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SUMMARY

When the present administration assumed office in January 1961,
the Nation faced two serious economic problems: A recession at home,
which had continued for eight months; and a persistent deficit in this
country’s international balance of payments, which had shaken con-
fidence in the stability of the dollar. Forthright action was taken to
combat both problems. While their ultimate solution lies in the
future, gratifying progress has been made.

The two problems are intimately related. In the world of the
1960’s, everything the Government does to foster recovery and eco-
nomic growth at home must be considered in the light of its impact
upon the Nation’s economic position in the world. And every move
to maintain confidence in our currency abroad must be weighed
against its effect upon the domestic economy.

Any accounting of Treasury actions and accomplishments during
1961 must, therefore, focus on efforts to reconcile conflicts—both
seeming and real—between our domestic and our foreign economic
programs.

In fact, there is no conflict between our national and international
objectives. If this Nation fails to maintain a vigorous economic
system, capable of utilizing its resources fully and expanding its
productive potential adequately, America’s political and military
leadership of the free world will inevitably deteriorate. Similarly,
if we fail to help maintain stable currencies and vigorous economies
throughout the free world, there can be no prosperity for our own
people.

While our international and domestic goals thus automatically
interlock and reinforce each other, formulating policies that will serve
both objectives can involve difficult choices. We must disavow any
philosophy and reject all programs that support one exclusively at the
cost of the other.

This we have done in 1961 and will continue to do.

Budgetary policies have been adopted which meet urgent national
needs and, at the same time, have clearly demonstrated to the world
our intention to manage our fiscal affairs wisely and prudently.

Monetary and debt management policies have been followed that
have contributed simultaneously to vigorous economic growth at home
and to stability in world financial markets.
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Tax policies have been developed that will directly promote expan-
sion of business and employment at home and, at the same time,
strengthen the Nation’s competitive position abroad.

The interrelationship of fiscal and monetary policies has been
recognized and designed to encourage greater investment in pro-
ductive facilities—another objective that serves both our national and
international needs.

And finally, the administration has moved boldly into a new world
of close and confidential financial cooperation with our friends and
allies, thus strengthening the economic security and stability of all
free nations.

Our problems are far from solved and the future may bring new
ones which will require that old programs be modified or scrapped and
new ones developed to supplement or supplant them. OQur policies,
however, will always be pointed toward both objectives: A vigorous,
expanding domestic economy and equilibrium in our international
financial position.



FISCAL POLICY

Fiscal policy, which concerns the level and composition of Govern-
ment expenditures, the level and sources of Government receipts, and
the balance between expenditures and receipts, plays a key role in the
attainment of our national objectives.

Federal - expenditures for goods and services, or in the form of
transfer payments to State and local governments or to individuals,
affect the trend of private economic activity and the composition of
national output.

Morcover, even Government programs which do not require
significant cash outlays may strongly influence private economic
decisions. For example, Government insurance and guarantee
programs, such as those covering home mortgages, may require little
direct expenditure but can have widespread economic consequences.

Similarly, not only the volume of tax receipts but also different
levels and types of taxation produce far-reaching economic results.

The financial plans of the Federal Government must fulfill certain
‘basic requirements:

National security, including military, other defense, and foreign
policy requirements, must be met in full.

The need of the domestic economy for stimulation or restraint, or
for an essentially neutral mﬁuence as appropriate to economic con-
ditions, must be met.

International financial consequences of domestic economlc trends
and policies must be taken fully into account.

Vital nondefense programs must be provided for.

An adequate revenue base must be established and maintained.

National security needs come first. While the Government must
fulfill national security requirements as efficiently as possible—ever
on guard against waste and duplication—it is inappropriate to con-
fine national security programs within arbitrary expenditure ceilings.
Other considerations of fiscal policy must be tailored to fit national
security requirements, if necessary through tax increases, increased
borrowing, postponement or curtailment of less-essential domestic
programs, or some combination of these.

The influence of Government spending trends and of the Govern-
ment’s surplus or deficit position on the health and vitality of the
national economy is a continuous consideration. Few dispute the
appropriateness of Federal budget deficits in a time of declining

5
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or depressed economic activity, or of Federal budget surpluses in a
time of rapid expansion and inflationary threat. But between such
periods of obvious need for stimulation or restraint, there frequently
exist economic conditions which call for fine tuning of fiscal policies to
more complex economic needs. With the emergence of international
balance-of-payments considerations as a factor in domestic economic
policy judgments, additional delicate adjustments of fiscal policy
nowadays are frequently required.

Decisions concerning the components of Government outlays also
require the weighing of complex considerations. Since Government
resources are limited, spending priorities must be established and
essential programs distinguished from the merely worthwhile or
desirable. How many in the latter category may be undertaken, and
to what extent, will depend on the level of spending required by
national security and essential domestic programs and the extent to
which overall economic needs dictate a tighter or less restrictive
fiscal policy.

Major budget concepts

No single budgetary system is wholly adequate for complete anal-
ysis of the effect of Federal fiscal operations on the level and compo-
sition of economic activity. For this reason, other accounting
concepts, in addition to the conventional administrative budget,
have been developed. The most familiar is the cash budget which -
covers all cash receipts from and payments to the public, except
borrowing from the public. More recently, the record of the activities
of the Federal Government in the national income and product
accounts has been increasingly used.

The administrative budget, the accounting system commonly re-
ferred to as ‘‘the Budget,” is primarily a presentation of adminis-
tration policies. It sets forth governmental programs, together with
their estimated costs and proposed means of financing them. The
administrative budget is, however, of limited use in appraising the
effects of Federal financial transactions on the economy. In part this
1s because the operations of the Government trust funds and of
Government-sponsored enterprises are largely omitted from the
administrative budget figures.

The cash budget includes the activities of the Government’s various
trust funds, the largest of which are the social security and highway
trust funds, but also the transactions of Government-sponsored
enterprises, which include the Federal Deposit Insurance Corporation,
Federal intermediate credit banks, Federal land banks, Federal home
loan banks, and banks for cooperatives.
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Unlike either the administrative or cash budgets, the timing of
Federal receipts and expenditures in the national income and product
accounts is designed to coincide with their impact upon the economy.
Hence, most taxes are recorded at the time the tax liability is in-
curred, and purchases reflect the time of acquisition rather than of
payment. This statement also includes trust funds but excludes
certain financial transactions, such as loans or the purchase or sale
of existing assets, which represent neither the production of current
output nor incomes earned in production.

It is also clearly important in analyzing the economic significance of
the Federal budget to recognize that it includes substantial outlays for
public works and other durable assets and capital items that will
continue to yield benefits for many years after the fiscal year in which
the expenditures are recorded. Many loan and grant programs, as
well as direct expenditures programs, fall in this category. In addition
many categories of Government expenditures are ‘‘developmental”
in nature, such as outlays for education and training and for research
and development. The importance of the distinction between outlays
for current and capital purposes, in fact, has caused many businesses
and State and local governments, as well as foreign governments, to
show separate budgets for current and capital expenditures.

Fiscal year 1961

-~ When this administration assumed office, the Nation was in its
eighth month of economic decline. The gross national product,
which had reached a peak of $506.4 billion, seasonally adjusted annual
rate, in the fourth quarter of fiscal 1960, had fallen to $504.5 billion in
the second quarter of fiscal 1961 and fell further to $500.8 billion in the
January-March quarter of 1961. The industrial production index,
seasonally adjusted, had fallen, by December 1960, to 103 percent of
its 1957 base from a high of 111 in January 1960 and continued to fall,
reaching a low of 102 in February. The unemployment rate,
seasonally adjusted, which had remained at 5 percent or more in every
month but one since the 1957-58 recession, had reached 6.7 percent in
December 1960 and continued near this level throughout the first ten
months of 1961. In addition, our balance-of-payments position, which
had progressively worsened during 1960, remained a serious
consideration. '

" In those circumstances, a fiscal policy directed toward arresting
the downturn and giving upward momentum to the economy was
clearly in order.

Extended temporary unemployment benefits, a speedup in income
tax refunds, early payment of Veterans’ Administration life insurance
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dividends, and a special VA insurance dividend, added directly to
disposable personal income and helped sustain purchasing power.
Accelerated military procurement and construction and highway aid
payments directly stimulated production and employment. Other,
longer term programs were inaugurated, including a higher minimum
wage with expanded coverage, assistance to areas of chronic unem-
" ployment, and increased Federal aids for housing.

These changes in Federal fiscal programs, with other measures
employed by the new administration, helped spur an increase in
economic activity. By the end of fiscal 1961 much more ground
had been regained than had been lost during the recession months,
without emergence of inflationary pressures.

The administrative budget.—Budget (net) receipts in ﬁscal 1961
totaled $77.7 billion and expenditures were $81.5 billion, resulting in
a $3.9 billion deficit for the fiscal year. In the previous fiscal year,
expenditures had totaled $76.5 billion and receipts $77.8 billion, re-
sulting in a surplus of $1.2 billion.

The previous administration had estimated expenditures in fiscal
1961 of $78.9 billion, receipts of $79.0 billion, and a surplus of $79
million. Thus, slightly more than one-third of the difference between
the projected budget surplus and the actual deficit recorded resulted
from failure of receipts to maintain the level anticipated by the out-
going administration.

By far the largest portion of the increase in expenditures over fiscal
1960 was the $2.8 billion for national defense, international affairs and
finance, and space research and technology. An additional $600 mil-
lion in added expenditures was incurred for necessary antirecession
programs. Expenditures for all other purposes were $1.6 Dbillion
greater than in fiscal year 1960, but only about $200 million more
than estimated by the outgoing administration. About one-fifth of
this increase was for interest on the public debt.

Net budget receipts for fiscal 1961 included: $41.3 billion in indi-
vidual income taxes, which accounted for more than half of total
budget receipts; $21.0 billion in corporate income taxes; $9.1 billion
in excise tax collections; $1.9 billion in estate and gift taxes; $1.0
billion in customs collections; and $3.4 billion in miscellaneous
receipts.

Although individual income tax collections showed a gain, corporate
and excise tax and customs collections were down from those of fiscal
1960 (after deduction of interfund transactions).

Cash budget.—In fiscal 1961, cash payments to the public exceeded
cash receipts by $2.3 billion. The cash deficit was less than the
budget deficit, since trust funds receipts exceeded expenditures by
$568 million, Government-sponsored enterprises net receipts were $236
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million, and net interest accruals and other noncash adjustments
amounted to $821 million. '

National income and product accounts.—In the national income and
product accounts, Federal expenditures exceeded receipts by $2.2
billion in fiscal 1961. A moderate surplus in the first quarter of the
fiscal year changed to a substantial deficit in the last half of the fiscal
year, reflecting additional expenditures largely for defense and the
effects of the recession on tax accruals.

Fiscal year 1962

In a year of presidential change, the budget for the succeeding
fiscal year is presented accerding to law by the outgoing administra-
tion. Thus, during its first several months in office the new admin-
istration was simultaneously planning to meet immediate needs in
the remaining months of fiscal 1961, reviewing the fiscal 1962 pro-
posals of the outgoing administration, and formulating its own pro-

. grams. Paramount considerations were the need to stimulate
economic recovery and to alleviate the worsening international
situation which culminated in the Berlin crisis in July 1961.

Although by the last quarter of fiscal 1961 it was clear that the
economy was again expanding, it was also clear that a satisfactory
decrease in unemployment was still many months in the future. It
was decided, therefore, that necessary increases in military and do-
mestic spending should be put into effect without any compensating
increase in taxes, thus continuing the economic stimulus of a Govern-
ment deficit.

The admanistrative budget.—In the January 1962 budget message

. expenditures in fiscal 1962 were estimated at $89.1 billion, or $7.6
billion more than in fiscal 1961. Receipts were estimated at $82.1
billion, compared with $77.7 billion in fiscal 1961, resulting in an
estimated deficit of $7.0 billion, compared with a deficit of $3.9
billion in fiscal 1961.

Since budget receipts in a fiscal year are primarily associated with
income and profits levels in the calendar year which ends in the
fiscal year, the increase in estimated receipts for fiscal 1962 over
fiscal 1961 reflects the rise in economic activity in 1961. However,
since the low point of the 1960-61 recession was reached in the first
quarter of calendar 1961, fiscal 1962 receipts still reflect the impact
of that recession.

The estimated increase in budget expeuditures from fiscal 1961 to
1962 is $7.6 billion, of which $4.7 billion, or more than 60 percent, is
for national defense, international affairs and finance, and space
research and technology. Of the remaining $2.9 billion increase,
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$1.2 billion is for agricultural programs, particularly farm income
stabilization and food for peace programs.

In the January budget document the estimates for fiscal 1962
show an increase in expenditures of $8.2 billion, compared with the
estimates submitted by the previous administration. Of this amount,
more than half, $4.7 billion, represents the increase in planned outlays
for defense, space technology, and international programs, and the
larger anticipated cost of interest on the public debt. Another
$1.2 billion is accounted for by the rise in the cost of agricultural
programs.

According to the January budget document budget receipts for
1962 were expected to run about $200 million lower than estimated
by the previous administration.

Individual income tax collections were estimated at $45.0 billion and
corporate tax collections at $21.3 billion—the former a significant
increase from fiscal 1961, the latter a modest one. All other major
categories of receipts were expected to show some rise, with the excep-
tion of miscellaneous receipts, because of a large advance loan repay-
ment by the Federal Republic of Germany in 1961. Excise tax
collections were estimated at $9.6 billion; estate and gift taxes at $2.1

“billion; customs collections at $1.2 billion; and miscellaneous receipts
at $2.9 billion.

Cash budget.—Cash payments to the public were estimated to exceed
cash receipts from the public by $8.5 billion in fiscal 1962, a deficit
larger than the budget deficit, mainly because trust fund expenditures
were expected to exceed receipts by $1.0 billion. Expected net
expenditures of $514 million from the operations of Government-
sponsored enterprises account for nearly all the remaining difference
between the administrative and cash budget deficits.

National income and product accounts.—It was estimated that the
national income and product accounts would show a deficit of $0.5
billion in fiscal 1962, compared with a deficit of $2.2 billion in fiscal
1961. The Federal Government was expected to shift from a deficit
position to a surplus position in the latter part of the fiscal year, thus
providing a moderate restraining influence on the economy, as output
increases, in place of the net stimulative effect exerted throughout
calendar 1961.

Fiscal year 1963

The économic considerations which underlay budget policy for
the fiscal year 1963 were somewhat more complex than those which
had characterized the two previous years.

The fiscal 1963 budget was in preparation during the final months
of calendar 1961, when the economic recovery was well established
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and nearly every measure of economic activity had reached new
records. Although unemployment and underutilization of productive
capacity remained high, continuous expansion and fuller utilization
of resources were expected. Moreover, balance-of-payments prob-
lems, which the recession, with its accompanying lower demand for
imports, had helped to ease, were again causing concern.

Although strong stimulation of the economy by fiscal means
seemed no longer necessary, it was important to avoid a degree of
restraint which might choke off the expansion needed to bring down
unemployment and set the economy firmly on the road to sustained
growth.

While the existing high unemployment and underutilization of
capacity might, in other circumstances, have made continuation of
budgetary deficits desirable as a stimulus to growth, balance-of-
payments considerations indicated a need for different measures.

Continued strong economic expansion without upward pressures
on prices was necessary. The clearly evident means of achieving
this was a higher level of private investment in productive facilities,
mvestment which would not only directly stimulate expansion, but
would also substantially increase the competitiveness of American
products in markets at home and abroad, thus easing the balance-of-
payments situation. '

The need for an expanding level of private investment emphasized
the desirability of a situation in which the Federal Government would
not have to draw savings from the private economy to finance a
Government deficit. It also required that credit be relatively easily
attainable and at favorable rates.

Thus, it was decided to present a. balanced budget for the new
fiscal year which will begin in July 1962. Only a moderate surplus
of $463 million was provided, however, in the conventional or adminis-
trative budget. It was considered necessary to avoid a repetition of
the pattern of the previous recovery period, when the Federal budget
moved from a deficit, on an administrative budget basis, of $12.4
billion in fiscal 1959 to a surplus of $1.2 billion in fiscal 1960. This
movement, totaling more than $13% billion, contributed to the pre-
mature termination of the expansion phase of the business cycle in
calendar 1960. In contrast, the budgetary swing planned between
fiscal 1962 and fiscal 1963 would total only about $7% billion.

The administrative budget.—For fiscal 1963 budget expenditures
were estimated at $92.5 billion and receipts at $93.0 billion. Budget
expenditures were expected to be $3.4 billion greater than in fiscal
1962, with more than three-fourths of the increase accounted for by
additional expenditures for national defense, international affairs and

614359—62———2
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finance, and space programs. In addition, the interest cost on the
public debt was expected to be $400 million greater than in fiscal 1962.

The rise in all other domestic programs was estimated at less than
$400 million. Budget receipts were expected to rise by $10.9 billion
from fiscal 1962 to fiscal 1963, mainly as a result of the anticipated
higher levels of personal income and corporate profits in calendar 1962.

Individual income taxes were expected to account for $49.3 billion
of the total revenues, an increase of $4.3 billion over fiscal 1962 levels.
Corporate tax collections were expected to reach $26.6 billion, a gain
of $5.3 billion from fiscal 1962. Excise taxes were estimated at nearly
$10.0 billion; estate and gift taxes at $2.3 billion; customs collections
at $1.3 billion; and miscellaneous receipts at $4.2 billion. All were
expected to show increases over 1962,

Cash budget.—In comparison with the excess of cash payments over
receipts of $8.5 billion in fiscal 1962, cash receipts will exceed cash
payments by $1.8 billion in fiscal 1963.

National “ncome and product accounts.—It was estimated that the
Federal Government will show a surplus of $4.4 billion in the national
income and product accounts in fiscal 1963, in comparison with a
deficit of $0.5 billion in fiscal 1962. Purchases of goods and services

-in the national income and product accounts were expected to rise by
$4.0 billion, transfer payments by $1.6 billion and grants-in-aid by
$0.7 billion. Net interest and other expenditures were expected to
decline by $0.5 billion. Total expenditures were estimated to rise
by $5.8 billion, but receipts on an accrual basis were estimated to in-
crease by $10.7 billion, accounting for the change in the Government’s
net position.



DEBT MANAGEMENT

The management of the public debt, which now totals nearly $300
billion, is one of the major responsibilities of the Treasury Department.
Each year more than one-fourth of the securities making up the total
debt come due and must be replaced with new issues or paid off in
cash. During periods when Federal Government expenditures are
larger. than receipts, the Treasury must go into the financial markets
to borrow new money as well. As a result of the highly seasonal pat-
tern of revenue collections, such periods may occur even when the
Federal budget is in balance.

Debt management policies

Federal debt management has become increasingly complex,
requiring a high degree of coordination with the closely related
operations of the Federal Reserve System. Its objectives, as well
as the techniques by which those objectives are carried out, have
changed with the American economy and the world’s financial markets.
The objectives have evolved from a simple raising of money to pay the
Government’s bills to recognition of the importance of debt manage-
ment in fostering economic stability and a healthy and sustained
economic growth. Most recently, a whole new dimension has been
added to debt management objectives by the emergence of inter-
national balance-of-payments considerations.

Techniques, too, have changed, requiring that the Treasury seek
new means to achieve debt management objectives: New types of
securities, new methods of marketing, and adaptations of other
techniques.

Despite continuous shifts in the economic environment both at
home and around the globe, debt management decisions must be
made in the light of certain fundamental, and sometimes conflicting,
objectives. Among these are: ‘

First, to raise the money required to meet the Government’s
obligations.

Second, to borrow as cheaply as possible, consistent with meeting
other debt management objectives.

Third, to make sure that the Government carries out its borrowing
in a way that fosters, rather than inhibits, economic stability and
sustained growth of the economy.

13
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Fourth, to conduct debt operations in such a way as to try to avoid
significant international interest rate differentials, which can lead to
large and disruptive flows of short-term funds.

Fifth, to work toward a balanced debt maturity structure, in order
to facilitate the orderly managing of the debt in future years. This
requires maintenance of both a reasonable volume of long-term
securities and a sufficient supply of short-term securities to meet the
needs of the economy.

The problems of reconciling and achieving these various goals of
debt management policy were manifest throughout the calendar
year 1961.

The total borrowing need was large. Government expenditures
exceeded Government receipts during the year with $6 billion in net
new borrowing required. Treasury offerings to the public to raise new
money and to refinance existing obligations at maturity, or, in some

cases in advance of maturity, totaled more than $65 billion, excluding’

the weekly rollover of maturing Treasury bills which amounted to $85
billion.

The total outstanding debt at the end of the calendar year was
$296% billion, of which about two-thirds, or $196 billion, was in
marketable issues and the remainder largely in special issues to Gov-
ernment investment accounts and in U.S. savings bonds held by
individuals and others.

As the Nation moved out of recession and into recovery, economic
conditions at home required a strong flow of funds into private in-
vestment at reasonable long-term interest rates, thus limiting the
desirability of long-term Treasury borrowing.

International balance-of-payments considerations made it man-
datory to deter the outflow of funds from the United States which
might have occurred if short-term interest rates had been allowed to
fall to the low levels reached in other recent recession and early re-
covery periods. This required an increase in the supply of the
shortest term securities, 91-day and 182-day Treasury bills in par-
ticular. ' '

The combined needs of the domestic economy and the balance-of-
payments situation—and the ever-present fact that simple passage
of time alone will shorten the maturity of the over one-year debt by
one full year each year—made mere maintenance of the average
maturity of the debt a most difficult task.

The conflicts, seeming and real, among the five major objectives of
debt management policy were, however, resolved and the funds needed
to finance new debt and refinance old were raised.

With the cooperation of the Federal Reserve System, which ac-
tively entered the market for intermediate- and long-term Govern-
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ment securities for the first time in a decade, short-term interest rates
were kept at sufficiently high levels to deter large outflows of money
from this country, and an adequate volume of long-term investment
funds was encouraged, at reasonably low long-term rates.

While the outstanding volume of Government securities maturing
in one year or less increased by $10% billion, the average maturity of
the debt at the end of calendar 1961 remained unchanged from the
55-month average at the end of 1960.

The total cost of interest on the debt was $8.9 billion in calendar
1961 compared with $9.3 billion in the previous year.

Debt management operations in 1961

A broad array of debt management techniques was requlred to
meet these difficult debt management objectives during the course
of the calendar year.

Two techniques which had been reintroduced in 1960, so-called
advance refunding and cash refunding, were continued with marked
success. In addition, one wholly new device, the offering of *‘strips”
of Treasury bills, was inaugurated. Use of six-month and one-year
Treasury bills, which had first been offered in 1958 and 1959, respec-
tively, and which have now become a fundamental part of the debt
structure, was also continued.

Several steps were also taken to encouracre continuing and e\pand-
ing ownership of Series E and H savings bonds with the result that at
the year’s end the outstanding volume of these bonds, including ac-
crued interest, had risen by more than $1% billion to a total of $44%
billion, or 15 percent of the total public debt. New sales of i and
H bonds increased by 4 percent over 1960 levels and redemptions de-
clined 10 percent.

- In its management of the marketable debt, which includes most of
the Federal debt except savings bonds and special securities issued
to Government investment accounts, the Treasury concentrated new-
cash financings in short-term issues. These were mainly Treasury
bills, which were increased from $39% billion outstanding at the end
of 1960 to $43)% billion outstanding on December 31, 1961. The
weekly bill maturities were increased by $4 billion and one-year bills
maturing quarterly were increased by $1 billion. (In January 1962
another $500 million was added to the one-year bills maturing in that
month, bringing each of the four quarterly one-year bill maturities up
to $2 billion.) In contrast with increases in the weekly and quarterly
bill maturities, the Treasury during 1961 cut back its tax anticipa-
tion series by $1 billion in order to bring total outstanding issues of
tax anticipation bills more closely in line with the level of corpor ation
tax payments. :
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Except for small additional amounts raised in the course of refunding
operations, the Treasury’s only new-cash financing outside of the bill
market was the reoffering in October of a 3J; percent note maturing
in May 1963, first issued in May 1961. A total of more than $2¥%
billion was raised by this means.

Debt refinancing operations also were largely confined to short-
term securities during the first half of the calendar year, when the need
to encourage the nascent upturn in the economy was paramount.
With the recovery barely underway, Treasury debt operations were
designed to avoid draining off long-term funds, which otherwise
would be available for private investment, from the financial markets.
This complemented the open market operations of the Federal Reserve
System involving the purchase of long-term sccurities from the public,
offset in part by sales of short-term securities. _

The Treasury, therefore, in February and again in May 1961
undertook two refinancings of maturing debt into relatively short-
term securities through the cash refunding technique, under which
maturing securities are paid off directly to their holders and new
securities sold for cash. :

In a cash refunding, unlike the more traditional “exchange offering”’
method of refinancing maturing securities, the Treasury can control
the exact amount to be sold, and is not circumscribed by the desires
of the holders of the maturing issues either to exchange or, conversely,
to demand payment in cash. In these two cases, the Treasury
obtained a moderate amount of additional cash—a need at the time
in view of the Government deficit—through issuing somewhat more
in new securities than it paid off in old ones.

Certificates maturing in February in the amount of $7 billion were
paid off and a new issue of 1%-year notes was sold, totaling slightly
more than $7% billion. A similar operation was conducted in May
when $7% billion of maturing securities were paid off and new cash
was raised through the issuance of $8}% billion of short-term securities,
$5% billion of one-year certificates and $23 billion of two-year notes.

Significant efforts to lengthen the debt became possible in the
second half of the year, with the business recovery firmly established.

In July an exchange offer consisting of 1-year 3-month notes,
three-year notes, and a reopening of a bond maturing in 1968 was made
to holders of $12)% billion of obligations maturing between August
and October. More than $11% billion of new securities were issued,
including $5 billion of the three-year notes and three-quarter billion
of the reopened bonds.

The November maturity of $7 billion provided another opportunity
to work toward a balanced debt structure. In addition to one
short-term issue, holders of the maturing securities were offered two
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bonds, both reopenings of earlier issues, one maturing.in 1966 and one
maturing in 1974. In all, holders of $6% billion of the maturing issue
exchanged their obligations for new securities including approximately
$2Y% billion of the shorter bonds and one-half billion of the bonds
maturing in 1974.

Some further debt extension was accomplished during the year by
means of an exchange offering in November to holders of approxi-
mately $970 million nonmarketable Series F and G- savings bonds
maturing in 1962. Owners of these obligations were offered in ex-
change marketable Treasury bonds maturing in 1968, a reopening
of bonds first offered in June 1960. The exchange offer was accepted
by holders of approximately $320 million of the 1962 F and G
maturities.

While these offerings made in the course of regular refinancing
operations resulted in some redistribution of the debt, the major
efforts in 1961 toward a balanced debt structure took the form of
refunding of obligations in advance of maturity, that is, by an
“advance refunding.” In March a “junior” advance refunding of
relatively short-term issues into intermediate-term securities resulted
in the exchange of $6 billion of securities maturing in 1962 and 1963
for obligations maturing in 1966 and 1967. As a result, the crowding
of issues in the one-to-two-year maturity range was relieved, making
room for other new or refunding issues to be placed in that area later
as new needs arose. In September 1961, a “senior” advance refunding
saw holders of $3% billion of intermediate-term bonds maturing in
1970 and 1971 take advantage of an offer to exchange their holdings
for longer term issues maturing between 1980 .and 1998.

As a result of this advance refunding, there was a net increase
over the year of almost $2% billion in total debt obligations having
more than 20 years until maturity. The reduction of the volume of
issues in the nine-to-ten-year area gave added flexibility for the place-
ment of other debt in that maturity sector, if market conditions and
other objectives favor such a possibility later on.

An entirely new debt management technique was used on two
occasions during the year as a means of raising additional new cash.
This was the offering of “‘strips’” of Treasury bills, maturing over a
series of consecutive weeks. The strip of bills offers an alternative
to the device of weekly increases in the volume of regular Treasury
bills, a technique which was also used frequently during the year.
A strip bill offering of $1.8 billion of Treasury bills to mature over
a period of 18 weeks was made in June, followed by an offering in
November of $800 million of bills to mature over an 8-week period.

Although the Treasury’s major financing operations each year
necessarily involve marketable issues, nonmarketable obligations, and
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particularly U.S. savings bonds, are an important element in the
Government debt. Savings bonds owners on the average hold their
securities for 7% years, a considerably longer span of time than the
average length of the outstanding marketable debt. Thus the pur-
chase of savings bonds simplifies the Treasury’s complicated problem
of restructuring the debt.

The first step taken during the calendar year to encourage con-
tinuing ownership of savings bonds was the announcement in March
of a second extension of Series E bonds issued from May 1941 through
May 1949. A rate of 3% percent per year compounded semiannually
is payable on these bonds for a 10-year period beginning with the
date on which the bonds reach the end of their first extended ma-
turity, 20 years from date of purchase.

In August the Treasury announced that it was granting an extended
maturity on current income savings bonds for the first time. Series
H bonds issued from June 1952 through January 1957 were given
a 10-year extension, with interest payable during the extension
period at the rate of 3% percent a year.

An additional action to encourage investment in savings bonds
was the increase from $10,000 to $20,000 in the amount of Series H
savings bonds which can be purchased in any one year by a single
buyer.

Debt management operations early in 1962

At the outset of calendar 1962 the Treasury was faced with the
necessity of refinancing or paying off $56 billion in maturing market-
able securities, not counting the $30 billion involved in the refunding
of regular weekly Treasury bills, which will be rolled over several
times during 1962. It also faced the necessity of borrowing new
cash from time to time, perhaps as much as $6% billion in the first
half of the year and $12 billion in the second half,

The first major cash borrowing of the year provided $1 billion to
meet the Treasury’s January needs through an offering of 4 percent
bonds maturing in October 1969. There had been a significant reduc-
tion in the supply of bonds in the 1970 maturity area as a result of
the advance refunding of the previous September. This helped create
a market for the January offering. It illustrates the principle that
debt management is a continuous process, with each operation neces-
sarily related to the sequence of future operations.

In its February 1962 refunding the Treasury faced the task of
exchanging $11% billion in maturing securities for new obligations.
Of the total amount, more than $6% billion was publicly held; that is,
in the hands of individual, business, and institutional investors other
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than the Federal Reserve Banks and Government investment accounts.

Among the policy objectives which required careful attention were:

First, the continuing deficit in the United States international
balance of payments indicated that any impact on short-term rates
as a result of the refinancing ought to be upward, rather than
downward. In line with this, a one-year security with an attractive
yield of 3% percent was offered.

Second, with a crowded refinancing schedule ahead—in particular
the unusually large May and June maturities totaling more than
$15% billion, of which $13 billion is publicly held—it was necessary
to maintain flexibility for future refundings. This consideration, too,
influenced the choice of a one-year security, rather than a somewhat
longer one maturing in May or August, as the short-term offering in
the February exchange.

Third, with a restrictive statutory debt ceiling still in effect, and
balance-of-payments considerations indicating that it might be desir-
able in the near future to exert still further upward pressure on the
shortest term interest rates by adding again to the supply of 91-day
bills, it was not possible to consider raising new cash in this refinancing.
Thus an exchange offering rather than a cash refunding was decided on.

Fourth, in order to achieve some overall balance in the maturity
structure, and in view of all the other debt in the shorter term area,
it was desirable to offer a security in the intermediate range, and a
4%-year 4 percent note was offered.

Fifth, the possibility of offering a long-term bond was con51dered
The decrsmn not to make such an offering at that time was based in
part on a belief that lengthening of the debt structure might be
accomplished under more favorable terms and with much less impact
on the financial markets and on interest rates at a later time through
an advance refunding. It appeared that selling a long-term security
would have required a very favorable interest rate, one which might
have exerted upward pressure on other long-term rates. With the
domestic economy still operating at less than capacity and unemploy-
ment still in excess of 5% percent, it seemed unwise to offer the option
of a long-term investment.

Throughout 1962 the Treasury intends to make its needs and
intentions known to the financial markets and the public. Treasury
actions are necessarily significant elements in the market process.
This fact was recognized at the outset of 1961 when both domestic and
international demands indicated a need to maintain short-term rates at
relatively high, and even rising levels, and to maintain long-term rates
at a reasonably low level. This dual objective was not kept secret.



20 ANNUAL REPORT OF THE SECRETARY OF THE TREASURY

Similarly, late in 1961, the intention of the Treasury was made known
when it became evident that it would be desirable if the short-term
bill rate, which had been moving in a range of 2} to 2} percent, should
edge upwards to the 2% percent level to prevent the emergence of
significant interest rate differentials here and abroad.

To the maximum extent feasible, indications will continue to be
given as to the direction in which the influence of Tleasury debt
management actions will be working.



TAX POLICY

The direct and important influence of the Federal tax system upon
the national economy is demonstrated by the impact of tax considera-
tions on individual and business decisions as well as the very magnitude
of tax receipts. In the calendar year 1961, some 100 million individual
taxpayers, with a total of 70 million dependents, filed personal income
tax returns. They paid $42.4 billion in income taxes. Corporations
paid $20.3 billion. These two major sources produced more than
four-fifths of the total of the more than $75 billion in budget receipts
from taxes. The remainder came from excise taxes, estate and gift
taxes, and customs collections. An additional $15 billion in excise
and employment taxes went to trust funds to finance Federal high-
way, social security, and other programs. ‘

In all, Federal tax receipts exceeded $90 billion, the equivalent of
17.3 percent of our gross national product.

Objectives of tax policy

Tax policies are of concern to all—as they should be. Taxes im-
portantly influence myriad economic decisions, and play a significant
role in determining the level of economic activity, the distribution of
income, and competitive business relationships. Tax policies also
affect the value of our money, our balance of international payments,
and the rate at which our economy grows. Among the many im-
portant elements to consider in determining tax policy are:

Adequacy—to meet the Government’s needs for revenues. _

Vitality—to assure that the tax system enhances, rather than
inhibits, economic efficiency, growth, and stability.

Equity—to achieve fairness as between different taxpayers.

Neutrality—to insure that taxes do not artificially influence
economic decisions.

Simplicity—to make possible taxpayer understanding of tax laws,
and effective and economical tax administration.

A Dbasic objective is to maintain a tax system that permits us to
meet our public needs. Adequate revenues are required to maintain
our defenses, support our international commitments, provide the
public services required of the Federal Government, and to finance
these activities in a manner that maintains full confidence, at home
and abroad, in the management of our fiscal affairs.

21
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Adequacy does not mean that revenues must always equal expendi-
tures. It refers, rather, to the capacity of the tax system to supply
revenues in the amounts necessary to finance expenditures without
adverse economic consequences. In some circumstances revenues
should exceed expenditures to produce a budgetary surplus; in others,
a deficit is appropriate.

The overall revenue yield of the tax system at different levels of
business activity is a major test of its economic effectiveness—the
second major objective of tax policy. If the tax system is to make a
significant contribution to economic stability, it must be responsive
to changes in business conditions. The total tax yield should decline
more than total income in time of recession, so that the impact of the
recession on disposable income is moderated. The reverse should
occur in a time of rapid economic expansion and inflationary threat.

In addition to contributing to economic stability, tax policy also
influences the rate of economic growth. Our tax laws can, for example,
contribute to growth by increasing the attractiveness of investment
in new productive equipment. They can also inhibit growth by
making certain types of less-productive activity more attractive than
other, more economically valuable, undertakings.

A third major goal of tax policy is equity. Each person should
contribute his appropriate share to the cost of Government, and he
should feel confident that others are doing so as well.

Opinions vary as to what is fair or equitable in the application
of particular taxes, but there are some generally accepted prmmples
of tax fairness.

One is “horizontal” equity: persons with equal incomes and similar
circumstances should pay equal taxes.

A second is “vertical” equity: as income increases, the proportion
that goes into taxes should rise. The effectiveness and efficiency
of our income tax laws, which are to a considerable extent subject
to voluntary compliance, depend upon a general belief that each’
individual’s share of the tax burden is just, and that others are not
escaping.

In applying standards of equity, our tax laws recognize variations
in taxpayers’ circumstances. In some instances, departures from
uniform rules may be the means of achieving important public pur-
poses. But tax equity requires that special tax provisions be care-
fully considered. They are justified only when real and significant
differences exist between taxpayers’ situations, or when there is no
better way of attaining a compelling national objective than by
exceptional tax rules.

Related to the concept of tax equity is that of tax neutrality
Tax rates should apply uniformly and without discrimination be-
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tween individuals, between businesses, and between the ways in
which similarly situated individuals choose to conduct their economic
affairs.

Simplicity is also a basic objective of tax policy. In a complex
modern society there may be conflicts between simplicity and other
objectives. But in evaluating our tax policies, simplicity is an impor-
tant consideration. Otherwise, the tax system becomes virtually
incomprehensible, compliance becomes increasingly burdensome,
and expensive enforcement processes are required.

Cdnformity of the present system with tax policy objectives

In the light of these objectives, there are many features of our tax
structure that need revision to meet changing social, economic, and
international conditions, and to improve tax equity. For example,
as health, welfare, and other programs grow, some features of the
tax system—initiated in support of welfare goals—should be re-
examined. Similarly, important features of our tax structure, im-
posed in wartime to meet special needs, are no longer consistent with
our objectives.

Special preferences for some taxpayers invite claims by others
for similar relief. When some taxpayers are permitted to pay less,
others must inevitably pay more if revenues are to be maintained.
Special provisions create inequity, add to the complexity of tax law
and tax forms, and hamper taxpayer understanding and compliance.

Differences in the treatment of income from different sources affect
business and investment decisions and distort the allocation of eco-
nomic resources. INot the least of these distortions is the pursuit of
special treatment, which diverts attention from ordinary business
decisions to opportunities for the legal avoidance of tax liabilities.

How the tax system should be changed

1961 tax proposals.—Our present tax system is not contributing
enough to an improved rate of economic growth. To meet the re-
quirements of a growing population and labor force, to increase per
capita income, and to raise employment levels, we need a larger
volume of capital formation. Modernization of plant and equipment,
must be accelerated if we are to increase productivity and enable
‘our industries to compete more effectively in international markets,
thus lessening the pressure on our balance of payments.

To this end, the President recommended a tax credit for investment
in machinery and equipment. The presently planned tax credit of
8 percent will afford substantial encouragement for increased invest-
ment. This form of incentive achieves a greater stimulus to invest-
‘ment per dollar of revenue loss than would the available alternatives.
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The administration has also recognized that guidelines for depreci-
ation deductions require revision if they are to reflect economic and
technological changes which affect obsolescence. Priority in these
revisions has been given to textile machinery, in keeping with a
Presidential directive, but new and simplified depreciation schedules
for all other industries will be announced in the spring of 1962. With
more realistic tax allowances for depreciable property, American
industry will be in a better position to maintain the most modern
industrial plant in the world.

The investment credit was one part of the set of urgently needed
legislative reforms recommended by the President in his April 20, 1961,
tax message to the Congress. The President also recommended
statutory changes in taxation that will yield the revenues needed to
offset the loss resulting from the investment credit. These changes
will also remove certain obvious defects and inequities in the tax
structure.

One necessary area of revision is the tax treatment of income from
foreign sources. The recommended amendments would serve the
overall objective of tax neutrality between domestic and foreign
operations by eliminating the existing privilege of deferring tax pay-
ments on earnings from many types of overseas operations until such
time as those earnings are returned to this country. The administra-
tion’s proposals would also remove the adverse effect on our balance
‘of payments which now results from the artificial tax inducement to
overseas investment. Specifically, the recommendations would per-
mit tax deferral privileges for profits earned in developing countries
only and tighten the tax treatment of other foreign income. These
involve tax haven operations; taxation of U.S. sharcholders in foreign
investment companies; taxation of American citizens residing abroad;
estate tax on real property located abroad; computation of allowances
for foreign tax credits on dividends; taxation of foreign trusts; and
additional information with respect to certain foreign corporations
controlled by Americans.

Statutory changes are also necessary to cope with abuses of business
deductions for entertainment, gifts, and other expense account items.
Business deductions for entertainment, vacations, club dues, and
luxurious travel too frequently provide purely personal benefits.
Use of such deductions severely discriminates against the average
taxpayer, who must meet his personal expenses out of income after
tax, thereby undermining general confidence in the fairness of our tax
system. Successive administrative efforts under present law have
not succeeded in ending abuses. More definite and enforceable
statutory provisions were recommended as the effective remedy.
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Corrective legislation is also needed with respect to the tax treat-
ment of profits on sales of depreciable property to the extent of prior
depreciation. Proper taxation of this income has become more
urgent than ever, in view of the administration’s plans to revise de-
preciable lives and its legislative proposal to liberalize treatment of
salvage value in determining depreciation. Profits from sales of
depreciable property should be treated as ordinary income, and the
administration has recommended accordingly that they be taxed as
ordinary income to the extent of depreciation allowed after December
31, 1961. '

Under present law several types of business institutions enjoy un-
warranted tax preferences. Recommendations were made: To insure
that either cooperatives or their patrons pay taxes currently on earn-
ings which reflect business activities; to repeal special provisions now
applicable to the operating income of mutual fire and casualty insur-
ance companies; and to amend the deductible reserve provisions
applicable to mutual savings banks and savings and loan associations
to assure nondiscriminatory taxation among competing financial
institutions.

The privileged treatment of dividend income enacted in 1954 has
not proved to be effective in fostering additional capital investment
and it unduly favors the upper bracket taxpayer. Repeal was recom-
mended for both the exclusion from an individual’s income of the
first $50 of dividends and the credit against tax of 4 percent of addi-
tional dividends.

A system of tax withholding on dividends and interest was recom-
mended to overcome the serious loss of revenue and the unfairness
that result from the failure of some individuals to report these types
of income on their tax returns. It has become clear that this gap in
tax payments cannot be closed by taxpayer educational programs nor
by attempts to apply other collection techniques to the millions of
separate dividend and interest transactions. An automatic system
similar to tax withholding for employee compensation is essential.

The President has recommended that Congress grant him the
authority to adjust personal income tax rates downward by as much
as 5 percentage points, subject to congressional disapproval. This
discretionary tax flexibility is needed as a means of facilitating the
achievement of the objectives of the Employment Act of 1946.
Without it the tax structure is incapable of contributing as much
as it should to the attainment of economic stability.

Steps were taken in 1961 to improve tax administration. Legis-
lation was enacted to authorize the use of taxpayer account numbers
to improve enforcement and collection of taxes. The account number
system will facilitate a greatly expanded use of automatic data process-
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ing equipment by the Internal Revenue Service. This will make
possible the assembling of a single file of all tax data for any one
taxpayer as. an essential part of a modern administrative system.

As a result of the President’s recommendations, the Congress also
increased appropriations for the Internal Revenue Service to add
personnel and expand tax enforcement programs. The President
directed the Internal Revenue Service to give particular attention
to methods of inventory reporting and to the broadening of tax
audit coverage.

Strengthening of administration increases revenues, and maintains
~ general confidence that tax laws are being uniformly and vigorously
enforced. '

Elements of more comprehensive tax reform

‘In accordance with a Presidential directive, the Treasury is prepar-
ing a more comprehensive tax reform program. Studies are underway
on the manner in which existing tax provisions operate, and their
probable effects on the economy and on the distribution of tax liabil-
ities. These studies are providing a factual and analytical basis for
tax reform proposals consistent with our general policy objectives.
Legislative proposals will- be presented to the Congress prior to
adjournment of its 1962 session.

Attention will be directed first to the income taxes, corporate and
personal, but it is recognized that the estate and gift taxes and the
excise taxes also demand attention. As we proceed with the reform
program, proposals in these areas will be offered.

The studies now in progress involve an intensive investigation of
the operation and effects of current exclusions from income, deduc-
tions, and credits. The general purpose is to determine where and in
what manner the income tax base might properly be broadened and
unwarranted special preferences eliminated. Broadening of the tax
base will permit significant reductions of tax rates without sacrifice of
tax revenues. Possible changes are being carefully evaluated in terms
of tax equity, neutrality, simplification, and the contribution they
can make to our national goals, including improved growth and
efficiency of our free enterprise economic system.

Continuing study is also being given to the most feasible means of
strengthening the countercyclical effects of the tax system on the
economy. We need to make the tax system more responsive to
changes in levels of income, unemployment, profits, and sales. Only
if we succeed in mitigating the excessive swings of our economy will
we be able to attain the steady, healthy, and prolonged economic"
growth we need to achieve our true potential.



INTERNATIONAL FINANCE
I. BALANCE OF PAY.MENTS "

Shortly after taking office, the President outlined in a special
message to the Congress a broad and energetic attack on the balance-
of-payments problem facing this country. In response to the clear
and urgent need a wide variety of measures have been introduced and
pursued with vigor by all agencies concerned. At the President’s
direction, the Secretary of the Treasury assumed special responsibility
for continuous review of all these activities, and for reporting to him
at frequent intervals on the status of our international accounts.
This is an appraisal of progress over the past year and of the hard
tasks that still lie ahead.

During 1961, the immediate pressures apparent at the time the
administration took office were relieved. -Confidence in the dollar
was strengthened; the gold outflow slowed; and the deterioration in
our world competitive position arrested. Nevertheless, the task of
eliminating our balance-of-payments deficit has only begun. Until
it is finished, we cannot rest easy.

The main responsibility for righting our deficit lies in the sustained
efforts of Government, business, and labor. But the cooperation of
other free countries is also essential if we are to build a stronger inter-
national financial system. That system must be capable not only of
supporting and nourishing expanded trade among the free nations but
also of withstanding the strains and pressures that are an inevitable
part of progress.

The results of our efforts thus far have been good enough to justify
confidence that we have made the right start; they are not so good as
to justify complacency. Part of our improvement in 1961 came from
palliatives, and palliatives must be continued in 1962. But the cure
has also begun to work, and it can be a lasting cure, as long as we
recognize that it can be neither simple nor painless.

Full success will require time. The necessary time is ours—if we
use it effectively. Today the dollar is still strong, bulwarked by
over 40 percent of the monetary gold stock of the free world. Time
will not be our ally if we waste it, for then confidence will be shaken,
the basis for essential cooperation among the leading financial powers
lost, and the future will be in doubt.
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The nature of the problem

In 1961, our basic accounts, which sum up all our recorded trans-
actions with foreigners except flows of short-term capital, were in
deficit to the extent of $600 million, a substantial reduction from the
basic deficits of $1.9 billion in 1960 and $4.3 billion in 1959. This
reduction reflected both a larger export surplus and reduced net
payments abroad on Government account—progress in the directions
we must move. But it is clear that our progress did not stem entirely
from factors of a lasting sort.

The large surplus of over $3 billion in our trade accounts, excluding
those exports financed by Government grants and capital, resulted in
part from the low import levels that accompanied the recent recession.
In addition, special debt prepayments to the United States—by the
Federal Republic of Germany, the Netherlands, the Philippines, and
Ttaly—contributed almost $700 million to our receipts, a much larger
amount than can be expected year after year. Because these special
factors were concentrated in the early part of the year, our basic
deficit increased appreciably during the final six months.

Moreover, on top of the basic deficit, short-term capital continued to
flow abroad in amounts only slightly less than during 1960. These
flows were much less disturbing than in 1960, when speculation against,
the dollar developed. They did not reflect or arouse the same doubts
over the future of the dollar. Instead, more of the outflow in 1961
consisted of commercial credits to other countries, which helped to
support a continued expansion of trade. But this was only part of
the cause, and in 1961 the size of the short-term capital outflow
clearly aggravated our problem.

Altogether, our deficit in 1961 amounted to nearly $2.5 billion.
While sharply below the average of $3.7 billion for the three previous
years, this is still far from our target of equilibrium in our inter-
national accounts. A deficit of the proportions of 1961 could be, and
was, financed without placing new strains on the monetary system
only because confidence in the dollar was strong and our determination
to meet our problem was apparent.

A little over a third of our deficit in 1961, or $857 million, was re-
flected in gold sales from our monetary stocks. Of this, $324 million
was purchased by foreigners in the single month of January, before
the President had made clear the determination of this administration
to maintain the value of the dollar and to take the vigorous measures
necessary to restore a balance to our international accounts without
resort to direct controls or restrictions.

Our ability to finance our deficit in 1961 cannot be permitted to
obscure the nature of the continuing problem before us. This
country is agreed on its vital responsibilities for leadership in the
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defense of the free world and for assisting the developing nations to
find a better life in {free societies. But it is not always understood
that these burdens cannot be carried if we do not, over a series of years,
earn a larger surplus in our commercial accounts.

Equally important is the fact that a sound dollar is essential to the
strength and stability of the whole international monetary system,
and thus a vital concern to all our allies and trading partners. Ameri-
can dollars, side by side with gold, are a part of the basic reserves of
nearly every country in the free world. They use dollars to finance
much of their worldwide trade, to pay for shipping and transportation,
and to support their foreign investment or borrowing. It is this
universal acceptability of the dollar as a reserve and trading currency
that has made possible a vast expansion in world trade.

The dollar can continue to perform these functions only so long as it
is reliable. It must be immediately reliable as a currency that can be
converted into gold at a fixed price. It must be ultimately reliable
as a solid claim on the enormous and richly varied resources of our
‘abundant economy, a claim undiluted by inflation, creeping or rapid.

The broad challenge before us is to maintain the value of the dollar
unquestioned, and to do so without impairing our vital domestic
objectives, the strength of our mutual defense, or our ability to assist
the less fortunate nations along the path to prosperity and freedom.
These tasks are mutually reinforcing. We cannot afford to neglect
one for another, for only when our economy is expanding at home, our
defenses strong, and the poorer countries are making visible progress
can we command the sort of confidence in our own future that is
necessary.

The overall objectives

Our programs and policies to maintain the strength of the dollar
within a framework of free and expanding markets at home and
abroad are focused on two broad and related objectives:

First, we must eliminate the deficits in our international accounts,
taking the good years and the bad together, so that prolonged and
excessive drains on our own reserves cease. 'This will require, above
all, that we achieve a still larger commercial surplus by competing
more vigorously with producers of other countries both in foreign
markets and at home. It also requires that we reduce our net pay-
ments to other countries on Government account to the minimum
required by national security and economic development objectives.
And, we must eliminate from our tax system artificial incentives,
grounded in neither equity nor economic efficiency, to moving capital
abroad.
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Second, on this firm base, we must build a stronger framework of
mutual cooperation among governments and monetary authorities.
Acting with our partners, we must be able to defend the international
monetary structure from speculative excesses and other strains. In
particular, while allowing short-term funds to move freely {rom coun-
try to country in accordance with private initiative, we must make it
impossible for sudden and capricious movements to undermine the
stability of the payments system.

To achieve these objectives, the energies and resources of all agencies
of the U.S. Government have been mobilized to specific tasks in the
areas of their responsibilities. To assure that the proper priorities
are maintained and the appropriate sense of urgency prevails through-
out Government, the Secretary of the Treasury has, under the Presi-
dent’s authority, established procedures for continuous review of all
these activities. Full reports on the actions of the Government depart-
ments and agencies involved are prepared for the President’s review
at least once every three months. Special measures being taken or
needed throughout the Government to overcome our balance-of-
payments problem are brought to his attention promptly, and he has
issued a series of directives, and sent to Congress a number of proposals
to intensify and coordinate these efforts.

Eliminating the deficit

The balance of payments is made up of countless individual trans-
actions, each responding to a wide variety of factors. Among these
factors, some are under the direct control of Government; others reflect
the performance of our whole domestic economy; and still others the
policies and performance of other nations. Amid these complexities,
there can be no satisfactory single solution to the deficit. What is
needed is a concerted effort on all fronts—by the Government,
business, labor, and finance in this country and by other leading
countries as well, particularly those whose balance-of-payments
surpluses represent the opposite side of our deficit.

Immediate measures.—The first line of attack on the balance-of-
payments deficit consists of measures to curtail the outflow of dollars
stemming from the activities of Government itself. Many of these
measures are now well advanced, and contributed to the improvement
in 1961. Others are just now becoming effective, and should provide
needed help during 1962. But still more can be and is being done to
assure that all Government programs are fully adjusted to current
needs.

The Secretary of Defense is conducting negotiations with certain
of our allies to offset, through the purchase by them of additional
U.S. military equipment and services, the heavy payments which
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we must make to maintain and support American forces in countries
participating in the common defense. Expenditures for defense
purposes overseas were close to $3 billion in 1961. It is expected
that our total sales of military equipment and services will result in
payments to the United States of more than $1 billion in the calendar
year 1962, compared with less than half as much in 1961. This will
help greatly in reducing our 1962 deficit.

The Defense Department has also directed the return of pro-
curement to U.S. sources of a portion of the major equipment, supplies,
and services formerly purchased in foreign countries for the use of our
armed forces overseas. It is streamlining overseas deployments and
pruning installations with a view to conserving dollars within the
framework of our defense requirements. Military and civilian
personnel and their dependents are being urged to reduce their
personal expenditures overseas and to channel their family savings
into U.S. saving bonds and other American securities or savings
institutions.

In our economic assistance programs we are reducing the portion
transferred to foreign countries in the form of dollars rather than
U.S. goods and services. Conversely, the share of our aid transferred
- in the form of U.S. goods and services is being increased. Because a
substantial part of current expenditures stems from commitments
made under earlier policies, the full results of the new emphasis have
not yet been reflected in the balance-of-payments data. Approxi-
mately two-thirds of the funds expended for all our foreign economic
assistance programs in 1961 (including foreign currency sales of
agricultural surpluses) were initially utilized for expenditure in the
United States. The portion spent in this country will increase as pro-
curement orders under present directives become more fully reflected
in our balance of payments. Ways are being developed to reduce
still further the impact of economic assistance on our balance of pay-
ments without damage to the objectives of the program of the Agency
for International Development.

Our program for bartering agricultural surpluses under Public
Law 480 is being reexamined to make sure it will not adversely affect
the balance of payments of the United States. The danger is that,
in some instances, potential export sales for dollars may be diverted
into barter arrangements that return to this country imports for
which there is no current need. This problem should be recognized
in any modification of legislation or additional appropriations for the
barter programs contemplated by the Congress.

Longer range programs.—The task of reaching a balance in our
international accounts is not one that the Government can achieve
alone. The private sector of the economy has an even more vital
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role to play. Longrun equilibrium will be reached and maintained-
only if private industry improves its efficiency more rapidly, produces
goods and services fully competitive in world markets, and actively
seeks out and fully exploits its export opportunities.

Here, the Government can act as a prod and catalyst and help
assure the proper environment. We have recognized that, if business
moves ahead satisfactorily, a balanced budget in fiscal 1963 is a desir-
able part of this environment. Under conditions of strong private
demand, a balanced budget would assure that the overall fiscal pro-
gram of the Government is in keeping with the need to avoid excesses
in our domestic economy and to release savings and resources for
productive investment. Moreover, our monetary policies are being
conducted in a manner to assure that ample credit is available to
finance domestic growth without providing new fuel for inflation.
But, in the last analysis, the critical decisions and the crucial actions
are those of private citizens.

Above all else is the need for business and labor to exert conscious
restraint in shaping wage and price policies. Our industry cannot
remain competitive if we repeat the pattern of the 1950’s, when prices
of industrial goods in this country advanced more rapidly than those
of our leading competitors. Prices of American manufactured goods
exports, for instance, rose 14 percent relative to those of other in-
dustrialized nations from 1953 to 1960. Over the same period, our
share of world exports of manufactures declined from 25.9 percent
to 21.6 percent.

All the agencies of the Government directly concerned—the Council
of Economic Advisers, the Departments of Labor and Commerce,
and the Treasury—are cooperating to demonstrate to all Americans
the key fact that the United States can, in this intensely competitive
world, win the battle for markets only by doing a better job in re-
straining our own prices and costs. The President’s Labor and
Management Advisory Committee, too, is fully aware of the impor-
tance of price stability to our international payments situation, as
well as to our domestic economic welfare.

The Council of Economic Advisers has set forth guideposts for wage
and price decisions consistent with our long-range needs. These
guideposts would permit increases in average wages over time in
line with increases in national productivity. They would allow for
the correction of inequities in the wage structure, and would permit
market forces to be appropriately reflected in relative wages and prices.
They do not provide precise answers to every question that arises
amid the tug and pull of collective bargaining and pricing decisions.
But they can indicate, amid the strong pressures on both labor and
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management to seek whatever bargaining advantage the moment
offers, where the public interest lies.

Fortunately, we have so far come out of the recent recession with-
out price increases. Wholesale prices of industrial commodities are
actually a bit lower than in the spring of 1961 despite a gain in pro-
duction of over 12 percent—altogether the best performance of the
postwar years. At the same time, prices in most foreign countries
have tended to rise. But, as the domestic economy moves ahead,
and the benefits of extraordinary gains in productivity typical of the
early stages of recovery are absorbed, we cannot relax our vigilance.

Upon taking office, the President suggested that it was the re-
sponsibility of every citizen to ask what he could do for his country.
In this area of price and wage decision, that challenge is clear and
specific.

More rapid modernization of our industrial plants, so that the
United States can retain its leadership in efficient production, is
another essential part of our longer run effort to achieve and maintain
a stronger position in export markets. Improved efficiency is the
only way that we can hope to achieve faster growth at home and a
better life for all of our citizens, while still meeting our commitments
abroad and remaining competitive in world markets.

This improved efficiency is in good part dependent on incorporating
modern science and technology in our production methods. Congress
now has before it a bill that would provide a tax credit to be applied
against purchases of new industrial equipment. Within the frame-
work of existing laws, the Treasury also has underway a program of
depreciation reform, updating the outmoded guidelines set years ago
and permitting faster writeoffs in line with current experience and
technology. Together, these key reforms will provide incentives for
new investment in the United States comparable to those available
for investment in productive facilities in other industrialized countries
of the free world. '

At the same time, our payments situation underscores the im-
portance of removing from our tax laws those provisions that give an
unwarranted stimulus to investment by American firms in the de-
veloped countries abroad. American foreign business does not require
the use of special tax privileges, and particularly access to tax havens
that avoid practically all taxes, to operate effectively in developed
countries with business tax systems comparable to ours.

Price stability and improved efficiency provide the essential under-
pinning for any effort to expand our commercial trade surplus by
penetrating export markets aggressively while at the same time meet-
ing import competition without resort to restrictions. In addition,
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Government officials and businessmen must become much more ex-
port-minded than ever before. To assure maximum exploitation of
all opportunities, efforts within the Government to facilitate and en-
courage the flow of American goods and services to foreign markets
have been greatly increased.

The foreign trade functions of the Foreign Service and the
Department of Commerce have been reshaped and infused with
fresh energy so that American business can be made aware of export
opportunities as they arise. Foreign market surveys by our Foreign
Service numbered over 34,000 in 1961, an increase of 73 percent over
1960. The Commerce Department has established a National Export
Expansion Council, linked to 14 regional councils throughout the
United States, on which 1,000 business executives are being asked to
serve.

Efforts to familiarize foreign businessmen with American products
and firms also are being intensified. The U.S. Trade Center Program,
initiated successfully in London in 1961, is being expanded. Centers
in Bangkok, Frankfurt, and Tokyo will open in 1962. In 1961 we
participated in 11 international trade fairs and sent special trade
missions to 12 countries.

The Department of Agriculture, utilizing foreign currencies
received from sales of surpluses abroad, has expanded its program
to develop foreign markets for American wheat, feed grains, rice, and
other agricultural products. Forty private trade groups are associated
with the Department in this effort. In 1961 alone, agricultural trade
promotion exhibits were provided at 20 international fairs in Europe,
Africa, the Far East, and Latin America.

The Export-Import Bank, in cooperation with 60 insurance com-
panies, has developed a broad program of export credit insurance to
be carried out through the newly created Foreign Credit Insurance
Association. The FCIA, which began operations early in February
1962, is offering to exporters throughout the United States a single
insurance policy, backed by extensive Government guarantees, cover-
ing both commercial and political risks connected with U.S. export
sales to buyers in friendly foreign countries. When fully effective, this
new insurance program, together with existing Government and pri-
vate facilities, should permit the American exporter to offer export
credit on a footing at least as favorable as available to his foreion
competitors.

To promote foreign travel to the United States, and thereby
reduce our deficit to about $1 billion a year on foreign tmvel account,
the Department of Commerce has established a new agency, the U.S.
Travel Service, assisted by a 36-man Travel Advisory Committee
drawn {rom our private travel and tourist industry. United States
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travel promotion personnel are now established in seven foreign cities
and are working with travel agents, carriers, and the general public
in 30 foreign countries.

Procedures for entry into the United States for foreign business
and vacation travelers have been simplified. Most visas for such
visitors are now issued in less than 30 minutes. The Department of
State last year recommended legislation designed to simplify visa
requirements for travelers still further and eliminate them entirely
on the basis of reciprocity. Congress {ailed to act on this proposal
in 1961, but it will be resubmitted at the 1962 session.

To assure that the maximum potential from this wide variety of
efforts is reached the Secretaries of the Treasury and of Commerce
recommended that the President appoint an export 'coordinator in
the Department of Commerce to concentrate wholly on the overriding
need to expand our export sales.

The export coordinator would be responsible for developing, in
consultation with private business, meaningful export targets by
industry, and by country and region of destination. He would assure
that the vast facilities of Government are used to best advantage in
helping our exporters to reach these targets. He would keep a close
watch on performance, pursuing through his own small staff and
existing channels the reasons for any shortfalls and assisting in the
removal of obstacles as they develop. Finally, he should identify
new problems that might arise, and_make recommendations to the
proper officials for dealing with them.

The role of other countries.—The deficit in our own balance of pay-
ments has its counterpart in the surpluses of other countries. These
surpluses, in recent years, have been largely concentrated in several
of the industrialized countries in continental Western Europe. These
countries have as great a responsibility for cutting down their surpluses
as we have for reducing our deficit, if the international monetary
system is to be both strong and stable.

Substantial advances have occurred over the past year in this
sharing of responsibility. There were the military arrangements and
sizable debt prepayments by certain of our allies already mentioned.
Further agreements along these lines are anticipated during 1962.
But there must be more. We are hard at work now developing the
means.

Oanly a beginning has been made in mutual support for the expand-
ing needs of the developing countries for economic assistance, on
terms and conditions suited to their circumstances. Conventional
loans, repayable within relatively short periods at high rates of .
interest, do not adequately meet these needs. Other industrialized
countries, in the years ahead, must contribute much more assistance
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to the developing countries, and on better terms. This must be
a, continuing objective of our foreign policy.

In most industrialized countries, businesses and individuals are.
still not free to invest where and when they wish outside their own
currency areas. Frequently, they are not free to invest in the United
States when they want to, and in ways they prefer. Such restrictions
can no longer be generally justified on balance-of-payments grounds.
Continued use of them is especially anomalous in the case of the
countries with large and growing monetary reserves.

Surplus countries should move boldly now in freeing those capital
movements. Moreover, our longtime objective—removal of controls
over trade itself—is only partially fulfilled. To be sure, quotas and
other quantitative restrictions, so common earlier in the postwar
period, are now largely gone for manufactured goods in the indus-
trialized countries. That has been a great gain. But barriers
remain for agricultural goods. And ‘the progress of the Common
Market, desirable as it is, will bring into being a common external
tariff, a barrier which must be lowered if the United States is to
expand its sales to this great and growing market.

A breakthrough is imperative in this area. Broad-scale trade
negotiations under the authority of the Trade Expansion Act that the
President has already proposed to the Congress offer the only
realistic opportunity.

Strengthening the world monetary system

The first requisite for a strong and healthy international monetary
system is progress toward resolving our own basic balance-of-payments
problem. * Only in that way can there be a firm basis for continuing
confidence in the dollar. But even then the system will remain
exposed to potential shocks and strains arising from large-scale shifts
of liquid funds from one country to another.

‘Normally, these short-term capital flows serve a constructive pur-
pose in moving funds to the point of greatest need. But, these flows
can also magnify temporary fluctuations in a nation’s balance of pay-
ments and become a vehicle for speculation against one currency or
another. No nation, however strong in reserves, could withstand
alone the potential pressures that could conceivably arise. The in-
dustrialized nations therefore have a common interest in protecting
the system upon which we all rely to facilitate the flow of trade
among us.

Basic to progress in meeting this problem are frank consultations
and close understanding among the leading financial nations. The

" working groups within the Organization for Economic Cooperation
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and Development and the regular meetings of European Central
Bankers at Basle, to which the Federal Reserve now regularly sends
an observer, have provided appropriate forums for such discussions,
and the cooperative spirit displayed has been gratifying. As a result,
we can now shape our policies with better understanding of the needs
and responses of others. The uncertainties and lack of information
that can be a breeding ground for speculation and instability have
been largely dissipated.

It was this understanding and cooperative approach toward our
mutual problems which made possible the agreement announced in
December by ten leading industrialized countries to supplement the
resources of the International Monetary Fund by means of a new
system of lending arrangements totaling $6 billion. These arrange-
ments will greatly enhance the ability of the Fund to cushion any
significant shocks to the monetary system, from whatever source,
and to diffuse the impact among the surplus countries best able to
bear it. In particular, the new arrangements would greatly increase
the potential resources of the Fund in currencies of the surplus coun-
tries of Western Europe, upon which the United States would have
to draw in the event of need. We are awaiting final approval of the
enabling legislation by the Congress.

The Treasury also began, during the past year, to operate directly
in the foreign exchange markets. Using in part currencies borrowed
in foreign markets, this intervention was helpful in damping down
the kinds of temporary fluctuations in the exchanges that can set off
excessive short-term capital movements. The Federal Reserve, acting
_under its existing statutory authority, began in March 1962 to engage
.in foreign exchange operations in full consultation and cooperation
with the Treasury. This participation by the Federal Reserve will
.strengthen this country’s resources and facilities for countering any
threatening pressures against the dollar in world exchange markets.
It will, in the end, contribute to the further use of the dollar as a
reserve and trading currency. '

There is one area in which the United States can take action to
-eliminate an incentive for short-term capital flows that serve no real
economic purpose. Certain recently imposed taxes abroad, in com-
bination with the current provisions of our tax laws permitting a
credit for foreign taxes paid, have created, for some companies, an
entirely artificial incentive to transfer liquid balances abroad. A
specific recommendation for dealing with this quirk in the application
of our tax laws has been prepared by the Treasury so that appropriate
remedy may be included in the tax bill this year.
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Prospects for 1962

Changes in any nation’s balance of payments from year to year,
reflecting & mass of crosscurrents in both the domestic and foreign
economies, are never fully predictable. Nevertheless, it is clear
that the measures already taken and proposed will not have had time
to work their {ull effect in 1962. We must therefore be prepared for
another deficit in the balance this year.

The principal factor working against a balance in 1962 is the
prospect of a sharp increase in imports over the unusually low level
during the early part of 1961. This can be expected in response to
the growth of our domestic economy. The same sort of increase
cannot safely be assumed {or exports, tied closely to market con-
ditions abroad, although we will be doing all we can to expand our
foreign markets. Our commitments for defense and economic as-
sistance should, however, impose a smaller burden, because of foreign
debt payments, offsetting payments for military purchases, and the
tying of aid to the fullest extent possible to purchases from the United
-States.

We must be prepared also for a possible further outflow of short-
term capital. Borrowings in the American market by residents of
other countries and foreign governments, unusually large over the
past two years, are likely to slacken, but not to cease. In the con-
duct of our monetary and debt management policies, we must re-
main continually alert to assure that our own short-term market
does not become so liquid that credit spills over unnecessarily into
foreign lending. i

The means for financing our prospective deficit in 1962 are available.
In the process, some portion will need to be settled in gold as some
countries exchange part of their dollar holdings for gold to restore or
maintain their varied rule-of-thumb ratios of gold to their total inter-
national rescrves, although ratios of that sort have less relevance as
international cooperation becomes closer and the payments system is
strengthened.

These gold losses in 1962 should not be of a size or character to cause
dismay. But they will be a forceful reminder that, until our accounts
are fully in order, we are using our reserves to buy time.

We still have the time for the most important element in any real
cure consistent with the maintenance of our commitments to free
world security and economic progress in the developing countries—an
expanded commercial surplus. To achieve that expanded com-
mercial surplus we shall have to apply ourselves to the job at hand
with the same urgency it would need if little or no time were left.
And we shall also have to insist that other free countries able to do so
assume and discharge their full share of the common burden, and
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provide us with the sort of trading opportunities that will permit us
to carry our own full share. v 4

Essential parts of this overall program still require legislative action
for their (ull implementation:

Authority to participate in the supplementary International
Monetary Fund arrangements.

Authority to bargain cffectively for lower tariffs with the Euro-
pean Common Market and other countries under the terms of the
Trade Expansion Act.

Incentives for more rapid modernization of industrial equipment
by means of an investment tax credit.

The removal of special inducements to invest abroad by elimi-
nating the possibilities for tax avoidance on foreign operations through
the use of tax havens and unwarranted deferments of taxes on oper-
ations of foreign subsidiaries.

New appropriations adequate to staff and operate effectively the
office of the recommended export coordinator and the enlarged
functions of the Departments of State and Commerce in stimulating
exports.

Simplified visa requirements for foreign visitors.

Continuation of Public Law 480 in a form that will not adversely
affect our balance of payments.

Recognition of the problems before us, the wisdom to devise and
forcelully apply appropriate remedies, the understanding cooperation
of our allies abroad—all of these are critical elements in a successful
resolution of our current difficulties. But in the end we will succeed,
as in all our endeavors, only as all Americans grasp the challenge,
and demonstrate that combination of restraint in setting wages and
prices and bold initiative in seizing export opportunities that the
circumstances require. The stability of the dollar is a key to eco-
nomic progress at home and abroad. Beyond that, it will stand as a
symbol of our own determination to discharge the responsibility that
is ours for leadership of the free world.

II. FOREIGN ASSISTANCE

Economic development of the less-developed areas of the free world
is a primary objective of U.S. policy. In this area the Treasury is
concerned particularly with the relationship of development assistance
to our balance-of-payments situation, as described above; with en-
couraging the flow of funds from other industrialized countries; with
the terms and conditions of lending by U.S. agencies and their effect
upon the economies of the recipients; and with the impact of the
monetary, fiscal, and exchange policies of the recipient economies
upon the effective use of public assistance and private capital.
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The Secretary of the Treasury, as chairman of the statutory coor-
dinating group, the National Advisory Council on International
Monetary and Financial Problems, is charged with the task of coor-
dinating foreign lending and stablhzatlon policies and operations with
overall governmental policies.

Since the rise of strong economies in other industrialized countries
of the free world, we have endeavored to obtain from them a larger
and more eﬁectlve flow of financial assistance on both public and
private account to the developing countries.

Through the International Bank and its affiliated Institutions,
through the newly formed Development Assistance Committee of the‘
0.E.C.D., through consortia ‘dealing with particular countries, and
through less formal channels, this objective has been pursued.

In carrying out the coordinating activities of the National Advisory
Council, the Treasury has sought financial terms and conditions of
lending which are suited to the changing objectives of U.S. policy,
and which take into account the appropriate interrelationship of the
activities of the international agencies, the Export-Import Bank, the
Agency for International Development, other Government agencies,
and private institutions.

Through a variety of contacts, consultations, and negotiations with
less-developed countries the Treasury has encouraged financial
policies’ which will strengthen their economies, develop and enlarge
domestic sources of capital, avoid inflationary dissipation of resources,
and, in general, promote effective use of the assistance they receive.
In this area, the advice and assistance of the International Monetary
Fund has been particularly helpful, and in certain Latin American
countries the Treasury has entered into stablhzatlon agreements to
promote these objectives.

With passage of the Foreign Assistance Act in 1961, the Congress
established a new institutional framework and new policies for U.S.
foreign assistance. Military assistance continued its decline relative
to economic assistance. Our aid program places new emphasis on
economic and social development, on evidence of the determination of
less-developed countries to achieve development and to take measures
to help themselves do so, on the preparation of coherent long-term
plans, and on the assurance that development assistance will be
available on a continuing basis.

A major aspect of U.S. foreign policy during 1961 was the estab-
lishment of the Alliance for Progress, under which the United States
committed itself to concentrate conlinuing efforts on a broad scale to
assist in the development of Latin America. In the Charter of
Punta del Este—which created the Alliance—the participating Latin
American countries agreed to prepare long-term programs for economic
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and social reform and development, with special emphasis upon the
need for self-help measures such as land and tax reform. On its
part, the United States pledged itself to help achieve these goals, and
agreed to provide a major part of the estimated minimum of $20
billion required by Latin America over the next ten years from all
external sources in order to supplement its own efforts.

Part of the financial assistance to be provided by the United States
within the Alliance is administered by the Inter-American Develop-
ment Bank, which unites the Latin American members and the
United States in a cooperative drive for more rapid growth within the
Hemisphere. During 1961, the first year of operations, the Inter-
American Development Bank authorized loans totaling about $294
million. ~ Of this sum, $116 million was committed from the Social
Progress Fund, which administers Alliance for Progress funds
appropriated by the United States.

The United States has also ‘continued to provide resources and
leadership for development programs elsewhere in the free world.
The United States is participating actively in consortia of industrial
nations meeting regularly, under the auspices of the International
Bank for Reconstruction and Development, to coordinate assistance
to India and Pakistan.



ADMINISTRATION

A number of steps to improve administrative operations in the
Treasury were undertaken in calendar year 1961. Basic organiza-
“tional changes were put into effect, staff assistance for policymaking
officials was strengthened, and improvements were made in work
methods and procedures.

Organizational improvements

Responsibility for all areas of tax policy, and supervision of all
personnel engaged in tax policy formulation were centralized under
an Assistant Secretary, and his staff was greatly strengthened.

An Office of Congressional Relations was established to improve
Treasury Department liaison with the Congress.

An additional position of Assistant to the Secretary was created
to provide for closer liaison with other departments and agencies
concerning activities affecting the Treasury.

A post of Deputy Under Secretary for Monetary Affairs was
established to assist in the formulation and execution of domestic
and international financial policy.

The Office of Defense Lending was assigned to the Fiscal Assistant
Secretary.

The Office of Security was assigned to the Administrative Assistant
Secretary.

A new position of Deputy Administrative Assistant Secretary was
established to handle the growing administrative workload.

An Office of Financial Analysis was created to advise the Secretary
on a broad range of financial and economic problems, and thereby to
assist him in his role as chief financial adviser to the President.

A group of 50 of the Nation’s most noted economists were named
to serve as consultants to the Treasury in their particular fields of
competence.

An Office of Domestic Gold and Silver Operations was established
within the Office of the Under Secretary for Monetary Affairs, and
was made responsible for the formulation of policy in this area.

An Executive Secretariat was established to assume the responsibility
for coordinating information and action documents between the
Offices of the Secretary and Under Secretary and the Department’s
various divisions and bureaus. The Secretariat also follows action
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assignments made by the Secretary and Under Secretary and informs
the various offices in the Department of policy decisions of concern
to them.

The Office of Management and Organization, in the Office of the
Administrative Assistant Secretary, was reorganized into three
divisions in order to fix responsibility for specialized areas of activity.
The Management Analysis Division was assigned the responsibility
for management improvement programs, long-range planning efforts,
and appraisal of the internal audit systems of the various bureaus
and divisions. The Mobilization Planning Staff was made responsible
for coordinating the Department’s emergency preparedness activities.
The Systems Development Division was assigned supervision of all
systems design and analysis, including manual systems and automatic
data processing activity, and review of the accounting systems in
use in the Department. The functions of appraisal of accounting
and audit, formerly in the Bureau of Accounts, were combined into
the Office of Management and Organization.

In the Internal Revenue Service, administrative activities were
regrouped and placed under the newly created Office of the Assistant
Commissioner for Administration, which also has jurisdiction over
‘the Public Information, Facilities Management, Personnel, Fiscal
Management, and Training divisions.

Mechanization of operations

Of the many steps undertaken during the year to improve the
Department’s efficiency, among the most significant was the expanded
use of automatic data processing equipment. For instance, the
Internal Revenue Service National Computer Center, at Martins-
‘burg, W. Va., which ultimately will process tax return data’from the
'entlre Natlon went into operation late in the year.

In addmon {urther progress was made toward ultlmate mechani-
zation of the Treasury’s entire disbursing process, {from initial check-
Writing to final reconciliation of check payments. The processing of
savings bonds has also been converted, to a more efﬁcwnt and
economical electronic system.

The Coast Guard continued its conversion from man-operated to
automatic lighthouses.

Manpower utilization

Progress has been made in improving the Department’s utilization
of personnel, by simplification of work procedures, by added emphasis
on training programs, and by increased utilization of qualified minority
group members,

614359—62——4
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The Bureau of Customs, with improved procedures, was able for
the first time in more than five years to reduce its backlog of cases
involving final duty assessments on commercial imports.

Cooperation between various Treasury bureaus and State and local
governments was continued and expanded in various areas of activity.

Many types of violations and inspections formerly handled by the
‘Bureau of Narcotics are now being referred to local or State authorities
for investigation and prosecution, or are investigated jointly.

Internal Revenue Service changes in its system of inspection of
distilled spirits plants by Alcohol and Tax Unit personnel resulted in
significant savings in manpower and money.

The Internal Revenue Service has negotiated formal agreements
for the exchange of tax information with the States of Utah and
California. Karlier agreements with the four States originally par-
ticipating in the program have been revised to provide for a broadened
policy on the cooperative exchange of tax information. An agree-
ment was made with the State of Ohio for the exchange of excise,
gift, and estate tax information.

Future trends

Several specific programs of management improvements are under-
way. ‘ ‘

The financial and tax analysis staffs will be further strengthened.

Increased use of automatic data processing equipment by the
Treasury is anticipated in the year ahead. An ADP system for
classifying and coding handwriting is under development which will
enable the Secret Service to speed identification of forgers.
~ In the Bureau of Customs, studies and projects aimed at facili-
tating international trade and travel have been undertaken. The
recommendations of a Citizens’ Task Force, appointed to study the
handling of travelers’ baggage by Customs, are being considered.

A study of, the role and missions of the Coast Guard is also being
made. '

In addition, a study of the Department’s long-range planning
activities will begin shortly. This study will include determination
of the extent and scope of such activities, evaluation of their effective-
ness, and identification of areas for improvement.
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SECRETARY, UNDER SECRETARIES, GENERAL COUNSEL, AND AS-
SISTANT SECRETARIES OF THE TREASURY DEPARTMENT FROM
JANUARY 21, 1961, TO JANUARY 8, 19621

Term of service

Official
From To
Secretary of lﬁe Treasury
Jan. 21,1961 | o ________ Douglas Dillon, New Jersey.
Under Secretary
Feb. 3,1961 | __ . _____._ Henry H. Fowler, Virginia.
Under Secretary of the Treasury for .
Monetary Affairs
Jan, 31,1961 | __.._._.. Robert V. Roosa, New York.
General Counsel
Apr. 51961 | . Robert H. Knight, Virginia.
Assistant Secretaries
Dee. 20, 1957 | Dec. 19,1961 | A. Gilmore Flues, Ohio,
Apr. 51961 |__________._.. John M. Leddy, Virginia.
Apr. 24,1961 | .. ______.____ Stanley S. Surrey, Massachusetts.
Deec. 20,1961 | ... James A. Reed, Massachusetts.
. Fiscal Assistant Secretary
June 19,1955 |_ . _ . _..._.. William T. Heffelfinger, District of Columbia.

Sept. 14, 1959

Administralive Assistant Secrelary

A. E. Weatherbee, Maine.

1 For officials from Scptember 11, 1789, through January 20, 1961, see exhibit 32 in this report.
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PRINCIPAL ADMINISTRATIVE AND STAFF OFFICERS OF THE TREASURY
DEPARTMENT AS OF JANUARY 8, 1962

SECRETARY
DOUGLAS DILLON

Henry H, Fowler_ . ______________ Under Secretary of the Treasury.
Douglass Hunt._____________ Special Assistant to the Under Secretary.
Robert V. Roosa_ _______________ Under Secretary for Monetary Affairs.
J. Dewey Daane____________ De}ggty Under Secretary for Moneta.ry
alrs.
Leland Howard. oo oo ..____ Director, Office of Domestic Gold and Sllvel‘
Operations,
Paul A. Volcker__.__ —————— Director, Office of Financial Analysis.
Frank E. Morris.__...__.__.. Assistsu)lt to the Secretary (Debt Manage-
ment).
R. Duane Saunders________ Director, Office of Debt Analysis.
Robert H. Knight_ ______________ General Counsel.
John K. Carlock.__..______.. Assistant-General ‘Counsel.
Edwin F. Rains.____________ Assistant General Counsel.
Fred B. Smith___._ ——=--=--- Assistant General Counsel.
Hugo A. Ranta...__._______ Assistant to the General Counsel.
George F. Reeves_._.__._____ Chief Counsel to the Flscal Assistant Sec—
: - retary.
Harold R. Pollak__.__________ Chief Counsel Forelgn Assets Control.
" John M. Leddy. . - ___ Assistant Secretary
John C. Bullitt_ .. ._.______ Deputy Assistant Secretarv
George H. Willis. . ________._ Director, Office of ‘International Finance.
Charles R. Harley . __.___ Assistant Director, Office of International
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>Budget Results

The Government’s operations resulted in a budget deficit of $3.9
billion in the fiscal year 1961. Receipts amounted to $77.7 billion,
slightly less than those in 1960 as the 1960-1961 recession reduced
revenues below the level which would have been realized from an
expanding economy. Expenditures in 1961 were $81.5 billion as
compared with $76.5 billion in 1960. The increase of $5.0 billion
resulted from greater expenditures for national security and space
exploration and larger outlays generally for Government programs,
some of which were for the purpose of mitigating the economic
recession.
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The public debt rose $2.6 billion in 1961. The increase in debt was
less than the budget deficit principally because of a reduction of $1.3
billion in the cash balance of the Treasurer of the United States.
As of June 30, 1961, the total public debt outstanding amounted to
$289.0 billion.
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The Government’s fiscal operations in 1960-61 and their effect on
the public debt are summarized as follows:

1960 1961

In billions of dollars

Budget results:
Net receipts. 77.8 77.7
Net expenditures_._- 76.5 815

P Budget deficit, or surplus (~)_-__ - -1.2 3.9
us:
Trust account and other transactions, excess of expenditures,
orreceipts (=) 1w e cccancmn———— .2 .1
Change in Treasurer’s balance:
Increase, or Aecrease (—) - ou oo oocooocmociccdcamaes 2.7 —1.3
Total...oocnae - - 2.8 ~1.2

Equals: Public debt increase. ..o oo ouooocnoieoooo 1.6 2.6

1 Includes net trist account transactions, ete.; net investments by Government agencies in public debt
securities; net sales or redemytions of obligations of Government agencies in the market; changes in clearing
a11]1d gther accounts necessary to reconcile to Treasury cash; and changes in the amount of cash held outside
the Treasury.

Budget Receipts and Expenditures
BUDGET RECEIPTS IN 1961

Net budget receipts in the fiscal year 1961 amounted to $77.7
billion, practically unchanged from the alltime high record of $77.8
billion in fiscal 1960.

Receipts in fiscal 1961 would have attained a new record but for the
new treatment of taxes collected and deposited under the Federal
Unemployment Tax Act. Under the Employment Security Act
of 1960, approved September 13, 1960 (42 U.S.C. 1101), beginning
with fiscal 1961 equivalent amounts of those receipts are appro-
priated and transferred to the unemployment trust fund. Previously
these taxes were classified as budget receipts.

Declines in receipts from the corporation income tax and customs
were more than offset by increases in receipts of individual income
taxes and estate and gift taxes.

A comparison of net receipts after refunds and transfers by major
sources for the fiscal years 1960 and 1961 is shown below. Additional
data for 1961 on a gross basis are presented in table 14.
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Increase, or
decrease (—)
1960 1961
Source
Amount
Percent
In millions of dollars
Internal revenue:
‘Individual income taxes - 40,715 41,338 623 15
Corporation income taxes. .- ___________________ 21, 494 20, 954 —540 —2.5
Excise taxes... - 9,137 9,063 —175 —-.8
Employment taxes 339 *) —339 (O]
Estate and gift taxes._. - 1, 606 1,896 290 18.0
Internal revenue not otherwise classified...._..__._. o N PO, 1 [O)]
Potal internal revenUe_ - - oo omeeoas 73,290 73,251 —40 —.1
CUStOMS . oo ccccccccceen 1,105 982 —122 —11.1
Miscellaneous receipts. ..o oooeooooccecmomeeeas 4,062 4,080 18 .4
Subtotal receipts. . ool 78,457 78,313 —144 —.2
Deduct:
Interest and other income received by Treasury
from Government agencies included above and
also included in budget expenditures......_...___ 694 654 —40 —5.8
Net budget receipts.- - 77,763 77,659 —104 —-.1

*Negative receipts of $461,000.
1 Percentage comparisons inappropriate.

Indwidual income taxes.—As a result of the higher level of wages
and salaries, individual income taxes increased $623 million, or 1.5
percent, from fiscal 1960 to 1961. Withheld taxes on salaries and
wages, which consist approximately of two-thirds of individual income
tax collections, more than accounted for the increase. A small decline
in other individual income taxes was the result of decreased payments
on declarations and final returns associated with the 1960-61 recession.

Corporation income taxes—The decrease of 2.5 percent in 1961
corporation income taxes primarily reflected the moderate decline in
profits which occurred in the calendar year 1960, the liability year
primarily determining tax receipts in the fiscal year 1961.

