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ANNUAL REPORT ON THE FINANCES

TrREASURY DEPARTMENT,
Washington, May 15, 1964.
Sirs: I have the honor to report to you on the finances of the Federal
Government for the fiscal year 1963.

The sustained economic expansion which began in early 1961
continued through the calendar year 1963. Business investment
plans, as well as current signs of growth in other sectors of the economy,
point to further substantial gains in 1964. The general reduction in
taxes taking effect in 1964 and the President’s strong efforts to reduce
Government expenditures ensure the enduring vitality of American
free enterprise.

In signing the Revenue Act of 1964 on February 26, the President
termed it the single most important step taken to strengthen our
economy since World War II. The $11.5 billion tax reduction and
structural reform which this law provides have broken rigid tax
patterns and opened the way to beneficial changes in our economy.
Together with the major legislative and administrative measures of
1962, most importantly the investment tax credit and depreciation
reform, it serves as a giant step forward in promoting healthy long-
term economic growth. By stimulating domestic expansion,. the
Revenue Act of 1964 is expected to increase both the demand for and
- the profitability of capital investment at home, thus slowing the .
outflow of U.S. investment capital and advancing our efforts to reduce
the deficit in the U.S. balance of payments. -

Balance-of-Payments Policy

During 1963, the Government heightened its continued efforts to
reduce the deficit in the U.S. balance of payments. A deterioration
in our international accounts during the first half of the calendar
year stemmed primarily from s sharp expansion in the outflow of
long-term portfolio capital from the United States. During the latter
half of the year this deterioration was arrested, and results for the
calendar year demonstrated that progress toward balance was again
underway. : :

Recorded private capital investment abroad during the first half
of 1963 reached an annual rate more than $2 billion higher than in
1962. A Cabinet Committee on Balance of Payments, chaired by
the Secretary of the Treasury, conducted a major review of our
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payments position. Its findings led to President Kennedy’s second
major message on the balance of payments of July 18, 1963. That
message included announcement of a proposed interest equalization
tax designed te dampen the rapidly accelerating outflow of long-term
portfolio capital from the United States. The President estimated
that enactment of this tax, together with the rise in the Federal
Reserve discount rate from 3 to 3% percent, which had occurred just
before his message, might be expected to reduce the annual outflow
of capital from the United States by $1 billion. The President also
proposed administrative measures calculated to reduce by a further
$1 billion annually the balance-of-payments impact of U.S. Govern-
ment overseas expenditures, notably those connected with military
defense and with foreign economic assistance.

As provided in the bill passed by the House of Representatives on
March 5, the proposed interest equalization tax will have the effect
of increasing by approximately one percent a year the cost of foreign
long-term borrowing in the U.S. market. The tax will not affect
normal export trade financing or apply to borrowing by the developing
countries. The tax is designed not to eliminate foreign investment,
but to bring it within the limits of our current capacities—while at
the same time preserving the traditional role of the market mechanism
as the impersonal arbiter in any particular financing. The bill
provides that the tax would apply until the end of calendar 1965.

Reductions in capital outflow during the second half of the calendar
year were largely responsible for a dramatic improvement in the bal-
ance-of-payments position. The deficit on regular transactions,
which had reached the clearly unsustainable seasonally adjusted
annual rate of over $5 billion during the second quarter, dropped to a
rate of about $2 billion in the last half of the year.

The Treasury and the Federal Reserve continued to conduct official
foreign exchange operations in most of the major currencies of the
world during the year. (These operations are explained more fully
elsewhere in this report.) The Treasury continued the sale to foreign
monetary authorities of two series of nonmarketable securities, one
denominated in dollars and the other denominated in the currency
of the buying country. These securities furnish an outlet for the
investment of foreign reserve funds and offer an alternative to gold
purchases. The proceeds from their sale supply the Treasury with
funds for foreign exchange operations. On December 31, 1963,
Treasury obligations of these series were outstanding in the amount
of more than $1.3 billion.

Gold sales for the calendar year were $461 million, compared w1th
$891 million in the preceding calendar year.
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International Monetary and Financial Cooperation

The special borrowing arrangements between the International
Monetary Fund and the Group of Ten countries which became effec-
tive in October 1962, provide that the members of the group will lend
up to a total equivalent of $6 billion in their own currencies to the
Fund if such additional resources should be needed to forestall or
cope with an impairment of the international monetary system.
Thus far it has not been necessary for any of the members of the
Group of Ten to supply additional currency to the Fund for this
purpose, and the Fund’s transactions have been carried out with the
resources available to it from the ordinary subscriptions of member
countries. The availability of these resources, however, gives as-
surance that the major countries are prepared to cooperate in dealing
with the financial problems which might arise from sudden or specu-
lative large-scale movements of capital such as may occur now that
all the major currencies have returned to convertibility.

For the first time, in July 1963, the United States entered into a
standby arrangement with the International Monetary Fund in the
amount of $500 million. The primary purpose of this arrangement is
to facilitate repayments to the Fund by countries which wish to use
part of their dollar holdings for this purpose. Under its Articles of
Agreement the Fund may not hold currencies of a member in excess
of 75 percent of that member’s quota, unless the member itself has
drawn on the Fund. By the end of our fiscal year 1963, the Fund’s
holdings of dollars were rapidly approaching this 75-percent limit, not
as a result of U.S. borrowing, since, up to that time the United States
had never borrowed from the Fund, but as a result of repayments in
dollars by those countries which had. Under the new standby
arrangement, the United States was prepared to draw from the Fund
currencies acceptable under the Fund’s Articles of Agreement and to
sell these currencies for dollars to countries which otherwise would
have had to convert their dollars in world exchange markets. In this
way the dollar’s usefulness in settling international obligations, includ-
ing obligations to the International Monetary Fund, is maintained
while the dollars received by the United States in exchange for the
currencies paid to the Fund are, in practice, withdrawn from the
foreign exchange market and the potential demand for conversion of
dollars into gold is thus reduced.

In February 1964, the dollar holdings of the Fund reached the 75
percent limit. The United States, therefore, made its first drawing of
foreign currency from the Fund. The drawing, made under the
July 1963 standby agreement for $500 million, was equivalent to
$125 million. The drawing was made primarily in equal amounts of
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Deutsche Mark and French francs, with a small portion in Italian lire.
The drawing was designed to cover a number of transactions expected
to take place in ensuing weeks, rather than any single repayment by
another country.

The Finance Ministers of the Group of Ten agreed last October to
examine the international monetary system and its probable future
needs for liquidity, and to evaluate means for meeting these needs.
A Working Group of Deputy Finance Ministers from each country
under the chairmanship of Under Secretary Roosa has met periodically
since then. Along with representatives of the central banks and
officials from the International Monetary Fund, the Bank for Inter-
national Settlements, and the Organization for Economic Cooperation
and Development, they have started a systematic examination of the
present system and its problems with a view to developing possible
new approaches. Related studies have been undertaken by the
international organizations. The discussions of the Group of Ten
are in large part concerned with the problems which may arise when
the United States is no longer supplying additional dollars to the rest
of the world through its balance-of-payments deficit. These discus-
sions, therefore, do not in any way reduce the necessity for eliminating
our balance-of-payments deficit.

International cooperative efforts to provide capital for the economic
progress of the less-developed countries took two significant steps
forward during the year. The Inter-American Development Bank
has proposed to its constituent members an authorization to increase
the Bank’s callable capital by $1 billion. The U.S. portion will be
$411.8 million. This enlargement in callable capital will enable the
Bank to borrow in world financial markets in a manner that will in-
crease its resources for lending without requiring additional payments
by the member governments. The Bank also requested a 50-percent
increase in the member quotas in the Fund for Special Operations,
which is used to finance development credits on flexible terms to deal
with special problems of the member countries. The Fund for Special
Operations is financed, however, by direct contributions from the
member governments, since its loans do not provide the same basis
for borrowing as do loans from the ordinary capital. Of the total
increase in the Fund for Special Operations of $73.2 million, the U.S.
portion will be $50 million. The Congress passed the necessary legis-
lation to enable the United States to subscribe to the proposed in-
creases in resources in January 1964.

The Congress in May 1964 also approved a proposal submitted
by the Administration to authorize an increased contribution by the
United States to the International Development Association. This
Association, an affiliate of the International Bank for Reconstruction
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and Development, makes credits to the less-developed meniber coun-
tries which, because of heavy external debt burdens, cannot afford
the repayment terms of conventional international loans. These
credits, however, serve the same important purpose of economic
development as do conventional IBRD loans. The 17 economically
advanced member countries of IDA have agreed to provide additional
resources aggregating $750 million over a three-year period, beginning
in the fiscal year 1966. The U.S. portion of this contribution, to be
appropriated later, will be $104 million for each of the three years.
This agreement represents an important additional step in the
continuing efforts of the United States to encourage other industrial-
ized nations to share in financing the development of the less fortu-
nate nations of the free world.

Tax Policy

The Revenue Act of 1964 was the third major step in the Adminis-
tration program to revise basic tax policy. Retroactive to January 1,
the act embodies proposals set forth in the tax message of the President
to the Congress of January 24, 1963, which recommended general rate
reductions and various structural reforms. This legislation followed
the Revenue Act of 1962, the second step in the program, which
included an investment credit for business expenditures for productive
equipment. As the first step, the Treasury in mid-1962 had adminis--
tratively issued revised guidelines and procedures for determining
depreciation of plant and equipment for tax purposes.

Taken together, these measures are designed to nourish vigorous
business expansion and sustained economic growth. The balanced
reduction of individual and business income taxes is intended to in-
crease consumption and accelerate investment so that the resultant
rise in national income will be several times the amount of the initial
tax cut.

The investment credit established by the Revenue Act of 1962 and
the more rapid rate of depreciation under the revised guidelines re-
duced calendar 1962 corporate taxes by $2.25 billion. That reduction,
together with the $2.4 billion tax reduction when the Revenue Act of
1964 becomes fully effective, lowers corporation income taxes approxi-
mately 19 percent. Individual taxpayers as a group also receive a tax
reduction of approximately 19 percent when the 1964 act takes full
effect.

The Revenue Act of 1964 includes abundant benefits for small
business. Small corporations gain from the 27-percent reduction in
the corporation tax on the first $25,000 of corporate income, compared
with the average overall reduction in corporation tax rates of 9 percent.
Owners of unincorporated businesses benefit from the larger individual
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rate reductions. They also continue to benefit from the investment
credit and the depreciation reform. These measures, combined, will
significantly strengthen the small business enterprises of the economy.

The entire individual income tax rate structure is improved. Low
income taxpayers benefit from a decrease in the starting rate from
20 to 14 percent and a new minimum standard deduction which frees
from tax all single individuals with incomes up to $900 and all married
couples with incomes up to $1,600. The two provisions afford sub-
stantial tax relief at relatively small cost to individuals whose incomes
are at very low levels.

At the upper end of the rate schedule the top surtax rate on indi-
vidual income falls from 91 percent to 70 percent. Individualssubject
to high individual surtax rates receive increases in aftertax income
which will do much to restore the incentives necessary for the effective
operation of our society. There is no reduction in the alternative tax
rate on net long-term capital gains or on the percentage of capital.
gain excluded from tax. This retention of the alternative tax on
capital gains at 25 percent, together with the reduction of individual
surtax rates, narrows the existing disparity in the tax treatment of
high incomes.

The individual rate reduction occurs in two stages, the first effec-
tive as of January 1, 1964, and the second a year later. The act
provided, however, that shortly after its enactment the withholding
rate on individuals’ wages and salaries be reduced to its final level of
14 percent.

Of the several structural changes in the income tax other than
those in the rate schedules, some raise revenues and some lower
revenues. Although the legislation contains less reform than had
been recommended by the Administration; the changes made, coupled
with those in the 1962 act, provide the largest amount of revenue-
raising reforms in income tax history. The revenue-increasing
provisions in the 1962 act raised $855 million of revenue. The
revenue-increasing changes in the 1964 act will produce gross increases
in the long run of $835 million, compared with $770 million from the
revenue-decreasing provisions.

A number of structural revisions in the 1964 act curtail special
preferences. They include limitations on tax advantages accruing
from group term insurance, bank loan insurance, sick pay exclusion,
casualty loss deduction, the utilization of personal holding companies,
multiple corporation provisions, gifts of future interest, aggregation
of mineral properties for computing depletion, and the realization of
capital gains on sales of real estate resulting from excessive deprecia-
tion; and further reduction of the exclusion of foreign earned income
of bona fide foreign residents. Deductions of certain State and local
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taxes that were difficult of uniform and equitable administration
were eliminated, as was the dividend credit which unduly advantaged
the large investor. All of these provisions increase revenues. The
act also completed the process of placing larger corporations on a
current tax payment basis.

Revenue-decreasing structural changes other than those in the
income tax rate schedules include indefinite extension of the five-year
capital loss carryover; income averaging for an individual ; liberaliza-
tion of the investment credit and certain computations of the retire-
ment income credit; liberalization of deductions for child care expense,
for moving expenses of workers, and for medical expenses of older
persons; and a limited exclusion for gain on the sale of a residence
by older taxpayers. The act liberalizes tax treatment of receipt of
iron ore royalties, certain charitable contributions, installment sales,
and foreign expropriation losses. It repeals the two-percent penalty
tax paid by corporations for the privilege of filing a consolidated
return. Corporations under common control which elect not to take
multiple surtax exemptions are allowed an intercorporate dividends
credit of 100 percent.

As a whole, at 1963 income levels the Revenue Act of 1964 can be
-expected to reduce calendar 1964 tax liabilities by $7.7 billion and
calendar 1965 liabilities by $11.5 billion. (The latter amount includes
the $7.7 billion reduction.) The calendar 1965 effect is virtually the
same as the long-term effect before taking into account any impact
of the reductions upon the economy. Of the $11.5 billion reduction
in 1965, it is estimated that $9.1 billion, or nearly 80 percent of the
total, will go to individuals.

At the 1963 levels of income, the act will decrease revenues in
fiscal 1964 by $1.6 billion and in fiscal 1965 by $8.5 billion. (The
latter amount includes the $1.6 billion reduction.) Since collection
tends to lag behind the accruing of liability, the effects of tax reduc-
tions in terms of receipts appear in a later year than they do in terms
of liabilities. If the rising expansion of business activity expected
to accompany the tax reduction is taken into account, the reduction
in fiscal year tax collections is expected to be $1.4 billion in 1964 and
$4.4 billion in fiscal 1965.

Debt Management

In calendar 1963, a year in which business activity and private credit
demands expanded considerably, the major problem of Treasury debt
management again was to finance a budget deficit and refund debt
maturities without hampering sustained domestic business expansion,
while at the same time bolstering the U.S. international payments posi-
tion. The specific responsibilities of debt management in furthering
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these objectives are reviewed in a later section of this report, dealing
with the fiscal year 1963 (see pp. 17 to 24).

The financing requirements which had to be met during calendar
1963 were determined largely by the $39.0 billion of marketable certifi-
cates of indebtedness, notes, and bonds maturing in that year plus
the new money which had to be raised to finance the calendar year’s
budget deficit of $6.7 billion. Of the $39.0 billion of those maturities,
$2 billion was paid off, $18 billion was extended beyond 1964, and
only $19 billion was placed in 1964 maturities. In addition, one-third
of the net new money borrowed was raised through issues maturing
in longer than one year and $5 billion of the 1964 maturities was ex-
tended through prerefunding. These various operations considerably
reduced the volume of debt which would have to be refinanced in
calendar 1964.

Increases in regular weekly and one-year bill issues, totaling $4.3
billion during calendar 1963, contributed on appropriate occasions to
keeping U.S. Treasury bill rates at levels competitive with short-term
interest rates available in foreign money centers. At the same time,
marketable certificates, notes, and bonds maturing within one year
were reduced, thus enabling the Treasury to keep the overall volume
of short-term Treasury obligations from exceeding the liquidity needs
of the economy. Through advance refundings, the volume of maturi-
ties in subsequent nearby years was also reduced, as demonstrated by a
decline of $3.2 billion during the calendar year in outstanding obliga-
tions maturing in 1-5 years. Debt maturing beyond 5 years was
increased by $5.6 billion, with the largest increase ($3.8 billion)
occuring in the 10-20 year sector. The net result of these structural
changes was an extension of 2 months in the average length of the
marketable debt, from 4 years 11 months on December 31, 1962, to 5
years 1 month on December 31, 1963.
~ In addition to a balanced maturity structure, the Treasury seeks to
maintain a balanced ownership of the Federal debt, in both instances
for the purpose of limiting the possible encouragement to the develop-
ment of inflationary forces. Accordingly, budget deficits have been
financed in recent years so far as possible through drawing on savings
institutions and other nonbank sources of funds rather than on expan-
sion of bank credit.

Lilke that for the preceding year, the budget deficit for calendar 1963
was financed entirely outside the Nation’s commercial banks. U.S.
Government securities held by commercial banks, in fact, declined by
$3.1 billion during the 1963 calendar year. This reduction was
partially offset by an increase of $2.8 billion in the holdings of the
Federal Reserve System, undertaken in order to meet the Nation’s
credit and currency needs during a period of economic expansion.
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In contrast with this net liquidation of $0.3 billion on the part of
the banking system as a whole, savings and other private nonbank
investors increased their holdings of Federal obligations by $4.0 billion
during the calendar year. Further, $2.4 billion represented net
additions to Government investment accounts, which include the
large social security and Government employees’ retirement trust
funds. ‘

A notable feature of the flow of Treasury offerings during the year
was the success of the advance refunding technique in placing new
issues of longer term debt with the public. Of a total of approxi-
mately $15 billion of Treasury offerings with maturities of more than
5 years acquired by the public in calendar 1963, two-thirds resulted
from advance refunding operations. ~ Official agencies—Government
investment accounts and the Federal Reserve—continued, as in pre-
vious years, to purchase Government securities in the market.
Government investment accounts acquired $1.6 billion of over 5-year
issues in the market and the Federal Reserve acquired $0.6 billion.

A variation in financing techniques in the short-term area was the
introduction in August 1963 of a monthly series of one-year Treasury
bills to replace eventually the four quarterly one-year bill issues then
outstanding in the amount of $9.5 billion. The first issue in the
monthly series, for $1.0 billion, was auctioned on August 27 and issued
on September 3. This was followed by issues of similar amounts in
October, November, and December. As a part of this program, the
Treasury retired $2.5 billion of quarterly one-year bill maturities in
mid-October 1963, replacing them in part by interim borrowing in
the form of tax anticipation bills to mature in March 1964.

Interest rates on Treasury bills, which had changed relatively little
during the first 6 months of the calendar year, rose from 3 percent to
3% percent during the latter half of the year in response to an increase
in the Federal Reserve rediscount rate and other measures taken to
maintain short-term rates at levels which would provide no incentive
to an outflow of short-term capital. Other concurrent actions are dis-
cussed in the review of international finance on pp. 53 to 73, below.

As calendar 1964 began, the Treasury again faced the task of
financing a budget deficit and meeting debt maturities in a year of
business expansion. While the enactment of the new tax legislation
removed some uncertainties concerning revenues, the Government’s
financing requirements could not be clearly calculated until the final
action by the Congress on the President’s expenditure proposals.
Nevertheless, it seemed probable in the early months of the year that
the magnitude of Treasury borrowing operations in calendar 1964
would not greatly differ from that of 1963. At the same time, the
sharp reduction in the fiscal 1965 budget deficit, projected at $4.9
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billion compared with $10.0 billion in fiscal 1964, means that most of
the needed borrowing in the latter half of calendar 1964 will be sea-
sonal and temporary and therefore can appropriately be met by issu-
ance of short-term tax anticipation bills which would be retired out
of surplus revenues in the first half of calendar 1965. In any case,
debt management in the current calendar year will again be centered
on financing the debt increase in a manner that will support business
expansion without building inflationary potential, while contributing
to the support of our balance-of-payments position through appro-
priate actions in the short-term maturity sector of the debt.

Dovucras DiLLon,
Secretary of the Treasury.

To THE PrESIDENT PRO TEMPORE OF THE SENATE.
To Ttae SPeEAKER OF THE HoUSE OF REPRESENTATIVES.
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Summary of Financial Operations

For the fiscal year 1963 the administrative budget deficit was $6.3
billion, which was $0.1 billion less than the deficit in 1962. Net
administrative budget receipts increased $5.0 billion to $86.4 billion,
reflecting mainly increases in individual income and corporation tax
receipts and a substantial rise in miscellaneous receipts. Net
administrative budget expenditures were $4.8 billion larger, amount-
ing to $92.6 billion.

CHART 2
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Net receipts of trust funds in fiscal 1963 totaled $27.7 billion and
net expenditures, $26.5 billion, a $1.1 billion excess of receipts.

On the basis of a consolidated cash statement (receipts from and
payments to the public), total receipts from the public during 1963
were $109.7 billion while total payments were $113.8 billion, an excess
of payments of $4.0 billion. _

The total public debt outstanding on June 30, 1963, was $305.9
billion, an increase of $7.7 billion from June 30, 1962. The fiscal
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operations of the Government in 1962-63 and their effect on the
public debt are summarized as follows:

In billions of dollars
1962 1963
Administrative budget receipts and expenditures:
Net receipts (—)--- —81.4 —86.4
Net expenditures. 87.8 92.6
Administrative budget defieit. . ... i 6.4 6.3
Trust receipts and expenditures:
Net 1eCeiPts (=) oo oot aae —~24.3 —-27.7
Net oxpenditiares. o oo e cemecmm e emoaas £25.1 26.5
Excess of expenditures, or receipts (=) 9 -1
Net investments in public debt and agency securities. r.b 2.
Net sales (—), or redemptions of Government agency securities in mark - r—-1.8 -1
Inc{ease (=), or decrease (+) in checks outstanding, deposits in transit (net), 5
@G et me oot e e e m e enme e e menn r— .
Increase (—), or decrease (+) in public debt interest accrued...o.o.....- S ™ -
Change in cash balances, increase, or decrease (—):
Treasurer’s 8CCOUNTL. v v e ceeemememmcmmcmmm e e e mm e nan 3.7 1.7
Held outside TreasUry . o cveemaunemm o oecmcmmcmcmcemcccccmceeannn 10 39 -1 ‘1.6
Increase in public debb. ..o iiieiies 9.2 7.7

r Revised.
*Less than $50 million.

Administrative Budget Receipts and Expenditures
Receipts :

The $5.0 billion increase in net administrative budget receipts
in the fiscal year 1963, to $86.4 billion, followed a rise of $3.7 billion
in 1962 and brought budget receipts to another alltime record.

Economic activity expanded steadily throughout the fiscal year 1963.
Although two 1962 tax changes, liberalized depreciation and the
investment tax credit, reduced the rise in taxes on business profits,
total tax revenues increased $3% billion. An addition of $1.3 billion
to miscellaneous receipts, primarily from nontax sources, brought
the overall rise to $5.0 billion.

A comparison of net administrative budget receipts by major
sources for fiscal 1962 and 1963 is shown below. Additional data for
1963 on a gross basis are presented in table 18.

Increase
1962 1963

Source Amount

Percent

In millions of dollars

Internal revenue:
Individual income taxes.. 45, 571 47, 588 2,017 4.4
Corporation income taxes 20, 523 21,579 1,066 5.1
Excise taxes ... 9, 585 9,915 330 3.4
Estate and gift taxes 2,016 2,167 151 7.5
Total internal revenue. . .. .. oo .o 77,696 81,249 3,654 4.6
Customs dutfes..._.......__. 1,142 ) 5.6
Miscellaneous receipts. 2,572 3,922 1,350 52.5
Budget receipts. ..o eiciccceiias 81,409 86,376 4,967 6.1
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Individual income taxes.—Receipts from individual income taxes
amounted to $47.6 billion, 55 percent of budget revenues. The gain
over 1962 in individual income taxes was $2 billion, 41 percent of the
total increase in net budget receipts. Receipts from taxes withheld
on wages and salaries increased as incomes rose generally in fiscal 1963.
However, taxes other than those withheld dechned slightly as a result
of lower capltal gains in 1962,

Corporation income taxes.—Receipts from corporation income taxes
are dependent primarily on the amount of corporate profits for the
calendar year which ends in the fiscal year.

Profits of corporations rose substantially in the calendar year 1962
despite increased depreciation charges of $2% billion under the new
guidelines. The rise in tax collections from this source, however,
was limited to $1.1 billion because the investment credit enacted in
1962 reduced corporate tax liability by an estimated $1 billion for the
year.

Excise taxes.—Receipts from excise taxes are shown in the following
table.

Inereasei, o;' decrease
1962 1963
Source
Amount
Percent
In millions of dollars
Aleohol $aXeS. oo acaan 3,341 3,442 100 3.0
TODACEO LAXES . - - e e e e 2,026 2,079 54 2.6
Taxes on documents, other instruments, and playing cards..... 159 149 —-10 —6.4
Manufacturers excise taxes. .o oo r5,133 5,610 477 9.3
Retailers excise taxes . iicicccccicccane r421 444 22 5.3
Miscellaneous exeise taXes. oo oo oo icicn e r1,570 1,620 49 3.1
Undistributed depositary receipts and unapplied collections____ £101 66 ~35 —-34.7
Gross BXCISe LAXES - o ne e cccmmccmmcmaocaen 12,752 13,410 658 5.2
Refunds of receipts. ..o 218 216 -2 —-1.1
Transfers to highway trust fund____________._______________ 2,949 3,279 330 11.2
Net excise taXes oo o iomcrmiimnccmm e mmccaaean 9, 585 9,915 330 3.4

r Revised.

Net excise tax receipts, after deduction of refunds and transfers to
the highway trust fund, rose $330 million, or 3.4 percent. This
brought the total to $9.9 billion for the year. Increases were per-
vasive, reflecting the general rise in economic activity in the fiscal
year 1963.

Estate and gift tazes.—Estate and gift tax collections were 7% percent
larger in fiscal 1963 than in 1962. Even so, since estate taxes
are not payable until 15 months after death and the valuation of the
estate is the lesser of the value at time of death or one year later, the
rise did not reflect the strong rise in stock prices during the last three
quarters of fiscal 1963.
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Customs—Customs duty collections amounted to $1.2 billion in
the fiscal year 1963. The rise of 5.6 percent reflected an increase in
taxable imports which accompanied the general advance in business
activity.

Miscellaneous receipts.—Miscellaneous receipts are a nontax rev-
enue source. Such receipts had been depressed in fiscal 1962 by
repayments of foreign loans which had been advanced to 1961. The
rise of $1.3 billion in these receipts in 1963 again reflected substantial
foreign loan repayments. It was bolstered also by larger rent re-
ceipts and repayments to the unemployment trust fund by States.

Estimates of receipts

The Secretary of the Treasury is required each year to prepare and
submit in his annual report to Congress estimates of the public 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.

The estimates of receipts and the legislative and economic assump-
tions upon which they are based are the same as those presented in the
Budget message of the President of January 21, 1964. The message
recommended enactment of the income tax reduction bill, H.R. 8363,
as approved by the House of Representatives except for the reduction
in rates on capital gains unless accompanied by taxation of gains on
property transferred at death. The message also recommended that
the individual income tax withholding rate be dropped from the exist-
ing 18 percent to 14 percent as soon as possible after enactment.
The House bill provided for a decrease to 15 percent starting January
1, 1964. The estimates of revenue for fiscal 1964 and 1965 assumed
that the recommended reduction in the withholding rate would take
effect in February.

The revenue bill of 1964 reduces tax rates and makes various struc-
tural changes in individual and corporate income taxes, and bolsters
economic incentives. Part of the tax reduction will be in effect during
the calendar year 1964 and the remainder during calendar 1965.
When fully effective, it will reduce income tax liabilities by over $11
billion a year. ‘

The rates on taxable individual incomes then will be in a range from
14 percent to 70 percent, compared with the former range from 20
percent to 91 percent. The present first bracket of taxable income
up to $2,000 for single persons, and $4,000 for married couples, which
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has been taxed at 20 percent, will be divided into four equal brackets,
edch of which will be taxed at a different rate below 20 percent.

The combined normal and surtax rates on corporation incomes above
$25,000 is 50 percent for 1964 and will become 48 percent in 1965,
compared with the former 52 percent. Incorporated small businesses
receive an even larger tax rate reduction, since the normal tax rate on
corporation income below $25,000 has been reduced to 22 percent,
compared with the former 30 percent.

Corporations with income tax liabilities in excess of $100,000 per
year have their tax payments moved closer in time to the accrual of
tax liabilities. The speedup of payments starts in the calendar year
1964 and will be completed in 1970, when payments of estimated tax
liabilities greater than $100,000 will be made quarterly as the liability
develops. During the transition to the new payment schedule total
tax payments by these corporations will not exceed the taxes they
would pay under present rates on the same income.
~ Under present law, the excise rates-on distilled spirits, beer, wines,
cigarettes, passenger automobiles, and automobile parts and acces-
sories will be reduced on July 1, 1964, and the tax on general telephone
service will expire on July 1, 1964. The revenue estimates are based
on proposed legislation extending the present rates of these taxes for
“one additional year.

It is further assumed that certain proposals with respect to trans-
portation taxes will be enacted. :

The most significant changes proposed affect commercial and other
users of transportation, and would become effective on July 1, 1964.
These include: Continuing as a user charge the 5-percent excise tax
on air passenger transportation which would otherwise expire on July
1, 1964; instituting a 5-percent tax on air freight; extending to jet
fuels, currently untaxed, the present 2 cents per gallon tax on fuels
used in commercial air transportation; increasing from 2 cents to 3
cents per gallon the tax on all fuels used in general aviation; and
initiating user charges for the inland waterways through a tax of 2
cents per gallon on fuels used in transportation on these waterways.
The receipts from all of these charges will be retained in the general
fund of the Treasury under the proposed legislation.

In addition, a land and water conservation fund has been proposed
to finance planning, land acquisition, and development of recreation
facilities, to be carried out chiefly through grants to States. The
revenues would come to this new fund from existing and new admission
and user fees in national forests, parks, and other recreation areas,
the proceeds from the sale of surplus Government real property, and
transfer of certain motor boat fuel taxes from the highway trust fund.

707-484—64——3 ‘
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Enactment of the 1964 tax bill will accelerate the growth of the
economy toward full employment. Under these conditions the Na-
tion’s output of goods and services is expected to reach $623 billion
in the calendar year 1964, an increase of $38 billion over calendar 1963.
This projection should be taken as the midpoint of a $10 billion range,
from $618 billion to $628 billion. Substantial gains in personal income
and corporate profits before taxes will accompany the growth in output.
Specifically, the calendar year revenue estimates are based on the following
economic assurmptions:

1962 1963 1964
actual preliminary estimate
In billions
Gross national product. . . $554.9 $585.0 $623
Personal income. 442.1 463.0 492
Corporate profits before taxes.. . 46.8 61.7 56

Estimates of tax revenues .cannot be derived directly and simply
from the assumed levels of aggregate economic performance. The
definitions of taxable income in the tax statutes, which determine tax
liabilities, differ from the economic or statistical definitions of income
which are used to measure economic performance. In addition, tax
payments are received by the Treasury after the period in which tax
liabilities are incurred. For example, corporation income tax collec-
tions now lag about 6 months behind the period when the taxable
income was earned; there is also some lag between the time when
individual income and social security taxes are deducted from earnings

and the time employers transfer these sums to the Treasury.

" Under the new income tax rates, which are to be retroactive to
January 1, 1964, tax payments by individuals and corporations will be
reduced by approximately $2.6 billion in the fiscal year 1964 and $8
billion in fiscal 1965, calculated on the basis of calendar 1963 income
levels. These potential gross losses in tax receipts, however, will be
offset in part by increased revenues from the economic stimulus of the
tax cut and a new schedule for quarterly corporation tax payments.
As a result, the net revenue decline from the tax changes is estimated
to be $2.2 billion in fiscal 1964 and $3.1 billion in fiscal 1965.

Despite these losses, revenues are expected to continue rising. In
the fiscal year 1964 revenues are estimated to increase $2.0 billion
over actual receipts in 1963 to a total of $88.4 billion. A further rise
of $4.6 billion to a total of $93.0 billion is estimated for 1965. Receipts
will have risen for four consecutive years by fiscal 1965, reaching a
level $15.3 billion above 1961. This revenue gain reflects the $120
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billion increase in gross national product, estimated for the calendar
year 1964 over actual 1960.

Actual administrative budget receipts for fiscal 1963 and estimated
receipts for 1964 and 1965 are compared by major sources in the
accompanying table. The amount shown for each revenue source is
the net amount after deduction of refunds, transfers to trust funds,
and interfund transactions.

1963 1964 1865 Increase,
Source actual estimate estimate | 1965 over

In millions of dollars

Individual income taxes. ... . ____.__._ 47, 588 47, 500 48, 500 1,000

Corporation income taxes. . .cocaocoroooaooaooo - 21,579 23, 700 25, 800 2,100
Ex0i56 taXeS neucaccuccamanacaaann R - 9,916 10,221 10,987 766
Estate and gift taxes_ . . ocoooooao. - 2,167 2,335 2, 740 405
Customs. - 1,205 1,275 1,460 185
Miscellaneous receipts. - - oo oo oooaeaaeaiaos 3,922 3,369 3,513 144

Administrative budget receipts.....__......_..___. 86,376 88,400 93,000 4,600

Individual income tazes.—Actual individual income tax receipts were
$47,588 million in fiscal 1963. They are estimated to remain virtually
unchanged at $47,500 million in 1964 and then rise $1,000 million to
$48,500 million in 1965. These changes reflect the net effect of the
reduction in tax rates and the anticipated rise in personal income
‘subject to tax.

The effect of the income tax reduction in ﬁsc&l 1964 will be reflected
in reductions in withheld taxes in the last part of the year. The de-
crease in the withholding rate from 18 percent to 14 percent will affect
withheld tax revenues for the whole of 1965 but because of collections
lags the full effect of the second step of the tax reduction will be
delayed until 1966.

Corporation income taxes.—Corporation income tax receipts are ex-
pected. to rise by approximately the same amount, $2,100 million in
both fiscal 1964 and 1965. Rising corporate profits are primarily
responsible since the corporation provisions of the income tax reduc-
tion do not have substantial effects on receipts. The first step of the
corporate rate reduction affects calendar year 1964 tax liabilities which

“for the most part are collected in fiscal 1965. The reduction in tax
liabilities is almost offset, however, by the increase in receipts because
of the proposed acceleration of tax payments.

Euxcise taxes.—Net excise tax revenues, excludlng transfers to the
highway trust fund, are estimated to rise from $9; 1915 million in 1963,
to $10,221 million in 1964, and to $10,987 million in 1965. Fiscal
year 1964 receipts will be reduced by the phasing out of the reduction,
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effective November 15, 1962, of the tax on transportation by air from
10 percent to 5 percent and the repeal of the tax on other transporta-
tion. Receipts in 1965 are increased by approximately $150 million
by proposals for transportation user charges and the recreation and
conservation fund.

Estate and gift taxes—Receipts from this source arise mostly from
collections of estate taxes which are payable fifteen months after death.
The 1963 rise in stock market values will not be reflected in receipts
until fiscal 1965. Combined estate and gift tax receipts are estimated
to increase from $2,167 million in 1963, to $2,335 mﬂllon in 1964, and
to $2,740 mallion in 1965.

Customs.—Customs receipts are estimated to increase from $1,205
million. in 1963, to $1,275 million in 1964, and to $1,460 million in
1965 as a result of the anticipated expansion of economic activity.

Moascellaneous réceipts.—Miscellaneous receipts, after deduction
of interfund transactions are expected to decline from $3,922 million
in 1963 to $3,369 million in 1964 because of reduced receipts in rentals
from Outer Continental Shelf lands and repayment of foreign loans
which had been unusually large in 1963. A rise of $144 million to
$3,513 million is estimated for 1965,

Expenditures

During the fiscal year 1963 administrative budget expenditures
totaled $92.6 billion, or $4.9 billion over 1962. Expenditures by
major functions for fiscal years 1955-63 are shown in detail in table 15.
A summary of expenditures by certain major functions, comparing
fiscal 1963 with 1962, follows:

Increase, or de-
crease (—)
1962 1963
Program ’ ’
Amount
Percent
In millions of dollars

National defense._ -l 51,103 52, 756 1,652 3.2
International affairs and finance 2,817 1 © 2,588 -229 —8.1
Space research and technology. .. 1,257 2, 552 1,295 103.0
Interest payments 9, 198 9, 980 782 8.5
Veterans’ benefits and services.__.._.. 5,403 5,186 —217 —4.0
Agriculture and agricultural resources. 5, 881 6, 954 1,073 18.2
Health, labor, and welfare 4, 538 4,789 251 5.5
Commerce and transportation...._. 2,774 2,843 69 2.5
Other 1 5,449 5, 507 58 L1
Less interfund transactions...c-eceee o vmeimomcoiacamaaace 633 513 —120 —14.0
Total... 87,787 92, 642 4,855 5.5

1 Includes programs relating to natural resources, housing and community development, education, and
general government,

National defense expenditures in fiscal 1963 accounted for almost
60 percent of total expenditures; interest payments accounted for
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10.8 percent; veterans’ benefits and services, over 5 percent; and
agriculture and agricultural resources, 7.5 percent.

Estimates of expenditures

Administrative budget expenditures in the fiscal years 1964 and
1965 are estimated at $98.4 billion and $97.9 billion, respectively.
The following shows, by major functions, the estimated expenditures
for 1964 and 1965, as compared with the immediately preceding
fiscal year:

Increase, Increase,
1963 1964 or de- 1965 or de-
Program actual | estimate | crease (—), | estimate | crease (~),
1964 from 1965 from
1963 1964

In millions of dollars

National defense. ..o oo oo iiccaaooo 52,755 55,297 2,542 53,979 —1,318
International affairs and finance. 2,588 2,447 —141 2,248 —199
Space research and technology ... ________ 2,552 4,400 1,848 4,990 590
Interest payments..._ . 9,980 10, 701 721 11,101 400
Veterans’ benefits and services. ..o 5,186 5,362 176 5,081 —281
Agriculture and agricultural resources. . - 6,954 6,070 —884 4,907 —1,163
Health, labor, and welfare_......__... - 4,789 5,533 744 5,832 299
Commerce and transportation. - 2,843 3,151 308 3, 069 —82
Other1_____ . _____ .. ___ 5,507 6,129 622 7,293 1,164
Less interfund transactions. .. .._..____ 3 685 172 600 —85
Total.oeaoo. 92, 642 98, 405 5,763 97,900 —505

1 Includes programs relating to natural resources, housing and community development, education, and
general government,

Trust Receipts and Expenditures
Receipts

The increase of $3.4 billion in net trust receipts in fiscal 1963 to
$27.7 billion, was due principally to the rise in the combined social
security tax rate from 6)% percent to 7% percent, effective January 1,
1963. .

Net trust receipts for fiscal 1963, by certain of the major sources,
are shown below, compared with 1962.

Increase, or decrease
Source 1962 1963
Amount
Percent
In millions of dollars

Employment taxe: 12, 561 14,862 2,301 18.3
Deposits by States, unemployment insurance 2,729 3,009 280 10.3
Excise taxes 2,949 3,279 330 11.2
Interest on trust funds. _ - 1,433 1,477 44 3.1
Other trust receipts ¥____.__ .. _____._.____ - 5,146 5, 567 421 8.2
Less interfund transactions. ... ... ... ... o____....._. 528 505 ~23 —4.4
Net trust fund receipts. oo v oo 24,290 27, 689 3,399 14.0

1 Includes Federal employee and agency payments to retirement funds, veterans’ life insurance premiums,
and other miscellaneous trust receipts.
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Estimates of receipts

Trust receipts in the fiscal years 1964 and 1965 are expected to
continue to rise, with the greater increase taking place in 1964, the
-first full fiscal year under the increased social security tax rates.
Estimated trust receipts by major sources for the fiscal years 1964 and
1965 are compared with the immediately preceding fiscal year in the
following table:

Increase, Increase,

1963 1964 or de- 1965 or de-
Program actual | estimate | crease (~), ] estimate | crease (—),
1964 from 1965 from

1963 1964

In millions of dollars

Employment taxes. .- oo iiiieiaaaoos 14, 862 16,777 1,915 16, 996 219
Unemployment tax deposits by States.... - 3,009 2,900 —109 2, 825 —75
Excisetaxes. . ... . .___. - 3,279 3,478 199 3, 504 26
Interest on trust funds 1,477 1, 589 112 1, 669 80
Other trust receipts . ._..._..._ - 5, 567 5, 907 340 6,355 448
Less interfund transactions. .. - 505 | - 488 -17 477 -1

Net trust fund receipts. .- oo ooeoeeoeennaas 27,689 30,163 2,474 30,872 709

1 Includes Federal employee and agency payments to retirement funds, veterans’ life insurance premi-
ums, and other miscellaneous trust receipts.

Expenditures

During fiscal 1963 trust expenditures amounted to $26.5 billion,
$1.1 billion less than net trust receipts and $1.4 billion greater than
trust expenditures in fiscal 1962.

Total trust expenditures in the fiscal year 1963, by major functions,
are shown below, compared with 1962:

Increase, or de-

crease {(—)
1962 1963
Program
Amount
Percent
In millions of dollars
National defense. ... . ccccccaanean 366 679 313 85.5
International affairs and finance. 15 44 29 193.3
Veterans’ berefits and services.._...... 733 835 102 13.9
Agriculture and agricultural resources. . 398 507 109 7.4
Health, labor, and welfare__ . 20, 382 21, 855 1,473 7.2
Commerce and transportatio 2,662 2,877 215 8.1
Other d.. . ..ol 1,113 253 —860 -77.3
Less interfund transaction 528 505 —23 —4.4
Total trust expenditures.. . .o 25, 141 26, 545 1,404 5.6

1 Includes programs relating to natural resources, housing and community development, education, and
general government, and net transactions in deposit fund accounts.

In fiscal 1963 health, labor, and welfare programs accounted for
82.3 percent of total trust expenditures; commerce and transportation
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programs, principally the highway trust fund, made up almost 11
percent.

Estimates of expenditures

It is estimated that trust fund expenditures in the fiscal years 1964
and 1965 will be $29.3 billion and $29.4 billion, respectively. The
following table shows, by major functions, the estimated trust expendi-
tures for 1964 and 1965, compared with the immediately preceding
fiscal year:

Increase, Increase,

1963 1964 or de- 1965 or de-
Program actual | estimate | crease (—~), | estimate | crease (=),
1964 from 1965 from

1963 1964

In millions of dollars

Natfonal defense...... ... 679 867 188 1,231 364
Internationsl affairs and finance. . 44 86 42 9 13
Space research and technology ... oo oo ooaioloamoaenaas ™* * 2 2
Agriculture and agricultural resources. 507 475 —~32 442 —~33
Commerce and transportation 2,877 3,394 517 3, 466 72
Heaslth, labor, and welfare._. 21, 855 22, 669 814 23, 549 880
Veterans’ benefits and services. 835 642 ~193 495 —147
Other . . 253 1,670 1,417 565 —1,105
Less interfund transactions_. ... ... ..._...... 505 488 -17 477 —11

Total trust funds.. ..o . 26, 545 29,315 2,770 29,372 57

* Less than $500,000.
1 Inctudes natural resources, housing and community development, education, and general government,
and net transactions in deposit fund accounts.

Receipts from and Payments to the Public

The Government’s receipts from and payments to the public,
or cash income and outgo, must be referred to when considering the
impact on the private economy of the Government’s financial trans-
actions. Total receipts from and payments to the public are
obtained by adding administrative budget receipts and expendi-
tures to trust fund receipts and expenditures with an appropriate
deduction for intragovernmental transactions, and adjustments
to expenditures for debt issuances in lieu of checks, the change in
checks outstanding, and certain other transactions involving no
exchange of cash with the public. For a more detailed explanation
of this subject, see page 31 of the 1962 annual report.

During fiscal 1963 total receipts from the public amounted to
$109.7 billion, while total payments to the public were $113.8 billion,
an excess of payments amounting to $4.0 billion. The following
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summary shows receipts from and payments to the public for the
fiscal years 1962 and 1963, with estimates for fiscal 1964 and 1965:

Actual Estimated
Receipts from and payments to the public 1962 1963 1964 1965
In mibions of dolars

Receipts from the public:
Administrative budget receipts (met) ... ... 81,409 86,376 88,400 93,000
Trust and other receipts (net) _ .. .. ... ... 24,290 27,689 30,163 30,872
- Intragovernmental and other noncash transactions (—).] —3,834 —4,326 —4,197 —4,130
Total receipts from the public._. ... .. ... ... 101,865 | 109,739 | 114,366 119, 742

Payments to the public:

Administrative budget expenditures (net) - oo ... 87,787 92,642 98,405 97, 900
Trust fund and other expenditures (et). . ..o _oooo .. 25,141 26, 545 29,315 29,372
Intragovernmental and other noncash transactions (—)-..| —5,266 | —5,436 | —5,016 —4,582
Total payments to the public. . oo oo omaaao. 107,662 | 113,751 | 122,704 122, 690
Excess of cash receipts from, or payments to (—) the public....| —5,797 | —4,012 | —8,338 —2,948

Investments of Government Agencies in Public Debt and Agency
Securities (Net)

Investments in public debt and agency securities usually are made
pursuant to legislative requirements, and provide interest income on
funds not needed to meet current expenditures. They are generally
reported at par. In fiscal 1963 purchases for public enterprise funds
and trust funds exceeded sales by $1,298 million; purchases for certain
deposit funds constituting Government-sponsored enterprises exceeded
sales by $771 million.

Sales and Redemptions of Securities of Government Agencies in the
Market (Net)

Certain Federal agencies have authority to issue their securities as
a means of financing operations, as explained in the following para-
graphs. Reported at par value, transactions in the securities of these
agencies during fiscal 1963 resulted in net redemptions of $435 million;
transactions in securities of Government-sponsored enterprises
resulted in net issuances (sales) of $1,457 million. :

Corporatlons and Certain Other Business-Type Activities of the U.S.
i Government

The various business-type programs administered by Government
corporations and certain other agencies are financed by appropriations,
capital stock subscriptions, borrowings from the U.S. Treasury or
the public, or by utilizing revenues derived from their own operations.
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Agencies having legislative authority to borrow from the public
must have the approval of the Secretary of the Treasury regarding
the terms of the securities to be offered prior to their issuance (31
U.S.C. 868). Agencies exempt from the approval requirement must
consult with the Secretary of the Treasury on their proposed offerings.

Loans or advances of funds made by the Secretary of the Treasury,
pursuant to the terms of the borrowing authority, are evidenced by
formal securities of the agencies or agreements executed between the
Secretary and the head of the borrowing agency. These borrowings,
or advances, are reported in the financial statements of the agencies
as part of the Government’s net investment in the enterprise.
Advances by the Treasury in fiscal 1963, exclusive of refinancing
transactions, totaled $8,456 million; repayments during the year
amounted to $7,919 million. The outstanding loans and advances as
of June 30, 1963, totaled $29,172 million.

New congressional authority to borrow from the Treasury granted
in fiscal 1963 amounted to $977 million and reductions of borrowing
authority totaled $691 million, a net increase of $286 million. Unused
authority as of June 30, 1963, amounted to $20,928 million, compared
with $21,180 million on June 30, 1962. The status of the borrowing
authority of these corporations and agencies is shown in table 110.

Interest rates applicable to borrowings from the Treasury, except
where fixed by law, are determined from month to month by the Treas-
ury, taking into consideration the cost to the Government in effecting
its borrowings in the current market as reflected by the prevailing
market yields on Government securities having maturities approxi-
mately equivalent to the advances or loans made to the agencies.
Table 111 gives a description of the securities of the Government
corporations and agencies held as of June 30, 1963, together with the
applicable interest rates.

Payments in the form of interest, dividends, and distribution of
earnings are made either on the basis of the operating results of an
enterprise, or in compliance with legislative requirements. During
fiscal 1963, $562 million was received in the Treasury as interest
payments on advances to agencies and $169 million as other payments.
Details regarding these payments are contained in table 114.

Financial statements submitted to the Treasury

Government corporations and agencies submit to the Treasury
quarterly statements of financial condition, income and expense, and
source and application of funds; statements of long-range commitments
and contingencies are submitted semiannually. These reports serve
as the bases for combined statements compiled by the Treasury.
Individual and combined financial statements, including statements
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of income and expense and source and application of funds, are
published periodically in the Treasury Bulletin.

Business-type activities included in the administrative budget
category are the public enterprise and intragovernmental revolving
funds, and revenue producing activities financed by general and special
funds. The total combined assets, including interagency items, of
these administrative budget funds amounted to $84,883 million as of
June 30, 1963. The combined liabilities, which also include inter-
agency items and consist primarily of accounts payable and borrowings
from the public, amounted to $7,645 million. Borrowings from the
Treasury are not included in liabilities; they are considered part of the
Government’s investment. Comparable totals for business-type
activities included in the trust fund category as of June 30, 1963,
were $14,317 million of assets and $9,107 million of liabilities.

In fiscal 1963 the total combined income of Government corpora-
tions and business-type activities included under administrative
budget funds amounted to $14,059 million; total expenses amounted
to $17,395 million, resulting in an overall net loss of $3,336 million.
Public enterprise revolving funds, which account for the majority of
business-type transactions, experienced a combined net loss during the
yéar of $3,520 million. Operations of the intragovernmental revolving
funds and general and special funds resulted in a combined net income
‘of $184 million. Those public enterprise funds whose net income
or Joss during the year accounted for most of the net loss of $3,336
million included:

Net income, '
orloss (-)
in milions

Post Office Department, postal fund_ . ... _________________
Export-Import Bank, regular lending activities.______________________
Commodity Credit Corporation . . - ... oo
Federal National Mortgage Association:
Special assistance functions. __________.__.___
Management and liquidating functions______
Veterans’ Administration, direct loan program____

Tennessee Valley Authority_ .. ____ ..
Federal Housing Administration._ . _ - ... oo

Summary statements of financial condition of Government corpora-
tions and other business-type activities, as of June 30, 1963, are
shown in table 112.

Account of the Treasurer of the United States

The account of the Treasurer of the United States is printed in
summary balance sheet form in the Daily Statement of the United
States Treasury, and in more detail in table 57. Briefly, the account
" consists of three major categories: Gold,silver,and the general account.
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As of June 30, 1963, the value of the gold on hand was $15,733 million,
held principally at the Fort Knox Depository with lesser amounts in
the mints and assay offices. Gold liabilities included $15,613 million
of gold certificates issued to Federal Reserve Banks and held as
- reserves against Federal Reserve notes and for the redemption of
U.S. notes, etc. The free gold balance was $120 million. Silver
bullion and silver dollars included in the assets totaled $2,144 million,
against which liabilities of silver certificates (currency issued against
free silver, etc.) totaled $2,126 million, leaving a balance of silver
totaling $18 million. Assets of the general account, $12,116 million
as of June 30, 1963, included gold and silver balances against which
there were no specific legal liabilities or reserves, cash in the form of:,
currency and coin, unclassified collections, and Government funds on
deposit with Federal Reserve Banks and other depositories.
During the fiscal year there was an increase of $1,686 million in the
balance of the Treasurer’s account. The net change during the year
is accounted for as follows:

Transactions affecting the account of the Treasurer of the United States, fiscal year 1963
In millions of dollars]

Balance June 30, 1962 . e 10, 430
Excess of deposits, or withdrawals (—), Budget, trust, and
" other accounts:
DePOSItS oo o e o e ideneo 114, 454
WHthATAWAIS . - o o oo oo e 118,477 —4, 023
Excess of deposits, or withdrawals (—), public debt accounts:
Increase in gross public debt_ ... __.___. 7, 659
Deduct:
Excess of Government agencies’ investments
in public debt securities. .. _. 1,981
Accrual of discount on savings bonds and
bills (included in net increase in gross
public debt above) ..o __. 2, 858
Less certain public debt redemptions (in-
cluded above in withdrawals, budget,

trust, and other accounts)....__._______ —1, 824
Total deductions_ _ _ - oo __. —3,015 4,644
Excess of sales of Government agency securities in the market. .. _... 26

Net transactions in clearing accounts (documents not received or
classified by the Treasurer of the United States).._..____ mmemeeam 1,039
Balance June 30, 1963 _ . _ e 12,116

Public Debt Management

Economicconditions—by affecting both revenues and expenditures—
influence significantly both the size of the Treasury’s borrowing task
and the market in which Government securities are sold. Thus, an
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essential element of the environment in which decisions on public debt
mangement are made is the state of the economy. Moreover, the
manner in which the Treasury meets its primary responsibility of
raising the funds needed to cover Government expenditures and refi-
nance maturing securities has important implications for the financial
markets and the. general economy. These implications must be
appraised in arriving at the choice of instruments, their terms, and
timing, which constitute the management of the debt.

In fiscal 1963 the administrative budget deficit requiring financing
amounted to $6.3 billion. The Federal debt (the public debt and
guaranteed obligations not owned by the Treasury) actually rose a
little more than this, increasing $7.8 billion to $306.5 billion on
June 30, 1963. As a result, there was a $1.7 billion increase in the
cash balance of the Treasurer of the United States.

CHART 3

The Federal Debt- Semiannually since 1946
$8il.

300+~ June 2?/\1

275~
June 52,

(«/l/ﬂe 48

1 Including public debt and guaranteed obligations.

Treasury borrowing in the economic environment of fiscal 1963
required a careful balancing of several objectives of public debt
management. Business activity continued to expand and private
credit demands rose to new record levels, increasing the competition
for available funds. At the same time, persisting high levels of un-
employment and unused plant capacity provided evidence that
expansionary forces still needed encouragement if the economy’s
human and physical resources were to be more fully used. In these
circumstances, the very substantial flow of savings that remained
available for investment in longer term securities offered an oppor-
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tunity to continue progress in restructuring the debt. At the same
time, the volume of longer term offerings and the technique used to
place this debt had to be carefully accommodated .to the absorptive
capacity of the market. Meanwhile, the tendency for investment
funds to flow abroad and aggravate a deterioration in the U.S. balance-
of-payments position during the fiscal year required positive steps
to reduce and eliminate incentives to the transfer of these funds
abroad.

More specifically, the U.S. balance-of-payments position made it
appropriate to put more stress on using debt management, in coopera-
tion with monetary policy, to bring U.S. short-term interest rates
into better alignment with rates available in major money centers
~ abroad so as to minimize the outflow of short-term funds from this
country. Yields on three-month Treasury bills rose from about
2% percent at the close of fiscal 1962 to about 3 percent at the close
of fiscal 1963. Shortly after the end of the fiscal year, short-term
yields moved up further and for balance-of-payments reasons the
Federal Reserve discount rate was raised from 3 percent to 3%
percent.

However, the fact that the economy continued to be characterized
by excessive levels of unemployment and unused plant capacity
made it inappropriate similarly to bring upward pressure on long-term
interest rates through debt management operations. A premature
increase in long-term rates occasioned by Government demands in
the short-term area could have slowed the rise in private business
activity and in long-term credit demands, both of which clearly were
desirable in terms of domestic goals. Treasury debt management, .
accordingly, was directed toward avoiding pressure on the long-term
markets while at the same time continuing an orderly program to-
ward maintenance of a sound, well-balanced debt structure. Re-
flecting these efforts, and the continuation of a high rate of savings
in the economy, yields on long-term Treasury bonds and corporate
bonds at the close of fiscal 1963 were approximately the same as at
the end of June 1962 and were actually lower than in December 1961.
Municipal securities yields showed little net change during fiscal 1963
while mortgage yields moved lower throughout the year. Shortly
after the close of the fiscal year, President Kennedy proposed a special
interest equalization tax on American purchases of foreign stocks
and bonds to slow the outflow of U.S. long-term capital without
artificially attempting to raise U.S. long-term interest rates to levels
inconsistent with the pattern of domestic savings and investment.

With business activity continuing to rise, Treasury debt management
policy had to bear in mind the possibility that increased issues of
Treasury bills in fiscal 1963, designed to bring upward pressures on
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key short-term interest rates, might unless otherwise offset make the
economy overly liquid and create potential inflationary pressures.
This potential threat to an orderly economic environment was avoided
by reducing the volume of short-term Treasury issues other than bills
and by successful placement of substantial amounts of intermediate
and long-term bonds.

Debt management in the fiscal 1963 environment, as in other recent
years, has had to face the task of bringing about an acceptable
halance among these various domestic and international objectives.
The major results which have been achieved during the past 2%
years are summarized in the paragraphs which follow.

The short-term problem

In the 2)% years from December 1960 through June 1963 the
Treasury increased the outstanding volume of regular Treasury bills
(3-month, 6-month, and Il-year series) by $14.8 billion. To help
make room for these increases, the Treasury exercised strict control
over other short-term debt, both new coupon issues and outstanding
obligations falling into the l-year sector as a result of the passage of
time. In consequence, coupon issues maturing within one year
increased by only $2.2 billion over the period.

v CHART 4
Structure of the Under |-Year Marketable Debt
$8il.

Seasonal 884
{ Tox onticipation bills)

Coupon

lssves
60+ — .

Regulor Weekly
*~and I-Year Bills

. . K .
Nore.—Coupon issues include all certificates, notes, and bonds maturing within one year,

While short-term marketable debt increased on a net basis between
December 1960 and June 30, 1963, chart 4 shows that the upward
trend was reversed in fiscal 1963. In that year the Treasury was able
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to make a net reduction of $3.1 billion in total under 1-year debt,
while adding $7.0 billion to the volume of regular weekly and 1-year
Treasury bills. This was accomplished in part by the introduction of
prerefundings, a variation of the advance refunding technique in
which holders of securities maturing within 1 year are offered new
and longer issues in exchange for their current holdings. In the
first prerefunding operation, undertaken in September 1962, almost
$8 billion of securities maturing within the succeeding 8 months was
exchanged for 4-year 11-month or 9-year 11-month obligations, thus
clearing the way for new financing, particularly new bill financing,
in the critical under 1-year area.

Debt restructuring: the contribution of advance refunding

The part which advance refunding has played in restructuring the
marketable debt beyond the one-year area is shown in chart 5. The
chart covers the period beginning with 1959, when legislation facilitat-
ing advance refunding was enacted.

CHART 5

Role of Advance Refunding in Restructuring the
Over |-Year Marketable Debt

:j_“' 1t0 5 Yeor Maturities 8l 510 20 Year Maturities
.-
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40»
or-
20> 20v 20 Years and Over

In the 1- to 5-year area, as noted above, a major purpose has been
to keep the outstanding volume under control so as to avoid undue
spillover into the short-term sector. As shown in the chart, there
was a hea(vy concentration of maturities in the 1- to 5-year area in
1960, when the advance refunding technique was still in its experi-
mental stages. Between the end of 1960 and the close of fiscal 1963,
however—a period during which the total marketable debt increased
by $14.5 billion—outstanding 1- to 5-year maturities were reduced
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by nearly $13 billion, from $70.8 billion on December 31, 1960, to
$58.0 billion at the end of fiscal 1963. Of the $58.0 billion, $15.3
billion or 26 percent resulted from advance refunding operations.

In the maturity groups of more than 5 years, advance refunding
had the major advantage of maintaining ownership on the part of
longer term investors without the need for operations which might
prove disturbing in the market or might divert new savings funds
from private uses. On June 30, 1963, more than half of the out-
standing obligations in the 20-year and over area had originally been
issued in advance refunding operations. In the 5- to 20-year range,
the proportion due to advance refunding was approximately one-
fourth. Since December 1960, restructuring of the debt has resulted
in an overall increase of $17.3 billion in maturities of 5 years or
longer—$2.8 billion more than the increase in the total marketable
debt over that period. In consequence, despite the shortening effects
of the passage of time, the average length of the Federal debt has
increased appreciably, from 4 years 7 months at the end of calendar
1960 to 5 years 1 month on June 30, 1963.

It may be noted that in the 20-year and over area, $550 million
of the approximately $14}% billion debt outstanding on June 30, 1963,
resulted from a recent innovation in Treasury finance, the sale of
long-term bonds through competitive bidding. This technique is
still in an experimental stage, and the Treasury will continue to
explore it and other new procedures for improving the debt structure
whenever circumstances are propitious.

Commercial bank ownership

In addition to maintaining a balanced debt structure in terms of
maturities, the Treasury must seek to maintain a debt ownership
pattern which will give the least possible encouragement to the
growth of inflationary forces. In particular, the Treasury has not
wished to rely on commercial bank holdings of highly liquid short-
term debt in excess of amounts that these banks feel necessary to
support such growth in their deposits and other assets that is in
accord with the basic needs of the economy.

. Between December 1960 and June 1963, when under one-year debt,
excluding seasonal financing, increased $17.0 billion, commercial bank
holdings of Government securities increased only $2.3 billion. All of
the increase, however, took place before fiscal 1963. Between June
30, 1962, and June 30, 1963, commercial bank holdings declined $0.8
billion. ;

For the entire banking system, there was a net increase of $1.6
billion in holdings of U.S. Government securities during the fiscal
year, reflecting the decline of $0.8 billion in commercial bank owner-
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ship and an increase of $2.4 billion in the holdings of the Federal
Reserve. Thus almost four-fifths of the $7.8 billion increase in the
public debt during fiscal 1963 was financed outside the banking sys-
tem, in accordance with the Treasury’s objective of financing the
budget deficit without generating an inflationary potential.

It may be noted also that a marked extension in maturity length
occurred in the Government portfolios of commercial banks during
fiscal 1963. This was due in part to the continued search for higher
earnings to cover increased interest rates permitied on time deposits
in commercial banks beginning in January 1962. Between June 30,
1962, and June 30, 1963, commercial banks reporting to the Treasury
Survey of Ownership reduced their holdings of marketable U.S. Gov-
ernment obligations maturing in 1 year or less by $7.3 billion. At
the same time these banks added $1.3 billion to their holdings of 1-
to 5-year maturities and $5.3 billion to maturities of 5- to 10-years.
Maturities of over 10 years declined by $0.9 billion.!

Further details on' changes in ownership during fiscal 1963 on the
part of both bank and nonbank investors are found on pp. 36 to 40.

Market yields

Chart 6, which shows market yields of U.S. Government securities
at constant maturities in recent years, illustrates the extent to which
" the Treasury and the monetary authorities have been successful in
helping to maintain short-term rates at levels which are competitive
internationally, while causing only slight upward pressures in the
longer term area.

As indicated in the chart, the market rate for 3-month Treasury
bills, which averaged approximately 2% percent in December 1960,
had risen to approximately 3 percent by June 1963. Shortly after
the end of the fiscal year further increases were required to maintain
equilibrium with competitive rates abroad.

In contrast with short-term movements, the 20-year Government
rate remained relatively stable, ranging on a monthly average basis
from about 3% percent to about 4% percent during the 2% years
ending in June 1963. Long-term rates in the private sector of the
economy showed no tendency to rise in response to pressures being
exerted in the shorter maturity areas. On the contrary, during the
two-year period from June 1961 to June 1963, when bill rates were
rising fairly consistently, rates on high grade corporate bonds, on
municipal obligations, and on mortgages actually declined.

1 The figures relating to the maturity structure of commercial bank heldings include only the holdings
of commercial banks reporting to the Treasury Survey of Ownership. For further details see table 55.

707-484—64—4
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CHART 6
Market Yields at Constant Maturities' 1960-63

June 1/953

1 Estlmate s o . . rnme surilsat 1, 5. 2 yars, k dst ras on bills;
monthly averages of end of week figures.
'PUBLIC DEBT OPERATIONS IN FISCAL 1963 *

The primary area in which the Treasury works toward its debt
management objectives is the marketable debt. On June 30, 1963,
$203.5 billion, or approximately two-thirds of the Federal debt of
$306.5 billion, was in marketable issues. Of the total $7.8 billion
increase in the debt during the year, $7.4 billion was accounted for
by increases in marketable obligations. A summary of changes in
the debt during the year is shown in the accompanying table.

June 30, June 30, | Increase, or
1962 1963 decrease (—)
Class of debt
In billions of dolars
Public debt:
Interest bearing:
Public issues:
Marketable.... 196.1 208.5 7.4
Nonmarketable. 53.4 53.6 .2
Total public iSSUeS.mm e cmeee e 249.5 |« 257.2 7.6
Special issues to Government investment accounts_....... 4.9 4.8 -.1
Total interest-bearing public debt. ... _vcmeemrocamoanoos 204.4 302.0 7.5
Matured debt on which interest has ceased. . coeacomaccnoaaa .4 .3 -1
Debt bearing no interest..c...-- [ . 3.3 3.6 .3
Total public debt -- 298.2 305.9 7.7
Guaranteed obligations not owned by Treasury. . -eeecaececoann .4 .6 .2
Total gross public debt and guaranteed obligations.......... 208.6 308.5 7.8

Exclusive of the refinancing of regular weekly, 3-month, and
6-month bills, the Treasury issued $77.4 billion of new marketable
obligations during the fiscal year. Of this total, $16.5 billion was
issued for new cash, including $5.5 billion of seasonal borrowing
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which was retired before the end of the year. The remaining cash
borrowings reflected not only demands on the Government’s funds as
a result of the budget deficit but also replacements of unexchanged
portions of maturing securities in refundings and some limited addi-
tions to cash in the last month of the fiscal year in anticipation of
fiscal 1964 needs.

In addition to new cash operations, $45.0 billion of securities was
issued to refund maturing obligations, either through exchange offers
or through payment in cash and the simultaneous offering of new
issues. The remaining $15.9 billion of new securities issued in fiscal
1963 represented obligations issued in the course of refunding out-
standing issues in advance of maturity.

Marketable debt is issued by the Treasury in the form of obligations
ranging in maturity length from 3 months for certain Treasury bills
to 40 years or more in the case of the longest Treasury bonds. It is
essential for the Treasury to offer a wide range of maturities if it is
to reach all types of demand for Government securities. The dis-
tribution among the various maturity classes of the $77.4 billion of
new obligations issued during fiscal 1963 is summarized in the following
.table.

Maturity at issuance Amount tssued,
1 year and under: Jfiscal 1963
Bills: t {In billions of dollars)
Increases in regular 3-month and 6-month weekly series..______ 4.5
Strip bill series 2. . oS 1.0
1-year series. _ ... e 9.5
Tax anticipation series. .. ... 5.5
Total bills . .- oo 20. 5
Certificates . - . oo e 24.1
Total 1 year and under. . ieaoe 44. 6
Over 1 year:
18 YeaTS e o e
510 FOATS o e e e e mm—— e 13. 4
10 years and over. _ e 3.2
Total over 1 year_ . _ e 32.7
Total marketable. .- .- . oo__ 77. 4

1 Excludes refinancing of regular weekly bills, .
2 idditional amounts of a series of outstanding Treasury bills maturing over a period of consecutive
weeks, )

New money operations in the regular bill market (exclusive of -
seasonal borrowing), which raised the volume of outstanding bills by
$7.0 billion, took place during most months of the fiscal year.
As the year began, the Treasury was in the midst of a cycle of in-
creases in regular weekly bills which added a total of $200 million
each week to the 3-month and 6-month series. This program was
followed until mid-August 1962, when the cycle of increases in the
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3-month series was completed. Weekly increases of either $100 mil-
lion or $200 million in the 6-month series were continued through
early January 1963, and resumed again for an 8-week period beginning
March 28 and ending May 16. A strip of bills in the amount of
$1.0 billion, offered in mid-November, added $100 million to each of
the 10 bill issues maturing between January 17 and March 21, 1963.
Including the strip-bill offering, regular 3-month and 6-month,
Treasury bills outstanding amounted to $37.7 billion on June 30, 1963,
an increase of $5.5 billion over June 30, 1962.

One-year bills were increased by a total of $1.5 billion through
additions of $0.5 billion each at the refundings of the maturities of
October 1962, January 1963, and April 1963. Seasonal borrowing in
the form of tax anticipation bills was also undertaken in October
1962 and in February and March 1963, as shown in the table on page
30.

These continued financing operations in the bill market, in combina-
tion with Federal Reserve policy, supported the objective of bring-
ing more upward pressure on Treasury bill rates, as was shown in
chart 6. After a rise in July 1962, which carried the 3-month rate
to almost 3 percent, short-term rates fell off somewhat in September
and October. Partly in response to this situation, the Federal Re-
serve took action to avoid putting further downward pressure on
bill yields when it supplied bank reserves to meet seasonal needs.
Instead of buying Government securities, largely Treasury bills,
the Federal Reserve released reserves in October through reducing
reserve requirements against time deposits in member banks.

By mid-November 1962 the offering rate on new 3-month Treasury
bills had again moved up beyond 2.80 percent. The rate continued
to advance irregularly during the remainder of the fiscal year, with
the offering rate on the shortest bills averaging close to 3 percent in
June 1963. .

The $24.1 billion of one-year certificates issued in fiscal 1963
represented largely replacements of maturing obligations issued in
the cash refunding of August 1962 and in the exchange operations of
November 1962, February 1963, and May 1963. The details of
these offerings are shown in the table on page 30.

The rates on new offerings of certificates in fiscal 1963 reflected
the other efforts to maintain short-term rates. Certificates, like all
-coupon issues priced by the Treasury, are offered at prices to yield
an interest return as close to prevailing market rates as is consistent
with a successful operation, in order to keep the interest cost to the
Treasury at a reasonable minimum. Offering rates on these obliga-
tions ranged between 3% percent and 3% percent during the fiscal
year; the last issue, that of May 1963, carried a rate of 3% percent.
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- The Treasury’s major progress in debt restructuring in fiscal 1963
was accomplished as a result of advance refunding operations. Al-
though the major purpose of the first operation of the year of this
type, the prerefunding of September 1962, was to clear the way for
new financing in the under one-year area, it also contributed sub-
stantially to lengthening the debt by adding $5.3 billion to 1- to 5-
year debt and $2.6 billion to the debt at the far end of the 5- to 10-
year area.

In the advance refunding of March 1963 the Treasury took the
novel ‘step of combining a prerefunding and a junior advance re-
funding to place new issues in each of three longer maturity areas:
the 1- to 5-year, the 5- to 10-year, and the 10-year and over. In all,
$29.0 billion of outstanding securities was included in the double
operation. Owners in the prerefunding group (holders of $18.7
billion of issues maturing from August 1963 through February 1964)
were given the opportunity of exchanging their holdings for 3-year
11-month notes, 8-year 8-month bonds, or 16-year 11-month bonds.
Owners in the junior advance refunding group (holders of $10.3
billion of issues maturing in November 1965 and in February, August,
and November 1966) were offered in exchange either an 1l-year
8-month bond or the longest bond (16-year 11-month) included in
the prerefunding offer. Two of the eligible issues included in the
prerefunding were being given their second opportunity for extension,
and one of the eligible issues in the junior operation had been issued
in the advance refunding of March 1961. This genealogy illustrates
the flexibility with which the advance refunding technique can make
available to investors new U.S. Government obligations in preferred
maturity areas at times and in amounts suitable to their needs.

In both the advance refunding operations of fiscal 1963, cash
adjustments were made to provide terms of exchange equally attract-
tive to the holders of all eligible issues. The terms in most previous
operations of this type also included such adjustments.

The March 1963 advance refunding, which resulted in a larger:
dollar volume of exchanges than had occurred previously in an
operation of this type, made a substantial contribution to debt
restructuring. A total of $8.0 billion of eligible holdings was ex-
changed: $4.3 billion for the notes, $2.6 billion for the medium-term
bonds of 1971 and 1974, and $1.1 billion for the bonds of 1980.
Further details of this operation, including allotments to subscribers,
are shown in the tables on pages, 30, 31, and 32.

While advance refunding has proved the major instrument for
debt restructuring in recent years, the Treasury has continued to.
take advantage of other favorable occasions for lengthening the debt.
In three of the four regular refundings of fiscal 1963 (the cash refunding
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of August 1962 and the exchange offers of November 1962 and
February 1963) the options offered investors included 5- to 10-year
maturities in addition to the customary short-term obligations.
The cash refunding offer of August 1962 also included a 30-year bond.
Owing to market conditions prevailing at the time, the options in
the last refunding of the fiscal year, that of May 1963, were limited
to a l-year certificate and a 2-year 9-month note.

- Two cash offers of the fiscal year were notable in that they repre-
sented sales of Treasury bonds through competitive bidding by
syndicates of security dealers and banks, with the syndicate bidding
the highest price receiving the entire issue. This competitive bidding
procedure applied to bonds was a departure from the usual practice
of offering such issues on the basis of a predetermined price and rate.
Preparations for this pioneering event went on over a considerable
period. On September 14, 1962, the Treasury announced that it
would offer about $250 million of bonds at competitive bidding
within the next 6 months.and urged all interested persons and insti-
tutions to submit their views on the procedural and other aspects of
the operation. Subsequently, meetings were held in which Treasury
representatives explained the purposes and conditions of the forth-
coming auction and again asked for comments and suggestions.

Announcement of the auction of $250 million 30-year 1-month
bonds due in 1993 and callable in 1988 was made on December 20,
1962. The Treasury stated that the bonds would be offered to
underwriters for competitive bidding on January 8; the underwriters
in turn were required to make a bona fide reoffering of 'all of the bonds
to the investing public. A few days before the auction it was an-
nounced further that bidders would be given a choice of a 4-percent
or a 4%-percent coupon.

The bid of the winning syndicate, for a 4-percent coupon, resulted
in an interest cost to the Treasury of 4.008210 percent, calculated to
maturity—several basis points less than would have been required
in a subscription offering. The bonds were offered by the syndicate
at par and were rapidly disposed of to the pubhc with the major
part going to savmgs type investors.

Encouraged by this experience and by the good reception which had
been accorded the 17-year bonds offered in the March advance
refunding, the Treasury announced on March 20 that $300 million of
31-year 1-month obligations due in 1994 and callable in 1989 would be
auctioned on April 9. Optional coupon rates of 4 percent and 4%
percent were again offered. The winnirig bid, in this instance for a
4}-percent coupon, resulted in a cost to the Treasury of 4.093145
percent. Although the basis cost of money to the Treasury provided
by the winning bid was thus higher than that of the January auction,
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the relationship of this bid to other prevailing yields in the market
was approximately the same.

The new auction bond was priced by the syndicate at 100.75 per
$100 of face amount to yield 4.082 percent to maturity. Investors
showed only limited interest in the bonds at this rate, and reportedly
one-half of the issue remained unsold when the syndicate terminated
price restrictions on April 25. The Treasury has emphasized that
bond auctions remain experimental, with testing under varying
conditions essential to gauge the receptivity of the market to this type
of offering.

One further cash offering beyond the short-term area was made
before the end of the fiscal year. An upward revision in the debt
limit toward the end of May 1963 (as reviewed below), made it
possible for the Treasury to make a small start in June on the financing
requirements of the new fiscal year. Accordingly, on June 6, 1963,
the Treasury announced a cash offer at par of $1% billion 4 percent
7-year 2-month bonds to mature in August 1970. Subscriptions in
amounts up to and including $100,000 were to be allotted in full,
while amounts subscribed over $100,000 would be allotted on a
percentage basis. The Treasury indicated at the time of the announce-
ment that it was prepared to enlarge the issue by 10 to 15 percent if
investor interest proved sufficiently extensive.

The major purpose of the $100,000 full-allotment prov151on was the
encouragement of subscriptions from small banks and others who
might hesitate to guess at what the Treasury’s allotment percentage
might turn out to be. A high minimum, it was believed, would
considerably broaden the area reached 1mt1ally by Treasury cash
offers outside the bill market.

The response to this offering far exceeded the Treasury’s expecta-
tions. Subscriptions numbered almost 24,000 and amounted to
approximately $16% billion. Since there was a possibility of undue
speculative activity, the Treasury in cooperation with the Federal
Reserve took unusual steps to weed out duplicate subscriptions.
Nevertheless, in order to cover the basic allotments of $100,000 and
give at least tradeable allotments to regular market participants, the
issue was increased to $1.9 billion and percentage allotments on sub-
scriptions of more than $100,000 were set at the very low figure of 5
percent. :

The following tables summarize the financing operatlons during the
fiscal year and show the results of the public offerings of marketable
Treasury securities, excluding the refinancing of regular weekly bills.
Table 43 shows allotments by investor classes. The exhibits on
public debt operations give details of public offerings and allotments
by issues in tables and representative circulars.

