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SECRETARY, UNDER SECRETARIES, AND ASSISTANT SECRETARIES
OF THE TREASURY DEPARTMENT FROM JANUARY 21, 1953, TO
NOVEMBER 15, 19551

Term of service

From

Official

Jan. 21, 1953

.jl&a.n.
ug.
Aug.

Jan. 21, 1953

Jan,

%a,n.
ept.

Aug.

24, 1952
28, 1953
20, 1954
3, 1955

Mar.

16, 1945
June

19, 1955

Aug. 2,1950

Secretary of the Treasury
George M. Humphrey, Ohio
Under Secretaries 2
Marion B. Folsom, New York
W. Randolph Burgess, Maryland
H. Chapman Rose, Ohio
Deputy to the Secretary
W. Randolph Burgess, New York
Assistant Secretaries 2
Andrew N. Overby, District of Columbia
H. Chapman Rose, Ohio
Laurence B. Robbins, Illinois
David W: Kendall, Michigan
‘Fiscal Assistant Secretaries

Edward F. Bartelt, Illinois
William T. Heffelfinger, District of Columbia

Admanistrative Assistant Secretary

William W. Parsons, California

t For officials from September 11, 1789, through January 20, 1953, see exhibit 55, p. 314, in the 1953 annual ’

re;

port.
2 The positions of an additional Under Secretary and an additional Assistant Secretary were established

under the provisions of Public Law 516, 83d Congress, approved July 22, 1954.
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Assistant to the Assistant Secretary.
Fiscal Assistant Secretary.
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Boyd A. Evans..... Technical Assistant to the Fiscal Assistant Secretary.
Frank F. Dietrich_. Technical Assistant to the Fiscal Assistant Secretary.
QGeorge F. Stickney. .- Head, Fiscal Service Operations and Methods Staff.
Robert B, Blyth........ .- Assistant to the Secretary.
Frank A. Southard, Jr.. .- Special Assistant to the Secretary.
H. Chapman Rose...... Under Secretary.
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1 The General Counsel serves as legal advisor to the Secretary, his associates, and heads of bureaus.
2 The Technical Assistant for Enforcement coordinates enforcement activities of the U. . Secret Service, U. 8. Coast Guard, Bureau of Customs, Bureau of Narcot-
1cs, and Internal Revenue Service.




ANNUAL REPORT ON THE FINANCES

TrREASURY DEPARTMENT,
Washington, D. C., February 29, 1956.

Sirs: I have the honor to report to you on the finances of the Fed-
eral Government for the fiscal year ended June 30, 1955.

In the early months of the fiscal year the American economy was
still in a period of readjustment. Timely tax cuts, flexible monetary
policies, and legislation helpful to the economy in several areas
were of assistance in avoiding more serious dislocations. As the
economy started moving forward on most fronts to new heights of
personal and national prosperity, the vigor of its resurgence brought
new adjustment problems. Treasury debt management policies were
coordinated with Federal Reserve monetary and credit policies, first
to help avoid deflation and later to help avoid inflation.

The value of the dollar has remained constant. This means that
savings are no longer being dissipated through inflation. It also
means gains in terms of what our people can actually buy with their
increased incomes. Confidence in the value of the dollar has en-
couraged the steady flow of investment funds needed to finance the
power and tools required for rising production with its fruits of more
and better jobs, and mcrea,smgly higher standards of living for our
ever-growing population. :

The financial principles we have adopted as our guides are s1mple
but vital ones. They include (1) a Federal budget that is under con-
trol, (2) appropriate reductions both in our debts and our tax burden,
but only as they are justified, and (3) a continued smooth meshing
of the Government’s debt management and flexible monetary policies.

A full report on the Treasury’s operations durlng the 1955 fiscal
year follows

G. M. HUMPHREY,
Secretary of the Treasury.

To THE PRESIDENT OF THE SENATE.

To THE SPEAKER OF THE HOUSE OF REPRESENTATIVES.

356812—56——2
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Summary of Fiscal Operations

Budget expenditures of the Federal Government in the fiscal year
1955 were $4.2 billion more than net budget receipts. This deficit,
together with a decline in the Treasurer’s cash balance of $0.6 billion
and an excess of receipts in trust account and other transactions of
$0.5 billion, resulted in an increase in the public debt of $3.1 billion.
The cash balance in the account of the Treasurer of the United States
on June 30, 1955, amounted to $6.2 billion compared with $6.8 billion
a year earlier. The public debt outstanding on June 30, 1955,
amounted to $274.4 billion compared with $271.3 billion on .June 30,

1954,

"~ Expenditures in 1955 were $3.2 billion less than in 1954 and $9.7
billion less than in 1953. Net receipts in 1955 were $4.3 billion less
than in 1954 when receipts were nearly equal to those of 1953, the
highest on record up to the present time. The revenues of 1953! and
1954 reflected the higher tax rates of those earlier years.

A reconciliation of the budget results and the change in the pubhc
debt for the fiscal years 1954 and 1955 1s given in the table which
follows.

‘1954 1955
i .Jn billions of dollars
Budlgrfcrfesélelitsée 64.7 60.4
BpenAiblres. o e e cae oo meecccceimameme e e e et em——nn 67.8 64.6
Budget deficit. R a1 . a2
Less Accou_ut of the Treasurer of the United States, increase in balance, or de-
Tg:%saecc;uﬂf and other tmnsactlons, excess of féééfpts (=) [T - 2(‘§ :: 2
2.1 —— -11
Equals: Increase in publicdebt._..._ U, 52 3.1

*Less than $50 million.

! Includes net trust account transactions, ete.; net investments of trust accounts and Government agencies
in public debt securities; net sales or redemptlons of obligations of Government corporations and agencies
in the market; changes in clearing and other accounts necessary to reconcile to Treasury cash; and changes
in amount of cash held outside the Treasury.

For 1956 there are estimated net budget receipts of $64.5 billion
and for 1957, of $66.3 billion, which average a little above the level
in 1953 and 1954. Estimates of expenditures in 1956 and 1957 in the
1957 Budget are $64.3 billion and $65.9 billion, on average slightly

- above those in 1955. Thus for both 1956 and 1957 a small budget
surplus is indicated. A summary for 1955, 1956, and 1957 is given
under ‘“Budget Receipts and Expenditures,” and in table 8. Table
10 shows their impact on the public debt.
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THE BUDGET

$Bil,

80

743

Fiscal Years

CHART 2.

Budget receipts in the second half of the fiscal year 1955 were
approximately 63 percent of the total. Within the second half, the.
timing of receipts was shifted somewhat from the third quarter to
the fourth, by the change from March 15 to April 15 as the final date
for payment of calendar year 1954 taxes by most individual taxpayers
of income taxes not withheld and for the first quarter’s payments
under declarations of estimated taxes for calendar 1955.

The disparity between receipts in the two halves of fiscal 1955
resulted from several factors. These included in the second half
final payments of individual income taxes for 1954, and also the
heavier concentration of corporate tax payments due to the acceler-
ated payment schedule prescribed by the Revenue Act of 1950. The’
fiscal year 1955 marked the end of this five-year program by which
tax payments by corporations on a calendar year basis were acceler-
ated gradually in the half year following the close of their taxable
year until in 1955 they!paid]all! of their 1954 tax liabilities in
January-June 1955. _

For 1954 and 1955 the table following shows the distribution of
receipts and expenditures within each year. :
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1954 1955
Net Net
Net Budget Net Budget
Period budget eg‘;ggg&_ surplus, or | budget e‘;ggggg. surplus, or
receipts tures deficit (—- receipts tures deficit (=)
In billions of dollars

July-September...... N 13.6 17.1 -3.5 1.7 16.6 —4.9
October-December. o wmveeenoooaao 12.1 17.4 —5.2 10.6 15.0 —4.4
Total first half_.___._________._. 25.8 34.5 -8.7 22.3 31.6 —9.3
January-March. oo oooeaeooceeeaeane. 21.9 15.5 6.4 19.8 15,7 4,2
April~June. ..o e . 17.0 17.8 —.8 18.3 17.3 . 1.0
Total second half........_...__. 38.9 33.3 5.6 38.1 33.0 5.1
Total fiscal year. ... .ccoweeun- 64.7 67.8 C -3 60.4 64.6 —4,2

Beginning in fiscal 1956, as provided by the Revenue Act of 1954, a
changed payment schedule, to go into effect gradually over a period
of five years, will tend to distribute more evenly within each year
corporate tax payments of more than and exclusive of the first
$100,000. Although this schedule applies to less than 5 percent of
the taxable corporations, it is estimated that it will affect about 85
percent of the total corporate liability. Corporations will file a
~ declaration of estimated tax and make partial payment in the middle
of the ninth month of the current taxable year and again in the
middle of the last month of the year. This means that calendar year
corporations, under the first year’s operation of the law, with regard
to their 1955 income, pay an estimated 5 percent of tax in September,
" an estimated 5 percent in December 1955, and about 45 percent each
in March and in June 1956. The five-year schedule provides that in
each year the percent of tax liability due in each installment is shifted
back by 5 percent of the tax over $100,000 from March and 5 percent
from June to September and December, respectively, until for the
1959 income year, the payments due in each quarter become approxi-
mately 25 percent of the year’s tax liability. As the redistribution
proceeds, it will substantially lessen the Treasury’s seasonal borrowing
problem.

BUDGET RECEIi’TS AND EXPENDITURES
BUDGET RECEIPTS IN 1955

Net budget receipts (total receipts less transfers to the Federal
old-age and survivors insurance trust fund and the railroad retirement
fund, and refunds of receipts) amounted to $60.4 billion in the fiscal

“year 1955, $4.3 billion less than the receipts of $64.7 billion in the
fiscal year 1954.
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Receipts by major sources in the fiscal years 1954 and 1955 are
compared in the following table.

Increase, or de-
crease (—)
1954 1955
Source Amount
' Percent
In billions of dollars
Individual income tax.______._._..__._____._ 32.4 317 -7 —-2.3
Corporation income and excess profits taxes. 21.5 18.3 -3.3 —15.1
Excise taxes........._. 10.0 9.2 -.8 —8.0
Employment taxes._._ 5.4 6.2 8 14.6
Estate and gift taxes. . .9 .9 * -9
CustomS .. . i cenoeane - N .6 *) 7.9
Internal revenue not otherwise classified. ... _..____._______ *) [ TR AR IR
Miscellaneous receipts. oo oo oo oicemeceoeaeaan 2.3 2.6 2 10.7
Dodue Tota] budget receipts. oo oo e 73.2 69.5 —-3.7 -5.1
e

Transfer to Federal old-age and survivors insurance trust
U 11T BTN 4.5 5.0 . 1.1
Transfer to railroad retirement account.. .6 .6 * -7
Refunds of receipts. ..o _____._ - 3.4 3.4 *) 1.4
Net budget receiptS. v o ccee e cceee e 64.7 60.4 —4.3 -6,6

*Less than $50 million.

The drop in corporation income and excess profits taxes was mainly
responsible for the decrease in receipts in 1955. The other major
sources of receipts, the individual income tax and the excises, also
contributed to the decline. The corporation tax decline was about
equally attributable to lower corporate profits and tax legislation,
Tax reductions were responsible for the ‘decrease in the individual
income tax and excise taxes.

Individual income tax.—Receipts from the individual income tax
amounted to $31,650 million in fiscal 1955. This was a decrease of
$733 million from the $32,383 million received in 1954. The decline
was more than accounted for by the full-year effect of the 10 percent
across-the-board rate reductions effective January 1, 1954, and the
reductions under the Internal Revenue Code of 1954. The decrease
would have been greater except for the higher levels of income reflected
in the fiscal year 1955 receipts. :

Corporation income. and excess profits taxes.—Receipts from this
source were $18,265 million in fiscal 1955, -$3,258 million less than
receipts in 1954, Corporation tax receipts in the fiscal year 1955 were
largely determined by profits in the calendar year 1954, which were
substantially less than in the calendar year 1953. The other major
factors accounting for the decline in receipts in fiscal 1955 were the
termination of the excess profits tax on January 1, 1954, and the initial
impact of the tax reductions provided under the Internal Revenue
Code of 1954,
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Ezxcise tares—Receipts from taxes comprising the excise tax
category are shown in the table which follows.

Increase, or
decrease (—)
1954 1955
Source Amount
- Percent
In millions of dollars
AlCONO] BaXeS . o o oo o iamceenean r2,798 2,743 —55 —=2.0
TODACCO LAKES o o oo oo e e [ r1,581 1,571 -9 —.6
Taxes on documents, other instruments, and playing cards._... 90 112 22 4.5
Manufacturers’ excise taxes. . .o oo r 2,689 2,876 187 7.0
Retailers’ excise taxes. i ciiiimicoaan 438 292 —146 -33.4
Miscellaneous excise taxes. .. ... 1,937 . 1,501 —435 —22.5
T I r9,532| 90,006 —436| —4.6
Undlstnbuted depositary receipts and unclassified . .
advance payments of excise taxes. ... r 482 115 —368 —76.2
Total excise tazes... .-| £10,014 9,211 -804 -8.0 }
t Revised.

Excise tax receipts amounted to $9,211 million in the fiscal year 1955
and were $804 million less than receipts of the previous year. This
large decrease was caused by the reductions in tax rates made by the
Excise Tax Reduction Act of 1954 (68 Stat. 37-42), approved March
31, 1954, effective April 1, 1954. The rate reductions affected receipts
throughout the fiscal year 1955 but only one month of 1954 because

“of the normal lag in receipts behind changes in tax liabilities.

" Receipts from alcohol and tobacco taxes fell slightly in 1955. The
decline in alcohol tax receipts was attributable primarily to the taxes
on distilled 'spirits and on fermented malt liquors. Receipts from the
taxes on wines, a relatively unimportant source, showed a small
increase. The decrease in tobacco tax receipts was due to a decline
in consumption of small cigarettes, the main source of tobacco tax
revenue.

Reflecting a substantial rise in act1v1t,1es in the securities markets
stamp taxes on issues and transfers of securities increased from $83
million in 1954 to $105 million in 1955. _

The effect of changes in consumption and tax rates between 1954
and 1955 is obscured in the manufacturers’, retailers’, and miscel-
laneous excise tax groups by a change made on July 1, 1953, in the
reporting of collections for most of the taxes in these groups. Since
then tax returns have been filed quarterly instead of monthly, with
the result that amounts reported for 1954 from individual taxes rep-
resent an understatement equivalent to about one month’s liabilities.
« Estate and gift taxes.—Estate and gift taxes amounted to $936
million in the fiscal year 1955, V]rtually unchanged from receipts in
1954.
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Employment taxes—The yield of the various employment taxes is
shown in the table which follows.

. Increase, or
decrease (—)
1954 1955

Source Amount

Percent

In millions of dollars

Federal Insurance Contributions Aet ... .. ... ... 4,537 5,340 802 17.7
Ralilroad Retirement Tax Act. ... ... 603 600 ~3 -5
Federal Unemployment Tax Act. .o .oooooooooooocaaaas 285 280 -5 -1.8
Total employment taxes. _ . ..ooooooomooooooo o 5,425 6, 220 794 14.6
Deduct: -
Transfer to Federal old-age and survivors insurance trust
2V R 4,537 | 5,040 502 11.1
Transfer to railroad retirement account_..........._....... 603 599 —4 -7
Net employment taX€8. -« - oo oo ool 285 581 T 296 103.8

Receipts from the Federal Insurance Contributions Act increased
in the fiscal year 1955 principally as a result of the fi i1 year éffect of
the increase in tax rates effective January 1, 1954, As a result of
corrections of previous overappropriations to the Federal old-age and
survivors insurance trust fund, approximately $300 million of the
increase in receipts was carried into net budget receipts. The receipts
from the other employment taxes show slight declines. '

Customs.—Customs receipts were $606 million in the fiscal year
1955, an increase of $44 million from receipts of $562 million in the
fiscal year 1954.

Miscellaneous receipts.—Miscellaneous receipts increased by $248
million to $2,559 million in the fiscal year 1955. Most of this increase
arose from rents on the outer continental shelf lands which were first
offered for leasing in 1955, and from higher sales of surplus property,
primarily military.

Refunds of receipts—Refunds of receipts amounted to $3,426 million
in. the fiscal year 1955, an increase of $49 million over the refunds of
$3,377 million in the fiscal year 1954.

ESTIMATES OF RECEIPTS IN 1956 AND 1957

The Secretary of the Treasury is required each year to prepare and
submit in his annual report to the Congress estimates of the public
revenue for the current fiscal year and for the fiscal year next ensuing
(act of February 26, 1907 (34 Stat. 949)). The estimates of receipts
from taxes and customs for the current and ensuing fiscal years are
prepared in December of each year by the Treasury Department. In
general, the estimates of miscellaneous receipts are prepared by the
agency depositing the receipts in the Treasury. In accordance with
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the practice of previous years the following discussion deals only with
estimates based on existing legislation. The estimates recognize the
substantial advance in business activity, personal income, and
corporate profits between 1954 and 1955. They assume an additional
rise in activity and personal income in 1956.

Net budget receipts amounted to $60,390 million in the fiscal year
1955. - As estimated for the ensuing fiscal years, receipts are expected
to increase to $64,295 million in the fiscal year 1956 and decline
slightly to $64,022 million in 1957. The expected rise in incomes
would, by itself, produce a substantial increase in estimated receipts
in 1956 and an additional rise in 1957. However, the effect of the net
change in incomes between 1955 and 1956 is partially offset by the
virtual termination in 1955 of collections under the excess profits tax
and the completion in that year of the principal effect of the accelera-
tion of corporate tax payments. The 1956 receipts are also reduced
somewhat by the reductions in certain excise rates scheduled under
present law for April 1, 1956.

The relatively small decrease in estimated receipts between 1956
and 1957, which comes in the face of an anticipated continued rise in
business activity, is attributable primarily to the 5-point reduction in
the corporate normal tax rate scheduled for April 1, 1956, and the full-
year effect of the excise rate changes which would occur at the same
time under existing law.

Fiscal year 1956

Actual receipts in the fiscal year 1955 and estimated receipts in the
fiscal year 1956 are compared by major sources in the following table.

Increase,
1955 1956 or
. actual estimate decrease
Source . —
In millions of dollars
Individual income tax. .. I P 31, 650 33, 555 1,905
Corporation income tax. s ——-- 18, 265 20, 300 2,035
Excise taxes........... - 9,211 9, 689 478
Employment taxes. ... - . 6,22 7,420 1,200
Estate and gift taxes. ... oo .- e 936 ©1,025 89
Customs. ..ol - .- 606 690 84
Internal revenue not otherwise classified.. - e 7 5 -2
Miscellaneous receiPts. — oo oo oo e atemee e ene 2, 559 2, 500 —59
Total budget receipts..... ... 69, 454 75,184 5,730
. Deduct: .

Transfer to Federal old-age and survivors insurance trust fund.. 5, 040 6,475 1,435
Transfer torailroad retirement account.. ... ... .. 599 | - 625 26
-Refunds of receipts. o oo oo o oo i eaeooiolo 3,426 3,780 | - 363
Net budget receipts....._..__._ P, 60, 390 64, 295 3, 905
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Net budget receipts are expected to advance substantially in the
fiscal year 1956, because of the rise in income levels. The total
increase of $3,905 million is largely attributable to individual and
corporate income taxes, although all other major tax receipts sources
will also advance moderately. The general rise will be dampened to
some extent by the small initial effect of excise tax reductions scheduled
under present law on April 1, 1956, and by the fact that the 1955 total
was increased abnormally as a result of corrections of previous over-
appropriations to the Federal old-age and survivors insurance trust
fund.