Excise taxes.—Receipts from this source are shown in the following
table. :

Increase, or
decrease (—)
1960 1961
Source
Amount .
Percent
In millions of dollars

Alcohol £aXeS . oo cicecceooo 3,194 3,213 19 6
Tobaceo taXeS. oo oo oo oo cmaeae 1,932 1,991 60 3.1

Taxes on documents, other instruments, and playing
[T 139 149 10 7.3
Manufacturers’ excise taxes 4,735 4,897 162 3.4
Retailers’ excise taxes. . _. 379 308 19 5.0
Miscellaneous exeise taxes. - oo ooeooooooooo. 1,387 1,498 111 8.0

Undistributed depositary receipts and unapplied col-

JeCtioNS - - i 100 —81 —181 {1)
Gross excise taxes. .« oo oo cameees 11, 865 12,064 200 1.7
Deduet:

Refunds of receipts..- J I, 85 78 -7 —7.8
Transfers to highway trust fund____________________ 2,642 2,923 281 10.6
Net excise taxes. oo oo ai ool 9,137 9,063 —75 —.8

1 Percentage comparison inappropriate.
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Excise tax receipts generally did not change much in fiscal 1961
from receipts in 1960. Gross excise tax receipts rose $200 million in
1961, but since the approximately 25 percent of excise tax revenues
transferred to the highway trust fund rose by 281 million, receipts
remaining in the general fund declined $81 million.

Taxes on liquor, tobacco, passenger automobiles, and communica-
tions expenditures provided almost 80 percent of general fund reve-
nues. Excise revenues included in budget receipts are, therefore,
dependent to a substantial extent on the production of goods and
services of a few industries. Consumer expenditures for nondur-
able goods and services were higher in fiscal 1961 than in 1960, and
were reflected in increases in revenues from taxes on alcohol,, cig-
arettes, and communications. However, since expenditures for
durable goods, especially passenger automobiles, declined, a sub-
stantial decrease in revenues from these sources was reflected in a
decline in excise revenues as a whole.

The increase of $281 million in highway fund taxes in 1961 reflected
the full year effect of the increase in the tax rate on motor fuels from
3 cents to 4 cents a gallon, effective October 1, 1959,

Employment tazes.—Receipts from the various employment taxes
were as follows:

Increase, or
decrease (—)
1960 1961
Source
Amount
Percent
In millions of dollars

Federal Insurance Contributions Act and Self-Employ-
nment Contributions Act 10, 211 11, 586 1,376 13.5
Railroad Retirement Tax Act . ... 607 571 —36 —6.0
Federal Unemployment Tax Act. oo oeenemomoooaoe 341 345 4 1.2
Gross employment taXes. « o owooiociomaiaiaaaneen 11,159 12, 502 1,344 12.0

Deduct:
Refunds of receipts ..o ooooooioooioiiioioas 3 1 -2 —178.2
Transfers to—

Federal old-age and survivors insurance trust
fund . e ccccccmeean 9,272 10, 623 1,352 14.6
Federal disability insurance trust fund.. 9. 963 24 2.6
Railroad retirement account ... 607 571 —36 6.0
Unemployment trust fund. - . 345 345 |

Net employment taxes. ... ..__.__.._._.... 339 * —339 O]

* Negative receipts of $461.000.
1 Percentage comparison inappropriate.
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Net employment taxes decreased $339 million in fiscal 1961, the
result of transferring for the first time the receipts from the Federal
Unemployment Tax Act to the unemployment trust fund. The
increase of $1,376 million, or 13.5 percent, in receipts from the Federal
Insurance Contributions Act and Self-Employment Contributions
Act reflected the rise in taxable wages and the full year effect of the
rate increase effective January 1, 1960. Receipts from the Railroad
Retirement Tax Act were slightly lower than in 1960.

Estate and gift taxes.—Receipts from estate and gift taxes amounted
to $1,896 million in fiscal 1961, an increase of $290 million, or 18
percent, above receipts of $1,606 million in 1960. The increase
reflected substantial gains in values of securities.

Customs.—Customs receipts decreased $122 million in 1961 as the
result of a decline in dutiable imports stemming from the business
recession. :

Miscellaneous receipts.—Miscellaneous receipts amounted to $4,080
million in 1961, relatively unchanged {rom 1960. Declines in Federal
Reserve payments to the Treasury (which had been unusually large
in 1960) and rental receipts were more than offset by realizations
on loans, principally a large loan prepayment by the Federal Republic
of Germany.

ESTIMATES OF RECEIPTS IN FISCAL 1962 AND 1963

The Secretary of the Treasury is required each year to prepare and
submit in his annual report to Congress estimates of the public revenue
for the current fiscal year and for the fiscal year next ensuing (act of
February 26, 1907 (5 U.S.C. 265)).

The estimates of receipts from taxes and customs for the current and
ensuing fiscal years are prepared by the Treasury Department. In
general, the estimates of miscellaneous receipts are prepared by the
agencies depositing these receipts in the Treasury.

Estimates for 1963 assume that the present rates on corporate
income taxes, and excises on alcohol, tobacco, passenger automobiles
and parts, and general telephone service will be extended until June
30, 1963, as recommended by the President. The estimates further
assume that the following recommendations of the President with
respect to transportation taxes will be enacted to: Repeal the tax on
transportation of persons, except for airlines, on July 1, 1962 (under
present law the rate would drop from 10 percent to 5 percent); extend
the present 10 percent rate on airlines until December 31, 1962; and
enact a user charge of 5 percent on transportation of persons and
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freight by air effective January 1, 1963; tax jet fuel at two cents per
gallon for airlines and three cents for gemeral aviation; raise the
present two cents per gallon tax on aviation gasoline to three cents
for general aviation and credit all receipts to the general fund instead
of transferring them to the highway trust fund; and tax fuel used on
inland waterways at two cents per gallon.

The estimates of receipts by sources do not show the revenue effect
of the President’s recommended tax reform proposals which would
allow an 8 percent credit for expenditures for equipment and eliminate
certain inequities in the present tax structure since it is estimated
that the reform program will have no net effect on revenues.

Estimates of revenues for the fiscal years 1962 and 1963 are based on
the expectation that the broad economric recovery which began early
in the calendar year 1961 will continue throughout the period under-
lying receipts in the two fiscal years. Although the rapid rate of
recovery which was experienced in the last nine months of 1961 is not
expected to continue, the recovery movement will remain strong, and
it is estimated that the gross pational product in the calendar year
1962 will amount to $570 billion, an increase of almost $50 billion over
the calendar year 1961. Consistent with this increase in the value of
goods and services will be an advance in incomes. Personal in-
come is expected.to rise from $417 billion in the calendar year 1961 to
$448 billion in 1962. .

Corporate profits in the first quarter of the calendar year 1961, the
low point of the 196061 recession, had dropped to a level almost $9
billion, seasonally adjusted annual rate, below the same quarter of
the preceding year. Profits have risen sharply since the first quarter,
but because of the depressed recession level at the beginning of the
year the corporate profits total for the whole of the calendar year 1961
will not be much higher than the total for 1960. A continued rise in
1962 is expected to bring corporate profits for that year to $56.5
billion, a rise of approximately $10.5 billion above the 1961 level.

As a result of the anticipated widespread economic recovery, all
major tax sources show increases in estimated revenues for both of the
fiscal years 1962 and 1963. Gains in both years are substantial
except for the corporation income tax where a moderate rise is esti-
mated for 1962 followed by a very large one in 1963. Revenues from
miscellaneous receipts, primarily a nontax source, are expected to
drop substantially in 1962 but to rise in 1963 to a level somewhat
higher than in 1961.

Actual receipts for 1961 and estimated receipts for 1962 and 1963
are compared by major sources in the accompanying table. The
amount shown for each revenue source is the net amount after dedue-
tion of refunds and transfers to trust funds.
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. . Increase
1962 esti- | 1963 esti- !
‘ Source 1961 actual mate mate 1963 over
1962
In millions of dollars.
Individual income taxes... 41,338 45,000 49, 300 4,300
Corporation incowme taxes. .- 20, 954 21, 300 26, 600 5, 300
Excise taxes.._..._._._. - 9,063 9,627 9, 956 329
Employment taXes. .« oo uec e o e eceaeeaeean (4 T PSR SN PO,
Estate and gift taxes. 1, 806 2,090 2,325 235
Customs. - ............. - 982 1,215 1,320 105
Miscellaneous receipts. - 4,080 3,524 4,192 668
Subtotal recelpts. - - coo oo 78,313 82,756 93,693 10, 937
Deduct:
Interest and other income received by Treasury
from Qoveriment agencies included above and
also included in budget expenditures. .. _.._.... 654 656 693 37
Net budget receipts_ - .. 77,658 82,100 93, 000 10, 900

1 Negative amount of $461,000,

Individual income taxes remain by [ar the most important source
of revenue, providing more than 50 percent of net budget receipts.
The corporation income tax will continue as the second most impor-
tant source. Together, the income taxes will account for more than
80 percent of budget revenues.

Individual income tawes.—Receipts from individual income taxes;
withheld and not withheld, are estimated to total $45,000 million in
the fiscal year 1962, an increase of $3,662 million over 1961. This
rise in individual income tax receipts is responsible for over 80 percent
of the increase in budget revenues for 1962. A rise of $4,300 million
is estimated for 1963, but because of the larger increase expected
from the corporation income tax, the estimated gain in 1963 from the
individual income tax accounts for only about 40 percent of the total
gain from all budget revenue sources.

Withheld tax receipts account for more than two-thirds of total
individual income tax receipts. Since gains in salaries and wages
are expected to be greater than those in other forms of taxable personal
incomes, the withheld taxes are estimated to provide over 85 percent
of the rises in total individual income tax receipts in 1962 and 1963.

Corporation income taxes.—Receipts from the corporation income
tax are expected to show a moderate rise from $20,954 million in 1961
to $21,300 million in 1962. A substantial gain to $26,600 millisn
is estimated for 1963. The 1963 gain of $5,300 million accounts for
almost 50 percent of the rise in total revenues.

Corporation income tax receipts in each fiscal year are determined
primarily by profits of the calendar year ending in the fiscal year.
The expected behavior of tax receipts for 1962 and 1963 reflects the
anticipated small rise in profits in the calendar year 1961 followed by
a large gain of approximately $10.5 billion in the calendar year 1962.
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Ezxcise taxes.—Net excise taxes included in budget receipts are esti-
mated to increase from $9,063 million in 1961 to $9,627 million in 1962
and further to $9,956 million in 1963. Receipts from the tax on
passenger automobiles, which are estimated to increase by $116 million
in 1962 and $155 million in 1963, provide the largest single increase,
but substantial gains in both 1962 and 1963 are expected from all
important revenue sources except the tax on transportation of persons
which will be lower as a result of proposed legislation.

In 1963 all of the revenues from the 10 percent manufacturers’
excise tax on trucks, buses, and trailers will be transferred to the
bighway trust fund. Previously one-half had been transferred. The
additional transfer will reduce net excise taxes included in net budget
receipts by $135 million.

Estate and gift taxes.—Receipts from estate and gift taxes are esti-
mated to increase from $1,896 million in 1961 to $2,090 million in 1962
and $2,325 million in 1963 as security and other asset values are ex-
pected to rise.

Customs.—Receipts from customs which had declined substantially
in the fiscal year 1961 are estimated to rise to $1,215 million in 1962,
a level higher than realized in 1960. A further rise to $1,320 million
is anticipated for 1963. The gains for 1962 and 1963 reflect the esti-
mated expansion of the economy.

Miscellaneous receipts.—Revenues from miscellaneous receipts (net
of interfund transactions), which were unusually large in the fiscal
year 1961 by reason of the large loan prepayment by the Federal
Republic of Germany, are expected to decline by $559 million in 1962.
For the fiscal year 1963 revenues are expected to increase by $631
million, principally because of repayment to the general fund of
advances to certain States for temporary unemployment compensation
during the 1960-61 recession.

BUDGET EXPENDITURES IN 1961

The $5.0 billion increase in budget expenditures in fiscal 1961 over
those in 1960 brought the total to $81.5 billion. This compared to
$80.3 billion expended in fiscal 1959, the only other year outside of
World War IT in which budget expenditures exceeded $80 billion, and
like 1959 a year in which expenditures were affected by the aftermath
of a recession. Major functional expenditures for the fiscal years
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1953 through 1961 are shown in table 12. Their distribution from
1957 (when national defense expenditures began to be consistently
above $43 billion a year) through 1961 is shown in the summary
below.

Inter- Interfund
Fiscal year National national Interest Other? trans- Total 3
defense | affairs and actions
finance deducted

In billions of dollars

43.4 2.0 7.3 16.8 0.5 69.0
44.2 2.2 7.7 17.8 0.6 71.4
46.5 3.8 7.7 22.8 0.4 80.3
45.7 1.8 9.3 20.4 0.7 76.5
47.5 2.5 9.0 323.1 0.7 81.5

1 Includes veterans’ benefits and services and space research and technology.
2 Excludes interfund transactions,
3 Includes food for peace program.

National defense in 1961 accounted for $1.8 billion of the increase
over 1960, and was 58.3 percent of total expenditures. This com-
pared with 59.7 percent in 1960, 57.9 percent in 1959, and 62.9 percent
in 1957, The 1961 dollar increase included principally a rise of
approximately $1.4 billion for military research and development.
The overall increase more than offset reductions of $0.2 billion each
for military procurement and military assistance to strengthen the
forces of more than 40 foreign nations. The latter decrease reflected
the almost complete taking over by the industrialized Western
European countries of the cost of their own armaments.

‘Economic and financial assistance abroad was mainly responsible
for the $0.7 billion rise in spending for international affairs and finance.
The total of $2.5 billion, which represented 3.1 percent of all expendi-
tures, was in line with the average in recent years.

A decline of approximately $0.2 billion in interest expenditures on
the public debt during 1961 accounted for the comparable decrease
in overall interest payments.

Almost all of the remainder of $23.1 billion was spent for domestic
programs. This spending increased $2.7 billion in 1961 over the year
before. It was 28.4 percent of total expenditures in 1961, and com-
pared with 28.3 percent in 1959, and with 24.3 percent in 1957. The
tabulation following shows the principal purposes within this group.
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Veterans' | Agriculture] Health, | Commerce
Fiscal year benefits and labor, and Other ! Total 2
and agricultural and transpor-
services resources welfare tation

In billions of dollars

4.9 4.5 2.6 13 3.4 16.8
5.2 4.4 3.1 1.6 3.5 17.8
5.3 6.6 3.9 2.0 5.0 22.8
53 4.9 3.7 2.0 4.6 20.4
5.4 35.2 4.2 2.6 5.7 23.1

! Includes space research and technology.
+ Lnclades food (o poacs progeam.

Veterans’ benefits and services continued their gradual rise with an
increase of approximately $0.1 billion in expenditures above those in
1960. This expenditure sometimes has been categorized historically
with national defense, international affairs and finance, and interest
on the public debt as war related expenditures. Expenditures for
agriculture, which rose nearly $0.3 billion over 1960, included an
increase of $0.2 billion for farm income stabilization and the food for
peace program.

A rise of approximately $0.6 billion during 1961 over 1960 in
expenditures for health, labor, and welfare services emphasized the
Government’s growing concern in these fields. The main increase
was $0.3 billion for labor and manpower services, and was followed by
$0.1 billion for health services and research, and a like increase for
public assistance.

The largest increase in expenditures for commerce and transporta-
tion during fiscal 1961 over 1960 was that of approximately $0.4
billion for postal services, which was followed by one of approximately
$0.1 billion for the promotion of aviation. These constituted the
major items responsible for the overall increase of $0.6 billion in this
category. Space research and technology expenditures amounted to
$0.7 billion, an increase of more than $0.3 billion.

ESTIMATES OF EXPENDITURES IN 1962 AND 1963

Actual expenditures for the fiscal year 1961 and estimates for the
fiscal years 1962 and 1963 are summarized in the following table.
Further details will be found in table 14. The estimates are based on
those submitted to the Congress in the Budget of the United States
Government for the Fiscal Year Ending June 30, 1963.
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Actual budget expenditures for the fiscal year 1961 and estimaied expenditures for
1962 and 1963

[In millions of dollars. On basis of 1963 Budget document]

1961 1962 1963
actual estimate estimate
Legislative branch . s 133 161 . 148
The JUGICIArY - - -« oot eemam—emee 52 59 63
Agriculture Department (including Commocity Credit Corpo-

A O ) . e eeeeiammman 5, 929 7,177 6,709
Atornic Energy Commission_ 2,713 2,830 2, 830
Civil Aeronautics Board_____ 86 92 94
Civil Service Commission. 74 40 43
Commerce Department. ... oiiiacaaos 498 650 815
Defense Department:

Military (Unctions . . oo 44,676 48, 250 49,700
Civil funetions. .o 972 1,015 1,071
Export-Import Bank of Washington. ... .. ... 37 8101 2225
Federal Aviation Agency. .. iaicemics 638 708 781
Funds appropriated to the Preside.
Foreign assistance—economic 1, 805 1,935 2,235
Other... 236 1
General Services Administra 387 501 578
Health, Education, and Welfare 3,685 4,469 5,183
Housing and Home Finance Agency--...-.. 502 940 1,383
Interior Department________ 801 873 1,031
Justice Department . . e ccecemacmaccamemaaaan 284 298 304
Labor DepartMent - . - - oot en e 831 563 386
National Aeronautics and Space Administration. ... ... 744 1, 300 2,400
Post Office Department . ... iiicccccocaen 914 853 261
Small Business Administration. .. ___________ 103 250 222
State Department it cccmcmm e 258 453 242
Treasury I”epartment:
Interest on the publicdebt. o iaaoas 8,957 8, 900 9, 500
Other e 996 1,073 1,131
Veterans’ Administration. ... .. ... 5,401 5, 560 5,285
Allowance for contingencies and pay adjustments_ oo oo oo |ooiaciiaoo 75 450
ALl other e 616 572 4§74
1) ) OO 82,169 89,732 93, 230
Deduct interfnnd transactions (included in both receipts and
eXPenAitULeS) o o i 654 656 693
Net budget expenditures. ... ... 81, 515 89,075 92, 537

s Excess of credits (deduect).
Trust Account and Other Transactions

Several classes of financial transactions of the Government (other
than budgetary or public debt) affect the cash balance of the Treas-
urer of the United States, or the cash held outside the account of the
Treasurer, but do not affect the Federal budget surplus or deficit.
These transactions are classified in Treasury reports as follows: Trust
and deposit fund accounts, etc.; investments of Government agencies
in public debt securities (net); and sales or redemptions of obligations
of Government agencies in the market (net). Table 13 shows the
amounts of transactions in these classifications for the fiscal years
1952 through 1961, and table 15 contains information in slightly
more detail for the fiscal year 1961 and estimates for 1962 and 1963.
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Trust and deposit fund accounts

Trust funds are maintained by the Government to account for
moneys provided for specific purposes or programs in accordance with
trust agreements or statutes. Transactions in trust accounts usually
are reported on a gross basis, except for certain trust revolving funds
established for business-type operations which are reported net.
Reporting on a net basis also applies to deposit fund accounts, where
the Government is holding funds in suspense, subject to refund or
transfer to other Government accounts, or where the Government is
acting as banker or agent for others. In the fiscal year 1961, net trans-
actions in trust and deposit fund accounts resulted in an excess of
receipts aggregating $565 million, compared with a $359 million
excess of expenditures in 1960,

Investments of Government agencies in public debt securities (net)

Purchases and sales of public debt securities, together with nominal
amounts of securities of Government agencies, are included in this
classification, primarily at par on a net basis. These investments,
which usually are made pursuant to legislative requirements, provide
interest income on funds not needed for current expenditures. The
investment transactions are not reported in the budget or trust
account operations of the agencies since they do not represent pro-
gram activities. During fiscal 1961, the excess of purchases for
public enterprise funds and trust accounts amounted to $435 million
as compared with $714 million in 1960. In addition, investment
transactions of certain deposit funds constituting Government-
sponsored enterprises resulted in an excess of purchases in the aggregate
of $434 million during 1961 as compared with $239 million in 1960.

Sales and redemptions of obligations of Government agencies in the market (net)

Certain agencies of the Government have authority to issue obli-
gations to finance their operations, as explained under Corporations
and Certain Other Business-type Activities of the Government.
Transactions in these securities during the fiscal year, reported at
their par value, resulted in an excess of redemptions in the aggregate
of $733 million as compared with an excess of issues, or sales, of $1,023
million in 1960. In addition, transactions in the obligations of
Government-sponsored enterprises showed an excess of issues amount-
ing to $195 million in 1961 and $723 million in 1960.

Interest rates on special issues

Trust funds administered by the Treasury, such as the Federai
old-age and survivors insurance trust fund, the Federal disability
insurance trust fund, the civil service retirement and disability fund,
the railroad retirement account, and the veterans’ life insurance
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funds, are invested in marketable Government securities and in special
public debt obligations issued specifically to each fund. The interest
rates borne by special public debt obligations usually are established
by the statutes in the form of a fixed rate or a varying rate based on
designated classes of Government securities outstanding.

In view of the higher yield on marketable Government securities
compared with statutory rates on special issues, the Treasury has
endeavored, through recommendations to the Congress and by
administrative action, to obtain greater uniformity in interest rates
by relating the rates on special issues to yields on marketable Govern-
ment securities. As stated in the 1960 Annual Report (pp. 22-24),
this has been accomplished with respect to the Federal old-age and
survivors insurance trust fund, the Federal disability insurance trust
fund, and the veterans’ life insurance funds.

In August 1960 the Treasury recommended a change in the statu-
tory formula for determining the interest rate on special public debt
obligations issued to the civil service retirement and disability fund.
Public Law 87-350, approved October 4, 1961 (75 Stat. 770), author-
ized a formula which provides that these special issues shall bear
interest at a rate equal to the average market yield (rounded to the
nearest multiple of 1/8th of one percent) borne by all marketable
interest-bearing obligations of the United States that are not due
or callable until after the expiration of 4 years. (See also page 171
of this report.)

At the close of 1961 the formula recommended by the Treasury for
interest rates on special obligations issued to the railroad retirement
account had not been enacted into law.

Corporations and Certain Other Business-type Activities of the
Government

In accordance with statutory authority, various business-type pro-
grams are administered by Government corporations and certain
other agencies. These programs are financed by appropriations,
capital stock subscriptions, borrowings from the public or the United
States Treasury, or from the revenues of the corporation or agency.
The Secretary of the Treasury is authorized to purchase the securities
of the agencies which borrow from the Treasury, and also, under
certain circumstances, to prescribe the terms and conditions of their
obligations. The terms of the securities of some of,the agencies
which borrow from the public must be approved by the Secretary of
the Treasury in accordance with provisions of the Government
Corporation Control Act (31 U.S.C. 868). The agencies that are
exempt from this requirement must consult with the Secretary of the

614359—62——=8
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Treasury before issuing obligations to the public. The checking
accounts of the majority of the Government corporations and all
other business-type activities are required to be maintained with the
Treasurer of the United States. Subject to approval of the Secretary
of the Treasury, some accounts may be kept with the Federal Reserve
Banks or with private banks that have been designated as depositaries
or fiscal agents of the United States.

Financial statements submitted to the Treasury

Treasury Department Circular No. 966 and Supplement No. 1,
issued under authority of the Budget and Accounting Procedures Act
of 1950, require Government corporations and agencies to submit
financial data periodically. Statements of assets and liabilities,
income and expense, and source and application of funds are required
quarterly, while a statement of long-range commitments and con-
tingencies is required semiannually. Government agencies that are
not engaged in a business-type operation are required to submit only
a statement of assets and liabilities annually. These agency reports
serve as bases for combined statements compiled by the Treasury and
designed to provide full disclosure regarding operations, financial
condition, and the investment of the United States in these enterprises.

The total combined assets of the Government corporations and
agencies involved, consisting primarily of inventories, receivables,
and fixed property (land, structures, and equipment), amounted to
$116,055 million as of June 30, 1961, compared with $111,129 million
as of June 30, 1960. The combined liabilities, consisting primarily
of accounts payable and borrowings from the public, amounted to
$7,865 million as of June 30, 1961, compared with $6,924 million as of
June 30, 1960. The combined total of the Government’s investment,
amounted to $108,191 million as of June 30, 1961, compared with
$104,205 million as of June 30, 1960. Borrowings from the Treasury
are reported as part of the Government’s investment. This invest-
ment is exclusive of the Government’s interest in mixed-ownership or
Government-sponsored corporations, which amounted to $2,792
million on June 30, 1961, and $2,650 million on June 30, 1960. Indi-
vidual and combined financial statements of the reporting agencies
are published periodically in the Treasury Bulletin. The comparative
combined balance sheet data as of June 30, 1952-1961, are shown in
table 125. '

Borrowing authority and advances by the Treasury
New congressional authorizations to borrow, made available during

the fiscal year 1961, amounted to $3,889 million, while reductions in
authority amounted to $388 million; resulting in a net increase in
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borrowing authority of $3,501 million.! The unused authority as-of
June 30, 1961, was $22,480 million, compared with $19,354% million
on June 30, 1960. The status of borrowing authority of these corpo-
rations and agencies is shown in table 122.

Loans or advances of funds are made by the Secretary of the Treas-
ury to certain Government corporations and agencies, pursuant to the
terms of the borrowing authorizations. The advances by the Treasury
are securcd by formal obligations or agreements executed between the
Secretary of the Treasury and the head of the agency involved. On
the financial statements of the agencies, these borrowings or advances
are reported as part of the net investment of the United States in
the enterprise. Excluding refinancing transactions, such advances
by the Treasury during the fiscal year 1961 amounted to $7,537
million, compared with $6,734 million in 1960; repayments amounted
to $7,163 million as compared with $6,441 million in 1960. The
outstanding loans and advances amounted to $26,011 million as of
June 30, 1961, compared with $25,636 million on June 30, 1960.
Table 124 describes the obligations of the Government corporations
and agencies held by the Treasury.

Interest and other payments made to the Treasury

Except where fixed by law, interest rates on borrowings from the
Treasury are determined by the Treasury from month to month,
taking into account the cost of Government borrowings in the current
market, as reflected by the prevailing market yields on Government
obligations with maturities corresponding to the approximate duration
of the advances to the Government agencies. The amounts of
borrowings from the Treasury outstanding as of June 30, 1961, a
description of the securities held, and their rates of interest are given
in table 124.

On the basis of operating results of an enterprise, or as may be
required by law, payments to the Treasury are made by Government
corporations and agencies in the form of interest, dividends, and dis-
tribution of earnings. During fiscal 1961, interest paid to the Treas-
ury amounted to $706 million and other payments amounted to
$112 million, as compared with $755 million and $76 million, respec-
tively, during 1960. Details regarding these payments are given
in table 127, :

Capital stock and other securities owned by the United States
The Government’s investment in this area is evidenced by various
types of securities. These include certificates of capital stock, bonds,

and notes of Government corporations and agencies.
t The borrowing authority for 1960 was revised to include $150 million of borrowing authority from the

Treasury Department for the Tennessee Valley Authority.
r Revised.
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The Government purchased $21.5 million of capital stock in fiscal
1961, as additional subscriptions to the capital stock of Federal
intermediate credit banks in the amount of $6 million and preferred
stock of the Federal National Mortgage Association (secondary market
operations) in the amount of $16 million. Repayments of Govern-
ment-held capital stock in the amount of $8 million were made by the
banks for cooperatives. The amount of Government-held capital
stock as of June 30, 1961, and the changes in holdings during the
year are shown in table 121.

Guaranteed obligations of Government agencies

Certain Government corporations and agencies, with authority to
borrow from the public, may issue obligations which are guaranteed
as to principal and interest by the United States. The issuance of
such obligations during the fiscal year 1961 was confined to notes of
the District of Columbia Armory Board, and to the Federal Housing
Administration debentures issued in exchange for foreclosed mort-
gages on behalf of its various mortgage insurance funds. During
fiscal 1961, issues of guaranteed obligations amounted to $192 million
and redemptions amounted to $92 million, compared with $87 million
and $59 million, respectively, during 1960. As of June 30, 1961, the
total outstanding (held outside the Treasury) was $240 million,
compared with $140 million on June 30, 1960. Included in the
amount outstanding was $0.5 million of matured obligations of liqui-
dated corporations, for which funds for payment of the matured
principal and the interest are on deposit with the Treasurer of the
United States. A description of the guaranteed obligations out-
standing is contained in table 31.

Nonguaranteed obligations of Government agencies

Certain Government-owned and Government-sponsored corpora-
tions and agencies issue to the public nonguaranteed obligations
under their statutory borrowing authority. They include the Ten-
nessee Valley Authority, the Federal National Mortgage Association,
the Federal home loan banks, Federal land banks, Federal intermediate
credit banks, and the banks for cooperatives. During the fiscal
year 1961, the issues of nonguaranteed obligations amounted to
$6,616 million and redemptions and other reductions amounted to
$7,258 million, as compared with $7,800° miilion and $6,100F million,
respectively, during 1960. The total nonguaranteed obligations out-
standing totaled $7,765 million as of June 30, 1961, and $8,407
million as of June 30, 1960. In addition, the agencies of the Farm
Credit Administration obtain funds for short periods, usually between

r Revised.
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bond and debenture sales dates, by issuing notes to other banks
within the farm credit system or to commercial banks. These out-
standing notes amounted to $73 million as of June 30, 1961, and
$79 million as of June 30, 1960. Certain other agencies also issue
notes at infrequent intervals to obtain funds. The nonguaranteed
obligations outstanding, for each issuing agency as of June 30 1953~
1961, are shown in table 27,

Account of the Treasurer of the United States

Statements of the account of the Treasurer of the United States are
published in the Daily Statement of the United States Treasury in sum-
mary form, and in more detail in table 56. The account consists of
three major categories: Gold, silver, and the general account. As of
June 30, 1961, the total value of gold assets was $17,550 million, held
principally in the Fort Knox Depository, and to a lesser extent in mints
and assay offices. Liabilities against gold include $17,442 million of
gold certificates issued to Federal Reserve Banks as reserves -against
Federal Reserve notes and amounts held for redemption of United
States notes, etec. The balance of $109 million represents available
gold. The amount of silver bullion and silver dollars included in the
assets totaled $2,403 million, against which liabilities of silver certifi-
cates (currency issued against free silver, etc.) amounted to $2,375 mil-
lion, leaving a balance of silver on June 30, 1961, of $27 million. The
assets of the general account on June 30, 1961, amounted to $6,769
million, and included gold and silver against which there are no specific
legal liabilities or reserves, cash in the form of coin and currency, un-
classified collections, and funds on deposit with Federal Reserve Banks
and other depositaries. Liabilities of the general account totaled $75
million, and included principally funds to the credit of the Board of
Trustees of the Postal Savings System and uncollected items, ex-
changes, etc.

The balance of $6,694 million in the Treasurer’s account on June 30,
1961, which represents the difference between the assets and liabilities,
consists of current operating funds on deposit in Federal Reserve
Banks; funds available for transfer to Federal Reserve Banks from
Treasury tax and loan accounts in commercial banks qualified as
special depositaries; and other funds in general and other depositaries
not immediately available for operating purposes.

On June 30, 1961, the balance in the account of the Treasurer of the
United States was $1,311 million less than on June 30, 1960. Daily
balances.during the year ranged from a high of $8,868 million on
July 13, 1960, to a low of $2,501 million on April 18, 1961.
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The net change in the balance is accounted for as follows:

‘Transactions affecting the account of the Treasurer of the United States, fiscal year
1961

[In millions of dollars]
Balance June 30, 1960 ... e 8, 005
Transactions classified on p. 1 of the daily Treasury statement:
Cash deposits. - oo oo eeaeaas 96, 897
Cash withdrawals. ... 98, 284

Deduct excess withdrawals. .. oo oo e ime oo 1, 387

Subtotal . _ .- e m—m—mm 6, 618
Transactions classified on p. 2 of the daily Treasury statement:
Add—net increase in gross publicdebt__________________________ 2, 640

Subtotal s 9, 258
Deduct:
Excess of Government agencies’ investments over re-
demptions in public debt securities. - - ___ .. ______ 921
Excess of redemptions over sales of obligations of Gov-
ernment agencies in the market. - ________________ 1, 107
Accrual of discount on savings bonds and bills
(included in net increase in gross public debt,

above) e 2, 310
Less certain public debt redemptions (included
in cash withdrawals, above) - ______________ 1,774
536
Total deductions._ _ - _ . o e _____ 2, 564
Balance June 30, 1961 . e 6, 694

Public Debt Operations and Ownership of Federal Securities

At the close of the 1961 fiscal year the public debt and guaranteed
obligations amounted to $289.2 billion, a net increase of $2.7 billion
from the $286.5 billion outstanding on June 30, 1960.

There was a net budget deficit of $3.9 billion in the fiscal year 1961
as compared with a surplus of $1.2 billion in the previous fiscal year.
The 1961 deficit was financed by the issuance of new public debt
obligations (that is, by the net increase in total outstanding debt) and
by a drawing down of the cash balance from $8.0 billion on June 30,
1960, to $6.7 billion on June 30, 1961.

A summary of changes in the debt during the year is shown in the
accompanying table. Changes in the level of the debt since 1916 are
illustrated in chart 3. '
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June 30, June 30, | Increase, or
Class of debt 1960 1961 degre;zse ’
In billions of dollars
Public debt:
Interest-bearing:
Public issues:
Marketable. e iididccamas 183.8 187.1 3.3
Nonmarketable. ... 54.5 53.5 -1.0
Total public issues ..o ool 238.3 240.6 2.3
Special issues to Government investment accounts.-....._.. 44.9 45.0 .1
Total interest-bearing publiedebt. . .. ... __ 283.2 285.7 2.4
Matured debt on which interest has ceased. . - .4 .3 -1
Debt bearing no interest__ .. ... 2.6 2.9 .3
Total publicdebt_ . ol 286.3 289.0 2.6
Guaranteed obligations not owned by the Treasury.. . Bt .2 .1
Total public debt and guaranteed obligations._..._......__.__. 286. 5 289.2 2.7

Of the $2.7 billion total increase in debt during the fiscal year,
interest-bearing issues accounted for $2.4 billion and noninterest-
bearing debt for $0.2 billion. There was also an $0.1 billion increase
in guaranteed obligations, primarily Federal Housing Administration
debentures. The rise in public issues of $2.3 billion reflected an
increase of $3.3 billion in marketable securities which was partially
offset by a decline of $1.0 billion in public nonmarketable issues.

CHART 3

THE PUBLIC DEBT!
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t Including public debt and guaranteed obligations.
2 Excluding Victory Loan proceeds used to repay debt in 1946.
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Marketable issues have in fact been an increasing proportion of the
interest-bearing public issues since 1952. On June 30, 1961, marketa-
ble issues constituted 78 percent of the interest-bearing public issues
and nonmarketable 22 percent, as compared with 64 percent and 36
percent, respectively, on June 30, 1952.

Increases in the marketable debt during the fiscal year 1961 took
place entirely in the relatively short-term area, as shown in the accom-
panying table. Regular weekly Treasury bills and tax anticipation
bills increased by $2.8 billion and $1.5 billion, respectively, more than
compensating for the cutback from $7.5 billion to $6.5 billion in 1-year
bills. Certificates of indebtedness outstanding dropped sharply, partly
because of the Treasury’s greater reliance on 15- to 18-month Treasury
notes. Treasury bonds outstanding also declined somewhat during
the fiscal year.

June 30, June 30, | Increase, or
1960 1961 decrease

Class of security

In billions of dollars

Treasury bills (regular series):

3-month and 6-month. ... .. 25.9 28.7 2.8
1-Year. . oo e eees 7.5 6.5 -1.0
Treasury bills (tax anticipation series). . ... . ... 1.5 1.5
Certificates of indebtedness..__._.__.... - e 17.7 13.3 —4.3
Treasury BOteS ccameoaucccencmaccaoaaann - - 515 56.3 4.8
Treasury bonds. .. . oo 81.2 80.8 —.4
Other bonds. e eemccccaaas (G0 T P, *)
Total interest-bearing public marketable issues. ... __.__._. 183.8 187.1 3.3

*Less than $50 million Panama Canal bonds.

Although the debt of $289.2 billion as of June 30, 1961, was con-
siderably higher than at the close of World War II financing, the
debt burden has actually been declining since 1946 on a per capita
basis and as a percentage of gross national product. As shown in
chart 4, per capita debt declined from $1,832 on December 31,
1946, to $1,575 on June 30, 1961. The total debt dropped from
an amount which was considerably more than the gross national
product in 1946 to an amount equal to 56 percent of the gross national
product on June 30, 1961.

A large part of the reduction in the debt burden in terms of the

gross national product represents real growth in the economy. Part
of it, however, reflects inflationary price advances.
- Chart 4 shows that the Federal debt has grown by a little over
10 percent during the postwar period. At the end of the fiscal year
1961 it represented 28 percent of the total debt of the country. While
other forms of debt have grown at a much faster rate since 1946, the
$289 billion of debt owed by the Federal Government still exercises
a predominant influence in financial markets.
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CHART 4

THE PUBLIC DEBT IN A GROWING ECONOMY _____
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Progress toward debt management objectives

Exclusive of Treasury bills the Treasury issued $45.8 billion in
new securities during fiscal 1961. All these securities were issued
in the course of operations to refinance existing obligations either at
maturity or in advance of maturity. In addition new issues of tax
anticipation bills and one-year bills totaled $15.0 billion, and regular
weekly offerings were increased $2.8 billion during the year, including
$1.8 billion issued on June 14, 1961, to mature on 18 weekly bill
maturity dates between August 3 and November 30, 1961. The June
offering of a ““strip” of bills was designed to meet the Treasury’s
need for funds without the necessity of a succession of increases in
weekly bill offerings.

The Treasury in its debt management programs during the fiscal
year concentrated new cash financings in short-term issues, as previ-
ously mentioned. Longer term holdings were increased and the
debt structure improved through advance refunding and through the
terms of the Treasury’s regular refunding operations.

The under 1-year debt increased by $11 billion to $81% billion dur-
ing the fiscal year, while the 1- to 5-year maturities declined from $73
billion to $58% billion. The over 5-year debt increased from $40%
billion as of June 30, 1960, to $47% billion as of June 30, 1961. As
shown in chart 5, $36}% billion of the over 5-year debt at the end of
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the fiscal year was in the maturity range of 5- to 20-years while $11
billion was in the 20-year and over area. These structural changes
resulted in a 2-month increase in the average length of the marketable
debt, from 4 years 4 months on June 30, 1960, to 4 years 6 months on
June 30, 1961.

CHART 5

—— STRUCTURE OF THE PUBLIC DEBT. JUNE 30,1961 __
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1 Partially tax-exempt bonds are classified to earliest call date.

The Treasury’s progress in extending debt maturities during fiscal
1961 was due almost entirely to a series of operations in which out-
standing obligations were refunded in advance of maturity. Advance
refunding operations have been of two types: Senior advance refund-
ing, in which holders of securities of intermediate maturities are offered
the opportunity to exchange into longer term issues, and junior ad-
vance refunding, in which holders of relatively short-term issues are
offered the opportunity to exchange into securities in the intermediate
range.

Under circumstances where the market environment is favorable,
the refunding of securities in advance of maturity offers a number of
advantages both to the economy and to the Treasury. The economy
benefits because debt extension is accomplished with a minimum
change of ownership. The adverse market impact of a comparable
cash offering is avoided, and the flow of new savings into the private
sector of the economy is not significantly disturbed. Junior advance
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CHART 6

_____ COMPARISON OF EXTENSIONS OF MATURITY IN____
ADVANGE REFUNDINGS

Total Amount $ Billions-Years Average Length % of Publicly
Extended of Extension of Extension Held Extended
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Junior Refundings

June 60

,
Mar.’6l June '60 Mar.'6l June '60 Mar.’6!
Senior Refundings

Oct.'60 Sept.'6l © Oct'60 Sept.'6l 0ct.’60 Sept6l Oct.'60 Sept. 6l

refundings have the further advantage of reducing inflationary pres-
sures through curtailing the amount of highly liquid short-term debt.

From the point of view of the Treasury, advance refunding offers a
mechanism not only for extending the average length of the debt but
also for transferring blocks of securities out of a maturity area where
undue concentration may have occurred. The Treasury also benefits
along with the economy from the fact that long-term investors are
encouraged to continue their ownership of Federal Government securi-
ties without interruption. :

Two junior advance refundings and two senior advance refundings
took place in the period beginning with June 1960 and extending
through December 1961. The first of these was at the end of fiscal
1960, the second and third during fiscal 1961, and the last one in
September 1961. Although only two of these operations occurred in
fiscal 1961, for purposes of comparison all four are considered in the
following discussion and are shown in the accompanying charts 6
and 7.!

The bars in the first column of chart 6 show the amounts of debt.
shifted to longer maturities in the four advance refunding operations,

! Information on the June 1960 junior advance refunding will be found in the annual report for 1960, on p
29 and in exhibit 3. Later advance refunding operations are discussed in the account of Debt Management
beﬁ%ming on p. 15 of this report. Further details of operations during the fiscal year 1961 are given in
exhbit 3.
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$10.2 billion in the junior refundings, and $7.8 billion in the senior
refundings.

The impact of any advance refunding operation on the structure of
the marketable debt as measured by the average term to maturity
is dependent on the product of the two factors involved, namely, the
amount of debt extended and the length of the extension. In effect,
this means that $10 billion of debt extended for 1 year provides the
same degree of debt lengthening as $2 billion extended for 5 years.
The product in either case is 10 billion dollar-years. As shown in
chart 6, the June 1960 operation amounted to 12 billion dollar-years
and the March 1960 refunding to 26 billion. In the same context
the amounts for the two senior advance refundings were 98 billion
in the October 1960 operation and 72 billion in September 1961.
The larger figures in the two senior refundings are due to the longer
extensions of the eligible issues involved.

The degree of debt lengthening in each operation is indicated in the
third column of chart 6 headed “average length of extension.” The
figures in this column were obtained by dividing each of the billion-
dollar-year figures by the amount of debt extended. As shown on
chart 6, in the June 1960 refunding $4.2 billion of debt was extended
by an average of 2 years 10 months and in March 1961 $6.0 billion
of debt was extended by 4 years 4 months. The average lengths of
extension in the two senior refundings were much greater: 24 years
7 months in October 1960 and 19 years 2 months in September 1961.

In terms of the impact of advance refunding on the length of the
more than $180 billion of marketable debt, the two junior advance
refundings increased total average length by 0.8 month and 1.6
months, respectively. The two senior advance refundings, with their
greater debt extensions, increased the marketable debt length by 6.3
months and 4.5 months respectively.

A significant measure of the success of an advance refunding opera-
tion is the percentage of old issues turned in for new, particularly by
public holders (that is, holders other than the Federal Reserve and
Government investment accounts). In junior advance refundings
investors must weigh the advantages of the exchange against some
loss of liquidity and in senior advance refundings the greater risk of
capital loss due to the much longer extensions of maturity. In view of
these conditions, the proportion of the public’s holdings which has
been extended in the four advance refundings shows that these opera-
tions have been highly successful. As apparent in chart 6, public
holders of securities eligible for junior advance refunding turned in 37
percent of their holdings in June 1960 and 30 percent in March 1961.
The comparable figures for the senior advance refunding operations of
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CHART T

_PUBLIC HOLDINGS EXTENDED IN ADVANCE REFUNDINGS_
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October 1960 and September 1961 were 31 percent and 51 percent,
respectively.

Chart 7 gives further information on the response of various classes
of investors to the four advance refunding operations.

Commercial banks, which were large holders of the short-term
securities involved in the junior refundings, turned in 43 percent of
their holdings in June 1960 and 28 percent in March 1961. Insurance
companies and mutual savings banks exchanged 40 percent of their
relatively small holdings in June and 36 percent in March.

Since savings type institutions were much more heavily invested in
the obligations involved in the senior refundings, they likewise were
much more interested in extending the maturities of their medium-
term holdings than they had been in exchanging their short-term
securities for medium-term. In October 1960, insurance companies
and mutual savings banks exchanged 49 percent of their medium-term
securities for the new long-term offerings, and in September 1961 they
exchanged 62 percent. Commercial banks held only small amounts
of the issues involved in these two exchange offers.

In addition to advance refunding in the long-term area and the
issuance of “‘strip”’ bills in place of a succession of increases in weekly
bill offerings, the Treasury made another change in debt management
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CHART 8

MARKET YIELD TRENDS
OF SHORT AND LONG-TERM SECURITIES
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practice during fiscal 1961. This was the refunding of maturing
obligations by means of a cash offering of new securities used in whole
or in part to pay off the maturities, a technique which had not been
used since the World War II financing period. On three occasions
during the fiscal year, in August 1960, in February 1961, and in May
1961, this method was used in place of an exchange offering which
would have given holders at the time of the offering preemptive rights
to subscribe to new issues.

One of the important considerations in setting the terms of a new
offering is the pattern of market yields existing at the time. For a
financing operation to be successful, the interest rate on a new
Treasury issue must be in line with the return which investors are
able to get on existing issues of comparable maturity. Chart 8, which
shows the trend in the market yields of long-term Treasury bonds and
the shortest term Treasury bills over a period of time, illustrates the
background against which financing operations in the long- and short-
term areas have taken place during fiscal 1961 and in other recent
years. .

As indicated in the chart, average monthly market yields on
Treasury bonds which were neither due nor callable before 10 years
were relatively stable during the fiscal year ending June 30, 1961,
ranging between a high of 3.93 percent (November 1960) and a low of
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3.73 percent (May 1961). During the previous fiscal year yields on
Treasury bonds averaged above 4 percent in every month except
June 1960, when the average was 3.98 percent. The highest, 4.37
percent, was reached in January 1960.

Market yields on the longest outstanding 91-day Treasury bills also
fluctuated within narrow limits during fiscal 1961. A high of 2.48
percent was reached in September 1960 as compared with a low of 2.24
percent in January 1961. During the year before, in contrast, yields
on outstanding 91-day bills fluctuated widely, rising from 3.21 percent
in July 1959 to 4.51 percent in December 1959 and thereafter declining
sharply to 2.46 percent in June 1960.

The average rates on new offerings of regular weekly bills throughout
the year are shown in exhibit 4, and the monthly average vields of
long-term Treasury bonds will be found in table 51. The computed
annual interest rate and the computed annual interest charge on the
public debt by security classes will be found in table 48.

PUBLIC DEBT OPERATIONS

The first financing of fiscal 1961 was the offering of a tax anticipa-
tion security undertaken to cover the major share of the Treasury’s
seasonal needs for cash in the first quarter of the fiscal year. Tax antic-
ipation securities are planned to provide the Treasury with funds
during periods when tax collections are seasonally low, and to provide
an investment medium for funds accumulated by corporations during
such periods to pay income and profits taxes. The securities are
retired at maturity, to the extent they are not presented in payment
of taxes, with the proceeds of tax receipts flowing in on tax payment
dates.

Early in July 1960, on an auction basis, the Treasury issued for cash
$3% billion of tax anticipation bills to mature shortly after the mid-
March 1961 tax collection date and $1% billion of one-year Treasury
bills to mature July 15, 1961. The latter offering represented a
partial rollover of the $2 billion.of one-year bills maturing on July 15
in accordance with the pattern previously established by the Treasury
of one-year maturities on quarterly dates in January, April, July,
and October.

On July 25, 1960, the Treasury announced that it would pay off in
cash the $9.6 billion of 4% percent Treasury notes maturing August 15
and the $0.8 billion of Federal National Mortgage Association 3%
percent notes maturing August 23. This marked the first occasion
in recent years on which the Treasury used the cash refunding method,
in preference to giving holders of maturing obligations the exclusive
right to exchange their old securities for new ones.  In order that
holders of the Federal National Mortgage Association maturities
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might have an opportunity to reinvest the proceeds, the Secretary
of the Treasury in behalf of the Association offered to purchase such
notes on August 15 at par. Funds for the retirement of the Treasury
and Federal National Mortgage Association notes were derived from
new issues totaling $8.9 billion, plus withdrawals from the cash balance.
Of the $9.6 billion of Treasury notes retired, $1.0 billion was charged
against the sinking fund. (Tables 41 and 42 give further information
on sinking fund operations.)

The new issues in August consisted of $7.8 billion of 11}% month
3% percent certificates to mature August 1, 1961, and $1.1 billion
of additional 3% percent Treasury bonds of 1968. Although no
exchange privileges were granted to holders of maturing securities,
these owners were permitted to use their securities for downpayments
where required; they could also turn in their holdings in payment for
new securities allotted them.

Following the use of the advance refunding technique in the
junior operation of June 1960, the Treasury on September 9, 1960,
announced its first senior advance refunding. This was an offering
of three issues of 3% percent long-term bonds (two issues of new
securities to mature in 1980 and 1998, respectively, and additional
amounts of the 3%s of 1990, first issued in February 1958) to holders
of four issues of wartime 2% percent Treasury bonds maturing be-
tween June 15, 1967, and December 15, 1969, outstanding in the
amount of $12% billion. An outside limit of $4.5 billion was placed
on the combined amounts of the 1990 and 1998 maturities issued to
the public. No limit was placed on the issue maturing in 1980.
The issue eligible for exchange into the 1980 maturity was the smallest
of the group of wartime 2%s involved in the refunding operation.
In addition, it was largely held by commercial banks which are tradi-
tionally interested mainly in short-term holdings and thus were not
expected to subscribe heavily to the new and longer term exchange
offering.

Participants in this exchange were primarily long-term investors
who were interested in extending the maturity of their holdings.
Subscriptions totaled $4 billion and were allotted in full. As a result
of this single operation the amount of outstanding Treasury bonds
with maturities beyond 15 years increased by nearly one-half, from
$8.5 billion to $12.5 billion, and the 2.verage length of the marketable
public debt was extended from app:oximately 4 years 2 months to
4 years 9 months.

The financing operations of Octobsr were minor as compared with
those of August and September, and were confined entirely to the
short-term area. The first item on the program was a cash retirement
in the amount of $278 million of the 1% percent exchange notes due
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October 1, 1960. Following that, the Treasury on October 11 auc-
tioned a 1-year bill in the amount of $1% billion, to replace the $2!
billion of bills coming due on October 17, thus continuing the July:
practice of cutting back somewhat the existing one-year bill maturities.:
At the same time, announcement was made of a $3% billion June
1961 tax bili, subsequently auctioned on October 18. '

Securities comlng due on November 15 amounted to $10.8 bllhon,}
$7.0 billion 4% percent certificates and $3.8 billion 2)% percent bonds.
Holders of these issues were offered a 5%-year 3% percent bond, tQ
mature May 15, 1966, and a 15-month 3% percent Treasury noté
to mature February 15, 1962. About $10.3 billion of the November
15 maturities was exchanged for the new issues, $9.1 billion for thé
note and $1.2 billion for the bond. The remaining $0.5 billion of
maturing securities was paid off in cash.

Shortly after this operation the Treasury announced an exchange
offering to holders of approximately $750 million Series F and G sav-
ings bonds maturing in 1961. Owners of these maturing obligations
were offered in exchange marketable 4 percent Treasury bonds of
1969 (a reopening of bonds first offered in October 1957) at a price
of 100% with certain interest and other adjustments as of Decembei'
15, 1960. The exchange offer was accepted by holders of $148 mllhon
of the 1961 F and G maturities outstanding.

The first financing operation of the calendar year 1961 was the
rollover of $1.5 billion of 1-year bills which took place on January 15
The budget situation made it necessary for the Treasury to obtain
new cash, however, and this was done through increases of $0.5 bil-
lion in the regular weekly bill offerings during the period January 19
through February 2.

The Treasury’s decision to raise new money at that time through
offerlngs of relatively short-term securities was further reflected 1n
the issuance of a 3% percent 18-month note on February 15, 1961
Funds in the amount of $7.3 billion derived from this operation were
used to redeem the $6.9 billion of 4% percent certificates coming due
on the same date and also to supply the Treasury with an extra $0.4
billion of cash for operating purposes, bringing to $0.9 billion th’e
amount of new money borrowed since January 1, 1961. |

In mid-March the Treasury undertook its second junior advance
refunding. (The first had taken place in June 1960.) Holders of four
issues of outstanding Treasury bonds and notes maturing from June
15, 1962, through August 15, 1963, were offered in exchange two issues
of intermediate-term securities dated March 15, 1961, a 3% percent
Treasury bond to mature on November 15, 1966, and a 3% percent
Treasury bond to mature on November 15, 1967. The Treasury
placed & limit of $5 billion on the aggregate amount of 3% percent

814359—62——T e |



92 1961 REPORT OF THE SECRETARY OF THE TREASURY

bonds it would issue, and a limit of $3 billion on the 3% percent issue.
In all, subscriptions of $6.0 billion were received and were allotted in
full, $2.4 billion for the 5-year 8-month 3% percent bond and $3.6
billion for the 6-year 8-month 3% percent bond. As a result of this
operation, congestion in the 1962 and 1963 maturity schedules was
significantly reduced at the same time that holders of short-term U.S.
Government securities were encouraged to lengthen their investments.

Shortly after the advance refunding operation was completed, the
Treasury turned to the bill market for meeting its current require-
ments for new cash. These were covered through a $1% billion issue
of Treasury tax anticipation bills dated April 3, 1961, to be acceptable
in payment of income taxes due in September 1961, and by increases
totaling $0.3 billion in regular weekly bill offerings during March and
April. In addition, on April 15, the $2.0 billion one-year bill maturity
was rolled over in its entirety.

Plans for meeting the May 15 certificate and note maturities,
amounting to $7.8 billion, were announced late in April. To obtain
the funds for paying off these holders and to raise some additional
cash, the Treasury issued a total of $8.3 billion of new securities, $5.5
billion of 3 percent Treasury certificates to mature May 15, 1962, and
$2.8 billion of 3% percent Treasury notes to mature May 1963. As
before, in the cash refundings of August 1960 and February 1961,
owners of maturing securities were permitted to use their holdings to
make downpayments when required or to make payments on secu-
rities allotted to them.

The $0.5 billion of new cash raised in this operation, together with
an $0.2 billion addition to regular weekly bills between May 4 and
May 11, was largely absorbed by increases in the cash balance. To
obtain new funds for current éxpenditures the Treasury again turned
to the bill market, but by means of a novel operation designed to pro-
vide the necessary funds in a single financing and to give investors a
range of maturities. In this operation, regular weekly bills were in-
creased by $1.8 billion, approximately $0.1 billion of which matured
each week over the 18-week period August 3—-November 30, inclusive.
Subsecriptions were required to be in units of $18,000, with a single
price submitted for each “strip”-of 18 maturities or multiple thereof.
The offering of strip bills was the final financing operation of the fiscal
year.

The following tables summarize the financing operations during the
fiscal year and show the results of the public offerings of marketable
Treasury securities, excluding the refinancing of regular weekly bills,
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For additional information see table 38 for allotments by investor
classes and the exhibits on public debt operations beginning on
page 233.

Public offerings of marketable Treasury securities excluding refinancing of regular
weekly bills, fiscal year 1961

[In millions of dollars]

Issued for cash Issued in
exchange

Date Description of security Total
For | For re- |For ma-| In ad-
new |funding| turing | vance

money issue | refund-

ing

BONDS, NOTES, AND CERTIFICATES OF

INDEBTEDNESS
1960
Apr. 1| 1%% exchange note—Apr.1,19651____.
Aug. 15 | 3189, certificate—Aug. 1, 1961 3___ 2,078
Aug. 15 | 374% bond—May 15, 1968 additional 8_______________|._____. 1,042

Oct. 1 | 1149, exchange note—Oct. 1, 1965 1. ______
Oct. 3 | 3149, bond—Nov. 15, 1980.. -
Oct. 3 | 3%6%, bond—Feb. 15, 1990 additional._ _
Oct, 3 | 3149 bond—Nov. lo 1998, -
Nov. 15 | 3449, note—Feb. 15, 1962 -
Nov. 15 | 3%% bond—May 15, 1966 -
Dec. 15 [ 4% bond—Oct. 1, 1949 additional at 100%._. _

1961
Feb. 15 | 3¥4% note—Aug. 15, 1962 3_ 387 | 3,268
Mar, 15 | 334% bond—Nov, 15, 1966, -
Mar. 15 | 3%% bond—Nov. 15, 1967
Apr. 1| 1%%, exchange note—Apr. 1, 1966 1. . ooeooao o
May 15 | 3% certificate—May 15, 1962 3 < 8337 3,391
May 15 | 3%4% note—May 15, 1963 3. o oo 8172 | 1,731
Total bonds, notes, and certificates.______._._ 896 | 11,510
BiLLs 6 (MATURITY VALURE)
1960
July 13 | 2.823% 252-day (tax anticipation) Mar. 22, 1961____._ b 2033 12 S IS R, 3,512
July 15| 3.265% 1 yr. —July 15, 1961__ 1,380 1,501
Oct. 17 | 3.131% 1 yr.—Oct. 16 1961 . oo ) 1, 486 1, 502
Oct. 21 | 2.788%, 8 mo. (tax antxcxpa,tlon) June 22, 1961 _______ 3, 504 3, 504
1961
Jan. 15| 2.679% 1 yr.—Jan. 15,1962 _____ . _._____._._ - 1, 410 92 {eoceaao 1, 502
Apr. 3| 24739, 172-day (tax anticipation) Sept. 22, 1961.____. 1, 503 1, 503
Apr. 15 | 2.827% 1 yr.—Apr. 15, 1962. --| 1,814 186 [ecccncee 2, 000
June 14 | 2.308% 109.6 day average for “‘strip™7_ o __ 1,802 - 1,802
Increases in regular weekly bill offerings.
Jan. 19, 1961 through Feb. 2, 1961
Mar, 30 1961 through Apr. 13 1961__
May 4, 1961 through May 11, 1961 999 | 999
Total bills__ 11,320 | 6,090 415 |ooeoo.o 17,825
Total public offerings 12,216 | 17,600 | 23,746 | 10,021 | 63,583

1 Issued only on demand in exchange for 2349, Treasury Bonds, Investment Series B-1975-80.

2 Issued subsequent to June 30, 1!

3 A cash offering (all subscrmmons sub]ect to allotment) was made for the purpose of paying off the matur-
ing securities in cash. Holders of the maturing securities were permitted to present them in payment in
lieu of cash to the extent subscriptions were allotted. For further detail see exhibits 1-3.

4 Includes about $362,000 cash payment on exchange of Series F and G savings bonds.

5 Prorated on the basis of total amount of each security issued for cash.

8 Treasury bills are sold on a discount bhasis with competitive bids for each issue, The average price for
auctioned issues gives an approvimate yield on a bank discount basis as indicated for each series.

7 Consists of additional amounts of eighteen series of outstanding regular weekly Treasury bills, approxi-
mately $100 million maturing each week from August 3 to November 30, 1961, inclusive.
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\
Disposition of marketable Treasury securiites excluding regular weekly bills, fiscal year

[In millions of dollars)

Security Exchanged for
Date of Redeemed | new security
refund- for cash or
ing or carried to Total
retire- matured In ad-
ment Description and maturity date Issue date debt At ma-| vance
turity jrefund-
ing

Bownps, NOTES, AND CERTIFICATES OF
INDERTEDNESS

Aug. 15 | 43%4% note—Aug. 15, 1960 ...
Oct. 1 | 1349 exchange note—Oct. 1, 1960
. 3} 219 bond—June 15, 1992-67___

3 1 2149, bond—Dec. 15, 1963-68.

Oct. 3 | 2}4% hond—June 15, 1964-69.
. 3| 2349, bond—Dec. 15, 1964-69___
Nov. 15 | 4349, certificate—Nov. 15, 1960.
Nov. 15 | 2%% bond—Nov. 15, 1960.._-

IR AR

Feb. 15 | 4749, certificate—Feb. 15, 1961__ ..| Feb. 15,1960 3,268 | 13,670 |-oo__. 6,938
Mar. 15 | 2149, bond—June 15, 1959-62._. June 11,1945 1,293 1,293
Mar. 15 | 2149, bond—Dec. 15, 1959-62. . _ 1,180
Mar. 15 | 2369, note—Feh. 15, 1963___._ 1,131
Mar. 15 | 2149, bord—Aug. 15, 1963 __._._. ! 2,438
Apr. 1| 1%% exchange note—Apr. 1, 1961 Apr. 1,1956 144 144
May 15 | 4389, certificate—May 15, 1961___ May 15,1960 3, 599 175 3,674
May 15 | 3989 note—May 15, 1961_________________ Dec. 1,1958 1,523 |2, 555 4,078

June 1| 3% bond—June 1, 1961 (Panama Canal
loan) June 1,1911 50 50
Total bonds, notes, and certificates. |-oaoaoacooaao . 13,176 | 22,390 | 10,021 | 45,587

BILLS
1960
July 15 | 4.7289,~July 15, 1960 oo coooeeoo July 15,1959 1,880 1101 |oeoeeaen 2,001
Oct. 17 | 4.860%—0ct. 17, 1960 oo mceacaeen Dec. 2,1959 1,991 116 2,007
1961

Jan. 15| 5.067%—Jan. 15, 1961 . oooooooo_oco . 15,1960 1,412 192 1, 504
Mar. 22 | 2.823%, (tax anticipation) Mar, 22, 1961. 13, 1960 23,512 3,512
Apr. 15 | 4.608%,—Apr, 15,1961 ___.._ ... . 15, 1960 1,815 1186 2,001
June 22 | 2.788% (tax anticipation) June 22, 1961...} Oct. 21,1960 23,504 Joeeeee-e 3, 504
Total bills. . 14,114 415 14, 529
Total securities. . 27,290 | 22,805 60, 016

Accepted in payment in lieu of cash.
Including tax anticipation issues redeemed for taxes..
AY
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Allotments of marketable Treasury securiiies other than regular weekly bills, fiscal
year 19611

[Tn millions of dollars]

Allotments by investor classes

- U.S. Gov-
Date of Issue—description of security and Amount | ernment
finane- maturity date issued investment
ing accounts | Commer- | All others
and cialbanks 2
Federal
Reserve
Baunks
BonDs, NOTES, AND CERTIFICATES OF
INDEBTEDNESS
1960
Aug. 15 3%‘7 certificate—Aug. 1,1961-C. . __________ 7,828 5, 541 797 1,491
Aug. 15 70 bond—May 15, 1968 additional. 1,070 25 544 501
Oct. 3 3%% bond-—Nov. 15, 1980 .________ 643 131 96 416
Oct. 3 | 39, bond—Feb. 15, 1990 additional.. 993 216 54 723
Oct. 3 | 3%% bond—Nov. 15 1998 ___ 2,343 236 117 1,990
Nov. 15 | 344% note—Feh. 15, 1962-F. 9, 098 5,102 1,698 2, 298
Novw. 15 | 3%4% bond—May 15, 1966.._.._ 1,213 6 821 386
Dec. 15 | 4% bond—Oect. 1, 1969 additional. .. .._.____. 148 * 2 146
1961
Feb. 15 | 314% note—Aug. 15, 1962-G , 325 3, 605 1,518 2,202
Mar. 15 | 334% bond—Nov. 15, 1966 2,438 39 1,714 685
Mar. 15 | 3%6% bond—Nov. 15, 1967. _ 3, 604 560 1,664 1,380
May 15 | 3%, certificate—May 15, 1962 5, 509 1,818 2,004 1, 687
May 15 | 3149 note—May 15, 1963-D 2,753 837 907 1,009
BILLS
1960
July 13 | 2.823% (tax anticipation)—Mar, 22, 1961 __._ 3,012 | e 3,476 36
July 15| 3.265%—July 15, 1961 oo ... 1, 501 236 612 653
Qct. 17 | 3.1319%,—0ct. 16, 196} . . - oo oo . 1,502 82 723 697
Oct. 21 | 2.788% (tax anticipation)—June 22, 1961 ___ 3,504 \ooo. 3,463 41
1961
Jan., 15| 2.679%—Jan, 15,1962 o o__.. 1, 502 203 651 648
Apr. 3| 2.4739%, (tax anticipation)—Sept. 22, 1961. . 1,803 [acecaceaaaan 1,492 11
Apr. 151 2.827%—Apr. 15, 1962 cc oo caecamaan 2, 000 326 896 778
June 14 | 2.308%—strip”’ 3 1,802 {eaecncncacne 1,792 10

* Less than $500,000.

t Excludes 1149, Treasury EA and EO notes issued in exchange for nonmarketable 2349, Treasury Bonds
Investment Series B~1975-80.

2 Includes trust companies and stock savings banks.

3 Consists of additional amounts of eighteen series of outstanding regular weekly Treasury bills, approxi-
mately $100 million maturing each week from August 3 to November 30, 1961, inclusive.
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Seasonal and other cash borrowing during the first half of the fiscal
year brought the public debt up to levels not far from the temporary
ceiling of $293 billion. The peak of $291.0 billion for the first half year
was reached on October 24, 1960. In the second half of the fiscal
year the debt subject to limitation rose to a new peak of $291.7 billion
on June 14, 1961. On June 30, 1961, a temporary increase of
$13 billion was authorized for the fiscal year 1962, bringing the total
authorization for the new fiscal year up to $298 billion. For further
detail on the statutory limit on the public debt and guaranteed obliga-
tions as of June 30, 1961, see table 33, and for a summary of amend-
ments to the law limiting the debt see table 34.

The decline of $1.0 billion in interest-bearing public nonmarketable
securities during the year was due principally to the reduction in
Series B investment bonds as a result of exchanges of these securities
for marketable 5-year 1) percent exchange notes. In addition, the
Postal Savings System redeemed $0.1 billion Series B investment bonds
at par to provide funds to meet withdrawals of postal savings deposits.

Beginning on July 1, 1960, the Treasury made available exclusively
to borrowers from the Rural Electrification Administration an issue
of bonds to yield 2 percent per annum. This arrangement provides
REA borrowers with a means for investing their general cash funds
not needed for immediate operating purposes at a rate of interest
equal to that charged by the Government on REA loans. The bonds,
which may be purchased to the extent the individual borrower wishes,
have a 12-year maturity but may be redeemed by the holder in whole
or in part on 30 days’ notice. On June 30, 1961, REA series bonds
were outstanding in the amount of $19 million.

The largest portion of the public nonmarketable debt is in U.S.
savings bonds, which are demand securities redeemable at guaranteed
redemption values. Although savings bonds of various series have
been continuously on sale since March 1935, Series E and Series H
are the only savings bonds currently being sold. These series were
outstanding on June 30, 1961, in the amount of $43.8 billion, represent-
ing 15 percent of the total interest-bearing debt. This was an increase
of $1.1 billion for the year, the largest annual increase in Series E
and H bonds outstanding since 1956. Series F, @, J, and K bonds,
which are no longer being sold, decreased by $1.1 billion during the
year. This decline includes the exchange of $0.1 billion of Series F
and G bonds maturing in the calendar year 1961 for the 4 percent
marketable bond of 1969. The total interest-bearing savings bonds
outstanding of all series at the close of fiscal 1961 was $47.5 billion,
approximately the amount of a year earlier.
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Increase,
Class of security June 30,1960 | June 30, 1961 or de-
crease (—)

In billions of dollars

United States savings bonds:

Series B .o ceicmaieel 37.5 37.8 .4
Series H.... o [ 53 6.0 .7
Subtotal Eand B__ ... _.._._ 42.7 43.8 L1
Series F and G..... 2.8 1.8 -1.0
Series J and X___ e 2.0 1.9 -1
Subtotal savingsbonds. ..o ________.. 47.5 47.5 [©)]
Treasury bonds:
REA series..... e RO ™ ™*
Investment series - 6.8 5.8 -1.0
Depositary bonds. .2 .1 —-.1
Total interest-bearing public nonmarketable issues.... 54.5 53.5 =10

*Less than $50 million.

In March 1961, the Secretary of the Treasury announced a second
ten-year extension for Series E bonds issued between May 1941 and
May 1949. Beginning May 1, 1961, as these bonds enter their
second extended maturity they earn a straight 3% percent interest per
annum, compounded semiannually. Details of this new regulation
may be found on pages 274-292.

Sales of the smaller denomination E bonds ($200 and under) in
fiscal 1961 were approximately 1 percent above those of fiscal 1960,
while sales of the larger denomination E and H bonds were up 8 per-
cent from last year. Detailed information on savings bonds from
their inception on March 1, 1935, through June 30, 1961, is given in
tables 43 through 46.

OWNERSHIP OF FEDERAL SECURITIES

Private nonbank investors held an estimated $143.3 billion of
Federal securities at the end of fiscal 1961, almost one-half of the
$289.2 billion total Federal debt outstanding. Private nonbank
investors comprise individuals (including partnerships and personal
trust accounts), insurance companies, mutual savings banks, savings
and loan associations, nonfinancial corporations, pension funds, for-
eign and international accounts, State and local governments, and
nonprofit associations. Commercial banks and Federal Reserve
Banks together held $89.8 billion, representing nearly one-third of
the debt. The remaining $56.1 billion of debt was held by Govern-
ment investment accounts, primarily in social security and unemploy-
ment trust funds, veterans’ insurance funds, and Government retire-
ment funds. These figures are graphically presented in chart 9.

During fiscal 1961 the total public debt outstanding increased $2.7
billion. The banking system increased its holdings by $8.0 billion
while private nonbank investors decreased their holdings by $6.0
billion. Government investment accounts rose by $0.8 billion.
Ownership of Federal securities by investor classes on selected dates
is presented in the following table.



98 1961 REPORT OF THE SECRETARY OF THE TREASURY

Ownership of Federal securities 1 by investor classes on selected dates, 1941-61

[Dollars in billions)

Change
June 30, | Feb. 28, | June 30, | June 30, |during fis-
1941 1946 2 1960 1961 cal year
1961
Estimated ownership by:
Private nonbank investors:
Individuals®._. ——- $11.2 $64.1 r $68. 4 $64.3 $—4.1
Insurance coMPanies. -« oo ooooccocaoccooios 7.1 24. 4 r12.0 11.4 —.6
Mutual savings banks. - 3.4 11.1 6.6 6.3 —-.3
Corporations $..__.._....... - 2.0 19.9 r20.7 19.4 —-1.3
State and local governments.. - .6 6.7 r18.8 18.7 -1
Miscellaneous investors 8 ... .7 8.9 r22.7 23.2 .5
Total private nonbank investors...._______ 25.0 135.1 t149.3 143.3 —6.0
Federal Government investment accounts..__._. 8.5 28.0 §5.3 56.1 .8
Commercial banks. 19.7 93.8 r55.3 62.5 7.2
Federal Reserve Banks..________________________ 2.2 22. 26.5 27.3 .7
Total gross debt outstanding__ . 55.3 279.8 286. 5 289.2 2.7
Percent of total
Percent owned by:
Private nonbank investors:
Individuals 20 23 24 22 |
Other.. 25 25 28 28 oo
Total o emieees 45 48 52
Federal Government investment accounts 15 10 r20
Commereial banks. oo ool 36 34 r19
Federal Reserve Banks. 4 8 9
Total gross debt outstanding__________________ 100 100 100

r Revised.

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

3 Immediate postwar peak of debt.

8 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.

8 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.

Within the nonbank sector, individuals decreased their holdings
of Federal securities by $4.1 billion, from $68.4 billion in June 1960
to $64.3 billion in June 1961; however, they still remained the largest
single investor group in the Federal debt ownership structure.

Individuals increased their holdings of Series E and H savings
bonds (the only series currently being sold) by $1.0 billion during
fiscal 1961, to an alltime high level of $43.6 billion which represented
two-thirds of the total ownership of Federal securities by individuals.
Their holdings of the discontinued Series F, G, J, and K savings
bonds declined by $0.6 billion during the fiscal year 1961, and holdings
of other Government securities, mainly marketable issues, were
reduced by $4.6 billion. Many individual investors were less at-
tracted to marketable Government securities during the fiscal year
as new issue coupon rates receded from the high levels of fiscal year
1960 and as investment interest focused upon other outlets for funds.

Federal securities held by insurance companies on June 30, 1961,
totaled $11.4 billion, a decrease of $0.6 billion during the year.
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CHART 9
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', Life insurance companies owned $6.3 billion, or 55 percent, of the
total insurance holdings of Federal securities at the end of the fiscal
year. The life insurance group accounted for a $0.3 billion decrease
in insurance companies’ holdings, and almost all of this decrease was
in the nonmarketable Series B investment bonds (exchanged for
marketable 1% percent exchange notes which, in turn, were sold in
the market). The average length?! of life insurance holdings of market-
able securities increased from 12 years 3 months to 16 years 7 months.
This was an increase of 4 years 4 months over the 12-month period
in contrast to a decline of 2 months during the previous fiscal year,
This sharp reversal was primarily due to the exchange of $0.9 billion
of 2% percent bonds, issued during World War I1, and now approach-
ing maturity, for long-term 3% percent bonds in the advance refund-
ing of October 1960.

Fire, casualty, and marine insurance companies decreased their
holdings of marketable securities during the year by $0.3 billion and
their nonmarketables by $0.1 billion. The drop in nonmarketables
was attributed to the liquidation of savings bonds holdings as well
as Series B investment bonds. The average length of the marketable
securities held by this group at the end of fiscal 1961 was 5 years 9
months, a drop of 2 months during the year.

1 In deriving average length figures all marketable securities are classified to final maturity, except par-
tially tax-exempt bonds which are classified to earliest call date.



100 1961 REPORT OF THE SECRETARY OF THE TREASURY

At the end of fiscal 1961 mutual savings banks held $6.3 billion of
Federal securities, $0.3 billion less than on June 30, 1960. The great-
est portion of this reduction, or $0.2 billion, was in the marketable
area. However, the average length of marketable securities held
by mutual savings banks increased 20 months during the fiscal year
from 8 years 10 months to 10 years 6 months. Savings banks also
participated strongly in the advance refunding of October 1960,
taking $0.8 billion of the new long-term issues.

Federal securities held by nonfinancial corporations were $1.3
billion lower at the end of fiscal 1961 than the $20.7 billion held on
June 30, 1960. Corporations continued to hold relatively large
amounts of Governments during the year and did not liquidate
sharply as in the 1958 recession.

Holdings of Federal securities by State and local governments are
estimated to be $18.7 billion at the close of the fiscal year, a level
$0.1 billion lower than that of June 1960. Over one-third of the
Federal security holdings of these State and local governmental units
are in employee retirement funds. In July 1960 the Treasury De-
partment added a number of the larger State and local governments
to the regular monthly Survey of Ownership of U.S. Government
Securities. Tabulations of these holdings were published with the
other survey groups in the February 1962 Treasury Bulletin.

The holdings of all other private nonbank investors amounted to
$23.2 billion on June 30, 1961, an increase of $0.5 billion. Foreign
balances invested in Federal securities decreased $0.3 billion to a
level of $8.1 billion on June 30, 1961. International institutions
increased their holdings by $0.7 billion as the International Monetary
Fund acquired $0.3 billion of marketable Treasury securities and
$0.3 billion of special notes, and the International Development
Association acquired $0.1 billion of securities.

Savings and loan associations increased their holdings of Federal
securities during the fiscal year by $0.4 billion. On June 30, 1961,
marketable securities of approximately 500 large savings and loan
associations had an average length of 8 years 11 months, an increase
of 3 months over the June 30, 1960, amount. A

Holdings of the remaining classes in this group of private nonbank
investors (nonprofit associations, dealers and brokers, corporate
pension funds, and certain smaller institutional groups) are estimated
to have decreased $0.2 billion during the fiscal year.

Government investment accounts increased their holdings of Federal
securities by $0.8 billion. The largest increases in holdings were
registered by Government employee retirement funds ($1.1 billion),
the Federal disability insurance trust fund ($0.3 billion), and the
highway trust fund ($0.2 billion). Offsetting reductions in holdings
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were made by the unemployment trust fund ($0.9 billion), and the
Federal old-age and survivors insurance trust fund ($0.2 billion). Of
the $56.1 billion Federal securities held by Government investment ac-
counts on June 30, 1961, $45.0 billion, or more than 80 percent, was in
the form of special issues held only by these accounts. Details on the
ownership by Government investment accounts are shown in tables
64-88.

The change in holdings of the banking system during the fiscal year
consisted of an increase of $7.2 billion in commercial bank holdings
and a $0.7 billion increase on the part of the Federal Reserve System.

The commercial bank change consisted of a $7.4 billion increase in
holdings of marketable securities and a $0.2 billion decline in non-
marketables. Of the commercial bank increased holdings, New York
City central reserve city banks accounted for $2.2 billion, Chicago
central reserve city banks $0.4 billion, reserve city banks $3.0 billion,
and country and nonmember banks $1.6 billion. The average length
of marketable securities held by commercial banks on June 30, 1961,
was 2 years 9 months, a decrease of 11 months from that as of June 30,
1960.

An analysis of the estimated changes during fiscal 1961 in bank
versus nonbank ownership is given by type of issue in the following
table. A summary of the Treasury survey of ownership of the
interest-bearing public debt and guaranteed obligations for fiscal 1961
is shown in table 55,

Estimated changes in ownership of Federal securities ! by type of issue, fiscal year 1961
[In billions of dollars]

Change accounted for by—
Total
changes | Private | Govern- | Commer-j Federal
nonbank | ment in- cial Reserve
investors [vestment [ banks Banks
accounts
Marketable securities:
Treasury bills:
13-WeeK. o oo ccacacmcamcemaammem——- 1.7 ~1.0 -1 2.4 .4
26-week 1.1 .1 .1 .9 *)
Tax anticipation ..o ceiccaaammaaas 1.5 1.2 * .3 ™*
Other Treasury bills —-1.0 —2.1 .4 7 -1
Total bills 33| -18 4 4.4 .3
Treasury certificates of indebtedness....___..._._ —4.3 -3.3 -2 1.2 —2.0
Treasury notes...... 4.8 .7 -6 3.0 1.6
Treasury bonds, etc. —.4 -1.0 1.1 -1.2 .8
Total marketable 3.4 ~5.5 .7 7.4 .7
Nonmarketable securities, etc.: .
U.S.savings bonds. ..o oo ooooo_.__ ™ .1 ™ 1 e
Special issues to Government investment ac-
[1e171 11O I U R .1
Treasury bonds, investment series ..o cceee. ~1.0 -8 -1
Other...___. .2 .2
Total nonmarketable, tCocecevocouamcarann - -7 -5 ™
Total change. . PR, 2.7 —6.0 .8

* Less than $50 million.
1 Gross public debt, and guaranteed obligations of the Federal Government held outside the Treasury.
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Taxation Developments

Major taxation developments during the year included: Consider-
ation by the Committee on Ways and Means of the House of Repre-
sentatives of the proposals in the President’s tax message of April 20,
1961, for an investment credit to improve the competitive status of
American industry and for the elimination of certain defects in the
tax system; revision of the social security system to meet problems
caused by the high level of unemployment and the inadequacy of
benefit levels; securing of additional tax revenues to finance comple-
tion of the interstate highway system; and work on administrative
revision of depreciation schedules.

Presidential tax recommendations

The President’s tax message (exhibit 12) proposed a credit against
income tax for investment in new plant and equipment. Specifically,
the credit would be 15 percent of all new plant and equipment ex-
penditures in excess of current depreciation allowances; 6 percent of
such expenditures in excess of 50 percent, but not over 100 percent,
of depreciation allowances; with 10 percent of the first $5,000 of new
investment as a minimum credit. The investmentcredit was
proposed to encourage investment in capital equipment needed to
accelerate economic growth and to make Mmerican industry more
effective in competing in"international markets. Measures to correct
certain defects and inequities in the tax structure also were recom-
mended. These changes would provide revenue gains to offset the tax
reduction involved in the investment credit.

These suggestions were advanced only as a first step toward tax
reform. The President also directed the Secretary of the Treasury
to undertake the research and preparation of a comprehensive tax
program to be placed before the next session of the Congress. The
alm of this program is to provide a broader and more uniform tax
base, a more equitable tax structure, and a simpler tax law.

The President’s immediate suggestions for correction of defects in-
cluded: Revisions in the tax provisions with respect to foreign income
which favor U.S. private investment abroad compared with invest-
ment in our economy; withholding of income tax on dividend and in-
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terest income; repeal of the dividend credit and exclusion; limitations
on business expense deductions for travel, entertainment, and gifts;
withdrawal of capital gains tax treatment on the sale of depreciable
property to the extent of depreciation taken; legislation to assure the
current taxation of the income of cooperatives at either the coopera-
tive or patron level; and taxation of mutual fire and casualty insur-
ance companies on a basis similar to stock companies. With the aim
of assuring nondiscriminatory treatment, a review was recommended
also of the provision allowing mutual savings banks and savings and
loan associations an income tax deduction for bad debt reserves.

Tax administration features of the tax message included a request
for legislation to authorize the use of taxpayer account numbers to
facilitate the growing task of tax collection and enforcement falling
upon the Internal Revenue Service. The President also reiterated a
previous request for additional tax personnel while pointing out that,
among other things, he had directed the Internal Revenue Service to
increase emphasis on reviewing taxpayers’ inventory accounts be-
cause manipulation of inventories had become a frequent method of
avoiding taxes.

In addition the President pointed out that Government revenue
needs required extension of corporation income and excise tax rates
otherwise scheduled for reduction or termination on July 1, 1961.
Finally, he recommended that all aviation fuel be taxed to recover
from civil aviation a share of the costs of the Federal airways system.
This tax proposal involved extension of the current 2-cents per gallon
rate on aviation gasoline to jet fuels for fiscal 1962, and thereafter an
annual increment of tax of one-half cent a gallon.

Legislation to carry out the President’s recommendation for the
extension of the corporate income and certain excise tax rates beyond
their scheduled expiration dates was embodied in Public Law 87-72,
approved June 30, 1961. The law continues for one year, until July 1,
1962, the 52 percent corporate income tax rate and the present rates
of excise tax on distilled spirits, beer, wine, cigarettes, passenger cars,
automobile parts and accessories, on general telephone service, and the
transportation of persons. The effect of this legislation on the
Government’s revenues is shown in detail in the following table.
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Estimated net increase in revenue ! resulting from extension of present corporation
income and éxcise tax rates for one year beyond June 30, 1961

[In millions of dollars}
Increase in receipts
Tax Scheduled rate Decrease
reduction Fiscal year in refunds
: Full year | (1962 only )
1962 1963
Corporation income tax....__________ 529 t0 47% e aae $1,000 | 281,000 $2,000 [oeoooonaao-.
Excise taxes:
Alcohol:
Distilled spirits...ccccucecaun $10.5](1) to $9.00 per 170 3 173 130
gallon.
BeCr oo $9.00 to $8.00 per 76 1 77 8
barrel.
WinNeS. oo oo cmceeee Various$. ......._._. L I 9 5
- Total alcohol taxes. . - o ooos|ocoaoocoacacaa s 255 4 259 143
Tobacco:
Cigarettes (small)__.________ $4.00 to $3.50 per 230 |. 4 234 23
thousand.
Manufacturers’ excise taxes:
Passenger automobiles..._.__ 10%, to 7%, of manu- 334 73 407 60
. facturers’ price.
Parts and accessories for | 8% to 5% of manu- 66 13 79 ocoaaeaaes
automobiles. facturers’ price.
Total manufacturers’ ex- 400 86 486 60
cise taxes.
Miscellaneous excise taxes:
General telephone service.... IOZ% 1repeal July 1, 366 119 485 | ...
Transportation of persons...| 10% to i/ 116 25 14 |
Total miscellaneous eX- |.oooooooocooccocoooooo 482 144 626 |-eooooo.-
cise taxes.
Total excise taXeS. oo |ocmim e ccceeas 1,367 238 1,605 226
Total indrease in receipts_ ..o o|ooooooo il 2,367 1,238 3,605 226

1 At levels of income estimated for the calendar year 1961 and fiscal year 1962.

2 Includes small receipts in succeeding years.

3 Sparkling wines (champagne) - - ... $3.40 to $3.00 per gallon.
Artificially carbonated wines. . $2.40 to $2.00 per gallon.
Still wines:

Not more than 14% alcohol
More than 149, not over 21% alcohol
More than 219, not over 24%, alzohol .. - - $2.25 to $2.00 per gallon.
Wine liqueurs or cordials produced domestically containing over 214%
wine, which wine contains over 14%, alcohol (in lieu of rectification
72 RS $1.92 to $1.60 per gallon.

-~ 17 cents to 15 cents per gallon.
67 cents to 60 cents pér gallon.

No action was taken by the Congress on the President’s proposal
for a tax on aviation fuel, but the Committee on Ways and Means
directed the interested executive departments to make a study of the
consequences of the aviation fuel tax proposal for the airlines industry
and also of the impact of the transportation of persons tax on the
transportation industries affected by it. This study was later con-
solidated into a broader review of the transportation situation which
the President asked the Secretary of Commerce to undertake.

The President’s investment credit proposal and recommendations
to eliminate defects and inequities, except with respect to mutual
savings banks and savings and loan associations, were amplified and
supported by Secretary of the Treasury Dillon before the Committee
on Ways and Means of the House on May 3, 4, and 5, 1961. On
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July 14, 1961, Secretary Dillon sent to the comamittee a report on the
taxation of mutual savings banks and savings and loan associations.

The committee conducted 24 days of public hearings in May and
June on the recommendations of the President. Oral testimony was
received from 217 witnesses. In August, two further days of public
hearings were devoted to the taxation of mutual savings banks and
savings and loan associations.

Executive sessions of the committee on the President’s recommenda-
tions for an investment credit, withholding of interest and dividends,
etc., lasted 25 days. Although the committee took no final action on
the proposals, except with respect to taxpayer account numbers,
certain tentative decisions were made for the purpose of having
statutory language drafted and were embodied in a ‘“discussion”
draft and made available for public review. On August 23 Chairman
Mills announced that the committee had found it impossible to con-
clude its deliberation of the President’s tax recommendations during
the current session, but that consideration of the program would be
the first order of business in the next session of this Congress.