'
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Public offerings of markelable Treasury securities excluding refinancing of regular
weekly bills, fiscal year 1963

[In millions of dollars}

Issued for cash Issued in
exchange

Date Description of security
Fornew|For re- |For ma-{ In ad- | Total
money {funding| turing | vance
issue |refund-

ing
BonDs, NOTES, AND CERTIFICATES OF INDEBTEDNESS

1962
Apr. 1| 1349 exchange note—Apr. 1, 19671, ______..___._.__ 222
Aug. 15 | 3369, certificate—Aug. 15, 1963_____ 6, 851
Aug. 15 | 4% bond—Feb. 15, 1969.... . _.o_.___._.._ 1,844
Aug. 15 | 4149 bond—Aug. 15, 1987-92 (issued at 101) 365
Sept. 15 | 334% note—Aug. 15, 1967 . o ceoeoo 5,282
Sept. 15 | 4% bond—Aug. 15, 1972.. . comoovm il . 2, 579
Qct. 1 | 119, exchange note—Oct. 1, 1967 ¢ 457
Nov. 15 | 3389, certificate—Nov, 15, 1963_.. 4,856
Nov, 15 | 3}49, note—Nov. 15, 1965. 3,286
Nov. 15 | 4% bond—Feb. 15, 1972 .. o eaeeann 2,344
Dec. 15 | 374% bond—Nov, 15, 1971 additional at 99.50...._._ 41
Dec. 15 | 4% bond—Feb 15, 1980 additional at 99.50._._._.____ 34

1968 -
Jan. 17 | 4% bond—Feb. 15, 1988-93 auction b_..__.___ ...

Feb. 15 | 314% certificate—Feb, 15, 1964......._.
Feb. 15 | 334% bond—Aug. 15, 1968 additional
Mar. 15 | 354% note—Feb. 15, 1967___._______._
Mar. 15 | 3%6% bond—Nov, 15, 1971 additional.
Mar. 15 | 374% bond—Nov. 15, 1974 additional .. _._........_..
Mar. 15 | 4% bond—TFeb. 15, 1980 additional
Apr. 1| 1149, exchange note—Apr. 1,1968 . _________________
Apr. 18 | 4149 bond—May 15, 1939-94 auction 6.
May 15 | 3%4%, certificate—May 15, 1964.______ -
May 15| 3%4% note—Feb, 15, 1966 additional. .
June 20 | 4% bond—Aug. 15, 1870. -~ oo oe v eeececee e

Total bonds, notes, and certificates. ..o-...__...

BILLS ? (MATURITY VALUE)

1962
Increases in regular weekly bill offerings:
July through September_ ... ...} 2,002 [oo_o__foooooo
October through December .
1968 January through March. ... ... | 292 |.iiocofaeeae
April through June. ... oo | 698 i) iimcccc et
Total increases 4,503
1962 Other bill offerings:
July 15| 8.257% 1 year—July 15, 1963___ ... oo | 1,988 ) Ui (- 2,004
Oct. 3| 2.616% 170-day (tax anticipation) Mar. 22, 1963. .| 8,005 - - 3,005
Oct. 15 | 2.969% 1 year—Oct. 15, 1963_ . .. ._.._____.. 49 1,813 190 {oeaoaoos 2, 500
Nov. 15 | 2.866% 94.5-day average for strip &. 1,001
1968
Jan., 15| 3.015% 1 year—Jan, 15, 1964 . . oceocommenmoooameaons 495 | 1,962 2,496
Feb. 6 | 2.929% 138-day (tax anticipation) June 24, 1663. 1,001 (... 1,001
Mar. 229} 2.8556% 94-day (tax anticipation) June 24, 1963. . g L5802 .. ..o 1, 502
Apr. 15| 3.062% 1 year—Apr. 15,1864 . ... ____._ 500 | 1,017 2, 501
Total bills..____. e aeesmcaeceacoe 12,504 | 7,680 20, 513
Total public offerings. . . oo ... 16,537 § 11,368 | 33,605 | 15,868 | 77,378

1 Issued only on demand in exchange for 234% Treasury Bonds, Investment Series B-1975-80.

2 Issued subsequent to June 30, 1962. .

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

¢ Includes cash payments of $93,000 for the 374% bonds and $101,825.for the 4% bonds on exchange of Series
F and G savings bonds.

$ The bonds were sold to asyndicate on the basis of corpetitive bidding for reoffering to the public. The
winning bid was $99.85111 per $100 of face amount for a 4%, coupon, resulting in a net basis cost to the Treasury
of 4.008210% calculated to maturity.

¢ The bonds were sold to a syndicate on the basis of competitive bidding for reoffering to the public. The
winning bid was $100.55119 per $100 of face amount for a 4}4% coupon, resulting in a net basis cost to the
Treasury of 4.093145%, calculated to maturity.

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

8 Consists of additional amounts of ten series of outstanding regular weekly Treasury bills, $100 million
maturing each week from Jan. 17 through Mar. 21, 1963,

9 Additional to issue of Feb. 6, 1963,
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Disposition of marketable Treasury securities excluding regular weekly bills, fiscal year
1963

[In millions of dollars}

Security Re- | Exchanged for
Date of deemed| new security
refund- . . for cash
ing or or Total
retire- carried | At In ad-
ment Description and maturity date Issue date | to ma- | matu- | vance
tured | rity re-
debt funding
BoNDS, NOTES, AND CERTIFICATES OF
INDEBTEDNESS
1962
Aug. 15 | 4% note~Aug. 15, 1962 oo aciaaen- Sept. 26,1957 154 L 3 PO, 158

Aug. 15 | 3149, note-Aug. 15, 1962___

Sept. 15 | 3149, certificate-Feb, 15, 196
Sept. 15 | 256% note-Feb. 15, 1963. .
Sept. 15 | 344% note-Feb. 15, 1963 _.
Sept. 15 | 3149, certificate-May 15, 1963
Sept. 15 | 314%, note-May 15, 1963 __
Sept. 15 | 4% note-May 15, 1963_
Oct. 1 | 1%9%, note-Oct. 1, 1962.
Nov. 15 | 334% note-Nov. 15, 1962.
Nov. 15 | 3149, note-Nov, 15, 1962__._
Nov. 15 | 2149, bond-Dec. 15, 1959-62__
Nov. 15 | 2349 bond-Dec. 15, 1960-65 2._ ... ___.._...___

Feb. 15,1961 | 3,534 (13,791 |........ 7,325

1963 :
Feb. 15 | 3169, certificate-Feb. 15, 1063 oo oomveememos Teb. 15,1962 50 | 50660 | ... 5,719
Feb. 15 | 254% note-Feb. 15, 1063, ... Apr. 15,1958 o1 | 1896|2220 1,487
Feb. 15 | 3149, note-Feb. 15, 1963.__ Nov. 15,1961 84| 2175 |20 2,259
Mar. 15 | 3147, certificate-Aug. 15, 1963 .. ______.._. Aug. 15,1962 |....___|..____. 1,671 1,671

Mar. 15 | 2149, bond-Aug. 15,1963
Mar, 15 | 3389, certificate-Nov, 15, 1963 ... _________
Mar. 15 | 3% bond-Feb. 15, 1964 .___
Mar, 15 | 3149, note-Nov. 15,1965__
Mar. 15 | 3%6% note-Feb. 15, 1966__
Mar, 15 | 3% bond-Aug. 15,1966__._
Mar. 15 | 3349, bond-Nov, 15, 1066.
Apr. 1} 1%9% note-Apr.1,1963__._
May 135 | 3149, certificate-May 15, 1963,
May 15 | 4% note-May 15, 1963___.__
May 15 | 314% note-May 15, 1963 . ... ____....___.

Total bonds, notes, and certificates. ... |-cco.o.....__. 6,070 | 32,474 | 15,866 | 54,410
BILLs .
1962
July 16 | 2.908% July 15, 1962 . . oo cocoeoeeeeeeos 15,1961 | 1,988 116 |ceemeens 2,004
Sept, 21 | 2.8069%, (tax anticipation) Sept. 21, 1962. . 23,1962 (81,802 |--cuoo oo 1,802
Oct. 15 | 2.975% Oct. 15, 1962_ . oo . 16,1961 1,813 1190 |ameaene- 2,003
1968
Jan, 15 | 3.366% Jan. 15,1963 ool Jan. 15,1962 { 1,962 139 [oooeaes 2,001
Mar. 22 | 2.616%, (tax anticipation) Mar. 22, 1963 Oct. 33,1962 133,005 [.covcuce]oncancan 3,005
Apr. 15 | 2.943% Apr. 15,1963 ... ___. Apr. 151962 | 1,917 184 |ovemenen 2,001
June 24 | 2.9299%, (tax anticipation) June 24, 1963. .| Feb. 6,1963 31,000 |_..____j.o.o.. 1,001
June 24 | 2.855% (tax anticipation) June 24, 1963____...__ Feb. 16,1963 {31,502 |-ccceoo]oceaouc- 1, 502
Total bills. - e s 14, 990 329 {oo... 15,319
Total seeurities. ..o ool 21,060 | 32,803 { 15,866 { 69, 729

1 Accepted in payment in lieu of cash,
2 Called on Aug. 14, 1962, for redemption on Dee. 15, 1962,
3 Including tax anticipation issues redeemed for taxes.

As was evident on various occasions during the year, debt manage-
ment operations in fiscal 1963 had to be conducted within a debt
limit which at times considerably restricted flexibility of action. In
.an act approved July 1, 1962, Congress for the first time had attempted
t¢ fit changes in the debt limit to the seasonal pattern of Treasury
financing. Temporary ceilings above the $285 billion permanent
limit were authorized as follows: $308 billion from July 1, 1962,
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Allotments of marketable Treasury securities other than regular weekly bills, fiscal year
19631 .

{In millions of doliars]

Allotments by investor

classes
U.S. Gov-
Date of . ernment
finane- Description of security Amount jinvestment| Com- .
ing issued accounts |[mercial] All
and banks?| others
Federal
Reserve
Banks
1962 BonDs, NOTES, AND CERTIFICATES OF INDEBTEDNESS
Aug. 15| 3189, certxﬁcate—Aug 15, 1963-C 3 6, 851 3,804 | 1,080 1,967
Aug. 15 | 4% bond—Feb. 15, 10693 1,844 100 | 1,201 453
Aug. 15 | 4149 bond—Aug. 15 1987- 365 50 115 200
Sept. 15 | 334% note—Aug. 15, "1967~A _ 5,282 21 | 3,585 1,676
Sept. 15 | 49, bond—Aug. 15, 1972._.___ 2,579 320 | 1,146 1,113
Nov. 15 | 314% certificato—Nov. 15, 1963-D ... 4, 856 3,796 431
Nov. 15 | 316% note—Nov. 15, 1065-B.____ 3,286 11 2,238 1,047
Nov. 15 | 4% bond—Feb. 15, 17 N 2,344 6 1,504 834
Dec. 15 { 374% bond—Nov. 15, 1971 additional....... 41 ™) 39
Dec. 15 | 4% bond—Feb. 15, 1980 additional ... _____.._._._____ 34 ™) 1 33
1968
Jan. 17 | 4% bond-—Feb. 15, 1988-93 ¢__ .. ... . ... ... 250 |ocmoeceeoan 50
Feb. 15 | 3% certlﬁcate—f‘eb 15, 1964-A.___ 6, 741 3,923 | 1,512 1,306
Feb. 15 3 34%, bond—Aug. 15, 1968 additional. 2,490 15| 1,635
Mor. 15 | 3% poterTebe 15 1000 B onal- 4287 20| 2711 1,56
Mar, 15 7/§% bond—Nov. 15 1971 additional. 1,515 30 923
Mar, 15 | 374% bond—Nov. 15 1974 additional___ 1,074 152 491 431
Mar. 15 | 4% bond—Feb. 15, 1680 additional.____. 1,131 124 278 729
Apr. 18 | 418%, bond—May 15 1989—944 ............ 1 134
May 15 3%‘; certificate—May 15, 1964-B 5,693 3,327 1 1,327 1,039
May 15 | 398% note—Feb. 15, 1966-B additionai_ .. 3,273 85 2,033 1,155
June 20 4% bond--Aug. 15, B Uy R 1,906 {oecacoaaoa: 886 1,020
BILLS
1962
July 15| 3.2579% July 15, 1963 1, 008
Oct. 3| 2.616% (tax anticipation) M 30
Oct. 15 ] 2.969% Oct. 15, 1963 1,011
Nov. 15 | 2.866% strip 8. 426
1968
Jan. 15| 3.015% Jan. 15, 1964 ... «ocoo oo iccae s 2,496 62 1,331 1,103
Feb. 6 [ 2.929%, (tax anticipation) June 24, 1963 1,008 [oceoieaae. 416 585
Mar. 22 { 2.855% (tax anticipation) June 24 1963 additional.. .. 1,602 |ceccmaeaae 714 788
Apr. 15 { 3.062% ADr. 15,1964, v vviemmm s 2,501 12 1,192 1,197

* Less that $500,000.

1 Excludes 1349, 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 Offerings of these securities, subject to allotments, were made for the purpose of paying off maturing
securities in cash. Holders of the maturing securities were not offered preemptive rights to exchange their
holdings but were permitted to present them in payment or exchange, in whole or in part, for the new issues.

4 Sold at competitive bidding with allotment distribution hased on sales reported by syndicate members .

s Consists of an additional $100 million each of ten series of outstanding weekly bills issued in a strip on

- Nov. 15, 1962, maturing Jan. 17 to Mar. 21, 1963, inclusive.

through March 31, 1963; $305 billion from April 1 through June 24,
1963; and $300 billion from June 25 through June 30, 1963. The
successive declines were intended to reflect the fact that, under
favorable circumstances, it is possible to reduce or liquidate the
seasonal borrowing of July-December during the heavy tax payment

months of April and June. The extent to which this can in fact be
accomplished is dependent of course, on the budgetary situation at
the time.
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Before the end of calendar 1962 it became apparent that the
reductions scheduled for April 1 and June 25, 1963, were unrealistic
in view of the budgetary deficit anticipated for fiscal 1963 and the
financing which would be required during the final quarter of the
fiscal year. On January 17, 1963, President Kennedy included in his
budget message a request for legislation that would extend the current
$308 billion temporary debt limit through the remainder of fiscal
1963. Following this message, Secretary Dillon appeared before the
" House Ways and Means Committee on February 27 in support of the
proposed legislation. See exhibit 15.

The House took no immediate action, and the lower ceiling of
$305 billion went into effect on April 1, 1963. On May 15 the House
acted on the Treasury’s request by passing legislation establishing
temporary himits of $307 billion through June 30, 1963, and $309
billion for the first two months .of fiscal 1964. Kach of these limits
was $1 billion below the levels requested. It was believed that by
the end of August 1963 a clearer view of probable tax changes, as
well as appropriations for fiscal 1964, would be possible.

On May 28, 1963, after Secretary Dillon had appeared before the
Senate Finance Committee urging passage of the House bill (see
exhibit 16), the Senate passed the requested legislation and it was
approved by the President on the following day. The new legislation
made it possible for the Treasury once more to take advantage of
favorable circumstances for the programming of new money operations.

Public nonmarketable debt increased by $0.2 billion during the
year, reaching $53.6 billion on June 30, 1963. This relatively small
net change nevertheless comprised substantial increases and decreases
in the various types of public nonmarketable interest-bearing debt
outstanding. The largest change during the year was a $0.8 billion
decline in investment series bonds. As in the past, this change was
due principally to the exchange of nonmarketable Series B investment
bonds for marketable 5-year, 1% percent exchange notes.

During fiscal 1963 the Treasury expanded the foreign borrowing
operations begun a year earlier, when for the first time since 1918
the Treasury borrowed directly from foreign official agencies. Inno-
vations in foreign borrowing operations during fiscal 1963 included
a lengthening of the original maturity of the securities involved
through the issuance of notes and bonds as well as certificates.
Foreign nonmarketable securities increased by $0.3 billion during
fiscal 1963, reaching $1.3 billion on June 30. This total includes $0.5
billion of certificates of indebtedness, and $0.8 billion of the longer
term securities, denominated in both foreign currencies and U.S.
dollars, issued to foreign governments and central banks. In keeping
with the needs of foreign central banks, certain of the notes and bonds
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provide for the possibility of conversion into short-term U.S. obliga-
tions denominated in the same currency as the original security,
whether U.S. dollars or foreign currency.

In some cases these securities issued to central banks have been
specifically designed to deal with special operations. For example, a
$58.0 million Treasury note was issued with an original maturity of
five years, redeemable before maturity for the purpose of purchasing
promissory notes held by the Export-Import Bank of Washington.
These nonmarketable foreign series and foreign currency series
securities, issued at interest rates equal to those prevailing for com-
parable maturities in the U.S. market, provide foreign central banks
and governments with attractive investment possibilities as an
alternative to purchases of gold from the United States or of U.S.
securities in the money market.

In January 1963 the Treasury inaugurated a new nonmarketable
security, the U.S. retirement plan bond, in accordance with the
Self-Employed Individuals Tax Retirement Act of 1962 (26 U.S.C.
401-05). These bonds may be purchased only in connection with
bond purchase plans and pension and profit-sharing plans as described
in the 1962 act. There was less than $1 million of the retirement
plan bonds outstanding on June 30, 1963. Treasury Department
regulations governing the issuance of the new retirement bonds will
be found in exhibit 12.

Class of security June 30, June 30, Increase, or
1962 1963 decrease (—)
In millions of dollars
U.S. savings bonds: :
Series B o e ece e am————eene 38,260 39,166 906
[ o T SO 8, 695 7,193 ) 498
Subtotal E and H_ 44,955 486, 359 1,404
Series F and G. 853 246 -607
Series J and K._ 1,799 1,709 ~90
Subtotal savings bonds. . .. eocaan 47, 607 48,314 707
Certificates of indebtedness:
Foreign series . et 860 465 —395
Foreign currency series.-.. 75 25 -49
Treasury notes—Foreign series....._. S . 183 183
Treasury bonds—Foreign currency Series. ..o oo oo oocommecnclocmomaconans 604 604
Treasury certificates. ... ..........._... - 2 2
U.S. retirement plan bonds. . - ™ *)
Treasury bonds:
REA SOIHeS. oo oo et - 25 27 2
Investment series.... - 4,727 3,921 —806
Depositary bonds. .o oo e —mm———— 138 103 —35
Potal interest-bearing public nonmarketable issues....._...._ 53, 431 53, 645 214

*Less than $500,000.
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U.S. savings bonds, which are demand securities payable at guaran-
teed redemption values, account for the largest portion of the non-
marketable public debt. Series E and Series H, the only savings
bonds currently being sold, increased by $1.4 billion during the year,
reaching a total of $46.4 billion on June 30, 1963. These two series,
purchased principally by individuals, represented over 15 percent of
the total interest-bearing debt at the end of the fiscal year 1963. Out-
standing savings bonds of Series F, G, J, and K declined by $0.7 billion
during the year. Of this total, $75 million of Series F and G bonds
maturing in 1963 and 1964 was exchanged for marketable bonds
maturing in 1971 and 1980 during the special offering effective Decem-
ber 15, 1962. Issuance of F and G bonds was discontinued in 1952
and only about $100 million of the outstanding amount had maturities
beyond December 1963 ; consequently, the exchange offer was made to
holders of all remaining unmatured bonds in these series rather than
being limited as during similar offerings in the past to bonds maturing
in the coming calendar year. The December 1962 offer was also the
first in which holders of F and G bonds were given the option of a
longer term as well as a medium-term security. At the close of fiscal
1963, $48.3 billion of interest-bearing savings bonds was outstanding,
a net increase of $0.7 billion during the year.

In September 1962 the Treasury announced that taxpayers would
be offered the option of receiving tax refunds in the form of Series E
savings bonds, beginning with refunds due on calendar 1962 income
tax payments. During the second half of fiscal 1963 approximately
237,000 E bonds with a cash value of over $19 million were issued to
taxpayers requesting refunds in this form.

Although the provisions of the legislation approved October 5, 1961
(26 U.S.C. 6109) did not in terms apply to interest payments made on
obligations of the United States issued by the Treasury Department,
the Secretary of the Treasury decided that the Treasury should place
itself on the same plane as other obligors insofar as feasible. To
accomplish this objective, the Treasury initiated a program during
the fiscal year 1963 to obtain taxpayer identifying numbers (social
security account numbers or employer identification numbers) from
current recipients of interest payments on Series H-and K savings
bonds and marketable Treasury bonds and notes in registered form.
In this same connection, to facilitate future reporting of such interest
payments to the Internal Revenue Service, the Treasury made provision
for obtaining the pertinent taxpayer identifying numbers in the regis-
tration of all future issues of those securities.
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OWNERSHIP OF FEDERAL SECURITIES

Of the $306.5 billion Federal debt outstanding on June 30, 1963,
$151.7 billion, or almost one-half, was in the hands of private nonbank
investors. This group comprises individuals (including partnerships
and personal trust accounts), insurance companies, mutual savings
banks, savings and loan associations, nonfinancial corporations,
pension funds, foreign and international accounts, State and local
governments, nonbank dealers, and nonprofit associations. Commer-
cial banks and Federal Reserve Banks together held $96.4 billion,
representing nearly one-third of the debt. The remaining $58.4
billion was held in Government investment accounts, primarily
social security and unemployment trust funds, veterans’ insurance
funds, and Government employees’ retirement funds. These figures
are graphically presented in chart 7.

CHART 7

Ownership of the Federal Debt, June 30, 1963
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Private nonbank investors acquired $4.4 billion of the total $7.8
billion increase in the Federal debt during fiscal 1963. In addition,
Government investment accounts absorbed $1.9 billion of the total,
and the banking system (commercial and Federal Reserve Banks)
accounted for the remaining $1.6 billion. Investor class ownership
of Federal securities on selected dates is presented in the following
table.
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Ownership of Federal securities ! by investor classes on selecled dates, 1941-63

{Dollar amounts in billions]

Change
June 30, Feb. 28, June 30, June 30, ( during fis-
1941 1946 2 1962 1963 cal year
1963
Estimated ownership by:
Private nonbank investors:
Individuals 3. _____.._._._.___ $11.2 $64.1 r$64.7 $65.5 $0.8
Insurance companies. .. o 7.1 24.4 11.3 10.8 —.5
Mutual savings banks. ——- 3.4 11.1 6.3 6.1 —.1
Corporations 4. . ... ... 2.0 19.9 r19.6 20.2 N
State and local governments.._.__. .6 6.7 19.7 20.7 1.0
Foreign and international é._._.__. .2 2.4 4.1 15.8 1.7
Miscellaneous investors .. ____._.. .5 6.6 11.6 12.5 .9
Total private nonbank investors. 25.0 135.1 r147.3 151.7 4.4
Federal Government investment ac- - i
8.5 28.0 56.5 58.4 1.9
19.7 93. r85.2 64.4 —-.8
2.2 22.9 29.7 32.0 2.4
55.3 279.8 208.6 306. 5 7.8
Percent of total
Percent owned by:
Private nonbank investors:
Individuals_ ... 20 23 22 P N I
Other ool 25 25 28 . 7
Total ___________ e e 45 48 49
Federal Government investment ac-
counts_._....... 15 10 19
Commercial banks__ 36 34 22
Federal Reserve Ba 4 8 10
Total gross debt outstanding. ... 100 100 100

¢ Revised.

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

2 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.

$ Includes the investments of foreign balances and international accounts in the United States.

ﬂdI%cllides savings and loan associations, nonprofit institutions, corporate pension trust funds, and dealers
and brokers.

Individuals increased their ownership of Federal securities during
the fiscal year by $0.8 billion. They remained the largest single
investor group in the Federal debt ownership structure. A $1.3
billion increase in holdings of Series E and H savings bonds was
partially offset by continued redemptions of the discontinued Series
F, G, J, and K savings bonds and a small net liquidation of marketable
issues. Sales of E and H savings bonds in fiscal 1963 were at a five-
year peak. Although this is basically a reflection of the sharp in-
crease in all forms of individual savings during the period, much of
the increase, particularly in sales of small denomination Series E bonds,
can be credited to the effective savings bonds campaigns conducted
throughout the year.

Holdings of Federal securities by insurance companies on June 30,
1963, amounted to $10.8 billion, $0.5 billion less than a year earlier.
A little more than one-half this total ($5.6 billion) was held by life
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insurance companies which continued to reduce their holdings of
shorter term governments, by a net $0.6 billion liquidation during the
fiscal year. By participating in the two advance refundings during
the year and liquidating other shorter term holdings, life companies
increased the average maturity of their marketable holdings by one-
half year to an average of slightly more than 21 years.

The. remaining companies in the insurance group, fire, casualty,
and marine insurance companies, made small net additions to their
- holdings of Federal securities during the year. In contrast to life
insurance companies, the fire, casualty, and marine group held pre-
dominantly short-term obligations. Almost ninety percent of their
marketable Federal holdings on June 30, 1963, had maturities of less
than 10 years, with an average maturity length for these holdings of
less than 6 years.

Mutual savings banks held $6.1 billion of Federal securities on
June 30, 1963, which was $0.1 billion less than a year earlier.

Corporations added a net $0.6 billion to their holdings of Federal

securities during fiscal 1963. Large manufacturing companies (pri-
marily producers of automobiles and basic metals) accounted for the
entire increase. Net additions to corporate holdings represented
mainly a funding of larger amounts of Federal tax liabilities which
exceeded $14 billion on June 30, 1963, the highest June 30 level since
1953.
" State and local governments showed an increase of about $1 billion
in their holdings of Federal securities during the fiscal year, partly
as the result of market conditions which made capital borrowing by
municipalities particularly attractive. Federal securities were used
as an investment outlet for proceeds of these borrowings which were
temporarily idle before being utilized. More than one-half of the
$14.4 billion Federal securities held by general purpose municipal funds
on June 30, 1963, mature in the twelve months of fiscal 1964. How-
ever, there remains a sizeable investment in longer term securities,
primarily in endowment and sinking funds. State and local employee
retirement funds held $6.3 billion of Federal securities on June 30,1963,
which was $0.3 billion more than a year earlier. The investments of
these funds are concentrated in the longest term Treasury securities
and the- average maturity of their marketable U.S. Government
issues at the end of fiscal 1963 exceeded 20 years.

Foreign balances invested in Federal securities increased by $1.6
billion during the year, to $10.4 billion on June 30, 1963. Of this
total, $1.3 billion was in the form of special, nonmarketable securities
(denominated either in dollars or in certain foreign currencies) which
were issued directly to foreign monetary authorities. International
and regional institutions increased their holdings by $0.1 billion, to
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$5.4 billion at the close of the fiscal year. Major changes were a
$0.3 billion increase in the special noninterest-bearing notes issued to
the International Monetary Fund and a decrease of $0.2 billion in the
marketable securities held by the International Bank for Reconstruc-
tion and Development.

Other investors held approximately $12.5 billion of Federal securities
on June 30, 1963. Almost one-half of this total represented . the
$6.2 billion holdings of savings and loan associations which showed
an $0.8 billion increase during fiscal 1963. Activity of the remaining
investor groups (nonprofit associations, nonbank dealers, corporate
pension funds, and certain smaller institutions) resulted in very
little net change during the year.

Government investment accounts added $1.9 hillion to their
holdings of Federal securities during the year. Of the $58.4 billion
held on June 30, 1963, $44.8 billion, or over three-fourths of the total,
was in the form of special securities issued only to these accounts.
The largest increases in holdings were registered by the Government
employee retirement funds ($1.1 billion), the Federal home loan
banks ($0.6 billion), the unemployment trust fund ($0.5 billion), and
the Federal Savings and Loan Insurance Corporation ($0.3 billion).
The major offset to these increases was a $0.8 billion reduction in the
Federal old-age and survivors insurance trust fund. Details on the
ownership by Government investment accounts are shown in tables
65 to 82, inclusive.

The net increase of $1.6 billion in the Federal security holdings of
the banking system during fiscal 1963 reflected an increase of $2.4
billion in the Federal Reserve System account together with a decline
of $0.8 billion in commercial bank ownership. Steadily increasing
operating costs, particularly the December 1961 supplement to the
Federal Reserve’s Regulation Q which authorized an increase in the
rates payable by member banks on their time and savings deposits,
impelled commercial banks to seek higher-yielding outlets for some
of the funds that previously had been invested in Federal securities.
Tax-exempt State and local bonds became attractive as relatively
low-risk alternative investments, and the banks moved heavily into
the municipal market. There was a tendency, too, for banks to
lengthen the maturity of their portfolios of Federal securities to take
advantage of the higher rates offered on longer issues. The average
length of the marketable U.S. Government securities held by com-
mercial banks increased by eight monthe during fiscal 1963.

The decline in commercial bank holdings was centered in the reserve
city banks, as New York and Chicago institutions liquidated $1.0
billion and other reserve city banks dropped $1.2 billion. The smaller
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country member and nonmember banks showed a net increase. of
$1.4 billion in holdings of Federal securities during the year.

A breakdown of the estimated changes during fiscal 1963 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 in-
terest-bearing public debt and guaranteed obligations for fiscal 1963
is shown in table 55.

Estimated changes in ownership of Federal securities 1 by type of issue, fiscal year 1963
[In billions of doliars}

Change accounted for by—

Total
changes | Private Govern- | Commer- | Federal
nonbank | mentin- | cial banks | Reserve
investors | vestment Banks
accounts

Marketable securities:
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Nonmarketable securities, ete.:
U.S.savingsbonds_ o __.___.____
Specialissuesto Government investment

ACCOUNES .« oo oL
Treasury bonds, investment series...--.-
Other_.__... .

Total nonmarketable, etc........_..__
Total change. «covcoomomoccocmacaccaes

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

Taxation Developments

Tax policy in 1963 was placed in the forefront in the effort to achieve
full employment, more rapid economic growth, and stability in our
balance of payments. On January 24, 1963, the President presented
far-reaching recommendations for tax reduction and structural revi-
sion (see exhibit 18). After extensive public hearings and lengthy
executive sessions, the House Ways and Means Committee prepared
a bill based upon those recommendations which was approved by the
House of Representatives. - The Senate Finance Committee then held
hearings on the bill and had it under consideration in executive sessions
at the end of the calendar year 1963. In bis July balance-of-pay-
ments message the President proposed an interest equalization tax to
strengthen the Nation’s balance-of-payments position. In other de-
velopments, the rates of the corporate income tax and certain excise
taxes were extended for another year. A
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Presidential tax recommendations

Tax reduction and structural revision.—The President on January 24,
1963, outlined a major program of tax reduction and structural revi-
sion intended to supplement the important legislation enacted in 1962.
Paramount in his program was a reduction in individual and corporate
taxes which would have reduced tax liabilities by over $10 billion.
(For a discussion of the President’s previous proposals and the 1962
act see the 1962 annual report, pp. 11-15 and 62-68.) This substantial
reduction in taxes, which wads to be implemented in three stages
covering a 15-month period, was proposed to reduce the waste of
unemployment and unused physical resources and improve the climate
for more vigorous long-term economic growth.

The structural revisions proposed by the President included both
revenue-losing measures to relieve hardships and revenue-raising
measures to broaden the tax base. The structural revisions would, on
balance, have increased revenues substantially, thus permitting larger
rate reductions than would otherwise have been possible. The changes
were designed also to minimize the diversion of energy and resources
from more productive activity to tax avoidance and to make the
economy more responsive to market forces.

To improve equity, relieve hardships, and encourage growth, the
structural revisions included: A minimum standard deduction under
the individual income tax; a liberalized deduction for the care of
children and disabled dependents; revision of the tax treatment of
older persons; a more comprehensive income-averaging provision for
individuals; a deduction for moving expenses to establish equal tax
treatment for all employees; simplification of the upper limit to the
deduction for charitable contributions; simplification of the floor under
medical expenses; and the current deduction of expenditures for ma-
chinery and equipment used directly in research or development
activities.

The base-broadening provisions included: Limiting itemized deduc-
tions by individuals to the amount in excess of 5 percent of adjusted
gross income; limiting the casualty loss deduction to the amount of
total losses in excess of 4 percent of adjusted gross income; repealing
the unlimited charitable deduction; repealing the sick pay exclusion;
repealing the dividend credit and exclusion; including in employees’
taxable income the current value of employer-financed group term life
insurance coverage in excess of $5,000; tightening the personal holding
company provisions; and, in the case of income from natural resources,
limiting defects which now arise in connection with the 50-percent net
income limitation on percentage depletion; the grouping of oil and
gas properties for tax purposes; the deduction from ordinary income
of amounts later recovered and taxed at the capital gains tax rate;
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and the deduction of foreign development costs or the foreign tax
credit.

In the proposed reduction in corporate tax rates, the President
recommended that the 2-percent tax on consolidated returns be
repealed and that action be taken to limit the use of multiple surtax
exemptions. He also proposed placing the estimated tax payments of
large corporations on the same fully current basis as those of
individuals.

The President also recommended important changes in the taxation
of capital gains. Central to these recommendations was a proposal for
taxing the untaxed gains accrued on capital assets at the time of their
transfer by reason of death or gift. In connection with this revenue-
raising proposal he recommended that the present 50-percent inclusion
ratio for capital gains be reduced to 30 percent, that the holding period
be increased from six months to one year, and that an indefinite loss
carryover be permitted. Changes in the definition of capital gains
were proposed to limit capital gains treatment to transactions which
clearly merit such treatment. Recommendations in this area were
made with regard to real estate sales and restricted stock options.
Additional items were included in the February 6, 1963, statement of
Secretary Dillon before the House Committee on Ways and Means
(see exhibit 19). Included in the list presented by the Secretary were:
The sale of timber, coal royalties, lump-sum pension and profit-sharing
distributions; the sale of livestock and other property used in farming;
the sale of patents; the disposition of assets for deferred payments;
and the sale of life estates.

The President’s program called for tax rate reductions which would
have reduced individual and corporate liabilities by $13.6 billion.
Individual tax rates would have been reduced from the present
range of 20 to 91 percent to a range of 14 to 65 percent. The normal
tax rate, which applies to all corporate net income, would have been
reduced from 30 to 22 percent while the surtax rate, which applies
to income in excess of $25,000, would have been adjusted so that the
combined normal and surtax rates would be equal to 47 percent.
Base broadening structural reforms would have recouped $3.1 billion
from individuals and $250 million from corporations, more than
offsetting the $800 million of revenue-reducing revisions. In
addition, the capital gains provisions would have increased revenues
by an estimated $750 million, largely by inducing the more rapid
turnover of capital assets.

Following the presentation of the President’s tax message, hearings
were held by the Ways and Means Committee of the House of Repre-
sentatives. Secretary Dillon was the first witness, appearing before
the committee on February 6. The 27 days of public hearings lasted



REVIEW OF FISCAL OPERATIONS 43

until March 27 and filled over 4,000 pages of testimony. Following
the hearings, the committee met in a lengthy series of executive sessions
in which Treasury representatives participated. On September 10
the Ways and Means Committee agreed to a bill embodying many
of the President’s recommendations. The bill was reported to the
full House and subsequently passed by that body on September 25.
The Senate Committee on Finance started hearings on the bill on
October 15 with Secretary Dillon as the first witness. Public hearings
were concluded on December 10. At the end of the year, the bill was
still under consideration by the committee.

Interest equalization tax.~—On July 18, 1963, the President sent a
special message to the Congress addressed to the difficult problem
of eliminating the deficit in the U.S. balance of payments. One of
the recommendations contained in that message called for the enact-
ment of an interest equalization tax to discourage the outflow of U.S.
capital. This tax, which is described in greater detail in the section
on international tax developments, would apply to portfolio invest-
ments made by Americans in foreign securities and would have the
effect of increasing by approximately 1 percentage point the interest
cost to foreigners of obtaining capital in this country.

Other items.—In his budget message for the fiscal year 1964, de-
livered on January 17, 1963, the President recommended legislation
to extend for an additional year certain excise tax rates and the normal
corporate income tax rate. He also renewed recommendations he
had made in 1962 for the enactment of a series of user charges for
comnmercial and general aviation and for transportation on inland
waterways. These recommendations would assure that passengers
and shippers who benefit from special Government programs bear a
more equitable share of the costs of these programs. (Details of the
1962 program may be found in the 1962 annual report, pp. 71-72.)
In connection with proposals to acquire more land for recreational
purposes, the President recommended financing through a land-and
water conservation fund. One source of revenue for the fund would
be a tax of 4 cents a gallon on fuel used in motorboats. Such fuel is
already subject to a net tax of 2 cents a gallon.

Revenue Act of 1963

H.R. 8363, the Revenue Act of 1963, as approved by the House of
Representatives, calls for an overall tax reduction of $11.08 billion,
to be effected in two stages, beginning with reductions totaling
$7.08 billion on January 1, 1964. The full tax cut would be effective
on January 1, 1965.

The most distinctive feature of the bill is a top-to-bottom reduction
in individual income tax rates. The rates would be lowered from



44 1963 REPORT OF THE SECRETARY OF THE TREASURY

their present range of 20 to 91 percent to a range of 14 to 70 percent.
The present first taxable income bracket would be split into four
equal segments, to be taxed at the rates of 14, 15, 16, and 17 percent,
respectively. Over 50 percent of all taxpayers have taxable incomes
that fall entirely within the present first taxable income bracket.
On the average, the tax rates would be reduced by 20 percent. Indi-
vidual rates would be reduced by two-thirds of the full reduction in
1964.

The combined corporate normal and surtax rate would be reduced
from 52 percent to 48 percent. The tax rate on the initial $25,000
of corporate net income, which is of particular importance to small
businesses, would bereduced from 30 percent to 22 percent on January 1,
1964. At the same time, the surtax rate would be raised from 22
percent to 28 percent. On January 1, 1965, the surtax rate would
be reduced to 26 percent. Another change in the corporate tax system
would require more current payment of estimated tax. The accelera-
tion of corporate tax payments would affect only corporations with
tax liabilities in excess of $100,000. Current payments would be
required in April and June (in addition to those now required in Sep-
tember and December). The changeover would be carried out on a
stepped-up basis for the years 1964-70.

The rate reductions in the bill would reduce individual and corporate
liabilities by $11.66 billion when fully effective. This reduction
would be offset in part by the net effect of structural changes which
would increase liabilities by $600 million, by capital gains revisions
which would increase revenues as a result of the more rapid turnover
of capital assets, and the acceleration of corporate tax payments
over a seven-year transition period.

Some of the structural changes contained in the bill provide for
the relief of hardship and improved equity. Provisions in this
category include a minimum standard deduction of $300 for every
taxpayer plus an additional $100 deduction for each exemption after
the first. Married taxpayers filing separately would each be entitled
to a minimum standard deduction of $200. This provision will
provide $320 million of tax relief to low income taxpayers, that is,
those whose 10 percent standard deduction is less than the value
of the minimum standard deduction.

The bill would liberalize the deduction for the care of children
and disabled dependents by increasing the maximum deduction from
$600 to $900 where there are two or more children or disabled depend-
ents to support in the case of widows, widowers, and persons with
disabled spouses. It also raises from eleven to twelve the age limit
for nondisabled children of the taxpayer for whom the deduction
may be claimed. The provision would reduce liabilities by $5 million.
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Provision is made for a practical and uniform system of averaging
which will be of assistance to individuals whose incomes rise substan-
tially relative to the average of the preceding four-year period. In
general, individuals could average that portion of their current tax-
able income which exceeds 133 percent of their average income over
the prior four taxable years, provided the excess is over $3,000. The
tax on the income subject to “averaging” would be five times the
amount payable on one-fifth of the amount subject to averaging.
The provision would reduce liabilities by $40 million a year.

The bill provides more uniform treatment for employee moving
expenses. A moving expense deduction would be available to new
employees whose reimbursements by employers for moving expenses
under present law must be included in income, and to nonreimbursed
employees who are not now allowed a deduction for moving expenses.
The deduction would place these employees in a position comparable
to transferred employees who are reimbursed by their employer for
moving expenses. Under present law, the latter do not have to include
the reimbursement in income. This provision would reduce liabilities
by $60 million a year.

The present 1-percent floor under the deduction for the expense of
medicines and drugs in the case of taxpayers aged 65 or over would
be eliminated, saving these taxpayers $10 million a year.

The bill would allow charitable deductions by individuals of up
to 10 percent of adjusted gross income beyond the presently existing
limit of 20 percent of adjusted gross income in the case of donations
to nonprofit organizations which are publicly supported. At the
present time, only contributions to churches, educational institutions,
and medical research facilities qualify for the supplemental deduction
limit. The carryforward of unused deductions for charitable contri-
butions by corporations would be extended from two to five years.
At the same time, the bill would deny a current charitable deduction
for the gift of a future interest in tangible personal property if a life
estate is reserved for other than the life of the donor or his spouse.
The revenue effect of these changes would be nominal.

Other structural provisions in the bill would raise $1.085 billion
in revenue to offset part of the revenue-reducing features of the bill.

Itemized deductions by individuals for State and local taxes would
be limited to income taxes, property taxes, and general sales and use
taxes. The bill would disallow the deduction of excise taxes on tobacco
products, alcoholic beverages, and gasoline, license fees and operators’
permits for motor vehicles, and other miscellaneous taxes. This
provision would increase liabilities by $520 million a year.

The 4-percent dividend credit would be reduced to 2 percent in
1964 and repealed in 1965. At the same time, the bill would increase
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the present dividend exclusion from $50 to $100 per person. Taken
together, these provisions would increase liabilities by $300 million
a year.

Application of the sick pay exclusion would be limited to cases in:
which the individual has been absent from work for more than 30
days, increasing liabilities by $110 million a year. Another provision,
with negligible revenue effect, would require individuals to include
in income any amount received from accident or health insurance for
any injury or illness which exceeded the medical expenses so incurred
by the taxpayer.

Individuals would be required to include in their taxable income
the cost of group term life insurance coverage in excess of $30,000
provided by their employer. Another provision would disallow a
deduction for interest paid on indebtedness used to purchase or carry
a life insurance, endowment, or annuity contract pursuant to a plan
which contemplates the systematic borrowing of part or all of the
increases in the cash value of the contract. The first of these insur-
ance provisions would increase liabilities by $5 million a year; the
second, by $10 million.

The deduction for casualty losses of personal property would be
limited to the amount of each loss in excess of $100, increasing
liabilities by $50 million.

Other structural revisions concern personal holding companies and
stock options. The definition of a personal holding company would
be revised to make more difficult the use of this device to avoid the
imposition of the progressive personal income tax rates on passive
investment income and certain personal service income. The change
would increase liabilities by $15 million. More stringent provisions
are set forth which would have to be met by stock option plans for
corporate executives if the difference between the market price at
the time of exercise and the option price is not to be treated as ordinary
income. This revision would have no noticeable revenue effect, since
any income from nonqualifying options which become taxable to
executives would become deductible as compensation paid by the
employer.

Another provision would require oil and gas industry operators,
except in the case of unitization agreements, to maintain separate
interests as separate properties for depletion purposes. However,
taxpayers would be able to treat separate deposits in & single lease
or acquisition as one property or separate properties. This rule
would end the practice by large producers of combining widely
separated properties merely for the purpose of obtaining the most
favorable application of the 50-percent net income limitation on per-
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centage depletion. The increase in tax liabilities as a result of this
provision would be $40 miilion.

In the case of affiliated corporations, the bill would impose a 6-
percent penalty tax on the first $25,000 of net income of each corpora-
tion that did not file a consolidated return so as to retain the use of
multiple surtax exemptions. At the same time, the bill would repeal
the 2-percent surtax on corporations filing consolidated returns.
The stricter treatment of affiliated corporations would increase liabili-
ties by $35 million; repeal of the 2-percent tax on consolidated returns
would reduce liabilities by $50 million.

The capital gains provisions in H.R. 8363 would lower from 50
percent to 40 percent the inclusion factor in the case of gains arising
from the sale of bona fide capital assets held more than two years by
taxpayers other than corporations. The maximum tax rate on gains
from such assets would be set at 21 percent instead of the present
25 percent. Present law provisions would continue to apply for
assets held between six months and two years, and for certain
“statutory’” capital gains, such as lump-sum distributions from
pension plans and income from timber. This provision by itself
would reduce revenues by $230 miilion a year. Initially, however,
it would induce the more rapid turnover of capital assets with accrued‘;
appreciation. The result of the more rapid turnover would be a net
increase in revenues of $210 million in 1964 and $80 million in 1965.
The bill also provides for the unlimited carryover of capital losses by
individuals, which would reduce liabilities by $30 million a year.

Capital gains treatment of income arising from depreciable real
estate sold within 10 years of acquisition would be limited if such real
estate has been depreciated at accelerated rates. This provision is
expected to increase liabilities by $15 million. Another provision
limiting capital gains treatment, which would not have any apprecia-
ble revenue effect, would require that part of the proceeds from the
sale of capital assets on an installment basis with no stated interest
charge (other than patents, royalties, or exchanges for annuity pay-
ments) be treated as interest and taxed as ordinary income.

The bill would permit taxpayers who are 65 years old or over to
exclude from taxable income capital gains arising from the first
$20,000 of the sale price of their home. It also would extend capital
gains treatment to iron ore royalties. The first of these provisions
would reduce liabilities by $10 million a year, the second by $5
million.

The Revenue Act of 1963 also includes amendments to the invest-
ment credit enacted in 1962, H.R. 8363 would repeal a provision
which now requires that the basis of newly-purchased assets be
reduced by 7 percent to reflect the investment credit. This provision
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would effectively double the profitability effect of the investment
credit and remove complications resulting from the required basis
reduction. The amendment would reduce tax liabilities by $185
million in 1965. Elevators and escalators would be included in the
types of property qualifying for the investment credit. Liabilities
would be reduced by $10 million by this change. The bill also
contains g statement that it was the intent of the Congress in pro-
viding the investment credit in 1962 that Federal agencies regulating
public utilities should not, without the taxpayer’s consent, require a
“pass through” of the 7-percent credit to customers, or, in the case
of the 3-percent credit for certain utilities, require a “pass through”
over any period shorter than the useful lives of the property involved.

Tax rate extension and user charges

The President’s request for the extension of certain tax rates
which otherwise would have automatically expired on July 1, 1963, was
incorporated in Public Law 88-52, approved June 29, 1963. The law
extended for one year the existing corporate income tax rates and the
excise tax rates on alcoholic beverages, cigarettes, passenger automo-
biles, parts and accessories for automobiles, general (local) telephone
service, and transportation of persons by air. Extension of the excise
tax rates will prevent a revenue loss of $1.7 billion in fiscal 1964.

Although the President’s tax message called for a reduction in the
corporate income tax, he also asked for the one-year extension of
the corporate normal tax rate so that the reduction in corporate rates
could be considered in relation to the entire tax program and made
effective at the same time as individual rate reductions.

No action was taken on the President’s recommendation for a user
charge program for airways and waterways.

Treasury officials testified at hearings held by the House Ways and
Means Committee on July 10, 1963, on the President’s proposal to
finance part of a new land and water conservation fund through receipts
from taxes of 4 cents per gallon on fuels used in motorboats. Sub-
sequently, the Ways and Means Committee recommended to the
House Committee on Interior and Insular Affairs that the receipts
from motorboat fuels be allocated to the fund, but that the net tax
on such fuels be continued at 2 cents per gallon through retention of
the 2 cents per gallon refund for gasoline used in motorboats.

Miscellaneous legislation

Income taxes.—Public Law 88—4, approved April 2, 1963, makes
the deduction for expenses for the care of children or disabled de-
pendents available to women who have been deserted by their hus-
bands. A deduction of up to $600 may currently be taken for such
expenses when incurred by a woman or widower, without regard to
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income, if the child is under twelve or the dependent is physically or
mentally handicapped. While the deduction is available to married
women, it must be reduced by one dollar for every dollar of total earn-
ings by both husband and wife in excess of $4,500. Because of the
income limit, married women cannot claim the deduction unless they
file a joint return. The new law treats deserted wives as widows,
freeing them from the joint return requirement and the joint income
limitation. To qualify, a deserted wife must not know of the where-
abouts of her husband (and has not known his whereabouts at any
time during the taxable year) and she must have applied to a court
for an order compelling him to furnish support.

Public Law 88-9, approved April 10, 1963, provides a deduction
for income tax purposes of annual or periodic payments for redeemable
ground rent. The law was enacted to restore a position formerly held
by the Treasury Department. Under Maryland law, ground rent
may be redeemed after five years by paying an amount computed by
capitalizing it at a 6-percent rate of interest. - Before 1962 the Treasury
treated Maryland ground rents as mortgages and permitted home
buyers to deduct annual rents as interest payments. Sellers were
required to include the redemption value of the ground rent in their
sales price, the same as a mortgage. The Treasury position was
changed, effective January 1, 1962, following two court cases which
appeared to invalidate the position. This law reestablishes the
former practice. ‘

Public Law 88-153, approved October 17, 1963, permits employees
who have consistently accrued vacation pay for income tax purposes
to continue to do so for taxable years ending before January 1, 1965,
Prior law limited this privilege to years ending before January 1, 1963.

Social security.—Section 2(a) of Public Law 88-31, approved May
29, 1963, reduced the rate of the Federal unemployment tax for wages
paid in the calendar year 1963 from 3.5 percent to 3.35 percent.
The rate had been raised in 1961 from the permanent level of 3.1
percent to 3.5 percent for 1962 and 1963. As a result of Public Law
88-31, employer payments to the Federal Government, after credits
for State unemployment tax contributions, generally are to be 0.65
percent of taxable wages paid in 1963, instead of the 0.8 percent
provided for in the 1961 legislation. ' '

The maximum monthly wage base for purposes of the taxes imposed
by the Railroad Retirement Tax Act was raised from $400 to $450
by Public Law 88-133, approved October 5, 1963. The new tax base
became effective for compensation paid for services rendered in
November 1963.

Public Law 88-173, approved November 7, 1963, revises the
formulas for repayment to the Treasury of advances made to the
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States for the payment of unemployment compensation pursuant to
the Temporary Unemployment Compensation Act of 1958 and
advances made prior to September 13, 1960, under title XII of the
Social Security Act. Previously if such advances were not repaid
by a State within a specified time, the law provided for reduction of
the employer’s credit against the Federal tax for the State unemploy-
ment tax. Each year that advances were not repaid by the State the
employer’s credit was reduced further. Public Law 88-173 limits
the reduction in the credit. Where advances were made before
September 13, 1960, under title XIT of the Social Security Act, the
new law limits the additional tax payable by employers to the Federal
Government to 0.15 percent of wages for the years 1963-1967. There-
after, the regular year-by-year reduction in the credit will apply.
In the case of unpaid advances under the Temporary Unemployment
Compensation Act of 1958, the additional tax is limited to 0.15
percent of wages for 1963 and 0.30 percent for any succeeding year.
Public Law 88-173 further provides that a State can prevent the
credit reduction in any year by paying to the Treasury on or before
November 10 of the year an amount approximately equal (as de-
termined by a formula specified in the law) to that which employers
would have to pay through the credit reduction.

Silver bullion.—Title IT of Public Law 88-36, approved June 4,
1963, repealed the tax of 50 percent on profits from transfers of
interests in silver bullion. Repeal was effective for transfers made
after June 4, 1963. This tax originally was imposed as part of the
Silver Purchase Act of 1934. Repeal of this tax, along with substantial
other changes in the Government’s policy with respect to silver, was
recommended by the President in November 1961. The recom-
mendations were renewed in the 1963 KEconomic Report of the
President. (See exhibit 39.)

Administration, interpretation, and clarification of tax laws

"During the fiscal year the Treasury Department published 53
Treasury decisions and 43 notices of proposed rulemaking relating to
tax matters.

Among the more important Treasury decisions published during
the fiscal year was one prescribing rules for the substantiation of
business travel and entertainment expenses and another containing
the substantive rules on the deduction of travel, entertainment, and
gifts as business expenses. Other Treasury decisions concerned the
use of taxpayer identification numbers; the limitation on net operating
loss carryovers; information with respect to certain foreign corpora-
tions; the reporting of dividends, interest, and patronage dividends;
the taxation of cooperatives and their patrons; the manufacturers
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excise tax on motor vehicles, parts, and accessdries; and the credit
and refund of certain excise taxes on sales and services.

Notices of proposed rulemaking published during the fiscal year
which were still pending at its close included those relating to: Meals
and lodging furnished for the convenience of the employer; certain
revolving credit sales treated as installment sales; certain aspects of
the investment credit; the taxation of mutual fire and casualty
insurance companies; certain provisions with respect to controlled
foreign corporations; the treatment of earned income from sources
without the United States; and the qualification of pension and
profit-sharing plans and bond-purchase plans under the Self-Employed
Individuals Tax Retirement Act of 1962 and the deduction of contribu-
tions and the taxation of distributions under these plans.

Federal-State tax relations

A new program was developed for payroll deductions for certain
State income taxes from salaries of Federal employees. This program
supplements the program of withholding State and District of Columbia
income taxes on salaries of Federal employees which has been in effect
since 1952.

Under the withholding program, Federal agencies follow the
general practice of private employers and withhold State income
taxes on salaries of Federal employees at the place of employment
only. However, many employees live in one jurisdiction and work
in another, and under reciprocity agreements some States do not
require withholding on nonresidents. Also, employees who reside
in an income tax State and work in a nonincome tax State have no
State income tax withheld.

The new program was made possible by a decision of the Comptroller
General on June 4, 1963, that the Civil Service Commission could
by regulation authorize Federal agencies to institute a voluntary
payroll deduction plan. Under this plan a Federal employee who
lives in one State and works in another may make allotments for
payment of his State income tax to his State of residence. The
Civil Service Commission issued such regulations on September 19,
1963, and on the same date the Treasury Department issued regula-
tions setting forth the procedures to be followed in handling the-
deductions. Before the end of 1963 many Federal agencies had
instituted this payroll deduction plan. This new program wil be.
of great assistance to the States in the administration of their tax
laws. In addition, it will help employees to meet their responsibilities
and simplify their tax compliance problems.
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International tax matters

The President’s special message to the Congress on July 18, 1963,
on the balance of payments included a proposal for a temporary
“interest equalization tax.” The tax was intended to help reduce the
outflow of long-term capital in the form of portfolio investments by
increasing by approximately one percentage point the interest cost
of capital acquired in this country by foreigners. Hearings on the
proposal were held by the House Committee on Ways and Means in
August and Secretary Dillon testified on August 20 in its support
(see exhibit 21). On December 16, 1963, the committee reported out
H.R. 8000, the Interest Equalization Tax Act of 1963. The bill
incorporates the substance of the President’s recommendations.

Under the terms of the bill, the interest equalization tax would be
effective for the period July 19, 1963 (August 17, for listed securities)
through December 31, 1965. The tax would apply to the acquisition
by a U.S. person of a debt obligation of a foreign obligor, or stock of
a foreign issuer, which is acquired from a foreign person. The tax
on the transfer of stock would be 15 percent of the actual value of the
stock at the time of the transfer. The tax on the transfer of debt
obligations would vary from 15 percent on obligations with a maturity
of 28% years or more down to 2.75 percent for those with a maturity
of 3 to 3% years. For debt obligations with a shorter maturity, no
tax would be imposed. These tax rates are designed to approximate
the effect of an increase of one percentage point in the interest cost to
foreigners of obtaining capital in this country.

The principal exclusions in the bill relate to: Securities acquired
from a prior American owner; securities received in a wide range of
export transactions; debt obligations received by commercial banks
in the course of their commercial banking business; direct investments
in 10-percent-owned corporations; securities of ‘less-developed-
country corporations” and obligations of less-developed countries;
new security issues which the President exempts in the interest of
international monetary stability, presumably new Canadian securities;
reserves maintained by insurance companies doing business in
foreign countries; and investments of foreign membership dues by
labor unions and other exempt organizations.

It is expected that the bill may improve our balance-of-payments
position by $1.3 billion to $1.5 billion a year relative to the situation
in the first half of the calendar year 1963. While not designed as a
revenue measure, the tax might bring in $20 million to $30 million
annually.

The President recommended in his message of April 2, 1963, on
foreign assistance that a tax credit be granted, for a trial period, for
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investiments in developing countries. No action was taken on this
proposal. ' '

Treasury discussions were conducted with a number of countries
during 1963 for the purpose of negotiating new tax treaties or amend-
ing existing treaties. A tax treaty with Luxembourg was signed as
well as an agreement to modify the treaty with the Netherlands as it
applies to the Netherlands Antilles. These are now pending in the
Foreign Relations Committee of the Senate. The Netherlands
agreement provides for the gradual increase in U.S. withholding rates
on income payments to nonresident-owned investment companies in
the Netherlands Antilles. This provision is designed to eliminate
abuse of the treaty created by the low rates of tax imposed in the
Netherlands Antilles on U.S. source income. Negotiations for the
modification of the Swedish income tax treaty were completed and the
treaty is awaiting signature. Discussions with Germany were con-
tinued during the year in an effort to revise the German income tax
treaty. Final agreement has not yet been reached on certain issues
relating to dividend withholding.

The Fiscal Committee of the Organization for Economic Coopera-
tion and Development (OECD), on which the United States is repre-
sented by Treasury officials, completed its preparation of a model
income tax convention and’drafted’a report’on the convention to the
Council of the Organization. Itis hoped that this model convention
will serve as a basis for future treaty negotiations or revisions.

International Financial Affairs
The U.S. balance of payments and gold and dollar movements

The U.S. balance of payments.—After substantial reductions in 1961
and 1962 from the 1958-60 levels, the overall U.S. balance-of-payments
deficit rose sharply in the first half of the calendar year 1963. This
rise came despite sizeable sales of nonmarketable U.S. Government
medium-term securities issued to provide an investment outlet for some
of the accumulations of dollar reserves by foreign monetary authorities.
Including receipts from the sales of these securities, the deficit in the
first six months of 1963 was running at a seasonally adjusted annual
rate of $3.2 billion; excluding such receipts, the rate of deficit was
$4.2 billion, seasonally adjusted. These rates of deficit compared with
an annual average of $3.7 billion in the calendar years 1958—-60 and
deficits of $2.4 billion in 1961 and $2.2 billion in 1962.

In recent years, these overall deficits have been reduced in impor-
tant part as a result of various special Government receipts consisting
of prepayments of debt by foreign governments to the U.S. Govern-
ment, advance cash payments by foreign governments against future
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U.S. military exports, and proceeds from sales of nonmarketable U.S.
Government securities to foreign official institutions. Excluding
these special receipts, the deficits on “regular’” transactions amounted
to $3.9 billion in the calendar year 1960, $3.0 billion'in 1961, and $3.6
billion in 1962. In the first half of 1963 this deficit onregular trans-
actions was running at an annual rate of $4.5 billion, a worsening of
about $900 million from the rate for the full calendar year 1962.

This increase in our deficit in the first half of 1963 reflected the rise
in recorded private U.S. capital outflows to an annual rate more than
$2 billion higher than in 1962. New issues alone accounted for an
$850 million higher rate of outflow. The rate of direct investment
outflows rose by about $400 million. Recorded short-term outflows
were more than double the 1962 rate, rising by an annual rate of
nearly $700 million. Other categories of private capital outflow also
rose, led by transactions in outstanding securities.

In view of these developments, a thorough and comprehensive
review of our whole payments position was undertaken within the
U.S. Government by the Cabinet Committee on the Balance of Pay-
ments under the chairmanship of the Secretary of the Treasury.
This review resulted in President Kennedy’s second major message
on the balance of payments which was presented to Congress on
July 18, 1963. The message sets forth a series of measures to rein-
force the long-term effort to strengthen the payments position as well
as a number of actions designed to produce a more immediate impact.
In addition to outlining the basic programs for intensification of
efforts in such key fields as merchandise exports and tourism, and in
promoting foreign investment in U.S. private companies, the President
indicated that $2 billion in annual savings were to be made by further
reducing the impact on our balance of payments of U.S. Government
defense and economic assistance expenditures, and by measures to
‘reduce excessive outflows of private capital from the United States.
He noted that measures would be put into effect before the end of
1964 to reduce wilitary expenditures abroad by more than $300
million from the 1962 level. Reductions in programs for the acquisi-
‘tion of strategic materials from abroad are expected to save, within
two years, $200 million from the 1962 level.

ATD expenditures entering our balance of payments are to be re-
duced to not over $500 million in the fiscal year 1965, a cut of about
$500 million from fiscal 1961. In fiscal 1963 fully 80 percent
of AID commitments were tied to U.S. exports of goods and services,
and this figure is expected to rise even further in fiscal 1964. Reviews
and revisions of the programs of other departments and agencies
are expected to save about $100 million a year from the 1962 rate.

Since the deterioration during the early part of 1963 was in the
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capital accounts, the President’s program also directed particular
attention to this section on the balance of payments. In order to
have a decisive and quick impact on capital flows, an interest equali-
zation tax was proposed calling for a temporary excise tax on acquisi-
tions from foreigners of both new and outstanding foreign securities—
both debt and equity—maturing in three or more years. (See also
Taxation Developments and exhibit 21.) Together with the
increase in the discount rate announced by the Federal Reserve
System, an improvement of about $1 billion was foreseen by the
President through the resultant effect on capital flows. The President
also announced that the United States had entered into a standby
arrangement with the International Monetary Fund, as discussed
m a subsequent section on the operations of the Fund.  (See also
exhibit 32.)

The balance-of-payments accounts showed marked improvement
in the third quarter of calendar 1963. This was in sharp contrast
with the poor showing in the previous quarter and, on the basis of
preliminary data, appears to have been the best quarterly performance
on regular transactions since the Suez crisis year of 1957, the only
year of surplus in the last fourteen. The overall payments deficit
fell on a seasonally adjusted basis from an annual rate of $3.2 billion
in the first half of 1963 (including receipts from the sales of non-
marketable, convertible, medium-term U.S. Government securities)
to an annual rate of about $300 million in the third quarter. Ex-
cluding such receipts, the deficit improved from a rate of $4.2 billion
in the first half to a rate of about $1 billion in the third quarter of
1963. If all special Government receipts are omitted, the deficit
declined from an annual rate of $4.5 billion in the first half of 1963
to a rate of about $1.6 billion in the third quarter. Early reports
indicate that the improvement resulted primarily from the drop in
net capital outflows. New foreign security issues in the U.S. capital
market were sharply curtailed by the announcement of the interest
equalization tax proposal. The rise in our short-term interest rates
in July is also believed to have had the effect of greatly reducing
outward movements of short-term funds.

U.S. gold losses during the first three quarters of the calendar year
were reduced to $422 million, compared with $1.7 billion in 1960,
$857 million in 1961, and $890 million in 1962. On June 30, 1963,
U.S. gold holdings stood at $15.8 billion, and the Treasury and Fed-
eral Reserve System held the equivalent of $126 million in foreign
convertible currencies; on December 31, 1963, at $15.6 billion in gold
and $212 million in foreign currencies.

@old and dollar movements.—The gold and dollar holdings of foreign
countries (excluding gold held by the USSR, other Eastern European
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countries, and China Mainland) amounted to an estimated $46.0
billion as of June 30, 1963, having increased $2.7 billion during fiscal
1963 (see table 97). Of the total, official gold holdings were $23.6
billion, official and private short-term dollar assets held with banks
in the United States were $21.0 billion, and estimated official and
private holdings of U.S. Government bonds and notes amounted to
$1.4 billion.

Western European countries during fiscal 1963 increased their
gold and dollar assets by $816 million, which was substantially less
than the gain of $3.2 billion by these countries during fiscal 1962.
French holdings rose by $868 million; United Kingdom holdings de-
clined by $670 million; most other European countries increased their
reserves. In contrast to its loss of $209 million during fiscal 1962,
Canada increased its gold and dollar assets by $754 million. Latin
American holdings rose by $154 million. The total gain by Asiatic
countries was $595 million, of which $403 million was by Japan. In
Africa, the area increase of $166 million reflected a rise of $165 million
in the holdings of South Africa. All other countries gained $166
million. International and regional organizations increased ‘their
gold and dollar holdings by $370 million.

The estimated official gold holdings of the world (excluding the
USSR, other Eastern European countries, and China Mainland)
were $41.7 billion on June 30, 1963. Of this total, the United States
held $15.8 billion and international and regional institutions $2.3
billion. '

Treasury foreign exchange reporting system.—Data relating to cap-
ital 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
institutions and for other statistics on capital movements apart from
direct investments, which enter into the U.S. balance of payments.

The broad program initiated several years ago to ensure the ade-
quacy of the Treasury statistics for analysis and policy formulation
was continued during fiscal 1963. A new monthly report from non-
banking concerns on their liquid assets abroad was introduced in
August 1962.:gThe major step taken during the year was the comple-
tion of a comprehensive revision of the report forms filed by banks and
brokers. The first monthly reports under the revised requirements
covered data as of May 31, 1963. The changes introduced provide
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separate data on types of short-term liabilities and claims which might
be expected to be relatively responsive to interest rates and monetary
conditions, details on long-term banking claims, data on transactions
in U.S. Government bonds and notes by foreign official institutions,
and information on the structure of U.S. liabilities to and claims on
foreigners. Data based on the revised forms were published for the
first time in the July 1963 issue of the monthly Treasury Bulletin.

Treasury exchange and stabilization agreements

During the year ending June 30, 1963, Treasury exchange agree-
ments were in effect with six countries, Argentina, Brazil, Chile, Costa
Rica, Mexico, and the Philippine Republic. The one-year exchange
agreement with Costa Rica in the amount of $6 million expired on
September 5, 1962. A six-month exchange agreement with the
Philippine Republic in the amount of $25 million, which was renewed
for three months on January 1, 1963 (see exhibit 33), expired at the
end of March. o :

Net drawings by Brazil during the year, under the two-year Treas-
ury exchange agreement which expired on May 15, 1963, amounted
to $7.7 million.

The Treasury exchange agreement with Argentina for $50 million,
originally due to expire on June 6, 1963, was extended for four months,
until October 6, 1963. This action made available to Argentina $25
million not previously drawn as part of the loans and other financial
assistance provided by the Government of the United States to the
Government of Argentina in conjunction with a standby arrangement
for $100 million concluded with the International Monetary Fund.
At the end of fiscal 1963 Argentina had drawn $40 million against
the Treasury exchange agreement.

The two-year exchange agreement with Mexico for $75 million
was signed on January 1, 1962. No drawings had been made by the
Government of Mexico against this credit at the end of fiscal 1963.

The one-year $10 million exchange agreement entered into with
the Government of Chile by the Treasury Department on January 31,
1963, was one of three U.S. Government arrangements totaling $60
million which were concluded to support continued fiscal and monetary
stability in Chile. The U.S. Agency for International Development
arranged a loan of $35 million and the Export-Import Bank approved a
loan of $15 million. The U.S. credits supplemented an International
Monetary Fund standby arrangement made in January 1963 in the
amount of $40 million.

Foreign exchange operations

Official operations in foreign exchange by the Treasury and the
Federal Reserve System were conducted in nearly every major cur-
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rency during the fiscal year 1963. In some instances operations
stemmed from a need to protect the dollar from the adverse effects
of special situations, such as the Cuban crisis. Other operations
were designed to offset temporary movements and to prevent short-
run influences from becoming magnified in market fluctuations wider
than warranted by underlying financial and economic conditions.
The overriding influence on the exchange markets was the continuing
deficit in the U.S. balance of payments which caused dollar quotations
to remain below par in relation to most convertible currencies.

Cooperation with foreign monetary authorities was further devel-
oped and extended during the year. Establishment of a broader
base for diversified and flexible operations consistent with and in
support of President Kennedy’s comprehensive program for correcting
the U.S. balance-of-payments deficit and for restraining the outflow
of gold contributed to the further strengthening of the international
payments system, )

In October 1962 the Treasury began to issue a special series of non-
marketable, medium-term bonds to foreign monetary authorities
denominated in their own currencies. These new instruments serve
a variety of purposes in connection with foreign exchange operations
and provide an additional outlet for the investment of foreign reserve
funds as an alternative to gold purchases. As of July 1, 1963, a total
of $630 million equivalent of these securities was outstanding carry-
ing maturities of 15 to 24 months. Interest rates ranged from 2.75
percent to 3.30 percent per annum and were at or below rates at the
the time of issuance on domestic securities of comparable maturity.
The bonds were denominated in five currencies: Austrian schillings
($25 million equivalent), Belgian franes ($30 million), German marks
($200 million), Italian lire ($200 million), and Swiss francs (3175 mil-
lion). All were issued to central banks except for $128 million equiva- -
lent of Swiss franc bonds issued to the Swiss Confederation. The
proceeds of the Swiss franc bonds and of $150 million of the lira bonds
were used by the Treasury to reduce outstanding short-term commit-
ments in those currencies. The proceeds of the remaining lira bonds
and of those denominated in Austrian schillings, Belgian francs, and
German marks were used to acquire dollars from the respective
central banks, thereby reducing their potential gold purchases.

The Federal Reserve increased the number of the swap agreements
maintained with foreign central banks from five to eleven during the
year, and the total amount of foreign currencies which might be drawn
by the Federal Reserve at any one time was increased from $450
million to $1,550 million as of June 30, 1963. The largest agreement,
$500 million, was with the Bank of England. Other agreements were
in effect with the Bank of Canada, the Bank of Italy, the German
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Federal Bank, the Bank of France, the Swiss National Bank, the
Bank for International Settlements, the Netherlands Bank, the
National Bank of Belgium, the Austrian National Bank, and the
Bank of Sweden. During the year, drawings were made and utilized
by one or both parties under all agreements except those with the
Bank of France and the Bank of Sweden. The most frequent use has
been made of the agreement with the National Bank of Belgium.
This agreement, of $50 million, has been fully drawn since its inception
in June 1962 and the frequent use by both parties of portions of the
balances drawn has helped absorb temporary surpluses of dollar
holdings of the National Bank and provide that Bank with additional
dollar resources when needed.

Toward the close of fiscal 1962 speculative capital movements and
exchange market nervousness resulting from the New York and
foreign stock market declines and the devaluation of the Canadian
dollar were effectively countered by cooperative action. Exchange
operations by the Treasury and Federal Reserve played a significant
part in hastening the restoration of confidence, by methods which
conserved the U.S. gold stock and diminished the effects of the spec-
ulative forces. The Canadian financial crisis had been effectively
broken by the announcement by the Canadian Government of the
imposition of a series of fiscal and monetary measures and the provi-
sion of massive international support for the Canadian dollar, includ-
ing a newly-agreed $250 million swap arrangement with the Federal
Reserve, Export-Import Bank standby credits of $400 million, credits
of $100 million by the Bank of England, and drawings of $300 million
in European currencies from the International Monetary Fund. To
assist in further stabilizing the Canadian-U.S. dollar rate, the Treasury
purchased small amounts of Canadian dollars in the New York market.

Speculative capital flight to Switzerland, and to a lesser extent to
the Netherlands, swelled the reserve positions of the respective cen-
tral banks and weakened the U.S. dollar in the exchange markets
both for spot and forward delivery. During mid-June and July the
Federal Reserve and the Treasury, using the proceeds of swap ar-
rangements, absorbed about $65 million of the reserves of the Nether-
lands Bank and the Treasury resumed the sale of forward guilders,
providing exchange cover for dollars held by Netherlands commercial
banks, thereby reducing the amount of dollars offered in the market.
Similar but more extensive operations were undertaken in Swiss’
francs. In July the Federal Reserve concluded a $100 million swap
arrangement with the Swiss National Bank and a similar arrangement
with the Bank for International Settlements; $110 million worth of
Swiss francs were drawn under these agreements and equivalent
amounts of dollars purchased from the Swiss National Bank. The
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Treasury increased its sale of forward Swiss francs by about $50
million to a total of $139 million outstanding by early August. Small
operations were also carried out in German marks:

The exchange market situation eased appreciably in August 1962,
following President Kennedy’s emphatic statement during his Telstar-
television press conference on July 23 that the dollar would not be
devalued. Tensions in Berlin on the first anniversary of the Wall
caused some weakness in the German mark, and the Treasury and
Federal Reserve purchased Deutsch Mark in the market, thereby
rebuilding balances in that currency. The Federal Reserve and
Treasury swaps with the Netherlands Bank were fully reversed and
the Treasury’s forward guilder commitments were liquidated. Some
progress was also made in reducing Swiss franc commitments. In
October capital flight to Switzerland resumed because of the Cuban
crisis, but speculative pressure on the dollar was of short duration
and largely offset by relatively small sales of Swiss francs in the spot
market by the Federal Reserve and by additional forward Swiss
franc sales by the Treasury. The announcement during this period
of the acquisition of Swiss francs by the Treasury through the issuance
of the first 15-month bond and of shorter-term certificates denominated
in Swiss francs also helped to stabilize the market.

- Large amounts of dollars continued to be gained by the central
banks of Italy, France, and Austria during 1962. During the summer
the Treasury absorbed the bulk of the gains of the Bank of Italy by
utilizing the proceeds of 3-month certificates of indebtedness issued
under a $150 million equivalent lira credit line and the Italian Gov-
ernment made an advance payment of $178 million against out-
standing indebtedness to the United States. The Treasury’s short-
term lira obligations were funded in October through the issuance
of 15-month bonds denominated in lire and an additional $50 million
equivalent lira bond was issued in November. The dollar accruals
of the Bank of France were reduced by debt prepayments by the
French Government to the United States totaling about $470 million
during the course of the calendar year 1962. The Austrian reserve
gain was temporarily reduced by $50 million through utilization by
the Federal Reserve of its swap agreement with the Austrian National
Bank, but as the Austrian balance of payments continued in surplus
the swap was reversed after the beginning of the year. In April
1963, however, a further growth in Austria’s dollar holdings was
restrained through the sale of an 18-month Treasury bond denom-
inated in schillings. Yearend positioning by commercial banks in
Germany, Italy, and Switzerland led to some repatriation of funds,
a consequent weakening of the dollar in terms of those currencies,
and further dollar gains by the respective central banks. Relatively
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small operations by the Treasury and Federal Reserve offset the
effects of the capital flow, which shortly after the beginning of the
year was reversed.

The position of sterling in the exchange markets was sharply
affected in January 1963 by the rejection of the United Kingdom’s
bid for membership in the Common Market. Major support for
sterling during this period, totaling $250 million, was provided by
five European central banks, to offset the pressure which- appeared
to emanate from the Continent. The Federal Reserve and the Treas-
ury purchased small amounts of sterling to stabilize the rate in New
York and the Bank of England utilized $25 million under the swap
agreement with the Federal Reserve. In May the Federal Reserve
swap agreement with the Bank of England was increased to $500
million, although no additional drawing was made. Confidence in
sterling was restored, and the Bank of England subsequently repaid
all of the special financing it had obtained.

During the remainder of the fiscal year, operations consisted
primarily of spot sales of German marks and Netherlands guilders.
The German balance-of-payments position improved, the money
market tightened, and funds were repatriated by commercial banks.
To moderate the effects of the short-term capital low to Germany on
the dollar exchange rate and to reduce accruals to the reserves of the
Bundesbank, the Treasury and Federal Reserve commenced spot
sales of German marks in April 1963. Most sales were by the Federal
Reserve, which drew the full $150 million equivalent of marks under
its swap arrangement with the Bundesbank. In July and August
the Treasury issued an additional $75 million worth of mark-denomi-
nated bonds, some of the proceeds of which were sold to the Federal
Reserve for use in reducing its swap drawing. Operations in Nether-
lands guilders during this period, while smaller in magnitude, were
caused by similar factors. The guilder strengthened against the
dollar to its upper intervention point, and to absorb dollar accruals
the Federal Reserve drew the full $50 million of guilders under its
swap agreement with that Bank. The flow of funds was shortly
reversed and the Federal Reserve restored its guilder position and
liquidated its swap drawing.

The International Monetary Fund

Drawings in various currencies from the Fund by 18 nonindustrial.
member countries totaled the equivalent of $297 million in fiscal
1963. U.S. dollar drawings ($212 million) accounted for over 70
percent of the total. In contrast to the large drawings by the United.
Kingdom ($1.5 billion), Canada ($300 million), and India "($250
million) in fiscal 1962, drawings in the current fiscal year ranged from
$60 million by Brazil to $500,000 by Haiti. As in most recent.
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periods, a number of the drawings were made under standby arrange-
ments which were negotiated in advance with the Fund and under
which drawings up to specified amounts and within an agreed period
may be made without reconsideration of the member’s position at the
actual time of drawing. Of the 18 countries which received financial
assistance from the Fund in fiscal 1963, either through direct purchase
transactions or under standby arrangements, 11 were in Latin America
(Argentina, Bolivia, Brazil, Chile, Colombia, Costa Rica, Ecuador,
Haiti, Honduras, Nicaragua, and Uruguay), 4 were in Asia (Afghan-
istan, India, Syria, and the United Arab Republic), 2 in Africa
(Ghana and Liberia), and 1 in Europe (Turkey).

Among the larger drawings, the $60 million drawing by Brazil
in June was the first authorized under the Fund decision of March
1963, which is designed to provide additional balance-of-payments
support to member countries, particularly those exporting primary
products, which experience temporary declines in their export earnings
due to circumstances largely beyond their control. Drawings of
$39 million by Colombia, $30 million by Argentina, and of $25 million
each by Chile and India were associated With measures to improve
their foreign payments position while continuing to promote economic
growth.