Individual income tax.—Receipts from the 1nd1v1dual income tax are
estimated to be $33,555 million in the fiscal year 1956, an increase of
$1,905 million over actual receipts of $31,650 million in the fiscal year
1955. The increase is estimated on the basis of the expected rise in
levels of income.

Corporation wncome tax. —Corporatlon income tax receipts in the

“ fiscal year 1956 are estimated to amount to $20,300 million, $2,035
million above the fiscal year 1955 collections. Profits in the calendar
year 1955, which will largely determine receipts in the fiscal year 1956,
are estimated to have increased substantially over earnings in 1954. -
The rise in tax revenues accompanying higher earnings, however, will
be substantially offset by two additional factors. The more important
of these is the termination of the increase in fiscal year receipts result-
ing from year-by-year acceleration of corporation installment pay-
ments required under the Revenue Act of 1950. The second offsetting
factor is the virtual absence of any collections in the fiscal year

- 1956 from the excess profits tax, which was terminated on December

31, 1953; some revenue from this source was received in the fiscal year

1955.

Acceleration of corporate tax payments is continued by the Internal
Revenue Code of 1954, through the declaration and payment of esti-
mated tax on current income. However, in contrast to the 1950
Revenue Act, which for calendar year corporations had the effect of
moving payments forward from one fiscal year to the preceding year,
the acceleration of payments by such corporations under the 1954 act
does not result in the movement of installments from one fiscal year to
another. Since most corporations file calendar year returns, fiscal -
year receipts will not be appreciably affected by the current accelera—
tion of payments.

Excise taves.—Receipts from this source by major groups are listed
in the table which follows.
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Increase,
1955 1956 or
actual estimate decrease
Source -
In millions of dollars .
Aleohol taxes. . e 2,743 2,819 76
TODACCO AKES e o e o o o oo c e amcc e eeee -- 1,571 1, 550 =21
Taxes on documents, other instruments, and playing cards. . 112 107 -5
Manufacturers’ exeise taxes. - ..o ... 2,876 3, 236 360
Retailers’ excise taxes__.____. 292 316 24
Miscellaneous excise taxes 1,501 1, 561 60
Undistributed depositary receipts and unclassified advance pay-
ments of excise taxes. .. eccmeeeaae 115 100 —15
Total excise taxes - .o 9, 211 9, 689 478

Excise tax receipts are expected to increase from $9,211 million in
the fiscal year 1955 to $9,689 million in the fiscal year 1956. The
increase, reflecting higher levels of business activity and personal
income, would be somewhat larger except for the rate reductions
scheduled under present law effective April 1, 1956. These affect
most of the 1mportant sources in the alcohol, tobacco, and manu-
facturers’ excise tax groups.

Virtually all of the individual excise taxes are expected to increase
in 1956; however, about three-fourths of the overall increase occurs
in the manufacturers’ excise tax group, principally because of the
large gains estimated in receipts from the various automotive taxes.

Employment tares.—The yield of the employment taxes is shown in
the followmg table.

Increase,
1955 1956 or
. actual estimate decrease
Source (-
In millions of dollars
Federal Insurance Contributions Act 5, 340 6,475 1,135
. Federal Unemployment Tax Act.. 280 320 40
Railroad Retirement Tax Act 600 625 25
Ded ’{‘otal employment taxes . - eiiaoeoiiciaaL 6,220 7,420 1, 200
educ
Transfer to Federal old-age and survivors insurance trust fu.nd,. 5,040 6,475 1,435
Transfer to railroad retirement account. ... 599 . 625 26
Net employment taXes. - o - oo oo oua ool 581 320 —261

The increase in receipts from the Federal Insurance Contributions
Act reflects higher income levels, the increase in coverage, and an
increase in the maximum amounts subject to tax from $3,600  to
$4,200 a year. The increase in receipts from the Federal Unemploy-
ment Tax Act arises from the elimination of quarterly installment
payments, resulting in a bunching of receipts in the fiscal year 1956.

. Estate and gift taxes.—Receipts from estate and gift taxes are esti-
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mated to be $1,025 million in the fiscal year 1956, an increase of $89
million, reflecting recent increases in security values.

Customs.—Customs receipts are estimated to amount to $690 million
in the fiscal year 1956, $84 million above the amount collected in the
fiscal year 1955, as an expected result of higher business activity.

Miscellaneous receipts—Receipts from miscellaneous sources are
estimated to be $2,500 million in the fiscal year 1956 as compared with
$2,559 million in the fiscal year 1955,

Refunds of receipts—Refunds of receipts are estimated to be $3,789
million in the fiscal year 1956 as compared with $3,426 million in the
fiscal year 1955,

Fiscal year 1957

Estimated receipts in the fiscal years 1956 and 1957 are compared
by major sources in the following table.

Increase,
1956 1957 or

. estimate | estimate | decrease -

Source -

In millions of dollars

Individual income tax. . iccciiiicccmann 33, 556 35,118 1,663

Corporation income tax. ..o e 20, 300 19, 080 -1,220
Excise taxes ... ... - 9, 689 8, 960 —729
Employment taxes. - G 7,420 7,585 165
Estate and gift taxes - [ 1,025 1,120 95
Customs. .o e 690 700 10
Internal revenue not otherwise classified ... ... ... 5 ;3 R,
Miscellaneous receipts. - e 2, 500 2, 800 800
Total budget receipts. - oo oo iiceaas 75,184 75, 368 184

Deduct:
Transfer to Federal old-age and survivors insurance trust fund. . 6,475 6, 635 160
Transfer to railroad retirement account. . ... ... __.______... 625 660 35
Refunds of 1eCeipts. o - oo u oo eiaciaaes 3,789 4, 051 262
Net budget receipts. oo oo oo e 64, 295 64, 022 —~273

Net budget receipts on the basis of present law are estimated to
decline slightly in the fiscal year 1957. Receipts of $64,022 million
for the year are $273 million less than in 1956. Substantial de-.
creases in the corporation income tax and in excise taxes reflecting
rate reductions scheduled under present law for April 1, 1956, are
expected to be largely offset by advances in all other major revenue
sources. v

Individual income tax.—Receipts from the individual income tax are
estimated to increase to $35,118 million in the fiscal year 1957. This
increase of $1,563 million over the estimated receipts of $33,555
million in the fiscal year 1956 reflects the expected continued rise in
levels of income. ’ _

Corporation income tax.—Receipts from the corporation income tax
are estimated to amount to $19,080 million in the fiscal year 1957.
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This is $1,220 million less than in the fiscal year 1956. Under present
law the corporation normal tax is scheduled to be reduced by 5
percentage points, effective April 1, 1956,

Ezcise taxes—Receipts from this source by major groups are listed
in the following table.

Increase,
1956 1957 or
. estimate - | estimate decrease
Source . —
In millions of dollars
2,819 2,783 —36
¢ 1, 550 1,448 —102
Taxes on documents, other 107 107 |ooiao.
Manufacturers’ excise taxes. . 3,236 2,583 —653
Retailers’ excise taxes. 323
Miscellaneous excise taxes - . 1, 661 1,616 556
Undistributed depositary receipts and unclassified advance pay-
ments 0f eXCiSe tAXeS . - oo e enn e ccimceaeaes 100 100 [oeieeeeee
Total excise taXes. - oo eeaes 9, 689 8, 960 =729

Excise tax receipts under present law are estimated to amount
to $8,960 million in 1957. Because of the expected rise in business
activity and personal income, receipts from excise taxes would increase
between the fiscal years 1956 and 1957. However, because of the
full-year effect of the rate reductions scheduled under present law
for April 1, 1956, as compared with the part-year effect of these reduc-
tions in the fiscal year 1956, excise tax receipts are estimated to decline
by a net amount of $729 million.

The decreases estimated for the alcohol, tobacco, and manufacturers’
groups reflect the effect of the rate reductions scheduled under present
law on the most important revenue sources in these groups. Increases
are expected in the retailers’ excise taxes which are unaffected by rate
changes and in the miscellaneous excise tax group where the effect of
rate changes is of minor significance.

Employment tazes.—The details of the yield of the employment
taxes are shown in the table which follows.

Increase,
1956 1957
. estimate estimate decrease
Source ()

In millions of dollars

Federal Insurance Contributions Act. . 6,475 | . 6,635 160
Federal Unemployment Tax Act__. - 320 290 -30
Railroad Retirement Tax Act._.._. - 625 660 35
Total employment $8XeS . - oo oo 7,420 7,585 165
Deduct: '
Transler to Federa)l old-age and survivors insurance trust fund. . 6,475 6, 635 160
Transfer to railroad retirement account. ... . ... 625 660 36

Net employment taxes .- ccooomarmeimrecrceeeeenaaas 320 290 —30
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. The increase in receipts from the Federal Insurance Contributions
Act is based on the estimated continued rise in levels of salaries and
wages subject to tax. Receipts from the Federal Unemployment Tax
Act are estimated to be lower in the fiscal year 1957 than in the fiscal
year 1956 because of the bunching of receipts in the fiscal year 1956
as a result of the elimination of installment payments.

Estate and gift taxes.—Receipts from estate and gift taxes, reflecting
current security values, are estimated to be $1,120 million in the
fiscal year 1957, an increase of $95 million.

Customs. ——Customs receipts are estimated to increase shghtly to
$700 million in the fiscal year 1957.

- Miscellaneous recetpts—Receipts from miscellaneous sources are
estimated to increase to $2,800 million in the fiscal year 1957, primarily
as a result of an anticipated repayment of silver bullion advanced to
our allies in World War II. ,

Refunds of receipts.—Refunds of receipts are estimated to amount
to $4,051 million in the fiscal year 1957, an increase of $262 million -
above the $3,789 million estimated for the previous year. The largest
portion of the increase results from estimated refunds on floor stocks
under certain excise taxes which are now scheduled to be reduced in
rate on April 1, 1956,

BUDGET EXPENDITURES IN 1955

The total of $64.6 billion of net budget expenditures in the fiscal
year 1955 continued the reductions in expenditures set in motion in
the calendar year 1953. Expenditures were $3.2 billion less than those
in 1954 and $9.7 billion less than the post-World War IT peak in fiscal
1953. Annual expenditures beginning with 1948, with the three pre-
Korean action years shown as an average, are given in the following
table. Details of these figures, as well as those for earlier years, are
shown in tables 2, 3, and 6 of the tables section of this report.

Adjust-
Maior Ilgf:;’;?’ Veterans’ ment to
Fiscal aJ : services daily
year na,t;lonall affairs Interest and Other Treasary Total
: : security ! | ﬁgggce benefits stagg;n;sent

In billions of dollars
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Nore.—The classification in this table is taken from the 1957 Budget document. The figures beginning
with 1953 are on the same reporting basis as the “Monthly Statement of Receipts and Expenditures of the
United States Government.” See ‘“‘Bases of Tables.” .

1 Includes principally military functions of the Defense Department, military assistance, Atomic Energy
Commission, acquisition of strategic and critical materials under the General Services Administration, and
defense production expansion, R
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As throughout the period since the end of the war, both volume and
major changes were centered in outlays for major national security,
which were $6.3 billion below those in 1954 and $9.7 billion below
those in 1953. In 1955 they represented 63 percent of the total com-
pared with 69 percent in 1954 and 68 percent in 1953. Most of the
1955 reduction was in expenditures for Army military functions,
although expenditures for military assistance and Navy functions also
were substantially lower. Air Force expenditures again increased.

The increase of $449 million in expenditures for international
affairs and finance to a total of $2.2 billion brought such outlays ‘to
a little more than two-fifths of their average in 1948-50. Veterans’
services and benefits payments totaled nearly $4.5 billion, an increase
of $201 million over 1954 following overall decreases in every other
year since 1949. Compensation and pensions increased almost $0.2
billion, and readjustment benefits were up substantially to care for
the veteran population which now numbers 22 million. Effective
June 30, 1955, and covering interest expenditures for the full fiscal
year 1955, the accounting for and reporting of the interest on the
public debt was changed from a due and payable basis to an accrual
basis. Consequently, although the total of $6.4 billion in 1955 was
about the same as that reported in 1954, the ﬁgures for the two years
are not exactly comparable.

Expenditures other than those in the four major categorles represent
mainly other domestic programs and the regular operating expenses
of the Government. This type of expenditure rose somewhat to meet
pressing domestic needs. Such expenditures are summarized in the
- table which follows. v

Agriculture
Labor |~ i
. . jand agri- | Natural
Fiscal year wond | cultural | resources

resources

Commerce | General
and govern- | Total
housing ment

In billions of dollars

1948~50 average . - - oo oooooiooooo_. 1.6 2.0 0.9 1.9 1.2 7.5

L N 2.1 .6 11 2.3 1.3 7.5
1952 o ciiceceees 2.2 1.0 1.3 2.7 1.5 8.7
D I 2.4 2.9 1.4 2.6 1.5 10.8
1054 .. e 25 2.6 1.2 .9 1.2 8.4
1955 [N 2.6 4.4 1.1 1.6 1.2 10.9

Note.—Ezxpenditures are “net,” after allowance for reimbursements.to appropriations, receipts of
revolving fund appropriations, and receipts credited to disbursing accounts of Government corporations
and agencies having authority to use collections without deposit into Treasury receipts. . For reporting
basis, see “Note” to preceding table.

356812—56——3
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The largest single increase among the domestic programs was for
agriculture and agricultural resources, which rose from $2.6 billion in
1954 to $4.4 billion in 1955. The increase was more than accounted
for by a rise of $1.9 billion in the net expenditures of the Commodity
Credit Corporation. In the fiscal year 1954 there was reflected the
sale of about $1.1 billion of certificates of interest against a nationwide
pool of crop loans, which increased the participation by banks in the
crop loan program and gave temporary assistance to the Treasury in
staying below the statutory debt limitation. Most of these certifi-
cates, which operate to reduce budget expenditures when they are
issued and to increase expenditures when they are redeemed, remained
in the hands of the lending agencies until their maturlty early in the
fiscal year 1955. Later in the fiscal year 1955 (in November 1954)
there was a subsequent sale of such certificates, amounting to about
$1.2 billion. The certificates were redeemable on demand, and, with
changing conditions in the money markets the interest rate originally
placed upon the certificates was not sufficiently attractive to cause
them to be held until their maturity early in the fiscal year 1956.
Consequently, large amounts were redeemed prior to June 30, 1955,
which, together with the redemption of the 1954 certificates in the
early part of fiscal 1955, resulted in a doubling up of expenditures in
. the latter year.

Operational changes in two agencies in the group relating to com-
merce and housing resulted in a change from expenditures of $0.9
billion in 1954 to expenditures of $1.6 billion in 1955. The operations
of the Public Housing Administration, whose expenditures are shown
net of receipts, resulted in net receipts in 1955 of less than $0.1 billion
as compared with $0.4 billion in 1954. This was principally the net
result both of smaller purchases and smaller repayments of local
housing authority obligations. Contributing also to the overall
change in 1955 were sizable net purchases of mortgages by the Federal
National Mortgage Association against commitments issued before
its reorganization (under the Housing Act of 1954) covering defense,
military, and disaster housing.

ESTIMATES OF EXPENDITURES IN 1956 AND 1957

Actual expenditures for the fiscal year 1955 and estimates for the
fiscal years 1956 and 1957 are summarized in the following table.
Further details will be found in table 8. The estimates are based
upon figures submitted to the Congress in the Budget for 1957.



REVIEW OF FISCAL OPERATIONS 19

Actual budget expenditures for the fiscal year 1956 and estimaied expenditures for
1956 and 1957

{In millions of dollars. On basis of 1957 Budget document]

1955 1956 1957
actual estimate | estimate
Legislative branch 85 98 123
The Judiciary. . ...-.---. 30 37 41
Agriculture Department (including Commodity Credit Corpora 4,636 3,653 . 3,661
Atomic Energy Commission 1, 857 1,715 1,946
Civil Service Commission..... 47 253 315
Commerce Department____.____________ .. 1,077 1,298 1,428
Defense Department: .
Military functions. . ...l 35, 532 34,575 385, 547
Civil funetions. .- oo oo oo 548 602 629
Expansion of defense production...__ R 142 238 43
Export-Import Bank of Washington 2101 a 85 & 100
Farm Credit Administration._.. 56 46 27
General Services Administration 973 658 556
Health, Education, and Welfare Department. 1,993 2,132 2,303
Housing and Home Finance Agency............ 153 19 8 67
Interior Department_____._.__._______ 515 557 616
Justice Department. ... - 182 219 218
Labor Department . .. .. .. 394 459 492
Mutual security:
2,292 2,464 2, 500
1,927 1,726 1,792
Post Office Department.._ 356 483 117
State Department._____.. 137 154 167
Tennessee Valley Authority._ 172 39 827
Treasury Department:
Interest on the public debt .o 6, 800 7,000
Other. . . 430 811 942
Veterans’ Administration.. R 4,732 4,820
Reserve for contingencies. . .oooooooooooiiooioooo R 100 225
Allother_ . ... . .. 487 551
Net budget expenditures. ... ... _______.______. 64, 270 65, 865

s Excess of credits (deduct). )
TRUST ACCOUNT AND OTHER TRANSACTIONS

Financial transactions of Federal agencies, other than those affecting
budget receipts and expenditures of the Government and those relating
to the public debt, are reported in the Monthly Statement of Receipts
and Expenditures of the United States Government in three separate
tables. Monthly data for each of these classifications, described in
the following paragraphs, for the fiscal year 1955 and comparative
totals for the fiscal years 1954 and 1955 will be found in table 5.
Annual transactions for the fiscal years 1947 through 1955, with net
totals of the three major classifications, are shown in table 7.

Trust accounts, etc—This table includes transactions in the trust
accounts maintained in the Treasury, pursuant to law, for the benefit
of individuals or classes of individuals. Payments from general fund
appropriations to certain trust accounts are included as receipts under
the respective trust accounts. The receipts and expenditures of the
majority of trust accounts are reported on & gross basis, exclusive of
transactions relating to the purchase or sale of public debt securities
for investment purposes. While the investment transactions of a fund
affect the cash balance thereof, they merely represent an exchange of
assets and are therefore excluded from the operating program of the
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fund. Transactions in certain trust accounts of a revolving fund or
working fund nature are reported net. Also included in this table,
and reported on a net basis, are deposit fund accounts covering de-
posits with the Treasurer of the United States subject to refund or
withdrawal by the depositors, and unidentified receipts of Government
agencies held subject to administrative or legal determination as to
their final disposition. During the fiscal year 1955, the trust and
deposit account transactions resulted in an excess of credlts or net
receipts in the amount of $882 million.

Sales and redemptions of obligations of Government agencies in market
(net).!—This table shows the net sales or redemptions, by face
amounts, of securities issued by certain Government corporations and
agencies in the market, classified as-to securities guaranteed and those
not guaranteed by the United States. As financing operations of the
agency or funds involved, these transactions are excluded from the
figures relating to the programs of the funds. The bulk of the transac-
tions reported in this table are in nonguaranteed obligations. Except
for debentures issued by the Federal Housing Administration, activity
in guaranteed obligations is relatively small. During the fiscal year
1955, transactions reported in this table showed net sales of $881
mllhon

Investments of Government agencies in publw debt securities (net).!—
This table shows the net investments in public debt securities by
certain Government agencies and funds, by trust accounts, wholly
owned (Government corporations and agencies, and Government-

“sponsored corporations. - These transactions are also in the nature of
financing operations in that the temporary investment of excess funds
or the redemption of such securities does not affect the budget program
of the fund involved. During the fiscal year 1955, net purchases of
securities amounted to $1,532 million.