The President’s proposal for taxpayer account numbers was handled
as a separate item by the Congress and enacted as Public Law 87-397;
approved October 5, 1961. The adoption of a number system will
make possible a greatly expanded use of automatic data processing
equipment by the Internal Revenue Service and will enable the
Service to bring together all tax data for any one taxpayer. For this
purpose social security numbers will be used not only by persons who
already have them, but also by the remainder to whom numbers will
be assigned.

Unemployment compensation, social security, and pensions

On February 2, 1961, the President sent a message to the Congress
proposing a program to restore momentum to the American economy.
Among the measures suggested to aid in economic recovery were:
A temporary program for extending the duration of benefits under
the unemployment insurance system; expansion of the program of aid
to dependent children to include the children of needy unemployed
parents; and a five-point program to increase the adequacy of benefits,
and to relax the eligibility rules for benefits under the old-age and
survivors, and disability insurance programs.

The Temporary Extended Unemployment Compensation Act of
1961, Public Law 87-6, was approved March 24, 1961. Public Law
87-31, approved May 8, 1961, made Federal grants available for the
period May 1, 1961-June 30, 1962, to States to extend aid to dependent
children of unemployed parents on the same basis as Federal grants
for State aid programs for children deprived of parental supportby,
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death, absence, or incapacity of a parent. The Social Security
Amendments of 1961, Public Law 87-64, were approved June 30, 1961.

The Temporary Extended Unemployment Compensation Act of
1961 provided extended benefits up to 13 weeks of total unemploy-
ment to workers who had exhausted their rights under State programs
and under Federal unemployment compensation programs for ex-
servicemen and Federal employees. Payments may be made to
unemployed persons who have exhausted their benefit rights under
State programs after June 30, 1960, and before April 1, 1962, for
weeks of unemployment ending before July 1, 1962. The law also
provided that to the extent a State pays unemployment compensation
for more than 26 weeks of total unemployment in the benefit year,
the State will be reimbursed for the number of weeks it pays in excess
of 26, up to a maximum of 13.

The cost of the program is to be financed by advances from the
Treasury to be repaid by temporarily increasing the net Federal
unemployment tax from 3.1 percent to 3.5 percent on the existing wage
base of $3,000 for calendar years 1962 and 1963. The credit against
Federal tax for contributions to State unemployment funds is to be
limited by assuming a 3 percent Federal tax rate.

The Social Security Amendments of 1961 included the following
provisions: An increase from $33 to $40 in the minimum monthly
retirement benefit to persons retiring at or after age 65 and in the
monthly disability benefit, with proportionate increases for dependents
and survivors; provision for payment of retirement benefits to men
at age 62, at their option, with reduced benefits; liberalization of the
insured status requirements to provide that a worker is fully covered
if he has one quarter of coverage for every year elapsing after 1950,
or after the year in which he attained age 21 if-later, and up to the
year of disability, death, or attainment of age 65 for men and age 62
for women; an increase in aged widows’, widowers’, and parents’
benefits from 75 to 82.5 percent of the worker’s retirement benefit; and
liberalization of the earned income limitation to increase from $300
to $500 the area in which only half of earnings above $1,200 are treated
as excess earnings. ‘

The cost of increased benefits is to be financed by: An increase
in the contribution rates of % of 1 percent each for employees and
employers, with corresponding increases for self-employed persons,
and by advancing one year, to 1968, the time at which the ultimate
scheduled contribution rate becomes effective. For the .calendar
year 1962, the employee and employer tax rate will be 3% percent of
the first $4,800 of covered wages, and the self-employment tax will
be 4.7 percent of the first $4,800 of self-employment income for any
taxable year beginning in 1962.
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Other provisions included an increase in the Federal matching
maximum for old-age assistance and aid to the blind and permanently
and totally disabled; provision for expenditure of Federal funds for
temporary assistance to certain U.S. nationals who have returned
from foreign countries as a result of war or similar crisis and are
without immediately available resources; extension of the time in
which State and local government employees who did not elect
coverage under a divided retirement system may change their de-
cisions; the addition of New Mexico to the list of States which are per-
mitted to divide their retirement systems; and the permitting of
survivors of ministers or Christian Science practitioners who died after
September 12, 1960, and before April 16, 1962, to elect coverage of the
minister or practitioner in certain circumstances if the election is
made on or before April 15, 1962.

"Public Law 87-285, approved September 22, 1961, changed the
eligibility requirements for benefits under the Railroad Retirement
Act to bring them in line with the changes in eligibility requirements
for benefits under the Social Security Amendments of 1961.

Extension of the social security system to include a health insurance
program for all persons aged 65 or over who are eligible for social
security or railroad retirement benefits was recommended by President
Kennedy in a message to the Congress on February 9, 1961. The
program would be financed by an increase in social security contribu-
tions of % of 1 percent by both employers and employees and by an
increase in the maximum taxable earnings base from $4,800 a year
to $5,000. Services to be provided would include inpatient hospital
services up to 90 days for a single illness, nursing home services up
to 180 days immediately after discharge from a hospital, and certain
hospital outpatient and home nursing services. The Committee on
Ways and Means held hearings for nine days in July and August
1961 on H.R. 4222, which incorporated the President’s recommenda-
tions. Although the bill was not reported by the committee, the
Congress incorporated in Public Law 87-31 (aid to dependent children)
a provision increasing from $12 to $15 the maximum average medical
care expenditures per recipient per month in behalf of old-age
assistance recipients with respect to which there will be Federal
participation.

Public Law 87-321, approved September 26, 1961, was designed to
prevent the imposition of a double tax in the case of the Federal and
State unemployment taxes, arising from a variation in the definition
of “employer’” between the Federal and State laws. Under prior law,
when a trade or business changed hands within the first 20 weeks of
the year, the predecessor employer was not treated as an “‘employer’”
for purposes of the Federal unemployment tax, but generally was so

614359—62——8
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considered for most State unemployment compensation taxes. As
a result, the first employer usually had to pay the State tax in such
cases, and the second had to pay the full Federal tax without the
credit usually available for the State tax paid by the first. This law
makes the usual credit available in such cases.

Proposals to 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 have been
actively considered by the Congress for a number of years. This
year a plan to allow self-employed people to be covered by voluntary
pension plans was passed by the House of Representatives as H.R. 10.
The Senate Finance Committee reported an amended version of
the bill which contained a number of technical changes suggested by
the Treasury. During the course of the hearings on this bill before
the Senate Finance Committee, the Treasury recommended (exhibit
15) that legislation dealing with the tax treatment of the retirement
savings of self-employed people be deferred until it can be considered
in the perspective of the entire tax reform program which the Presi-
dent directed the Treasury to prepare. The Treasury also stated
that legislation related to the self-employed was not desirable without
also considering the present treatment of owner-managers and
executives.

Highway financing

Revised cost estimates for the interstate highway system having
revealed the inadequacy of anticipated revenues of the highway trust
fund to permit the scheduled completion of the system in 1972,
President Kennedy sent the Congress a message on February 28, 1961,
requesting higher taxes for highway users. The President’s proposals
were designed to contain the construction schedule on a pay-as-you-go
basis, as originally planned. He opposed any further diversion of
general fund revenues to highway use, including the congressional
action in 1959 which provided for transfer of part of the revenues
from the taxes on manufacturers’ sales of passenger automobiles and
automobile parts and accessories to the highway trust fund for the
fiscal years 1962-64. In support of the President’s proposal Secretary
Dillon appeared at public hearings of the Committee on Ways and
Means on March 14, 1961. (See exhibit 14.) TUnder Secretary
Fowler represented the Treasury before the Senate Finance Committee
on June 6, 1961. .

The Federal-Aid Highway Act of 1961, Public Law 87-61, approved
June 29, 1961, provides additional revenues that will make possible
completion of the interstate highway system in 1972, the date origi-
nally contemplated. Revenue changes in the law will bring into the
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highway trust fund an additional $9.7 billion over the life of the pro-
gram in addition to transferring back to the general fund $2.5 billion
in revenues attributable to the taxes on passenger cars and automobile
parts which, under prior legislation, would have been transferred te
the trust fund in the fiscal years 1962—64.

The legislation: Continued until October 1, 1972, the 4-cents per
gallon rate on gasoline, diesel fuel, and spe(nal motor fuels which had
been scheduled to be reduced to 3 cents per gallon on June 30, 1961;
increased the tax on tires for highway-type vehicles from 8 to 10 cents
a pound, on inner tubes from 9 to 10 cents a pound, and on tread
rubber from 3 to 5 cents a pound; raised the annual tax on highway
vehicles with a gross weight of more than 26,000 pounds from $1.50 to
$3 for each 1,000 pounds and provided for payment of the tax on a
quarterly basis; dedicated to the highway trust fund the entire revenues
received after June 30, 1962, from the manufacturers’ tax on trucks,
buses, and trailers; continued the highway trust fund for an addi-
tional three months to October 1, 1972, with all taxes dedicated to the
fund continued at present rate levels for the additional three months;
exempted from tax gasoline which is sold for nonfuel purposes in the
manufacture of another article; and imposed floor stocks taxes of 2
cents per pound on tires and tread rubber and 1-cent per pound on
inner tubes, except tubes for bicycle tires which were held for sale on
July 1, 1961.

In considering this legislation, the Committee on Ways and Means
directed the Treasury Department to make a study analyzing various
aspects of the truck weight tax. The House and Senate Conference
Committee requested the Treasury to conduct a study of the loss of
gasoline by retail dealers through shrinkage, evaporation, or other
causes.

Depreciation developments

Progress was made in two important areas of depreciation reform
to encourage modernization and expansion of the productive machinery
and equipmient of the Nation’s industry: A recommendation for legis-
lation for an investment credit to supplement depreciation allowances,
and urgent studies looking toward administrative updating and
revision of depreciation schedules in the light of current conditions.

The investment tax incentive credit proposal outlined by the
President in his tax message of April 20 was later tentatively approved
by the Committes on Ways and Means for inclusion in its public
discussion draft in the form of an 8 percent credit against tax on
investments in most types of machinery and equipment. In making
this recommendation, the President also indicated that a review of
depreciation rules and methods was underway in thé Department,
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as a part of its overall tax reform study, to determine what changes
were appropriate. B B

A preliminary report by the Department on January 5, 1961,
summarized findings of a questionnaire survey of a cross section of
American industry, previously initiated in cooperation with the
Small Business Administration, to obtain information on the operation
of existing depreciation provisions of the tax law, asset lives, the
adequacy of existing allowances, and the feasibility of alternative
approaches to reform. (See the 1960 Annual Report, page 52.)
This preliminary report dealt primarily with the portions of the survey
questionnaire relating to depreciation practices, the extent of adoption
of the new liberalized depreciation methods previously authorized by
the 1954 Internal Revenue Code, and respondents’ views on alterna-
tive changes in depreciation rules. Subsequently, the Department
carried forward an intensive study of tabulations from the statistical
schedules included in the survey as a basis for realistic revision of the
lives of capital assets to reflect existing practices and technological
obsolescence.

Information from the Treasury depreciation survey bearing on de-
preciation revision was supplemented with tabulations of depreciable
lives of property from tax returns for 1959, special engineering studies
conducted by the Internal Revenue Service, and a general review of
obsolescence trends and rate of loss of economic usefulness of depreci-
able property.

On May 2, 1961, the President directed the Treasury Department
to review the depreciation schedules for textile machinery as part of
a program developed by a Cabinet committee to deal with problems
of the textile industry. This priority study of depreciation allowances
provided the basis for a revision of suggested average useful lives for
major types of machinery and equipment used in the textile industry,
published by the Internal Revenue Service in Bulletin “F.” The
revision was announced by the President on October 11, 1961. Esti-
mated average useful lives suggested in Bulletin “F” for most textile
machinery and equipment were reduced from 25 years or longer to
15 years, and in some cases, 12 years. Similar studies were continued
for all sectors of industry. On December 6, 1961, Secretary Dillon
announced the initiation of special engineering studies of six major
industries as part of this review, The industries included were air-
craft and parts manufacturers, automobile manufacturers, electrical
machinery and equipment manufacturers, metalworking machinery
and machine tools, railroads, and steel mills.

As part of its depreciation studies, the Department also examined
ways in which the application of the depreciation allowances might
be simplified so as to minimize controversy between the taxpayers
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and the Internal Revenue agents. Tentative decisions by the Com-
mittee on Ways and Means in the development of a draft bill incor-
porating the President’s tax recommendations included a provision
relaxing the existing rule on salvage by permitting estimated salvage
up to 10 percent of an asset’s cost to be disregarded in computing
depreciation on machinery and equipment. This proposed change in
the treatment of salvage value was facilitated by a Presidential recom-
mendation, the substance of which was included in the draft bill with
respect to personal property, for the taxation of gain on dispositions
of depreciable property as ordinary income to the extent of depreciation
previously taken on the property.

Miscellaneous legislation

Public Law 87-15, approved March 31, 1961 (which amended and
extended the Sugar Act of 1948), postponed the termination of the
tax on manufactured sugar from September 30, 1961, to December 31,
1962, and provided that floor stocks refund shall apply to manufac-
tured sugar held by importers for sale on December 31, 1962, rather
than September 30, 1961, if claim for such refund is filed on or before
March 31, 1963.

Enacted at the request of the President as a step toward the im-
provement of this country’s ability to defend its gold reserves, Public
Law 87-29, approved May 4, 1961, provided an exemption from tax
for income derived by a foreign central bank of issue from U.S. Gov-
ernment obligations, but only if the obligations are not held for or
used in connection with commercial banking functions or other com-
mercial banking activities. The exemption is effective with respect
to income received in taxable years beginning after 1960. A Senate
amendment revised the provision relating to the time within which
shareholders of a small business corporation can consent to having it
treated as a partnership. Where a husband and wife hold shares as
community property, the period for filing consent by one spouse shall
not expire prior to May 15, 1961, if the other filed a timely consent
for a taxable year of the corporation beginning before January 1, 1961.

Public Law 87-59, approved June 27, 1961, included a provision
extending for two years (1960 and 1961) the period within which
certain stock life insurance companies may make deductible distribu-
tions to shareholders in acquisition of stock pursuant to a plan of
mutualization adopted prior to January 1, 1958.

Public Law 87-109, approved July 26, 1961, was designed to
offset the decision of the Supreme Court in Automobile Club of
Michigan v. Commissioner (1957) and provided that membership
organizations may elect to report prepaid dues income over the
period during which there is a liability on the part of the organizations
to provide the service, rather than in the year in which the dues are
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received. The liability must extend beyond the current year but
not for more than 36 months. The provision applies only to member-
ship organizations having no capital stock and making no distributions
of net earnings. A transitional rule is provided designed to spread
over a period of years the Government’s loss of revenue as the result
of the change in reporting. Taxpayers may elect the reporting method
for taxable years beginning with the calendar year 1961.

The Mutual Educational and Cultural Exchange Act of 1961,
Public Law 87-256, approved September 21, 1961, provided that
students who are not candidates for degrees may exclude from gross
income scholarship and fellowship grants by a foreign government,
international organization, and certain binational or multinational
organizations to the same extent as was previously provided for
grants made by domestic organizations and governmental units in.
the United States; made nonimmigrant alien students and certain
trainees, teachers, etc., temporarily present in the United States
subject to tax on U.S. income (generally the taxable portion of
scholarships and fellowshlps) at income tax rates applicable to citizens
(with conforming changes in withholding) rather than the minimum
30 percent rate generally applicable to nonresident aliens not engaged
in trade or business; and excluded from gross income compensation
paid by a foreign employer to a nonresident alien while he is tem-
porarily in the United States as a nonimmigrant student, trainee,
etc. Services performed by such individuals as part of their edu-
cational, teaching, or training programs are not to be considered
employment for purposes of social security and unemployment
compensation taxes.

Public Law 87-293, approved September 22, 1961, provided specific
measures for the taxation of civilian officers and employees of the
Government under the Peace Corps Act. Certain alJlowances are
excluded from taxable income; the tax on income from back pay
reported in the current year is limited to the tax that would have
been due on the pay if received and taxed in the year to which it is
attributable; and payments for services (other than termination
payments) are excluded from the definition of “wages” for income
tax withholding purposes. The head of the Federal agency having
control of the Peace Corps services will make the determinations as
to whether services of volunteers constitute “employment’ for
purposes of the taxes imposed by the Federal Insurance Contributions
Act; will determine the amount of their remuneration which con-
stitutes “wages” for such purposes; and will make returns and pay-
ments of such taxes.

Manufacturers of brick and tlle clay and any other shale, where
the finished product is the first commercially marketable product,
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are permitted under Public Law 87-312, approved September 26,
1961, to base their peércentage depletion for all open taxable years
beginning before January 1, 1961, upon the value of the finished or
end product. For the purpose of computing the depletion, the
“gross income from the property” shall be 50 percent of the gross
income from the finished product but not more than $12.50 for each
ton of clay or shale used in the finished product. Public Law 87-321
(see section on social security) incorporated a provision that, for
open past years, ordinary treatment processes in the case of quartzite
and clay mined and used by the mine owner or operator in production
of refractory products may include crushing, grinding, and separating
the mineral from waste, but shall not include any subsequent process.
In addition the section provided a method of determining the value
of each ton of such quartzite and clay used in the production of
refractory products. To have these new provisions apply, the tax-
payer must make an election which would be effective on and after
January 1, 1951, for all open taxable years beginning before January 1,
1961. These two laws modify the effect of the Supreme Court
decision in Cannelton Sewer Pipe Co. v. United States (see the 1960
Annual Report, page 51).

A system of annuities for surviving widows and dependent children
of judges of the Tax Court of the United States was provided by
Public Law 87-370, approved October 4, 1961. Included in the law
1s a provision which extended, for taxable years beginning after
December 31, 1957, to annuities purchased by employers for employees
of public school systems the same tax treatment granted annuities
purchased for employees by organizations exempt under section
501(c)(3) of the Internal Revenue Code as charitable, religious,
and educational organizations.

Administration, interpretation, and clarification of tax laws

During the fiscal year, the Treasury Department published 81
Treasury decisions, 6 Executive orders, and .59 notices of proposed
rulemaking relating to tax matters. All previously published reg-
ulations under the 1954 Code relating to income taxes, employment
taxes, and procedure and administration were republished with the
incorporation of technical revisions.

Enactment of the Dealers Reserve Adjustment Act of 1960 (26
U.S.C. 481 note) required the prompt issuance of temporary regula-
tions relating to the methods of computing and paying the tax per-
mitted by the act. One new major regulation under the 1954 Code was
completed on miscellaneous stamp taxes. Other Treasury decisions
published concerned the definition of partnerships, corporations,
associations and trusts, the manner of computing the incomeé takx
for life insurance companies, the definition of ““scientific’’ for purposes
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of determining whether certain organizations are exempt from income
tax, and the requirement of bonds for certain importers of motor
vehicles.

Notices of proposed rulemaking were published during the year
relating to: The documentary stamp tax; carryovers in certain
corporate acquisitions; real estate investment trusts; prepaid sub-
scription income; and distributions by bank holding companies.

The Secretary of the Treasury appeared before the Committee on
Ways and Means on May 3, 1961, to detail the administration’s
tax program. He submitted as part one of a four-part document
on expense accounts a preliminary report of a study undertaken
pursuant to the request in the Public Debt and Rate Extension Act
of 1960 (26 U.S.C. 162 note) concerning the results of the Internal
Revenue Service’s accelerated enforcement program relating to
deductions as business expenses of expenditures for entertainment,
gifts, dues, or initiation fees in social, athletic, or sporting clubs or
organizations. The report was based on special examinations of
some 38,000 business tax returns claiming such deductions.

International Financial and Menetary Developments

Measures to strengthen the U.S. balance-of-payments position, ef-
forts to increase the amount and the effectiveness of international
capital provided for the advancement of the less-developed areas of
the world, and consideration of the need to improve international
monetary arrangements dominated U.S. Government activities in
international finance during the fiscal year. The Treasury Depart-
ment worked actively in these and related fields. The National
Advisory Council on International Monetary and Financial Problems,
of which the Secretary of the Treasury is the chairman, continued,
in accordance with its statutory authority, to coordinate the policies
and operations of the representatives of the United States on the
international financial institutions of which the United States is a
member and of all agencies of the Government which make or par-
ticipate in making foréign loans, or which engage in foreign financial,
exchange, or monetary transactions.

The U.S. balance of payments has been in deficit for a number of
years, and the large deficits in the calendar years 1958, 1959, and
1960 were settled in part by sizable outflows of gold. An improve-
ment in the trade balance in 1960 was offset by an outflow of short-
term funds aggravated by speculative forces. U.S. determination to
seek solutions to its balance-of-payments problem along lines con-
sistent with its international obligations and policies, and in full
recognition of the position of the dollar as an essential cornerstone
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in the international financial system of the free world, was made clear
by President Eisenhower in the closing weeks of 1960. President
Kennedy, in a message to the Congress on February 6, 1861, on
balance of payments and gold, reaffirmed these objectives and out-
lined a comprehensive program for restoring balance in the interna-
tional payments position of the United States, with respect to the
problems both of correcting the persisting basic deficit and of meeting
short-term demands on reserves. The Secretary of the Treasury has
undertaken general coordinating responsibility for the measures to be
carried out by the various departments and agencies, as directed in
the President’s message.

Two new international financial institutions, in the establishment
of which the United States had taken an active part, commenced
lending operations during the fiscal year. The International Develop-
ment Association, as an affiliate of the International Bank for Recon-
struction and Development, provides development credits on flexible
terms to less-developed areas within its membership, using funds
subscribed on the basis of systematic budgetary contributions by all
members., The Inter-American Development Bank, which employs
a variety of instruments designed to stimulate the process of economic
development among its members in the Western Hemisphere, was
designated as the primary mechanism for administering funds for
social development to be provided by the United States within the
framework of the new Alliance for Progress. The Alliance was an-
nounced by the President in March 1961, as an invitation to the
Latin American nations to cooperate through their own self-help
measures in renewed efforts to promote economic development and
social justice. The Alliance for Progress among the American Re-
publics is to be implemented under the terms of the Charter of Punta
del Este, signed at a special meeting of the Inter-American Economic
and Social Council held at Punta del Este, Uruguay, in August 1961.

Major efforts were made during the year to bring about a greater
and more united drive among the free industrialized nations to assist
the less-developed nations on a long-term basis to achieve self-
sustained growth. The President, in March 1961, recommended
to the Congress a revision in the organization of U.S. foreign aid
and in its basic concepts of operation. These concepts included a
new stress on long-term planning and financing based on development
programs for individual countries and special attention to nations
willing to undertake necessary internal reforms and self-help measures.
He also called upon the other industrialized nations to join the
United States in a common effort to assist the developing countries.
As one element in this common effort, the United States became a
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member of the Organization for Economic Cooperation and Develop-
ment which came into being on September 30, 1961. Membership in
the OECD also provides the United States with a framework for
carrying out intensive and frequent international consultations with
the other industrialized countries on economic and financial policies.
As the result of these and other consultations, progress was made
during the fiscal year toward a better coordinated and a more stable
pattern of international interest rate relationships, and cooperative
arrangements were worked out for stabilizing exchange markets.

Consideration of specific improvements in international monetary
arrangements led to the proposal by the Managing Director of the
International Monetary Fund, Per Jacobsson, that each of the
principal industrial countries commit itself to lend its currency to
the Fund to insure that sufficient amounts would be available should
balance-of-payments pressures involving these countries ever impair
or threaten to impair the smooth functioning of the world payments
system.

The annual meetings of the Boards of Governors of the Inter-
national Bank for Reconstruction and Development and its affiliates,
the International Finance Corporation and the International Develop-
ment Association, and of the International Monetary Fund were
held in Vienna, Austria, September 18-22, 1961. Secretary of the
Treasury Dillon, in his capacity as U.S. Governor of these institu-
tions, headed the U.S. delegation. The delegation included Under
Secretary of State George Ball, the Alternate U.S. Governor, and Under
Secretary of the Treasury for Monetary Affairs Robert V. Roosa,
Assistant Secretary of the Treasury John M. Leddy (U.S. Executive
Director of the IBRD), and Special Assistant to the Secretary Frank
A. Southard, Jr. (U.S. Executive Director of the Fund), as Temporary
Alternate Governors. The delegation also included members of the
House Banking and Currency Committee, other members of the
National Advisory Council on International Monetary and Financial
Problems, members of the Council of Economic Advisers, other
officials of the executive branch, the President and Vice President
of the Federal Reserve Bank of New York, and the Chargé d’Affaires
of the American Embassy in Vienna.

On September 20, 1961, Secretary Dillon addressed the meeting
of the Governors of the International Monetary Fund in connection
with the discussion of the Fund’s Annual Report (see exhibit 26).
As is customary in the U.S. Governor’s address to the Fund, Secretary
Dillon reviewed the domestic economic situation in the United States
and recent developments relating to the U.S. balance of payments.
In his statement the Secretary supported the suggestion by the
Fund’s Managing Director regarding borrowing arrangements between



REVIEW OF FISCAL OPERATIONS 117

the Fund and the principal industrial countries to provide needed
supplementary resources to the Fund. There was support in principle
on the part of the other Governors for this suggestion, and it was
the consensus that the specific arrangements necessary for carrying
the borrowing plan into effect could be formulated in the course of
the ensuing months.

The U.S. balance of payments and gold and dollar movements

The U.S. balance of payments.—In the fiscal year 1961, the overall
balance-of-payments deficit of the United States, as measured by
changes in gold and convertible currency holdings of U.S. monetary
authorities and in liquid liabilities of banks and monetary authorities
in the United States to foreigners, amounted to $2.7 billion. This
compared with an overall deficit of $3.3 billion in fiscal 1960. (Ex-
cluding prepayments on foreign countries’ indebtedness to the U.S.
Government amounting to $724 million in fiscal 1961 and $285 million
in fiscal 1960, the overall deficit in fiscal 1961 was $3.4 billion com-
pared with $3.5 billion in fiscal 1960.)

Although our overall payments position thus showed some improve-
ment in fiscal 1961 as compared with 1960, most of the $600 million
decrease in the overall deficit represented the excess of special debt
service prepayments to the U.S. Government in 1961 over those in
fiscal 1960. The maintenance of the deficit near the high level of
the previous year resulted from a very large outflow of private short-
term capital from the United States. This outflow, which is taken
to be roughly equivalent to the net movements of U. S private short-
term capital, foreign commercial credits to the United States, and
transactions not otherwise accounted for (errors and omissions),
totaled $2.6 billion in fiscal 1961 in contrast to less than $400 million
in 1960. This rise in short-term capital outpayments tended to
cloak the very impressive improvement made in our other accounts,
particularly in our merchandise trade.

Our underlying payments position, aside from the short-term capltal
movements, is measured by the “basic balance,” i.e., the balance on
all recorded transactions exclusive of U.S. private short-term capital
outflow and foreign commercial credits to the United States. The
basic deficit of the United States was only $37 million in fiscal 1961
(3761 million exclusive of debt service prepayments) as compared with
a basic deficit of $2.9 billion in fiscal 1960 ($3.2 billion exclusive of
prepayments). As noted above, the overall deficit in fiscal 1961 was
much larger than the basic deficit.

The substantial improvement in our basic position in fiscal 1961
reflected the very large increase in our merchandise trade surplus.
Our nonmilitary merchandise exports rose by $1.7 billion to $19.7
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billion and our imports declined by $1.6 billion to $13.9 billion.
Thus our merchandise export surplus, at $5.8 billion, was substantially
more than double the $2.5 billion export surplus of 1960. In both
years, approximately $2 billion of our merchandise export surplus
reflected U.S. exports financed under various foreign economic
assistance programs of the U.S. Government.

Our military expenditures abroad in each of the fiscal years 1960
and 1961 were slightly over $3 billion. U.S. receipts on other current
‘account items such as investment income, military goods sales, travel
and transportation, and royalties and license fees, rose by about
$465 million in fiscal 1961 over 1960, while U.S. payments for such
items and for remittances and pensions rose by only about $65 million,
accounting for a further improvement of about $400 million in our
basic accounts. .

U.S. private direct and portfolio investment abroad, however,
increased by about $430 million, amounting to $2.6 billion in fiscal
1961. Some $370 million of the increase was ascribable to a single,
large direct investment transaction involving cash payments. At
the same time, U.S. receipts from foreign long-term capital inflow
declined by about $360 million, amounting to $275 million. Thus,
our long-term private investment accounts resulted in net outpay-
ments to foreigners of almost $800 million more in fiscal 1961 than in
1960.

Gross U.S. Government foreign economic assistance rose by $500
million, to a total of $3.6 billion in fiscal 1961, reflecting a higher level
of aid to the less-developed countries. A substantial part of the
increase arose from an expansion of assistance in the form of U.S.
surplus agricultural products which contributed to the higher U.S.
merchandise trade surplus.

Thus, our net receipts from our larger merchandise export surplus
and on our invisible accounts totaled $3.8 billion more in fiscal 1961
than those in fiscal 1960, while the increase in our net outpayments to
foreigners on public and private long-term capital accounts (exclusive
of special foreign debt service prepayments to the U.S. Government)
totaled about $1.4 billion. The net improvement in our basic
accounts, excluding the improvement due to larger prepayments on
foreign indebtednessito:the U.S.yGovernmentjin fiscal 1961 over
fiscal 1960, amounted to $2.4 billion (the difference between our basic
deficits of $761 million in fiscal 1961 and $3.2 billion in fiscal 1960).

In accordance with the U.S. policy of buying and selling gold at
$35 per fine ounce (exclusive of handling charges) in transactions with
foreign governments, central banks, and under certain conditions
international institutions, for the settlement of international balances
and other legitimate monetary purposes, net monetary sales of gold
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during the fiscal year amounted to $1,730 million (see table 111),
$187 million of which is attributable to the period January—June 1961.

In a statement before the Subcommittee on International Exchange
and Payments of the Joint Economic Committee of Congress, June 19,
1961 (see exhibit 25), the Secretary described recent developments of
the U.S. balance of payments, pressures which have arisen in the
principal exchange markets, and some of the specific steps that have
been taken to deal with exchange market pressures. (Other state-
ments by the Secretary on the balance-of-payments situation are
presented in exhibits 18 and 21.)

Gold and dollar movements.—The gold and liquid dollar assets of
foreign countries (excluding gold holdings of the U.S.S.R., other
Eastern European countries, and China Mainland) amounted to an
estimated $39.8 billion as of June 30, 1961. Of this amount, official
gold reserves were $20.8 billion, official and private short-term dollar
assets held with banks in the United States were $17.5 billion, and
estimated official and private holdings of U.S. Government bonds and
notes were $1.4 billion. The total represented an increase of $2.4
billion over the estimated $37.4_billion_held as of June 30,1960 (see
table 112).

Western European countries increased their gold and liquid dollar
assets during fiscal 1961 by $2.3 billion; the largest gain ($1.3 billion)
was made by Germany. Asiatic holdings rose by $344 million, and
reflected a gain of $508 million by Japan. Canadian holdings in-
creased by $160 million. Latin America, on the other hand, experi-
enced a decline of $284 million. The holdings of the rest of the world
decreased by $90 million,

The gold and liquid dollar assets held by international institutions
rose by $872 million, from a total of $6.6 billion at the end of fiscal
1960 to $7.5 billion at the end of fiscal 1961.

The estimated official gold holdings of the world (excluding the
U.S.S.R., other Eastern European countries, and China Mainland)
were $40.9 billion as of June 30, 1961. Of this amount, the United
States held $17.6 billion and international institutions $2.5 billion.

Treasury foreign exchange reporting system.—Data relating to
capital movements between the United States and foreign countries
have been collected by the Treasury Department since 1935. The
data are obtained from monthly reports by banks and brokers and
quarterly reports by nonfinancial concerns to the Treasury Depart-
ment through the Federal Reserve Banks. The reports provide
information on liabilities to foreigners, claims on foreigners, and
securities transactions with foreigners, and constitute the basis for
statistics on the dollar holdings of foreign countries and international
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institutions and other statistics on capital movements which enter
into the U.S. balance of payments.

Because of the increasing importance of these statistics in the
formulation of U.S. Government policies, a program was instituted
during the fiscal year to enlarge the coverage and to improve the
reliability of the reports. This program has included: Conferences
with Federal Reserve Banks and reporting institutions to review
reporting problems and the operation of the reporting system; special
surveys of particular reporting problems; the introduction of systems
of obtaining rapid reports of summary data; and steps to acquaint
increasing numbers of prospective reporters with the reporting require-
ments. These actions were part of a continuing program to insure
the reliability of these capital movements statistics.

Gold holdings of U.S. citizens abroad.—On January 14, 1961, the
President issued an Executive order prohibiting the holdings by U.S.
citizens and enterprises, and by other persons subject to the jurisdic-
tion of the United States, of gold situated abroad and of securities
representing gold on deposit abroad. The order further amended
Executive Order No. 6260 of August 28, 1933, under which citizens
are forbidden to hold gold in the United States. The order, as
amended, was implemented by an amendment to the Treasury De-
partment’s Gold Regulations, which afforded existing American
holders of gold abroad, and of securities representing gold on deposit
abroad, a reasonable period of time until June 1, 1961, to dispose of
their holdings. The prohibition of such holdings abroad, where
purchases generally represent an outflow in the U.S. balance of
payments, underlines the fact that gold today represents principally
a means of settling international payments between individual foreign
countries. The amendment of the Executive order was undertaken
within the administration’s comprehensive program to work toward
equilibrium in the U.S. balance of payments.

/F:reign exchange stabilization operations

Operations in exchange markets.—Under the conditions of converti-
bility of the major world currencies, international money markets
have again become closely interconnected, and liquid funds are free
to flow in large volume between these markets in response to differ-
entials in interest rates and speculative considerations. When
interest rates in the United States and Europe diverged substantially
in mid-1960, a broad stream of short-term capital moved from New
York to London and other European money centers in search of
higher short-term rates. The magnitude of this capital movement
resulted in an appreciable increase in the outflow of gold from.the
United States. This in turn brought on a speculative outbreak in
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the private gold market in London in October 1960. When European
authorities lowered their discount rates, the flow of short-term capital
slowed and confidence was gradually restored.

In accordance with the President’s balance-of-payments program,
the United States took the initiative in developing a framework for
close consultation with European authorities to discuss financial ques-
tions of mutual interest, including the disequilibrating movements of
liquid funds. Tn April 1961 a working party on international payments
problems was established as a subcommittee of the Economic Policy
Committee of the Organization for European Economic Cooperation.
This working party continues within the new Organization for Eco-
nomic Cooperation and Development. Under Secretary for Monetary
Affairs Robert V. Roosa headed the U.S. delegation to meetings of
this group in April and May.

Following the revaluations of the German mark and the Dutch
guilder in early March 1961, the United States decided to undertake
limited operations in forward exchange markets to contain speculative
movements of capital and prevent them from forcing either an un-
desirable and unnecessary change in exchange rates or a reversion to
exchange controls.

In addition to these new operations in the forward market, the
Treasury, through the facilities of the Federal Reserve System, and
in cooperatlon with authorities abroad, also began to acquire modest
holdings of forelgn exchange which could be sold in the spot market
should the dollar again come under pressure. The United States thus
acquired some deutsche mark in connection with the prepayment by
Germany of $587 million of its official debt to the United States. The
Treasury also acquned certain other convertible currencies. In order
to indicate clearly the increased strength and flexibility of the U.S.
reserve position, the Treasury now includes holdings of convertible
foreign exchange as well as gold in the reports of U.S. monetary assets
(see table 113).

Treasury exchange and stabilization agreements.—During the fiscal
year the Treasury exchange agreement with Argentina was renewed
and exchange agreements with Chile and Brazil were signed. As of
June 30, 1961, agreements were in force with four countries, Argentina,
Brazil, Chile, and Mexico, in the total amount of $210 million.

The $50 million exchange agreement with Argentina was renewed
for an additional year on January 6, 1961. (See exhibit 30.) Under
this agreement Argentina may request the U.S. Exchange Stabilization
Fund to purchase Argentine pesos which must subsequently be re-
purchased by Argentina with dollars. In 1959 the Exchange Stabi-
lization Fund purchased the equivalent of $25 million in Argentine
pesos for U.S. dollars. During the fiscal year the Central Bank of
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Argentina repurchased $11 million in Argentine pesos, leaving an
outstanding balance of $14 million as of June 30, 1961.

On February 10, 1961, a $15 million, one-year exchange agreement
was signed with Chile. (See exhibit 31.) Concurrent announcements
were made of agreements for additional support from other public
and private sources, including a $16 million drawing from and a $75
million standby arrangement with the International Monetary Fund,
a $15 million Export-Import Bank credit, and $30 million in short-
term credits from a group of private U.S. banks.

A two-year, $70 million exchange agreement with Brazil was an-
nounced on May 17, 1961, as a part of financial facilities provided
Brazil by the United States, the International Monetary Fund, and
various European countries. (See exhibit 23.) New U.S. credits
were announced, totaling $338 million including: $168 million from
the Export-Import Bank, $100 million from the new aid agency, subject
to congressional authorization, and the $70 million Treasury exchange
agreement. Brazilian payments to the Export-Import Bank of
approximately $305 million were also rescheduled. Simultaneous
announcement was made of an agreement with the International
Monetary Fund for a standby arrangement of $160 million and for
rescheduling of $140 million of Brazilian obligations to the Fundx
Subsequent negotiations with European countries resulted in arrange-
ments for rescheduling of existing indebtedness, increases of short-
term bank credit lines, and arrangements for new standby credits.

The International Monetary Fund.—TFinancial assistance extended
by the International Monetary Fund during the fiscal year totaled
$567 million, taking the form of drawings by 21 members, against
their quotas in the Fund, of the currencies of other members needed
to assist in meeting an unbalanced payments position. Nearly all
drawings were, as in other recent years, under standby arrangements
negotiated in advance with the Fund whereby the Fund assures the
member that drawings up to specified amounts during a specified
period may be made, usually without further consultation. As during
the previous fiscal year, when member drawings amounted to $247
million, the call upon the Fund’s resources reflected the persistent
payments problems of nonindustrial countries, and most drawings
were made in connection with stabilization programs newly adopted
or continued as the result of Fund consultations. As of June 30,
1961, there were in effect 16 standby arrangements providing poten-
tially about $709 million, of which $552 million remained available
to the countries participating. Repurchases by member countries
against earlier drawings, and other members’ drawings which had
the effect of repurchases, resulted in total repayments of about $589
million during the fiscal year. While over half represented the com-
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pletion of repayments by the United Kingdom and France, a sub-
stantial amount was repaid by nonindustrial countries.

For the first time in any comparable period the amount of U.S.
dollars drawn ($192 million) was smaller than the amount of other
currencies drawn ($375 million). In December 1958 the major
nondollar currencies had been made externally convertible and there-
by became more useful to other countries in financing international
transactions; as a consequence some of these currencies began to be
" drawn more widely from the Fund.

During the current fiscal year, in February and March 1961, eleven
member countries agreed formally to give up the transitional arrange-
ments provided in the Fund Articles of Agreement and to accept all
of the obligations of Article VIIIL, including approval of the Fund
prior to imposing restrictions on payments. Thus at the present
time nearly all currencies used to finance international trade and pay-
ments are under Article VIII and may be used to make repayments
to the Fund.

During the fiscal year the Fund began to hold periodic voluntary
discussions with member countries which have accepted the obliga-
tions of Article VIII. The United States has agreed to participate
in these consultations, which provide an opportunity for the Fund,
as well as for the member, to exchange views on the course of domestic
and international financial developments, looking toward a greater
degree of monetary cooperation among countries whose currencies
are used in international transactions. Also during this period the
Fund clarified the meaning of the Articles of Agreement with respect
to the use of Fund resources for helping to meet those deficits in the
balance of payments of members that go beyond the current account
and are attributable, in whole or in part, to capital transfers. It was
agreed that, in accordance with Article VI and the other provisions
of the Articles, the Fund’s resources can be used for mitigating the
unfavorable effects of capital transfers.

Programs for financing economic development

The Act for International Development.—On September 4, 1961, the
Congress approved legislation providing a new framework and new
goals for U.S. foreign aid. The Act for International Development of
1961 (Part I of Public Law 87-195, 22 U.S.C. 2151) was enacted on the
basis of recommendations by the President in his special foreign aid
message to the Congress on March 22, 1961, and his subsequent
submission of detailed legislative proposals. Among the primary
reasons for seeking the new legislation was the desire to center in a
single agency the responsibility of administering assistance in a variety
of forms in support of long-range development programs, based upon
the self-help efforts of the developing countries themselves. The

614359—62—9
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development lending provisions of the act require that dollar loans be
repaid exclusively in dollars, although other terms may be flexible.
The Secretary appeared before the Senate Foreign Relations Com-
mittee on June 5, 1961, and before the House Foreign Affairs Com-
mittee on June 21, 1961, in support of this legislation. (See exhibit
24.)

The administrative provisions of the new legislation provide for the
abolition of the Development Loan Fund as a corporate entity and of
the International Cooperation Administration. The Secretary of
State, under the direction of the President, is to be responsible for the
continuous supervision and general direction of the assistance pro-
grams authorized by the act; the primary responsibility for administer-
ing development loans, grants, technical cooperation, investment
guarantees, and other development and supporting assistance under
the new legislation is to be placed within the newly formed Agency for
International Development. Loans of foreign currencies formerly
made by the Export-Import Bank pursuant to section 104(e) of the
Agricultural Trade Development and Assistance Act of 1954, as
amended (7 U.S.C. 1704(e)), will also be administered by the new
Agency.

The Alliance for Progress.—At a White House reception for Am-
bassadors of the Latin American countries on March 13, 1961, Presi-
dent Kennedy called upon the people of the hemisphere to join in an
“Alliance for Progress,” a cooperative effort to satisfy basic needs for
homes, work, land, health, and schools. He proposed that the Latin
American governments formulate long-term development plans, sug-
gested further cooperation in the areas of commodity problems and
economic integration, called for continued cooperation in hemispheric
defense and arms control, and proposed an expansion of the food for
peace program and of scientific, technical, and cultural exchanges.
He indicated that he expected shortly to ask for convocation of a
special meeting of the Inter-American Economic and Social Council
at the ministerial level. The President referred to his request for
appropriations under the legislation approved on September 8, 1960
(22 U.S.C. 1942), which authorized $500 million for an Inter-American
Program for Social Progress (and which also authorized $100 million
for reconstruction in Chile of facilities damaged by earthquake).
(See exhibit 28.) This legislation had enabled the U.S. delegation to
assume the initiative in discussions about social and economic develop-
ment at the third meeting of the Special Committee of the Organization
of American States held in Bogota, Colombia, in September 1960,

On March 14, 1961, the President transmitted a message to the
Congress requesting the appropriation of the $500 million authorized
for the Inter-American social progress program. He proposed that
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$394 million be administered by the Inter-American Development
Bank, that $100 million be allocated to the International Cooperation
Administration or its successor, and that $6 million be made available
for use by the Organization of American States. Secretary Dillon
appeared before the Foreign Operations Subcommittee of the House
Appropriations Committee on March 20, 1961, and before the Senate
Appropriations Committee on April 28, 1961, in support of the request.
(See exhibit 20.) The appropriation bill (Public Law 87—41) was
signed on May 27, 1961. The administration of the $394 million was
entrusted to the Inter-American Development Bank under the Social
Progress Trust Fund Agreement, which was signed by President
Kennedy and Mr. Felipe Herrera, President of the Bank, on June
19, 1961.

The Special Meeting of the Inter-American Economic and Social
Council at the Ministerial Level met at Punta del Este, Uruguay, in
August. The U.S. delegation was headed by Secretary Dillon.
Major items on the agreed agenda of the conference were: Planning
for economic and social development, Latin American economic inte-
gration, export commodity market problems, annual review (progress
reports on economic and social development), and information and
public relations. The Charter of Punta del Este, formulated at the
conference, defined the aims of the Alliance for Progress and set forth
the major goals for a ten-year program of social and economic progress
in Latin America, involving internal reforms and public and private
help from outside sources.

The Inter-American Development Bank.—The Inter-American De-
velopment Bank, in which the United States and all the Latin Amer-
ican Republics except Cuba have become members, commenced its
business operations on October 1, 1960. Under its ordinary operations,
the Bank is empowered to assist in financing productive economic de-
velopment projects through loans repayable in the currency lent.
The resources of the Fund for Special Operations are available for
loans on terms and conditions appropriate for dealing with special
circumstances arising in particular countries or with respect to specific
projects. In addition to direct loans and guarantees, an important
function of the Bank is to provide technical assistance for the prepa-
ration, financing, and implementation of development plans and
projects.

The Bank will have resources equivalent to $959.5 million, including
$381.6 million in paid-in capital, $431.6 million in callable capital,
and $146.3 million in contributions to the Fund for Special Operations.
Half of the subscriptions to ordinary capital and of the contributions
to the Fund for Special Operations are payable in gold and/or U.S.
dollars, and half in the currency of the member country. The sub-
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scriptions to paid-in capital are payable in three installments of 20
percent, 40 percent, and 40 percent respectively. The contributions
to the Fund for Special Operations are payable in two equal install-
ments. The first installments, both on subscriptions to capital and
on contributions to the Fund, were payable by September 30, 1960.
(The United States paid its installments, totaling $80 million, in
June 1960.) The second installment on subscriptions to capital, and
the second half of contributions to the Fund were due October 31,
1961, and the final installment of 40 percent of capital subscriptions
will be due October 31, 1962. An appropriation of $110 million to
meet the required U.S. payments due October 31, 1961, was contained
in the foreign aid appropriation bill approved by the Congress on
September 30, 1961 (Public Law 87-329). (The United States paid
its installments in October 1961.)

Secretary Dillon, as U.S. Governor, headed the U.S. delegation to
the Second Meeting of the Board of Governors of the IDB, held in
Rio de Janeiro, Brazil, April 10-14, 1961. (See exhibit 19.) The
delegation included Assistant Secretary of the Treasury John M.
Leddy and Assistant Secretary of State for Economic Affairs Edwin
M. Martin as Temporary Alternate Governors, and Special Assistant
to the Secretary of the Treasury Robert Cutler (the U.S. Executive
Director of the IDB). The delegation also included the chairman
and a member of the Committee on Foreign Relations of the Senate,
members of the House Banking and Currency Committee, the
President of the Export-Import Bank, other officials of the executive
branch, and the U.S. Ambassador to Brazil. .

The IDB announced its first loan on February 3, 1961, and approved
12 loans from its ordinary capital resources and 7 loans from its Fund
for Special Operations during the period ending June 30, 1961. Its
total lending operations, equivalent to $70 million, assisted in financing
projects in 12 member countries. U.S. commercial banks participated
in the aggregate amount of $1.9 million in a number of the loans made
from the ordinary capital resources.

The Export-Import Bank.—In fiscal 1961 the Export-Import Bank
authorized new credits and guaranties totaling $1.4 billion to 85
countries—an amount over twice that authorized in the preceding
fiscal year period, and the largest amount committed in any such
period since 1946. Approximately 54 percent of total authorizations
were to Latin American countries. In addition to those loans and
guaranties, the Bank also approved $147 million in allocations under
credits previously approved. The Bank’s loans are intended to assist
in financing the export sale of U.S. industrial or agricultural equip-
ment, consumer durable goods, materials and services, with repay-
ment in U.S. dollars on terms appropriate to the item purchased.
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In fiscal 1961, the Bank had a gross income of $138.5 million. Interest
paid to the Treasury on borrowed money was $42.8 million, and
operating expenses were $2.5 million. Thus, the net income for the
period was $93.1 million. In June the Bank declared a dividend of
$30 million on the stock of the Bank held by the Secretary of the
Treasury. From its inception in February 1934 through June 30,
1961, loan and guaranty authorizations of the Bank totaled $12.1
billion. Disbursements were $7.8 billion, of which $4.4 billion had
been repaid. The Bank’s uncommitted lending authority on June
30, 1961, was $1,312 million.

Pursuant to section 104(e) of the Agricultural Trade Development
and Assistance Act of 1954, as amended, the Bank during fiscal 1961
authorized 45 loans in the currencies of 11 countries for a total amount
equivalent to $25.1 million. Since the amendment of Public Law 480
in August 1957 (7 U.S.C. 1704(e)), the Bank has authorized a total of
163 such loans in the currencies of 17 countries in the equivalent of
approximately $92 million.

In February 1961 the President, in his message to the Congress on
balance of payments and gold, directed the Bank to prepare and
submit to the Secretary of the Treasury, as Chairman of the National
Advisory Council on International Monetary and Financial Problems,
a new program under the Bank to place U.S. exporters on a basis of
full equality with their competitors in other countries. With the
approval of the National Advisory Council, the Bank, on March 24,
1961, announced the availability of new forms of guaranties and
financing for U.S. exports. The Bank also announced that it would
devise a system to guarantee short- and medium-term export credit
trapsactions. Negotiations were carried out for an agreement with a
group of leading private insurance companies under which the com-
panies would issue export credit insurance to be underwritten jointly
by them and the Export-Import Bank. In addition, a program was
prepared whereby the Export-Import Bank would issue a new system
of guaranties directly to the commercial banks and those financial
institutions undertaking nonrecourse financing of exports. The two
programs were announced by the President on October 27, 1961.
(See exhibit 16.)

The Development Loan Fund.—During the period under review, the
Development Loan Fund continued to be the principal instrument of
the mutual security program for stimulating economic growth in the
less-developed countries of the world. Through its authority to
provide financing on flexible terms, the DLF has been able to adapt
its repayment requirements to the capacity of the less-developed
countries. These requirements have often included provision for
repayment in the currency of the borrower. In fiscal 1961, the DLF
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approved 61 loans and other commitments totaling $653 million in 83
countries. Since its creation in 1957 the DLF has approved through
June 30, 1961, a total of 212 loans, guaranties, and allocations in 50
countries, totaling over $2 billion. Cumulative disbursements under
approved loans amounted to $538 million.

The International Bank.—During fiscal 1961 the International Bank
made 27 loans totaling $610 million in 20 member countries and ter-
ritories, bringing the total number of loans to 292 in 57 countries and
territories. Disbursements under loans were $398 million, substan-
tially lower than the $544 million and $583 million in the two preced-
ing years. Many of the recent projects have been large ones with
longer completion dates, thus accounting for an increase in the average
disbursement period from two or three years to about five years.

Participations by private investors, and sales from the Bank’s
portfolio, all without the Bank’s guaranty, amounted to $202 million.
Repayments by borrowers from the Bank totaled $191 million, in-
cluding $101 million to the Bank and $90 million to other holders of
Bank loans. The Bank’s need for outside funds during the year was
relatively small, and the Bank’s funded debt rose by only $155 mil-
lion to a total of $2,228 million as of June 30, 1961. All of the bor-
rowings during the year took place outside the United States, and it
is estimated that some 53 percent of the debt outstanding on June 30,
1961, was held outside the United States.

The cumulative total of Bank loans, net of cancellations and re-
fundings, was $5,669 million as of June 30, 1961, of which $4,320 mil- .
lion had been disbursed. Principal repayments to the Bank amounted
to $438 million, and loans sold or agreed to be sold totaled $1,013
million. More than two-thirds of the Bank’s lending is for electric
power and transportation. Although in past years electric power
was the more important, transportation is becoming more significant
and in fiscal 1961 accounted for slightly more than half of the total
Bank loans. .

The Indus Waters Treaty, 1960, was signed on September 19, 1960,
and simultaneously an international financial agreement was executed
to create an Indus Basin Development Fund to finance irrigation and
other works in Pakistan. The Fund will be administered by the
International Bank. (See the Annual Report for 1960, pp. 65 and 66.)
Work has begun on projects included in the ten-year settlement plan
including preliminary construction and invitations for tenders on
major segments of the plan.

The International Bank continued to sponsor meetings of a con-
sortium of countries to discuss assistance for the development plans
of India and Pakistan. The fourth meeting of the consortium con-
cerning India was held in April and June 1961, and was attended
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by representatives of the United States, Canada, Germany, Japan,
and the United Kingdom. France joined the consortium as a mem-
ber during the meeting, and Austria, Denmark, Norway, and Sweden
sent observers. The U.S. delegation was headed by Assistant Secre-
tary John M. Leddy. At this session the members of the consortium
undertook commitments of aid to India totaling over $2 billion. The
consortium interested in Pakistan met in early June 1961, with
representatives and observers from the same governments which partic-
ipated in the fourth meeting of the Indian consortium. France also
joined this consortium as a member during the meeting. Commit-
ments made at the meeting totaled $550 million, including $230
million in aid previously committed by members for Pakistan.

The International Development Assoctation.—Secretary of the Treas-
ury Robert B. Anderson, on behalf of the President, signed the
Articles of Agreement of the International Development Association
on August 9, 1960 (see exhibit 29), and the Agreement entered into
force on September 24, 1960. The Association, an affiliate of the In-
ternational Bank, officially began operations on November 8. Its
first development credit agreement, $9 million for highway develop-
ment in Honduras, was signed on May 12, 1961. By June 30, three
additional credits had been extended: $13 million for the Roseires
Dam project in Sudan, a joint IDA-International Bank operation
under which the IBRD agreed to lend $19.5 million and in which the
Federal Republic of Germany participated by providing a loan
equivalent to $18.4 million; $19 million for a highway project in Chile,
jointly with an International Bank loan of $6 million; and $60 million
for a highway project in India.

As of June 30, 1961, membership in the IDA included 51 countries
having total initial subscription commitments, payable over a five-year
period, of about $906 million. All members of the International Bank,
numbering 68 as of June 30, are eligible to join the IDA. “Part I”
members, the United States and the 14 other more economically
advanced countries included within its membership, pay all subscrip-
tions in convertible currencies usable for any development credits
extended by IDA; the remaining 36 members, the “Part II”’ countries,
subseribe 10 percent in convertible funds and the remainder in their
own currencies usable for credits only with their consent. Pursuant
to the schedule for the payment of subscription installments, the
United States paid in $73.7 million at the time the obligations of
membership were assumed. These funds had been appropriated for
the purpose by the Congress, and later in the fiscal year request was
made for an additional $61.7 million to pay the second installment on
the U.S. subscription coming due in November 1961. Provision for
such payment was included in the foreign aid appropriation bill
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approved by the Congress on September 30, 1961 (Public Law 87—
329). The balance of the initial U.S. subscription is payable in three
additional annual installments of $61.7 million.

The International Finance Corporation.—Nine new investments
totaling $6.2 million in seven member countries were made by the
Corporation during the fiscal year. As of June 30, 1961, the IFC
had net commitments outstanding of $44.4 million, resulting from 40
investments in 18 countries. Sales of investments and participations
in investments had reached a total of $8.9 million, such sales having
amounted to $3.5 million during the year. At the end of the period,
subscriptions by the 59 member countries totaled $96.6 million.

In February 1961 a proposal to amend the Articles of Agreement of
the Corporation to enable investment in capital stock was formally
submitted to the Board of Governors. A favorable U.S. vote on this
" proposal, which had been under discussion for some months, required
amendment of the International Finance Corporation Act (22 U.S.C.
282), and the administration requested the necessary legislation.
Secretary of the Treasury Dillon, as U.S. Governor of the Corporation,
appeared before a Subcommittee of the House Banking and Currency
Committee on behalf of the legislation on May 10, 1961. (See exhibit
22.) The legislation was approved on August 30, 1961 (22 U.S.C.
282(c)), and on September 5, 1961, the President of the IFC announced
that the required votes for adoption of the resolution amending the
Articles of Agreement had been received. At the annual meeting of
the Governors of the IFC, held in conjunction with the meetings of
the International Monetary Fund, the International Bank, and the
International Development Association in Vienna, Austria, in Septem-
ber 1961, Assistant Secretary John M. Leddy, as U.S. Director and
Temporary Alternate Governor of the IFC, noted that the amendment
to the Articles permitting investment in equities would enable the
Corporation to operate with a greater degree of flexibility and so more
readily assist the investment of private capital and the development
of private enterprise of the less-developed countries (see exhibit 27).
He also paid tribute to the retiring President of the IFC, Robert L.
Garner, who had held that office since the IFC had come into existence
in July 1956.

U.S. private investments.—The amount of U.S. private investments
abroad increased by more than $5 billion during the calendar year
1960, and totaled over $50 billion by the end of the year. TU.S.
direct investments abroad accounted for about 60 percent of these
amounts, increasing by nearly $3 billion during the year and amount-
ing to $32.7 billion on December 31. Long-term portfolio investments
increased by $1.2 billion, about the same as in 1959, and were valued
at $12.6 billion at yearend. Short-term portfolio investments rose by
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slightly more than $1.3 billion during the year to a total of $4.9
billion.

The flow of direct investments to Europe (including reinvested
subsidiary earnings), which had increased by $325 * million in 1959
to an annual rate of $750 7 million, rose by another half-billion
dollars in 1960 to an annual figure of $1.3 billion. Two-thirds of the
$435 million investment in Common Market countries in 1960 was
attributable to manufacturing. An extraordinarily large capital
flow to the United Kingdom of $700 million included cash expenditures
for the acquisition of minority interests in subsidiaries. Direct in-
vestment flows to Canada increased at a slower rate than in 1959,
but nevertheless amounted to $860 million. Flows to Latin America
dropped from $420 * million to $310 million, a result in large part of
the cessation of investment in Cuba.

Other international organizations and conferences

The Organization for Economic Cooperation and Development.—Dur-
ing February and March 1961, the Secretary appeared before the
Senate Foreign Relations Committee to support ratification by the
United States of the Convention, signed in Paris on December 15,
1960, establishing the Organization for Economic Cooperation and
Development (OECD), the successor to the Organization for European
Economic Cooperation, in which the United States and Canada would
become full members. (See exhibit 17.) The Senate approved U.S.
‘adherence to the Convention on March 16, 1961 (Executive E), and
the OECD officially came into existence on September 30, 1961,

The creation of the OECD was suggested by the United States in
1959 in recognition of the strength of Western Europe, the significance
of convertibility of the European currencies, and Europe’s growing
responsibilities for supporting economic improvement throughout the
free world. In its association with the OEEC, the United States par-
ticipated in the work of a number of committees and had been repre-
sented at meetings at various levels. The Economic Policy Com-
mittee was particularly active during the period under review, and
a working party was established under this committee to analyze the
effect on international payments of monetary, fiscal, and other policy
measures and to consult on national and international policy measures
as they relate to international payments equilibrium. The Develop-
ment Assistance Group, which was formed early in 1960 to discuss
various aspects of cooperation in facilitating the flow of bilateral long-
term capital to less-developed areas, met in Washington in March
and October 1960, in Bonn in July 1960, and in London in March 1961.
These and other activities which had been begun within the framework

* Revised.
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of the OEEC are to be continued within the OECD. The European
Monetary Agreement will continue to function under the OECD,
although the United States and Canada do not participate in it.

The European Economic Community.—The member nations of the
European Economic Community (the Common Market) made further
progress during the year toward the goal of establishing the customs
union envisaged by the Treaty of Rome. The first four-year stage of
this treaty ended December 1961. Originally, tariff reductions of
30 percent were to have been effected among the six members in
this period; but because of an accelerated schedule, tariff reductions
of 30 percent were in force by January 1, 1961, and another tariff
cut of 10 percent took place on December 31, 1961. The first move
towards establishing a common external tariff was made on December
31, 1960. Germany and the Benelux countries increased their duties
on imports, while tariffs in Italy and France were lowered. Within
the Common Market quantitative restrictions on industrial products
were eliminated by December 31, 1961. The removal of quotas on
other goods will take place gradually until 1970. Toward the close
of calendar 1961, the United Kingdom and other members of the
European Free Trade Association began to explore the possibilities
of becoming members of the Common Market.

The General Agreement on Tariffs and Trade.—The seventeenth and
eighteenth sessions of the Contracting Parties to the General Agree-
ment on Tariffs and Trade (GATT) were held during the fiscal year.
The sessions, both of the Council and of various committees of GATT,
dealt with a broad range of problems affecting worldwide trade.
Representatives of the United States used these sessions, as well as
numerous bilateral contacts, to exert steady pressure for elimination
of unjustifiable quantitative restrictions, especially those which
involve discrimination against U.S. exports. Considerable progress
was made in the further dismantling of import restrictions generally,
although their use persists in varying degrees in many parts of the
world, particularly in the less-developed countries. Discrimination
in import restrictions against industrial goods from the United States
has been reduced to relatively small proportions. Discriminatory
restrictions on important agricultural products, however, have been
maintained by a number of Western European countries. These
have been a matter of continued concern to the United States.

In addition to the general sessions which dealt with a broad range
of problems, a Tariff Negotiations Conference was convened on
September 1, 1960, by the Contracting Parties of GATT, at the initi-
ative of the United States. This multilateral tariff conference, the
fifth of its kind, continued on into the new fiscal year beginning July
1, 1961. It has been the largest and most complex of the series.
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The negotiations with the European Common Market countries
involved special difficulties, mainly in relation to agricultural products.
Particular interest has attached to the efforts of the United States,
and of other Contracting Parties, to insure that the Community will
establish commercial policies that will expand, rather than restrict,
world trade. Negotiations have, therefore, aimed to secure for
imports into the Common Market area tariff treatment which will
afford competitive access by exports from the United States and
from other outside countries.

Much effort was devoted during the year to working out inter-
national arrangements for textiles which would enable the less-
developed countries and Japan to find progressively expanding market,
opportunities without disrupting conditions in import markets,
particularly the United States. This culminated in a special meeting,
held in Geneva in July 1961, attended by official representatives from
16 countries, and by observers from a number of other countries and
various interested organizations. The meeting reached agreement
upon a general program of corrective action. A one-year interim
agreement was submitted for approval by the governments repre-
sented in the conference, and provision was made both for negotiations
aiming at & . longrun agreement and for supplementary bilateral
agreements. ’

Other conferences—Treasury officers participated in numerous
conferences with representatives of many countries. Secretary of the
Treasury Anderson, accompanied by Douglas Dillon as Under Secre-
tary of State, held informal talks with German officials in Bonn
during November 21-23, 1960. The talks covered a broad range of
financial and economic questions, including balance-of-payments
problems, assistance to the developing countries, international trade,
and related problems of mutual interest. These discussions were
followed by periodic meetings at both the ministerial and technical
levels throughout the fiscal year. In April 1961 the Federal Republic
agreed to make an advance payment of $587 million against the German
debt for United States postwar economic assistance. A number
of informal meetings were held also with British officials, and in April
1961 Secretary of the Treasury Dillon participated in the discussions
between the President and the Prime Minister. The Treasury was
represented also in United States-Canadian meetings. Secretary
Anderson attended the third meeting of the United States-Canada
Ministerial Committee on Joint Defense in Quebec on July 12 and 13,
1960; Secretary of the Treasury Dillon and Under Secretary of the
Treasury Henry H. Fowler participated in the sixth meeting of the
Joint United States-Canadian Committee on Trade and Economic
Affairs held in Washington on March 13 and 14, 1961. On May 18
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and 19, 1961, the Secretary met with the Minister of Finance and
Economic Affairs of France; subjects discussed were the general
economic situation and the balance-of-payments trends in France and
the United States, the relationship of the International Monetary
Fund to the problem of short-term capital movements under condi-
tions of convertibility, and the need for coordination currently being
developed in the framework of the future Organization for Economic
Cooperation and Development. Also during the fiscal year the
Treasury was represented on U.S. delegations to meetings of various
United Nations bodies, the North Atlantic Treaty Organization, the
Southeast Asia Treaty Organization, the Colombo Plan Organization,
and the Inter-American Economic and Social Council. '

Lend-lease silver

During World War II the United States transferred a total of 410.8
million ounces of Treasury silver to certain foreign countries under
authority of the Lend-Lease Act of March 11, 1941. Although the
agreements differed somewhat in detail, they provided that the debtor
countries were to return a like kind and quantity of silver within five
years after termination of the national emergency as determined by
the President. Accordingly, the lend-lease silver was due to be
returned by April 27, 1957, although the agreements with several of
the countries permitted a postponement of part of the repayment
for two additional years. Prior to June 30, 1960, the entire amount
of silver due from the Governments of Australia, Belgium, Ethiopia,
the Netherlands, and the United Kingdom (also acting for the
Government of the Fiji Islands) had been returned and taken into
the account of the Treasurer of the United States. In addition, a
large portion of the silver furnished during the war under lend-lease
for use in undivided India had been returned and taken into the
Treasurer’s account pursuant to arrangements concluded in 1957,
whereby the U.S. Government agreed to a division of hability for this
silver between India and Pakistan. (See the annual reports for 1957,
pp- 49 and 50; 1958, pp. 56 and 57; and 1959, p. 65.)

In the course of fiscal 1961 a total of 3.3 million fine troy ounces of
silver consisting of 1.1 million ounces from India; 0.8 million ounces
from Pakistan; and 1.4 million ounces from Saudi Arabia, was
returned and taken into the account of the Treasurer of the United
States.
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Lend-lease silver transactions as of June 30, 1961
[In millions of fine ounces except where otherwise specifically indicated]
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Silver trans- | Silver returned
ferred from | and taken into Dollar
the Treasury | the account of | Silver repay- Silver
to lend-lease | the Treasurer being ments to be
for account of the United | returned | being [ returned
of foreign States made
governments
Australia_._. - 1.8
Belgium. ..o eaaeo. .3
Ethiopia. . o ... 5.4
D ) .2
India. . 172.5
Netherlands. 56.7
Pakistan____ 53.5
Saudi Arabia_. 222.3
United Kingdo: 88.1
177 ) PR 410.8

1 I{nder an agreement concluded with Pakistan in 1957, the balance is being returned in annual install-
ments.

2 Includes 1,031,250 ounces lost at sea while in transit.

3 Equivalent to 9.4 million fine troy ounces of silver converted on basis of present market price.
payment was taken into the accounts of the Treasurer after June 30, 1961,

¢ Preliminary,

This

Foreign assets control

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
Communist 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
satisfactory evidence of its 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 now have such certification procedures: Australia,
Belgium, Canada, Formosa, France, the Federal Republic of Germany,
Hong Kong, India, Italy, Japan, the Netherlands, the Republic of
Korea, Spain, Switzerland, and Vietnam. Notices of the availability
of certificates of origin for particular commodities and of the govern-
ments prepared to issue them are published from time to time in the
Federal Register. During the year a number of additional items
became available for certification.

The enforcement measures of the Control resulted in a number of
successful criminal prosecutions. A total of $89,262 was collected by
the Government in forfeitures, fines, and other penalties as a result
of proceedings under the Foreign Assets Control Regulations.
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Management Improevement Program*

Annual recurring savings resulting from recorded management
improvements during the fiscal year 1961 totaled $8 million and
one-time savings amounted to $2.3 million, the highest figures in
recent years. Of these amounts over $3 million resulted from the
military and ecivilian incentive awards programs. However, since
the value of many of the most significant changes cannot be measured
in dollars and cents, these figures are only a small indication of the
magnitude of the Treasury’s efforts to streamline its organization
and operations. A few of the more noteworthy management improve-
ments of the Treasury bureaus are discussed in the administrative -
reports of the individual bureaus found later in this document.
Developments of a more general nature are described below.

Mechanization of operations

By far the most substantial monetary savings have come from the
continued mechanization of Treasury operations. Important bene-
fits continue to come from the utilization of automatic data equipment.
The Treasury’s entire disbursing process, from initial checkwriting to
final reconciliation, is being adapted to automatic data processing
methods. Savings bonds now also are processed electronically. The
Internal Revenue Service has initiated the use of automatic data
processing equipment in processing tax returns and is establishing a
central facility where information on all taxpayers and tax sources
will be available by electronic means. Several of the larger bureaus
use electronic equipment for administrative-type operations, while
even the smaller bureaus are exploring means of using this equipment
to improve their work programs and administrative activities. These
installations have freed many Treasury employees for other Work and
resulted in substantial savings.

Personnel management

The Department’s Office of Personnel has been reorganized and
expanded to strengthen its effectiveness in providing leadership, co-
ordination, and guidance to the bureaus on their personnel programs.
Four specialized areas; employment, classification and wage adminis-
tration, employee relations, and training, have been set up under the
Director of Personnel. In addition, the staff handling personnel
operations for the Office of the Secretary have been transferred from
the Office of Administrative Services to the Office of Personnel.

Goals have been established which the Office of Personnel expects
to achieve through the cooperative efforts of the Treasury bureaus.
A list of 22 projects has been developed for study by work committees
composed of departmental and bureau representatives. In order to
help the smaller bureaus without the staff resources available to the

t See bureau reports for significant bureau improvements.
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larger Treasury organizations, the Personnel Office plans to institute
personnel administration workshops on the development of programs
and procedures and the improvement of operations.

In keeping with principles of maximum utilization of personnel,
emphasis in several bureaus has continued to shift from meeting
immediate training needs to identifying and satisfying career require-
ments. Moreover, throughout the Department, there has been a
sizable overall increase in training activity to meet problems created
by changes in workload, organization, and methods. This increase
reflects a greater awareness and acceptance of tralning responsibility
on the part of supervisors and operating officials.

Because of the many law enforcement activities of the Treasury
Department and the critical importance of its 4,000 enforcement
agents, greater emphasis was given to basic and advance training for
these employees. During fiscal 1961 the Treasury Law Enforcement
Officers Training School continued to improve its curriculum and
facilities for basic training of all Treasury agents and significant
improvements were made by the Internal Revenue Service in develop-
ing comprehensive advance training programs for their agents.

Executive development programs in several bureaus were further
strengthened by better replacement planning and development,
better structuring of jobs for career purposes, and participation in
professional executive development courses and other activities which
broaden knowledge and increase skill.

Financial management

Progress in improving financial practices and controls continued, a
complete account of which may be found in the Annual Report on
Financial Management Improvement Actimties for the fiscal year ended
June 30, 1961, obtainable from the Bureau of Accounts.

Standards were prepared for the content and arrangement of
accounting systems manuals to be prepared by the Treasury bureaus,
and progress was made in their compilation. Developmental work is
continuing in the interest of furnishing management with better and
more timely financial information and otherwise providing more effec-
tive internal use of cost-based budgets. Also, as part of a continuing
program, the Department appraised the internal audit systems of the
Bureau of the Public Debt and the Office of the Treasurer with a view
to their improvement.

In connection with the Treasury’s Government-wide responsibility
for central accounting and financial reporting, accounts kept in
regional accounting offices were streamlined with estimated annual
savings of $70,000 resulting. An inventory of Government-wide
reports was compiled, and a number of improvements suggested by
users were put into efféct. These studies and improvements were
made in collaboration with the Bureau of the Budget and the General
Accounting Office.

Property management

The Department continued its vigorous efforts to dispose of excess
real and personal property promptly and to take full advantage of
surplus property available from other agencies.
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Fourteen excess properties, consisting of land and improvements
with an acquisition cost of $285,000, were declared excess to the
General Services Administration. Seven other properties previously
declared excess to the GSA were sold for $102,000. Sixty-eight parcels
of real property not involving acreage, with a total acquisition cost of
over $1 million, were disposed of, while 75 additional properties
involving an acquisition cost of $1.8 million were reported to the GSA
for disposal. In addition to immediate monetary returns, the disposal
of such properties reduced maintenance and protection costs to the
Treasury.

Several Treasury bureaus were moved into improved space in new,
modern buildings at field locations, including Internal Revenue
Service offices which were moved into new buildings at 11 locations.

During the fiscal year the Treasury received from .other Federal
agencies without reimbursement excess personal properties with an
original acquisition cost of $9.8 million. In the same period, personal
properties with an acquisition cost of $13.6 million were determined to
be excess and available for disposal.

Safety program

Accident prevention efforts in the Treasury were successful in
decreasing the calendar year 1960 accident frequency rate (the number
of lost time injuries per million man-hours) to an all time low of 3.9.
In addition to a more favorable frequency rate the Treasury record
was improved in several other ways. The number of injuries dropped
from 730 in calendar 1959 to 633 in calendar 1960; the number of days
lost from the job decreased from 40,143 to 37,002; and the total direct
cost was cut by $138,000. The severity rate (number of days lost per
million man-hours) improved from 252 to 229, and the total direct cost
per employee decreased from $7.46 to $5.56.

Incentive awards program

At the departmental level, responsibility for the incentive awards
program was transferred from the Office of Management and Organi-
zation to the Office of Personnel. Excellent progress continued to be
made, with the number of employee suggestions adopted increasing
to 2,464 in fiscal 1961, an increase of 6 percent. Superior performance
awards jumped 25 percent to a new high of 2,714. Estimated annual
savings rose to over $1 million, 13 percent above the previous year. In
addition, $2 million was saved under the military incentive awards
program of the U.S. Coast Guard. In that Bureau one award alone
saved an estimated $1.8 million.

The Bureau of Engraving and Printing won the second annual
award of the Secretary of the Treasury for the bureau showing the
best average results under the program.

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
associations. Duties of the office include those incident to the forma-

t Additional 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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tion and chartering of new national banking associations, the examina-
tion 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.

Absiract of reports of condition of active national banks on the date of each report
from June 186, 1960, to June 30, 1961

[In thousands of dollars]

June 15, Qct. 3, Dec. 31, Apr, 12, June 30,
1960 1960 1960 1961 1961
(4,542 (4,535 (4,530 (4,523 (4,524
banks) banks) banks) banks) banks)
ASSETS
Loans and discounts, including overdrafts._| 62,397,733 | 63,137,178 | 63, 693, 668 | 63, 595, 879 | 63, 439, 852
U.8. Government securities, direct obliga-

BIOMS e e aacaan 29, 227,240 { 30, 507, 592 | 32,615,321 | 32,228,779 | 33,397,413
Obligations guaranteed by U.S. Govern-

.01 4 1 S S R 70,438 91, 209 96, 402 122,019 124, 680
Obligations of States and political sub-

divisions. . e maaas 8,084,454 | 9,123,621 | 9,408,711 9,927,654 | 10,123, 742
Other bonds, notes, and debentures___..___| 1,318,874 | 1,245,349 | 1,407,576 | 1,325,874 | 1,419,736
Corporate stocks, including stocks of

Federal Reserve Banks.._..........._.... 310, 631 316, 748 324,184 333, 660 337,241
Total loans and securities..........._. 102, 309, 370 [104, 421, 697 (107, 545, 862 |107, 533, 865 |108, 842, 664

Cash, balances with other banks, and cash

items in process of collection. ............_ 26, 379, 669 | 25, 846, 362 | 28, 674, 506 | 25,440,116 | 25,274, 240
Bank premises owned, furniture and fix-

BULeS - - oo cec e ccmmmaeeean 1,567,086 | 1,640,168 | 1,685 524 | 1,749,325 | 1,774,055
Real estate owned other than bank premises. 56, 654 53, 467 51,164 54, 303. 3, 978
Investments and other assets indirectly

representing bank premises or other real

[T o SR 158, 748 169, 502 173,611 185, 369 187,073
Customers’ liability on acceptances.. - 361, 763 419, 342 463, 691 446, 326 441,638
Other asSetS - caecnumeamommce e 599, 884 689, 799 666, 509 691, 541 725, 347

Total assetS. - o cemcmammicaamcneeaas 131, 433,174 (133, 240, 337 (139, 260, 867 (136, 100, 845 |137, 298, 995
LIABILITIES
Demand deposits of individuals, partner-

ships, and corporations. ... ... 50, 649,364 | 59,025, 547 | 63,131,263 | 61,274,612 | 59,212,875
Time and savings deposits of individuals,

partuerships, and corporations_..._....__. 34,650,471 | 35,972,754 | 36,761,292 | 38,922,341 | 40,338,073
Deposits of U.S. Government and postal

SAVINGS oot e eeian 3,778,109 | 4,096,097 | 3,456,544 | 1,576,344 | 3,756,972
Deposits of States and political subdivisions.| 8,137,561 | 8,473,965 | 9,297,327 | 9,187,440 | 9,762, 861
Deposits of banks. ... ______________ 8,409,880 | 8,885,686 | 10,439,401 { 8,611,099 | 7,848,020
Other deposits (certified and officers’ checks,

(<17 1,552,826 | 1,509,134 | 1,824,934 | 1,492,826 1 1,566,137
Total AePOSitS cmmneooeomoaama e 116,178,211 (117,963, 183 124, 910, 851 |121, 064, 662 (122, 484, 938
Demand deposits ..o ... .. 78,801,033 | 78,998, 753 | 84,754,054 | 78,970,875 | 78,891,899
Time and savings deposits_._._....__. 37,377,178 | 38,964,430 | 40,156,797 | 42,093, 787 | 43, 593, 039

Rediscounts and other liabilities for bor-

rowed MONeY - oo oo oo meaoan 1,490,892 { 1,013,323 110, 590 686,157 355, 466
Mortgages or other liens on bank premises

and other real estate.-..cooooccocaooo_ .. 3,086 2, 967 3,189 3,158 3,338
Acceptances outstanding. . ..o ._.._._._ 371,482 426, 827 474, 565 454,133 448, 976
Other liabilitieS. . ccmmcocec oo oomaaea s 2,703,341 | 2,824,584 | 2,663,334 | 2,546,550 | 2,567,224

Total liabilities...ocoaeoaaaoaaa oo 120, 747,012 {122, 230, 884 128,162, 529 |124, 754, 660 |125, 859, 942
CAPITAL ACCOUNTS
Capital SE0CK oo e oo eaeaes 3,265,182 | 3,308,077 | 3,342,850 | 3,459,004 { 3,478,403
Surplas_.___.___. 5,164,562 | 5,250,859 | 5,446,143 | 5,572,040 | 5,620,169
Undivided profits 2,019,267 | 2,201,129 | 2,030,052 | 2,047,520 [ 2,071,321
Reserves and retirement account for pre-

ferred StoCK oo ecccccaeeo 237,151 249, 388 279,293 267, 531 269, 160
Total capital accounts._......_._._.. 10, 686, 162 | 11,009, 453 | 11,098, 338 | 11, 346, 185 | 11, 439, 053
Total liabilities and capital accounts..|131, 433,174 (133, 240, 337 {139, 260, 867 |136, 100, 845 (137,298, 995
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Changes in the condition of active national banks

The total assets of the 4,524 active national banks in the United
States and possessions on June 30, 1961, amounted to $137,299
million, as compared with the total assets of 4,542 banks amounting
to $131,433 million on June 15, 1960, an increase of $5,866 million
during the year. The deposits of the banks in 1961 totaled $122,485
million, which was $6,307 million more than in 1960. The loans in
1961 were $63,440 million, exceeding the 1960 figure by $1,042 million.
Securities held totaled $45,403 million, an increase of $5,491 mil-
lion during the year. Capital funds of $11,439 million were $753
million more than in the preceding year.
Summary of changes in number and capital stock of national banks

The authorized capital stock of the 4,525 national banks in exist-
ence on June 30, 1961, consisted of common stock aggregating $3,478
million, and preferred stock aggregating $1.3 million. The common
stock of the 4,539 national banks in existence a year earlier amounted
to $3,276 million, and preferred stock to $1.5 million. During the
year charters were issued to 39 national banks baving an aggregate
of $21.1 million of common stock. There was a net decrease of 14
in the number of national banks in the system by reason of voluntary
liguidations, 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 receiversbip.

More detailed information regarding the changes in the number and
capital stock of national banks in 1961 is shown in the following table.

Organizations, capital stock changes, and liguidations of national banks, fiscal year 1961

Capital stock

Number
of banks
Common Preferred
Charters in force June 30, 1960, and authorized capital stock.______. 4,539 | $3,275,910,031 { $1, 529,370
Increases:
Charters fssued ..o 39 21,092, 750

Capital stock:
195 cases by statutory sale. ...

25, 592, 636

475 cases by statutory stock dividends 149, 489, 460
1 case by conversion of preferred stock 111, 600
32 cases by statutory consolidation..._.. 10, 271,015
24 cases by statutory merger. ... 7,565, 325
Total INCreases. o oo o oa oo oo 39 214,122,786 |- ____.__...
Decroases:
Voluntary liquidations. - ..o e 6 550,000 Joceeoeooaan.
Statutory consolidations. S P
Statutory mergers...e..o-..... 12 | e
Conversions into State banks. - 5 505, 000
Merged or consolidated with St 13 11, 010, 000
Receivership.ocoeoeeooaoooo 1 50, 000

Capital stock: .
2 cases by statutory reduction. - _ o me | 33,783
. 269, 675

2 cases by statutory merger. .

3 cases by retirement. . oo e 206, 070

Total deCreases. - o oo oo ccimeaas 53 12, 418, 458 206, 070

Net change . . oo oot —-14 201, 704, 328 —206, 070
Charters in force June 30, 1961, and authorized capital stock *._... 4,525 | 3,477,614, 359 1,323, 300

1t These figures differ from those in the preceding table. The figures as of June 30, 1961, include 1 new
bank not yet open for business, and 1 bank in process of merging or consolidating with and into a State
bank under the provisions of the act of Aug. 17, 1950 (12 U.8.C. 214), and exclude 1 hank consolidated with
another national bank under the provisions of the act of Nov. 7, 1918, as amended (12 U.8.C. 215).
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Bureau of Customs

The major responsibility of the Bureau of Customs is to administer
the Tarff Act of 1930, as amended. Its primary duties include the
assessment and collection of all duties, taxes, and fees due on imported
merchandise, the enforcement of customs and related laws, and the
administration of certain navigation laws and treaties. As an enforce-
ment organization, customs is concerned primarily with combating
smuggling and frauds on the revenue. It also enforces the regulations
of numerous other Federal agencies.

Collections

Revenue collected by the Customs Service during the fiscal year
1961 totaled more than $1,423 million, or 6.4 percent less than the
$1,520 million collected in 1960. In addition to customs collections,
the total included certain taxes collected for the Internal Revenue
Service and some collections for other Government agencies. Larger
customs collections than in fiscal 1960 were reported by 15 customs
districts. Collections by customs districts are shown in table 94.

Customs collections alone amounted to almost $1,017 million, 10.1
percent less than the $1,131 million collected in 1960. Almost $1,008
million was derived from duties (including import taxes) levied on
imported merchandise. They also included tonnage taxes, fees, and
fines and penalties for the violation of customs and navigation laws.
Collections by Customs of internal revenue taxes on imported liquors,
wines, perfumes, etc., amounted to over $406 million, 4.5 percent
more than the $389 million collected in 1960. Miscellaneous collec-
tions amounted to almost $9 million, an increase of 17.8 percent over
thgse in 1960. The major classes of all collections are shown in
table 19.

During the fiscal year 1960 almost 41 percent of all imports into
the United States was duty free. Included were some commodities,
such as copper and iron and steel scrap, imported free for Government
stockpile purposes, or authorized by special acts of Congress for free
entry although dutiable under the Tariff Act of 1930, or taxable under
the Internal Revenue Code. The 59 percent which was dutiable
constituted the basis of customs duties on imports.

Values and collections on dutiable imports by tariff schedule and
country for fiscal 1960, which were omitted from the 1960 annual
report because of technical difficulties will be found in tables 97
through 100. The comparable statistics subsequent to the fiscal year
1960 will not be published by the Treasury Department, but will be
provided by the Bureau of the Census and incorporated in Depart-
ment of Commerce publications.

By commodities.—During fiscal 1960, for the ninth consecutive year,
imports of metals and manufactures were the largest single source of
customs revenue, with an increase of 25.6 percent more in duty
collections than in fiscal 1959. The sundries schedule remained in
second place with an increase of 42.7 percent, followed by the wool
schedule with an increase of 8 percent. The value of dutiable and
taxable imports for consumption and duties and taxes collected by
tariff schedules for fiscal 1959 and 1960, will be found in table 99.
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The value of and duties collected on imports for consumption by
the calendar years 1949 through 1959 are shown in tables 97 and 98.

By countries of origin.—Imports from Japan again were the largest
source of customs revenue and duties collected thereon were 28.3
percent more than in 1959. The United Kingdom ranked second
with an increase of 9.1 percent. The Federal Republic of Germany,
with an increase of 27.2 percent, ranked third. Canada remains in
fourth place with an increase in duties of 14.2 percent.

Customs operations in 1961

Vehicles and persens entering.—More than 45.1 million carriers
entered United States harbors, international airports, or crossed
United States borders during fiscal 1961, bringing over 131 million
persons. In addition, over 27 million persons walked across the
borders. ~Altogether more than 158 million persons were subject to
customs inspection. There was a 3.6 percent increase in carriers and
a 5.8 percent increase in persons entering the United States in fiscal
1961 as compared with fiscal 1960. Statistics for the two years are
contained in tables 101 and 102,

Entries of merchandise.—Imports into the United States in fiscal
1961 decreased for the first time in many years. The value of imports
totaled $13.8 billion, down $1.5 billion from the entries in fiscal 1960.
Formal entries of merchandise, comprising consumption, warehouse,
and rewarehouse, exceeded one million for the sixth consecutive year.
There were 1,398,123 formal entries filed during fiscal 1961, 5.3
percent less than those in 1960. Informal entries and baggage
declarations covering mail importations and other shipments valued
at less than $250, totaled 5,481,650, an increase of 18.7 percent.
The volume of entries handled by customs officers during the past
two years is shown in table 95.

Drawback transactions.—Drawback allowance on the importation
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.  The total drawback
paid in fiscal 1961 was $11,595,663, which included an increase of
35.1 percent over fiscal 1960. The principal imported materials used
in manufacturing exports in 1961 were aluminum; chemicals; cotton
cloth; iron and steel semimanufactures; lead ore, matte pigs, and bars;
nonmetallic minerals and manufactures; paper and manufactures. ;
petroleum and products; sugar; tobacco, unmanufactured; and watch
movements. Table 96 shows the drawback transactions for 1960
and 1961.