Currency repayments by 22 member countries totaled the equivalent
of $314 million. Over 65 percent of this total was accounted for
by the repurchase of $531 million equivalent by the United Kingdom
in final repayment of its drawing of $1.5 billion in August and Septem-
ber 1961, the largest ever granted by the Fund. This repurchase
assisted significantly in maintaining the revolving character of the
Fund’s resources. Thirteen countries in Latin America also re-
purchased the equivalent of approximately $200 million of their
currencies held by the Fund, in addition to repurchases of $49 million
by 4 countries in Asia, $31 million by 3 countries in Europe, and a
repurchase of $2.9 million by the Sudan.

In fiscal 1963 the Fund entered into standby arrangements with
15 member countries in the total equivalent of $1.4 billion, including
the $1 billion standby with the United Kingdom approved by the
Fund in August 1962. As of June 30, 1963, under these arrangements
$1.3 billion was available to 16 countries.

The special borrowing arrangements between the Fund and ten
leading industrial countries, referred to in the 1962 annual report,
(pp- 85-86) became effective in October 1962, when the United States
announced its formal adherence with a commitment of up to $2
billion.! TU.S. participation in the arrangements was authorized
mouncement brought to eight the number of countries announcing adherence, and to $5.65

billion the total of commitments involved. France, Germany, Italy, Japan, the Netherlands, Sweden, and
the United Kingdom had previously made commitments.
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in June 1962 by Public Law 87-490 (22 U.S.C. 286e~2) and appropria-
tion of the funds was approved by the Congress in October 1962,
under Public Law 87-872. The arrangements were embodied in the
Fund decision of January 1962, which set forth the terms and condi-
tions under which these countries would lend the equivalent of $6
billion of their currencies to the Fund when such additional resources
are needed to forestall or cope with an impairment of the international
monetary system.

In January 1963 Belgium deposited its instrument of adherence,
thereby increasing the number of participating countries to nine,
with aggregate commitments of $5.8 billion. The remaining country,
Canada, has introduced the necessary legislation in Parliament but
as of June 30, 1963, had not yet notified the Fund of its adherence.
Canada’s participation would increase total commitments to the
equivalent of $6 billion.?

The Government of Switzerland (not a member of the Fund) has
submitted to its Federal Parliament for approval a framework agree-
ment with the Fund under which it would be associated with currency
support operations of the Fund in an amount up to the equivalent of
$200 million.

In view of the new situation presented by the increasing number
of currencies usable in Fund transactions, the Fund Executive Di-
rectors in July 1962 approved a statement indicating the main con-
siderations to be followed in the selection of currencies for drawings
and repurchases. With respect to the selection of currencies for a
particular drawing or for drawings in general, account is taken of the
balance-of-payments and reserve positions of the countries whose
currencies are considered for drawings, as well as the Fund’s holdings
of these currencies. In the case of repurchases, members are required
to consult the Managing Director of the Fund on the convertible
currencies to be used in repurchase transactions. The Fund will
accept any currency which is formally convertible under Article VIIT
and of which the Fund’s holdings are below 75 percent of the quota.

In July 1963 the United States entered into a standby arrangement
with the Fund in the amount of $500 million. Since the Fund’s
holdings of U.S. dollars were close to 75 percent of quota, other
countries making repayments to the Fund would have been
required to use gold or convertible currencies other than the dollar.
To facilitate repayment by countries wishing to use part of the dollar
holdings to make repurchases, the United States will sell to them,
against payment in dollars, currencies drawn by us from the Fund.
The net result of the transaction will be to leave unchanged the Fund’s
holdings of the currency drawn. The dollars paid will be effectually

1 On January 21, 1964, Canada notified the Fund of its adherence to the special borrowing arrangements.
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withdrawn from the exchange market and will so reduce the potential
demand for conversion of dollars into gold.

The second annual consultation between the Fund and the United
States was held in May 1963, in accordance with arrangements under
which members of the Fund which have accepted the convertibility
obligations of Article VIIT of the Fund’s Articles of Agreement
consult with the Fund on a voluntary basis.

Programs for financing economic development

The International Bank.—During fiscal 1963 the International Bank
(IBRD) authorized 28 loans for the equivalent of $449 million for the
financing of development projects in 19 countries, down from the
previous year’s peak of $882 million. In this fiscal year transporta-
tion loans accounted for nearly half the loans authorized ($190 million);
electric power loans accounted for $124 million; industrial loans,
primarily to industrial development banks, totaled $110 million; and
$24 million was made available for agricultural assistance in the forms
of four loans to finance irrigation projects.

Disbursement of loan funds in the fiscal year reached $620 million,
the highest figure yet recorded. The Bank continued its practice of
marketing maturities of Bank loans without its guaranty; sales during
the year totaled $273 million, and the cumulative figure of sales stood
at $1,605 million, all except $69 million without the Bank’s guarantee.
During the fiscal year the Bank borrowed $124 million and repaid
$126 million, resulting in a net reduction of the outstanding funded
debt of $2 million. The major part of the debt transactions was
represented by the refunding outside the United States of a $100 million
U.S. dollar debt, sinking fund redemptions, and the maturity of a
small Swiss franc issue which more than offset a $10 million U.S.
dollar issue sold in Austria, and a $11 million Netherlands guilder issue
plus delivery of $3 million of U.S. dollar bonds sold in previous years.

Since it began operations, the International Bank has extended
loans totaling $7.0 billion, excluding cancellations, terminations, and
refundings; of this amount $5.4 billion had been disbursed by June 30,
1963. Total principal repayments amounted to $1,319 million, of
which $655 million consisted of direct repayment to the Bank, and
$664 million of sales of borrowers’ obligations sold by the Bank. The
Bank’s total reserves on June 30,1963, stood at $813 million, comprising
the Supplemental Reserve of $558 million and the Special Reserve of
$255 million. Ten new members joined the IBRD during fiscal 1963
raising total membership to 85 with capital subscriptions totaling
$20.7 billion.

Through a variety of means during the year, the International
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Bank continued its activities to promote international coordination
of financial assistance to developing nations. The Bank has acted
as a leader in the formation of consultative groups of governments
interested in assistance to a particular developing country.  During
fiscal 1963 such groups for Colombia, Nigeria, and Tunisia met under
the chairmanship of the IBRD, to hear proposals under the develop-
ment plans of the respective countries. The consortia for aid to
Pakistan and to India have continued to meet to examine and com-
ment on the development plans of the two countries and to make
additional financial commitments for the current requirement of
each nation under their respective plan. Various studies, education
programs, technical assistance, and advisory services continue to
be made available by the IBRD to its members.

The International Development Association.—The International
Development Association (IDA) was established in September 1960,
as an affiliate of the International Bank, to provide financing for
economic growth in the less-developed areas of the world on credit
terms that take account of the heavy debt service burden of the
borrowing countries. By June 30, 1963, the IDA had made com-
mitments of $495 million for development credits, and had disbursed
$68 million. During the past fiscal year seventeen credits equiva-
lent to $260 million were approved to finance projects in nine coun-
tries. The resources of IDA are being contributed by the member
governments in five annual installments. On June 30, 1963, IDA
had 76 members—16 Part I members (economically advanced) and
60 Part II members—with total subscriptions equivalent to $969
million. Total subscriptions of usable hard currency are $775
million, including a special supplementary contribution of $10 million
by Sweden. The initial U.S. subscription was $320.3 million; two
installments of $61.7 million remain to be paid in November 1963
and November 1964. On June 30, 1963, only about $280 million
of hard currency remained available for commitment. This amount
was further reduced by aid commitments for fiscal 1964 to the con-
sortia on aid to India and Pakistan of $87 million. Consequently,
only $193 million of freely usable currencies were available for in-
vestment by IDA.

At the Annual Meeting of the Board of Governors of IDA held in
Washington in September 1962, the Executive Directors of IDA
were asked to consider the prospective financial requirements of the
Association and prepare a report on the matter. The Executive
Directors held preliminary discussions during the fall of 1962, and
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bilateral conversations and negotiations on the broad outlines of a
feasible proposal continued during the remainder of the fiscal year.!

The International Finance Corporation.—The International Finance
Corporation (IFC) is an affiliate of the International Bank designed
to encourage the growth of private enterprise in less-developed
countries by investing in debt and equity issues of the private sector
without governmental guaranty of repayment. During fiscal 1963
the TFC made eleven commitments equal to $18.0 million in ten
countries, including two standby commitments amounting to $5.1
million.

Seven of the commitments, the equivalent of $4.4 million, involved
participation in purchases of equity capital issued by industrial
concerns and industrial development finance companies. The IFC
has been permitted to make equity investments since September
1961 when an amendment to its charter to that effect was approved
by the Board of Governors. Total commitments reached $83 million
by June 30, 1963; $61 million had been disbursed and $16 million of
IFC investments had been sold.

On April 25, 1963, the Executive Directors recommended to the
Board of Governors that the authorized capital of the IFC be in-
creased from $100 million to $110 million, in accordance with a
provision in the Corporation’s Articles permitting an increase, to
a maximum of $10 million, in the authorized capital stock to allow
for subscriptions of new members. Secretary Dillon, as U.S. Gover-
nor, voted in favor of the proposal, which. became effective Septem-
ber 5,1963. Authority for U.S. assent to the increase is found in Sec-
tion 5 of the International Finance Corporation Act (Public Law
350, 84th Congress) (22 U.S.C. 282¢). The United States would
not subscribe for any part of the increase.

Inter-American Development Bank.—The Inter-American Develop-
ment Bank (IDB) of which the United States is a member was estab-
lished to further economic development in Latin America. Loans
are made for a wide variety of purposes to governments, industry,
agriculture, and other areas of the private sector. With the exception
of Cuba all the Latin American nations are members of the IDB.
The Bank has total resources of $959 million, consisting of $813 million
ordinary capital and $146 million in the Fund for Special Operations.
As a result of an agreement signed with the United States on June 19,

1In areport submitted on Sept. 9, 1963, the Executive Directors concluded that freely available currencies
in ID A’s initial resources would only support new commitments for a short period and that it was desirable
to provide IDA with new resources in order to permit its continued operation. The Executive Directors,
therefore, recommended to the Board that $750 million in freely usable currencies be subscribed by Part 1
countries (Kuwait would not be a participant in the new arrangement), but Belgium and Luxembourg,
which had not previously become members of IDA, would join and take part in the increase. Payment
would be in three annual installments of $250 million each year beginning in November 1965. The U.S.
subscription would be $312 million, payable at the rate of $104 million per year. ‘The National Advisory
Council in a Special Report submitted in September 1963, strongly recommended that the Congress author-
ize U.S. participation in this expansion of IDA’S resources.
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1961, the IDB was entrusted with the administration of the Social
Progress Trust Fund, comprising $394 million of the funds appro-
priated by the Congress on May 27, 1961, for the Inter-American
Social and Economic Cooperation Program (Public Law 87-41).
The Trust Fund Agreement enables the IDB to provide loans and
technical assistance for social development programs under terms
and conditions of repayment which are best suited to each country.
From the time it began operations in October 1960 until June 30, 1963,
the TDB had authorized a total of $295 million for loans from its
ordinary capital, all repayable in the currency lent, $117 million from
the Fund for Special Operations, and $348 million from the Social
Progress Trust Fund. Total disbursements from all three sources
were $122 million by June 30, 1963. 5

At the third Annual Meeting of the Board of Governors of the TDB
held in April 1962, the Governors requested that the Executive
Directors consider the question of enlarging the Bank’s resources.
In April 1963 the Executive Dirsectors of the IDB made the following
recommendations to the Board of Governors: (a) that the ordinary
capital resources of the Bank be increased by $1 billion to be sub-
scribed in the same proportion in which original subscriptions were
made; (b) that each member’s quota in the Fund for Special Opera-
tions be increased 50 percent; and (c) that a further increase of $300
million of capital stock be authorized to provide for admission of new
members. The U.S. subscription to the ordinary capital stock would
be 41 percent of the total, or $412 million, and would be payable in
two installments by December 31, 1964, and December 31, 1965.
The U.S. payment to the Fund for Special Operations, representing
68 percent of the total quota, would be $50 million. This payment
would be due within 90 days after approval of these recommendations
by Governors representing three-fourths of the voting power of IDB
members, !

The Export-Import Bank.—In the fiscal year ended June 30, 1963,
the Export-Import Bank authorized approximately $1.5 billion in
loans, guaranties, and export credit insurance. Development project
credits totaled $525 million, and emergency foreign trade loans $35
million. The Bank also extended exporter credits and guaranties
amounting to $339 million, and committed $575 million through the
Foreign Credit Insurance Association (FCIA).

As indicated in the 1962 annual report (page 91), three significant
programs were initiated in fiscal 1962 in furtherance of the Bank’s
function of assisting U.S. foreign trade as well as to place U.S. ex-
porters on a basis of full equality with their competitors in other

1 In May 1963 the National Advisory Council sent to the President and the Congress its own report on

the subject, strongly recommending legislation to permit the United States to join in the proposed increases
(see House Document No. 153, 88th Congress, 1st session). i i
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countries. These were the formation of the FCIA, an unincorporated
group of over 70 major American marine, casualty, and property
insurance companies set up to provide export credit insurance for
U.S. exporters; a system of guaranties on export transactions for
commercial banks; and sales of the Bank’s portfolio paper to private
banks. The FCIA has been issuing short-term export credit insur-
ance (for transactions on terms up to 180 days) jointly with the
Export-Import Bank since February 1962 to cover both commiercial
credit and political risks.

In July 1962 the Bank announced that U.S. exporters may obtain
insurance covering credit and political risks in overseas sales made on
terms of 181 days to 5 years, and in January and February 1963, the
Bank further modified its export insurance and guaranty programs to
include insurance policies on export transactions to cover political
risks only, to provide for lower charges on insurance and guaranties
and to offer guaranties of payment for services, and on equipment on
lease, consignment, or exhibit abroad.

The Export-Import Bank disbursed $499 million during the fiscal
vear; and export guaranties and insurance totaling $914 million were
financed privately. The Bank also sold $250 million of its portfolio
paper to private banks. Its earnings from interest and fees were
$182 million, and interest paid to the U.S. Treasury on borrowed
money was $51 million. A dividend of $50 million was declared on
the stock of the Bank held by the Secretary of the Treasury. The
Bank’s uncommitted lending authority on June 30, 1963, was $1,364
million.

The Agency for International Development.—The Agency for
International Development (AID), in the Department of State,
succeeded the International Cooperation Administration and the
Development Loan Fund on November 4, 1961, in accordance with
the Foreign Assistance Act of 1961 (Public Law 87-195) (22 U.S.C.
2381). The responsibilities entrusted to the new Agency included
development lending, development grants and technical cooperation,
supporting assistance, contributions to international organizations
and programs, investment guaranties, and surveys of investment
opportunities. AID was also made responsible for administering
part of the funds provided under the Inter-American Program for
Social Progress (Public Law 86-735) (22 U.S.C. 1943), and for
negotiating loans involving U.S.-owned local currencies, including
those acquired under sections 104(e) and 104(g) of Public Law 480,
as amended. These responsibilities were continued in fiscal 1963,
and the Foreign Assistance Act of 1962 (Public Law 87-565) (22
U.S.C. 2211) added a new title for the Alliance for Progress, previously
covered in separate legislation. The Alliance for Progress title included
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a separate provision for development loans and grants for -Latin
America. ‘

AID dollar commitments in fiscal 1963 totaled $2.4 billion, of
which $1.4 billion or 58 percent, was in the form of loans. Of total
dollar commitments, the Near East and South Asia accounted for
$992 million, Latin America, $556 million, the Far Fast, $441 million,
and Africa, $266 million. The remainder comprised nonregional
programs, such as U.N. Technical Assistance and the U.N, Children’s
Fund, and general program support and administrative expenses.

AID also continued to pursue its policy of maximizing expenditures
of foreign assistance funds within the United States. Current pro-
cedures result in the commitment of approximately four-fifths of all
assistance funds to U.S.-produced goods and services.

International conferences

International Monetary Fund and International Bank.—The Annual
Meeting of the Boards of Governors of the International Monetary
Fund and the International Bank for Reconstruction and Develop-
ment and its affiliates opened in Washington in September 1963.
The U.S. delegation was headed by Secretary Dillon as U.S. Governor
and Under Secretary of State Ball as Alternate Governor. Under
Secretary Fowler, Under Secretary of the Treasury for Monetary
Affairs Roosa, Assistant Secretary Bullitt (U.S. Executive Director of
the IBRD), and Mr. William B. Dale (U.S. Executive Director of the
IMF) acted as temporary Alternate Governors. The delegation
included members of the agencies constituting the National Advisory
Council on International Monetary and Financial Problems, members
of congressional committees, and other officials of the Government
concerned with the affairs of the international financial organizations.

President Kennedy addressed the Governors on September 30.
After paying tribute to the late Per Jacobsson, Managing Director
of the International Monetary Fund, he reviewed the steps being
taken by the U.S. Government to reduce the drain upon its balance of
payments, within the framework of increasing international economic
and financial interdependence. At the meeting of the Fund Gov-
ernors, Secretary Dillon reviewed domestic developments in the United
States and commented upon measures initiated by the United States
to improve the international position of the dollar (see exhibit 25).
He also expressed the approval of the U.S. Government of the Fund’s
declared intention to study the question of international liquidity and
stated that the Fund should be at the center of any strengthening of
the international monetary system which may prove to be desirable.

Meeting at the same time, representatives of the Group of Ten,?!
m countries which have arranged to make additional resources available to the IMF: the

United States, the United Kingdom, Germany, France, Italy ,Japan ,Canada, the Netherlands, Belgium,
and Sweden.



70 1963 REPORT OF THE SECRETARY OF THE TREASURY

under the chairmanship of Secretary Dillon, announced plans to
examine the outlook for the functioning of the international monetary
system and its probable future needs for liquidity. In carrying out
these studies close working relationships will be maintained with the
International Monetary Fund.

In the meeting of the Governors of the Bank and its affiliated
institutions, the Executive Directors of the International Develop-
ment Association presented a report recommending that the resources
of IDA be increased by $750 million. The Board of Governors of
the Bank noted with approval the action of the Executive Directors
to discontinue the automatic annual allocation of net income to the
Supplemental Reserve. Instead the Executive Directors will decide
on the allocation of net income at the end of each fiscal year.

The Organization for Economic Cooperation and Development.—Under
Secretary of the Treasury Fowler attended the second Ministerial
Council meeting in Paris on November 27-28, 1962, of the Organiza-
tion for Economic Cooperation and Development (OECD). At this
meeting the Council of Ministers reaffirmed the need for concerted
action to increase the volume and effectiveness of aid to developing
countries. They also advocated policies which take full account of
the interdependence of trade and aid.

The Economic Policy Committee of the OECD held regular meet-
ings throughout the year in order to discuss the overall economic
situation of the member countries. Under Secretary of the Treasury
for Monetary Affairs Roosa was a member of the U.S. delegation at
these meetings.

The Treasury has participated in the activities of two Working
Parties of the Economic Policy Committee. The Working Party on
Policies for the Promotion of Better Payments Equilibrium (Working
Party 3) meets regularly at intervals of approximately six weeks;
Under Secretary Roosa is the Chairman of the U.S. delegation to this
Working Party. This group reviews the payments situation of both
surplus and deficit countries and tries to achieve coordinated action
toward the goal of international monetary stability. The Working
Party on Policies for the Promotion of Economic Growth (Working
Party 2), has been concerned since its inception with implementing
the 50 percent collective growth target for the sixties that was adopted
by the first OECD Ministerial Council held in November 1961.
Deputy Under Secretary Daane has been a member of the U.S.
delegation to Working Party 2. .

The Development Assistance Committee (DAC) of the OECD
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has investigated and considered means whereby development aid
could be made available on a more effective basis and with a greater
degree of harmonization of the policies of the donor countries. In
April 1963 representatives of the Treasury participated in a meeting
of the DAC which adopted resolutions pertaining to policy recom-
mendations on terms of aid by DAC members to developing countries.
DAC membership includes Belgium, Canada, Denmark, France,
Germany, Italy, Japan, Norway, the Netherlands, Portugal, the
United Kingdom, the United States, and the Commission of the
European Economic Community. Denmark and Norway became
members during fiscal 1963,

The annual aid review of the DAC provides for careful study and
examination of each member’s program and enables a comparison
of relative aid burdens and general aid policies. The U.S. review
was held on June 7, 1963. Assistant Secretary of the Treasury
Bullitt attended the Ministerial session in July 1963 that closed the
second annual aid review.

The Economic Development and Review Committee of the OECD
reviews annually the economies of the member countries and issues
a public report; the Treasury participated in the Committee’s formal
examination of the U.S. economy and in the drafting of the public
report that followed. The Treasury also participates in the work
of the Fiscal and other committees of the OECD. A Treasury
observer regularly attended meetings of the Managing Board of
the European Monetary Agreement.

The General Agreement on Tariffs and Trade.—Extensive prepara-
tions were also undertaken during the fiscal year for the international
trade conference under the General Agreement on Tariffs and Trade
(GATT) scheduled to open in Geneva in 1964. The path to the
Conference was opened by the enactment in October 1962 of the
Trade Expansion Act (19 U.S.C. 1801), which gave the President
unprecedented powers to enter into new reciprocal trade agreements.
The next step was taken at the twentieth session of the Contracting
Parties to the GATT, October 23-November 16, 1962, when, in
addition to consideration of various problems affecting world trade
of the type with which these sessions are usually confronted, it was
decided, on the basis of a joint United States-Canadian proposal,
to convene a ministerial level meeting early in 1963 to make the
necessary determinations for the scheduling of a trade conference.
Representatives of the Treasury were members of the U.S. delegation
to this meeting which was held in Geneva from May 21 to June 29,

707-484—64—7
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1963. The Treasury continues to participate in the work of the
Trade Expansion Committee, meeting at different levels within the
Government, to prepare for the “Kennedy round” of tariff negotia-
tions, utilizing new tariff schedules authorized by the Tariff Classi-
fication Act of 1962 (19 U.S.C. 101) which became effective Au-
sust 31, 1963.

Among the matters, other than the proposed trade conference,
considered by the GATT at its twentieth session was Canada’s action,
in June 1962, as part of a program to stop severé losses of foreign ex-
change, imposing surcharges on approximately half its total imports.

Inter-American Economic and Social Council—The Secretary of the
Treasury headed the U.S. delegation to the annual meeting at the
Ministerial level of the Inter-American Economic and Social Council
held in Mexico City, October 22-27, 1962. In his principal statement
(see exhibit 23) Secretary Dillon reviewed the major accomplishments
of the Alliance for Progress during its first year, and pointed out areas
requiring attention in the year ahead and the role of the United
States and the Latin American countries in carrying out the objectives
of the Alliance. Early in December Secretary Dillon attended the
second meeting of the joint United States-Japan Committee on Trade
and Economic Affairs held in Washington. Later in December
Secretary Dillon attended the North Atlantic Treaty Organization
meeting in Paris. Secretary Dillon, the U.S. Governor of the Inter-
American Development Bank (IDB), led the U.S. delegation to the
Fourth Annual Meeting of the Board of Governors of the IDB held
in Caracas, Venezuela, in April 1963.

Lend-lease silver

Repayments continued during fiscal 1963 of those obligations which
still remained outstanding at the beginning of the year on account of
Treasury silver transferred to certain countries during World War 11
under the authority of the Lend-Lease Act of March 11, 1941. Liqui-
dation of these obligations is nearly completed. During fiscal 1963
cash repayments of $6.6 million were received from Saudi Arabia and
taken into the account of the Treasurer of the United States. Con-
verted on the basis of the market price for silver on the dates of
receipt of the payments, this is equivalent to 5.4 million fine troy
ounces of silver. One million ounces of silver and cash repayments of |
$3.5 million from Pakistan were also taken into the Treasurer’s
account. This cash repayment is equivalent to 3 million fine troy
ounces of silver on the basis of the market price on the dates of receipt.
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Lend-lease silver transactions as of June 30, 1963

[In millions of fine ounces except where otherwise specifically indicated]
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Silver trans- Silver re-
ferred from turned and
the Treasury taken into Silver Dollar re- Silver
to lend-lease the account being payments | to be re-
for account of the Treas- returned | (millions) turned
of foreign urer of the
governments | United States
Australia. .o oo 11.8 S I 3 PRSI IR U
Belgium..__... .3 .3
Ethiopia. .. ... 5.4
1) VO .2
India. oo 172.5
Netherlands 56.7
Pakistan.___. 53.5
Saudi Arabia. - 222.3
United Kingdom. ... 88.1
1172 R, 410.8

1 equivalent to 3 million fine troy ounces of silver converted on the basis of the market price on dates of
receipts.

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

3 Equivalent to 19.8 million fine troy ounces of silver converted on basis of the market price on dates of
receipts. .

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 Com-
munist Chinese or North Korean merchandise, as well as numerous
other commodities therein specified which are of types that have
historically come from China. The Control does not issue licenses
authorizing importation of Chinese-type merchandise unless satis-
factory evidence of its non-Comrmunist 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, the United Kingdom, and Vietnam.
Notices of the availability of certificates of origin for particular
commodities and of the governments prepared to issue them are
published from time to time in the Federal Register. A number of
additional items became available for certification during the year.

The enforcement measures of the Control resulted in a number of
successful criminal prosecutions. A total of $146,342 was collected
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by the Government in forfeitures, fines, and other penalties as a result
of proceedings under the Foreign Assets Control Regulations.

The Cuban Import Regulations prohibit the importation into the
United States of all goods of Cuban origin and all goods imported
from or through Cuba, except pursuant to license. The regulations,
as amended, include imports of goods manufactured in third countries
containing Cuban components. For details, see 1962 annual report,
page 98 and exhibit 50.

The Transaction Control Regulations, supplementing the export
control laws of the Department of Commerce, prohibit persons in the
United States from purchasing, selling, or arranging the purchase or
sale of certain strategic commodities outside the United States for
ultimate shipment to the Soviet bloc. To determine to what extent
foreign subsidiaries of U.S. firms engage in trade with the Soviet
bloc in strategic commodities not presently affected by the Transaction
Control Regulations, a trade survey was conducted (see exhibit 35).
Out of approximately 1,100 replies received, only nine indicated that
the firms engaged in trade with the Soviet bloc in commodities not
presently covered by the Transaction Control Regulations.
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Management Improvement Program

The objective of the Treasury management improvement program
is to ensure that a continuous broad-scale effort is made by all
Treasury components to evaluate systematically and improve the
effectiveness and economy of operations within all levels of their
organization. This program, since its inception in 1947, has through
the contributions of the participating bureaus made possible an esti-
mated savings of $150 million. Within this total, $15.9 million in
recurring savings were reported during the year, representing a 20-
percent Increase in program achievement over last year. . Of the fis-
cal year 1963 savings $2.1 million resulted from the incentive awards
program.

Special studies and projects

In response to a Presidential memorandum of October 11, 1962, an
analysis, begun in fiscal 1962, was completed of each Treasury bureau’s
manpower control and utilization program including the extent to
which @ systematic approach is used to equate manpower with
workload. It was found: That each bureau has a manpower-control
method; that more than 35 methods and techniques are used by the
bureaus; and that some of them apply cost accounting and work
measurement systems to equate manpower and workload in all of
their operations.

A study of the Bureau of Customs’ mission, organization, manage-
ment practices, and problems was undertaken by a study group
composed of members from the Treasury’s Office of Management
and Organization, Office of Budget and Finance, Office of Personnel,
and the Bureau of Customs. A report will be made in the fiscal year
1964. A similarly-composed group completed a management study
of the Customs Agency Service for the Commissioner of Customs
during fiscal 1963. The implementation by the Commissioner of the
recommendations produced a major field reorganization in one seg-
ment of Customs to provide better manpower utilization.

Seventy-three Treasury bureau field offices in fourteen cities were
visited by staff members of the Office of the Secretary as a part of
a continuing effort to review the progress made in the management
improvement program. FPrimary emphasis was given to manpower
utilization and control, recurring and special appraisals, long-range
planning, and field coordination and cooperation.

A study of correspondence and mail handling practices in the
Treasury Department was completed to identify significant problem
areas within the Office of the Secretary and the bureaus.

The Treasury bureaus have designated 88 of their key field per-
sonnel to serve on the 12 Federal executive boards located in the
major metropolitan areas of the United States. During fiscal 1963,
4 of the 12 boards were chaired_by Treasury personnel.

77
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Financial management

Improvements continued to be made in the three major categories
of Treasury Department financial management programs. The first
related to the Department’s policy role as a central agency in
Government-wide accounting, reporting, and banking services.
Significant accomplishments included realization of the annual
savings of $150,000 resulting from modifications of central accounting
and financial reporting in the regional accounting offices of the
Bureau of Accounts; development of a reporting regulation to provide
monthly information on gross obligations for use in developing
measurements of the impact of certain Government expenditures on
the private economy; and major revision of the Monthly Statement of
Recerpts and Expenditures of the United States Government to conform
with the revised presentations contained in the 1964 Budget
document.

The second category included financial programs or operations of
the Department such as disbursing, internal and customs revenue
collections, and public debt operations. Significant accomplishments
included: The use of ADP equipment by the Bureau of Accounts in
disbursing operations enabling centralization of offices resulting in
$680,000 annual savings; extension of Internal Revenue Service’s
ADP operations in the Atlanta region to process individual income
tax returns and the opening of the Philadelphia Regional Service
Center to process business returns; and the reorganization by the
Bureau of Customs of customs comptroller districts and the taking
of other steps which reduced the cycle of audits for customs collections
from three years to eighteen months.

The third category was financial management of the resources of
the Treasury Department, which is carried out through budgeting,
administrative accounting, and internal audit activities, During
fiscal 1963 reorganizations within the Office of the Administrative
Assistant Secretary consolidated budget and administrative account-
ing activities in t,{le Office of Budget and Finance and established
a separate Internal Audit Division in the Office of Management and
Organization. Instructions were developed for a simplified method
of preparing and submitting budget estimates for the fiscal year 1965;
a review of the appropriation and activity structure was initiated;
and the Accounting Policy Circular on accrual accounting was revised
to provide alternative methods of accrual accounting enabling
practical application of the concept in the several Treasury
organizations.

Personnel management

The Office of Personnel increased the effectiveness and efficiency
of the following major areas: employee-management cooperation;
equal employment opportunity; placement of the handicapped;
employee training and development; and the development of better
standards and guides pertaining to employee qualifications, conduct,
appeals, position classification, and pay.

The Department granted formal recognition to four major employee
organizations and the top officers of these organizations were con-
sulted on several major personnel policies and programs.
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The Treasury Personnel Manual chapter on Standards of Conduct
for Treasury employees was revised and issued as were new regulations
for preventing conflicts of interest on the part of advisers and
consultants.

An overall personnel management program was developed and
issued which provides authorities, regulations, and procedures for the
operation of a personnel program during a national emergency.

A new qualification standard was developed in close cooperation
with all Treasury law enforcement activities, under which, for the
first time, all of the Department’s criminal investigator positions,
approximately 4,000, are covered by a single qualification standard.
This will achieve more effective recruitment, advancement, and
retention of personnel. Position classification action was taken to
bring criminal investigator positions in the six Treasury law enforce-
ment activities into more equitable alignment.

Substantial assistance was provided to the Office of the Comptroller
of the Currency in the development of a new qualification standard for
national bank examiner positions including the new positions specializ-
ing in trust work. Concurrently, revised compensation schedules
were issued in recognition of responsibilities added to these positions.
These two projects have facilitated the recruitment and retention of
high quality personnel.

Bureaus were provided with more specific guidance and direction
for implementing the Federal policy on equal employment opportunity
and op the elimination of discrimination practices based on such
factors as age and sex.

Policies and regulations were issued to insure understanding and
effective use of step increases related to acceptable level of com-
petence and high quality performance. The Treasury perform-
ance rating plan was revised to improve evaluations of employece
performance.

Employee training in the Department continued at approximsately
the same level as in 1962 except in the Internal Revenue Service where
there was a sharp decrease in training in the audit function to meet
immediate production requirements. Elsewhere in the Department
training of technical and professional personnel was increased.

Nationwide training sessions were conducted for bureau hearing
officers in Atlanta, Boston, Chicago, New York, and San Francisco
in connection with Treasury appeal procedures under Executive
Order 10987.

The Office of Personnel continued to stress executive development
and the effective use of available training resources both within and
outside the Department. Participation in interbureau and inter-
agency activities responsive to their needs and the use of nongovern-
ment resources proved to be especially helpful to small and medium
sized bureaus. Evaluation of the training effort in relation to bureau
needs was also stressed, and a comprehensive report on employee
training in each bureau and throughout the Department was fur-
nished to bureau heads and other pertinent Treasury officials to
facilitate program review. The Office of Personnel participated in a
number of studies of bureau programs in which employee training and
personnel management were subjects of particular attention. ‘
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Incentive awards pregram

Estimated first year savings from the incentive awards program
increased 22 percent above fiscal 1962. Because the Department has
placed appropriate emphasis on raising the quality of employee sug-
gestions, there was a decline in the number of suggestions received
and the number adopted in the fiscal year 1963. However, there was a
significant increase in the number of performance awards and in the
estimated tangible savings derived from them. Superior performance
and special act or service awards have provided valuable incentives
for increased production and high quality performance.

Safety program

For calendar 1962 the Treasury Department’s disabling injury
frequency rate (the number of lost time injuries per million man-
hours) was reported as 3.6, the second lowest rate ever recorded by
the Department. While the number of disabling injuries increased
in 1962, compared with 1961, the number of days lost due to disabling
injuries and the total dollar cost of injuries both declined.

Property management

The Department continued to dispose of excess real and personal
property promptly and to take advantage of excess property from
other agencies.

Thirteen properties, consisting of land and improvements with a
total acquisition cost of $440,400, were declared excess. Three other
properties previously declared excess were disposed of, two by transfer
and one by sale for $13,500. Of real property not involving acreage,
62 parcels, baving a total acquisition cost of $654,000, were disposed of
and 67 additional parcels, having a total acquisition cost of $728,000,
were approved for disposal. In addition, the disposal of these prop-
erties will reduce maintenance and protection costs.

Treasury field offices were moved into new buildings at four loca-
tions. In three instances the moves permitted the housing under one
roof of widely scattered offices. This resulted in: Saving time,
salaries of employees, and transportation costs; bringing together
various phases of related work; and greater convenience to the public.

During fiscal 1963 the Treasury Department received from other
Federal agencies without reimbursement excess personal property
with an original acquisition cost of about $5,884,800 and determined
$15,514,700 of personal property excess to its needs, based on
original acquisition cost. Within the Treasury Department $491,400
of personal property was reassigned for further utilization.

Bureau of the Comptroller of the Currency

On February 25, 1963, the National Banking System celebrated
its one-hundredth anniversary. This commemorated President
Abraham Lincoln’s signing in 1863 of an act which provided for
establishing a system of national banks chartered and supervised by
the Comptroller of the Currency. These national banks and those"
chartered by each of the individual States constitute what has become
known as the dual banking system. :
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Several recent activities of the Bureau of the Comptroller of
the Currency have reflected policies adopted since November 1961,
The amount of information available to the public, depositors, and
stockholders, relating to the operations of national banks has been
increased. Procedures have been instituted and legislation suggested
which would enable national banks to serve local business needs
and assist in meeting national goals proclaimed by the President.
Involved is the providing of national banks with additional flexibility
so that they may be able to give adequate service to the varying
individuals and businesses who are their customers and to compete
more effectively with other financial and nonfinancial institutions for
new business.

Disclosure

On June 1, 1963, the Bureau issued its completely revised
Comptroller’'s Manual for National Banks, which combines the laws
relating to national banks, the regulations of the Comptroller of the
Currency, and his rulings interpreting and applying the laws, regula-
tions, and general principles of prudent banking. The manual was
prepared for use by bank officials and their counsel and by national
bank examiners and other members of the staff of the Comptroller.
In its preparation, the Bureau benefited by many useful suggestions
from national banks throughout the country, the technical assist-
ance of representatives of the banking industry, and the Advisory
Committee on Banking to the Comptroller of the Currency.

This Committee submitted its valuable report National Banks in
the Future in September 1962. The report covered the entire gamut
of problems of the banking field, including such important areas as
the powers of national banks, their capital, corporate procedures,
relationships with the Federal Reserve System, bank examination
and supervision, and taxes. There is widespread recognition that
the report presents for the first time in many decades a comprehensive
view of the problems faced by national banks.

In September 1962 Congress gave the Comptroller of the Currency
power to grant national banks authority to exercise trust and associated
powers. On August 15, 1963, the Bureau issued its Comptroller’s
Manual for Representatives in Trusts, a revision of that last published
in 1938. This manual complements the revision of trust regulations
affecting national banks, which began with the publication of Revised
Regulation 9, April 5, 1963. This manual, like the manual for national
banks, is intended to assist in the understanding of the applicable
regulations, instructions, and opinions. Where necessary, supple-
ments, including opinions rendered by the Bureau, will be provided.

As part of the program to supply additional information, the new
Comptroller's Manual for Naitonal Banks requires that banks with
deposits in excess of $25 million submit to their stockholders a
comparative balance sheet, earnings statement, and reconciliation
of ‘capital account. To assist further in supplying information to
stockholders of national banks, the Bureau has distributed an ‘“Annual
Meeting Instruction Kit,” which will supply many banks, especially
the small national banks, with information and procedures to facilitate
their holding more informative annual meetings.
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A regularly issued Bureau publication Summary of Actions includes
decisions relating to all applications for new national bank charters,
branches, mergers, consolidations, purchase of assets, assumption of
liabilities, change of name or location of head offices or branches,
and conversion from State to national banks. This has received
wide distribution among banks and the press.

Department of Banking and Economic Research

With the additional work requirements of the Bureau, it was
found desirable to establish a Department of Banking and Economie
Research. This Department has the responsibility of supplying the
Comptroller with advice relating to the economic and financial
aspects of legislation and to current banking and economic develop-
ments. For the first time in recent history the Bureau has been
able to undertake a research program relating to its operations and
responsibilities. In progress, there are program studies relating to
chartering, branching, and the performance of national banks, both
on a national scale and for selected regions. It is expected that the
fruits of these projects will aid in formulation of policy by keeping
the Bureau abreast of significant changes in the banking sphere.
This Department maintains relationships with the other Federal
supervisory agencies with the aim of increasing the amount of in-
formation relevant to all. In addition, this liaison enables the Bureau
to develop forms and procedures for national banks which may be
similar to those used for nonnational banks, making possible useful
comparisons.

This research Department has responsibility for publishing the
National Banking Review, a new quarterly publication of the Comp-
troller of the Currency, which is available on a subscription basis.
The aim of this journal is to afford a medium of expression to those
who are concerned with public policies in the field of money and
banking and with the problems and practices of banking institutions.
A major function of this review is to encourage an exchange of ideas
which will lead to better understanding, more effective teaching,
and further explorations of problems and issues. As a lasting tribute
to the commemoration of the centennial of the National Banking
System, the Bureau sponsored a volume entitled Banking and Mone-
tary Studies, which contains 23 essays by leading scholars in these
areas. The 100th Annual Report of the Comptroller of the Currency
was prepared in this Department. It represents a significant de-
parture from previous annual reports in that it includes more analysis
and, for the first time for any of the Federal bank supervisory agencies,
the complete texts of all merger decisions during 1962. o

The status of national banks

As of June 1963 there were 4,544 commercial banks under the
supervision of the Comptroller of the Currency. Of these, 4,537
were national banks and 7 were nonnational banks in the District
of Columbia. This compares with a total of 4,507 banks (4,500
national banks and 7 nonnational banks in the District of Columbia)
under the supervision of the Comptroller of the Currency in June 1962,
As a whole, the banks under the supervision of the Comptroller are
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in excellent financial condition. In the process of supervision, each
bank is examined approximately three times every two years. Hence,
the examining staff examines almost 7,000 banks a year. Data are
collected on the general condition of each. As of July 1962, there
were only 38 banks in poor condition and one bank in bad condition.
As a result of special supervisory activities and constant attention
these were reduced to 19 and zero, respectively, by early July 1963.

Assets and liabilities of national banks on June 80, 1962; September 28, 19623
December 28, 1962; March 18, 1963; and June 29, 1963

[In millions of dollars]

June 30, Sept. 28, Dec. 28, Mar. 18, June 29,
1962 1962 1962 1963 1963

4,500 banks | 4,494 banks | 4,505 banks | 4,506 banks | 4,537 banks

ASSETS

Loans and discounts (including over-
Arafts) e 69, 771 71,769 75, 548 75,677 78,383

U. S Government securities, direct obliga-
.................................... 4.383 34,456 35, 551 34,411 33,944

Obhgatlons guaranteed by U.S. Govern-
150 | SOOI 125 118 112 72 67

Obligatlons of States and political Subdl-
12, 809 13,116 13, 607 14,135 15,174
Other bonds, notes, and debentures..._... 1,772 1, 864 2,039 1,929 2,164

Corporate stocks, including stock of Fed-
eral Reserve Banks__............._._. 381 397 396 403 413
Total loans and securities ..o 119, 241 121,720 127,254 126, 627 130, 146

CReserve witl:iFet_ieral Reserve Banks...._.

urrency and ¢oin. ..o . ... _

Balances with other banks, and cash items 26,860 26, 959 20,084 27,546 28, 641
in process of collection._____.._._.___.__.__

Bank premxscs owned, furniture and fix-

.................................... 1,931 1,973 2,028 2,073 2,137
Real estate owned other than bank prem-
90 e e e e e 65 68 68 69 67
Investments and other assets indirectly
representing bank premises or other real
estate. oo 187 189 191 193 216
Customers’ liability on acceptances out-
standing e R 454 458 542 520 518
Other as8etS. oo memcunccceocccmemcemcmmae 821 850 891 824 1,023
Total assetSenauarcmmoamcrocccmccccaen 149, 559 152, 216 160, 657 157, 852 162,748
LIABILITIES
Demand deposits of individuals, partner-
ships, and corporations.._____.__________ 60, 705 61, 831 67,338 65, 775 63, 256
Time and savings deposits of individuals, o
P pi:.;rtl'nersblps,dand corporations 46,975 48, 437 49, 859 51,713 54, 055
ostal savings deposits. _.._____._
Deposits of U.S. Government.__...__ - } 5,640 5,013 8,922 8,217 6,212
Deposits of States and political subdivi-
sions. ... 10, 390 10, 050 10, 629 10, 577 11,429
Deposits of banks. .. ocoomoooomoeooooo. 8,278 8, 621 9,282 8,777 8,627
Certified and officers’ checks, etc......-._. 1,741 1, 588 1,795 1,711 1,934
Total deposits. - .oeocceomccaameans 1.:3,728 135, 539 142, 825 139, 771 145, 513
Demand deposits. - ococoamcaoaaaaos 82,834 83,352 88, 964 83, 6556 86, 893
Time and saviogs deposits........._. 50, 893 52,188 53, 861 56,116 58, 620
Mortgages or other liens on bank premises
and other real estate. ..._...___..___..... 4 3 4 3 3
Rediscounts and other liabilities for bor-
rowed MONeY .o oo ccoceeo 379 821 1,636 1,391 600
Acceptances executed by or for account of
reporting banks and outstanding. 463 467 552 531 531
Other liabilities 2,743 2, 866 2, 891 3,388 3,093

Total labilities. _ - 137,316 139, 697 147, 907 145,083 149, 740




84 1963 REPORT OF THE SECRETARY OF THE TREASURY

Assets and liabilities of national banks on June 30, 1962; September 28, 1962;
December 28, 1962; March 18, 1963; and June 29, 1963—Continued

[In millions of dollars]

June 30, Sept. 28, Dec. 28, Mar, 18, June 29,
1962 1962 1962 1963 1963

4,500banks | 4,494 banks| 4,505 banks| 4,506 banks| 4,537 banks

CAPITAL ACCOUNTS

) D110 171 {1 SRS FRIOUIN P NURIRIR R *
Capital stock, total .. .. ..o 3,682 3,709 3,758 3,824 3,871
Common stock.. .. 3,679 3, 706 3,735 3, 801 3,846
Preferred stocK e oo oo oeimaonocanaas 3 3 23 23 25
Retirable value of preferred capital stock 1. 3 3 23 23 25
SUrplas .o o eiciceceaeee 6,124 6,176 6,307 6, 428 6, 526
Undivided profits. ... . ..__...._. 2,164 2,357 2, 406 2,238 2,331
Reserves and retirement account for pre-
ferred stOCK . oo el 272 277 279 279 281
Total capital accounts. - coeacecoccemoae 12,243 12,519 12,750 12,768 13,008
Total liabilities and capital accounts... 149, 559 152, 216 160, 657 157,852 162, 748
MEMORANDUM
Assets pledged or assigned to secure liabili-
ties and for other purposes.._.._._____._. 21,103 20, 622 21,488 20, 881 23,104

*Less than $500,000.
1 Not included in total capital accounts figure.

Bureau of Customs

The major responsibility of the Bureau of Customs is to administer
the Tariff Act of 1930, as amended. Primary duties include the
assessment and collection of all duties, taxes, and fees on imported
merchandise, the enforcement of customs and related laws, and the
administration of certain navigation laws and treaties. As an en-
forcement organization, the Bureau engages in 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
1963 reached almost $1,722 million, or 6 percent more than the
$1,624 million collected in 1962. Included in the totals were customs
duty collections, excise taxes on imported merchandise collected for
the Internal Revenue Service, and certain miscellaneous collections.
Customs duty collections alone amounted to almost $1,241 million
compared with $1,171 million in 1962, Larger customs collections
than in fiscal 1962 were reported by 41 out of 45 customs districts.
Collections and payments by customs districts are shown in table 23.
The major classes of all collections by the Customs Bureau are shown
in table 24.

Of all imports into the United States during fiscal 1963, more than
37 percent were duty free. Included were some commodities im-
ported free for Government stockpile purposes, or authorized by
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special acts of Congress for free entry although  dutiable under the
Tariff Act of 1930, or taxable under the Internal Revenue Code. The
63 percent which was dutiable constituted the basis of customs
duties on imports,

Political propaganda screening

As of January 7, 1963, Customs resumed screening foreign mail for
“Communist political propaganda,” pursuant to legislation approved
October 11, 1962 (39 U.S.C. 4008). Customs is required to determine
which mail matter, except sealed letters, is such propaganda, as
defined by the act, after which the Postmaster General detains or
releases such material as provided for in the act. Screening units
were established at 10 major postal ports from which all foreign mail
is distributed throughout the United States,

Customs operations in 1963

Carriers and persons entering.—More than 164 million persons were

subject to customs inspection 1n fiscal 1963. There was a 5.6 percent
increase in carriers and a 4.1 percent increase in persons entering the
United States as shown in tables 88 and 89.
" Entries of merchandise.—The volume of imports into the United
States continued to rise in fiscal 1963, exceeding last year’s record.
The value totaled $16.4 billion, compared with $15.5 billion in fiscal
1962. The volume and type of entries handled by customs officers
during the past two years 1s shown in table 86.

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 1963 as reflected in table 87 by principal
commodities was $17,821,222, an increase of 20.8 percent over 1962.

Appraisement of merchandise (including Customs Information Ezx-
change) —Invoices filed during fiscal 1963 increased 5.3 percent,
2,491,639, compared with 2,366,771 in 1962. 'The number of packages
examined by appraisers’ personnel totaled 1,546,280, an increase of
2.7 percént over the 1,504,689 examined in fiscal 1962,

The backlog of unappraised invoices more than 30 days old rose to
444,000, an increase of 44.6 percent over the 307,000 on hand at the
close of fiscal 1962. This sharp increase was attributed, as in fiscal
1962, to the initiation in January 1962 of the U.S. import duties
annotated verification program (USIDA). During the year 2,932,000
individual line items were verified, each requiring four verifications.
Of these, 32.6 percent required correction of one or more of the
verified elements. - -

Under the Antidumping Act of 1921, as amended (19 U.S.C.
160-171), 41 complaints were received, compared with 16 in 1962,
The disposal of 31 cases left 28 under investigation at the end of
fiscal 1963, compared with 18F the previous year. Eight cases
were referred to the U.S. Tariff Commission for a determination as
to possible injury to American industry. One new case on counter-
vailing duty was received and two cases were closed.

* Revised.



86 1963 REPORT OF THE SECRETARY OF THE TREASURY

Two new cases involving convict labor were received during the
year and four cases were closed.

Appraisers’ reports of classification and value by the Customs
Information Exchange in New York, N.Y., covering a cross section of
imported merchandise received at each port, totaled 73,000 in fiscal
1963, compared with 76,000 in 1962.

During fiscal 1963 only 224 detailed investigations were made
abroad to obtain information for appraisement. This reflected 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 the current regulation which permits a
foreign inquiry only as a last resort in securing value information.

Technical services.—The nine district laboratories and one branch
laboratory of the Division of Technical Services analyzed about
139,000 samples in fiscal 1963. The increase of about 7,000 samples
during the year was accounted for chiefly by: Samples of crude drugs
and medicinals; resins, elastomers, and plastics; raw sugar; textiles;
and ores and minerals. The majority of the samples were submitted
to the laboratories for appraisement or tariff classification information.
Other classes analyzed were seizures (mainly narcotics and other
prohibited merchandise); samples tested for other Government agen-
cies; and preshipment samples (samples submitted by importers when
requesting the rate of duty on a prospective import).

The Division of Technical Services also analyzes cargo sample
weighing data, to assure accuracy and precision within statistical
control limits. In fiscal 1963 such analyses were made of 107 cargoes
of refined sugar, cigarette tobacco, and rayon.

The program for the improvement of U.S. border inspection stations
in cooperation with the Immigration and Naturalization Service
included preparation of plans and specifications and the awarding of
contracts for new facilities at Northgate and Hansboro, N. Dak.;
at Whitetail and Morgan, Mont.; and at Warroad, Minn. Construc-
tion was continued on the projects at Maida, Hannah, Sarles, Walhalla,
and Fortuna, N. Dak.; Lancaster, Minn.; and Opheim, Mont. Facili-
ties at Roseau, Minn., and Antler, N. Dak., were completed.

The Division of Technical Services works closely with the General
Services Administration (GSA) in the development and review of
plans for customs facilities at the larger border installations, which
are supervised by the GSA and include space utilized by a number of
Government agencies. In fiscal 1963] contracts were awarded for
facilities at Jackman, Maine, and Sweetgrass, Mont., and preliminary
drawings were reviewed for facilities planned for Tok, Alaska; Nogales,
Ariz.; Porthill, Idaho; Van Buren, Vanceboro, and Lubec, Maine;
Pigeon River, Minn.; Pembina, N. Dak.; and Derby Line, Vt.

The Bureau and the GSA have agreed on a site on Terminal Island,
Calif., for a new customhouse which will be convenient to both the
Long Beach and Los Angeles port sections.

Export control.—The following table shows the volume of export
control activities.
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Activity 1962 1963 Percentage
increase
Export declarations authenticated.- - - .. oL 4,729, 544 4, 856, 637 2.7
Shipments examined.............. £ 396, 406 398,183 0.4
Number of seizures. . r 194 345 7.8
Value of seizures_.__.__. . r $514, 708 $683, 984 32.9
Export control employees. . oo 201 217 8.0

r Revised.

Protests and appeals.—Frotests filed by importers against the rate
and amount of duty assessed and appeals for reappraisement filed by
importers who did not agree with appraisers as to the value of
merchandise are shown in the following table.

Protests and appeals 1962 1963 Percentage
decrease
Protests:
Filed with collectors by importers (formal)...._..____..___ 37,270 34,271 —8.1
Filed with collectors by importers (informal)__ - 52,374 50,416 -—3.7
Appeals for reappraisement filed with collectors..._....__. 17,164 13, 694 ~20.2

Marine activities.—Vessels in the American merchant marine docu-
mented for commercial use increased from 44,018 in fiscal 1962 to
44 656 in fiscal 1963, while those documented as yachts rose from
8,712 to 9,767. The following table compares the volume of marine
documentation during the fiscal years 1962 and 1963.

Percentage
Activity 1962 1963 increase, or
decrease (—)

Total vessels documented at end of year. oo ._.ooooooeo oo 52,730 54,423 3.2
Documents issued (registers, enroliments, and licenses)....... 17,286 |. 17,344 .3
Licenses renewed and changes of master endorsed_....__....._ 49,238 50, 433 2.4
Mortgages, satisfactions, notices of lien, bills of sale, abstracts

of title, and other instruments of title recorded...__.....___. 15,707 15, 666 —-.3
Abstracts of title and certificates of ownership issued . 7,597 7,360 -3.1
Certificates and permits_ ... oooiooo . - 1,493 1,476 —-1.1
Name changes. ..o 1,110 1,095 1.4

Cooperative arrangements with State administrators of the motor-
boat numbering laws were established which will help to insure that
no motorboat will be simultaneously documented by the Bureau and
numbered by the State.

Pursuant to rulings of the Maritime Administration, the customs
regulations were amended to provide that Maritime Administration
approval would not be necessary before the marine document of a
vessel covered by a preferred mortgage could be surrendered: Where
the document is i1ssued in error or on an improper form, and when the
president or secretary whose name appeared on the document dies,
1s removed, or resigns, and there has been no change in ownership.

707-484—64—8
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A working group of the Subcommittee on Tonnage Measurement,
Intergovernmental Maritime Consultative Organization including a
U.S. delegation, headed by Customs, met in London in October 1962
and January 1963. Proposals were formulated for tonnage-measure-
ment rules permitting the permanent closing of certain shelter-deck
and other “open’’ spaces on ships while retaining present tonnage
advantages when the ship’s draft is less than the permissible maximum.
When the ship’s draft is sufficiently shallow so that a prescribed mark
on the ship’s sides is not submerged, the shelter-deck and other open
spaces would be exempted from inclusion in tonnage; when that line
is submerged, the tonnage will be determined without allowing exemp-
tion of those spaces. The working group made progress toward the
developing of a universal system of tonnage measurement.

The Subcommittee on Tonnage Measurement received the report
and recommendations of the working group at its session March 25—
29, 1963. After adoption of certam amendments, the report and
recommendations were sent to the Maritime Safety Committee with
the suggestion that the recommendations be transmitted to the
IMCO Assembly for approval at its meeting in October 1963.

The Bureau of Customs was represented also at Haifa, Israel, at
the biennial meeting of delegates from the nations signatory to the
Convention for a Universal System of Tonnage Measurement of
Ships signed at Oslo, Norway, on June 10, 1947. Although the
United States is not a signatory to this Convention, it has many of
the same tonnage-measurement problems.

Developments in IMCO on tonnage measurement, the solution of
the shelter-deck problem, and the several national suggestions for a
universal system were discussed. The U.S. position on the treatment
of water-ballast spaces with particular reference to the recent change in
regulations requiring special review of claimed exemptions for water-
ballast in excess of 30 percent of the gross tonnage was outlined. It
was suggested that we might consider a change in practice to omit
bona fide ballast spaces from inclusion in net tonnage instead of ex-
empting it from gross tonnage. Such a system would be applicable
without limitation to all vessels, whether existing or new. It was
agreed not to insist on the 19-percent limitation for deduction of
water-ballast spaces, contained in the present Convention, in any
international overall agreement on a tonnage-measurement system.

During fiscal 1963 a customs representative participated in the
work of a group established by IMCO to study measures to facilitate
maritime travel and the transport of goods by sea.

The group is to consider the regulations of governments or public
authorities in regard to ships entering or leaving port and the docu-
ments, varying both in number and character, which are required to
be presented at various ports.

A representative of the Bureau of Customs participated in the
Inter-American Port and Harbor Conference in Argentina in the ne-
gotiation and conclusion of the convention proposed by the Organiza-
tion of American States (OAS) as the Draft Convention on the
Facilitation of International Waterborne Transportation. The Con-
ference adopted a resolution calling upon the Secretariat of the OAS
to convene a group of experts within six months to consider drafting
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an annex of standards and recommended practices to be attached to
the convention.

Amending legislation enacted on October 15, 1962 (13 U.S.C. 304)
authorized deletion of the requirement for filing shipper’s export dec-
larations from the navigation laws administered by Customs, this re-
quirement being consohidated with the general authority to require
such declarations.

On October 15, 1962, legislation was enacted which repealed the
requirement under the navigation laws (46 U.S.C. 95) for clearance of,
and presentation of outward manifests for, U.S. vessels in trade solely
between the United States and Puerto Rico, Guam, and its other non-
contiguous territory, and in trade between such places.

Amending legislation approved on October 24, 1962 (46 U.S.C. 883)
empowered the Secretary of Commerce for a period of one year to
suspend the provisions of section 27 of the Merchant Marine Act of
1920 to permit vessels not entitled to engage in the coastwise trade to
transport lumber to Puerto Rico from points in the United States
upon a finding that no domestic vessel is reasonably available for such
transportation. ‘‘Reasonably available” is construed to mean able
to meet the foreign vessel’s terms, including price.

The United States added Cambodia, Central African Republic,
Gabon Republic, Malagasy Republic, and the Republic of Senegal to
the list of countries whose admeasurement rules it recognizes.

During fiscal 1963 a total of 4,027 admeasurement transactions
were completed. On June 30, 1963, there were 255 applications
pending at the various ports for the admeasurement of vessels other
than yachts, and 136 admeasurement applications pending for yachts.

At the request of the Secretary of Defense or the Secretary of the
Navy, several waivers of coastwise shipping and other navigation laws
were granted for specific uses of foreign flag vessels in trade or for uses
usually reserved for U.S. flagships.

There was deleted from section 4.81(c) Customs Regulations the
requirement. that a master of a vessel registered for the foreign trade
deposit his vessel’s document at the customhouse upon arrival at a
domestic port, where it would be retained until the vessel’s departure.

Another change in Customs regulations exempts vessels clearing
directly from their only port of call in the United States from filing
an outward manifest listing all cargo retained on board for foreign
ports, provided that the master states that such cargo shown on the
inward manifest as destined to foreign ports is retained on board.
A similar procedure was permitted for vessels proceeding between
domestic ports by way of a foreign port.

Pursuant to the President’s Proclamation of October 23, 1962,
interdicting shipments of military materiel to Cuba, collectors of cus-
toms administered a procedure coordinated with the Departments of
State and Defense for the issuance, upon application, of passes known
as “Clearcerts’ for foreign vessels leaving U.S. ports in order to avoid
unnecessary delays to vessels crossing the zone and to simplify patrol-
ling and inspecting activities of the U.S. Navy in the zone. From
October 23-November 21, 1962, vessels of 36 countries applied for
and were issued 843 Clearcerts.

The Customs Regulations were amended on April 13, 1963, to con-
form to changes in law and in the regulations of the Bureau of the
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Census. The main purpose of the changes was to make uniform for
all carriers the authority of the Secretary of Commerce to regulate,
with the concurrence of the Secretary of the Treasury, foreign trade
statistical reporting requirements.

The amendments to the Customs Regulations made by T.D. 55876
removed provisions for the clearance of domestic vessels and aircraft
in trade with and between noncontiguous territories of the United
States. Penalty provisions for failure to comply with procedural
requirements on outward voyages were changed materially.

The following table compares entrances and clearances of vessels
in the fiscal years 1962 and 1963.

Vessel movements 1962 1963 Percentage
decrease

Entrances:
Direct from foreign ports 47,463 46,674 —1.7
Via other domestic ports _ - 39, 631 38, 699 —2.4
Total - - — 87,094 85,373 —2.0
Clearances: :
Direct to foreign ports . ..ol 45,772 44 576 —2.6
Via other domestic ports. 39, 667 38,253 ~3.6
Total . 85,439 82,829 -3.1

Law enforcement and investigative activities.—The Customs Agency
Service conducted 22,077 investigations during 1963 under customs,
navigation, and related laws administered by Customs and several
administered by other Government agencies and enforced by Customs.
Table 91 shows the number and types of cases investigated during
1962 and 1963.

The most active enforcement districts were: Los Angeles, Calif.,
with 540 arrests and 271 convictions; Laredo, Tex., with 365 arrests
and 160 convictions; El Paso, Tex., with 233 arrests and 99 convictions;
and New York, N.Y., with 158 arrests and 55 convictions.

The following table shows the number of arrests by Customs
agents and dispositions thereof during the fiscal years 1962 and 1963.

Percentage
Activity 1962 1963 increase, or
decrease (—)
ATTeStS - e e e e 1,429 1,587 11.1
Convictions.. 685 681 —0.6"
Acquittals......_. 33 28 —15.2
Nolle prossed. 67 54 —19.4
Dismissed.-. . 283 341 20.5
Not indicted. .. 4 26 550.0
Under, or awaiting indictmen 456 625 37.1
Turned over to State and other Federal authorities for prose-
[T s | O U 297 279 —~6.1




ADMINISTRATIVE REPORTS 91

During fiscal 1963 officers of the Customs Agency Service co-
operated with Federal, State, and local law enforcement agencies and
with officials of foreign governments in 7,515 cases, 1,388 more than
in 1962.

Customs made 6,855 seizures during fiscal 1963, compared with 5,819
in 1962. Total value of seizures in 1963, amounted to $24,130,554.
Fines and penalties incurred totaled $13,213,717, compared with
$21,374,970 1n 1962.

Although included in the statistics for the Service as a whole,
customs port investigators made 498 arrests during fiscal 1963 as
compared with 344 in 1962. They also made 5,582 seizures of mer-
chandise in 1963, compared with 3,753 in 1962. .

During fiscal 1963 a new task force was created to survey the’
enforcement operations of the Customs Agency Service including:
its assigned duties, responsibilities, recruitment, training, chain of
command, delegation of responsibility, and its voluntary relations
with other law enforcement agencies. The study, which was conducted
from October 1962 through January 1963, involved interviews with
almost two-thirds of all customs agents and many customs port
investigators. A full review was made of the conclusions obtained in
the May 1962 task force report (see 1962 annual report, p. 116), and
all of its findings were confirmed. The 1963 task force endorsed
strongly the recommendations previously made. Since submission of
their final report in February 1963, most of their recommendations
have been implemented.

Customs seizures of narcotic drugs with the exception of heroin were
less than in 1962. The seizure at Houston, Tex., on November 7,
1962, of a lot of 10,320 grams of heroin, the largest in several years,
accounts for the increase in that drug. The largest seizure of raw
opium, 49)% pounds, which was intercepted at New Orleans, La.,
had come from India. During fiscal 1963 there were 13 seizures of
marihuana larger than 40 pounds each, 12 from Mexico and 1 from
Panama. These seizures involved the breakup of gangs which had been
helping supply the markets in New York, Chicago, and Los Angeles.
Some of tﬁe violators had also been dealing in heroin and cocaine.
The largest individual seizures of marihuana were 230 pounds found at
San Ysidro, Calif., and 200 pounds detected at New York, N.Y.

As a result of investigations conducted by Customs representatives
in Europe during fiscal 1963, 68 seizures with an appraised value of
$130,312 were made possible in the United States, and penalties
amounting to $1,846,179 were assessed under the provisions of the
Tariff Act of 1930 (19 U.S.C. 1592).

Information developed by U.S. customs representatives in the Far
East led to seizures in Tokyo, Hong Kong, Singapore, and Australia,
of various quantities of narcotics some of which were destined for the
United States. In one case, in cooperation with the Federal Bureau
of Narcotics, six packages of opium were seized in Tokyo after having
been smuggled from Thailand for an American pilot by a stewardess
aboard a U.S. military chartered aircraft.
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The following table compares drug seizures during 1962 and 1963.

Fiscal years Percentage
Drug seizures increass, or
decrease (—)
1962 1963
Narcotic drugs (weight in grams):
(5 {0311 TN - 2,357. 80 15,721, 00 566.7
Number of seizures - 111 142 27.9
Rawopium._..________ - 7,553. 59 1,388.48 -8L.6
Number of seizures. .. - 8 12 50.0
Smoking opIIM . o ceeciacaan 7,651.75 2,760.13 -63.9
Number of seizures 10 10 fececicaeos
OtherS. o it 9,347.15 4,383.52 —53.1
Number of s€izures. . oo ooo . 283 187 -33.9
Maribuana;
Bulk (weight in kilograms). ... ... _._o_oooo... 9,176.824 876. 703 —90.5
+ Number of seizures. __ 429 470 9.6
Cigarettes (MUMbEr)ame oo cicccccncacean 1,766 1,230 -30.4
Number of seizures. - .o .o .ooi o oaiaeas 139 119 —14.4

As a result of information developed by customs representatives in
Hong Kong, $26,900 in counterfeit U.S. currency was seized from
seamen who were subsequently convicted on smuggling charges and-
given lengthy prison sentences.

Through the work of the customs representative in Singapore, a
quantity of equipment and dies used in the manufacture of counter-
feit U.S. gold coins was seized and several arrests were effected. It
was alleged that counterfeit U.S. gold coins were used to purchase
large quantities of narcotics. " Direct connections were established
between the arrested counterfeiters and persons involved in a recent
Singapore seizure of 4,740 pounds of opium and 72 pounds of
morphine.

Seizures of merchandise throughout the country for violation of
laws enforced by the Customs Service reflected an increase of 12.7
percent in the number of seizures and 87.2 percent in the appraised
value from the year before, as shown in table 90.

The Cuban crisis placed unusually heavy and continuing demands
upon Customs, to carry out the Neutrality Act provisions, especially
in Florida and other lower east coast areas.

Foreign trade zomes.—The number of entries received in Foreign
Trade Zone No. 1 at New York, N.Y., increased 4.2 percent over last
year. Large quantities of cast iron pipe from India, papain from the
Congo, cotton articles subject to import control, and barbasco root
powder were received in the zone. Large amounts of refined sugar,
radios, piece goods of wool and cotton, bulk and bottled liquors,
cameras, Brazil nuts, chemicals, alligator skins, machinery, caviar,
talc, zinc and lead ingots, and tungsten ore were stored and more than
6,900 manipulations operations were performed in the zone.

During fiscal 1963 the number of entries received in Foreign Trade
Zone No. 2 at New Orleans, La., were 42.8 percent less than in fiscal
1962. Duties and internal revenue taxes collected increased 21.1
percent. An aluminum processing plant is being assembled in the
zone for the processing of domestic and foreign aluminum. A grant
for the establishment of Foreign Trade Subzone No. 2A at New
Orleans, La., was issued on February 14, 1962, but the subzone was not
in operation at the close of the fiscal year.
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There were 441 manipulations operations performed in Foreign
Trade Zone No. 3 at San Francisco, Calif., during fiscal 1963. The
number of entries received in the zone increased 3.7 percent over
fiscal 1962. Long tons received in the zone decreased 28 percent,
although their value increased 18.9 percent and those delivered from
the zone decreased 5.2 percent, although their value increased 41.2
percent. Duties and taxes collected increased 69.3 percent,

There was an increase in all activities at Foreign Trade Zone No.
5 at Seattle, Wash. A large variety of merchandise for exhibition at
the World’s Fair of 1962 and the Washington International Trade
Fair was handled through the zone. Largest tonnage commodities
were ball bearings, camp stoves, and camp lanterns from Japan, ski
bindings from France, Waterproof wearing apparel from Norway,
cotton wearing apparel from Hong Kong, wooden stools and chairs
from Yugoslavia, and woolen fabrics from Scotland.

Foreign Trade Zone No. 7 at Mayaguez, P.R., completed its first
full year of operation in fiscal 1963. Activities consisted of repack-
ing and remarking of dental instruments and the cutting of wallboard
to size.

The first purely industrial subzone located at Penuelas, P.R. (No.
7-A), contains & petrochemical-producing facility operated by Union
Carbide Caribe,Inc. Operation of this plant helps the area by provid-
ing employment to a substantial number of maintenance and auxiliary
personnel.

Fiscal 1963, the first full year of operation for Foreign Trade Zone
No. 8 at Toledo Ohio, the first and only foreign trade zone on the
Great Lakes, was one of vigorous activity. Manipulations operations
in the zone consisted of unpacking, sorting, and repacking electrical
kitchen appliances, twist drills, and advertising literature.

q T]lle following table summarizes foreign trade zone operations durmg
scal 1963.

Received in zone Delivered from zone Dutlesand

Number internal

Trade zone of entries revenue

Long tons Value Long tons Value taxes

collected
New York. ... 5,398 41,583 | $33,450, 459 45,234 | $35,533,258 | $3,465,286
New Orleans.__. e 2,164 26, 528 10, 366, 024 25,968 9, 633,195 1, 726, 300
San Francisco. 5,479 1,009 2, 206, 381 1,829 | 3,171,273 409, 119
Seattle ........_. —— 1,048 425 872, 626 561 1,004, 742 162, 646
Mayaguez. -..... - 26 6 10,057 12 94, 99 88
Penuelas (subzone)....... 8 201,075 3,631,084 127,687 7,458,388 106, 741
T0led0ucseccccmacccacacan 937 39,738 26, 365, 744 47,395 30, 857, 082 419, 624

- Customs ports of entry, stations, airports, ports of documentation,
districts of the appraiser of merchandise, and comptroller districts.—The
limits of the ports of Port Canaveral, Fla., and Duluth, Minn.—Superior,
Wis., were extended and redescribed to include areas not heretofore
covered.

Customs ports of entry were established at Greenville, Miss. (the
limits of which were extended to include the Greenville Municipal
Airport); and Fort Worth, Tex. Mackinac Island and Rogers City,
Mich., were designated as customs stations. The designation of
Cordova, Alaska, as a customs port of entry was revoked.
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Part of the San Francisco District (area of Clark County, Nev.)
was transferred to the Lios Angeles District.

Customs ports of documentation were established at Greenville
and Pascagoula, Miss. The designation of St. Augustine, Fla., as a
customs port of documentation was revoked.

The office of the Appraiser of Merchandise as a principal customs
field office was established at Duluth, Minn.—Superior, Wis. (dis-
trict 36).

Pursuant to section 1109(b) of the Federal Aviation Act of 1958
(49 U.S.C. 1509(b)), international airports (airports of entry) were
designated at the following places: Williston, N. Dak. (Sloulin Field);
Yuma, Ariz. (Yuma County Airport); Del Rio, Tex. (Del Rio Inter-
national Airport); and Tucson, Ariz. (Tucson Municipal Airport).

In accordance with the same legislation and requests from local
airport authorities, the names of the following previously designated
international airports were changed as indicated: Baudette Municipal
Airport to Baudette International Airport; Yuma County Airport
to Yuma International Airport; Duluth Municipal Airport to Duluth
International Airport; and Tucson Municipal Airport to Tucson
International Airport.

The realignment of the comptrollers’ districts in September 1962
resulted in changes of customs collection districts as follows: Rochester
(8) and Buffalo (9) from New York comptroller district to Philadelphia
comptroller district; Indiana (40) and Kentucky (42) from Philadel-
phia comptroller district to Chicago comptroller district; Tennessee
(43) from Philadelphia comptroller district to New Orleans comptroller
district; Montana (33) and Idaho (33) from Chicago comptroller
district to San Francisco comptroller district; and Arizona (26) from
New Orleans comptroller district to the San Francisco comptroller
district.

Participation in meetings of international organizations and con-
ferences.—The Commissioner of Customs served as a member of the
U.S. delegation at the annual conference of the International Criminal
Police Organization (Interpol) held at Madrid, Spain, from September
19-26, 1962. As an observer, the Commissioner also attended a
session of the Permanent Technical Committee of the Customs
Cooperation Council, held at Brussels, Belgium, from September 27—
October 1, 1962.

The Assistant Commissioner served as Chairman of the U.S,
Delegation to the meeting of the Working Party on Customs Adminis-
tration of the Committee on Trade of the Economic Commission for
Asia and the Far East. This conference, held at Bangkok, Thailand,
from October 2-November 2, 1962, continued work toward simplifica-
tion and uniformity in customs requirements and procedures among
participating nations.

A Customs representative served as an observer at the meeting of
the Chemical Committee of the Customs Cooperation Council. The
purpose of this meeting, held from January 22-February 2, 1963, in
Brussels, Belgium, was to develop a uniform system of classification
nomenclature, chiefly for chemicals and raw materials.
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Cost of administration

Customs operating expenses totaled $70,786,426, including export
control expenses and the cost of additicnal inspection reimbursed by
the Department of Agriculture.

The following table shows maun-year employment data in the ﬁscal
years 1962 and 1963.

Operation Man-years | Man-years | Percentage
1962 1963 Increase

Regular customs operations:

Nonreimbursable. ... 7,573 7,768 2.6
Reimbursable 1 iciaiieas 315 324 2.9
Total regular customs employment_. ... .....__.. 7,888 8,092 2.6

Export eontro} .. el 201 217 8.0
Additional inspection for Department of Agriculture.._...._.- 213 221 3.8
Total emPloyMent. .o oo oo oo ciecccccaen 8,302 8, 530 2.7

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

Management improvement program

Special search for economies.—A review, begun in November 1962,
which concentrated on improvements in customs field activities is
expected to achieve annual recurring savings of approximately
$75,000; it also made unnecessary requests for additional funds in
the amount of $79,000. The savings from the management improve-
ment program amounted to $223,900, including space valued at
$3,800 released to other agencies, and $84,200 saved in requests for
additional funds.

A survey of the missions, organization, and activities of both field
and headquarters offices was begun. It will explore possibilities for
reducing operating costs, improving services to the public, effecting
greater utilization and control of available resources, and improving
customs’ coordination within the Treasury Department and with
other inspectional agencies.

International travel—Efforts were continued in fiscal 1963 to im-
prove baggage declaration forms and baggage examination facilities,
gs well as to speed customs clearance of persons arriving in the United

tates.

A pilot form to replace the itemized baggage declaration was adopted
on a trial basis at the Miami, Honolulu, San Juan, and New York
Idlewild international airports. This form calling only for informa-
tion necessary to identify the passenger on his arrival, permits travelers
to make oral declarations of their effects and requires a listing of
articles only when the passenger is a returning resident and has
exceeded his exemption, or has articles to follow. The oral declara-
tion procedure was adopted permanently for air passengers at the
preclearance points of Bermuda and Nassau.

Baggage procedures for precleared air passengers transiting the
United States who wish to check their baggage through to the port
of departure were extended to provide them the same service, at the
airlines’ option, as that previously granted to air passengers processed
at the first port of arrival in the United States.
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A standard discount of 40 percent from the full retail price was
authorized in applying customs exemptions and assessing duties on
articles, except automobiles and made-to-order clothing, purchased
abroad by returning residents. This enables returning residents to
estimate the customs value of purchases and the probable value on
which duties will be assessed when exemptions are exceeded.

The 24-hour absence requirement to permit U.S. residents re-
turning from Mexico through California ports to claim the $100 ex-
emption has been revoked. Uniform time requirements now exist
at all ports on the Mexican border.

Treasury officials, including customs personnel, participated in an
advisory group with other Government representatives, the carriers,
and the New York City Department of Marine and Aviation. The
objectives of the group are to improve the appearance and efficiency
of New York pier facilities for passengers. To eliminate congestion
on the piers the issuance of visitor dock passes has been discontinued.
New baggage examination procedures designed to eliminate long
waits for customs inspection were adopted at one pier and tested at
another.

The Bureau of Customs, the Immigration and Naturalization
Service, the Public Health Service, and the Plant Quarantine Division
of the Department of Agriculture have adopted a joint procedure
whereby border officers of any of the four inspectional agencies may
perform primary screening of pedestrians and vehicles entering the
United States from Mexico for all four agencies. Under this pro-
cedure service to the public will be improved without additional
cost and there will be improved utilization of inspectional manpower.
Also, a system was adopted to provide for uniform reporting by the
four agencies of statistical information of wvehicle and passenger
arrivals through ports on the Mexican border.

The four inspectional agencies and the Military Air Transport
Service adopted joint procedures to facilitate the clearance of large
groups of military troops at locations other than established ports of
entry. These provide a uniform method of processing military troops
for all of the inspectional agencies, including adequate inspection of
cargo and baggage without unnecessary delays to the movement of the
troops, where the arrival or departure point is not normally staffed
by inspectional personnel.

In certain overseas areas U.S. military and civilian personnel handle
customs inspections. To assist when inspectional workloads are
excessive, additional overseas personnel were authorized to make
such inspections.

Uniform procedures, implementing certain regulations governing
the importation of emergency purchases of raw materials by the
Department of Defense, were provided for ports where these ship-
ments arrive. The new instructions expedite the release of these
commodities and facilitate the filing of entries by the Department of
Defense in cases where merchandise is released before the filing of an
enfry.

When an aircraft conveying precleared passengers is diverted by
weather or operational necessity to an airport where no .customs
officer is on duty, all precleared baggage and passengers may be
released by the airline before a customs officer arrives, provided that
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the airline retains any listed on the General Declaration as exceptions.
This new authorization enables precleared passengers and baggage
to leave the airport without the delays previously encountered.

United States and Canadian Customs have adopted a joint United
States-Canada intransit card for baggage moving in bond between
ports of one country via the territory of another. This is one of
several improvements in which carriers have been authorized to use
a common seal, joint manifest, etc., for both United States and
Canadian customs purposes.