ACCOUNT OF THE TREASURER OF THE UNITED STATES

The cash assets held in the account of the Treasurer of the United
States consist of gold, silver, paper currency, coin, unclassified collec-
tion items, and balances in Federal Reserve Banks and other deposi-
tary banks.” The liabilities consist of ocutstanding Treasurer’s checks,
balances to the credit of the Board of Trustees of the Postal Savings
System, and uncollected items, exchanges, etc. The resultant dif-
ference between the cash assets and liabilities constitutes the balance
in the account of the Treasurer, sometimes referred to as the “General
Fund Balance.” Details of assets and liabilities are shown under the
caption “Account of the Treasurer of the United States” in the Daily

i The figures in this table differ from those published in the daily Treasury statement because of differ-
ences in the reporting bases. See ‘“Bases of T'ables.”
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Statement of the United States Treasury. The balance in the Treas-
urer’s account at the close of the fiscal year 1955 amounted to $6,216
million, a decrease of $551 million during the fiscal year.

The net change in the balance in the “Account of the Treasurer of
the United States” (general fund) during the fiscal year, on the basis -
of the Daily Statement of the United States Treasury, is accounted for

as follows:
(In millions of dollars)

Balance June 30, 1954 . e 6, 766

Add:
Net deposits . oo eeeaenas 67, 769
- Certain public debt redemptions included as cash
withdrawals below 1___ .. __. 821
Net increase in gross public debt. . .. ___._______.___. 3,115 71,705
Total . o e 78,471
Deduct:
Cash withdrawals____________ oo 69, 899
Investments of Government agencies in public debt
securities, net. . e 1, 570
Sales (—) and redemptions of obligations of Govern-
ment agencies in market, net______________.__._.__. —679
Accrual of discount on savings bonds and Treasury
5311 USRI 1,465 72,255
Balance June 30, 1955 . e 6,216

! Represents principally discount included in savings bond redemptions.

A comparative analysis of the assets and liabilities in the accounts
of the Treasurer of the United States as of June 30, 1954, and
June 30, 1955, is shown in table 51.

The balance in the Treasurer’s account as of the end of each month
during the fiscal year ranged from a low of $4,224 million on July 31,
1954, to a high of $7,304 million on November 30, 1954.

PUBLIC DEBT OPERATIONS AND OWNERSHIP OF FEDERAL
SECURITIES

At the close of the 1955 fiscal year the public debt stood at $274.4
billion, a net increase of $3.1 billion during the year.

A summary of changes in the debt during the year is shown in the
accompanying table. As will be noted, the public marketable debt
rose by almost $5 billion, while the nonmarketable debt declined by
$3 billion. The net increase in total public issues plus a $1 billion
net increase in special issues to Government investment accounts
{principally the result of increased issues to the Federal old-age and
survivors insurance trust fund) accounted for practically all of the
increase in the debt outstanding. The increase in the public debt
during the past four decades is illustrated in chart 3.
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Increase, or
Class of debt June 30, 1954 | June 30, 1955 decrease ’(_)
In billions of dollars
Public debt:
Interest-bearing:
Public issues:
Marketable. ... 150. 4 155.2 4,9
Nonmarketable. ... ...._._._... SR 76.3 73.3 —=3.0
Total publicissues. ... ... 226.7 228.5 1.8
Special issues to Government investment accounts.... 42.2 43.3 1.0
Total interest-bearing publicdebt.______________ 268.9 271.7 2.8
Matured debt on which interest has ceased. . .4 .6 .2
Debt bearing no interest 1.9 2.0 .1
Total public debt. .. ol 271.3 274. 4 3.1
Guaranteed obligations not held by the Treasury._.........._ 1 * *)
Total public debt and guaranteed obligations. _.._______ 271.3 274.4 3.1
*Less than $50 million. .
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*Excluding Vietory Loan proceeds used to repay debt_ in 1946.

As indicated in the chart, the debt was reduced after World War I
from a peak of $26 billion in 1919 to a low of $16 billion eleven years
later. After World War II the debt decreased during the calendar
year 1946 by around $20 billion as a result of payoffs out of extra-
ordinarily high cash balances following the Victory Loan. However,
budget surpluses in calendar 1947, 1948, and early 1949 brought the
debt down by $8 billion to a postwar low of $251% billion by April 30,
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1949. Since then the debt has moved up through June 30, 1955, by
$23 billion, although the rise in the past two fiscal years is considerably
less than it would have been without the substantial cuts which have
been made in Federal spending. :

The management of such a huge Federal debt is one of the Treas-
ury’s greatest responsibilites. The debt currently represents around
40 percent of the total public and private debt outstanding in the
United States. With the Treasury having to refinance about one-
quarter of the debt each year in addition to whatever new cash
borrowing is necessary, decisions in its management necessarily have
an important impact on the money market and the entire economy.

" Debt management objectives

Tmportant features of the Treasury’s debt management program
since January 1953 have been efforts toward lengthening the maturity
of the debt to avoid its becoming concentrated’too heavily in short-
term issues, the distribution of the ownership of the debt as widely
as possible among the various investor groups, and coordination of
Treasury financing operations with Federal Reserve monetary and
credit policies. Its goal has been that public debt management
would contribute neither to inflation nor deflation but be a construc-
tive influence in the growth of the economy.

Progress toward objectives

Durmg the 1955 fiscal year, progress was made toward the Treas—
ury’s debt management objectives. The successful placing of almost
$2 billion in 40-year bonds during the February 1955 refunding and
$6% billion in 8-year 8-month bonds during the December 1954
refunding helped to lengthen the average maturity of the whole
marketable debt from 4 years and 3 months at the end of June 1954
to 4 years and 7 months a year later. This marked the second suc-
cessive year in which the Treasury has been able to extend the debt,
thus ending a steady postwar decline in average maturity. . During
fiscal 1955, the volume of marketable debt coming due within one
year was reduced by $12 billion. By the end of June 1955, the
under-one-year debt represented but 33 percent of the total market-
able debt, as compared with 42 percent a year earlier, and 52 percent
in June 1953.

The progress that has been made in lengthening the debt is even
more significant in view of the fact that the mere passage of time
serves to bring more and more of the debt into the short-term area.
The structure of the debt at the end of the 1955 fiscal year is shown
in chart 4.

In addition to the progress being made in gradually lengthening out
the marketable debt, the vigorous promotion of savings bonds to small
investors is helping to bring about a widespread distribution of the
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____ STRUCTURE OF THE DEBT, JUNE 30,1955

Total Marketable Nonmarketable
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CHART 4.
t Callable bonds to earliest call date.

debt and thus put the debt on a sounder basis. At the same time this
program is building important financial reserves for the future security
and well-being of our citizens and our country. Sales of Series E and
H savings bonds set another alltime postwar record in fiscal 1955,
with sales running well ahead of redemptions. Cash sales amounted
to $5.2 billion as against redemptions of $4.5 billion. At the end of
the year, there was a record total of $39.3 billion in these bonds out-
standing (including accrued interest) and the amount is steadily
growing.

An account of the operations in the public debt and changes in the
ownership of Federal securities during the year is given in the pages
immediately following. Further detail on the debt and its ownership
is given in the exhibits and tables sections of the report.

PUBLIC DEBT OPERATIONS

The most significant debt operation in fiscal 1955 was the issuance
of the 3 percent 40-year bond in February. It represented the first
long-term bond which had been issued since the spring of 1953, and
the longest-term Treasury bond since the Panama Canal 3 percent
50-year bonds were sold in 1911. An additional cash offering of this
bond was made in July 1955 and, together, these offerings served to
shift $2% billion more of the debt into the long-term area.

The Treasury was able to put out this modest issue of long-term
bonds without adversely affecting business recovery. The 1995



REVIEW OF FISCAL OPERATIONS 25

maturity date was chosen to give the bond wide appeal to such long-
term investors as pension trusts and insurance companies. It was
designed to supply a real need for a Treasury issue in an area beyond
the primary demand for mortgage funds. Long-term investment
money was available and the economic situation permitted some
long-term refunding consistent with Federal Reserve credit restraint
policy.

During the earlier part of the fiscal year, When the Federal Reserve
was still emphasizing its policy of credit ease to smooth the readjust-
ment to lower levels of Government spending, the Treasury purposely
refrained from putting out any long-term issues which might inter-
fere with the flow of long-term money into mortgages, corporate
securities, and State and municipal bonds. Yet through the issuance
of intermediate-term securities, primarily to' banks, the Treasury
was. able to continue improving the maturity structure of the debt.
In four out of the five major financing operations in fiscal 1955 (other
than seasonal tax borrowings) investors had the opportunity to buy
securities with over one-year maturities. During the year over $20
billion of marketable Federal debt was issued with maturities beyond
the one-year area (issues maturing 15 months or more from issue
date). .

The following tables summarize the major financing operations
during the fiscal year and show the results of the public oﬁ'ermgs of
marketable bonds, notes, and certificates of indebtedness..

Pubdlic offerings of marketable bonds, notes, and certificates of tndebledness, fiscal

year 1955
[In millions of dollars]

Date of Issued f ISSl}lxedin Total
ate o ot P . ssued for | exchange otal
issue Description of security and maturity date cash for other issued

securities
1954

Apr. 1| 1%, exchange note—Apr. 1,1959 _______________________|.___________ 268 268

Aug. 2 | 19 certificate (tax anticipation) Mar. 22, 1955_ __ 3,738 | ... 3,734

Aug. 15 | 118% certificate—Aug. 15, 1955 ____ 3,558 | . 3, 558

Aug. 15 | 216% bond—Nov. 15, 1960__.___. 3,806 3,806

Oct. 1 | 1349, exchange note—Oc¢t. 1, 19591 ______ . | oo 99| - 99

Oct. 4 | 154% note—May 15, 1957________
Aug. 158 | 1189, certificate—Aug. 15, 1955.
Dec. 15 | 1149, certificate—Dec, 15, 1955 .o eeoiionen 5,359 5,359

Dec. 15 | 214% bond—Aug. 15, 1963 . . o eea- 6,755 6, 755
1955

Feb. 15 | 1349 note—Mar. 15, 1956. 8,472 8,472
Feb. 15 | 29% note—Aug. 15, 1957. 3,792 3,792
Feb. 15 3% bond—Feb. 15, 1995___ SO EUUUPURY [N 1,924 1,924
Apr. 1 %‘7 certificate (tax antic on) June 22, 195. 3,210 oo 3,210
Apr. 1 '70 exchange note—Apr. 1, 19601 __ JE N I 17 17
May 17 2% note—Aug. 15, 1956 ... 2, 532 3,174 5, 706

Total o oo [ 13,631 41,943 | o 55,574

19175I_s§(1)1ed only on demand of owners, in exchange for 234 percent Treasury Bonds, Investment Series B-

2 Amount issued subsequent to June 30, 1954.
3 Issued December 15, 1954, additional amount of the issue dated August 15, 1954,
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Disposition of matured markeiable bonds, notes, and certificates of indebtedneés,
fiscal year 1955

{In millions of dolars]

Date of Called or maturing security Redeemed
refund- for cash or | Exchanged ' Percent
ing or carried to [ for new Total ex-
r];te‘;et Description and maturity date Issue date mglél_ll)rted security changed
1954
Aug. 15 | 2549, certificate—Aug. 15, 1954___1 Aug. 15,1953 55 2,733 2,788 9
Aug. 15 | 2589, certificate—Sept. 15, 1954.._| Sept. 15,1953 93 4,631 4,724 98.0
Dec. 15 | 176% note—Dec. 15,1954, _____.__ Dec. 1,1953 43 8,133 8,175 99.5
Dec. -15 | 2% bond—Dec. 15, 1952-5¢. . _____ Dec. 11,1944 243 8,418 8, 662 97.2
Dec. 15 2% bond—Dec. 15, 1951-55, called | Dec. 15,1941 29 482 510 94. 4
Dec. 15, 1954,
1955
Feb. 15 | 139, certificate—Feb. 15, 1955..__| Feb. 15,1954 106 6,901 7,007 98.5
Feb. 15 | 1349, note—Mar. 15, 1955._...___. Mar. 15,1950 326 5,040 5, 365 93.9
Feb. 15 | 276%, bond—Mar. 15, 1955-60, | Mar. 15,1935 364 2,247 2, 611 86.0
called Mar. 15, 1955.
Mar. 22 | 1% certificate (tax antlmpatlon) Aug. 2,1954 3,734 |ocooiiias 3,734 |oooas
Mar. 22, 1955,
May 17 | 116% certificate—May 17, 1955. .| May 17,1954 712 3,174 3,886 81.7
June 22 | 1369, certificate (tax antlclpa- Apr. 1,1955 3,210 |ocoooioe 3,210 | ...
tion) June 22, 1955.
Total ol 8,014 | 41,759 50,672 [cooooooo_.

In addition to its major offerings of marketable securities, the
Treasury continued its regular weekly offerings of the usual 91-day
Treasury bills. About $1.5 billion in these bills were issued each
week during the year and at the end of the year the amount of bills
outstanding stood at the same level as at the beginning of the year,
$19.5 billion. (For further detail on the weekly bill offerings see
exhibit 6.)

The increasing demand for credlt as the year wore on, together with
the shift in Federal Reserve credit policy during the year from credit
ease to credit restraint, was reflected in rising borrowing costs for the
Treasury. It was particularly evident in the increased rates of
discount on Treasury bill issues, which moved up from about % of
1 percent at the beginning of the fiscal year to around 1% percent by
the close of the year, and it continued to rise during the fall of 1955.
The average annual interest rate as computed on the total interest-
bearing public debt stood at 2.351 percent on June 30, 1955, as com-
pared with 2.342 percent a year earlier. (For further detail on the
computed annual interest charge and computed annual interest rate
by security classes, see table 43.)

As noted earlier, the public marketable debt went up by almost $5
billion during the year, but a decline of $3 billion in the nonmarketable
debt held the net increase in public issues outstanding to less than
$2 billion. The net decline in nonmarketable securities was due to a
sharp decline in the amount of Treasury savings notes outstanding.
The sale of these notes was discontinued in October 1953 and in-
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vestors in these securities, in effect, have shifted into marketable
holdings. At the close of the 1955 fiscal year, there were only $1.9
billion in Treasury savings notes outstanding, as compared with $5.1
billion a year earlier. (Sales, redemptions, and amounts outstanding
of Treasury savings notes of all series from August 1941 through
June 30, 1955, are shown in table 41.)

Also, during fiscal 1955 investors exchanged $0.2 billion of the 2%
percent, nonmarketable investment Series B-1975-80 bonds for the
.marketable 5-year, 1% percent Treasury notes. Changes in the non-
marketable interest-bearing debt during the year, by types of securi-
ties, are shown in the following table.

June 30, June 30, Increase, or
1954 1955

Class of security decrease (—)

fand
B

billions of dollars

United States savings bonds: .
Series B o o
Series Fand G, ..
Series H.._...... -
Series Jand K__.....__.....

=

Nt el Rttt
=

. e pooN
W | mnon | oo

Subtotal, savingsbonds_.._..
Treasury savings notes....._..._.__.
Treasury bonds, investment series. -
Depositary bonds. ..o oo oo

[33

—
—

W | oo OO
o

) . Total interest-bearing nonmarketable issues..._.._..____

-a
e
-
bad

*Less than $50 million,

The most important segment of the nonmarketable debt picture is,
of course, United States savings bonds. These bonds are one of the
best securities which the Treasury can use to keep the debt widely
distributed and thus on a sounder basis.

As noted earlier, there was a new postwar record in sales of Series
E and H bonds, the heart of the savings bonds program. At the close
of the year there were $39.3 billion in these bonds outstanding, repre-
senting an increase of $1.8 billion during the year.

The combined sales of Series F, G, J, and K savings bonds were $0.4
billion higher in fiscal 1955 than in the previous year, but redemptions
exceeded sales with the net result that the amount outstanding showed
a decline for the year. The growth in E and H bonds, however, more
than offset this decline and the total of all series of savings bonds out-
standing at the close of the year rose to a new record high of $58%
billion.

A major factor in the continued growth of savings bonds outstanding
is that savings bondholders in general are relatively long-term savers.
These securities were specially designed, of course, to encourage long-
~ term holdings. It is only when held for long periods that they make

. their maximum contribution to effective debt management.
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____ EANDH BONDS, FISCAL YEARS 1950-55

$Bil. $Bil.
Amounts Outstanding 39.%_ Sales and Accruals 63
3af e
(A’area
34.5
34} 258
12]- BESRRERRReE RS it :
Unma/area’ 7 6 1952 53
RERERE Redemptions
8 I X '/
SRR 135 4r
T / er
Matured ‘ ’
°Tleso 52 — 0
- Fiscal Years

CHART 5.

In a nationwide program of the magnitude of the E bond program,
the Treasury has had to face the fact that some people are likely to
cash bonds after relatively short periods of holding, and a substantial
portion of E bonds sold (particularly small denomination bonds) are
turned in within the first year or two.

Experience over the 14-year lifetime of the E bond program, how-
ever, has indicated that E bondholders are generally long-term savers,
despite the high scale of early redemptions. The average life of E
bonds sold is estimated to be approximately 7% years. Around $14
billion, over a third, of all E bonds outstanding are now in the extension -
period.

The redemptions of savings bonds as a percentage of the total sold,
by yearly series, are summarized in the accompanying table. De-
tailed information on savings bonds from March 1935, when this type
of security was first oﬁ"ered through June 30, 1955, is given in tables
35 through 40.
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Percent of Series E, F, G, H, J, and K savings bonds sold in each year redeemed
hrough each yearly pertod thereafter !

[On basis of Public Debt accounts, see “ Bases of Tables”]

Redeemed by end of—

Series and calendar year

(2] 12} v v 0
i i 0l w o 121 wr w w u (2] = - = = -
In which issued s 515|515 |5/5|5|5(8(8|8|8|3¢2
& 15 ° > 14 I3 123 £ B> > >
Bl |0 &] e«
- o o« A w0 © b~ o =2 - Rl — - —
Series E 2

F-1941 and G-1941_________
F-1942 and G-1942.
F-1943 and G-1943.
F-1944 and G-1944.
F-1945 and G-1945.
F-1946 and G-1946.
F-1947 and G-1947.
F-1948 and G-1948_
F-1949 and G-1949.
F-1950 and G-1950.
F-1951 and G-1951_
F-1952 and G-1952....__._.

WO LNMO~T~ID D WO

0O QO DD 0O GO DO B b ket i

iy

Nore.~The percentages shown in this table are proportions of the value of the bonds sold in any calendar
year which are redeemed before July 1 of the next calendar year, and before July 1 of succeeding calendar
years. Both sales and redemptions are taken at maturity value.

! Percentages by denominations may be found in table 40.
2 Similar detail for Series A through E savings bonds may be found in the 1952 annual report, p. 77.

OWNERSHIP OF FEDERAL SECURITIES
At the close of the fiscal year 1955 private nonbank investors held

$136.7 billion of Federal securities, or almost 50 percent of the total
debt outstanding. Private nonbank investors include individuals,
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insurance companies, nonfinancial corporations and associations,
pension funds, foreign accounts, and State and local governments.
The banking system, that is, commercial banks and Federal Reserve
Banks, held $87.1 billion, or 32 percent of the debt. The remainder
of the debt, $50.5 billion, or 18 percent, was held by the Government’s
own investment accounts, social security funds, retirement funds, etc.