Appraisement of merchandise (including Customs Information FEu-
change).—For the first time in six years there was a slight decrease in
the number of invoices examined by appraisers’ personnel. During
fiscal 1961, 2,181,008 invoices were filed, compared with 2,322,480 in-
voices in 19;60, a decrease of 6.1 percent. The total number of pack-
ages examined by appraisers’ personnel decreased 0.6 percent from
1,386,158 during 1960 to 1,377,351 in fiscal 1961. This decrease was
not in proportion to the decrease in all invoices and may be attributed
to new products which require more examinations per invoice.
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The backlog of unappraised invoices over 30 days old decreased
during fiscal 1961 from 247,000 to 194,000, a reduction of 21.6 percent.
The decrease resulted from the smaller number of invoices received
and the concentration of field personnel on reducing backlogs.

Under the Antidumping Act, 32 complaints of dumping were re-
ceived as compared with 33 in 1960. Thirty-five cases were disposed
of, leaving 29 under investigation at the end of fiscal 1961, compared
with 32 a year earlier. For a determination as to possible injury to
American industry, ten cases were referred to the United States Tariff
Commission.

No new cases of countervailing duty were received during fiscal
1961. Of the five cases carried over from the year before, two were
closed, leaving three on hand.

The activities of the Customs Information Exchange in New York,
N.Y., continued at the high level of 1960. Appraisers’ reports of
classification and value, covering a cross section of importation of
merchandise received at each port, totaled 78,000 compared with
79,000 in 1960. These reports indicate the relative number of com-
modity items received at any given port for the first time, as well as
regularly received items at new prices or subject to different terms of
sale from previous shipments.

Differences in classification and value indicate the number of in-
stances where information as to the value or classification of merchan-
dise varied among ports or when the conclusions of appraising officers
differed. In the latter, additional study and analysis were required
before a uniform price or rate could be established. There were
7,243 reports of value differences during fiscal 1961, as compared with
8,882 in 1960. Differences in classification totaled 4,803 during 1961
compared with 4,502 in 1960, indicating a continuing increase 1 new
commodities received.

Foreign inquiries requiring detailed 1nvestigations abroad to secure
information for appraisement purposes decreased from 244 in fiscal
1960 to 215 in 1961. This 11.9 percent decrease may be ascribed to
the continuing effect of the elimination of foreign value as a basis of
appraisement under the terms of the Customs Simplification Act of
1956 (19 U.S.C. 1402), and to present procedure which permits the use
of a foreign inquiry only as a last resort in securing value information.

Technical services.—This division of the Customs Service furnishes
chemical, engineering, statistical weighing and sampling, and other
scientific and technical services; provides proper weighing and gauging
equipment and standards; designs and oversees the construction of
border inspection stations; and directs the field operations of Customs
laboratories. Developing and supplying investigative aids for en-
forcement officers is a continuing function of the laboratories.

The laboratories analyzed approximately 124 thousand samples in
fiscal 1961. A slight decrease from 1960 was occasioned by a signifi-
cant decrease in the number of raw sugar samples due to a change to
bulk handling and to improved sampling practices. Samples of im-
ported merchandise submitted to obtamn information necessary to
assist in appraisement and tariff classification made up a large ma-
jority of those analyzed. Other types analyzed were those taken from
seizures, mostly narcotics and prohibited merchandise; preshipment

r Revised.
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samples of merchandise intended for shipment to the United States
analyzed to assist in establishing proper classification; and samples
tested for other Government agencies.

Chief chemists provided statistical quality control of sample
weighing operations by making analyses of cargo sample weighing
data to assure that accuracy and precision were within control limits.
Ninety-nine cargoes of raw sugar, 50 cargoes of refined sugar, 75
cargoes of cigarette tobacco, and 1 cargo of rayon were weighed
by statistically controlled methods. Statistical review of the verifi-
cation of liquidations by comptrollers (final determination of duty
and taxes) was continued. A special exchange sampling technique
was tried out under this program. A factor based on statistical
evaluation was developed to assist in gauging Greek black olives.
The division recommended approval of bulk weighing equipment
meeting customs specifications at a number of locations.

In cooperation with the Immigration and Naturalization Service,
plans were prepared for a number of border stations with residences.
Contracts were awarded for residences at Pittsburg, N.H., and
Lukeville, Ariz., and for inspection stations and two residences at
Roseau, Minn., Maida, N.D., and Del Bonita, Mont.

Construction plans of various projects involving space for customs
grepared by the General Services Administration or engineering

rms were reviewed and appropriate changes recommended. Major
projects include Jackman, Maine, Lewiston Bridge, N.Y., Sault
Ste. Marie, Mich., Massena, N.Y., and Sweetgrass, Mont. Inspection
facilities at Eagle Pass, Tex., and Dunseith, N.D., previously re-
viewed, were completed. Preliminary plans for future stations at
a number of locations were reviewed with appropriate recommenda-
tions.

Export control.—During fiscal 1961 export declarations authen-
ticated increased 6.2 percent over 1960, while shipments examined
increased 23.6 percent. The number of seizures increased 12.1 per-
cent and their value increased 163.4 percent. The following table
shows the volume of export control activities.

Activity 1860 1961 Percentage

increase
Export declarations authenticated . . ... _____.._______ 4,474,425 | 4,758,249 6.2
Shipments examined 482, 737 596, 457 23.6
Number of seizures . - 198 222 12.1
Value of Seizures . o o . oot eiimcaeeen $249, 385 $656, 903 163. 4
Export control employees. - - - oo oo e 160 173 &1

At the request of the Department of Commerce, this Bureau added
the name of Cuba to and made certain revisions in the list of countries
to which vessels cannot be cleared without first filing complete out-
ward foreign manifests and all required export declarations The
list includes countries in the Sino-Soviet bloc, Hong Kong, and
Macao, and names among others, the Communist-controlled areas
of Vietnam, East Germany (Soviet Zone of Germany and the Soviet
Sector of Berlin), North Korea, and Outer Mongolia. Similar re-
strictions have been imposed upon aircraft departures.
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Protests and appeals—Protests filed by importers against the rate
and amount of duty assessed and other decisions made by collectors
of customs increased 9.7 percent. Appeals for reappraisement filed
by importers who did not agree with appraisers as to the value of
merchandise increased 25.3 percent. The following table shows the
number of protests and appeals filed and acted upon during fiscal
1960 and 1961.

Percentage
Protests and appeals 1960 1961 increase, or
decrease (—)

Protests:
Filed with collectors by importers_ ... ... . . ____ 32, 469 35, 627 9.
Allowed by collectors. ..o oo ool 4, 509 3, 532 ~21.7
Denied by collectors and forwarded to customs court. - 33, 881 27,907 —17.6
Appeals for reappraisement filed with collectors... ... 21,773 27, 281 25.3

Marine activities—The American merchant marine continued its
steady growth during fiscal 1961. At the end of the year the docu-
mented fleet totaled 51,115 vessels as compared with 48,884 at the
end of 1960, an increase of 4.6 percent. During the year, 1,714 vessels
were removed from documentation and about 3,945 vessels (roughly
the total number of all sizes built) never before documented were
added. Approximately 7,500 were documented as yachts, while
almost 43,600 were authorized through documentation to be used in
commercial activities in the foreign, coasting, or fishing trades.
There was an increase of 36.4 percent in the number of vessels docu-
mented as yachts during this fiscal year. The continued increase in
the documentation of yachts can be attributed, at least in part, to
the effect of the Federal Boating Act of 1958 (46 U.S.C. 527) which
permits the States to number vessels under certain conditions.
Yachtsmen have been documenting their vessels rather than obtain-
ing numbers under the various States’ laws. The following table
sh(:iws the volume of marine documentation during fiscal years 1960
and 1961.

Percentage
Activity 1960 1961 inerease, or
decrease (—)

Total vessels documented at end of year. .. .cocceecoaaoma oo 48, 884 51,115 4.6
Documents issued (registers, enrollments, and licenscs) 15,840 17, 396 9.8
Licenses renewed and changes of master endorsed.. 46, 623 47, 440 1.8
Mortgages, satisfactions, notices of len, bills of sale,

of title, and other instruments of title recorded.... 14,414 14,954 3.7
Abstracts of title and certificates of ownership issued_. 6,885 7,754 12.6
Navigation fines imposed. . _____....__ 3,063 2,919 —4.7
Tonnage tax payments. ... .. _______.. 23,016 23,731 3.1

A number of vessels admeasured during the fiscal year were large
cargo vessels admitted to American registry for the first time or
returned in order, apparently, to be entitled to participate in the
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transportation of American foreign-aid cargo. Not less than 50 per-
cent of such cargoes are required by law to be carried in American
vessels. The transfer to American registry became desirable because
of the decline in foreign cargo available through other sources.

The arrangements made with the Panama Canal Company to
receive direct notification of any changes in tonnages shown on
Panama Canal certificates issued by the Bureau have resulted in the
receipt of information from the Canal which has been found to affect
the tonnages of such vessels under American registry as well as Canal
tonnages. As a consequence the Bureau has issued new rulings
concerning the treatment of propelling machinery spaces, unoccupied
sleeping rooms for spare crew members, and related matters.

Instructions were issued during the year on the admeasurement
procedures to be followed in connection with new classes or types of
vessels, principally nuclear-powered vessels, hydrofoils, and a type of
collapsible container of flexible sausage-shaped barge, known as a
Dracone and, intended for use in a partially submerged condition in
the transportation of fuel oil or other liquid cargoes. When filled
the Dracone is intended to be towed afloat and when empty is to be
rolled up on a reel for transportation as deck cargo. This type of
contrivance is, of course, one that was not within the contemplation of
those who drafted the original admeasurement laws and the applica-
tion of the statutory provisions to such craft presents many problems.

A bill to repeal a number of statutes which established certain
marine fees and prohibited the collection of others was reintroduced
in the first session of the 87th Congress. This bill, if enacted, would
permit the Bureau to charge for certain services such as the documen-
tation of vessels, renewals of licenses, and entry and clearance under
regulations to be prescribed by the Secretary of the Treasury under
the authority of section 140 of Title 5, United States Code.

A number of other legislative proposals affecting functions ad-
ministered under the navigation laws of the United States were
reviewed during the year. Included among those proposals were:
Draft legislation to permit certain transportation on Canadian vessels
between ports in Alaska and in some cases between such ports and
other points in the United States outside of Alaska; the collection of
statistics on movements in the foreign trade of the United States and
in trade with certain noncontiguous areas; the admeasurement of
small vessels under a simplified procedure; the importation of fish into
the Virgin Islands by foreign vessels; the operation of fishing vessels
transporting the catches of other vessels while under enrollment and
license; the admission of a class of vessels of 12,500 gross tons or
more to American registry for the coastwise trade, even though
formerly under foreign registry; the elimination of the form of oath
required on shippers’ export declarations; the documentation of ves-
sels sold or transferred while abroad; and a number of bills providing
for the admission of specifically named foreign vessels to American
registry.
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The following table shows entrances and clearances of vessels in
fiscal 1960 and 1961.

Percentage
Vessel movements 1960 1961 increase, or
decrease (—)
Entrances:
Direet from foreign POrtS. .o oo oee e 53,326 48, 364 -9.3
Via other domestic ports. ..o oo oo amiees 37,451 38, 459 2.7
B0 7. NS 90, 777 86,823 —4.4
Clearances:
Direet to foreign ports. .. . oo oL 51, 086 46, 421 —9.1
Via other domestic ports. .o o 37,913 38,193 L7
Lotal . o e 88, 999 84,614 —4.9

Waivers of the navigation laws of the United States were granted
upon request under the special authority contained in the act of
December 27, 1950 (46 U.S.C. 1 note), to permit certain vessels used
in transporting material dredged from the Great Lakes connecting
channels to proceed into Canadian waters without clearing upon
departure or entering upon return to the United States. The pro-
gram under which the vessels concerned are operating is designed to
increase the usability of the waters forming a part of the systems
served by the Saint Lawrence Seaway project.

A further waiver in 1961 permitted a Canadian tug to tow an
American barge to a worksite on the Saint Lawrence River near
Rooseveltown; this also was an operation related to the Seaway
project.

General instructions were issued to customs marine officers in the
field covering: The marking of names and hailing ports on vessels;
defining and standardizing the requirements for small vessels; the
position of the Bureau in construing bareboat charters for yachts
and distinguishing such charters from time charters and the penalties
to be imposed for violations; the accession of the Republic of Haiti
to the International Lioad Line Convention; a procedure for determin-
ing whether any particular body of water is to be regarded as forming
a part of the navigable waters of the United States for applicability of
Federal statutes and Bureau regulations; the recording and indexing
of a type of vessel title instrument designed to serve as a combined
bill of sale, mortgage, and assignment of mortgage; and the procedure
followed by disposal agencies in the sale of vessels from the reserve
or laid-up fleets of the United States.

The first study stage of the program to develop a simplified system
of ship registry was completed. A proposed documentation pro-
cedure package which may be used as a basis for recommending
revision of the present ship registry laws is being drafted for comment
by both Government and industry.

A Water Transportation Facilitation Committee composed of all
Goverment agencies interested in shipping problems was organized
at the beginning of the year under the sponsorship of the Department
of Commerce. One of the first activities in which this committee
expressed an interest was the customs program for the simplification
of entry and clearance controls. Revised customs control forms are
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being drafted. It is anticipated that this beginning will lead to
other improvements through the cooperation of Government and
industry.

The biennial conference of the Convention for Uniform Tonnage
Measurement Rules, signed at Oslo on June 10, 1947, was held in
Reykjavik, Iceland, June 14 to 29, 1961. The meeting was attended
by delegates from Denmark, Federal Republic of Germany, Finland,
France, Iceland, Israel, Netherlands, Norway, and Sweden. Observ-
ers represented Japan, Poland, the United Kingdom, and the United
States. Observers were also present from the Suez Canal Authority,
the Intergovernmental Maritime Consultative Organization, and the
Classification Societies of Bureau Veritas, Germanischerlloyd, and
Lloyd’s Register of Shipping.

Although the United States is not a member of this convention,
it is faced with many of the tonnage measurement problems discussed
at the meeting. In the light of the discussions which took place, the
U.S. observers representing the Treasury Department and the shipping
industry were convinced more than ever of the soundness of the posi-
tion of the United States in seeking a simplified method of tonnage
measurement.

The same observers represented the United States as official mem-
bers of the working group of the Subcommittee on Tonnage Measure-
ment, Intergovernmental Maritime Consultative Organization, which
met at London July 3 to 6, 1961. As a result of the attendance at
the Reykjavik meeting the United States proposals were considered
with interest and were to be placed before the meeting of the full
subcommittee to be held in December 1961.

Law enforcement and investigative activities.—The Customs Agency
Service conducted 18,828 investigations during 1961 compared with
17,717 * in 1960, an increase of 6.3 percent. These investigations
were made under the customs, navigation, and related laws adminis-
tered by the Bureau of Customs and several laws administered by
other Government agencies and enforced by Customs. Table 104
showing the number of cases investigated during 1960 and 1961,
reflects the continued emphasis on criminal cases. Investigation of
noncriminal matters remained fairly constant. The increase in num-
ber of export control violations and an increase in the smuggling of
arms and ammunition out of the country resulted from the embargo
on the shipment to Cuba, effective October 20, 1960, of all types of
merchandise except foods and medicines.

Other major enforcement problems remained much the same as in
previous years. The smuggling of narcotic drugs and marihuana was
the most important, with the smuggling of watches, jewelry, and other
types of expensive merchandise almost as great. Although there was
a decline in the number of investigations involving undervaluations
and false invoicing, they still constituted a major problem. As indi-
cated above, the ilegal exportation of arms and ammunition and
general merchandise to Cuba assumed increased importance.

Customs agents made 147 seizures of heroin totaling 11,177.13
grams during 1961, compared with 132 seizures totaling 8,479.21 grams
1n fiscal 1960. In 1961 there were 28 seizures of opium amounting to
44.75 kilograms, compared with 25 seizures of 6.79 kilograms during

t Revised.,
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fiscal 1960. The two largest of these lots originated in Calcutta, and
one was the largest apprehended in the United States since 1952.

Marihuana seizures during fiscal 1961 numbered 397 aggregating
3,645.573 kilograms, as against 386 seizures of 1,255.850 kilograms
during fiscal 1960. However, not all of the increase in marihuana
seizures represented attempted smuggling, since the largest seizure of
all, made on April 19, 1961, involved 26 kilograms of viable marihuana
seed and 2,028 kilograms of hemp stalks, which a large American firm
was innocently attempting to import for use in experiments to deter-
mine if the fibers were suitable for making paper. Even excluding
this 1tem, however, the year to year increase was still more than 28
percent. Mexico continued to be the source of 95 percent of the
marihuana consumed in the United States.

While Europe is still the main supplier of the heroin used in the
United States, customs seizures consisted in large part of heroin from
the Far East, manufactured mainly in Macao from morphine extracted
from opium in Bangkok. United States customs officers stationed in
the Orient report that the quantities of narcotics available in that area
are almost unbelievably large. In November and December 1960,
for instance, the authorities in Hong Kong made seizures on two
vessels arriving from Bangkok which involved a total of 1,984 pounds
of opium and 330 pounds of block morphine. At about the same
time a seizure of 2.2 tons of raw opium was made in Thailand.

Customs agents made 1,483 arrests and convicted 743 violators,
compared with 1,317 arrests and 784 convictions in 1960. The
following table shows the number of arrests and - dispositions during
fiscal 1960 and 1961.

Percentage

Activity 1960 1961 increase, or

decrease (—)
ArrestS . o el 1,317 1,483 12.6
COnVICHIONS. - o oo e 784 743 —5.2
Acquittals oo eeiaaas 55 34 —38.2
Nolle Prossed - oo iiicccieeen 101 101 |
DiSIISSeA - - o e 288 399 38.5
Not indicted-y -commamo ool 11 14 27.3
Under, or awaiting indictment._. | 422 366 -13.3

Turned over to State and other Federal authorities for prose-

[ 13 1 S Uy 93 208 123.7

During fiscal 1961 customs agents and enforcement officers made
4,017 seizures as compared with 1,570 in 1960. Fines and penalties
incurred in fiscal 1961 totaled $28,469,300 compared with $13,730,125
in 1960,

Reflected in the 1961 statistics is the effectiveness of the customs
enforcement officers in the first full year they were a part of the
Customs Agency Service. Under the new management and a revi-
talized program of training personnel, and higher grades of radio and
automobile equipment, customs enforcement officers arrested 265
persons and made 2,579 seizures of miscellaneous merchandise valued
at $8,409,141. Of this, $7,975,000 is the value placed on nine ocean-
going vessels seized under the mandatory provisions of an act approved
June 17, 1930 (19 U.S.C. 1453), which requires special licenses before
lading or unlading merchandise from any vessel. These officers



ADMINISTRATIVE REPORTS 153

also made 250 seizures of marihuana weighing 38.42 kilograms and 59
seizures of opium and heroin weighing 43.14 kilograms.

Seizures of merchandise throughout the country by all types of
customs officers during fiscal 1961 for violation of laws enforced by
the Customs Service numbered 14,658 with an appraised value of
$15,850,918, compared with 13,950 seizures in 1960, appraised at
$8,677,279. This was an increase of 5.1 percent in the number of
seizures and an increase of 82.7 percent in the appraised value. Title
to only a small fraction of these seizures actually passed to the Govern-
ment, as the majority are destroyed or returned to the owners upon
payment of fines or penalties. Details of seizures are shown in table
103.

Foreign trade zones—During fiscal 1961 large quantities of Brazil
nuts, pharmaceuticals, transistor radios, lead, zinc, sugar, tale, and
heavy machinery continued to flow in and out of Foreign Trade
Zone No. 1 at New York, N.Y. Five ships berthed to lade domestic
ship’s stores and 44 ships used the zone facilities for discharging
cargo from foreign countries. Raw cotton is brought into Foreign
Trade Zone No. 2 at New Orleans, La., from foreign countries, manu-
factured into cotton card laps, and then shipped to mills for further
cotton manufacturing. Activities at the San Francisco Foreign
Trade Zone (No. 3) remained at approximately the same level as
during 1960, although duties and taxes collected increased by 21
percent. There were decreases in all activities at Foreign Trade
Zone No. 4 at Seattle, Wash. Foreign Trade Zone No. 7 at Maya-
guez, Puerto Rico, and Foreign Trade Zone No. 8§ at Toledo, Ohio,
were approved but were not activated until fiscal 1962.

The following table contains a brief summary of foreign trade
zone operations during fiscal 1961.

Received in zone Delivered from zone | Duties and

Number internal

Trade zone of revenue

entries Long tons Value Long tons Value taxes

collected
New YorKecoooeoooooane 5,747 45,007 | $35, 228, 900 44,374 | $39,963,001 | $4,390,372
New Orleans_____...______ 3,410 36,217 17, 956, 204 40, 634 22,178, 988 1,147,020
San Francisco 6,344 1,953 2,272,874 2,077 2,314, 648 267, 511
L34 2 L, 658 297 551, 565 484 724,998 86, 390

Customs ports of entry, stations, and airports—The limits of the
port of Los Angeles, Calit., were extended and redescribed to include
all the territory within the corporate limits of Los Angeles (which
include San Pedro and Wilmington, Calif.), the territory within the
corporate limits of El Segundo, Long Beach, and Signal Hill, Calif.,
and in addition, certain other territory lying east of the corporate
limits of Los Angeles. Kodiak, and Anchorage, Alaska, and Port
Canaveral, Fla., were designated ports of entry. St. Juste, Quebec,
Canada; Houma, La., and Culebra, Puerto Rico, were designated as
customs stations. The designations of Lac Frontiere, Quebec,
Canada, and Fort Yukon, Alaska, as customs stations were revoked.
The name of the customs station at Connecticut Lakes, N.H., was
changed to Pittsburg, N.H. Customs preflight inspection offices
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were established at Kindley Field, Bermuda, and at Vancouver
International Airport, Vancouver, B.C., Canada.

Cost of administration

Regular nonreimbursable customs employment increased 1.6
percent in 1961. Total employment increased 1.8 percent. Export
control employment, financed by funds from the Department of
Commerce, increased 8.1 percent, while employment financed by
funds transferred from the Department of Agriculture increased 6.8

ercent.
P Customs operating expenses totaled $62,109,562, including export
coutrol expenses and the cost of additional inspection reimbursed by
the Department of Agriculture.

The following table shows man-year employment data in fiscal
1960 and 1961.

Operation Man-years | Man-years | Percentage
1960 1961 increase

Regular customs operations:

Nonreimbursable - maees 7,213 7,328 1.6
Reimbursable 1. o e 299 302 1.0
Total regular customs employment. . _-cocoeemoeoaeanaas 7,512 7,630 1.6
Export control ... ... e m e emmmmmmmee—caano- 160 173 8.1
Additional inspection for Department of Agriculture. .. .._._.___. 176 188 6.8
Total employment .. e 7,848 7,991 1.8

1 Salaries reimbursed to the Government by the private firms who received the exclusive services of these
employees.

Management improvement program

Management improvement in fiscal 1961 was concentrated primarily
on projects to facilitate trade and travel in contrast to Bureau opera-
tions which received special attention in 1960. Total savings of
$188,200 were realized. The savings were used to finance several
essential but unbudgeted projects, including preflight clearance at
Bermuda and Vancouver, and a special customs training program for
enforcement officers as well as to reduce backlogs of work and to meet
unexpectedly large costs for miscellaneous services.

International trade.—A significant reduction was made in the entries
awaiting liquidation (the final determination of duties and taxes due),
which had reached an alltime peak of 642,000 on December 31, 1960.
During the last six months of fiscal 1961 a reduction of 85,000 entries
was made, chiefly by a high rate of individual production through
improved procedures and the additional manpower obtained with
funds authorized in 1960 and 1961. During the same period the
invoices awaiting action by the appraisers were reduced by 60,000, a
substantial reduction in another area where the backlog was large.

New procedures were developed to facilitate the customs entry and
release of lift vans, cargo vans, and other large cargo containers, and
also to simplify substantially the inspection, examination, and release
of the merchandise imported in these containers. The new procedures
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recognize the increasing use of cargo containers by the transportation
industry.

The continuous customs supervision of the discharge of bulk petro-
leum cargoes, which was successfully discontinued at Philadelphia in
1960, has been ended at all ports. Continuous supervision over the
withdrawal of oil from bonded tanks for use as bunker fuel was elimi-
nated also under certain conditions. The new procedures adequately
safeguard the revenue while permitting better utilization of inspection
manpower and substantial savings to the oil companies in reimbursable
overtime charges.

Customs regulations were amended to permit warehouse with-
drawals for smelted or refined metal to be filed for a greater quantity
than that on hand in a smelted or refined state. This procedure
benefits importers by permitting them to take advantage of any quota
that may be opened while the smelting or refining process is underway.

The customs treatment of shipments arriving at one port for
immediate transportation in bond to another port was facilitated by a
new procedure which permits collectors of customs at destination ports
under certain conditions to accept entry for the packages in the ship-
ment even though the marks and numbers on the packages do not
agree with the manifest. This procedure will eliminate technical and
storage problems.

A new procedure permits horses which are temporarily imported for
exhibition and competition to be entered under the informal entry
procedure. Also, the bond given by the importer to guaranty sub-
sequent exportation does not require surety or cash in lieu of surety.
The new procedure saves importers the expense and inconvenience of
filing formal entry supported by surety bonds.

A power of attorney from an importer in favor of an unincorporated
customhouse broker is no longer required to contain the name of each
broker’s employee who has been designated by the broker to act for
him in customs matters. This simplification makes it unnecessary for
a broker to secure new powers of attorney for all his clients every time
he wishes to designate a new employee to act for him.

The airline companies operating international flights were benefited
by the establishment of a new consolidated bond which incorporates
and replaces four separate bonds previously required. The new bond
may run indefinitely thereby eliminating the need for yearly renewals.
The approval of each bond is published in the weekly Treasury
Decisions which makes it unnecessary for the airline to provide a copy
of the bond for each port where it will conduct business.

The administrative settlement of protests in which there is no dis-
pute between the collector of customs and the importer was facilitated
by a new policy which permits collectors to validate the protest and
make appropriate adjustments even though it was not possible to do
so within the 90 days prescribed by the Tariff Act of 1930. Previ-
ously many offices forwarded all protests over 90 days old to the
Customs Court, even though they agreed with the contentions of the
importer. .

614359—62——11
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Standards were issued for the uniform application of penalties for
violation of the customs laws relating to the arrival of conveyances,
persons, and merchandise from contiguous countries.

International travel.—A study of customs inspection of passengers’
baggage at air, sea, and border ports of entry, was designed to deter-
mine whether current requirements and procedures unnecessarily dis-
courage foreign tourists from visiting the United States; and if so, to
recommend corrective action. A task force of citizens organized to
make the study includes persons interested in travel and transpor-
tation, experts in business management and governmental procedures,
a sociologist, and an authority on public relations. Most large ports
of entry were to be visited by the members during the summer of 1961.

Customs preflight inspection offices were established at Kindley
Field, Bermuda, and at Vancouver International Airport, Vancouver,
B.C., Canada. Under this procedure, persons departing on direct
flight by commercial aircraft to the United States clear through the
U.S. Customs before boarding the aircraft. Preclearance enables
them to proceed without further delay upon arrival in the United
States. Similar procedures were already in effect at Toronto, Mon-
treal, and Winnipeg, Canada, and at Nassau, Bahama Islands.

Customs requirements were amended to permlt the vehicles carry-
ing the equipment of nonresident athletic teams and theatrical troupes
to be admitted without formal customs entry regardless of the number
of cities in which they will appear while on tour. Previously, formal
entries had to be filed for these vehicles whenever the teams or
troupes appeared in more than one city.

Bureau operations

The efficiency and effectiveness of the enforcement operations of the
Customs Agency Service were increased substantially by the installa-
tion of a uniform radio system. The system consists of repeater
stations, two-way automobile radios, and portable units, all of which
operate on the same frequency, thereby providing flexibility and in-
creased range of communication. Another innovation in customs
enforcement work was introduced at New York’s Idlewild Airport
when closed circuit television cameras were installed to monitor a
wide area where planes discharge passengers, baggage, and freight.

An extensive training program in law enforcement techniques was
developed and presented to customs enforcement officers who were
transferred from the offices of the collectors of customs to the Customs
Agency Service in 1960. The training course was designed to ac-
quaint the enforcement officers with the latest developments in en-
forcement methods and to prepare them for the more important
enforcement duties to which they will be assigned.

An office of regional customs representative with jurisdiction over
all Customs Agency Service activities in the Far East has been estab-
lished in Tokyo, Japan, primarily to provide better control and co-
ordination of enforcement activities in that area.

A new program was developed and installed to provide for system-
atic interviews of newly hired employees 90 days after they enter on
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duty. These interviews will assist in improving selection and place-
ment procedures and will determine whether the employee is satis-
factorily adjusted to the job and fully understands his rights, priv-
leges, and obligations.

The new safety policy of the Secretary of the Treasury was put
into effect and all local safety programs were reviewed. Steps were
taken to supply hearing protection devices to customs officers who
are required to work in close proximity to jet aircraft.

A new system for the preparation, issuance, and filing of circu-
larized directives was installed during the year. The more important
features include: A reduction from ten to two in the types of
directives; a new format designed to increase clarity; and a classifica~
tion system which insures that all on the same subject are filed
together. At the same time the number of outstanding directives
was reduced from 5,000 to 1,400.

The program for the monthly reporting of statistical data by the
field ofﬁ%es to the Washington headquarters was reviewed and revised.
A new report form was designed to replace three separate forms
previously used.

A manual of auditing standards and techniques was prepared and
distributed to all comptrollers of customs. The manual will be used
as a guide by customs auditors in performing onsite audits of customs
field offices and will be useful in the training of new auditors.

Criteria were established for use in determining under what condi-
tions a customs form will be priced or distributed free. The less
expensive offset method was adopted for printing certain forms.
Savings realized to the Government are expected to range from
$20,000 to $40,000 yearly.

A forms improvement workshop in the office of the U.S. Appraiser
of Merchandise at New York, N.Y., eliminated 55,000 filing operations
annually and 10,000 copies of forms or form letters, the preparation
of 17,000 pieces of correspondence, and 142,000 postings. A review
of locally reproduced forms, using the General Services Administration
pamphlet Forms Analysis as a guide, resulted in the elimination of
almost 250 forms. In addition the Washington headquarters office
in its review of printed customs forms abolished 8, established 11 new
forms, and revised 55.

Management teams and officials from the Washington headquarters
office inspected 16 customs districts during the year. Manpower
requirements were reevaluated in terms of existing and anticipated
workloads, simplified procedures were installed, and other improve-
ments made which resulted in the facilitation of trade and travel and
annual recurring savings of $30,000.

A total of 762 employee suggestions was received of which 213 were
adopted, with awards of $5,398. Identifiable savings resulting from
adopted suggestions amounted to $53,399.

Legislation

An important piece of legislation affecting customs business was
Public Law 87-132, approved August 10, 1961. This law amended
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paragraph 1798(c)(2) of the Tariff Act of 1930 by reducing the duty
exemption for U.S. residents returning to the United States on and
after September 9, 1961, and before July 1, 1963. The $200 exemp-
tion under subdivision (A) was reduced to $100 and the $300 exemp-
tion under subdivision (B) was eliminated.

Formerly a returning resident who had been out of the country
over 12 days could bring in a maximum of $500 worth of personal and
household goods duty free. Under the new law he is entitled to only
$100. Although it was not the purpose of this law to produce revenue,
there will be some small additional collections. Its purpose was to
reduce U.S. tourists’ purchases abroad and thus reduce the outflow
of U.S. gold and improve our balance-of-payments position.

Early indications are that its purpose is being accomplished.

Office of Defense Lending

The Office of Defense Lending was established on July 1, 1957,
by Treasury Order No. 185. Assigned to this Office were the follow-
ing functions which had been transferred to the Secretary of the
Treasury.

Activities under the Defense Production Act

The making and administering of loans to private business enter-
prises under the authority of section 302 of the Defense Production
Act of 1950, as amended (50 app. U.S.C. 2153), were assigned to the
Secretary of the Treasury by Executive Order No. 10489, dated
September 26, 1953. Under section 302, this Office can consider only
applications for loans which are certified as essential for national
defense purposes by the Office of Civil and Defense Mobilization.
No new loans were authorized during the fiscal year 1961.

On July 1, 1960, there were loans outstanding amounting to $162.9
million and deferred participation commitments of $14.7 million. By
the close of fiscal 1961 these loans had been reduced to $121.6 million
and commitments to $13.6 million.

Civil defense loans

The lending functions under section 409 of the Federal Civil Defense
Act were transferred to the Secretary of the Treasury on September
28, 1953, pursuant to section 104 of the Reconstruction Finance Cor-
poration Liquidation Act (50 app. U.S.C. 2261). Beginning with
fiscal 1956 no administrative expense allowance has been authorized
for this program, and no applications for new loans have been accepted.
On July 1, 1960, there were loans outstanding amounting to $904,085
and deferred participation commitments of $2,129,110. By June 30,
1961, these loans had been reduced to $798,344 and the commitments
to $1,776,138.

Liquidation of Reconstruction Finance Corporation assets

Pursuant to the provisions of Reorganization Plan No. 1 of 1957,
the Reconstruction Finance Corporation was abolished effective at
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the close of June 30, 1957. Its remaining assets, liabilities, and
obligations were transferred to the Secretary of the Treasury, the
Administrator of the Small Business Administration, the Housing
and Home Finance Administrator, and the Administrator of General
Services.

The Secretary of the Treasury is responsible for completing the
liquidation of business loans and securities with individual balances
of $250,000 or more, securities of and loans to railroads, securities of
financial institutions, and the windup of corporate affairs.

During fiscal 1961 there was paid into the Treasury as miscellaneous
receipts $4.5 million, representing net income and proceeds of liqui-
dation on the various loans, securities, and commitments. "This
brought to $44.5 million the total paid into the Treasury since July 1,
1957.

On June 30, 1961, the portfolio of RFC loans, securities, and com-
mitments amounted to $16.1 million, a reduction of $3.9 million from
the $20 million outstanding on July 1, 1960. Total reductions
effected have amounted to $39.4 million, approximately 71 percent
of the portfolio of $55.5 million transferred to the Secretary of the
Treasury on July 1, 1957.

Bureau of Engraving and Printfing

The Bureau of Engraving and Printing designs, engraves, and prints
United States currency, Federal Reserve notes, securities, postage
and revenue stamps, and various commissions, certificates, and other
forms of engraved work for Government agencies. The Bureau also
prints bonds and postage and revenue stamps for the governments of
insular possessions of the United States.

Deliveries of all classes of work to the customer agencies in the
fiscal year 1961 totaled 26,746,227,150 pieces, as compared with
27,643,428,932 pieces in 1960, a decrease of 897,201,782, or approxi-
mately 3.2 percent in the deliveries of Bureau products.

Organizational matters

Several changes were made in the organizational structure during
the year in order to improve operating efficiency. The Bureau
Organization Manual was published and distributed. It consists
of organizational charts and functional statements for all components
and a list of the organization staff and principal assistants. The
Manual is kept current through issuance of revised pages as needed.

Management attainments

The Director of the Bureau has held frequent meetings with the
Bureau Management Advisory Committee and other management
and supervisory personnel for the purpose of exchanging ideas, solving
problems, and bringing about improved operations. He has estab-
lished and appointed members to special committees to investigate
and make appropriate reports on special situations. He has also
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held frequent meetings with commlttees representing various organ-
ized groups to discuss and resolve labor-management problems.

An effective management tool which the Bureau used throughout
the fiscal year was the continuing review of manpower requirements
by which every vacancy is reviewed, and the position’s absolute need
determined before a request is made for filling the vacancy. In
addition, a special committee was appointed by the Director to study
the overall situation with the purpose of providing for improved
manpower utilization. Since the Post Office Department did not
order as many postage stamps as had been estimated, and the Bureau
converted at an accelerated pace to processing all coils on automatic
equipment, fewer employees were required. The rate of spoilage on
U.S. currency, 32-subject, decreased and the average production per
employee increased, thereby making it possible to produce the cur-
rency with fewer employees. These combined efforts, together with
other management improvements, were reflected in the reduction of
personnel from 3,191 employees at the beginning of the fiscal year to
3,038 at its close a decrease of 153.

Management p]aced continuing emphasis on the directive to keep
overtime to an absolute minimum, with a resulting reduction in paid
overtime from $277,158 for fiscal 1960 to $110,537 for 1961.

In the Bureau’s technological improvement program, extensive
research and development activities have been conducted throughout
the year. Management efforts were directed especially toward
making additional refinements and improvements in the new equip-
ment and processes employed in the manufacture of currency and
postage stamps. In an attempt to reduce spoilage, a special com-
mittee was appointed to investigate all facets of the formulation and
manufacture of the printing inks used in the production of currency.
This investigation covered the procurement of the raw materials
through the printing operations in an effort to identify the underlying
causes for the deficiencies found prevalent in such inks. To bring
about additional improved operations further modifications and re-
finements continued to be made on the high-speed rotary stamp
presses and on the coil stamp processing equipment. The Bureau
has vigorously continued other research activities relating to paper,
tape, labels, wrappings, plate wear, presses, and equipment, in order
to bring about improvements in the quahty of its products.

The Bureau has also conducted an active and continuing program
of industrial engineering studies, analyses of production processes,
and quality control surveys, to improve work methods and operations,
increase industrial efficiency, and insure development and practice of
sound quality control systems.

Close liaison was maintained with representatives of the Depart-
ment of Agriculture relative to the new food stamp program. Careful
utilization of employees and equipment permitted successful com-
pletion of food stamp coupon requirements in addition to the timely
completion of normal postage stamp book requisitions.

Reviews and audits made by the Internal Audit Staff indicate that
Bureau policies have been carried out effectively. Through financial
and management type audits, areas were identified in which substan-
tial improvements in operations and savings were made. In fiscal
1961, 74 reports of audits, containing 90 recommendations, were
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released and 52 audit recommendations were under consideration by
the responsible offices at the close of the year.

Through the excess property program, the Bureau received $41,908
from the sale of obsolete equipment and material declared excess to
Bureau needs. It obtained equipment valued at $15,467 at no charge
through the Federal utilization program.

Initiated last year the awards program promotional campaign of
presenting a pencil to each employee submitting a suggestion and one
to his supervisor was ended during 1961, after a total of 510 pencils
had been issued. It is estimated that annual recurring savings of
$29,283 will accrue to the Bureau from employee suggestions adopted
during the fiscal year. Through the records management program, 561
cubic feet of noncurrent records have been transferred from office
space to the records storage area, and 250 cubic feet of obsolete rec-
ords were destroyed. In the forms management program, 1,084
requests for form service were processed resulting in the preparation
of 71 new forms, the elimination of 129, and the improvement and
revision of 295.

The Director met with all supervisors and members of safety com-
mittees to reemphasize his personal interest in the Bureau safety
program, and to encourage supervisors to give this program their whole-
hearted support. Supervisors held similar meetings to stress the need
for an all-out effort to reduce injuries. Several new ideas were adopted
to intensify Bureau-wide interest.

The Bureau conducts a continuing employee development program,
through which management at all levels helps personnel acquire the
knowledges, skills, and attitudes nesded to work effectively and to
prepare for greater responsibilities. The program encompasses both
outside and nternal training and orientation. Sixty-five employees
concluded six supervisory training classes and were presented certifi-
cates in appropriate ceremonies.

Estimated savings resulting from management improvement efforts
in the Bureau of Engraving and Printing for fiscal 1961 totaled nine
man-years and approximately $75,000 on a recurring annual basis.
In addition, it is estimated that an additional $1,200,000 is being
saved annually by the Government as a result of the development by
the paper manufacturer of a dry paper for use in printing one dollar
silver certificates on high-speed intaglio presses. Use of this dry paper
has increased the service life of such notes in circulation by an esti-
mated 30 percent over that of notes printed by the wet process. All
realized savings were applied against the cost of products, and have
been reflected either in the Bureau’s billing rates or in decreases in
appropriation requests by the Office of the Treasurer of the United
States for funds for the purchase of currency.

New issues of postage stamps and deliveries of finished work

New issues of postage stamps delivered by the Bureau in fiscal
1961 are shown in table 105. A comparative statement of deliveries
of finished work for fiscal 1960 and 1961 appears in table 106.
Finances

The Bureau operations are financed by reimbursements to a work-
ing capital fund authorized by law. Balance sheets and a statement
of iIncome and expense as of June 30, 1960 and 1961, follow.
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Balance sheets as of June 30, 1960 and 1961

Assets June 30,1960 | June 30,1961
Current assets:
Cash with Treasury .o . oo e $3, 862, 823 $3, 294, 070
Accounts receivable. . icicicecmns 1,061, 865 1,274,673
Inventories: !
Raw materials. ... ... el 660, 351 762, 520
Work in process........._ 3,419,054 3, 669, 498
TFinished goods- 1, 802, 659 2, 996, 548
Stores 1,142,188 1,097,054
Prepaid eXpenses .o oo e caeecmamam e 66, 627 96
Total current assets. . . ..o el 12, 015, 567 13, 155, 759
Fixed assets: 2
Plant machinery and equipment. . ... .. ool . 19, 998, 338 19, 505, 859
Motor vehicles. - . oo 86,247 88,317
Office MAChINGS. . .o oo e 188,823 193,843
Furniture and fixbures. o iiiieemmaas 445, 467 435,031
Dies, rolls, and plates. e 3,955, 961 3, 955, 961
Building appurtenances. oo oo oo e 2,133,428 2,138,720
TFixed assets under construction. ... .. ... 34,544 36, 789
26, 842, 808 26, 354, 520
Less portion charged off as depreciation...___ . _______ . .. _..__. 10, 101, 572 11,008, 940
16,741, 236 15, 345, 580
Excess fixed assets (estimated realizable value). . ... ... . .. .. 804 360
Total fixed asSetS. o oo e llaees 16, 742, 040 15, 345, 940
Deferred charges. ..o e 174,742 104, 623
Total BSSOES - - o o oo e 28, 932, 349 28, 606, 322
Liabilities and investment of the United States June 30, 1960 June 30, 1961
Liabilities: 3
Accounts payable . _____ . ... $595, 544 $400, 910
Accrued liabilities:
926,175 883, 639
1, 365,674 1,475,161
177, 299 115,196
675,087 564,063
5,889 4,876
3,745,668 | - 3,443, 845
Investment of the United States Government:
Prineipal of the fund:
Appropriation from the U.S. Treasury. .. ccuocoeooeoaaaeo.. 3,250, 000 3, 250, 000
Donated assets, net. ..o 22,000, 930 22,000, 930
Total principal. .. . 25,250, 930 25, 250, 930
Earned surplus, or defieit (—) 4. ... —64, 249 —88, 453
"Total investment of the U.S. Government.____..___...___._.._ 25,186, 681 25,162, 477
Total liabilities and investment of the U.S. Government....._ 28,932, 349 28, 606, 322

{ Finished goods and goods-in-process inventories are valued at cost. Except for the distinctive paper
which is valued at the acquisition cost, raw materials and stores inventories are valued at the average cost
of the materials and supplies on hand.

2 The act of August 4, 1950, establishing the Bureau of Engraving and Printing I'und, specifically excluded
from the assets of the fund the land and buildings occupied by the Bureau (31 U.S.C. 181a). These assets
are valued at about $9,000,000. However, under the Supplemental Appropriation Act of 1961 (74 Stat. 514)
$1,250,000 was appropriated for emergency repairs to the Bureau of Engraving and Printing Annex Building.
Plant machinery and equipment, furniture and fixtures, office machines, and motor vehicles acquired on or
before June 30, 1950, are stated al appraised values. Additions since June 30, 1950, and all building appurte-
naneces are valued at acquisition cost. Dies, rolls, and plates were capitalized as of July 1, 1951, on the basis
of average unit costs developed for fiscal 1950 reduced to recognize their estimated useful life. Since July 1,
1951, all costs of dies, rolls, and plates have been charged to operations in the year acquired.

3 Qutstanding commitments, consisting of undelivered purchase orders and unperformed contracts,
totaled $3,617,362 on June 30, 1961, compared with $4,480,585 on June 30, 1960; of these amounts, $2,497,766
on June 30, 1961, and $2,582,783 on June 30, 1960, related to contracts entered into prior to June 30, but not
to be performed until the ensuing fiscal years.

¢ The act of August 4, 1950, provided that any surplus accruing to the fund in any fiscal year be paid into
the Treasury as miscellaneous receipts except that any surplus would be applied first to restore any impair-
ment of capital by reason of variations between pricss charged and actual costs (31 U.S.C. 181a).
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Statement of income and expense for the fiscal years 1960 and 1961

Income and expense 1960 1961
Operating revenue: Sales of engraving and printing._________________________ $26, 014, 685 $24, 235, 583
Operating costs:
Cost of sales:
Direct 1abOr. - o oo e 9, 781, 451 9,438,947
Direct materials USed. .o en oo oo ccecccmemaeaeen 4,180, 726 4,033, 564
Prime Cost. . oo eaeeee 13,962,177 13,472, 511
Overhead costs:
Salaries and indirect labor ... ... r 7,012, 692 7,184, 555
Factory supplies......_... 1,066, 341 1, 110, 591
Repair parts and supplies 258,339 246, 372
Employer’s contribution for retirement and life insurance. r 1,125, 312 1,294, 445
Rents, communication, and utilities._._________.__ 453, 352 457,983
Other services. . ____..______.___ 538,907 293, 681
Depreciation and amortization_ _____________ 1,972,205 1, 945, 966
Losses on disposal or retirement of fixed assets. , 530 236, 308
Sundry expenses (Net) .o e ecceeee 21,995 9,217
Total overhead. ... moo i cceecccan 12,474, 673 12,779, 118
Total COSES 1o n e e can 26, 436, 850 26, 251, 629
Less:
Nonproduction costs:
Shop eosts capitalized . - - .o 201, 246 115,275
Cost of miscellaneous services rendered other agencies..._ .. 424,030 431,151
Net increase, or decrease (—) in finished goods and work in
{ Process INVeNtOries ... icaecmammm s —203, 477 1,444, 333
421,799 1,980, 759
Cost of Sale8. oo oo 26,015, 051 24, 260, 870
O POrating 1088 oo uem oo cm e e cemecmscmcama e amcao o 366 25, 287
Nonoperating revenue:
Sales of card ehecks. oo e mmcemmmn- 1,186, 101 213,392
Operation and maintenance of incinerator and space utilized by
other Treasury activities 361,217 379, 457
Other eI VICeS . oo oo c e e e e cccac e meem e — e ———— 49, 025 49,072
1, 596, 343 641, 921
Nonoperating costs:
Purchase of ¢ard c¢heeks . - oo u oo 976, 950 173, 520
Freight out-card cheeks ... .. ... N emmm e —mcmann 195,178 36, 167
Other costs of miscellaneous services rendered other agencies____._.______ 424,030 431,151
1, 596, 158 640, 838
Nonoperating profit. - .o 185 1,083
Net loss for the year2._. e memmmcmeecmmeman 181 24, 204
r Revised.

1 No amounts are included in the accounts of the fund for (1) interest on the investment of the Government
in the Bureau of Engraving and Printing fund, (2) depreciation on the Bureau’s buildings excluded from
the assets of the fund by the act of August 4, 1950, and (3) other costs incurred by other agencies on behalf
of the Bureau.

2 The act of August 4, 1950, provided that any surplus accruing to the fund in any fiscal year be paid into
the Treasury as miscellaneous receipts except that any surplus would be applied first to restore any impair-
ment of capital by reason of variations between prices charged and actual costs (31 U.S.C. 181a).

Fiscal Service

The Fiscal Service, headed by the Fiscal Assistant Secretary,
consists of the Office of the Fiscal Assistant Secretary, the Bureau of
Accounts, the Bureau of the Public Debt, and the Office of the Treas-
urer of the United States. .

In addition to general supervision of the Fiscal Service bureaus,
the Fiscal Assistant Secretary is responsible for administration of the
cash position of the Treasury, including the distribution of funds
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between Federal Reserve Banks and other Government depositaries;
particifpation in planning Treasury financing operations; general direc-
tion of fiscal agency operations of the Federal Reserve Banks; and
the Treasury’s central agency participation in the joint financial
management improvement program along with the Bureau of the
Budget and General Accounting Office.

Treasury Order No. 148 (Revision 10), dated March 2, 1961,
assigned to the Fiscal Assistant Secretary responsibility for general
supervision of the Office of Defense Lending.

The reports of the Bureau of Accounts, Bureau of the Public Debt,
and Office of the Treasurer of the United States, which follow, explain
the operations under the responsibilities of the Fiscal Assistant
Secretary.

BUREAU OF ACCOUNTS

The Bureau of Accounts was established by the President’s Re-
organization Plan TII, dated April 2, 1940, and reorganized by Treas-
ury Department Order No. 164, dated December 12, 1952.

The Bureau’s functions, which are mainly of Government-wide
scope, include: Maintenance of the Government’s system of central
accounts; issuance of the Government’s central financial reports;
accounting and reporting for foreign currencies in” the custody of
the Secretary of the Treasury; disbursing for virtually all civilian
agencies of the Government; participation with the Office of the
Fiscal Assistant Secretary in the joint financial management im-
provement program ; general direction and designation of Government
depositaries; determination of qualifications and underwriting limita-
tions of surety companies to write fidelity and other surety bonds
to cover Government activities; investment of social security and
other trust funds; administration of loans and advances by the
Treasury to Government corporations and other agencies; technical
guidance to Treasury bureaus and other executive agencies on ac-
counting systems and related matters; and general direction of fiscal
internal auditing within the Department.

The Bureau also administers the payment of claims under certain
international agreements; maintains accounts and collects amounts
due from foreign governments under lend-lease and other agree-
ments; and performs such other fiscal work as may be required.

Accounting and Reporting
Accounting systems

Procedural changes resulting from operations of the Accounting
Systems Division during the fiscal year 1961 were as follows:

Department Circular No. 945 was revised on January 17, 1961,
modifying Treasury accounting relationships with all agencies for
which the Treasury disburses. Effective July 1, 1961, Treasury
regional offices will keep a single account with each agency account-
ing station concerned in lieu of an account for each appropriation,
fund, or receipt classification. The agency accounting stations will
report to the Treasury monthly the transactions based on their own
accounts, classified by appropriations, fund, and receipt accounts,
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Further information on this subject is presented under *Central
Accounting.”

Under the joint financial management improvement program,
staff of the Accounting Systems Division particigated m a study to
explore improvements in all financial aspects of reimbursable pro-
grams of Government agencies and in continuing studies concerning
accrual accounting and cost-based budgeting.

The staff also dealt with depositary receipt procedures; prepared
regulations for substitute checks drawn on depositaries; developed
procedures and agreements with the Department of Labor required
by the Employment Security Act of 1960 (42 U.S.C. 1101-1104);
participated in fiscal arrangements incident to food stamp operations;
and assisted the Civil Service Commission on fiscal procedures for
the Federal employees’ health benefits program.

Other staff work included: Preparation of an accounting manual
for cash operations of the Treasurer of the United States; serving
on the Interbureau Committee on Automatic Data Processing;
assistance relating to new legislation on extended unemployment
benefits and extension of benefits under the Social Security Act
Amendments of 1961 (75 Stat. 131); recommendations on accounting
for seized property; and development of the Department’s annual
report for the joint financial management¥improvement program.

In the departmental area, staff assistance was furnished also in
such matters as: Bureau manuals and procedural instructions; guide-
lines for departmental accounting policy; participation with the
General Accounting Office and the Bureau of Customs in a study
of Customs accounting; participation in the electronic data process-
ing program of the Interpal Revenue Service; proposals on Mint
financing and accounting; and assistance to the Bureau of Narcotics,
the U.S. Secret Service, and the Office of Administrative Services
in accounting.

Central accounting

The Division of Central Accounts maintains the central accounts
for the receipts, expenditures, appropriations, and related cash opera-
tions of the Government in accordance with section 114 of the Budget
and Accounting Procedures Act of 1950 (31 U.S.C. 66b), and Treasury
Department Circular No. 945, as amended. The central accounting
system integrates the transactions of all collecting and disbursing
officers and the Treasurer of the United States, the appropriation,
fund, and receipt accounts of the Government, and budget results,
with a disclosure of the related cash assets and liabilities. The
Division also prescribes official appropriation, fund, and receipt ac-
coulnt symbols and titles and issues appropriation warrants pursuant
to law.

By means of deposit in transit accounts, the system of central
accounts provides Government-wide control with respect to deposits
reported by collecting and disbursing officers for credit to the ac-
count of the Treasurer of the United States. It also provides overall
control concerning data on checks issued reported by disbursing
officers, tied in with the detailed check reconciliation of disbursing
officers’ accounts by the Office of the Treasurer of the United States


file:///vith

166 1961 REPORT OF THE SECRETARY OF THE TREASURY

?nddanchored to the expenditure data affecting appropriations and
unds.

The central accounts system furnishes the accounting base for
classified receipts, expenditures, and other data required for the official
central reports, including for example, the Monthly Statement of
Recerpts and Expenditures of the Unated States Government and the
annual Combined Statement of Receipts, Expenditures and Balances of
the United States Government.

Revised procedures were developed, effective July 1, 1961, whereby
Treasury regional accounting offices will keep control accounts for the
aggregate of transactions at the level of each agency accounting station
for which the Treasury disburses. Agency accounting stations will
furnish the Treasury with monthly statements of their transactions
classified according to the individual appropriation, fund, and receipt
accounts involved, based directly on their own records. The classified
transactions so reported must be in agreement with the control
accounts maintained in the Treasury regional accounting offices.

The monthly statements submitted by agency stations will be taken
up in the central accounts, serving to disclose the Government’s cash
operations and budget results. As a result, the accuracy of classified
data in the central accounts and validity of the related financial
reports, in large measure, will rest on the accounts of the administra-
tive agencies.

Certificates of deposit and related documents will be forwarded by
the Federal Reserve Banks directly to the central office of the Division
of Central Accounts instead of to the Treasury regional accounting
offices. Agency stations will furnish the Treasury with the totals of
their deposits, classified as to the month in which the deposits are
confirmed by depositaries as credited to the general account of the
Treasurer of the United States. This will be the basis for maintaining
the central ‘“deposit in fransit” accounts at the level of each agency
accounting station within the Treasury disbursing area, thereby
providing a direct accounting control between each collecting agency
making deposits and the Treasurer of the United States.

The volume of accounting items processed through the central and
regional accounting offices of the Division of Central Accounts during
the fiscal years 1960 and 1961, is shown in the following tabulation.

Classification Work volume
1960 1961
Number
ROCEIPES A o e e e e e e eccemc e eme e 1,532,873 1,449, 428
0D ¢ 073 4 U6 U100 L SO ORI 2,785, 345 2, 692, 963
Otheritems. . ... S S 13,727 13,396
B U 4,331,945 4,155,787

Central reporting

With the collaboration of Government agencies, staff of the joint
financial management improvement program, and users of reports,
various central reporting improvements were made during fiscal
1961.



ADMINISTRATIVE REPORTS 167

A survey of Government-wide financial reports was made jointly
with the Bureau of the Budget and General Accounting Office. Its
.purpose was to identify and review existing reports; to determine
whether they meet the informational needs of persons who have a
continuing interest in the Government’s financial operations; and to
make recommendations for a coordinated system of reporting that
adequately meets the needs of the public. An inventory of reports
was issued and many users were interviewed. As a result of the sur-
vey, a report was submitted containing recommendations for improv-
ing the scope of Government-wide reports.

A survey of accounts and procedures of the Department of State,
with respect to Foreign Service and U.S. disbursing officers, was made
under the joint financial management improvement program,

The principal reports compiled in the Division of Central Reports
are: The Monthly Statement of Receipts and Expenditures of the United
States Government, the monthly statement of Budgetary Appropriations,
and Other Authorizations, Expenditures and Unexpended Balances, the
monthly Treasury Bulletin, the annual Combined Statement of Receipts,
Expenditures and Balances of the United States Government, the Annual
Report of the Secretary of the Treasury, quarterly Report on Foreign
Currencies i Custody of the Treasury Department, and monthly and
quarterly reports on foreign currency transactions under Public Law
480, as amended. Some improvements made in these reports during
the year were as follows:

Monthly Statement of Receipts and Expenditures of the United States
Government.—Additional data were provided by including a special
table on interfund transactions; by further classification of expendi-
tures according to major functions; and by reporting transactions in
trust revolving funds on a gross basis.

Combined Statement of Receipts, Expenditures and Balances of the
United States Government.—Additional information was provided by a
brgakdown of unpaid obligations as toaccounts payable and undelivered
orders.

Treasury Bulletin.—Several new tables were added, including a
statement of interfund transactions of budget receipts and expendi-
tures; nonguaranteed obligations of Federal agencies issued and out-
standing; public debt securities held by certain savings and loans
associations and other corporations; and a calendar year summary
table on internal revenue collections by States and major tax classes.
The section on financial statements of Government corporations and
public enterprise funds was expanded to include additional data on
loans outstanding.

Control of foreign currencies

By legislative enactments and Executive Order No. 10900, dated
January 5, 1961, operations during the fiscal year 1961 continued to
expand in the custody, acquisition, purchase, deposit, transfer, aad
sale of foreign currencies. ‘

As a result of legislation, sales of surplus agricultural commodities
for foreign currencies were increased, new programs financed with
foreign currencies were established, and additional dollar appropria-
tions were provided for the purchase of currencies available for U.S,
uses. The transfer of certain functions from the Bureau of the Budget
also added to the workload of the Bureau in foreign currency operations.
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Foreign currency transactions in Treasury custody accounts during
the year are summarized as follows: Collections of currencies generated
under various Government programs amounted to the equivalent of-
$1,327.5 million ; transfers for authorized uses without reimbursement
amounted to the equivalent of $737.8 million; and withdrawals for
sale to Government agencies for dollars, to the equivalent of $240.1
million. The balances in Treasury custody accounts amounted to
the equivalent of $1,323.4 million on June 30, 1961, compared with
$1,035.2 million on June 30, 1960. Unexpended balances in agency
accounts amounted to the equivalent of $1,268.1 million on June 30,
1961, compared with $1,415.1 million on June 30, 1960. Transactions
and balances for the fiscal year are shown in tables 115 and 1186.

Internal auditing

Efforts were continued during fiscal 1961 toward attaining maximum
results from the internal audit function in the individual Treasury
bureaus, principally by advice and assistance; exchanging internal
audit information and techniques; evaluating internal audit results,
particularly in relation to external audit findings of the General
Accounting Office; and otherwise coordinating internal auditing
throughout the Department.

The audit of unissued stocks of Federal Reserve notes held in joint
custody by the Comptroller of the Currency and the Treasurer of the
United States was conducted as of February 24, 1961, and disclosed
that all stocks were accounted for.

Commodity Credit Corporation appraisal

The act of March 8, 1938, as amended (15 U.S.C. 713a-1), required
the Secretary of the Treasury, as of each June 30, to appraise the
assets and liabilities of the Commodity Credit Corporation to deter-
mine its net worth. The amended act defined asset values, for the
purpose of determining the net worth, as the cost of such assets to
the Corporation; therefore, the appraisal figure is stated in terms of
realized losses or gains.

The appraisal for fiscal 1960 disclosed an impairment of the capital
of the Corporation in the amount of $1,612,108,771.41. An act
approved June 29, 1960 (74 Stat. 242), restored $594,499,006.68 of
this impairment, and the balance was restored by an act approved
July 26, 1961 (75 Stat. 238).

An act, approved August 17, 1961 (75 Stat.391), further amended
the act by authorizing annual appropriations for capital impairment
based upon the Corporation’s records, rather than upon the Secretary’s
appraisal. Accordingly, beginning with the fiscal year ended June 30,
1961, the Secretary of the Treasury no longer is required to make the
appraisal.

Verification of cash, currency, and securities held in the Office of the Treasurer

of the United States, as of January 30, 1961

Incident to the change in Administration, a special committee
appointed by the Secretary of the Treasury made an audit of the -
assets transferred to the incoming Treasurer. The assets transferred
were verified as of January 30, 1961. This involved an audit of the
balances of cash, currency, and securities held in the Office of the
Treasurer, Washington, D.C., as shown on the Treasurer’s books,
together with the reserve stocks of currency held in the vaults of the
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Bureau of Engraving and Printing and those held for the Treasurer
by Federal Reserve Banks and certain commercial banks. The
inventory was found to be in agreement with the Treasurer’s account
balances, after taking into account certain minor iterms in process of
being recorded.

Disbursing Operations

During fiscal 1961 the Division of Disbursement, through' fifteen
regional disbursing offices, performed disbursing services for about
1,500 offices of agencies located throughout the United States, its
possessions, and the Philippines. The Division services all executive
agencies except the military departments, the Post Office Department,
and a few relatively small agencies. The Division also exercises
technical supervision of disbursing operations delegated by the Chief
Disbursing Officer to U.S. disbursing officers of the Department of
State at embassies and consulates in foreign countries, and to assistant
disbursing officers and cashiers attached to agencies located through-
out, the United States and foreign countries. Under arrangements
with the Department of State payments are made also in behalf of
domestic civilian agencies requiring disbursing service in foreign
countries.

The Minneapolis regional disbursing office was closed as a result of
the transfer of veterans’ check issuance operations from that office
to the Chicago regional disbursing office. This completed the planned
closing of six disbursing offices mcident to the centralization of dis-
bursing activity for veterans’ benefits, coordinated with the related
accounting centralization program in the Veterans’ Administration.

A computer system was installed in the Chicago office in December
1960. By June 30, 1961, the computer was being used to process
about 1.5 million veterans’ benefit payments monthly. Over eleven
million tax refund checks and approximately two million national
service life insurance dividend checks were likewise prepared during
the first six months of the computer system.

Preliminary to establishing additional electronic data processing
systems, regional disbursing offices began receiving tabulating cards
from payment centers of the Social Security Administration for use
in preparing new, adjusted, and reinstated cases, thereby reducing
file maintenance work. New high-speed microfilm-checksigning
machines were installed in all regional offices; new copying machines
were acquired in eight of the larger offices to handle undeliverable
checks returned by post offices.

Significant improvements were made in other areas, including
further conversion of payment files to punched cards, improved
machine operating techniques; streamlining operations in regional
disbursing offices; simplification of balancing operations; and improved
work methods under a job analysis program utilizing firstline super-
visors in analyzing procedures and devising improvements.

Recurring annual savings realized during the year under the manage-
ment improvement program amounted to $285,403.

For fiscal 1961 the average unit cost for processing checks was
4.35 cents, compared with 4.16 cents in 1960. Cost increases resulted
from an act which became law on July 1, 1960 (5 U.S.C. 1113), and
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which increased salary rates effective July 10, 1960, and also from
nonrecurring expenditures for installing EDP equlpment in the
Chicago revlonal disbursing office.

The volume of work completed in fiscal 1961 as compared with
that of 1960 was as follows:

1960 1961
Classification
Number
Payments:
Social SeCUritY e 134, 639, 684 146, 249, 107

61, 673, 858 62, 736, 556
36, 731, 288 40,317,753

Veterans’ benefits. .
Income tax refunds.

Veterans’ national sei 4, 341, 351 7, 096, 822
[ 213 S, 43,671,271 43, 386, 926

Adjustments and tran: 9, 639 250,
Savings bonds issued..__ 3, 479, 646 3,739,793
B 7 RPN 284, 786, 737 303, 777, 640

Deposits, Investment, and Related Operations

Federal depositary system

To supplement services provided by the Treasurer of the United
States, the Secretary of the Treasury has designated the Federal
Reserve Banks and commercial banking institutions in the United
States, insular possessions, and foreign countries, as Government
depositaries authorized to furnish Government agencies with a variety
of banking and financial services. This includes more than 11,500
commercial banking institutions, some of which provide more than
one type of service. Deposits of Government collections with these
depositaries flow to the operating accounts maintained with the Fed-
eral Reserve Banks.

A summary of the various types of depositary services and the
number of commercial banking institutions which, as of June 30,
1961, were authorized to provide these services, is shown in the
following table.

Number of
Type of services provided by depositaries banking
institutions

Receive proceeds from deposits of taxpayers and sale of public debt securities for credit in
Treasury tax and 10an ACCOUNES - _ . o oo ot 11, 340
Receive deposits from directors ofinternal revenue, military finance officers, and other Govern-
MeNt OfHCerS. - o oo oottt s o cmmezmeeme o ememmsam e 856
Maintain official checking accounts of postmasters, clerks of United States courts, and other

Government officers 4,021
Furnish bank drafts to Government officers in exchange for collectio: 2,212
Service State unemployment compensation benefit payment and clearmg accoun 57
Operate limited banking facilities at military installations:

In the United States and its outlying areas. . oo im i eiceaoo 273
OV TSRS - m e e et e m e o eme e dmmmrm e ame e 164

An act approved September 13, 1960 (42 U.S.C. 1101(c)(2)),
provides in part that beginning July 1, 1960, the Secretary of the
Treasury shall pay {from the employment security administration
account, within the unemployment trust fund, into the Treasury as
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miscellaneous receipts, expenses of banks for servicing unemploymrent
benefit payment and clearing accounts which are offset by the main-
tenance of balances of Treasury funds with such banks.

Investments

Under provisions of law the Secretary of the Treasury is respousible
for investing various Government trust funds. The Department
also furnishes investment services for other funds of Government
agencies (see table 64).

Trust funds are invested in marketable Government securities and,
where authorized by law, in special public debt obligations issued
specifically to the fund. The statutes authorizing issuance of special
public debt obligations apply to the major trust funds and usually
specify interest rates; in some cases the Secretary has discretionary
authority to establish the rate. Where specified by law, it is either
a fixed rate or is based on a formula using the average coupon rates
on designated classes of outstanding Government securities.

In view of the higher yields on marketable Treasury obligations
compared with statutory rates on special obligations, the Treasury
has continued its efforts to achieve greater uniformity in interest rates
by relating the rates on special obligations to market yields. For
progress in fiscal 1960, see the 1960 annual report, pp. 22-24. During
fiscal 1961 this objective was accomplished with respect to the Federal
old-age and disability insurance trust funds. The Social Security
Amendments of 1960 (42 U.S.C. 401(d)), provide that, beginning
October 1, 1960, the interest rate on special obligations issued to these
trust funds shall be equal to the average market yield, computed as of
the end of the month immediately preceding the date of issue, on all
marketable interest-bearing public debt obligations not due or callable
until 4 years from the end of such month.

Public Law 87-350, approved October 4, 1961 (75 Stat. 770), contains
similar interest rate provisions for special obligations issued to the
civil service retirement and disability fund.

Loans and advances by the Treasury

Pursuant to specific provisions of law, various Government corpora-
tions and agencies are authorized to borrow from the Treasury to
finance certain programs. The Bureau of Accounts administers the
loan agreements and keeps the accounts for the loans and for advances
and subscriptions to capital stock of U.S. Government and interna-
tional corporations. Table 121 shows the status of loans and advances
as of June 30, 1961.

Surety bonds

Certificates of authority for the execution of bonds in favor of the
United States are issued by the Secretary of the Treasury to qualified
corporate sureties, under the act of July 30, 1947 (6 U.S.C. 8). These
certificates are renewable annually as of May 1, and a list of companies
holding such certificates is published snnually in the Federal Register
(Department Circular No. 570, Revised). The Bureau examines
the applications of companies requesting authority to write Federal
bonds and currently reviews the qualifications of the companies so
authorized. As of June 30, 1961, a total of 198 companies held

614359—62——12
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certificates of authority. A total of 40,376 bonds and consent agree-
ments were cleared during the year for approval as to corporate surety.

The act of August 9, 1955 (6 U.S.C. 14), provided that the head of
each executive agency shall obtain blanket position schedule or other
types of surety bonds covering employees required by law or adminis-
trative ruling to be bonded, with premiums to be paid by the Govern-
ment rather than by the employees. The law permits the legislative
and judicial branches to follow the same procedure.

A summary follows of the information reported by agencies for
transmittal to Congress by the Secretary of the Treasury, showing
the number of officers and employees covered, the aggregate penal sums
of the bonds procured, and the premiums paid by the Government as
of June 30, 1960 and 1961.

June 30, 1960 | June 30, 1961

Number of officers and employees covered:

Executive branch. . oo iiiiiecaan 920, 575 1,003, 613

Legislative and judicial branches_ ... ... 1,313 1,342

0] Y U 921, 888 1, 004, 955
Aggregate penal sums of bonds procured:

Executive branch_ .. iiceeeiiooal $3, 239,950, 525 |  $3, 522, 501, 050

Legislative and judicial branches_ ... ______.__ 10, 337, 000 10, 317, 000

B 17 O U 3, 250, 287, 525 3, 532, 818, 050

Total premiums paid by Government: 1
Executive branch. .o ciiececeaan 278,108 285, 589
Legislative and judieial branches_. .. ... 2,190 2, 268

BN 0 O 280, 298 287, 857

Admijnistrative expenses:
Executive branch. . ... 35,078 38,515
Legislative and judicial branches 565 | 595

B 3 U U 35, 643 39,110

1 Premiums on bonds are shown on the basis of the proportionate costf or one year, together with the pre-
miums on one-yeat bonds in order to arrive at an annual rate. .

Foreign Indebtedness
World War I

The Treasury received during fiscal 1961 semiannual payments
totaling $396,421.86 due from the Government of Finland under
funding and moratorium agrecments covering World War I indebted-
ness. In accordance with the act of August 24, 1949 (20 U.S.C. 222)
these funds were used to finance certain educational exchange pro-
grams with Finland. Tables 117 and 118 show the status of World
War I indebteduness of foreign governments to the United States.

World War 11

Under lend-lease and surplus property agreements, debtor govern-
ments made dollar payments aggregating $126.6 million (including
the dollar value of silver repayments) and payments in foreign cur-
rencies equivalent to $21.6 million. Since inception of these programs,
total credits to debtor governments have amounted to $3,406.3 million
as indicated in table 120 which shows the status as of June 30, 1961.
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By agreement of January 30, 1958, France was granted an option
to defer until 1981, 1982, and 1983 its annual installments originally
payable under lend-lease and surplus property agreements on July 1,
1958, 1959, and 1960, respectively. Accordingly, installment payments
of $29,112,102.65 and $29,571,476.62, which became due July 1, 1958,
and July 1, 1959, respectively, were deferred to July 1, 1981, and 1982,
The installments due on July 1, 1960, and July 1, 1961, including
interest on the deferred installments, were received on the dates due,
as indicated in table 120.

Credit to the United Kingdom

Under the terms of the financial aid agreement of December 6, 1945,
the United Kingdom borrowed from the United States $3,750,000,000,
repayable in 50 annual installments beginning December 31, 1951,
The agreement was amended on March 6, 1957, to allow the United
Kingdom to defer any seven principal and interest installments due
after 1956, with interest at the rate of 2 percent per annum on deferred
installments. The United Kingdom exercised this option by deferring
the interest installments due in 1956 and 1957, amounting to $70,385,-
447.48 and $69,406,431.45, respectively. The principal installment
of $49,929,818.55 due in 1957 was also deferred. The installment due
December 31, 1960, consisting of $52,985,922.90 in principal and
$70,144,761.05 in interest was received. As of June 30, 1961, cumu-
lative payments on principal amount to $435,539,749.13, leaving a
principal balance of $3,314,460,250.87 plus deferred interest install-
ments of $139,791,878.93, or a total balance of $3,454,252,129.80.

Germany, postwar (World War II) economic assistance

Under the External Debt Settlement Agreement with the Federal
Republic of Germany, dated February 27, 1953, Germany agreed to
repay to the United States $1 billion 1n semiannual installments over
a period of twenty-five years for postwar (World War II) economic
assistance. Under a supplemental agreement, dated April 25, 1961,
providing for an advance payment of $587,000,000, the United States
received on April 28, 1961, $487,000,000 and also deutsche marks
equivalent to $100,000,000, which by September 1, 1961, had been
converted into dollars.

Claims Against Foreign Governments and Nationals

Foreign Claims Settlement Commission

Under the International Claims Settlement Act of 1949, as amended
(22 U.S.C. 1642-1642p), the Foreign Claims Settlement Commission
has docketed over 4,000 claims of American nationals for losses
resulting from the taking of property by the Government of Czecho-
slovakia. In March 1960 the Commission began certifying awards
to the Secretary of the Treasury, for payment under the order of

riority prescribed in the act. Payments will be made within the
imits of funds realized from the sale of certsin blocked Czechoslo-
vakian assets. Subject to the adequacy of the fund, initially, all
awards of $1,000 or less are to be paid in full, and those larger than
$1,000 are to be paid to the extent of $1,000, with additional pro rata
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payments to be made until the fund is exhausted or until all awards
have been paid in full. The status of the Czechoslovakian claims
fund as of June 30, 1961, follows.

Awards certified to the Treasury (through June 30, 1961): 1

Number of awWards oo oeo o o cam e e cccecemm e eneee 1,629
AmOUnt Of WATAS o oo oo $7,971,961.37
Deposits in elaims fund .. e cmmm———ccmmann 8,990, 282. 54
Statutory deduction for administrative exXpenses. . oo oiiicmeaao 449, 514. 13
Amount available for payment on awards. ... .o 8, 540, 768. 41
Payments On aWarGS . o oo e cemccccecemeana 999, 234. 17
Balance in claims fund. . . e 7,541, 634. 24

1 The Foreign Claims Settlement Commission bas until August 1962 to complete its adjudication of
Czechoslovakian claims,

Pursuant to the International Claims Settlement Act of 1949, as
amended (22 U.S.C. 1641-1641q), the Foreign Claims Settlement
Commission has completed its affairs concerning the Bulgarian, Hun-
garian, Italian, Rumanian, and Soviet claims programs. In addition
to an 1nitial payment of up to $1,000 on all awards under these pro-
grams, pro rata payments have been authorized, consisting of two from
the Rumanian claims fund, three from the Bulgarian claims fund,
and one from the Soviet claims fund. The Italian awards, including
accrued interest, have been paid in full. Additional funds for further
payments on the Soviet awards are not expected.

The origin and history of the claims of American nationals against
these five governments are summarized in the 1958 annual report,
page 112. For status of the claims funds as of June 30, 1961, see
table 110.

On July 16, 1960, the Governments of Poland and the United
States signed an agreement for the settlement of claims of American
nationals, whereby Poland will pay $40,000,000 to the United States
in annual installments of $2,000,000. On January 10, 1961, the first
installment was received. The Foreign Claims Settlement Commis-
sion is now accepting claims from American nationals against the
Government of Poland.

Mixed Claims Commission, United States and Germany

On April 3, 1961, the Treasury received the annual payment of
$3,700,000 due from the Federal Republic of Germany, in partial settle-
ment of World War I debts, under the agreement of February 27, 1953.
These funds were used for an additional distribution to award-holders
amounting to 8.2 percent of the interest accrued on Class III awards
(those over $100,000), which includes the award under Private Law
509, approved July 19, 1940. The status of the claims fund as of
June 30, 1961, is shown in table 107.

Divested property of enemy nationals

As of June 30, 1961, there was on deposit in the Treasury, a balance
of $800,748, representing the net proceeds of property divested by
the Attorney General of the United States pursuant to the act of
August 9, 1955 (22 U.S.C. 1631a(a)). The funds are being held in
the names of individuals who are nationals of Bulgaria ($89,376),
Hungary ($407,787), and Rumania ($303,585). Through June 30,
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1961, refunds totaling $54,859 had been made to individuals, as
authorized by the Department of Justice.

Other Operations
Management improvement program

The continuing search for operating economies during fiscal 1961
resulted in the adoption of improvements creating annual recurring
savings of $297,750, which includes the amount of $285,403 realized
in disbursing operations mentioned in an earlier paragraph.

Incentive awards program.—Supervisors at all levels are continually
urged to promote additional interest in the program and encourage
employees to submit worthwhile suggestions to improve operations
and reduce costs. During the year, 376 suggestions were received;
207 were adopted. This compares favorably with fiscal 1960, when
296 suggestions were received and 147 adopted.

Safety program.—Designated employees, on a rotational basis,
make monthly inspections of all space occupied by the Bureau.
This is accomplishing the objective of eliminating safety hazards
and creating widespread awareness of the importance and benefits of
the accident prevention program. Arrangements have been made
for the attendance of certain supervisors at supervisory safety train-
ing courses sponsored by the Department of Labor.

Personnel administration.—A program of biannual surveys of per-
sonnel administration in regional offices has been initiated. Surveys
in the Kansas City and Philadelphia offices were completed during
the year.

Training.—The Bureau’s training piogram continues to emphasize
the four basic areas—executive development, supervisory develop-
ment, self-improvement, and skills training. A new supervisory
training course was introduced, dealing with such common supervi-
sory problems as planning and organizing work, training new employ-
ees, and human relations,

The Bureau expanded its skills training program to prov1de qualified
programmers for its new electronic data processing installations.
In conjunction with the Civil Service Commission, a test was de-
veloped for selection of employees with programming aptitudes.
The test results, coupled with evaluations of applicants by supervisors,
provided an effective basis for selection. This procedure, incorpo-
rated in a training agreement for digital computer programmers, was
approved by the Civil Service Commission and will be used in staf-
fing future mstallations.

Donations and contributions

During the year the Bureau of Accounts deposited ‘‘conscience
fund” contributions totaling $39,296 and other unconditional dona-
tions totaling $205,612, including a single bequest of $20,558. Other
Government agencies deposited ‘“conscience fund’ contributions and
unconditional donations amounting to $22,406 and $5,610, respec-
tively. Conditional gifts amounting to $5,936 were received to fur-
ther the defense effort.

In accordance with the act of June 27, 1961 (75 Stat. 119), au-
thorizing Government acceptance of gifts of money or property to
reduce the public debt, a special account was established on the books
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of the Treasury. Amounts of such gifts credited to the special ac-
count, including the proceeds of real or personal property, will be
used to purchase and retire public debt securities.

" Government losses in shipment '

The Government Losses in Shipment Act of July 8, 1937, as
amended (5 U.S.C. 134-134h;31 U.S.C. 528, 738a, 757c(1)), established
a self-insurance plan supplanting contracts with private insurance
companies. Under the act the Government assumes the risk on its
shipments of money, bullion, securities, and other valuables. Pay-
ments are made from a revolving fund for valuables lost, destroyed,
or damaged while in shipment, for losses incurred in the erroneous
payment of U.S. savings bonds by paying agents, and for certain
losses by the Postal Service. Claims totaling $86,266 were paid in
fiscal 1961; recoveries amounted to $172. FKor details coneerning
operations under the act, see table 129. :

Deposits of interest charged on Federal Reserve notes

The Board of Governors of the Federal Reserve System is authorized
by section 16 of the Federal Reserve Act, as amended (12 U.S.C. 414),
to charge Federal Reserve Banks interest on the amount of unre-
deemed Federal Reserve notes issued to the Banks in excess of gold
certificates held as collateral against the notes. By exercising this
authority, annual interest payments equal to approximately 90 per-
cent, of the net earnings of the Federal Reserve Banks have been made
to the Treasury from 1947 through 1958, and beginning with calendar
year 1959, 100 percent of the net ( earnings, after payment of statutory
dividends to member banks.

The deposit in fiscal 1961 was $788,129,485.02; total deposits since
1947 aggregate $5,607,128,810.77 (see table 20).

Payment of pre-1934 Philippine bonds

In accordance with the act of August 7, 1939, as amended (22 U.S.C.
1393(g)(4)(5)), the Treasury maintains a trust account for deposits
by the Philippine Government, representing principal and interest
on pre-1934 bonds of the Philippines. For the status of the account
as of June 30, 1961, see table 82.

Withheld foreign checks

Delivery of U.S. Government checks to payees residing in certain
foreign areas continued to be prohibited during fiscal 1961 in accord-
ance with Department Circular No. 655, dated March 19, 1941, as
amended. These foreign areas are listed in the 1960 annual report,
page 117.

Withholding of income taxes for States, etc.

Additional agreements under the act of July 17, 1952, as amended
(5 U.S.C. 84b, 84c), for withholding State mncome taxes from the
compensation of Federal employees were entered into with West
Virginia, Missouri, and New Mexico. A new agreement with Okla-
homa was made necessary by passage of a new w1thhold1ng tax law

by that State.
‘Depositary receipts

Under provisions of the Internal Revenue Code, employers are
required to withhold from salaries of employees amounts of Federal
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income and Federal Insurance Contribution Act (FICA) taxes.
Regulations provide that where the total taxes withheld plus the FICA
tax on the employer exceed $100 each month, the taxes must be paid
in monthly to the Treasury, with a depositary receipt, through a local
Government depositary designated for that purpose or directly to a
Federal Reserve Bank. Depositary receipts are validated by Federal
Reserve Banks and returned to employers, to be used as evidence of
payment accompanying their quarterly tax returns to District Direc-
tors of Internal Revenue.

In 1944 when the depositary receipt procedure was initiated only
the deposit of withheld income taxes was covered (26 U.S.C. 3402).
Withholding requirements were extended to cover FICA taxes, begin-
ning in 1950 (26 U.S.C. 3101 and 3111); railroad retirement taxes,
beginning in 1951 (26 U.S.C. 3201 and 3221); and certain excise taxes,
beginning in 1953 (Section 477.2(b) of Treasury Decision No. 6025,
approved July 31, 1953). As indicated in the following table, there
have been substantial increases in the annual volume of depositary
receipts since inception of the accelerated collection system. These
increases are attributable to the extensions to additional classes of
taxes in the earlier years, as well as increased tax rates, growth in the
number of employers and employees, and the results of enforcement
activities of the Internal Revenue Service in connection with the
monthly payment requirements.

Income and| Railroad Federal
Period social retirement excise Total
security taxes taxes
taxes

3,516,012 3, 516,012
3,527,611 3,527,611
3,699,158 3,699,158
3,887,630 3, 887, 630
3,989,195 3,989,195
3,922, 399 3,922, 399
4, 481, 451 4,481, 451
4, 664, 374 4,664,374
4, 895, 784 4,906, 586
5, 600, 904 11,395 |-- - 5,612,299
5,425,723 11,025 701, 243 6,137,991
6, 316, 929 11,128 652, 971 6, 081, 028
7,632, 789 11,707 694,125 8,338, 621
" 8,142,296 12,776 682, 014 8,837, 086
8, 481, 465 10, 947 681,210 9,173, 622
8,961, 762 10, 751 604, 933 9, 577, 446
9, 469, 057 10, 625 598,881 | 10,078, 563
3 R 9, 908, 068 10,724 618,971 | 10, 537, 763

BUREAU OF THE PUBLIC DEBT

The Bureau of the Public Debt, in support of the management of the
public debt, has responsibility for the preparation of Treasury Depart-
ment circulars offering public debt securities, the direction of the
handling of subscriptions and making of allotments, the formulation
of instructions and regulations pertaining to each security issue, the
issuance of the securities, and the conduct or direction of transactions
in those outstanding. The Bureau is responsible for the final audit
and custody of retired securities, the maintenance of the control
accounts covering all public debt issues, the keeping of individual
accounts with owners of registered securities and authorizing the
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issue of checks in payment of interest thereon, and the handling of
claims on account of lost, stolen, destroyed, or mutilated securities.

Of the four offices maintained, the principal one, including the
headquarters of the Bureau, is in Washington, D.C. This office is
charged with the receipt and custody of all new securities and their
issuance directly to owners or to the Federal Reserve Banks and
branches or other authorized issuing agents. KExcept for savings
bonds the office conducts transactions in all outstanding securities (in-
cluding securities of the Government-owned corporations for which
the Treasury acts as agent), and audits and maintains custody of the
securities when retired and interest coupons when paid. A depart-
mental office in Chicago, Ill., conducts transactions relating to savings
bonds outstanding and maintains the issue and retirement records of
the paper type savings bonds. A field branch audit office in Cin-
cinnati, Ohio, audits retired paper type savings bonds and transmits
retirement information to the Chicago office for recording. All issue
and retirement records of the punch-card type savings bonds are pre-
pared and maintained in a field office in Parkersburg, W. Va., where
the major auditing, accounting, and record keeping operations are
performed by a large scale electronic data processing system.

Under Bureau supervision many transactions in public debt securi-
ties are conducted by the Federal Reserve Banks and their branches
as fiscal agents of the United States. Selected post offices, private
financial institutions, industrial organizations, and others (approxi-
mately 19,100 in all) cooperate in the issuance of savings bonds; and
about 15,500 private financial institutions redeem savings bonds.
Management improvement

Since 1958 the Parkersburg office of the Bureau has employed
electronic data processing equipment to audit and account for all
issues and retirements of punch-card Series E savings bonds, to
establish and maintain alphabetical and numerical registration
records of these bonds on magnetic tape, and service the accounts of
the registered owners. Because of the substantial progress in the
development of new computers offering greater capacity and speed at
reduced costs, a committee of Bureau personnel made a study to
determine the feasibility of converting to a new system. On the
basis of the committee’s findings and recommendations, the updating
of the present system with more modern transistor equipment has
been approved. The changeover is scheduled for the latter part of
fiscal 1962.