The booklet Customs Information for Exporters to the United States,
for the assistance of American importers and foreign exporters to the
United States, was revised and distributed. A brochure Customs In-
formation for Exhibitors at the United States Trade Fairs for private
exhibitors, representatives of foreign governments, and concessionaires
who contemplate importing articles for display at a fair, exhibition,
or exposition was prepared to explain customs requirements in non-
technical language.

Entry of merchandise—The Bureau of Customs established the
following procedures to curtail widespread abuse of the free entry
provision for gifts valued at $10 or less: Assessment of uniform
penalties, including forfeiture on gift parcels which are falsely labeled,
undervalued, ete.; adoption of a declaration to be signed by the
recipient for the free entry of gifts which have been assessed with
duty, in order to obtain release of the parcel duty free when the gifts
are bona fide; and provision of a warning stamp to be affixed to
“passed free’’ gift parcels requesting the addressee to report the facts
to Customs if the contents are not bona fide gifts.

A nominal customs value was authorized for importations of certain
business machine punch cards, records, tapes, maps, charts, and other
business records, as well as certain works of art, and media bearing
musical compositions or information to be imported for noncommercial
purposes. The adoption of this nominal value concept has relieved
appraising officers of the necessity for obtaining cost of production
information and importers of the requirement for furnishing this
information.

Export control.—Special procedures were authorized to permit
validation of documents and inspection of air export shipments at the
port of origin rather than at the port of exportation. This new pro-
cedure applies only to domestic cargo laden at the port of origin on an
international flight and transferred at the port of exportation to
another aircraft of the same airline. It has eliminated many delays
which occur when all export documentation requirements have not
been met. Similar procedures are being tested to permit authentica-
tion of export declarations at the port of origin for export cargo
laden on a domestic flight to a port of exportation.

Liquidation of entries.—Intensive efforts to reduce the backlog of
formal entries ready for tentative liquidation resulted in a decrease
from 458,000 entries on June 30, 1962, to just over 346,000 entries at
the close of fiscal 1963, almost 25 percent.

Public relations developmenis.—In August 1962 an information
and publication office was established in the Bureau of Customs.
In each of the principal field offices an employee was designated as an
information aide to implement the public relations program. Through-
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out the fiscal year several new leaflets, revised pamphlets, posters,
statistical information, and reprints of articles explaining different
ty}ﬁg of customs services, were prepared and distributed to the
public.

Enforcement activities.—As a result of a major management study,
the Customs Agency Service was reorganized from 14 districts and
foreign offices into seven regions with headquarters in Rome, Ttaly;
Tokyo, Japan; New York; Miami; Houston; Chicago; and Los
Angeles. As of July 1, 1963, each regional headquarters was staffed
by a supervising customs agent and three assistants. This and other
improvements have increased coordination and appropriate action on
cases of national scope; relieved customs agents in charge of many
administrative details; consolidated budget and personnel functions;
and provided for better utilization of manpower.

A nationwide training agreement which authorized the selection and
training of customs port investigators at grade G3-5 with promotion
to GS-7 upon satisfactory completion of a minimum of six months
training was approved by the Civil Service Commission. The training
program will provide Customs with qualified enforcement personnel
after a relatively short period of intensive training.

During the fiscal year five training sessions for newly appointed
customs port investigators were conducted at New York, Los Angeles,
and Seattle.

Delegations of authority.—The Customs Regulations were amended
to grant additional authority to collectors to settle certain types of
customs violations without prior review by Bureau officials. This
has aided in reducing the number of minor fines, penalties, and for-
feiture cases incurred for violations of customs laws. Another change
authorized customs agency personnel to appraise merchandise seized
when the value was under $100.

Other improvements.—During fiscal 1963 of the 747 employee
suggestions submitted, 237 were adopted. Suggestion awards totaling
$6,735 represented tangible savings of $23,000.

In cooperation with the Agency for International Development, 112
foreign customs officials from 39 different countries were given exten-
sive training in the practical operations of the U.S. Customs Service.

Upon the recommendations of the Interagency Textile Administra-
tive Committee and the succeeding President’s Cabinet Textile
Advisory Committee under the Long-Term Cotton Textile Arrange-
ment, Customs placed restrictions on the entry or withdrawal for
consumption of 64 categories of cotton textiles and cotton textile
products. A total of 87 quotas were imposed and prohibitions were
1ssued against the entry or withdrawal of eight product categories.
Weekly reports on the status of all quotas and weekly records on 17
separate categories were furnished for the use of the Committee.

The National Customs Service Association and the United States
Appraisers and Examiners Association were formally recognized at the-
national level and 47 employee organizations were granted local
recognition under the provisions of the employee-management regula-
tions issued by the Bureau of Customs.
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A per diem rate, based on the cost of lodging in particular localities,
was established for each customs port of entry, customs station, and
other places where customs employees travel regularly. These new
guidelines are more specific and equitable than previous instructions.

Management teams from the Bureau headquarters inspected 62
collection, comptroller, appraisement, agency, and chemist districts.
These inspections provided: A reevaluation of present and future
manpower requirements; simplified procedures; and other improve-
ments to promote safety, morale, and efficiency.

Office of Defense Lending

The Office of Defense Lending, established July 1, 1957, by Treasury
Department Order No. 185, is responsible for the following 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 assigued 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 Emergency Planning of the Executive
Office of the President.

No new loans were authorized during the fiscal year 1963. ILoans
outstanding were reduced from $121.3 million to $53 million during
the year. Commitments totaling $1.5 million at the close of fiscal
1962 were terminated. The net reduction-in notes payable to the
Treasury amounted to $69.4 million. Interest payments of $3.4
million were made.

Activities under the Federal Civil Defense Act

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 Corporation Liquidation Act (50 App. U.S.C. 2261). Since
the close of fiscal 1955 no administrative expense allowance has been
authorized for this program, and no applications for new loans have
been accepted. As of July 1, 1962, the loans outstanding amounted
to $691,687 and deferred participation commitments to $1,308,343.
These loans had been reduced to $582,739 and the commitments to
$476,992 as of June 30, 1963. Notes payable to the Treasury were
reduced by $135,000. Interest paid amounted to $13,243. ’

Liquidation of Reconstruction Finance Corporation assets

The Reconstruction Finance Corporation was abolished effective at
the close of June 30, 1957, pursuant to the provisions of Reorganization
Plan No. 1 of 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
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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 as of June 30,
1957, of $250,000 or more, securities of and loans to railroads, secu-
rities of financial institutions, and the windup of corporate affairs.

. Net income and proceeds of liquidation amounting to $3.6 million
were paid into the Treasury as miscellaneous receipts in fiscal 1963,
thus making a total of $50.6 million paid since July 1, 1957. The
portfolio of RFC loans, securities, and commitments amounted to
$7.2 million on June 30, 1963, a reduction of $1.1 million from the
$8.3 million outstanding a year earlier. Total reductions effected
have amounted to $48.3 mullion, approximately 87 percent of the
portfolio of $55.5 million transferred to the Secretary of the Treasury
on July 1, 1957.

The Office of Domestic Gold and Silver Operations

The Office of Domestic Gold and Silver Operations, in the Office. of
the Under Sécretary for Monetary Affairs, assists the Under Secretary
in the formulation, execution, and coordination of policies and pro-
grams relating to gold and silver in both their monetary and com-
mercial aspects. The Office administers the Treasury Department
Gold Regulations relating to the purchase, sale, and control of in-
dustrial gold; issues licenses and other authorizations for industrial,
professional, and artistic use of gold, both in the United States and
abroad; receives and examines reports of operations; and investigates
and supervises the activities of users of gold. Investigations into
possible violations of the Gold Regulations are correlated with those
of the U.S. Secret Service and other enforcement agencies.

Industrial gold conirols

Because of the gold supply and balance-of-payments problems,
control over the industrial use of gold has assumed increased impor-
tance. The examination of gold reports, the verification of records,
and field inspections have been intensified.

Increased purchases of gold for industrial use from the Treasury.—
The sales of gold for industrial use by the Treasury, which in 1961 were
2,154,468 ounces, amounted to 2,746,046 ounces in 1962. Auditors
from the Office of Domestic Gold and Silver Operations examined
the books and plants of all gold users whose purchases from the Mint
had increased materially in calendar 1962. The survey was made
to obtain explanations for the increases and to ensure that the gold
was being put to legitimate use. It was found that the sales of
jewelry had increased and that more gold was being consumed in
electronics and related uses. In addition, certain foreign gold which
formerly came into the United States for refining and sale, was being
diverted to other countries, and thus was not available to domestic
consumers.

Renewal of gold licenses.—All of the industrial gold licenses expired
on December 31, 1962, and since they had been in effect for four years,
except for those issued originally during the period, it was determined
that a complete reexamination be made of the approximately 1,200
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gold licensevs. Examinations were made of the files and reports,
field audits were made where considered advisable, and all licenses
were brought up to date.

Gold coin licensing—On July 20, 1962, Executive Order 11037
(see exhibit 36) was issued by the President. This prohibited the
acquisition or holding abroad, or the importation of gold coins into
the United States except under a license issued by this Office. A
six-month period was given to those citizens who held rare gold coins
abroad at the time of the issuance of the order, in which to dispose
of them to a person not subject to the jurisdiction of the United States
or to import them into the United States. This grace period expired
December 31, 1962.

The regulations issued under this Executive order (see exhibit 37)
provide that licenses be issued only in exceptional cases. Since
rulings under the Gold Regulations have always been based upon
the character of the gold coin itself, that is, its numismatic value,
rulings as to licenses are made with reference to the exceptional
numismatic character of the coins proposed to be acquired and
imported. This determination is made in consultation with the
Curator of Numismatics at the Smithsonian Institution, who is the
governmental authority on the subject.

The order and regulations have resulted in a vastly increased
volume of work. A list of U.S. coins which are eligible for importa-
tion has been compiled, but comprehensive lists of eligible foreign
coins are not yet available.

Many persons, not knowing of the order, have purchased gold
coins abroad which must be impounded by Customs upon their arrival
in the United States until a determination as to their eligibility for
importation may be made. Many U.S. citizens resident abroad
were not aware of the order in time to meet the deadline for importa-
tion and, in addition, many persons have gold coins mounted in
jewelry, which come within the gold coin rulings. An effort is being
made, in collaboration with the Bureau of Customs, to evolve pro-
cedures which will reduce the amount of correspondence entailed in
these cases.

Statistics re: End use of gold—Requests for statistics regarding
the end use of gold have been received from congressional committees,
other Government agencies, and private industry. Accordingly,
end-use certificates which are required to be executed by any
purchaser of semiprocessed gold in an amount of $200 or more have
been tabulated according to end use. Before this, the examina-
tion of the end-use certificates had been purely for the purpose of
determining that the use was legitimate and not for classification in
categories. A preliminary survey was made by correspondence,
questionnaires, and personal visits to persons using gold, and an
estimate was made for the calendar year 1962 of the amount of gold
actually consumed in industry. The amounts used in general
categories, that is, jewelry, dental, and industrial, which included
electronics, space and defense use, by the over 6,000 firms purchasing
semiprocessed gold are estimated in the accompanying table. The
end-use certificate form was modified in certain respects so that
more detailed information regarding uses will be compiled on a
continuing basis. '
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Estimated allocation of gold by use for the calendar year 1962

Dollars,
Use Fine ounces based on Percent
$35 per ounce
Jewelry and arts . 2,297,654 | $80,417, 890 65.19
Dental 346,111 12,113, 885 9.82
Space and Aefense ..o - oo e - 435, 282 15,234, 870 12. 35
Other Industry . o oo e 445, 503 15, 592, 605 12. 64
Motale el 3,524, 550 | 123, 359, 250 100. 00

Gold subsidy bills.—A number of bills which in effect would give a
subsidy to gold producers have been introduced in the Congress. In
general, they would have the effect of setting up a gold purchase
authorlty, first suggested for the Department of Defense and then for
the Department of the Interior, which would pay to the gold miners
$105 per fine troy ounce, or 3 times the monetary value, and would sell
at the same price to the industrial users of gold. Any gold not pur-
chased by industry would be sold to the Treasury Department at $35.
Since these proposals would have the effect of setting up two prices
for gold in the United States, and because of the adverse implications
of such a two price system for the central role of the dollar as an
international currency convertible into gold at the present fixed
price, the Treasury Department expressed its opposition in hearings
held on S. 1273 on July 15, 16, 17, 1963, by the Senate Committee
on Interior and Insular Affairs.

Silver legislation

Legislation for the repeal of the Silver Purchase Act of 1934, section
4 of the act of July 6, 1939, and the act of July 31, 1946, had been
introduced at the request of the administration in February 1962 and
. again in 1963. Statements on the bill were made by the Secretary
of the Treasury on March 11 and 14, and April 29, 1963. The
legislation (77 Stat. 54) was enacted on June 4, 1963. (See exhibits
38 and 39.)

Its passage had little effect upon the work of this Office since few
purchases of silver had been made, except as integral parts of a gold
deposit, since 1958, and the sale of silver under the acts had been sus-
pended by the President in November 1961. Although the new
legislation permits sales of silver should the market price go above
the monetary price, this contingency did not occur during the fiscal
year 1963.!

Bureau of Engraving and Printing

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

1 See also report of the Treasurer of the United States, p. 125.
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Deliveries of all classes of work to the customer agencies in the
fiscal year 1963 totaled 36,259,917,549 pieces, as compared with
27,715,972,318 pieces in 1962, an increase of 8,543,945,231, or ap-
proximately 30.8 percent, in the deliveries of Bureau products.

Management attainments

In accordance with the provisions of Executive Order 10988, on
employee-management cooperation, the Bureau extended recognition
to 18 employee organizations, 3 on an informal basis, 2 on a formal
basis, and 13 with exclusive recognition. The Employment Policy
Review Board continued its studies of Bureau administrative practices
to insure further compliance with the Treasury’s long-standing
nondiscrimination policy by all levels of management.

Manpower requirements were reviewed throughout the year and
each vacancy was evaluated before a request was made for a replace-
ment. The reduction of personnel from 2,943 employees at the
beginning of the fiscal year to 2,938 at its close was accomplished
although there was a substantial increase in product requirements.

The Bureau conducted industrial engineering studies, analyses of
production processes, and quality control surveys to improve methods,
operations, and efficiency, and insure development and practice of
sound quality control systems. Improvements were made in equip-
ment and in processes in the manufacture of currency and postage
stamps. To facilitate operations, further modifications were made on
sheet-fed rotary currency presses and web-fed rotary stamp presses.
Other Bureau research activities to improve the quality of its products
related to paper, tape, labels, film, adhesives, presses, and equipment.

Close liaison was maintained with the Department of Agriculture
concerning the expanded food stamp program and with the Post
Office Department to plan for the increasing demand for postage
stamps as well as the abnormally high requirement for postage stamp
books.

Reviews and audits made by the Bureau Internal Audit Staff
indicate that in the fiscal year 1963, 70 financial and management
type audits, containing 27 audit recommendations were released.
Fifty recommendations were cleared and only 28 audit recommenda-
tions were still under consideration at the close of the year.

Through the excess property program the Bureau received $6,690
from the sale of obsolete equipment and material declared excess and
obtained equipment valued at $32,563 at no charge through the
Federal utilization program.

Annual recurring savings of $18,106 are estimated to accrue from
employee suggestions adopted. There were 209 cubic feet of non-
current records transferred from office space to the records storage
area and 616 cubic feet of obsolete records were destroyed. In
response to 1,131 requests, 88 new forms were prepared, 33 were
eliminated, 9 consolidated, and 314 were improved and revised.

The emphasis which Bureau management continued to place on
the Treasury Department safety program resulted in a steady improve-
ment in its safety record. The calendar year 1962 proved to be the
safest in the history of the Bureau and won for it the Secretary of
the Treasury’s Safety Award for bureaus in the 1,000 or more personnel
category.

707-484—64——9
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Forty-seven Bureau training classes were attended by479 employees;
136 employees attended 49 programs conducted by other agencies;
and 10 employees attended 8 programs conducted by nongovernment
organizations. A qualifications and skills inventory of all employees
in positions below GS—11 was taken in order to advise employees of
vacancies utilizing additional skills.

Estimated savings resulting from management improvements
during fiscal 1963 totaled 51 man-years and approximately $278,338
on a recurring annual basis. All realized savings were applied against
production costs and have been reflected either in billing rates or in
1inventory valuations.

New issues of postage stamps and deliveries of finished work

New issues of postage stamps delivered by the Bureau in fiscal 1963
are shown in table 92. A comparative statement of deliveries of
finished work for the fiscal years 1962 and 1963 appears in table 93.

Finances

Bureau operations are financed by reimbursements to the Bureau
of Engraving and Printing fund, as authorized by law. Comparative
financial statements follow.
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Statement of financial condition June 30, 1963 and 1962

Assets June 30, 1963 | June 30, 1962
Current assets:
Onhand. . ..o_.__oileeeiee. 746,727 focmmeeneoeeees
With the T'reas 5, 586, 571 $3, 314, 240
Accountsreceivable . _______.____.___________. 2,031, 021 2,081, 938
Inventories: !
Raw materials 1,036, 858 800, 032
‘Work in process 3, 743, 900 3, 954, 540
Finished goods. 1, 356, 059 3,138, 817
Stores_._______ - 1, 064, 567 1, 064, 505
Prepaid expenses. .. __.__...__._. 73,134 56, 248
Total current assets_ - s 15, 638, 837 | 14, 410, 320
TFixed assets: 2
Plant machinery and equipment._._._______________________.______. 18, 457,911 19, 684, 923
Motor vehicles._._ 97,785 94, 300
Office machines 242, 381 193, 714
Furniture and fixtures___ 444,492 442, 275
Dies, rolls, and plates. .. 3, 955, 961 3, 955, 961
2, 558, 323 2,196, 607
Fixed assets under construction [ - 68, 204 306,030
25,825,057 26,872, 810
Less accumulated depreciation. . ... oo 12, 335, 541 12, 370, 307
13, 489, 516 14, 502, 503
Excess fixed assets (written down to 109, of hook value)._.._......._ 4,132 819
Total fixed assets . J S 13,493, 648 14, 503, 322
Deferred ChargeS oo oo —mc i —mmnn 132,498 64, 632
T0ta) ASSetS . - e e nan 29, 264, 983 28,978, 274
Liabilities and investment of the United States
Liabilities: 3
Accounts payable. . e $312, 109 $452,127
Accrued liabilities:
ayroll___.._. 1,174,878 1,019, 555
Accrued leave. 1,743, 658 1, 643, 968
Other___..__. 166, 197 97,776
Trust and deposit liabilities 651, 571 576,777
Other liabilities. .. . el 1,760 1,082
Total liabilities. .. oo ciicceeees 4,050,173 3,791, 285
Investment of the U.S, Government:
Appropriation from U.S. Treasury 3, 250, 000 3, 250, 000
Donated assets, net 2. __ 22, 000, 930 22, 000, 930
25, 250, 930 25, 250, 930
Accumulated earnings, or deficit (—)4 .. —36, —63, 941
Total investment of the U.S8. Government ... 25, 214, 810 25, 186, 989
Total liabilities and investment of the U.S. Government__._____ 29, 264, 983 28,978,274

! Finished goods and work in process inventories are valued at cost, including administrative and service
overhead, 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 Plant machinery and equipment, furniture and fixtures, office machines, and motor vehicles acquired
on or before June 30, 1950, are stated at appraised values. Additions since June 30, 1950, and all building
appurtenances are valued at acquisition cost. The act of Aug. 4, 1950 (31 U.8.C. 181a) which established
the Bureau of Engraving and Printing fund specifically excluded land and buildings valued at about
$9,000,000 from the assets of the fund. Also excluded are appropriated funds of about $1,100,000 expended
or transferred to GSA for extraordinary expenses in connection with uncapitalized building repairs and
plans for air conditioning. Dies, rolls, and plates were capifalized as of July 1, 1951, on the basis of average
unit costs of manufacture, 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 totaled $6,991,069 as of June 30, 1963, as compared with $3,626,842 at June 30,
1962. The June 30, 1963, figure includes $2,833,437 for the acquisition of a multicolor postage stamp web-fed
printing press. In addition, procurement action had been initiated by the close of fiscal year 1963 leading
toward the acquisition of other high-speed printing equipment at an estimated cost of $1,600,000.

4 The act of Aug. 4, 1950, provided that customer agencies make payment to the Bureau at prices deemed
adequate to recover all costs incidental to performing work or services requisitioned. Any surplus accruing
to the fund in any fiscal year is to be paid into the general fund of the Treasury as miscellaneous receipts
except that any surplus is applied first to restore any impairment of capital by reason of variations between
prices charged and actual costs.
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Statement of income and expense, fiscal years 19683 and 1962

Income and expense 1963 1962
Operating revenue: Sales of engraving and printing. ... ... $28, 464, 977 $24, 681,845
Operating costs:
Cost of sales:
Direct 1abOr . el 10, 004, 372 9, 366, 156
Direct materials useq. ..o ccaiccccacacaaaea , 043, 3,946, 379
Prime €08t . e 14, 047, 926 13, 312, 535
Overhead costs:
Salaries and indireet Yabor. __.__________ 7,718, 968 7,307, 064
Factory supplies. oo aaas 1, 216, 557 1,061,617
Repair parts and sSupPles. oo 287,993 88, 218
Employer’s share personnel benefits. ... ... 1,322,479 1,274,941
Rents, communications, and utilities.. - 505, 507 488, 086
Other services - 296, 860 294, 843
Depreciation and amo - 1,612,843 1, 578, 862
Losses on disposal or retlrement of fixed a 49, 484 56, 539
Sundry expense (Meb) .. oo ceccecncamenn 93,777 36, 694
Total overhead ..o 13,104, 468 12, 386, 864
Total costs 1 e 27,152,304 25, 699, 399
Less:
Nonproduction costs:
Shop costs eapitalized.... ..o e 200, 556 164,125
Cost of miscellaneous services rendered other agencies. .____. 508, 080 450, 630
708, 636 614, 765
26, 443, 758 25, 084, 644
Net increase (—), or decrease in finished goods and work in process
PEVRZ3 00y o Ut SO OU O ERERR 1,993,398 —427,311
Cost Of SANeS . - e 28,437,156 24,657, 333
Operating profit_ el 27,821 24, 512
Nonoperating revenue:
Operation and maintenance of incinerator and space utilized by other
Treasury activities 308,468 385,779
Other SeIVICeS . m e m oo e ool 109, 612 64, 851
- 508, 080 450, 630
Nonoperating costs: .
Cost of miscellaneous services rendered other AEENCIeS . - oo 508, 080 450, 630
27,821 24, 512

Net profit for the year 2 el

1 No amounts are included in the accounts of the fund for (1) interest on the investment of the Govern-
ment 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 Aug. 4, 1950 and (3) certain costs of services performed by other

agencies on behalf of the Bureau.

2 The act of Aug. 4, 1950, provided that customer agencies make payment to the Bureau at prices deemed
adequate torecover all costs incidental to performing work or services requisitioned. Any surplus accruing
to the fund in any fiscal year is to be paid into the general fund of the Treasury as miscellaneous receipts
except that any surplus is applied first to restore any impairment of capital by reason of variations between

prices charged and actual costs.
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Statement of source and application of funds, fiscal years 1963 and 1962

Funds provided and applied 1963 1962
Funds provided:
Sales of printing .. eccacmmcmmcmaan $28, 464,977 $24, 681, 845
Operation and maintenance of incinerator and space utilized by other
Treasury activities . oo ees 3908, 468 385,779
Ofher SerVICeS . o oo ot e oo ccemm e memmmmmmme—mm——————e 109, 612 64,851
28,973,057 25,132,475
Less cost of sales and services (excluding depreciation and other charges ’
not requiring expenditure of funds: Fiscal year 1963, $1,662,327; fiscal
year 1962, $1,625,401) ..o oo oo ccicccccccan -] 27,282,908 23, 472, 561
1, 680, 149 1,659, 914
Sale of surplus equipment . .. e ciccmaaeanas 10,1 3,784
Total funds provided. ..o e mneaan 1, 700, 302 1, 663, 698
Funds applied:
Acquisition of fixed assets._. ... o . . 619, 930 739, 625
Acquisition of experimental equipment; and plant repairs and altera-
tions to be charged to future operations___ . _________________________ 110, 742 16, 951
Increase in working capital ... .. oo ool 969, 630 907,122
Total funds applied . . oo i oo icemccccceeeman 1, 700, 302 1, 663, 698
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Fiscal Service
BUREAU OF ACCOUNTS

The Bureau’s major functions are Government-wide in scope.
They cover the Government’s central accounts and financial reports;
disbursing for virtually all civilian Federal agencies; supervising the
Government’s depositary system; determining qualifications and
underwriting limitations of surety companies to write fidelity and
other surety bonds covering Government activities; investing Govern-
ment trust funds and other funds; administering Treasury loans and
advances to Government corporations and agencies; accounting and
reporting for foreign currencies acquired by the U.S. Government;
and staff participation in the joint financial management 1mprovement
program,

Central Accounting and Reporting

Résumé of advances since 1948

In October 1948, there was established what is now referred to as
the joint financial management improvement program. Briefly, one
of its purposes was to develop sound accounting within each agency,
as a working arm of management, in terms of financial information
and control. Fifteen years ago when the program began, the system
of central accounts was geared to certain statutory (warrant)
requirements which, although having served an essential purpose
earlier, had become outmoded, resulting in overlapping and duplication
of effort by the Treasury, the General Accounting Office, and the
administrative and disbursing agencies concerned. That system
has evolved into an accounting for the cash operations of the Govern-
ment, a system based on the considerations that served as the frame-
work for sections 114 and 115 of the Budget and Accounting Proce-
dures Act of 1950 (31 U.S.C. 66b-66c). The present system is tied
to the reporting of cash transactions by disbursing, collecting, and
administrative offices and the Treasurer of the United States, is based
on the accounts maintained by these offices, and is unified centrally
to present results for the Government as a whole.

During this fifteen-year period, the central financial reporting of
the Government has undergone considerable change. As a result of
cooperative efforts by the Bureau of the Budget, the General Accounting
Office, the Treasury Department, and other agencies, in carrying out
the objectives of the Budget and Accounting Procedures Act of 1950,
the scope has been expanded and the quality of central financial
reporting improved, replacing inadequate disclosure of information,
lack of consistency, and duplication.

The following chart illustrates developments over this period.
It necessarily represents only a general outline of a major moderniza-
tion of central accounting and reporting. The system which has
evolved since 1948, apart from simplifications and better quality of
results in Treasury operations, has freed the operating agencies from
central rigid bookkeeping requirements, thereby permitting talent
and energy to be applied in the basic financial services to management
as was envisioned by the 1950 act.
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FIFTEEN YEARS OF PROGRESS IN CENTRAL
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Systems improvement

Bureau staff in the fiscal year 1963 continued to represent the
Treasury Department on the steering committee and survey teams
of the joint financial management improvement program in a con-
tinuing Government-wide effort to improve financial practices.

An agreement was completed with the State of Virginia for with-
holding State income taxes on the compensation of Federal employees,
bringing to 28 the number of States (including the District of Columbia)
with which agreements have been completed. Action was initiated
toward a voluntary system of withholding State income taxes from
Federal employees residing in those States where agreements have
been signed, but whose place of employment is outside the State of
residence.

Other systems work included participation in developing an
electronic data processing (EDP) system for certain central accounting
and reporting operations and a centralized Fiscal Service payroll and
development of the Bureau’s administrative accounting system
integrated with a cost-based operating budget.

Central accounting

The Division of Central Accounts maintains the central accounts
for the Federal Government. These provide the accounting basis
for compiling receipt and expenditure data for financial statements
of the Government as a whole, interlocking all cash transaction
relationships between the Government’s disbursing, collecting, and
fiscal officers and the Treasurer of the United States.

Early in fiscal 1963 a favorable report was submitted on the
feasibility of using a computer system for certain central accounting
and reporting operations; an application study is proceeding with the
development of plans for the first phase of EDP systems operation
in fiscal 1964.

The central and regional offices of the Division of Central Accounts
processed 3,625,421 accounting items during fiscal 1963, compared
with 3,881,951 in 1962. For the most part, workload reductions
reflect the results of continuing simplification in paperwork relating
to accounting operations.

Central reporting

During fiscal 1963 several steps were taken to provide new, more
timely, and more meaningful reporting of the Government’s financial
transactions. For example, regulations were issued to obtain monthly
data on gross obligations incurred, by object class. This new central
reporting, effective with July 1963, was undertaken at the request
of the Director of the Bureau of the Budget, in recognition of the
need for timely data on the economic impact of Government operations
on the private economy.

With the collaboration of the Office of the Treasurer of the United
States, the format of the daily Treasury statement was revised,
effective January 1963, to present the data in more logical sequence,
enhancing its use as a report of cash flow in and out of the Treasurer’s
accounts.
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The Monthly Statement of Receipts and Expenditures of the United
States Government was revised to conform to concepts and classifica-
tions presented in the 1964 Budget document. The major changes,
effective with the June 1963 issue, included an expansion of summary
tables to include trust fund receipts and expenditures, a new table
summarizing cash transactions with the public, and a table showing
intragovernmental and noncash transactions eliminated therefrom, to
come to a cash basis.

Control of foreign currencies

Pursuant to Executive Order 11036, dated July 11, 1962, the Treas-
ury Department and the Department of State established procedures
whereby American tourists may purchase Egyptian pounds through
the American Embassy in Cairo. Similar procedures may follow in
other countries where the United States holds currencies in excess of
normal requirements.

Legislation has been submitted to the Congress which would permit
using for regular operating purposes the foreign currencies which by
law are now held in a ‘reserve’” status for funding certain programs.
Many of these currencies are held idle for long periods and, in the
meantime, the Government buys such currencies on the market to
meet regular needs.

For details of foreign currency holdings and transactions see tables
102 and 103.

Internal auditing

Substantial progress was made in developing formal audit programs
relating to fiscal activities. Management-type audits were instituted
and staff assigned to broaden the scope of the audits beginning in
fiscal 1964. Comprehensive audits were conducted in the Kansas
City and New York regional offices, and surveys of specific procedural
and operational problems were made in various other offices.

On January 2, 1963, incident to the appointment of a new Treasurer
of the United States, a verification was made of the balances of cash,
gurrency, and securities of the Office of the Treasurer of the United

tates.

Disbursing Operations

During most of fiscal 1963 the Division of Disbursement operated
with fourteen regional disbursing offices, servicing over 1,600 offices of
agencies located throughout the United States, its possessions, and
the Philippines.

Electronic data processing systems were installed in the Birmingham
and San Francisco offices in October 1962. These two EDP systems
and others previously installed in the Chicago, Kansas City, and Phil-
adelphia offices were used to prepare social security benefits, veterans’
benefits, income tax refunds, national service life insurance divi-
dends, railroad retirement benefits, interest payments on public debt
securities, and some Federal employees’ salaries and U.S. savings
bonds. More than 259,240,000 checks (77 percent of the Division’s
entire volume) were so issued. The high productivity and efficiency
of the electronic process led to installation of a similar computer sys-
tem in the Washington office for operation at the beginning of fiscal
1964.
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Incident to conversions to electronic systems, and after review of
the workload remaining in all non-EDP offices, it was decided to close
the Boston, Mass., Dallas, Tex., and Portland, Oreg., offices. The
Boston office was closed on May 31, 1963; the other two are scheduled
for closing early in fiscal 1964.

The average cost of processing checks and bonds in fiscal 1963 was
3.34 cents per item, compared with 3.73 centsin 1962. These process-
ing costs mclude amortizations of owned (capitalized) EDP equip-
ment and exclude one-time costs for EDP site preparation and closing
of offices as well as postage.

There follows a comparison of fiscal year 1962 and 1963 workloads:

Volume !
Classification

1962 1963

Payments:
Social security benefits
Veterans’ benefits..___
Income tax refunds_ ..

| £ 162, 552, 270 177, 966, 489
-1 63,256,915 63,011,104
40, 470, 741 40, 704, 667

6,013, 284 6, 076, 295

Veterans’ national service life insurance dividend program..

117 ¢ T2 R A _| 42,051,476 44, 768, 616
Adjustments and transfers._ - r 178,578 127,112
Savings bonds ISSUed . o - - oo cmdmeeaccmaan 3,999,111 4,529,171

01 ) R RN r 318,522,375 | - 337,183,454

1 Excludes items financed by reimnbursements.
r Revised to exclude reimbursable items on a basis consistent with fiscal 1963 data.

Deposits, Investments, and Related Activities

Federal depositary system
The various types of depositary services and the number of com-

mercial banking institutions authorized to provide each service, as of
June 30, 1963, are shown in the following table:

Number of
Type of service provided by depositaries “banking
institutions
Receive proceeds from deposits by taxpayers and sale of public debt securities for credit in
Treasury tax and 10an aCCoUNtS - - . - oo ieciccaiamacen 11,644
Receive deposits from district directors of internal revenue, military finance officers, and
other Government officers. .. iccicmcemeeos 889
Maintain official checking accounts of postmasters, clerks of U.S. courts, and other Govern- .
ment officers 4,384
Furnish bank drafts to Government officers in exchange for collections 2,242
Service State unemployment compensation benefit payment and clearin; 58
Operate limited banking facilities at military installations:
In the United States and its outlying areas. ..o oo oo oocoloo.- ©278
) ) T4 o U . 165

Loans and advances by the Treasury

The Bureau of Accounts administers loan agreements with. those
Government corporations and agencies authorized by law to borrow
from the Treasury to finance certain programs. Tables 109 and 110
show the status of loans and advances as of June 30, 1963, '
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Surety bonds

The Secretary of the Treasury issues certificates of authority, re-
newable every June 1, to corporate sureties qualified to execute bonds
in favor of the United States (6 U.S.C. 8). A list of companies
holding certificates is published annually in the Federal Register
(Department Circular No. 570, Revised). A total of 248 companies
were so authorized, as of June 30, 1963; during the year, 34,035 bonds
and consent agreements were approved by the Bureau as to corporate
surety.

Executive agencies are required by law (6 U.S.C. 14) to obtain
blanket, position schedule, or other types of surety bonds covering
employees who must be bonded. The legislative and judicial branches
are permitted by the same law to follow this procedure. There follows
a summary of the agencies’ bonding activities: :

June 30,1962 | June 30, 1963

Number of officers and employees covered:

O e U 1,008, 059 958,622
Legislative and judicial branehes. ... 1,522 1, 688
ot L eele. 1, 007, 581 960, 310
Aggregate penal sums of bonds procured:
Executive branch. . .- $3,538,697,750 | $3, 424, 001, 530
Legislative and judicial branches. ... .. ... 11, 318, 500 12, 085, 500
o] Y 3, 550, 018, 250 3, 436, 087, 030

Premiums paid by Government (annual basis): -
Executive branch......._...... e mm e mmm e 280,775 282, 596
Legislative and judicial branches 2,091 1,980

17 282, 866 284, 576
Administrative expenses:
Executive branch. ..o 45,295 42,968
Legislative and judicial branches_ ..o oo oo 582 764
B 1) 7 ) OO UV 45,877 | - 43,732
World War I

Under funding and moratorium agreements covering World War I
indebtedness, the Government of Finland made payments during the
year totaling $396,484; these payments are used to finance certain
educational exchange programs with Finland (20 U.S.C. 222). For
further details regarding World War I indebtedness of all foreign
governments to the United States, see tables 104 and 105.

World War I

Under lend-lease and surplus property agreements, the Treasury
received dollar payments totaling $66.9 million (including the dollar
value of silver repaid); payments in local currencies had a dollar
equivalent of $14.5 million. Cumulative payments and credits against
thgloriginal indebtedness amount to $3,633.7 million, as indicated in
table 107.

Credit to the United Kingdom

Under the Anglo-American financial agreement, the United King-
dom made payments totaling $123.1 million, of which $68.0 million
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was interest. Cumulative payments through June 30, 1963, totaled
$544.7 million of principal, leaving an unpaid principal balance of
$3,205.3 million. Interest payments to date aggregate $717.9
million. There also remains to be paid deferred interest installments,
totaling $139.8 million. For details regarding deferred payments,
see page 137 of the 1962 annual report.

Japan, postwar (World War II) economic assistance

Under an agreement dated January 9, 1962, the Government of
Japan is to pay the United States $490 million, plus interest, in
settlement of post-World War II economic assistance. Initial
payments of $28,334,125 as principal and $6,125,000 as interest were
received during fiscal 1963.

Germany, postwar (World War II) economic assistance

Under the External Debt Settlement Agreement of February 27,
. 1953, as amended, the Federal Republic of Germany paid to the
Treasury, during fiscal 1963, the amount of $5,009,263.70 as interest
on a postwar (World War II) economic assistance loan. Through
June 30, 1963, cumulative paymeunts on principal amounted to
$799,629,452.21, leaving a principal balance of $200,370,547.79.
Because of advance payments made, the next principal installment is
not due until January 1, 1966.

Claims Against Foreign Governments and Nationals

Foreign Claims Settlement Commission

On October 4, 1962, the Foreign Claims Settlement Commission
had completed adjudications under the Czechoslovakian Claims
Program, with awards of $113,645,205 certified to the Treasury for
payment. Payments are necessarily limited to actual funds available,
derived from sale of certain blocked Czechoslovakian assets, and
follow a prescribed order of priority. Awards of $1,000 or less were
paid in full and, additionally, a pro rata distribution has been made
on all awards over $1,000. Additional funds for further payments
are not expected. .

In addition to the initial payment of a maximum of $1,000 on all
awards under the Bulgarian, Hungarian, Rumanian, Ttalian, aund
Soviet claims programs, the Treasury has made pro rata payments as
follows: Five from the Bulgarian claims fund, one from the Hungarian
claims fund, two from the Rumanian 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 1958 annual report (page
112) contains information regarding the origin and history of the
claims against these five governments. For the present status of the
claims funds, see table 95.

Under the agreement signed July 16, 1960, regarding claims of
American nationals against the Government of Poland, the Treasury
received the third annual installment of $2,000,000 on January 10,
1963. A balance of $34 million is to be repaid over the next 17 years.
Through June 30, 1963, a total of 9,883 claims had been filed with
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the Commission. The time for filing claims with the Commission has
expired. In March 1963 the Commission began to certify awards to
the Treasury.

Mixed Claims Commission, United States and Germany

On April 1, 1963, the Treasury received $4,000,000 from the Federal
Republic of Germany, as its annual payment on claims arising out of
World War I, as provided by the agreement of February 27, 1953.
This payment was used to make an additional distribution to holders
of awards certified by the Mixed Claims Commission. For the status
of the claims funds, see table 94.

Divested property of enemy nationals

As of June 30, 1963, the balance on deposit in the Treasury as 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)), was $641,405. The funds are being held in the names of
individuals who are nationals of Bulgaria ($88,678), Hungary
($408,071), and Rumania ($144,657). To date, the Department of
Justice has authorized refunds to individuals aggregating $227,018.

Other Operations

Management improvement program

The continuing search for operating economies resulted in adoption
of improvements creating additional annual recurring savings of
$1,045,815, which includes $967,568 realized in disbursing operations.

Training
A two-week middle management development program was
inaugurated, with 16 management personnel participating initially.

The course was developed in conjunction with and conducted by staff
of the American University.

Donations and contributions

“Conscience fund’’ contributions received in the Bureau during the
year and deposited into the Treasury amounted to $32,558.56. Other
unconditional donations totaled $141,463.48. Such receipts by other
Government agencies amounted to $3,894.10 and $21,363.11 respec-
tively. Conditional gifts to further the defense effort amounted to
$3,790.80.

The Secretary of the Treasury is authorized (31 U.S.C. 901 (a)) to
accept gifts of money or property donated for the purpose of reducing
the public debt. Gifts of money and the proceeds of real or personal
property credited to this account in fiscal 1963 amounted to $10,210.10,
creasing the cumulative total to $12,213.11. Of this amount,
$12,000.00 has been used to purchase and retire public debt securities.

Government losses in shipment

Claims totaling $536,691 were paid {from the revolving fund estab-
lished by the Government Losses in Shipment Act, as amended.
’I]‘:Iable 115 shows the status of the fund and details of operations under
the act.
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Payment of pre-1934 Philippine bonds

The Treasury maintains a trust account for deposits by the Philip-
pine Government, representing amounts payable as principal and
mterest on bonds of the Philippine Government issued prior to
May 1, 1934. For the status of the account as of June 30, 1963,
see table 79.

Withheld foreign checks

On May 20, 1963, Department Circular No. 655 was amended to
prohibit the delivery of U.S. Government checks to payees residing
i Cuba.

Deposits of interest charged on Federal Reserve notes

In fiscal 1963 the Treasury received $828,485,777.73 from Federal
Reserve Banks as interest on outstanding Federal Reserve notes in
excess of gold certificates held as collateral against the notes (12
U.S.C. 414). For cumulative payments by the Banks over the
period 1947-63, see table 36.

Depositary receipts

The following table shows the volume of depositary receipts for
the fiscal years 1958-63. (See page 141 of the 1962 annual report
for further details.)

Income and Railroad Federal
Fiscal year social retirement | excise taxes Total

security taxes
8, 481, 485 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
9, 908, 068 10,724 618,971 10, 537, 763

10, 477,119 10,262 610, 026 11, 097, 407

11,161, 897 9, 937 619, 519 11,791, 353

Nore.—Comparable data for 1944-57 will be found on p. 141, 1962 annual report.

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
Department circulars offering public debt securities, the direction of
the handling of subscriptions and making of allotments, the formula-
tion of instructions and regulations pertaining to each security issue,
the issuance of the securities, and the conduct or direction of trans-
actions 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 issue
of checks in payment of interest thereon, and the handling of claims
on account of lost, stolen, destroyed, or mutilated securities.

The Bureau maintains offices in Chicago, Ill., Parkersburg, W. Va.,
and Washington, D.C. The Savings Bond Audit Branch in Cincin-
nati, Ohio, which had been processing retired paper type savings bonds,
was closed as of December 31, 1962, and its operations transferred to
the Chicago and Parkersburg offices.
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Under Bureau supervision many transactions in public debt secur-
ities 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 19,000 in all) cooperate in the issuance of savings bonds.

Management improvement

Electronic data processing (EDP) activities of the Bureau were
expanded to include operations involving certain retired savings
bonds in paper form. Effective August 1, 1962, incident to the closing
of the Cincinnati office, provision was made for the transmittal of all
redeemed Series A-E paper savings bonds to the Parkersburg office,
where they are audited and classified electronically in essentially
the same manner as retired Series E card bonds. After audit and
classification, the serial number of each retired Series E paper bond
is recorded on magnetic tape. Previously this retirement informa-
tion had been recorded manually in registers maintained in the Chi-
cago office. The manually posted registers are being microfilmed
and utimately will be destroyed. Inquiries requiring reference to
the serial number records will be searched on microfilm in the Chi-
cago office; items not closed out on the old registers will then be
referred to the Parkersburg office for searching on tape.

Modifications and refinements in existing programs have in-
creased the effectiveness of the electronic system and certain related
procedures, and made possible the release of a number of pieces of
conventional tabulating equipment used to perform various minor
operations. Steps also have been taken to inaugurate a pilot study
of the feasibility of substituting microfilm and magnetic tape for
registration stubs as the media for obtaining Series E bonds issue
data from large volume agents which use electronic computers to
inscribe bonds.

A continuing analysis of the transistorized equipment, installed on
a rental basis during fiscal 1962, showed that the central processor
operated at a high efficiency level and that its purchase would pro-
vide a cost advantage to the Bureau within a reasonable time. Ac-
cordingly, this equipment was purchased in November 1962.

Auditing and classifying of issue and retirement transactions
of Series F, G, H, J, and K savings bonds have been concentrated
in the Chicago office, which performs related operations for bonds of
these series. The classification of retirement transactions was
transferred as of July 1, 1962, in anticipation of the closing of the
Cincinnati office; the classification of issue transactions was trans-
ferred from the Federal Reserve Banks as of January 1, 1963. These
changes have permitted standardization of the basic procedures
governing the audit of and accounting for savings bonds.

Typical examples of other management improvements follow.
The authority of paying agents to redeem Armed Forces leave
bonds was withdrawn as of the close of business on September 29,
1962; this change has simplified the audit procedure and reduced
the incidence of pricing errors. A simplified method of computing
the part-term interest on Federal Housing Administration deben-
tures was developed. Check issue and name and address informa-
tion for interest payable on registered Treasury bonds and notes
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has been converted to punch cards in lieu of addressograph plates.
The transmittal of the stubs of spoiled Series E card bonds has been
discontinued and all spoiled bond processing standardized.

A number of changes in organizational structure were made to
promote more effective utilization of manpower and reduce personnel
costs. These changes included: The closing of the Cincinnati
office effective December 31, 1962; the reorganization in the Chi-
cago office of three subunits in the Division of Loans and Currency
Branch; and the abolishment of the Numerical Register Section
of the Division of Retired Savings Bonds and the transfer of its
remaining functions. In the Washington office, the Securities
Transactions and the Claims sections of the Division of Loans and
Currency were merged.

Department Circular No. 300, General Regulations With Respect
To United States Securities, reorganized and rewritten, was approved
on April 19, 1963. Provisions relating to advance refunding offerings,
redemption and redemption-exchange transactions, and taxpayer
identifying numbers were added. See exhibit 10.

In anticipation of the reporting to the Internal Revenue Service
of the interest paid on registered securities, regulations were issued
requiring the inclusion of taxpayer 1dent1fy1ng numbers as a part of
the registration information on registered Treasury bonds and notes
and Series H and K savings bonds. Action also was taken to obtain
the taxpayer numbers of owners of outstanding securities of those
types for association with registered accounts and check issue records.
This program is being developed jointly with the Internal Revenue
Service and the Division of Disbursement.

Special attention has been deveted to the personnel management
programs of the Bureau. More positive recruitment procedures were

established. A planned series of publications will provide information
on such subjects as personnel procedures, classification, and the rights,
benefits, and obligations of Federal employees. Career development
plans have been adopted for two operating divisions in the Washington
‘office. Training opportunities were provided for employees at all
levels; there was participation in 32 programs presented outside the
Bureau and 14 programs within it.

Under the incentive awards program, 179 suggestions were received
and 45 were adopted with estimated recurring savings of $19,963.
Cash awards totaling $1,355 were made for the adopted sug gestlons
Cash awards totaling $12 150 were given to 82 employees who received
outstanding performance ratings. An additional $13,042 was dis-
tributed to 280 employees for sustained superior work performance.
One Special Act or Service Award in the amount of $150 was made.
Two Bureau employees received the Treasury Department’s Merito-
rious Service Award.

Bureau operations

One measure of the work of the Bureau is the change in the com-
position of the public debt. The debt falls into two broad categories:
public issues and special issues. The public issues consist of market-
able Treasury bills, certificates of indebtedness, notes, and bonds; and



ADMINISTRATIVE REPORTS 119

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 the year, 19,011 individual accounts covering publicly held
registered securities other than U.S. savings bonds were opened and
22,363 were closed. This reduced the number of open accounts on
June 30, 1963, to 242,184 covering registered securities in the principal
amount of $12,811 million. There were 488,536 interest checks with
a value of $409,996,848 issued to owners of record during the year,
an increase of 17,515 checks from the number issued in 1962, and a
decrease in value of $16,212,249.

Redeemed and canceled securities other than savings bonds received
for audit included 5,138,232 bearer securities and 394,202 registered
securities, a total of 5,532,434 as compared with 5191,569 in 1962;
and 18,511,169 coupons were received, which was 1,973,858 less than
in 1962,

A summary of public debt operations handled by the Bureau ap-
pears on pages 17 to 40 of this report, and in allied tables 26 to 56.

U.S. savings bonds.—The issuance and redemption of savings bonds
creates great administrative problems for the Bureau of the Public
Debt. The work involved includes: maintenance of alphabetical
and numerical ownership records for the 2.5 billion bonds issued
during the past 28 years; adjudication of claims; replacement of lost,
stolen, and destroyed bonds (which totaled 1.8 million pieces on June
30, 1963); and the handling and recording of retired bonds.

Detailed information of sales, accrued discount, and redemption of
savings bonds will be found in tables 46 to 48, inclusive.

There were 95.6 million stubs representing issued bonds of Series
E received for registration making a grand total of 2,451.1 million,
including reissues, received through June 30, 1963. In recent years
original stubs of paper type bonds were arranged alphabetically in
semiannual blocks, by name of owner, and microfilmed. The stubs
were then arranged in numerical sequence by bond serial numbers
for a full calendar year file and microfilmed, after which they were
destroyed. These microfilms are permanent registration records.
The original issue of paper bonds was discontinued in fiscal 1958.

The issue stubs of the punch-card type bonds are microfilmed in
batches as they are received by the Bureau. Electronic data proc-
essing equipment is used to audit the stubs and develop a numerical
and alphabetical register on magnetic tape showing ownership of
bonds. In addition, the magnetic tape file of bonds issued serves as
a locator index to the bond stub image on microfilm.

The following table shows the status of processing operations for
registration stubs of card type Series E savings bonds. The table
also includes information on operations for all retired bonds in card
form, and paper type Series E bonds reissued since January 1, 1962,
or redeemed since August 1, 1962.

707-484—64-——10
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Balance
Con- Au-
verted | dited Not
TFiscal year Re- [ Micro-| Key- to and De- con-
ceived | filmed jpunched| mag- | classi- {stroyed; Un- Not | verted | Unau-
netic fied fibmed | key- to dited
tape punched| mag-
. 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 |l 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 02.9 | 154.4 15 3.1 3.5 4.8
90.2 88.7 89.1 83.9 ) 154.1 2.3 5.4 5.4 6.9
93.9 95.0 95.0 93.0 69.6 2.7 4.7 4.7 8.2
505. 5 503.5 503.5 500.0 | 436.4 | oo fecmccfeccoaeee
Retired card type Series E savings bonds recorded in Parkersburg office
(in millions of pieces)
0.1 7.8 |ecmeee 0.8 7.0 17.4 10.2
53.2 52.8 |oucnen 5 .8 9.4 2.6
60.0 52.4 20.6 1.4 3.5 4.6 5.4
62.4 62.8 93.0 5 1.7 1.9 2.3
61.1 60.3 95.0 1.6 3.0 3.2 4.4
64.3 63.5 48.3 2.2 3.8 3.8 5.8
30131 2991 | 256.9 | |ecccmcn oo e
Series E savings bonds processed in Parkershurg office
(in millions of pieces)
7 0.7 oo 0.1 0.1 0.1
20.8 19.9 5.1 6 1.1 11 2.0
21.5 20.6 {75 N (RO NI SIS Ao

All retired Series E savings bonds are now handled in the Parkers-
burg office. There, after microfilming, the bonds are audited and re-
quired permanent record data are prepared by an electronic data
processing system before being destroyed. Prior to August 1, 1962,
retired paper bonds of all series, except Series E bonds retired on
reissue transactions after January 1, 1962, were processed through the
Cincinnati office where they were audited, microfilmed, and
destroyed. A list of the serial numbers of bonds audited by the
Cincinnati office was 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 Chicago
and Cincinnati offices.
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Retired paper type savings bonds of all series recorded in
Chicago office (in millions of pieces)

Status of posting

Period Number of
retired
bonds Balance

reported Posted Verified

Unposted | Unverified !

1,608.5 1,605.2 1,499.1 3.3 28.0
50.3 50.4 86.2 3.2 3.3
45.3 45.7 556.5 2.8 4.9
37.1 37.2 39.3 2.7 2.8
28.6 29.2 32.6 2.1 1.2

8.9 11.0 12:2 | e[ cemen

1,778.8 1,778.8 1,724.8 |._ .-

1 Excludes 53.9 million pieces received in 1954 and 1955 which were not verified.

Retired paper type savings bonds of all seriesin the branch audit offices !
(in millions of pieces)

Period
Balance
Bonds Audited Micro- e-
received filmed stroyed
Unaudited | Unfilmed 2
Cumulative through June 30,
1058 1,145.0 1,141.4 1,128.0 3.6 5.9 1,076.8
48.7 49.1 47.7 3.2 6.9 72.4
43.2 44. 4 46.2 2.0 3.9 47.5
32.6 32.9 34.0 1.7 2.5 32.2
28.4 28. 4 28.2 1.7 2.7 28.3
2.3 4.0 5.0 [omm oot 33.6
1, 300.2 1,300.2 1,280 1 |ooeo oo 31,290.8

! Cincinnati audit office was closed in fiscal 1963 and was the last of five such offices to be closed. This
tableineludes data for all five offices.

2 Excludes 9.4 million pieces of unfilmed spoiled stock transferred to permanent storage and 1.7 million
pieces of unissued stock destroyed without microfilming.

3 Excludes 9.4 million pieces of spoiled stock transferred to permanent storage.

Of the 84.9 million Series A-E savings bonds redeemed prior to
release of registration and received by the Bureau during the year,
82.7 million, or 97.5 percent, was redeemed by approximately 15,700
financial institutions. These paying agents were reimbursed 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. During the year a total
of $10,703,064, an average of 12.94 cents per bond, was paid to the
agents.

The following table shows the number of savings bonds outstanding
as of June 30, 1963, by series and denomination.
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Denomination (in thousands of pieces)
Series 1 Total :

$10 $25 $50 $100 $200 $500 | $1,000 | $5,000 | $10,000 | $100,000

447, 633 822 | 238,416 | 99,297 | 76,793 | 7,456 | 11,041 | 12,866 |...__.. 41 2
417 | - 85
3l i
4 1
2 [ 4
59 [ 21
129 | 38
372 DDLUl we [T we| | m| 0 sl
416 |- 7

Total..._| 455,562 | 822 | 238, 553

*Less than 500 pieces.
1 Currently only Series E and H bonds are on sale.

The following table shows the number of issuing and paying agents
for Series A-E savings bonds by classes.

Building
and

Com-
Post savings Credit panies All
June 30 offices 1 Banks and unions operating others Total
loan payroll
associa- plans
tions
Issuing agents
24,038 15,232 3,477 2,081 29,605 @ 54,433
25,060 15,225 1, 557 522 3,052 550 45, 966
y 15,692 1,555 428 2,942 588 23,681
1,120 16,178 1,778 336 2,401 688 22, 501
1,093 16, 436 1,851 320 2,352 643 22, 695
1,061 13, 505 1,617 285 2,045 590 819,103
1,046 13, 559 1,670 281 1,978 573 19,107
1,011 13, 644 1,679 269 1,857 560 19, 020

13, 466 13, 466
15,623 16, 691
16, 269 17,652
16, 860 18,778
17,127 19,153
13,670 315,449
13,687 15,553
13,826 15,735

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 Dec. 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 reclassification by Federal Reserve Banks effective Dec. 31, 1960, to include
only the actual number of entities currently qualified.

Interest checks issued on current income type savings bonds (Series
G, H, and K) during the year totaled 5,165,049 with a value of
$296,043,088, an increase of 70,568 checks from those issued during
1962, and an increase in value of $19,950,657. New accounts estab-
lished for Series H bonds, the only current income type savings bond
presently on sale, totaled 184,211, while accounts closed for Series H
bonds totaled 119,625, an increase of 64,586 accounts.
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Applications during the year for the issue of duplicates of lost,
stolen, or destroyed savings bonds amounted to 44,958. These,
together with 998 cases on hand at the beginning of the year, totaled
45,956, In 27,375 cases the bonds were recovered, and in 17,155
cases the issuance of duplicate securities was authorized. On June 30,
1963, there remained 1,426 cases not settled.

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. Created by an act of Congress approved September 2,
1789, as amended (31 U.S.C. 141, 147), the Oflice of the Treasurer
uses the facilities of the Federal Reserve Banks as fiscal agents of the
United States to perform many of its functions. Included are: 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 which qualify as depositaries provide banking
facilities for the Government in the United States and in foreign
countries. Data on the transactions handled for the Treasurer by
the Federal Reserve Banks and commercial banks are reported daily
to the Treasurer and are entered in the Treasurer’s general accounts.

The Treasurer maintains current summary 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 Treas-
urer 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; and acts as special agent for the
payment of principal and interest on certain obligations of corporations
of the U.S. Government and on 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 Philippines.

The Office maintains facilities at the Treasury to: Accept deposits
of public moneys by Government officers; cash U.S. savings bonds and
checks drawn on the Treasurer; receive excess and unfit currency and
coins; and to conduct transactions in both marketable and non-
marketable public debt securities. The Office also prepares the
Daaly Statement of the United States Treasury and the monthly Circula-
teon 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
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 Treasurer of the Board of
Trustees of the Postal Savings System. She is also custodian of bonds
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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 three-year program for expansion and modernization of the
electronic data processing (EDP) system, initiated in the fiscal year
1961, was completed by the close of fiscal 1963 with virtually all com-
ponents replaced by more efficient equipment. The acquisition during
the year of faster and highly accurate card-to-tape converters brought
the capacities of this equipment into closer alignment with the m-
creased capabilities of the computer main frames and other peripheral
equipment previously acquired. A program for purchasing rather
than renting most of the EDP equipment was well underway at the
end of fiscal 1963 and is expected to result in considerable savings.

The new equipment will enable the office to handle the foreseeable
workload of both Government checks and Post Office money orders
for the next several years, with further reductions in item cost. In
fiscal 1957, during the earliest phase of the changeover to the elec-
tronic system, the cost was $.015 per check. In 1960 it was brought
down to $.006, and the latest improvements have reduced the cost to
$.004 per check. (All salary costs were adjusted to the 1963 levels
for purposes of comparison.) Other significant benefits realized from
the new EDP equipment are: Larger work units and simpler controls
resulting from reels of magnetic tape with capacity double that of
those formerly in use; earlier entry of checks into the system giving
the public, the disbursing officers, and the banking community better
service with respect to stoppage of payment, claims, and other matters
involving discrepancies; and earlier completion of the manual opera-
tions of balancing checks paid to checks charged by presenting banks
and to perfecting data for permanent records.

The conversion to processing postal money orders on the Treasurer’s
electronic system, which started near the end of the last fiscal year,
also was completed during fiscal 1963. In April 1963 the remaining
money order accounts were brought under the new payment system
so that, in addition to the estimated annual volume of checks (490
million in 1964 and 521 million in 1965), the Treasurer will be process-
ing, on a reimbursable basis, approximately 240 million money orders
for the Post Office Department. Improved control and servicing of
the orders and overall savings to the Government of at least $650,000
annually, are expected.

Arrangements were made with the General Services Administration
whereby all paid checks and many of the related records are stored
in the Federal Records Center at Mechanicsburg, Pa., including some
previously stored in Alexandria, Va. This consolidation facilitates
the withdrawal of checks and makes possible earlier action on claims
for lost or stolen checks and adjustments of accounting differences.

Employee participation in on-duty and off-duty training programs
in automation and supervisory, managerial, and executive develop-
ment has improved the bureau’s ability to select qualified personnel
for important managerial jobs. A training procedures circular was
issued during fiscal 1963.
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Assets and liabilities in the Treasurer’s account

A summary of the assets and liabilities in the Treasurer’s account at
the close of the fiscal years 1962 and 1963 is shown in table 57.

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.

Gold—The gold assets declined during fiscal 1963 as they have
each year since 1957. Disbursements of $1,046.4 million and receipts
of $344.5 million on the daily Treasury statement basis resulted in the
net reduction of $701.8 million shown in table 57. The final balance
on June 30, 1963, was $15,733.2 million with a free gold balance of
$120 million. The declines in earlier fiscal years were: (in millions)
1958, $1,266.6; 1959, $1,651.6; 1960, $382.5; 1961, $1,771.8; and 1962,
$1,115.0.

Silver.—To conserve silver bullion for increasing coinage require-
ments, the Treasury Department continued to sell silver only to
Government agencies. The Treasurer’s Office gradually reduced the
silver certificates outstanding, by permitting their replacement with
Federal Reserve notes. Silver bullion at the monetary value of
$1.29+4 per ounce, beld to secure outstanding certificates, thus was
made available and released to the Bureau of the Mint for coinage.
However, silver certificates are also secured by standard silver dollars
in the Treasury, none of which have been coined since 1935. Although
outstanding certificates were reduced $150.3 million during the year,
the reduction was offset by a drop of $49.9 million in the holdings of
silver dollars which passed into circulation at an unprecedented rate.
By allowing the free silver balance to decline $4.4 million, the Treas-
urer’s Office was able to release for coinage use 81 million ounces of
silver bullien with a monetary value of $104.7 million.

An act approved on June 4, 1963 (77 Stat. 54) (see exhibit 39)
repealed the Silver Purchase Act of 1934 (31 U.S.C. 311a, 31864, 316b,
4052, 448-448e, 734a, and 734b), the silver purchase provisions of
- the act of July 6, 1939, section 4 (31 U.S.C. 316¢), and the act of
July 31, 1946, relating to the use and purchase of silver (31 U.5.C.
"316d).r The new law provides that the Secretary of the Treasury
maintain ownership and possession or control within the United
.States of silver of a monetary value equivalent to the face amount of
all outstanding silver certificates. Unless the market price exceeds
the monetary value, the Secretary may not dispose of silver held or
owned by the United States in excess of this reserve requirement
except that he may sell it to other Government departments and
agencies or use it in coining standard silver dollars and subsidiary
silver coins. This legislation repealed the requirement that the
.Treasury purchase newly-mined domestic silver at the fixed price
of 90} cents per ounce, a requirement that had been suspended by
Presidential directive on November 28, 1961. (See annual report
for 1962, page 151.) Silver certificates shall be exchangeable iby
‘the Treasury on demand for silver dollars or, at the option of the
Secretary of the Treasury, for silver bullion of a monetary value
equal to the face amount of the certificates. Another provision

1 Seo also report of the Office of Domestic Gold and Silver Operations, p. 102,
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of the new law authorizes issuance of Federal Reserve notes in $1
and $2 denominations for the first time. This will make it possible
to replace more readily outstanding silver certificates (mainly in
$1 denomination) by Federal Reserve notes.

Transactions in silver bullion during the year are summarized in
the following table,

Silver bullion
Held to
Fiscal year 1963 secure silver Held for coinage, ete.
certificates
Monetary | Monetary | Cost value | Recoinage
value value value
(In millions)
On hand July 1, 1962, o oo ieceaieaean $2,183.1 $8.4 $21.6 $0.1
Received (+), or disbursed (—), met | —2.7 -+0.9 +2.0
Revalued (& TR P, *) -
Released for coina; —104.7 -
Used in €oINAZe. - oo e m e L1
On hand june 30, 1963. . - o iiacaas 2,078. 4 4.3 225 |oemoeeeem

*Less than $50,000.

Balances with depositaries.—The following table shows the number
of each class of depositaries and balances on June 30, 1963.

Deposits to the

Class

Number of
accounts with
depositaries !

credit of the
Treasurer of the

United States

June 30, 1963

Federal Reserve Banks and branches
Other domestic depositaries reporting directly to the Treasurer
Domestic depositaries reporting through Federal Reserve Banks:
QGeneral depositaries
Special depositaries, Treasury tax and loan accounts
Foreign depositaries 3

36 | 2$1,148, 329, 413

44 37, 527, 998
1,771 226, 605, 902
10,644 | 10,324, 211, 590
6 49,167, 154
13,571 | 11,785, 842,057

11ncludes only depositafies having balances with the Treasurer of the United States on June 30, 1963.
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 $341,894 511 in process of collection.

3 Principally branches of '0.8. banks and of the American Express Company, Inc.

Bureau operations

Recetving 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. All
payments are withdrawn from this account. Moneys deposited and
withdrawn in the fiscal years 1962 and 1963, exclusive of certain
intragovernmental transactions, are shown in the following table on
the basis of the Daily Statement of the United States Treasury.
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Deposits, withdrawals, and balances in the Treasurer’s account

1962

1963

Balance at beginning of fiseal year. ..o ceeeaeas

Cash deposits (net):
Internal revenue, customs, trust fund, and other collections___._.
Public debt recexpts L.

L(iass1 Accrued discount on U.S. savings bonds and Treasury
ills. -

Purchases by Government agencies (net) 2.

Sales of securities of Government agencies in market (ne

Total net deposits.

Cash withdrawals (uet):
Budget and trust accounts, ete_ .. -
Public debt redemptions 1. .
Less redemptions included in budget and trust accounts. .

Total net withdrawals._......

$6, 694, 119, 954

$10, 430, 398, 549

r 105, 910, 789, 098
203, 530, 446, 85¢

—2, 571,118, 247
502, 677, 061
950, 771, 810

114, 453, 793, 551
227,000, 711, 290

~2,857, 938,673
—1, 981,089, 754
25, 674, 499

r 307, 318, 217, 454

336, 641,150, 913

r 112, 188, 289, 891
194, 300, 562, 743
—1, 647, 689, 011

118, 476, 596, 149
219, 341, 901, 015
—1,824, 574, 500

r 304, 841, 163, 623

335, 993, 922, 664

Change in clearing accounts (checks outstanding, deposits in transit,

unclassified transactions, etc.) (net deposits) 1,259, 219, 764

10, 430, 393, 549

1,038, 554, 365
12,116,176, 163

Balance at close 0f iscal Year. .. v oo maro oo

r Revised.
1 For details for 1963 see table 39.
2 Includes net purchases of public debt securities in the market.

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,
](;hieﬂ)}rl through the facilities of the Federal Reserve Banks and their

ranches.

The Federal Reserve Banks and branches, as agents of the Treasury,
redeem and destroy the major portion of the U.S. currency as it
becomes unfit for circulation. A small amount is handled directly
by the Treasurer’s Office.

Federal Reserve Banks issue Federal Reserve notes; they 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 Corap-
troller of the Currency verifies the upper halves. Both halves are then
destroyed under the direction of a special committee.

The Currency Redemption Division also redeems unfit paper
currency 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. PDuring fiscal 1963 such currency was examined for
44,719 claimants and payment made therefor to the extent of
$16,046,123.

A comparison of the amounts of paper currency of all classes, in-
cluding Federal Reserve notes, issued, redeemed, and outstanding
during the fiscal years 1962 and 1963 follows.
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1962 1963
Pieces Amount Pieces Amount
OQutstanding July 1. ... 3,632,683, 740 [$34, 688,829,789 | 3,783,776,539 | $35, 848,273, 859
Issues during year-.__.._._____._.__.._. 1,720,343,853 | 8,834,281,203 | 1,818, 874,687 9, 685, 107, 640
Redemptions during year_._ 1,569,251,054 | 7,674,837,133 | 1,682, 566,500 | ~&, 048,605,339
Outstanding June 30 _=77__..____.____ 3,783,776,539 | 35,848,273,859 | 3,920,084,726 | 37,484,776,160

Since enactment of the Old Series Currency Adjustment Act (31
U.S.C. 912-916) on June 30, 1961, only gold certificates of the Series of
1934 and silver certificates issued after June 30, 1929, have been
carried in the Treasurer’s accounts as respective liabilities against gold
and silver. Older issues of these currencies are redeemable from the
general fund of the Treasury and the amounts outstanding are shown
as noninterest-bearing public debt (see table 41). This is true also for
old series Federal Reserve notes (issues prior to the Series of 1928)
inasmuch as the Federal Reserve Banks, following approval of the act,
deposited funds with the Treasurer for the redemption of these notes.
Funds for the redemption of Federal Reserve Bank notes and national
bank notes had been previously deposited with the Treasurer and
credited as public debt receipts.

U.S. notes are treated as a liability against gold to the extent of the
gold reserve established by law (31 U.S.C. 408). The remainder of the
amount outstanding appears as noninterest-bearing public debt.

Federal Reserve notes of 1928 and subsequent series are liabilities of
the respective banks of issue. However, a portion of the gold in the
Treasury that is earmarked for the Federal Reserve System is segre-
gated as a redemption fund for these notes pursuant to the act of
June 12, 1945 (12 U.S.C. 414). Redemptions made by the Currency
Redemption Division are charged against this fund.

In accordance with the legislation of June 30, 1961 (31 U.S.C. 915¢),
the Secretary of the Treasury, on August 27, 1962, determined that
various old series currencies totaling $53 million would never be
presented for redemption and the public debt was reduced accordingly.
A similar reduction of $1 million had been made in fiscal year 1962.
The redemptions of paper currency shown in the preceding table
include these reductions.

Table 64 shows by class and denomination the value of paper
currency issued and redeemed or written off during the fiscal year
1963 and the amounts outstanding at the end of the year. Tables
59 through 63 give further details on the stock and circulation of
money in the United States.

Checking accounts of disbursing officers and agencies—As of June 30,
1963, the Treasurer maintained 2,310 checking accounts as com-
pared with 2,393 on June 30, 1962. The number of checks paid, by
categories of dishursing officers, during fiscal 1962 and 1963 follows.
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Number of checks paid
Disbursing officers

1962 1963

319, 558,152 337, 475,327
28, 670, 953 29, 123, 250
33, 834,057 32,107,033
33,152, 049 33, 688, 542
33, 770,098 34,417,927

448, 985, 309 466, 812,079

Settling check claims—During the fiscal year the Treasurer proc-
essed 509,000 requests to stop payment on Government checks,
including approximately 123,000 checks destroyed in a Railway Ex-
press car fire and 52,000 requests for information and for photostatic
copies of paid checks. Requests numbering 49,000 for removal of
stop payments were processed.

The Treasurer acted upon 218,000 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
33,000 claims, and $3,298,000 was recovered. Settlements and ad-
justments were made on 31,000 forgery cases totaling $3,614,000.
Disbursements from the check forgery insurance fund, established to
enable the Treasurer to expedite settlement of check claims, totaled
$307,000. As recoveries are made, these moneys are restored to
the fund. Settlements totaling $3,307,000 have been made from
this $50,000 revolving fund established by the act of November
21, 1941 (31 U.S.C. 561-564). The amount of the fund was in-
creased to $100,000 by appropriation of an additional $50,000
effective July 1, 1963. ‘

Claims by payees and others involving 92,000 outstanding checks
were acted upon. Of these, 75,000 were certified for issuance of
substitute checks valued at $27,193,000 to replace checks that were
not received or were lost, stolen, or destroyed. In addition, claims
by Federal Reserve Bank branches at Nashville and New Orleans
involving 116,000 cashed checks totaling $23,000,000, which were en
route to the Treasurer’s Office for credit when they were destroyed
in the Railway Express car fire, were processed under special
procedures. :

The Treasurer treated as canceled and transferred to accounts of
agencies concerned for adjustment the proceeds of 16,319 unavailable
outstanding checks, totaling more than $5,262,000.

Chllecting checks deposited.—Government officers during the year
deposited more than 6,980,000 commercial checks, drafts, money
orders, etc., with the Cash Division in Washington for collection.

Custody of securities.—The face value of securities held .in the
custody of the Treasurer as of June 30, 1962, and June 30, 1963, is
shown in the following table:
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June 30
Purpose for which held

1962 1963

As collateral:

To secure deposits of public moneys in depositary banks $133, 025, 100 $117,903, 100

To secure postal savings funds_.__ 18, 728, 500 16, 953, 500
In lieu of sureties. ......._._.._.._. 4,832,050 4, 637,400
In custody for Government officers and others:
For the Secretary of the Treasary ! ___.______ 34,888,248,969 | 35,796,249, 444
For Board of Trustees, Postal Savings System. 286, 637, 000 190, 737, 000
Tor the Comptroller of the Currency. .. _..._.____.____ 12, 341, 000 13, 960, 000
For the Federal Deposit Insurance Corporation. 1,357, 097,830 1,132,228, 100
For the Rural Electrification Administration_.__________ 99, 576, 759 119,931, 043
For the District of Columbia._________.___ 93, 563, 935 121,196,078
Tor the Commissioner of Indian Affairs. 36, 549, 150 36, 438, 425
TForeign obligations 2. ... _.__._.__. 12,064, 388,132 | 12,060, 226,132
Other 8 e C e 65,127, 646 86, 256, 956
For Government security transactions: .
Unissued bearer securities. o .o 1,853, 438, 750 1, 710, 531, 950
517 PN 50,913, 554,820 | 51,407,249,128

1 Includes those securities listed in table 109 as in custody of the Treasury.
2 Yssued by foreign governments to the United States for indebtedness arising from World War I.
3 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 varicus 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 1963, on the basis
of the Daily Statement of the United States Treasury were as follows:

Principal Interest paid | Registered | Coupon
with principal | interest ! interest

Banks for cooperatives.
District of Columbia Armory Board_
Federal home loan banks.

$941, 860,000 | $14, 921, 959
1, 953, 055, 000 42,473,325 |.
Federal Housing Administration_ 270, 093, 700 2,705, 317
Federal intermediate credit bank: 2,373,825,000 | 57,404,345 |._ .
Federal land banks_ ___._._..__ 439, 548, 300 138,387 | 8, 516,838
Federal National Mortga; 299, 982, 000

"96, 072, 323
89, 853, 075

Puerto Rico..___________ - , 000 6,323 5,063 113,023
Others. o eee 23,225 |. 2,970
o) 7 6,278,937,225 | 117,649, 655 | 28, 731,300 | 206, 737, 117

t On the basis of checks issued.

Office of Foreign Assets Control

The Office of Foreign Assets Control was established on October 15,
1962, by Treasury Department Order No. 128, Revision 1 (see ex-
hibit 41). The Office administers regulations 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 Cuban Import Regulations govern imports into
the United States of goods of Cuban origin, goods containing Cuban
components, or goods from or through Cuba.
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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.

n addition, the Control carries on licensing activities in connection
with transactions otherwise prohibited by the regulations mentioned
above and takes action to enforce these regulations.

Internal Revenue Service!

The Internal Revenue Service is responsible for collecting internal
revenue and for administering the internal revenue laws. One of the
major objectives of the Service is to preserve and strengthen the self-
assessment system of taxation through encouraging greater voluntary
compliance with the tax laws. The Service 1s also responsible for
administering certain other statutes including the Federal Alcohol
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 of $105.9 billion during
the fiscal year 1963 exceeded $100 billion for the first time in history.
This was an increase of $6.5 billion over 1962. During the year
there have been definite indications that voluntary compliance with
the laws by taxpayers is increasing. This trend reflects the salutary
effect of the Service’s programs dealing with taxpayer information
and assistance (including publications for taxpayers), direct enforce-
ment, and conversion to automatic data processing (ADP). For
example, many taxpayers came into district and local offices volun-
tarily paying taxes that were past due and stated that they wanted
to get their tax accounts current before ADP was fully implemented.
This improvement in voluntary compliance, together with favorable
economic conditions, was responsible for the sharp increase in
collections.

Individual income taxes rose $2.3 billion, 4.6 percent, and reflected
greater voluntary compliance and a continued rise in the national
level of personal income, particularly in salaries and wages. Cor-
poration income taxes increased $1.0 billion over 1962, a new high for
collections from this source.

Employment taxes, which accounted for 14.2 percent of all internal
revenue, increased 18.1 percent in 1963 and accounted for $2.3 billion
of the increase in total revenue. Gains in employment taxes reflected
not only the higher level of personal income, but also increases in tax
rates. The old-age, disability, and survivors insurance tax rate,
payable by both employers and employees, increased from 3% to 3%
percent on the first $4,800 of taxable wages, effective January 1, 1963,
Unemployment insurance taxes rose $0.5 billion, or 107.3 percent.
This increase was due primarily to the rise in the tax rate to 3.5 per-

Rl Adaitional information will be found in the separate Annual Report of the Commissioner of Internal
evente., .
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cent on taxable wages paid during the calendar year 1962 from the 3.1
percent rate in effect during 1961. Since the State credit is 2.7 per-
cent, the net Federal tax increased from 0.4 to 0.8 percent.

Excise tax collections increased $657.6 million, or 5.2 percent, in
1963; this approximates the dollar increase of 1962. The Federal use
tax on highway motor vehicles amounted to just under $100 million,
24.7 percent more than last year. Receipts from the Federal tax on
passenger automobiles, chassis, bodies, etc., were up $259.1 million,
or 19.9 percent. The excise tax on transportation of persons was
repealed effective November 16, 1962, except the tax on air travel
which was reduced to 5 percent. Collections from this source
dropped $28.8 million, or 11.0 percent, to $233.9 million.

A comparison of collections in the fiscal years 1962 and 1963 by
principal type of tax is shown below. Collections from 1929-63 by
detailed categories are given in table 21.