During the year holdings by private nonbank investors increased
by $3.4 billion, or by more than the $3.1 billion total increase in the
debt. At the close of the year their holdings were at the highest"
level for any June 30. Holdings by Federal Government investment
accounts increased by $1.2 billion during the year. There was prac-
tically no net change in commercial bank holdings during the year,
while the Federal Reserve portfolio was down by $1.4 billion.

The following table presents figures on bank and nonbank owner-
ship, together with pertinent detail on the holdings of Federal
securities by the various investor classes. Their holdings as of June 30,
1955, are shown in chart 6. '

Ouwnership of Federal securities by investor classes on selected dates, 1941-551

Change
June 30, | Feb. 28, | June 30, | June 30, | during
1941 1946 2 1954 1955 fiscal
. year 1955
Amounts in billions of dollars
Estimated ownership by:
Private nonbank investors:
Individuals3._ . ... ol 11.2 64.1 65.0 65.3 .3
Insurance companies. . ... 7.1 4.4 15.3 14.8 —-.5
Mutual savings banks_._. 3.4 111 9.1 8.7 —.3
Corporations 4. __._._...._ 2.0 19.9 16.4 18.8 2.4
State and local governmen .6 6.7 13.9 14.7 .8
Miscellaneous investors 5. .7 8.9 13.7 14.4 .8
Total private nonbank investors..... _ 25.0 135.1 133.3 136.7 3.4
ged%{ral Government investment accounts.___.__ 8.5 28.0 49.3 50.5 1.2
anks:
Commercial banks_ ... . ... ... 19.7 93.8 63.6 63.5 —.1
Federal Reserve Banks_......_.____....___. 2.2 22.9 25.0 23.6 ~1.4
Total banks ..o ooooeiio_.. 21.8 116.7 88.7 87.1 —-1.5
Total gross debt outstanding.____ I 55.3 279.8 271.3 274.4 3.1
Percent of total
Percent owned by:
Private nonbank investors:
Individuals. ..o oo oooooo i aeea 20 23 24 7 .
Other. oo 25 25 25 b P
Total. o oo 45 48 49 50
Federal Government investment accounts. 15 10 18 18
Commereial banks_ ... ... B 36 34 24 23
Federal Reserve Banks_ ... ..o.ooo._. . 4 8 9
Total gross debt outstanding.. ____________.__._ 100 100 100 100 fooooauaas

1 Gross public debt, and guaranteed obligations of the Federal Government held outside the Treasury

2 Immediate postwa.r peak of debt.

3 Includes partnerships and personal trust accounts. Nonprofit institutions and corporate pension trust
funds are included under “Miscellaneous investors.” ,

4 Exclusive of banks and insurance companies.

¢ Includes savings and loan associations, nonprofit institutions, corporate pension trust funds, dealers and
brokers, and investments of foreign balances and international accounts in this country.
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Individuals, the largest single investor group in the Federal debt
ownership structure, held $65.3 billion of the Federal debt on June 30,
1955. Savings bonds accounted for over three-fourths of this total,
with an increase of $1.8 billion in Series E and H savings bonds during
the year, which more than offset a decrease in holdings by individuals
of other series of savings bonds. Individuals’ holdings of securities
other than savings bonds, principally marketables, decreased $0.4
billion for the year as a whole. These holdings declined by $1.3
billion in the first half of the fiscal year, but showed a net increase of
$0.9 billion in the last half of the year. A part of this increase can
be attributed to individuals’ absorption of the 3 percent bonds of 1995
offered in February. ,

OWNERSHIP OF THE DEBT, JUNE 30,1955

TOTAL GX:Z;,'S;:’:" Nonbank Investors Banks

$Bil.

% 500 =

200

100

/ Gom’/

Federal
/ Reserve
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CHART 6.

Federal securities held by insurance companies at the end of the
fiscal year amounted to $14.8 billion, or a decrease of $0.5 billion
during the year. Slightly more than $9 billion of these securities
were held by life insurance companies. Life insurance companies
again reduced their holdings in 1955, continuing the downward trend
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of the postwar years as new investment opportunities appeared in the
form of an increased supply of mortgages and corporate securities.
However, their liquidation of $0.4 billion in the fiscal year 1955 was
less than for the previous year.

Federal securities held by fire, casualty, and marine insurance
companies of $5.7 billion on June 30 were $0.1 billion lower than a
year earlier. Federal securities held by these insurance companies
are primarily concentrated in issues with a maturity of less than 10
years.

Mutual savings bank holdings of Federal securities at the end of
the fiscal year stood at $8.7 billion. Like the life insurance companies,
mutual savings banks have been increasing their mortgage and cor-
porate security portfolios since the end of World War II and liquidat-
ing a part of their holdings of Federal securities to aid in financing
this expansion. The decline of $0.3 billion in fiscal 1955, however,
was less than that in the previous year. For both life insurance
companies and mutual savings banks, the investment in the 3 percent
bonds of February 1995 acted to increase the average length of their
portfolios, the first such increase in a number of years. In both
classes their portfolios averaged approximately 9% years to first call
or maturity at the close of the year, which was very little different
from their prewar averages.

Holdings of Federal securities by corporations other than banks
and insurance companies increased by $2.4 billion during the fiscal
year, bringing their holdings to $18.8 billion. This was in sharp -
contrast to a decrease of $2 billion in the holdings of these investors
in fiscal 1954. The higher level of corporate profits during the fiscal
year 1955 was a contributing factor in the increase in holdings of
Federal securities, together with the increased attractiveness of yields
of Government securities as compared with those in 1954.

Holdings of Federal securities by State and local governments
amounted to $14.7 billion at the end of the fiscal year 1955, an -
increase of $0.8 billion over the preceding June. This was the smallest
annual increase in the holdings by these governmental units since 1951
and resulted from several factors. More of the retirement funds of
State and local governments are now being invested in corporate and
State and local securities; in addition, the decline in the rate of
growth may also indicate that some of the funds, representing tem-
porary investments, are being dispersed at a faster rate. About
one-third of the Federal security holdings of these governmental
units are in State and local government employee retirement funds.
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The holdings of all other private nonbank investors amounted to
$14.4 billion on June 30, 1955, an increase of $0.8 billion. The
largest increase in this category, $0.6 billion, came about as a result of
increased investments in Federal securities by foreign balances.
These .investment balances made up nearly $7 billion of the total
holdings of miscellaneous investors at the end of the fiscal year.
Corporate pension trusts accounted for $2% billion of the total. The
remaining investor classes in this group include savings and loan
associations, nonprofit associations, dealers and brokers, and certain -
smaller mstlbutlonal groups.

Government investment accounts increased their holdings of
Federal securities by $1.2 billion during the year. This was a smaller
increase than has characterized other recent years, primarily reflecting
a slower rate of accumulation by the Federal old-age and suryivors
insurance trust fund and a net decrease in the investments of the
unemployment trust fund of over $0.5 billion. Of the $50.5 billion
total held by these accounts, $43.3 billion, or approximately 86
percent, was in the form of special issues held only by these accounts.
Details on the ownership of securities by these accounts are shown
in table 52.

Holdings of Federal securities by commercml banks showed a
decrease of only about $0.1 billion for the year and stood at $63.5
billion on June 30, 1955. Although the overall change was small,
there were substantial shifts in the type of Federal issues held. As
mentioned in the preceding public debt operations section, the
Treasury issued a number of intermediate-term securities in the first
half of the year which were largely absorbed by banks. As a result,
‘the average length of marketable securities by the banks increased
from 3 years, 8 months to 4 years, 4 months in the year ending June
30, 1955.

The net effect of Federal Reserve Bank open market operations
during the year was reflected in a $1.4 billion reduction in holdings of
Treasury bills, mostly accounted for by liquidation associated with
the reduction of member bank reserve requirements in the summer of
1954. Shifts in holdings among certificates, notes, and bonds reflected
" refunding operations on maturing Federal securities. -

An analysis of the estimated changes in bank versus nonbank
ownership of Federal securities during the fiscal year 1955 is shown,
by type of issue, in the following table.

356812—56——4
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Estimated changes in ownership of Federal securities by type of issue, fiscal year 19551

[In billions of dollars}
Change accounted for by—
Total I Banks
changes | Private gg;grig:
gf)\lflet;%onr]; vestment Commer-| Federal
accounts | Total cial Reserve
Marketable securities:

Treasury bills. ...l ... * 3.0 * -3.0 -15 —1.4
Certificates of indebtedness - —4.6 —2.3 ™ -2.2 —-3.9 17
Treasury notes........_.._. - 8.8 5.7 .1 3.0 4.4 ~1.4
Treasury bonds, ete.. - . .6 -2 .2 7 1.0 —-.3-

Total marketable ____.__.____._____ 4.8 6.2 2 —1.5 -.1 —1.4

Nonmarketable securities, etc.:

United States savings bonds. ... .3 .3 * ™ [0 T PO,
Treasury savings notes____..._._...._.. -3.2 -3.1 ™ ™ *) P,
Special issues to Government invest-

ment accounts. ..o L0 |eeeiaee D V8 | I PRSI AR PR,
Treasury bonds, investment series_._. -.2 -2l *) (G0 2 P
Other... . .3 1: 75 PO, *) ™

Total nonmarketable, ete.. .. _...__ ~1.7 -2.7 1.0 *) [0 TR PN

Total change. ... ... 3.1 3.4 1.2 -15 -1 —1.4

*Less than $50 million.

1 Gross public debt, and guaranteed obligations’of the Federal Government heldfoutsidejthe Treasury.

CORPORATIONS AND CERTAIN OTHER BUSINESS-TYPE
ACTIVITIES OF THE GOVERNMENT

Corporations and certain other business-type activities of the
Government finance their lending and other operations from borrow-
ings from the Treasury, by appropriations, by sale of obligations to
the public, or by funds obtained through operations. The Secretary
of the Treasury is authorized not only to purchase obligations of
many of the agencies, but he is also, under certain circumstances,
authorized to approve the terms and conditions of such obligations.
A few of the agencies are exempt from the Government Corporation
Control Act (31 U. S. C. 868) with respect to their borrowings from
the public but are required to secure approval of the Secretary of the
Treasury or to consult with him before issuance of obligations to the
public. Most Government corporations are required to keep their
checking accounts with the Treasurer of the United States, although,
with the approval of the Secretary of the Treasury, such accounts
may be kept with the Federal Reserve Banks or with private banks
designated as depositaries or fiscal-agents of the United States.

Lending authority of the Reconstruction Finance Corporation was
terminated by the act approved July 30, 1953 (67 Stat. 230), effective
September 28, 1953. Since that time the Corporation has been in
liquidation. The Corporation’s activities in recent years have been
financed largely by its capital funds and by borrowings from the
Treasury. Some of its activities of a nonlending character involved
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expenditures not fully recoverable for which the Congress authorized
the cancellation of its notes held by the Treasury, such as the programs
for relief and for defense purposes. A statement showing the notes
canceled under such authorizations and the subsequent cash recoveries
for the fiscal year 1955 and cumulative through June 30, 1955, is |
contained in table 82.

Advances by the Treasury

The Treasury made advances to Government corporations and
agencies, during the fiscal year 1955, amounting to $16,895.2 million.
Repayments and refundings amounted to $13,583.9 million and can-
cellations to $5.0 million, resulting in net advances by the Treasury
during the fiscal year of $3,306.3 million. Detailed information relat-
ing to holdings, advances, repayments, and refundings will be found
in table 76.

Interest on advances by the Treasury

Except in cases where interest rates are fixed by statute, the Treas-
ury adjusts the interest rates on advances to corporations and activi-
ties from month to month to take into account the cost which the
Treasury must pay to borrow money in the current market, as re-
flected by prevailing market yields on United States Government
obligations with maturities corresponding to the approximate dura-
tion of the advances used by the agencies for their programs.

A description of Treasury holdings of bonds and notes issued by
Government corporations and agencies, together with the rates of
interest applicable thereto, is shown in table 75. -

Borrowing authority and obligations outstanding

The gross borrowing authority of agencies authorized to borrow
from the Secretary of the Treasury was increased by $1,813.1 million !
during 1955. The Commodity Credit Corporation’s borrowing au-
thority was increased by $1,500 million under Public Law 754, 83d
Congress, approved August 31, 1954 (68 Stat. 1047).  The next
largest increase in borrowing authority was granted to the Export-
Import Bank of Washington in the -amount of $500 million, pursuant
to Public Law 570, 83d Congress, approved August 9, 1954 (68 Stat.
678). Table 73 shows the maximum borrowing authority of Govern-
ment corporations and agencies and the outstanding amounts bor-
rowed from the Treasury by such agencies as of June 30, 1955. Un-
used borrowing authority of the Government corporations and agen-
cies amounted to $16,705.2 million as of June 30, 1955.

Assets, liabilities, and capital of Government corporations, etc.

The Government corporations and certain other business-type activ-

ities submitting reports to the United States Treasury as of June 30,

1 On final basis for 1954 and 1955.
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1955, had assets amounting to $57,252.1 million, consisting of $35,114.8
million in loans receivable, $3,475.5 million in commodities, supplies,
and materials, $6,693.7 million in investments, including public debt
obligations of the United States, $7,821.3 million in land, structures,
and equipment, and $4,146.9 million in other assets. The liabilities
~ of these agencies amounted to $21,522.5 million, including bonds,
debentures, and notes payable amounting to $18,066.5 million, of
which $16,172.3 million was held by the Treasury. Accounts payable,
accrued liabilities, trust and deposit liabilities, and all other liabilities
totaled $3,456.0 million. As of June 30, 1955, the total net invest-
ment of the United States Government in these agencies amounted
to $35,161.6 million, consisting of paid-in capital, earned surplus or
deficit, and expended appropriations.

Balance sheets submitted by these Government corporations and
business-type activities are published quarterly and their statements
" of income and expense, and of source and application of funds semi-
annually in the Treasury Bulletin. 'The balance sheets show the
amount and type of assets, liabilities, Government capital, and
capital which is privately owned. Information from the statements
submitted as of June 30, 1955, will be found in table 78, of this
report. A comparative statement of the assets, liabilities, and capi-
tal of the Government corporations and certain other business-
type activities as of June 30, 1946-55, is shown in table 77. The
income, expense, and changes in unreserved surplus or deficit for the
fiscal year 1955, appear in table 79. A statement pertaining to the
source and application of funds of the Government corporations and
certain other business-type activities during the fiscal year 1955 is
shown in table 80.

Subseriptions to and repayments of capital stock of Government corporations

The Government-owned capital stock of the Federal National
Mortgage Association was increased during the fiscal year 1955, in
the net amount of $72.8 million to reflect transfer of earned and paid-
in surplus to the capital account, pursuant to the Federal National
Mortgage Association Charter Act, approved August 2, 1954 (68 Stat.
622). During the fiscal year the Federal Savings and Loan Insurance
Corporation deposited into the Treasury $10.2 million as & repayment
of its capital stock. The production credit corporations, through the
Farm Credit Administration, repaid $0.3 million of their capital into
a revolving fund maintained in the Treasury. A statement showing
transactions relating to capital funds of Government corporations
appears in table 84.

Other payments to the Treasury by Government corporations, etc.

Interest, dividends, and similar payments received by the Treasury

during the fiscal year 1955 from Government corporations and certain
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other business-type activities amounted to $577.7 million. Similar
payments during the fiscal year 1954 amounted to $359.6 million.
Table 83 shows detailed information concerning these payments.
Guaranteed obligations of Government corporations, etc. -

Outstanding obligations guaranteed by the United States amounted
to $44.1 million as of June 30, 1955. Of this amount, $43.3 million
consisted of unmatured obligations issued by the Federal Housing
Administration, and $0.9 million represents matured obligations
issued by the Federal Farm Mortgage Corporation and the Home
Owners’ Loan Corporation. Detailed information on these obliga-
tions is found in table 23. :

SECURITIES OWNED BY THE UNITED STATES GOVERNMENT

On June 30, 1955, the United States Government owned securities
with a net face value of $26,749.5 million. These securities con-
sisted principally of capital stock, bonds, and notes of Government
corporations and business-type activities; securities evidencing loans
to farmers, foreign governments, home owners, railroads, and others; °
and securities evidencing United States subscriptions to the Interna-
tional Bank for Reconstruction and Development and to the Inter-
national Monetary Fund. A statement showing the securities owned
as of June 30, 1955, other than foreign government obligations of
World War I and World War II, appears in table 84, with an expla-
nation of each net increase or decrease during the fiscal year.

TAXATION DEVELOPMENTS

The fiscal year 1955 was a period of varied and significant tax
developments. The Internal Revenue Code of 1954, a major focus of
the Treasury’s tax activity during the preceding year, became law on
August 16, 1954. Many of the tax events of 1955 can best be explained
against the background of this basic legislation. -

In presenting the tax revision program which culminated in the 1954
Code, the President reserved a number of broad tax areas for future
consideration, to afford both the Congress and the administration
opportunity for further analysis and study. The Treasury pursued
these investigations during the year and in a number of areas made
substantial progress. A variety of steps were taken also to implement
the 1954 legislation by administrative action, including close scrutiny
of the operation of the law to insure that it was functioning in con-
formity with congressional intent and was effective in attaining its
objectives.

- Throughout the year tax policy was largely prescribed by budgetary
considerations. Although substantial progress was made toward a
balanced budget, partly as a result of large expenditure reductions,
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the budget remained unbalanced and the fiscal year closed with a
deficit of $4.2 billion. The administration was determined to narrow
further the gap between revenues and expenditures in the interest of
responsible management of the Government’s finances. In this situ-
ation, a compelling consideration with respect to all taxation issues
‘was the effect on the Government’s revenues. The largest tax re-
duction in the Nation’s history had been enacted in 1954. Further
substantial cuts would have resulted in heavy deficit financing that
might have revived dangerous inflationary pressures. No tax pro-
posal could}be recommended, therefore, which would result in a
significant revenue loss,

Corporate income tax and excise tax rate extensions

To move toward a balanced budget the administration requested
the Congress to extend for one year the rates of the corporate income
tax and certain excises. In the absence of such extension the corporate
normal tax rate would automatically have dropped from 30 percent to
25 percent on April 1, 1955, reducing the combined normal surtax
rates from 52 percent to 47 percent. This would have involved a
revenue loss of about $2 billion for a full year. Similarly, the rates
of a group of excises, including those on alcoholic beverages, cigarettes,
gasoline, and automobiles, would automatically have been reduced on
the same date at a revenue cost of approximately $1 billion. The
President recommended a one-year extension of these rates for the
reason that “Any other course of action would result in either (1) in-
adequate expenditures for national security, or (2) 1nﬂat10nary bor-
rowing.” (See exhibit 19.)

The Congress gave priority to bills introduced by the chairman and
ranking minority member of the Committee on Ways and Means to
implement this recommendation. As amended by that committee the
bill also included a $20 per capita cut in the individual income tax.
This would have taken about five million taxpayers completely off the
income tax rolls and resulted in a revenue loss of $2.3 billion in a full
year. A tax cut of this magnitude would have constituted a grave
threat to the administration’s policy of moving in the direction of a
budgetary balance as expeditiously as circumstances permitted. Ac-
cordingly, the Treasury opposed the cut vigorously. The amended
bill, nonetheless, was passed by the House of Representatives by a
margin of five votes. The Treasury continued its opposition before
the Senate, where the income tax cut amendment ultimately was
eliminated. (See exbibits 20 and 21.) The extension of the corpo-
ration income and excise tax rates became law on March 30, 1955
(Public Law 18), and the tax rates enacted in 1951 remained in effect
for another year.