Until a decision was reached that updating the system was feasible,
the operations of the present equipment were under continuing
review. Significant savings in central processor and peripheral equip-
ment time, and in the cost of related operations, resulted from modi-
fications in basic controlling programs and routines. Examples of
these developments included a new compact type of listing for use
in the manual audit of out-of-balance batches; new routines which
facilitated updating, stockpiling, sorting, and file merging operations;
and a series of new programs for use in the zero balance and classi-
fication operations. The documentation of all current programs also
has been completed. This documentation includes a description of
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each program with accompanying flow charts, program cards, exhibits,
~ and complete operational instructions.

In addition to electronic equipment, the Bureau uses a variety of
electric accounting, microfilming, and other type machines. Sub-
stantial savings will be realized from a wide range of projects com-
pleted during the year as a result of the regular analysis of the utiliza-
tion of this equipment. In some cases these savings will result from
the installation of faster or more versatile equipment to replace older
models or perform new functions; in other cases the savings will result
from the expanded utilization of the present equipment through the
further mechanization of operations or more efficient workload
scheduling.

Among the procedural studies completed during the year were two
which were designed to improve service to the public by expediting
the issue and delivery of securities to their owners. One study con-
cerned the original issue of registered marketable securities in certain
types of redemption-exchange transactions. In these transactions
a faster issuance of new securities will be attained by a change in the
procedures followed by the fiscal agents in submitting to the Depart-
ment the securities to be redeemed and the controlling redemption
and issue documents. The second study related to the issue of replace-
ment bonds to owners of punch-card Series E savings bonds who allege
the nonreceipt of their bonds. Procedures were revised to provide for
the direct submission to the Parkersburg office of requests for the
entry of caveat as a preliminary to the issuance of the replacement
bonds. A new special form, adopted concurrently, combines a punch
card for use in searching the magnetic tape record and recording the
caveat, with paper components which serve as action copies for the
Chlcago office and fiscal agents. The procedural change and use of
the new form have expedited the entry of caveats, eliminated process-
glg Eteps and paperwork, and accelerated the issue of the replacement

onds.

The Bureau has initiated a project to codify and issue all instruc-
tions relating to administrative and operating procedures in a revisable
manual for the guidance of the Federal Reserve Banks and others in
their conduct of securities transactions as fiscal agents.

Continued emphasis has been placed on the training program, and
especially upon participation in management and technical courses
offered by outside sources. The Director of the Parkersburg office
participated in a Conference for Federal Executives sponsored by the
Brookings Institution; an assistant division chief attended a four-
week course offered by the American Management Association; and
other employees engaged in outside training in various aspects of
electronic and other types of data processing, forms management,
personnel functions, office equipment operation, and financial man-
agement. Intensive training in programming the new electronic data
processing system was also begun in the Parkersburg office.

Under the incentive awards program in fiscal 1961, 224 suggestions
were submitted and 103 adopted, with savings estimated at $23,010.
Cash awards totaling $1,745 were made for 91 of the adopted sug-
gestions. Cash awards totaling $15,000 were given to 100 employees
who received outstanding performance ratings. An additional
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$20,071 was distributed to 525 employees for superior work perform-
ance, including 7 group awards for 82 people.

Bureau operations

The public debt of the United States falls into two broad categories:
public i1ssues and special issues. The public issues consist of market-
able Treasury bills, certificates of indebtedness, notes, and bonds; and
nonmarketable obligations, chiefly U.S. savings bonds and Treasury
bonds of the investment series. Special issues of certificates, notes,
and bonds are made by the Treasury directly to various Government
trust and certain other accounts and are payable only for these
accounts,

During fiscal 1961 the gross public debt increased by $2,640 million
and the guaranteed obligations not owned by the Treasury increased
by $100 million. The most significant changes in the composition of
the outstanding debt during the year were the net increase of $3,303
million in interest-bearing marketable public issues, principally Treas-
ury bills and notes, and the net decrease of $1,016 million in interest-
bearing nonmarketable public issues, principally Treasury bonds of the
investment series. Total public debt issues, including issues ex-
changed for other securities, amounted to $176,248 million during
1961, and retirements amounted to $173,608 million.

A summary of public debt operations handled by the Bureau ap-
pears on pages 80 to 97 of this report, and a series of statistical tables
dealing with the public debt will be found in tables 23 to 55. The
following statement gives a comparison of the changes during the
fiscal years 1960 and 1961 in the various classes of public debt issues.

Increase, or decrease (—)

Classification 1960- 1961

In millions of dollars

Interest-bearing debt:
Marketable obligations__ el 5, 818 3,303

Treasury bonds, investment series_._ —1, 582 ~—953
U.S.savingsbonds_._.__._...___. —2,959 —30
Special 1SS0S ce oo cciccoaaoo - . — 144 144
Other . e -13 —34
Total interest-bearing debt_ . ... 1, 408 2,430
Matured debt and debt bearing no interest. . ... .. _____________._.... 217 210
B 7Y PR 1,625 2, 640

U.S. savings bonds.—The large volume of work involved in connec-
tion with the issuance and redemption of savings bonds creates the
greatest number of administrative problems for the Bureau of the
Public Debt. Because these bonds are issued in registered form and
are owned by tens of millions of persons, both alphabetical and nu-
merical ownership records must be established and maintained for 2.3
billion bonds issued during the past twenty-six years. The adjudicat-
ing of claims and replacing lost, stolen, and destroyed bonds (which
now total 1.6 million pieces), handling and recording retired bonds,
and conducting the related accounting operations also present massive
administrative burdens.
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During the year receipts from sales were $4,464 million and acerued
discount charged to the interest account and credited to the savings
bonds principal account amounted to $1,286 million, a total of $5,749
million. The sales include $9 million of Series H bonds issued in ex-
change for Series F and J bonds, but exclude $188 million of Series
E bonds exchanged for Series H bonds. Expenditures for redeeming
savings bonds charged to the Treasurer’s account during the year,
including about $2,673 million of matured bonds, amounted to $5,819
million. The redemptions include $147 million of Series F and G
bonds exchanged for marketable Treasury bonds and $9 million of
Series F and J bonds exchanged for Series H bonds, but exclude $188
million of Series E bonds exchanged for Series H bonds. The amount
of unmatured and matured savings bonds of all series outstanding on
June 30, 1961, including accrued discount, was $47,754 million, a
decrease of $69 million from the amount outstanding on June 30,
1960. Detailed information regarding savings bonds will be found in
tables 43 to 46, inclusive, of this report.

There were 90.6 million stubs representing issued bonds of Series E
received for registration during fiscal year 1961, making a grand total
of 2,262.8 million, including reissues, received through June 30, 1961.
Original stubs of paper type bonds were arranged alphabetically in
semiannual blocks, by name of owner, and microfilmed. They were
then arranged by numerical sequence of their bond serial numbers in a
full calendar year file and microfilmed, after which they were de-
stroyed. These microfilms are permanent registration records. The
original issue of paper bonds has been discontinued.

The issue stubs of the punch-card type bonds are microfilmed in
batches as they are received by the Bureau. The stubs are audited
and recorded by electronic processing equipment and then destroyed.
Magnetic tape files of the bonds issued, in both alphabetical and nu-
merical sequence, are established and maintained with each bond file
item indicating the location of the microfilm which contains the com-
plete image of the original bond stub.

The following tables show the status of processing operations for
registration stubs of the paper type and the card type Series E savings
bonds. The table on card type bonds also shows steps taken in re-
tiring these bonds.

Stubs of issued paper type Series E savings bonds in Chicago office
(In millions of pieces)

Period Alphabetically sorted
Alpha- Numeri- | Destroyed
Stubs betically cally after
received | Restricted | Fine sort filmed filmed filming
basis prior to
sort filming

Cumulative through June 30,
1956

1,805.8 1,782.6 1,734.6 1,696.0 1,463.6 1,457.8
91.1 83.9 90.4 108.1 192.3 191.3
37.1 62.1 85.7 89.9 178.3 184.1
2.1 2.5 24.4 41.1 100.9 101.9
I 2N (R 2.3 S ORI JRR .
19 [ 1.5 19 1.9 1.9
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|
|
|

Balance
Con- Au-

Re- | Micro-| Key- | verted | dited De- Not

Fiscal year | ceived | filmed |punched [to mag-| and |[stroyed Not con-
netie | classi- Un- key- verted | Unau-
tape fied filmed |punched |to mag-| dited

netic

tape

Stubs of issued card type Series E savings bonds in Parkersburg office
(In millions of pieces)

57.8 41.4 5.7 34,7 [cceaocc 1.7 18.1 53.8 24.8
88.2 103.4 | 119.0 | 106.9 [..._.... 1.0 2.2 22.3 5.4
84.7 82.6 | 102.5 83.6 58.3 3.5 6.8 7.0 9.0
90.7 92.4 92.2 92.9 | 154.4 1.5 3.1 3.5 4.8
321. 4 319.8 | 319.4 | 318.1 | 212.7 |oooofecaomai | acaio e

Retired card type Series E savings bonds recorded in Parkersburg office

(In millions of pieces)

17.5 16.7 10.5 0.1 (3 (SN 0.8 7.0 17.4 10.2
45.2 45.5 51. 4 53.2 52.8 {ooo- .5 .8 9.4 2.6
55.2 54.3 52.5 60.0 52.4 20.6 1.4 3.5 4.6 5.4
59.7 60. 6 61.5 62.4 62.8 93.0 .5 1.7 1.9 2.3
Total_ ... 177.6 | 177.1 175.9 | 175.7 | 175.3 | 113.6 |ocooooofeomoiii|aiaaaae e

Retired savings bonds of all series received during fiscal year 1961
numbered 92.3 million. Retired bonds in card form issued only in
Series E, are handled in the Parkersburg office where, after micro-
filming, the bonds are audited and permanently recorded by an
electronic data processing system before being destroyed. The im-
mediately preceding table shows the status of these operations. Re-
tired paper bonds of all series are processed through the Cincinnati
office where they are audited, microfilmed, and destroyed. A list of
the serial numbers of retired paper bonds is transmitted to the Chicago
office for posting of retirement reference data to numerical ledgers for
permanent record.

The following tables show the status of these operations for the
paper type bonds.

Retired paper type savings bonds of all series in the branch audit offices !
(In millions of pieces)

Peried
Balance
Bonds Audited Micro- Destroyed

received filmed
Unaudited | Unfilmed 2

Cumulative through June 30,
1956,

963. 0 958.1 945.6 4.9 6.3 897.5
100. 2 102.1 99.8 3.0 6.7 100.0
81.8 81.2 82.6 3.6 5.9 79.3
48.7 49.1 47.7 3.2 6.9 72.4
43.2 4.4 46.2 2.0 3.9 47.5
32.6 32.9 34.0 1.7 2.5 32.2
1,269.5 1,267.8 1,255.9 |oceemiaa ]l 1,228.9

! There is only ong audit office now in existence but prior to June 1958 there were five such offices and this
table includes reports for all of them.

2 Excludes 9.4 million pieces of unfilimed spoiled stock transferred to permanent storage and 1.7 million
pieces of unissued stock to be destroyed without microfilming,
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TRetired paper type savings bonds of all series recorded in
Chicago office (in millions of pieces)
Period Number of Status of posting
retired
bonds
reported Posted Verified | Unposted Un-
verified {
Cumulative through June 30, 1956_____.___ 1,423.8 1,419.0 1,332.8 4.8 8.1
Fiscal year:
100.1 99.0 102.3 59 4.8
84.6 87.2 64.0 3.3 28.0
50.3 50.4 86.2 3.2 3.3
45.3 45.7 55.5 2.8 4.9
37.1 37.2 39.3 2.7 2.8
1,741. 2 1,738.5 1,680.0 focmee e ean

! Represents balance unverified on current work. Excludes 55.7 million pieces received in 1954 and 1955
which were not verified.

Of the 86.6 million Series A-E savings bonds redeemed prior to
release of registration and received in the audit offices during the
year, 84.6 million, or 97.7 percent, were redeemed by over 15,000
paying agents. These agents were reimbursed for this service in each
quarter year at the rate of 15 cents each for the first 1,000 bonds paid
and 10 cents each for all over the first 1,000. The total amount paid
to agents on this account during the year was $10,819,696, which was
at the average rate of 12.79 cents per bond.

The following table shows the number of savings bonds outstanding
as of June 30, 1961, by series and denominations.

Denomination (in thousands of pieces)
Series Total

$10 $25 $50 $100 | $200 | $500 | $1,000 | $5,000 { $10,000 |$100, 000
440, 115 963 | 236,621 | 94,177 13,051 1
5,319 |..._.. 2,095 | 258 @ 67 foo-cooo-
3| [G T TS P P
5 - [G) T PSSO R IS
14 |- ) U PSR P U,
79 1. 170 PR (SR AN
411 | 07| 15| 22 {.oo..-
1,240 [ fooeo 5131 52 67 |ocoeo_-o
473 80 133 1
511 O I 328 2
448,249 | 963 | 236,839 17,137 395 274 4

*Less than 500 pieces.
1 Currently only bonds of Series E and H are on sale.
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The following table shows the number of issuing and paying agents
for Series A-E savings bonds by classes.

Building Companies
Post and sav- Credit operating
June 30 offices ! Banks ings and unions payroll All others Total
loan asso- plans

ciations

Issuing agents

15,232 3,477 2,081 29,605 ® 54,433
15,225 1,557 522 3,052 550 45, 966
15,692 1,556 428 2,942 588 23, 681
15,845 1,606 411 2,898 626 23,154
15,978 1,665 379 2,788 611 22,822
16,047 1,702 357 2,640 587 22,511
16,178 1,778 336 2,401 688 22, 501
16, 436 1,851 320 2,352 643 22, 695
13, 505 1,617 285 2,045 590 319,103

13, 466 13, 466
15,623 16, 691
16,269 17,652
16, 441 17,933
16,613 18,282
16, 744 18, 554
16,860 18,778
17,127 19,153
13, 670 315, 449

1 Estimated by the Post Office Department for 1955 and thereafter. Sale of Series E savings bonds was
discontinued at post offices at the close of business on December 31, 1953, except in those localities where
no other public facilities for their sale were available.

2 “All others” included with companies operating payroll plans.

3 Substantial reduction due to reanalysis of reporting procedures by Federal Reserve Banks effective
Dec. 31, 1960, to reflect only the actual number of entities currently qualified.

Interest checks issued on current income type savings bonds during
the year totaled 5,034,983 with a value of $258,447 427, a decrease
of 98,710 checks from those issued during 1960, and a decrease in
value of $6,063,493. New accounts established totaled 212,235, com-
pared with 190,972 in 1960. As of June 30, 1961, there were 1,844,028
active accounts with owners of this type savings bonds, a decrease of
98,198 accounts during the year. There were reductions of 182,445
in accounts of Series G bonds which have been maturing since May 1,
1953, and 11,767 in accounts of Series K which were first sold on May
1, 1952, and discontinued effective at the close of business April 30,
1957. An increase of 96,014 occurred in accounts of Series H bonds,
which were first sold on June 1, 1952.

Applications during the year for the issue of duplicates of lost,
stolen, or destroyed savings bonds amounted to 41,202. These to-
gether with 1,550 cases on hand at the beginning of the year, totaled
42,752, 1In 25,323 cases the bonds were recovered, and in 16,238 cases
the issuance of duplicate securities was authorized. On June 30,
1961, 1,191 cases remained unsettled.

Other U.S. securities.—During the year 34,581 individual accounts
covering publicly held registered securities were opened and 30,530
were closed. This increased the total of open accounts on June 30,
1961, to 248,678 covering registered securities in the principal amount
of $14,672 million. There were 471,304 interest checks with a value
of $427,413,353 issued to owners of record during the year, an in-
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crease of 53,596 checks from the number issued in 1960, and a de-
crease in value of $28,268,163.

Redeemed and canceled securities received for audit included
4,138,616 bearer securities and 186,368 registered securities, a total
of 4,324,984 as compared with 3,996,505 in 1960; and 20,094,140
coupons were received, which was 1,710,778 more than in 1960.

OFFICE OF THE TREASURER OF THE UNITED STATES

The Treasurer of the United States is responsible for the receipt,
custody, and disbursement, upon proper order, of the public moneys
and for maintaining records of the source, location, and disposition of
these funds. The office was created by an act of Congress approved
September 2, 1789, as amended (31 U.S.C. 141, 147).

In lieu of branch or field offices, the Office of the Treasurer uses the
facilities of the Federal Reserve Banks as fiscal agents of the United
States to perform many of its functions throughout the country.
These include the verification and destruction of U.S. paper currency;
the redemption of public debt securities; the keeping of cash accounts
in the name of the Treasurer; the acceptance of deposits made by
Government officers for credit; and the custody of bonds held to secure
public deposits in commercial banks.

Commercial banks in the United States and in foreign countries
which qualify as depositaries provide banking facilities for activities
of the Government at places where they are located. Data on the
transactions handled in the name of the Treasurer by the Federal
Reserve Banks and commercial banks are reported daily to the Treas-
urer and are entered in the Treasurer’s general accounts.

Specifically, the Treasurer maintains current accounts of all receipts
and expenditures; pays the principal and interest on the public debt;
provides checking account facilities for Government disbursing officers,
corporations, and agencies; pays checks drawn on the Treasurer of the
United States and reconciles the checking accounts of the disbursing
officers; procures, stores, issues, and redeems U.S. currency; audits
redeemed Federal Reserve currency; examines and determines the
value of mutilated currency; acts as special agent for the payment of
principal and interest on certain obligations of corporations of the
United States Government and certain obligations of Puerto Rico
issued on or before January 1, 1940. The Treasurer also acts as
special agent for the payment of principal and interest on certain
pre-1934 dollar bonds of the Philippine Islands.

The Office of the Treasurer maintains facilities in the main Treasury
building for: Accepting deposits of public moneys by Government
officers, the cashing of U.S. savings bonds and checks drawn on the
Treasurer, the receipt of excess and unfit currency and coins, and the
conduct of transactions in both marketable and nonmarketable public
debt securities. The Office also prepares the Daily Statement of the
United States Treasury and the monthly Circulation Statement of
United States Money.

Acting under authority delegated by the Comptroller General of the
United States, the Treasurer processes claims arising from forgery of
endorsements and other irregularities involving checks paid by the
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Treasurer and passes upon claims for substitute checks to replace
unpaid checks which have been lost or destroyed. :

The Treasurer of the United States is also Treasurer of the Board
of Trustees of the Postal Savings System and custodian of bonds held
to secure public deposits in commercial banks, bonds held to secure
postal savings on deposit in such banks, and miscellaneous securities
and trust funds.

Management improvement program

The Office of the Treasurer made many changes throughout the
Bureau during the year which increased efficiency and produced
economies. Some of the improvements are having wide effect within
the Government and others have resulted in better service to the gen-
eral public. The more significant accomplishments are described in
the following paragraphs.

New electronic equipment of an advanced design and with faster
processing speeds and greater capacity has been installed in the check
payment and reconciliation activity. New computer programs
developed for this equipment have resulted in significant procedural
improvements and faster settlement of claims involving Treasury
checks. Annual savings resulting from the new equipment and
related procedural improvements are expected to exceed $100,000.

Option agreements for the purchase of certain components of the
electronic equipment used to pay and reconcile Government checks,
were entered into with the manufacturer after a thorough analysis of
the projected costs of purchasing as compared with renting. After
the capital investment has been recovered, purchasing instead of
renting these components will produce substantial economies by the
elimination of rental charges. The analysis also showed that pur-
chases of the other components is not practical because of the amount
of servicing and maintenance they normally require.

The office awarded a contract for supplying the approximately 458
million card checks which Government disbursing officers will purchase
during fiscal 1962. The new contract contains lower unit prices than
the previous contract and will save disbursing offices about $70,000
a year,

}{Jnder a plan approved by the Treasury and Post Office Depart-
ments during fiscal 1961, the electronic installation in the Treasurer’s
Office will be expanded as a service to the Post Office to include
reconciliation of postal money orders. It is contemplated that
several phases of the plan will be put into effect beginning late in
fiscal 1962. Full operation is expected to save the Government over
$650,000 a year and to effect substantial improvements in the control
and servicing of money orders.

The Bureau’s incentive awards program has been given added
impetus by the reorganization of its incentive awards committee to
consist of division chiefs who will review all recommendations for
suggestion and performance awards.
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Eight percent of the office force, selected from all organizational
levels, participated in training programs during the year. The
courses were aimed at improving skills and techniques and providing
training in such areas as personnel management, automatic data proc-
essing, and executive development. Special attention was given to
the need for having trained employees available in areas where there
are apt to be many retirements within the next few years.

A significant step was taken in the records maintenance program
when over one million records of active stop payments against Govern-
ment checks, received prior to the installation of the electronic system
for paying checks, were converted to microfilm. The records, which
must be retained permanently, were becoming illegible, torn, and
difficult to handle.

Assets and liabilities in the Treasurer’s account

The assets of the Treasurer consist of gold and silver bullion, coin
and paper currency, deposits in Federal Reserve Banks, and deposits
in commercial banks designated as Government depositaries.

A summary of the assets and liabilities in the Treasurer’s account
at the close of the fiscal years 1960 and 1961 is shown in table 56.

Gold.—The gold assets, which amounted to $19,321.9 million on
June 30, 1960, on the daily Treasury statement basis, declined rapidly
for several months thereafter. The outflow leveled off in February
1961 and, from a low of $17,372.2 million in mid-March, the assets
had increased to $17,550.1 million as the fiscal year ended. Receipts
were $539.9 million and disbursements $2,311.7 million for the year.
The final balance of $17,550.1 million on June 30, 1961, covered
liabilities of $17,285.5 million in gold certificates or credits payable
in gold certificates and $156.0 million for the gold reserve against
currency, leaving a free gold balance of $108.5 million.

Silver.—Transactions 1 silver bullion during the year are sum-
marized, in millions of dollars, in the following table.

Silver bullion held at

Fiscal year 1961
Monetary | Cost value | Recoinage
value value

On hand July 1, 1960 e - $2,252.1 $114.9 $0.3
Received (4) or disbursed (—), 0et oo oo —28.5 +1.5
Revalued. . e +.3 =2 oo
Used In COIMAZE . - oo oo oo ccmmcmcccccmmm e e memmmm | e emm e —29.1 —1.8

On hand June 30, 1961 . . oo ee e rc e e 2,252.3 Y0 U R

The closing balance of $2,252.3 million in silver bullion at the
monetary value of $1.29+ per ounce, was held, together with $150.2
million in silver dollars, to secure outstanding silver certificates of
$2,373.9 million and outstanding Treasury notes of 1890 of $1.1 mil-
lion on June 30, 1961. This left a free balance of $27.5 million in mon-
etized silver.

614359—82——13
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Balances with depositaries.—The following table shows the number

of each class of depositaries and balances on June 30, 1961.

Deposits to the

Number of credit of the
Class accounts with | Treasurer of
depositaries 1 the United
States
June 30, 1961
Federal Reserve Banks and branches. ... ... 36 | 2 $629,999,352

Other domestic depositaries reporting directly to the Treasurer. ... 42 41, 756, 399

Domestic depositaries reporting through Federal Reserve Banks:

General depositaries - oo iaaaeicccamcecmmcmameaean 1,732 270, 855, 779
Special depositaries, Treasury tax and loan accounts....oo.oo..o... 11,340 5,452, 671, 002
Foreign depositaries 3 .. _______________. -- 73 22, 340, 204
B 0] Oy O 13,223 6,417,622, 736

L Includes only depositaries having balances with the Treasurer of the United States on June 30, 1961.
Excludes depositaries duly designated for this purpose but having no balances on that date and those
designated to furnish official checking account facilities or other services to Government officers but which
are not authorized to maintain accounts with the Treasurer. Banking institutions designated as general
depositaries are frequently also designated as special depositaries, hence the total number of accounts
exceeds the number of institutions involved.

2 Includes checks for $222,173,189 in process of collection.

8 Principally branches of U.S. banks and of the American Express Company, Inc.

Bureau operations

Receiving and disbursing public moneys.—Moneys collected by
Government officers are deposited with the Treasurer at Washington,
in Federal Reserve Banks, and in designated Government depositaries
for credit to the account of the Treasurer of the United States, and
all payments are withdrawn from this account. Moneys deposited
and withdrawn in the fiscal years 1960 and 1961, exclusive of certain
intragovernmental transactions, are shown in the following table on

the basis of the Daily Statement of the United States Treasury.

Deposits, withdrawals, and balances in the Treasurer’s account

1960

1961

Cash deposits (net) (including internal revenue, customs, trust
funds, ete.,

Public debt receipts ! ]
Less acerued discount on U.S, savings bonds and Treasury bills. ..

Total net deposits.
Balance at beginning of fiscal year.

$94, 861, 698, 466
187, 551,096, 432
~2, 844,933,117

$96, 897, 026, 794
176, 247, 926, 563
-2, 309, 768, 703

Total

Cash withdrawals (includes budget and trust accounts, ete.) .. ...
Net transactions in: .
Investments of Government agencies in public debt securities,
excess of investments, or redemptions é}—) .....................
Sales and redemptions of obligations of Gover:
market, excess of redemptions, or sales (—) ..
Public debt redemptions ... -
Less redemptions included in cash withdrawals....ceeneecaoaeen

Total net withdrawals,
Balance at close of fiscal year..._.._

279, 567, 861, 781
5,350, 391, 763

270, 835, 184, 654
8, 004, 740, 998

284, 918, 253, 544

278, 839, 925, 652

93, 508, 321, 596

992, 195, 940

—1, 265, 658, 759
185, 926, 242, 662
—2, 247, 588, 893

98, 283, 877,037

921, 036, 604

1,107, 286, 500
178, 607, 748, 801
—1,774,143,244

276, 913, 512, 546
8, 004, 740, 998

272, 145, 805, 698
6, 694, 119, 954

1 For details for 1961 see table 35.

Old series currency.—The Old Series Currency Adjustment Act,
approved June 30, 1961 (see exhibit 10, p. 297), authorizes and directs
the Secretary of the Treasury to make certain adjustments and to
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take certain other actions with respect to all large size currency
outstanding which was issued prior to July 1, 1929, and with respect
to small size gold certificates outstanding which were issued between
July 1, 1929, and January 30, 1934, the date of enactment of the
Gold Reserve Act of 1934 (31 U.S.C. 440-446). Any such old series
currency presented to the Treasury will be redeemed from the general
fund of the Treasury and the amount of the public debt outstanding
will be correspondingly reduced.

In accordance with the provisions of the new act, gold and silver
reserves in the aggregate amount of $61,059,919 were released as of
July 1, 1961. These reserves had been held as security for gold
certificates issued prior to January 30, 1934, and as security for or
for the redemption of Treasury notes of 1890 and of silver certificates
issued prior to July 1, 1929. The freeing of these reserves resulted
in an equivalent increase in the free gold balance and the free silver
balance in the general fund available for the issuance of gold certifi-
cates to Federal Reserve Banks and for the issuance of additional
amounts of silver certificates.

The amount of each of these old series currency issues outstanding
on July 1, 1961, was credited as a public debt receipt and established
as a public debt liability bearing no interest as follows:

Gold certificates. ... $29, 959, 806
Silver certificates. oo .o oo oen e .. 29, 958, 443
Treasury notes of 1890._________ .. ______._.____ 1, 141, 667

Also, as provided by section 4 of the new act, each Federal Reserve
Bank paid into the Treasury an amount equal to its Federal Reserve
notes of any series prior to the series of 1928 outstanding as of July 1,
1961. These payments were made on July 28, 1961, in the aggregate
amount of $36,419,050. This amount was credited to public debt
receipts and established as a public debt liability bearing no interest
(section 6(b) of the act). The amount received from each Federal
Reserve Bank was as follows:

Federal Reserve Bank Amount Federal Reserve Bank Amount
BoStON . e ciiaoeae $2,307,025 || St. LOWiS. oo ee e eeeemememe $1, 385, 645
New York..._ ———-| 9,259,995 || Minneapolis. - 1,307,395
Philadelphia__ --| 2,704,685 || Kansas City.... 1, 561, 510
Cleveland 3,756,435 || Dallas. - ... 972, 515
Richmond._. ——- 1,547,845 [| San Francisco... 3, 834,400
Atlanta. oo 2,054,150 —_—
Chicag0o. oo iC 5,637, 450 Total . el 36, 419, 050

In accordance with section 6(c) of the act, the Secretary of the
Treasury, from time to time, will determine the amount of each
denomination of each kind of old series currency outstanding which
in his judgment has been destroyed or irretrievably lost and so will
never be presented for redemption. The public debt liability for
these currencies will be reduced by the amount of the determinations
with corresponding credit to miscellaneous receipts of the Treasury.

The act also authorizes the establishment of a historical collection
of the paper currency issues of the United States.
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Issuing and redeeming paper currency.—By law the Treasurer is the
agent for the issue and redemption of U.S. paper currency. The
Treasurer’s Office procures all U.S. paper currency from the Bureau of
Engraving and Printing and places it in circulation as needed, chiefly
through the facilities of the Federal Reserve Banks and their branches.

The Federal Reserve Banks and branches as agents of the Treasury
redeem and destroy the major portion of the U.S. currency as it be-
comes unfit for circulation. A small amount is handled directly by
the Treasurer’s Office.

Federal Reserve notes are issued by Federal Reserve Banks. The
Federal Reserve Banks also redeem these notes, cut them in half and
forward the halves separately to Washington where the Currency
Redemption Division of the Treasurer’s Office verifies the lower halves
and the Office of the Comptroller of the Currency verifies the upper
halves. Both halves iare then destroyed under the direction of a
special committee.

The Currency Redemption Division also redeems unfit paper cur-
rency of all types received from local sources in Washington and from
Government officers abroad; and examines and identifies for lawful
redemption all burned and mutilated currency received from any
source. The last operation requires special techniques and unlimited
patience on the part of skilled examiners as the currency received
may be charred, discolored, moldy, in fragments, or in claylike
chunks. During fiscal 1961 such currency was examined for 45,588
claimants and payment made therefor to the extent of $6,918,446.

A comparison of the amounts of paper currency of all classes, in-
cluding Federal Reserve notes, issued, redeemed, and outstanding
during the fiscal years 1960 and’1961 follows.

1960 1961
Pieces Amount Pieces Amount
Outstanding July 1o coooamvaaaaae 3, 653, 469, 038 [$34, 076,030, 538 | 3, 568,125,302 | $34, 162, 802, 793
Issues during year. .ceeceeocoacucmnans 1, 651,081,648 | 7,714,526,885 | 1,687,618, 740 8,224,217, 983
Redemptions during year. ..... -| 1,636,425,384 | 7,627,754,630 | 1,623,060, 302 7, 698, 190, 987
Outstanding June 30 coveweoomaaemas 3,568,125,302 | 34,162,802,793 | 3,632,683,740 | 34, 688,829, 789

Table 63 shows by class and denomination the value of paper cur-
rency issued and redeemed during the fiscal year 1961 and the amounts
outstanding at the end of the year. Tables 58 through 61 give further
details on the stock and circulation of money in the United States.
These tables, however, do not reflect the adjustments made pursuant
to the Old Series Currency Adjustment Act described above. The
act was approved on June 30, 1961, the last day of the fiscal year and
adjustments were therefore not made until fiscal 1962.

Checking accounts of disbursing officers and agencies.—As of June 30,
1961, the Treasurer maintained 2,290 checking accounts as compared
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with 2,272 on June 30, 1960. The number of checks paid, by cate-
gories of disbursing officers, during fiscal 1960 and 1961 follows.

Number of checks paid
Disbursing officers
1960 1961
Treasury.. 283,496,174 301,031, 785
Army... --| 26,939,886 27, 943, 028
Navy. 33, 588, 322 35, 388, 109
Air Force 31, 594, 858 32,163, 458
Other. . 31, 292, 002 33, 655, 044
MOt e ceeccm e ccccemcccecmcceemececerc—meecmemcemeeeceeeamaam 406, 911, 242 430, 181, 434

Seitling check claims.—During the fiscal year the Treasurer processed
330,000 requests to stop payment on Government checks, including
approximately 66,000 requests for information and for photostatic
copies of paid checks. In addition, 61,000 requests for removal of
stop payments were processed.

The Treasurer acted upon 194,000 paid check claims during the
year, including those referred to the U.S. Secret Service for investiga-
tion which involved the forgery, alteration, counterfeiting, or fraudu-
lent issuance and negotiation of Government checks. Reclamation
was requested from those having liability to the United States on
29,000 claims, and $2,771,000 was recovered. Settlements and
adjustments were made on 27,000 forgery cases totaling $3,044,000.
Disbursements from the check forgery insurance fund, established
to enable the Treasurer to expedite settlement of check claims,
totaled $228,000. As recoveries are made, these moneys are restored
to the fund. Settlements totaling $2,737,000 have been made from
this $50,000 revolving fund established by the act of November 21,
1941 (31 U.S.C. 561-564).

Claims involving 81,000 outstanding checks were acted upon. Of
this number, 70,000 were certified for issuance of substitute checks
valued at $22,341,000 to replace checks that were not received or
were lost, stolen, or destroyed.

Oollecting checks deposited.—Government officers deposited more
than 6,700,000 commercial checks, drafts, money orders, etc., during
the year with the Cash Division in Washington for collection.

Sale of uncirculated coin sets—The Cash Division packaged and
sold to collectors 50,000 sets of uncirculated coins minted in 1959 and
223,000 sets minted in 1960. This service is rendered at no expense
to the Government as, in addition to the face value of the coins, a
fee of 58 cents a set is charged for the cost of assembling, handling,
and mailing the coins.
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Custody of securities.—The face value of securities held in the
custody of the Treasurer as of June 30, 1960 and 1961, is shown in
the following table.
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June 30
Purpose for which held
1960 1961
As collateral:
To secure deposits of public moneys in depositary banks___.......... $186, 388, 600 $134, 161, 600
To secure postal savings funds, 21,057, 500 17, 848, 500
In liew of SUreties. o oo oo iiieciiaeen 4, 240,000 4,038, 900
In custody:
For the Secretary of the Treasury 1o cccccceen 30,227, 514,068 | 31, 260, 583, 684
For Board of Trustees, Postal S8avings System_.._..._.._.._...._.... 469, 137, 000 344,137,000
For the Comptroller of the CUrreney . . ... cemoemeaaaaon 11, 723, 000 12,157,000
For the Federal Deposit Insurance Corporation. ... ... 1, 389, 300, 000 1, 385,297, 830
Yor the Rural Electrification Administration.. .. .. ... 95, 758,411 97,084,184
For the Distriet of Columbie. .. . aaaooo 41,918,842 51, 501, 866
For the Commissioner of Indian Affairs . . ... 40, 540, 895 38, 358,725
TForeign obligations 2 . .o 12,072,005,132 | 12,068, 244,132
Other3____ oo e e e e mcam—m——m 87,453,776 67,710, 576
For servicing outstanding Government issues:
Unissued bearer securities. ... . ... 1, 225, 703, 200 1, 968, 817, 900
7 ) RSO .| 45,872,830,424 | 47,450, 841, 897

1 Includes those securities listed in table 121 as in custody of the Treasury.
2 Issued by foreign governments to the United States for indebtedness arising from World War 1.
8 Includes U.8. savings bonds in safekeeping for individuals,

Servicing securities for Federal agencies and for certain other govern-
ments.—In accordance with agreements between the Secretary of the
Treasury and various Government corporations and agencies and
Puerto Rico, the Treasurer of the United States acts as special agent
for the payment of principal of and interest on their securities. The
amounts of these payments during the fiscal year 1961, on the basis
of the daily Treasury statement, were as follows:

Interest Registered | Coupon
Payments made for Principal paid with interest ! interest
prineipal

Federal home loan banks $1, 414,675,000 | $40,195, 505 (- $7, 893, 161
Federal land banks_____ 604,617,300 | 12,203,721 | § 75, 282, 319
Federal Farm Mortgag , 300 24 |__ 1,077
Federal Housing Administration... 91, 678, 650 857,807 | 6,604,647 | ...
Federal National Mortgage Associsal 1, 593, 224, 000 9,320,218 101, 468, 857
District of Columbia Armory Board. .o o |o o o|eimcmieemaas 814, 695
Home Owners’ Loan Corporation.... 8,600 |-_ 7,026
Philippine Islands. .. oeoooomencmeaaeoo N 28000 [-omeo oo 8,685
Puerto Rieo. oo eeees 1,152, 000 5,720 25, 625 87, 660
Total. e iieccccaccens 3, 705, 402, 850 62, 582,995 | 14,001,993 | 185, 563,480

t On the basis of checks issued.
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Internal Revenue Service !

The Internal Revenue Service is responsible for collecting internal
revenue and for administering the internal revenue laws. . One of the
primary objectives of the Service is to preserve and strengthen the
self-assessment system of taxation. The Service is responsible also
for administering certain other statutes including the Federal Aleohol
Administration Act (27 U.S.C. 201-212), the Liquor Enforcement Act
of 1936 (18 U.S.C. 1261, 1262, 3615), and the Federal Firearms Act
(15 U.S.C. 901-909).

Internal revenue collections and refunds

Collections—Internal revenue collections in fiscal 1961 reached a
record $94.4 billion. This was an increase of $2.6 billion, or 3 percent
more than that collected in fiscal 1960. It is significant that approxi-
mately 97 percent of the total is paid voluntarily by taxpayers under
our self-assessment system. An increase of $1.2 billion 1 individual
income taxes from those in fiscal 1960 represented almost one-half the
increase in total internal revenue and reflected the rise in the national
level of personal income in calendar 1960. The $0.4 billion decrease
in corporation income taxes resulted from the decline in corporate
profits in that year.

Old-age and disability insurance taxes provided more than half of
the additional revenue collected in fiscal 1961. The increase of $1.4
billion reflected not only the higher level of personal income but also
the rise in the tax rate (from 2.5 percent to 3.0 percent each on em-
ployers and employees) which was in effect for all of fiscal 1961 but
only part of fiscal 1960.

Excise taxes increased about $0.2 billion in fiscal 1961. Changes in
the tax structure which affected excise tax collections included: The
increase from 3 to 4 cents per gallon on gasoline and diesel fuel effective
all of fiscal 1961 but only part of 1960; the decrease from 20 percent to
10 percent in the tax rate for cabarets and roof gardens which became
effective toward the close of fiscal 1960; and the broadening of the tax
base for air conditioners by an administrative ruling effective
December 1, 1959.

Refunds.—Refunds of internal revenue, comprising both principal
and interest, aggregated $6.0 billion in fiscal 1961 compared with
$5.3 billion in 1960. Gross collections, less refunds, were $88.4 billion
in fiscal 1961 and $86.5 billion in 1960. These amounts will differ
from net budget receipts which exclude refunds and amounts trans-
ferred to trust funds, and include collections from customs and
miscellaneous sources.

A comparison of collections in the fiscal years 1960 and 1961 by
principal types of tax is shown below. Collections from 1929 through
1961 in more detailed categories are given in table 17.

Rl Additional information will be found in the separate Annual Report of the Commissioner of Internal
evenue.
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1960 1961
Source
In thousands of dollars
Income taxes:
Corporation. .. et maecmaeoes 22,179,414 | 21,764, 940
Individual:
‘Withheld by employers. . ._ 31,674,588 | 32,977,654
Other.... 13,271,124 | 13,175,346
Total individual income taxes. . e eemc—eicmaaee 44,045,711 | 46, 153, 001
Total income taxes_..___._ - -| 67,125,126 | 67,917,941
Employment taxes:
0Old-age and disability insurance e m e mam———cmm———n 10,210,550 | 11, 586, 283
Unemployment insurance. . R 341,108 345,356
Railroad retirement_ . - e eeemm 606, 931 570, 812
Total employment taxes --| 11,158,589 | 12,502,451
Estate and gilt taxes .o« .o oo 1,626, 348 1,916,392
Excise taxes: :
Alcoho! taxes [, PN 3,193,714 3,212, 801
Tobacco 1aXes o e ommceenaaooo .| 1,931,504 1,991,117
Other excise taxes___. e -1 6,739,522 6, 860, 384
Total excIse TaXeS . o e 11, 864, 741 12, 064, 302
Total collectionS . .......... e dcmmmmmeeemme—mam—mm oo caean 91,774,803 | 94,401,086

Interpretation and communication of tax law to taxpayers

To assist taxpayers in obtaining an understanding of their rights
and responsibilities, the Service prepares and distributes basic regu-
lations, rulings, tax forms, and instructions. It also publishes a
series of tax guides (including a school kit) and disseminates informa-
tion through the various news media. District and local offices
work closely with taxpayers by giving individual, group, or telephone
assistance to those in need of information to prepare their tax returns
correctly, comply with filing requirements, or meet payment
deadlines.

Taxpayer publications.—Under the Service’s taxpayer publications
program taxpayers are informed of the requirements of the Federal
tax laws and their rights thereunder, and are provided with clear,
understandable, and detailed answers to specific problems in order
to enable them to compute their taxes properly with a minimum of
time and effort. Several of the most widely used taxpayer publica-
tions are the detailed tax guides prepared for different classes of
taxpayers, such as small businesses, farmers, and aliens. Others are
published covering the tax effect of special problems common to broad
segments of the population.

Public information program.—The Service conducts an active
public information program, by the use of films and spot announce-
ments on radio and television, to provide current data on revenue
operations and to improve taxpayer understanding of Federal tax
laws. In addition, in 1961, more than 150 technical and general
news releases were issued, ranging from reports on the Service’s
nationwide gambling raids to developments on the conversion to
automatic data processing.

Taxpayer assistance.—The aim of the 1961 program was to provide
professional service to all taxpayers who needed assistance. During
the 1961 filing period, 10.4 million taxpayers were assisted compared
with 10.2 million for the same period in 1960. Three types of as-
sistance are furnished taxpayers: Individual or group assistance;
self-help (an employee helping two to eight taxpayers at a time by
going from one to another resolving problems as each fills out his
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own return); and replies to inquiries by telephone. In recent years
increasing emphasis has been placed on the use of the telephone
assistance. In 1961 about 56 percent of all requests were telephoned
compared with 53 percent in 1960.

Tax return forms program.—In keeping with its continuous effort
to simplify and improve tax return forms, the Service made a study
of suggestions for revising tax forms received from Service employees,
practitioners, and taxpayers. Several changes in the tax forms were
made, some of which were attributable to these suggestions and also
to the anticipated requirements for conversion to automatic data
processing. In addition, several new tax forms were issued to improve
Service procedures.

Regulations program.—Regulations completed during the year
included a major one relating to miscellaneous stamp taxes and
temporary regulations relating to the Dealers Reserve Adjustment
Act of 1960 (26 U.S.C. 481 note). All regulations issued under the
Federal Alcohol Administration Act (27 DFR, Parts 1-8) were re-
published in the Federal Register on December 29, 1960. These
regulations incorporate all amendments published by Treasury
Decisions prior to September 1, 1960, and reflect certain changes
made in chapter 51 of the Internal Revenue Code of 1954 by section
201 of the Excise Technical Changes Act of 1958 (26 U.S.C. 5001—
5692). '

Receipt and processing of returns

Number of returns filed.—In the 1961 fiscal year, 95.8 million tax
returns of all classes were received by the Internal Revenue Service,
which was 1.4 million (1.5 percent) more than in 1960. Over half
of the increase occurred among individual income tax returns with
the combined total of Forms 1040, 1040W, and 1040A increasing
0.8 million (1.3 percent) over those in the year before. Information
returns received in 1961 totaled over 330 million.

Processing of returns.—The three service centers processed almost
60.0 million individual income tax returns, about 12.7 million, or 27
percent more than in 1960. In addition, 4.7 million individual
estimated tax declarations were processed. Accounts receivable
were established for appropriate individual income and estimated
tax returns. This was the first year for which service centers per-
formed mailing and delinquency check operations on employers’
returns, Form 941, for all quarters and all districts.

In accordance with administration policy, the Service expedited
its refunding program to such an extent that the number scheduled
through March 1961 was 21 percent above the same period in 1960.
In the six-month period ended June 30, 1961, nearly 36.0 million
refunds were scheduled on individual income tax returns filed for
the 1960 tax year. This was an increase of 1.4 million (4 percent)
over the same period last year. The average refund scheduled for
the tax year 1960 was $124 compared with $114 for the tax year 1959.

During the period January—June 1961 the northeast service center
processed individual income tax returns for the tax year 1960 on new
high-speed magnetic tape computers. This advanced electronic sys-
tem made possible the submission of the refund data to the Chicago
regional disbursing office on magnetic tape. Beginning January 1,
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1962, the Service plans to utilize this equipment in the midwest and
western service centers.

Automatic date processing.—Substantial progress was made in the
Service’s program to develop automatic data processing during fiscal
1961. This program, which will be installed over a period of several
years, is designed to bring major advances to the processing and en-
forcement activities of the Internal Revenue Service through a net-
work of high-speed electronic computers. Some significant highlights
of the past year were: Creation of the new ADP Division; selection
and training of systems analysts and programmers; systems design for
processing business returns; planning for personnel redeployment;
establishment of the pilot service center in Atlanta, Ga.; and initiat-
ing ‘?he construction of the national computer center at Martinsburg,
W. Va.

The new system will be tested in the pilot service center established
in Atlanta. The center will service district offices in the States of
Alabama, Georgia, Florida, Mississippi, North Carolina, South Caro-
lina, and Tennessee. It was staffed with key administrative person-
nel and began the buildup of its work force to processreturns. Starting
January 1962 business-type returns will be processed, and in January
1963 this service center will begin processing individual income tax
returns.

Enforcement activities

The enforcement activities of the Service play an important role in
sustaining public confidence in our self-assessment tax system and in
encouraging voluntary compliance. These activities include correct-
ing errors on returns voluntarily filed; identifying and collecting taxes,
interest, and penalties from taxpayers; and, where warranted, prose-
cuting those who deliberately falsify or seek to evade their just tax
responsibilities.

Examination of returns.—District audit divisions examined 3.5
million returns during fiscal 1961 compared with 3.0 million in 1960.
This sharp increase in examinations is attributed primarily to the use
of improved office audit techniques. A comparison of the number of
returns examined during the last two years follows.

Fiscal year | Fiscal year
1960 1961
Type of return

In thousands of returns

Income tax:
Corporation. ... 165 163
Individual and fiduciary....... emmmmmemmremcecmmm——————- 2,571 3,079
Total INeOMe baX . -« oo eeee 2,736 3,242
Estate and gift taxeS...__...._.__.. 27 32
Excise and employment taxes ... ...____.. —— 236 212
Grand total. ... - - 3,000 3, 486

1 Excludes examinations resulting in no tax change where such examination was made from the taxpayer’s
copies of returns in the course of an andit covering both income and excise and/or employment taxes,

Additional tax, penalties, and interest assessed on examined returns
amounted to nearly $1.8 billion in 1961, an increase of $972,000 over
that in 1960. A decrease of $85.3 million in additional assessments of
corporation income taxes was more than offset by increases of $81.5
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million on individual and fiduciary income taxes, $2.5 million on estate
and gift taxes, and $2.4 million on employment taxes. Theamountsaved
through the examination and disallowance of improper refund claims
increased from $635 million in 1960 to $649 million in 1961. Not all
examinations resulted in an increase in tax, however. For instance,
recommendations of $116.0 million in overassessments were made in
1961, an amount only slightly less than the $116.5 million recommended
in 1960.

- Mathematical verification.—Tax computations on more than 59.5
million individual income tax returns were mathematically verified
during the year, an increase of 9.3 million, or 19 percent over those in
1960. The number of error cases increased from 2.0 million in 1960 to
2.5 million in 1961. The verification process yielded tax increases
aggregating $132 million, compared with $112 million in 1960, while
tax decreases totaled $66 million, compared with $49 million last year.

Delingquent returns secured.—The number of investigations con-
ducted as a result of preliminary evidences of failure to file returns
rose from 1.0 million in fiscal 1960 to 1.3 million in 1961. This
investigative increase was responsible for a rise in delinquent returns
secured by district collection divisions from 897,000 during fiscal
1960 to 969,000 in 1961. The amount of tax, penalties, and interest
on these returns was $159.2 million, a gain of 38 percent over 1960,
In addition, district audit divisions secured 95,000 delinquent returns
in connection with tax examinations. .Although this was 5,000 fewer
than last year, additional tax, penalties, and interest on these returns
rose from $37.9 million in 1960 to $50.7 million, an increase of 34
percent.

Summary of additional tax from enforcement.—Additional tax, penal-
ties, and interest assessed in 1961 as a result of enforcement activities
amounted to $2,130 million as compared with $2,052 million assessed
in 1960. This was a 4 percent increase aud is the highest annual
total in the history of the Service. A comparison of additional tax
froria enforcement during the last two years is shown in the following
table,

1960 1961
Sources
In thousands of dollars
Additional tax, interest, and penalties resulting from examination. ... _..__..._.. 1,786, 915 1, 787, 887
Increase in individual income tax resulting from mathematical verification. ... 112, 066 131, 981
Tax, interest, and penalties on delinquent returns ——- 153, 511 209, 873
Total additional tax, interest, and penalties. . ... oo __ 2,052, 493 2,129,741
Claims disallowed- 634, 758 649, 471

Fraud imwestigations, indictments, and convictions.—The number of
preliminary investigations totaled 12,866 in 1961 compared with
11,480 in 1960, and full-scale investigations totaled 3,677 in
1961 and 3,561 in 1960. Prosecution was recommended in 2,096
cases, an increase of 279 over last year.. Indictments were returned
against 1,709 defendants in 1961 compared with 1,260 in 1960. In
the cases reaching the courtroom, 1,129 pleaded guilty or nolo con-
tendere, 102 were convicted, 49 acquitted, and 194 were dismissed.
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These compare with 950 pleas of guilty or nolo contendere, 136 con-
victious, 69 acquittals, and 204 dismissals in 1960.

Nationwide coordinated raids against wagering tax violators took
place in 160 cities and resulted in 421 arrests and the seizure of 36
automobiles, $270,000 in currency, and miscellaneous gambling
equipment. Prosecution was recommended in 781 wagering cases
compared with 524 in 1960.

Tuvestigation of the tax affairs of major racketeers was emphasized
in line with the Service’s participation in the Department of Justice
drive on organized crime. To assure maximum effort in this program
as well as in the usual enforcement activities, the authorized special
agent strength was increased by 161,

The number of convictions in the past nine fiscal years are shown in
the following table.

Number of
Fiscal year individuals
convicted

1953 929
1,201
1,339
1,572
1,256

Alcohol and tobacco tax administration.—During 1961 the three
enforcement programs adopted in 1957 against illicit distilleries have
continued to be highly successful. The program which concentrates
on criminal cases against major violators in critical enforcement areas
was responsible for the arrest, conviction, and imprisonment of many
syndicate members as well as unaffiliated major violators. Under
the known defendant seizure program, the number and percentage of
distilleries seized involving the arrest of one or more violators in-
creased over 1960. The program to prevent the acquisition of raw
materials used in illicit alcohol products continued to curtail supplies.

tS)leizures for violations of alcohol tax laws are shown in the following
table.

Number | Gallonsof | Number
Fiscal year of stills mash of arrests
seized seized made !

1940, 10,663 | 6, 480,200 25, 638
1945___ 8,344 | 2,945,000 11,104
1950. 10,030 | 4, 892, 600 10, 236
1955 12,509 | 7,375,300 10, 545
1956._. 14,499 | 8,643,200 11, 380
1957__.. —— 11,820 { 6,756, 600 11,513
1958...- l 9,272 | 5,140,800 11,631
1959... 9,225 | 4,655,600 10,912
1960. 8,290 | 4,274,400 10,376
1961 6,826 | 3,669, 500 9, 503

1 Includes arrests for firearms violations and, beginning with 1955, tobacco tax violations. Arrests in-
volving these two classes of violations during 1961 numbered 514 and 6, respectively.
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With the implementation of the Excise Technical Changes Act of
1958 by regulations effective July 1, 1960, an opportunity was pro-
vided to accelerate a change in the concept of on-premises supervision
which has been in progress for the past several years. This change
involves two principal elements: Transferring to proprietors the re-
spousibility for the performance of various manual and clerical tasks;
and the use of selective sampling methods in lieu of full-time personal
supervision.

After the new regulations had been in effect for several months,
a nationwide survey of inspector (on-premises) manpower require-
ments was conducted. By using the uniform guides for the assign-
ment of Government officers to particular plant duties, it was
determined that a saving could be made. Accordingly, the inspector
(on-premises) staff has been reduced through attrition, transfers to
other assignments within the Alcohol and Tobacco Tax Division, and
transfers to other Service activities.

Inspections for the fiscal year aggregated 36,044, of which 26,256
related to plants and permittees other than dealers. The reduction
in the number of inspections (from 38,561 and 28,066, respectively),

- resulted primarily from the substitution of an ‘“‘inspection by selec-

tion”” program for the previous “‘scheduled inspection’” program.

Collections of past-due accounts.—On June 30, 1961, past-due ac-
counts on hand totaled 960,053 representing $1.0 billion in unpaid
taxes. This was 2 percent higher than a year ago in number of
accounts and 3 percent more 1n dollars. The increase was due pri-
marily to the large number of accounts which became past due during
the year and which totaled 2.9 million and involved taxes of $1.5
billion. This volume was the second highest on record, exceeded
only in fiscal 1958.

Some increase in the number of past-due accounts had been expected
in view of anticipated normal growth factors and expanded coverage
in both the audit and delinquent returns activities. The extent of
the increase, however, exceeded estimates, primarily because of the
unforeseen degree of the economic recession. Unemployment among
wage earners made both collections and case disposals difficult. This
factor, in addition to the earlier programmed increase in canvassing
actlva, precluded the possibility of bringing about a reduction in
inventories.

Accounts closed in 1961 totaled 2.9 million in the amount of $1.5
billion, of which $1.1 billion was collected. Closing of accounts by
the office collection force was responsible for 65 percent of all accounts
closed compared with 62 percent in 1960. The importance of office
collection cannot be overemphasized, for the extent of its success
frees revenue officer time to handle the more difficult and older cases
and to secure delinquent returns. Accounts with balances two years
old and over were reduced to 91,924 as of June 30, 1961, compared
with 134,049 on hand a year earlier.

Appeals and civil litigation.—The 14,871 protested income, profits,
estate, and gift tax cases referred by district audit divisions to regional
appellate divisions at the request of taxpayers was 7 percent less than
the 16,001 received in 1960. This was the lowest volume of cases
referred since 1956. The principal reason for the decline was the
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increased emphasis on informal conference in the district audit
divisions.

Disposals, though below 1960, exceeded receipts for the second
consecutive year, resulting in the lowest combined pre-90-day and
90-day case inventory in four years. On June 30, 1961, such cases on
hand totaled 10,922 compared with 11,832 on hand at the beginning
of the year.

The number of petitions filed with the Tax Court of the United
States was less than in 1960. This, coupled with more docketed case
disposals than in any previous year, caused the inventory of docketed
cases to decline to its lowest point since 1958.

The Supreme Court decided 10 tax cases, sustaining the Govern-
ment’s position in 8 cases. The circuit courts of appeals decided 261
tax cases (exclusive of bankruptcy, receivership, insolvency, compro-
mise, and liquor cases). Of these, the Government’s position was
supported in 193 cases.

Taxpayers who have paid a disputed tax may sue for refund in the
Court of Claims or in a U.S. district court. The district courts de-
cided 166 cases for the Government, 192 for the taxpayer, and 39
cases partly for the Government and partly for the taxpayer. The
Court of Claims decided 17 cases for the Government, 24 cases for the
taxpayer, and 5 partly for each.

Major administrative improvements and changes

Savings from improvements.—The management improvement pro-
gram once again made a major contribution to the efficiency and
effectiveness of the Service. Through the efforts of employees at all
levels in studying the Service’s operations and policies tangible recur-
ring savings of $3.7 million were realized. The incentive awards
program added $755,245 which brought the grand total to $4.5 million.
In addition to these recurring savings there were improvements
resulting in one-time savings of $2.1 million and many other improve-
ments of direct benefit to the Service in its operations and to the tax-
payer by way of better service which, though not susceptible to meas-
urement, were nonetheless significant.

District offices—Anchorage, Alaska, became the first new internal
revenue district office in 40 years on January 6, 1961. It is the 11th
district office in the San Francisco region and raises the total in the
Service to 62.

Organizational changes in the national office.—The following changes
in organization were made to improve operations and provide better
management control.

Administration activities were regrouped in September 1960 and
placed under a newly created office of Assistant Commissioner for
Administration. The new Assistant Commissioner (Administration)
agsumed jurisdiction over the formerly independent Reports and Pub-
lic Information Divisions, as well as the Facilities Management,
Personnel, and Training Divisions.

On January 1, 1961, the former Collection Division was converted
into two new divisions, the Collection Division and the ADP Division.
The ADP Division was given responsibility for putting in operation
the ADP system and the closely related returns processing, revenue
accounting, and service center operations. The new Collection Divi-
sion retained responsibility for collection enforcement activities.
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The International Operations Division was reorganized as the Office
of International Operations in August 1960. The primary objectives
were to organize district-type operations along district organization
lines and to establish a planning unit (Operational Research Staff).

The two divisions under the Assistant Commissioner (Inspection)
were reorganized in fiscal 1961 to provide better management and
supervision and to meet growing responsibilities arising from the
Service’s long-range expansion programs.

Effective April 3, 1961, the Operating Facilities Division was
reorganized and became the Facilities Management Division. The
major purpose was to place all facilities management activities relat-
ing to field operating programs in one branch and to place in a separate
branch all administrative services performed for the national office.
Personnel

The Service concentrated its personnel administration resources
during the past year on four major areas: A greatly expanded college
recruitment program; development of plans and procedures for rede-
ploying employees affected by the conversion to automatic data
processing ; strengthening employee-management; relations, including
an employee opinion survey; and issuance of guides and standards for
extending the “Blue Ribbon’’ career service program.

Employees on the rolls at the close of 1861 numbered 53,680, com-
pared with 50,199 a vear earlier. There were 3,031 employees in the
national office and 50,649 in regional and district offices, and the
Office of International Operations. The field service with 3,152 was
the principal beneficiary of the increase of 3,481 over June 30, 1560.

An analysis of the personnel structure by type of position for fiscal
1960 and 1961 is shown in the following table.

Number on rolls
at close of fiscal year
Location and type
1960 1961
By LocaTiON
National 0ffiCe .. oo e eceeeee 2,702 3,031
Regional and district offices 1o 47,497 50, 649
BY TYPE
Permanent personnel:

Supervisory personnel . e cmemccmeaen 541 553

Enforcement personnel:
Revenue officers. .. 5,476 5,769
Office auditors... 2,343 2,657
Tax examiners... e e 4,123 4,502
Revenue agents. - - - 10, 583 11, 289
Special agents oo eceeeeee 1,418 1,558
Alcohol tax inspectors._.... 392 425
Alcohol tax investigators... 901 915
StOrekeePer-gatgerS . - o < ecamemcoc o oo m e amccm e ccc e cccemmne 719 611
Total enforcement personnel. . .. ccean 25,955 27,726
Legal personnel - 533 599
Other technical personnel e e e 4,668 5,101
Clerical personnel, messengers, and laborers 2. __.__._______ 16,743 17,492
Total permanent personnel 48, 440 51,471
Temporary personnel 1,759 2,209
Grand total..... 50,199 53, 680

1Includes Office of International Operations personnel (headquarters and field offices) numbering 307
for 1960 and 391 for 1961.
3 Includes 4 overseas employees hired locally.
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Training

With pilot automatic data processing scheduled in the Atlanta
region in fiscal 1962, and necessary preparation for soon-to-follow ADP
operations in other regions, the appropriate training received a high
degree of emphasis. As an initial step to orient the Service’s top
management n the role and capabilities of ADP, an executive seminar
was held in October 1960 with twenty-three top Service officials
attending. Another seminar was later held in Atlanta for high
officials of that region in anticipation of its ADP operation.

In view of the growth of the training program in recent years and
the important role it plays in the Service’s activities, a task force
was appointed in April to study the entire training function and to
recommend improvements.

Space and equipment

The Service reexamined its traditional office layouts to find ways of
housing more employees in the space available. As a result new con-
cepts were applied to office-furniture arrangements, and new equip-
ment, standards emerged, based on the functions performed by Service
employees and the kinds of equipment actually needed for these
functions. New furniture and equipment in keeping with the new
standards have been satisfactorily tested and the groundwork has
been laid for a revised long-range equipment program.

Cost of administration

The cost of operating the Service in 1961 was $413.3 million,
including $357,000 from reimbursements, or 99.8 percent of the funds
available, compared with total obligations of $363.7 million in 1960.
Of the 53,345 man-years planned, 53,206 man-years, or 99.7 percent
were actually realized. This is an increase of 2,159 over the 51,047
man-years realized in 1960.

The increase of $49.6 million over fiscal 1960 costs was used to finance
a salary increase effective July 10, costing nearly $26 million; the
Service’s contribution of approximately $3 million for employees
health benefit plans which also became effective July 10; an increase
in automobile reimbursement allowance from 8 cents to 10 cents a
mile costing about $1 million; approximately $13 million for the first
step of a long-range program to strengthen enforcement and modernize
returns processing through conversion to automatic data processing,
including the pilot center in Atlanta; personnel promotions; and
increased requirements for and costs of supplies, equipment, communi-
cations, and space.
Long-range planning

The Service’s long-range plan was updated during 1961 to take
account of revised workload projections, current work performance
rates, and new research results. The plan provides for a Federal tax
administration equipped to deal with internal revenue requirements
of a growing population and a growing economy.

Long-range objectives include the modernization of returns processing
through use of high-speed electronic equipment; expansion of the
capacity to examine tax returns commensurate with requirements to



ADMINISTRATIVE REPORTS 203

maintain an adequate level of voluntary compliance; increased
investigative efforts aimed at tax evaders, especially racketeers; and
improvement of the system to detect and secure delinquent returns.
The plan also provides for prompt collection of past-due accounts
arising from higher levels of tax enforcement; strengthening of
enforcement-related activities such as the Appellate Division and
the Office of the Chief Counsel; and the upgrading and improvement
of space and equipment throughout the Service. These broad
programs are scheduled over a number of years. "

Advisory group

The advisory group was established in 1959 to effect better coopera-
tion and understanding between taxpayers, tax practitioners, and the
Revenue Service. Four meetings were held with officials of the
Service in 1961, and discussions touched on all facets of operations.
From suggestions by members numerous improvements have been
made in both administration and procedures.

In keeping with the Service’s commitment to the members, the
terms of the first group expired in June 1961. During that month a
new panel of twelve high-ranking lawyers, accountants, educators,
and businessmen was appointed. Like their predecessors, they were
chosen from all sections of the country and serve without compensation.
The new advisory group, at their first meeting in June 1961, suggested
comprehensive agenda for discussions throughout the coming year.

Internal controls

Internal audit.—In the interest of efficient administration, the
Service performs an independent review and appraisal of its accounting,
financial, and other operating activities. Coverage of all major field
activities is required at least once each year. This includes the vari-
ous segments of the 9 regional offices, 62 district directors’ offices, 3
service centers, and the Office of International Operations, aggregat-
ing 252 separate units subject to audit. For the second consecutive
year an internal audit was made of each of the field activities except
those in Anchorage and the Atlanta service center which were created
late in the year.

Internal security.—To strengthen and sustain public confidence in
the voluntary self-assessment system, special emphasis is being paid to
the conduct of personnel in their official relations with taxpayers and
tax practitioners. Thorough, expeditious, and impartial investiga-
tions are made where there 1s evidence or allegation of wrongdoing on
the part of employees. Applicants for employment are subjected to
thorough character investigations. Involved in this area also are the
investigations of enrollees and applicants for enrollment.

Over 6,000 investigations of employees and applicants for employ-
ment were completed in 1961, compared with nearly 5,000 in 1960.
An expanded recruitment program was responsible for much of the
increase.

Enrollment of practitioners

Lack of integrity on the part of persons enrolled to practice before
the Internal Revenue Service could have a disastrous effect on revenue

6143590—62——14
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collections by undermining public confidence in the tax system. The
Service i1s determined to investigate fully every incident of corrupt
practice and to take swift action to discourage and eliminate further
occurrences. The Director of Practice has intensified the surveillance
of improper activities by enrolled practitioners. Tax practitioners
have been put on notice of the Service’s great concern with proper
conduct in all tax matters and they and the public have been asked
to assist the Service in this effort.

Office of International Finance

The Office of International Finance assists the officers of the
Department in the formulation and execution of policies and programs
in international financial and monetary matters.

By direction of the Secretary, the responsibilities of the Office of
International Finance include the Treasury’s activities in relation to
international financial and monetary problems, covering such matters
as the U.S. balance of payments, the convertibility of currencies,
exchange rates and restrictions, and the extension of stabilization
credits; gold and silver policy; the Bretton Woods Agreements Act,
and the operations of the International Monetary Fund, the Inter-
national Bank for Reconstruction and Development, the Interna-
tional Finance Corporation, the Inter-American Development Bank,
and the International Development Association; foreign lending and
assistance; the North Atlantic Treaty Organization; the Anglo-
American Finauncial Agreement; the United States Exchange Stabi-
lization Fund; and the Foreign Assets Control.

The responsibilities of the Office of International Finance also
include activities of the Treasury in relation to the National Advisory
Council on International Monetary and Financial Problems. The
Secretary of the Treasury is Chairman of the Council, which was
established in 1945 by the Bretton Woods Agreements Act (22 U.S.C.
286b) in order to coordinate the policies and operations of the U.S.
representatives on the International Monetary Fund, and the Inter-
national Bank, and of all the agencies of the Government which make
or participate in making foreign loans or which engage in foreign
financial, exchange, or monetary transactions. The acts authorizing
U.S. membership in the International Finance Corporation, the
Inter-American Development Bank, and the International Develop-
ment Association also provide for the coordination by the National
Advisory Council of the U.S. representatives to these mstitutions.

The Office also acts for the Treasury on the financial aspects of
international treaties, agreements, and organizations in which the
United States participates, and it takes part in negotiations with
foreign governments with regard to matters included within its
responsibilities. It assists the Secretary on international financial
aspects of problems arising in connection with his responsibilities
under the Tariff Act.
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The Office of International Finance advises Treasury officials and
other departments and agencies of the Government concerning
exchange rates and other financial problems encountered in operations
involving foreign currencies. In particular, it advises the Depart-
ment of State and the Department of Defense on financial matters
related to their normal operations in foreign countries and on the
special financial problems arising from defense preparation and
military operations. In conjunction with its other activities the Office
studies the financial policies of foreign countries, exchange rates,
balances of payments, the flow of capital, and other related problems.

The Division of Foreign Assets Control administers certain regula-
tions and orders issued under section 5(b) of the Trading with the
Enemy Act. The Foreign Assets Control Regulations block all
property in the United States in which any Communist Chinese or
North Korean interest exists and prohibit all trade or other financial
transactions with those areas or their nationals. The Control carries
on licensing activities in connection with transactions otherwise
prohibited and takes action to enforce the regulations.

The Control also administers regulations which prohibit persons
in the United States from purchasing, selling, or arranging the purchase
or sale of strategic commodities outside the United States for ultimate
shipment to the Soviet bloc. The latter regulations supplement the
export control laws administered by the Department of Commerce.

Bureau of the Mint !

The principal functions of the Bureau of the Mint include the
manufacture of coin, both domestic and foreign; the distribution of
domestic coin between the mints, the Federal Reserve Banks and
branches, and the Treasurer of the United States in Washington,
D.C.; the custody, processing, and movement of gold and silver
bullion; the administration of the regulations issued under the Gold
Reserve Act of 1934, as amended (31 U.S.C. 440-446), and section 5b
of the act of October 6, 1917, as amended (12 U.S.C. 95a), including
the issuance and denial of licenses, the purchase of gold, and the sale
of gold bullion for industrial use; the administration of silver regula-
tions issued under the acts of July 6, 1939 (31 U.S.C. 316¢c), and
July 31, 1946 (31 U.S.C. 316d); the manufacture of historic and
special Government medals; and other technical services.

In addition to the Office of the Director of the Mint in Washington,
D.C,, six field institutions were in operation during the fiscal year
1961, consisting of the Philadelphia and Denver mints where coins
are manufactured; the San Francisco Mint, operating as an assay
office and bullion depository; the Fort Knox Gold Bullion Deposi-
tory; the New York Assay Office; and the West Point Silver Bullion
D]%pository which operates as an adjunct of the New York Assay

ce.

1 Additional information concerning the Bureau of the Mint is contained in the separate annual report
of the Director of the Mint.
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Coinage

The mints manufactured 3.1 billion domestic coins during the fiscal
year 1961, an increase of 19 percent over the previous year’s output
of 2.6 billion coins. The following table shows production of the
five denominations coined during the year.

Production 2
Number | Face |Standard
Denomination 1 Metallic composition of coins value gross
weight
In millions Short
touns
1-cent pieces. ___._... Bronze (95% copper, 5% zinc and tin) .._.__...._.. 2,461.9 $24.6 8, 440
5-cent pieces. - c-eece- Cupronickel (75% copper, 25% nickel) 210.4 10.5 1,159
Dimes. —.ecccmeeaoee. 900 parts silver, 100 parts copper- - _ .o —cooocmecouee 305.7 30.6 842
Quarter dollars._..__.]..._. do.... 74.6 18.6 514
Half dollars .. .oo____|-——_. do-... 18.5 9.2 256
Total . oceoemooo m—— --| 3,071.1 93.6 311,210

1 No silver dollars were coined during the year; the last dollar coinage was in September 1935.
2 Includes 2,451,800 sets of proof coins.
3 Consists of 1,450 tons of silver, 9,048 tons of copper, 290 tons of nickel, and 422 tons of zinc and tin.

In addition to domestic coinage, the Philadelphia Mint manufac-
tured 110.4 million coins for four foreign governments, as follows:

Number of

Government Denomination Metallic composition coins pro-

duced (in

millions)

Dominican Republic.__{ 50 centavos._...__.__ 900 parts silver, 100 parts copper.._....__. 0.1
25 centavos. . oo f-_.__ L« (o PR .6
............................................ 7
75%, copper, 25% nickel. _ __._._______.__.. 6.0
900 parts silver, 100 parts copper- . ..-...-- .7
..... 5 U .4
_____ [ T .2
75% copper, 25% nickel. . .2
95%, copper, 5% zin¢_ .. _______.._________.. 2.0
............................................ 3.5
.1
..... do .1
709,copper, 189, zine, 129, 40.0
809, copper, 209 zinc. - - 40.0
95% copper, 5% zine. - 20.0
............................................ 100.2
............................................ 110.4

During the fiscal year 1961 the mints issued 3.1 billion domestic
coins for circulation, compared with 2.7 billion coins in 1960. The
six denominations issued are shown in the following table.
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Number of | Face value |Gross weight
coins issued !
Denomination
In millions Short tons

3-cent PIeCeS . oo s 2,454.8 $24.5 8,416
5-cent pieces.. 225.5 11.3 1,243
Dimes..c.....- 303.7 30.4 837
Quarter dollars. 80.2 20.0 552
Half dollars..... 20.2 10.1 278
Silver Qollars. - oo eiccieeas 23.7 23.7 697
B 117 ) DI PRUPI 3,108.1 120.0 12,023

1 Includes 2,451,619 sets of proof coins sold by the Philadelphia Mint. A set consists of five coins (1¢, 5¢,
10¢, 25¢, and 50¢ denominations).

The total stock of domestic coins, comprising the amount held in
the mints and other Treasury offices, in Federal Reserve Banks,
commercial banks, and in the hands of the public, is compared at the
close of the past two fiscal years as follows:

Face value (in millions)

Stock of U.S. coins
June 30, 1960 | June 30, 1961 | Increase, or
decrease (—)
Minor COINS. - e $559. 1 $594.1 $34.9
Subsidiary silver coins._ - 1,552.1 1,608.7 56. 6
Silver AOMArS. - - oo cccmcaeee e 487.8 487.6 1—-.2
1 . AR 2,599.0 2,690.3 91.3

1 Decrease represents the amount of uncurrent (worn) silver dollars withdrawn from circulation and
returned to-the mints during fiscal 1961.

Gold

The three mints and the New York Assay Office received 6.0
million fine ounces of gold valued at $211.3 million during fiscal 1961.
Issues of gold totaled 63.2 million ounces valued at $2,211.9 million,
including sales of 2.0 million ounces valued at $69.0 million for domestic
industrial, professional, and artistic use. Gold in the Fort Knox
Depository amounted to 356.7 million ounces valued at $12,483.4
million throughout the year. Total holdings and transactions are
shown in the following table.

Fine ounces Value
Gold holdings and transactions (excluding intermint transfers 1)
'In millions
Holdings on June 30, 1060 .- e mmccccceeeee 552.

2.1 $19,322.2
Receipts. o oocoeoaoao o 6.0 211.3
TSSUeS oo gi g 2,211.9
7.2

Holdings on June 30, 1961 17,321.5

Net QeCrease . o oot e ecemeccmieeees 57. 2,000.7

! Intermint transfers amounted to 67.2 million ocunces valued at $2,353.5 million during fiscal 1961.
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Silver

Silver bullion transactions made at the mints, the New York Assay
Office, and the West Point Depository, and beginning and end-of-year
holdings of the five institutions are summarized in the following
statement.

Silver bullion holdings and transactions ‘(excluding intermint transfers 1) Fine ounces
(in millions)

Holdings on June 30, 1960.. ... .. ... P 21,834.1
Receipts:
Newly mined domestic silver, act of July 31, 1946 (31 U.S.C. 316d) ... oeoenoan. .8
Lend-lease silver from foreign governments:
. SN - e PO 1.1
Pakistan__ ... [P 8
Saudi Arabia. . .ol s - 1.4
Total lend-lease silver_____ . 3.3
Recoinage bullion from uncurrent U.8, silver coins e 1.1
Other miscellaneous receiPts. .o oo e eeeeen 3
T ota) TOCEIPES . oo o oo e e e e e 5.0
Issues:
Manufactured into U.S. subsidiary silver coins. ... ool 42.3
Sold under act of July 31, 1946 (31 U.8.C. 316d).... 40.5
Other miscellaneous issues._ .- .. ooocooo.o_. ™
DOt IS SIS o e o e e o c et e e mmmm e mmne 82.8
Holdings on June 30, 1961 . _ e ececceececemeen 31,756.2
Net decrease in silver bullion. ... o oooooaooniios 77.9

*Less than 500,000. . .
8 1 Il]xtggmint transfers, including physical and book transfers, amounted to 175.4 million ounces during
scal 1961.
2 Includes 1,677.1 million ounces held as security for silver certificates.
3 Includes 1,677.3 million ounces held as security for silver certificates.

Revenue and monetary assets

Revenue deposited by the Bureau of the Mint into the general
fund of the Treasury totaled $62.4 million during the fiscal year.
Seigniorage on the 398.8 million subsidiary silver coins manufactured
amounted to $26.9 million and on the 2,672.3 million minor coins
manufactured, $28.4 million. Seigniorage on the 0.2 million ounces
of silver bullion revalued from cost to monetary value as security for
silver certificates amounted to $0.1 million. In addition to the
$55.4 million in seigniorage, other miscellaneous deposits amounted
to $7.0 million.

Monetary assets of gold and silver bullion, silver and minor coins,
and other values in the six mint institutions totaled $21.7 billion at
the beginning of the fiscal year and $19.6 billion at the close of
the year.

United States gold and silver production and consumption

The estimates of United States gold and silver production and
issues of gold and silver for domestic industrial, professional, and
artistic use, made annually by the Office of the Director of the Mint,
are on a calendar year basis.

Domestic gold production totaled 1,679,800 fine ounces during the
calendar year 1960, cornpared with 1,635,000 ounces in 1959. Silver
production in 1960 totaled 36,800,000 fine ounces, compared with
23,000,000 ounces in 1959.
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Gold and silver issued in 1960 for domestic industrial, professional,
and artistic use amounted to 3,000,000 ounces and 102,000,000 ounces,
respectively, compared with 2,521,800 ounces and 101,000,000 ounces
in 1959.

Management improvement

In the fiscal year 1961 the Mint’s management improvement
program achieved total annual recurring savings of $56,200. At the
Philadelphia Mint the installation of automatic data processing
equipment for the processing of proof coin orders resulted in savings
of $40,000 which related to reimbursable operations. Savings of
$16,200 relating to appropriation items were effected by improved
coinage operations at Philadelphia and Denver, and improved refinery
operations at the New York Assay Office. Appropriation savings
were applied to offset partially wage increases granted to per diem
employees, and increased costs of supplies and materials.

Continuing attention was given throughout the year to the incentive
awards program, records management, safety, control of communica-
tion costs, and forms and reports control. Cash awards amounting
to $580 were granted to employees for suggestions resulting in savings
of $9,382 per year and intangible benefits.

Bureau of Narcotics !

The Bureau of Narcotics is responsible for the prevention,
investigation, and detection of violations of the Federal narcotic
and marihuana laws,

The principal objectives of the Bureau are: To suppress the illicit
traffic in such drugs and thus avoid the spread of addiction; to control
the legitimate manufacture and distribution of narcotic medicines
and prevent their diversion for addiction purposes; to cooperate,
through the State Department, with other governments in control
of the international drug traffic and the discharge of the obligations
of the United States under the several narcotics conventions and
protocols; and to cooperate with the several States in narcotic drug
legislation and local law enforcement.

Law enforcement

To suppress the illicit traffic the Bureau concentrates its efforts as
far as possible on: Eliminating foreign sources of supply of clandestine
drugs and preventing their smuggling into the United States; detect-
ing and preventing illicit interstate traffic; detecting and eliminating
wholesale traffic within the States; and cooperating with State and
local officials to eliminate retail peddling and promote the treatment
and cure of addicts.

In foreign countries investigation, surveillance, and negotiation are
undertaken to detect and locate narcotic drugs intended for illicit
traffic and prevent their entrance into this country. During the fiscal
year 1961 through cooperation with the Canadian, French, Greek,
Italian, Lebanese, Mexican, Swiss, Syrian, and Turkish Governments
large quantities of crude, semiprocessed, and finished products destined
for the United States were seized, leading in some instances to the
closing of large clandestine laboratories. The lines of supply of heroin

1 Further information is available in the separate report of the Bureau of Narcotics entitled, Tvaffic in
Opium and Other Dangerous Drugs for the Year Ended December 31, 1960,
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originating in Communist China were further disrupted, and the Bu-
reau continued its guard against the huge supplies of opium and heroin
which are available in that area. '

The Narcotic Control Act of 1956 (21 U.S.C. 174) continues to be
an important and effective aid in discouraging the illicit traffic in the
United States, as reflected in the longer sentences imposed. For un-
registered narcotic violators the average sentence per conviction was
6 years 6 months in 1961 as compared with 3 years 7 months in fiscal
1956, the last year preceding enactment of this law; and for marihuana
violators the average was 5 years 2 months as compared with 3 years
4 months in 1956. In jurisdictions where the policy of heavier sen-
tences applies, continued stiffening of penalties 1s acting as a steadily
increasing deterrent to illicit traffic.

In its enforcement activities during the year the Bureaun seized a
total of 157,358 grams of narcotics as compared with 74,444 grams in
1960. Seizures of marihuana amounted to 620,437 grams bulk and
776 cigarettes as compared with 1,529,722 grams bulk and 731 ciga-
rettes in 1960.

Number of violations of the narcolic and marithuana laws reported during the fiscal
year 1961 with their dispositions and penalties

Narcotic laws Marihuana laws
Registered persons Nonregistered persons Nonregistered persons
Federal State Federal State Federal State
Court Court Court Court Court Court
Pending July 1, 1960..-.-- 11 935 100
Reported during 1961 ... 5 1,481 163
16 2,416 263
5 1 880 330 83 55
Acquitted. - — 29 10 2 1
Dropped..... 1 205 57 23 15
Total disposed of I._ 12 1,511 179
Pending June 30, 1961 1. 4 905 84
Yrs. | Mos.| Yrs. | Moes.| Yrs. | Mos. | Yrs. | Mos. | Y78, | Mos. | Yrs. | Mos.
Sentences imposed...-.... 20 acmene [ 25 P 5, 731 11,254 6| 429 |--a-.. 217 8
Fines imposed. .- .cooaaee $8,000 $3,020 $112,181 $7,105 $503 $3, 550
Average sentence per con- | Yrs. | Mos. | Yrs. | Mos.| Yrs. | Mos. | Yrs. | Mos. | Yrs. | Mos.| Yrs. | Mos.
vietion: :
1961 e ceeeamaee [ P 5 |anmeen 6 6 3 10 5 2 3 11
1960 cccmecceaccaccann 2 10 [ P— 6 8 3 11 5 4 4 8
Average fine per convic-
tion:
1961... $1, 600 $3,020 $127 $21 $6 $64
1960... 1,000  foceeeomeooeae 166 30 85 36

t All violations reported and disposed of during 1961 were Federal cases, that is, those made by Federal
officers working independently. There were no joint cases (those made by Federal and State officers work-
ing in cooperation).
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The number of violations of the narcotic laws reported by Federal
narcotic enforcement officers is'shown in the preceding table. Viola-
tions by persons registered to engage in legitimate narcotic and mari-
huana activities are shown separately from those by persons who were
not qualified by registration to possess or handle the drugs.

Control of manufacture and medical distribution

In its control of the legitimate trade the Bureau issues permits for
imports of the crude materials, for exports of finished drugs, and for
the intransit movement of narcotic drugs and preparations passing
through the United States from one foreign country to another. It
supervises the manufacture and distribution of narcotic medicines
within the country and has authority to license the growing of opium
poppies to meet the medicinal needs of the country if and when their
production should become in the public interest.

Under the Narcotics Manufacturing Act of 1960 (21 U.S.C. 501-517;
26 U.S.C. 4702, 4731) the Bureau determines, in the interest of public
health and safety, what narcotic drugs shall be manufactured and used
by establishing ‘“‘basic classes” for those which are authorized. It
licenses the manufacture of such drugs and fixes annual manufactur-
ing quotas for each producer, thus keeping total production within

. predetermined medical and scientific requirements. Under that act
the Bureau, with the assistance of an Advisory Committee, also clas-
sifies narcotic drugs and their pharmaceutical preparations into various
control categories, applying to each category that degree of control
which is found to be warranted by its risk of addiction or abuse.

The importation, manufacture, and distribution of opium and coca
leaves and their derivatives are subjected to a system of quotas and
allocations designed to insure their proper distribution for medical
needs. During the year, 100,354 kilograms of raw opium were im-
ported from Burma, Turkey, and India, and 132,340 kilograms of coca
leaves were imported from Peru to meet medical requirements for
opium derivatives and cocaine and to supply nonnarcotic coca flavoring
extracts. The latter were obtained as a byproduct from the same
leaves from which the cocaine was simultaneously extracted.

The quantity of narcotic drugs exported during 1961 was more than
twice that exported during 1960. The export total, however, has
never been significant in comparison with the quantlty used within
the United States. Principally because of the large medical con-
sumption of pethidine, codeine, and papaverine, the manufacture of
narcotics continued extensive.

There were 1,671 thefts of narcotics, amounting to 65,406 grams,
reported during 1961 from persons authorized to handle the drugs as
compared with 1,446 thefts amounting to 52,500 grams in 1960.

Almost all of the approximately 337,910 persons registered to engage
in lawful narcotic and marihuana activities were employed in the
manufacture, wholesale or retail distribution, or dispensing or pre-
scribing of narcotic drugs for legitimate medical uses. As industrial
and scientific users of narcotic substances are few in number, the
quantities used for these purposes are insignificant.



212 1961 REPORT OF THE SECRETARY OF THE TREASURY

International cooperation

For each calendar year the Bureau submits to appropriate agencies
of the United Nations advance estimates of requirements for each basic
drug covered by the several international conventions, and after the
year has ended, full and complete statistics of their manufacture, dis-
tribution, imports, exports, and stocks. It applies a system of im-
port, export, and intransit permits which conforms to the requirements
of these conventions as well as to our own Narcotic Drugs Import and
Export Act. It exchanges, direct with the narcotics control author-
ities of other governments, information relating to movements of drugs
under such permits, as well as information relating to illicit traffickers
and illicit movements of narcotics between countries. Through the
State Department the Bureau cooperates in matters of narcotic policy
with other governments and with the United Nations. The Commis-
sioner of Narcotics is the United States Representative on the United
Nations Commission on Narcotic Drugs, which meets annually to
review the work of the various international agencies concerned with
narcotics and to make recommendations on narcotic matters to the
Economic and Social Council.

An agreement to limit the production of opium to world medical
and scientific needs was signed at the United Nations on June 23, 1953,
and approved byithe United States Senate August 20, 1954. The approval
was followed by Senate Resolution 290 of June 14, 1956, urging other
governments also to ratify. This Protocol requires the ratifications
of 25 states including any three of seven named producing countries
and any three of nine named manufacturing countries. As of June 30,
1961, 39 ratifications had been deposited including six from manufac-
turing countries and two from producing countries. When one addi-
tional producing state has deposited its ratification the Protocol will
become effective and should then accomplish a much further reduc-
tion in the amount of opium available to the illicit traffic.

Cooperation with States and municipalities

Excellent cooperation continues among Federal, State, and munici-
pal narcotic law enforcement agencies in the exchange of law enforce-
ment information and in local law enforcement activities. Many
types of minor violations and routine inspections formerly handled by
the Bureau are now referred to local or State authorities for investiga-
tion and prosecution, or are investigated jointly with them.

The names of 46,936 active addicts, many of which were reported
by State and municipal agencies, were recorded in the Bureau’s central
index as of June 30, 1961.