In thousands of dollars
Source
1962 1963
Income taxes:
[16) 5 2753 ¢ Lo ¢ U 21, 295, 711 22,336,134
Individual:
Withheld by employers. - o ccmcmmcccmmccmcme e 36, 246, 109 38, 718, 702
Other e e 14, 403, 485 14, 268, 878
Total individual income taxes. . 50, 649, 594 52, 987, 581
Total income taxes. - - . e 71, 945, 305 75,323,714
Employment taxes:
Old-age and disability insurance...._ ... . ... 11, 686, 231 13,484,379
Unemployment insuranee. ... . 457, 629 948, 464
Railroad retirement..._______ —— 564, 311 571, 644
Total employment taxes__._ - 12,708,171 15,004, 486
Estate and gift taxes. .. e 2,035,187 2,187,457
Excise taxes:
AlCOhO] baXeS L imccmcccaee 3,341,282 3,441,656
TODACCO LAKES - oo oo e 2,025,736 2,079, 237
Other excise taxe8. oo ccceooo 7,385,158 7,888, 844
Total excise taxes | 12,752,176 13, 409, 737
Total colleetions. ... | 99,440,839 105, 925, 395

Refunds.—During fiscal 1863 refunds of internal revenue, compris-
ing both principal and interest, totaled $6.6 billion, compared with
$6.3 billion in 1962. Gross collections, less refunds, were $99.3 billion
in fiscal 1963 and $93.1 billion in 1962. These amounts will differ
from net budget receipts which include gross collections of internal
revenue, customs duties, and receipts from miscellaneous sources
reduced by transfers to trust fund accounts, refunds of receipts, and
interfund transfers.

Interpretation and communication of tax law to taxpayers

To assist taxpayers to understand their rights and responsibilities,
the Service prepares and distributes basic regulations, rulings, tax
forms, and mstructions. It also publishes a series of tax guides
covering separate situations and disseminates information through
the various news media. District and local offices provide individual,
group, or telephone assistance to taxpayers to help them prepare
their returns correctly, comply with filing requirements, or meet
payment deadlines,
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Taxpayer publications.—Thisfis basically a self-help program for
taxpayers. In addition to providing instructions with the tax return
forms, the Service issues approximately 50 publications in plain
everyday language for the information and guidance of taxpayers on
practically all aspects of Federal taxation. Continuing the Service’s
“New Drirection” for greater emphasis on voluntary compliance
through an informed taxpaying public, numerous improvements and
expansions of the program were accomplished during fiscal 1963.
Each publication contamns detailed and easy to understand explana-
tions of the laws applicable to a particular problem area. Objectives
of this program are to expedite and increase the effectiveness of the
taxpayer assistance program, and to minimize the necessity for
individual assistance by Service personnel.

Public information program.—Utilizing the Centennial observance
as a point of interest, the Service conducted an accelerated public
information program throughout the fiscal year 1963 through the
press, radio, television, theater and group showings of films, and
speeches by Internal Revenue officials. Extended efforts were
directed toward increased public understanding of the Federal tax
laws and the rights and obligations of taxpayers.

In addition to the needs reflected by automatic data processing and
taxpayer assistance in general, the liberalization of depreciation guide-
lines and the effect of the Revenue Act of 1962 increased the necessity
for mass dissemination of information.

The keen public interest which developed in the tax aspects of
travel and entertainment expenses, retirement plan contributions of
self-employed persons, investment credit, and foreign investment,
resulted in substantial increases in news media inquiries and requests.
With the cooperation of the press, radio, and television, the Service
strengthened 1ts program of information thereby contributing toward
a better-informed public..

Taxpayer assistance program.—A basic component of the Service’s
program of fostering voluntary compliance is the taxpayer assistance
program. Taxpayers are assisted by specially selected individuals
who have demonstrated their technical proficiency and their ability
to deal effectively with the public.

During the filing period, 11.5 million taxpayers received aid in
preparing their tax returns. Assistance furnished taxpayers by
telephone rose from 6.3 * million in 1962 to 6.8 million in 1963. Tax-
payers receiving individual assistance numbered 470,000 compared
with 509,000 last year, but those furnished self-help -assistance in
1963 was substantially unchanged from 1962. .

Although the number of taxpayers assisted increased 3.0 percent
over 1962, the number of man-days expended decreased 9.9 percent,
from 131,518 in 1962 to 118,546 in 1963. This saving in time was
made possible by the greater emphasis placed on assistance by
telephone. .

Tax return forms program.—The Service’s continuing efforts to
improve and simplify. tax return forms were complicated by new
legislation, new regulations, and the impact of automatic data
processing. Members of the Tax Return Forms Committee: visited

r Revised.
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service centers and conferred with ADP specialists in order to minimize
processing problems. There was also close coordination with the
Social Security Administration and other Government agencies as
well as with State tax officials in matters of mutual concern. Several
new forms were designed or old ones revised as a result of legislative
changes. Other forms were eliminated and, in some cases, several
forms were combined into one. A number of sample forms and tax
rate tables illustrating the effects of proposed legislation were drafted.
Suggestions from professional groups, the public, and Service employees
were evaluated and utilized.

Regulations program —Fifty-three Treasury decisions, 9 Executive
orders, and 44 notices of proposed rulemaking, relating to matters
other than alcohol and tobacco taxes, were published in the Federal
Register. 'Twenty-one public hearings on the provisions of the
proposed regulations, which were published this year, were held in
accordance with the provisions of the Administrative Procedures Act.
Approximately 1,900 taxpayers or their representatives participated.

In the alcohol and tobacco tax area, certain regulations relating
to fruit-flavor concentrates were simplified and reissued. Other
regulations relating to tobacco products were rewritten for clarifica-
tion and reissued.

Receipt and processing of returns

Number of returns filed—The Service received 97.8 million tax
returns of all classes in the fiscal year 1963, an increase of 1.3 million,
or 1.4 percent, over those received in 1962. Individual income tax
returns increased 1.1 million. Declarations of estimated individual
income tax again, as in 1962, decreased by about 0.1 million. Employ-
ment tax returns increased 0.2 million. Nearly half of this increase
was in employers’ returns for household employees. Information
returns decreased from 340 million in 1962 to 327 million. This four
percent decrease in total information returns reflects a decrease in
the number of forms 1099 received in the latter half of fiscal 1963, due to
discontinuance of the requirement of filing such returns on a quarterly
basis. (Form 1099 is an information return reporting payments of
dividends, interest, and various other items.)

Service center functwns —The Atlanta Regional Service Center
began handling mndividual income tax returns during fiscal 1963.
That center and the three area service centers at Lawrence, Mass.,
Kansas City, Mo., and Ogden, Utah, processed 57.5 million individual
income tax returns in 1963. Of the returns processed, 49.2 million
were 1962 returns filed during the 1963 filing period and 8.3 million
were 1961 returns filed during the 1962 filing period, but processed
after June 30, 1962. The decrease of 3 million returns, 5 percent,
from the precedmcr fiscal year was due substantially to the accelerated
returns processing program maintained in the latter half of fiscal 1962
by the area service centers,

In addition, 4.9 million declarations of estimated individual income
tax were processed Accounts receivable were established for appro-
priate individual income and estimated tax returns. Area service
centers performed the mailing and delinquency check operations for
all employers’ returns for the district offices which they service. The
Atlanta Regional Service Center performed all processing, accounting,
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mailing, and delinquency check operations for certain business returns
filed in that region over the full fiscal year.

The transfer of work from the area service centers to regional
service centers under the ADP program continued as the mailing and
delinquency check operations for employers’ returns from the
Philadelphia region were shifted from the Northeast Service Center
to the new Philadelphia Regional Service Center. The processing
of individual income tax returns and declarations of estimated income
tax for the Atlanta region was transferred from the Midwest Service
Center to the Atlanta Regional Service Center during the second
half of fiscal 1963.

Automatic data processing.—Conversion to the automatic machines,
for processing tax returns, installed during fiscal 1962 on a carefully
phased basis with major attention being given to avoiding adverse
effects on employees to be redeployed, is proceeding on schedule.
After one year of experience in processing business returns under the
master file concept, the operations of the Atlanta center were expanded
in fiscal 1963 to process individual income tax returns. The Philadel-
phiagRegional Service:Center, began processing business returns in
January 1963.

The system already has demonstrated its capabilities and worth by
protecting the revenue and insuring fairer distribution of the tax
burden. This has been accomplished by detecting failures to file
required tax returns, detecting instances of multiple filing of over-
payment returns by the same taxpayer, and mechanically applying
overpayments, otherwise refundable, against outstanding taxes due
from the claimants.

Enforcement activities

To strengthen the self-assessment system and to promote voluntary
compliance the Service expends a substantial amount of its resources
on enforcement activities. These activities consist of correcting errors
in tax liability on returns voluntarily filed, securing delinquent returns,
collecting past due taxes, investigating cases in which there is evidence
or allegation of fraud, and enforcing the laws pertaining to alcohol and
tobacco products and firearms. The Service also administers a tax-
payer appeals system, processes civil litigation cases and those involv-
g criminal prosecution, and conducts the Federal-State cooperative
exchange program and the tax program abroad.

Examination of returns.—During the 1963 fiscal year 3.8 million
returns were examined, an increase of 11 percent over 1962. The
expanded use of correspondence audit techniques was a major factor
responsible for this increase.

In thousands of returns
Type of return
1962 1963

Income tax:
Corporation. el r 129 148
Individual and fidueiary . . ool 3,120 3,495
Total income tax_. - - 3,249 3,644
Estate and gift taxes 30 30
Excise and employment taxes 195 175
Grand total. N r 3,475 3,849

r Revised to include all examined exempt organization returns on basis consistent with 1963 data.
707-484—64 11
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The 3.8 million examinations resulted in over $2.1 billion of recom-
mended additional tax and penalties, an increase of $275.8 million over
last year. This is the first year that recommended tax deficiencies
have exceeded $2 billion.

Mathematical verification.—Approximately 57.5 million individual
income tax returns were mathematically verified during the fiscal year
1963, a decrease of 1.3 million, or 2.2 percent, from the preceding year.
The number of error cases disclosed by this process was 2.4 million,
about the same as in 1962. The number with tax increases rose 1.6
percent, while the number of returns with tax decreases dropped 5.6
percent. The average tax increase was $95 and the average decrease
$79. The aggregate tax increase was $148.1 million, compared with
$140.3 * million in 1962, while tax decreases totaled $69.4 million,
compared with $69.0 million in the fiscal 1962.

The rise in the amount of tax increases is attributed in part to the
more comprehensive mathematical verification of individual returns
processed for the first time by the ADP system in the Atlanta region
during the latter half of fiscal 1963.

Delinquency investigations and delinquent returns secured.—During
the fiscal year 1963 the Service secured 981,000 delinquent returns
reflecting $186.6 million of previously unreported tax. This was an
increase of 46,000 delinquent returns and $22.1 million over last year.
Over 1.7 million delinquency investigations were conducted, an in-
crease of 17.1 percent over the record number of 1.5 million in 1962.

The Service made a special effort this year to achieve optimum
enforcement of the highway use tax through the examination of both
internal and external source records. A record number of 140,000
delinquent highway use tax returns representing $21.2 million were
secured. :

In addition, in examining tax returns, district audit divisions secured
61,000 delinquent returns compared with 73,000 in 1962. Tax and
penalties on these returns amounted to $48.7 million, an increase of
24 percent.

Summary of additional tax from direct enforcement.—Additional tax,
penalties, and interest assessed in 1963 as a result of direct enforcement
activities totaled $2.2 billion, a new record. The following table gives
detailed amounts of additional tax from direct enforcement during the
last two fiscal years. :

In thousands of dollars
Sources

1962 1963
Additional tax, interest, and penalties resulting from examination...__._____ 1,627,604 1,859,975
Increase in individual income tax resulting from mathematical verification.-. r 140, 294 148,113
Tax, interest, and penalties on delinquent returns. ... ______________ 203,679 235, 267
Total additional tax, interest, and penalties...._ ... £ 1,971,577 2, 243, 356
Claims disallowed . n.a. 1,080, 794

r Revised.
n.a. Not available on & comparable basis.

r Revised.
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Tax fraud investigations, indictments, and con vctions.—The Service
placed special emphasis during fiscal 1963 on investigating tax law
violations involving political corruption and organued crime. The
drive against organized crime was, as last yea-, closely coordinated
with the Department of Justice.

Preliminary investigations totaled 10,873, corapared with 10,229 in
1962; full-scale investigations totaled 3 648 sompared with’ 3,469
last year. Prosecution was recommended in 2, ,2')8 cases, 80 more than
in 1962. Indictments were returned against 1,856 defendants in
1963, an increase of 154 over the 1,702 indictmoents returned in 1962,
In cases reaching the courts, 1,117 pleaded gui'ty or nolo coniendere,
176 were convicted, 73 acqultted and 230 cases were dismissed.
These compare with 1 ,013 pleas of guilty or nowo contendere, 178 con-
victions, 65 acqulttals, and 181 dismissals in the preceding year.

Specml agents of the Service continued to conduct nationwide
coordinated raids, as well as independent raids, against violators of
the wagering tax laws, making raids at 696 loc itions throughout the.
country. As a result, 939 persons were arrested and $377,000 in
currency and 188 automobiles were seized. A nationwide raid was
also made against violators of the coin-operated §:aming device tax law.

The number of convictions in the past ten liscal years (excluding
those for alcohol, tobacco, and firearms tax violators) is shown in the
following table.

Number of
Fiscal year individuals
conviected

154 L e e eae 1,291
208 o e Ao cm e mcmmem s e em—cm—meeomam—ae 1,339
2080 o e 1,572
B R U 1, 256
L0 o e e —e e m 1,096
108 o e e cemmememe 909
1960 . 1,086
1961 [ 1,231
1962. ISP 1,191
1963 e . 1,293

Alcohol and tobacco tax administration.—Intensive concentration on
the perfection of criminal cases under the msjor violator program
against the principals responsible for large-scale illicit distilling activi-
ties resulted in effective prosecution and trial action in most areas.
During the year, 591, or approximately 37 percent, of the 1,573 listed
major violators were arrested or indicted. The mandatory preventive
raw materials program continues to be an important adjunct to the
law enforcement effort. Through this program the Service prevents
to a considerable extent illicit distillers from obtaining sugar, yeast,
and containers essential to the production and packaging of nontax-
paid spirits.

Fourteen southern States accounted for 92.6 percent of the stills
and 95.3 percent of the mash seized in 1963. Seizures in all categories
declined, with the exception of nontaxpaid wines. The volume of
mash seized in the country as a whole, a significant index of the trend
of lHlicit production, decreased 9.7 percent, as shown in the following
table.
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Fiscal year Number of | Gallonsof | Number of

stills seized | mash seized [arrests made 1
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
1967 - R 11,820 6, 756, 600 11, 513
1958, 9,272 5, 140, 800 11, 631
1080 e 9, 225 4, 655, 600 10, 912
1960, . .- 8,290 4,274, 400 10,376
1961 J U, 6, 826 3, 669, 500 9, 503
1002, e e 6, 886 3, 424, 500 9,126
1963 o 6,213 3,092, 600 8, 507

1 Includes arrest for firearms violations and, beginning 1955, tobacco tax violations. Arrest involving
these two classes of violations during 1963 numbered 358 and 2, respectively.

Pilot operations initiated late in fiscal 1962 and completed this
year demonstrated the feasibility of further improvements in the
methods used by the Government to supervise distilled spirits plants.
Using the new procedures as guidelines, a nationwide survey was
made of inspector (on-premises) manpower requirements. Study of
the results indicates, in certain regions, the possibility of eliminating
a limited number of inspector (on-premises) positions as they become
vacant. During periods of peak activity, increased use would be
made of inspectors (general) for on-premises supervision. The policy
of not filling vacancies, except for emergency situations, resulted in
savings of approximately 59 man-years in inspector positions.

This year quality inspections, utilizing additional audit techniques,
were emphasized. At the beginning of the year, regions were author-
ized to select premises to be inspected in accordance with indicated
needs, rather than by rigid schedule. As a result the scope and depth
of selected inspections increased materially. In the closing months
of the year, all regions concluded field tests of a proposed brewery
inspection handbook. Time devoted to these tests and increased
use of audit techniques in inspections contributed to a slight increase
in man-days per inspection and a corresponding decrease in number
of inspections completed, from 32,260 in 1962 to 28,966 this year.

Collection of past-due accounts—Nearly 2.9 million accounts became
past due in the fiscal year 1963, 9.7 percent less than in 1962. How-
ever, the amount of delinquent tax involved, $1,475 million, was $21.2
million more in 1962 principally relating to a few very large accounts.

Emphasis on reducing inventories was continued with particular
attention given to closing large accounts. At the end of June 968,000
past-due accounts were pending, a reduction of 8.4 percent from last
year. Delinquent taxes aggregated $1,041 million, only $4.8 million
more than last year.

The decrease in new accounts is attributable in part to the effective-
ness of the revised procedures initiated in fiscal 1962 for collecting
trust fund taxes. Under these procedures, employers and excise
taxpayers are communicated with quickly whenever they fail to pay
the tax due on returns filed or fail to purchase depositary receipts
evidencing timely payment of employment or excise taxes. Additional
taxpayers were brought under the revised proceduresithis year and a
larger number of accounts were closed while in notice status (before
past-due accounts were established),
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Appeals and civil litigation.—District audit divisions upon request
from taxpayers referred 17,774 prestatutory notice income, estate,
and gift tax cases to regional appellate divisions. This was an increase
of 2,261 cases, or 14.6 percent, over the 15,513 referred to appellate
divisions last year. The appellate divisions disposed of 16,339 pre-
statutory notice and poststatutory notice cases in fiscal 1963, compared
with 14,921 in fiscal 1962. Inventory of both types of cases in appel-
late divisions on June 30, 1963, was 13,812, compared with 11,805 the
previous year. Petitions filed in the Tax Court of the United States
numbered 5,247, compared with 4,752 filed in 1962. The Supreme
Court decided 9 tax cases, wholly sustaining the Government’s posi-
tion in 8 of them and deciding the ninth case partly for and partly
against the Government. The circuit courts of appeals decided 349
tax cases (exclusive of bankruptcy, receivership, insolvency, compro-
mise, and liquor cases). The Government’s position was supported
in 229 of these cases.

Taxpayers who have paid a disputed tax may sue for refund in the
Court of Claims or in a U.S. district court. This year the district
courts decided 166 cases for the Government, 200 for the taxpayer,
and 56 partly for the Government and partly for the taxpayer. The
Court of Claims decided 34 cases for the Government, 12 for the
taxpayer, and 18 partly for each.

Internatienal activities

The overseas affairs of the Internal Revenue Service fall into three
broad areas: Technical assistance to developing countries in the
strengthening and modernization of their tax systems; participation
in the negotiation of tax conventions with foreign governments and
the preparation of regulations under these pacts; and the administra-
tion of Federal tax laws affecting mainly U.S. citizens and business
organizations abroad.

Foreign Tar Assistance Staff—Following the pledge of the Secretary
of the Treasury at Punta del Este in 1961, the Internal Revenue
Service organized a program to extend technical assistance for tax ad-
ministration modernization to developing foreign countries. Respon-
sibility for the program is vested in the Foreign Tax Assistance Staff
in the Office of the Commissioner of Internal Revenue. The Staff’s
activities are conducted in close collaboration with the Agency for
International Development of the U.S. Department of State. The
Service’s immediate efforts are oriented mainly to Latin America
under the Alliance for Progress, although several countries in other
parts of the world have requested and are receiving assistance.

One major phase of the overall program deals with the selection of
teams of tax specialists, not only from within the Service but also
from selected State and local governments, for overseas assignment
at the invitation of foreign countries. The activities of these teams
range from broad surveys of existing tax administrations and recom-
mendations for improvement to long-term programs for assisting tax
officials of foreign governments in devising and installing tax adminis-
tration modernization. The second effort involves arrangements for
foreign tax officials to observe and study in the United States the
organization and operation of the Service. During 1963 the Service
received over 200 foreign visitors from more than 35 countries.
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Tax conventions.—Discussions took place abroad with four countries
working toward the conclusion of one new income tax convention and
three conventions supplementing those already in existence. The
texts of such agreements were in various stages of development at the
close of the fiscal year.

A supplementary protocol to the Japanese income tax convention
was signed on August 14, 1962, and an income tax convention with
Luxembourg on December 18, 1962.

The proposed income tax conventions with India, Israel, the United
Arab Republic, and Luxembourg, as well as the proposed supple-
mentary protocols modifying the convention with Japan, were pending
ratification in the U.S. Senate on June 30, 1963.

International operations.—The Office of International Operations is
responsible for administering the internal revenue laws outside the
United States and U.S. tax treaties with foreign countries.

In addition to the operation of foreign posts at Paris, France,
London, England, Ottawa, Canada, Mexico City, Mexico, Sao Paulo,
Brazil, and Manila, Philippine Republic, the Service conducted a
taxpayer assistance and educational program to promote greater
voluntary compliance by aliens subject to tax in the United States
and by U.S. citizens abroad. Under this program, 13,134 persons
were assisted and 3,583 returns were actually prepared reporting a
total tax of $915,284. Revenue agents traveled in excess of 110,000
miles, visiting 98 cities in 51 foreign countries. Agents also conducted
11 schools for military tax instructors who assisted armed forces
personnel stationed overseas.

Planning activities

Planning is an integral part of tax administration and is accom-
plished at every organizational level of the Service. The long-range
plan is the vehicle that translates all planning into a comprehensive
system thereby producing a synthesis of program requirements,
operational capabilities, and resources under different time frames
which provide top management with a framework of carefully de-
veloped priorities for decision making.

The purpose of a tax system is to guarantee the longrun fiscal
soundness of the policies and programs of government. The purpose
of tax administration is to implement the tax system fully. For the
long run, this means collecting all of the legislated taxes at least cost.
In the short run, it means maximizing the revenue collectible with the
resources the Government makes available to the administrator.
Attainment of these objectives requires the development of an overall
plan which includes both the strategy of long-range planning and
tactical current-year operational plans or programs that are consistent
with the long-range plan.

Long-range planning.—The long-range plan is a coordinated action
program designed by all components of the Service to eliminate operat-
ing deficiencies and anticipate and prepare for the future needs of an
adequate tax administration system. It constitutes the Service’s
basic planning document and provides the foundation for the develop-
ment of the Service’s work plans and budget requests.

The Service’s long-range plan was initiated in 1959 and is updated
each year. The 1963 edition, developed by the national office in
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conjunction with regional and district officials, covers the 10-year
period from 1961-70. It includes objectives for all of the operational
aspects of the Revenue Service, together with estimates of the man-
power requirements and costs to reach desired objectives. It also
irflfcludes estimated tax yields resulting from increased enforcement
effort.

In order to develop the plan most effectively, more detailed infor-
mation must be obtained in a number of problem areas where informa-
tion is inadequate. These areas involve: The size and nature of the
total tax administration workload; the portion of the total tax ad-
ministration job that is accounted for by current operations; the por-
tion of the total tax administration job that is left undone, or the gross
tax administration gap; the degree of taxpayer compliance; changes
in the degree of taxpayer compliance, and whether compliance is
increasing or decreasing under existing programs; the effectiveness
with which current operations are being conducted; and the net
tax administration gap, or that portion of the gross tax administration
gap that is worth closing.

To obtain data relating to these areas, the Service has developed a
taxpayer comapliance measurement program (TCMP), which will
provide new information in at least three areas: Delinquent accounts;
delinquent returns; and correctness of returns filed. The informational
aspects of TCMP include bringing together and coordinating all infor-
mation required to measure the dimensions of Federal tax administra-
tion workloads, their trends and projections; the related requirements,
such as manpower, training, equipment, and buildings; and the basic
economics involved, such as costs, direct and indirect tax yields, and
improvements in existing cost-yield ratios. TCMP is the Service’s
long-range research program designed to provide the information
needed to implement the Service’s long-range plan and maximize
Federal tax administration.

Resources utilization.—On December 17, 1962, the Committee on
Resources Utilization submitted its report to the Commissioner. The
report contained recommendations relating to the organization and
procedures of both national and field offices. By the end of the fiscal
year action had been taken on those recommendations which con-
cerned the organization of the field offices (see Realignment of field
offices under Major management improvements).

The Service is currently making plans to establish a permanent
resources utilization program with coordination responsibility central-
ized in the office of the Deputy Commissioner. Under this program,
selected divisions of the national office would undertake regular pro-
grams of research and analysis to assist the Commissioner in evaluating
the activities and costs of the Service, and in allocating resources
among them. Also, manpower utilization would receive increased
emphasis in the national office review program, and the several
management development programs.

Systems review and coordination.—Continuing attention was given
to the modernization of tax administration through the planning and
design of total systems for implementing legislation and for improving
current or proposed programs. Systems development projects during
fiscal 1963 included: The introduction of advanced equipment; new
uses in tax administration for it; systems studies not involving such
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equipment; public compliance aspects of tax administration systems;
and advisory and educational activities.

Current research program.—Research activities were both accelerated
and broadened in order to meet expanding demands. The needs for
analysis of administrative facets of current legislative proposals
continued to absorb a major portion of research resources. Increasing
consideration was given to internal management and operating prob-
lems, which stemmed from two sources: the planning necessary for
following up various aspects of the 1962 tax legislation, and the
problems encountered in the wake of expanded application of the auto-
matic data processing system. .

Numerous studies of the administrative impact of 1963 proposals for
new tax legislation included such matters as changes in the treatment
of deductions, optional tax tables, withholding methods, and averaging
of fluctuating incomes.

Expanded information reporting for interest, dividends, and
patronage dividends, required by the Revenue Act of 1962, focused
attention on the need for new, integrated techniques for achieving
more effective utilization of all information documents. An experi-
mental program has been developed to provide streamlined techniques
to resolve apparent discrepancies resulting from mass computer
comparisons of information documents and tax return data and to
furnish a comprehensive system of compliance followup. Addi-
tionally, plans are being developed for utilizing information returns
from domestic owners of five percent or more of stock of foreign
corporations.

Major management improvements

Benefits from management improvements.—Increased stimulation and
leadership in management improvement efforts resulted in an alltime
record of over $11.6 million in annual recurring savings in 1963.
Many additional management improvement actions not readily
adaptable to measurement in monetary savings released substantial
manpower and other resources for use in more critical areas. All
savings, both tangible and intangible, resulting from management
improvement projects are channeled into work areas where the
application of additional manpower serves to strengthen the enforce-
ment effort, reduce backlogs, and improve taxpayer service. These
savings reflect a cooperative effort spearheaded by top management
officials actively supporting the objectives of the management improve-
ment prograni.

Realignment of field offices.—The Secretary of the Treasury gave
final approval on May 17, 1963, to the following field office realignment
plan, effective January 1, 1964:

(1) Reduction in the number of regions from 9 to 8. This was
accomplished by combining the Chicago and Omaha regions and
redistributing certain districts to the Dallas, Cincinnati, and Phila-
delphia regions.

(2)¥Reduction in the number of districts from 62 to 58. This
was accomplished by merging the Camden District into the Newark
District, the Syracuse District into the Buffalo District,fthe Kansas
City District into the St. Liouis District, and by dividing the Scranton
District between the Philadelphia and Pittsburgh districts.
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When completed, the realignment is expected to yield recurring
annual savings of approximately $3.5 million with no decrease in
taxpayer services or overall effectiveness.

A program was initiated to reduce supervisory and administrative
costs in the districts, particularly in the smaller ones, to minimum
operating requirements,

Other management improvement actions.—Other significant accom-
plishments, resulting in tangible savings, were initiated in 1963.
For example, training programs were streamlined to the extent that
$1.9 million will be diverted to productive enforcement activities
each year. A continuing review of reporting requirements to insure
quality reports at the least possible cost resulted in redirecting
manpower worth $1.4 million.

The Service seeks to keep its managers informed of new and im-
proved methods by participation in management courses, seminars,
and institutes. In 1963 approximately 125 officials attended such
outside training sessions. In addition, the administrative intern
program, designed to recruit and train promising participants for
highly responsible positions, stresses the importance of management
improvement in formal courses and on-the-job training.

Personnel

The personnel administration program was emphasized by
improving manpower utilization and maintaining high employee
morale. Significant changes and innovations were made in the
incentives awards program, and continued progress was made in
ADP redeployment, the equal employment opportunity program, and
employee-management relations.

At the close of the fiscal year 1963 employees on the rolls numbered
59,486, compared with 56,510 a year earlier. There were 3,561
employees in the national office and 55,925 employees in field offices
including service centers, regional, district, and local offices, and in
the Office of International Operations.

Training

Legislation enacted on October 23, 1962 (26 U.S.C. 7516) provides
that representatives of local, State, and foreign governments may
participate in Internal Revenue Service training courses. With the
assistance of the National Association of Tax Administrators explora-
tions were begun to determine to what extent and on what basis the
Service can assist State governments in meeting their tax enforcement
training needs.

A program of tax administration orientation for foreign tax officials
was launched to make official visits of foreign tax officials more
meaningful and helpful. The program developed by the Foreign
Tax Assistance Staff and the Training Division includes presentations
by the Commissioner and other top officials. Approximately 50
foreign tax officials from 25 nations participated during the year.

During fiscal 1963 funds were set aside for the first regional experi-
mental training center in San Francisco. This installation will be
established in 1964. Establishment of a national experimental
training center awaits only the availability and selection of an
appropriate site.
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The Commiissioner’s Committee, set up in 1962 to survey training
needs in the collection enforcement, area, submitted a report proposing
a comprehensive career training plan Action was immediately
begun to implement the Committee’s recommendations.

In June 1963 a committee of four distinguished training consultants,
appointed by the Secretary of the Treasury to review the Total training
effort of the Service, submitted its report. It described the program
as a whole as ‘“‘very commendable” and made a number of recom-
mendations for further improvements.

Space

Most regional and district offices are now in, or have firm commit-
ments for, good space. Many of those offices having firm com-
mitments for new space will move during the fiscal year 1964; others
are awaiting the completion of new Federal office buildings and will
move durmg the next two or three years. Additional space was
obtained for 209 offices to relieve crowded conditions and accommodate
staff expansion. The following offices were moved into new or
modernized buildings: Birmingham, Toledo, Burlington, Hartford,
Parkersburg, Philadelphia, and Jacksonville. = Construction was begun
on a 21-story, 374,000 square foot leased building to house approxi-
mately 3,000 employees in the Manhattan District. Progress is
also bemg made toward correcting acute space problems of the offices
in Chicago, Wilmington, Miami, Brooklyn, Cincinnati, Denver, San
Francisco, Seattle, Dallas Hollywood and Aberdeen. This is
particular ly 51gn1ﬁcant in that in mid-1961 comparatively few Service
offices were properly housed.

Inspection activities

Internal audit—An annual independent review and appraisal of
Service operations as a protective and constructive service to the
Commissioner and all other levels of management is carried out
through the internal audit program. All field organizations and
activities are covered by internal audit to determine whether policies,
practices, procedures, and controls adequately protect the revenue
and are being efficiently and effectively carried out. Expansion of
the automatic data processing activity has increased the internal
audit responsibilities of the inspection function. Emphasis in the
Internal Audit Division is placed on examination of the Service
functions which are most closely connected with collection of the
revenues and enforcement of tax laws, and on coordination with the
Internal Security Division to carry out the integrity program of the
Service.

This year 355 internal audit reports were issued compared with
303 in 1962. The increase was caused primarily by the separate
reporting on audits of the organized crime drive functions of the
intelligence activities.

Internal security.—Successful administration of the voluntary self-
assessment system of taxation depends a great deal on integrity of
taxpayers and their representatives as well as integrity and impar-
tiality among officials and employees of the Service. The Service
continued the vigorous efforts started in 1962 to promote under-
standing among 1ts employees, taxpayers, and practitioners regarding
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the importance of integrity and the need to expose corruption
wherever discovered. E

Forty-six cases of actual or suspected bribery by taxpayers or their
representatives were reported by Service employees to Inspection.
Investigations resulted 1n indictments of 10 taxpayers or their repre-
sentatives, and additional prosecutions are contemplated in a number
of pending cases. This makes a total of 20 persons indicted for
attempting to bribe Internal Revenue employees during the past
two years. To date 15 have been convicted.

Investigations completed during the year totaled 10,011 which was
11.8 percent more than in the preceding fiscal year. This is the
highest number completed in the 11-year history of Inspection. In
_addition, police checks were made on 3,413 employees given short-term
temporary appointments.

Enroliment of practitioners

The Office of the Director of Practice continued its program of
revitalization, which resulted in wvarious changes in regulations
governing practice, a modification of the special enrollment program,
and increased vigllance with respect to the ethics of all types of
practitioners.

In order to conform the eligibility requirements for practice more
closely with the various State rules governing qualification for practice
of law and accounting, certain sections of Treasury Department
Circular 230 were amended.

The annual cost to the Treasury Department of enrolling persons
to practice before the Internal Revenue Service by means of a Special
Enrollment Examination has been more than double the receipts
obtained from examination candidates in recent years. Since Congress
has decreed that such programs, insofar as possible, shall be self-
sustaining and that fees charged shall be equitable in relation to the
costs involved, it was determined that candidates will be charged an
examination fee of $25.

A normal decrease occurred in the number of enrollment cards
renewed in 1963, compared with 1962, which was the second peak
year of the cycle established in 1952 for periodic renewal of enrollment
cards at five-year intervals. Of those who enrolled or who renewed
their cards in 1958, about 3,200 did not remew in 1963. Initial
-applications for enrollment approved this year totaled 6,782, ap-
proximately 1,000 more than the year before. On June 30, 1963,
gpproximately 73,500 persons were enrolled to practice before the

ervice,

Office of International Affairs

Treasury Department Order No. 198, effective October 15, 1962,
established the Office of International Affairs in the Treasury De-
partment as a separate administrative unit within the Office of the
Secretary, succeeding the Office of International Finance. The
Office of International Affairs includes six major constituent units:
The Office of Balance of Payments, the Office of International Finan-
cial Policy Coordination, the Office of International Economic Ac-
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tivities, the Office of Industrial Nations, the Office of Developing
Nations, and the Office of Latin America. (See exhibit 41.)

The Office of International Affairs advises and assists the Secre-
tary of the Treasury and other senior departmental officials in the
formulation and execution of policies and programs relating to the
responsibilities of the Treasury Department in the international
economic, financial, and monetary fields.

By direction of the Secretary, the responsibilities of the Office of
International Affairs 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, the operation of the U.S. Exchange
Stabilization Fund and the extension of stabilization credits; inter-
national aspects of gold and silver policy; the Bretton Woods Agree-
ments Act, and the operations of the International Monetary Fund,
the International Bank for Reconstruction and Development, the
International Finance Corporation, the International Development
Association, and the Inter-American Development Bank; foreign lend-
ing and assistance; the Organization for Economic Cooperation and
Development and its committees, and the North Atlantic Treaty
Organization.

The responsibilities of the Office of International Affairs 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
International Development Association, and the Inter-American
Development Bank alsc provide for the coordination by the National
Advisory Council of the policies and operations of the U.S. representa-
tives to these institutions.

The Office also acts for the Treasury on the financial aspects of
international treaties, agreements, and organizations in which the
United States participates, and takes part in negotiations with
foreign governments with regard to matters included within its responsi-
bilities. It assists the Secretary on the financial aspects of inter-
national trade matters,

The Office of International Affairs advises Treasury officials and
other departments and agencies of the Government concerning ex-
change 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 mili-
tary operations. In conjunction with its other activities the Office
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studies the financial policies of foreign countries, their exchange rates,
balances of payments, capital flows, and other related problems. It
assists the Secretery, in his capacity as Chairman of the Cabinet
Committee on the Balance of Payments, in review for the President
of the entire range of administration programs and policies for achiev-
ing a lasting equilibrium in the U.S. balance of payments and for
assuring a strong international payments system, and prepares reports
to the President on the balance-of-payments situation and on ad-
ministration measures in this area.

The Office administers the Treasury foreign exchange reporting
system. The reporting system collects through the Federal Reserve
Banks statistical data on capital movements between the United
States and foreign countries.

Bureau of the Mint!?

The major functions of the Bureau of the Mint are the manufacture,
distribution, and redemption of domestic coins; the receipt, processing,
custody, disbursement, and movement of gold and silver bullion;
the manufacture of medals of a national character and special medals
for other U.S. Government agencies; the manufacture of foreign coins;
and other technical services.

The Director of the Mint, with offices in Washington, D.C., admin-
isters and supervises all activities of the Bureau. In fiscal 1963 six
field institutions were in operation: The Philadelphia and Denver
mints; the New York City and San Francisco assay offices; the silver
bullion depository in West Point, N.Y., which 1s an adjunct of the
New York Assay Office; and the gold bullion depository in Fort
Knox, Ky. Legislation approved July 11, 1962 (31 U.S.C. 261)
authorized that the official designation of the San Francisco institu-
tion be changed to the United States assay office at San Francisco.
Electrolytic refineries for refining precious metals are located in the
Denver Mint and the New York Assay Office, and Denver performs
assays for the public. The engraving, the proof coin, and medal
production divisions are in Philadelphia. Uncirculated coin sets are
packaged in San Francisco.

Domestic coinage

The production of U.S. coins totaled 3.6 billion pieces with face
value of $161.7 million in the fiscal year 1963, exceeding last year’s
alltime record. The Denver Mint operated three shifts per day and
the Philadelphia Mint, two shifts, with a partial third shift. At
times both plants operated six days a week. The finished coins were
shipped for circulation as soon as they were available and no inventory
was built up at either mint during the year.

1 Additional information is contained in the separate Annual Report of the Director of the Mint.
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Production of U.S. coins, fiscal 1963

Face Standard | Distribution
Number value gross (based on .
Denomination weight pieces) Metallic composition
In millions Short tons Percent
$25 6 8,780 70 | 959 copper, 5% zinc and tin.2
2,247 11 | 769, copper, 25%, nickel.
i X 44 9 1,238 12 | 900 parts silver, 100 parts copper.
Quarter dollars___... 164.5 41.1 1,133 5 Do.
Half dollars_________ §9.4 29.7 818 2 Do,
Totalcemenaan.. 13,641.6 161.7 14,216 100

1 Includes 3,009,583 sets of proof coins manufactured at Philadelphia.
2 Tin was eliminated from the bronze alloy after September 5; 1962 (31 U.8.C. 317).

Foreign coinage

The Philadelphia Mint manufactured coins for three foreign
governments during fiscal 1963, as shown in the following table.

Foreign coinage by the Philadelphia Mint, fiscal 1963

Number of
Government Denomination coins pro- Metallic composition
duced (in
millions)

El Salvador._____.____ 5 centavos... - 10 | 75% copper, 25% nickel (cupronickel).
Ethiopia...o.. ... 10 cents___ 20 | 959, copper, 5% zinc (bronze).
Scents.oooooo_. 5 Do.
B ) DI SR 25
Philippines. ..._...... 10 centavos...._.. 100 | 70% copper, 18% zinc, 129, nickel (German silver).
1centavo....._____ 160 | 95% copper, 5% zinc (bronze).
Total._. [ 260
Grand total ... ___|.ooooooooo_ 295

Issue and stock of coins

The mints issue coins for general circulation through the facilities
of the 12 Federal Reserve Banks and their 24 branches and the
Office of the Treasurer of the United States in Washington, D.C.
These 37 facilities deliver the coins to the commercial banks which
place them in actual circulation. Proof coins and uncirculated coins
are packaged in sets and sold directly to the public by the mint
offices. All of the subsidiary silver and minor coins produced in
fiscal 1963 were issued during the year, as were 46.8 million standard
silver dollars from earlier mlntmgs
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Issue of U.S. coins !

Standard | Distribution

Denomination Number Face value | gross weight | (based on

pieces)

In millions Short tons Percent
1-cent PIeCeS oo e 2, 561.1 $25.6 8,780 69
5-cent pieces....._____. - 407.7 20.4 2, 247 11
imes________ 449.0 4.9 1,237 12
Quarter dollars. 164.5 41.1 1,133 5
Half dollars__.._ - 59.4 29.7 818 2
Silver dollars 46.8 46.8 1,379 1
BN 7 ) 3,688.4 208.5 15, 594 100

1 Includes the sales of 3,009,782 sets of proof coins. A set consists of one ¢oin of each denomination cur-
rently minted (1¢, 5¢, 10¢, 25¢, and 50¢). Includes also the sales of uncirculated coin sets. A set consists
of one coin of each denomination currently minted at each mint.

The total stock of domestic coins in the United States, estimated by
the Office of the Director of the Mint, is divided into three groups:
Minor coins (1 and 5 cent pieces); subsidiary silver (dimes, quarter
dollars, and half dollars); and standard silver dollars. A comparison
of the stock at the close of the fiscal years 1962 and 1963 and the net
change during the 12-month period is summarized as follows:

Face value (in millions)

Stock of U.S. coins
June 30, 1962 | June 30, 1963 | Increase, or
decrease (—)

MINOr oINS .« oo m e $636.0 $681.8 $45.8
Subsidiary silver coins_.. .. 1,710.8 1,824.9 114.1
Silver doMars._ .o occoeooooo — . 487.4 486.0 . —1.3

Ot - o o e e e 2,834.1 2,992.7 158.5

Gold transactions

The monetary stocks of gold bullion held for the Treasury in the
Philadelphia and Denver mints, the New York and San Francisco
assay offices, and the Fort Knox Depository showed a net decrease
of 22.9 million ounces, valued at $801.8 million, between June 30, 1962,
and June 30, 1963. Opening and closing holdings and the receipts
and issues during the year are shown in the following table.
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Quantity
Value at $35
per ounce
Gold holdings and transactions (excluding intermint transfers!) Fine ounces
Short tons
In millions
Holdings on June 30, 1862_ .. - - ..o oo 15,859 462.5 $16,139. 2
Receipts in fiscal year 1963:
Newly mined domestic gold ... . ... 27 .8 27.7
Serap gold from domestic sources. ....._..__ 14 4 14.0
Foreign and other miscellaneous deposits 165 4.8 169.0
Total receipts. .. cov oo ceecncmeen 206 6. 210.7
Issues in fiscal year 1963:
Sales for domestic industrial, professional, and artistic use. 99 2.9 100.9
Ezxchanges for serap gold 2 .1 2.2
Exchanges for other than scrap gold.._. 36 1.0 36.4
Other monetary issues 855 24.9 873.0
AT B LN 992 28.9 1,012.5
Holdings on June 30, 1963 . cacccnmann 15,073 439.6 15,387.4
Net decrease in holdings. ..o ... 786 22.9 801.8

1 Intermint transfers amounted to 23.1 million ounces (792 tons) valued at $308.8 million during fiscal 1963.

Silver transactions

The mints and assay offices received a total of 4,799.9 thousand
fine ounces of silver bullion from various sources during the fiscal year
1963. Of this amount, 911.4 thousand ounces were returns of lend-
lease silver by the Government of Pakistan and 13.4 thousand ounces
by the Government of India. Uncurrent U.S. silver subsidiary coins
melted for recoinage provided 890.8 thousand fine ounces of silver and
uncurrent U.S. silver dollars, 592.6 thousand fine ounces. Newly
mined domestic silver received under the act of July 31, 1946 (31
U.S.C. 316d) amounted to 18.3 thousand ounces. Deposits in ex-
change for bars and other miscellaneous items totaled 2,373.4 thousand
ounces.

The Philadelphia and Denver mints processed a total of 83,623.7
thousand fine ounces of silver into U.S. half dollars, quarter dollars,
and dimes during the fiscal year. Of this amount, 82,049.7 thousand
ounces of bullion was made available by the retirement of five and ten
dollar silver certificates under the Presidential directive of November
28, 1961, and implementing legislation enacted on June 4, 1963 (77
Stat. 54). See exhibit 39. Recoinage silver yielded by the melting
of uncurrent U.S. coins provided the remainder of coinage silver with
890.8 thousand ounces from subsidiary silver coins and 683.2 thousand
from silver dollars. Sales for industrial use at $1.29+4 per ounce
amounted to 2,098.2 thousand ounces and other miscellaneous issues
amounted t0.12,267.6 thousand ounces. Stocks of silver held in the
mints, assay offices, and the West Point Depository reflected a net
decrease of 83,189.5 thousand ounces from June 30, 1962, to June 30,
1963, accounted for as follows.



ADMINISTRATIVE REPORTS 151

Quantityt
Silver bullion holdings and transactions (excluding intermint transfers)
Fine ounces | Short tons
(in miltions)
Holdings on June 30, 1962. ..o o oo iicccceemaeen 1,660.0 56,915.7
Receipts in fiscal year 1963:
Lend-lease silver from foreign governments..____ - .9 31.7
Newly mined domestic, act of July 31, 1946 (31 U. - *) .6
Recoinage bullion from uncurrent U.S, silver coins - 15 50.9
Deposits in exchange for fine bars.......o..____. - 2.1 72.3
Other miscellaneous receipts - .3 9.1
Total receipts. - oo caacuceaeooaes e emmemmeececcmccman 4.8 164.6
TIssues in fiscal year 1963:
Manufactured into U.S. subsidiary silver coins 83.6 2,867.1
Sales for domestic industrial use at $1.294 2.1 71.9
Other miscellaneous issues_.________________ 2.3 77.8
T2 1 88.0 3.016.8
Holdings on June 30, 1963.... e eme e cmm e cemen—— e ————————— 1,576.8 54,063.5

*Less than 50,000 ounces.

Gl Does not include 64.7 million fine ounces (2,220 tons) of Treasury silver held by other agencies of the U.S.
overnment.
2 Legislation repealed by the act of June 4, 1963 (77 Stat. 54).

Revenue and monetary assets and liabilities

Revenue deposited by the Bureau of the Mint into the general fund
of the Treasury totaled $47,707.5 thousand in the fiscal year 1963,
with seigniorage accounting for $44,896.0 thousand and various other
items the remaining $2,811.5 thousand. Seigniorage on 2,968,798.7
thousand minor coins manufactured amounted to $38,050.3 thousand
and on 672,823.1 thousand silver subsidiary coins manufactured,
$6,839.1 thousand. Seigniorage amounting to $6.7 thousand resulted
from the revaluation of 17,188 fine ounces of newly mined domestic
%ilver bullion from cost to monetary value as security for silver certi-

cates.

Monetary assets and liabilities of the mint institutions on June 30,
1962, and June 30, 1963, are compared in the following statement.

In millions

Item

June 30, 1962 | June 30, 1963

Assets
Gold bulHon . - .. e $16, 189. 2 $15,387. 4
Silver bullion.. - 2,129.5 2,021.5
Silver coin._. 66.8 20.4
Minor eoin_____.________ .2 .2
Minor coinage metal, etc 1.0 .9
Total assets_ . e - 18,386.7 . 17,430.3
Bullion fun@. .o o m e 18, 385.6 17,429.4
Minor coinage metal fund. .6 .4
Other miScellaneots. oo .o oo o eceamc e e e mcmcceem———————— .6 .6
Total lHabilities e cecmmmmcemem e 18,386.7 17,430.3

707-484—64——12
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Management improvement

The management improvement program of the Bureau of the Mint
was greatly accelerated during fiscal 1963. As a result of the large
increase in coinage requirements during the past several years and
the consequent coin shortages despite recordbreaking production,
arrangements were made for an objective survey of mint facilities,
operations, and requirements, by a private management engineering
consulting firm. The survey, which extended to January 16, 1963,
was sponsored by the Bureau of the Budget, with funds provided by the
President’s Management Improvement Fund. The final report was
made to the Bureau of the Budget on February 11, 1963. It pointed
up, among other things, that present minting facilities are completely
inadequate to produce the quantity of coins that will be needed in
future years.

Coordinating the consulting firm’s conclusions and recommendations
with the Mint’s own longtime study and experience, Mint officials
took definite steps toward expansion of its facilities. Legislation
designated “An act to authorize the construction and equipping of
buildings required in connection with the operations of the Bureau of
the Mint,” was approved by the President August 20, 1963 (77 Stat.
129). It is planned to erect a new coinage mint in Philadelphia to
replace the existing building there. One of the many factors govern-
ing this choice of location is the fact that about 70 percent of all coins
manufactured are delivered to the banks nearest to Philadelphia.
The new facilities contemplated will employ the most modern and
efficient types of equipment available, and further substantial reduc-
tions in unit manufacturing costs are expected.

During fiscal 1963 management officials of the Bureau in Washington
and the field continued intensive appraisal and review of day-to-day
activities. The Director and members of the staff made frequent
trips to the mints and assay offices to assist in expediting operations.
Two daily shifts of employees in the mints were increased to three,
and working days were extended from a five-day week to six and,
for some operations, to seven days. Accordingly, the two mints,
producing as many coins as possible with available manufacturing
facilities and funds, established new domestic coinage records for the
third successive year. These results were accompanied by reduced
unit-manufacturing costs. The present cost of producing 1,000 coins
of each denomination is less than one-half what it was in fiscal 1946,
although annual wage increases have been granted to per diem
employees since 1946, and costs of supplies, utilities, personnel benefits,
etc. have increased proporticnately. A special study of manpower
utilization confirmed the fact that the Mint has achieved highly
satisfactory results, but improvements are continuing. A great deal
of attention was given to long-range plans for coinage, gold and silver
deposits activity, and gold and silver refinery operations.

Improvements made at Philadelphia in 1963 resulting in annual
recurring savings included a new improved type motor for the number
one rolling mill, resulting in reduced maintenance costs and increased
production, savings $5,000; a new ingot brushing machine, savings
$500; an improved method of paying postage for the shipment of
proof coins, savings $2,000; and the elimination of advices of ship-
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ments of proof coins, with savings of $21,000. One-time savings of
$36,000 were made by obtaining 150,000 yards of cotton duck cloth
at one-half the usual price, and savings of approximately $60,000
from the purchase of other miscellaneous supp{)ies and equipment.
Denver acquired surplus property with a value of $6,300, including a
fork lift, fire extinguishers, desks, and miscellaneous items. At New
York, more efficient furnaces were installed in the melting and refining
division, and new ducts and flues were installed over the deposit
melting furnaces. Although monetary savings were negligible, a
serious safety hazard has been eliminated, and 1n the event of future
expansion in refinery operations monetary savings will result from
the installation of the new furnaces. Under the Bureau’s records
management program, new plans for the orderly retirement of records
were developed and a reduction in the need for filing cabinets resulted
in one-time savings of $2,100. In summary, recurring annual savings
amounted to $28,500, of which $5,500 is applicable to appropriated
funds, with the other $23,000 applying to reimbursable operations.
In addition, one-time savings amounted to $38,100, applicable to
operations payable from appropriated funds. The savings relating
to appropriation items were applied to offset partially increased costs
of wages, supplies, and materials. The recurring savings in reimburs-
able operations increase profits derived from such operations, which
are deposited as miscellaneous receipts in the general fund of the
Treasury.

Gold and silver production and consumption in the United States

Statistics on U.S. gold and silver refinery production and industrial
consumption are compiled by the Office of the Director of the Mint
on g calendar year basis.

The refinery production of newly mined domestic gold totaled
1,556,000 fine ounces valued at $54,460,000 in 1962, compared with
1,566,800 fine ounces valued at $54,838,000 in 1961. Among the
16 States where gold was mined, South Dakota continued as the
major producing State, accounting for 36.6 percent of the total.
Utah ranked second, followed by Alaska, Arizona, and California.

The refinery production of newly mined domestic silver totaled
36,345,000 fine ounces in 23 States in 1962, compared with 34,900,600
fine ounces in 20 States in 1961. Idaho accounted for 46.8 percent
of the total output with Arizona, Utah, Montana, and Colorado
following. :

Gold and silver issued for domestic industrial, professional, and
artistic use in 1962 amounted to 3,576,000 fine ounces and 110,400,000
fine ounces, respectively. Comparative issues in 1961 were 2,775,000
ounces of gold and 105,500,000 ounces of silver.

Bureau of Narcotics !

The Bureau of Narcotics administers the Federal laws governing
narcotic drugs and marihuana and carries out the responsibilities
of the Government under the international conventions and protocols
relating to these drugs.

1 Further information is available in the separate report of the Bureau of Narcotics entitled, Traffic in
Opium and Other Dangerous Drugs for the Year Ended December 31, 1962.
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The Bureau supervises U.S. imports and exports of narcotic drugs
as well as the manufacture and domestic trade in these drugs to
prevent their diversion for abuse. It apprehends interstate and inter-
national violators of narcotic laws. It cooperates with State and
local law enforcement authorities in the United States. At the
request of law enforcement authorities in foreign countries Bureau
agents assist in international narcotic trafficking investigations of
mutual interest. These cooperative efforts have reduced the smug-
gling of illicit narcotics into this country.

Law enforcement

The major enforcement effort of the Bureau is directed against
the international and interstate traffic in narcotic drugs and mari-
huana and the members of organized crime who are engaged in this
traffic. Particularly significant was the August 1962 indictment
in New York of 19 high echelon violators whom Justice Department
officials credit with the introduction of heroin worth $100,000,000
into illicit channels in the United States during the years 1950-59.
At the same time the Bureau cooperated with State and local authori-
ties in reducing the retail traffic at the addict level.

Number of violaiors of the narcotic and marihuana laws prosecuted during the fiscal
year 1968 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
Convicted.. I 1 723 237 142 64
Acquitted. —ooovemanenans 2 O, 42 8 4 3
Total dveacenameaacaac 3 1,010 213

Yrs. | Mos.| Yrs. | Mos.| Yrs. | Mos.| Yrs. | Mos.| Yrs. | Mos.{| Yrs. | Mos.

Sentences imposed N IR, 3 4,371 9 ]1,111 6 623 61 322 3

Fines imposed -e- $250 $119, 899 $21, 671 $717 $13,202

Yrs. | Mos. | Yrs. | Mos.| Yrs. | Mos.| Yrs. | Mos. | Yrs. | Mos. | Yrs. | Mos.

Average sentence per con-
viction:

1963, 3 6 4 8 4 4 5 |eceenas
1962, ... 3 6 6 3 1 6 1 3 10
Average fine per convie-
tion: :
1963, $250 $166 $91 $5 $206
1962 IR P 71 65 42 75

! Some cases tried in Federal courts and some cases tried in State courts are made by Federal and State
officers working in cooperation,
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The investigative jurisdiction of the Bureau, as expanded by
authorization of the Secretary of the Treasury in October 1962, re-
sulted in the establishment of district offices in Bangkok, Thailand,
and Mexico City, Mexico. Under this expanded program Bureau
agents, working undercover, assisted police in Latin America, Europe,
the Middle East, and the Far East in the arrests of scores of traffickers
and the seizure of several tons of opium, as well as large quantities
of intermediate morphine base and heroin. Individual seizures of
opium in excess of one ton were made in Turkey and Thailand.

The realistic sentences meted out to narcotic violators as a result
of the Narcotic Control Act of 1956 (21 U.S.C. 174; 26 U.S.C. 7237)
remain one of the most effective weapons against the narcotic traffic.

During fiscal 1963 the Bureau seized a total of 44,298 grams of
narcotics, principally heroin, in the illicit traffic, as compared with
86,345 grams in 1962. Seizures of marihuana amounted to 580,898
grams bulk, as compared with 145,230 grams bulk in 1962.

The number of violators of the narcotic laws reported by Federal
narcotic enforcement officers is shown in the table above.

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 United States and has authority to license the growing of
opium poppies to meet the medicinal needs of the country if and when
their production might become necessary 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 manufacturing
quotas for each producer, thus keeping total production within pre-
determined medical and scientific requirements. Under that act the
Bureau, with the assistance of an advisory committee, also classifies
pharmaceutical preparations containing narcotic drugs according to
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 259,530 kilograms of raw opium were im-
ported from Afghanistan, India, Turkey, and Yugoslavia and 250,627
kilograms of coca leaves were imported from Bolivia and 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 1963 was more than
that exported the year before. The export total, however, never has
been significant in comparison with the quantity used within the
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United States. The manufacture of narcotics continued to be exten-
sive principally because of the large medical consumption of pethidine,
‘codeine, and papaverine.

There were 1,608 thefts of narcotics, amounting to 71,260 grams,
reported during 1963 from persons authorized to handle the drugs,
compared with 1,695 thefts amounting to 70,289 grams in 1962.

Practically all of the approximately 353,684 persons registered to
engage in lawful narcotic and marihuana activities were employed
in the manufacture, wholesale, or retail distribution, or dispensing or
prescribing of narcotic drugs for legitimate medical uses. As-indus-
trial and scientific users of narcotic substances are few, the quantities
used for these purposes are insignificant.

International control and cooperation

Opium, coca leaves, marihuana, and their more important deriva-
tives have been internationally controlled by the terms of the Opium
Conventions of 1912, 1925, and 1931. In addition, under Article I1
of the 1931 Convention and the international Protocol of November
19, 1948, 12 secondary derivatives of opium and 58 synthetic 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.

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, complete statistics of their manufacture, distribution,
imports, exports, and stocks. The Bureau 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, directly with the narcotics control
authorities of other governments, information relating to movements
of drugs under the 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 former Commissioner of Narcotics is the U.S. 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.

On March 8, 1963, an important international development was

the coming into force of the 1953 Opium Protocol. The U.S. Senate

‘ratified this Protocol August 20, 1954, and urged other governments
to do so. The necessary ratifications to make this Protocol effective
(25 countries, including any 3 of certain named producing countries
and any 3 of certain named manufacturing countries) were accom-
plished with the ratification by the Greek Government in February
1963.

This Protocol limits production of opium throughout the world to
‘that quantity needed only to meet world requirements for medical
and scientific purposes; thus it should greatly reduce the quantity of
.opium a'vailabllje for diversion into illicit traffic. As of June 30, 1963,
46 countries had ratified the Protocol.
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"The expanded jurisdiction of the Bureau in Latin America and the
Far East has produced significant results. In Thailand, for example,
several large seizures of opium have been made by national police
working in close cooperation with Bureau agents.

Similar investigations in. Turkey have resulted in comparable
seizures in that country. In Italy the Bureau has rendered assistance
to the enforcement authorities currently conducting an extensive
drive against the Mafia. ‘ '

Cooperation with States, counties, and local authorities

Close cooperation among Federal, State, and local narcotic law
enforcement agencies in the exchange and coordination of law en-
forcement information continued during fiscal 1963  and resulted in
the investigation and prosecution of an increasing number of minor
vielations and routine inspections by State and local authorities.

Training schools

The Bureau of Narcotics Training School, established in 1956 to
meet the need for State and local law enforcement officers trained in
narcotic enforcement techniques, provides two-week intensivé courses
in narcotic law enforcement procedures through lectures, demon-
strations, and technical instruction in methods of detection and pre-
vention of illicit narcotic trafficking. Police officers from foreign
countries who visit the United States to receive training in general
law enforcement methods and procedures also attend this school.

During the fiscal year 1963 the school trained 204 officers, including
32 narcotic agents, 6 food and drug inspectors, 107 State and local
police officials, 49 military officers, and 10 foreign police officials
who came from Bermuda, Canada, Guam, Indonesia, Iraq, the
Philippines, Mexico, and Turkey.

In addition to the regular on-the-job training-program designed for
Bureau agents, the Bureau is responsible for planning and organizing
training programs for foreign police officials. During fiscal 1963
on-the-job training programs were arranged for 21 foreign police
officials from China, El Salvador, Guam, Indonesia, Iran, Iraq,
Mexico, the Philippines, Syria, Turkey, and Egypt. o

Short seminars or conferences at the Bureau of Narcotics Training
School and the Bureau of Narcotics were arranged for about 41
visiting officials.

Twenty-four narcotic agents attended the Treasury Law Enforce-
ment Officers’ Training School and four narcotic agents attended the
Treasury technical equipment operators’ school.

Drug addiction

On June 30, 1963, the Bureau’s central index recorded the names of
47,905 active addicts, many of whom were reported by State and
local agencies.

The first White House Conference on Narcotic and Drug Abuse
met in Washington on September 27-28, 1962, with some 400
scientists and law enforcement officials, as well as other recognized
authorities in attendance. The President, the Attorney General,
the Commissioner of Narcotics, and other officials addressed the
Conference.
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In January 1963 the President appointed an Advisory Commis-
sion on Narcotic and Drug Abuse to study the recommendations of
the Conference. This Commission presented a preliminary report
before June 30, 1963, and is scheduled to present its final report to
the President before the end of the calendar year 1963.

Management improvement

The internal audit program continued to improve overall opera-
tions without increased dollar expenditures.

Some recommendations contained in the survey report of district
offices’ training programs and requirements were approved and
implemented.

By authorization of the Secretary of the Treasury, Bureau enforce-
ment responsibilities in foreign areas were extended, including the
establishment of district offices in Bangkok, Thailand, and Mexico
City, with a branch office in Monterrey, Mexico.

The second District Supervisors’ conference, in April 1963, included
discussions by Attorney General Robert F. Kennedy, Assistant Secre-
tary of the Treasury James A. Reed, and the Treasury Department
Director of Personnel, Amos N. Latham, Jr. The first annual safe
driving award plaques were presented to three districts, two of which
had accident-free records.

United States Coast Guard

The U.S. Coast Guard is responsible for enforcing or assisting in
the enforcement of Federal laws on the high seas and 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 coordinates and provides
maritime search and rescue facilities for marine and air commerce
and the Armed Forces. Other functions include promoting the
safety of merchant vessels, furnishing ice breaking services, and
developing, installing, maintaining, and operating aids to maritime
navigation. The Coast Guard has a further responsibility for main-
taining a state of readiness to operate as a specialized Service of the
Navy in time of war or national emergency.

Search and rescue

The Coast Guard in fiscal 1963, working closely with the other
armed services, revised the basic search and rescue (SAR) procedures,
which will be placed in effect by an amendment to the National
Search and Rescue Manual.

The plotting area of the Atlantic Merchant Vessel Reporting
System (AMVER) was extended to cover the entire North Atlantic
Ocean. During the fiscal year 1963 AMVER reporting procedures
were revised. A reference book, listing merchant vessels and their
search and rescue capabilities, was compiled by the AMVER com-
puter and is being used in the Atlantic and Pacific areas by SAR
coordinators.
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Some typical examples of assistance cases participated in by the
Coast Guard during fiscal 1963 are described below.

Grounded fishing vessel aided.—Lost and aground off the California
coast, the fishing vessel Sentinel was located by a Coast Guard amphibi-
ous aircraft responding to a distress call on August 24, 1962. With the
assistance of an 82-foot patrol boat which arrived on the scene,
pumps were placed in operation aboard the stricken vessel to control
flooding. It was then towed to port by the Coast Guard vessel for
repairs.

Airliner forced down off Alaskan coast—On October 22, 1962, a
Northwest Airlines DC-7 with 102 occupants was forced to ditch in
the waters of Sitka Sound, Alaska. Three persons suffered minor
injuries, but all aboard were rescued. Shortly after the ditching, a
. Coast Guard amphibian landed on the water and sighted five liferafts.
The survivors were picked up by a Federal Aviation Agency supply
boat and transferred later to the U.S.C.G.C. Sorrel, which took them
to Sitka, Alaska,

Survivors of sinking motor vessel rescued.—The motor vessel Helga
Smith, 50 miles southeast of Cape Race, Newfoundland, reported to
the Coast Guard during the night of April 21, 1963, that the ship had
an uncontrollable leak and required assistance. The U.S.C.G.C.
Campbell, arriving on the scene to assist, illuminated the area with its
floodlights as the crew of the Helga Smith left the flooded vessel in
lifeboats and boarded the Campbell. Two commercial tugs attempted
to tow the disabled ship to St. Johns, Newfoundland, but it sank
en route.

Two ships collide near San Francisco.—Under cover of a heavy fog
the U.S.N.S. Asterion and the SS Kokoku Mary collided on June 4,
1963, 40 miles west of San Francisco. The Coast Guard cutters
Magnolia, Comanche, and Avoyel as well as a patrol boat (CG-95311)
were dispatched to assist. Two commercial tugs called for by the
agent for the Japanese ship also converged on the scene. One
Kokoku Maru crewmember was killed and three were injured, but all
43 of the survivors were removed from the disabled vessel by the
Comanche and Magnolia.

The Asterion continued on to San Francisco under its own power,
but the Kokoku Maru had to be towed by the two commercial tugs.
When one of the tugs lost its bilge pumps and began to flood, Coast
Guard aircraft dropped emergency pumping equipment to control the
water intake. The crewmembers of the Kokokw Maru were delivered
glslaf%y ashore, and their vessel successfully towed into San Francisco

arbor.

Il crewman evacuated from ship.—The SS Walter Rice, in the
Yucatan Channel in the Gulf of Mexico, requested Coast Guard assist-
ance on May 26, 1963, when a crewmember became seriously ill.
Since the patient’s life was in danger, a Coast Guard amphibian, dis-
patched from Miami for the rescue, made a landing in five-foot seas
alongside the Walter Rice. The patient was flown to Key West, Fla.
and transferred to the U.S. Naval Hospital.

A statistical summary of search and rescue assistance comparing
the fiscal years 1962 and 1963 follows:
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By other
By aviation By vessels small boats, Total
units vehicles, and | -
Operations equipment
1962 1963 1962 1963 1962 1963 1962 1963
Vessels assisted:
Refloated (number).-. 74 61 227 219 | 1,908 | 2,128 2,209 2,408
Towed (number) 280 318 | 2,385 | 2,662 | 10,928 | 12,878 13,593 15,858
Otherwise aided (num 975 991 1,210 950 | 2,891 | 2,013 5,076 3,954
Property involved (value in-
cluding cargoin thousands) .| ..o |ooeoo o fomo o ool $776,226 | $496,017
Miles towed. o oo m oo e a e e am 138, 085 130, 242
Aircraft assisted:
Escorted (number).__.__...... 303 231 4 4 9 6 316 241
Otherwise aided (number)..... 160 85 45 31 174 143 379 259

Property involved (value in-

cluding cargoin thousauds) .} $710,668 | $488,186

Miles escorted........ 52,469 36,527
Personnel assisted - 3,166 3,052
Miscellaneous assisted (ﬁoods,

forest fires, ete.) ... . ...____ 114 98 201 1,371 1,131
Attempts to assist (no physical

assistance rendered).__________ 2,171 | 2,259 | 1,741 9,738 10, 427

Persons involved (number):
Lives saved or rescued from

peril 2,597 1,970
Medical assistance furnished .- 2,622 2,584
Other assistance..._____... .-| 85,519 86,735

Miscellaneous property invol
(value in thousands) .. |- oo |eomomo oo e $46, 440 $13,905

Marine inspection and allied safety measures

During the fiscal year 1963, 4,365 marine casualties were reported,
four of which were considered major and required marine boards of
investigation. These inquiries revealed that 226 lives were lost from
vessel casualties, 161 from personal accidents, and 247 deaths were
from miscellaneous causes. (These figures do not include pleasure
craft covered by the National Boating Act of 1958 (46 U.S.C. 527)).

The disappearance in February 1963 of the Marine Sulphur Queen
with the presumed loss of 39 men was the most serious casualty of
the year. In the collision on October 20, 1962, between the MV
Boheme, a Norwegian tanker, and the tug Bonnie D, 20 lives were lost.
The capsizing of the MV Diversity in the Gulf of Mexico on January
24, 1963, with the loss of five lives, and the explosion of a tank barge
(NBC 883) at Carlyss, La., on September 22, 1962, with three fatali-
ties, were also major casualties.

National motorboat numbering program.—Forty-three States and
the Virgin Islands now have Coast Guard-approved systems for num-
bering boats under the Federal Boating Xet of 1958. The Coast
Giuard continues to assist those States not having approved numbering
plans

The sixth annual statistical report entitled Recreational Boating
wn the United States published on May 1, 1963, showed that on Decem-
ber 31, 1962, there were 3,516,052 boats numbered in the United States,
3,317,633 through approved State systems. During the calendar
year 1962 there were reported to the Coast Guard 3,085 bhoating
accidents, involving 3,897 vessels, causing 1,055 fatalities, 977 injuries,
and damaoe estimated at $4,270, 700.

A dlgest of certain marine 1nspect10n activities comparing the
fiscal years 1962 and 1963 follows.
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. Number Gross tonnage
Inspection activities
1962 1963 1962 1963

Inspections for certification. . . o oo_oioo. 14,741 | 8,532,734 | 11,261,185
Drydockings. o oo e ccccmaee 5 5,725 | 13,413,450 | 13,417,295
Reinspections. oo oo oooaooeoo__ 5,529 | 13,320,800 9,638,154
Factory inspections 2.__ - - 1,396,549 | oo |eeicociaee
Miscellaneous inspections. ... .- 25,10 24,131 [oo e meaeae
Merchant vessel plans reviewed 31,013
Violations of navigation and inspection laws (adminis-

trative penalty action completed). ... ______._ 28, 059 56,294 | |emcmmimaan

! Includes 549 initial inspections to obtain first certificates.
2 Includes such items as liferafts, lifejackets, flares, etc.

Merchant marine technical activities.—The increasing need for the
water transport of liquefied flammable gases at atmospheric pressures
has led to much research in the field of cryogenics, since the low tem-
peratures of such cargo (as much as —430° for liquefied hydrogen)
require safeguards to protect shipbuilding steel from brittle fractures.

A number of marine casualties involving the sinking of open hopper
barges transporting dangerous bulk cargo led to the development and
issuance of new regulations to prevent future sinkings from swamping
and diving. ,

On October 24, 1962, a certificate was issued for the 34-foot hydro-
foil passenger vessel Albatross, the first such vessel to get Coast
Guard approval.

Under consideration at the close of fiscal 1963 were the proposed
plans for a somewhat revolutionary 300-foot semiautomated, self-
propelled container type vessel of about 2,900 gross tons, scheduled
for operation in the Hawaiian area.

Merchant Marine Council meetings, conferences, and publications.—
The Merchant Marine Council held nine regular meetings and one
public hearing to consider proposed amendments to regulations.

Some 800,000 copies of the pamphlet Pleasure Craft, highlighting
the Federal Boating Act of 1958, were distributed to the public during
the fiscal year. About 50,000 copies of The Recreational Boating
Guide, an educational publication for the novice boatman, were sold
by the Government Printing Office.

In the interests of maritime safety, the Coast Guard was represented
at numerous technical meetings in this country and abroad.

Merchant marine personnel.—During the fiscal year 69,244 docu-
ments were issued to merchant marine personnel, and Coast Guard
shipping commissioners supervised the execution of 7,299 sets of
shipping articles involving 455,445 individual transactions relating to
the shipment and discharge of seamen.

Merchant marine investigation sections in major U.S. ports and
merchant marine details in foreign ports investigated 19,872 cases
involving negligence, incompetence, and misconduct. Charges were
preferred and hearings held before civilian examiners in 1,064 of these
cases. Security checks were made of 18,864 persons desiring employ-
ment on merchant ships.

The Coast Guard, with the cooperation of the National Academy of
Sciences, is developing statistical data concerning the work habits of
merchant seamen to facilitate an evaluation of merchant vessel
automation and its potential impact on the economy.
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Law enforcement

The law enforcement workload continues to grow as recreational
boating becomes more popular throughout the country. There is
also an increase in the number of foreign fishing vessels in the North
Pacific treaty areas, requiring the assignment of additional patrol
boats and aircraft in that vicinity. Enforcement patrols in the Florida
Straits have been expanded for surveillance of vessels possibly violating
neutrality laws. Another problem is the increasing incidence of water
pollution cases, requiring increased concentration on detection, investi-
gation, and reporting.

The following table compares the Coast Guard workload in the major
enforcement areas for the fiscal years 1962 and 1963.

Number
Enforcement work
1962 1963

Vessels boarded . . i eeccmccaeaes 171,150 196, 481
Waterfront facilities inspected 29,294 37,251
Reported violations of:

Motorboat Act. oo oo cmreccaae 53,706 72,412

Port security regulations. _._.__ 1,244 1,131

Ol Pollution At oo mmaeees 524 302

L1 e g 8 £ N 642 770
Explosives:

Loading permits issued 756 731

Y.oadings supervised. ...._._.__ 513 883

Tons covered by issued permits 279, 689 202, 098
Other hazardous cargoes inspected. 6, 801 5,782
Anchorage Violations . oo e 19 45

Operational readiness

To maintain a high state of operational readiness, 22 ships under-
went refresher training at U.S. Naval training commands during the
year. Coast Guard ships also conducted about 700 gunnery indoc-
trination and antisubmarine firing exercises. Some 9,250 officers and
men participated in small arms courses for training and qualification.

Cooperation with other Federal agencies

The Coast Guard assisted other Federal agencies during the last
two fiscal years as follows:

1962 1963

Alcohol Tax Unit, Treasury (aircraft days)_ - _ .. ______.._. 36 26

Coast and Geodetic Survey (aerial surveys days) . .- _______ 225 95

Fish and Wildlife (censuses taken)________________________ 237 458
Weather Bureau:

Reports furnished _ _ _ __________ . _______ 95,588 93,234

Warnings disseminated. ... ___._______________ 17,928 16,897

Aids te navigation

The long-range program to replace overage lightships with offshore
structures continued during fiscal 1963 as construction began on a
new fixed aid to navigation nine miles from the shore entrance to the
Savannah River (Georgia). Plans are progressing for erection of
another such structure at Frying Pan Shoals, 34 miles off Southport,
N.C., with completion scheduled for August 1964. Two previousiy
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completed offshore structures, replacing lightships, are already in
operation.

A comparison of the volume of aids to navigation maintained by
the Coast Guard at the close of the last two fiscal years follows.

Number
Navigational aids
1962 1963

Loran transmitters. ... - 68 70
Radiobeacons. . _c.coevoioeemean o . -- 191 189
Fog signals (except sound buoys) . - 567 559
Lights (including lightships) . ... - - 10, 659 10, 741
DAy beaCONS o e 6, 639 6,799

Buoys:
Lighted (including sound) ... e 3,326 3,582
Unlighted sound 361 345
Unlighted .o ._o____...__. - - - 14,318 14,768
RV {0 o e oo em e m 4,830 5,020
01 ) U SO 40,891 42,073

QOcean stations

The Coast Guard continued the operation of four ocean stations
in the North Atlantic Ocean and two in the North Pacific. These
ships, cruising 483,527 miles on patrol, provided meteorological,
navigational, communications, and rescue services for air and marine
commerce, and collected various scientific data. In the calendar
year 1962 ocean station ships communicated with 39,154 trans-
atlantic flights, reflecting a steady increase since 1950 when 9,890
such contacts were made.

International ice patrol

The international ice patrol, comprised of an aircraft detachment,
radio station, and oceanographic vessel, operated in the North
Atlantic between March 7 and June 21, 1963. The ice menace
{orhthis year, the 50th anniversary of the patrol, was comparatively
ight.

Bering Sea patrol

The 1962 Bering Sea patrol was carried out by the cutters Storis
and Northwind from May 20 to September 30, 1962, assisted by the
- cutters Winona, Wachusett, and Klamath. The latter three vessels
were needed for observation of the increased foreign fishing operations
in the area.

QOceancgraphy

Amending legislation enacted on October 5, 1961 (14 U.S.C. 2)
required the Coast Guard to engage in oceanographic research on the
high seas and in waters subject to the jurisdiction of the United States.
Pursuant to this, oceanographic observations are now being made
by ocean station vessels, and one such cutter has been outfitted and
equipped as a prototype oceanographic laboratory. The design of
equipment to provide oceanographic capability for all ocean station
vessels has been completed, and installation will begin in fiscal 1964.
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Icebreaking

The past winter was notably severe and required a major ice-
breaking effort in several northern regions. All available icebreaking
units in those sreas were employed to maximum endurance, and,
althoulgh there were some delays, shipping was maintained at or near
normal.

Coast Guard intelligence

During the fiscal year 2,435 internal security investigations and
9,810 national agency checks were made. In addition, 20,166
merchant mariners and 24,081 applicants for port security cards
were screened before issuance of their documents.

Operational facilities

Floating units.—There were 323 ships in active commission on
June 30, 1963, including 61 rescue cutters, 76 patrol craft, 5 ice-
breakers, 111 buoy tenders, 26 lightships, 37 harbor tugs, and several
special purpose vessels. Coast Guard floating units cruised some
3,105,780 miles in carrying out Service functions.

Shore units.—Early in 1963, the Report on the Requirements for
Coast Guard Shore Units was approved by the Commandant. This
report established an overall plan for the progressive modification of
the shore establishment over the next ten years.

Aviation and aircraft.—Aircraft operated by the Coast Guard
during the year, 97 conventional types and 41 helicopters, spent
110,369 hours in the air while carrying out 33,114 sorties. Fifteen
of the new HH-52A turbine-powered helicopters were procured to
replace the older HH-19G models, and the final three HC-130B
aircraft were received, making 12 such planes available for long-range
search and rescue missions.

Communications.—In May 1963 the principal Coast Guard-leased
landlines communication circuits were transferred to the Defense
Communications Agency and combined with other military circuits.
The savings realized from this action will contribute to the gradual
improvement of Coast Guard communications facilities. :

Engineering developments

Aeronautical engineering.—The Coast Guard has adopted on a trial
basis a new system of aircraft inspection, based on the calendar rather
than hourly wtervals as before. This change is expected to improve
work scheduling and maintenance, as well as increase operational
availability.