-
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Changes in the 1954 Code

In tax revision as comprehensive as that undertaken in 1954 some
matters of detail are inevitably overlooked. To uncover these situa-
tions the Treasury observed closely the operation of the new code as
its provisions began to be put into actual practice by taxpayers. In
addition it carefully combed the new law for matters that might have
been missed while the legislation was being drafted and worked over
by the Congress. This brought to light a number of technical defi-
ciencies in the language of the new law. It revealed also that two
provisions, relating to prepaid income and reserves for estimated
‘expenses, were not operating as had been anticipated.

Prepaid income and reserves for estimated expenses.—Under the 1939
Code, a number of divergencies existed between income computed for
tax purposes and income computed for business purposes. The princi-
pal area of difference lay in different requirements as to the time when
items of income and deductions should be taken into account in
computing income.

Business accounting requires accrual method taxpayers to include
income in the period in-which earned, which is not necessarily the
period in which it i3 received. Tax accounting, however, did not
usually permit the deferral of income beyond the period in which it
was received. Similar differences existed in the timing of deductions.
Accrual method taxpayers are required by sound business accounting
rules to charge the income of a given year with all expenses related to
the production of that income. These expenses include estimates of
amounts which relate to the income of the year but which will not ac-
tually be disbursed until a subsequent year, as for example, the esti-
mated future costs of fulfilling guarantees on products sold. One
objective of the 1954 Code was to bring accounting for tax purposes
into befter alignment with accepted business accounting.

It was anticipated that during the transition to the new procedures
some revenue loss would result. Taxpayers who had not been esti-
mating certain expenses but had been deducting them as they were
actually disbursed would in the transition year also take their first
deductions for new expenses accrued during that year. Similarly,
taxpayers who had been reporting prepaid income as received would
now defer such income until it was actually earned. It soon became
evident, however, that the revenue loss would far exceed expectations.
Many taxpayers indicated an intention to estimate expenses for tax
purposes which they had not previously estimated for financial pur-
poses. An “all or nothing” clause in the statute prevented taxpayers
from taking advantage of the benefits of these sections for single items
of income or expense without electing them for all items eligible for the
new treatment. Further, the likelihood of litigation was indicated by
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differences between the Treasury and some taxpayers as to the type of
items properly included within the scope of these sections.

It became clear that however desirable the objective of aligning tax
accounting with good commercial accounting practice, the revenue
impact was not compatible with existing budgetary conditions. To
protect the revenues and afford the congressional committees and the
Treasury time to consider alternatives, the Treasury recommended
that Congress repeal Sections 452 and 462 of the 1954 Code. (See
exhibit 22.) The bill H. R. 4725, effecting the retroactive repeal,
became Public Law 74 on June 15, 1955.

Mainor defects.—The detailed scrutiny of the new code conducted in
cooperation with the congressional tax staff also uncovered a number
of minor defects. A list of suggestions for perfecting the new code was
compiled. Some related to misprints, misspelling, and bad punctu-
ation which had no legal significance. Others would have corrected
ambiguous statutory language. This list was reviewed in consultation
with the congressional tax staff. None of the items was found to -have
an important effect on the revenues; a substantial number could be
handled administratively. On the basis of this examination, and after
an exchange of letters between the Secretary of the Treasury and the
chairman of the Committee on Ways and Means, it was decided that
the remaining problems did not warrant the injection of remedial
legislation into a crowded congressional calendar.

Cooperatives

One subject deferred for additional study at the time of the 1954
revenue revision was the taxation of cooperatives. This matter was
known to require attention because legislation enacted in 1951 de-
signed to establish a basic policy had not accomplished its purpose.
The subject was excluded from the 1954 tax recommendations because
of its complexity and because it required more congressional attention
than appeared available at the time.

The intent of the 1951 legislation was to make all income of coopera-
tives taxable in the year earned, either to the cooperative itself or to
its members. The income was to be taxed to the cooperative unless
paid in cash or allocated as patronage refunds to patrons or to members.
In the latter case, it would be taxed to the patron.

However, several courts have held that when allocation certificates
issued to patrons have no fair market value they are not properly in-
cludible in the taxable income of the patrons when issued. Under
these decisions cooperatives could take current tax deductions for
certificates which are not taxable to the recipients. This would enable
cooperatives to retain earnings indefinitely without either the co-
operative or the patrons incurring income tax liability.
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Secretary Humphrey described this situation in a letter to the chair-
man of the Ways and Means Committee on July 26, 1955, and out-
lined some remedial measures. (See exhibit 23.) He suggested that
cooperatives might be allowed deductions for (a) cash distributions
and (b) noncash allocations issued in such form as would make them
currently taxable to patron-members receiving them. Under this
approach the amount deductible by the cooperative itself would not
exceed the amount currently taxable to the patrons.

To meet the problem which would arise from requiring patrons to
pay taxes currently on noncash allocations, and in the interest of
- effective administration, the Secretary suggested consideration of a
withholding arrangement on 8 basis comparable to the present with-
holding of income taxes from wages and salaries. The Department
submitted this plan in the expectation that it would not interfere with
the proper ﬁnancing of cooperatives and would insure that all co-
operative income is taxed as it is earned either to the cooperative or
10 the member.

In the expectation that the taxation of cooperatives will receive
congressional attention at the next session, the Treasury is continuing
to accumulate factual information on the operations of cooperatives.

Retirement funds for the self-employed

Another area deferred for further study in 1954 was the tax treat-
ment of the savings of self-employed persons for retirement purposes.
- The self-employed can now provide for their own retirement only
out of taxed income. Employees of corporations or unincorporated
businesses, on the other hand, are taxed on retirement funds provided
by their employers only when they receive these funds after retirement.
~ These problems have been under study in the Congress and the
executive branch for several years. In 1955 consideration was given
to the bills, H. R. 9 and H. R. 10, introduced by members of the
Committee on Ways and Means. They permit self-employed persons
and employees not covered by pension plans to postpone tax on a
part of their earned income set aside in specified ways for retirement
purposes. The amounts so excludable would be limited to 10 percent
of earned income, not to exceed $7,500 a year or $150,000 durmg 9
lifetime.
The Committee on Ways and Means held pubhc hearings on these
- bills, and on June 27, 1955, heard Secretary Humphrey present the
Department’s views. He did not favor adoption of plans for this
purpose at that time because the substantial costs involved were
incompatible with the Government’s budgetary situation. The
Secretary suggested that relief for the retirement income of the self-



42 1955 REPORT OF THE SECRETARY OF THE TREASURY

employed be reconsidered when the budgetary conditions improve.
(See exhibit 24.1)

Later in the session the Committee on Ways and Means tentatively
approved a plan covering only the self-employed. The amount of
income which might be excluded for purposes of retirement was
limited to $5,000 a year and $100,000 during a lifetime. However,
the committee decided to hold this matter in abeyance. ‘

Business income from foreign sources

The President’s tax revision program, which culminated in the 1954
Code, contained several recommendations designed to insure that
tax considerations do not deter the flow of American private capital
to different parts of the free world, where it is needed to speed economic
development, improve living standards, and increase international
trade.

Provisions intended to give effect to this policy were contained in
the tax revision bill of 1954 as reported by the Ways and Means
Committee and voted by the House of Representatives. The
principal provisions were subsequently eliminated largely because of
problems encountered in defining foreign business income. The
problem was to restrict the relief provisions to income earned from
significant business activity actually conducted abroad, and exclude
income derived from products manufactured at home and merely
sold for delivery abroad. As a matter of national policy, it would
not be advisable to subsidize exports by taxing profits from exports
at a lower rate than profits from domestic sales.

In deleting the foreign income provisions from the bill, the Senate
Committee on Finance expressed the hope that further consideration
by the conference committee would develop a satlsfactory solution.
This, however, did not materialize.

Durlng the past year the Department gave further study to this
problem and developed a revised draft of the proposed legislation
which would limit the tax relief to income derived from the active
conduct of a trade or business abroad and deny it to export trade.
This draft was transmitted to the Committee on Ways and Means
(exhibit 25) and was subsequently incorporated in a bill, H. R. 7725,
introduced by the chairman of that committee. It would grant
United States enterprises engaged in business abroad a 14 percentage
" point tax reduction as compared with enterprises engaged in business
“at home. The rate reduction is equivalent to that available since
1942 to Western Hemisphere trade corporations but the conditions
under which it would apply are different.

1 For Treasury ‘“Report on Plans to Postpone Tax on Income Set Aside to Provide Income for Self-Em-

ployed Persons,” see ‘‘Hearings before the House Committee on Ways and Means on Individual Retire-
ment Act of 1955’ (84th Congress, 1st Session), pp. 7-33.
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Another section of the proposed legislation would postpone the
taxation of earnings from branch operations in a foreign country
until the earnings are actually withdrawn from that country. Since,
under present law, income from a foreign subsidiary corporation is
taxed only when received by the domestic parent company, this
provision would place branches of United States corporations in
substantially the same tax position as foreign subsidiaries. The
deferral of tax on foreign income until it is repatriated would encourage
foreign investment and provide American enterprise abroad greater
freedom in choosing the form of business organization employed.

During the year the extension of bilateral tax treaties designed to
eliminate double taxation and other tax impediments to the flow of
investment has been pursued. These treaties arrange for the allo-
cation of income between countries, provide for credits for taxes paid
to foreign governments, and establish rules for the taxability of
income. They also enable the tax authorities to solve problems
arising out of international differences in tax concepts and adminis-
trative practices on a mutually agreeable basis and to the benefit of
the taxpayer.

During the past year there have come into effect income tax treatles
with Japan and Italy, and protocols to the treaties with the United
Kingdom and the Netherlands. Active negotiations were conducted
with Belgium, Mexico, Cuba, and Honduras, and preliminary talks
were held with other countries. Income tax treaties with 19 countries
are now in effect. '

An important policy innovation in the tax treaty program was
announced by Secretary Humphrey at the meeting of Finance Minis-
ters at the Inter-American Economic and Social Council in Rio de
Janeiro in November 1954.

An 1ntegra1 part of the United States tax treatment] of foreign
income is the tax credit allowed United States taxpayers for foreign
income taxes which provides a necessary safeguard against prohibitive
taxes arising from international double taxation. However, it has
certain undesirable aspects. Thus, it may deprive United States
investors of the benefits of tax concessions granted by foreign countries.
This ‘occurs because a reduction in foreign tax may serve only to
produce a corresponding increase in United States tax. The Secretary
announced at Rio de Janeiro that to remedy this situation the United
States is prepared to consider the use of tax treaties to recognize
tax concessions made by other countries to attract foreign capital.
This policy was reiterated by the President on January 10, 1955, in
his message to the Congress on foreign economic policy in which he
declared: ‘“Under proper safeguards, credit could be given for foreign
income taxes which are waived for an initial limited period, as we now
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grant credit, for taxes which are imposed. This would give maximum
effectiveness to foreign tax laws designed to encourage new enterprises.”

Special amortization

The liberalized depreciation allowances in the 1954 Code reduce
the need for rapid amortization and during the year the Treasury
reexamined the special amortization program adopted in 1950 in
connection with.the Korean war effort. Available data indicated
that special amortization involved an estimated revenue loss of $880
million for the fiscal year 1956 and a loss of similar dimensions in
fiscal 1957.

The Department’s examination indicated also that since the acute
emergency phase of the defense program is substantially completed,
the need for special amortization is less compelling. Moreover,
recent changes in the tax laws substantially altered the tax situation
which existed when accelerated amortization was first adopted. The
excess profits tax with the top rate of 82 percent, which tended to
discourage large expenditures for new plant facilities, had been
repealed as of January 1, 1954. The liberalized depreciation methods
provided under the 1954 Code permit faster capital recovery by all
taxpayers equally and meet the basic needs of the whole economy.
This reduces the need for giving particular taxpayers with particular
facilities more favorable treatment than is accorded taxpayers
generally.

In the Department’s view accelerated tax amortization was an
artificial device which served a necessary purpose in the defense
mobilization program but should not be relied upon on a continuing
basis. The country’s ecovomic interests would be better served if
future expansion of defense facilities was an integral part of broad,
long-range economic growth and proceeded without benefit of
artificial stimulation.

These views were conveyed by Secretary Humphrey to the Sub-
committee on Legal and Monetary Affairs of the House Committee
on Government Operations on July 18, 1955. (See exhibit 26.) He
proposed a reexamination of the special amortization program in the
expectation that it could now be confined to war requirement facilities.
He also pointed out that use of the tax laws to achieve diverse social
purposes indirectly impaired their primary function of raising the
revenues in an equitable manner. Use of tax laws for such ancillary
purposes is appropriate only under emergency conditions, when rigid
restrictions can be imposed for the protection of the public interest.

Life insurance companies

The taxation of life insurance companies has long been gofrérned
by special provisions. From 1921 through 1950, the tax was com-.
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puted by applying the regular corporate rates to the so-called free
investment income of the company. This is income from investments
minus investment expenses and the allocations made out of the invest-
ment income to the reserves of the policyholders. Until 1950 the
determination of free investment income had been made largely on
the basis of an arbitrary assumption as to the rate of earnings on the
policyholders’ reserves.

By 1950 it had become evident that this approach was unsatisfactory
and a new formula was adopted for the years 1949 and 1950. Under
this formula free investment income was computed on the basis of
the average experience of the industry in the preceding year. In
1951 another stopgap formula was used which applied a special low
rate tax to the net investment income of the company without adjust-

-ment for allocations to policyholders’ reserves. This formula was
reenacted in each of the years 1952 through 1954. Time did not
permit the development of a permanent formula as part of the Internal
Revenue Code of 1954. The Ways and Means Committee, however,
created a subcommittee of its own members and instructed it to
develop a permanent plan for the ‘taxation of life insurance companies.
The plan evolved by that subcommittee was embodied in H. R. 7201,
approved by the Ways and Means Committee and passed by the
House on July 18, 1955.

The Treasury kept pace with these developments. It reviewed the
history and problems of taxation of life insurance companies, and
examined the materials developed in the hearings and the studies of

~ the staff of the subcommittee of the Ways and Means Committee.

On the basis of this review, the Treasury suggested that an attempt be

made to develop a method for taxing life insurance companies in a

manner similar to other businesses. (See exhibit 27.) '

However, the Treasury did not object to the enactment of H. R.
7201 with its application limited to one year and with the under-
standing that the whole problem would have further study preparatory
- to the development of further legislation to be submitted for enact-
ment next year when the Treasury’s suggestions would be fully
explored.

The Committee on Finance held public hearings on H. R. 7201 on
July 25, 1955, when a representative of the Treasury presented the
Department’s views.! Subsequently, the committee announced that
legislation was being deferred until early next year. '

In view of these developments, the Internal Revenue Service ex-
tended the time for filing the declaration of estimated tax and for
paying the tax due thereon by life insurance companies until March 15,

! Statement of Laurens Williams, Assistant to the Secretary of the Treasury, before the Senate Finance
Committee on “Tax Formula for Life Insurance Companies” (84th Congress, 1st Session), pp. 15-31.



o

46 1955 REPORT OF THE SECRETARY OF THE TREASURY

1956. For the benefit of companies wishing to make estimated pay-
ments on account of 1955 income tax liabilities, the Treasury an-
nounced the statistical information needed to compute the tax liability
under the 1942 law, which technically came into effect in the absence
of new legislation.

Miscellaneous tax legislation

This year, as in other years, a substantial number of tax bills were
introduced and referred to the Committee on Ways and Means. They
pertained to virtually every phase of the Federal tax system, including
income, gift, estate, and excise taxation, as well as administrative
matters. Some would have given retroactive application to provisions
incorporated prospectively in the 1954 Code. Others would have
granted relief in specific situations; some prospectively, some retro-
actively.

The Committee on Ways and Means considered over one hundred
separate revenue bills. The Department recommended against the
enactment of many of these because they involved retroactive legisla-
tion to which the Department is opposed as a matter of principle. It
opposed enactment of others, either because they would have involved
a substantial revenue loss or because they were not essential to tax
fairness.

The Committee on Ways and Means reported favorably on over
forty of these bills, which it approved unanimously. Nineteen bills
were subsequently enacted. (See exhibit 30.) These included bills
extending the retirement income credit to members of the Armed
Forces who retire before the age of 65, exempting from income tax
withholding noncash wages paid to retail salesmen who ordinarily are
compensated in cash, and removing motorcycles from the excise on
motor vehicles.

Twenty-two additional bills were passed by the House of Repre-
sentatives and are now pending in the Senate Committee on Finance.
Included are bills liberalizing the retirement income credit by bringing
it into alignment with the current social security provisions, providing
a carry-over and carry-back of unused foreign tax credits, extending
the exemption under the excise on transportation of persons to travel
in the Caribbean area, limiting the excise on radios and television to
sets of the entertainment type, and restricting the application of this
excise with respect to replacement parts.

Those bills on which the Committee on Ways and Means was not
unanimously agreed, but which were favored by a committee majority,
were earmarked for an omnibus bill which came to be called the
“bobtail bill”. The measure to provide tax relief for the self-employed
(previously described herein) is in this¥group, as are measures to
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facilitate investment in antiwater-poliution facilities, to eliminate
the corporation tax on the earnings of real estate trusts, to repeal the
transportation tax on coal, and to reduce the tax on air conditioners.

Other fiscal matters

In view of their importance to the Government’s finances, the
Department took an active interest in the legislative implementation of
the President’s highway and school construction programs. It coop-
erated with the Department of Commerce and the Department of
Health, Education, and Welfare which respectively had primary
respounsibility for drafting the legislation to implement the highway
and school construction programs. '

The Secretary appeared before the Public Roads Subcommittee of
the Senate Committee on Public Works in support of the Administra-
tion’s highway program on March 22, 1955, and before a subcommittee
of the House Committee on Public: Works in May and on July 12.
(See exhibit 28.) The Secretary supported the financing principle
incorporated in the highway bill and expressed the view that as nearly
as possible the program should be handled on a pay-as-you-go basis.
He would not object, he said, if the Congress deemed it appropriate to
increase the Federal gasoline tax to finance the program.

The Department participated also in the work of the Commission on
Intergovernmental Relations which filed its report with the President
on June 20, 1955. The Under Secretary of the Treasury, one of the
three Federal members on the Commission, took an active part in the
Commission’s deliberations and placed the staff facilities of the De-
partment at the disposal of the Commission. In this connection, the
Department’s staff prepared for the use of the Commission an analysis
" of overlapping taxes in the United States, materials concerning
Federal payments in lieu of State and local taxes, and data relating to
other aspects of Federal-State fiscal relations.

Social security developments

The Board of Trustees of the Old-Age and Survivors Insurance
Trust Fund, of which the Secretary of the Treasury is Managing
Trustee, met in connection with their annual report for the fiscal year
1954, and proposed a change in the method of computing the interest
rate on investments of the trust fund. Under existing law, the interest
on special obligations issued directly to the fund is the average on the
total interest-bearing public debt. In view of the long-term nature
of the trust fund, the trustees proposed that the rate on these securities
be based on the average interest paid on marketable Treasury bonds
(by definition having a maturity of five years or more at the time of
issue). This ties the earnings of the fund more closely to the market
rate of interest, and places the earnings of the fund on a basis more
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nearly comparable to those of privately administered trust funds.
The change would mean an increase in the interest earnings of the
fund, based on its present size, of about $44 million annually. .