Scope of activities

The scope of the Bureau’s operations continues to enlarge as addi-
tional drugs are made subject to the narcotic laws. Opium and coca
leaves and their derivatives have been under national control since
1915. Marihuana has been under control since 1937. Isonipecaine,
a synthetic known more generally as meperidine and internationally as
pethidine, was brought under control in 1944; and under the act of
March 8, 1946 (26 U.S.C. 4731(g)), 42 other synthetic narcotics have
been brought under control through administrative procedures pro-
vided by the act.
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Internationally, opium, coca leaves, marihuana, and their more im-
portant derivatives have been under control by the terms of the
Opium Conventions of 1912, 1925, and 1931. In addition, under
Article IT of the 1931 Convention and the international Protocol of
November 19, 1948, nine secondary derivatives of opium and 45 syn-
thetic drugs have been found by the World Health Organization to
have addicting qualities similar to morphine or cocaine and have
been brought under the controls provided by the treaties.

Training schools

The Bureau’s narcotics training school, staffed by 20 experts in nar-
cotic law enforcement, has now graduated 707 State and municipal law
enforcement officers representing 322 separate agencies from 45 States,
the District of Columbia, and Puerto Rico. Seventy-two foreign law
enforcement officers, representing 32 separate agencies, from Afghanis-
tan, Belgium, Bolivia, Canada, Ceylon, Ecuador, Ethiopia, Indonesia,
Iran, Iraq, Japan, Jordan, Korea, Lebanon, Mexico, Peru, Philippines,
Thailand, Turkey, and Venezuela also have attended. Twenty-one
narcotic agents attended the Treasury Law Enforcement School during
the year and three attended its Technical Equipment Operators’
School. Thirty-eight employees were paid cash awards totaling
$11,450 under the mcentive awards program for adopted suggestions
or special acts and services. :

Management improvement

During the fiscal year the Bureau completed the changeover from the
complicated avoirdupois system of pounds, ounces, and grains to the
simpler metric system of kilograms, grams, and milligrams for manu-
facturers’ reporting and accounting for narcotic drugs. The reporting
of wholesalers’ monthly returns and annual inventories was also
simplified in a manner that saves these registrants thousands of man-
hours annually in their preparation. Improvements have been made
in methods of accumulating data for export statistics and their more
prompt reporting to international authorities. Automatic accounting
equipment has %een installed to increase the efficiency of payroll
operations.

United States Coast Guard

The United States Coast Guard is responsible for enforcing Federal
laws on navigable waters subject to the jurisdiction of the United
States. These laws govern navigation, shipping, and other maritime
operations, and the related protection of life and property. The
Service also promotes the safety of merchant vessels, and designs,
installs, maintains, and operates aids to maritime navigation for com-
merce and the Armed Forces. By training and maintaining an ade-
quate Reserve force, the Coast Guard fulfills a further responsibility
which consists of maintaining a state of readiness to operate as a
specialized service of the Navy in time of war or national emergency.
The primary duties of the Service are defined in Title 14 of the United
States Code.
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Search and rescue operalions

The responsibility for coordinating search and rescue operations
in the Western Atlantic and most of the Pacific Ocean is vested in the
Coast Guard. Some typical examples of assistance rendered during
the fiscal year follow.

Aircraft ditching.—On July 14, 1960, a Northwest Airlines DC-7C
aircraft carrying 58 persons reported that it would be forced to ditch
in Philippine waters because of fuselage damage and an engine fire
resulting from the loss of a propeller. An air search, coordinated by
the Coast Guard, was made in the vicinity of the Polillo Islands.
After sighting four life rafts, a Coast Guard UF aircraft landed and
rescued 23 survivors. Thirty-four others were rescued by a Navy
%351\/11 plane, which also recovered from the water the body of the only

atality.

Ship collision.—Early in the morning of October 22, 1960, the
S.8. Aleoa Corsair was beached after being severely damaged in a
collision with the S.S. Lorenzo Marcello near the mouth of the Missis-
sippi River. Although the Lorenzo Marcello had no casualties and
could proceed to New Orleans, the Alcoa Corsair had eight fatalities,
nine injured, and one missing. Four of the critically injured were re-
moved by a Coast Guard hehcoptcr The remaining injured crewmen
were ferried ashore to waiting ambulances by Coast Guard boats and
other craft.

Midair collision.—In the New York City area on December 186,
1960, a United Airlines DC-8 with 83 passengers aboard collided
with a TWA Super Constellation carrying 42. Coast Guard heli-
copters working with Army, Navy, and New York Police Force air-
craft transported injured passengers from the Constellation, which
crashed on Staten Island, to a nearby hospital. Coast Guard vessels
also searched the New York harbor area and recovered debris for the
Civil Aeronautics Board to assist in determining the cause of the
mishap,

Tanker broken in two.—On December 21, 1960, the Coast Guard
received a report that the tanker Pine Ridge with 37 crewmen aboard
was breaking in two about 120 miles off Cape Hatteras. Coast Guard
aircraft and vessels were dispatched to the scene together with nearby
merchant vessels. Naval vessels, including the aircraft carrier
Valley Forge, were made available when needed. A Coast Guard
UF-2G plane on the scene observed that the bow section of the Pine
Ridge had capsized throwing crewmen overboard, while the stern sec-
tion remained afloat and upright. The tanker Artemis, on-scene,
attempted to rescue the seamen who were thrown in the W&ter but
was rebuffed by mountainous seas. Liferafts and emergency equip-
ment were air-dropped, and helicopters from the Valley Forge removed
28 survivors from the stern section. A widespread air and surface
search was made for nine missing crewmen and the bow section,
but only debris and lifejackets were found.

A statistical summary of search and rescue assistance for the fiscal
year 1961 follows.
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0

Rescue operations By avia- | By vessels | By other Total
tion units equipment

Vessels assisted:

Refloated (number) 83 202 1,625 1,910

Towed (MUMber) . ... 379 2,219 8, 666 11,264

Otherwise aided (number) - 1,004 1,063 3,454 5,521

‘Property involved (value including cargo)...._. - - $627, 394, 900

Miles tOWed oo oo eememe e [ S 119, 696
Aijrcraft assisted:

Escorted (Mumber) oo oo oiaeaes 383 2 5 390

Otherwise aided (number).. .. _....__.... 168 44 179 391

Property involved (value including ¢argo) ..o |- oo oo} omm | $1, 090, 937 500

Miles eSeorted. - ooo oo oo c e eccecc et e 1,883
Persons assisted ool _._ 668 403 1,705 2 776
Miscellaneous assisted (floods, forest fires, ete.)....- 87 159 1,015 1 261
Attempts to assist (no physical assistance rendered)_! 1,874 1,535 5,413 8, 822
Persons involved (number):

Rescued. ... - 2, 806

Medical assistance 2, 392

Other assistance...._....._._. - 79,199
Miscellaneous property involved (value) - oo ooooooofeoccaaoaon I $16, 991, 000

Marine inspection and allied safety measures

Through December 30, 1960, 2,218,487 boats had been numbered by
40 States administering motorboat numbering systems approved by
the Coast Guard. An additional 231,997 were numbered by the
Coast Guard itself for those States not havmg approved systems.

During the calendar year 1960, reportable accidents involving
3,785 pleasure craft resulted in 819 fatalities, 929 injuries, and property
damage estimated at $3,192,100. Details on the Coast Guard pro-
gram to promote marine safety for pleasure boating were published in
a statistical report entitled Recreational Boating in the United States,
released on May 1, 1961.

Since June 1, 1958, some 4,350 small passenger vessels have been
covered by the inspection and certification provisions of the act of
May 10, 1956 (46 U.S.C. 390 a—g).

There were 3,700 marine casualties reported and investigated, 7
of which were considered major and were investigated by marine
boards of investigation. The inquiries of these boards disclosed that
there were 156 fatalities from vessel casualties, 167 from personal
accidents, and 229 from miscellaneous causes. The two most serious
vessel mishaps are described in an earlier part of the report as search
and rescue operations.

A digest of certain marine inspection activities for the fiscal year
follows.

Number of
Inspection activities vessels or |Gross tonnage
actions
Inspections for certification, U.S. and foreign. . .. 15,433 11, 301, 814
DrydocKingS.« o oe oo ccciciiaeeen - 5,810 13,654, 872
Reinspections 6,204 8,201, 551
Miscellaneous inspections - 22, 801
Factory inspections. ____ . _______. 607, 245
Merchant vessel plans reviewed __ ____ .. 32,300 {-
Violations of navigation and vessel inspection laws. .. .. o____.._ 211,412

1 Includes 591 initial inspections to obtain first certificates.
2As of April 30, 1961.
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The Merchant Marine Council held seven regular meetings and
one public hearing during the year. As a result of their deliberations,
numerous amendments to merchant marine safety regulations were
promulgated.

In the interest of promoting marine safety the Coast Guard par-
ticipated in numerous meetings and conferences throughout the year,
one of which was the National Safety Council’s Exposition in Chicago,
Ill. The Coast Guard also established a coordinating panel to assist
and advise the Commandant concerning rules of the road. A con-
ference of marine inspection officers assigned to Coast Guard district
offices was held to promote greater uniformity in the administration
of merchant marine safety functions. One million copies of the
pamphlet Pleasure Craft, containing useful information for motorboat
owners, were distributed to the public during the year. The Recrea-
tional Boating Guide, a publication written to assist the novice boat-
man, has also had wide distribution. For the fourth consecutive
year the Coast Guard received the National Safety Council’s Award
of Merit for the monthly magazine Proceedings of the Merchant
Z\/.ffarine Council, a publication intended to increase interest in marine
salety.

Th}; Coast Guard recently established a special staff to devote full
time to activities involving international maritime safety. A prin-
cipal function of this staff will be to work closely with the Inter-
governmental Maritime Consultative Organization.

Merchant marine personnel.—During the fiscal year, 63,522 docu-
ments were issued to merchant marine personnel, and Coast Guard
shipping commissioners supervised the execution of 7,997 sets of
shipping articles involving 522,429 individual transactions relating to
the shipment and discharge of seamen.

Merchant marine investigating sections in major U.S. ports and
merchant marine details in foreign ports investigated 13,183 cases
involving negligence, incompetence, and misconduct. Charges were
preferred and hearings conducted before civilian examiners in 1,053
of these cases. Security checks were made of 16,540 persons desiring
employment on merchant vessels.

Law enforcement

To provide law enforcement and educational facilities for remote
areas, 20 mobile boarding units were established in fiscal 1961. The
units travel from one water area to another in order to examine boats
for compliance with Federal boating laws and to conduct courses for
the public.

The following statistics reflect the volume of enforcement work by
the Coast Guard during the fiscal year.

Vessels boarded . _ _ .. .. 152, 441
Waterfront facilities inspeeted - _ . _._.__ 24, 254
Reported violations of:
Motorboat Act. - e 25, 125
Port security regulations_ - . - . ____________________ 714
0il Pollution Aet_ ... 462

Other laws . - - o e 498
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Explosives:
Loading permits issued- - - _ . 801
Loadings supervised . .- - oo 701
Tons covered by issued permits. .. oo 116, 601
Other hazardous cargoes inspeeted __ - o e_. 7, 465
Anchorage violations__ - icaan- 23

Cooperation with other Federal agencies

The Coast Guard performed services for other Federal agencies as
follows:

Aleohol Tax Unit, Treasury (aireraft days) . - - . 27
Coast and Geodetic Survey (aerial surveys days) - - - - oo oooomeo___. 138
Pish and Wildlife (censuses taken) ... oo an .. 220
Weather Bureau:
Reports furnished. - e 84, 490
Warnings disseminated .. ____________... 19, 299

Aids to navigation

On June 30, 1961, there were 40,833 aids to navigation maintained
in the navigable waters of the United States, its Territories and pos-
sessions, the Trust Territory of the Pacific Islands, and at overseas
bases. A summary of those maintained at the close of each of the
last two fiscal years follows,

1960 1961
Navigation alds
Number

Loran transmitters. .o oo cacmcemcceccceccecce e 162 268
Radiobeacons. - oo oaiiiiiiaas 196 194
Fog signals (except sound buoys) 571 576
Lights (including lightships) - - - 10, 468 10, 513
DAy beaCOMS . - oo 5,787 6,023

Buoys: . i
Lighted (including sound).._ - 3,493 3,478
Unlighted sound . ... oo o______. - .- 362 362
Unlighted metal. . ..o ce e ceem e cmammaee 13,753 14,169
D2 01T 1y o T 4,580 5,333
Spar. - - 474 118
1011 7: (I 39, 746 40, 833

t Includes three experimental loran-B stations and three experimental loran-C stations,
2 Includes three experimental loran-C stations.

Ocean stations

The Coast Guard continued to maintain four ocean stations in the
North Atlantic and two in the North Pacific during the fiscal year.
These ships, during their cruises of approximately 494,431 miles,
provided meteorologlcal navigational, and commumca’mon services
for air and marine comamerce, and collected various scientific data.

International ice patrol

The international ice patrol, operating between February 20 and
June 27, 1961, employed reconnaissance aircraft, radio station
facilities, and an oceanographic vessel. The iceberg distribution was
found to be relatively light.
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Bering Sea patrol

Between May 22 and September 30, 1960, the U.S.C.G.C. Storis
and U.8.C.G.C. Northwind traveled 17,464 miles in conducting the
Bering Sea patrol. This patrol is concerned principally with law
enforcement, search and rescue, aids to navigation, logistics, and the
furnishing of medical and dental treatment to Alaskan natives.

Coast Guard intelligence

During the year, 2,765 full or limited investigations were made,
involving security, criminal law enforcement, and complaints. In
addition the following investigations were made for security and
screening purposes: 11,553 military national agency checks, 19,668
mel(‘ichant marine documents and licenses, and 14,738 port security
cards.

Facilities, equipment, construction, and development

Floating units.—At the close of fiscal 1961, the Coast Guard had in
active commission 179 cutters, 75 patrol boats, 28 lightships, 38
harbor tugs, and 12 buoy boats. The patrol boat fleet included 17
newly constructed 82-foot steel vessels. Two pusher-barge (combina-
tion type) buoy tenders were also built as replacements for overage
and obsolete ships. Fixed structures are being built to replace two
lightships that have had over 50 years of active service. Coast Guard
floating units cruised a total of 2,925,443 miles during fiscal 1961.

Shore establishments.—A modernization of the standard 30-foot
utility boat has resulted in a 30 percent increase in speed, and con-
struction of a prototype 44-foot motor lifeboat was begun. On g trial
basis a houseboat is being used as a seasonal search and rescue facility
on the Great Lakes. Six light stations were converted from manned to
automatic, unmanned operation and four small light attendant sta-
tions were consolidated. Seven port security units were disestablished
during the year as the result of a change in emphasis.

Awnation and aircrafi—The Coast Guard operated a total of 133
aircraft, including 37 helicopters, during the fiscal year. In exchange
for an equal number of type SA-16A aircraft 11 P5M seaplanes were
transferred to the Department of Defense, and two SC-130B planes
were acquired as replacements for R5D aircraft. Additionally,
arrangements were made with the Navy to borrow six HO4S heli-
copters to relieve a Coast Guard shortage pending new procurement.
Coast Guard aircraft flew 27,376 sorties during the fiscal year, accumu-
lating a total of 104,607 operating hours.

Communications.—To provide for more effective coordination of
distress cases, particularly those involving aircraft, private line tele-
phone systems have been leased in two additional districts to connect
major Coast Guard, Air Force, and Navy commands having important
search and rescue capabilities.

Engineering developments

Aeronautical engineering.—Procurement of type HUS-1G heli-
copters has been terminated because of various deficiencies. Two of
these models were lost in crashes caused by unexplained power failures.
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Further helicopter procurement will await careful evaluation of models
now available. KEleven SA-16 twin engine amphibious aircraft
obtained from the Air Force will be converted to type UF-2G, the
standard Coast Guard search and rescue plane, which can be operated
much more economically than the P5M aireraft which it will replace.

Civil engineering.—Major projects started in the fiscal year included
the construction of two offshore light stations to replace lightships at
Buzzards Bay, Mass., and Brenton Reef, R.I., and the erection of a
ISnc()jdern lighthouse as a replacement for the one located at Charleston,

Two new chains of overseas loran stations, consisting of six trans-
mitters and two monitors, were completed and additions were made
to existing chains.

Electronics engineering.—A new device which converts radar picture
coordinates to television picture coordinates has undergone a successful
engineering feasibility test. An operational evaluation of this device
as an ald to navigation is scheduled for fiscal year 1962.

Naval engineering.—Sixteen obsolescent, wooden hulled 83-foot
patrol boats were replaced with diesel-powered, steel-hulled 82-foot
boats. A 210-foot cutter has been designed to replace aging 125-foot
and 165-foot vessels. The cutters of the new class, the construction
of which will start in the next fiscal year, will be powered by diesel-
gas turbine plants and will have helicopter carrying capability.
Laminated fiberglass is being used in the construction of thirty new
30-foot, and seven 40-foot utility boats. The construction of six
additional pusher-barge combinations has been authorized for aids to
navigation work, and six 65-foot steel harbor tugs are to be built to
replace obsolescent, wooden hulled tugs now in use.

Testing and development.—An evaluation is being made of a method
for purifying sea water. Propane-fueled, thermoelectric power sources
for buoys are under study, and two isotopic-fueled thermoelectric
power sources are being manufactured for the Coast Guard by the
Atomic Energy Commission. During the fiscal year progress was
also made in the study of corrosion protection systems for the hulls
of vessels.

International Lighthouse Conference.—The Coast Guard was host to
the Sixth International Technical Conference on Lighthouses and
Other Aids to Navigation, held in Washington, D.C., in September
1960. Two hundred representatives from 36 countries attended.

Coast Guard Reserve

An extensive training program of two-weeks active duty was carried
out during the fiscal year for some 11,680 reservists, and an estimated
60 officers and 2,540 enlisted men entered active duty for six-months’
training.

Eight new organized Reserve units were commissioned, which
brought the total units to 228. Some .14,200 officers and enlisted
men are attached to these units and participate in the annual 48-
drill schedule.

614359—62——15
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Personnel

The following table enumerates the Coast Guard personnel as of
June 30, 1960 and 1961. :

Personnel 1960 1961
Number
Military personnel:
Commissioned officers 3,011 3,061
Chief warrant officers 676 812
‘Warrant officers. ... - 333 205
Cadets___ - - 405 385
Enlisted men e e mmeec e cemecescrcccmeemmeanoomam——— 26,101 27,100
Total I 30, 616 31, 563
Civilian personnel: .
Salaried (General Service) 2,379 2,477
‘Wageboard 2,187 2,219
Lamplighters . - - 224 220
Total (exclusive of vacaneies) ... o eiiaiccaes 4,790 4,916
Ready reservists: |
Officers 3,577 3, 650
Enlisted men oo e camaammammmem 27,907 27,399
Total - 31,484 31,049

The following table shows the changes in the numbers of officers
on active duty as of June 30, 1960 and 1961. The net gain of 47
was sufficient to meet the increased commitments at the beginning
of fiscal 1962,

Officers 1960 1961
Number
Additions of commissioned officers:
Coast Guard Academy graduates. oo oo ceoccieacamcmrcs ccaamecemenn 137 119
Officer Candidate School graduates.. 172 204
Reserve officers called to active duty.__._ 12 17
Former merchant marine officers appointed 10 5
7 SO 331 345
Losses of commissioned officers:
Regular {_..____._____..___. : - 121 88
Reserve (on completion of obligated service) 112 210
Total 233 298
Net gain e eecmnne 98 47

i Through retirements, resignations, revocations, and deaths.

Recruiting and training.—Fifty-five main recruiting stations and
approximately 47 substations were manned by 249 recruiters. Of
the 19,885 applicants for enlistment in the regular Coast Guard,
6,102 were enlisted. The Reserve received 6,204 applications and
enlisted 3,351. The Receiving Center, Cape May, N.J., trained
4,554 recruits and the Receiving Center, Alameda, Calif., an additional
1,685.

Training for foreign visitors.—Approximately 179 visitors from 33
foreign countries, under the sponsorship of other Government agen-
cies, were extended the use of Coast Guard facilities for training in
aids to navigation, loran, search and rescue procedures, merchant



ADMINISTRATIVE REPORTS - 221

marine safety, vessel inspection, port security, law enforcement, and
aircraft, etc.

Coast Guard education program.—The education and training
programs participated in and sponsored by the Service are summarized
for 1960 and 1961 as follows:

Education and training programs ) 1960 1961
Number
Coast Guard Academy:
Applications e Cmaoen 4,393 5,128
Applications approved . I 4,345 5,101
Appointments....... . 223 224
Cadets. - o iellaos R 400 385
Graduates (bachelor of science degrees)-— R 137 119
Officer Candidate School graduates. ... oo o._. 172 262

Enlisted men graduated from basie petty officer schools:

Coast Guard 1, 549 1, 487
Navy and other___

Total graduates of basic petty officer schools. .- ... oo .. 1,843 1,881
Advanced schools (Navy and other) .. ..o oo oo 626 1,023
Specialized courses (Service and civilian schools). ——- 234 382
Coast Guard Institute courses completed_ .. ..__._.___._. - 6,178 6,107
United States Armed Forces Institute courses completed. . S 294 253
Naval correspondence schools courses completed. .. .-..ooooooooooaiiol 4,302 2, 641
Other training:

Postgraduate (0Cers) . - o oo e ceeeeeaes 77 52
Entered flight (officers)__._....__. 34 47
Helicopter pilot, 8-week (aviators) 25 25
Training (C-130B aircraft). ... 22 20
Short term specialized courses. . 209 289
Off duty courses at civilian scho 178 230

Public Health Service support—On June 30, 1961, there were 92
Public Health Service personnel on duty with the Coast Guard serving
at 22 shore stations and aboard ships assigned to ocean stations, the
Bering Sea patrol, and arctic and antarectic operations.

Personnel safety program.—The injury-producing accident rate in-
creased during 1960 for both military and civilian Coast Guard per-
sonnel. In spite of this increase the accident ratio over the past
several years has had a downward trend.

Fiscal and supply management

Uniform supply procedures and organization have been adopted
throughout the Service during the fiscal year. This uniformity has
not only resulted in savings, but also has simplified the task of training
supply personnel. Through arrangements with the General Services
Administration and the Department of Defense, the Coast Guard now
has direct access to the excess and long supply stocks of the military
services. This is expected to result in more effective use of surplus
material, since the Coast Guard will be able to obtain excess stocks
several months earlier than in previous years. The Coast Guard has
also arranged to dispose of its excess materials through Department
of Defense consolidated sales activities, thus enabling faster and more
economical disposal through established military sales outlets.

Coast Guard Auxiliary

The primary purpose of this voluntary, nonmilitary organization
is the promotion of boating safety. Functioning in some 573 com-
munities, the Auxiliary conducts public instruction courses in basic
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seamanship and safe boat handling, which had an enrollment of
108,041 during the fiscal year. The Auxiliary also made 113,962
courtesy examinations of motorboats, assisted the Coast Guard in
patrolling 842 regattas, and cooperated in answering 3,150 calls for
assistance. On June 30, 1961, the organization had 20,747 members
and 13,391 facilities consisting of boats, aircraft, and radio stations in
713 flotillas.
Funds available, obligations, and balances

The following table shows the amount of funds available for the

Coast Guard during the fiscal year 1961, and the amounts of obliga-
tions and unobligated balances.

Funds Net total Unobligated
available ! obligations balances 2
Appropriated funds:
Operating eXpPenses. .o coee oo enciemaa- $205, 000, 000 $204, 454, 768 $545, 232
Reserve training____ - 16, 0600, 000 15, 919, 547 80, 453
Retired Pay-cooc oo cieeaas - 30, 000, 000 29, 980, 505 19, 495
Acquisition, construction, and improvements____._._ 34, 661, 002 23, 886, 565 10, 774, 437
Total appropriated funds._______________.._____. 285, 661, 002 274, 241, 385 11, 419, 617
Reimbursements:
Operating eXpenses. - - .o ooooooeoeo. 30,973, 244 30,973,244 |________________
Acquisition, construction, and improvements. - 33, 753, 434 18, 666, 335 15, 087, 099
Total reimbursements........... 64, 726, 678 49, 639, 579 15, 087, 099
Trust fund, U.S. Coast Guard gift fund-............_.__ 17, 840 6, 602 11,238
Grand total. .o e 350, 405, 520 323, 887, 566 26, 517, 954

1 Funds available include unobligated balances brought forward from prior year appropriations as follows:
Acquisition, construction, and improvements:

Appropriated TUnAS. . e e cm i c e $4, 661, 002
Reimbursements_______ _-- 12,290, 349
U.8. Coast Guard gift fund._ e 7,683

2 Unobligated balance of $25,861,536 under the acquisition, construction, and improvement appropriation
remains available for obligation in the fiscal year 1962. These funds are programmed for obligation in fiscal
1962 for the following general purposes:

Coast Guard Department of Defense

projects projects
For projects deferred in fiscal 1961 to be subsequently accom- :
plished . o oo O $4, 661,100 $9, 805, 500
For completion of projects started in fiseal 1961___..__.._..__._ 6, 113, 337 5, 281, 599
03 7 | OO RO OO PR 10, 774, 437 15, 087, 099

Management improvement

Management improvement in fiscal 1961 again proved its worth as
a means of reducing costs and furthering efficiency in the Coast
Guard. From this program total savings for the year were estimated
at $3,234,000, an increase of 60 percent over the previous 12-month
period. Of this total, some $2,200,000 is credited to the military and
civilian incentive awards programs, which are closely linked to the
management improvement effort.

Numerous management reviews were undertaken during fiscal 1961,
including studies of various functions in the Office of Personnel. A
major management survey is scheduled to get underway shortly after
the start of fiscal 1962. This will involve an extensive study of the
Coast Guard’s systems of information on financial management.

The benefits realized from management improvement have enabled
the Service to make more effective use of its manpower, facilities, and
equipment,
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United States Savings Bonds Division

Fiscal 1961 marked the twenty-sixth year of continuous sale of U.S.
savings bonds, & nonmarketable security sold in denominations as low
as $25. Series E and Series H are the only savings bonds currently
being sold. Series E bonds, which marked their twentieth anni-
versary during the fiscal year, have been on sale since May 1941,
while the sale of Series H bonds began in June 1952.

The primary responsibility of the U.S. Savings Bonds Division is to
promote the sale and retention of U.S. savings bonds and the sale of
savings stamps. Comparatively small in staff, the Division concen-
trates its activities on planning and directing the sales promotional
efforts of a large corps of volunteers. These volunteers comprise
thousands of public-spirited men and women who serve as a sales pro-
motional force and as issuing agents. Over the years they have been
primarily responsible for the success of the savings bond program.

Thousands of banks and other financial institutions sell savings
bonds without compensation. As a public service, private industry
finances advertising time and space costs of the program, which amount
to an annual cost of more than $50 million. The promotlonal costs
of payroll savings campaigns in various businesses and industries, as
well as the operational costs of the plans, are likewise borne by the
businessmen of the Nation. Thanks to this nationwide volunteer
support the promotional cost of the savings bond program to the
Government 1s only slightly over one dollar for every one thousand
dollars of E and H bonds sold.

For the average investor who desires a riskless investment, savings
bonds have an advantage over marketable securities, since they are
free from market fluctuations in price. After short initial holding
periods, an investor may redeem his bonds at prescribed redemption
values. This contract permitting him to obtain in cash the amount
of his original investment and any interest that might have accrued,
not only at maturity date but also throughout the life of the security,
is an important and valuable feature for many individual savers.
In this respect the savings bond is similar to a private savings
account. The purchaser of a savings bond, however, has the assur-
ance that the investment return is guaranteed for the full term of
the bond, whereas the savings account interest or dividend rate may
be revised at the option of the savings institution. The graduated
interest return on savings bonds, depending upon length of retention,
was designed to encourage longer-term holdings. All E and H
bonds dated June 1, 1959, and thereafter pay 334 percent per annum
compounded semiannually if held to maturity. The initial maturity
term for the E bond is 7 years, 9 months, for the H bond, 10 years.

Series E bonds also are attractive to many investors in that payment
of income tax on interest accruals may be postponed until the bonds
are redeemed or reach final maturity, whichever is earlier. With the
10-year maturity extension which has been granted to all E bonds, and
a second 10-year extension given to bonds bought between May 1941
and May 1949, many holders can postpone redemptions until a time
of life when they may be in a lower tax bracket, or not subject to any
tax.
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In addition, since January 1, 1960, holders of all outstanding Series
E and J bonds and certain Series ¥ bonds have been permitted to
exchange them for current income Series H bonds. Payment of taxes
on the interest increments on the old bonds may be deferred until the
H bonds issued in exchange are finally redeemed, or until the taxable
year of final maturity, whichever is earlier.

Another protective feature of savings bonds is that they are issued
in registered form only and are replaced by the Treasury in the event
of destruction or loss.

Since its inception the savings bond program has proved to be a vital
ins trument in promoting nationwide thrift and regular saving on the
part of millions of Americans. The payroll savings plan has been
particularly effective in developing the thrift habit among the Nation’s
wage earners and in channeling systematic savings into Series E bonds,
the most popular Government security. More than eight million
Americans at work in industry and Government participate in pay-
roll savings programs. They account for more than 40 percent of
current £ and H bond purchases.

The best assurance of sound Government finance is widespread
ownership of the public debt by genuine savers, outside the commercial
banking system. The sale of E and H bonds to persons who buy them
with money saved from earnings is the most successful way the Treas-
ury has found during the postwar period to increase the amount of the
debt in the hands of long-term savers. Such sales contribute to the
maintenance of price stability and a sound dollar.

At the close of fiscal 1961, Series E and H bonds outstanding reached
more than $43.8 billion, a $13.5 billion increase in this program over
the amount of E bonds outstanding at the end of calendar 1946.
They now represent 15 percent of the total public debt outstanding
as compared with 12 percent in December 1946. Of the $43.8 billion
outstanding on June 30, 1961, $17.8 billion, or more than 40 percent,
are E bonds which have gone beyond their first maturity of ten
years from issue date.

The E and H bond sales and redemption picture showed significant
improvement in fiscal 1961. The cash value of E and bonds
outstanding, including the automatic accrual of interest on Series E
bonds, gained $1.1 billion during the year, the largest growth in any
one-year period since 1956. Total cash sales amounted to $4.5 billion
and were 4 percent above those in fiscal 1960. Cash sales were 2
percent higher in the first half of fiscal 1961 (July-December 1960)
and 5 percent more in the second half than sales in the corresponding
periods a year earlier. Moreover, from January-June 1961 the volume
of E and H bonds outstanding increased $668 million, which was
more than four times the increase during the same period in fiscal
1960. Gross redemptions of the two series of $4.6 billion during
fiscal 1961 represented the lowest amount in six years and were 16
percent below redemptions in fiscal 1960.

The sale of savings stamps also continues to be an important part
of the Treasury’s efforts to promote thrift and channel individuals’
savings into Government bonds. Through their purchase students
and other savers are able to buy savings bonds on the installment
plan. The sale of savings stamps in fiscal 1961 amounted to $18.4
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million, 5 percent below the preceding year. The sales volume
represented purchases of 107 million stamps.

Management improvement

Headed by a National Director and an Assistant National Director, .
the U.S. Savings Bonds Division is composed of three principal
branches: Sales, Planning, and Advertising and Promotion. The
chiefs of these three branches, together with the National Director and
Assistant National Director, comprise the Division’s management
committee whose main purpose is the improvement of services by
the Division.

Constant attention is given to improvement in operations, organi-
zation, and the use and distribution of manpower. During the year
5 positions were abolished with savings of $33,200 annually.

Stricter controls over the distribution of electrotype plates, which
commenced during 1960, have been expanded through a survey of
industrial publications to determine whether some could use proofs
instead of electrotype plates to reproduce savings bonds advertise-
ments in their publications. This resulted in a further saving of
about $3,500 a year.

The Division was able to expand its promotional exhibits without
cost through the cooperation of private industry and of three other
Government agencies. Of particular note was the acquisition of two
exhibits illustrating the Government’s satellite program, presented
by a private corporation for use in savings bonds promotion.

Consolidation and relocation of field offices in the State of New
York and the District of Columbia, instigated by the Division,
resulted in a reduction of 2,259 square feet of rented space, with
consequent savings to the Government,

The Sales Branch developed and adopted a uniform training pro-
gram for newly appointed field personnel and an intensive refresher
course in the promotion of the payroll savings plan for selected person-
nel already on the rolls. In addition the new semiannual reports
required of all field representatives have resulted in & marked improve-
ment in the number and quality of sales calls made by the field force.

United States Secret Service

The major functions of the United States Secret Service are the
protection of the President of the United States and members of his
immediate family, the President-elect, and the Vice President at his
request; the detection and arrest of persons committing any offenses
against the laws of the United States relating to obligations and
securities of the United States and of foreign governments; and the
detection and arrest of persons violating certain laws relating to the
Federal Deposit Insurance Corporation, Federal land banks, joint-
stock land banks, and national farm loan associations. These and
other duties of the Secret Service are defined in section 3056 of Title
18, United States Code.

Management improvement

A system of classification and coding of handwriting was developed
and placed in use in the Forgery Section of the Secret Service head-
quarters as an aid in associating forgeries of common authorship and
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identifying multiple and interstate forgers. With the cooperation of
the Treasury Department’s Office of Management and Organization
a study is underway to determine the feasibility of adapting the sys-
tem to automatic data processing, and trial runs have been made on
equipment made available by other Treasury activities. These tests
give promise of successful adaptation of the system to electronic
equipment. The result expected from this program is faster identifi-
cation of professional interstate forgers and saving in time in field
investigations.

Conferences were held by representatives of the Secret Service and
of the Post Office Department with the objective of identifying meas-
ures which could be taken to reduce the number of Treasury checks
stolen from the mail and then forged and cashed. As a result of these
conferences, the Post Office Department has inaugurated procedures
designed to reduce the incidence of check thefts from the mails.

Several steps were taken with a view to eliminating nonessential
paperwork. Multiple copy statistical control forms relating to certain
" types of investigations were reduced to an original copy only and a
procedure was adopted which saves time in the compilation of statis-
tics. . In addition, a statistical report for each field district, previously
prepared and distributed monthly, is now prepared quarterly. The
time saved allows the Statistical Section to absorb, without additional
personnel, the increased workload caused by the rise in the number
of investigations being handled by the Secret Service.

A revision was completed of the manual, “Production of Currency
and Other Obligations of the United States.” 'This manual is used to
familiarize investigative personnel with the various processes involved
in the manufacture of currency and coins. Such information is vital
for the effective performance of duties relating to suppression of
counterfeiting. The revised manual gives a thorough and up-to-date
account of methods used.

Presidential protection

During the year the Secret Service was heavily engaged in activities
relating to Presidential protection. A special detail of special agents
was assigned to guard President-elect Kennedy immediately following
his election to the Presidency. Following the inauguration, the, re-
sponsibility for protecting President Kennedy and his family then was
shifted to the regular White House Detail of the Secret Service and
a detail of agents was assigned to Vice President Johnson when
requested.

In addition to protection provided the President while in residence
and during trips within the United States, special agents made advance
security arrangements and protected the President and Vice President
on trips abroad. These included trips of the President to Canada,
Paris, Vienna, and London, and trips of the Vice President to Africa,
Europe, and the Far East.

Investigations concerning the protection of the President increased
from 573 in 1960 to 870 in 1961, a rise of 51.8 percent. There were
65 such cases pending at the close of the year, which was 36 more
than at the end of fiscal 1960. Arrests resulting from investigation of
these cases increased from 65 to 86, or by 32.3 percent.
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One of these investigations was the so-called “human bomb’’ case.
On December 15, 1960, Richard Paul Pavlick was arrested in West
Palm Beach, Fla., for threatening the life of President-elect Kennedy.
Pavlick planned to make himself a “human bomb,’> get as close to
the President-elect as he could, detonate the explosive, and destroy
himself along with any others who might be in the vicinity. When
arrested, seven sticks of dynamite, detonators, wires, and related
items were found in his car. In a search of his living quarters, three
additional sticks of dynamite were found. The intended scene of
this carefully planned assassination attempt was the church in West
Palm Beach attended by the President-elect. Pavlick was held in
$100,000 bond. On January 27, 1961, he was ordered committed
to the Medical Center for Federal Prisoners.

Enforcement activities

Counterfeiting investigations increased 58.9 percent and Secret
Service special agents seized a total of $2,179,146 in counterfeit
notes, an increase of 400.8 percent compared with seizures in 1960.
Of the amount seized in 1961, $1,632,070 was captured before it could
be placed in circulation and $547,076 was passed on merchants and
cashiers. Representative value of counterfeit coins seized was
$22,297, an increase of 112.6 percent over 1960. Of this amount,
$16,502 was passed.

In 1961 there was a 39.3 percent rise in new issues of counterfeit
notes, continuing the trend in 1960, in which year there was an in-
crease of 25.6 percent over 1959. Arrests for violating the counter-
feiting laws totaled 595, an increase of 44.4 percent over 1960.

The following are representative of some of the counterfeiting
investigations this year:

On July 19, 1960, the manufacturer of counterfeit $20 notes was
arrested in Youngstown, Ohio. His arrest followed extensive under-
cover work and he was taken into custody while in the act of making
plates for additional counterfeit notes. The first of the counterfeit
notes appeared June 11, 1960, in West Virginia and circulation of
the notes spread quickly to other areas. There were 32 additional
arrests made for dealing in these counterfeits. On September 15,
1960, the manufacturer was sentenced to 10 years.

On May 16, 1961, nine men were sentenced in Springfield, Mo.,
for the manufacture and distribution' of counterfeit $20 and $100
notes. The leader of the ring, Loren Baxter Hamby, was sentenced
to 20 years imprisonment and the others received sentences ranging
from five to fifteen years. The convictions climaxed months of
investigation and undercover work by Secret Service agents and
stamped out a counterfeiting operation with the capacity to print
one million dollars in currency a week. The members of this gang
had expressed fear of infiltration by an undercover agent and after
their arrests were stunned by the disclosure that one young man,
accepted as a trusted accomplice, turned out to be a Secret Service
agent. In addressing the jury at the end of the trial, the Federal
District Judge commented that the agent was “a brave man, ex-
ceedingly brave, a dedicated public servant. He has demonstrated
more courage than I ever had.”
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In New York City on April 13, 1961, two men were arrested for
negotiation of $194,000 in counterfeit U.S. Treasury note coupons at
a Long Island bank. A third man, an employee of the bank, was
arrested on April 19, in Tampa, Fla. He had conspired with the
other two to negotiate the counterfeit coupons and arranged to
facilitate the transaction. The defendants in this case were con-
victed on June 30, 1961. The principal has been sentenced to 10
years and his two codefendants to 3 years and 15 months, respectively.
One of them was also identified with the extensive passing of counter-
feit notes in the East.

On December 3, 1960, three men were arrested in Union City, N. J.,
for making and distributing counterfeit $20 notes, They are awaiting
trial. These notes first appeared in circulation in New York City on
October 1, 1960. By tracing purchases of the type of paper on which
the notes were printed, the site of the plant was located, and after
a period of surveillance, a raid was made and the three men arrested.
Paraphernalia used in printing these notes were seized. In addition
to the three principals, about 100 others have been arrested for dis-
tributing and passing these $20 notes, which have circulated heavily
along the East Coast from Massachusetts to Florida.

The following table summarizes seizures of counterfeit money
during the fiscal years 1960 and 1961.

Counterfeit money seized, fiscal years 1960 and 1961

Notes and coins 1960 1961 Percentage
increase
Counterfeit and altered notes:
After eirculation____.._____ $245,048.10 | $547,076. 50 123.3
Before circulation ..o s 190,106. 00 | 1,632,070. 00 758.5
11 7 ) RSO RSO 435,154.10 | 2,179, 146. 50 400. 8
Counterfeit coins seized:
After cirenlation. oo o 9, 588.73 16, 501. 94 72.1
Before circulation. .o 896. 96 5,795. 20 546.1
Total_.__.. ———e 10, 485. 69 22,297.14 112.6
Grand total- . o icaiceeee 445,639.79 | 2,201,443. 64 394.0

During the fiscal year 1961, the Secret Service received 36,221
cases involving the forgery of Government checks, a decline of 8
percent compared with 1960. In the final quarter of the year, forgeries
of Government checks began to rise sharply, with 10,115 received
compared with 8,565 received in the quarter preceding. Agents
completed investigation of 34,846 check forgery cases. There had
been 22,815 forged check cases on hand at the beginning of the year,
and at its close there was a backlog of 24,190, an increase of 6 percent.
Forged checks investigated had a representative value of $3,333,307.
There were 2,967 arrests for forging Government checks, a decrease
of 8.7 percent compared with 1960.

An interstate multiple check forger was arrested in Chicago on
August 5, 1960. He was identified as the forger of 70 Treasury checks
and, when arrested, had more than $16,000 in cash in his possession.
He had been released from prison approximately a year before, after
serving five years on forgery charges. He was sentenced on October 3,
1960, to twelve years.
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On October 5, 1960, a serviceman stationed at Fort Bragg, N.C.,
stole 105 blank Treasury checks from the Finance Office. He fraud-
ulently issued and cashed 22 of the checks and was arrested while
attempting to cash another check. Seventy-six of the blank checks
were recovered. He was sentenced on May 26, 1961, to five years.

. Between August 1960 and January 1961, eleven persons were
arrested for conspiracy to steal, forge, and cash U.S. Treasurer’s
checks. They were responsible for over 125 forged checks negotiated
in Ohio, Kentucky, California, Mississippi, Tennessee, and Florida.
All were convicted and received sentences ranging up to six years
imprisonment. ‘

Investigations concerning the forgery of U.S. savings bonds in-
creased nhearly 100 percent, cases received in fiscal 1961 totaling
10,402 compared with 5,218 for the previous year. At the close of
1961, there were 7,908 such cases pending, an increase of 55 percent
over the number pending a year earlier. There were 75 offenders
arrested for bond forgeries compared with 58 arrests the year before.

Investigations by the Secret Service reveal that thousands of dollars
in U.S. savings bonds are being stolen in burglaries and disposed of
through fences to the negotiators of the bonds. In most cases the
forgers have used counterfeit or fraudulently obtained automobile
drivers’ licenses as identification, and, as a further subterfuge to
establish a rating at the bank, have opened small savings accounts.
Through the cooperation of the American Bankers Association and
State bank associations, banks throughout the country have been
alerted and cautioned to observe requirements for identification
before negotiating bonds.

In Newark, N.J.,on November 18, 1960, thirteen persons responsible
for the forgery of about $250,000 in savings bonds were sentenced
to terms in prison ranging up to 15 years.

On November 10, 1960, also in Newark, N.J., an individual was
arrested and charged with conspiracy to forge and negotiate U.S.
savings bonds. When arrested at the airport, he had 46 bonds in his
possession, with face value of $15,000, together with counterfeited
%rivgrs’ licenses made out in the names of the owners of the registered

onds.

In Buffalo, N.Y., on January 9, 1961, three men and a woman were
arrested after the woman had attempted to negotiate nineteen $100
savings bonds at two different banks. All banks in the area were
alerted and when the woman made another attempt to negotiate the
bonds, she was arrested by Secret Service agents. Later her three
accomplices were identified and arrested.

On January 25, 1961, a notorious bond forger was arrested at
Laredo, Tex., when an agent who had been searching for him,
recognized him in a hotel coffee shop. He had cashed $67,000 in
stolen bonds and had seven $1,000 bonds in his possession. He has
been sentenced to 10 years in prison.

On June 28, 1961, two men were arrested at Niagara Falls, N.Y.,
after they had negotiated $4,000 in stolen and forged savings bonds.
One was arrested while attempting to negotiate $2,400 in additional
bonds. The other attempted to escape and was arrested as a result
of a road block. These men used the typical procedure for negotiating
bonds. They opened a small savings account and rented a safety
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deposit box and for identification presented a counterfeit automobile
operator’s license in the name of the registered owner of the stolen
bonds. They allegedly obtained the bonds through underworld
sources acting as brokers for bonds stolen in various parts of the
country.

Cases of all types received for investigation aggregated 61,538,
an increase of 13.5 percent over the previous year. At the beginning
of fiscal 1961 there were 28,921 cases pending and although 56,902
cases were closed, there were 33,557 cases pending at the end of the
year.

Secret Service agents arrested a total of 3,806 offenders in 1961
compared with 3,869 for the previous year. There were 3,444 convic-
tions, representing 99 percent of all cases prosecuted, some of which
bad been pending from 1960.

The following tables show comparative case and arrest statistics
for the fiscal years 1960 and 1961,

Criminal and noncriminal cases received, closed, and pending, fiscal years 1960

and 1961
Percentage
Cases 1960 1961 increase, or
decrease (—)
Received:
Protective research._. .. 573 870 51.8
Counterfeiting. ____.._._. 7,118 11, 308 58.9
Forged Government checks 39, 358 36, 221 —8.0
Forged U.S. savings bonds 5,218 10, 402 99.3
Miscellaneous eriminal. ... oo oeoeocemecmamaan 383 367 —4,2
Miscellaneous noncriminal 1,575 2,370 50.5
Total ... 54, 225 61, 538 13.5
Closed:
Protective research.. .. 580 834 43.8
Counterfeiting 7,130 11,004 54,3
Forged Government checks........ 41,202 34,846 —15.4
Forged U.8. savings bonds.. 3,750 7,603 102.7
Miscellaneous eriminal .o coomeomnoamos 390 392 .5
Miscellaneous noneriminal . .. ... 1,767 2,223 25.8
Total.. 54,819 56, 902 3.8
Pending end of fiscal year:
Protective research. .. neemiaaaea 29 65 124.1
Counterfeiting. .. _._____.__ - 651 955 46.7
Forged Government checks.. 22,815 24,190 6.0
Forged U.S. saving bonds. ——- 5,109 7,908 54.8
Miscellaneous criminal e 126 101 —19.8
Miscellaneous noncriminal __. 191 338 71.0
Total.__. - 28,921 33, 557 16.0
Number of arrests fiscal years 1960 and 1961
Percentage
Offenses 1960 1961 increase, or
decrease (—)
Counterfeiting ) a2 595 4.4
Forged Government checks.. - 3,250 2,967 —8.7
Stolen or forged U.S. savings bonds.. 58 75 29.3
Protective research 65 86 32.3
Miscellaneous. 84 83 -1.2
Total. o ooecciicimann 3,869 3,806 ~1.6
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Public Debt Operations, Calls of Guaranteed Obligations, Regulations,
and Legislation

Treasury Certificates of Indebtedness, Treasury Notes, and Treasury Bonds
Offered and Allotted

ExHiBIT 1.—Treasury certificates of indebtedness

A Treasury circular containing a representative certificate offering during the
fiscal year 1961 is reproduced in this exhibit. The circular pertaining to the other
cash offering is similar in form and therefore is not reproduced in this report.
However, the essential details for the two issues are summarized in the first table
following the circular and the final allotments of new certificates issued for cash
are shown in the second table.

DEPARTMENT CIRCULAR NO. 1048. PUBLIC DEBT

TREASURY DEPARTMENT,
Washington, August 1, 1960.

I. OFFERING OF CERTIFICATES

1. The Secretary of the Treasury, pursuant to the authority of the Second
Liberty Bond Act, as amended, invites subscriptions, subject to allotment, at par
and accrued interest, from the people of the United States for certificates of
indebtedness of the United States, designated 3% percent Treasury certificates of
indebtedness of Series C-1961. The amount of the offering under this circular
is $7,750,000,000, or thereabouts. Treasury notes of Series C-1960, maturing
August 15, 1960, will be accepted at par in payment or exchange, in whole or in
part, for the new certificates subscribed for, to the extent such subsecriptions are
allotted by the Treasury. The books will be open only on August 1 and August 2,
1960, for the receipt of subscription for this issue.

2. The Secretary of the Treasury, on behalf of the Federal National Mortgage
Association, offers to purchase on August 15, 1960, at par and accrued interest,
Federal National Mortgage Association 3% percent notes of Series ML-1960-A,
dated January 20, 1958, due August 23, 1960, to the extent to which subscriptions
from the holders thereof to Treasury certificates of indebtedness of Series C-1961
hereunder are alloted by the Treasury, and the proceeds from the par amount
of such notes are applied to the payment, in whole or in part, of the certificates
in accordance with paragraph 2 of section IV of this circular. Tenders of the
Federal National Mortgage Association 3% percent notes of Series ML-1960-A
for that purpose are invited.

II. DESCRIPTION OF CERTIFICATES

1. The certificates will be dated August 15, 1960, and will bear interest from
that date at the rate of 3}% percent per annum, payable on a semiannual basis on
February 1 and August 1, 1961. They will mature August 1, 1961, and will not
be subject to call for redemption prior to maturity.

2. The income derived from the certificates is subject to all taxes imposed under
the Internal Revenue Code of 1954. The certificates are subject to estate, in-
heritance, gift, or other excise taxes, whether Federal or State, but are exempt
from all taxation now or hereafter imposed on the principal or interest thereof by
anthtate, or any of the possessions of the United States, or by any local taxing
authority. )

3. The certificates will be acceptable to secure deposits of public moneys.
They will not be acceptable in payment of taxes.

233
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4. Bearer certificates with interest coupons attached will be issued in denom-
inations of $1,000, $5,000, $10,000, $100,000, $1,000,000, $100,000,000, and $500,-
000,000. The certificates will not be issued in registered form.

5. The certificates will be subject to the general regulations of the Treasury
Department, now or hereafter prescribed, governing United States certificates.

1II. SUBSCRIPTION AND ALLOTMENT

1. Subsecriptions will be received at the Federal Reserve Banks and branches
and at the Office of the Treasurer of the United States, Washington. Only the
Federal Reserve Banks and the Treasury Department are authorized to act as
official agencies. Commercial banks, which for this purpose are defined as banks
accepting demand deposits, may submit subscriptions for account of customers.
Others than commercial banks will not be permitted to enter subscriptions except
for their own account. Subscriptions from commercial banks for their own ac-
count will be restricted in each case to an amount not exceeding 50 percent of the
combined capital, surplus, and undivided profits of the subseribing bank. Sub-
scriptions from commercial and other banks for their own account, federally in-
sured savings and loan associations, States, political subdivisions or instrumental-
ities thereof, public pension and retirement and other public funds, international
organizations in which the United States holds membership, foreign central
banks and foreign states, dealers who make primary markets in Government
securities and report daily to the Federal Reserve Bank of New York their po-
sitions with respect to Government securities and borrowings thereon, Govern-
ment investment accounts, and the Federal Reserve Banks will be received with-
out deposit. Subscriptions from all others must be accompanied by payment
(in cash or in Treasury notes of Series C—1960, maturing August 15, 1960, at par,
or Federal National Mortgage Association notes of Series ML-1960-A tendered
for purchase under paragraph 2 of section I, hereof, at par) of 2 percent of the
amount of certificates applied for, not subject to withdrawal until after allotment.
Following allotment, any portion of the 2 percent payment in excess of 2 percent
of the amount of certificates allotted may be released upon the request of the
subscribers.

2. Al subscribers are required to agree not to purchase or to sell, or to make
any agreements with respect to the purchase or sale or other disposition of any
certificates of this issue, until after midnight August 2, 1960.

3. Commercial banks in submitting subscriptions will be required to certify
that they have no beneficial interest in any of the subscriptions they enter for the
account of their customers, and that their customers have no beneficial interest
in the banks’ subseriptions for their own account.

4. The Secretary of the Treasury reserves the right to reject or reduce any
subsecription, to allot less than the amount of certificates applied for, and to make
different percentage allotments to various classes of subscribers; and any action
he may take in these respects shall be final. Subject to these reservations, all
subscriptions from States, political subdivisions or instrumentalities thereof,
public pension and retirement and other public funds, international organizations
in which the United States holds membership, foreign central banks and foreign
states, Government investment accounts, and the Federal Reserve Banks, will
be allotted in full. The basis of the allotment will be publicly announced, and
allotment notices will be sent out promptly upon allotment.

IV. PAYMENT

1. Payment at par and accrued interest, if any, for certificates allotted here-
under must be made or completed on or before August 15, 1960, or on later allot-
ment. In every case where payment is not so completed, the payment with
application up to 2 percent of the amount of certificates allotted shall, upon
declaration made by the Secretary of the Treasury in his discretion, be forfeited
to the United States. Payment may be made for any certificates allotted here-
under in cash or by exchange of Treasury notes of Series C—1960, maturing August 15,
1960, which will be accepted at par. Where payment is made with Treasury
notes of Series C-1960, coupons dated August 15, 1960, should be detached from
such notes by holders and cashed when due.

2. In addition, payment may be made for any certificates allotted hereunder
with the proceeds of the par amount of Federal National Mortgage Association
notes of Series ML-1960-A tendered for purchase in accordance with paragraph
2 of section I of this circular. Federal National Mortgage Association notes
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of Series ML-1960-A tendered for purchase must have coupons dated August
23, 1960, attached, and payment will be made at par and accrued interest to
August 15, 1960. Accrued interest from February 23, 1960, to August 15, 1960,
on the Series ML-1960-A notes ($17.31944 per $1,000) will be paid following
acceptance of the notes.

V. GENERAL PROVISIONS

1. As fiscal agents of the United States, Federal Reserve Banks are authorized
and requested to receive subscriptions, to make allotments on the basis and up to
the amounts indicated by the Secretary of the Treasury to the Federal Reserve
Banks of the respective districts, to issue allotment notices, to receive payment
for certificates allotted, to make delivery of certificates on full-paid subseriptions
allotted, and they may issue interim receipts pending delivery of the definitive
certificates. ]

2. The Secretary of the Treasury may at any time, or from time to time, pre-
cribe supplemental or amendatory rules and regulations governing the offering,
which will be communicated promptly to the Federal Reserve Banks.

RoBERT B. ANDERSON,
Secretary of the Treasury

614359—62——16



Summary of information pertaining to Treasury certificates of indebtedness issued during the fiscal year 1961

Department Allot-
circular ment
Date of Concur- Date sub-|payment
prelimi- rent Dateof | Dateof |scription | dateon
nary an-| offering, Certificates of indebtedness offered for cash issue |maturity | books lor before
nounce- circular closed (or on
ment | Number| Date number later
allot-
ment)
1960 1960 1960 1961 1960 1960
July 28 1048 | Aug.1 1049 | 334 percent Series C—1961 1. o o v e cmecemecccmaeeeccaeemamese—anm— e Aug. 15 | Aug. ! Aug. 2 | Aug. 16
1961 1961 1961 1962 1961 1961
Apr. 27 1060 | May 1 1061 | 3 percent Series A-1962 2 . e ccmeccemmem——m—m—mame—mmmmmmma—= May 15 | May 15 | May 1 May 15

1 8ee Department Circular No. 1048, secs. IIT and IV, in this exhibit for provisions
for subscription and payment. Holders of 434 percent Treasury notes of Series C-1960,
which matured August 15, 1960, were not offered preemptive rights to exchange their
holdings for the pew certificates. Payment for cash subscriptions allotted could be
made in whole or in part in cash or by exchange at par of the notes of Series C~1960; or
with the proceeds of the par amount of 3% percent Federal National Mortgage Asso-
clation notes of Series M L-1960~A which matured August 23, 1960. Payment by credit
on Treasury tax and loan accounts was nof permitted.

2 Holders of 436 percent Treasury certificates of indebtedness of Series B-1961, and
396 percent Treasury notes of Series B-1961, both of which matured May 15, 1961, were
not offered preemptive rights to exchange their holdings for the new certificates. Pay-
ment for cash subscriptions allotted could be made in whole or in part in cash or by
exchange at par of the certificates of Series B-1961 or the notes of Series B-1961. Cou-
pons dated May 15, 1961, were detached from the maturing securities by holders for
payn;%?td when due. Payment by credit in Treasury tax and loan accounts was not
permitted.

9¢¢

XYASVHYL THI 40 XUYVIIYDHS HTHI A0 LYOdHAY T961



' o EXHIBITS - T 237

Allotments of Treasury certificates of indebtedness issued during the fiscal year 1961,
, . by Federal Reserve districts

[Iu thousands of dollars]
. 316 percent 3 percent
Federal Reserve district Series C-1961 | Series A-1962
certificates 12 | certificates !3
BOSEON - - o i ieaaecceees $55, 596 $130, 589
New York. ..____________ 6, 539, 954 3,416, 2056
Philadelphia. , 307 105,189
Cleveland____________________ 205, 999 - 194,922
Richmond 77,749 120, 480
................................... 80,483 127,309
296,176 505, 936
........ 71,875 | 83,
Minneapolis. 34,673 56, 051
Kansas City_...ooooooo____ 80, 937 114, 520
Dallas..eoc.oo . 44,713 119,028
San Francisco.. - 286, 815 501,479
reaSUTY - oo cc e ccmecmcm e mcmemam e 9,498 | . 33,955
Total certificate allotmaents . e ecccecnra- 47,828,775 5,509, 218

1 Subscriptions from States, political subdivisions or instrumentalities thereof, public pension and retire-
ment and other public funds, international organizations in which the United States holds membership,
foreign central banks and foreign states, Government investment accounts, and the Federal Reserve Banks
were allotted in full.

2 Subscriptions from subscribers other than those shown in footnote 1 were allotted 13 percent.

3 Subscriptions from subscribers other than those shown in footnote 1 were allotted 27 percent with sub-
scriptions for $25,000 or less allotted in full and those for more than $25,000 allotted not less than $25,000.

¢ Includes $2,078 million for cash (including proceeds from the par amount of Federal National Mortgage
Association 356 percent notes of Series M L-1960-A) and $5,751 million for Treasury notes of Series C-1960.

$ Includes $3,728 million for cash, $54 million for Treasury certificates of indebtedness of Series B-1961,
and $1,727 million for Treasury notes of Series B-1961.

ExHiBIT 2.—Treasury notes

Two Treasury circulars, one containing an exchange and the other a cash note
offering during the fiscal year 1961, are reproduced in this exhibit. The circular
pertaining to the other note offering during 1961 is similar in form and therefore
is not reproduced in this report. However, the essential details for each issue
are summarized in the first table following the circulars and the final allotments
of the new notes issued for cash or in exchange for maturing securities are shown
in the second table.

DEPARTMENT CIRCULAR NO, 1053. PUBLIC DEBT

TRrREASURY DEPARTMENT,
Washington, October 31, 1960.

I. OFFERING OF NOTES

1. The Secretary of the Treasury, pursuant to the authority of the Second
Liberty Bond Act, as amended, invites subsecriptions, at par, from the people
of the United States for notes of the United States, designated 3% percent Treasury
notes of Series F-1962 in exchange for which any of the following securities,
singly or in combinations aggregating $1,000 or multiples thereof, may be tendered:

4% percent Treasury certificates of indebtedness of Series C-1960, maturing
November 15, 1960
2% percent Treasury bonds of 1960, maturing November 15, 1960
The amount of the offering under this circular will be limited to the amount of
maturing certificates and bonds tendered in exchange and accepted. The books
will be open only on October 31 through November 2, 1960, for the receipt of
subscriptions for this issue.

2. In addition to the offering under this circular, holders of the maturing
securities are offered the privilege of exchanging all or any part of such securities
for 3% percent Treasury bonds of 1966, which offering is set forth in Department
Circular No, 1054, issued simultaneously with this circular.
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II. DESCRIPTION OF NOTES

1. The notes will be dated November 15, 1960, and will bear interest from that
date at the rate of 3% percent per annum, payable on a semiannual basis on Febru-
ary 15 and August 15, 1961, and on February 15, 1962, They will mature Feb-
ruary 15, 1962, and will not be subject to call for redemption prior to maturity.

2, The income derived from the notes is subject to all taxes imposed under the
Internal Revenue Code of 1954. The notes are subject to estate, inheritance,
gift, or other excise taxes, whether Federal or State, but are exempt from all
taxation now or hereafter imposed on the principal or interest thereof by any
State, or any of the possessions of the United States, or by any local taxing
authority.

3. The notes will be acceptable to secure deposits of public moneys. They will
not be acceptable in payment of taxes.

4. Bearer notes with interest coupons attached, and notes registered as to prin-
cipal and interest, will be issued in denominations of $1,000, $5,000, $10,000,
$100,000, $1,000,000, $100,000,000, and $500,000,000. Provision will be made
for the interchange of notes of different denominations and of coupon and regis-
tered notes, and for the transfer of registered notes, under rules and regulations
prescribed by the Secretary of the Treasury.

5. The notes will be subject to the general regulations of the Treasury Depart-
ment, now or hereafter prescribed, governing United States notes.

I1I. SUBSCRIPTION AND ALLOTMENT

1. Subscriptions will be received at the Federal Reserve Banks and branches
and at the Office of the Treasurer of the United States, Washington, D.C. Bank-
ing institutions generally may submit subsecriptions for account of customers, but
only the Federal Reserve Banks and the Treasury Department are authorized to
act as official agencies.

2. The Secretary of the Treasury reserves the right to reject or reduce any sub-
scription, and to allot less than the amount of notes applied for; and any action he
may take in these respects shall be final. Subject to these reservations, all sub-
sceriptions will be allotted in full. Allotment notices will be sent out promptly
upon allotment.

1V. PAYMENT

1. Payment at par for notes allotted hereunder must be made on or before No-
vember 15, 1960, or on later allotment, and may be made only in the securities of
the two issues enumerated in section I hereof, which will be accepted at par, and
should accompany the subscription. Coupons dated November 15, 1960, should
be detached from the maturing securities in coupon form by holders and cashed
when due. In the case of registered bonds, final interest due on November 15,
1960, will be paid by check drawn in accordance with the assignments on the
bonds surrendered, or by credit in any account maintained by a banking insti-
tution with the Federal Reserve Bank of its district.

V. ASSIGNMENT OF REGISTERED BONDS

1. Treasury bonds of 1960 in registered form tendered in payment for notes
offered hereunder should be assigned by the registered payees or assignees there-
of, in accordance with the general regulations of the Treasury Department govern-
ing assignments for transfer or exchange, in one of the forms hereafter set forth,
and thereafter should be surrendered with the subscription to a Federal Reserve
Bank or branch or to the Office of the Treasurer of the United States, Washington,
D.C. The bonds must be delivered at the expense and risk of the holder. If the
notes are desired registered in the same name as the bonds surrendered, the assign-
ment should be to ‘“The Secretary of the Treasury for exchange for 3}4 percent
Treasury notes of Series F-1962""; if the notes are desired registered in another
name, the assignment should be to “The Secretary of the Treasury for exchange
for 3}4 percent Treasury notes of Series F~1962 in the name of __.__.._._ ; if
notes in coupon form are desired, the assignment should be to “The Secretary of
the Treasury for exchange for 3% percent Trea.sury notes of Series F-~1962 in
coupon form to be delivered to _.__.._.__
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VI. GENERAL PROVISIONS

1. As fiscal agents of the United States, Federal Reserve Banks are authorized
and requested to receive subscriptions, to make allotments on the basis and up to
the amounts indicated by the Secretary of the Treasury to the Federal Reserve
Banks of the respective districts, to issue allotment notices, to receive payment
for notes allotted, to make delivery of notes on full-paid subscriptions allotted,
and they may issue interim receipts pending delivery of the definitive notes.

2. The Secretary of the Treasury may at any time, or from time to time, pre-
scribe supplemental or amendatory rules and regulations governing the offering,
which will be communicated promptly to the Federal Reserve Banks.

RoBeERT B. ANDERSON,
Secretary of the Treasury.

DEPARTMENT CIRCULAR NO. 1057. PUBLIC DEBT

TREASURY DEPARTMENT,
Washington, February 6, 1961.

I. OFFERING OF NOTES

1. The Secretary of the Treasury, pursuant to the authority of the Second
Liberty Bond Act, as amended, invites subscriptions, subject to allotment, at par
and accrued interest, from the people of the United States for notes of the United
States, designated 3% percent Treasury notes of Series G-1962. The amount of
the offering under this circular is $6,900,000,000, or thereabouts. Treasury cer-
tificates of indebtedness of Series A-1961, maturing February 15, 1961, will be
accepted at par in payment or exchange, in whole or in part, for the notes sub-
seribed for, to the extent such subscriptions are allotted by the Treasury. The
books will be open only on February 6, 1961, for the receipt of subscriptions for
this issue.

II. DESCRIPTION OF NOTES

1. The notes will be dated February 15, 1961, and will bear interest from that
date at the rate of 3% percent per annum, payable semiannually on August 15,
1961, and February 15 and August 15, 1962, They will mature August 15, 1962,
and will not be subject to call for redemption prior to maturity.

2. The income derived from the notes is subject to all taxes imposed under the
Internal Revenue Code of 1954. The notes are subject to estate, inheritance,
gift, or other excise taxes, whether Federal or State, but are exempt from all tax-
ation now or hereafter imposed on the principal or interest thereof by any State,
or any of the possessions of the United States, or by any local taxing authority.

3. The notes will be acceptable to secure deposits of public moneys. They
will not be acceptable in payment of taxes.

4. Bearer notes with interest coupons attached, and notes registered as to
principal and interest, will be issued in denominations of $1,000, $5,000, $10,000,
$100,000, $1,000,000, $100,000,000, and $500,000,000. Provision will be made for
the interchange of notes of different denominations and of coupon and registered
notes, and for the transfer of registered notes, under rules and regulations pre-
scribed by the Secretary of the Treasury.

5. The notes will be subject to the general regulations of the Treasury Depart-
ment, now or hereafter prescribed, governing United States notes.

III. SUBSCRIPTION AND ALLOTMENT

1. Subscriptions will be received at the Federal Reserve Banks and branches
and at the Office of the Treasurer of the United States, Washington. Only the
Federal Reserve Banks and the Treasury Department are authorized to act as
official agencies. Commercial banks, which for this purpose are defined as banks
accepting demand deposits, may submit subsecriptions for account of customers
provided the names of the customers are set forth in such subscriptions. Others
than commercial banks will not be permitted to enter subscriptions except for
their own account. Subscriptions from commercial banks for their own account
will be restricted in each case to an amount not exceeding 50 percent of the
combined capital, surplus, and undivided profits of the subscribing bank. Sub-
scriptions will be received without deposit from commercial and other banks for
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their own account, federally insured savings and loan associations, States, political
subdivisions or instrumentalities thereof, public pension and retirement and other
public funds, international organizations in which the United States holds mem-
bership, foreign central banks and foreign states, dealers who make primary
markets in Government securities and report daily to the Federal Reserve Banks
of New York their positions with respect to Government securities and borrowings
thereon, Government investment accounts, and the Federal Reserve Banks.
Subscriptions from all others must be accompanied by payment (in cash or in
Treasury certificates of indebtedness of Series A-1961, maturing February 15,
1961, at par) of 2 percent of the amount of notes applied for, not subject to with-
drawal until after allotment. Following allotment, any portion of the 2 percent
payment in excess of 2 percent of the amount of notes allotted may be released
upon the request of the subscribers.

2. All subscribers are required to agree not to purchase or to sell, or to make
any agreements with respect to the purchase or sale or other disposition of any
notes of this issue, until after midnight February 6, 1961.

3. Commercial banks in submitting subscriptions will be required to certify
that they have no beneficial interest in any of the subscriptions they enter for
the account of their customers, and that their customers have no beneficial interest.
in the banks’ subscriptions for their own account.

4. The Secretary of the Treasury reserves the right to reject or reduce any
subscription, to allot less than the amount of notes applied for, and to make
different percentage allotments to various classes of subscribers; and any action
he may take in these respects shall be final. Subject to these reservations, all
subscriptions from States, political subdivisions or instrumentalities thereof,
public pension and retirement and other public funds, international organizations
in which the United States holds membership, foreign central banks and foreign
states, Government investment accounts, and the Federal Reserve Banks will
be allotted in full. The basis of the allotment will be publicly announced, and
allotment notices will be sent out promptly upon allotment.

IV. PAYMENT

1. Payment at par and acerued interest, if any, for notes allotted hereunder
must be made or completed on or before February 15, 1961, or on later allotment.
In every case where payment is not so completed, the payment with application
up to 2 percent of the amount of notes allotted shall, upon declaration made by
the Secretary of the Treasury in his discretion, be forfeited to the United States.
Payment may be made for any notes allotted hereunder in cash or by exchange
of Treasury certificates of indebtedness of Series A-1961, maturing February 15,
1961, which will be accepted at par. Where payment is made with Treasury
certificates of indebtedness of Series A-1961, coupons dated February 15, 1961,
should be detached from such certificates by holders and cashed when due.

v

V. GENERAL PROVISIONS

1. As fiscal agents of the United States, Federal Reserve Banks are authorized
and requested to receive subscriptions, to make allotments on the basis and up
to the amounts indicated by the Secretary of the Treasury to the Federal Reserve
Banks of the respective districts, to issue allotment notices, to receive payment
for notes allotted, to make delivery of notes on full-paid subscriptions allotted,
and they may issue interim receipts pending delivery of the definitive notes.

2. The Secretary of the Treasury may at any time, or from time to time,
prescribe supplemental or amendatory rules and regulations governing the
offering, which will be communicated promptly to the Federal Reserve Banks.

Doueras DILLON,
Secretary of the Treasury.



Summary of information pertaining to Tréasury notes tssued during the fiscal year 1961

Department Allot-
circular ment
Date of Concur- Date sub-[payment
prelimi- rent Date of | Date of | scription | date on
nary an-| offering, Treasury notes offered for exchange or for cash issue |maturity | books |or before
nounce- circular closed (or on
ment | Number| Date number later
allot-
ment)
1960 1960 : 1960 1962 1960 1960
Oct. 27 1053 | Oct. 31 1054 | 3}4 percent Series F-1962 issued in exchange for—. ... - Nov. 15 | Feb. 15 [ Nov. 2 | Nov. 15
434 percent Series C-1960 certificates maturing Nov. 15, 1960, 21§ percent Treasury bonds
of 1960 maturing Nov. 15, 1960.!
1961 1961 1961 1961 1961
Feb. 2 1057 ; Feb, 6 |o____.. -3Y4 percent Series G-1962%___.__._. _| Feb. 15| Aug. 15 | Feb. 6 | Feb. 15
1963
Apr. 27 - 1061 | May 1 1060 | 33 percent Series D-~1963 3. May 15 | May 15 | May 1 | May 15

1 See Department Circular No. 1053, secs. III and IV, in this exhibit, for provisions
for subscription and payment.

2 See Department Circular No, 1057, secs. IIT and IV, in this exhibit, for provisions
for subscription and payment. Holders of 476 percent Treasury certificates of indebted-
ness of Series A-1961, which matured February 15, 1961, were not offered preemptive
rights to exchange their holdings for the new notes. Payment for cash subscriptions
allotted could be made in whole or in part in cash or by exchange at par of the certifi-
cates o{ %eries A-1961. Payment by credit in Treasury tax and loan accounts was not
permitted.

3 Holders of 436 percent Treasury certificates of indebtedness of Series B-1961 and 356
percent Treasury notes of Series B-1961, both of which matured May 15, 1961, were
not offered preemptive rights to exchange their holdings for the new notes. Payment
for cash subscriptions allotted could be made in whole or in part in cash or by exchange
at par of the certificates of Series B-1961 or the notes of Series B-1961. Coupons dated
May 15, 1961, were detached from the maturing securities by holders for payment when
due. Payment by credit in Treasury tax and loan accounts was not permitted.
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Allotments of Treasury notes issued during the fiscal year 1961, by Federal Reserve districis

[In thousands of dollars]

314 percent Series F-1962 T'reasury notes
issued in exchange for—
3Y4 percent 314 percent
Series G-1962 | Series D-1963
Federal Reserve district 434 percent 214 percent Treasury Treasury
Series C-1960 Treasury notes ¢3 notes 24
certificates bonds of 1960 | Total issued
maturing maturing
Nov. 15,1960 1 | Nov. 15, 1960 !

Boston.._.. - .- $68, 474 $42, 842 $111, 316 $127, 426 $77, 230

New York. 5,686,170 1, 657, 082 7, 343, 252 5,290, 367 1, 426, 529

Philadelphia. ccee et cccmcm s e 23, 533 , 04 , 574 , 019 44,192

Cleveland_ __ 59, 657 93, 595 153, 252 233,314 139, 435

Richmond. - e emcmac e 30, 411 67, 462 97,873 124, 425 92,938

ABANA . e cnve e eem———— e ma———— 45, 062 79, 996 125,058 126, 402 70,728

Chicago. . - 157,161 263, 297 420, 458 475,089 302,478

St. Louis_..._.... 70, 892 116, 864 187, 756 98,188 47,373

Minneapolis. ccememncemanccmane. Y 31, 947 63, 358 95, 305 72,770 38,829

Kansas City. PR 41,814 74, 764 116, 578 169, 910 124, 763

Dallas. .. S SR PP 22,060 40,101 62,161 120, 661 65, 647

San Francisco.. ... - - 185, 998 120, 023 306, 021 390,172 183, 635

Treasury...c-ce.- - y 5,196 13, 439 8,119 139, 031

Total note allotments.. - 6,431, 422 2, 666, 621 9, 098, 043 57,324,862 6 2,752, 808
Maturing or redeemable securities:

Exchanged in concurrent offerings. ... 335, 250 877, 860 1,213,300 oo

Total exchanged .- coeo oo rcccaan ——- - 6, 766, 672 3, 544, 481 10,311,153 -

Redeemed for cash or carried to matured debt. __ 270, 534 - 262, 002 532,536 | o) C

Total maturing securities. .-.... 7,037, 206 3, 806, 483 10,843,689 |- oo ccceeaee

;] :1334 percent Treasury bonds of 1966 also offered in exchange for this security; see
exhibit 3. -

2 Subscriptions from States, political subdivisions or instrumentalities thereof,
public pension and retirement and other public funds, international organizations in
which the United States holds membership, foreign central banks and foreign states,
Government investment accounts, and the Federal Reserve Banks were allotted in full,

3 Subscriptions from subscribers other than those shown in footnote 2 were allotted
20 percent with subscriptions for $10,000 or less being allotted in full and those for more
than $10,000 being allotted not less than $10,000.

4 Subscriptions from subscribers other than those shown in footnote 2 were allotted
12 percent with subscriptions for $25,000 or less being allotted in full and those for more
than $25,000 being allotted not less than $25,000.

§ Includes $3,655 million for cash and $3,670 million for Treasury certificates of indebted-
ness of Series A-1961.

8 Includes $1,903 million for cash, $21 million for Treasury certificates of indebtedness
of Series B-1961, and $829 million for Treasury notes of Series B~1961,

474
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ExHIBIT 3.—Treasury bonds

Five Treasury circulars for five of the nine bond offerings during the fiscal year
1961 are reproduced in this exhibit: a Rural Electrification Administration Series,
a cash offering (additional issue); an advance refunding exchange offering (addi-
tional issue); an exchange offering for maturing issues; and an exchange offering
(additional issue) for U.S. savings bonds of Series F and G maturing during the
calendar year 1961. Circulars pertaining to the other bond offerings are similar
in form and therefore are not reproduced in this report. However, the essential
details for each issue are summarized in the first table following the circulars and
the final allotments of the new bonds issued for cash and in exchange for maturing
or outstanding securities are shown in the second table.

DEPARTMENT CIRCULAR NO. 1046. PUBLIC DEBT

TrEASURY DEPARTMENT,
Washington, June 27, 1960.

I. OFFERING OF BONDS

1. The Secretary of the Treasury, pursuant to the authority of the Second
Liberty Bond Act, as amended, gives notice of an issue of bonds of the United
States, designated 2 percent Treasury bonds—R.E.A. Series. These bonds may
be subscribed for, at par, effective July 1, 1960, by borrowers from the Rural
Electrification Administration, U.S. Department of Agriculture. The bonds will
be sold to such borrowers with the specific approval of the Rural Electrification
Administration for each transaction. Subscriptions for the bonds shall be sub-
mitted to the Secretary of the Treasury through the Rural Electrification
Administration.

1I. DESCRIPTION OF BONDS

1. The bonds will bear interest at the rate of 2 percent per annum, payable on
a semiannual basis on January 1 and July 1 in each year until the principal
amount becomes payable, and will be issued in amounts in multiples of $1,000.
Each bond will be issued as of, and will bear interest from, the date payment
therefor is received, and will mature twelve years from such date, but may be
redeemed at the option of the United States or the Rural Electrification Admin-
istration borrowers, in whole or in part, at par and accrued interest, at any time,
upon not less than 30 nor more than 60 days’ notice in writing given by either
party to the other. From the date of redemption designated in any such notice,
interest on the bond or bonds or any part thereof to be redeemed shall cease,
and the unredeemed portion, if any, shall be reissued bearing the same issue date
as the bond surrendered. Any such notice of redemption given by a Rural Elec-
trification Administration borrower shall be addressed to the Secretary of the
Treasury.

2. The income derived from the bonds is subject to all taxes imposed under
the Internal Revenue Code of 1954. The bonds are subject to estate, inheritance,
gift, or other excise taxes, whether Federal or State, but are exempt from all
taxation now or hereafter imposed on the principal or interest thereof by any
State or any of the possessions of the United States, or by any local taxing authority.

3. The bonds will not be acceptable to secure deposits of public monies. They
will not be entitled to any privilege of conversion. They will not be transferable.
Accordingly, they may not be sold, discounted, hypothecated as collateral for a
loan, or pledged as security for the performance of an obligation or for any other
purpose. The bonds will be issued in registered form only in the name of the
Treasurer of the United States in trust for the Rural Electrification Administra-
tion borrowers to which they are allotted. They will be subject to the general
regulations of the Treasury Department, now or hereafter prescribed, governing
United States bonds, so far as applicable.

III. GENERAL PROVISIONS

1. The Secretary of the Treasury may at any time, or from time to time,
preseribe supplemental or amendatory rules and regulations with respect to this
issue of bonds, and he may terminate the issue at any time without notice.

RoBERT B. ANDERSON,
Secretary of the Treasury.
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DEPARTMENT CIRCULAR NO. 1049. PUBLIC DEBT

TREASURY DEPARTMENT,
Washington, August 1, 1960.

I. OFFERING OF BONDS

1. The Secretary of the Treasury, pursuant to the authority of the Second
Liberty Bond Act, as amended, invites subscriptions, subject to allotment, at par
and accrued interest, from the people of the United States for bonds of the United
States, designated 3% percent Treasury bonds of 1968. The amount of the offer-
ing under this circular is $1,000,000,000, or thereabouts. Treasury notes of
Series C-1960, maturing August 15, 1960, will be accepted at par in payment or
exchange, in whole or in part, for the new bonds subscribed for, to the extent such
subscriptions are allotted by the Treasury. The books will be open only on
August 1 and August 2, 1960, for the receipt of subscriptions for this issue.

2. The Secretary of the Treasury, on behalf of the Federal National Mortgage
Association, offers to purchase on August 15, 1960, at par and accrued interest,
Federal National Mortgage Association 3% percent notes of Series ML-1960-A,
dated January 20, 1958, due August 23, 1960, to the extent to which subscriptions
from the holders thereof to Treasury bonds of 1968 hereunder are allotted by the
Treasury, and the proceeds from the par amount of such notes are applied to the
payment, in whole or in part, of the bonds in accordance with paragraph 2 of
section IV of this circular. Tenders of the Federal National Mortgage Associa-
tion 3% percent notes of Series ML-1960-A for that purpose are invited.

II. DESCRIPTION OF BONDS

1. The bonds now offered will be an addition to and will form a part of the series
of 3% percent Treasury bonds of 1968 issued pursuant to Department Circular
No. 1044, dated June 8, 1960, will be freely interchangeable therewith, and are iden~
tical in all respects therewith except that interest on the bonds to be issued under
this circular will acerue from August 15, 1960. Subject to the provision for the
accrual of interest from August 15, 1960, on the bonds now offered, the bonds are
described in the following quotation from Department Circular No. 1044:

“1. The bonds will be dated June 23, 1960, and will bear interest from that date
at the rate of 3% percent per annum, payable on a semiannual basis on November
15, 1960, and thereafter on May 15 and November 15 in each year until the
principal amount becomes payable. They will mature May 15, 1968, and will
not be subject to call for redemption prior to maturity.

2. The income derived from the bonds is subject to all taxes imposed under the
Internal Revenue Code of 1954. The bonds are subject to estate, inheritance,
gift, or other excise taxes, whether Federal or State, but are exempt from all
taxation now or hereafter imposed on the principal or interest thereof by any
State, or any of the possessions of the United States, or by any local taxing
authority.

‘3. The bonds will be acceptable to secure deposits of public moneys. They
will not be acceptable in payment of taxes.

“4, Bearer bonds with interest coupons attached, and bonds registered as to
principal and interest, will be issued in denominations of $500, $1,000, $5,000,
$10,000, $100,000, and $1,000,000. Provision will be made for the interchange of
bonds of different denominations and of coupon and registered bonds, and for
the transfer of registered bonds, under rules and regulations prescribed by the
Secretary of the Treasury.

“5. The bonds will be subject to the general regulations of the Treasury De-
partment, now or hereafter prescribed, governing United States bonds.”

III. SUBSCRIPTION AND ALLOTMENT

1. Subscriptions will be received at the Federal Reserve Banks and branches and
at the Office of the Treasurer of the United States, Washington. Only the Federal
Reserve Banks and the Treasury Department are authorized to act as official agen-
cies. Commercial banks, which for this purpose are defined as banks accepting
demand deposits, may submit subscriptions for account of customers. Others
than commercial banks will not be permitted to enter subscriptions except for
their own account. Subscriptions from commercial banks for their own account
will be restricted in each case to an amount not exceeding 25 percent of the com-~
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bined capital, surplus, and undivided profits of the subseribing bank. Subsecrip-
tions from commercial and other banks for their own account, federally insured
savings and loan associations, States, political subdivisions or instrumentalities
thereof, public pension and retirement and other public funds, international or-
ganizations in which the United States holds membership, foreign central banks
and foreign states, dealers who make primary markets in Government securities
and report daily to the Federal Reserve Bank of New York their positions with
respect to Government securities and borrowings thereon, Government investment
accounts, and the Federal Reserve Banks will be received without deposit. Sub-
scriptions from all others must be accompanied by payment (in cash or in Treasury
notes of Series C—1960, maturing August 15, 1960, at par, or Federal National
Mortgage Association notes of Series MI1~1960-A tendered for purchase under
paragraph 2 of section I, hereof, at par) of 20 percent of the amount of bonds
applied for, not subject to withdrawal until after allotment. Following allotment,
any portion of the 20 percent payment in excess of 20 percent of the amount of
bonds allotted may be released upon the request of the subscribers.

2. Commercial banks in submitting subscriptions will be required to certify
that they have no beneficial interest in any of the subscriptions they enter for the
acecount of their customers, and that their customers have no beneficial interest in
the banks’ subscriptions for their own account.

3. The Secretary of the Treasury reserves the right to reject or reduce any sub-
scription, to allot less than the amount of bonds applied for, and to make different
percentage allotments to various classes of subscribers; and any action he may
take in these respects shall be final. The basis of the allotment will be publicly
announced, and allotment notices will be sent out promptly upon allotment. .

IV. PAYMENT

1. Payment at par and accrued interest from June 23, 1960, to August 15, 1960
($5.58084 per $1,000), for bonds allotted hereunder must be made or completed on
or before August 15, 1960, or on later allotment. In every case where payment is
not so completed, the payment with application up to 20 percent of the amount of
bonds allotted shall, upon declaration made by the Secretary of the Treasury in
his discretion, be forfeited to the United States. Payment may be made for any
bonds allotted hereunder in cash or by exchange of Treasury notes of Series
C-1960, maturing August 15, 1960, which will be accepted at par. Where pay-
ment is made with Treasury notes of Series C-1960, coupons dated August 15,
1960, should be detached from such notes by holders and cashed when due.

2. In addition, payment may be made for any bonds allotted hereunder with
the proceeds of the par amount of Federal National Mortgage Association notes of
Series ML-1960-A tendered for purchase in accordance with paragraph 2 of sec-
tion I of this circular. Federal National Mortgage Association notes of Series
ML~-1960-A tendered for purchase must have coupons dated August 23, 1960,
attached, and payment will be made at par and accrued interest to August 15,
1960. Accrued interest from February 23, 1960, to August 15, 1960, on the Series
MI~-1960-A notes ($17.31944 per $1,000) will be credited, and accrued interest
from June 23, 1960, to August 15, 1960 ($5.58084 per $1,000), will be charged and’
the difference $11.7386 per $1,000 will be paid subscribers following acceptance of
the notes. .

V. GENERAL PROVISIONS

1. As fiscal agents of the United States, Federal Reserve Banks are authorized
and requested to receive subscriptions, to make allotments on the basis and up to
the amounts indicated by the Secretary of the Treasury to the Federal Reserve
Banks of the respective districts, to issue allotment notices, to receive payment for
bonds allotted, to make delivery of bonds on full-paid subscriptions allotted, and
they may issue interim receipts pending delivery of the definitive bonds. :

2. The Secretary of the Treasury may at any time, or from time to time, pre-
scribe supplemental or amendatory rules and regulations governing the offering,
which will be communicated promptly to the Federal Reserve Banks.

< ) RoBERT B. ANDERSON,
Secretary of the Treasury.
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DEPARTMENT CIRCULAR NO. 1051. PUBLIC DEBT

TREASURY DEPARTMENT,
Washington, September 12, 1960.