Civil engineering.—The loran construction program continued to
progress in fiscal 1963, with the start of a new chain of four loran
transmitting stations in the North Pacific area. Two lifeboat
stations demolished by the Atlantic Coast storm of 1962 are being
completely rebuilt. At the Aircraft Repair and Supply Base a
modern warchouse is under construction to replace small buildings
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scattered around the Base. The long-range construction program
to improve facilities of the Coast Guard Academy continued during
the fiscal year.

Electronics engineering.—A simple and economical technique using
the existing loran-C navigation system has been designed by the
Coast Guard to disseminate civil defense warning information. The
method has been demonstrated to those concerned with the civil
defense program and appears to have been favorably received. The
use of loran-C facilities for this purpose could save a substantial
sum which would otherwise be required if an additional warning
system were built.

A second RATAN system was being installed in the New York
ares at the close of fiscal 1963. This installation at Bayonne, N.J.,
together with the one previously set up at Sandy Hook, N.J., will
provide experimental Radar-TV-aids-to-navigation service for the
upper and lower New York harbor areas.

Naval engineering.—The 210-foot U.S.C.G.C. Reliance, the first of
a new class vessel, was christened and launched in May 1963 at the
Todd Shipyards in Houston, Tex. Two other ships of this class are
under construction as a part of the fleet modernization program.
A 157-foot coastal buoy tender which will replace a 42-year-old vessel
is being built at the Coast Guard Yard.

Five obsolete buoy tenders have been replaced by newly constructed
pusher-tender and barge combinations for service on rivers of the
Second District. The completion of six new 65-foot harbor tugs in
fiscal 1963 enabled the replacement of aging and obsolete vessels.
The construction of 82-foot patrol boats at the Coast Guard Yard
continued, with ten completed in December 1962 and five more
scheduled for manufacture in fiscal 1964. Seventeen of the Coast
Guard’s new 44-foot motor lifeboats, enthusiastically received at the
recent International Lifeboat Conference, were built during the year
to replace older models and improve rescue capabilities.

Coast Guard Reserve

In recognition of its continued importance in contributing to the
readiness stature of the Coast Guard, the Reserve Program has been
elevated to Office status at Headquarters. The Reserve Inspector-
Instructor Program was modified during the year to include mobiliza-
tion duties. As a result these senior Reserve officers are now being
trained for mobilization assignments to assume command of two or
more operational Organized Reserve Training Units (Port Security).
A new system has been adopted for matching mobilization billets
with Reserve personnel using a mechanized process, and preassignment
mobilization orders have already been issued to most ready reservists.

Personnel

The personnel strength of the Coast Guard as of June 30, 1962 and
1963 is shown in the following table.
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Number
Personnel
1962 1963

Military personnel:
Commissioned 0ffiCers - - . oo e 3,122 3,176
Chief warrant officers._._. . 49 852
‘Warrant officers.. 178 172
Cadets_.o....... 372 398
Enlisted men. 27,200 27,062
TObal oo e 31,721 31, 660

Civilian personnel:
Salaried (General Service) o oo oo 2, 539 2, 595
Wageboard. oo 2,148 2,237
Lamplighters 207 203
4, 894 5,035
3, 570 3, 569
24, 638 22,673
28, 208 26, 242

Illustrated in the table below are the changes in the numbers of
officers on active duty as of June 30, 1962 and 1963. The net gain of
41 was suflicient to meet increased commitments at the start of fiscal
1964.

Number
Officers

1962 1963

Additions of commissioned ofticers:
Coast Guard Academy graduates 115 94
Reserve officers called to active duty.. 18 14

TFormer merchant marine officers appo: 5 5

Qfficer Candidate School graduates 208 157

B 077 Y U RN 346 270
Losses of comwmissioned officers:

Regular 1 e ceeememeae—e—aee 135 107

Reserve on completion of obligated service...__ ... ... __ 150 122

0] - PO 285 229

B - U USRI R 61 41

1 Through retirements, resignations, revocations, and deaths.

Recruiting and training—Fifty-seven main recruiting stations and
approximately 45 substations were manned by 215 recruiters. During
fiscal 1963 there were 14,035 applicants for enlistment in the regular
Coast Guard and 4,364 were enlisted. The Reserve received 6,968
applications and enlisted 3,115. The receiving centers at Cape
May, N.J,, and Alameda, Calif., trained 3,429 and 2,095 recruits,
respectively.

Training for foreign visitors.—Under the sponsorship of other Gov-
ernment agencies, about 86 visitors from 26 foreign countries were
extended the use of Coast Guard training facilities.

Coast Guard education program.—The education and training pro-
grams sponsored by and participated in by the Service are sum-
marized for 1962 and 1963 as follows:
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Number
Education and training program
1962 1963

Coast Guard Academy:

ADDPleationS . e e mam 5,436 5,050

Applications approved 5,352 4,963

Appointments._.._..._. 235 228

Cadets. oo e iieciae 372 |. 562

Graduates (bachelor of science degrees 115 94
Officer training completed:

Officer Candidate School graduates..... 208 158

Postgraduate. . _..___.._._.__...__.._ 57 | - 54

TFlight training__ ._ 35 30

Helicopter pilot training.. 25 22

C-130B aircraft training..____ 34 13

Short term specialized courses. . _.._._ 318 363

Off-duty courses at civilian schools. - ..o iiiaeaas 288 409
Enlisted training completed:

Coast Guard bagic petty officer schools. - .o 1, 561 1,197

Navy basic petty officer schools.____._._ 1208 1460
Advanced schools (Coast Guard and Navy).._... 13,084 1612
Specialized courses (Service and civilian schools) 567 627
Correspondence courses completed:

Coast Guard Institute courses completed. ... 10, 691 10,044

U.S. Armed Forces Institute courses complete 261

Naval correspondence schools courses completed... 5,724 6,000

t Estimated.

Puyblic Health Service support.—On June 30, 1963, there were 94
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 Antarctic operations.

Coast Guard Auxiliary

The Auxiliary, a voluntary nonmilitary organization functioning in
646 communities, conducted numerous public instruction courses in
safe boating in fiscal 1963. These courses had an enrollment of some
121,000 persons. Courtesy examinations of the safety equipment of
approximately 140,000 motorboats were made by specially qualified
auxiliarists. The Auxiliary also worked with the Coast Guard in
patrolling 1,780 regattas, and cooperated in answering more than
5,700 calls for assistance, their efforts saving the lives of 281 persons.
On June 30, 1963, the organization had approximately 22,100 members
and 14,500 facilities, consisting of boats, aircraft, and radio stations
in 783 flotillas.

Fiscal and supply management

Greater use is being made of mechanized systems to facilitate ac-
counting for appropriated funds and expenditures, with EAM equip-
ment replacing conventional bookkeeping machines at Headquarters
and in two district offices. This system, which will provide more
timely financial status reports to program managers, is planned for
installation at other Coast Guard accounting offices during the fiscal
year 1964.

In carrying out the budgetary program for military personnel,
automatic data processing is being used to analyze variations between
actual and planned costs and to 1dentify reasons for such variations.
This provides factual and timely management information to support
early adjustments of personnel plans and funding requirements.

707-484—64-——13
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Funds available, obligations, and balances

The following table shows the amount of funds available for the
Coast Guard during fiscal 1963 and the amounts of obligations and
unobligated balances.

Funds Net total | Unobligated
available! | obligations balance 2

Appropriated funds:
Operating expenses -] $222, 530,784 | $222, 454,310 $76,474
Reserve training. . 16,497, 577 16,431,074 66, 503
Retired pay--._.. 32, 350, 000 31,773, 281 576, 719
Acquisition, construction, and improvements. 49,776, 128 40, 590, 914 9,185,214
Total appropriated funds_ ... ... ... 321,154,489 | 311,249, 579 9, 904, 910

Reimbursements:

Operating eXPenses. _ . i 31, 453, 204 31,453,204 | ... __._._.
Acquisition, construction, and improvements...._.._.__._ 29, 576, 580 24,737,951 4,838, 629
Total reimbursements. . ... o ioooiioeaao. 61, 029, 784 56,191, 155 4, 838,629
Trust fund, U.S. Coast Guard gift fund.._ . 18, 611 3,388 15,223
Grand total. ..o iiioccicaaen 382,202,884 | 367,444,122 14,758,762

1 Funds available include unobligated balances brought forward from prior year appropriations as follows:-
Acquisition, construction, and improvements:
Appropriated funds. ..o caecm i me e am e meam—m————— $16, 250, 837
Reimbursements.__._._____ - 9,252, 833
U.8. Coast Guard gift fund 12,189
2 Unobligated balance of $14,023,843 under the acquisition, construction, and improvements appropria-
tion remains available for obligation in fiscal 1964. These funds are programmed for obligation in fiscal
1964 for the following general purposes:

Coast Guard Department
projects of Defense

projects
For projects deferred in fiscal 1963 to be subsequently accomplished. ... $3,053,900 . ..._..
For completion of projects started in fiscal 1963 - 6,131,314 $4, 838, 629
N R 9,185,214 4,838, 629

Note.—Funds available under acquisition, construction, and improvements also include recoveries
of prior obligations, $195,291,

Management improvement

Through the collective efforts of Coast Guard military and civilian
personnel in applying the principles of management improvement, the
Service expects to realize savings of some 145 man-years and dollar
value benefits estimated at $2,746,000 for the fiscal year 1963.. Of
these savings, some $371,000 stemmed from military and civilian sug-
gestions and superior work performance. Although not measurable
1n a monetary sense, many improvement projects returned significant
benefits by furthering safety, morale, and service to the public.

To promote greater supervisory knowledge and understanding of
the management improvement program and its goals, the Coast
Guard will distribute to all supervisors a booklet entitled The Super-
visor’s Role in Management Improvement. The publication of a
quarterly Management Bulletin is also planned.

The most significant improvement of the fiscal year centered on
cost reductions in traffic management. Through the study and
analysis of transportation systems, substantial rate reductions were
negotiated for a variety of materials transported for the Coast Guard
by commercial carriers. : :
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The conversion of numerous manned light stations to automatic
operation saved an estimated 45 man-years and $246,000, while the
collocation of loran-A and loran-C stations brought an additional
return of 20 man-years and $97,000.

The completion of a management survey of the Coast Guard’s
Reserve Training Program brought about numerous administrative
improvements, leading to predicted savings of 26 man-years and
$53,000.

United States Savings Bonds Division

The U.S. Savings Bonds Division is responsible for promoting the
sale and retention of U.S. savings bonds and the sale of savings stamps.
The savings bond program makes a vital contribution to Government
financing and debt management policy as one of the most significant
means through which the Treasury achieves the broadest possible
ownership of the public debt.

Activities of the Division during the fiscal year 1963 centered
around the “Freedom Bond” drive conducted from May 1
through July 4, 1963. Various promotional campaigns specifically
designed to reach different groups of the American public were car-
ried out within the drive. To launch the ‘“Freedom Bond” drive
within industry, 28 leading industrialists met in Washington on Jan-
uary 16, 1963, to form the U.S. Industrial Payroll Savings Committee,
chaired by Harold S. Geneen, president of International Telephone
and Telegraph Company. Campaigns in more than 10,250 American
firms were completed during the January—-October 1963 period, re-
sulting in nearly one million four hundred thousand new enrollments,
an increase of more than 40 percent from the number of new enroll-
ments a year earlier. :

As part of the 1963 ‘“Freedom Bond” drive within the Federal
Government, the Interdepartmental Savings Bond Committee under
the chairmanship of John W, Macy, Jr., Chairman of the Civil Service
Commission, initiated a successful drive for greater Federal employee
participation in the payroll savings plan. The Minute Man Award,
signifying 90 percent or greater employee participation, was presented
to the Treasury Department during the year. In previous years,
three other Federal agencies had qualified for this award. During
fiscal 1963 the number of Government employees enrolled in the
program increased by 8.5 percent.

In addition to these concerted drives -for increased sales through
payroll savings plans, the Division coordinated many individual
campaigns designed to enlist the aid of national organizations and
community institutions in promoting the Series E and H bond pro-
gram. ‘“Seven day community bond campaigns” were held in 125
cities and towns during fiscal 1963 under the direction of State and
regional field representatives of the Division, with the assistance of a
large volunteer corps. Executives of 65 major national organiza-
tions, representing 63 million members, met in Washington during
the fall of 1962 to organize and direct the National Organizations
Family Campaign under the chairmanship of Bernard B. Burford,
Secretary-Treasurer of Optimist International. The goal of this
drive was to encourage each family to buy a bond during the year.
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Sales of savings stamps during the fiscal year 1963 increased 3.4
percent over 1962, primarily from the “Junior Astronaut” promo-
tional program initiated during the 1962-63 academic year. When
buying his first stamp of the school year, each student received a
certificate signed by the seven Mercury astronauts designating him
as a ‘“‘Junior Astronaut.” Over 5 million of these certificates were
distributed.

Of great importance to all of the campaigns and promotions directed
by the Savings Bonds Division is the voluntary assistance provided by
the Advertising Council, which prepares and donates advertising and
promotion material, and the contributions and cooperation of
industrial and community volunteers. The donated advertising time
and space alone is conservatively valued at more than $50 million
annualily. Because of this support, the costs to the Government of
promoting the sale of savings bonds are held to & minimum and average
Ho of one percent of annual sales.

Sales of Series E and H savings bonds during the fiscal year 1963
totaled $4,518,034,609. Details of sales, redemptions, and amount
outstanding will be found in tables 46-48.

Organization and management improvement

The Savings Bonds Division is headed by a National Director and
Assistant National Director and consists of two principal branches:
Sales, and Advertising and Promotion. The branch chiefs, together
with the National Director and Assistant National Director, make up
the Division’s Management Committee, -whose main purpose is
continuing improvement of the Division’s services.

The Division has six regional offices and offices in the fifty States
and the District of Columbia through which sales materials are dis-
seminated. A relatively small sales and service staff recruits, trains,
and services a large volunteer savings bonds sales corps. ILiaison is
maintained with all types of financial, business, labor, agricultural,
and educationsal institutions, as well as with other civic organizations.
Their volunteer services are enlisted to sell savings bonds at banks,
savings and loan associations, credit unions, certain post offices
(those in communities where there is no other sales outlet), and
business establishments operating the payroll savings plan.

In response to the Secretary’s directive for better utilization of man-
power a review was made of the Division’s organization and operations
and several functions were realigned as follows: Program planning
and market research activities were assigned to the Sales Branch;
coordination of banking and volunteer relations were placed in the
National Director’s Office; management, internal audit, and emer-
gency planning were increased in scope, these three activities now
reporting directly to the office of the National Director; and upper

- New York State coverage was realigned into broader areas, the Buffalo
Branch Office closed, and two positions reassigned to locations of
greater potential.

An automatic data processing (ADP) system was installed for the
collection, recording, and reporting of payroll savings participation.
This information which is vital to both sales planning and appraisal
was formerly collected in 52 State offices from 35,000 firms, posted to
individual card records, and manually tabulated. Under the ADP
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system the information is collected and processed in Washington,
and the field offices supplied with the machine tabulations and sum-
maries. The new system provides more versatile, timely, and
accurate data; standardizes field records; and eliminates a significant
amount of manual clerical work. Annual recurring savings of eight
man-years and $51,500 are anticipated.

Other management improvement projects completed during the
year include the following. A survey of promotional films in the field
produced 600 films surplus to the needs of certain localities. These

- were released to the central film library in Chicago to be available on
loan, or to help supply States requiring more prints without making
further acquisitions. As part of a continuing study of procedures for
the procurement and distribution of consumer and advertising
material, two forms were simplified, and a third eliminated. Under
the incentive awards program, 40 employees received outstanding or
superior work performance ratings.

United States Secret Service

Principal functions of the U.S. Secret Service are the protection of
the President of the United States, the members of his immediate
family, the President-elect, the Vice President or other officer next in
order of succession to the office of President, and the Vice-President-
elect; the protection of a former President, at his request, for a reason-
able period after he leaves office; 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 gov-
ernments; and the detection and arrest of persons violating certain
laws relating to the Federal Deposit Insurance Corporation, Federal
land banks, and Federal land bank associations. The duties of the
Service are defined by section 3056, Title 18, United States Code.

Management improvement

Several undertakings during the year were directed toward greater
efficiency and economy of operations.

Classification by data processing equipment of the handwriting of
suspects in check -and bond forgery cases was further refined and
developed. Maintenance of original fingerprint cards in investigative
cage files was discontinued as a result of a project which solicited
suggestions and opinions of field offices and other law enforcement
agencies. A revision of the system of reporting bond forgery cases
to the Bureau of the Public Debt brought about clarification of cer-
tain instructions and procedures in the Division of Loans and Cur-
rency of the Bureau which speeded the issuance of replacement bonds
to the public. It also lessened the work of the Division and the
Secret Service.

In cooperation with field offices, a revision was made of the “warn-
ing notice”’ system relating to the passing of counterfeit notes. A
simplified and improved system replaced the previous one which had
been administered jointly with the Federal Reserve Board at a postage
cost to the Secret Service of approximately $1,000 per annum. A
review of the ‘“check-up” system on former counterfeiters resulted in
improvements and some reduction in workload. '
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In all field offices the deletion of obsolete cards from the master
index was begun. This will reduce the amount of card-filing equip-
ment necessary, lower the number of cards to be searched, and result
in other intangible ecoriomies. A comparison was made of the cost
of leasing automobiles used by the Service in San Juan, P.R., with
purchase cost. :

Emphasis was placed on improving manpower utilization and pro-
ductivity. On each field office inspection, the inspection staff analyzes
all procedures and manpower utilization seeking further improvements.

Protective and security activities

The most important responsibility of the Secret Service continued
to be the protection of the First Family and the Vice President.
Amending legislation enacted on October 15, 1962 (18 U.S.C. 3056)
authorized the protection of the Vice President without requiring his
request therefor and extended Secret Service protection to any officer
next in succession to the office of President, the Vice-President-elect,
and to a former President at his request, for a reasonable time. An
amendment to 18 U.S.C. 871, on October 15, 1962, substituted “and
successors to the Presidency’’ for “President-elect and Vice President”
in the law dealing with threats against the President.

Investigations concerning protective activities decreased from 882
in 1962 to 753 in 1963, or 14.6 percent. Arrests resulting from investi-
gations of these cases declined from 109 in 1962 to 81 in 1963, or
25.7 percent. There were 52 cases pending at the close of the fiscal
year, which was 13.0 percent more than at the close of the previous
year. '

Enforcement activities

Vigorous and sustained efforts to suppress counterfeiting were
continued during fiscal 1963. In the more important cases heavy
losses to the public were prevented by seizing the plants and the
counterfeited product before the notes could be passed. Counter-
feiting in general continued both by organized criminals and by small
groups who made use of printing and other equipment of legitimate
business enterprises without the knowledge of the owners. Several
cases during the fiscal year fell into the latter category.

By amending legislation enacted on October 10, 1962 (18 U.S.C.
3056), moneys expended from Secret Service appropriations for the
gurchase of counterfeits and subsequently recovered shall be reim-

ursed to the appropriation current at the time of deposit. This
(la)nables the Service to operate more effectively and to utilize funds
etter. :

During the fiscal year 1963, 47 plants for the manufacture of
counterfeit money were seized, compared with 44 for the previous
year, an increase of 6.8 percent. Six hundred and sixty-two persons
were arrested for counterfeiting offenses, compared with 737 the
previous fiscal year, a decrease of 10.2 percent. Counterfeit money.
received amounted to $3,412,327, compared with $4,134,916 the year
before, a decline of 17.5 percent. Only $564,321 reflected loss to the
public, because Secret Service Agents seized $2,848,005 before it could
be passed. Only one in seven counterfeits manufactured resulted in
a loss to the public.
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The following are examples of major counterfeiting cases:

During June 1963, at Durham, N. C., special agents seized $1,038,-
860 in a new issue of counterfeit $20 notes on the Federal Reserve
Bank of Richmond, in an intensive investigation which required less
than a week. Five persons are awaiting judicial action. The owner
of a printing concern and one of his employees were the note manu-
facturers. About $10,000 of the money manufactured has not been
ac%)ll_mted for but, so far as is-known, none reached the hands of the
public.

On June 28, 1962, at Long Beach, Calif., two men were arrested and
a complete plant for the manufacture of counterfeit money was seized
from the residence of one of the men, which was also the office of a
firm owned by him. About $300,000 in counterfeit notes on the
Federal Reserve Bank of San Francisco were seized; none was passed
on the public. .

On July 4, 1962, at Miami, Fla., a supervisor in a commercial
printing firm was arrested for manufacturing and passing counterfeit
$50 notes on the Federal Reserve Bank of Philadelphia. All the
plates and other paraphernalia, together with $99,000 in notes, were
seized. Only five notes are known to have been passed. The
principal in this case printed the notes after working hours on the
firm’s equipment without his employer’s knowledge.

On July 29, 1962, at Los Angeles, Calif., two men were arrested
for manufacturing $100 counterfeit notes on the Federal Reserve
Bank of San Francisco. The plates for the notes were found in the
car of one of the offenders, a former policeman, who owned a private
detective agency in Los Angeles. About $434,000 in the notes were
seized and none had been passed on the public.

In July 1962 two brothers were arrested in Sparta, Wis. In the
car in which they were riding 56 plates for counterfeit $5, $10, $20,
and $100 notes were found, together with 14 counterfeit $20 notes
on the Federal Reserve Bank of Richmond; 12 counterfeit $20 notes
on the Federal Reserve Bank of Chicago; and seven counterfeit $50
notes on the Federal Reserve Bank of Minneapolis. The complete
plant was located in the basement of the farm home of one of the men.

During October 1959 an American was arrested in Mexico for
possessing and passing counterfeit U.S. currency. He was sentenced
to five years and was released in October 1961, pending review of his
sentence by Mexican authorities. During June and July 1962 he
manufactured $40,000 in new counterfeit $10 and $20 notes in Cali-
fornia and then again moved his operations to Mexico where he
manufactured new counterfeit $20, $50, and $100 U.S. notes. In
September 1962 a Mexican national was arrested in Mexico while
passing & new counterfeit $50 note, and a second man was developed
as a suspect. Within a few days, about $124,000 in the counterfeits
was found in the wrecked car of the second man, and subsequent
investigation resulted in the arrest of the maker.and all passers.

During November 1962, at Chamblee, Ga., two men, partners in
a small printing shop in the outskirts of Atlanta, were arrested and
more than $70,000 in counterfeit $20 notes on the Federal Reserve
Bank of Atlanta, together with plates for $5 and $10 notes, were
seized.
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During February 1963 two men were arrested in California for
manufacturing and passing counterfeit $5, $10, and $20 notes on the
Federal Reserve Bank of San Francisco. The entire plant was
seized, together with more than $128,000 in the counterfeit notes.

During May 1963, in Chicago, a plant for the production of counter-
feit $10 and $20 notes on the Federal Reserve Bank of Chicago was
smashed and five men were arrested. The defendant who made the
plates was employed as a printer for the American Hospital Associa-
tion in Chicago. ‘

The following table is a summary of seizures of counterfeit money
during the fiscal years 1962 and 1963:

Counterfeit money seized, fiscal years 1962 and 1963

Counterfeit currency 1962 1963 Percentage
decrease
Loss t0 the PUbliC. - oo o iciaccenes $567,806.35 | $564, 321.91 —0.6
Before Circulation .o el 3, 567,020. 43 | 2, 848, 005. 31 —20.2
B 7 ORI 4,134,916.78 | 3,412, 327.22 —17.5

The forgery of Government checks continued to represent a major
enforcement problem for the Secret Service. During fiscal 1963
the Service investigated 47,505 cases involving a face amount of
$4,711,861, compared with 40,351 cases involving a face value of
$4,244,133 in the fiscal year 1962, an increase of 17.7 percent in cases
handled and 11.1 percent in amount involved. Check forgery offenses
accounted for the arrest of 3,343 persons in 1963, a slight decline from
the 3,414 arrests the previous year.

The Service also investigated 7,169 cases involving the forgery
of U.S. savings bonds, compared with 7,804 in fiscal 1962. However,
the face amount involved in 1963 was $931,845, compared with
$758,715 the previous year, an increase of 22.8 percent. Eighty-one
persons were arrested for bond forgery offenses in 1963, compared with
82 in the fiscal year 1962.

Many repeat offenders in check forgery cases are narcotic addicts.
During August 1962 a man and a woman were arrésted in Pittsburgh,
Pa., for stealing and forging 19 Government checks worth $1,807.36.
The woman had been arrested on a previous occasion for the same of -
fense. While on bail for the current offense, she was admitted to a
hospital after she had taken an overdose of barbiturates. The male
defendant committed suicide while awaiting judicial action.

In August 1962 a man who had been sought as a suspected manu-
facturer of counterfeit notes and postage stamps was identified as the
passer of counterfeit U.S. Treasury checks in Phoenix, Ariz. He was
arrested by Phoenix police while attempting to pass one of the counter-
feit checks in a bank. He resisted arrest and drew a pistol with which
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he began to beat one of the policemen and threatened to shoot him.
The policeman shot the defendant, wounding him seriously. The en-
tire plant for the counterfeits was seized from his home.

During March 1962 two men were arrested in New York while
depositing twenty-five U.S. Government checks to an alleged business
account in a New York bank. About $26,000 had been previously
deposited and $22,000 withdrawn. The location furnished for the
business was found to be a vacant storeroom rented by one of the men.
Nearly 300 forged Government checks worth more than $38,000 were
traced to the account. '

The forgery and alteration (to larger amounts) of U.S. Treasury
checks has been a problem in the Philippines for several years. During
March 1963 the National Bureau of Investigation of the Republic
of the Philippines advised that a special team of investigators had
been created to work on these cases. It is hoped that this will be
effective in suppressing these offenses there.

An example of the itinerant check forger, who poses a most difficult
enforcement problem, is that of a man and his wife who stole more than
100 Government checks worth more than $11,000 and cashed them in
23 states from New York and Massachusetts to California and Oregon.
‘They kept moving, not remaining in any location more than a few days.

Bond forgery cases continue to reflect the interest and activity of
organized criminals who buy and sell large amounts of stolen bonds.
An illustrative case is the arrest of five individuals in New York
State in February 1963 after they had successfully forged and nego-
tiated 451 bonds with a maturity value of $68,250. The bonds
were registered to nine different owners and were stolen from residences
and business establishments in New York, New Jersey, and 1llinois.

On September 19, 1962, legislation was enacted which amended
section 491, Title 18, U. S. Code, prohibiting certain acts involving
the use of tokens, slugs, disks, devices, papers, or other things similar
in size and shape to lawful coins or other currency of the United
States. Under this new law during the remainder of fiscal 1963,
59 arrests were made. The increase in such offenses is due to the
rapid growth of vending machines of all kinds. The Service has been
able to absorb the increased work thus far.

During March 1963, $2,160 in travelers checks on Thomas Cook
and Son (Bankers) Ltd., were stolen from a travel agency in Massa-
chusetts. The entire amount was deposited in a New York bank.
Arrangements were made for the Service to be notified when the
depositor returned, as previously agreed with the bank, to withdraw
some of the funds. Bank officials notified the Secret Service and
New York police at the same time, but when the agents arrived, they
found that police had arrived one minute earlier and had killed the
depositor in a gun battle.

The following tables show the number of criminal and noncriminal
investigations and the number of arrests completed by the Secret
Service in the fiscal years 1962 and 1963:
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Criminal and noncriminal cases tnvestigated, fiscal years 1962 and 1963

Percentage

Cases investigated 1962 1963 increase, or

decrease (—)
COUNLSITOIEINE - <+ - e o< eeee e emmmc e mc e oo e e mmeaeeane 10,052 10,378 +3.2
Forged Government, checks .. __._ ... - 40, 351 47, 505 —+17.7
Forged Government bonds. C7,804 7,169 —8.1
Miscellaneous eriminal. . ... 1,187 1,080 —9.0
Miscellaneous noncriminal. . 4,397 5,837 +432.7
O] e e ee ettt meeme e 63, 791 71,969 +12.8

Number of arrests, fiscal years 1962 and 1963
Offenses 1962 1963 Percentage
decrease

Counterfeiting..._.._.__.__.. 737 662 -10.2
Forged Government chec 3,414 3,343 —-2.1
Forged or stolen bonds.... 82 81 1.2
Miscellaneous. o oo o meon oo cn e decccecmiaeaa 169 121 —~28.4
B0 ) O 4,402 4,207 —4.4

During fiscal 1963 a total of 121 persons were arrested for crimes
other than counterfeiting and forgery, bringing the total number of
arrests to 4,207 for the fiscal year. Cases of all types investigated
by the Secret Service totaled 71,969, an increase of 12.8 percent.

Offenses investigated by the Secret Service resulted in the convic-
tion of 3,717 persons. Of all Secret Service cases brought to trial this
fiscal year, 97.6 percent resulted in convictions.

The trends in crimes over which this Service has jurisdiction remain
generally consistent with nationwide trends in other crimes.

The growth and development of cooperation between all law
enforcement agencies over the past several years has been responsible
for much of the success of the Secret Service in keeping the crimes
under its jurisdiction under control.
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Public Debt Operations, Calls of Guaranteed Obligations, Regula-
tions, and Legislation

Treasury Certificates of Indebtedness, Treasury Notes, and Treasury Bonds
Offered and Allotted

ExHigiT 1.—Treasury certificates of indebtedness

Two Treasury circulars representative of the four certificate offerings during
the fiscal year 1963 are reproduced in this exhibit: a cash offering and an exchange
offering. Circulars pertaining to the other certificate 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 certificates issued for cash and in exchange for maturing
or outstanding securities are shown in the second table.

DEPARTMENT CIRCULAR NO. 12-62. PUBLIC DEBT

TrREASURY DEPARTMENT,
Washington, July 30, 1962.

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 acerued mterest 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-1963. The amount of the offering under this circular
is $6,500,000,000, or thereabouts. The following notes maturing August 15,
1962, will be accepted at par in payment or exchange, in whole or in part, for
the certificates subscribed for, to the extent such subscriptions are allotted
by the Treasury:

ercent Treasury notes of Series B-1962; or
}percent Treasury notes of Series G-1962.
Thhe books will be open only on July 30, 1962, for the receipt of subscrxptxons for
this issue.
II. DESCRIPTION OF CERTIFICATES

1. The certificates will be dated August 15, 1962, and will bear interest from
that date at the rate of 3% percent per annum, payable semiannually on February
15 and August 15, 1963. They will mature August 15, 1963, and will not be
subject to call for redemptlon 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,
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
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.

4. Bearer certificates with interest coupons attached will be issued in denomina-
tions of $1,000, $5,000, $10,000, $100,000, $1,000,000, $100,000,000, and $500,000,-
000. The certificates will not be issted 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.

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 25, D.C.
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 cus-
tomers provided the names of the customers are set forth in such subseriptions.
Others than commercial banks will not be permitted to enter subscriptions except

179



180 1963 REPORT OF THE SECRETARY OF THE TREASURY

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.
Subscriptions will be received without deposit 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 organizations in which the United States
holds membership, foreign central banks and foreign States, dealers who make
%rimary markets in Government securities and report daily to the Federal Reserve

ank 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 notes of the two issues enumerated in section I hereof, which will be accepted
at par) of 2 percent of the amount of certificates applied for, not subject to with-
drawal until after allotment. Registered notes submitted as deposits should be
assigned as provided in section V hereof. 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. 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
certificates of this issue, until after midnight July 30, 1962.

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 sub-
scription, to allot less than the amount of certificates applied for, and to make dif-
ferent percentage allotments to various classes of subscribers; and any action he
may take in these respects shall be final. Subject to these reservations, all sub-
scriptions 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, 1962, 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 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 notes of the two series enumerated in section I
hereof, which will be accepted at par. Where payment is made with bearer
notes, coupons dated August 15, 1962, should be detached and cashed when
due by holders. In the case of registered notes, the final interest due on August
15, 1962, will be paid by check drawn in accordance with the assignments on the
notes surrendered, or by credit in any account maintained by a banking institution
with the Federal Reserve Bank of its district.

V. ASSIGNMENT OF REGISTERED NOTES

1. Treasury notes of Series G-1962 in registered form tendered as deposits and
in payment for certificates allotted hereunder should be assigned by the registered
payees or assignees thereof to “The Secretary of the Treasury for 3% percent
Treasury certificates of indebtedness of Series C-1963 to be delivered to ____
______ ”’,in accordance with the general regulations of the Treasury Department.
Notes tendered in payment should be surrendered to a Federal Reserve Bank or
branch or to the Office of the Treasurer of the United States, Washington 25,
D.C. The notes must be delivered at the expense and risk of the holder.

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
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for certificates allotted, to make delivery of certificates on full-paid subscriptions
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,
preseribe supplemental or amendatory rules and regulations governing the offer-
ing, which will be communicated promptly to the Federal Reserve Banks.

Dovugras DiLLoN,
Secretary of the Treasury.

DEPARTMENT CIRCULAR NO. 17-62. PUBLIC DEBT

TrREASURY DEPARTMENT,
Washington, October 29, 1962.

I. OFFERING OF CERTIFICATES

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 certificates of indebtedness of the United States, desig-
nated 3% percent Treasury certificates of indebtedness of Series D-1963, in
exchange for any of the following securities, singly or in combinations aggregating
$1,000 or multiples thereof:

3% percent Treasury notes of Series C-1962, maturing November 15, 1962;
314 percent Treasury notes of Series H-1962, maturing November 15, 1962;
2Y; percent Treasury bonds of 1959-62, maturing December 15, 1962; or

234 percent Treasury bonds of 1960-65, called for redemption on December 15,

Interest will be adjusted in the case of the 214 percent Treasury bonds of 1959-62
and the 2% percent Treasury bonds of 1960-65 as set forth in section IV hereof.
Delivery of the certificates will be made on November 15, 1962. The amount of
the offering under this circular will be limited to the amount of eligible securities
tendered in exchange and accepted. The books will be open only on October 29
through October 31, 1962, for the receipt of subscriptions for this issue.

2. In addition to the offering under this circular, holders of the eligible securities
are offered the privilege of exchanging all or any part of such securities for 3%
percent Treasury notes of Series B-1965, or 4 percent Treasury bonds of 1972,
which offerings are set forth in Department Circulars, Public Debt Series—Nos.
18-62 and 19-62, respectively, issued simultaneously with this circular.

II. DESCRIPTION OF CERTIFICATES

1. The certificates will be dated November 15, 1962, and will bear interest
from that date at the rate of 34 percent per annum, payable semiannually on
May 15 and November 15, 1963. They will mature November 15, 1963, 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,
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 certificates will be acceptable to secure deposits of public moneys.
They will not be acceptable in payment of taxzes.

4. Bearer certificates with inferest coupons attached will be issued in denomina-
tions 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.

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 25, D.C.
Banking 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
subscription, and to allot less than the amount of certificates applied for; and
any action he may take in these respects shall be final. Subject to these reserva-
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tions, all subscriptions will be allotted in full. Allotment notices will be sent
out promptly upon allotment.
IV. PAYMENT

1. Payment for the face amount of certificates allotted hereunder must be made
on the date shown in paragraphs 2, 3, and 4 below, and may be made only in
securities of the four issues enumerated in section I hereof, which will be accepted
at par, and should accompany the subscription.

2. 8% percent notes of Series C—1962 and 3% percent notes of Series H-1962.
Payment with maturing notes of Series C-1962 or Series H-1962 must be com-

leted on or before November 15, 1962, or on later allotment. Coupons dated

ovember 15, 1962, should be detached from notes in bearer form and cashed when
due. In the case of registered notes of Series H-1962, the final interest due on
November 15, 1962, will be paid, following discharge of registration, by check
drawn in accordance with the assignments on the notes surrendered, or by credit
in any account maintained by a banking institution with the Federal Reserve
Bank of its district.

3. 24 percent bonds of 1959-62. Payment with bonds of 1959-62 must be
completed on or before November 15,1962, or on later allotment. Coupons dated
December 15, 1962, must be attached to the bonds in bearer form when surrendered.
Accrued interest from June 15, 1962, to November 15, 1962 ($9.40574 per $1,000),
will be paid to subsecribers and the payments will be made in the case of bearer
bonds following their acceptance and in the case of registered bonds following dis-
charge of registration. In the case of registered bonds, the payment will be made
by check drawn in accordance with the assignments on the bonds surrendered, or
by credit in any account maintained by a banking institution with the Federal
Reserve Bank of its district.

4. 2% percent bonds of 1960-65, called for redemption on December 15, 1962.
Payment with the called bonds of 1960-65 must be completed on or before No-
vember 15, 1962, or on later allotment, together with accrued interest from No-
vember 15, 1962, to December 15, 1962 ($2.58978 per $1,000), on the certificates
to be issued. Coupons dated December 15, 1962, should be detached from bonds
. in bearer form and cashed when due. Coupons dated June 15, 1963, and all
subsequent coupons, must be attached to the called bonds in bearer form when
surrendered. Final interest due December 15, 1962, on registered bonds will be
paid on December 15, 1962, following discharge of registration, by check drawn
in accordance with the assignments on the bonds surrendered, or by credit in any
account maintained by a banking institution with the Federal Reserve Bank of its
district. Delivery of the certificates will be made upon completion of payment
therefor on November 15, 1962. .

V. ASSIGNMENT OF REGISTERED SECURITIES

1. Treasury notes of Series H-1962 and Treasury bonds of 1959-62 and 1960-
65 in registered form tendered in payment for certificates offered hereunder should
be assigned by the registered payees or assignees thereof to “The Secretary of the
Treasury for exchange for 3% percent Treasury certificates of indebtedness of
Series D-1963 to be delivered to - - _______________ ”, in accordance with
the general regulations of the Treasury Department governing assignments for
transfer or exchange, and thereafter should be surrendered with the subsecription
to a Federal Reserve Bank or branch or to the Office of the Treasurer of the United
States, Washington 25, D.C. The securities must be delivered at the expense and
risk of the holder.

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
certificates allotted, to make delivery of certificates on full-paid subscriptions
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-
scribe supplemental or amendatory rules and regulations governing the offering,
which will be communicated promptly to the Federal Reserve Banks.

Dovugras DiLLon,
Secretary of the Treasury.



$9—P8%-L0L

145

Summary of information pertaining to Treasury certificates of indebtedness issued during the fiscal year 1963

Department Allot-
Date of circular ' ment
prelimi- Concurrent Date [payment
nary offering Date of | Date of |subscrip-| date on
an- circular Certificates of indebtedness offered for exchange or for cash issue |maturity [ tion or be-
nounce- number books | fore (or
ment | Number | Date closed | on later
allot-
ment)
1962 1962 . 1962 1963 1962 1962
July 26 12-62 | July 30 | 13-62,14-62 | 314 percent Series C-1963 issued at par— - e ———— Aug. 15 | Aug. 15 | July 30 [ Aug. 15
Oct. 25 17-62 | Oct. 20 | 18-62,19-62 | 31& percent Series D-1963 issued at par in exchange for—_ ... ... Nov. 15 | Nov, 15| Oct. 31 |2 Nov. 15
3% percent Series C-1962 notes maturing Nov. 15, 1962,
3l percent Series H-1962 notes maturing Nov. 15, 1962,
234 percent Treasury bonds of 1959-62 maturing Dec. 15, 1962,
234 percent Treasury bonds of 1960-65 called for redemption on Dec. 15, 1962.
1968 1963 1963 1964 1963 1963
Jan. 30 2-63 | Feb. 4 3-63 | 314 percent Series A-1964 issued at par in exchange for— . ___ Feb. 15 | Feb. 15 | Feb, 6 |3Feb, 15
314 percent Series A-1963 certificates maturing Feb. 15, 1963,
254 percent Series A-1963 notes maturing Feb. 15, 1963,
314 percent Series E-1963 notes maturing Feb, 15, 1963.
Apr. 24 863 | Apr. 25 9-63 | 314 percent Series B-1964 issued at par in exchange for— . ____._..__.. May 15 | May 15 | May 1 |[‘May 15
344 percent Series B-1963 certificates maturing May 15, 1963,
4 percent Series B-1963 notes maturing May 15, 1963,
314 percent Series D-1963 notes maturing May 15, 1963.

1 See Department Circular No. 12-62, secs. III and IV, in this exhibit, for provisions
for subscription and payment. Holders of 4 percent Treasury notes of Series B-1962 or
3Y4 percent Treasury notes of Series G-1962 which matured Aug. 15, 1962, 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
of the Series B-1962 or Series G-1962 notes.

2 See Department Circular No. 17-62, secs. IIT and IV, in this exhibit, for provisions
for subscription and payment.

3 Coupons dated Feb. 15, 1963, were detached from the certificates and notes in bearer
form and cashed when due,

4 Coupons dated May 15,1963, were detached from the certificates and notes in bearer
form and cashed when due.
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Allotments of Treasury certificales of indebtedness issued during the fiscal year 1963, by Federal Reserve districts
[In thousands)

314 percent Series D-1963 certificates issued in exchange for

314 percent 334 percent 31 percent 214 percent 234 percent
Federal Reserve district Series C-1963 Series C-1962 Series H-1962 Treasury bonds | Treasury bonds
certificates ! Treasury notes | Treasury notes of 1959-62 of 1960-65 Total issued
maturing maturing maturing called for
Nov. 15, 1962 3 Nov. 15,1962 3 Dec. 15, 1962 3 redemption on
Dec. 15, 19623

BoOStOn e $117,476 $5, 686 $27, 859 $7,043 $1, 549 $42,137

New York.___ 5,137, 661 60, 986 3,687,708 445, 442 41,184 4,235, 320

Philadelphia. 60, 328 1,852 18,772 3,304 2,520 26,448

Cleveland.. 158, 093 13,091 23,114 6,383 648 43,236

Richmond 111,410 4, 527 26, 300 11, 587 2, 964 45,378

Aflanta__ 111, 295 5,250 28, 837 17, 695 1,150 52, 932

Chicago.. 337,383 13, 064 99, 000 34,093 58, 536 204, 693

St. Louis.....___. 164, 210 4. 486 46,792 7,517 8,324 67,119

Minneapolis . __ 40, 859 2,702 21,046 2,022 516 26, 286

Kansas City- .- 142, 515 4,604 17,620 8,157 600 30, 981

Dallas. ______._ 67.234 1,237 17,788 13.084 333 32,442

San Francisco.___ 398, 653 3,378 21,688 12, 892 2,853 40, 811

Treasury. ... _____..___ e cccmm——eeeen 4,317 40 7,684 155 2 7,881

Tectal certificate allotments_._________________._______.______ 6,851,434 120, 903 4,044, 208 569, 374 121,179 4, 855, 664
Securities eligible for exchange:

Exchanged in coneurrent offerings. ... _______ | __._____. 930, 220 1,926,013 1, 481, 316 1,291, 470 5,629,019

Total exchanged ____.__________ | 1,051,123 5,970, 221 2. 050, 690 1,412, 649 10, 484, 683

Not submitted for exchange . -« oo oo oo comccmon|omcacamiecemies 91, 833 111, 574 218,785 72,734 494, 926

Total securities eligible for exchange..._.._____._____..___.____ 1, 142, 956 6,081, 795 2,269, 475 1,485,383 10, 979, 609

Footnotes at end of table.
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Allotments of Treasury certificates ;)f indebtedness issued during the fiscal year 1963, by Federal Reserve districts—Continued
{In thousands)

314 percent Series A-1964 certificates issued
in exchange for—2

314 percent Series B-1964 certificates issued
in exchange for—2

Federal Reserve district 314 percent | 256 percent | 3l percent 3} percent 4 percent 3Y4 percent
Series A-1963 | Series A-1963 | Series E-1963 Series B-1963 | Series B~1963 |Series 1D-1963
certificates Treasury Treasury Total issued | certificates Treasury Treasury Total issued
maturing notes notes maturing notes notes
Feb. 15, 1963 4 maturing maturing May 15, 1963 8| maturing maturing
Feb. 15, 19634 Feb. 15, 1963 ¢ May 15, 1963 §| May 15, 1963

Boston.____ e e £62, 008 $18,399 $47,027 $127, 434 $51, 691 $19,743 $67, 598 $139, 032

New York - 3,976, 356 393,379 695, 647 5,065, 382 3,071,107 128, 446 1,134, 435 4,333,988

Philadelpbia 20,183 6, 882 36, 504 3, 569 30,173 6,035 , 201 63, 409

Cleveland_____________ 83,784 16,836 55, 834 156, 454 62, 801 21, 041 56, 670 140, 512

Richmond 18, 800 6, 00 30,154 54,954 22,919 10, 664 24,673 58,256

46, 860 19, 239 46, 253 112, 352 72,028 11,025 41,177 124,230

159, 295 72,378 156, 968 388, 641 192, 145 36,419 100, 805 329, 369

53,411 21, 220 71,452 1486, 083 64, 896 11,292 43,406 119, 594

Minneapolis_______ 20, 489 6, 513 23,279 50, 281 15,273 -10, 665 17,743 43, 681

Kansas City 40,987 37,255 33,904 112, 146 81,903 11,360 31, 850 125,113

Dallas 27,315 18,812 42,331 88, 458 21, 295 11,076 28,953 61,324

San Francisco.. 169, 678 35,107 146, 141 350, 926 76, 640 8,871 58, 766 144,277

Treasury . 13,009 315 11,210 4, 534 5,173 2,511 2, 691 10,375

Total certificate allotments. 4,692,175 652, 335 ‘1,396, 704 6, 741, 214 - 3,768, 044 289, 148 1, 635, 968 5, 693, 160
Securities eligible for exchange: :

Exchanged in concurrent offerings _ _ __ . _____________ 967, 722 743, 403 778,694 2,489, 819 1,399, 568 628,299 1,244,771 3,272,638

Total exchanged 5, 659, 897 1,395,738 2,175,398 9,231,033 5,167, 612 917, 447 2,880, 739 8,965, 798

Not submitted for exchange. _ 58, 947 91,133 83, 709 233,789 116, 865 265, 916 146, 110 8, 891

Total securities eligible for exchange_ ___._._________. 5,718, 844 1,486,871 2,259,107 9, 464, 822 5,284,477 1,183,363 3,026, 849 9, 494, 689

1 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, Govern-
ment investment accounts, and the Federal Reserve Banks, were allotted in full.
Subscriptions from all others in amounts up to $50,000, were allotted in full; amounts
over $50,000 were allotted 12)4 percent, but not less than $50,000 to any one subseriber.

2 Subscriptions were allotted in full.
834 percent Treasury notes of Series B~1965 and 4 percent Treasury bonds of 1972
were also offered in exchange for these'securities.
4 334 percent Treasury bonds 0f 1968 were also offered in exchange for these securities.
8 354 percent Treasury notes of Series B-1966 were also offered in exchange for these

securities.
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ExniBIT 2.—Treasury notes

T

Two Treasury ecirculars, one containing an exchange offerlng and the other
an advance refunding exchange offering, are reproduced in this exhibit.. The
circulars pertaining to the other note offerings during 1963 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
all&tments of the new notes issued for cash or in exchange are shown in the second
table.

DEPARTMENT CIRCULAR NO. 15-62. PUBLIC DEBT

TREASURY DEPARTMENT,
Washington, September 10, 1962,

I. OFFERING OF NOTES

1. The Secretary of the Treasury, pursuant to the authority of the Second
Liberty Bond Act, as amended, invites subscriptions from the people of the
United States for notes of the United States, designated 3% percent Treasury
notes of Series A-1967:

(1) at 99.50 percent of their face value in exchange for 3% percent Treasury
certificates of indebtedness of Series A-1963, dated February 15, 1962,
due February 15, 1963;
(2) at 99.90 percent of their face value in exchange for 234 percent Treasury
notes of Series A~1963, dated April 15, 1958, due February 15,1963;
(3) at 99.60 percent of thelr face value in exchange for 3% percent Treasury
notes of Series E-1963, dated November 15, 1961, due February 15, 1963;
(4) at 99.60 percent of their face value in exchange for 314 percent Treasury
certificates of indebtedness of Series B-1963, dated May 15, 1962, due
May 15, 1963;
(5) at 99. 60 percent of their face value in exchange for 3% percent Treasury
notes of Series D-1963, dated May 15, 1961, due May 15, 1963; or
(6) at 99.00 percent of their face value in exchange for 4 percent Treasury
notes of Series B—1963, dated April 1, 1959, due May 15, 1963.
Interest adjustments as of September 15, 1962, and the cash payments due to the
subscriber on account of the issue prices of the new notes will be made as set forth
in section IV hereof. Subscriptions are invited up to an amount not to exceed
$6,000,000,000, or thereabouts. If subscriptions exceed this amount they will
be received subject to allotment. In addition to the amount offered for public
subscription, exchange subscriptions from Government investment accounts will
be allotted in full. Delivery of the new notes will be made on September 20, 1962.
The books will be open only on September 10 through September 12, 1962, for the
receipt of subscriptions for this issue.

2. In addition to the offering under this circular, holders of the eligible securities
are offered the privilege of exchanging all or any part of such securities for 4 per-
cent Treasury bonds of 1972, which offering is set forth in Department Circular,
Public Debt Series—No. 16-62, issued simultaneously with this circular.

3. Nonrecognition of gain or loss for Federal income taz 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 eligible securities
enumerated in paragraph one of this section solely for the 3% percent Treasury
notes of Series A-1967. Section 1031(b) of the Code, however, requires recogni-
tion of any gain realized on the exchange to the extent that money is received
by the security holder in connection with the exchange. To the extent not
recognized at the time of the exchange, gain or loss, if any, upon the obligations
surrendered in exchange will be taken into acecount upon the disposition or re-
demption of the new obligations.

II. DESCRIPTION OF NOTES

1. The notes will be dated September 15, 1962, and will bear interest from that
date at the rate of 33 percent per annum, payable on a semiannual basis on
February 15 and August 15, 1963, and thereafter on February 15 and August 15
in each year until the principal amount becomes payable. They will mature
August 15, 1967, and will not be subject to call for redemption prior to maturity.
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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, hut 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 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 25, D.C.
Banking institutions generally may submit subseriptions for account of customers,
provided the names of the customers are set forth in such subscriptions, but only
the Federal Reserve Banks and the Treasury Department are authorized to act
as official agencies. Subscriptions will be received without deposit from banking
institutions 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 organizations in which the United
States holds membership, foreign central banks and foreign States, Federal
Reserve Banks and Government investment accounts. Subscriptions from all
others must be accompanied by the deposit of any of the eligible securities enum-
erated in paragraph one of section I hereof, in the face amount of not less than
10 percent of the amount of notes applied for, not subject to withdrawal, until
after allotment. Registered securities 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
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. The basis of the allotment will
be publicly announced and allotment notices will be sent out promptly upon
allotment.

IV. PAYMENT

1. Payment for the face amount of notes allotted hereunder must be made on
or before September 20, 1962, or on later allotment, and may be made only in a
like face amount of securities of the six issues enumerated in paragraph one of
section I hereof. In every case where payment is not so corpleted, the payment
with application up to 10 percent of the notes allotted shall, upon declaration
gﬁtade by the Secretary of the Treasury in his discretion, be forfeited to the United

ates. .

2. 8% percent certificates of indebtedness of Series A-1963.—Coupons dated
February 15, 1963, must be attached to the certificates when surrendered. Ac-
crued interest from August 15 to September 15, 1962 ($2.94837 per $1,000) plus
the payment ($5.00 per $1,000) due to the subscriber on account of the issue
price of the notes will be paid to subscribers following acceptance of the certificates.

3. 2% percent notes of Series A-1963.—Coupons dated February 15, 1963,
must be attached to the notes when surrendered. Accrued interest from August
15 to September 15, 1962 ($2.21128 per $1,000) plus the payment ($1.00 per
$1,000) due to the subscriber on account of the issue price of the new notes will
be paid to subscribers following acceptance of the notes.

4. 3Y percent notes of Series E-1963—Coupons dated February 15, 1963,
must be attached to the notes in bearer form when surrendered. Accrued in-
terest from August 15 to September 15, 1962 ($2.73777 per $1,000) plus the
payment ($4.00 per $1,000) due to the subscriber on account of the issue price
of the new notes will be paid to subscribers. Payments will be made in the case
of bearer notes following their acceptance and in the case of registered notes
following discharge of registration. In the case of registered notes, the payment
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will be made by check drawn in accordance with the assignments on the notes
surrendered, or by credit in any account maintained by a banking institution
with the Federal Reserve Bank of its district.

5. 3Y% percent certificates of indebtedness of Series B-1963.—Coupons dated -
November 15, 1962, and May 15, 1963, must be attached to the certificates when
surrendered. Accrued interest from May 15 to September 15, 1962 ($10.86277
per $1,000) plus the payment ($4.00 per $1,000) due to the subscriber on account
of the issue price of the notes will be paid to subscribers following acceptance of the
certificates.

6. 3Y% percent notes of Series D-1963.—Coupons dated November 15, 1962,
and May 15, 1963, must be attached to the notes in bearer form when surrendered.
Accrued interest from May 15 to September 15, 1962 .($10.86277 per $1,000) plus
the payment ($4.00 per $1,000) due to the subscriber on account of the issue price
of the new notes will be paid to subseribers. Payments will be made in the case of
bearer notes following their acceptance and in the case of registered notes following
discharge of registration. In the case of registered notes, the payment will be
made by check drawn in accordance with the assignments on the notes surrendered,
or by credit in any account maintained by a banking institution with the Federal
Reserve Bank of its district.

7. 4 percent notes of Sertes B—1963.—Coupons dated November 15, 1962, and
May 15, 1963, must be attached to the notes when surrendered. Accrued interest
from May 15 to September 15, 1962 ($13.36957 per $1,000) plus the payment
($10.00 per $1,000) due to the subscriber on account of the issue price of the new
notes will be paid to subscribers following acceptance of the notes.

V. ASSIGNMENT OF REGISTERED SECURITIES

1. After allotment Treasury notes of Series D-1963 and Series E-1963 in regis-
tered form tendered in payment for notes offered hereunder should be assigned by
the registered payees or assignees thereof, in accordance with the general regula-
tions 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 25, D.C. The securities must be delivered at the expense and
risk of the holder. If the new notes are desired registered in the same name as the
securities surrendered in exchange, the assignment should be to ‘“The Secretary
of the Treasury for exchange for 3% percent Treasury notes of Series A-1967";
if the new notes are desired registered in another name, the assignment should be
to “The Secretary of the Treasury for exchange for 3% percent Treasury notes of
Series A-1967 in the name of ______________ - if new notes in coupon form are
desired, the assignment should be to ‘“The Secretary of the Treasury for exchange
for 3% percent Treasury notes of Series A~1967 in coupon form to be delivered to
______________ ., Detached assignment forms may be used for the convenience
of subscribers. :

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.

Dovgras DiLLON,
Secretary of the Treasury.
DEPARTMENT CIRCULAR NO. 18-62. PUBLIC DEBT

TREASURY DEPARTMENT,
Washington, October 29, 1962.

I. OFFERING OF NOTES

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
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the United States for notes of the United States, designated 334 percent Treasury
notes of Series B-1965, in exchange for any of the following securities, singly or in
combinations aggregating $1,000 or multiples thereof:

3% percent Treasury notes of Series C-1962, maturing November 15, 1962;

314 percent Treasury notes of Series H-1962, maturing November 15, 1962;

2% percent Treasury bonds of 1959-62, maturing December 15, 1962; or

234 pg;cent Treasury bonds of 1960-65, called for redemption on December 15,
1962.

Interest will be adjusted in the case of the 2¥ percent Treasury bonds of 195962
and the 2% percent Treasury bonds of 1960-65 as set forth in section IV hereof.
Delivery of the new notes will be made on November 15, 1962. The amount of
the offering under this circular will be limited to the amount of eligible securities
tendered in exchange and accepted. The books will be open only on October 29
through October 31, 1962, for the receipt of subscriptions for this issue.

2. In addition to the offering under this circular, holders of the eligible securities
are offered the privilege of exchanging all or any part of such securities for 3% per-
cent Treasury certificates of indebtedness of Series D-1963, or 4 percent Treasury
bonds of 1972, which offerings are set forth in Department Circulars, Public
]I‘)ebt1 Series—Nos. 17-62 and 19-62, respectively, issued simultaneously with this
circular.

II. DESCRIPTION OF NOTES

1. The notes will be dated November 15, 1962, 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 November 15, 1965, 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 taxa-
tion 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 princi-
al 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.

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 25, D.C.
Banking 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 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
subscriptions will be allotted in full. Allotment notices will be sent out promptly
upon allotment. :

IV. PAYMENT

1. Payment for the face amount of notes allotted hereunder must be made on
the date shown in paragraphs 2, 3, and 4 below, and may be made only in securities
of the four issues enumerated in section I hereof, which will be accepted at par,
and should accompany the subscription.

2. 3% percent notes of Series C-1962 and 3% percent notes of Series H-1962.
Payment with maturing notes of Series C~1962 or Series H-1962 must be completed
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on or before November 15, 1962, or on later allotment. Coupons dated Novem-
ber 15, 1962, should be detached from notes in bearer form and cashed when due.
In the case of registered notes of Series H-1962, the final interest due on Novem-
ber 15, 1962, will be paid, following discharge of registration, by check drawn in
accordance with the assignments on the notes surrendered, or by credit in any
account maintained by a banking institution with the Federal Reserve Bank of
its district.

3. 214 percent bonds of 1959-62. Payment with bonds of 1959-62 must be
completed on or before November 15, 1962, or on later allotment. Coupons
dated December 15, 1962, must be attached to the bonds in bearer form when
surrendered. Accured interest from June 15, 1962, to November 15, 1962
($9.40574 per $1,000) will be paid to subscribers and the payments will be made in
the case of bearer bonds following their acceptance 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 accordance with the assignments on the
bonds surrendered, or by credit in any account maintained by a banking institution
with the Federal Reserve Bank of its district.

4. 234 percent bonds of 1960-65, called for redempiion on December 15, 1962.
Payment with the called bonds of 1960-65 must be completed on or before
November 15, 1962, or on later allotment, together with accrued interest from
November 15, 1962, "to December 15, 1962 ($2 90055 per $1,000), on the new notes
to be issued. Coupons dated December 15, 1962, should be detached from bonds in
bearer form and cashed when due. Coupons dated June 15, 1963, and all subsequent,
coupons, must be attached to the called bonds in bearer form when surrendered.
Final interest due December 15, 1962, on registered bonds will be paid on De-
cember 15,1962, following dlscharge of revls’oratlon by check drawn in accordance
with the ass1gnments on the bonds surrendered or bv credit in any account main-
tained by a banking institution with the Federal Reserve Bank of its district.
Delivery of the new notes will be made upon completion of payment therefor on
November 15, 1962.

V. ASSIGNMENT OF REGISTERED SECURITIES

1. Treasury notes of Series H-1962 and Treasury bonds of 1959-62 and 1960-65
in registered form tendered in payment for notes 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 trans-
fer 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 25, D.C. The securities
must be delivered at the expense and risk of the holder. If the new notes are
desired registered in the same name as the securities surrendered, the assignment
should be to “The Secretary of the Treasury for exchange for 3)2 percent Treas-
ury notes of Series B-1965""; if the new notes are desired reglstered in another

name, the assignment should be to “The Secretary of the Treasury for exchange
for 3}4 percent Treasury notes of Series B-1965 in the nameof ____.______.__
if new notes in coupon form are desired, the assignment should be to “The Secretary
of the Treasury for exchange for 314 percent Treasury notes of Series B-1965 m
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
notes allotted, to make dehvery of notes on full-paid subscnptlons 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.

Dovueras DiLLOR,
~Becretary of the Treasury.



Summary of information pertaining to Treasury notes issued during the fiscal year 1963

Department circular

Date of
prelim-
inary an-|

nounce

ment

Concurrent
exchange
offering
circular
number

Number | Date

Treasury notes offered for exchange

Allot-
ment
payment
Date sub-| date on

scription or
books before
closed (or on
later
allot-
ment)

Date of
issue

Date of
maturity

1962

| 1962
Sept. 5 15-62 | Sept. 10 16-62

Oct.25 |  18-62 | Oct. 29

17-62, 19-62

1963
Feb. 20

1963

4-63 | Feb. 21 5-63, 6-63

Apr. 24 9-63 | Apr. 25 8-63

334 percent Series A-1967 issued at prices indicated below in exchange for—
314 percent Series A-1963 certificates maturing Feb. 15, 1963 (99.50);
254 percent Series A-1963 notes maturing Feb. 15, 1963 (99.90);
314 percent Series E-1963 notes maturing Feb. 15, 1963 (99.60);
3Y4 percent Series B-1963 certificates maturing May 15, 1963 (99.60);
314 percent Series D-1963 notes maturing May 15, 1963 (99.60);
4 percent Series B-1963 notes maturing May 15, 1963 (99.00).

314 percent Series B-1965 issued at par in exchange for—.
334 percent Series C-1962 notes maturing Nov. 15, 1962;
3Y4 percent Series H-1962 notes maturing Nov. 15, 1962;
214 percent Treasury bonds of 1956-62 maturing Dec. 15, 1962;
234 percent Treasury bonds of 1960-65, called for redemption on Dec. 15, 1962.

354 percent Series B-1967 issued at prices indicated below in exchange for—.
315 percent Series C-1963 certificates maturing Aug. 15, 1963 (99.50);
214 percent Treasury bonds of 1963 maturing Aug. 15, 1963 (99.90);
314 percent Series D-1963 certificates maturing Nov. 15, 1963 (99.70);
3 percent Treasury bonds of 1964 maturing Feb. 15, 1964 (99.90).

3%% percent Series B-1966 (additional issue) issued at par in exchange for—..__....__...__ May 153
314 percent Series B-1963 certificates maturing May 15, 1963;
4 percent Series B-1963 notes maturing May 15, 1963;
31 percent Series D-1963 notes maturing May 15, 1963.

1967
Aug. 15

1962

1962 1962
Sept. 15 Sept. 12 |1 Sept. 20

1965

Nov. 15 | Nov. 15 | Oct. 31

*Nov.15

1963 1967 1963 1963
15 | Feb. 15 | Feb.28% |* Mar. 15

1962 1968

Feb. 15| May 1 |8May1s

1 See Department Circular No. 15-62, secs. III and IV, in this exhibit, for provisions
for subscription and payment.

2 See Department Circular No. 18-62, secs. I1I and IV, in this exhibit, for provisions
for subscription and payment.

3 In addition, subscriptions were accepted from individuals through Mar, 8, 1963.
For this purpose individuals were defined as natural persons in their own right.

4 Coupons dated Aug.15,1963, were required to be attached to the 314 percent certifi-
cates when surrendered. Accrued interest from Feb. 15 to Mar. 15, 1963, ($2.70718
per $1,000), plus the payment of $5.00 per $1,000 due to the subscriber on account of the
issue price of the notes was paid to subscribers. Coupons dated Aug. 15, 1962, were
required to be attached to the 214 percent bonds in bearer form when surrendered.
Accrued interest from Feb. 15 to Mar. 15, 1963, ($1.93370 per $1,000), plus the payment
of $1.00 per $1,000 due to the subscriber on account of the issue price of the notes was

paid to subscribers. Coupons dated May 15 and Nov. 15, 1963, were required to be
attached to the 314 percent certificates when surrendered. Accrued interest from
Nov. 15,1962, to Mar. 15, 1963 ($10.35912 per $1,000), plus the payment of $3.00 per $1,000
due to the subscriber on account of the issue price of the notes was paid to subscribers.
Coupons dated Aug. 15, 1963, and I'eb. 15, 1964, were required to be attached to the
3 percent bonds in bearer form when surrendered. Accrued interest from Feb. 15 to Mar.
15, 1963 ($2.32044 per $1,000), plus the payment of $1.00 per $1,000 due to the subscriber
on account of the issue price of the notes was paid to subscribers.

$ Interest payable from May 15, 1963.

8 Coupons dated May 15, 1963, were required to be detached from the matnring cer-
tificates and notes in bearer form and cashed when due. Acecrued interest from Feb.
15 to May 15, 1963, ($8.91229 per $1,000) on the new notes allotted was paid by subscrib-
ers.

SLIGTHXH
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Allotments of Treasury notes issued during the fiscal year 1963, by Federal Reserve districts
[In thousands]

Federal Reserve district

334 percent Series A-1967 Treasury notes issued in exchange for—!

3% percent
Series A-1963
certificates
maturing
Feb, 15, 1963 2

236 percent
Series A-1963
Treasury notes
maturing
Feb. 15, 1963 2

314 percent
Series E-1963
Treasury notes

maturing -
Feb, 15, 1963 2

314 percent
Series B-1963
certificates
maturing
May 15, 1963 2

314 percent
Series D-1963
Treasury notes
maturing
May 15, 1963 ¢

4 percent
Series B-1963
Treasury notes
maturing
May 15, 1963 2

Total issued

BostOn. e oo cccceeeee
New York....__.
Philadelphia. ...

Minneapolis...____
Kansas City-.._...
Dallas coeooo o
San Francisco-.... .
TreASUIY - - e e e e e csaec e ceeeas

Total note allotments. .. .. __._.._____._._.
Securities eligible for exchange:
Exchanged in concurrent offerings._________

Total exchanged..........
Not submitted for exchange. -

Total securities eligible for exchange......

$17, 541 $42, 667 $15,425 $4,216 $46, 701 $33, 368 $159, 918
463,833 487,609 329,872 55, 943 538,911 429,234 2, 305,402
12,538 22,964 27,984 4,224 53,065 33,804 154, 579
63,973 47,293 49,772 36, 532 169,411 79, 516 446,497

8, 519 34,726 47,326 , 404 34,299 15, 502 143,776
18,739 29,285 53,062 7,122 38,975 20, 744 167,927
90, 421 157,147 148,915 25,465 191, 087 191, 653 804, 688
25,284 35,902 32,332 5,024 34,736 37,279 170, 557
11, 630 14,235 32,367 11,448 24, 342 17,684 111, 706
20, 949 31,929 46,214 11,781 40, 665 24,983 176, 521
9,447 18,796 31,168 8,291 22,641 38,907 129,250
28,733 29, 756 277,572 7,192 100, 528 56, 688 500,469
777 258 1,452 243 5, 502 2,006 10,238
772,384 952, 567 1,093, 461 180, 885 1,300, 863 981, 368 5,281,528
370, 327 448,678 259,021 378,792 719, 740 401, 989 2, 578, 547
1,142,711 1,401,245 1,352,482 559, 677 2,020, 603 1,383,357 7,860,075
5,718,844 1,438,108 2,289, 982 6,126, 045 3,026,849 359, 683 18,959, 511
6, 861, 555 2,839,353 3, 642,464 6,685, 722 5,047,452 1,743,040 26, 819, 586

Footnotes at end of table.
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Allotments of Treasury notes issued during the fiscal year 1963, by Federal Reserve districts—Continued

[In thousands)
314 percent Scries B-1965 Treasury notes issued in exchange for—3
384 percent 3Y4 percent 214 percent 234 percent
Federal Reserve district Series C-1962 Series H-1962 Treasury bonds | Treasury bonds
Treasury notes | Treasury notes of 1959-62 of 1960-65 Total issued
maturing maturing mat called for

Nov. 15, 1962 ¢

Nov. 15, 1962 ¢

uring
Dec. 15, 1962 ¢

redemption on
Dec. 15, 1962 ¢

Philadelphia.
Cleveland. ..
Richmond. ..

Minneapolis_
Kansas City.
Dallas....__...

Treasury....

Total note allotments.
Securities eligible for exchange:
Exchanged in concurrent offerings. .. .

Total exchanged. e ccracceceeacceccema—ann
Not submitted for exchange_..._...___.._.

Total securities eligible for exchange..________

$33, 575 $57, 519 $18, 118 $44,875 $154, 087
208, 560 447,232 451,125 317,901 1,424,818
15,242 40, 204 14,239 34,315 , 000

48, 589 177,651 20, 511 71,338 318,089
24, 306 19,031 9,213 42, 618 95, 168

16, 866 38, 966 28,718 22, 459 107, 009

63, 440 187,892 165, 562 77,761 494, 655
12,744 46, 513 13,360 40, 487 113,104

19, 865 15,264 13,741 12, 056 60, 926

10, 949 36, 586 16, 682 13,073 77,290
9,715 28, 533 19,471 14, 869 72,588

20, 011 182, 862 35,823 13,418 252,114
100 , 897 1,041 7,622 11, 660

483, 962 1,281,150 807, 604 712,792 3,285, 608
567,161 4, 689,071 1,243, 086 699, 857 7,199,175
1,051, 123 5,970,221 2, 050, 690 1,412, 649 10, 484, 683
, 111, 574 218,785 72,734 494, 926
1,142, 956 6,081, 795 2,269,475 1, 485, 383 10, 979, 609

Footnotes at end of table.
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Allotments of Treasury notes issued during the fiscal year 1963, by Fedgral Reserve districts;Continued
[In thousands]}

Federal Reserve district

334 percent Series B-1967 Treasury notes issued in exchange for—3

356 percent Series B~1966 Treasury notes issued in
exchange for—3

316 percent | 214 percent | 314 percent 3 percent 314 percent 4 percent 3%4 percent
Series C-1963 | Treasury |Series D-1963| Treasuty Series B~1963 | Series B-1963 |Series D-1963
certificates | bondsof 1963 | certificates | bonds of 1964 Total certificates Treasury Treasury Total
maturing maturing maturing maturing issued maturing notes notes issued
Aug. 15, 19635 Aug. 15, 19635|Nov. 15,1963 5 Feb. 15, 1964 3 May 15, 1963 6] maturing maturing
May 15, 1963 §| May 15, 1963 6

BOSHON. - o oo $48, 155 $36, 499 $7,435 $16, 546 $108, 635 $15, 814 $39, 025 $20, 194 $75, 033

New York... R . 572,084 1,284,310 109, 581 ' 369, 969 2,335, 944 715, 635 271, 995 640, 697 1,628,327

Philadelphia. - - 16, 001 64, 622 2,794 16,183 99, 600 18,938 14,474 33,882 67,294

Cleveland.-._..____...._......_. . 47,343 55, 550 6,150 35,479 144, 522 38,312 47, 462 65, 943 151,717

Richmond....___._______.____. - 20, 318 44, 592 10,113 37, 966 112, 989 13,413 14, 071 23, 594 51,078

Atlanta. ... ... N 27,205 50, 650 6,923 54,709 139, 487 53, 227 21, 266 58,970 133,463

ChiCag0 - oo e . 92, 464 248, 540 43,988 129, 767 514, 759 220, 088 111, 280 165, 644 497,012

St. LowiSe oo aiooaoo R 6,970 74, 261 2,230 34,465 117,926 49, 603 25, 574 43,717 118, 894

Minneapolis. - oo _ooooooooo. R 5,592 35,024 2,470 30, 204 73,290 9,293 22, 557 27,146 58, 996

Kansas City._.cooooooaaooamaaaas R 14,907 51, 595 3,885 28,982 99, 369 18,157 21,105 34, 056 73,318

Dallas. - oo ieecacaeaan - 34, 986 34,773 2,901 33,612 106, 272 22,076 16, 556 46, 637 85, 269

San Franeiseo-. oo ___.._._____ - 69, 949 291, 764 3,407 55,785 420, 905 221,132 21,081 79, 660 321,873

DT@ASUT Y« oo oo e o oo ot emc e 4, 006 3,205 4,008 1,618 12, 837 38, 880 1,853 4,631 , 364

Total note allotments....__________.__ 959, 980 2,275,385 205, 885 845, 285 4, 286, 535 1, 399, 568 628, 299 1,244,771 3,272,638
Securities eligible for exchange:

Exchanged in concurrent offerings...____ 710, 819 580,972 95, 720 220, 338 1,607, 849 3, 768, 044 289, 148 1, 635, 968 5,693, 160

Total exchanged . ..o - 1,670, 799 2,856, 357 301, 605 1, 065, 623 5,804, 384 5,167,612 917, 447 2, 880, 739 8, 965, 798

Not submitted for exchange.........._._ 5,180, 635 1, 460, 709 4, 554, 059 1, 634, 301 12,829, 704 116, 865 265, 916 146,110 528, 891

Total securities eligible for exchange... 4, 317,066 4,855, 664 2, 699, 924 18, 724, 088 5,284,477 1,183,363 3, 026, 849 9,494, 689

6,851, 434

1 These exchanges were advance refundings. All subscriptions were allotted in full.
2 4 percent Treasury bonds of 1972 were also offered in exchange for this security.

3 Subscriptions were allotted in full.

4 314 percent Series D-1963 certificates of indebtedness and 4 percent Treasury bhonds
of 1972 were also offered in exchange for this security.

5 374 percent Treasury bonds of 1971 (additional issue) and 4 percent Treasury bonds
of 1980 (additional issue) were also offered in exchange for this security.
6 314 percent Series B-1964 certificates of indebtedness were also issued in exchange
for this security.'
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ExHIBIT 3.—Treasury bonds

Six Treasury circulars representative of the thirteen bond offerings during the
fiscal year 1963 are reproduced in this exhibit: a cash offering; an exchange offer-
ing for maturing issues; two exchange offerings (additional issues) for U.S. savings
bonds of Series F and G maturing during the calendar years 1963 and 1964; an
advance refunding exchange offering; and a cash offering of bonds sold through
competitive bidding. 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 allobments of the new bonds are shown in the second table. Also re-
produced in this exhibit are a public notice of invitation to bid and a supplemental
g}rg?}s release for an offering of bonds sold to a syndicate through competitive

idding.

DEPARTMENT CIRCULAR NO. 14-62. PUBLIC DEBT

TREASURY DEPARTMENT,
Washington, July 30, 1962.

1. 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
101 percent of their face value and accrued interest, from the people of the United
States for bonds of the United States, designated 4% percent Treasury bonds of
1987-92. The amount of the offering under this eircular is up to $750,000,000, or
thereabouts. In addition to the amount offered for public subscription, the
Secretary of the Treasury reserves the right to allot up to $50,000,000 of these
bonds to Government investment accounts. The following notes maturing
August 15, 1962, will be accepted at par in payment or exchange, in whole or in
part, for the bonds subscribed for, to the extent such subscriptions are allotted by
the Treasury:

4 percent Treasury notes of Series B-1962; or 3% percent Treasury notes of
Series G-1962,
'];lhe books will be open only on July 30, 1962, for the receipt of subseriptions for
this issue.

2. Deferred payment for bonds allotted hereunder may be made as provided in
section IV hereof by any of the following subscribers, who for this purpose are
defined as savings-type investors:

Pension and retirement funds—public and private

Endowment funds

Common trust funds under Regulation F of the Board of Governors of the
Federal Reserve System

Insurance companies

Mutual savings banks

Fraternal benefit associations and labor unions’ insurance funds

Savings and loan associations

Credit unions

Other savings organizations (not including commercial banks)

States, political subdivisions, or instrumentalities thereof, and public funds.

II, DESCRIPTION OF BONDS

1. The bonds will be dated August 15, 1962, and will bear interest from that
date at the rate of 4} percent per annum, payable semiannually on February 15
and August 15 in each year until the principal amount becomes payable. They
will mature August 15, 1992, but may be redeemed at the option of the United
States on and after August 15, 1987, in whole or in part, at par and accrued
interest, on any interest day or days, on 4 months’ notice of redemption given
in such manner as the Secretary of the Treasury shall prescribe. In case of partial
redemption the bonds to be redeemed will be determined by such method as may
be prescribed by the Secretary of the Treasury. From the date of redemption
designated in any such notice, interest on the bonds called for redemption shall
cease. -

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
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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
authonty

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 Sec-
retary 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 represent-
atives 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 re-
ceived 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; ? bonds received during the closed period for
payment at a date atter 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 1782,3 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 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 representatwe 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
madejwithin one year immediately prior to such submission. Upon payment of
the bonds appropriate memorandum receipt will be forwarded to the representa-
tives, 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 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 25, D.C.
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 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 10 percent of
the combined amount of time and savings deposits, including time certificates
of deposit, or 25 percent of the combined capital, surplus and undivided profits
of the subscribing bank, whichever is greater. Subscriptions will be received
without deposit from commercial and other banks for their own account, Federally-

! An exact half-year’s interest is computed for each full half-year period irrespective of the actual number of
daysinthe 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 Jan. 16 through Feb. 15, and from July 16 through Aug. 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 25, D.C.
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insured savings and loan associations, States, political subdivisions or instru-
mentalities thereof, public pension and retirement and other public funds, inter-
national organizations in which the United States holds membership, foreign
central banks and foreign States, dealers who make primary markets in Govern-~
ment securities and report daily to the Federal Reserve Bank of New York their
positions with respect to Government securities and borrowings thereon, Govern-
ment investment accounts, and the Federal Reserve Banks. Subscriptions
from all others must be accompanied by payment (in cash or in notes of the two
issues enumerated in section I hereof, which will be accepted at par) of 10 percent
of the amount of bonds applied for, not subject to withdrawal until after allot-
ment. Registered notes submitted as deposits should be assigned as provided
in section V hereof. Following allotment, any portion of the 10 percent payment
in excess of 10 percent of the amount of bonds allotted may be released upon
the request of the subscribers.