The Treasury, in cooperation with the Department of Health,
Education, and Welfare, also developed a plan for consolidating the
wage reporting under social security with the wage reporting under
the income tax, with substantial economies for taxpayers and the
Government. The plan would eliminate about 12 million quarterly
* wage reports a year containing 200 million wage items which are now
required by the system of quarterly wage reports for social security
purposes. The consolidated wage reporting plan also contemplates
the use of wage reports maintained by the Social Security Adminis-
tration in connection with checking on information submitted for
income tax purposes. Minor modifications in the eligibility provisions
of the social security program are required under the plan but the:
rights of all individuals would be safeguarded throughout.

The proposal for altering the method of computing the interest
rate on investments of the social security trust fund and the consoli-
dated wage reporting plan were incorporated in the bill H. R. 7770.

International Financial and Monetary Developments

Fiscal 1955 was a year of further improvement in international
economic and financial relations. Many countries took new steps
toward the dismantling of direct restrictions on trade and payments
although, on the whole, the advance was slower than in the previous
year. The developments included some significant reductions in .
discriminations against imports from the dollar area. Progress in
these directions was most marked in the continental countries of
Western Europe where it was facilitated by expanding production,
rising monetary reserves, and growing competitive strength in over-
seas markets, '

In some countries, however, mostly in the category of primary
producers, payments difficulties persisted and there was generally
some deterioration rather than improvement in their international
accounts. But in only a few instances did these difficulties lead to
an increase in import restrictions. '

Internal monetary and price stability was achieved or maintained
on a wide scale. The exceptions were mainly the less-developed
countries, where the claims of development programs contributed to
inflationary pressures. With a growing appreciation of the strength
and flexibility of fiscal and monetary measures, wider use was made of
these, rather than of new trade and exchange restrictions, to promote
internal stability and to protect payments positions.
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The United States balance of payments and gold movements

During the fiscal year 1955 the United States exported $21.1 billion
and imported $16.4 billion of goods and services. With a deduction
of $2.5 billion of goods and services exported under military aid pro-.
grams, the export surplus amounted to $2.2 billion, or $1.2 billion
more than the corresponding surplus of the previous year. In addi-
tion to the $16.4 billion supplied for imports of goods and services,
the United States provided the rest of the world, through other trans-
actions (exclusive of military aid) with dollars or their equivalent to
the net amount of $4.0 billion. Of the combined total of $20.4
billion, private transactions, including imports of merchandise, travel,
investments, and gifts, accounted for $15.1 billion, or 74 percent, and
United States Government transactions, mainly military expenditures
abroad and nonmilitary grants, for the remaining $5.3 billion. The
contribution made through United States Government transactions
to the total net amount of dollars supplied by the United States to
the rest of the world through all transactions, public and private
(i. e., exclusive of military aid grants), has remained nearly constant
for the past four years, after falling from 40 percent in fiscal 1949 and
35 percent in fiscal 1950. The dollars supplied by the United States
through Government transactions fell from $6.9 billion in fiscal 1949
to $5.3 billion in fiscal 1955, while concurrently the dollars supplied
through private transactions increased from $10.5 billion to $15.1
billion.

To finance their fiscal year 1955 imports of goods and services from
the United States, foreigners required, exclusive of military aid, $18.6
billion. Since the dollars supplied to them during the year, exclusive
of military aid, amounted to $20.4 billion, the rest of the world (includ-
Ing international organizations) had a net gain from transactions with
the United States of $1.8 billion. Of this gain, $0.3 billion was repre-
sented by gold and $1.5 billion by long- and short-term dollar assets.
In fiscal 1954 the outside world made similar gains of $0.5 million
in gold and $1.4 billion in dollar assets.

During the year under review foreign countries (exclusive of the
U.S.S.R.) increased their official gold holdings by an estimated $0.9
billion, about three times the net amount they acquired through gold
transactions with the United States. On June 30, 1955, those coun-
tries held gold to the amount of $14.3 billion, as compared with United
States gold holdings of $21.7 billion. The United States share of the
_ official gold resources of all countries (excluding the U.S.S. R.) was thus
~ 60.4 percent. In the course of the past decade the corresponding pro-
portion, as of June 30 in each year, rose from 60.4 percent in 1945 to
73.1 percent in 1949. By the end of fiscal 1955 the proportion had
again declined to the 1945 level.

356812565
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The strength of the outside world’s position in relation to dollar
payments is only partly reflected by changes in official gold holdings.
Account must also be taken of changes in short-term dollar holdings,
both official and private. The short-term dollar resources and official
gold holdings of foreign countries increased during the fiscal year by
$1.7 billion to a total of $25.8 billion. Over the six-year period ending
June 30, 1955, the total of these assets rose by $11 billion. Rising
gold and dollar holdings have entered importantly into the considera-
tions which have led many countries to relax restrictions on trade and
foreign exchange maintained for balance of payments reasons.

At the Tenth Annual Meeting of the Board of Governors of the
International Monetary Fund in September 1955, certain countries
again proposed that the United States should raise the price of gold
above its present $35 per ounce. In disagreeing with these proposals
Under Secretary of the Treasury Burgess emphasized that an increase
in the price of gold would be inflationary. It would also, he pointed
out, be in sharp conflict with the aim of the United States to “main-
tain a sound currency as the basis for economic health, not only in the
United States but also wherever the -dollar is important”. (See
exhibit 35.) ' :

Progress toward convertibility and trade liberalization

While further progress was made during the year under review in
preparing institutional arrangements which would facilitate a move to
convertibility of the major world currencies, the prospects for early
~ moves to formal convertibility did not increase. In recognition of the -
key position which sterling holds in world-wide trade and payments,
the leading countries of continental Europe have looked to sterling to
set the pace for further important steps to convertibility. The policy
of the United Kingdom and the Commonwealth to work for a freer
multilateral pattern of trade and payments has béeen reiterated. The
British Chancellor of the Exchequer announced, however, that a
period of consolidation to strengthen the economic and financial po-
sition of the United Kingdom on the domestic front must precede any
further forward move on the exchange front.

Discussion of changes which the advent of convertibility should
entail in present institutional arrangements for intra-European trade
and payments continued throughout the year under the auspices of
the Organization for European Economic Cooperation. Two of the
most important issues to be dealt with were: (a) The question of
appropriate provisions for termination of the present European Pay-
ments Union at the time of convertibility; and (b) the problems which
a transition to convertibility might pose for such European countries
as were not able to make their own currencies convertible.
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At the Ministerial Meeting of the OEEC in Paris in June 1955,
agreement was reached in principle on a satisfactory resolution of
these issues and an extension of the European Payments Union for
another year. Such extension of the Union was to be subject to a
proviso that it would be terminated at any time prior to June 30, 1956,
if members holding half of the quotas should signify their intent to
terminate the Union and to bring into effect 2 new European Fund.
This new institution would be empowered to assist member countries
in temporary balance of payments difficulties through gold credits
which would be made on an ad hoc basis and Would be repayable in
not less than two years.

It was also agreed that, as from August 1, 1955, settlements through
the European Payments Union would be made 75 percent in gold and
25 percent in credit rather than on the 50-50 basis used during the
previous year. A formal agreement extending the Union on the terms
described above was signed by the member countries on August 5,
1955. Formal provisions for establishment of the new European
Fund, in the event of a termination of the Payments Union on the
above terms, have been incorporated in a European Monetary Agree-
ment which likewise was signed on August 5, 1955. This Agreement
also contains certain technical provisions which the OEEC countries
have agreed upon relating to the carrying out of settlements among
the European central banks and the extension of certain short-term
credits, under conditions of convertibility.

The provisions for establishment of the European Fund call for a
capital of $600,000,000, of which $328,425,000 would be contributed
in gold by present members of the Payments Union. The United
States has agreed to permit the transfer to this Fund, when estab-
iished, of the $271,575,000 still remaining out of its original contribu-
tion to the capital of the Payments Union. :
~ Under Secretary of the Treasury Burgess with other officials of the
Government represented the United States in discussions of these
magters by an OEEC Ministerial Examination Group oa Converti-
bility, which met in July 1954 in London and again in January 1955
in Paris under the chairmanship of the British Chancellor of the
Exchequer, and also at the January 1955 Ministerial Meeting of the
OEEC in Paris. Assistant Secretary of the Treasury Overby similarly
represented. the United States at the OEEC Ministerial Meeting in
June 1955 at which agreement was reached in principle on the arrange-
ments described above.

In addition to the above developments relating to currency converti-
bility, the year under review also witnessed continued progress in the
relaxation of discriminatory trade controls and restrictions on inter-
national payments by a number of foreign countries. The United
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Kingdom removed import restrictions on a further series of commodi-
ties and relaxed certain other restrictions, including those on conver-
sion of legacies into dollars. In Continental Europe, West Germany -
announced two further lists of items the import of which from the
dollar area is now freed from quantitative restrictions and introduced
a number of modifications in its exchange control regulations, while
several other countries, particularly Sweden, Denmark, and Austria,
took their first important steps in liberalizing dollar imports. Several
non-European countries in the sterling area also reduced restrictions
on dollar imports and liberalized certain of their exchange restrictions
‘during the year, although Australia found it necessary to tighten
restrictions on imports from all sources.

Progress toward trade liberalization was not confined to the reduc-
tion or elimination of quantitative import or exchange restrictions.
Some other noteworthy measures were taken. These included: The
enactment by the United States of the Trade Agreements Act,
extending the President’s authority to enter into trade agreements
for a period of three years, up to June 1958, the negotiation of trade
agreements under which the United States and Japan made numerous
trade concessions to each other, with the United States also granting
various concessions to third countries in return for concessions which
the latter made to Japan, and a comprehensive review, by the con-
tracting parties, of the General Agreement on Tariffs and Trade
(GATT). A ’

The review of GATT resulted in various revisions of its provisions.
In addition a new agreement was drafted for setting up an interna-
tional body, to be known as the Organization for Trade Cooperation
(OTC), which would serve as a continuous mechanism for the admin-
istration of the GATT. In a message to the Congress on April 14,
1955, the President recommended the enactment of legislation
authorizing United States membership in the Organization. The
recommendation awaits congressional consideration.

International Monetary Fund and exchange stabilization arrangements

The International Monetary Fund, which was established to
promote international cooperation in exchange arrangements and to
foster freedom of exchange transactions, continued through the year
under review its important consultations with the member countries
retaining restrictions. Through these consultations, the Fund has
exerted its influence toward the simplification of international ex-
change arrangements and the elimination of restrictions. The Fund
also issued a policy decision recording its views on the use of bilateral
arrangements which involve currency restrictions. In accordance
with this decision, the Fund will discuss with members which are
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parties to bilateral arrangements the possibilities of their early re-
moval and the ways and means by which the Fund can assist in thls
process.

There were some developments in the course of the year with respect
to par values and membership. The Fund agreed to a change in
the par value of the Paraguayan currency from 15 to 21 guaranies
per United States dollar and to a change in the par value of the .
Nicaraguan cordoba from 5 to 7 per United States dollar. Israel
became a member and Czechoslovakia's membership was terminated.
With the addition of Afghanistan in July 1955 and Korea in August,
the membership of the Fund (and, correspondingly, of the Interna-
tional Bank) was raised to 58.

During the fiscal year 1955 the International Monetary Fund sold
$58.7 million in dollars to members in exchange for their own cur-
rencies, and members of the Fund purchased their currencies from
the Fund with gold and dollars to the amount of $259.1 million.
Since the beginning of its operations, the Fund has sold the equivalent
of $1,213.8 million in currencies and members have repurchased their
currencies in the amount of $716.8 million.

In September 1954 the Fund extended to October 1955 the expiring
standby arrangement made with Mexico in April 1954. Under this
arrangement, made when the Mexican peso was devalued, Mexico
could purchase up to $50 million from the Fund in exchange for
pesos. The United States-Mexican Stabilization Agreement, made
at the same time as the Fund’s standby arrangement, was continued
in force during the fiscal year. Under this agreement Mexico could
purchase for pesos up to $75 million from the United States Exchange
Stabilization Fund, if the occasion for use should arise, for exchange
stabilization operations to aid in preserving Mexico’s  exchange
system free from restrictions on payments. In April 1954 Mexico
purchased $22.5 million from the Fund under the agreement with the
Fund, and repaid this amount in June 1955. No drawing was made
under the United States-Mexican Stabilization Agreement in the
course of the year. Meanwhile, the peso has remained freely con-
vertible into dollars, _

In February 1955 standby arrangements with Peru were renewed
for an additional year to enable Peru to maintain a foreign exchange
system free of exchange restrictions. Under these arrangements
Peru was authorized to draw up to $12.5 million from the Fund under
a standby arrangement, $12.5 million from the United States Exchange
Stabilization Fund, and $5 million from a New York bank. Peru
has not found it necessary to utilize any part of these credits.
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International Bank for Reconstruction and Development

The International Bank made loans aggregating $410 million, an
amount greater than that loaned in any previous fiscal year. The
Bank continued to finance chiefly basic services which form the
essential foundation for economic development. About two-thirds
of the total lent in 1955 was for transport or power projects. The
rest helped to finance industrial enterprises or related -activities and
agriculture. Up to June 30, 1955, the Bank had made loans to 37
countries totaling, net, $2,274 million, of which $497 million repre-
sented reconstruction loans made in Western Europe in 1947. The
balance of $1,777 million constituted loans for economic development.
Of this amount 32.6 percent went to Latin America, 24.3 percent to
Europe, 15.5 percent to Asia, 14.6 percent to Australia, and 13.0
percent to Africa. '

During the fiscal year 1955, in addition to its regular and continuing
operations, the Bank prepared and presented for the consideration
of its member governments Articles of Agreement for the proposed
International Finance Corporation (IFC).

International Finance Corporation .

In August 1955 legislation was enacted authorizing United States
membership in the IFC. This Corporation, which is to be an affiliate
of the International Bank, is designed to encourage the growth of
productive private enterprise, particularly in the less developed areas.
The Corporation will have an authorized capital of $100 million, to
which member governments will subscribe proportionately to their
subscriptions to the Bank’s capital. All subscriptions are payable in
full in gold or dollars. The United States subscription, to be made
as a public debt transaction, will be $35,168,000. The Corporation
will come into existence when a minimum of $75 million has been
subscribed by at least thirty countries. Up to October 25, 1955,
fifty countries had signified that they favored membership in the IFC -
and, of these, twenty had actually signed the Articles of Agreement.

The Corporation will invest in productive private enterprise, in
association with private investors and without government guarantee
of repayment, when sufficient private capital is not available on
reasonable terms. While the Corporation will, in essence, supply
venture funds, it will not be authocized to hold capital stock. The
Corporation will, however, be able to undertake financing not only
by fixed interest obligations but by obligations bearing a return re-.
lated to earnings. It will also be able to take obligations convertible
into stock when purchased from it by private investors. As a conse-
quence, the Corporation will be able to benefit from the success of an
enterprise in which it has invested, without having the management
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responsibility which would be involved in the ownership of stock in
the Corporation. In his remarks on the Corporation at the Istanbul
meeting, the Secretary of the Treasury stated that the United States
Government viewed the institution as an experiment, but believed
it to be “a very hopeful experiment in getting private investors to
join as partners in providing an enlarged flow of venture capital to
private enterprises in the member counteies.” (See exhibit 34.)

Export-Import Bank

Following detailed study by the Senate Committee on Banking and
Currency, under the chairmanship of Senator Capehart, of the opera-
tions of the Export-Import Bank and their relationship to the expan-
sion of international trade, Public Law 570 was enacted in August
1954. This law increased the lending authority of the Bank by $500
million, making the loan limit $5 billion. The law also provided for
the establishment of a bipartisan Board of Directors, consisting of the
President of the Bank as Chairman, the First Vice President as Vice
Chairman, and three additional members, and for the appointment
by the Board of an Advisory Committee of nine members which
would meet at least once a year to advise with the Bank on its pro-
gram. In addition, the law restored the statutory representation of
the Bank on the National Advisory Council. This legislation was
enacted after experience with operations under the President’s Re-
‘organization Plan No. 5, effective August 1953, which had put the
management of the Bank under a single administrator. This experi-
ence showed that 1t would be desirable to have a small working bhoard
of full-time directors, while retaining administrative authority in the
chief executive officer of the Bank.

During the year the Bank authorized new credits to a total of
$631.5 million, as compared with authorizations of $250.4 million in
fiscal 1954 and§$571.0 million in fiscal 1953. As of June 30, 1955, the
Bank had credits outstanding and funds committed to the amount
of $3.5 billion, leaving an uncommitted lending power of $1.5 billion.

The Bank’s operations in the course of the year extended into every
continent, with the largest share of loan authorizations, by area,
going to Latin America and Asia. Loans for Latin American coun-
tries aggregated $284.1 million and those for countries in Asia, $123.9
million. Loans to other countries totaled $80.2 million. The re-
maining $143.3 million of credits authorized in fiscal 1955 reflected a
notable feature of the Bank’s operations. Under procedures de-
veloped during the year, lines of credit to this amount were extended
to American exporters to assist them in financing the sale of capital -
goods which could contribute to economic development abroad.
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Foreign assets control

Foreign Assets Control administers regulations issued under au-
thority of Section 5 (b) of the Trading with the Enemy Act. The
Foreign Assets Control Regulations block property in the United
States in which there is any Communist Chinese or North Korean
interest and prohibit all trade or other financial transactions with those
countries or their nationals. The Control has also blocked under the
regulations foreign bank accounts in the United States which had been
utilized in financing dollar transactions involving a Communist
Chinese -interest to the extent that such transactions were involved.
For the purpose of preventing Communist China from obtaining
foreign exchange through the exportation of merchandise to the
United States, the Foreign Assets Control Regulations prohibit the
unlicensed purchase and importation into the United States of Com-
munist Chinese or North Korean merchandise, as well as numerous
other commodities therein specified which are of types that have
historically come from China. The Control does not issue licenses
authorizing importation of Chinese-type merchandise unless satis-
factory evidence of their non-Communist Chinese origin is presented.
Importation under general licenses is authorized with respect to
specific shipments of Chinese-type merchandise certified to be of
non-Communist Chinese origin by the government of a foreign
country from which they were directly exported provided that the
country in question has set up procedures for certification pursuant
to standards agreed to by the Treasury Department. The following
Governments have entered into certification agreements: Australia,
the Federal Republic of Germany, France, Hongkong, Israel, Japan,
the Netherlands, the Republic of China, and the Republic of Korea.
A list of the particular commodities for which acceptable certificates
are available and the Governments prepared to issue them are pub-
lished in the Federal Register. During the year agreements with the
Governments of Australia, Israel, and the Netherlands were made
and a number of additional individual items became available for
certification under existing agreements.

The Control has pursued rigorous enforcement measures, including
successful criminal prosecutions, in dealing with violations of the
regulations. An intensive investigation of bristle importers suspected
of illegally importing Chinese bristles under the guise of being of
European origin resulted in two cases of criminal fines being imposed
and of offers of substantial sums for penalties in lieu of forfeiture in
settlement of in rem Customs proceedings. The Government of
Japan and the Federal Republic of Germany were requested to
suspend the issuance of certificates of origin with respect to hog
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bristles, allegedly of Japanese and German origin, processed and dyed
in those countries and shipped to the United States. This action was
taken on the basis of information indicating that Chinese hog bristles
were being dyed and shipped to the United States from Japan and
Germany under false certificates of origin. The Japanese and German
“Governments were asked to conduct full investigations with a view
to the ultimate restitution of the certification procedures under
satisfactory safeguards.