I. OFFERING OF BONDS

1. The Secretary of the Treasury, pursuant to the authority of the Second
Liberty Bond Act, as amended, invites subscriptions, at par and accrued interest,
from the people of the United States for bonds of the United States, designated
31 percent Treasury bonds of 1990, in exchange for 2% percent Treasury bonds
of 1963-68, dated December 1, 1942, due December 15, 1968. Exchanges will
be made at par with adjustment of interest as provided in section IV hereof.
Subscriptions to the offering under this circular and the offering of 3% percent
Treasury bonds of 1998 under Department Circular No. 1052, issued simul-
taneously with this circular are invited up to a combined amount not to exceed
$4,500,000,000, or thereabouts. If subscriptions exceed this amount they will
be subject to allotment on the same basis for each of the two issues. In addition
to the amount offered for publi¢c subscription, the Secretary of the Treasury
reserves the right to issue in exchange to Government investment accounts an
aggregate amount not to exceed $550,000,000 of the bonds offered hereunder
and the bonds offered simultaneously under Department Circular No. 1052.
The books will be open only on September 12 through September 20, 1960, for
the receipt of subscriptions for this issue.

2. Nonrecognition of gain or loss for Federal income tax purposes.—Pursuant to
the provisions of section 1037(a) of the Internal Revenue Code of 1954 as added
by Public Law 86-346 (approved September 22, 1959), the Secretary of the
Treasury hereby declares that no gain or loss shall be recognized for Federal
income tax purposes upon the exchange with the United States of the 2} percent
Treasury bonds of 1963-68, due December 15, 1968, solely for the 314 percent
Treasury bonds of 1990. Gain or loss, if any, upon the obligations surrendered
in exchange will be taken into account upon the disposition or redemption of the
new obligations.

II. DESCRIPTION OF BONDS

1. The bonds now offered will be an addition to and will form a part of the series
of 3% percent Treasury bonds of 1990 issued pursuant to Department Circular
No. 1005, dated February 3, 1958, will be freely interchangeable therewith, and
are identical in all respects therewith except that interest on the bonds to be
issued under this circular will accrue from October 3, 1960. Subject to the
provision for the accrual of interest from October 3, 1960, on the bonds now
offered, the bonds are described in the following quotation from Department
Circular No. 1005:

“1. The bonds will be dated February 14, 1958, and will bear interest from that
date at the rate of 3% percent per annum, payable on a semiannual basis on
August 15, 1958, and thereafter on February 15 and August 15 in each year
until the principal amount becomes payable. They will mature February 15,
1990, and will not be subject to call for redemption prior to maturity.

¢2. The income derived from the bonds is subject to all taxes imposed under
the Internal Revenue Code of 1954. The bonds are subject to estate, inheritance,
gift, or other excise taxes, whether Federal or State, but are exempt from all
taxation now or hereafter imposed on the principal or interest thereof by any
State, or any of the possessions of the United States, or by any local taxing
authority.
© “3. The bonds will be acceptable to secure deposits of public moneys.

‘4, Bearer bonds with interest coupons attached, and bonds registered as to
principal and interest, will be issued in denominations of $500, $1,000, $5,000,
$10,000, $100,000, and $1,000,000. Provision will be made for the interchange
of bonds of different denominations and of coupon and registered bonds, and for
the transfer of registered bonds, under rules and regulations prescribed by the
Secretary of the Treasury.

“5, Any bonds issued hereunder which upon the death of the owner constitute
part of his estate, will be redeemed at the option of the duly constituted repre-
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" sentatives of the deceased owner’s estate, at par and accrued interest to date of
payment,! provided:

(a) that the bonds were actually owned by the decedent at the time of his
death; and

(b) that the Secretary of the Treasury be authorized to apply the entire
proceeds of redemption to the payment of Federal estate taxes.
Registered bonds submitted for redemption hereunder must be duly assigned
to “The Secretary of the Treasury for redemption, the proceeds to be paid to the
District Director of Internal Revenue at - _..._____ for credit on Federal estate
taxes due from estate of __________. ”  Owing to the periodic closing of the
transfer books and the impossibility of stopping payment of interest to the
registered owner during the closed period, registered bonds received after the
closing of the books for payment during such closed period will be paid only at
par with a deduction of interest from the date of payment to the next interest
payment date; 2 bonds received during the closed period for payment at a date
after the books reopen will be paid at par plus accrued interest from the reopening
of the books to the date of payment. In either case checks for the full six months’
interest due on the last day of the closed period will be forwarded to the owner
in due course. All bonds submitted must be accompanied by Form PD 17823
properly completed, signed, and certified, and by proof of the representatives’
authority in the form of a court certificate or a certified copy of the repre-
sentatives’ letters of appointment issued by the court. The certificate, or the
certification to the letters, must be under the seal of the court, and except in
the case of a corporate representative, must contain a statement that the appoint-
ment is in full force and be dated within six months prior to the submission of
the bonds, unless the certificate or letters show that the appointment was made
within one year immediately prior to such submission. %pon payment of the
bonds appropriate memorandum receipt will be forwarded to the representatives,
which will be followed in due course by formal receipt from the District Director
of Internal Revenue.

“6. The bonds will be subject to the general regulations of the Treasury De-

partment, now or hereafter prescribed, governing United States bonds.”

III. SUBSCRIPTION AND ALLOTMENT

1. Subscriptions will be received at the Federal Reserve Banks and branches and
at the Office of the Treasurer of the United States, Washington, D.C. Only the
Federal Reserve Banks and the Treasury Department are authorized to act as
official agencies. Banking institutions generally may submit subscriptions for
account of customers. Subscriptions from banking institutions for their own
account, federally insured savings and loan associations, States, political sub-
divisions or instrumentalities thereof, public pension and retirement and other
public funds, international organizations in which the United States holds mem-
bership, foreign central banks and foreign states, Iederal Reserve Banks, and
Government investment accounts will be received without deposit. Subscriptions
from all others must be accompanied by the deposit of 214 percent Treasury bonds
of 1963-68, due December 15, 1968, in the face amount of not less than 10 percent
of the amount of bonds applied for, not subject to withdrawal until after allotment.
Registered bonds submitted as deposits should not be assigned. After allotment
detached assignment forms may be used as provided in section V hereof.

2. The Secretary of the Treasury reserves the right to reject or reduce any sub-
scription, to allot less than the amount of bonds applied for, and to make different
percentage allotments to various classes of subscribers; and any action he may take
in these respects shall be final. The basis of the allotment will be publicly
announced, and allotment notices will be sent out promptly upon allotment.

IV. PAYMENT

1. Payment at par for bonds allotted hereunder must be made on or before
October 3, 1960, or on later allotment, and may be made only in 2% percent Treas-

! An exact half-year’s interest is computed for each full half-year period irrespective of the actual number
of days in the half year. For a fractional part of any half year, computation is on the basis of the actual
number of days in such half year.

2 The transfer books are closed from January 16 to February 15, and from July 16 to August 15 (both dates
inclusive) in each year.

3 Copies of Form PD 1782 may be obtained from any Federal Reserve Bank or from the Treasury Depart-
ment, Washington, D.C,



248 1961 REPORT OF THE SECRETARY OF THE TREASURY

ury bonds of 1963-68, due December 15, 1968, which will be accepted at par.
Coupons dated December 15, 1960, and all subsequent coupons, must be attached
to the bonds in coupon form when surrendered. Accrued interest from June 15,
1960, to October 3, 1960 (37.51366 per $1,000), on the bonds surrendered will be
credited, and accrued interest from August 15, 1960, to October 3, 1960 ($4.66033
per $1,000), on the bonds to be issued will be charged, and the difference ($2.85333
per $1,000) will be paid subscribers, in the case of bearer bonds following their ac-
ceptance, and in the case of registered bonds following discharge of registration.
In the case of registered bonds, the payment will be made by check drawn in ac-
cordance with the assignments on the bonds surrendered, or by creditin any account
maintained by a banking institution with the Federal Reserve Bank of its district.

V. ASSIGNMENT OF REGISTERED BONDS

1. After allotment the 2% percent Treasury bonds of 1963-68 in registered
form tendered in payment for bonds offered hereunder should be assigned by the
registered payees or assignees thereof, in accordance with the general regulations
of the Treasury Department governing assignments for transfer or exchange, in
one of the forms hereafter set forth, and thereafter should be surrendered to a
Federal Reserve Bank or branch or to the Office of the Treasurer of the United
States, Washington, D.C. If the new bonds are desired registered in the same
name as the bonds surrendered in exchange, the assignment should be to “The
Secretary of the Treasury for exchange for 3% percent Treasury bonds of 1990";
if the new bonds are desired registered in another name, the assignment should be
to “The Secretary of the Treasury for exchange for 3} percent Treasury bonds
of 1990 in the name of ___..__.__.__ . if new bonds in coupon form are desired,
the assignment should be to ‘“The Secretary of the Treasury for exchange for 3}/
percent Treasury bonds of 1990 in coupon form to be delivered to._________
Detached assignment forms may be used for the convenience of subscribers.

V1. GENERAL PROVISIONS

1. As fiscal agents of the United States, Federal Reserve Banks are authorized
and requested to receive subscriptions, to make allotments on the basis and up to
the amounts indicated by the Secretary of the Treasury to the Federal Reserve
Banks of the respective districts, to issue allotment notices, to receive payment
for bonds allotted, to make delivery of bonds on full-paid subscriptions allotted,
and they may issue interim receipts pending delivery of the definitive bonds.

2. The Secretary of the Treasury may at any time, or from time to time,
prescribe supplemental or amendatory rules and regulations governing the offer-
ing, which will be communicated promptly to the Federal Reserve Banks.

JuriaN B. Bairp,
Acting Secretary of the Treasury.

DEPARTMENT CIRCULAR NO. 1054. PUBLIC DEBT

TREASURY DEPARTMENT,
Washington, October 31, 1960.

I. OFFERING OF BONDS

1. The Secretary of the Treasury, pursuant to the authority of the Second
Liberty Bond Act, as amended, invites subscriptions, at par, from the people of
the United States for bonds of the United States designated 3% percent Treasury
bonds of 1966, in exchange for which any of the following securities may be
tendered:

4% percent Treasury certificates of indebtedness of Series C-1960, maturing
November 15, 1960
214 percent Treasury bonds of 1960, maturing November 15, 1960
The amount of the offering under this circular will be limited to the amount of
maturing certificates and bonds tendered in exchange and accepted. The books
will be open only on October 31 through November 2, 1960, for the receipt of
subscriptions for this issue.
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2. In addition to the offering under this circular, holders of the maturing
securities are also offered the privilege of exchanging all or any part of such
securities for 3} percent Treasury notes of Series F-1962, which offering is set
forth in Department Circular No. 1053, issued simultaneously with this circular.

II. DESCRIPTION OF BONDS

1. The bonds will be dated November 15, 1960, and will bear interest from that
date at the rate of 3% percent per annum, payable semiannually on May 15 and
November 15 in each year until the principal amount becomes payable. They
will mature May 15, 1966, and will not be subject to call for redemption prior to
maturity.

2. The income derived from the bonds is subject to all taxes imposed under the
Internal Revenue Code of 1954. The bonds are subject to estate, inheritance,
gift, or other excise taxes, whether Federal or State, but are exempt from all
taxation now or hereafter imposed on the principal or interest thereof by any
State, or any of the possessions of the United States, or by any local taxing
authority.

3. The bonds will be acceptable to. secure deposits of public moneys. They
will not be acceptable in payment of taxes.

4. Bearer bonds with interest coupons attached, and bonds registered as to
principal and interest, will be issued in denominations of $500, $1,000, $5,000,
$10,000, $100,000, and $1,000,000. Provision will be made for the interchange
of bonds of different denominations and of coupon and registered bonds, and for
the transfer of registered bonds, under rules and regulations prescribed by the
Secretary of the Treasury.

5. The bonds will be subject to the general regulations of the Treasury Depart-
ment, now or hereafter prescribed, governing United States bonds.

III. SUBSCRIPTION AND ALLOTMENT

1. Subscriptions will be received at the Federal Reserve Banks and branches
and at the Office of the Treasurer of the United States, Washington, D.C. Bank-
ing institutions generally may submit subscriptions for account of customers,
but only the Federal Reserve Banks and the Treasury Department are authorized
to act as official agencies.

2. The Secretary of the Treasury reserves the right to reject or reduce any
subseription, and to allot less than the amount of bonds applied for; and any
action he may take in these respects shall be final. Subject to these reservations,
all subscriptions will be allotted in full. Allotment notices will be sent out
promptly upon allotment.

IV. PAYMENT

1. Payment at par for bonds allotted hereunder must be made on or before
November 15, 1960, or on later allotment, and may be made only in the securities
of the two issues enumerated in section I hereof, which will be accepted at par,
and should accompany the subscription. Coupons dated November 15, 1960,
should be detached from the maturing securities in coupon form by holders and
cashed when due. In the case of registered bonds, final interest due on November
15, 1960, will be paid by check drawn in accordance with the assignments on the
bonds surrendered, or by credit in any account maintained by a banking institu-
tion with the Federal Reserve Bank of its district.

V. ASSIGNMENT OF REGISTERED BONDS

1. Treasury bonds of 1960 in registered form tendered in payment for bonds
offered hereunder should be assigned by the registered payees or assignees thereof,
in aceordance with the general regulations of the Treasury Department governing
assignments for transfer or exchange, in one of the forms hereafter set forth, and
thereafter should be surrendered with the subscription to a Federal Reserve
Bank or branch or to the Office of the Treasurer of the United States, Washington,
D.C. The bonds must be delivered at the expense and risk of the holder. If
the new bonds are desired registered in the same name as the bonds surrendered,
the assignment should be to “The Secretary of the Treasury for exchange for
3% percent Treasury bonds of 1966 ; if the new bonds are desired registered in
another name, the assignment should be to ‘“The Secretary of the Treasury for
exchange for 3% percent Treasury bonds of 1966 in the name of ”.
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if new bonds in coupon form are desired, the assignment should be to “The Sec-
retary of the Treasury for exchange for 3% percent Treasury bonds of 1966 in
coupon form to be delivered to - _________

VI. GENERAL PROVISIONS

1. As fiscal agents of the United States, Federal Reserve Banks are authorized
and requested to receive subscriptions, to make allotments on the basis and up to
the amounts indicated by the Secretary of the Treasury to the Federal Reserve
Banks of the respective districts, to issue allotment notices, to receive payment
for bonds allotted, to make delivery of bonds on full-paid subscriptions allotted,
and they may issue interim receipts pending delivery of the definitive bonds.

2. The Secretary of the Treasury may at any time, or from time to time,
prescribe supplemental or amendatory rules and regulations governing the
offering, which will be communicated promptly to the ¥Federal Reserve Banks.

RoBeERT B. ANDERSON,
Secretary of the Treasury.

DEPARTMENT CIRCULAR NO. 1056. PUBLIC DEBT

TREASURY DEPARTMENT,
Washington, November 18, 1960.

I. OFFERING OF BONDS

1. The Secretary of the Treasury, pursuant to the authority of the Second
Liberty Bond Act, as amended, invites subscriptions, at 10054 percent of their
face value and accrued 1nterest for bonds of the United States, designated 4
percent Treasury bonds of 1969, in exchange for a like face amount of United
States savings bonds of Series F and G maturing in the calendar year 1961,
which will be accepted at exchange values set forth in section IV hereof. Hold-
ers of Series F and G bonds aggregating less than an even multiple of $500 ma-
turity value (the lowest denomination of new bonds available) may exchange
such bonds with payment of the difference in cash to make up the next higher
$500 multiple. Interest on the bonds will be adjusted as of December 15, 1960,
as set forth in section IV hereof. The amount of the offering under this circular
will be limited to the amount of securities, together with cash adjustments,
tendered in exchange and accepted. The books will be open only on November
21 through November 29 for the receipt of subscriptions for this issue.

II. DESCRIPTION OF BONDS

1. The bonds now offered will be an addition to and will form a part of the 4
percent Treasury bonds of 1969 issued pursuant to Department Circular No. 996,
dated September 16, 1957, will be freely interchangeable therewith, and are
identical in all respects therewith except that interest on the bonds to be issued
under this circular will accrue from December 15, 1960. Subject to the pro-
vision for the accrual of interest from December 15, 1960, on the bonds now
offered, the bonds are deseribed in the following quotatlon from Department
Circular No. 996:

“1. The bonds will be dated October 1, 1957, and will bear interest from that
date at the rate of 4 percent per annum payable semiannually on April 1 and
October 1 in each year until the prmmpal amount becomes payable. They will
mature October 1, 1969, and will not be subject to call for redemption prior to
maturity.

“2. The income derived from the bonds is subject to all taxes imposed under
the Internal Revenue Code of 1954. The bonds are subject to estate, inheritance,
gift, or other excise taxes, whether Federal or State, but are exempt from all
taxation now or hereafter imposed on the principal or interest thereof by any
State, or any of the possessions of the United States, or by any local taxing
authority.

¢“3. The bonds will be acceptable to secure deposits of public moneys.

4. Bearer bonds with interest coupons attached, and bonds registered as to
principal and interest, will be issued in denominations of $500, $1,000, $5,000,
$10,000, $100,000, and $1,000,000. Provision will be made for the 1nterchange
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of bonds of different denominations and of coupon and registered bonds, and for
the transfer of registered bonds, under rules and regulations prescribed by the
Secretary of the Treasury.

‘5. Any bonds issued hereunder which upon the death of the owner constitute
part of his estate, will be redeemed at the option of the duly constituted repre-
sentatives of the deceased owner’s estate, at par and accrued interest to date of
payment,! provided:

(a) that the bonds were actually owned by the decedent at the time of his
death; and

(b) that the Secretary of the Treasury be authorized to apply the entire
proceeds of redemption to the payment of Federal estate taxes.

Registered bonds submitted for redemption hereunder must be duly assigned
to “The Secretary of the Treasury for redemption, the proceeds to be paid to the
District Director of Internal Revenue at __________ for credit on Federal estate
taxes due from estate of . _______. ”  Owing to the periodic closing of the
transfer books and the impossibility of stopping payment of interest to the regis-
tered owner during the closed period, registered bonds received after the closing
of the books for payment during such closed period will be paid only at par with
a deduction of interest from the date of payment to the next interest payment
date; 2 bonds received during the closed period for payment at a date after the
books reopen will be paid at par plus accrued interest from the reopening of the
books to the date of payment. In either case checks for the full six months’
interest due on the last day of the closed period will be forwarded to the owner
in due course. All bonds submitted must be accompanied by Form PD 17823
properly completed, signed, and sworn to, and by proof of the representatives’
authority in the form of a court certificate or a certified copy of the representatives’
letters of appointment issued by the court. The certificate, or the certification
to the letters, must be under the seal of the court, and except in the case of a
corporate representative, must contain a statement that the appointment is in
full force and be dated within six months prior to the submission of the bonds,
unless the certificate or letters show that the appointment was made within one
year immediately prior to such submission. Upon payment of the bonds appro-
priate memorandum receipt will be forwarded to the representatives, which will
%e followed in due course by formal receipt from the District Director of Internal

evenue.

“6. The bonds will be subject to the general regulations of the Treasury De-
partment, now or hereafter prescribed, governing United States bonds.”

III. SUBSCRIPTION AND ALLOTMENT

1. Subseriptions will be received at the Federal Reserve Banks and branches
and at the Office of the Treasurer of the United States, Washington, D.C. Bank-
ing institutions generally, and paying agents eligible to process bonds under
Treasury Department Circular No. 888, Revised, may submit exchange sub-
scriptions for account of customers, but only the Federal Reserve Banks and the
Treasury Department are authorized to act as official agencies.

2. The Secretary of the Treasury reserves the right to reject or reduce any
subscription, and to allot less than the amount of bonds applied for; and any
action he may take in these respects shall be final. Subject to these reservations,
all subscriptions will be allotted in full. Allotment potices will be sent out
promptly upon allotment.

IV. PAYMENT

1. Payment for the face amount of bonds allotted hereunder must be made on
or before December 15, 1960, or on later allotment, and may be made only in a
like face amount of United States savings bonds of Series F and Series G maturing
from January 1 to December 1, 1961, inclusive, and any cash difference necessary
to make up an even $500 multiple, which bonds and cash should accompany the
subscription, together with the net amount to be collected from the subscriber

1 An exact half-year’s interest is computed for each full half-year period irrespective of the actual number
of days in the half year. For a fractional part of any halfl year, computation is on the basis of the actual
pumber of days in such half year.

2 The transfer books are closed from March 2 to April 1, and from September 2 to October 1 (both dates
inclusive) in each year. :

3 Copies of Form PD 1782 may be obtained from any Federal Reserve Bank or from the Treasury
Department, Washington, D.C.

614359—62——17
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as set forth in tables I and IT hereof. The Series F and G bonds will be accepted
in the exchange at amounts set forth hereunder for their respective months of
maturity. These exchange values are higher than é)resent redemption values.
They have been set so that holders of Series F and G bonds who elect to accept
this exchange offer will receive, in effect, an investment yield approximately 1
percent per annum more than would otherwise accrue from December 15, 1960,
to the maturity dates of their bonds, and will receive an investment yield of
approximately 3.93 percent on the 4 percent marketable bonds received in ex-
change for the period from the maturity dates of their Series F and G bonds to
October 1, 1969. All subscribers will be charged the interest from October 1,
1960, to December 15, 1960 ($0.82 per $100), on the bonds allotted. Other
adjustments with respect to bonds accepted in exchange will be made as set
forth in tables I and II hereof, which also show the net amounts to be collected
from subscribers for each 3100 (face amount) of bonds accepted in exchange.

(a) Series F bonds.—The exchange values of Series F bonds, the differences
between such values and the offering price of the 4 percent bonds, the interest
which will acecrue on the new bonds and the total amounts to be collected from
holders of Series F bonds per $100 (face amount) are as follows:

TasLe I.—For Series F bonds

Total amounts
Charge for dif- | Interest Oct.1 TO BE COL-
ferences between | to Dec. 15, 1960, LECTED
Exchange values | $100.50 (offering | to be charged on | FROM SUB-
F bonds maturing in 1961 of F bonds per | price per $100 of | new bonds per SCRIBERS

on the first day of— $100 (face amt.) | new bonds) and | $100 (face amt.) per 3100 (face

exchange values of F bonds amt.) of F bonds
of I bonds accepted
(Cols. 2 plus 3) 1
Col. 1 Col. 2 Col. 3 Col. 4

N2 (T o S $99.88 $0. 62 $0.82 $1.44
February e cccaaan 99. 64 0.86 0.82 1.68
Mareh. oo 99. 40 1.10 0.82 1.92
April. - 99.16 1.34 0.82 2.16
May... - 98.92 1.58 0.82 2.40
June... - 98. 68 1.82 0.82 2.64
July 98. 44 2.06 0.82 2.88
August. oo 98.20 2.30 0.82 3.12
September- oo oooeaeae 97.96 2.54 0.82 3.36
October._.._ - 97.72 2.78 0.82 3.60
November. - - 97.48 3.02 0.82 3.84
December oo 97.24 3.26 0.82 4.08

1TIn addition, for each $100, or multiple or fraction thereof, between the face amount of Series F bonds
submitted and the face amount of bonds subseribed (to next higher multiple of $500) the subscriber must
pay $101.32 ($100.50 issue price plus $0.82 accrued interest).

(b) Series G bonds.—The exchange values of Series G bonds, the differences
between such values and the offering price of the 4 percent bonds, the accrued
interest to be credited on the Series G bonds, the interest which will acerue on
the new bonds and the total amounts to be collected from holders of Series G
bonds per $100 (face amount); see table II.

2. Any qualified depositary will be permitted to make payment by credit in
its Treasury tax and loan account for any cash payments authorized or required
to be made under this circular for bonds allotted to it for itself and its customers
up to any amount for which it shall be qualified in excess of existing deposits,
when so notified by the Federal Reserve Bank of its district.

3. Series F and G bonds tendered in exchange must bear appropriate requests
for payment in accordance with the provisions of Treasury Department Circular
No. 530, Eighth Revision, as amended, or the special endorsements provided for
in Treasury Department Circular No. 888, Revised. In any case in which bonds
in bearer form, or registered bonds in another name, are desired, requests for
payment must be supplemented by specific instructions signed by the owner who
signed the request for payment. "An owner’s instructions for bearer or registered
bonds may be recorded on the surrendered bonds by typing or otherwise recording
on the back thereof, or by changing the existing request for payment form to
conform to one of the two following forms: )
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(a) Tam the owner of this bond and hereby request exchange for 4% Treasury
bonds of 1969 in bearer form to be delivered to (insert name and address of person
to whom deliv.ry is to be made).

(b) Iam the owner of this bond and hereby request exchange for 49, Treasury
bonds of 1969 registered in the name of (insert exact registration desired—see

section V hereof).

TasLe II.—For Series G bonds

Total amounts
Charge for Interest Oct. 1] TO BE COL-
differences be- to Dec. 15,1960, LECTED

Exchange tween $100.50 | Interest to be | to be charged | FROM SUB-

G bonds maturing values of G (offering price | credited on G | on new bonds { SCRIBERS

in 1961 on the bonds per $100 | per $100 of new | bonds per $100 | per $100 (face 1 per $100 (face

first day of— (face amt.) bonds) and ex- | (face amt.) amt.) of G amt.) of G

change values bonds bonds accepted!

of G bonds (Cols. 2and 4

minus 3)
Col. 1 Col. 2 Col. 3 Col. 4 Col. 5

January._ .. .o.._.._.. $99. 98 $0.52 $1.15 $0.82 $0.19
February 99. 94 0. 56 0.94 0.82 0.44
March___ 99. 91 0.59 0.73 0.82 0.68
April._ 99.87 0.63 0.52 0.82 0.93
May. 99. 83 0.67 0.31 0.82 1.18
June._ 99. 80 0.70 0.10 0.82 1.42
July... 99.77 0.73 ® 0.82 1.65
August.. 99.73 0.77 0.94 0.82 0.65
September. 99. 70 0.80 0.73 0.82 0.89
October. . 99. 66 0.84 0. 52 0.82 1.14
November. 99. 63 0.87 0.31 0.82 1.38
December. ... 99. 59 0.91 0.10 0.82 1.63

t In addition, for each $100, or multiple thereof, between the face amount of Series G bonds submitted and
the face amount of bonds subscribed (tonext hxgher multiple of $500) the subscriber must pay $101.32 ($100.50
issue price plus $0.82 accrued interest).

2 Interest will be paid to January 1, 1961, on bonds maturing July 1, 1961, in regular course on January 1,
1961, by checks mailed by the Treasury Department As these checks will include unearned interest for the
per iod from December 15, 1960, to January 1, 1961, each subscriber who tenders these bonds will be required
to make an interest refund of $0.10 per $100 (tace amount). The above amount of $1.65 in col. 5 includes
such refund.

V. REGISTRATION OF BONDS

1. Treasury bonds may be registered only as authorized in Treasury Depart-
ment Circular No. 800, Revised, as supplemented. Registration in the name of
one person payable on 'death to another is not authorized. Registered Treasury
bonds may be transferred to a purchaser only upon proper assignment. Treasury
bonds registered in the form “A or B’ may be transferred only upon assignment
by or on behalf of both, except that if one of them is deceased, an assignment by
or on behalf of the survivor will be accepted. Since I‘reasury bonds are not -
redeemable before maturity at the option of the owners, the effects of registering
them in the names of two or more persons are important. Information concerning
the effects of various forms of registration may be obtained from any Federal
Reserve Bank or branch, the Office of the Treasurer of the United States, Wash-
ington, D.C., or from banking institutions generally.

VI. GENERAL PROVISIONS

1. As fiscal agents of the United States, Federal Reserve Banks are authorized
and requested to receive subscriptions, to make allotments on the basis and up
to the amounts indicated by the Secretary of the Treasury to the Federal Reserve
Banks of the respective districts, to issue allotment notices, to receive payment
for bonds allotted, to make delivery of bonds on full-paid subscriptions allotted,
and they may issue interim receipts pending delivery of the definitive bonds.

2. The Secretary of the Treasury may at any time, or from time to time,
prescribe supplemental or amendatory rules and regulations governing the offer-
ing, which will be communicated promptly to the Federal Reserve Banks.

) Jutian B. Barp,
Acting Secretary of the Treasury.



Summary of information pertaining to Treasury bonds issued during the fiscal year 1961 1

Department circular Allot-
ment
Date of Concur- Date sub-| payment
preiimi- rent Date of | Date of | scription| date on
nary an- offering, Treasury bonds issued for cash or in exchange for outstanding securities ! issue |maturity | books | or before
nounce- { Number [ Date circular closed (or on
ment number later
allot-
ment)
1960 1960 1960 1968 1960 1960
July 28 1049 | Aug. 1 1048 | 376 percent of 1968 (additional iSSUe) 2. _ . e d oo 3June23 | May 15 | Aug. 2| Aug. 15
Sept. 9 1050 | Sept. 12 | 1051,1052 | 314 percent of 1980 issued in exchange for— 1980
24 percent Treasury bonds of 1962-67 maturing June 15, 1967, Oct. 3 | Nov. 15| Sept. 20 | 4 Oct, 3
Sept. 9 1051 | Sept. 12 | 1050, 1052 | 314 percent of 1990 (additional issue) issued in exchange for— 1958 1990
214 percent Treasury bonds of 1963-68 maturing Dee. 15, 1968, 5 Feb.14| Feb. 15 | Sept. 20 | ¢ Oct. 3
Sept. 9 1052 { Sept. 12 | 1050, 1051 | 314 percent of 1998 issued in exchange for—
2V4 percent Treasury bonds on 1964-69 maturing June 15, 1969, : 1960 1998
2% percent Treasury bonds of 1964-69 maturing Dec. 15, 1969, Oct. 3| Nov. 15| Sept. 20 | 7 Oct. 3
Oct, 27 1054 | Oct. 31 1053 | 334 percent of 1966 issued in exchange for—
43/ percent Series C-1960 certificates maturing Nov. 15, 1960, 1966
234 percent Treasury bonds of 1960 maturing Nov. 15, 1960. Nov. 15 | May 15 | Nov. 2| 8 Nov. 15
Nov. 18 1056 { Nov, 18 | oao.-C 4 percent of 1969 (additional issue) issued in exchange for — 1957 |- 1969
U.8. savings bonds of Series F and G maturing in the calendar year 1961. 90ct. 1 [ Oct. 1| Nov. 29| 19Dec.15
1961 1961
Mar, 15 1058 | Mar. 20 1059 | 334 percent of 1966 issued in exchange for— 1961 1968 1961 1961
214 percent Treasury bonds of 1963 maturing Aug. 15, 1963. Mar. 15 | Nov. 15 | Mar, 22 | 11 Mar.' 30
Mar. 15 1059 | Mar. 20 1058 | 3%4 percent of 1967 issued in exchange for—
2% percent Series A-1963 notes maturing Feh. 15, 1963, : 1967
214 percent Treasury bonds of 1959-62 maturing June 15, 1962, Mar, 15 | Nov. 15 | Mar. 22 | 12 Mar. 30
214 percent Treasury bonds of 1959-62 maturing Dec. 15, 1962,

21
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1 See also Department Circular No. 1046 in this exhibit.

2 See Department Circular No. 1049, secs. III and IV, in this exhibit, for provisions
for subscription and payment. Holders of 434 percent ’freasury notes of Series C-1960,
which matured August 15, 1960, were not offered preemptive rights to exchange their
holdings for the new certificates. Payment for cash subscriptions allotted could be
made in whole or in part in cash or by exchange at par of the notes of Series C-1960; or
with the proceeds of the par amount of 354 percent Federal National Mortgage Asso-
ciation notes of Series M L-1960-A which matured August 23, 1960. Payment by credit
in Treasury tax and loan accounts was not permitted.

3 Interest payable from Aug. 15, 1960.

+ Exchanges were made at par with adjustment of interest as of Oct. 3, 1960, in
amounts of $500 or multiples thereof, Coupons dated Dec. 15, 1960, and all subsequent
coupons were required to be attached to bonds in coupon form when surrendered.
Accrued interest from June 15 to Oct. 3, 1960 ($7.51366 per $1,000), was paid to subscribers
in the case of bearer bonds following there acceptance and in the case of registered bonds
following discharge of registration.

s Interest payable from Oct. 3, 1960.

8 See Department Circular No. 1051, secs. III and IV, in this exhibit, for provisions
for subscription and payment of interest.

7 Following acceptance of surrendered securities interest adjustment from June 15
to Oct. 3, 1960(8$7.51366 per $1,000), was paid to subscribers in the case of bearer bonds
following their acceptance and in the case of registered bonds following discharge of
registration. Coupons dated Dee, 15, 1960, and all subsequent coupons were required
to be surrendered with the bearer bonds.

8 See Department Circular No. 1054, secs, III and IV, in this exhibit, for provisions
for subsecription and payment,

¢ Interest payable from Dec. 15, 1960.

18 See Department Circular No. 1056, secs. IIT and 1V, in this exhibit, for provisions
for subscription and interest adjustments.

11 Coupons dated Aug. 15, 1961, and all subsequent coupons were required to be
attached to the bonds in coupon form when surrendered. Accrued interest from Feb.
15 to Mar. 15, 1961 ($1.93370 per $1,000), on bonds surrendered was paid to subscribers
in the case of bearer bonds following their acceptance and in the case of registered bonds
following discharge of registration.

12 Coupons dated Aug. 15, 1961, and all subsequent coupons were required to be at-
tached to the Treasury notes of Series A-1963 when surrendered and accrued interest
from Feb. 15 to Mar. 15, 1961 ($2.03039 per $1,000), was paid to subscribers. Coupons
dated June 15, 1961, and all subsequent coupons were required to be attached to the
214% Treasury bonds of 1959-62 in coupon form when surrendered. Accrued interest
from Dee. 15, 1960, to Mar. 15, 1961 ($5.56319 per $1,000), on the honds due June 15,
1962, was paid to subscribers. Accrued interest from Dec. 15, 1960, to Mar. 15, 1961
($5.56319 per $1,000), on the bonds due Dec. 15, 1962, was credited, payment ($3.00 per
$1,000) due the United States (exchange made at 100.30% of their face value)
was charged and the difference ($2.56319 per $1,000) was paid to subscribers in the case
of bearer securities following their acceptance and in the case of registered bonds follow-
ng discharge of registration.

Allotments of Treasury bonds issued during the fiscal year 1961, by Federal Reserve districts

[In thousands of dollars]

314 percent 314 percent Treasury bonds of 1998 issued in
314 percent | Treasury bonds exchange for—
3% percent |Treasury bonds of 1990
Treasury bonds| of 1980 issued (additional
of 1968 in exchange issue) issued
Federal Reserve district (additional for 214 percent |in exchange for | 24 percent 214 percent
issue) issued |Treasury bonds| 2315 percent [Treasury bonds|Treasury bonds,
for cash | of 1962-67 Treasury bonds of 1964-69 of 1964-69 Total issued
maturing of 1963-68 maturing maturing
June 15, 1967 2 maturing June 15, 1969 2 | Dec. 15, 1969 2
Dec. 15, 1968 2
Boston.._.__. $74, 995 $53, 237 $70, 060 $84, 430 $98, 125 $182, 555
New York. .o mae e 467, 615 298, 799 467, 366 637, 941 746, 046 1,383, 987
Philadelphia_ . .. 23,994 12, 364 24,202 29,923 23,798 , 721
Cleveland.___ 45,623 20, 993 55, 271 71,707 58, 799 130, 506
Richmond. 37,778 12,008 29, 802 18,153 23, 634 41,787
Atlanta__ 42,028 2, 456 5,270 4,977 6, 902 11,879
Chicago 139, 609 64, 620 78, 641 62, 538 74,799 137,337
St. Louis 26, 524 6,278 , 429 , 543 11,757 19,100
Minneapolis_ ... 17,092 4,933 4,817 16, 800 8,170 24,970
Kansas City . cvvenccaeca o ciecccceccmcaeaas 27,064 10, 694 16, 005 26, 356 21,700 48,056
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Allotments of Treasury bonds issued during the fiscal year 1961, by Federal Reserve districts—Continued
[In thousands of dollars]

314 percent

344 percent Treasury bonds of 1998 issued in

346 percent | Treasury bonds exchange for—
376 percent | Treasury bonds of 1960
Treasury bonds| of 1980 issued (additional
of 1968 in exchange issue) issned .
Federal Reserve district (additional for 214 percent | in exchange for | . 214 percent 214 percent
issue) issued | Treasury bonds| 24 percent |Treasury bonds| Treasury bonds
for cash 1 of 1962-67 Treasury bonds of 1964-69 of 1964-69 Total issued
maturing of 1963-68 maturing maturing
June 15, 1967 2 maturing June 15, 1969 2 | Dec. 15, 1969 ?
Dec. 15, 1968 2
DS o e $36, 064 $37, 841 $33, 328 $38, 150 $32, 289 $70, 439
San Francisco. 106, 276 13,761 27,922 48, 406 39,619 88, 025
L BASUTY - - o o o e o e e e et e et maam 26,411 105, 422 173, 603 48, 089 102, 084 150,173
Total bond allotments. ... 31,070,074 643, 406 992, 716 1,094, 813 1,247,722 2, 342, 535
Securities eligible for exchange: Exchanged in concurrent offerings_.__ ____ _.eco oo oo oo e et e e e
Total exchanged . - . e emme oo e e e el
Not submitted for exchange._ .. oo i e 1, 465, 613 1,822,153 2,642, 209 2,563, 137 5,205, 346
Total securities eligible for exchange . _ ..o oo b .. 2,109,019 2, 814, 869 3,737,022 3. 810. 859 7, 547, 881

Federal Reserve district

exchange for—

33 percent Treasury bonds of 1966 issued in

4 percent Treasury bonds of 1969 (additionsl issue) issued in ex-
change for Series F and Series G savings honds maturing in the
calendar year 1961

434 percent

21§ percent

Series C-1960 |Treasury bonds: Total Series F Series G Cash Total
certificates of 1980 issued savings bonds | savings bonds differences issued ?
maturing maturing exchanged exchanged
Nov. 15, 19604 | Nov. 15, 1960 ¢
BoOSton . e $20, 802 $21,119 $41, 921 $666 $13,874 $21 $14, 561
NeW York. .. 163, 206 340, 067 £03,573 2, 565 25,822 69 28,456
Philadelphia 7,944 28,038 35,982 387 8, 355 36 8,778
Cleveland. 7,803 47,574 55,377 1,166 9, 740 31 10,937
Richmon 4,899 20,127 25, 026 €09 6,192 15 6, 816
Atl?.nta_. ...... 9,053 29,053 38, 106 687 G, 472 12 7,171
Chicago. ... 56, 047 177,412 233,459 3,243 26, 241 87 29,571
St Lowis. oL 11, 802 50, 260 62, 062 96 8,731 24 8, 851
Minneapolis. .. ...l 10, 569 27,018 37,588 446 4,414 16 4,876
Kansas City ... 15,430 56,785 72,215 668 9, 652 22 10, 342
Dallas. ... e emmeeeee —meceeeeeeaos 6, 586 31, 330 37,916 463 4,161 9 4,633
San FranciSeo. - . oo voooem oo - 20, 352 46, 094 66, 446 842 9, 687 19 10, 548
TreaSUTY - - - o oo e 457 2,982 3,439 46 2,107 4 2,157
Total bond allotments_._____ ... ____._.___........ 335, 250 877, 860 1,213,110 11,884 135, 448 355 147,697

9¢¢
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Securities eligible for exchange:
Exchanged in concurrent offerings. .. _.____..______..__. 6,431, 422 2, 666, 621 9,098,043 | .ol
Total exchanged. ... ... o ..o ... 6, 766, 672 3,544, 481 10, 311, 153 11,884 135, 448 365 147, 697
Not submitted for exchange .. ... .. ... . ....__._ 270, 534 262, 002 532,586 |- ceemocen e em e e em et
Total securities eligible for exchange ...._____________. 7,037, 206 3, 806, 483 10,843,689 |- oo e

334 percent
Treasury bonds
of 1966 issued

3%¢ percent Treasury bonds o,

{ 1967 issued in exchange for—

in exchange for | 2% percent 214 percent 214 percent
Federal Reserve district 214 percent Series A-1963 | Treasury bonds| Treasury bonds
Treasury bonds| Treasury notes of 1959-62 of 1959-62 Total issued
of 1963 maturing maturing maturing
maturing Feb. 15, 1963 2 { June 15, 1962 2 | Dec. 15, 1962 2
Aug. 15, 1963 2
BOSbOT - o e emimcecaiaeaeaen $69, 184 $42, 465 $50, 101 $36, 316 $128, 882
New York. i - 813, 095 452, 664 510, 791 655, 655 1,619,110
Philadelphia. .o oo iciiiiaeans - 126, 475 37, 245 45,108 41,613 123, 966
Cleveland . .. e e - 193, 757 39,838 77,700 54, 329 171, 867
Richmond. .. e - 54, 611 26, 068 39, 817 22,747 88, 632
- 79, 436 44, 920 43,782 24,139 112,841
487, 337 157,771 218,801 170, 300 546, 872
108, 244 44, 264 56, 238 25, 565 126, 067
76, 422 24,383 27,874 24,003 76, 260
.................... 120, 865 44,893 47,913 30, 452 123, 258
................ 130, 593 42,076 65, 858 32,126 140, 060
............ 165, 906 78, 144 57, 641 46,723 182, 508
.................................................................................... 11,705 96, 614 53,919 12, 689 163, 222
Total bond allobments. oo oo ool 2,437, 630 1,131, 345 1, 295, 543 1,176, 657 3, 603, 545
Securities eligible for exchange:
Exchanged in concurrent offerings. . o e mccacm e mcmicccciecemmmmec e e m e |ttt et el
Total exchanged . oo i e aramce e e mmammme e |mmccmccmc e mem e cmmemmmm e e e oo | e oo e e
Not submitted for enchange. - ..o e cmm e aanan 4,318,066 2, 839, 353 3, 966, 159 2,272, 678 9,078, 190
Total securities eligible for exehange. .. . imecicmeccecccnean 6, 755, 696 3, 970, 698 5, 261, 702 3,449,335 12,681,735

t Subscriptions from savings-type investors and Government investment accounts
were allotted 259%, subscriptions from commercial banks for their own account were
allotted 20% and subscriptions from all others were allotted 15%.

2 These exchanges were advance refundings. Al subscriptions were allotted in full.

3 Includes $1,042 million for cash (including proceeds from the par amount of Federal
National Mortgage Association 35§ percent notes of Series ML-1960-A) and $28 million
for Treasury notes of Series C-1960.

‘h Sgyii;ezs F-1962 314% Treasury notes also offered in exchange for this security; see
exhibit 2.

5 Exchanges together with cash differences necessary to make up the next higher
$500 multiple.

SLIGIHX®

L59¢



258 1961 REPORT OF THE SECRETARY OF THE TREASURY

Treasury Bills Offered and Accepted

EXHIBIT 4.—Treasury bills

During the fiscal year 1961 there were 52 weekly issues each of 13-week and
26-week Treasury bills (the 13-week bills represent additional issues of bills
with an original maturity of 26 weeks), 3 issues of tax anticipation series, 4 other
issues (one 364-day and three 365-day bills), and one issue of a strip of weekly
bills issued June 14, 1961, representing additional amounts of 18 series of out-
standing Treasury bills. Four press releases inviting tenders and four releases
announcing the acceptance of tenders are reproduced in this exhibit. The press
releases of June 7 and June 13, 1961, are in a form representative of a weekly
double issue of regular bills (91- and 182-day) in which there is an additional
issue of a currently outstanding issue of 182-day bills having 91 days remaining
before maturity and a new issue of 182-day bills. The details of the issue of
strip bills are explained in the releases of June 2 and June 9, 1961. The tax
anticipation series is represented by the releases of March 23 and March 29,
1961, and the other bill issues are represented by the releases of April 6 and
April 13, 1961. The essential details regarding each issue of Treasury bills
during the fiscal year 1961 are summarized in the table following the releases.

PRESS RELEASE OF JUNE 7, 1961

The Treasury Department, by this public notice, invites tenders for two series
of Treasury bills to the aggregate amount of $1,600,000,000, or thereabouts,
for cash and in exchanee for Treasury bills maturing June 15, 1961, in the amount
of $1,601,254,000, as follows:

91-day bills (to maturity date) to be issued June 15, 1961, in the amount
of $1,100,000,000, or thereabouts, representing an additional amount of bills
dated March 16, 1961, and to mature September 14, 1961, originally issued
in the amount of $600,004,000 (including $100,000,000 to be issued June 14,
1961), the additional and original bills to be freely interchangeable.

182-day bills, for $500,000,000, or thereabouts, to be dated June 15, 1961,
and to mature December 14, 1961.

The bills of both series will be issued on a discount basis under competitive
and noncompetitive bidding as hereinafter provided, and at maturity their
face amount will be payable without interest. They will be issued in bearer
form only, and in denominations of $1,000, $5,000, $10,000, $100,000, $500,000,
and $1,000,000 (maturity value).

Tenders will be received at Federal Reserve Banks and branches up to the
closing hour, one-thirty o’clock p.m., eastern daylight saving time, Monday,
June 12, 1961, Tenders will not be received at the Treasury Department,
Washington. Each tender must be for an even multiple of $1,000, and in the
case of competitive tenders the price offered must be expressed on the basis
of 100, with not more than three decimals, e.g., 99.925. Fractions may not
be used. It is urged that tenders be made on the printed forms and forwarded
in the special envelopes which will be supplied by Federal Reserve Banks or
branches on application therefor.

Others than banking institutions will not be permitted to submit tenders
except for their own account. Tenders will be received without deposit from
incorporated banks and trust companies and from responsible and recognized
dealers in investment securities. Tenders from others must be accompanied
by payment of 2 percent of the face amount of Treasury bills applied for, unless
the tenders are accompanied by an express guaranty of payment by an incor-
porated bank or trust company.

Immediately after the closing hour, tenders will be opened at the Federal
Reserve Banks and branches, following which public announcement will be made
by the Treasury Department of the amount and price range of accepted bids.
Those submitting tenders will be advised of the acceptance or rejection thereof.
The Secretary of the Treasury expressly reserves the right to accept or reject
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any or all tenders, in whole or in part, and his action in any such respect shall
be final. Subject to these reservations, noncompetitive tenders for $200,000 or
less for the additional bills dated March 16, 1961 (91-days remaining until
maturity date on September 14, 1961), and noncompetitive tenders for $100,000
or less for the 182-day bills without stated price from any one bidder will be
accepted in full at the average price (in three decimals) of accepted competitive
bids for the respective issues. Settlement for accepted tenders in accordance
with the bids must be made or completed at the Federal Reserve Bank on June
15, 1961, in cash or other immediately available funds or in a like face amount
of Treasury bills maturing June 15, 1961. Cash and exchange tenders will re-
ceive equal treatment. ash adjustments will be made for differences between
the pa{l value of maturing bills accepted in exchange and the issue price of the
new bills.

The income derived from Treasury bills, whether interest or gain from the
sale or other disposition of the bills, does not have any exemption, as such, and
loss from the sale or other disposition of Treasury bills does not have any special
treatment, as such, under the Internal Revenue Code of 1954. The bills are
subject to estate, inheritance, gift, or other excise taxes, whether Federal or
State, but are exempt from all taxation now or hereafter imposed on the prin-
cipal or interest thereof by any State, or any of the possessions of the United
States, or by any local taxing authority. For purposes of taxation the amount of
discount at which Treasury bills are originally sold by the United States is con-
sidered to be interest. Under sections 454(b) and 1221(5) of the Internal Revenue
Code of 1954 the amount of discount at which bills issued hereunder are sold is
not considered to accrue until such bills are sold, redeemed, or otherwise disposed
of, and such bills are excluded from consideration as capital assets. Accordingly,
the owner of Treasury bills (other than life insurance companies) issued here-
under need include in his income tax return only the difference between the price
paid for such bills, whether on original issue or on subsequent purchase, and the
amount actually received either upon sale or redemption at maturity during the
taxable year for which the return is made, as ordinary gain or loss.

Treasury Department Circular No. 418, Revised, and this notice, prescribe
the terms of the Treasury bills and govern the conditions of their issue. Copies
of the circular may be obtained from any Federal Reserve Bank or branch.

PRESS RELEASE OF JUNE 13, 1961

The Treasury Department announced last evening that the tenders for two
series of Treasury bills, one series to be an additional issue of the bills dated
March 16, 1961, and the other series to be dated June 15, 1961, which were
offered on June 7, were opened at the Federal Reserve Banks on June 12. Tenders
were invited for $1,100,000,000, or thereabouts, of 91-day bills and for $500,-
?010,000, or thereabouts, of 182-day bills. The details of the two series are as
ollows:

Range of accepted competitive bids 91-day Treasury bills matur-

182-day Treasury bills matur-
ing September 14, 1961 i

ing December 14, 1961

Approximate Approximate
Price equivalent Price equivalent
annual rate annual rate
High 99. 428 2.263% 98. 756 2.461%
Low... 99,415 2.314% 98,736 2.500%
Average 99. 420 12,.295% 98. 740 12.492%

(36 percent of the amount of 91-day bills bid for at the low price was accepted and 71 perbent. of the amount
of 182-day bills bid for at the low price was accepted.)
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Total tenders applied for and accepted by Federal Reserve districts

District Applied for Accepted Applied for Accepted

Boston. .. $30, 462, 000 $10, 397, 000 $3,175,000 $2, 325, 000
New York. oo 1, 458, 146, 000 689, 363, 000 934, 341, 000 360, 123, 000
Philadelphia. . oo 25, 6593, 000 10, 168, 000 8, 997, 000 3, 952,000
Cleveland. . ... 33, 945, 000 33, 401, 000 22,181, 000 19, 156, 000
Richmond.____________ .. __________ 9, 798, 000 9, 748, 000 1, 561, 000 1,211, 000
Atlanta. .. 23, 392, 000 18, 467, 000 3, 864, 000 3, 310, 000
CRICAZO e eeeeeee 210, 848, 000 175, 278, 000 91, 556, 000 52,451, 000
St. Louis_ oo 23,817, 600 20, 267, 00G 6, 668, 000 5,450, 000
Minneapolis_ - oo ____ 20, 023, 000 19, 523, 600 6, 667, 000 4,937, 000
Kansas City- oo oo .. 35, 962, 000 32, 962, 000 12, 540, 000 7,337,000
Dallas_ o ol 11,191, 000 11,191,000 3,427,000 3, 267, 000
San Francisco.- oo o ooecaucacoaccaaao- 75, 274, 000 69, 674, 000 49, 235, 000 37,085, 000

Total . 1,958, 451,000 | 21,100,439,000 | 1,144, 212, 000 3 500, 604, 000

1 On a coupon issue of the same length and for the same amount invested, the return on these bills would
provide yields of 2.34%, for the 91-day bills, and 2.56%, for the 182-day bills. Interest rates on bills are quoted
in terws of bank discount with the return related to the face amount of the bills payable at maturity rather
than the amount invested and their length in actual number of days related to a 360-day year, In contrast,
yields on certificates, notes, and bonds are computed in terms of interest on the amount invested, and relate
the number of days remaining in an interest payment period to the actual number of days in the period, with
semiannual compounding if more than one coupon period is involved.

¢ Includes $205,903,000 noncompetitive tenders accepted at the average price of 99.420.

3 Includes $50,752,000 noncompetitive tenders accepted at the average price of 98.740.

PRESS RELEASE OF JUNE 2, 1961

The Treasury Department, by this public notice, invites tenders for addi-
tional amounts of eighteen series of Treasury bills to an aggregate amount of
$1,800,000,000, or thereabouts, for cash. The additional bills will be issued
June 14, 1961, will be in the amounts, and will be in addition to the bills originally
issued and maturing, as follows:

Amount of Days from Amount
additional Original issue dates 1961 Maturity dates 1961 June 14, 1961, | outstandin;
issue to maturity (in millions
June 2, 1961

$100, 000, 000 50 $1, 601
100, 000, 000 57 1, 601
100, 000, 600 64 1, 600
100, 000, 600 71 1, 600
100, 000, 000 78 1, 501
100, 000, 000 86 5
100, 000, 000 92 500
100, 009, 000 99 500
100,000, 000 106 500
100, 000, 000 113 500
100, 000, 000 121 500
100, 000, 000 127 400
100, 600, 000 134 400
100, 000, 000 141 500
100, 000, 000 148 500
100, 000, 600 155 501
100, 000, 000 163 500
100, 000, 000 169 500

1, 800, 000, 600

The additional and original bills will be freely interchangeable.

Each tender submitted must be in the amount of $18,000 or an even multiple
thereof, and the amount tendered will be applied to each of the above series of
bills on the basis of the ratio of each series to the total of all series. (For example,
an accepted tender for $90,000 will be applied $5,000 to the issue with original
date of February 2, 1961, and $5,000 to each of the additional weekly issues
through the issue with original date of June 1, 1961.)

The bills offered hereunder will be issued on a discount basis under competitive
and noncompetitive bidding as hereinafter provided, and at maturity their face
amount will be payable without interest. They will be issued in bearer form
only, and in denominations of $1,000, $5,000, $10,000, $100,000, $500,000, and
$1,000,000 (maturity value). .
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Tenders will be received at Federal Reserve Banks and branches up to the
closing hour, one-thirty o’clock p.m., eastern daylight saving time, June 8, 1961.
Tenders will not be received at the Treasury Department, Washington. In
the case of competitive tenders the price offered must be expressed on the basis
of 100, with not more than three decimals, e.g., 99.925. Fractions may not be
used. A single price must be submitted for each unit of $18,000, or even multiple
thereof. A unit represents $1,000 face amount of each issue of bills offered
hereunder, as previously described. It is urged that tenders be made on the
printed forms and forwarded in the special envelopes which will be supplied by
Federal Reserve Banks and branches on application therefor.

Others than banking institutions will not be permitted to submit tenders
except for their own account. Tenders will be received without deposit from in-
corporated banks and trust companies and from responsible and recognized
dealers in investment securities. Tenders from others must be accompanied by
payment of 2 percent of the face amount of Treasury bills applied for, unless the
tenders are accompanied by an express guaranty of payment by an incorporated
bank or trust company. .

Immediately after the closing hours, tenders will be opened at the Federal Re-
serve Banks and branches, following which public announcement will be made by
the Treasury Department of the amount and price range of accepted bids. Those
submitting tenders will be advised of the acceptance or rejection thereof. The
Secretary of the Treasury expressly reserves the right to accept or reject any
or all tenders, in whole or in part, and bis action in any such respect shall be
final. Noncompetitive tenders for $180,000 or less (in even multiples of $18,000)
without stated price from any one bidder will be accepted in full at the average
price (in three decimals) of accepted competitive bids, provided, however, that
if the total of noncompetitive tenders exceeds $900,000,000, the Secretary of the
Treasury reserves the right to allot less than the amount applied for on a straight
percentage basis with adjustments where necessary to the next higher multiple
of $18,000." Settlement for accepted tenders in accordance with the bids must
be made or completed at the Federal Reserve Bank in cash or other immediately
available funds on June 14, 1961, provided, however, any qualified depositary
will be permitted to make payment by credit in its Treasury tax and loan account
for Treasury bills allotted to it for itself and its customers up to any amount
for which it shall be qualified in excess of existing deposits when so notified by
the Federal Reserve Bank of its district. :

The income derived from Treasury bills, whether interest or gain from the
sale or other disposition of the bills, does not have any exemption, as such, and
loss from the sale or other disposition of Treasury bills does not have any special
treatment, as such, under the Internal Revenue Code of 1954. The bills are
subject to estate, inheritance, gift, or other excise taxes, whether Federal or
State, but are exempt from all taxation now or hereafter imposed on the principal
or interest thereof by any State, or any of the possessions of the United States,
or by any local taxing authority. For purposes of taxation the amount of dis-
count at which Treasury bills are originally sold by the United States is
considered to be interest. Under section 454(b) and 1221(5) of the Internal Rev-
enue Code of 1954 the amount of discount at which bills issued hereunder are
sold is not considered to accrue until such bills are sold, redeemed, or other-
wise disposed of, and such bills are excluded from consideration as capital assets.
Accordingly, the owner of Treasury bills (other than life insurance companies)
issued hereunder need include in his income tax return only the difference be-
tween the price paid for such bills, whether on original issue or on subsequent
purchase, and the amount actually received either upon sale or redemption at
maturity during the taxable year for which the return is made, as ordinary gain
or loss.

Treasury Department Circular No. 418, Revised, and this notice, prescribe
the terms of the Treasury bills and govern the conditions of their issue. Copies
of the circular may be obtained from any Federal Reserve Bank or branch.

PRESS RELEASE OF JUNE 9, 1961

The Treasury Department announced last evening that tenders for additional
amounts of eighteen series of Treasury bills to an aggregate amount of $1,800,-
000,000, or thereabouts, to be issued June 14, 1961, which were offered on June 2,
were opened at the Federal Reserve Banks on June 8. The amount of accepted
tenders will be equally divided among the eighteen regular weekly issues of out-
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standing Treasury bills maturing August 3, 1961, to November 30, 1961, inclusive.
The details of the offering are as follows:
Total applied for. . . _ o ______. $4, 671, 774, 000
Total accepted (includes $187,842,000 entered on a noncompeti-

tive basis and accepted in full at the average priceshownbelow)_ 1, 800, 972, 000

Approximate equivalent annual rate of dis-
Range of accepted competive bids Price count based on 109.6 days (average num-
ber of days to maturity)

High.. 99. 305 2, 283%,
Low. 99. 292 2. 326%
Average. 99, 207 12,308%

(44 percent of the amount bid for at the low price was accepted)

Total tenders applied for and accepted by Federal Reserve districts

District Applied for Accepted

Boston. . $176, 148, 000 $83, 628, 000
New York 2, 293, 254, 000 652, 176. 000
Philadelphia.___. 163, 926, 000 65, 844, 000
Cleveland : 355, 050, 000 153, 810, 000
Richmond : 117, 144,000 33. 840, 000
Atlanta 128, 322, 000 55, 206, 000
Chicago. 482, 526, 000 362, 142, 000
St. Louis. . 87, 930, 000 31, 374,000
Minneapolis__ .. 121, 194, 000 72, 144, 000
Kansas City 80, 046, 000 40, 212, 000
Dallas.... 267, 516, 000 157, 176, 0600
San Francisco. .. 398, 718, 000 93, 330, 000

Total 4,671, 774, 000 1, 800, 972, 000

1 On a coupon issue of the same length as the average for the hills and for the same amount invested, the
return on these bills would provide a yield of 2.36%. Interest rates on bills are quoted in terms of bank
discount with the return related to the face amount of the bills payable at maturity rather than the amouant
invested and their length in actual number of days related to a 360-day year. In contrast, vields on cer-
tificates, notes, and bonds are computed in terms of interest on the amount invested, and relate the number
of days remaining in an interest payment period to the actual number of days in the period, with semiannual
compounding if more than one coupon period is involved.

PRESS RELEASE OF MARCH 23, 1961

. The Treasury Department, by this public notice, invites tenders for $1,500,
000,000, or thereabouts, of 172-day Treasury bills, to be issued on a discount basis
under competitive and noncompetitive bidding as hereinafter provided. The
bills of this series will be designated tax anticipation series, they will be dated
April 3, 1961, and they will mature September 22, 1961. They will be accepted
at face value in payment of income and profits taxes due on September 15, 1961,
and to the extent they are not presented for this purpose the face amount of these
bills will be payable without interest at maturity. Taxpayers desiring to apply
these bills in payment of September 15, 1961, income and profits taxes have the
privilege of surrendering them to any Federal Reserve Bank or branch or to the
Office of the Treasurer of the United States, Washington, not more than fifteen
days before September 15, 1961, and receiving receipts therefor showing the face
amount of the bills so surrendered. These receipts may be submitted in lieu of
the bills on or before September 15, 1961, to the District Director of Internal
Revenue for the district in which such taxes are payable. The bills will be issued
in bearer form only, and in denominations of $1,000, $5,000, $10,000, $100,000,
$500,000, and $1,000,000 (maturity value).

Tenders will be received at Federal Reserve Banks and branches up to the
closirig hour, one-thirty o’clock p.m., eastern standard time, Tuesday, March 28,
1961. Tenders will not be received at the Treasury Department, Washington.
Each tender must be for an even multiple of $1,000, and in the case of competi-
tive tenders the price offered must be expressed on the basis of 100, with not more
than three decimals, e.g., 99.925. Fractions may not be used. It is urged that
tenders be made on the printed forms and forwarded in the special envelopes
vs}rlhic}; will be supplied by Federal Reserve Banks or branches on application
therefor. :

- Others than-banking institutions will not be permitted to submit tenders except
for their own account. Tenders will be received without deposit from incorpo-
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rated banks and trust companies and from responsible and recognized dealers in
investment securities. Tenders from others must be accompanied by payment
of 2 percent of the face amount of Treasury bills applied for, unless the tenders
are accompanied by an express guaranty of payment by an incorporated bank or
trust company.

All bidders are required to agree not to purchase or to sell, or to make any
agreements with respect to the purchase or sale or other disposition of any bills
of this issue, until after one-thirty o’clock p.m., eastern standard time, Tuesday,
March 28, 1961.

Immediately after the closing hour, tenders will be opened at the Federal Re-
serve Banks and branches, following which public announcement will be made
by the Treasury Department of the amount and price range of accepted bids.
Those submitting tenders will be advised of the acceptance or rejection thereof.
The Secretary of the Treasury expressly reserves the right to accept or reject any
or all tenders, in whole or in part, and his action in any such respect shall be final.
Subject to these reservations, noncompetitive tenders for $300,000 or less without
stated price from any one bidder will be accepted in full at the average price (in
three decimals) of accepted competitive bids. Payment of accepted tenders at
the prices offered must be made or completed at the Federal Reserve Bank in
cash or other immediately available funds on April 3, 1961, provided, however,
any qualified depositary will be permitted to make payment by credit in its
Treasury tax and loan account for not more than 50 percent of the amount of
Treasury bills allotted to it for itself and its customers up to any amount for which
it shall be qualified in excess of existing deposits when so notified by the Federal
Reserve Bank of its district.

The income derived from Treasury bills, whether interest or gain from the sale
or other disposition of the bills, does not have any exemption, as such, and loss
from the sale or other disposition of Treasury bills does not have any special
treatment, as such, under the Internal Revenue Code of 1954. The bills are sub-
ject to estate, inheritance, gift, or other excise taxes, whether Federal or State,
but are exempt from all taxation now or hereafter imposed on the principal or
interest thereof by any State, or any of the possessions of the United States, or
by any local taxing authority. For purposes of taxation the amount of discount
at which Treasury bills are originally sold by the United States is considered to
be interest. Under sections 454(b) and 1221(5) of the Internal Revenue Code of
1954 the amount of discount at which bills issued hereunder are sold is not con-
sidered to accrue until such bills are sold, redeemed, or otherwise disposed of, and
such bills are excluded from consideration as capital assets. Accordingly, the
owner of Treasury bills (other than life insurance companies) issued hereunder
need include in his income tax return only the difference between the price paid for
such bills, whether on original issue or on subsequent purchase, and the amount
actually received either upon sale or redemption at maturity during the taxable
year for which the return is made, as ordinary gain or loss.

Treasury Department Circular No. 418, Revised, and this notice, prescribe
the terms of the Treasury bills and govern the conditions of their issue. Copies
of the circular may be obtained from any Federal Reserve Bank or branch.

PRESS RELEASE OF MARCH 29, 1961

The Treasury Department announced last evening that the tenders for
$1,500,000,000, or thereabouts, of tax anticipation series 172-day Treasury bills
to be dated April 3 and to mature September 22, 1961, which were offered on
March 23, were opened at the Federal Reserve Banks on March 28.

The details of this issue are as follows:

Total applied for_ __ .. $3, 894, 635, 000
Total accepted (includes $218,935,000 entered on a non-
competitive basis and accepted in full at the average
price shown below) . . . . _______ ... 1, 501, 150, 000
Range of accepted competitive bids (excepting three tenders
totaling $1,900,000) :
High, equivalent rate of discount approximately
2.3809% per annum - - _ _ .o oo 98. 863
Low, equivalent rate of discount approximately 2.4919,
Per annUIN . .. _ o oo 98. 810
Average, equivalent rate of discount approximately
2.473% per annum . _ . ______________.___._.__ 98. 818
(47 percent of the amount bid for at the low price was

accepted)
Footnote on following page.
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Federal Reserve district Total fampplied Total accepted
or

Boston_. - - $213, 830, 000 $106, 080, 000
New York emmmemam—an————— 1, 689, 980, 000 4186, 785, 000
Philadelphia. . 186, 190, 060 75, 878,000
Cleveland..... . 379, 695, 000 177, 675, 000
Richmond. .. e 69, 930, 000 37, 498, 000
Atlanta . - 121, 975,000 70, 103, 000
(073151 Lo SN SN 431, 415, 000 215, 984, 000
St. Louis. . - - 114, 265, 000 41, 702, 000
Minneapolis —_— 97, 480, 000 58, 055, 000
Kansas City. - 88, 900, 000 39, 730, 000
Dallas - 245, 500, 000 169, 850, 000
San Francisco. 255, 425, 000 91, 810, 000
Total 3, 894, 635, 000 1, 501, 150, 000

1 On a coupon issue of the same length and for the same amount invested, the return on these bills would
provide a yield of 2.54%,. Interest rates on bills are quoted in terms of bank discount with the return re-
lated to the face amount of the bills payable at maturity rather than the amount invested and their length
in actual number of days related to a 360-day year. In contrast, yields on certificates, notes, and bonds
are computed in terms of interest on the amount invested, and relate the number of days remaining in
an interest payment period to the actual number of days in the period, with semiannual compounding
if more than one coupon period is involved.

PRESS RELEASE OF APRIL 6, 1961

The Treasury Department, by this public notice, invites tenders for
$2,000,000,000, or thereabouts, of 365-day Treasury bills, for cash and in ex-
change for Treasury bills maturing April 15, 1961, in the amount of $2,000,780,000,
to be issued on a discount basis under competitive and noncompetitive bidding
as hereinafter provided. The bills of this series will be dated April 15, 1961, and
will mature April 15, 1962, when the face amount will be payable without interest.
They will be issued in bearer form only, and in denominations of $1,000, $5,000,
$10,000, $100,000, $500,000, and $1,000,000 (maturity value).

Tenders will be received at Federal Reserve Banks and branches up to the
closing hour, one-thirty o’clock p.m., eastern standard time, Wednesday, April 12,
1961. Tenders will not be received at the Treasury Department, Washington.
Each tender must be for an even multiple of $1,000, and in the case of competitive
tenders the price offered must be expressed on the basis of 100, with not more
than three decimals, e.g., 99.925. Fractions may not be used. (Notwithstanding
the fact that these bills will run for 365 days, the discount rate will be computed
on a bank discount basis of 360 days, as is currently the practice on all issues of
Treasury bills.) It is urged that tenders be made on the printed forms and
forwarded in the special envelopes which will be supplied by Federal Reserve
Banks or branches on application therefor.

Others than banking institutions will not be permitted to submit tenders
except for their own account. Tenders will be received without deposit from
incorporated banks and trust companies and from responsible and recognized
dealers in investment securities. Tenders from others must be accompanied by
payment of 2 percent of the face amount of Treasury bills applied for, unless the
tenders are accompanied by an express guaranty of payment by an incorporated
bank or trust company.

Immediatley after the closing hour, tenders will be opened at the Federal
Reserve Banks and branches, following which public announcement will be made
by the Treasury Department of the amount and price range of accepted bids.
Those submitting tenders will be advised of the acceptance or rejection thereof.
The Secretary of the Treasury expressly reserves the right to accept or reject any
or all tenders, in whole or in part, and his action in any such respect shall be final.
Subject to these reservations, noncompetitive tenders for $400,000 or less without
stated price from any one bidder will be accepted in full at the average price (in
three decimals) of accepted competitive bids. Settlement for accepted tenders in
accordance with the bids must be made or completed at the Federal Reserve
Bank on April 17, 1961, in cash or other immediately available funds or in a like
face amount of Treasury bills maturing April 15, 1961. Cash and exchange
tenders will receive equal treatment. Cash adjustments will be made for differ-
ences between the par value of maturing bills accepted in exchange and the issue
price of the new bills.

The income derived from Treasury bills, whether interest or gain from the sale
or other disposition of the bills, does not have any exemption, as such, and loss
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from the sale or other disposition of Treasury bills does not have any special
treatment, as such, under the Internal Revenue Code of 1954. The bills are
subject to estate, mherltance, gift, or other excise taxes, whether Federal or
State, but are exempt from all taxation now or hereafter imposed on the principal
or interest thereof by any State, or any of the possessions of the United States,
or by any local taxing authority. For purposes of taxation the amount of dis-
count at which Treasury bills are originally sold by the United States is considered
to be interest. Under sections 454(b) and 1221(5) of the Internal Revenue Code
of 1954 the amount of discount at which bills issued hereunder are sold is not
considered to accrue until such bills are sold, redeemed, or otherwise disposed of,
and such bills are excluded from consideration as capital assets. Accordingly,
the owner of Treasury bills (other than life insurance companies) issued hereunder
need include in his income tax return only the difference between the price paid
for such bills, whether on original issue or on subsequent purchase, and the amount
actually received either upon sale or redemption at maturity during the taxable
year for which the return is made, as ordinary gain or loss.

Treasury Department Circular No. 418, Revised, and this notice, prescribe the
terms of the Treasury bills and govern the conditions of their issue. Copies of
the circular may be obtained from any Federal Reserve Bank or branch.

PRESS RELEASE OF APRIL 13, 1961

The Treasury Department announced last evening that the tenders for $2,000,-
000,000, or thereabouts, of 365-day Treasury bills to be dated April 15, 1961,
and to mature April 15, 1962, which were offered on April 6, were opened at the
Federal Reserve Banks on April 12.

The details of this issue are as follows:

Total applied for. . _ ... $4, 116, 451, 000
Total accepted (includes $178, 894,000 entered on a non-

competitive basis and accepted in full at the average

price shown below) . - . ______________. 2, 000, 367, 000
Range of accepted competitive bids (excepting one tender

of $1,500,000):

1gh ;uwalent rate of discount approximately

2.790% per annum - _ . . _____. 97. 171
Low, equivalent rate of discount approximately 2.844%,
Per annUIM _ . _ . e ___ 97. 117
Average, equivalent rate of discount approximately
2.827% per annum®____________________._______. 97. 134
(81 percent of the amount bid for at the low price was accepted)
Federal Reserve district Totalfapplied Total accepted
or
Boston. . $86, 818, 000 $31, 818, 000
New York..... 2,682, 215,000 | 1,344, 345,000
Philadelphia___ _- 57, 591, 000 20, 191,000
Cleveland . .. ... 295, 551, 000 72, 491, 000
Richmond 37,904, 000 17, 804, 000
Atlanta 74,745, 000 35, 495, 000
Chicago. 522, 032, 000 230, 793, 000
St. Louis... - 24, 797, 000 13, 247,000
Minneapolis - 27 570, 000 7, 370, 000
Kansas City. - 284, 000 27, 169, 000
Dallas - 39 021, 000 22,921, 000
San Francisco._. 285 923 000 176, 723 000
Total .. . 4,116, 451,000 | 2,000, 367, 000

1 On a coupon issue of the same length and for the same amount invested, the return on these bills would
provide a yield of 2.93%,. Interest rates on bills are quoted in terms of bank discount with the return
related to the face amount of the bills payable at maturity rather than the amount invested and their length
in actual number of days related to a 360-day year. In contrast, yields on certificates, notes, and bonds are
computed in terms of interest on the amount invested, and relate the number of days remaining in an
interest payment period to the actual number of days in the period, with semianoual compounding if more
than one coupon period is involved.



Summary of information pertaining to Treasury bills issued during the fiscal year 1961

[Dollar amounts in thousands)

Maturity value Prices and rates
Tenders accepted Total bids accepted Competitive bids accepted Amount
Days maturing
Date Date of to on issue
of issue maturity matu- Total High Low date
rity applied On On non- Average | Equiva- of new
for Total competi- | competi- For In ex- price {lent aver- K offering
accepted tive tive cash change | per hun- | age rate Price Equiva- Price Equiva-
basis basis dred |[(percent) per lent rate per lent rate
hundred [(percent)| hundred |(percent)
Regular Weekly
1960
July 7] Oct. 6,1960 91 {$1,687, 161 |$1,000,429 | $835,583 | $164,846 || $882,063 | $118,366 99. 417 2.307 | 199.424 2.279 99. 407 2.346 |81, 500, 345
71 Jan. 5,1961 182 878,310 00, 050 466, 451 33, 599 447, 682 , 98. 582 2.805 | 198.604 2.761 98. 565 2,838
14 | Oct. 13,1960 9|1, 699 656 | 1,001, 296 784,667 | 216,629 986, 093 15, 203 69. 351 2.567 | 199.373 2.480 99.337 2.623 | 1,500, 156
14 | Jan. 12,1961 182 7, 215 00, 189 450, 300 49, 889 448,086 52,103 98.395 3.175 | 198.418 3.129 98. 386 3.193
21 | Oct. 20,1960 91 { 1,733,976 | 1,000, 175 770,118 | 230, 057 948,711 51,464 99. 417 2.307 99. 423 2.283 99, 410 2.334 | 1,400, 458
21 | Jan. 19,1961 182 69, 442 0, 053 347, 564 52,489 368, 203 31,850 98. 673 2.625 98. 684 2. 603 98. 670 2.631
28 | Oct. 27,1960 91 { 1,791,018 | 1,000,171 809,359 | 190,812 878,361 | 121,810 99. 392 2.404 | 199.399 2.378 99. 388 2.421 | 1,401,176
28 | Jan. 26,1961 182 88, 395 00, 200 360, 907 39,293 364, 457 35,743 98. 635 2.701 | 198,644 2. 682 93,630 2.710
Aug. 4| Nov. 3,1960 91 | 1,808,924 | 1,000, 135 813,024 | 187,111 877,371 | 122,764 99. 461 2,132 99. 472 2. 089 99. 455 2.156 | 1,400, 536
4 | Feb. 2,1961 182 890, 064 400, 019 359, 789 40, 230 358, 799 41, 220 98. 782 2. 409 98.792 2.389 98. 778 2.417
11 | Nov. 10, 1960 91 | 1,826,613 | 1,100, 283 911,744 | 188,539 964,731 | 135, 552 99. 440 2.215 | 199,451 2.172 99. 434 2.239 | 1,591,048
11 | Feb. 9,1961 182 56, 986 0, 026 462, 749 37,277 448, 414 51,612 98. 757 2. 458 98. 774 2.425 98. 742 2.488
18 | Nov. 17, 1960 91 | 1,851,090 | 1,100,085 869, 366 | 230,719 990,011 | 110,074 99. 424 2.278 99. 445 2.196 99. 417 2.306 | 1,600, 257
18 | Feb. 16,1961 182 919, 735 500, 335 452, 909 47,426 447, 572 52,763 98. 675 2.621 | 198700 2,571 98. 663 2.645 '
25 | Nov, 25,1960 92 | 1,826,183 | 1,100,019 905,369 | 194,650 {{ 1,048,675 51,344 99. 356 2.518 | 199.370 2. 465 99. 351 2,540 | 1,600, 116
25 | Feb. 23,1961 182§ 1,321,909 500, 864 459, 516 41, 348 495,108 5,756 98. 582 2.806 | 198.590 2.789 98. 580 2. 809
Sept. 1 | Dec. 1,1960 91 | 1,805,946 | 1,000, 438 803,630 | 196,808 916, 642 83,796 99. 356 2. 549 99. 368 2. 500 99. 352 2.564 | 1, 500, 658
1| Mar. 2,1961 182 | 1,066, 059 505, 724 462, 848 42, 876 454,015 51,709 98. 572 2.825 98. 588 2.793 98. 569 2.831
8 | Dec. 8,1960 91 | 2,002,864 | 1,108,713 928,855 | 179,858 |i 1,099, 368 9, 345 99. 363 2. 520 99.371 2.488 99. 358 2. 540 | 1,600, 265
8 | Mar. 9,1961 182 | 1,403, 521 00, 592 460, 831 39, 761 99, 190 1, 402 98, 584 2.801 98. 590 2.789 98. 581 2. 807
15 | Dec. 15,1960 91 { 1,911,068 | 1,099, 752 852,123 | 247,629 || 1,085,198 14, 554 99. 329 2.654 | 199.338 2.619 99. 323 2,678 | 1,600, 246
15 | Mar. 16, 1961 182 | 1,080, 566 500,-129 446, 987 53,142 497, 593 , 98. 526 2.916 98. 550 2. 868 98. 520 2.927
22 | Dec. 22,1960 91 | 2,040,226 | 1,101, 523 837,243 | 264,280 | 1,085,793 15,730 99. 385 2.433 99. 394 2.397 99. 380 2.453 | 1,600, 774
22 | Mar. 23,1961 182 | 1,018, 205 500, 264 438, 042 62, 222 496, 520 3,744 98. 613 2.743 98. 624 2.722 98. 604 2.761
29 { Dec. 29,1960 91 | 1,968,120 | 1,001, 463 809, 223 | 192,240 894,763 | 106, 700 99. 422 2. 286 99. 433 2.243 99. 419 2.298 | 1,500,292
1961
29 | Mar. 30 182 848, 670 499, 960 457, 608 42, 352 448, 306 51, 654 98. 620 2.729 98. 640 2.690 98.610 2.749
Oct. 6] Jan. 5 91 | 1,768,895 | 1,000, 145 815,636 | 184,509 864,270 | 135,875 99.375 2.473 99. 388 2.421 99. 367 2.504 | 1, 500, 509
6| Apr. 6 - 182 992,197 500, 137 461, 157 38,980 446, 932 53, 205 98. 521 2.925 | 198,538 2.892 98. 510 2.947
13 | Jan. 12 91 | 1,774,594 | 1,000, 304 765,276 | 235,028 904, 674 95, 630 99.318 2.698 | 199,337 2.623 99. 308 2.738 | 1, 501, 320
13 | Apr. 13 182 | 1,095, 387 0, 480 443, 296 57,184 498, 300 2,180 98. 443 3.079 | 198.460 3.046 98. 439 3.088
20 | Jan. 19 91 | 1,811,350 | 1,001,199 752,365 | 248,834 988, 778 12,421 99. 392 2. 406 99. 401 2.370 99. 385 2.433 | 1, 400, 323
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Feb., 2 | May 4

Apr. 6| July 6

Footnotes at end of table,

182

1, 030, 977

$1,756, 976
926, 797
1,909, 573

86
1, 888, 783

1,027,853

1, 000, 899
, 633

31, 000, 876
500, 236
1,000, 441
500,112
1,100, 543

400, 115

338,070
795,612
348, 849

467 457

$823, 754
469, 204
741, 533
447,929
830, 910
343,701
893, 258
456, 746
892,733
458, 550
899, 663

398,716
864, 218
356, 939
856, 659
345, 444

$836, 700
447, 650
898, 553
447,924

367, 882

199, 449
198,786
199, 408
198,710
199 413
198,730

1, 400, 396
1, 400, 149
1, 505, 272
1, 600, 125
1, 600, 142
1, 500, 737
1, 608, 780
1, 599, 788
1, 601, 680
1, 501, 766

$1, 500, 195
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Summary of information pertaining to Treasury bills issued during the fiscal year 1961—Continued

[Dollar amounts in thousands]

Maturity value Prices and rates
Tenders accepted Total bids accepted Competitive bids accepted Amount
Days maturing
Date Date of to on issue
of issue maturity matu- Total High Low date
rity applied On On non- Average | Equiva- of new
for Total competi- | competi- For In ex- price [lent aver- offering
accepted tive tive cash change | per hun- | age rate Price Equiva- Price Equiva-
basis basis dred {(percent) per lent rate per lent rate
hundred |(percent)| hundred |(percent)
Regular Weekly
1961
May 4| Auvg. 3 91 | 2,086,986 | 1,100,652 920,615 | 180, 037 946, 820 153, 832 99.419 2.299 99. 428 2.263 99. 416 2.310 | 1,501,013
4 | Nov. 2 182 949, 636 500, 252 463, 266 3 444. 792 55, 460 98.778 2.417 083. 800 2.374 98.770 2.433 | oo
11.] Aug. 10 91 | 1,876,879 | 1,100, 589 903,233 | 197,356 919, 831 180, 758 99. 436 2.232 99. 444 2. 200 99. 432 2.247 | 1, 500,379
11 | Nov. 9 182 | 1,115,254 , 3 463,143 37,229 448, 466 , 906 98.775 2.423 | 198,786 2.401 98.773 2,427 fccmmeaacaa
18 | Aug. 17 91 | 2,012,064 | 1,100,018 871,973 | 228,045 929, 536 170, 482 99. 428 2.264 99. 440 2,215 99. 425 2.275 | 1,601,214
18 | Nov. 16 182 | 1,201,416 00, 728 448,702 52,026 448, 702 52,026 98. 769 2.435 | 198.775 2.423 98. 766 2.441 oo
25 | Aug. 24 91 | 2,047,664 | 1,100,352 890,329 | 210,023 || 1,034,247 66, 105 99. 405 2.354 | 199,411 2.330 99. 401 2.370 | 1,602, 596
25 { Nov, 24 183 966. 031 500, 151 450,293 , 858 67, 641 32, 510 98. 744 2.470 | 198.756 2. 447 98.735 2.489 |ooooen..
June 1| Aug. 3t 91 | 2,288,064 | 1,000,929 838,127 | 162,802 922, 238 78, 691 99. 384 2.437 | 199.386 2,429 99. 383 2.441 | 1,501,190
. 1| Nov. 30 182 949, 918 500, 268 461,313 38,955 458, 592 41,676 98, 689 2.593 | 198,703 2. 565 98, 685 2,601 |oooooo...
8 | Sept. 7 91 | 2,137,631 | 1,100,635 900,422 | 200,213 982, 259 118,376 99. 364 2.516 | 199.369 2. 496 99. 361 2.528 | 1,592,655
8 IA)ec. 7 182 98, 304 500, 354 456, 338 44,01 448,290 52,064 98, 621 2.727 | 198.636 2.698 98. 616 2.738 |ceccacean
ug. 3 50
Aug. 10 57
Aug. 17 64
Aug. 24 71
Aug. 31 78
Sept. 7 85
Sept. 14 92
Sept. 21 99 .
142 %ec%t 22 }(l)g 4,672,620 { 1,801,872 | 1,613,178 | 188,694 || 1,801,872 {|._._.____. 99,297 2.308 99. 305 2.283 99,292 I 720 R,
Qct. 13 121
Oct. 19 127
Oct. 26 134
Nov. 2 141
Nov. 9 148
Nov. 16 155
Nov. 24 163
Nov. 30 169
15 | Sept. 14 91 | 1,958,566 | 1,100, 604 894,536 | 206,068 Il 1,050,019 50, 585 99. 420 2.295 99.428 2.263 99. 415 2.314 | 1,601, 254
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15 | Dec. 14 182 ] 1,143,767 500, 368 449,711 50, 657 497, 962 2,406 98. 740 2. 492 98. 756 2. 461 98.736 2.500 |-cooeoon..
23 | Sept. 21 90 | 2,055,682 | 1,101,056 867,952 | 233,104 || 1,001,619 99, 437 99. 419 2.325 99. 425 2.300 99. 415 2.340 | 1,595,080
23 | Dec. 21 181 | 1,027,132 500, 767 439, 086 61, 681 448, 272 52,495 98,733 2. 519 98. 744 2. 498 98. 730 2.526 |ocoe-
29 | Sept. 28 91 | 1,807,273 | 1,100,048 922,420 | 177,628 || 1,024,665 75, 383 99. 439 2.219 99. 447 2.188 99.427 2.267 | 1,600, 554
29 | Dec. 28 182 972, 660 500, 230 459, 812 40,418 468, 009 32,221 98. 787 2.399 98. 796 2.382 98.774 2.425 |-
Tax Anticipation
1960 1961
July 13 | Mar. 22 252 | 4,403,843 | 3,511,749 ( 3,060,110 [ 451,639 || 3,511,749 (.___.__._. 98.024 2.823 | 198.138 2. 660 97.972 2.897 ...
Oct. 21 | June 22 244 | 5,442,706 | 3,503,766 | 2,889,040 [ 614,726 || 3,503,766 .. ... 98.110 2.788 | 198.205 2.648 98. 082 2.830 |o.cooooooo
1961 |
Apr. 3 | Sept. 22 172 | 3,896,385 | 1,502,900 | 1,282,215 | 220,685 || 1,502,900 |-....__... 98. 818 2.473 | 198.863 2.380 98. 810 2.491 |_o_..._.
Other
1960 1961
July 15 { July 15 365 | 3,035,638 | 1,500,509 | 1,321,019 | 179,490 (| 1,379,977 | 120, 532 96. 690 3.265 | 196.740 3.215 96. 665 3.289 | 2,000,876
Oct. 17 Oct. 16 364 | 3,301,897 | 1,502,165 | 1,311,675 190, 490 48 443 15,722 96. 834 3.131 96. 891 3.075 96. 815 3.150 | 2,006, 582
1961 1962
Jan. 15 | Jan. 15 365 | 8,078,008 | 1,501,672 | 1,353,414 | 148,258 || 1,409, 557 92,115 97. 284 2.679 | 197.318 2.645 97. 262 2.700 | 1, 503, 740
Apr. 15 Apr. 15 365 | 4,116, 546 | 2,000, 462 | 1,821, 573 178, 889 || 1, 814,471 185, 991 97.134 2.827 | 197.171 2.790 07.117 2.844 1 2,000, 780
1 Relatively small amounts of bids were accepted at a price somewhat above the high were accepted in full at the average price for accepted competitive bids. For the tax

shown. However, the higher price is not shown in order to prevent an appreciable
discontinuity in the range (covered by the high to low prices shown) which would make
it misrepresentative.