2. All subseribers 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 bonds
of this issue, until after midnight July 30, 1962.

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 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.

1V. PAYMENT

1. Payment at 101 percent of their face value and accrued interest for bonds
allotted hereunder must be made or completed on or before August 15, 1962, or
on later allotment, in cash or by exchange of notes of the two issues enumerated
in section I hereof, which will be accepted at par; provided, however, that where
a subseriber eligible to defer payment under section I hereof elects to defer pay-
ment for part of the bonds allotted, not less than 30 percent of the bonds allotted
must have been paid for by August 15, 1962, not less than 60 percent must have
been paid for by September 15, 1962, and full payment must be completed by
October 15, 1962. All payments made subsequent to August 15, 1962, must be
accompanied by accrued interest from that date, at the rate of $0.12 per $1,000
per day. In the event allotments are less than a rate-of 10 percent of the amount
subscribed for, the amount of the deposit in excess of the par amount of the bonds
allotted hereunder will be returned to the subscriber. Where partial payment
for bonds allotted is to be deferred beyond August 15, 1962, delivery of 5 percent
of the total par amount of bonds allotted, adjusted to the next higher $500, will
be withheld from all subscribers (except States, political subdivisions, or instru-
mentalities thereof, and public pension and retirement and other public funds)
until payment for the total amount allotted has been completed. In every case
where payment is not so completed the 5 percent so withheld shall, upon declara-
tion made by the Secretary of the Treasury in his discretion, be forfeited to the
United States. In all other cases where payment is not completed on or before
August 15, 1962, or on later allotment, the payment with application up to 10
percent of the amount of bonds allotted shall, upon declaration made by the Secre-
tary of the Treasury in his discretion, be forfeited to the United States. Any
qualified depositary will be permitted to make payment in its Treasury tax and
loan account for bonds allotted to it for itself and its customers which are paid
for in cash 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. Where
payment is made with bearer notes, coupons dated August 15, 1962, should be
detached and cashed when due by holders. In the case of registered notes, the
final interest due on August 15, 1962, will be paid by check drawn in accordance
with the assignments on the notes surrendered, or by credit in any account main-
tained by a banking institution with the Federal Reserve Bank of its distriet.

V. ASSIGNMENT OF REGISTERED NOTES

1. Treasury notes of Series G-1962 in registered form tendered as deposits and
in payment for bonds allotted hereunder should be assigned by the registered
payees or assignees thereof, in accordance with the general regulations of the
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Treasury Department, in one of the forms hereafter set forth. Notes tendered
in payment should be surrendered to a Federal Reserve Bank or branch or to the
Office of the Treasurer of the United States, Washington 25, D.C. The notes
must be delivered at the expense and risk of the holder. If the bonds are desired
registered in the same name as the notes surrendered, the assignment should be
to “The Secretary of the Treasury for 4)4 percent Treasury bonds of 1987-92";

if the bonds are desired registered in another name, the assignment should be to
“The Secretary of the Treasury for 4}, percent Treasury bonds of 1987-92 in the
nameof . _______________.___ ; if bonds in coupon form are desired, the assign-
ment should be to “The Secretary of the Treasury for 4% percent Treasury bonds
of 1987-92 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, pre-
seribe supplemental or amendatory rules and regulations governing the offering,
which will be communicated promptly to the Federal Reserve Banks.

DovueLas DiLLon,
Secretary of the Treasury.

DEPARTMENT CIRCULAR NO. 19-62. PUBLIC DEBT

TREASURY DEPARTMENT,
Washington, October 29, 1962.

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 4 percent Treasury
bonds of 1972, in exchange for any of the following securities, singly or in combina-
tions aggregating $500 or multiples thereof:

3% percent Treasury notes of Series C-1962, maturing November 15, 1962;
314 percent Treasury notes of Series H-1962, maturing November 15, 1962;
214 percent Treasury bonds of 1959-62, maturing December 15, 1962; or
2% E}’)er%%gt Treasury bonds of 1960-65, called for redemption on December
15, 1962.
Interest will be adjusted in the case of the 2! percent Treasury bonds of 1959-62
and the 2% percent Treasury bonds of 1960-65 as set forth in section IV hereof.
Delivery of the new bonds will be made on November 15, 1962. The amount
of the offering under this circular will be limited to the amount of eligible securities
tendered in exchange and accepted. The books will be open only on October
29 through October 31, 1962, for the receipt of subscriptions for this issue.

2. In addition to the offermg under this circular, holders of the eligible securities
are offered the privilege of exchanging all or any part of such securities for 3%
percent Treasury certificates of indebtedness of Series D-1963, or 3% percent
Treasury notes of Series B-1965, which offerings are set forth in Department
Circulars, Public Debt Series—Nos. 17-62 and 18-62, respectively, issued simul-
taneously with this circular.

II. DESCRIPTION OF BONDS

1. The bonds will be dated November 15, 1962, and will bear interest from
that date at the rate of 4 percent per annum, payable on a semiannual basis
on February 15 and August 15, 1963, and thereafter on February 15 and August
15 in each year until the principal amount becomes payable. They will. mature
February 15, 1972, 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, inherit-
ance, gift, or other excise taxes, whether Federal or State, but are exempt from



EXHIBITS _ 199

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 25, D.C.
Banking 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
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. notices will be sent out
promptly upon allotment.

1V. PAYMENT

1. Payment for the face amount of bonds allotted hereunder must be made on
the date shown in paragraphs 2, 3, and 4 below, and may be made only in securities
of the four issues enumerated in section I hereof, which will be accepted at par,
and should accompany the subseription.

2. 3% percent notes of Series C-1962 and 3% percent notes of Series H-1962.
Payment with maturing notes of Series C-1962 or Series H-1962 must be com-
pleted on or before November 15, 1962, or .on later allotment. Coupons dated
November 15, 1962, should be detached from notes in bearer form and cashed
when due. In the case of registered notes of Series H-~1962, the final interest
due on November 15, 1962, will be paid, following discharge of registration, by
check drawn in accordance with the assignments on the notes surrendered, or by
credit in any account maintained by a banking institution with the Federal Reserve
Bank of its district. .

3. 2Y% percent bonds of 1959-62. Payment with bonds of 1959-62 must be
completed on or before November 15, 1962, or on later allotment. Coupons
dated December 15, 1962, must be attached to the bonds in bearer form when
surrendered. Accrued interest from June 15, 1962, to November 15, 1962
($9.40574 per $1,000) will be paid to subsecribers and the payments will be made
in the case of bearer bonds following their acceptance 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 aecordance with the assignments on
the bonds surrendered, or by credit in any account maintained by a banking
institution with the Federal Reserve Bank of its district.

4. 2% percent bonds of 1960-65, called for redemption on December 15, 1962.
Payment with the called bonds of 1960-65 must be completed on or before Novem-
ber 15, 1962, or on later allotment, together with accrued interest from November
15, 1962, to December 15, 1962 ($3.26087 per $1,000) on the new bonds to be
issued. Coupons dated December 15, 1962, should be detached from bonds in
bearer form and cashed when due. Coupons dated June 15, 1963, and all sub-
sequent coupons, must be attached to the called bonds in bearer form when
surrendered. Final interest due December 15, 1962, on registered bonds will be
paid on December 15, 1962, following discharge of registration, by check drawn
in accordance with the assignments on the bonds surrendered, or by credit in
any account maintained by a banking institution with the Federal Reserve Bank
of its district. Delivery of the new bonds will be made upon completion of
payment therefor on November 15, 1962.

707-484—64——15
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V. ASSIGNMENT OF REGISTERED SECURITIES

1. Treasury notes of Series H-1962 and Treasury bonds of 1959-62 and 1960-65
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 with the subscription to a Federal Reserve Bank or branch or to the
Office of the Treasurer of the United States, Washington 25, D.C. The securities
must be delivered at the expense and risk of the holder. If the new bonds are
desired registered in the same name as the securities surrendered, the assignment
should be to “The Secretary of the Treasury for exchange for 4 percent Treasury
bonds of 1972”; if the new bonds are desired registered in another name, the
assignment should be to “The Secretary of the Treasury for exchange for 4 percent
Treasury bonds of 1972 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 4 percent Treasury bonds of 1972 in coupon form to
be delivered to .- . ________ 7.

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, pre-
scribe supplemental or amendatory rules and regulations governing the offering,
which will be communicated promptly to the Federal Reserve Banks.

Dovueras DiLron,
Secretary of the Treasury.

DEPARTMENT CIRCULAR NO. 20-62. PUBLIC DEBT

TREASURY DDEPARTMENT,
Washington, November 15, 1962,

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 99.50 percent of their
face value and accrued interest, for bonds of the United States, designated 3%
gercent Treasury bonds of 1971, in exchange for a like face amount of United

tates savings bonds of Series F and G maturing in the calendar years 1963 and
1964, which will be accepted at exchange values as provided in section IV hereof.
Holders of Series F and G bonds aggregating less than an even multiple of $500
maturity 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, 1962,
and an adjustment in favor of subscribers representing the discount from the
face value of the bonds will be made as provided 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 for the receipt of subscriptions for this issue from all classes of
subscribers from November 19 through November 26, 1962, and in addition,
subscriptions may be submitted by individuals through November 30, 1962. For
this purpose individuals are defined as natural persons in their own right. Delivery
of the new bonds will be made on December 17, 1962.

2. In addition to the offering under this circular, holders of the eligible Series
F and G bonds are offered the privilege of exchanging all or any part of such bonds
for 4 percent Treasury bonds of 1980 (additional issue) which offering is set forth
in Department Circular, Public Debt Series—No. 21-62, issued simultaneously
with this circular. ’ ‘
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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 1971 issued pursuant to Department Circu-
lar, Public Debt Series—No. 11-62, dated April 30, 1962, will be freely inter-
changeable 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, 1962. Subject to the provision for the accrual of interest from December
15, 1962, on the bonds now offered, the bonds are described in the following
quotation from Department Circular, Public Debt Series—No. 11-62:

1. The bonds will be dated May 15, 1962, and will bear interest from that
date at the rate of 3% percent per annum, payable semiannually on November
15, 1962, and thereafter on May 15 and November 15 in each year until the
principal amount becomes payable. They will mature November 15, 1971, 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 é)tates, 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
Department, 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 25, D.C.
Banking institutions generally, and paying agents eligible to process bonds under
Treasury Department Circular No. 888, Revised, may submit exchange subscrip-
tions 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 sub-
scriptions will be allotted in full. Allotment notices 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 17, 1962, 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, 1963, to April 1, 1964, 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, if any, to be collected from the
subscriber as set forth in tables I and II at the end of this circular. The Series
F and G bonds will be accepted in the exchange at amounts set forth thereunder
for their respective months of maturity. These exchange values are higher than
present 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 one percent per arinum more than would otherwise accrue
from December 15, 1962, to the maturity dates of their bonds, and will receive an
investment yield of approximately 3.94 percent on the 3% percent marketable
bonds received in exchange for the period from the maturity dates of their Series F
and G bonds to November 15, 1971. All subscribers will be charged the interest
from November 15, 1962, to December 15, 1962 ($0.32 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, which also show the net amounts to be col-
lected from or paid to subscribers for each $100 (face amount) of bonds accepted
in exchange.
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(a) Series F bonds.—The exchange values of Series F bonds, the differences
between such values and the offering price of the 3% percent bonds, the interest
which will acerue on the new bonds and the total amounts to be collected from
or paiil to holders of Series F bonds per $100 (face amount) are as set forth in
table I.

TaBLE I.—For Series F bonds

Charge or credit for Total araounts per $100
differences between (face amt.) of
$99.50 (offering price bonds accepted ! 3 Interest
per $100 of mnew | Interest accruing
bonds) and exchange | Nov. 15 to peér $100 on
Exchange values of F bonds Dec. 15, TO BE |new bonds
valuesof F 1962, to be | TO BE COL. from
F bonds bonds per charged on | PAID TO { LECTE Nov. 15,
maturing on the | $100 (face new bonds SUB- FROM 1962, to
first day of— amt.) . per $100 SCRIB- UB- maturity

)
(face amt.) ERS SCRIB- | dates of F
Charge Credit |of F bonds | (COLS. 3 ERS bonds in
- minus 4) 2 [ (COLS. 2 |1963 or 1964
plus 4
minus 3)

COL. 1 COL. 2 COL. 3 COL. 4 COL. 5 COL. 6 COL. 7

1968
January......_.._ $0. 50
February 0.83
March 113
April__. 1.47
May. 1.79
June. 2.12
July.._. 2.43
August.... 2.76
September. 3.09
October.... 3.40
November. 3.73
December........ 4.05
1964
4.38
4.71
5.01
5.34

1 In 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 $99.82 ($99.50 issue price plus $0.32 accrued interest).

2 The net amount to be paid to subscribers will be paid following acceptance of the bonds by the agency
through which the exchange is made.

3 Including $0.32 per $100 paid by subscriber as accrued interest from Nov. 15, 1962, to Dec. 15, 1962
(COL. 4). This data isincluded for information only.

(b) Series G Bonds.—The exchange values of Series G bonds, the differences
between such values and the offering price of the 3% percent bonds, the accrued
interest to be credited on the Series 8 bonds, the interest which will acerue on
the new bonds and the total amounts to be collected from or paid to holders of
Series G bonds per $100 (face amount) are as set forth in 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 endorsement 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 other-
wise recording on the back thereof, or by changing the existing request for pay-
ment form to conform to one of the two following forms:
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(a) Iam the owner of this bond and hereby request exchange for 3%% Treasury
bonds of 1971 in bearer form to be delivered to (insert name and address of person
to whom delivery is to be made).

(b) I am the owner of this bond and hereby request exchange for 3%% Treasury
bonds of 1971 registered in the name of (insert exact registration desired—see
section V hereof).

TAﬁLE II.—For Series G bonds

Charge or credit Total amounts per $100
for differences (face amt,) of G
between $99.50 ’ bonds accepted ! 3 Interest
(offering price Interest aceruing
per $100 of new | Interest | Nov. 15 to per $100 on
Exchange| bonds) and to be Dec, 15, TO BE | new bonds
values of | exchange values | credited | 1962,tobe | TO BE COL- from
G bonds G bonds of G bonds on G |charged on | PAID TO | LECTED | Nov. 15,
maturing on the | per $100 bonds | new bonds SUB- FROM 1962, to
first day of— (face per $100 | per $100 SCRIB- SUB- maturity
amt.) (tace (face amt.) ERS SCRIB- | dates of G
amt.}) |of G bonds| (COLS.3 ERS bonds in
Charge | Credit plus 4 (COLS. 2 1963 or
minuvs 2 plus 5 1964
and 5) ¢ minus 3
and 4)

COL.1 |COL.2{COL.3| COL.4| COL.5 COL. 6 COL.7 COL.8

$99.98 _______. $0.48 $1.15 $0. 50

99.94 (L_______ 0.44 0.94 0.83

99.90 {._.____. 0. 40 0.73 1.13

99,87 [-ccocaac 0.37 0.52 1.47

99.83 | .. 0.33 0.31 1.79

99.80 f._..____ 0.30 0.10 2.12

99.77 |cccmaeao 0.27 [Q) 2.43

August.__.___... 99.78 ooacen-e 0.23 0.94 2.76
September._ 99.69 (________ 0.19 0.73 3.09
October. .. 99.65 {...._... 0.15 0.52 3.40
November. 99.62 [oacoooo- 0.12 0.31 3.73
December..__... 99.59 |..._.._. 0.09 0.10 4,05

1964

January. ........ 99.56 |...... 0.06 *) 4.38
February 99.52 |omooeoon 0.02 0.94 4.71
March... 99,49 0.73 5.01
April____.___. . 99. 45 0.52 5.34

1 In addition, for each $100, or multiple thereof, between the face amount of Series G bonds submitted
and the face amount of honds subscribed (to next higher multiple of $500) the subscriber must pay $99.82
($99.50 issue price plus $0.32 accrued interest).

2 The net amount to be paid to snbscribers will be paid following acceptance of the bonds by the agency
through which the exchange is made.

3 Including $0.32 per $100, paid by subsecriber as accrued interest from Nov. 15, 1962, to Dec. 15, 1962 (COL.,
5). This data is included for information only.

4 Interest will be paid to Jan. 1, 1963, on bonds maturing July 1, 1963, and Jan. 1, 1964, in regular course on
Jan, 1, 1963, by checks mailed by the Treasury Department. As these checks will include unearned
interest for the period from Dec, 15, 1962, to Jan, 1, 1963, each subscriber who tenders these bonds will be
required to make an interest refund of $0.10 per $100 (face amount). The above amounts of $0.15 and $0.36
in COL, 7 include such refunds.

V. REGISTRATION OF BONDS

1. Treasury bonds may be registered only as authorized in Treasury Department
Circular No. 300, 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 Treasury bonds are not redeem-
able 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, Washington 25,
D.C., or from banking institutions generally. .
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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 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 oﬁermg,
which will be communicated promptly to the Federal Reserve Banks.

Dovugras DiLLon,
Secretary of the Treasury.

DEPARTMENT CIRCULAR NO. 21-62. PUBLIC DEBT

TREASURY DEPARTMENT,
Washington, November 15, 1962. -

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 99.50 percent of their
face value and accrued interest, for bonds of the United States, designated 4
percent Treasury bonds of 1980, in exchange for a like face amount of United
States savings bonds of Series F and G maturing in the calendar years 1963 and
1964, which will be accepted at exchange values as provided in section IV hereof,
Holders of Series F and G bonds aggregating less than an even multiple of $500
maturity 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, 1962,
and an adjustment in favor of subsecribers representing the discount from the
face value of the bonds will be made as provided in section IV hereof. Theamount
of the offering under this circular will be limited to the amount of securities, to-
gether with cash adjustments, tendered in exchange and accepted. The books
will be open for the receipt of subscriptions for this issue from all classes of sub-
seribers from November 19 through November 26, 1962, and in addition, subserip-
tions may be submitted by individuals through November 30, 1962. For this
purpose individuals are defined as natural persons in their own right. Delivery
of the new bonds will be made on December 17, 1962.

2. In addition to the offering under this circular, holders of the eligible Series
Fand G bonds are offered the privilege of exchangmg all or any part of such bonds
for 3% percent Treasury bonds of 1971 (additional issue) which offering is set
forth in Department Circular, Public Debt Series—No. 20-62, issued simul-
taneously with this circular.

II. DESCRIPTION OF BONDS

1. The bonds now offered will be an addition to and will form a part of the
series of 4 percent Treasury bonds of 1980 issued pursuant to Department Cir-
culars No. 1020 and Public Debt Series—No. 5~62, dated January 12, 1959, and
February 19, 1962, respectively, 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 acerue from December 15, 1962. Subject to the provision
for the accrual of interest from December 15, 1962, on the bonds now offered,
11;\1I1e k1>8121(c)1s are described in the following quotation from Department Circular

o. :
~ “1. The bonds will be dated January 23, 1959, and will bear interest from that
date at the rate of 4 percent per annum, payable on a semiannual basis on Au-
gust 15, 1959, and thereafter on February 15 and August 15 in each year until the
pr1nc1pal amount becomes payable. They will mature February 15, 1980, and
will not be subject to call for redemption prior to maturity.

“2. The income derived from the bonds is subject to all taxes 1mposed under
the Internal Revenue Code of 1954. The bonds are subject to estate, inheritance,
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gift, or other excise taxes, whether Federal or State, but are exempt from all
taxation now or hereafter 1mposed 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. Provisions 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 prescrlbed 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 represen-
tatives 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 elntu'e
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 trans-
fer 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;? 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 representa-
tives’ letters of appointment issued by the court. The certificate, or the certi-
fication 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. Upon 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 25, D.C.
Banking 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 notices will be sent out
promptly upon allotment.

1 An exact hali-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 Th]f transfer books are closed from Jan. 16 to Feb. 15, and from July 16 to Aug. 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 De-
partment, Washington 25, D.C
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IV. PAYMENT

1. Payment for the face amount of bonds allotted hereunder must be made on or
before December 17, 1962, 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, 1963, to April 1, 1964, 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, if any, to be collected from the sub-

scriber as set forth in tables I and IT at the end of this circular.

The Series F and

G bonds will be accepted in the exchange at amounts set forth thereunder for
their respective months of maturity. These exchange values are higher than pres-
ent 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 one percent per annum more than would otherwise accrue
from December 15, 1962, to the maturity dates of their bonds, and will receive an
investment yield of approximately 4.04 percent on the 4 percent marketable bonds
received in exchange for the period from the maturity dates of their Series F and
G bonds to February 15, 1980. All subscribers will be charged the interest from
August 15, 1962, to December 15, 1962 ($1,33 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, which also show the net amounts to be collected from or
paid to subscribers for each $100 (face amount) of bonds acecepted in exchange.

(a) Series I 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 accrue on the new bonds and the total amounts to be collected from
holders of Series I bonds per $100 (face amount) are as set forth in table I.

TaBLE I.—For Series F bonds

1 Total
amounts per
$100 (face
Charge or credit for differ- Interest amt.) of F 2 Interest

Exchange ences between $99.50 | Aug. 15 to bonds accruing per
- F bonds maturing| valuesof ¥ (offering price per $100 | Dec.15,1962,| accepted $100 on new

on the first day bonds per of new bhonds) and ex- |tobecharged bonds from
of— $100 (face change values of F bonds on new TO BE Aug. 15, 1962,

amt.) bonds per | COLLECT- | to maturity

$100 (face | ED FROM | datesof F
amt.) of F SUB- bonds in 1963
bonds SCRIBERS or 1964
(COLS. 2
plus 4 minus
Charge Credit 3)
COL. 1 COL. 2 COL. 3 COL. 4 COL. 5 COL. 6

$1.33 $0. 95 $1.51
1.33 1.19 1.85
1.33 1.43 2.15
1.33 1.67 2.50
1.33 1.01 2.83
1.33 2.15 3.17
1.33 2.39 3.50
1.33 2.63 3.85
1.33 2.87 4.18
1.33 31 4.51
1.33 3.35 4.85
1.33 3.59 5.17
97.00 1.33 3.83 5. 51
96. 76 1.33 4.07 5.85
96. 52 1.33 4.31 6.16
96.28 1.33 4. 55 6. 51

1 In addition, for each $100. or multiple or fraction thereof, between the face amount of Series F bonds sub-
mitted and the face amount of bonds subscribed (to next higher multiple of $500) the subscriber must pay

$100.83 ($99.50 issue price plus $1.33 accrued interest).

3 Including $1.33 per $100 paid by subscriber as accrued interest from Aug. 15, 1962, to Dec. 15, 1962 (COL.

4). These data are included for information only.

.
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(b) Series @ 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 accrue on
the new bonds and the total amounts to be collected from or paid to holders of
Series G bonds per $100 (face amount) are as set forth in table II.

TaBLE II.—For Series G Bonds

Charge or credit Total amounts per $100
for differences (face amt.) of G
between $99.50 bonds accepted !
(offering price Interest 3 Interest
per $100 of new Aug. 15 to ' accruing
Exchange bonds) and | Interest | Dec. 15, TO BE | per $100 on

values of [exchange values | to be | 1962,to be | TO BE COL- new bonds
G bonds matur-| G bonds of G bonds credited charged on | PAID TO | LECTED | from Aug.

ing on the first | per $100 on G | new bonds SUB- FROM |15, 1952, to
day of— (face bonds per| per $100 SCRIB- SUB- maturity
amt.) $100 (face | (face amt.) ERS SCRIB- | dates of G
amt.) {of Gbonds| (COLS. 3 ERS bonds in
Charge | Credit plus4 | (COLS. 2 | 1963 or 1964
minus 2 plus 5 .
and 5) 2 minus 3
and 4)

COL.1 |COL, 2(COL, 3] COL. 4. COL.5 COL. 6 COL.7 [ COL.8

$1.15 $1.33 $0.30 |eccecaccanas $1.51
0.94 1.33 0.05 |ocomecaenan 1.85
0.73 bR 3 PO, $0.20 2.15
0.52 1.33 |- 0.44 2.50
0.31 1.33 |- 0.69 2.83
0.10 1.33 |- 0.93 3.17
O] 133 |- 1.16 3.50
August. 0.94 1.33 |. 0.16 3.85
September._.._. 0.73 1,33 |. 0.41 4,18
October.__. 0. 52 1.33 1. 0. 66 4.51
November.._.._. 0.31 1.33 |. 0.90 4.85
December. 0.10 IR % I I 1.14 5.17
1964 .
Januaty._.__.._. 99.56 [ccecvean 0.06 ® 1.37 5.51
February, 99.52 |ocecmee- 0.02 0.94 0.37 5.8
March__. 99.49 | $0.01 [_._.___ 0.73 0.61 6.16
April oo 99.45 0.05 {ocemmes 0.52 0.86 " 6. 51

1 In addition, for each $100, or multiple thereof, between the face amount of Series G bonds submitted and
the face amount of bonds subscribed (to next higher multiple of $500) the subscriber must pay $100.83 ($99.50
issue price plus $1.33 accrued interest).

2 The net amount to be paid to subscribers will be paid following acceptance of the bonds by the agency
through which the exchange is made.

3 Including $1.33 per $100 paid by subscriber as accrued interest from Aug. 15, 1962, to Dec. 15, 1962 (COL. 5).
These data are included for information only.

¢ Interest wiil be paid to Jan. 1, 1963, on bonds maturing July 1, 1963, and Jan, 1, 1964, in regular course on
Jan. 1, 1963, by checks mailed by the Treasury Department. As these checks will include unearned interest
for the period from Dec. 15, 1962, to Jan. 1, 1963, each subscriber who tenders these bonds will be required to
m?,ke daén interest refund of $0 10 per $100 (face amount) The abhove amounts of $1.16 and $1.37 include such
refun:

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 1o 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, Whon S0
notified by the Federal Reserve Bank of its district.

3. Series ¥ 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 endorsement 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) I am the owner of this bond and hereby request exchange for 4% Treasury
bonds of 1980 in bearer form to be delivered to (insert name and address of person
to whom delivery is to be made).

(b) I am the owner of this bond and hereby request exchange for 4% Treasury
bonds of 1980 registered in the name of (insert exact registration desired—see
section V hereof).

V. REGISTRATION OF BONDS

1. Treasury bonds may be registered only as authorized in Treasury Depart-
ment Circular No: 300, 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 Treasury bonds are not redeem-
able 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, Washington 25,
D.C., or from ba,nkmg 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, pre-
scribe supplemental or amendatory rules and regulations governing the offering, -
which will be communicated promptly to the Federal Reserve Banks.

Dovucras Divrion,
Secretary of the Treasury.

PRESS RELEASE OF DECEMBER 20, 1962

Treasury Secretary Douglas Dillon today issued a public notice of invitation
for bids on $250,000,000 of Treasury bonds of 1988-93. This will be the first sale
of Treasury bonds to an underwriter on the basis of competitive bidding for re-
offering to the public. The Treasury announced last September its intention
to test this new technique.

Bids for the bonds will be received at the Federal Reserve Bank of New York
not later than 11:00 a.m., eastern standard time, on Tuesday, January 8, 1963. -
The successful bidder will be required to make a bona fide ~eoffering of all of the
bonds to the investing public.

The bonds will mature on February 15, 1993, but may be called for payment
on February 15, 1988, or any interest payment date thereafter. The bonds will
be dated January 17, 1963, Interest will be payable on February 15 and August
15 of each year until the bonds mature or are called. The first interest coupon,
payable August 15, 1963, will cover interest accrued between January 17, 1963,
and August 15, 1963.

A supplemental notice, to be published on January 2, 1963, will set forth
provisions relating to the coupon rate or rates of interest upon which bids will be
received. Bidders must file a Notice of Intent to Bid at the Federal Reserve Bank
cl)g 61:\‘}Tew York not later than 12:00 noon, eastern standard time, on January 4,

Payment for the bonds must be made in immediately available funds not later
than 11:00 a.m., eastern standard time, on January 17, 1963

The public notice of invitation to bid is attached.
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Public notice of invitation to bid on Treasury bonds of 1988-93

TREASURY DEPARTMENT,
Washington, December 20, 1962.

The Secretary of the Treasury, by this notice and under the terms and condi-
tions prescribed in Treasury Department Circular, Public Debt Series No. 22—
62, invites bids for an issue of bonds of the United States, designated as Treasury
Bonds of 1988-93. The principal amount of the issue hereunder will be $250,000,-
000. These bonds will be offered only as a single block on a competitive bid
basis.

I. Description of bonds

The bonds will be dated January 17, 1963, and will bear interest from that
date payable on a semiannual basis on August .15, 1963, and thereafter on Feb-
ruary 15 and August 15 in each year until the principal amount becomes pay-
able. They will mature February 15, 1993, but may be redeemed at the option
of the United States on and after February 15, 1988, at par and accrued interest,
on any interest day, on four months’ notice of redemption given in such manner
as the Secretary of the Treasury shall prescribe. From the date of redemption
designated in any such notice, interest on the bonds called for redemption shall
cease.

If the bonds are owned by a decedent at the time of his death and thereupon
constitute a part of his estate, they will be redeemed at par and accrued interest
at the option of the representative of the estate, provided the Secretary of the
Treasury is authorized by the decedent’s estate to apply the entire proceeds of
redemption to payment of the Federal estate taxes on such decedent’s estate.

II. Notice of intent

Any individual, organization, syndicate, or other group intending to submit
a bid must file written notice of such intent with the Federal Reserve Bank of
New York on Form PD 3555 by 12:00 noon, eastern standard time, on January 4,
1963. Notices which are received postmarked to show they were mailed prior
to that time will be treated as having been timely filed. Forms and envelopes
therefor may be obtained from any Federal Reserve Bank or branch or from the
Bureau of the Public Debt, Treasury Department, Washington 25, D.C. The
filing of such notice will not constitute a commitment to bid.

III. Submission of bids

Only bids submitted in accordance with the provisions of this invitation, or
any supplement or amendment hereto, and of Treasury Department Circular,
Public Debt Series No. 22-62, by bidders who have filed notice of their intent
to bid as required by sec. IT hereof will be considered. Each bid must be sub-
mitted in duplicate on Form PD 3556, enclosed and sealed in an envelope which
will be furnished with the form, and must be received in the Northwest Conference
Room of the Federal Reserve Bank of New York not later than 11: 00 a.m., eastern
standard time, on January 8, 1963. Forms and envelopes may be obtained from
any Federal Reserve Bank or branch, or from the Bureau of the Public Debt,
Treasury Department, Washington 25, D.C.

A bid submitted by a syndicate must be supplemented by a list of its members
which must specify the amount of each member’s underwriting participation.
This supplement must be filed by the representative on Form PD 3557 not later
than 12:00 noon on January 8, 1963, at the place designated for receipt of bids. -

Each bidder may submit only one bid which must be for the purchase of all
of the bonds described in this invitation. The price to be paid to the United
States by the bidder must be expressed as a percentage of the principal amount
of the bonds in not to exceed five decimals, e.g., 100.01038 percent. Provisions
relating to the coupon rate of interest will be set forth in a supplemental notice
hereto on January 2, 1963.

Each bid must be accompanied by a payment to the Federal Reserve Bank of
New York, as fiscal agent of the United States, of an amount equal to 3 percent of
the principal amount of the bonds in immediately available funds.

IV. Bids—opening—acceptance

Bids will be opened in the Northwest Conference Room of the Federal Reserve
Bank of New York at 11:00 a.m., eastern standard time, on January 8, 1963, and
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the accepted bid will be announced publiely not later than 2:00 p.m., eastern
standard time, on that date. The bids and the names of the bidders will be con-
sidered as matters of public record, including, in the case of a syndicate, the names
of the members and the amount of each member’s underwriting participation.

The bid to be accepted will be the one resulting in the lowest basis cost of
money computed from the date of the bonds to the date of maturity determined
in accordance with the terms of this invitation, or any supplement or amendment
hereto, and the provisions of Treasury Department Circular, Public Debt Series
No. 22-62. It shall be a condition of each bid that, if accepted by the Secretary
of the Treasury, the bidder shall make a bona fide reoffering of all of the bonds
to the investing public.

When the successful bidder has been announced, his deposit will be retained
as security for the performance of his obligation and will be applied toward pay-
ment of the bonds. Thereafter, the deposits of all other bidders will be returned
immediately. No interest will be allowed on any of the deposits. In the event
that the supplemental notice does not specify a single coupon rate of interest and
bids based on different coupon rates of interest result in identical basis costs of
money computed to maturity, the Secretary of the Treasury will accept the bid
resulting in the lowest interest cost to the first call date. Otherwise, if identical
bids are submitted, the Secretary of the Treasury, in his discretion, shall determine
the bid to be accepted by lot in a manner prescribed by him, unless he proposes
and those who submitted the identical bids agree on.a division of the bonds. In
the event of a division of the bonds, the bids of the successful bidders will ‘be
amended accordingly, their deposits will be apportioned and the remainder
refunded immediately.

The Secretary of the Treasury, or his representative, will accept the successful
bid by signing the duplicate copy of the bid form and delivering it to the bidder,
or his representative.

" The Sgcretary of the Treasury, in his discretion, reserves the right to reject any
or all bids. '

V. Payment for and delivery of bonds

Payment for the bonds must be made in immediately available funds and must
be completed by the successful bidder not later than 11:00 a.m., eastern standard
time, on January 17, 1963, at the Federal Reserve Bank of New York.

If the bidder desires any registered bonds to be shipped on the payment date,
he must notify the Federal Reserve Bank of New York and furnish the necessary
registration information within two days after the award. All other bonds will
be delivered in bearer form and will be available on the payment date at Federal
Reserve Banks and branches. Shipment of the bonds will be made on the pay-
ment date, at the risk and expense of the United States, to any place or places in
the United States designated by the bidder. If necessary, the Treasury will issue
interim receipts for the bonds on the payment date.

Dovugeras DinLon,
Secretary of the Treasury.

PRESS RELEASE OF JANUARY 2, 1963

Acting Treasury Secretary Henry H. Fowler today announced that bidders
will be offered the option of bidding upon either a 4 percent or 4% percent coupon
rate for the $250,000,000 Treasury bonds of 1988-93, the first to be sold to under-
writers under competitive bidding. Each bidder may submit only one bid which
must specify one of these two coupon rates. The successful bidder will be re-
quired to make a bona fide reoffering of all the bonds to the investing public.

As previously announced, bidders must file a Notice of Intent to Bid at the
Federal Reserve Bank of New York not later than 12:00 noon, eastern standard
time, on January 4, 1963. Final bids must be received at the same place not
later than 11:00 a.m., eastern standard time, on Tuesday, January &, 1963.

The bonds will mature on February 15, 1993, but may be called for payment on
February 15, 1988, or any interest payment date thereafter. The bonds will be
dated January 17, 1963. Interest will be payable on February 15 and August 15
of each year until the bonds mature or are called. The first interest coupon, pay-
able August 15, 1963, will cover interest accrued between January 17, 1963, and
August 15, 1963.

Payment for the bonds must be made in immediately available funds not later
‘than 11:00 a.m., eastern standard time, on January 17 ,1963.
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DEPARTMENT CIRCULAR NO. 6-63. PUBLIC DEBT

TREASURY DEPARTMENT,
Washington, February 21, 1968.

I. OFFERING OF BONDS

1. The Secretary of the Treasury, pursuant to the authority of the Second
Liberty Bond Act, as amended, invites subscriptions from the people of the
Ufmtgeg% States for bonds of the United States, designated 4 percent Treasury bonds
of 1 :

(1) at 99.10 percent of their face value in exchange for 3% percent Treasury
certificates of indebtedness of Series C-1963, dated August 15, 1962, due
August 15, 1963;

(2) at 99.50 percent of their face value in exchange for 2% percent Treasury
bonds of 1963, dated December 15, 1954, due August 15, 1963;

(3) at 99.30 percent of their face value in exchange for 3% percent Tremury
certificates of indebtedness of Series D—1963 dated November 15, 1962,
due November 15, 1963;

(4) at 99.50 percent of their face value in exchange for 3 percent Treasury
bonds of 1964, dated February 14, 1958. due February 15, 1964;

(5) at 99.00 percent of their face value in exchange for 3% percent Treasury
ngiéeSS of Series B-1965, dated November 15, 1962, due November 15,
1

(6) at 98.80 percent of their face value in exchange for 3% percent Treasury
notes of Series B-1966, dated May 15, 1962, due February 15, 1966;

(7) at 100.50 percent of their face value in exchange for 3 percent Treasury
bonds of 1966, dated February 28, 1958, due August 15, 1966; or

(8) at 99.60 percent of their face value in exchange for 3% percent Treasury
bonds of 1966, dated March 15, 1961, due November 15, 1966.

Interest adjustments as of March 15, 1963 and the cash payments due to or from
the subscriber on account of the issue prices of the new bonds will be made as set
forth in section IV hereof. The amount of the offering under this circular will be
limited to the amount of eligible securities tendered in exchange and accepted.
The books will be open for the receipt of subsecriptions for this issue from all
classes of subscribers from February 25 through February 28, 1963, and, in addi-
tion, subscriptions may be submitted by individuals through March 8, 1963.
For this purpose individuals are defined as natural persons in their own right.

2. In addition to the offering under this circular,

(a) holders of the first four issues of securities enumerated in paragraph 1 are
offered the privilege of exchanging all or any part of such securities for 3%
percent Treasury notes of Series B-1967, or 3% percent Treasury bonds
of 1971 (additional issue), which offermgs are set forth in Department
Circulars, Public Debt Series—Nos. 4-63 and 5-63, respectively, and

(b) holders of the last four issues’of securities enumerated in paragraph 1 are
offered the privilege of exchanging all or any part of such securities for 3%
percent Treasury bonds of 1974 (additional issue), which offering is set
forth in Department Circular, Public Debt Series—No. 7-63.

These three circulars are being issued simultaneously with this circular.

3. Nonrecognilion 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 Treas-
ury hereby declares that no gain or loss shall be recognized for Federal income tax
purposes upon the exchange with the United States of the eligible securities
enumerated in paragraph one of this section solely for the 4 percent Treasury
bonds of 1980. Section 1031(b) of the Code, however, requires recognition- of
any gain realized on the exchange to the extent that money is received by the
security holder in connection with the exchange. To the extent not recognized
at the time of the exchange, gain or loss, if any, upon the obligations surrendered
in exchange will be taken mto 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 4 percent Treasury bonds of 1980 issued pursuant to Department Cir-
culars No. 1020, and Public Debt Series—Nos. 5-62 and 21-62, dated January
12, 1959, February 19, 1962, and November 15, 1962, respectlvely, will be freely
interchangeable therewith, and are identical in all respects therewith except that
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interest on the bonds to be issued under this circular will acerue from March 15,
1963. Subject to the provision for the accrual of interest from March 15, 1963,
on the bonds now offered, the bonds are described in the following quotation
from Department Circular No. 1020: ,

“1. The bonds will be dated January 23, 1959, and will bear interest from that
date at the rate of 4 percent per annum, payable on a semiannual basis on August
15, 1959, and thereafter on February 15 and August 15 in each year until the
principal amount becomes payable. They will mature February 15, 1980, 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

rincipal and interest, will be issued in denominations of $500, $1,000, $5,000,
510,000, $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-
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 __________. ”  Qwing 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; ? 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 representa-
tives’ letters of appointment issued by the court. The certificate, or the certifica- -
tion 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 lefters 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
l}){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.”

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. Tor a fractional part of any half year, computation is on the basis of the actual
number of days in such half year. .
mﬂ Th}f transfer books are closed from Jan. 16 to Feb. 15, and from July 16 to Aug. 15 (both dates inclusive)

each year,

3 Copies of Form PD 1782 may be obtained from any Federal Reserve Bank or from the Treasury De-
partment, Washington 25, D.C.
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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 25, D.C.
Banking 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. All subscribers requesting registered bonds will be required to furnish ap- -
propriate identifying numbers as required on tax returns and other documents
submitted to the Internal Revenue Service, i.e., an individual’s social security
number or an employer identification number.

3. 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 notices 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 March 15, 1963, or on later allotment, and may be made only in
a like face amount of securities of the eight issues enumerated in paragraph 1
of section I hereof, which should accompany the subscription. Payment will
not be deemed to have been completed where registered bonds are requested if
the appropriate identifying number, as required by paragraph 2 of section IIT
hereof, has not been furnished; provided, however, if a subscriber has applied
for but is unable to furnish the identifying number by the payment date only
because it has not been issued, he may elect to receive, pending the furnishing
of the identifying number, interim receipts and in this case payment will be
deemed to have been completed.

2. 8% .percent certificates of indebtedness of Series C—1963.—Coupons dated
August 15, 1963, must be attached to the certificates when surrendered. Accrued
interest from February 15 to March 15, 1963 ($2.70718 per $1,000) on the cer-
tificates plus the payment (39.00 per $1,000) due to the subscriber on account
of the issue price of the bonds will be credited, accrued interest from February
15 to March 15, 1963 ($3.09392 per $1,000) on the bonds to be issued will be
charged, and the difference ($8.61326 per $1,000) will be paid to subscribers
following acceptance of the certificates.

3. 2% percent bonds of 1963.—Coupons dated August 15, 1963, must be attached
to the bonds in bearer form when surrendered. Accrued interest from February
15 to March 15, 1963 ($1.93370 per $1,000) on the 24 percent bonds plus the pay-
ment ($5.00 per $1,000) due to the subscriber on account of the issue price of the
new bonds will be credited, accrued interest from February 15 to March 15,
1963 ($3.09392 per $1,000) on the bonds to be issued will be charged, and the
difference ($3.83978 per $1,000) will be paid to subscribers. Payments will be
made in the case of bearer bonds following their acceptance 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 accordance with the assign-
ments on the bonds surrendered, or by credit in any account maintained by a
banking institution with the Federal Reserve Bank of its district. )

4. 3% percent certificates of indebledness of Series D—1963.—Coupons dated
May 15 and November 15, 1963, must be attached to the certificates when sur-
rendered. Accrued interest from November 15, 1962, to March 15, 1963 ($10.35912
per $1,000) on the certificates plus the payment ($7.00 per $1,000) due to the
subscriber on account of the issue price of the bonds will be credited, acerued in-
terest from February 15 to March 15, 1963 ($3.09392 per $1,000) on the bonds
to be issued will be charged, and the difference ($14.26520 per $1,000) will be
paid to subscribers following acceptance of the certificates.

5. 8 percent bonds of 1964.—Coupons dated August 15, 1963, and February 15,
1964, must be attached to the bonds in bearer form when surrendered. Accrued
interest from February 15 to March 15. 1963 ($2.32044 per $1,000) on the 3 percent
bonds plus the payment ($5.00 per $1,000) due to the subscriber on account of
the issue price of the new bonds will be credited, accrued interest from February
15 to March 15, 1963 ($3.09392 per $1,000) on the bonds to be issued will be

" charged, and the difference ($4.22652 per $1,000) will be paid to subscribers.
- Payments will be made in the case of bearer bonds following their acceptance
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 accordance
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with the assignments on the bonds surrendered, or by credit in any account main-
tained by a banking institution with the Federal Reserve Bank of its district.

6. 3% percent notes of Series B—1965.—Coupons dated May 15, 1963, and all
subsequent coupons, must be attached to the notes in bearer form when surrendered.
Accrued interest from November 15, 1962, to March 15, 1963 ($11.60221 per
$1,000) on the notes plus the payment ($10.00 per $1,000) due to the subscriber
on account of the issue price of the bonds will be credited, accrued interest from
February 15 to March 15, 1963 ($3.09392 per $1,000) on the bonds to be issued
will be charged, and the difference ($18.50829 per $1,000) will be paid to sub-
scribers. Payments will be made in the case of bearer notes following their
acceptance and in the case of registered notes, the payment will be made by check

- drawn in accordance with the assignments on the notes surrendered, or by credit
in any account maintained by a banking institution with the Federal Reserve
Bank of its district. .

7. 8% percent of Series B—1966.—Coupons dated August 15, 1963, and all
subsequent coupons must be attached to the notes in bearer form when sur-
rendered. Accrued interest from February 15 to March 15, 1963 ($2.80387 per
$1,000) on the notes plus the payment ($12.00 per $1,000) due to the subscriber
on account of the issue price of the bonds will be credited, accrued interest from
February 15 to March 15, 1963 ($3.09392 per $1,000) on the bonds to be issued
will be charged, and the difference ($11.70995 per $1,000) will be paid to sub-
scribers. Payments will be made in the case of bearer notes following their
acceptance and in the case of registered notes following discharge of registration.
In the case of registered notes, the payment will be made by check drawn in
accordance with the assignments on the notes surrendered, or by credit in any
account maintained by a banking institution with the Federal Reserve Bank
of its district.

8. 3 percent bonds of 1966.—Coupons dated August 15, 1963, and all subsequent
coupons, must be attached to the bonds in bearer form when surrendered. Ac-
crued interest from February 15 to March 15, 1963 ($2.32044 per $1,000) on the 3
percent bonds will be credited, accrued interest from February 15 to March 15,
1963 ($3.09392 per $1,000) on the bonds to be issued plus the payment ($5.00 per
$1,000) due the United States on account of the issue price of the new bonds will
be charged, and the difference ($5.77348 per $1,000) must be paid by subscribers
and should accompany the subscription.

9. 3% percent bonds of 1966.—Coupons dated May 15, 1963, and all subsequent
coupons, must be attached to the bonds in bearer form when surrendered. Ac-
crued interest from November 15, 1962, to March 15, 1963 ($11.18785 per $1,000)
on the 3% percent bonds plus the payment ($4.00 per $1,000) due to the subscriber
on account of the issue price of the new bonds will be credited, accrued interest
from February 15 to March 15, 1963 ($3.09392 per $1,000) on the bonds to be
issued will be charged, and the difference ($12.09393 per $1,000) will be paid to
subscribers. Payments will be made in the case of bearer bonds following their
acceptance 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 credit in any
account maintained by a banking institution with the Federal Reserve Bank of
its district. .

: V. ASSIGNMENT OF REGISTERED SECURITIES

1. Treasury notes and bonds 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 25, D.C, The securities
must be delivered at the expense and risk of the holder. If the new bonds are
desired registered in the same name as the securities surrendered in exchange,
the assignment should be to “The Secretary of the Treasury for exchange for 4
percent Treasury Bonds of 1980”; if the new bonds are desired registered in another
name, the assignment should be to “The Secretary of the Treasury for exchange for
4 percent Treasury bonds of 1980 in the name of _______.__ 7. if new bonds in
coupon form are desired, the assignment should be to ‘“The Secretary of the
'grlqasurjcll ftor exchange fo§',4 percent Treasury bonds of 1980 in coupon form to be’

elivered to -___._.___.

VI. GENERAL PROVISIONS
1. As fiscal agents of the United States, Federal Reserve Banks are authorized
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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 subsecriptions 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.

Doveras DiLLon,
Secretary of the Treasury.

DEPARTMENT CIRCULAR NO. 11-63. PUBLIC DEBT

TREASURY DEPARTMENT,
Washington, May 16, 1963.

I. NOTICE OF SALE

1. Bonds designated 4% percent Treasury bonds of 1989-94, and described
herein, were sold on April 9, 1963, in the amount of $300,000,000, at competitive
bidding pursuant to an invitation by the Secretary of the Treasury under authority
of the Second Liberty Bond Act, as amended, and as set forth in Treasury Depart-
ment Circular, Public Debt Series—No. 22-62, dated December 17, 1962, Public
Notice of Invitation to Bid, dated March 20, 1963, and the supplement thereto
dated April 3, 1963. The bonds were sold to a syndicate headed by Salomon
Brothers and Hutzler, C. J. Devine and Company, Chase Manhattan Bank, First
National City Bank of New York, Chemical Bank New York Trust Company,
Bankers Trust Company, and the First National Bank of Chicago, and including
67 others, at a price of $100.55119 per $100 of face amount, resulting in a net
basis cost of money to the Treasury of 4.093145 percent, calculated to maturity.
One of the conditions of the sale was that the successful bidder would make a
bona fide reoffering of all of the bonds to the investing public.

II. DESCRIPTION OF BONDS

1. The bonds, dated April 18, 1963, bear interest from that date at the rate of
4)% percent per annum, payable on a semiannual basis on November 15, 1963,
and thereafter on May 15 and November 15 in each year until the principal amount
becomes payable. They will mature May 15, 1994, but may be redeemed at the
option of the United States on and after May 15, 1989, at par and accrued interest,
on any interest day, on 4 months’ notice of redemption given in such manner as the
Secretary of the Treasury shall prescribe. From the date of redemption desig-
nated in any such notice, interest on the bonds called for redemption shall cease,

2. Theincome 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 are acceptable to secure deposits of public moneys.

4. Bearer bonds with interest coupons attached, and bonds registered as to
principal and interest, are available in denominations of $500, $1,000, $5,000,
$10,000, $100,000, and $1,000,000. Provision has been made for the interchange
of bonds of different denominations and of bearer and registered bonds, and for
the transfer of registered bonds.

5. If the bonds are owned by a decedent at the time of his death and thereupon
constitute a part of his estate, they will be redeemed at par and accrued interest
at the option of the representative of the estate, provided the Secretary of the
Treasury is authorized by the decedent’s estate to apply the entire proceeds of
redemption to payment of the Federal estate taxes on such decedent’s estate.

6. The bonds are subject to the general rules and regulations of the Treasury
Department, now or hereafter prescribed, governing United States securities.

Joun K. CARLOCK,
Fiscal Assistant Secretary.

707-484—64——16



Summary of information pertaining to Treasury bonds issued during the fiscal year 1963

Department Allot- .
Date of circular ment
prelimi- Concurrent Date sub-|payment
nary an- offering Treasury bonds issued for exchange or for cash Date of | Date of | scription | dateon
nounce- eircular issue |maturity[ books | or before
ment | Number | Date number closed (or on
later al-
lotment)
1962 1962 1962 1969 1962 1962
July 26 13-62 | July 30 | 12-62,14-62 | 4 percent of 1969 at par . .. oo aeacaoe. Aug. 15 | Feb. 15 | July 30 [ Aug. 15
i 1992
July 26 1462 | July 30 | 12-62,13-62 | 414 percent of 1987-92issued at 10 12 e emm———————e Aug.’15 | Aug. 15 | July 30 | Aug. 15
1972
Sept. 5 16-62 | Sept. 10 15-62 | 4 percent of 1972 issued at prices indicated below in exchange for—._ . _____ . _______..___ Sept. 15 | Aug. 15 | Sept. 12 |3 Sept. 20
3Y4 percent Series A-1963 certificates maturing Feb. 15, 1963 (99.30);
2%% percent Series A-1963 notes maturing Feb. 15, 1963 (99.70);
314 percent Series E-1963 notes maturing Feb. 15, 1963 (99.40);
314 percent Series B-1963 certificates maturing May 15, 1963 (99.40);
3Y percent Series D-1963 notes maturing May 15, 1963 (99.40);
4 percent Series B-1963 notes maturing May 15, 1963 (98.80). .
Oct. 25 19-62 | Oct. 29 | 17-62,18-62 | 4 percent of 1972 issued at par in exchange for—_ . . e ceaenen Nov. 15 | Feb. 15 | Oct. 31 |* Nov.15
3% percent Series C-1962 notes maturing Nov. 15, 1962;
3Y4 percent Series H-1962 notes maturing Nov. 15, 1962;
214 percent Treasury bonds of 1959-62 maturing Dec. 15, 1962;
234 percent Treasury honds of 196065 called for redemption on Dec. 15, 1962.
1971
Nov. 15 20-62 | Nov. 15 21-62 | 374 percent of 1971 (additional issue) issued at 99.50 in exchange for—..._.__ . _._..__._. May158 | Nov. 15 ® 7 Dec. 17
U.S. savings honds of Series F and G maturing in the calendar years 1963 and 1964
1959 1980
Nov. 15 21-62 | Nov. 15 20-62 | 4 percent of 1980 (additional issue) issued at 99.50 in exchange for—___________.___________. Jan.235| Feb. 15 ) 8 Dec. 17
U.S. savings bonds of Series F and G maturing in the calendar years 1963 and 1964
1963 1968 1993 1963 1963
Dec. 20 10-63 | May 16 | .cuooeon .. 4 percent of 1988-93 issued at 99.85111 for eash ¢ ____________ .. Jan. 17 | Feb. 15 | Jan. 8 | Jan. 17
1963 1962 1968
Jan, 30 3-63 | Feb. 4 2-63 | 334 percent of 1968 (additional issue) issued at par in exchange for—_ ____._ . ________ ... Apr.1810| Aug. 15| Feb. 6 [11Feb.15
314 percent Series A-1963 certificates maturing Feb. 15, 1963;
234 percent Series A-1963 notes maturing Feb. 15, 1963;
314 percent Series E-1963 notes maturing Feb. 15, 1963.
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Feb. 20

Feb. 20

Feb. 20

Mar, 20

June 6

7-63

11-63

12-63

Feb. 21

Feb. 21

Feb. 21

May 16

June 7

4-63, 6-63

4-63, 5-63
7-63

374 percent of 1971 (additional issue) issued at prices indicated below in exchange for—._ __

314 percent Series C-1963 certificates maturing Aug. 15, 1963 (98.90);
215 percent Treasury bonds of 1963 maturing Aug. 15, 1963 (99.30);
314 percent Series D-1963 certificates maturing Nov. 15, 1963 (99.10);
3 percent Treasury bonds of 1964 maturing Feb. 15, 1964 (99.30).

4 percent of 1980 (additional issue) issued at prices indicated below in exchange for—. ...

314 percent Series C-1963 certificates maturing Aug. 15, 1963 (99.10);
214 percent Treasury bonds of 1963 maturing Aug. 15, 1963 (99.50);
314 percent Series D-1963 certificates maturing Nov. 15, 1963 (99.30);
3 percent Treasury bonds of 1964 maturing Feb. 15, 1964 (99.50);

314 percent Series 13-1965 notes maturing Nov. 15, 1965 (99.00);

3% percent Series B-1966 notes maturing Feb. 15, 1966 (98.80);

3 percent Treasury bonds of 1966 maturing Aug. 15, 1966 (100.50);
33%4 percent Treasury bonds of 1966 maturing Nov. 15, 1966 (99.60).

3%4 percent of 1974 (additional issue) issued at prices indicated below in exchange for—..
3Y4 percent Series B-1965 notes maturing Nov. 15, 1965 (98.50);
3% percent Series B-1966 notes maturing Feb. 15, 1966 (88.30);
3 percent Treasury bonds of 1966 maturing Aug. 15, 1966 (par);
3% percent Treasury bonds of 1966 maturing Nov. 15, 1966 (99.10).

414 percent of 1989-94 issued at 100.5511 for cash 17__

4 percent of 1970 issued at par for cash_

May 1512

1959
Jan, 23 12

1957
Dee. 212

1963
Apr. 18

June 20

1971
Nov. 15

1980
Feb. 15

1974
Nov. 15

1994
May 15

1970
Aug. 15

ol

)

)

©

Apr.

June 11

HMar. 15

1sMar. 15

18 Mar, 16

Apr. 18

18June 20

Footnotes on following page.
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t Holders of 4 percent Treasury notes of Series B~1962 and 3}4 percent Treasury notes
of Series C-1962, both of which matured Aug. 15, 1962, were not offered preemptive
rights to exchange their holdings for the new bonds. Paymenl: for cash subscriptions
allotted could be made in whole or in part in cash or by exchange at par of the notes of
Series B-1962 or C-1962. Coupons dated Aug. 15, 1962, were detached from the notes
in bearer form and cashed when due. Payment was permltted by credit in Treasury
tax and loan accounts.

3 Department Circular No. 14-62 is reproduced in this exhibit.

3 Coupons were required to be attached to bearer securities submitted in exchange
and payments were made to all subscribers as follows (per $1,000):

Paid on

. account

Accrued interest paid of issue

5 price on
Security surrendered Coupons attached For period Amount bneﬂ(zi)
onds

3L5% Ctf. A-63____ Feb. 15,1963 _____ Aug. 15-Sept. 15  $2. 94837 $7.00

254% Note A-63.... Feb. 15,1963 __ Aug. 15-8ept. 15 2.21128 3.00

3% Note E-63__. Feb. 15 1963.__ ... Aug. 15-Sept. 15 2.73777 6.00

34 % Ctf. B-63..... N%Z 15] 1916363and May 15-Sept. 15 10. 86277 6.00

ay 15,
334% Note D-63.__ Nov. 15, 1962, and May 15-Sept. 15 10. 86277 6.00
May 15, 1963.
49, Note B-63..... Nov. 15, 1962, and May 15-Sept. 15  13. 36957 12.00

May 15, 1963.
See Department Circular No. 19—62 secs, ITT and IV, in this exhibit, for provisions
regardmg subscription and payment.
5 Interest payable from Dec. 15, 1962.

8 For individuals (natural persons in thelr own right) books closed \Tov 30, 1962; for_'

all other classes of subscribers, Nov. 26, 1

7 See Department Circular No. 20—62 sccs IIT and IV, in this exhibit, for provisions
for subscription and payment.

3 See Department Circular No. 21-62, secs. 11T and 1V, in this exhibit, for provisions
for subscription and payment.

? Issue sold through competitive bidding to a syndicate. Public Notice of Invitation
togall)dtdatcd Dec. 20, 1962, and press release dated Jan. 2, 1963, are reproduced in this
exhnibl

10 Interest payable from Feb. 15, 1963.

1 Coupons dated Feb. 15, 1963 were detached from the certificates and notes in
bearer form and cashed when due.

12 Interest payable from Mar. 15, 1963.

13 For individuals (natural persons in thelr own right) books closed Mar. 8, 1963; for
all other classes of subscribers, Feb. 28, 1

# Coupons were required to be attached to bearer securities submitted in exhange
and accrued interest was paid to all subseribers for the period shown as follows:

Acerued interest paid for
3/% Ctf. C-63.. Aug. 15,1963 .. o.._..___ Feb. 15~-Mar. 15, 1963
215%, Bond 1963.. Aug. 15 1963__._ -- Feb. 15-Mar. 15 1963
3149, Ctf. D-63.. May 15and Nov, 15, 1963 ... Nov. 15, 1962—Mar 15, 1963
3% Bond 1964 Aug. 15,1963 and Feb 15,1964. Feb. 15—Mar 15, 1963

Accrued interest on old security (Col. 2) and amount due on account of issue price of
new bond (Col. 3) were credited to subscriber, accrued interest on new bond (Col. 4)
was_charged, and difference paid to subscriber (Col. 5) or collected from subscriber
(Col. 6) as follows (per $1,000):

Security Coupons attached

Security Col.2 Col.3 Cal. } Col. 5 Col. 6
3/% Ctf. C63. .. $2.70718 $11.00 $12. 84530 $0.86188 .. _....
215%, Bond 1963. 1.93370 7.00 12.84530 ___.._.. $3. 91160
3149, Cti. D-63. 10. 35912 9.00 12. 84530 6.51382 __..__..
3% Bond 1964___.._____________ 2.32044 7.00 12.84530 ._._.... 3. 52488

15 See Department Cireular No. 6-63, secs. IIT and IV, in this exhibit, for provisions
for subscription and payment.

18 Coupons were required to be attached to bearer securities submitted in exchange
and accrued interest was paid to all subscribers for the period shown as follows:

Security
3149, Note B-65.
3%4% Note B-66.
3%, Bond 1966.__
3%£% Bond 1966._

Coupons attached
May 15, 1963, and subsequent.
Aug. 15,1963, and subsequent.
Aug. 15,1963, and subsequent.
May 15, 1963, and subsequent.

Accrued interest paid for
Nov: 15, 1962-Mar. 15, 1963
Feb. 15-Mar. 15, 1963
Feb. 15-Mar. 15, 1963
Nov. 15, 1962~-Mar. 15, 1963

Accrued interest on old security (Col. 2) and amount due on account of issue price
of new bond (Col. 3) were credited to subscriber, acerued interest on new bond (Col. 4)
was charged, and difference paid to subscriber (Col. 5) or collected from subscriber
(Col. 6) as follows (per $1,000):

Security Col.2 Col.3 Col.j  Col.5  Col.6
3149 Note B-65 $11.60221 $15.00 $12.84530 $13.75601 —_......
3547, Note B-66. 280087 17.00 lnsd 6.0 i
3% Bond 1966. . 2.32044 ... 1284530 ooooo.... $10. 52486
334% Bond 1966 3 i 15 oia0 TwamE Lon®

17 Issue sold through competitive bidding to a syndicate. Department Circular
No. 11-63 is reproduced in this exhibit. (Invitation to bid and supplemental press
release were similar to those dated Dec. 20, 1962, and Jan. 2, 1963, respectively, repro-
duced in this exhibit.)

18 Payment was permltted by credit in Treasury tax and loan accounts.
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Allotments of Treasury bonds tssued during the fiscal year 1963, by Federal Reserve districts
[In thousands}

4 percent Treasury bonds of 1972 issued in exchange for—3

4 percent 414 percent
Treasury Treasury 316 percent | 296 percent | 314 percent | 314 percent | 314 percent 4 percent
Federal Reserve district bonds of bonds of | Series A-1963 | Series A-1963 | Series E-1963 | Series B~1963 [Series D-1963| Series B-1963
19691 - 1987-92 ¢ certificates Treasury Treasury certificates Treasury Treasury Total issued
maturing notes notes maturing notes notes
Feb. 15, 1963 ¢| maturing maturing |May 15,1963 4| maturing maturing
Feb. 15, 1963 4| Feb. 15, 1963 ¢ May 15, 1963 4| May 15, 1963 ¢

Boston . .. $102, 669 $20, 473 $31, 549 $37, 544 $6, 487 $31,142 $29,126 $17,626 $153, 474
New York______ - 423, 906 160, 843 224, 109 254, 536 158, 578 114, 908 238,843 292, 614 1, 283, 588
- 61,307 4,338 249 1,675 , 838 27,862 14,795 1,818 49, 237
Cleveland ______________ ... 125,128 4, 589 6,302 8,700 4,281 12,343 12, 104 2, 547 46,277
Richmond._ .. oo 74, 508 17,045 1,505 1,991 5,391 14,498 7,601 2,103 33,089
Atlanta_____ .. 87, 516 14,725 2,101 3,733 5,007 13, 652 8, 154 7,628 40, 365
Chicago__ o aees 325, 442 42,617 59, 094 73,208 24,218 46, 848 40,879 36, 361 280, 698
St. Louis o eee. 74,710 5, 598 6,234 6, 089, 10,610 13,877 11, 800 6,077 54, 687
Minneapolis_ ..o oL 62, 864 7,274 6,444 3,422 10,758 13,795 30, 495 4,290 69, 204
Xansas City_ oooooo .. 81, 800 7,192 5, 956 13, 537 3,402 14,924 16, 605 3,968 58,392
Dallas o . 66, 827 7,287 1,311 4,318 5,957 21, 358 17,622 3,925 b4, 491
San Franciseo. -« oo ooooooooii el 256, 808 22, 581 23,190 39,832 21,271 31, 896 55, 811 18,698 190, 698
T reaSUrY e oo 131 560 2,283 133 21, 689 235, 905 , 33 264,347
Government investment accounts_.._.._.._. 100, 0600 [N [0+ I U UPRUN U ORI ORI SNSRI FORI I
Total bond allotments__________._____ 1,843, 616 365,122 370, 327 448, 678 259, 021 378,792 719,740 401, 989 2, 578, 547

Securities eligible for exchange:
Ezxchanged in concurrent offerings....__ |- | . ___.__ 772, 384 952, 567 1,093, 461 180, 885 1, 300, 863 981, 368 5,281, 528
Total exchanged ... eoooomamca)ocammao et 1,142,711 1,401,245 1,352,482 559, 677 2, 020, 603 1, 383,357 7,860,075
Not submitted for exchange. oo e omeomee] oo cceeeee JO. 5,718, 844 1,438,108 2, 289,982 6,126, 045 3,026, 849 359, 683 18, 959, 511
Total securities eligible for exchange_._ |- __________|.co_________ 6, 861, 555 2,839, 353 3,642, 464 6, 685, 722 5,047,452 1,743,040 26, 819, 586

Footnotes at end of table,
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Allotments of Treasury bonds issued during the fiscal year 1963, by Federal Reserve districts—Continuevd

[In thousands]
4 percent Treasury bonds of 1972 issued in exchange for—2
334 percent 334 percent 234 percent 2%4 percent
Federal Reserve district Series C-1962 Series H-1962 { Treasury bonds | ‘Treasury bonds
Treasury notes | Treasury notes of 1959-62 of 196065 Total issued
maturing maturing maturing called for
Nov. 15, 1962 Nov. 15,1962 & Dec. 15,1962 § redemption on : :
Dec. 15, 1962 5
503 7« $21, 342 $24,874 $22,311 $16,048 $84, 575
New York______ 217,475 284,922 361,928 219, 863 1,084,188
Philadelphia______ 12,932 10, 650 8,424 21,804 53,810
Cleveland________ 47,218 24,175 29,429 3,339 104, 161
Richmond__ 6, 059 6, 258 11,205 15, 624 39,146
Atlanta___________ 7,679 24,720 10,731 1,034 44,164
Chicago. 63, 226 93, 987 161,714 169, 106 488,033
St. Louis.. 12, 684 16, 522 10,957 37,045 77,208
Minneapolis...... 11,273 13,907 12,133 7,861 45,174
Kansas City___.__ , 663 17,789 8.208 19,865 55,525
Dallas_.._.... 9,177 6,375 9,603 1,460 26, 615
San Francisco. 22,339 120,386 27,015 63, 517 233,257
f (Yo o, 5,191 208 54 2,112 7,
Total bond allotments. ... 446, 258 644, 863 673,712 578,678 2,343,511
Securities eligible for exchange:
Exchanged in concurrent offerings_ .. ... _._________ . .__..____.______ 604, 865 5,325,358 1,376,978 833,971 8,141,172
Total exchanged. . _ocooooooe 1,051,123 5,970, 221 2, 050, 690 1,412,649 10, 484, 683
Not submitted for exchange. ... el 91, 111, 574 218,785 734 494, 926
Total securities eligible for exchange._ . . _ ... . o oaaaos 1,142, 956 6,081,795 2,269, 475 1,485,383 10,979, 609

Footnotes at end of table.
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Allotments of Treasury bonds

issued during the fiscal year 1963, by Federal Reserve districis—Continued

(In thousands]

374 percent Treasury bonds of 1971 (additional issue)
issued in exchange for Series F and Series G savings
bonds maturing in the calendar years 1963 'and 1964 2

4 percent Treasury bonds of 1980 (additional issue) issued

in exchange for Series F and Series

QG savings bonds

maturing in the calendar years 1963 and 1964 2

Federal Reserve districts
Series ¥ Series G Cash differ- Series F ‘Series G Cash differ-
savings bonds|savings bonds ences 7 Total issued [savings bonds}savings bonds ences 7 Total issued
exchanged ¢ | exchanged ¢ exchanged 8 | exchanged 8
BOSTON oo i icccccciaaeaes $1 $1,810 $2 31,814 $3 $1,863 $3 $1, 869
New York. e 1,389 5,196 12 , 597 692 , 211 13 , 916
Philadelphia.. . iciceccmeaman 98 2, 514 12 2,624 38 2,265 14 2,317
Cleveland._ e eeees 1,051 3,089 15 4,154 459 1,869 7 2,334
Richmond. .o ciiicicecieaas 170 1, 567 3 1,740 110 1,232 4 1,347
Atlanta. .. 345 1,694 4 2,043 400 2, 562 3 2,965
[0 63 1T Lo H IR 1,349 8,680 20 10,049 264 5,348 24 5,636
b, LOWdS - - e 231 1,790 8 2,029 191 1,782 9 1,982
Minneapolis . . iccccceaaan 106 1,281 3 1,391 4 1,110 3 1,117
Kansas City oo oo rcceccecaan 250 3, 512 5 3,767 34 2,409 9 2,452
Dallas. . e 6 1,812 2 1,820 60 1,151 4 1,215
San Francisco ..o cccccmcacees 309 2,695 4 3,008 31 3,351 7 3,389
[ T o RPN 41 328 1 n 63 333 2 398
Total bond allotments..._ ... .. ... 5, 346 35,968 93 41, 407 2,349 31,486 102 33,937
Securities eligible for exchange:
Exchanged in concurrent offerings..................._. 2,349 31,486 102 33,937 5,346 35, 968 93 41, 407
Total exchanged. ..o oo 7,695 67, 454 195 75,344 7,695 67,454 195 75,344
Not submitted for exchange_._______._.
Total securities eligible for exchange

Footnotes at end of table.
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Allotments of Treasury bonds 1ssued during the fiscal year 1963,

[In thousands]

by Federal Reserve districts—Continued

334 percent Treasury bonds of 1968 (add1tiona1 issue)
issued in exchange for—2

374 percent Treasury bonds of 1971 (additional issue) issued in

exchange for—3

Federal Reserve district 3% percent | 294 percent | 314 percent 316 percent | 214 percent | 314 percent 3 percent
Series A-1963 | Series A-1963 | Series E-1963 Series C-1963 | Treasury {Series D-1963| Treasury
certificates Treasury Treasury | Total issued | certificates |bonds of 1963 ( certificates |bonds of 1964 | Total issued
maturing notes notes maturing maturing maturing maturing
Feb. 15,1963 ¢| maturing maturing Aug. 15, Aug.15 Nov. 15 Feb. 15,
Feb. 15, 1963 9 Feb 15, 1963 ¢ 1963 10 1963 10 1963 10 1964 10
Boston. e eiceees $25, 416 $8,187 $38,080 $71,683 $24,108 $6,917 $2,230 $2, 458 $35,713
New York. . ______..__.__ 531,129 411, 279 383,179 1,325, 587 554, 825 281, 251 67,923 88,249 992, 248
Philadelphia. .. . .o__.____ 38, 250 17,573 21,199 77,022 1,417 37,626 2,982 7,215 49, 240
Cleveland.._____..______..._______ 71,281 17,994 49,121 138,396 7,875 19,322 5,807 4,645 37,649
Richmond. ... oo .. 11,413 3,553 7,585 22, 551 911 6,129 4,354 7,511 18, 905
Atlanta_ . oo 31,844 20, 454 23, 265 75, 563 4,915 11,681 228 11,480 28, 304
Chicago. ... 87,221 111,137 141,150 339, 508 83,006 77,015 7,967 24, 85¢ 192, 842
St. Louis. 36, 586 17, 605 32,262 86, 453 , 637 13,467 366 5, 650 23,120
Minneapolis. 19, 360 11, 604 13, 595 44, 559 2,382 17,970 706 14, 957 36,015
Kansas City_ 13,861 14,708 29,165 57,734 4,799 12,225 248 15,536 32,808
Dallas__...___ 11,013 19,886 16, 581 47,480 2,928 10, 809 545 4,450 18,732
San FrancisC0. o cec e ooccaconoccaaeaas 87,358 89 388 23,252 199,998 2,570 36 996 251 8,619 48 436
P11 ) 2N 2 990 35 260 , 28! 100 416 [ .. 355 871
Total bond allotments_ . .:c.__.oo..._ 967,722 743, 403 778, 694 2,489,819 693,473 531,824 93, 607 195,979 1,514, 883
Securities ehglble for exchange: ’

Exchanged in concurrent offerings...____ 4,692,175 652,335 1,396, 704 6,741,214 977,326 2,324,533 207, 998 869, 644 4, 379, 501
Total exchanged. ... ... _.______. 5, 659, 897 1,395,738 2,175,398 9,231,033 1,670,799 2,856, 357 301, 605 1,065, 623 5,894,384
Not submitted for exchange_ _....._.._._ 58,947 91,133 83, 709 3, 789 5.180, 635 1, 460, 709 4, 554, 059 1, 634, 301 12,829, 704
Total securities eligible for exchange... 5,718, 844 1,486,871 2,259, 107 9,464, 822 6,851,434 4,317,066 4,855, 664 2,699,924 18,724,088

Footnotes at end of table.

(444

X4ASVIYL JHIL 40 XUVIFYDIS THL 40 TY0ddd €961




Allotments of Treasury bonds tssued during the fiscal year 1963, by Federal Reserve disiricts—Continued
’ {In thousands]

4 percent Treasury bonds of 1980 (additional issue) issued in exchange for—3

4,855, 664

Federal Reserve district 36 percent | 2% percent | 316 percent 3 percent 346 percent | 334 percent 3 percent 334 percent
Series C-1963 | Treasury |Series D~1963| Treasury |Series B-1965 | Series B-1966 | Treasury Treasury
certificates | bonds of 1963 certificates | bonds of 1964 Treasury Treasury | bonds of 1966 bonds of 1966 Total issued
maturing maturing maturing maturing | notes matur- { notes matur-| maturing maturing
Aug. 15, Aug. 15, Nov. 15, Feb, 15, ing Nov. 15, | ing Feb, 15, Aug. 15, Nov. 15,
1963 11 1963 11 1963 11 1964 11 1965 12 1966 12 1966 t2 1966 12

BoStON- <o acieieol $709 $3, 399 $125 $245 $1, 551 $3, 769 $2,694 $7,323 $19,815

New York... 10, 927 18,243 674 9,459 171, 394 363, 043 82,855 142, 807 799, 402

Philadelphia. 300 3,071 4 290 82 64 900 , 301 14,012

Cleveland..__ 208 2,212 69 395 174 383 2,914 4,288 10, 643

Richmond. 30 1,169 |ocoeemaaaaaoe 160 65 125 3,821 6,437 11, 807

Atlanta.... 350 848 - 13 635 104 94 4,709 4, 965 11, 768

Chicago.. 1,883 8,903 1,093 1,289 12,878 7,821 7,109 11,749 52,725

St. Louis.._.. 204 3,051 90 1,389 3,005 316 2,685 4,125 14, 955

Minneapolis_ 141 550 3 297 157 1,703 898 1,851 5, 600

XKansas City. 653 3,838 | oo 3,763 2,077 5,575 4,386 5, 146 25,438

Dallas_....._. 608 1,349 25 81 2,278 914 1,619 4,109 10,983

San Francisco.. 1,216 2,319 14 6, 201 1,682 36,198 9, 169 10, 430 67,229

TreaSUTY e e e e 27 197 3 104 18 35 85,822 463 86, 669

. Total bond allotments_._________..___ 17,346 49, 149 2,113 24, 358 195,465 420, 040 209, 581 212,994 1,131,046
Securities eligible for exchange:

Exchanged in concurrent offerings....._. 1,653, 453 2,807,208 299, 492 1,041, 265 136, 239 313,758 250, 315 373,227 6, 874, 957

Total exchanged . _ . . o ccoeoaa . 1,670, 799 2, 856, 357 301,605 1,065, 623 331, 704 733,798 459, 896 586, 221 8, 006, 003

Not submitted for exchange....._.._.... 5,180, 635 1, 460, 709 4, 554, 059 1,634, 301 2, 953, 804 2, 380, 101 1,024, 402 1,851, 408 21, 039, 419

Total securities eligible for exchange... 6, 851, 434 4,317, 066 2,699, 924 3, 285, 508 3,113,899 1,484,298 2,437,629 29, 045, 422

Footnotes at end of table.
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Allotments of Treasury bonds issued during the fiscal year 1963, by Federal Reserve districts—Continued

[In thousands]
37% percent Treasury bonds of 1974 (additional issue) issued in exchange for—
. 4 percent Treas-
Federal Reserve district 314 percent 356 percent 3 percent Treas- 334 percent ury bonds of
Series B-1965 Series B-1966 ury bonds of Treasury bonds 1970 14
Treasury notes | Treasury notes 1966 maturing | of 1966 maturing Total issued
maturing maturing Aug. 15, 1966 13 | Nov. 15, 1966 13
Nov. 15, 1965 13 Feb, 15, 1966 13
D220 ) N $1,136 $5, 634 $8,160 $5, 527 $20, 457 $98, 392
New York____ ... 85, 257 226, 498 87,791 185, 272 584,818 472,737
Philadelphia._ 8,002 8,208 10, 901 15,144 42,345 68, 440
Cleveland.____ 2,753 3,615 15,916 . 10,546 32,830 124,490
Richmond. . - 5,002 4,658 6, 040 16, 416 83,709
............. 3,378 3,720 5,039 9,074 21,211 154, 851
...... 17,656 45,302 32,204 50, 923 146, 085 301, 143
2,053 6,383 8,089 10,619 7,144 107, 820
630 2,634 16,675 15,608 35, 547 77,701
2,290 1,286 6,848 9, 520 19,944 127,017
3, 069 1,063 10, 530 16, 209 30,871 88,9
9,218 4,306 40, 907 37,495 91,926 198, 682
81 17 2,597 1,250 3,945 1,891
Total bond allotments_ ... . .. ___...._ 136, 239 313,758 250,315 373,227 1,073,539 1,905,811
Securities eligible for exchange:
Exchanged in concurrent offerings. .. .o . . oo ... 195,465 420, 040 209, 581 212,994 1,038,080 |.oooccemeoaooo
Total exchanged. .. ____.___.__._. 331, 704 733,798 459, 896 586, 221 2,111, 619
Not submitted for exchan; 2,953, 804 2,380,101 1,024, 402 1,851,408 8,209, 715
Total securities eligible for exchange.____.__ . _...____.___. 3, 285, 508 3,113,899 1,484,298 2,437,629 10,321,334

1 Subscriptions from Government investment accounts were allotted in full. All
others in amounts up to $100,000 were allotted in full and those over $100,000 were
allotted 22 percent, but not less than $100,000.