The Foreign Assets Control also administers the Transaction Control
Regulations. Under these regulations, persons in the United States
are prohibited from purchasing or selling or arranging the purchase
or sale, outside the United States for ultimate shipment to the Soviet
bloc, of strategic commodities. These regulations supplement the
export control laws administered by the Department of Commerce.

In addition, the Control has responsibilities with respect to blocked
accounts of approximately $9,000,000 received from the sale of a
Czechoslovak-owned steel mill pursuant to an order issued by the
Secretary. .
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Slimmary of Progress in Management Improvement

. The objectives and general plan of the Treasury Department’s
management improvement program were outlined in a booklet
entitled Machinery for Management Improvement issued in December
1954 by the Secretary of the Treasury. The booklet was sent to
bureau heads for distribution to all levels of supervision. It is
intended as a check list for bureau officials and their staffs in ap-
praising the framework within which their management improvement
programs operate, and as an informational and training document at
lower employment levels.

Revised procedures were issued in December 1954, establishing the
criteria for making awards under the new Government Employees’
Incentive Awards Act of September 1, 1954 (68 Stat 112,113). A
concerted effort was made by all bureaus to inform employees of the
new procedures and to increase participation in the program. As a
result, more than 4,600 suggestions were received, an increase of 50
percent over last year. A total of 825 suggestions were adopted for
which awards of $26,260 were paid. Performance type awards
increased from 52 in 1954 to 99 during 1955. Savings from all types
of contributions amounted to $940,179, the largest since inception of
the program. One meritorious civilian service honor award was
granted. . ’

Training programs were conducted at the bureau level throughout
the Department, at major field offices, and at special training institu-
tions. These programs include supervisory development and training
conferences, on-the-job training, orientation classes for new em-
ployees, correspondence courses, classroom instruction, distribution
of special-purpose training pamphlets and handbooks, and the training
program for internal revenue agents at the Advanced Training Center
at the University of Michigan. Such efforts contribute substantially
to the improvement of management through the improvement of
supervision, leadership, and technical abilities.

The Treasury Department Fire and Safety Council developed two
safety awards: The Secretary’s Citation for unusual accomplishment
in the field of accident prevention and the Secretary’s Safety Award
for outstanding achievement. On June 7, 1955, the U. S. Coast
Guard Yard received the Secretary’s first citation for its excellent
safety record in recent years. Representatives of the Department of
Labor presented an 8-hour office safety training course for over 125
Treasury supervisors in the Washington, D. C., area, and plans have

61
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been made to extend this training to the field. The accident fre-
quency rate * was 5.1 for the calendar year 1954.

The Internal Revenue Service engaged the firm of Pogson, Peloubet,
and Company to make a study of the audit program in district
directors’ offices, including staffing, conference procedure, and training
and supervision of revenue agents. The firm of Ernst and Ernst was
engaged to make an evaluation of the effectiveness of the revenue
accounting system, the present operational cost report, workload
statistics, and other managerial information. Although reports on
each of these studies were not received until the end of the fiscal year,
some of .the recommendations already have been put into effect; the
others are under study.

The Treasury records management program resulted in the dis-
posal of 168,000 cubic feet of records and the transfer to records
centers and archives of 186,000 cubic feet of records. This resulted
in a reduction of 14 percent in the total volume of records since July 1,
1954.

Annual recurring savings of $7.2 million were reported for improve-
ments adopted during the year. Some of the more significant projects
* in which savings were identifiable are listed below. Numerous other
projects were completed during the year from which benefits were
less tangible but which facilitated more efficient management and
provided better services to the general public.

The Customs Service reduced the backlog of merchandise entries
ready for liquidation by 61 percent by utilizing.such management
techniques as transferring work to other districts where the workload
was more current, and by consolidating activities to obtain better
utilization of employees. This accomplishment was made in the face
of a 4 percent increase in entries received.

Savings in cartage costs of $100,000 annually were realized as the
result of examining many additional types of imports by sample
rather than transferring the entire shipment to Customs appraisers’
stores for examination.

Reductions in export control operations amounting to $127,000 were
accomplished in certain Customs collection districts through the media
of field office inspections.

In the Bureau of Engraving and Printing, rescheduling of work and
installation of improved procedures resulted in savings of $217,000.

The printing of $50 and $100 United States savings bonds by the
offset printing process instead of thé more costly 1ntagho process
. resulted in savings of $150,000 annually.

Various procedural changes and minor organizational reahgnments
in the Bureau of the Public Debt permitted better utilization of
manpower resulting in savings of $390,000. '

! The number of disabling injuries per million man-hours worked.

-3 sw
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Marketable public debt securities which are taken in for denomi-
national exchange or for transfer from one Federal Reserve Bank to
another are now reused instead of being canceled, resultmg in savings
of $125,000 annually.

Safekeepmg facilities for United States savings bonds were discon-
tinued, except for members of the Armed Forces, resulting in savings
of $133 000.

_ Further conversion of disbursing accounts, involving the issuance
of 8.5 million checks, from paper to card form resulted in a reduction
of $185,000 in check payment operating costs in the Office of the
Treasurer of the United States.

The closing of four regional accounting and disbursing ofﬁces and
organization changes in the Washington Regional Office, Division of
Dasbursement, resulted in annual requrring savings of over $235,000.

Savings of $170,000 were realized through the installation of var-
ious kinds of mechanical equipment which permits more economical
handling of Government checks by the Division of Disbursement.
This includes a machine which produces images of returned checks
on sensitized paper for use in notifying administrative agencies; a

* thermal process to produce a carbon impression on checks by the ap-

plication of heat and pressure; and further installation of addressing

equipment of improved d931gn

The Internal Revenue Service installed a system for correspondence
control which included the use of form letters, reduction of the num-
ber of reviews, and installation of appropriate mechanical devices
resulting in savings of $640,000 annually.

The microfilming of internal revenue tax index cards was discon-
tinued when a plan was developed for the maintenance of such cards
in Federal records centers, resulting in savings of $240,000 annually. .

Conversion of certain Internal Revenue Service statlstlcal opera-
tions from punch card equipment to high-speed data processing equip-
ment will make information available at a much earlier date and
reduce the cost of compilation by $103,000.

- Reducing the supervision exercised by Internal Revenue store-

keeper-gaugers over the production and warehousing of distilled spirits

will result in savings of $393,000.

Coinage operations were discontinued at the San Francisco Mint
and the Seattle Assay Office was closed. The functions will be per-
formed by other offices at a much lower cost, and savings will approx-
imate $415,000.

The U. S. Coast Guard made a thorough review of real property
holdings in relation to the needs of the Service. Thirty-seven prop-
erties were declared excess and reported to the General Services
Administration for disposal. The fair market value is estimated to
be in excess of $900,000.
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Three Coast Guard supply depots were moved into space provided
by the Navy Department, thereby realizing annual savings of $86,000
in rental costs and $120,000 in Coast Guard personnel costs.

As a result of reduced Coast Guard operations and change of pro-
gram, ten vessels were decommissioned at a savings of $1,635,000.

Improvements such as these made significant contributions to the
overall reduction of employees during the year, who on June 30, 1955,
numbered 79,180, a reduction of 1 713 from the total of a year ago.
Military employees in the U. S. Coast Guard numbered 28,607, a
reduction of 547. Total employment reflects a reduction of 2 per-
cent during fiscal 1955, despite the presence on the June 30, 1955,
rolls of 437 employees who were transferred to the Treasury Depart-
ment during the year to administer certain functions transferred to
the Secretary of the Treasury under the provisions of the Recon-
struction Finance Corporation Liquidation Act and Executive Orders
10489 and 10539. (See table 121.)

Bureau of the Comptroller of the Currency !

The Bureau of the Comptroller of the Currency is responsible for the
execution of laws relating to the supervision of national banking associ-
ations. Duties of the office include those incident to the formation
and chartering of new national banking associations, the examination
twice yearly of all national banks, the establishment of branch banks,
the consolidation of banks, the conversion of State banks into national
banks, recapitalization programs, and the issuance of Federal
Reserve notes. ‘ ‘

Changes in the condition of active national banks

The total assets of the 4,751 active national banks in the United
States and possessions on June 30, 1955, amounted to $108,059 million,
as compared with the total assets of 4,842 banks amounting to $108,914
million on June 30, 1954, a decrease of $855 million during the year.
The deposits of the banks in 1955 totaled $98,933 million, which was
$712 million less than in 1954. The loansin 1955 were $39,544 million,
exceeding the 1954 figure by $1,762 million. Securities held totaled
$44 021 million, a decrease of $912 million during the year. Capital
funds of $7, 734 million were $29 million more than in the preceding
year. All of the preceeding comparisons must be considered in the
light of the fact that two large national banks in the city of New York
with total assets, deposits, loans, securities, and capital funds on
June 30, 1954, of $5 974 million, $5 215 mﬂhon $2,493 million, $1,911
million, and $438 m1lhon respectlvely, merged with and into State
chartered institutions during the year.

! More detailed information concerning the Bureau of the Comptroller of the Currency is contained in
the separate annual report of the Comptroller of the Currency.

[
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Abstract of reports of condition of acitve nattonal banks on the date of each report
Jrom June 30, 1954, to June 30, 1966

{In thousands of dollars)

Tune 30, 1954'| Oct. 7, 1954 | Dec. 31,1954 | Apr. 11, 1955 |June 30, 1955
(4,842 banks)[(4,827 banks)| (4,796 banks)}(4,759 banks)|(4,751 banks)

ASSETS

Loans and discounts, including over-

drafts. .. 37,782,386 | 37,446,012 1 39,827,678 | 37,779,821 | 39,543, 504
U. S. Government securities, direct

obligations. ... ... 35,835,031 | 39,910,958 | 39,500,738 | 36,459,789 { 34,778,270
Obligations guaranteed by U. 8. Gov-

ernment ..o oooooa_oo_. 26, 424 3,836 6, 261 2,473 2, 755
Obligations of States and political sub- .

divisions. ... 6, 954, 581 7, 339, 866 7,246, 304 7,117,452 7,026, 071
Other bonds, notes, and debentures.._.| 1,905, 204 1,925, 840 1, 956, 124 2,036,213 2,002, 463
Corporate stocks, including stocks of -

Federal Reserve Banks._........._.._ 210, 936 215, 636 222,831 204, 406 211, 795

Total loans and securities........ 82,715,462 | 86,842,148 | 88,759,936 | 83,600,154 | 83, 564, 858
Cash, balances with other banks, in- ]
cluding reserve balances, and cash

items in process of collection._.____._ 24,699,908 | 23,376,491 25,721,897 | 23,078,639 | 22,955,455
Bank premises owned, furniture and
fixtures._ ..o ool 847, 463 868, 437 904, 037 896, 278 908, 286

Real estate owned other

premises. 18, 565 16,775 16, 607 21, 589 18, 249
Investments and
rectly representing bank premises or
other real estate. .. ..._.._.._.______. 52, 610 54,190 56, 009 59,112 67,183
Customers’ liability on acceptances.... 175, 054 186, 143 291, 881 193, 998 145, 901
Income accrued but not yet collected. . 253,115 249, 320 227, 699 237, 969 232,001
Other assets. oo ccacmcaccccccceaneas 151, 438 166, 306 172, 503 165, 496 167,414
Totalassets. ... ...o..o.... 108,913, 615 | 111,759, 810 | 116, 150, 569 | 108, 253, 235 | 108, 059, 347
LIABILITIES
Demand deposits of individuals, part-
nerships, and corporations__.___..___ 53,784,450 | 55,144,436 | 59,005,232 | 54,336,811 | 53,711,457
Time deposits of individuals, partner-
ships, and corporations__..._........ 23,978,113 | 24,418,920 | 24,676,853 | 24,627,252 | 24,963,347
Deposits of U. S. Government and
postal savings._ .. _.__.__.._..__ 3,627,105 | 4,388,001 | 2,837,034 | 2,084,669 | 3,155,520
Deposits of States and political sub- .
divisions._ ... 7,063, 425 6, 480, 477 7,174, 667 6, 825, 739 7,287,142
Deposits of banks - 9,752,516 | 10,127,696 | 10,717,647 8, 501, 034 8, 316, 961
Other deposits (certified and cashiers’
checks, etC.). oo oo ool 1,439,122 1, 320, 499 1,734, 380 1, 386, 525 1, 498, 499
Total deposits. ..o oo 99, 644, 731 | 101, 880,029 | 106, 145,813 | 98,662,030 | 98,932, 926
Demand deposits_..ocoooooooooo 73,280,391 | 74,996,033 | 79,016,305 | 71,814,325 | 71,607,623
Time deposits. oo oociccaaaaan 26,364,340 | 26,883,996 | 27,129,508 | 26,847,705 | 27,235,303
Bills payable, rediscounts, and other
liabilities for borrowed money..__._.. 28,751 233,478 11, 098 489, 086 . 71,600
Mortgages or other liens on bank prem-
ises and other real estate......__..... 434 572 563 464 494
Acceptances outstanding._. 182, 799 191, 965 305, 950 198, 423 150, 628
Income collected but not yet earned. . 310,814 322, 447 323,979 345, 789 373,487
Expenses accrued and unpaid...__..._ 407, 537 560, 738 571,189 461, 849 327,572
Other liabilities . ....oo. . .coooo ... 633, 649 658, 250 687, 735 449, 292 468, 653
Total liabilities. .o covemoiooo. 101, 208, 715 | 103,847,479 | 108, 046, 327 | 100, 606, 933 | 100, 325, 360

CAPITAL ACCOUNTS
2,371,078 2, 394, 486 2,485,844 2,393, 027 2,423, 396
3, 645, 330 3, 690, 908 3,950, 552 3,643, 227 3,698, 464
1, 404, 866 1, 540, 254 1,377,282 1,341,456 1,347,797

283, 626 286, 683 290, 564 268, 592 264, 330

7,704, 900 7,912,331 8, 104, 242 7, 646, 302 7,733,987

Total liabilities and capital
ACEoUNtS. ool 108,913, 615 | 111,759, 810 | 116, 150, 569 ;| 108, 253, 235 | 108, 059, 347

356812—56——6
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Summary of changes in number and capital stock of national banks

The authorized capital stock of the 4,753 national banks in existence

.on June 30, 1955, consisted of common stock aggregating $2,420 mil-

lion, an increase during the year of $53 million, and preferred stock
aggregating $4 million, a decrease during the year of $1 million. The
total net increase of capital stock was $52 million. During the year
charters were issued to 34 national banks having an aggregate of $7
million of common stock and $.2 million of preferred stock. There was
a net decrease of 89 in the number of national banks in the system by
reason of voluntary liquidations, statutory consolidations and mergers,
conversions to and mergers or consolidations with State banks under
the provisions of the act of August 17, 1950 (12 U. S. C. 214), and one
receivership. - .

More detailed information regarding the changes in the number and
capital stock of national banks in the fiscal year 1955 is shown in the
following table. ' .

Organizations, capital stock changes, and liguidations of national banks, fiscal year
196 .

° Capital stock
Number
of banks
Common | Preferred
Charters in foree June 30, 1954, and authorized capital stoek ...___. 4,842 | $2, 366, 769, 863 $4, 791, 820
Increases:
Charters issued 7,315,000 250, 000
Capital stock:
174 cases by statutorysale. . ____.______ 105, 705, 420

360 cases by statutory stock dividends - 102, 562, 540
10 cases by stock dividend under articles of association 287, 050

28 cases by statutory consolidation_._ . ___________.______.__ 16, 888, 534

7 cases by statutorymerger. ... . ... ) PR 3, 461, 250
T ObAL IMCEASES. -« -~ e ee oo me e ee oo 34| 236,219,794
Decreases:
. Voluntary liquidations.._ ... ... 59 20, 225, 000
Statutory consolidations_ . ... ... ...
Statutory mergers. ... ... ...

4 425,000
17 130, 231, 200
25,000

Conversions into Statebanks__..______.____
Merged or consolidated with State banks. - .

Receivership......._...._. e N 1 .
Capital stock: )
2 cases by statutory reduction_________ e mmm—oan 80,150 | oooaeaoao.
11 cases by statutory consolidation o -- -- 30, 397, 625 357, 500
4 cases by statutory merger_._._____.____ . - 1,350,000 f..oo-ooo...
16 cases by retirement. ... ... ___.___ e, R R 724, 400
Total AeCreaseS . «uu oot 123 182, 733,975 1, 096, 950
Net change . - . e —89 53, 485, 819 —846, 950
Charters in force June 30, 1955, and authorized capital stock 1. .___. 4,753 | 2,420, 255,682 3,944, 870

! These figures differ from those in the preceding table. The figures as of June 30, 1954, include 1 newly
chartered bank not yet open for business; 1 bank in the process of going into voluntary liquidation, and
exclude 2 banks cousolidated with other national banks.at close of business June 30, 1954, under provisions
of the act of Nov. 7, 1918, as amended (12 U. 8. C. 33, 34). The June 30, 1955, figures include 1 bank in the
process of going into voluntary liquidation; 2 banks in the process of merging or consolidating with State
banks under the provisions of the act of Aug. 17, 1950 (12 U. 8. C. 214), and exclude 1 bank consolidated
with am()lt}zler national bank at close of business June 30, 1955, under the provisions of the act of Nov. 7, 1918,
asamended. - .
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Bureau of Customs

The principal functions of the Bureau of Customs are the assess-
ment andfcollection of duties and taxes on imported merchandise and
baggage; prevention of smuggling, undervaluations, and frauds on the
customs revenue; apprehension of violators of the customs and naviga-
tion laws; entry and clearance of vessels and aircraft; issuance of
documents and signal letters to vessels of the United States; admeasure-
ment of vessels; “collection of tonnage taxes on vessels engaged in
foreign commerce supervision of the discharge of imported cargoes;
inspection of international tr aflic; control of the customs warehousing of
imports; determination and certification of the payment for the amount
of drawback due upon the exportation of articles produced from duty-
paid or tax-paid imports; enforcement of the antidumping and export
control acts; regulation of the movement of merchandise into and out
of foreign trade zones; and enforcement of the laws and regulations of
other Government agencies affecting imports and exports.

Collections by Customs Service

Total revenue collected by Customs in the fiscal year 1955 was
almost $859 million compared with $801 million in 1954, an increase
of 7.2 percent.§The total includes not only customs collections but
certain internal revenue taxes for the Internal Revenue Service and
some collections for the Public Health Service and other governmental
agencies.

Customs collections alone amounted to $611 million, an increase of
7.9 percent over the previous year’s total of $567 million. They con-
sisted of collections of duties, tonnage taxes, fees, and fines and
penalties for the violation of customs and navigation laws, etc. The
increase in customs collections in 1955 was accompanied by a corre-
sponding increase in collections by Customs of internal revenue taxes
on imported liquors, wines, perfumes, etc., which amounted to $248
million in 1955, or 5.5 percent more than the $235 million collected in
1954.

Of the customs collections, all but $4% million were derived from
duties (including import taxes) levied on imported merchandise.
The source of duty collections by type of entry is shown in table 12 and
by tariff schedule in table 93. Since the data in the latter are restricted
to commercial importations, the totals shown are somewhat smaller
than- the duties collected on all types of dutiable merchandise and
correspond roughly to duties .collected on consumption entries and on
warehouse withdrawals.