2 An additional $100 million each of 18 series of weekly bills issued in a “strip’ for
cash (see press releases dated June 2 and June 9, 1961, in this exhibit).

. Nore.—The usual timing with respect to issues of Treasury bills is: Press release
inviting tenders, 8 days before date of issue; closing date on which tenders are accepted,
3 days before date of issue; and press release announcing acceptence of tenders, 2 days
before date of issue. Figures are final and may differ from thosc shown in press release
announcing preliminary results of an offering.

Tll;e 13-week bills represent additional issues of bills with an original maturity of 26
weeks.

Noncompetitive tenders (without stated price) from any one bidder for $200,000 or
less in the case of the 13-week bills, and for $100,000 or less in the case of the 26-week bills,

anticipation series dated July 13 and Oct. 21, 1960, the amount was $500,000 and for the
issue dated Apr. 3, 1961, the amount was $300,000. For the other biils the limitation
was $400,000. In the case of the strip of bills, noncompetitive tenders for $180,000 or less
(in even multiples of $18,000) were accepted in full at the average price of accepted
competitive bids.

All equivalent rates of discount shown are on a bank-discount basis.

Qualified depositaries were permitted to make payment by credit in Treasury tax
and loan accounts for the strip of bills issued June 14, 1961, and for Treasury bills of the
tax anticipation series dated July 13 and Oct. 21, 1960, aliotted to them for themselves
and their customers up to any amount for which they were qualified in excess of ex-
isting deposits when so notified by the Federal Reserve Bank of their districts. Inthe
case of the tax bills dated Apr. 3, 1961, credxt for not more than 50 percent of the amount
of bills allotted was allowed.
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Guaranteed Obligations Called

ExHiBiT 5.—Calls for partial redemption, before maturity, of insurance fund
debentures

During the fiscal year 1961, there were fifteen calls for partial redemption,
before maturity, of insurance fund debentures, seven dated September 23, 1960,
and the others dated March 16, 1961. The notices of call were published in the
Federal Register of September 30, 1960, and March 30, 1961. The notice cover-
ing the ninth call of the 2%, 2%, 2%, 2%, 3, 3%, 3%, 3%, 3%, 3%, and 4} percent
Series AA mutual mortgage insurance fund debentures is shown in this exhibit.
Since the other notices of call are similar to this exhibit, they have been omitted
but the essential details are summarized in the table following the notice of call.

NOTICE OF CALL. FEDERAL REGISTER OF SEPTEMBER 30, 1960

To Holders of 2%; 2%; 2%; 2%; 3; 3%; 3%; 3%; 3%; 8%; and 4% Percent Mutual
Mortgage Insurance Fund Debentures, Sertes AA:

NOTICE OF CALL FOR PARTIAL REDEMPTION, BEFORE MATURITY, OF 2%; 256; 234; 276; 3;
314; 334; 336; 314; 834; AND 4} PERCENT MUTUAL MORTGAGE INSURANCE FUND DEBEN-
TURES, SERIES AA

Pursuant to the authority conferred by the National Housing Act (48 Stat.
1246; U.8.C., Title 12, Sec. 1701 et seq.) as amended, public notice is hereby
given that 2}4, 2%, 23, 2%, 3, 3%, 3%, 3%, 314, 3%, and 44 percent mutual mortgage
insurance fund debentures, Series AA, of the denominations and serial numbers
designated below, are hereby called for redemption, at par and accrued interest,
on January 1, 1961, on which date interest on such debentures shall cease:

2%, 8%, 2%, 234, 3, 8%, 3%, 3%, 3%, 3%, and 4% percent mutual morigage insurance
und debentures, Series AA
Serial numbers (all

Denomination numbers inclusive)
850 . o e 3,884 to 6,110
100 Il 11,369 to 18,042
500 - - - Ll 3,034 to 4,341
1,000 LTIl 7,845 to 11,989
5,000 o o lllll. 3,063 to 4,114
10,000 - ITIIILIIIIIIIIIIl] 2,274 to 2,856

The debentures first issued as determined by the issue dates thereof were
selected for redemption by the Commissioner, Federal Housing Administration,
with the approval of the Secretary of the Treasury.

No transfers or denominational exchanges in debentures covered by the fore-
going call will be made on the books maintained by the Treasury Department on
or after October 1, 1960. This does not affect the right of the holder of a deben-
ture to sell and assign the debenture on or after October 1, 1960, and provision
will be made for the payment of final interest due on January 1, 1961, with the
principal thereof to the actual owner, as shown by the assignments thereon.

The Commissioner of the Federal Housing Administration hereby offers to.
purchase any debentures included in this call at any time from October 1, 1960,
to December 31, 1960, inclusive, at par and accrued interest, to date of purchase.

Instructions for the presentation and surrender of debentures for redemption
on or after January 1, 1961, or for purchase prior to that date will be given by
the Secretary of the Treasury.

APPROVED: September 26, 1960
A, GiLmore FLuEs, JurLiaN H. ZIMMERMAN,
Acting Secretary of the Treasury. Commissioner.

Debentures redeemed on or after January 1, 1961, will have interest paid with
principal for each $1,000 for each percent as follows: $12.50 for the 2%4%,; $13.125
for the 2%9%,; $13.75 for the 2% %,; $14.375 for the 2%%; $15.00 for the 3%;
$15.625 for the 3% %; $16.25 for the 314 %; $16.875 for the 3%%; $17.50 for the
3% %; $18.75 for the 3% %:; and $20.625 for the 4%4%.

Debentures purchased between October 1 and December 31, 1960, will have
interest paid with principal from July 1, 1960, to date of purchase, at the following
rates per day for each $1,000 for each percent: $0.067935 for the 2%4%; $0.071332
for the 2%%,; $0.074728 for the 231 %; $0.078125 for the 2%%; $0.081522 for the
3%; $0.084918 for the 3%%; $0.088315 for the 3% %; $0.091712 for the 3%%:;
$0.095109 for the 314 %; $0.101902 for the 3% %: and $0.112092 for the 4%%.



Summary of information coniained in the notices of call for partial redemption of insurance fund debentures during the fiscal year 1961

2%, 2%, 2%, 274, 3, 316,
314,3%6,31%,3%,and 418
percent mutual mortgage
insurance fund deben-
tu.]rles, Series A A, ninth
ca.

236, 2%, 2%, 274, 3, 3l%,

314, 338, 334, 334, and 414
percent mutual mortgage
insurance fund deben-
tures, Series AA, tenth

call

214, 294, 234, 3, and 334 per-
cent housing insurance
fund debentu.res, Series
BB, fifth call

2%, 234, 274, 3, 34, 33
and 3}¢ percent housing
insurance fund deben-
tuﬁes, Series BB, sixth
ca

3% percent section 220,
housing insurance fund
debentures, Series COQ,
first call

Notice ofcall .o moveeeas

Redemption date_ ___________....

Serial numbers called by denom-
inations:

-| 3034—4341...
-] 3063-4114

Sept. 23, 1960 ___._.______.
Jan. 1, 1961 __..___._____

38846110 uemomceaaeas
11369-18042.

7845-11989. ...

Final date {or transfers or denom-
inational exchanges (but not
for sale or assigniment).

Redemption on call date, amount
of interest per $1,000 paid in
full with principal.

Presentatwu fm purchase prior
to_call dat

Amount of accrued interest
per $1,000 per day paid
with principal.

2274-2856. . oo
Sept. 30, 1960 ool

$12.50 for 2%4%, $13.125 for
13.75 for 234%,
$14 375 for 274%, $15.00
for 3%, $15.625 for 316%,,
$16.25 for 314%, $16.875
for 334%, $17.50 lor 3%4%,
$18.75 for 334%, $20.625
for 414%

Oct. 1-Dec. 31, 1960

$0. 067935 for 2%% $0.071332
for 25%6%, $0.074728 for
234%, $0.078125 for 274%,,
$0.081522 for 3%, $0.084918
for 316%, $0.088315 for
3%4%, $0. 091712 for 33¢%,
$0.095108  for 5%,
$0.101902 for  334%,
$0.112092 for 416%, from
July 1, 1960, to date of
purchase,

Mar. 16,1961 ___________..
July 1, 1961 oL

$12.50 for 216%, $13.125 for
254%, $13.75 for 2%%,
$14.375 for 274%, $15.00
for 39, $15.625 for 3%4%,
$16.25 for 314%, $16.875
for 336%, $17.50 for 3%4%,,
$18.75 for 334%, $20.625
for 434%,.

Apr. 1-June 30, 1961.......

$0.089061 for 215%, $0.072514
for 254%, $0.075967 for
234%, $0.079420 for 274%,
$0.082873 for 3%, $0.036326
for 3%%, $0.089779
for 3%%, $0.093232 for
33%%, $0.096685 for
314%, $0.103591 for 334%,,
$0.113950 for 43£%, from
Jan. 1, 1961, to date of
purchase.

Sept. 23, 1960 e oooeeee

Mar. 16, 1961 . ___..__.

Jan. 1, 1961 ... July 31,1961 ______..___
105-116 117-139

-| 453-598_ 599-875
166-208. 209-346. .
432-550. 551-847_ e .
169-252._ 203-308. « el
1586-1883 1884-2248. ol
Sept. 30, 1960. Mar. 31, 1961 TC

$12.50 for 214%, $13.125 for
256%, $13.75 for 234%,
$15.00 for 3%, $16.875 for
3%%.

Oct. 1-Deec. 31, 1960. . -

$0.067935 forz}é%, 30. 071332
for 2%%, $0.074728 for
234%, $0.081522 for 3%,
$0.091712 for 336, from
July 1, 1960, to date of
purchase.

$12.50 for 2%4%, $13.75 for
234%, $14.375 for 274%,
$15.00 for 3%, $16.25 for
3%%, $16.875 for 334%,
$17.50 for 3%4%.

Apr, 1-June 30, 1961 __._

$0.069061 for 216%, $0.075967
for 2%%, $0.079420 for
274%, $0.082873 for 3%,
$0.089779 for 3%,
$0.093232 for  33%%,
$0.096685 for 334%,, from
Jan. 1, 1961, to date of
purchase.

Mar. 16, 1961.
July 1, 1961.

Mar. 31, 1961.

$18.75.

Apr. 1-June 30, 1961.
$0.103591 from Jan. 1, 1961,
to date of purchase,

SLIGTHXH
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Summary of information contained in the notices of call for partial redempiion of insurance fund debentures during the fiscal year 1961—Con.

278, 3, 3%, 354, 23, 314,
3%, and 41§ percent
servicemen’'s mortgage
insurance fund deben-

236, 278, 3, 314, 34, 3%,
314, 334, and 414 percent
servicemen’s mortgage
insurance fund deben-

2% percent war housing
insurance fund deben-
tures, Series H, twenty-
third call

2% percent war housing
insurance fund deben-
tures, Series H, twenty-
fourth call

214 percent Title I housing
insurance fund deben-
tu]r]es, Series L, twellith
ca

tures, Series EE, sixth tures, Series EE, seventh
call call

Noticeofcall_______._._.____._._. Sept. 23, 1960_..._..____.__ Mar. 16, 1961______________ Mar. 16, 1961 _______.. Sept. 23, 1960.

Redemption date_______.________ Jan. 1, 1961 . _.____.____ July 1,196 ______...___ Jan. 1,1961 . ________.___ July 1,1961_ ... ________ Jan. 1, 1961
Serial numbers called by de-
nominations:
: 4662-4700. ... ooo.ooooioo_

16319-16791___ 296-321.
4705-4801_____ .| 127-136.
19690-20555..._ . .| 505-521.
4460-4593_____ 68-70.

,000
Final date for transfers or denomi- Sept. 30, 1960.
national exchanges (but not for
sale or assignment).
Redemption on call date, amount
of interest per $1,000 paid in full

$14.375 for 274%, $15.00 for $12.50.

3%, $15.625 for 314%,

$13.125 for 234%, $14.375
for 274%, $15.00 for 3%,

with principal.

Presentation for purchase prior

$16.25 for 314%, $16.875
for 336%, $17.50 for 314%,,
$18.75 for 334%, $20.625
for 414%,.

$15.625 for 316%, $16.25

for 3%4%, $16.875 for
3349, $17.50 for 31489,
$18.75 for 334%, $20.625
for 446%

to call date:
Period. Oct. 1-Dec. 31, 1960. ..._..| Apr. 1-June 30, 1961__.____ Oct. 1-Dee. 31,1960_._..__._| Apr. 1-June 30, 1961_______ Oct. 1-Dec. 31, 1960.
Amount of accrued interest | $0.078125 for 27 oy | $0.072514 for 23%%, | $0.067935 from July 1, 1960, | $0.069061 from Jamn. 1, 1961, | $0.067935 from July 1, 1960,
per $1,000 per day paid $0.081522 for $0.079420 for 274%, to date of purchase. to date of purchase. to date of purchase
with principal. $0.084918  for }é%, $0.082873 for 3%,
$0.088315  for Yi%, $0.086326 for  314%,
$0.001712  for  338%, $0.080779  for  3U%,
$0.095109 for 3%%, $0.093232 for  338%,
$0.101902 for 3349, $0.096685 for 3159,
h $0.112092 for  414%, $0.103591 for 334%,
from July 1,1960, to date $0.113950 414%,

of purcha,se

for
from Jan. 1, 1961, to date
of purchase

2L
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214 percent Title I'housing
insurance fund deben-

2%4 percent Title I housing
insurance fund deben-

234 percent Title I housing

3 percent Title I housing

3 percent Title I housing

insurance fund deben- insurance fund deben- insurance fund deben-
tures, Series L, thir- tures, Series R, tenth tures, Series R, eleventh tures, Series T, ninth tures, Series T, tenth call
teenth call call call call
Notice of call Mar. 16, 1961___ _| Sept. 23, 1960 Mar. 16, 1961 . _._._..__ Sept. 23, 1960. -| Mar. 16, 1961.
Redemption date__ July 1, 1961___ -1 Jan.1,196) ... July 1, 1961 ________________ Jan. I, 1961_. | July 1, 1961.
Serial numbers calle
nations:
$50..._ - 167-172. 294-416. 315-432.
655-881, 885-887, 1165-1271,
172209 _ 210-220 ccee et 402432 e cccaaeaan 433-461.
161-280... ... --| 281-289 525~573.. 574-636.
193-221, 223 ~-| 224-239 - .1 295-321 322-349.
Sept. 30, 1960 ccerecacan Mar. 31,1961 o oooeaa-. Sept. 30, 1960 Mar. 31, 1961,
nominational exchanges (but .
not for sale or assignment).
Redemption on call date, amount | $12.50. - ... .. ._______ $13.75 . e emeeeeae $13.75 -| $15.00
of interest per $1,000 paid in full

with principal.

Presentation for purchase prior

to call date:

Amount of accrued interest
per $1,000 per day paid

with principal.

---| Apr. 1~June 30, 1961
$0.069061 from Jan. 1, 1961,

to date of purchase.

$0.074728 {from July 1, 1960,
to date of purchase.

Oct. 1-Dec. 31, 1960_ . .____

Apr. 1-June 30, 1961
$0.075967 from Jan. 1, 1961,
to date of purchase.

Oct. 1-Dec. 31, 1960. .. __._
$0.081522 from July 1, 1960,
to date of purchase.

$15.00.

Apr. 1-June 30, 1961.
$0.082873 from Jan. 1, 1961,
to date of purchase.
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274 1961 REPORT OF THE SECRETARY OF THE TREASURY

U.S. Savings Bonds Regulations

ExHIBIT 6.—First amendment, March 21, 1961, to Department Circular No. 653,
Fifth Revision, regulations governing Series E savings bonds

TrREASURY DEPARTMENT,
Washington, March 21, 1961.

Section 316.13(d) of Department Circular No. 653, Fifth Revision, dated
fSelllatember 23, 1959 (31 CFR, 1960 Supp., 316), is hereby revised to read as
ollows:

SEc. 316.13. Further investment yield (mterest) on Series E bonds AFTER
MATURITY—optional extension privileges.—

(d) Additional optional extension privilege on bonds with issue dates of May I,
1941, through May 1, 1949.—Owners of bonds with issue dates of May 1, 1941
through May 1, 1949 (i.e., those which reach the end of their first extension
period beginning May 1, 1961, through May 1, 1969), are hereby granted the
option of retaining their bonds for a second 10-year optional extension period at
the investment yield of approximately 3.75 percent per annum compounded
semiannually for the second extension period. The redemption value of any
bond at the end of the extended maturity period will be the base upon which
interest will accrue during the second extension period. See tables I through
XVIII at the end of this amendment for the schedules of redemption values and
investment yields of the bonds.

Doveras DiLLow,
Secretary of the Treasury



EXHIBITS

TARLE I.—UNITED STATES SAVINGS BONDS—SERIES E

275

TARLE OF REDEMPTION VALUES AND INVESTMENT YIELDS DURING EXTENDED MATURITY PERIODS! FOR

RONDS REARING ISSUE DATE OF MAY 1, 1941

Table showing: (1) How bonds of Series K bearing issue date of May 1, 1941, by denominations, increase in
redemption value during successive half-year periods following date of original maturity: (2) the approrimate
investment yield on the purchase price from issue date lo the beginning of each half-year period: and (3) the
approrimale invest ment yield on the current redemption value from the beginning of each half-year period (a) to

Sirst extended maturity or (b) to second extended maturity.

annum, compounded semiannually.

Yields are expressed in terms of rate percent per

Original maturity value__|  $25.00 $50. 00 I $100. 00 l $500.00 | $1,000.00 | Approximate invest-
Issue price. o oeoocoooooooo 18.75 37.50 75. 00 375. 00 750. 00 ment yield 2
(3) On
(1) Redemption values during each half-year period (2) On | current re-
(Values increase on first day of period shown) purchase | demption
price from | value from
Period after original ma- issue date | beginning
turity (beginning 10 to of each
years after issue date) berinning | half-year
of each period (a)
First extended maturity period half-year to first
period extended
maturity
Percent Percent
First V4 year. oo $25.00 $50.00 | $100.00 | $500.00 | $1,000.00 2.90 32.90
Ystol year ... - 25.31 50. 62 101. 25 506. 25 1,012. 50 2.88 32.92
1toilsyears..o.__.. - 25.62 51. 25 102. 50 512. 50 1, 025. 00 2.86 32.94
114 to 2 years......_-. - 25.94 51.87 103.75 518.75 1,037. 50 2.84 32.97
2 to 214 years... - 26.25 52. 50 105. 00 525.00 1, 050. 00 2.82 33.01
214 to 3 years_.. 26. 56 53.12 106. 25 531.25 1, 662. 50 2.81 33.05
3 to 314 years... - 26.87 53.75 107. 50 537. 50 1,075.00 2.79 33.10
315 to 4 years. 27.19 54.37 108.75 543.75 1,087. 50 2.77 33.16
4 10414 years. 27.50 55.00 110.00 550. 00 1, 100. 00 2.75 33.23
414 to 5 years. 27.81 55.62 111. 25 556. 25 1,112. 50 2.74 33.32
5 to 514 years... 28.12 56. 25 112. 50 562. 50 1,125.00 2.72 33.43
5V4t06 years......... 28.44 56.87 113.75 568.75 1,137. 50 2.71 33.56
6 to 6% years......._. 28.75 57.50 115.00 575.00 1,150. 00 2.69 33.73
615 to 7 years..._.___. 29. 06 58.12 116.25 581.25 1,162. 50 2.67 33.96
7107%4 years.._.._._. 29.37 58.75 117. 50 587. 50 1,175. 00 2.66 34,26
744 to 8 years.cca.-.- 30. 00 60. 00 120. 00 600. 00 1, 200. 00 2.70 34.26
8 10 814 years..ceaoe.- 30.67 61. 33 122.67 613. 33 1,226. 67 2.75 34,21
815609 yearSueaeaacaaanx- 31.33 62. 67 125. 33 626. 67 1,253.33 2.79 14.77
Redemption values and investment yields to first extended maturity on basis of June 1, 1959, revision
9to9L4 years.cocooeoo $32.03 $64.06 | $128.12 | $640.60 | $1,281.20 2.84 4.93
9%4 to 10 years.. 32.80 65. 60 131.20 656. 00 1,312.00 2.89 5.06
First extended maturity
value (10 years from
originalmaturity date)$. 33.63 67. 26 134. 52 672. 60 1, 345.20 294 | _.__..
Period after first extended . (b) to
maturity (beginning 20 Second extended maturity period second
years after issue date) extended
maturity
First 34 year_________.__ $33.63 $67.26 | $134.52 | $672.60 | $1,345.20 2.94 3.75
145 t0 1 year. 34. 26 68. 5 137.04 685.20 1, 370.40 2.96 3.75
1to 114 years. 34.90 69. 80 139. 60 698. 00 1, 396. 00 2.98 3.75
134t02 years...c_. ... 35. 56 71.12 142.24 711.20 1,422.40 3.00 3.75
2 to 214 years... 36.22 72.44 144. 88 724.40 1,448.80 3.02 3.75
214 to 3 years... 36.90 73.80 147.60 738.00 1,476.00 3.03 3.75
3 to 3% years_.. 37.60 75.20 150. 40 752.00 1, 504.00 3.05 3.75
315 t04 years.... ... 38.30 76. 60 153.20 766. 00 1, 532.00 3.06 3.75
4t04)% years. .o.oaao. 39.02 78.04 156. 08 780. 40 1, 560. 80 3.08 3.75
435 t05 years...coacuoo 32.75 79. 50 159.00 795.00 1, 590. 00 3.09 3.75
510 5V4 years..o....... 40. 50 81.00 162. 00 810.00 1,620.00 3.10 3.75
5% t06 years...._._.___. 41.25 82. 50 165. 00 825.00 1, 650.00 3.12 3.78
61064 years.._...__.._.. 42.03 84.06 168.12 840.60 1, 681. 20 3.13 3.75
616t07 yearS..ccoeeoamaan 42.82 85.64 171.28 856. 40 1,712.80 3.14 3.75
7t07% years......._.._. 43.62 87.24 174.48 872.40 1,744.80 3.15 3.75
74108 years._o-.-....... 44. 44 88.88 177.76 888.80 1,777.60 3.16 3.75
8 t0 814 Vears.acam-necao-an 45.27 90. 54 181.08 905. 40 1,810.80 3.17 3.75
815109 years..ceceveoaoao 46.12 92.24 184.48 922.40 1,844.80 3.18 3.75
9t09Y4 years ceoeecono-- 46.98 93.96 187.92 939. 60 1,879.20 3.19 3.75
913 to 10 years ... 47.86 95.72 191.44 957.20 1,914.40 3.20 3.76
Second extended matu..
rity value (20 years from :
original maturity date) 6. 48.76 97. 52 195.04 975. 20 1,950.40 3.21 |__. -

! For redemption values and investment yields during original maturity period see Department Circular

No. 653, Fifth Revision, dated September 23, 1959.

2 Calculated on basis of $1,000 bond (face value).

8 Approximate investment yield from beginning of each half-year period to first extended maturity,
at first extended maturity value prior to June 1, 1959, revision.
4 Approximate investment yield from effective date of June 1, 1959, revision to first extended maturity.

520 years from issue date.

& 30 years [rom issue date,
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TABLE II.—UNITED STATES SAVINGS BONDS—SERIES E

1961 REPORT OF THE SECRETARY OF THE TREASURY

TABLE OF REDEMPTION VALUES AND INVESTMENT YIELDS DURING EXTENDED MATURITY PERIODS ! FOR BONDS
BEARING ISSUE DATES FROM JUNE 1 THROUGH NOVEMBER 1, 1941

Table showing: (1) How bonds of Series E bearing issue dates from June I through November 1, 1941, by denomina-
tions, increase in redemption value during successive half-year periods following date of original maturity; (2) the
approzimate investment yield on the purchase price from issue dale to the beginning of each half-year period; and
(3) the approzimate investment yield on the current redemption value from the beginning of each half-year period
(a) to first extended mgt@jrity or (b) te1second extended maturity. Yields are expressed in terms of rate percent

per D

Oricinal maturity value..| $25.00 $50. 00 l $100.00 | $500.00 | $1,000.00 | Approximate invest-
Issue price_ .. __.___..___ 18.75 37. 50 75. 00 375. 00 750. 00 ment yield 2
N (3) On
(1) Redemption values during each half-year period @) On current re-
(Values increase on first day of period shown) purchase | demption
price from | value from
Period after original ma- issue date | beginning
turity (beginning 10 to of each
years after issue date) beginning | half-year
of each period (a)
First extended maturity period half-year to first
period extended
maturity
Percent Percent
First 14 year -l $25.00 $50.00 { $100.00 | $500.00 | $1,000.00 2.90 32.90
34 to 1 year. - 25.31 50. 62 101. 25 506. 25 1, 012. 50 2.88 32.92
1 to 14 years. . 25.62 51.25 102. 50 512. 50 1, 025.00 2.86 32.94
134 to 2 years 25.94 51.87 103.75 518.75 1,037. 50 2.84 32.97
2 to 215 years. R 26.25 52.50 105. 00 525.00 1, 050. 00 2.82 33.01
214 to 3 years. - 26. 56 53.12 106. 25 531. 25 1, 062. 50 2.81 33.05
3 to 315 years. R 26.87 53.75 107. 50 537.50 1,075. 00 2.79 33.10
314 to 4 years R 27.19 54.37 108. 75 543.75 1,087. 50 2.77 33.16
4 to 414 years - 27.50 55.00 110. 00 550.00 1,100.00 2.75 33.23
4Y5 to 5 years - 27.81 55. 62 111.25 556. 25 1,112.50 2.74 33.32
5 t0 514 years. - 28.12 56. 25 112. 50 562. 50 1,125.00 2.72 33.43
515 to 6 years - 28. 44 56.87 113.75 568.75 1,137. 50 2.71 33.56
6 to 615 years . 28.75 57.50 115. 00 575.00 1, 150. 00 2.69 33.73
615 to 7 years R 29.06 58.12 116. 25 581.25 1,162.50 2.67 33.96
7 to 744 years. - 29.37 58.75 117.50 587.50 1,175.00 2. 66 34.26
714 to 8 years. - 30. 00 69. 00 120.00 600. 00 1, 200.00 2.70 34.26
8to8liyears .. .._____._ 30. 67 61.33 122. 67 613. 33 1,226. 67 2.78 44 .82
Redemption valves and investment yields to first extended maturity on basis of June 1, 1959, revision
8lsto9years....._____._. $31.36 $62.72 | $125.44 | $627.20 | $1,254.40 2.80 4,92
9 to 944 years_ - 32. 10 64.20 128. 40 642. 00 1, 284. 00 2.85 5.02
915 t0 10 years_....ooo.... 32.89 65.78 131. 56 657. 80 1, 315. 60 2.90 5.11
First extended maturity
value (10 years from
original maturity date)s. 33.73 67.46 134.92 674. 60 1,349.20 2.96 |
Period after first extended . (b) to
maturity (beginning 20 Second extendied maturity period second
years after issue date) extended
maturity
First Yo year. .. _._______ $33.73 $67.46 | $134.92 | $674.60 | $1,349.20 2.96 3.75
14 to 1 year... - 34.36 68.72 137.44 687.20 | 1,374.40 2.98 3.75
1 to 115 years. - 35.01 70.02 140.04 700.20 1,400.40 3.00 3.75
114 to 2 years. - 35. 66 71.32 142. 64 713.20 1, 426. 40 3.01 3.75
2 to 214 years. . 36.33 72. 66 145.32 726. 60 1, 453. 20 3.03 3.75
214 to 3 years. - 37.01 74.02 148. 04 740. 20 1,480. 40 3.05 3.75
3 to 314 years. R 37.71 75. 42 150. 84 754. 20 1, 508. 40 3.06 3.75
314 to 4 years. - 38.41 76.82 153. 64 768. 20 1, 536. 40 3.07 3.75
4 to 414 years - 39.13 78. 26 156. 52 782.60 1, 565. 20 3.09 3.75
414 to 5 years. R 39.87 79.74 159.48 797.40 1,594.80 3.10 3.75
5 to 514 years. - 40. 62 81.24 162. 48 812.40 1, 624. 80 3.12 3.75
534 to 6 years. - 41.38 82.76 165. 52 827.60 1,655. 20 3.13 3.75
6 to 614 years. - 42.15 84. 30 168. 60 843.00 1, 686.00 3.14 3.75
614 to 7 years. - 42.94 85. 88 171.76 858.80 1,717.60 3.15 3.75
7 to 714 years. R 43.75 87.50 175.00 875.00 1, 750. 00 3.16 3.75
714 to 8 years. - 44. 57 89.14 178.28 891. 40 1,782.80 3.17 3.75
8 to 85 years. . 45. 40 90.80 181. 60 908.00 1,816.00 3.18 3.76
814 to 9 years. . 46.26 92. 52 185.04 925. 20 1, 850. 40 3.19 3.75
9 to 914 years. . 47.12 94. 24 188. 48 942. 40 1,884.80 3.20 3.76
934 t0 10 years...__._.____ 48. 01 96. 02 192.04 960. 20 1, 920. 40 3.21 3.75
Second extended matu-
rity value (20 years
from original maturity
date) 8o 48.91 97.82 195. 64 978. 20 1, 956. 40 3.22 oo

1 Tor redemption values and investment yields during original maturity period see Department Circular

No. 653, Fifth Revision, dated September 23, 1959.

2 Calculated on basis of $1,000 bond (face value).

3 Approximate investment yield from beginning of each half-year period to first extended maturity,
at first extended maturity value prior to June 1, 1959, revision, .
¢ Approximate investment yield from effective date of June 1, 1959, revision to first extended maturity.

520 years from issue date.

6 30 years from issue date.
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TARLE IIL.—UNITED STATES SAVINGS BONDS—SERIES E

TARLE OF REDEMPTION VALUES AND INVESTMENT YIELDS DURINC EXTENDED MATURITY PERIODS! FOR
RONDS REARING ISSUE DATES FROM DECEMRER 1, 1941, THROUGH APRIJ, 1, 1942

Table showing: (1) How bonds of Series E bearingissue dates from December 1, 1941,through April 1, 1942, by denomi-
nations, increase in redemption value during successive half-year penotfs Jollowing date of or1gmal maturity;
(2) the appnmmate investment yield on the purchase price from issue date to the beginning of each half-year
period; and (3) the approzimate investment yield on the current redemption value from the beginning of each
helf-year period (@) to first extended mamrzty or (b) to second extended maturity. Yields are expressed in “terms
of rate percent per , compounded se¢ Ay,

Original maturity value.. $25. 00 $50.00 | $100.00 | $500.00 | $1,000.00 | Approximate invest-
Issue price. ..o ... 18.75 37.50 75.00 375.00 750. 00 ment yield 2
(3) On
(1) Redemption values during each half-year period (2) On | current re-
(Values increase on first day of period shown) purchase | demption
price from | value from
Period after original ma- | issue date | bengining
turity (beginning 10 to of each
years after issue date) beginning | half-year
First extended maturity period of each period (a)
half-year to first
period extended
maturity
Percent Percent
First Y4 year_ ___...___.__ $25.00 $50.00 | $100.00 | $500.00 | $1,000.00 2.90 32.90
14 to 1 vear. 25.31 50. 62 101. 25 506. 25 1, 012. 50 2.88 32.92
1 to 1}4 year: —em 25. 62 51.25 102. 50 512. 50 1, 025. 00 2.86 32.94
114 to 2 years. ———- 25,94 51.87 103.75 518.75 1,037. 50 2.84 32.97
210 214 yearSeoccamcacooan 26,25 52. 50 105. 00 525.00 1, 050. 00 2.82 33.01
25 to3 years ... 26. 56 53.12 106. 25 531.25 1, 062. 50 2.81 33.05
3103 years caeoaoaeoo 26.87 53.75 107. 50 537. 50 1, 075. 00 2,79 33.10
3ltodyears ..o ______.__ 27.19 54.37 108.75 543.75 1,087. 50 2.77 33.16
4104 years cooeaaae.n 27. 50 55,00 110. 00 550.00 1,100. 00 2.76 33.23
435 t0 5vears.ooo.________ 27.81 55.62 111.25 556. 25 1,112. 50 2.74 33.32
5t0 534 years.ccoaooooocn 28.12 56.25 112. 50 562. 50 1,125.00 2.72 33.43
5% to 6 years. - 28.44 56.87 113.75 568.75 1,137.50 2.71 83.56
6 to 6% years. - 28.75 57. 50 115.00 575.00 1,150. 00 2.69 33.73
614 to 7 years. 29.06 58.12 116.25 581.25 1,162. 50 2.67 33.96
7 to 714 years. 29.37 58.75 117. 50 587. 50 1,175.00 2. 66 34.26
75 t08 years....c.o..-... 30. 00 60. 00 120. 00 600. 00 1, 200. 00 2.70 44,86
Redemption values and investment yields to first extended maturity on basis of June 1, 1959, revision
810 8Y5 Vears ccocaean-- $ 30.69 $61.38 | $122.76 | $613.80 | $1,227.60 2.76 4,93
824 to 9 years. 31.41 62.82 125. 64 628. 20 1, 256. 40 2.81 5.01
9 to 95 years. 32.17 64.34 128. 68 643, 40 1,286.80 2.86 5.10
934 to 10 years 32.98 65. 96 131.92 659. 60 1,319.20 2.92 5.15
First extended v
value (10 years from .
original maturity date)s. 33.83 67. 66 135.32 676. 60 1, 353. 20 2,97 |oacooooas
Periodafter first extended (b) to
maturity (beginning 20 Second extended maturity period second
years after issue date) extended
maturity
First Yo year .. _________ $33.83 $67.66 | $135.32 | $676.60 | $1,353.20 2.97 3.75
lstolyear ..o 34.46 68.92 137.84 689. 20 1,378. 40 2.99 3.75
14013 years cacooeoooo 35.11 70.22 140. 44 702.20 1, 404. 40 3.01 3.75
11440 2 YearSoeeuceaeean-- 35.77 71. 54 143.08 715.40 1,430.80 3.03 3.75
2t02 yearS oo coaonon 36. 44 72.88 145. 76 728.80 1, 457. 60 3.04 3.75
215 t0 3 years.ooooocooooo- 37.12 74,24 148. 48 742.40 1,484.80 3.06 3.75
3t03%5 years.oocomocooan 37.82 75. 64 151.28 756. 40 1,512.80 3.07 3.75
3lstodvears...._________ 38.53 77.06 154.12 770. 60 1, 541. 20 3.09 3.756
dto4¥s years.o oo 39.25 78. 50 157.00 785.00 1, 570.00 3.10 3.75
415 toSyears..._______._ 39.99 79.98 159, 96 799. 80 1, 599. 60 3.12 3.75
Sto5leyears ..o oo 40. 74 81.48 162. 96 814.80 1.629. 60 3.13 3.75
55 to 6 years ... 41. 50 83.00 166. 00 830.00 1, 660. 00 3.14 3.75
6to6Ys years...._...._._ 42.28 84. 56 169.12 845, 60 3, 691.20 3.15 3.75
65 to7 years .. ___._.__ 43.07 86. 14 172.28 86). 40 1,722.80 3.16 3.76
7 to 7Y% years. 43.88 87.76 175. 52 877.60 1,755.20 3.17 3.75
714 to 8 years. 44.70 89.40 178.80 894. 00 1,788.00 3.18 3.75
8 to 85 years. 45. 54 91.08 182.16 910. 80 1,821. 60 3.19 3.75
815 t0 9 years ... 46.39 92.78 185. 56 927. 80 1, 855. 60 3.20 3.75
9 to 9%% years. . .47.26 94. 52 189. 04 945. 20 1,890. 40 3.21 3.75
914 to 10 years 48.15 96. 30 192. 60 963. 00 1, 926. 00 3.22 3.7
Second extended matu-
rity value (20 years
from original maturity
date) o . . 49. 05 98.10 196. 20 981, 00 1, 962. 00 3.23 oo

1 For redemption values and investment yields during original maturity period see Department Circular
No. 653, Fifth Revision, dated September 23, 1959.

2 Calculated on basis of $1,000 bond (face value).

3 Approximate investment yield from beginning of each half-year period to first extended maturity,
at first extended maturity value prior to June 1, 1959, revision.

4 Approximate investment yield from effective date of June 1, 1959, revision to first extended maturity.

6 20 years from issue date. 6 30 years from issue date.
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TARLE IV.—UNITED STATES SAVINGS BONDS—SERIES E

TABLE OF REDEMPTION VALUES AND INVESTMENT YIELDS DURING EXTENDED MATURITY PERIODS ! FOR
BONDS BEARING ISSUE DATE OF MAY 1, 1942

Table showing: (1) How bonds of Series E bearing issue date of May 1, 1948, by denominations, increase in
redemplion value during successive half-year periods following date of original maturity; (2) the approzimate
investment yield on the purchase price from issue date to the beginning of each half-year period: and (3) the
approximate investment yield on the current redemption value from the beginning of each half-year period (a) to

Yields are expressed in terms of rate percent per

Sirst extended maturity or (b) to second extended maturity.

annum, compounded semiannually.

Original maturity value..| $25.00 l $50.00 | $100.00 | $500.00 | $1,000.00 | Approximate invest-
Issue price. .o oo______ 18.75 37. 50 75. 00 375. 00 750. 00 ment yield 2
(3) On
(1) Redemption values during each half-year period (2) On | current re-
(Values increase on first day of period shown) purchase | demption
price from | value from
Period after original ma- issue date | beginning
turity (beginning 10 to of each
years after issue date) beginning | half-year
5 . X of each | period (a)
Tirst extended maturity period half-year to first
period extended
maturity
Percent Percent
First ¥4 year. ..o $25. 00 $50.00 | $100.00 | $500.00 | $1,000.00 2.90 33.00
1% to 1 year.... 25.37 50.75 101. 50 507. 50 1,015. 00 2.90 33.00
1 to 134 years. 25.75 51. 50 103. 00 515. 00 1,030. 00 2.90 33.00
134 to 2 year 26.12 52.25 104. 50 522. 50 1, 045. 00 2.01 33.01
2 to 215 year: 26. 50 53.00 106. 00 530. 00 1, 060. 00 2.90 33.02
234 to 3 years. 26.90 53.80 107. 60 538. 00 1,076. 00 2.91 $3.02
3 to 314 years. 27.30 54, 60 109. 20 546. 00 1,092. 00 2.01 33.02
34 to 4 years.. 27.70 55. 40 110. 80 554. 00 1,108. 00 2.91 33.03
4 to 414 years. 28.10 56. 20 112. 40 562. 00 1,124.00 2.91 33.04
414 to § years. 28. 50 57.00 114. 00 570. 00 1, 140. 00 2.91 33.05
5 to 514 years. 28.95 57.90 115. 80 579. 00 1,158. 00 2.92 33.04
5% to 6 years. 29. 40 58. 80 117. 60 588. 00 1,176. 00 2.92 33. 04
6 to 614 years. 29. 85 59.70 119. 40 597. 00 1,104. 00 2.93 33. [
614 t0 7 years. 30.30 60. 60 121,20 606. 00 1,212. 00 2.93 83.0
7to 7Y years. ... 30.75 61. 50 123. 00 615. 00 1, 230. 00 2.93 33. 05
7Vt 8years .__o_o...___ 3120 62. 40 124. 80 624. 00 1,248.00 2.93 43. 58
Redemption values and investment yields to first extended maturity on basis of June 1, 1959, revision
8 to 814 years..... $31. 67 $63.34 | $126.68 | $633.40 | $1,266.80 2.93 3.72
814 to 9 years. 32.21 64. 42 128. 84 644. 20 1,288.40 2. 95 3.82
9 to 914 years. 32.80 65. 60 131. 20 656. 00 1,312.00 2.97 3.89
934 to 10 years 33.42 66. 84 133.68 668. 40 1,336. 80 2.99 4.01
First extended maturity
value (10" years {rom
oririnal maturity date)s. 34.09 68.18 136. 36 681. 80 1, 363. 60 b3 1) I P
Period after first extended (b) to
maturity (beginning 20 Second extended maturity period second
years after issue date) extended
maturity
First 14 year. $34. 09 $68.18 | $136.36 | $681.80 | $1,363.60 3.01 3.75
L to 1 year._. 34.73 69. 46 138.92 694. 60 1,389. 20 3.03 3.75
16014 yearS.ccomaamee- 35.38 70.76 141. 52 707. 60 1,415.20 3.05 3.75
1¥5t0 2 years oo ooo.. 36. 04 72.08 144. 16 720. 80 1, 441. 60 3.06 3.75
2t0 218 years.aaceooooooa 36.72 73. 44 146. 88 734.40 1,468.80 3.08 3.75
216 to 3 years.oooaeeaoa - 37.41 74.82 149. 64 748. 20 1,496. 40 3.09 3.75
310348 yearSococcamnnacacn 38.11 76. 22 152. 44 762. 20 1,524. 40 3.11 3.75
31440 4 years.ceocamencoon 38.82 77.64 155.28 776. 40 1, 552. 80 3.12 3.75
410 415 years...cooeoooooo 39.55 79.10 158. 20 791. 00 1, 582. 00 3.13 3.75
41410 5 YearS aacemaamane- 40.29 80. 58 161.16 805. 80 1,611. 60 3.15 3.75
5t0 5Y5 years . .ocoooon- 41. 05 82.10 164. 20 821.00 1,642. 00 3.16 3.15
5V51t0 6 years..ocooeeca.- 41.82 83. 64 167.28 836. 40 1,672.80 3.17 3.75
610 6% years.eoocoacaoo- 42. 60 85.20 170. 40 852.00 1,704.00 3.18 3.75
61210 7 YeArS e cmmmenn 43.40 86. 80 173. 60 868. 00 1,736. 00 3.19 3.75
Tto7vsyears...cooo.._... 44. 22 88. 44 176.88 884. 40 1,768.80 3.20 3.75
7V5to 8 years ... 45.04 90. 08 180.16 900. 80 1, 80L. 60 3.21 3.76
8t0 84 years. .ocomcoamnne 45.89 91.78 183. 56 917.80 1,835. 60 3.22 3.75
8l5to 9 years.oooomao .- 46.75 93. 50 187.00 935. 00 1,870.00 3.23 3.75
9 to 934 years. ._oo.ooo_... 47,03 95. 26 190. 52 952. 60 1,905. 20 3.24 3.7
915 t0 10 years.oc-—ooo_..- 48. 52 97.04 194.08 970. 40 1,940. 80 3.25 3.75
‘Second extended matu-
rity value (20 years
from original maturity
date) . .o .- 49.43 98. 86 197.72 988. 60 1,977.20

1 For redemption values and investment yields during original maturity period see Department Clrcular

No. 653, Fifth Revision, dated September 23, 1959.

2 Caleulated on basis of $1,0C0 bond (face value).

3 Appmximate investment yield from beginning of each half-year period to first extended maturity,
at first extended maturity value prior to June 1, 1959, revision.
4 Approximate investment yield from effective date of June 1, 1959, revision to first extended maturity.

5 20 years {from issue date.

8 30 years from issue date.
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TARLE V,.—UNITED STATES SAVINGS BONDS—SERIES E

TABLE OF REDEMPTION VALUES AND INVESTMENT YIELDS DURING EXTENDED MATURITY PERIODS ! FOR RONDS
REARING ISSUE DATES FROM JUNE 1 THROUCGH NOVEMRER 1, 1942

Table showing: (1) How bonds of Series E bearing issue dates from June ! through November 1, 1942, by denomi-
nations, increase in redemption value during successive half-year periods following date of original maturity;
(2) the approzimate investment yield on the purchase price from issue date lo the beginning of each half-year
period; and (3) the approzimate investment yield on the current redemption value from the beginning of each half-

rate percent per annum, compounded semiannually.

Yields are expressed in terms of

QOriginal maturity value..| $25.00 $50.00 | $100.00 ‘ $500.00 | $1,000.00 | Approximate invest-
Is5U8 Price- - e eommaeeae 18.75 37. 50 75.00 375. 00 750. 00 ment yield 2
(1) Redemption values during each half-year period () On cu(3) On
A Pyt rrent re-
(Values increase on first day of period shown) pu rcl?ase d ?mprtion
Period after oririnal ma- e are | Tiuiue om
turity (beginning 10 ‘Ssuﬁodate bg‘;‘;,f‘c'lfg
years after issue date) be;;inni}?g hal.f-sieén')
: : of eacl period (a,
First extended maturity period half-year to first
period extended
maturity
Percent Percent
First Y5 year_ oo $25. 00 $50.00 | $100.00 | $500.00 | $1,000.00 2.90 33.00
15tol year. . 25.37 50.75 101. 50 507. 50 1,015.00 2.90 33.00
1 to 134 years. 25.75 51. 50 103. 00 515. 00 1, 030. 00 2.90 33.00
114 to 2 years. 26. 12 52.25 104. 50 522. 50 1,045.00 2. 91 33.01
26. 50 53. 00 106. 00 530. 00 1, 060. 00 2.90 33.02
26. 90 53.80 107. 60 538. 00 1,076.00 2.9 33.02
- 27.30 54. 60 109. 20 546. 00 1,092. 00 2.91 33.02
314 to 4 years. 27.70 55. 40 110. 80 554. 00 1, 108. 00 2.91 33.03
4 t0 414 years. 28.10 56. 20 112.40 562. 00 1,124.00 2,91 33.04
414 10 5 years. 28. 50 57.00 114. 00 570.00 1, 140. 00 2.91 33.05
5 to 514 years. 28.95 57.90 115. 80 579. 00 1,158.00 2.92 33.04
54 to 6 years. 29. 40 58. 80 117. 60 588.00 1,176.00 2.92 33.04
6 to 6)% years. 29.85 59.70 119. 40 597. 00 1,194.00 2.93 33.03
614 to 7 years. 30. 30 60. 60 121. 20 606. 00 1,212.00 2.93 33.04
7to0745years..._._..._.. 30.75 61. 50 123. 00 615. 00 1, 230. 00 2.93 43. 55
Redemption values and investment yields to first extended maturity on basis of Juue 1, 1959, revision
745 to8 years o ooaoo. $31.21 $62.42 | $124.84 | $624.20 | $1,248.40 2.93 3.66
8to8l years..____._._ ... 31.70 63. 40 126. 80 634. 00 1, 268. 00 2.94 3.79
8YstoQyears. ... 32.27 64. 54 129.08 645. 40 1,290. 80 2.96 3.85
9 to 944 years. - 32.87 65. 74 131.48 657. 40 1, 314. 80 2.98 3.92
914 to 10 years............ 33.50 67.00 134.00 670. 00 1, 340. 00 3.00 4.00
First extended maturity
value (10 years from
original maturity date)s. 34.17 68. 34 136. 68 683. 40 1, 366. 80 3.02 . __._.._
Period after first extended (b) to
maturity (heginning 20 Second extended maturity period second
years after issue date) extended
maturity
Tirst 14 year. o _________ $34.17 $68.34 | $136.68 | $683.40 | $1,366.80 3.02 3.75
stolyear. oooooaaaoo.. 34.81 69. 62 139. 24 696. 20 1,392.40 3.04 3.75
1tolls years....._._._.. 35.46 70. 92 141. 84 709. 20 1,418. 40 3.06 3.75
1% t0 2 years..ooooo____ 36.13 72.26 144. 52 722.60 1,445.20 3.07 3.75
2t02Y8 years .o_oo_.___._. 36. 81 73. 62 147. 24 736. 20 1,472.40 3.09 3.75
24 t0 3 years.coooo.oo... 37.50 75.00 150. 00 750. 00 1, 500. 00 3.10 3.75
3to3lsyears .. —.o._._. 38.20 76. 40 152.80 764. 00 1, 528.00 3.12 3.75
3sto4years.eooo_.__.. 38.92 77.84 155. 68 778.40 1, 556. 80 3.13 3.75
4todds years.__.___._._. 39.64 79. 28 158. 56 792.80 1, 585. 60 314 3.75
4140 5 years. oo oo 40. 39 80.78 161. 56 807. 80 1,615.60 3.16 3.75
5t0 5% years..o.._...... 41,15 82.30 164. 60 823. 00 1, 646. 00 3.17 3.75
5110 6 years......._..... 41.92 83.84 167. 68 838.40 1,676. 80 3.18 3.75
610 6Y8. oo oceimaaaas 42.70 85. 40 170. 80 854. 00 1, 708. 00 3.19 3.75
616 t0 7 years.........--_ 43.50 87.00 174.00 870.00 1,740.00 3.20 3.75
7t0 7Y% years..coooo..._.. 44.32 88.64 177.28 886. 40 1,772.80 3.21 3.75
7% to 8years.....____ 45.15 90. 30 180. 60 903. 00 1, 806. 00 3.22 3.75
8 to 8% years......... 46.00 92.00 184. 00 920. 00 1, 840. 00 3.23 3.74
85 to 9 years.._..._. 46. 86 93.72 187. 44 937. 20 1, 874. 40 3.24 3.74
9 to 914 years......... 47.74 95.48 190. 96 954. 80 1, 909. 60 3.25 3.74
914 to 10 years 48.63 97. 26 194. 52 972.60 1,945. 20 3.26 3.74
Second extended ma-
turity value (20 years
from original maturity
date) 8. oo 49. 5¢ 99.08 198. 16 990. 80 1,981. 60 3.26 |

1 For redemption values and investment yields during original maturity period see Department Circular
No. 653, Fifth Revision, dated September 23, 1959.
2 Calculated on basis of $1,000 bond (face value),
8 Approximate investment yield from beginning of each half-year period to first extended maturity,

at first extended maturity

value prior to June 1, 1959, revision.

¢ Approximate investment yield from effective date of June 1, 1959, revision to first extended maturity.
620 years from issue date. 630 years from issue date.



280

1961 REPORT OF THE SECRETARY OF THE TREASURY

TABLE VI.—UNITED STATES SAVINGS BONDS—SERIES E

TABLE OF REDEMPTION VALUES AND INVESTMENT YIELDS DURING EXTENDED MATURITY PERIODS! FOR
BONDS BEARING ISSUE DATES FROM DECEMBER 1, 1942, THROUGH MAY 1, 1943

Table showing: (1) How bonds of Series E bearing issue dates from December 1, 1948, through May 1, 1948, by de-
nominations, increase in redemption value during successive half-year periods following date of original ma-
turity; (2) the approzimate investment yield on the purchase price from issue date to the beginning of each
half-year period; and (3) the approrimale investment yield on the current redemption value from the begin-
ning of each half-year period(a}to first extended maturity or (b) to second ertended maturity. Yields are ex-
pressed in terms of rate percent per annum, compounded semiennually.

Original maturity value..| $25.00 $50.00 { $100.00 ( $500.00 | $1,000.00 | Approximate invest-
Issue price. - ...._.____ 18.75 37.50 75. 00 375.00 750. 00 ment yield 2
. 3) On
(1) Redemption values during each half-year period (2) On current re-
(Values increase on first day of period shown) purchase | demption
. price from | valie from
Period after original ma- issue date | beginning
turity (beginning 10 to of each
years after issue date) beginning | half-year
of each period (a)
Tirst extended maturity period half-year to first
period extended
maturity
Percent Percent
First Yoyear..coo...... $25. 00 $50.00 | $100.00 | $500.00 | $1,000.00 2.90 33.00
1 to 1 year... 25.37 50.75 101. 50 507. 50 1,015. 00 2.90 33.00
1 to 1% years. - 25.75 51. 50 103. 00 515. 00 1,030. 00 2.90 33.00
134 to 2 years. 26.12 52.25 104. 50 522. 50 1, 045. 00 2.91 33.01
2 to 2% years. 26. 50 53.00 106. 00 530. 00 1,060. 00 2.90 33.02
214 to 3 years. 26.90 53.80 107. 60 538.00 1, 076. 00 2.01 33.02
3 to 314 years.. 27.30 54. 60 109. 20 546. 00 1,092. 00 2.91 33.02
314 to 4 years. 27.70 55. 40 110. 80 554. 00 1,108. 00 2.91 33.03
4 t0 434 years. 28.10 56. 20 112. 40 562. 00 1,124.00 2.91 33.04
414 to 5 years. 28. 50 57. 00 114. 00 570. 00 1,140. 00 2.91 33.05
5 to 514 years. 28.95 57.90 115.80 579.00 1,158. 00 2.92 33.04
514 to 6 years. 29. 40 58. 80 117. 60 588. 00 1,176. 00 2.92 33.04
6 to 614 years.. . 29.85 59.70 119. 40 597. 00 1,194. 00 2.93 33.03
614 t0 7 years... .- - 30.30 60. 60 121.20 606. 00 1, 212. 00 2.93 43.54
Redemption values and investment yields to first extended maturity on basis of June 1, 1959, revision
7 to 7%4 years $30.76 $61.52 | $123.04 | $615.20 | $1,230.40 2.93 3.62
714 to 8 years. 31.24 62. 48 124, 96 624. 80 1, 249. 60 2. 94 3.73
8 to 814 years. 31.75 63. 50 127.00 635. 00 1,270. 00 2.95 3.84
814 to 9 years.. 32.33 64. 66 129. 32 646. 60 1,293.20 2.97 3.90
9 to 934 years. 32.94 65. 88 131. 76 658. 80 1,317. 60 2.99 3.97
914 to 10 years... . 33.58 67.16 134.32 671. 60 1,343.20 3.01 4.05
First extended maturity
value (10 years from
original maturity date)s. 34. 26 68. 52 137. 04 685. 20 1, 370. 40 304 oo ___.
Period after first extended ﬁ(eE‘)OIE%
maturity (beginning 20 Second extended maturity period extended
years after issue date) maturity
First Yoyear-o oo _.__ $34.26 $68. 52 $137. 04 $685. 20 $1,370.40 3.04 3.75
Y5 to 1 year._. 34.90 69. 80 139. 60 698. 00 1, 396. 00 3.05 3.75
1t0.1%4 years. 35. 56 71.12 142. 24 711.20 1,422.40 3.07 3.75
1% to 2 years... 36. 22 72.44 144. 88 724. 40 1,448.80 3.09 3.75
2 10 214 years... 36. 90 73.80 147. 60 738.00 1,476. 00 3.10 3.75
214 10 3 years._. 37. 59 75.18 150. 36 751. 80 1, 503. 60 3.12 3.75
3 to 314 years... 38.30 76. 60 153. 20 766. 00 1, 532. 00 3.13 3.75
3Y4 to 4 years___ 39.02 78.04 156. 08 780. 40 1, 560. 80 3.14 3.75
4 to 414 years... 39.75 79. 50 159. 00 795. 00 1, 590. 00 3.16 3.75
415 to 5 years__. 40. 49 80. 98 161. 96 809. 80 1, 619. 60 3.17 3.75
5 t0 515 years._. 41.25 82. 50 165. 00 825. 00 1,650. 00 3.18 3.75
54 to 6 years. 42.03 84. 06 168. 12 840. 60 1,681.20 3.19 3.75
6 to 615 years. 42.82 85. 64 171. 28 856. 40 1,712.80 3.20 3.75
614 10 7 years. 43.62 87.24 174.48 872. 40 1,744.80 3.21 3.75
7 to 714 years. 44. 44 88.88 177.76 888. 80 1,777. 60 3.22 3.75
735 to 8 years... 45. 27 90. 54 181. 08 905. 40 1,810. 80 3.23 3.75
8 t0 814 years.._ 46.12 92, 24 184. 48 922. 40 1, 844.80 3.24 3.75
814 to 9 years... 46. 98 93. 96 187. 92 939. 60 1,879.20 3.25 3.76
9 to 935 years... 47.86 95.72 191. 44 957. 20 1,914. 40 3.26 3.77
934 to 10 years, . 48.76 97. 52 195. 04 975. 20 1, 950. 40 3.27 3.77
Second extended maturi-
ty value (20 years
from original maturity
Aate)8. . cccoccoaooo- 49. 68 99. 36 198. 72 993. 60 1,987.20 3.27 |lomeoaaaa -

t For redemption values and investment yields during original maturity period see Department Circular

No. 653, Fifth Revision, dated September 23, 1959.

2 Calculated on basis of $1,000 bond (face value).

3 Approximate investment yield from beginning of each half-year period to first extended maturity,
at first extended maturity value prior to June 1, 1959, revision. . X
4 Approximate investment yield from effective date of June 1, 1959, revision to first extended maturity,

20 years from issue date

8 30 years from issue date.
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TABLE VIL.—UNITED STATES SAVINGS BONDS—SERIES E

TARLE OF REDEMPTION VALUES AND INVESTMENT YIELDS DURING EXTENDED MATURITY PERIODS! FOR BONDS
BEARING ISSUE DATES FROM JUNE 1 THROUGH NOVEMRER 1, 1943

Table showing: (1) How bonds of Series I bearing issue dates from June 1 through November 1, 1943, by denomina-
tions, increase in redemption value during successive half-year periods following date of orzgmal maturity; (2) the
approzimate investment yield on the purchase price from issue date to the beginning of each hal f-vear period; and
(8) the approzimate investment yield on the current redemption value from the beginning of each half-year period
‘(@) to first extended matunty or (b) to seco'mi extended maturity. Yields are expressed in terms of rate percent
per D /.

Original maturity value..| $25.00 |  $50. OOI $100.00 | $500.00 | $1,000.00 [ Approximate invest-

SSUE PriCe. . ccoeeooo 18.75 37.50 75. 00 375. 00 750. 00 ment yield 2
3) On
(1) Redemption values during each half-year period (2) On current re-
(Values increase on first day of period shown) purchase | demption
price from | value from
Period after original ma- issue date | beginning
turity (beginning 10 to of each
years after issue date) beginning | half-year
of each period (a)
First extended maturity period half-year to first
period extended
maturity
Percent Percent
First 14 year- ... $25. 00 $50.00 | $100.00 | $500.00 | $1,000.00 2.90 33.
Y4 to 1 year... 25.37 50.75 101. 50 507. 50 1,015.00 2.90 33.00
1 to 134 years. 25.75 51. 50 103.00 515. 00 1, 030. 00 2.90 33.00
114 to 2 year: 26.12 52.25 104. 50 522. 50 1,045.00 2.91 33.01
2 to 214 year: 26. 50 53.00 106. 00 530.00 1, 060. 00 2.90 33.02
214 to 3 years. 26. 90 53.80 107. 60 538.00 1, 076.00 2.91 33.02
3 to 3}4 years. 27.30 54.60 109. 20 546. 00 1, 092. 00 2.91 33.02
314 to 4 years. 27.70 55.40 110.80 554. 00 1, 108. 00 2.91 33.03
4 to 414 years. 28.10 56.20 112. 40 562. 00 1,124.00 2.91 33.04
414 to 5 years. 28. 50 57.00 114. 00 570.00 1, 140. 00 2.91 33.06
5 to 514 years. 28.95 57.90 115.80 579.00 1,158. 00 2.92 33.04
54 to 6 years. 29.40 58.80 117.60 588.00 1,176.00 |. 2.92 33.04
6to6Y8 years oo __....__ 29.85 59. 70 119. 40 597.00 l 194.00 2.93 13.53
Redemption values and investment yields to first extended maturity on basis of June 1, 1959, revision
615t0 7 years.oooo.ooooo. $30. 31 $60.62 | $121.24 | $606.20 | $1,212.40 2.93 3.60
7 to 7% years.. 30.79 61. 58 123.16 615. 80 1, 231. 60 2.94 3.67
74 to 8 years. 31.29 62. 58 125.16 625. 80 1, 251. 60 2,95 3.76
8 to 814 years. 31.81 63. 62 127.24 636. 20 1,272.40 2.96 3.86
814 to 9 years. 32.40 64. 80 129. 60 648.00 1, 296. 00 2,98 3.91
9 to 915 years. 33:02 66. 04 132.08 660, 40 1, 320. 80 3.00 3.96
914 t0 10 years....__.___.. 33.66 67.32 134.64 673.20 1, 346. 40 3.02 4.04
First extended maturity
value (10 years from
original maturity date)®- 34.34 68. 68 137.36 686. 80 1,373. 60 3.05 |ocoeoaccnaan
Period after firstextended s(ebc)oxt?i
maturity (beginning 20 Second extended maturity period extended
years after issue date) maturity
First 15 year. $34. 34 $68.68 | $137.36 | $686.80 | $1,373.60 3.05 3.75
15 to 1 years. 34.98 69. 96 139,92 699, 60 1,399.20 3.07 3.75
1 to 134 years. 35.64 71.28 142. 56 712. 80 1, 425. 60 3.08 3.75
114 to 2 years. 36.31 72.62 145.24 726.20 1,452. 40 3.10 3.75
2 to 234 years. 36. 99 73.98 147.96 739.80 1, 479, 60 3.11 3.756
214 to 3 years. 37.68 75.36 150.72 753. 60 1, 507. 20 3.13 3.75
3 to 3%5 years. 38.39 76.78 153. 56 767.80 1, 535. 60 3.14 3.75
314 to 4 years. 39.11 78.22 156. 44 782.20 1, 564. 40 3.15 3.76
4 to 414 years. 39.84 79. 68 159. 36 796. 80 1, 593. 60 3.17 3.75
434 to 5 years. 40. 59 81.18 162. 36 811.80 1,623. 60 3,18 3.75
5 to 514 years. 41.35 82.70 165. 40 827.00 1, 654. 00 3.19 3.75
54 to 6 years._. 42.13 84,26 168. 52 842. 60 1, 685. 20 3.20 3.75
6 to 614 years. 42,92 85.84 171.68 858.40 1,716. 80 3.21 3.756
614 to 7 years. 43.72 87.44 174.88 874.40 1, 748. 80 3.22 3.75
7 to 734 years. 44. 54 89.08 178.16 890. 80 1,781.60 3.23 3.75
734 t0 8 years. 45.37 90. 74 181.48 907.40 1,814, 80 3.24 3.75
8 to 814 years. 46.23 92.46 184.92 924. 60 1, 849.20 3.25 3.7¢
814 to 9 years. 47.09 94.18 188.36 041. 80 1, 883.60 3.26 3.75
9 to 95 years. - 47.98 95. 96 191. 92 959. 60 1 919. 20 3.27 3.74
91510 10 years.... ... 48. 87 97.74 195.48 977.40 1 954. 80 3.27 3.77
Second extended matu-
rity value (20 years
from original maturity
date) 6____ 49.79 99. 58 199. 18 995. 80 1,991. 60 3.28 |ocoooooaeaas

1 For redemption values and investment yields during original maturity period see Department Circular
No. 653, Fifth Revision, dated September 23, 1959. 2 Calculated on basis of $1,000 bond (face value).
Approxxmate investment yield from begummg of each half-year period to first extended maturity,
at first extended maturity value prior to June 1, 1959, revision.
4 Approximate investment yield from eﬁ”ectlve date of June 1, 1959, revision to first extended maturity.
8 20 years from issue date, 6 30 years from issue date.
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TABLE VIIL.—UNITED STATES SAVINGS BONDS—SERIES E

TABLE OF REDEMPTION VALUES AND INVESTMENT YIELDS DURING EXTENDED MATURITY PERIODS ! FOR
BONDS BEARING [33UE DATES FROM DECEMBER 1, 1943, THROUGH MAY 1, 1941
Table showing: (1) How bonds of Series E bearing issue dates from December 1, 1943, through May 1, 1944, by
denominations, increase in redemplion value during successive half-year periods following date of original
maturity; (2) the approrimate investment yield on the purchase price from issue date to the beginning of each
half-year period; and (3) the approzimate investment yield on the current redemplion velue from the beginning

of each half-year period () to first ertended maturity or (b) to second extended maturity.

in terms of 1ate percent per annum, compounded semiannually.

Yields are expressed

Original maturity value..| $25.00 $50.00 | $100. 00 ‘ $500.00 | $1,000.00 | Approximate invest-
Issue price.__-—.ocoo_o-.. 18.75 37. 50 75.00 375. 00 750. 00 ment yield 2
(3) On
(1) Redemption values during each half-year period (2) On | current re-
(Values increase on first day of period shown) purchase | demption
price from | value from
Period after original ma- issue date | beginning
turity (beginuing 10 to of each
years after issue date) beginning | half-year
X X of each period (a)
First extended maturity period half-year to first
period extended
maturity
Percent Percent
First Y4 year .. _._...._.. $25.00 $50.00 | $100.00 | $500.00 | $1,000.00 2.90 33.00
Ystol year..____.__ 25.37 50.75 101.50 507. 50 1,015.00 2.90 33.00
1 to 1¥4 years 25.75 51. 50 103. 00 515.00 1,030.00 2.90 33.00
114 to 2 years. 26.12 52.25 104. 50 522, 50 1,045.00 2.91 33,01
2 10 214 years 26. 50 53.00 106. 00 530.00 1,0060.00 2.90 33.02
214 to 3 years 26. 90 53. 80 107. 60 538.00 1,076.00 2.01 33.02
3 to 314 years 27.30 54. 60 109.20 546.00 1,092.00 2.91 33.02
314 to 4 years 27.70 55.40 110. 80 554.00 1,108.00 2.91 33.03
4 to 415 years 28.10 56.20 112.40 562. 00 1,124.00 2.91 33.04
414 to 5 years. 28.50 57.00 114.00 570.00 1, 140.00 2.91 33.05
5to 515 years 28. 95 57.90 115. 80 579.00 1,158.00 2.92 33.04
514 to 6 years. 29. 40 58. 80 117. 60 588. 00 1,176.00 2.92 43.54
Redemption values and investment yields to first extended maturity on basis of June 1, 1959, revision
6 t0 616 years. ... $29. 86 $59.72 | $119.44 | $597.20 | $1,194.40 2.93 3.59
615 t0 7 years......_. 30.33 60. 66 121.32 606. 60 1,213.20 2.94 3.66
7to7V5 years.__.____ 30.83 61. 66 123.32 616. 60 1,233.20 2.95 3.72
714 to 8 years__ 31.34 62. 68 125.36 626. 80 1, 253. 60 2.96 3.80
8 to 84 years.. 31.87 63.74 127.48 637.40 1,274.80 2.97 3.90
814 to O years_. 32.47 64. 94 129. 88 649. 40 1,298.80 2.99 3.95
9 to 944 years.. 33.09 66.18 132.36 661. 80 1,323.60 3.01 4.01
9Y5t0 10 years...ooo_.o.. 33.74 67.48 134,96 674. 80 1, 349. 60 3.04 4.09
First extended maturity
value (10 years from
original maturity
date)s_ o 34.43 68. 86 137.72 688. 60 1,377.20 3.06 |-comamoa .
Period after first extended . . (b) to
maturity (beginning 20 Second extended maturity period eﬁgﬁggd
years after issue date) maturi ty
First Y4 year__.______..__ $34.43 $68.86 | $137.72 | $688.60 | $1,377.20 3.06 3.75
gtolyear o _._______ 35.08 70.16 140. 32 701. 60 1,403.20 3.08 3.75
1toll years.coooooooo 35.73 71.46 142.92 714.60 1,429.20 3.09 3.75
1V4t02 years_ ... 36. 40 72.80 145. 60 728.00 1, 456. 00 3n 3.75
2to2V4years . o_o___.___ 37.09 74.18 148.36 741. 80 1,483.60 3.12 3.75°
2l to3years_.o. ... 37.78 75.56 151.12 755.60 1,511.20 3.14 3.75
3to3syears. ... 38.49 76.98 153. 96 769. 80 1, 539. 60 3.15 3.75
3l4tod years...._______. 39.21 78.42 156. 84 784.20 1, 568. 40 3.16 3.75
4todlsyears..____..___ 39.95 79.90 159. 80 799.00 1, 598.00 3.18 3.75
414 60 5 yOarS.accuauacaaas 40.70 81.40 162, 80 814.00 1,628.00 3.19 3.75
5105 years_.._..._._... 41. 46 82.92 165. 84 829.20 1, 658. 40 3.20 3.75
5146 t06 years. _.oo.o__.__. 42.24 84.48 168. 96 844. 80 1,689.60 3.21 3.75
6tob6lsyears._..o_______ 43.03 86.06 172.12 860. 60 1,721.20 3.22 3.75
6lsto7 years. ... 43.83 87.66 175.32 876. 60 1,753.20 3.23 3.75
710 7% years._ocoocoooooe 44.66 89.32 178.64 893.20 1,786.40 3.24 3.75
7TV to8years ... 45.49 90.98 181. 96 909. 80 1,819. 60 3.25 3.75
8 to 814 years - 46.35 92. 70 185.40 927.00 1, 854. 00 3.26 3.74
814 to 9 years 47.22 94.44 188.88 94440 1, 888. 80 3.27 3.74
9 to 9¥4 years.. 48.10 96. 20 192. 40 962. 00 1,924. 00 3.28 3.75
94 tol0years..__.__.____ 49.00 98.00 196.00 980. 00 1, 960. 00 3.28 3.76
Second extended maturi- .
ty value (20 years from
original maturity
date)s. e aos 49.92 99. 84 199. 68 998. 40 1, 996. 80 3.29 | oo

t For redemption values and investment yields during original maturity period see Department Circular

No. 653, Fifth Revision, dated September 23, 1959.

¢ Calculated on basis of $1,000 bond (face value).

8 Approximate investment yield from beginning of each half-year period to first extended maturity
at first extended maturity value prior to June 1, 1959, revision,
4 Approximate investment yield from effective date of June 1, 1959, revision to first extended maturity.
820 years from issue date. 830 years from issue date.
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TABLE IX.—UNITED STATES SAVINGS BONDS—SERIES E

TABLE OF REDEMPTION VALUES AND INVESTMENT YJELDS DURING EXTENDED MATURITY PERIODS! FOR
BONDS REARING ISSUE DATES FROM JUNE 1 THROUGH NOVEMBER 1, 1944

Table showing: (1) Flow bonds of Series I bearing issue dates June 1 through November 1, 1944, by denominations,

increase in redemption value during successive holf-year periods following date of original maturity; (2) the

approzimate investment uield on the purchase price from issue dete to the beginning of each half-year period; and

(3) the approzimate investment yield on the current redemption value from the beginning of each half-year period

(a) to first extended matur

ity or (b) to"secand extended maturity. Yields are expressed in terms of rate percent
e !

per pounded s 1
Original maturity value.| $10.00 | $25.00 | $50.00 |$100. 00 | $500.00 I$1, 000. 00 Approximate
Issus price c-—--| 7.50 1 18.75 1 37.50 | 75.00 375.00 750. 00 investment yield 2
(1) Redemption values during each half-year period (3) On
(Values increase on first day of period shown) (2) On current
purchase |redemption
price from | value from
Period after original ma- issue date | beginning
turity (beginning 10 to begin- of each
years after issue date) ning of half-year
First extended maturity period each period (a)
balf-year to first
period extended
maturity
Percent Percent
First Y4 year cccmmaenes $10.00 | $25.00 { $50.00 |$100.00 | $500.00 [$1,000.00 2.90 33.
15to1 year..._. 10.15 | 25.37 | 50.75 | 101.50 507.50 | 1,015.00 2.90 33.00
1to0 1% years_.. 10.30 | 25.75 | 51.5C | 103.00 515.00 | 1,030.00 2.90 33.00
134 to 2 years. 10.45 | 26.12 | 52.25 | 104.50 522.50 | 1,045.00 2.61 33.01
2 to 2% years. 10.60 | 26.50 { 53.00 | 106.00 530.00 | 1.060.00 2. 90 33.02
214 to 3 years. 10.76 | 26.90 | 53.80 | 107.60 538.00 | 1,076.00 2.91 33.02
3 to 314 years... 10.92 | 27.30 | 54.60 | 109.20 546.00 | 1,092.00 2.91 33.02
344 to 4 years._. 11.08 | 27.70 55.40 | 110.80 554.00 | 1,108.00 2.91 33.03
4 to 414 years... 11.24 | 28.10 | 56.20 | 112.40 562.00 | 1,124.00 2.91 33.04
4%5 10 5 years... 11.40 | 28.50 | 57.00 | 114.00 §70.00 | 1,140.00 2.91 33.05
b5t0 545 years. cooeueanae 11.58 | 28.95 1 57.90 | 115.80 579.00 | 1,158.00 2.92 43.54
Redemption values and investment yields to first extended maturity on basis of June 1, 1959, revision
5Y5t0 6 years__ooo_o__.__ $11.76 | $29.41 | $58.82 |$117.64 | $588.20 [$1,176.40 2.93 3.59
6 to 614 years__. _| 11.95 | 20.88( 59.76 | 119.52 597.60 | 1,195.20 2.93 3.63
634 to 7 years._. .| 1215 30.37 | 00.74 | 121.48 607.40 | 1,214. 80 2.94 3.68
7 to 704 years... -| 12.35| 30.87 | 61.74 | 123.48 617.40 | 1.234.80 2.95 3.75
74 to 8 years._. o 12.56 | 31.39 | 62.78 [ 125.56 627.80 | 1,255.60 2.97 3.83
8 to 84 years... ] 12,77 | 31.93 | 63.86 | 127.72 638.60 | 1,277.20 2.98 3.92
814 to 9 years__. -} 13.02 1 32.54 | 6508} 130.16 650. 80 | 1, 301.60 3.00 3.96
9 to 934 years__. .| 13.27 | 33.17 | 66.34 | 132.68 663.40 1 1,326.80 3.03 4.00
914 to 10 years ---| 13.53 | 83.82| 67.64 | 135.28 676.40 | 1, 352.80 3.05 4.08
First extended maturit
value (10 years from
original maturity
date)d. . cecaceoacea-- 13.80 | 34.51 | 69.02 | 138.04 690.20 | 1,380.40 3.07 {cceemaccman
Period after Arst ex- i i (b) to
tended maturity (be- Second extended maturity period second
ginning 20 years after extended
issue date) maturity
First Y4 year .occvmaacos $13.80 | $34.51 | $69.02 1$138.04 | $690.20 |$1, 380. 40 3.07 3.75
tol year._._. o 14.06 | 3516 70.32 | 140.64 703.20 | 1,406.40 3.09 3.75
1 to 134 years._. ] 14.33 | 3582 | 71.64 | 143.28 716.40 | 1,432.80 3.11 3.75
1% to 2 years... -] 1460 | 36.49 | 72.98 | 145.96 729.80 | 1, 459.60 3.12 3.75
2 to 215 years..- -| 14.87 1 37.17 | 74.34 | 148.68 743.40 | 1,486.80 .3.13 3.75
214 to 3 vears... -} 15,15 ] 37.87 | 75.74 | 151.48 757.40 | 1,514.80 3.15 3.75
3 to 3% years._. -| 15.43 1 38.88 ] 77.16 | 154.32 771.60 | 1,543.20 3.16 3.75
344 to 4 years.... | 15721 39.30 [ 78.60 | 157.20 786.00 | 1,572.00 3.17 3.75.
4 to 434 years... -| 16.02 | 40.04 [ 80.08 | 160.16 800.80 | 1,601.60 3.19 3.75
415 to 5 years... | 16.32 | 40.79 | 81.58 | 163.16 815.80 | 1, 631.60 3.20 3.75
5 to 514 years__. .| 16.62 ] 41.55| 83.10 | 166.20 831.00 | 1,662.00 3.21 3.75
514 to 6 years... o| 16.93 1 42.33 [ 84.66 | 169.32 846.60 | 1,603.20 3.22 3.75
6 to 614 years... o] 17.25 | 43.13 | 86.26 | 172.52 862.60 | 1,725.20 3.23 3.75
614 to 7 years._. .| 17.68 | 43.94 | 87.88 | 175.76 878.80 | 1,757.60 3.24 3.75
7 t0 7% years___ _| 17.90 | 44.76 | 89.52 | 179.04 895.20 { 1,790.40 3.25 3.75
76 to 8 years__. _] 18.24 ] 45.60 | 91.20 | 182.40 912.00 | 1,824.00 3.26 3.75
8 to 814 years__. _| 18.58 | 46.45 | 92.90 | 185.80 929.00 | 1, 858.00 3.27 3.76
814 to 9 years._.. _} 1893 | 47.33 | 94.66 | 189.32 046.60 | 1,893.20 3.28 3.75
9 to 934 years. -] 19.28 1 48.21 96.42 1 192.84 964.20 ; 1,928.40 3.28 3.76
914 to 10 years.... ] 19.65 ) 49.12 | 98.24 | 196.48 982.40 | 1,964.80 3.29 3.7
Second extended .
rity value (20 years
from original maturity
date)d. . eeoocaacaas 20.02 | 50.04 | 100.08 | 200.16 { 1,000.80 | 2,001.60 3.30 {cccmmacnnn

1 For redemption values and investment yields during original maturity period see Department Circular

No. 653, Fifth Revision, dated September 23, 1959. -

2 Calculated on basis of $1,000 bond (face value).

3 Approximate investment yield from beginning of each half-year period to first exiended maturity,
at first extended maturity value prior to June 1, 1959, revision. .
¢ Approximate investment yield from effective date of June 1, 1959, revision to first extended maturity.

20 years from issue date.

614359—62——19

6 30 years from issue date.
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TABLE X.—UNITED STATES SAVINGS BONDS—SERIES E

TABLE OF REDEMPTION VALUES AND INVESTMENT VIELDS DURING EXTENDED MATURITY PERIODS ! FOR BONDS
BEARING ISSUE DATES FROM DECEMBER 1, 1944, THROUGH MAY 1, 1945

Table showing: (1) How bonds of Series E bearing issue dates December 1, 1944, through May 1, 1946, by denomi-
nations, increase in redemption value during successive half-year periods following date of original maturity;
(2) the approzimate investment yield on the purchase price from issue date to-the beginning of each half-year
period; and (8) the approvimate investment yield on the current redemption value from the beginning of each
half-year period (a) to first extended maturity or (b) to second extended maturily, Yields are expressed in terms
of rate percent per annum, compounded semiannually.

Original maturity value_| $10.00 | $25.00 | $50.00 {$100.00 [ $500.00 [$1, 000.00 Approximate
Tssue price_....._._.._. 7.50 1 18.75] 37.50 | 75.00 375. 00 750. 00 investment yield 2
(3) On
(1) Redemption values during each half-year period (2) On current
(Values increase on first day of period shown) purchase |redemption
price from | value from
Period after original ma- issue date | beginning
turity (beginning 10 to begin- of each
years after issue date) ning of half-year
. First extended maturity period each period (a)
hali-year to first
period extended
maturity
Percent Percent
............. $10.00 | $25.00 | $50.00 |$100.00 | $500.00 i$1, 000.00 2.90 33.00
10.156 1 25.37 | 50.75 | 101.50 507.50 | 1,015.00 2.90 33.00
-t 10.30 1 25,75 | 51.50 | 103.00 515.00 | 1,030.00 2.90 33.00
.| 10.45| 26.12 | 52.25 | 104.50 522,50 | 1,045.00 2.91 33.01
-| 10.60 | 26.50 | 53.00 | 106.00 530.00 | 1,060.00 2.90 33.02
| 10.76 | 26.90 | 53.80 | 107.60 538.00 | 1,076.00 2.91 43.02
2| 10.92 | 27.30 | 54.60 | 109.20 546.00 | 1,092.00 2.91 33.02
-| 11.08 | 27.70 | 55.40 | 110.80 554.00 | 1,108.00 2.91 33.03
-1 1L.24 | 2810 | 56.20 | 112.40 562.00 | 1,124.00 2.91 33.04
.| 11.40 | 28.50 [ 57.00 [ 114.00 570.00 | 1,140.00 2.91 43.55
.Redemption values and investment yields to first extended maturity on basis of June 1, 1959, revision
5to 514 vears..._ —-| $11.58 | $28.96 | $57.192 |$115.84 | $579.20 |$1,158.40 2.92 3.58
514 to 6 years.__ 11.77 | 29.43 | 58.86 | 117.72 588.60 | 1,177.20 2.93 3.62
6 to 614 years_. 11.96 | 29.91 | 59.82 | 119.64 598.20 | 1,196.40 2.94 3.67
614 to 7 years__ 12.16 | 30.41 | 60,82 | 121. 64 608.20 | 1,216.40 2.95 3.71
7-to 714 years__ 12.37 | 30.92 | 61.84 | 123.68 618.40 | 1,236.80 2.96 3.77
7Y% to 8 years.._ 12.58 | 31.46 [ 62.92 | 125.84 629.20 | 1,258.40 2.98 3.83
8 to 8%4 yaars.. 12,80 | 32.00 ; 64.00 | 128.00 640.00 | 1,280.00 2.99 3.93
85 t0 9 years.. 13.05 | 32.62 | 65.24 | 130.48 652.40 | 1,304.80 3.02 3.95
9 t0 914 years._ 13.30 | 33.25 | 66.50 | 133.00 665.00 | 1,330.00 3.04 | 3.99
934 to 10 years .-| 13.56 | 33.90 | 67.80 | 135.60 678.00 | 1,356.00 3.06 4.07
First extended maturity
value (10 years from
original maturity
[ £:172) R 13.84 | 34.59 | 69.18 | 138.36 691.80 | 1, 383. 60 3,09 icooccaoao
Period after first ex- (b) to
tended maturity (be- Second extended maturity period second
ginning 20 years after extended
issue date) maturity
First Y5 year_ . .._____. $13.84 | $34.59 | $69.18 |$138.36 | $691.80 |1, 383.60 3.09 3.756
15 to 1 year._ 14.10 | 35.24 | 70.48 | 140.96 704.80 | 1,409.60 3.10 3.75
1 to 114 years.. 14.36 | 35.90 | 71.80 | 143.60 718.00 | 1,436.00 3.12 3.75
134 to 2 years.. 14.63 | 36.57 | 73.14 | 146.28 731.40 | 1,462.80 3.13 3.75
2 t0 214 years.. .| 14.90 | 37.26 | 74.52 | 149.04 745.20 | 1,490.40 3.15 3.75
215 to 3 years._ .| 15.18 | 37.96 | 75.92 | 151.84 759.20 | 1, 518.40 3.16 3.75
3 t0 3145 years.. - 15.47 | 38.67 | 77.34 | 154.68 773.40 | 1, 546.80 3.17 3.75
3V4 to 4 years.__ -t 1576 1 39.39 | 78.78 | 157.56 787.80 | 1, 575. 60 3.18 3.75
4 to 434 years._. .| 16.05{ 40.13 | 80.26 | 160.52 802.60 | 1,605.20 3.20 3.75
414 t0 5 years.. .| 16.35| 40.88 | 81.76 | 163.52 817.60 | 1,635.20 3.21 3.75
5 to 515 years.. -] 16.66 | 41.65 | 83.30 | 166.60 833.00 | 1,666.00 3.22 3.75
534 to 6 years.. -} 16.97 | 42.43 | 84.86 | 169.72 848.60 | 1,697.20 3.23 3.75
6 to 614 years._. .| 17.29 | 43.23 | 86.46 | 172.92 864.60 | 1,729.20 3.24 3.75
614 to 7 years__ .| 17.62 | 44.04 | 88.08 | 176.16 880.80 | 1,761.60 3.25 3.75
7 to 745 years.__ o] 17,94 | 44.86 | 89.72 | 179.44 897.20 | 1,794.40 3.26 3.75
7% to 8 years._. -] 18.28 | 45.71 | 91.42 | 182.84 914.20 | 1,828.40 3.27 3.74
8 to 814 years.__ | 18.62 | 46.56 | 93.12 | 186.24 931.20 | 1,862.40 3.27 3.75
815 to 9 years... .| 18.98 | 47.44 | 94.88 | 189.76 948.80 | 1,897.60 3.28 3.74
9 10 944 years.. .| 19.33 | 48.32 | 96.64 | 103.28 966.40 | 1,932.80 3.29 3.75
914 to 10 years | 19.69 | 49.23 ! 98.46 | 196.92 984.60 | 1,969.20 3.30 3.7
Second extended matu-
rity value (20 years
from original maturity
date) S ... 20.06 | 50.15 | 100.30 | 200.60 | 1,003.00 | 2, 006.00 1 ] P,

‘1 For redemption values and investment yields during original maturity period see Department Circular
No. 653, Fifth Revision, dated September 23, 1959.

3 Calculated on basis of $1,000 bond (face value).

8 Approximate investment yield from beginning of each half-year period to first extended maturity, at
first extended maturity value prior to June 1, 1959, revision.

4 Approximate investment yield from effective date of June 1, 1959, revision, to first extended maturity.

6 20 years from issue date. 8 30 years from issue date.
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TABLE XI.—UNITED STATES SAVINGS BONDS—SERIES E

TABLE OF REDEMPTION VALUES AND INVESTMENT YIELDS DURING EYTENDED MATURITY PERIODS ! FOR
BONDS BEARING ISSUE DATES FROM JUNE 1 THROUGH NOVEMBER 1, 1945

Table showing: (1) How bonds of Series E bearing issue dates June I through November 1, 1945, by denominations,
increase in redemption value during successive half-year periods following date of original maturity; (2) the
approzimate investment yield on the purchase price from issue date to the beginning of each holf-year period; and
(3) the approzimate investment yield on the current redemption value from the beginning of each half-year period
(a) to first extended mgtzdm‘ty or (b) tg;second extended maturity. Yields are expressed in terms of rate percent
per ) i se .

Original maturity Approximate invest-
value_ __........ $10.00 | $25.00 { $50.00 [$100.00 [$200.00 | $500.00 }$1, 000. 00 ment yield 2
Issue price........ 7.50 | 18.75 1 37.50 | 75.00 | 150.00 375.00 750. 0 @ On @ On
(1) Redemption values during each half-year period purchase | current
(Values increase on first day of period shown) price |{redemption
Period after orig- from | value from
inal maturity . issue beginning
(beginning 10 date to of each
years after issue begin- half-year
date) First extended maturity period ning of | pe