In 1955, more than one-half of all imports into the United States
were duty ‘free and included some commodities imported free for Gov-
ernment stockpile purposes or authorized by special acts of Congress
for free entry although dutiable under the Tariff Act of 1930, or tax-
able under the Internal Revenue Code, such as copper and iron and
steel scrap. The 45 percent which was dutiable constituted the basis
of customs duties on imports.
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In only four months of the fiscal year 1955, July, September, Octo-
ber, and April, were customs duties at a lower level than for the
corresponding months of 1954, The increase in duty collections was
greater percentagewise than the increase in value of dutiable imports
which amounted to $4.7 billion in 1955 as compared with $4.6
" billion in the previous fiscal year.

Collections by customs districts.—Of the 44 customs districts in which
collections are covered into the Treasury of the United States, 25
reported larger collections of customs than in 1954. The collections
for each customs district are found in table 92.

Collections by commodities.—All but three of the fifteen schedules in
which dutiable commodities are listed in the Tariff Act showed in-
creases in duty collections; the metals, sugar, and agricultural sched-
ules were the only ones to show diminished returns. As in the three
preceding years, imports of metals and metal products were the larg-
est single source of customs revenue, amounting to 21 percent of the
total duty collections in 1955 and 23 percent in the preceding year.
Of the commodities in this schedule, watch movements and parts,
automobiles, and electrical machinery yielded increased revenue while
the revenue from ferric alloys such as tungsten, manganese, etc.,
machinery (other than electrical), aluminum, lead, and zinc was less
than in 1954. The sundries schedule ranked second, the agricultural
schedule third, and the wool schedule fourth as a source of revenue in
1955, the agrlcultural schedule dropping from second in 1954. Under
the sundries schedule, the chief sources of revenue were laces and
embroideries, precious stones, jewelry, and toys, each of which yielded
more revenue than in 1954.

Table 93 gives the value of and duties collected on dutiable and tax-
able imports for consumption in the fiscal years 1954 and 1955.
Tables 95 and 96 show the value of and the duties collected on imports
for consumption in the calendar years 1944 to 1954 and monthly from
January 1954 to June 1955. The trends in value and duty yield for
goods dutiable at specific rates, at ad valorem rates, and at compound
rates are shown in table 94.

Collections by countries of origin.—The increased value of imports
and the greater yield in duties noted in the commodity groups were
noted also for the leading countries sending imports to the United
States with the single exception of Cuba, the totals for which reflected
the decline in sugar imports and the accompanying decline in duties.
For the fourth successive year, imports from the United Kingdom
were the largest source of customs revenue, while Japan replaced
?ana](lia as the second largest source, with West Germany ranking

ourth.

Table 97 shows the value of imports for consumption and duties
col(liected thereon by the principal countries for the fiscal years 1954
and 1955.

Extent of operations

Movement of persons.—More persons entered the United States in
1955 than in any previous year. For the first time in airplane history,
the number of passéngers arriving from abroad exceeded the two
million mark and for the sixth successive year, the largest number of
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passeﬁgers arrived at the New York City airports with Miami ranking
second.

Table 99 shows the various types of vehicles and persons entering
the United States during the past two fiscal years, and table 100 shows
the number of airplanes and passengers arriving in each of the customs
districts for which this type of travel was important.

Entries of merchandise.—Reflecting the increase in the value of
dutiable imports and in the amount of duties collected, the number of
the various types of merchandise entered was larger in almost all
categories than in the previous year. The number of each type of
entry for the past two fiscal years is shown in table 98.

Drawback transactions.—Drawback, which is allowed on the exporta-
tion of merchandise manufactured from imported materials and for
certain other export transactions, usually amounts to 99 percent of
the customs duties paid at the time the goods are entered. More than
95 percent of the drawback allowed in 1955 was due to the export of
products manufactured from imported raw materials. The principal
iumported materials used in the manufactured exports in 1955 were
railway car parts, watch movements, iron and steel semimanufactures,
tobacco, lead, sugar, aluminum, and petroleum. The year 1955
marked the first time in which railway car parts were imported in
large quantities for the manufacture of railway cars for exportation
with the benefit of drawback,

Tables 101 and 102 show the drawback transactions for the fiscal
years 1954 and 1955. The amount of drawback allowed, as shown in
table 101, does not correspond exactly with the drawback payments
shown in table 102 since not all drawbacks certified for payment are
paid during the same fiscal year.

Appraisement of merchandise.—The increase in imports of foreign
merchandise was reflected in the number of invoices and in the pack-
ages examined at appraisers’ stores. There were 1,632 thousand
invoices handled in 1955 as compared with 1,472 thousand in the
previous year. A corresponding increase was noted in the number of
packages examined, from 645 thousand in 1954 to 692 thousand in
1955. The number would have exceeded the 704 thousand examined
in 1953 had it not been for the streamlined procedure used during the
last two years which required fewer examinations. The continuing
upward trend in the volume of business with no rise in staffing neces-
sitated the introduction of several drastic revisions of procedure to
increase production rates and prevent insurmountable backlogs.
Problems in determining both advisory classification and appraised
value were much less vexing in 1955 than in recent years as shown by
requests by appraising officers for only 420 foreign inquiries which
require an investigation in the country of production in order to ob-
tain the technical information needed, as compared with 968 such
requests in the previous year.

Customs Information Exchange.—The activities of the Customs In-
formation Exchange, as shown by the number of reports received and
disseminated to appraising officers continued to decline. Appraisers’
-reports of value and classification, covering a cross section of impor-
tations of merchandise received at each port, totaled 38 thousand in
1955 as compared with 55 thousand in the previous year.
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The reduction in the number of such reports was due, in part, to
the continued use of a waiver procedure put in operation at the
beginning of the fiscal year 1954. This procedure provided that, if
no importation of such merchandise was reported at any other port,
a waiver be granted making it unnecessary to send in further reports
of this type of merchandise. Seven thousand such waivers were
granted in 1955 as compared with over 10 thousand in the previous
year. These reports of value or classification indicate the relative
number of commodity items received at any given port for the first
time, as well as regular items received at new prices or subjéct to
different terms of sale from previous shipments.

Differences in value and classification indicate the number of in-
stances where entries varied at different ports either in value or clas-
sification and in which additional study and analysis were required
before establishment of a uniform price or rate. Price changes and
changes in marketing methods were not as numerous as in the previous
year. There were 4,011 reports of value differences in 1955 as com-
pared with 5,232 in the previous year. _

The number of classification differences, which indicates the relative
number of new commodities received, totaled 2,886 in 1955 and 3,704
in the previous year.

Antidumping and countervailing duty.—Fifteen complaints of
dumping under the Antidumping Act were received during the fiscal
year 1955 as compared with fourteen during the previous year, while
seventeen complaints under the countervailing duty statute were
received in 1955 and fourteen in 1954. Nineteen dumping cases and
seventeen countervailing duty cases were pending at the close of the
fiscal year. Of the dumping cases handled in the fiscal year 1955, one
was concluded by a finding of dumping; nineteen were concluded on the
basis of no sales at less than fair value; two were concluded on the basis
of minimal importations; and five were concluded on the basis of no
injury to domestic industry. Of the countervailing duty cases |
handled in the fiscal year 1955, one was concluded by the finding that
a grant or bounty had been bestowed or paid; four were concluded
by a finding that importations were insignificant; and seven were
concluded by a finding that no bounty or grant had been bestowed
or paid.

Technical services.—This branch of the Customs Service furnishes
chemical, engineering, and other scientific and technical information;
provides proper weighing and gauging equipment; designs and oversees
the construction of border inspection stations; and directs the field
operations of customs laboratories. :

The laboratories analyzed almost 100 thousand samples during
each of the past three fiscal years, approximately one-half of which
consisted of ores and metals, sugar, and wool. The majority of the
samples were ‘“‘import”’ samples of dutiable merchandise analyzed
to develop and report facts needed for tariff purposes.

In addition, the laboratories analyzed 3,200 samples taken from cus-
toms seizures, mostly narcotic drugs and other prohibited articles;
260 samples from merchandise to be exported from the United States
upon which claims for drawback are to be compared or verified; 955
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samples from preshipments (new types of merchandise) analyzed to
develop facts on which to base the tariff classification of such new
goods intended for shipment to the United States; and 2,248 samples
tested on behalf of other Government agencies. The 2,248 samples
included 1,124 of critical and strategic materials representing Govern-
ment purchases for stockpile purposes to determine whether or not
the materials met contract specifications.

Statistical quality control of sample weighing operations by making
analyses of the cargo sample weighing data to assure that accuracy
and precision were within the control limits was continued at an
accelerated rate in 1955. There were 972 such weighing operations,
including 624 cargoes of raw sugar, 101 of refined sugar, 49 of wool,
37 of rayon, 152 of cigarette tobacco, and 9 of other merchandise.

Ezxport control.—Although fewer employees were used in 1955 in
export control enforcement than during the previous year, an increased
volume of business was transacted. The following table shows the
volume of export control activities during the fiscal years 1954 and
1955.

Percentage

Activity 1954 1955 increase, or

decrease (—)
Export declarations authenticated. - - ... ... 3,933, 597 4,133,365 5.0
Shipments examined. ... ... ...________ 761, 359 809, 969 6.4
Number of seizures. - . cocomcecamoaon 484 438 —-9.5
Value of $eizures. .o cocveroccacmoccomccacnann $359, 469 $467, 634 30.1
Export control employees. .o oo cioiiiiiamiceenannn 234 212 —9.4

Protests and "appeals.—Reversing last year’s trend, there was a
pronounced increase in the number of protests filed by importers
against the rate and amount of duty assessed and other decisions
by the collectors. The success of the efforts to reduce the backlog of
protests not yet acted upon is shown by the even sharper increase
in the number of protests denied by the collectors and forwarded to
the Customs Court. Appeals for reappraisement filed by importers
who did not agree with appraisers as to the value of merchandise
were more than double the number filed in 1954, reversing the trend
of recent years. This increase was due, in part, to the elimination
of a statutory provision that made the entered value binding on an
importer ‘when that value was higher than the appraised value and
also, in part, to customs administrative changes made in the processing
of so-called duress entries. The following table shows the number
of grotests and appeals filed and acted on during the fiscal years 1954
and 1955. -

Protests and appesls 15 | 1955 Percentage

rotests:
Filed with collectors by importers

.................. 28,039 31,822 13.4

Allowed by collectors. - oo e . 2,216 2,279 2.8
Denied by collectors and forwarded to customs court. 21, 248 34, 266 .6L3
Appeals for reappraisement filed with collectors.__...... 7,848 18,818 139.8
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Marine activitiecs—The following table shows the number of
entrances and clearances of vessels in 1954 -and 1955.

' Percentage in-
Vessel movements 1954 1955 crease, or de-
crease (—)
Entrances:
Direct from foreign ports ..o oomeaaenn 48,499 47,811 —1.4
Via other domestic ports......_... P 32,576 28,233 —13.3
Total. e 81,075 76, 044 —6.2
Clearances -
Direct to foreign ports_ ... oo ... 43, 981 .43, 833 -.3
Via other domestic ports-- ... ..o ... 217,076 28, 426 ' 5.0
Total. i iiiaican e mmem———a———n 71,057 72,259 1.7

The Customs Simplification Act of 1954, approved September 1,
1954, made sailing smoother for the man going abroad for pleasure
by exempting undocumented American pleasure vessels and licensed
yachts from the requirements of entry and clearance. Formerly,
only yachts of 15 tons or under were exempt. While simplifying
operations for the yachtsman, the revenue is protected as the vessel’s
arrival must be reported and it may be boarded in the discretion of
the collector of customs. Also, the master is required to report any
article obtained abroad that is subject to entry. The master’s
report takes the place of the manifest of all dutiable articles which
was previously required.

Commercial shipping benefited from several changes in the regula- .
tions during the year. The personal appearance of the master,
licensed deck officer, or purser at the customhouse when a vessel is
being entered or cleared is no longer necessary provided the requisite
oaths, related documents, and other papers have been  properly
executed by the master or an authorized officer of the vessel. The
master’s personal representative may now deliver the papers in his
stead. The master, moreover, is not now required to forward a
copy of his manifest to the comptroller of customs.

The North Pacific Fisheries Act of 1954 (Public Law 579, 83d
Congress), giving effect to The International Convention for the
High Seas Fisheries of the North Pacific Ocean, was approved on
August 12, 1954. The Bureau participated in discussion of this
legislation and, together with the Fish and Wildlife Service, Depart-
ment of the Interior, and the United States Coast Guard, is charged
with the enforcement of the Convention and the act relating to
abstention from fishing in certain areas by nationals and vessels
of one or more of the contracting parties.

Upon recommendation of the Department of Defense in the interest
of national defense, compliance with Section 316, Title 46 of the
United States Code, was waived to the extent necessary to permit
the use of Canadian tugs to tow and transport certain equipment
from one point to another in the United States. The equipment was.
to be used in the St. Lawrence Seaway Development Project. Com-
pliance with Section 292, Title 46 of the United States Code, was also
waived to the extent necessary to permit any Canadian-built dredge
to be employed in dredging operations on the United States side of



ADMINISTRATIVE REPORTS 73

the International Boundary in connection with the St. Lawrence
Seaway Project or the St. Lawrence Power Project without being
documented as a vessel of the United States. It is contemplated
that further waivers will be required as the construction work
progresses.

The so-called “Oslo rules,” the international convention for a
uniform system of tonnage measurement of ships, came into effect
January 1, 1955. The Bureau, pending the conclusion of the study
of the rules of admeasurement of the principal maritime nations, has
tentatively held that the “Oslo rules” do not substantially depart
from the rules concerning the measurement for tonnage of vessels
of the United States and has authorized until further notice the
acceptance in United States ports of tonnages derived under the
“Qslo rules.”

Legislation (S. 1790 and H. R. 6246) was again recommended by
the Department to insure a more equitable deduction for propelling-
machinery spaces in the case of a vessel with an engineroom aggre-
gating 13 percent or less of its gross tonnage. Similar action is
already in effect in several foreign countries.

The Bureau participated in negotiations looking to the preparation
of a Treaty of Friendship, Commerce, and Navigation with the Federal
Republic of Germany. The treaty would provide for the acceptance
by one party of tonnage certificates issued by the other party and,
in general, provides that the vessels of one party shall have the same
rights as vessels of the other party while in ports of either country,

with the exception of fisheries, coasting trade, and inland navigation.
- During the fiscal year, nineteen representatlves of foreign govern-
ments or foreign shipping interests visited the Bureau to discuss
and study admeasurement practices and procedures.

Documentation work of the Bureau increased in 1955, as it had in
1954. The marine document of a United States vessel engaged in
trade with foreign countries is valid until surrendered. The licenses
of vessels engaged in coastwise trade or fishing must be renewed
each year. The mortgaging or change of ownership of vessels also
requires the certification and issuance of various documents.

The following table shows the volume of marine documentation
activities during the fiscal years 1954 and 1955.

Activity . 1954 1955 ng?«:?;:eg ¢
Number of documents issued. . . oo cociamanras 13,963 14,211 1.8
Number of licenses renewed. - ... ____.___.__._ 25,424 29, 086 14.4
Number of mortgages, bills of sale, and abstracts of title
recorded . - .o 11,075 11, 460 3.5
Number of abstracts of title issued. ..o .. ... 2 220 2,594 16.8
Number of navigation fines imposed. . .. ._____..________ 1,486 1,607 8.1

In addition to again saving 90 percent of the 1952 cost of printing
Merchant Vessels of the United States by use of the offset printing
method, the time necessary to prepare the volume for the printer was
shortened by five weeks.

The act of August 9, 1954 (Public Law 569, 83d Congress), gave to
the Secretary of Commerce during the time of national emergency the
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authority to requisition, purchase, or charter foreign merchant vessels
Iying idle in United States waters. Regulations to provide for docu-
mentation of such vessels have been placed into effect.

Public Law 753, 83d Congress, approved August 31, 1954 - (46
U. S. C. 404) further amended the provisions of Section 4426 of the
Revised Statutes by temporarily relieving owners of certain small
vessels from penalties under or application of the inspection laws
which would otherwise arise because of alterations to the vessels
resulting in increased tonnages. Until June 30, 1956, the vessels
covered by Public Law 753 are not required to undergo inspection
and receive a certificate of inspection before a marine document is
1ssued. The law will be applicable particularly to party fishing boats.

The following tabulation shows the status of the merchant marine
as of January 1, 1955; for vessels engaged in the foreign trade, vessels
by major rigs, and vessels by the five major services.

1954 1955
Vessels
Number | Grosstons | Number | Gross tons
Total documented vessels (including yachts) ........... 42,767 | 30,898,233 43,049 | 30,090, 789

Vessels engaged in foreign trade. ... ..o ..._.... 6,807 | 18,983,878 6,952 | 18,152,963
Vessels by ma]or rigs (excluding yachts):

Steam.. 4,241 | 25,489,085 3,962 | 24,705,913
Motor. - 27,324 | 2,142,027 27,920 2,086,334
Sail___... - 228 46, 154 224 , 324
Unrigged. - oo ooooomeicaa. e mmaameana 7,215 | 3,087,021 7,136 3,125,270
Vessels by five maJor services: .

Freight . i 10,189 | 22, 808, 289 9,998 | 22,297,962
Fishing.. ... y - 14,935 | - 531,599 15,213 536, 2

Passenger - 4,678 805, 305 4,811 740, 283
Tanker. ..._... 1,743 | 5,519,776 1,641 5,279, 349

TOWINE - - - oo - 4,574 516, 182 4,571 500, 700

Legal- problems and proceedings.—Consideration was given by the
Office of the Chief Counsel to a large variety of legal problems relating
to such matters as classification and appraisement of imported mer-
chandise; interpretation of administrative and enforcement provisions
of the customs and navigation laws; rights and duties of customs em-
ployees; delegations of authority to customs officers; activities of
customhouse brokers; drafting of proposed legislation; preparation of .
reports on pending legislation; the preparation of customs regulations;
and the drafting of legislation to revise certain important features of
the customs administrative laws for submission to the Congress in
the next session.

Special consideration was given to: Preparation and prosecution
before the Office of Alien Property of customs claims for forfeiture and
forfeiture value arising from violation of the customs laws in connec-
tion with the importation of property that was later vested by the
Alien Property Custodian; matters relating to an indictment based on
alleged criminal violations of customs laws in the shipment of “wheat
unfit for human consumption’” through certain ports in Minnesota;
and legal problems arising under the new Qrganic Act for the Virgin
Islands, approved July 22, 1954 (48 U. S. C. 1541-1644).

Other questions considered relatéd to the valuation under Section
402 of the Tariff Act of bicycle parts imported from Germany and of a
type of printing calculator from Italy; the reclassification of footwear
with fiber uppers and composition soles, and of twisted jute packing,
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single strand packing, and twisted plumbers oakum; and the respective
jurisdictions of the Bureau of Customs and other agencies in the
enforcement of certain statutes. '

A substantial amount of work was done in cooperation with the
Department of Justice on a number of suits under the Federal Tort
Claims Act, as amended, several of which involve the extent of the
-so-called ‘“‘customs’” exception in the act (28 U. S. C. 2680 (c)) and are
pending in the courts. There was also continued activity in connec-
tion with the payment of awards to informers, overtime suits by cus-
toms employees, and, in cooperation with the Department of Justice, "
in matters relating to offers in compromise and other settlements of
Government claims for customs duties.

Law enforcement and investigative activities—The number of investi-
gations conducted by the Customs Agency Service during the fiscal
year was slightly less than during the preceding year, as shown in

_table 105. The sharp decrease in touring permit violations was due