3 Subscriptions were allotted in full.

3 Advance refunding; all subscriptions allotted in full.

¢ 3%1: percent Treasury notes of Series A-1967 were also offered in exchange for this
security.

5 334 percent Treasury certificates of indebtedness of Series D-1963 and 314 percent
Treasury notes of Series B~1965 were also offered in exchange for this security.

6 4 percent Treasury bonds of 1980 (additional issue) were also offered in exchange for
this security.

7 Necessary to make up the next higher $500 multiple.

8 374 percent Treasury bonds of 1971 (additional issue) were also offered in exchange
for this security.

9344 percent Treasury certificates of indebtedness of Series A-~1964 were also offered
in exchange for this security.

10 354 percent Treasury notes of Series B-1967 and 4 percent Treasury bonds of 1980
(additional issue) were also offered in exchange for this security.

11 354 percent Treasury notes of Series B-1967 and 376 percent Treasury bonds of
1971 (additional issue) were also offered in exchange for this security.

12 374 percent Treasury bonds of 1974 (additional issue) were also offered in exchange
for this security.

13 4 percent Treasury bonds of 1980 (additional issue) were also offered in exchange
for this security.

14 Subscriptions up to $100,000 were allotted in full; other subscriptions were allotted
b percent with a minimum allotment of $100,000 per subscription.

Note.—In addition to bonds listed above, a $250,000,000 issue of 4 percent bonds of
1088-93, and a $300,000,000 issue of 434 percent bonds of 1989-94, were each sold through
competitive bidding to a syndicate.
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EXHIBITS 225

ExHIBIT 4.—Call, August 14, 1962, for redemption on December 15, 1962,
of 23/ percent Treasury bonds of 1960-65, dated December 15, 1938 (press
release of August 14, 1962)

TREASURY CALLS LAST PARTIALLY TAX-EXEMPT BOND

The Treasury Department today announced the official notice of call for re-
demption on December 15, 1962, of the partially tax-exempt 2% percent Treasury
bonds of 1960-65, dated December 15, 1938, due December 15, 1965. There
are now outstanding $1,485,383,100 of these bonds.

The 2% percent bonds of 1962-67, which are also callable on December 15,
1962, will not be called for redemption on that date.

‘The text of the formal notice of call is as follows:

Two and Three-quarters Percent Treasury Bonds of 1960-65
(Dated December 15, 1938)

NOTICE OF CALL FOR REDEMPTION
To Holders of 234 Percent Treasury Bonds of 1960-65, and Others Concerned:

1. Public notice is hereby given that all outstanding 2% percent Treasury
bonds of 1960-65, dated December 15, 1938, due December 15, 1965, are hereby
called for redemption on December 15, 1962, on which date interest on such
bonds will cease.

2. Holders of these bonds may, in advance of the redemption date, be offered
the privilege of exchanging all or any part of their called bonds for other interest-
- bearing obligations of the United States, in which event public notice will here-
?,fterdbe given and an official circular governing the exchange offering will be
issued. :

3. Full information regarding the presentation and surrender of the bonds for
cash redemption under this call will be found in Department Circular No. 300,
Revised, dated April 30, 1955.

Dovugras DiLLoN,
Secretary of the Treasury.

Treasury Bills Offered and Accepted

ExHiBIT 5.—Treasury bills

During the fiscal year 1963 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 one-year
issues, and one issue of a strip of weekly bills representing additional amounts
of 10 series of outstanding 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 5 and June 10, 1963, are in a form representa-
tive 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. The details of
the issue of strip bills are explained in the releases of November 1 and November 7,
1962. The tax anticipation series is represented by the releases of January 22 and
January 30, 1963, and the one-year bill issues are represented by the releases of
July 2 and July 10, 1962. The essential details regarding each issue of Treasury
bills during fiscal 1963 are summarized in the table following the releases.

There is also printed herein a press release, dated August 28, 1962, announcing
that the Secretary of the Treasury had invoked the right he reserves to place a
restriction on the amount of Treasury bills to be awarded to a single bidder.

PRESS RELEASE OF JUNE 5, 1963

The Treasury Department, by this public notice, invites tenders for two series
of Treasury bills to the aggregate amount of $2,100,000,000, or thereabouts, for
cash and in exchange for Treasury bills maturing June 13, 1963, in the amount
of $2,101,373,000, as follows:

91-day bills (to maturity date) to be issued June 13, 1963, in the amount of
$1,300,000,000, or thereabouts, representing an additional amount of bills dated
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March 14, 1963, and to mature September 12, 1963, originally issued in the amount
of $800,265,000, the additional and original bills to be freely interchangeable.

182-day bills, for $800,000,000, or thereabouts, to be dated June 13, 1963, and
to mature December 12, 1963.

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, $50,000, $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 p.m., eastern daylight saving time, Monday, June 10,
© 1963. 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
“lrlhicl; will be supplied by Federal Reserve Banks or branches on application
therefor. "

Banking institutions generally may submit tenders for account of customers
provided the names of the customers are set forth in such tenders. 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 recognhized 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 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 $200,000 or
less for the additional bills dated March 14, 1963, (91 days remaining until ma-
turity date on September 12, 1963) 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 Banks on June 13, 1963,
in cash or other immediately available funds or in a like face amount of Treasury
bills maturing June 13, 1963. Cash and exchange tenders will receive equal
treatment. Cash adjustments will be made for differences 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
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 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
considered to acerue 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 1s made, as ordinary gain or loss.

Treasury Department Circular No. 418 (current revision) and this notice
preseribe the terms of the Treasury bills and govern the conditions of their issue.
Copies of the eircular may be obtained from any Federal Reserve Bank or branch.
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PRESS RELEASE OF JUNE 10, 1963

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 14, 1963, and the other series to be dated June 13, 1963, which were offered
on June 5, were opened at the Federal Reserve Banks on June 10. Tenders were
invited for $1,300,000,000, or thereabouts, of 91-day bills and for $800,000,000,
or thcreabouts, of 182~ day bills. The details of the two series are as follows:

182-day Treasury bills maturing

91-day Treasury bills maturing
. Dec. 12, 1963

Sept. 12, 1963

Range of accepted competitive bids
Approximate Approximate
Price equivalent Price equivalent
annual rate annual rate
.2 674 « PR, 99. 254 2.9519%, 08, 458 3.0509,
Low.... 99. 245 2.987%, 08. 448 3.070%,
AVerage oo ceacmnaa 99.248 12,975% 98. 452 13.063%

(563 percent of the amount of 91-day bills bid for at the low price was accepted and 59 percent of the amount
of 182-day bills bid for at the low price was accepted)
! On a coupon issue of the same length and for the same amount invested, the return on these bills would
provide yields of 3.04 percent for the 91-day bills, and 3.15 percent for the 182-day bills.
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

Yyear.

Interest rates on

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.

Total tenders applied for and accepted by Federal Reserve districts

District Applied for Accepted Applied for Accepted
Boston $27,577, 000 $17, 577, 000 $21, 296, 000 $4, 296, 000
New York.... . 1,553,198, 000 853,398,000 | 1,163, 615, 000 606, 455, 000
Philadelphia 31,957, 000 16,957, 000 11, 849, 000 6, 849, 000
Cleveland 29, 143, 000 29, 143, 000 25, 055, 000 22, 464, 000
i 10, 905, 000 10, 905, 000 4,426, 000 3, 406, 000
45, 562, 000 42,152, 000 13, 789, 000 13,379, 000
215, 053, 000 146, 293, 000 108, 853 000 45,393, 000
30, 442, 000 24,972, 000 6, 990, 000 5, 285, 000
Minneapolis. o ovcoooocoacaacmcaamaaaas 19, 842, 000 18,137, 000 6, 679, 000 5,474, 000
Kansas City. . oo ooooom e 27,717, 000 23,717, 000 9, 160, 000 , 119,
Dallas - 34,163, 000 30, 223 000 9, 127, 000 6,717, 000
San Francisco._.........._. [ - 102, 780, 000 86, 640, 000 94,782, 000 76 092, 000
Total.._ 2,128,339, 000 | 11,300,114,000 | 1,475,621, 000 2 800, 929, 000

! Includes $243,896,000 noncompetitive tenders accepted at the average price of 99.248,
2 Includes $57, 468 400 noncompetitive tenders accepted at the average price of 98.452.
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PRESS RELEASE OF NOVEMBER 1, 1962

The Treasury Department, by this public notice, invites tenders for additional
amounts of ten series of Treasury bills to an aggregate amount of $1,000,000,000,
or thereabouts, for cash. The additional bills will be issued November 15, 1962,
will be in the amounts, and will be in addition to the bills orginially issued and
maturing as follows:

Amount of Days from Amount out-
additional Original issue dates 1962 Maturity dates 1963 Nov. 15, 1962, | standing fin
issue ) to maturity millions)

$100,000,000 { July 19 ..o.______.__ . 63 $2, 000
190, 000, 000 | July 26.. 70 2,003
100, 000, 000 | Aug. 2. . 77 2,001
100,000,000 [ Aug. 9. . 84 700
100, 000, 000 | Aug. 16. . . 91 704
100,000,000 | Aug. 23___________________ .2 98 700
100, 000,000 | Aug. 30.._ 105 700
100, 000, 000 | Sept. 6._ 112 700
100, 000, 000 | Sept. 13__. 119 701
100, 000, 000 | Sept. 20. ..

1, 000, 000, 000

The additional and original bills will be freely interchangeable.

Each tender submitted must be in the amount of $10,000, 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 $50,000 will be applied $5,000 to the issue with original date of July 19,
1962, and $5,000 to each of the additional weekly issues through the issue with
original date of September 20, 1962.)

The bills offered hereunder will be issued on a disecount 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, $50,000, $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 p.m., eastern standard time, Wednesday, November 7,
1962. 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 $10,000, 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.

Banking institutions generally may submit tenders for account of customers
provided the names of the customers are set forth in such tenders. 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 accom-
panied by an express guaranty of payment by an incorporated 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
any or all tenders, in whole or in part, and his action in any such respect shall be
final. Noncompetitive tenders for $100,000 or less (in even multiples of $10,000)
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 $200,000,000, the Secretary of the
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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 $10,000. Settlement for accepted tenders in accordance with: the bids must
be made or completed at the Federal Reserve Bank or branch in cash or other
immediately available funds on November 15, 1962.

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 clis-
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. Purchasers of a strip
of the bills offered hereunder should, for tax purposes, take such bills on to their
books on the basis of their purchase price prorated to each of the ten outstanding
issues using as a basis for proration the closing market prices for each of the
issues on November 15, 1962. (Federal Reserve Banks will have available a list
of these market prices, based on the mean between the bid and asked quotations
furnished by the Federal Reserve Bank of New York.)

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 NOVEMBER 7, 1962

The Treasury Department announced last evening that tenders for additional
amounts of ten series of Treasury bills to an aggregate amount of $1,000,000,000,
or thereabouts, to be issued November 15, 1962, which were offered on November
1, were opened at the Federal Reserve Banks on November 7. The amount of
accepted tenders will be equally divided among the ten regular weekly issues of
outstanding Treasury bills maturing January 17, 1963, to March 21, 1963,
inclusive. The details of the offering are as follows:

, Total applied for. . ________ ... $2, 409, 960, 000
Total accepted (includes $13,160,000 entered on a noncompeti- :
tive basis and accepted in full at the average price shown )
BelOW) - - o e 1, 001, 210, 000

: Approximate equivalent annual rate of
Range of accepted competitive bids Price discount based on 94.5 days (average
number of days to maturity)

99.258 | . 2.827%
99. 245 X 2.876%,
Average. 99. 248 12.866%

(18 percent of the amount bid for at the low price was accepted.)

1 On a coupon issue of the same length as the average for the bills and for the same amount invested, the
return on these bills would provide a yield of 2.93 percent. 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
semiannual compounding if more than one coupon period is involved.
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Total tenders applied for and accepted by Federal Reserve districts

District Applied for Accepted
$31, 450, 000 $25, 750, 000
2, 010, 220, 000 853, 020, 000
10, 310, 000 0, 000
32, 470, 000 27,470, 000
21, 050, 000 13, 410, 000
16, 860, 000 6,950, 000
144, 440, 000 21, 680, 000
8, 240, 000 1, 740, 000
12, 960, 000 6,140, 000
- 12, 660, 000 1, 660, 000
Dallas - . 21,100, 000 1, 280, 000
San Francisco 88, 200, 000 35, 800, 000
Total_._. - -] 2,409,960, 000 1, 001, 210, 000

PRESS RELEASE OF JANUARY 22, 1963

The Treasury Department, by this public notice, invites tenders for
$1,000,000,000, or thereabouts, of 138-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 February 6, 1963, and they will mature June 24, 1963. They
will be accepted at face value in payment of income and profits taxes due on
June 15, 1963, and to the extent they are not presented for this purpose the
face amount of these bills will be payable without interest at maturity. Tax-
payers desiring to apply these bills in payment of June 15, 1963, 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 June 15, 1963, 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 June 15, 1963, 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,
$50,000, $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 p.m., eastern standard time, Wednesday, January 30,
1963. 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
whicl; will be supplied by Federal Reserve Banks or branches on application
therefor. ‘

Banking institutions generally may submit tenders for account of customers
provided the names of the customers are set forth in such tenders. 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 in-
vestment 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 p.m., eastern standard time, Wednesday,.
January 30, 1963. .

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
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
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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 February 6, 1963.

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 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 (current revision) 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 JANUARY 30, 1963 °

The Treasury Department announced last evening that the tenders for
$1,000,000,000, or thereabouts, of tax anticipation series 138-day Treasury hills
to be dated February 6, 1963, and to mature June 24, 1963, which were offered
on January 22, were opened at the Federal Reserve Banks on January 30.

The details of this issue are as follows:

Total applied for. __ . ____ $2, 061, 518, 000
Total accepted (includes $42,068,000 entered on a non-

competitive basis and accepted in full at the average price

shown below) . ____ 1, 000, 434, 000

“ Range of accepted competitive bids:

"~ High, equivalent rate of discount approximately 2.8939%, per annum. 98. 891
Low, equivalent rate of discount approximately 2.9409, per annum_ 98, 873
Average, equivalent rate of discount approximately 2.9299, per

annum . 98. 877
(58 percent of the amount bid for at the low price was accepted.)

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 3.00 percent. 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 aetual 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 inter-

est payment period to the actual number of days in the period, with semiannual compounding if more than
one coupon period is involved.

Federal Reserve district Total Total aceepted
applied for

Boston $27, 370, 000 $18, 530, 000
New York. 1, 652, 659, 000 823, 825, 000
Philadelph: , 405, , 405, 000
Cleveland... 20, 101, 000 4,101, 000
RiChmOnd - - - eeaceeeee 2, 202, 000 2,202,
AaNta . e 15,927, 000 12, 927, 000
Chicago. .. 159, 127, 000 68,977, 000
St. Louis.. 12, 485, 000 6, 485, 000
Minneapol 19, 832, 000 7,572,000
Kansas City. __ S 15, 420, 000 4, 920, 000
Dallas. cooaeeeaaon ememccm—mcmaaae 24, 300, 000 9,040, 000
San Francisco._.... - - 88, 690, 000 40, 450, 000

DOt e e oo iae e ccnecmcccmcncmacamcacmcammenman 2,061, 518,000 1, 000, 434, 000

707-484—64——17
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PRESS RELEASE OF JULY 2, 1962

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 exchange
for Treasury bills maturing July 15, 1962, in the amount of $2,003,516,000, to be
issued on a discount basis under competitive and noncompetitive bidding as here-
inafter provided. The bills of this series will be dated July 15, 1962, and will
mature July 15, 1963, 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, $50,000, $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 p.m., eastern daylight saving time, Tuesday, July 10, 1962.
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. (Notwith-
standing 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.

Banking institutions generally may submit tenders for account of customers
provided the names of the customers are set forth in such tenders. 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 in-
vestment 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 hour, tenders will be opened at the Federal
Reserve Banks and branches, following which public annoucement 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 July 16, 1962, in cash or other immediately available funds or
in a like face amount of Treasury bills maturing July 15, 1962. Cash and ex-
change tenders will receive equal treatment. Cash adjustments will be made for
differences 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
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 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.
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Treasury Department Circular No. 418 (current revision) 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 JULY 10, 1962

The Treasury Department announced last evening that the tenders for $2,000,-
000,000, or thereabouts, of 365-day Treasury bills to be dated July 15, 1962, and
to mature July 15, 1963, which were offered on July 2, were opened at the Federal
Reserve Banks on July 10.

The details of this issue are as follows: :

Total applied for_ - _____ ... $3, 719, 072, 000
Total accepted (includes $221,574,000 entered on a non-
competitive basis and accepted in full at the average
price shown below) - - - ..o 2, 000, 393, 000
Range of accepted competitive bids: (Excepting five tenders totaling
$2, 675, 000).
High, equivalent rate of discount approximately 3.2259, per
AN L © Lo C o oo o e e 96. 730
Low, equivalent rate of discount approximately 3.2739, per
ANNUI - e e e e e e e 96. 682
Average, equivalent rate of discount approximately 3.2579, per
annum el 96. 698
(85 percent of the amount bid for at the low price was accepted.)

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 3.39 percent. 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 in-

terest payment period to the actual number of days in the period, with semiannual compounding if more
than one coupon period is involved.

Federal Reserve district Totalfapplied Total accepted
or

Boston. - . $100, 927, 000 $65, 427, 000
New York 2,456, 472, 000 1,198,397, 000
Philadelphia_. 43, 605, 000 14, 305, 000
Cleveland - ... 221, 738, 000 163, 238, 000
Richmond 22, 610, 000 16, 010, 000
Atlanta__. 42,710, 000 35,310, 000
Chicago.___.. 524, 386, 000 3585, 636, 000
St. Louis. _ 22,838, 000 18, 834, 000
Minneapolis 31, 885, 000 5, 885, 000
Kansas City. 49, 782, 000 34,782, 000
Dallas 38, 668, 000 26, 518, 000
San Francisco- - 163, 451, 000 68, 051, 000

Total 3,719, 072, 000 2, 000, 393, 000

PRESS RELEASE OF AUGUST 28, 1962

Yesterday’s regular weekly Treasury bill auction was marked by the unusual
occurrence of a single bidder tendering for an exceptionally high proportion of
the total amount of 3-month bills offered. In view of the disproportionate
allotment that would have occurred and the resulting market disturbance, the
Secretary of the Treasury decided to invoke the right that he expressly reserves
in every public offering of Treasury securities to reject any or all tenders, in whole
or in part. Under these circumstances, he has announced that no single bidder
will be awarded more than one quarter of the total supply of bills offered in either
the 3-month or 6-month maturities.




Summary of information pertaining to Treasury bills issued during the fiscal year 1963

[Dollar amounts in thousands)

Maturity value

Prices and rates

Tenders accepted Total bids accepted Competitive bids accepted Amount
Days maturing
Date of Date of to on issue
issue maturity matur- Total Equiva- High Low date of
ity 1 applied On On non- Average lent new
for Total competi- | competi- For In price average offering
accepted tive tive cash exchange per rate Price per | Equiva- | Price per | Equiva-
basis basis hundred [(percent)| bundred | lent rate | hundred | lent rate
(percent) (percent)
Regular Weekly
1962
July 6| Oct. 4,1962 91 [$2,211, 823 |$1,300,530 |$1,107,122 | $193, 408 |$1, 127,764 | $172, 766 99. 259 2.930 | 299.269 2.892 99, 257 2.939 %1, 200, 638
Jan, 38,1963 182 | 1,202,417 700,18 659, 58 40, 60 645, 098 , 083 98.479 3.008 98. 454 2.979 98. 464 3.038 600, 4
12 } Oct. 11,1962 91 | 2,365,008 | 1,301,363 | 1,037, 520 263,843 | 1,287,935 13,428 99. 248 2.974 99. 258 2,935 99. 245 2.987 | 1,200,273
12 | Jan, 10,1963 182 | 1,126,394 700, 094 648, 379 51,716 698, 139 1,955 98. 435 3. 096 98. 454 3.058 98,425 3.115 539, 939
19 | Oct. 18,1962 91 | 2,454,084 | 1,302,465 | 1,002,080 300, 385 | 1,216,690 85,775 99. 246 2.983 99. 260 2.927 99. 244 2.991 { 1,200,982
19 | Jan. 17,1963 182 | 1,067,573 700, 058 633, 940 , 11 674, 981 25,077 98.416 3.134 | 298.431 3.104 98, 407 3.151 00,
26 | Oct. 25,1962 91 | 2,127,134 | 1,298,008 | 1,060,002 238,096 { 1,209,111 88,987 99. 269 2.892 99.273 2.876 99. 265 2.9(8 | 1,200,752
26 | Jan. 24,1963 182 | 1, 361, 557 702, 835 , 893 56, 942 670, 32, 586 98.431 3.103 | 298.440 3.086 08, 426 3.113 00, 021
Aug. 2| Nov. 1.1962 91 | 2,161,090 | 1,300,687 | 1,075,884 224,803 | 1,184,934 | 115,753 99. 274 2.874 99.279 2.852 99.271 2.884 | 1,201,600
2 | Jan. 31,1963 182 | 1, 575, 560 700, 229 645, 892 54,337 638,845 61,384 08. 446 3.075 98. 458 3.050 98. 444 3.078 600, 310
9 | Nov. 8,1962 91 { 1,971,875 | 1,300,901 | 1,083,791 217,110 | 1,172,790 | 128,111 99. 292 2.801 99. 304 2.753 98. 282 2.840 | 1,204,210
9 | Feb. 17,1963 182 | 1,202, 587 70, 352 650, 202 50, 060 637, 581 62,771 98. 489 2.990 | 298 496 2.975 98.474 3.018 600, 0
16 | Nov. 15,1962 91 | 2,078,302 | 1,300,652 | 1,055,169 245,483 | 1,268, 490 42,162 99.275 2.867 | 299.283 2.836 99.271 1, 200, 40
16 | Feb. 14,1963 182 | 1,765,901 703, 844 2, 266 61, 578 81, 527 22,317 98.453 3.060 | 298.471 (  3.024 98. 452 3.062 600, 423
23 | Nov. 23,1962 92 | 2,003,064 | 1,300,806 | 1,072,454 228,352 | 1,202,940 97, 866 99.275 2.837 | 299.278 2.825 99.271 2.853 | 1,300, 412
23 | Feb. 21,1963 182 | 1,651,071 699, 743 , 534 60, 209 646, 137 53, 606 98. 491 2.984 98. 498 2.971 98. 488 2.991 600, 9:
30 | Nov. 29,1962 91 | 2,247,662 | 1,300,839 | 1,092,381 208,458 | 1,218,463 82,376 99.201 2. 806 99. 296 2.785 99. 288 2.817 | 1,301,155
30 | Feb. 28,1963 182 | 1,259,495 700, 150 9, 770 50, 380 57, 892 42, 258 98. 526 2.916 98. 534 2. 900 98, 523 2.922 00, 231
Sept. 6 | Dec. 6,1962 91 1 2,054,192 | 1,301,392 | 1,095,925 205,467 | 1,223,286 78,106 99. 284 2,834 99, 291 2. 805 99. 279 2.852 | 1,301,003
6 | Mar. 17,1963 182 | 1,332,153 700, 303 200 48,103 57, 232 43,071 98. 495 2.977 | 298.505 2.957 98, 491 2.985 600, 851
13 | Dec. 13,1962 91 | 2,377,161 | 1,300,907 | 1,028,964 271,943 | 1,285,714 15,193 99, 295 2.789 99. 208 2.7 99. 292 2.801 | 1,300,405
13 | Mar. 14,1963 182 | 1,290, 537 700, 587 630, 295 70, 292 696, 964 3,623 98. 528 2.911 98. 538 2.892 98. 521 2.925 600, 291
20 | Dec. 20,1962 91 | 2,264,810 | 1,301,202 | 1,016,779 284,423 | 1,097,17C | 204,032 99. 293 2.796 99. 300 2.769 99. 292 2.801 | 1,300, 743
20 { Mar. 21,1963 182 | 1,375,198 00, 445 21, 951 78,494 646, 936 53, 509 98. 503 2.962 | 298.509 2.949 98. 498 2.971 00, 081
27 | Dec. 27,1962 91 | 2,150,382 | 1,300,422 | 1,060,073 -240,349 | 1,234,674 65, 748 99. 305 2.749 99. 310 2.730 99, 302 2.761 | 1,300,482
27 | Mar, 28,1963 182 | 1,777,239 700, 115 639, 479 60, 636 656, 782 3,333 98. 516 2.938 98. 518 2.931 98. 514 2.939 600,
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1963
Oct, 4| Jan, 3 91
4| Apr. 4 182
11 | Jan. 10 91
11 | Apr, 11 182
18 | Jan. 17 91
18 | Apr. 18 182
25 | Jan, 24 91
25 | Apr. 25 182
Nov, 1] Jan. 31 91
1| May 2 182
8 | Feb. 7 91
8 | May ¢ 182
Jan, 17 63
Jan, 24 70
Jan, 381 77
Feb, 7 84
315 | Feb, 14 91
Feb, 21 98
Feb. 28 105
Mar, 7 112
Mar, 14 119
Mar, 21 126
15 | Feb, 14 91
15 | May 16 182
23 { Feb. 21 90
23 | May 23 181
29 | Feb. 28 91
29 | May 31 183
Dec., 6 | Mar, 7 91
6 | June 6 - 182
13 | Mar, 14 91
13 | June 13 182
20 | Mar, 21 91
June 20 182
27 | Mar, 28 91
27 | June 27 182

1968

Jan. Apr. 4 91
July 5 183
10 | Apr. 11 91
10 | July 11 182
17 | Apr. 18 91
17 | July 18 182
24 | Apr. 25 91
24 | July 25 182
31 | May 2 91
31| Aug. 1 182

2,010, 655

1,760,714

2,410, 060

2,324,723

1,197,214

1, 300, 455

702, 298

1,001, 310

1, 302, 307
7

"799, 994

1, 089, 603

44, 646

988, 050

1, 062, 201

749 027

1,092,118
759, 266

751,192

210, 852

57,652

13,260

52, 540

208, 937
41, 236
293, 957
, 818
331,932
70,734

1,143,521

1,001, 310

1,228, 507
574

778, 504

24 001

133, 351

21,490

99. 248

99. 260

98.498

2. 866

298, 526

99. 258

2.827

2.876

1, 300, 530

600, 048
1, 200, 801

4700, 229

Footnotes at end of table,

SLIGTHXH



Summary of information pertaining to Treasury bills issued during the fiscal year 1963—Continued

[Dollar amounts in thousands}

Maturity value Prices and rates
Tenders accepted Total bids accepted Competitive bids accepted Amount
Days maturing
Date of Date of to N on issue
issue maturity matur-; Total Equiva- High Low date of
ity t applied On On non- Average lent new
for Total competi- | competi- For In price average . . offering
accepted tive tive cash exchange per rate Price per | Equiva- | Price per | Equiva-
. basis basis hundred |( percent) hundred | lent rate | hundred | lent rate
(percent) (percent)
Regular Weekly—Continued
1963 1968
Feb. 7| May 9 91 |$1,911,723 [$1, 300,787 1$1,066,970 | $233,817 |$1, 198, 531 | $102, 256 99. 255 2.947 99. 266 2. 904 99, 251 2,963 1%1, 300, 942
Aug, 8 182 | 1,338,156 799,1 747, 6! 51, 756, 9: , 217 98. 486 2.995 98. 500 2.9687 98, 481 3.005 | 4700,352
14 | May 16 91 | 2,426,733 | 1,303,318 | 1,033,388 269,930 { 1,250,389 52,929 99. 256 2.944 99. 262 2.920 99. 255 2.947 | 1,302, 307
14 | Aug, 15 182 | 1,270,278 800, 741,262 58, 77. 777,086 22,949 98. 486 2. 995 98. 492 2.983 98. 482 3.003 | 703,844
21 | May 23 91 | 2,343,878 1 1,300,254 | 1,051,103 249,151 { 1,173,683 | 126,571 99. 266 2.905 99. 270 2.888 99. 264 2,912 | 1,300,096
21 | Aug, 22 182 | 1,496,420 800, 397 46, 53,813 757,974 42,423 98. 499 2.969 | 298. 506 2. 955 98. 494 2.979 | 699,743
28 { May 31 92 11,956,072 | 1,300,116 | 1,087,480 212,636 | 1,178,530 | 121, 586 99. 267 2. 870 99. 276 2. 833 99. 262 2.888 | 1,300, 386
28 | Aug. 29 182 1 1,207,523 800, 153 53, 953 6, 200 755,049 45,104 98. 523 2,922 98. 630 2.908 98. 514 2.939 | 700,150
Mar. 7 | June 6 91 | 1,980,959 | 1,301,346 | 1,069, 946 231,400 | 1,179,010 | 122,336 99. 268 2.897 | 299.274 2.872 99. 264 2.912 | 1,300,313
7| Sept. 5 182 { 1, 406, 838 00, 547 761,1 49, 427 741,036 59, 511 98. 515 2.938 98. 522 2.924 98, 510 2. 947 00, 303
14 | June 13 91 | 2,042,052 { 1,300,377 | 1,034,053 266,324 { 1,196,852 | 103, 525 99. 275 2.870 99, 280 2.848 99. 270 2,888 | 1,300, 707
14 { Sept. 12 182 | 1, 428, 657 800, 265 43,146 57,119 781, 645 8, 620 98, 518 2. 931 98. 526 2.916 98, 513 2.941 | 4700, 587
21 | June 20 91 | 2,335,879 | 1,301,314 | 1,018,999 282,315 | 1,125,683 | 175,631 99. 266 2.002 | 299.275 2,868 96, 265 2.908 | 1,301,005
21 | Sept. 19 182 | 1, 305, 439 00, 595 36, 479 64,116 746, 246 54,349 98. 506 2.955 | 298.513 2. 941 98, 502 2,963 | ¢700,445
28 | June 27 91 | 2,132,535 | 1,300,849 | 1,053, 888 246,961 | 1,153,563 | 147,286 99. 262 2.919 99. 270 2 99. 260 2,927 | 1,309,071
28 | Sept. 26 182 | 1,458,712 800, 046 749, 646 50, 400 746, 091 53, 955 08.495 2.977 | 298 502 2.963 98. 492 2,983 700, 115
Apr. 4 |July 5 92 | 2,080,876 | 1,300,470 | 1,077, 966 222,504 | 1,174,762 | 125,708 99. 253 2.922 99. 265 2,876 99, 251 2.931 | 1,301,055
41! 0ct. 3 182 | 1,454,124 00, 033 746, 346 53, 687 56, 386 43, 647 98. 492 2.982 98. 498 2.971 98. 489 2. 989 01, 063
11 | July 11 91 | 2,292,009 | 1,302,008 | 1,031,714 270,294 | 1,165,627 | 136,381 99. 264 2.913 99. 267 2. 900 99. 263 2,916 | 1,300,877
11 { Oct. 10 182 | 1, 553,177 801, 369 741,193 60,176 748, 066 53,303 98. 495 2.978 98. 500 2. 967 98. 493 2.981 00, 610
18 | July 18 91 | 2,351,566 | 1,300.736 991, 323 309,413 | 1,284,209 18, 527 99. 263 2.9017 99. 266 2.904 99. 261 2.924 | 1,301,077
18 | Oct. 17 182 | 1,484,964 800, 442 732,603 67, 839 796, 505 3, 937 98.478 3.010 | 298.484 2.909 98, 476 3.015 00, 038
26 | July 25 91 | 2,258,555 | 1,300,237 | 1,057,123 243,114 | 1,206, 898 93, 339 99, 271 2.884 99. 275 2.868 99. 270 2,888 | 1,302,094
25| Oct. 24 182 | 1, 670, 359 1, 100 739,177 61,923 67, 734 33,366 98. 492 2.982 | 298,496 2.975 93. 401 2. 985 00, 279
May 2| Aug. 1 91 | 2,054,396 | 1,301,685 | 1,083,337 218,348 | 1,208,990 92, 695 99, 268 2.897 99, 274 2.872 99. 266 2.904 | 1,300,475
2| Oct. 31 182 | 1, 667, 689 800, 950 743. 485 57, 465 769, 481 31, 469 98, 489 2,989 | 2908.494 2.979 08. 488 2. 991 700, 787
91 Aug. 8 91 | 2,119,270 | 1,300,975 ; 1,078,897 222,078 | 1,150,106 | 150,869 99. 266 2.905 99. 270 2.888 99, 2684 2,912 | 1,300,787
9 | Nov. 7 182 | 1,714, 600 801, 786 747,081 54,705 743, 576 58, 210 98, 487 2.993 98. 496 2.975 98, 4385 2.997 02, 298
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16 | Aug. 15 91 | 2,397,233 | 1,301, 508 | 1,054, 599 246,909 | 1,288,147 13, 361 99. 266 2.903 | 99.270 2.888 99. 265 2.908 | 1,303,318
16 | Nov. 14 182 | 1,583,305 00, 667 732,058 68, 609 796, 260 , 407 98. 488 2.9%0 98. 494 2.979 98. 487 2.993 701, 326
23 ug. 22 o1 | 2,179.620 | 1,301,692 | 1,079, 869 221,823 | 1,159,986 | 141,706 99. 261 2.922 99. 270 2.888 99. 260 2.927 | 1,300, 254
23 | Nov. 21 182 | 1,472,523 00, 428 42,071 58, 357 736, 362 64. 066 98. 481 3. 005 98. 490 2.987 98,478 3.011 799, 994
31 | Aug. 29 90 1 2,034,199 | 1,302,377 | 1,109,293 193,084 | 1,144,034 | 157,443 99. 257 2.973 1 299.200 2. 960 99. 255 2.9%0 | 1,300,116
31 | Nov. 29 182 | 1,411,162 801, 296 752,145 49,151 798, 506 2, 790 98. 455 3.055 98. 462 3.042 98. 455 3.055 00, 744
June 6 | Sept. 5 91 | 2,188,017 | 1,302. 566 | 1,089, 682 212,884 | 1,165,286 | 137,280 99, 235 3.027 | 299.238 3.015 99. 233 3.034 | 1,301,346
6| Dec. 6 182 | 1, 551, 800 800. 219 749, 290 50, 929 747,318 52,901 98. 434 3.098 | 298,438 3.090 98. 431 3.104 0, 86
13 | Sept. 12 91 | 2,128,489 { 1,300,264 | 1,056,218 244,046 | 1, 285,987 14,277 99. 248 2.975 99. 254 2.951 99, 245 2.987 | 1,300,377
13 | Dec. 12 182 | 1,475,621 800, 929 743, 461 57,468 797, 543 3,386 98. 452 3.063 98. 458 3. 050 98. 448 3.070 800, 996
20 | Sept. 19 91 | 2,304,350 | 1,301,702 | 1,058,151 243, 551 | 1,100.040 | 201,662 99, 242 2.997 | 299.245 2.987 99. 241 3.003 | 1.301, 314
20 | Dec. 19 182 | 1,364,904 800, 700 739, 604 61, 096 735,252 65,448 98. 442 3.081 O8. 452 3.062 98, 440 3.086 799, 979
27 | Sept. 26 91 | 1,912,450 | 1,301,835 | 1,056,872 244,963 { 1,172,520 | 129,315 99. 247 2.979 99, 252 2. 959 99. 244 2.991 ( 1,300,849
27 | Dec. 26 182 | 1,440,997 798, 837 741, 095 57,742 754, 346 44, 491 98. 448 3.070 98. 452 3. 062 08. 446 3.074 801, 567
Tax Anticipation
1962 1963
Oc]t‘.gesb’ Mar. 22 170 185,945,771 183,005,221 [$2, 440,445 | $564, 776 ($3,005, 221 [ccmcnueans 98. 765 2.616 | 298.820 2.499 98. 757 2.632 |
Feb. 6| June 24 138 | 2,061, 768 | 1,000, 684 958, 366 42,318 | 1,000,684 |-oeeeeeen- 98. 877 2.929 98. 891 2. 893 98. 873 2.940 [-ooceinnnn
Mar. 22 | June 24 . 94 | 2,442,188 | 1. 502,258 | 1, 454, 959 47,299 | 1,502,258 |.. 99. 254 2.855 99. 261 2.830 99. 251 2.869 [cococcnnnn
One-Year
1962 1963
July 15 | July 15 365 |$3, 722,270 |$2, 003, 591 |$1,778,019 | $224, 672 [$1,987, 341 $16, 250 96. 698 3.257 | 296.730 3.225 96. 682 3.273 %2, 003, 516
0011:.‘:16‘315 Oct.j;& 365 | 4,534,991 | 2,500,103 { 2,315,051 185,052 | 2,310,069 | 190,034 96. 989 2.969 | 297.019 2.940 96. 980 2.979 | 2,003,463
Jan, 15 | Jan. 15 365 | 5,244,361 | 2,486,151 | 2,252,941 243, 210 | 2, 457, 503 38, 648 96. 943 3.015 | 296.958 3.000 96,938 | 3.020 | 2,001,255
Apr. 15| Apr. 15 366 | 4,047,588 | 2,500,763 | 2,310,022 190, 741 | 2, 416, 618 84,145 96. 887 3.062 | ?96.899 3.050 96. 831 3.068 { 2,000, 754

261 Tht]a{ 13-week bills represent additional issues of bills with an original maturity of
weeks.

2 Relatively small amounts of bids were accepted at a price somewhat above the
high 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,

3 An additional $100 million each of 10 series of weekly bills issued in a strip for cash
(see press releases dated Nov. 1 and Nov. 7, 1962, in this exhibit).

¢ In addition, $100,131,000 of the strip of bills issued on Nov. 15, 1962, matured.

NotE.—The usual timing with respect to issues of Treasury bills is: Press release
inviting tenders, 8 days before date of issne; closing date on which tenders are accepted,
3 days before date of issue; and press release announcing acceptance of tenders, 2 days

before date of issue. Figures are final and may differ from those shown in the press
release announcing preliminary results of an offering. .

Noncompetitive tenders (without stated price) from any one bidder were accepted
in full at the average price for accepted competitive bids for each issue up to the follow-
ing amounts: 13-week issues, $200,000; 26-week issues, $100,000; strip of bills, $100,000

(in even multiples of $10,000); tax anticipation series of Oct. 3, 1962, $400,000, tax antic- ~

ipation series issued on Feb. 6 and Mar. 22, 1963, $200,000; and one-year issues, $400,000.
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 Treasury bills of the tax anticipation series dated Oect. 3, 1962,
allotted to them for themselves and their customers up to any amount for which they

. were qualified in excess of existing deposits when so notified by the Federal Reserve

Bank of their district:

SLIGTHXH
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Guaranteed Obligations Called

ExmiBIT 6.—Calls for partial redemption, before maturity, of insurance fund
debentures

During the fiscal year 1963, there were 16 calls for partial redemption, before
maturity, of insurance fund debentures, 8 dated September 21, 1962, and the
others dated March 21, 1963. The notices of call were published in the Federal
Registers of September 28 1962, and March 29 1963. The notice covering the
thirteenth call of the 2}, 2A;, 2/;, 2%, 3, 3%, 3}4, 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 28, 1962

To Holders of 2%; 25%; %%; 2%; 3; 3%; 3%; 8%; 3%; 3%; 8%; and 4% Percent Mutual
Mortgage Insurance Fund Debentures, Series AA

NOTICE OF CALL FOR PARTIAL REDEMPTION, BEFORE MATURITY, OF 24, 234, 2%,
2%, 3, 316, 34, 3%, 314, 334, 376, AND 4} PERCENT MUTUAL MORTGAGE INSURANCE
FUND DEBENTURES, SERIES AA

Pursuant to the authority conferred by the National Housing Act (48 Stat.
1246; U.S.C,, title 12, sec. 1701 et seq.) as amended, public notice is hereby given
that mutual mortgage insurance fund debentures, Series AA, of the interest
rates, denominations and serial numbers designated below, are hereby called for
redemption, at par and accrued interest, on January 1, 1963, on which date interest
on such debentures shall cease:

214, 2%, 2%, 2%, 8, 3%, 3%, 3%, 3%, 3%, 8%, and 4¥% Percent Mutual Mortgage Insur-
-ance Fund Debentures, Series AA
Serial numbers

Denomination (all numbers inclusive)
850 - e e 12,875 to 13,306
100 e {49,511 to 56,397
56,399 to 56,509
13,330 to 13,331
500 - - e e e e e 13,333 to 15,091
15,115 to 15,137
1,000 - e e 40,087 to 46,293
5,000 e {1 1,702 to 13,362
13,368 to 13,369
10,000 . e { 8,062 to 9,030

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, 1962. This does not affect the right of the holder of a deben-
ture to sell and assign the debenture on or after October 1, 1962, and provision
will be made for the payment of final interest due on Ja.nuary 1, 1963, with
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, 1962,
to December 31, 1962, 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, 1963, or for purchase prior to that date will be given by the
Secretary of the Trea,sury

APPROVED: September 24, 1962
GEORGE F. STICKNEY, NearL J. Harpy,
Deputy Fiscal Assistant Secretary of the Treasury. Commisstoner.



Summary of information contained in the notices of call for partial redemption of insurance fund debentures during the fiscal year 1963

2%, 256, 2%4, 274, 8, 318, 3%,
334, 3%, 334, 374, and 416 per-
cent mutual mortgage in-
surance fund debentures,
Series AA, thirteenth call

2%, 2%, 234, 278, 3, 34, 34,

, 314 3%,3/§,and4}éper-

cent mutual mortgage in-

surance fund debentures,
Series AA, fourteenth call

3% and 414 percent housing
insurance fund debentures,
Series BB, ninth call

3%
section 220, housing insurance
fund debentures, Series CC,
third call

Notice of call oo eieeaas
Redemption date
Serial numbers called by denominations:

100.

Final date for transfers or denominational
exchanges (but not for sale or assignment).
Redemption on call date, amount of interest

per $1,000 paid in full with principal.

Preslgntatlon for purchase prior to cal] date

erio

Amount of accrued interest per $1,000 per
day paid with principal,

"Sept. 21, 1962 . oot

Jan. 1, 1963

12875-13306 - oo e ecmeeen
49511-56397, 56399-56509. _ ...

1333(1)513331, 13333-15001, 15115
7.

8066-9030, 9037
Sept. 30, 1962.

$12,50 for 214%, $13.125 for
2%6%, $13.75 for 234%, $14.375
for 2%%, $15.00 for 3%,
$15.625 for 314%, $16.25 for
3% %, $16.875 for 334%, $17.50
for 3%%, $18.75 for 334%,
$19.375 for 376%, $20.625 for
4%,

Oct. 1-Dec. 31,-1962

$0.067935 for 2%6%,, $0.071332 for
254%, $0.074728 for 234%,
$0.078125 for 274%,, $0.081522

. for 3%, $0.084918 for 314%,
$0.088315 for 334%, $0.091712
for 334%, $0.095109 for 314%,
$0.101902 for 334%, $0.105299
for 374%, $0.112092 for 414%,,
from July 1, 1962, to date of
purchase.

Mar. 21,1963 ________________.

July 1,1963. ..ol Jan.

13307-13919.

Sept. 21,1962 . _ __oooo__.
.1, 1963

56398, 66510-83316, 63850-53853,
1509215114, 15138-16878, 16981
46204-52259, 53325.. _

13363—13367, 13370-15041, 15288

.| 9031-9036, 8038-9962.. .- - - ocneo-

Mar. 31,1963, . cococcceeaees

$12.50 for 21s%, $13.125 for
2546%, $13.75for 234%, $14.375
for 2%%, $15.00 for 3%,
$15.625 for 314%, $16.25 for
3%%,$16 875 for 336%, $17.50
315%, $18.75 for 334%,

219 .375 for 374%, $20.625 for

4%%.

Apr, 1-June 30, 1963 ...

$0.069061 for 235%, $0,072514 for
2%%, $0.075967 for 234%,
$0.079420-for 274%, $0.082873
for 3%, $0.086326 -for 3%%,
$0.089779 fo1 3449, $0.00:
for 336%,, $0.096685 for 3} é%
*$0.103591 for 334%, $0.107044
for 3%%, $0.113950 for 418%,
from Jan, 1, 1963, to date of
purchase.

3000-3103
Sept. 30, 1962

$15.625 for 334%, $20.625 for
418%

Co

Oct. 1-Dec. 31, 1962

$0.084918 for 3%%, $0.112092 for
41£%, from July 1, 1962, to
date of purchase.

Sept. 21, 1962.
Jan, 1, 1963.

9-10.
36-63.

12-20,

36-€6.
3-16.

Sept. 30, 1962.

$16.25 for 3%4%, $17.50 for
3%%, $18.75 for 334%, $20.625
for 414%.

Oct. 1-Dec. 31, 1962,

$0,088315 for 3Y4%, $0.005109 for
3169, $0.101902 for 3%4%,
$0.112092 for 414%,, from July
1, 1962, to date of purchase,

31%, 334, and 43§ percent

SLIIHXT
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Summary of information contained in the notices of call for partial redemplion of insurance fund debentures during the fiscal year 1963—

Continued

3%, 334, 4, and 436 percent sec-
tion 220, housing insurance
fund debentures, Series CC,

fourth callo. oo o.

25é 2/€, 3, 3%, 34, 338, 3%,
3%, 3%, and 4}8 percent
servicemen’s mortgage in-
surance fund debentures,
Series EE, tenth call

2%, 274, 3, 3%, 34, 336, 3%.
3%, 374, and 4% percent
servicemen’s mortgage in-
surance fund debentures,
Series EE, eleventh call

24, 234, 334, 314, and 334 per-
cent armed services housing
mortgage insurance fund de-
beﬁtu:es, Series FF, sixth
ca.

Notice of call Mar. 21, 1963 oo Sept. 21, 1962 .o Mar, 21, 1963 .o ee e
Redemption date July 1, 1968 - ool Jan. 1,1963 .. . July 1, 1963 ccme e ceeaeo
Serial numbers called by denominations:
$50. .. 11-14, 379437 438-577
100_. 64-82 2446-2876 2877-4080
500_.. 21-27. 640-757__ 758-1068
-1,000. 67-81 2316-2700 2701-3835, 3871 - o eeeemeas
5,000. 17-20, 549639 86
10,000. 0484 00561 ___ - oo e 562680 o cicccmacacaae

Fina) date for transfers or denominational ex-
changes (but not for sale or assignment),

Redemption on call date, amount of interest
per $1,000 paid in full with principal.

Presentation for purchase prior to call date:
Period

Amount of accrued interest per $1,000 per
day paid with prineipal.

221
Mar. 31, 1963.c e eeecececnaen

$17 50 for 3%%, $18.75 for 3%%,
20.00 for 4%, $20.625 for

%%.

Apr.1-June 30, 1963.. .. _.._
$0 096685 for 3%%. $0.103591
for 334%, $0.110497 for 4%,
$0.113950 for 414%, from Jan.
1, 1963, to date of purchase.

5 .
Sept. 30, 1962. ... __

$13.125 for 234%, $14.375 for
27%%, $15.00 for 3%, $15.625
for 314%, $16.25 for 314%,
$16.875 for 334%, $17.50 for
314%, $18.75 for 334%, $19.375
for 374%, $20.625 for 416%,.

Oct. 1-Dec. 31,1962 ._____.__._
$0.071332 for 236%, $0.078125
for 274%, $0.081522 for 3%,
$0.084918 for 316%, $0.088315

for 334%, $0.105299 for 3%%.
$0.112092 for 414%, from July
1, 1962, to date of purchase.

$13.125 for 2%4%, $14.375 for
274%, $15.00 for 3%, $15.625
for 316%, $16.25 for 314%,
$16.875 for 334%, $17.50 for
3%%, $18.75 for 3% %, $19.375
for 374%, $20.625 for 416%.

Apr, 1-June 30, 1963.
$0.072514 for 2%% .0
for 274%, $0.082873 for 3%,
$0.086326 for 316%, $0.089779
for 3149, $0.093232 for 334%,,
$0.096685 for 314%, $0.103591
for 334%, $0.107044 for 374%,
$0.113950 for 4%4%, from Jan.
1, 1963, to date of purchase.

Mar. 21, 1963.
July 1, 1963.

5-39,

1369-2149.
Mar. 31, 1963.

$12.50 for 214%, $13. 75 for 2%%,

$16.875 for 3349, $17.50 for
3%%, $18.75 for 3%%.

Apr. 1-June 30, 1!

$0.069061 for 2%% $0 075967 for

2%4%, $0.93232 for 33£%,
$0.096685 for 336%, $0.103591
for 3%%, from Jan. 1, 1963,
to date of purchase.

0ve
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214 percent war housing in-
surance_fund debentures,
Seﬁies H, twenty-seventh
ca.

2Y4 percent war housing in-
surance fund debentures,
Series H, twenty-eighth call

214 percent Title I housing in-
surance fund debentures,
Series L, sixteenth call

214 percent Title I housing in-
surance fund debentures,
Series L, seventeenth call

Notice of call Sept. 21, 1962_ . _coooooooo... Mar. 21, 1963 . ooaaaeces Sept. 21, 1962 oecooeeeen
Redemption date Jan, 1, 1963 e eecceceeae July 1, 1963 Jan, 1,
Serial numbers called by denominations;
$50 e m e emmeeas 47404823 48244858, 180-187.
100.. - ---| 17393-18213, 18214-18496. 418-443
500- . . _ | 4946-5296 5297-5363 169-180.
1,000. 21155-22079. e cceeecmcacaen 22080-22297. 622-643.
5,000. . ... 4926-5115. 5116-5158,
10,000. ... 4721149969, « e cceccccraeeean 49970-50988, 51000 PR
Final date for transfers or denominational Sept. 30, 1962 Mar, 31, 1963 Sept. 30, 1962 cccccecocccaaaane
exchanges (but not for sale or assignment).
Redemption on call date, amount of interest | $12. 50 $12. 50. $12. 50
per $1,000 paid in full with principal.
Presentation for purchase prior to call date:
Period. . Oct. 1-Dec. 31, 1962 oo ... Apr. 1-June 30, 1963_..c.cecaen Oct, 1-Dec. 31, 1962 .o oo

‘Amount of acerued interest per $1,000 per
day paid with principal.

$0.067935 from July 1, 1962, to
date of purchase.

1963
$0.069061 from Jan. 1, 1963, to
date of purchase.

1962
$0.067935 from s uly 1, 1962, to
date of purchase,

Mar. 21, 1963.
Tuly 1, 1963.

Mar. 31, 1063,
$12. 50,

Apr. 1-June 30, 1963,
$0.069061 from Jan. 1,

1963, to
date of purchase.

SLIFGIHXHT
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Summary of information contained in the notices of call for partial redemption of insurance fund debentures during the fiscal year 1963—

Continued

23 percent Title I housing
insurance fund debentures,
Series R, fourteenth call

234 percent Title I housing
insurance fund debentures,
Series R, fifteenth call

3 percent Title I housing in-
surance fund debentures,
Series T, thirteenth call

3 percent Title I housing in-
surance fund debentures,
Series T, fourteenth call

Notice of call
Redemption date.....
Serial numbers called by denominations:

5,000 B - ..
Final date for transfers-or denominational
exchanges (but not for sale or assignment).
Redemption on call date, amount of interest
per $1,000 paid in full with principal.
Presentation for purchase prior to call date:
Period
Amount of accrued interest per $1,000
per day paid with principal.

Jan, 1,

Oct. 1-Dec. 31,1962 . e ...
$0.074728 from July 1, 1962, to
date of purchase.

Apr. 1-June 30, 1963___._______
$0.075967 from Jan. 1, 1963, to
date of purchase.

Sept. 21, 1962
Jan, 1, 1963

Oct. 1-Dec. 31, 1962 . .____..__
$0.081522 from July 1, 1962, to
date of purchase.

Mar. 21, 1963.
July 1, 1963.

508-540.

1689-1956.

572-620.

1086-1392.

Mar. 31, 1963.
$15.00.

Apr. 1-Tune 30, 1963.

$0.082873 from Jan. 1, 1963, to
date of purchase.

474
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Regﬁlations

ExuiBIT 7.—Third amendment, January 29, 1963, to Department Circular
No. 905, Second Revision, United States savings bonds, Series H

TREASURY DEPARTMENT,
Washington, January 29, 1963.

Section 332.10 of Department Circular No. 905, Second Revision, dated
September 23, 1959 (31 CFR, 1962 Supp., 332), is hereby supplemented by the
addition of subsection (c) as follows:

(¢) Identifying numbers—The applicant will furnish the appropriate identi-
fying number of the owner or first-named coowner, as the case may be, required
to be used on tax returns and other documents submitted to the Internal Revenue
Service (an individual’s social security account number or employer identification
number), and the issuing agent will, in addition to the other data preseribed by
sec. 332.5, include such 1dent1fy1ng number on the bond following the name of
the owner or first-named coowner.

DougrLas DILLON,
Secretary of the Treasury.

ExHIBIT 8.—Notice of Revocation of 1947 Treasury Department Circular
No. 811

TREASURY DEPARTMENT,
Washington, September 17, 1962.

Effective as of the close of business September 29, 1962, banks and other
financial institutions will no longer be authorized to redeem Armed Forces leave
bonds. Treasury Department Circular No. 811 (31 CFR 325), relating to pay-
ments by banks and other financial institutions in connection with redemption
of Armed Forces leave bonds, 1s revoked effective at the close of business
September 29, 1962.

DovgLas DiuLon,
Secretary of the Treasury.

ExHIBIT 9.—Second amendment, September 17, 1962, to Department Cir-
cular No. 793, Revised, regulations governing Armed Forces leave bonds

TrEASURY DEPARTMENT,
Washington, September 17, 1962.

Department Clrcular No. 793, Revised, dated August 1, 1947 (31 CFR 1947
Supp., Part 324), is hereby amended and revised, ‘effective as of the close of
business September 29, 1962.

AuTHORITY: Armed Forces Leave Act of 1946, as amended (60 Stat. 963; 61
Stat. 510; 62 Stat. 506; 37 U.8.C. 32, 35); and Second Liberty Bond Act as
amended (31 U.8.C. 757c)

Section 324.8 is rescinded.

Section 324.9 is amended to read as follows:

SEc. 324.9. Payment of bonds.

(a) Execution of request and presentation for payment.—A registered owner
must identify himself to an authorized certifying officer and must sign
the request for payment of his bond in the presence of such officer. The
bond should be presented and surrendered direct or through a bank or
trust company to a Federal Reserve Bank or branch or to the Treasurer
of the United States, Washington 25, D.C., except that any bond marked
“pyupLICATE” should be forwarded to the Bureau of the Public Debt,
Division of Loans and Currency, Washington 25, D.C.

(b) Certification of request.— After the registered owner has identified him-
self and signed the request for payment, the certifying officer should
complete the certification appearing at the end of the form for request
for payment and imprint his official seal or stamp. An embossing seal
should not be used for this purpose. If the officer has no other seal, he

-should prepare & separate certification which describes the bond, complete
and sign it and impress the seal thereon.
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(¢) Certifying officers—The following officers are authorized to certify
requests for payment of Armed Forces leave bonds:

(1) Banks, trust companies and branches.—Any officer of any bank or
trust company incorporated in the United States or its organized
territories, or domestic or foreign branch of such bank or trust
company, including those doing business in the organized territories
or insular possession of the United States under Federal charter or
organized under Federal law; Federal Reserve Banks, Federal land
banks, and Federal home loan banks; and any employee of any such
bank or trust company expressly authorized by the corporation for
that purpose, who should sign over the title ‘‘Designated Employee’’;

(2) Veterans’ home or hospital or other facility.—The officer in charge of
any home, hospital, or other facility of the Veterans Administration
(only for patients and members of such facilities); )

(3) Foreign countries.—Any United States diplomatic or consular
representative; a notary or other officer authorized to administer
oaths, whose certification must be accompanied by a certificate as to
his official character and jurisdiction certified by a United States
diplomatic or consular officer under seal of his office (see (b) above);

(4) Armed forces—Commissioned officers of the Army, Navy, Air Force,

Marine Corps, and Coast Guard of the United States for members
of their establishments or civilian employees (and the families of such mem-
bersoremployees) under theirjurisdiction, personsin countriesin which
there are no United States diplomatic or consular representatives
and persons who are in areas remote from such representatives;
Special provisions.—The Commissioner of the Public Debt, the Chief
of the Division of Loans and Currency, or & Federal Reserve Bank
is authorized to make special provision for certification in any
particular case in which none of the officers authorized to certify
requesjc]g1 for payment of Armed Forces leave bonds is readily
accessible.

6

~

“ Dovaras DILLON,
Secretary of the Treasury.

ExuiBIT 10.—Second Revision, April 19, 1963, of Department Circular No.
300, general regulations with respect to United States securities

TrEASURY DEPARTMENT,
Washington, April 19, 1963.

Department Circular No. 300, Revised, dated April 1, 1955, as amended (31
SFRI %%6)1, 9i%3hereby further amended and issued as the Second Revigion, effective

pril 19, .

AUTHORITY: Secs. 306.0 to 306.118 issued under R.S. 3706, 40 Stat. 288, 290,
and 1309, 48 Stat. 343 and 50 Stat. 481; 31 U.S.C. 738a, 739, 752, 752a, 753, 754,
754a, and 754b.

SUBPART A—GENERAL INFORMATION

Sec. 306.0. Applicability of regulations.—These regulations apply to all United
States transferable and nontransferable securities,! other than United States
savings bonds, to the extent specified in these regulations, the offering circulars
or special regulations governing such securities.

See. 306.1 Offictal agencies.

(a) Subscriptions—tenders-bids.—Securities subject to these regulations are
issued from time to time pursuant to ﬁublic offerings by the Secretary of the
Treasury, through the Federal Reserve Banks, fiscal agents of the United States,
and the Treasurer of the United States. Only the Federal Reserve Banks and
branches and the Treasury Department are authorized to act as official agencies,
and subscriptions for securities, tenders for Treasury bills, and bids, to the extent
provided in the regulations governing the sale of Treasury bonds through com-
petitive bidding, may be made direct to them; however, banking institutions may
assist customers with their subscriptions, tenders or bids. )

1 Bonds and other securities issued by certain agencies of the United States and the former Government
of Puerto Rico are subject to these regulations, so far as applicable, under special arrangements with the
fssuing authorities. Information as to their application to any particular transaction in any designated
security will be furnished by the Bureau of the Public Debt, Division of Loans and Currency, Washington
26, D.C., upon request. J
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(b) Transactions after issue.—Transactions in securities after original issue
are largely conducted by the Bureau of the Public Debt, Division of Loans and
Currency, Washington. 25, D.C., and inquiries concerning such transactions
should be directed to it. The Federal Reserve Banks and branches are also
official agencies for the receipt of securities for transactions after issue. The
Federal Reserve Banks and branches are located in the cities indicated by their
names, as follows:

Federal Reserve Bank of Boston. Federal Reserve Bank of St. Louis,
Federal Reserve Bank of New York, Little Rock Branch,
Buffalo Branch. Louisville Branch,

Federal Reserve Bank of Philadelphia. Memphis Branch.

Federal Reserve Bank of Cleveland, Federal Reserve Bank of Minneapolis,
Cincinnati Branch, Helena (Montana) Branch.
Pittsburgh Branch. Federal Reserve Bank of Kansas City,

Federal Reserve Bank of Richmond, Denver Branch,

Baltimore Branch, Oklahoma City Branch,
Charlotte Branch. Omaha Branch.

Federal Reserve Bank of Atlanta, Federal Reserve Bank of Dallas,

Birmingham Branch, El Paso Branch,

Jacksonville Branch, ) Houston Branch,

Nashville Branch, San Antonio Branch.

New Orleans Branch. Federal Reserve Bank of San Fran-

Federal Reserve Bank of Chicago, cisco,

Detroit Branch. Los Angeles Branch,

Portland (Oregon) Branch,
Salt Lake City Branch,
Seattle Branch.

Sec. 306.2. Definitions.—Certain words and terms, as used in these regulations,
are defined as follows:

(a) ‘“Department’’ refers to the Treasury Department.

(b) “Bureau” refers to the Bureau of the Public Debt, Division of Loans and
Currency, Washington 25, D.C.

(¢) “Treasury securities,” “Treasury bonds,” “Treasury notes,” ‘“‘Treasury
certificates of indebtedness,” and ‘““Treasury bills,” or simply ‘securities,”
“bonds,” ‘‘notes,” ‘“certificates,” and ‘“bills,”” unless otherwise indicated by the
context, refer only to transferable securities.

(d) “Transferable securities’” are securities title to which may be transferred
by delivery, or by assignment and delivery, and which may be sold on the market.

(e) “Registered securities’ are either transferable or nontransferable, payable
on their face at maturity or call for redemption before maturity in accordance
with their terms to certain persons whose names and addresses are recorded.
Nontransferable securities, issued only in registered form, are payable according
to their terms to the registered owners or recognized successors in title to the
extent and in the manner provided in the offering circulars or applicable
regulations.

(f) ‘“‘Bearer securities’”” are those which are payable on their face at maturity
or call for redemption before maturity in accordance with their terms to ‘‘bearer,”
the ownership of which is not recorded. Title to such securities may pass by
delivery without endorsement and without notice. “Coupon securities’” are
bearer securities which are issued with interest coupons attached.

(g) “Securities assigned in blank’ or ‘“securities so assigned as to become, in
effect, payable to bearer’”’ refers to registered securities which are assigned by
the owner or his authorized representative without designating the assignee.
Registered securities assigned simply to ““The Secretary of the Treasury’” or in
the case of Treasury Bonds, Investment Series B-1975-80, to ‘“The Secretary
of the Treasury for exchange for the current Series EA or EO Treasury
notes’’ are considered to be so assigned as to become, in effect, payable to bearer.

(h) “Face maturity date’’ is the payment date specified in the text of a security.

(i) “Call date” is the date on which the obligor may make payment before
maturity pursuant to a call for redemption in accordance with the terms of the
security. : :

() “Payment’”’ and ‘“‘redemption,” unless otherwise indicated by the context,
are used interchangeably for payment at maturity or payment before maturity
pursuant to a call for redemption in accordance with the terms of the securities.
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(k) “Redemption-exchange” is any authorized redemption of securities for
the purpose of applying the proceeds in payment for other securities offered in
exchange.

0)] “%&dvance refunding offer’’ is an offer to a holder of a security, in advance
of its call or maturity, to exchange it for another security.

(m) ‘“Coownership” and “‘coowner’’ are used for convenience only to describe
any permitted form of joint ownership.

(n) “Incompetent’’ refers to a person under any legal disability except
minority..

(o) “Court” means one which has jurisdiction over the parties and the subject
matter.

(p) “Identifying number’” means the appropriate identifying number as
required on tax returns and other documents submitted to the Internal Revenue
Service, i.e.,, an individual’s social security account number or an employer
identification number. (NorE: The social security account number is composed
of nine digits separated by two hyphens, for example, 000-00-0000; the employer
identification number is composed of nine digits separated by one hyphen, for
example, 00-0000000. The hyphens are an essential part of the numbers and
must be included.)

Sec. 306.3. Transportation charges and risks in the shipment of securities.—
The following rules will govern transportation to, from, and between the Treasury
Department and the Federal Reserve Banks and branches of securities issued
on or presented for authorized transactions:

(a) The securities may be presented or received by the owners or their agents
in person.

(b) Securities issued on original tssue, unless delivered in person, will be de-
lsivered by registered mail or by other means at the risk and expense of the United

tates.

(c) The United States will assume the risk and expense of any transportation
of securities which may be necessary between the Federal Reserve Banks and
branches and the Treasury.

(d) Securities submitted for any transaction after original issue, if not presented
in person, must be forwarded at the owner’s risk and expense. )

(e) -Bearer securities issued on transactions other than original issue will be
delivered by registered mail, covered by insurance, at the owner’s risk and
expense, unless called for in person by the owner or his agent. Registered se-
curities issued on such transactions will be delivered by registered mail at the
risk of, but without expense to, the registered owner. Should delivery by other
means be desired, advance arrangements should be made with the official agency
to which the original securities were presented.

SUBPART B—REGISTRATION

Sec. 306.10. Registration.

(a) General—The registration used must express the actual ownership of the
security, and may not include any restriction on the authority of the owner to
dispose of it in any manner, except as otherwise specifically provided in these
regulations. The Treasury Department reserves the right to treat the registration
as conclusive of ownership. Requests for registration should be clear, accurate
and complete, and conform substantially with one of the forms set forth in this
subpart. The registration of all securities owned by the same person, organization,
or fiduciary estate should be uniform. The address must include the street and
number, postal zone, rural route, or any other local feature. Individual owners
should be designated by the names by which they are ordinarily known or under
which they do business, preferably including at least one full given name. . The
name of an individual may be preceded by any applicable title, such as “Dr.” or
“Rev.,”” or followed by “M.D.,” “D.D.” or other similar designation. *‘Sr.” or
“Jr.” or any other similar suffix should be used when necessary to distinguish the
owner from any other person. The name of a woman must be preceded by “Miss’’
or “Mrs.,” unless some other applicable title or designation is used. A married
woman’s own given name, not that of her husband, must be used for example,
“Mrs. Mary A. Jones,” Not ‘“Mrs. Frank B. Jones.”

(b) Identifying number.—Requests for registration and assignments for transfer
must include identifying numbers. (See sec. 306.2(p).) Identifying numbers
are not required for foreign governments, nonresident aliens not engaged in
trade or business within the United States, or international organizations and
foreign corporations not engaged in trade or business within the United States
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and not having an office or place of business or a financial or paying agent in the
United States.
Sec. 306.11. Forms of registration for transferable securities—The forms of
registration described below are authorized for transferable securities: )
(a) Natural persons in their own right—In the names of natural persons who
are not under any legal disability, in their own right, substantially as follows:
(1) One person.—In the name of one individual, for example:
John A. Doe (000-00-0000) :
Mrs. Mary C. Doe (000-00-0000)
Miss Mary Ann Doe (000-00-0000)
An individual who is sole proprietor of a business conducted under a trade name
may include a reference to the trade name, for example:
John A Doe, doing business as Doe’s Home Appliance Store (00-0000000)

or
John A, Doe (000-00-0000), d/b/a Doe’s Home Appliance Store
(2) Two or more persons—general—Securities will not be registered in the
name of one person payable on death to another, or in any form which purports
to authorize transfer by less than all the persons named in the registration as
owners (or all the survivors).! Securities registered in the names of husband and
wife should show the husband’s identifying number. Securities registered in the
names of a minor (whether under legal or natural guardianship) and an adult
should show the latter’s identifying number.

(iy With right of survivorship.—In the names of two or more individuals

with right of survivorship, for example:

John A. Doe (000-00-0000) or Mrs. Mary C. Doe or the survivor

Mrs. Mary C. Doe and John A. Doe (000-00-0000) or the survivor

John A. Doe (000-00-0000) or Mrs. Mary C. Doe or Miss Mary Ann Doe or

the survivors or survivor

John A. Doe (000-00-0000) or Mrs. Mary C. Doe

John A. Doe (000-00-0000) and Mrs. Mary C. Doe

@ii) Without right of survivorship.—In the names of two or more individuals in

such manner as to preclude the right of survivorship, for example:
John A. Doe (000-00-0000) and William B. Doe as tenants in common
John A, Jones as natural guardian of Henry B. Jones, a minor, or Robert
C. Jones (000-00-0000), without right of survivorship.
(b) Natural guardians of minors.—A security may be registered in the name of
a natural guardian of a minor for those whose estate no legal guardian or sirnilar
representative has legally qualified, for example:

John Jones as natural guardian of Henry Jones, a minor (000—-00-0000)
Either parent with whom the minor resides, or, if he does not reside with either
parent, the person who furnishes his chief support, will be recognized as his nat-
ural guardian and will be considered a fiduciary. Registration in the name of a
minor in his own right as owner or coowner is not authorized. Securities so regis-
tered, upon qualification of the natural guardian, will be treated as though regis-
tered in the name and title of the natural guardian.

(¢) Incompetents not under guardianship.—Registration in the name of an in-
competent is not authorized, except to the extent provided in sec. 306.57(c) (2).

(dg) Private organizations (corporations, unincorporated associations, and partner-
ships).—A security may be registered in the name of any private corporation,
unincorporated association, or partnership. The full legal name of the organiza-
tion, as set forth in its charter, articles of incorporation, constitution, partnership
agreement, or other authority from which its powers are derived, must be included
in the registration, and may be followed, if desired, by a parenthetical reference to
a, particular account or fund other than a trust fund, in accordance with the rules
and examples given below:

(1) A corporation.—The name of a business, fraternal, religious, or other
private corporation must be followed by descriptive words indicating the corporate
status unless the term ‘“corporation’ or the abbreviation ‘“Inc.” is part of the name

I WARNING: DIFFERENCE BETWEEN TRANSFERABLE TREASURY SECURITIES
REGISTERED IN THE NAMES OF TWO OR MORE PERSONS AND UNITED STATES
SAVINGS BONDS IN COOWNERSHIP FORM. The effect of registering transferable Treasury
securities in the names of two or more persons differs decidedly from registration of savings bonds in coowner-
ship form. Savingsbonds are virtually redeemable on demand at the option of either coowner on his signature
alone. Tsansferable Treasury securities are redeemable only at maturity or upon prior call by the Secretary
of the Treasury. Accordingly, if cash is needed before such time, it can be realized only by sale on the
market, This involves a transfer of ownership which can be accomplished only upon proper assignment
by or in behalf of all owners.

707-484-—64-

18
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or the name is that of a corporation or association organized under Federal law,
such as a national bank or a Federal savings and loan association, for example:
Smith Manufacturing Company, a corp. (00-0000000)
The Standard Manufacturing Corp. (00-0000000)
Jones & Brown, Inc. (00-0000000) (Depreciation Acct.)
First National Bank of __ . _________________ (00-0000000)

(2) An unincorporaied association.—The name of a lodge, club, labor union,
veterans’ organization, religious society, or similar self-governing organization
which is not incorporated (whether or not it is chartered by or affiliated with a
parent organization which is incorporated) must be followed by the words “an
unincorporated association,’”’ for example:

American Legion Post No. ____, Department of the D.C., an unincor-
porated assn. (00-0000000) .
Local Union No. 100, Brotherhood of Locomotive Ingineers, an unin-
corporated association (00—0000000) :
Securities should not be registered in the name of an unincorporated association
if the legal title to its property in general, or the legal title to the funds with which
the securities are to be purchased, is held by trustees. In such a case the securities
should be registered in the title of the trustees in accordance with (h) of this
section. The term ‘“‘unincorporated association’ should not be used to describe
a trust fund, a partnership, or a business conducted under a trade name.

(3) A partnership.—The name of a partnership must be followed by the

words ““a partnership,” for example:
Smith & Brown, a partnership (00-0000000)
Acme Novelty Co., a limited partnership (00-0000000)

(e) States, public bodies and corporations and public officers.—A security may be
registered in the name of a State or county, city, town, village, school district or
other political entity, public body or corporation established by law (including a
board, commission, administration, authority or agency) which is the owner or
official custodian of public funds, other than trust funds, or in the full legal title of
the public officer having custody, for example:

State of Maine (00-0000000)

Town of Rye, N.Y. (00-0000000)

Maryland State Highway Commission (00-0000000)

Treasurer, City of Springfield, Tll. (00-0000000)

Trgggg(g%% )of Rhode Island as Custodian of the State Forestry Fund (00—

(f) States, public officers, corporaiions or bodies of trustees.—A security may be
registered in the title of a public officer or in the name of a State or county, a
public corporation or public body acting as trustee under express authority of
law,lfollowed by appropriate reference vo the statute creating the trust, for ex-
ample: .

State Sinking Fund Commission. trustee of State Highway Certificates of

Indebtedness Sinking Fund under Sec. -.._, Code of S.C. (00-0000000)

Insurance Commissioner of Pennsylvania, trustee for the benefit of the policy-
golders of the Blank Insurance Co. (00-0000000), under Sec. ..., Penna.
Stats.

(2) Ezecutors, administrators, guardians, and similar representatives or fiduci~
aries.— A security may be registered in the names of legally qualified executors,
administrators, guardians, conservators, or similar representatives or fiduciaries
of a single estate. The names of all the representatives or fiduciaries, in the form
shown in their letters of appointment, must be included in the registration and
must be followed by an adequate identifying reference to the estate, for example:

John Smith, executor of the will (or administrator of the estate) of Henry J.
Jones, deceased (00-0000000)

William C. Jones, guardian (or conservator, etc.) of the estate of James D.
Brown, a minor (or an incompetent) (000-00-0000)

William C. Jones, as custodian for John Smith, a minor (000-00-0000),
under the California Gifts of Securities to Minors Act

(h) Private trust estates.—A security may be registered in the name and title of
the trustee or trustees of a single duly constituted private trust, followed by an
adequate identifying reference to the authority governing the trust, for example:

John Jones and Blank Trust Company, Albany, N.Y., trustees under the
will of Sarah Jones, deceased (00-0000000)

John Doe and Richard Roe, trustees under agreement with Henry Jones
dated 2/9/50 (00-0000000)
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The names of all trustees, in the form used in the trust instrument, must be in-
cluded in the registration, except as follows:

(1) If there are several trustees designated as a board or authorized to act as
a unit, their names should be omitted and the words ‘“Board of Trustees’’ should
be substituted for the word ‘“‘trustees,” for example:

Board of Trustees of Blank Company Retirement Fund under collective

bargaining agreement dated 6/30/50 (00-0000000)

(2) If the trustees do not constitute a board or otherwise act as a unit, and
are either too numerous to be designated in the inscription by names and title,
or serve for limited terms, some or all of the names may be omitted, for example:

John Smith, Henry Jones, et al., trustees under the will of Henry J. Smith,

deceased (00-0000000) .

Trustees under the will of Henry J. Smith, deceased (00~0000000)

Trustees of Retirement Fund of Industrial Manufacturing Co., under

directors’ resolution of 6/30/50 (00-0000000)

Sec. 306.12. Noniransferable securittes—Upon authorized reissue, Treasury
Bonds, Investment Series B-1975-80, may be registered in the forms set forth
in sec. 306.11.

Sec. 306.13. Errors in registration.—If an erroneously inscribed security is
received it should not be altered in any respect but the Bureau or a Federal
Reserve Bank or branch should be promptly furnished full particulars concerning
the error and requested to furnish instructions.

SUBPART C—-TRANSFERS, EXCHANGES, AND REISSUES

Sec. 306.15. Transfers and exchanges of securities—closed periods.

(a) General—The transfer of registered securities should be made by assign-
ment in accordance with Subpart F. Transferable registered securities are eligible
for denominational exchange and exchange for bearer securities. Bearer securities
are eligible for denominational exchange, and when so provided in the offering
circular, are eligible for exchange for registered securities. Specific instructions
for the issuance and delivery of the new securities, signed by the owner or his
authorized representative, must accompany the securities presented. (Form PD
1642, 1643, 1644, or 1827, as appropriate, may be used.) Securities presented for
transfer or for exchange for bearer securities of the same issue must be received
by an official agency not less than one full month before the date on which the
securities mature or become redeemable pursuant to a call for redemption before
maturity, and any security so presented which is received too late to comply with
this provision will be accepted for payment only.

(b) Closing of transfer books—The transfer books are closed for one full month
preceding interest payment dates. If the date set for the closing of the transfer
books falls on Saturday, Sunday, or a legal holiday, the books will be closed as of
the close of business on the last business day preceding that date. If registered
securities forwarded for transfer, for reissue, or for exchange for coupon securities,
or coupon securities forwarded for exchange for registered securities are received
by the Bureau during the time the books are closed, the transaction will not be
completed until the first business day following the date on which interest falls
due, when the books are reopened for all purposes. However, denominational ex-
changes, exchanges of Treasury Bonds, Investment Series B-1975-80, for the
current series of EA or EQ 1Y% percent 5-year Treasury notes, and optional re-
demption of bonds at par as provided in sec. 306.28, may be made at any time.

Sec. 306.16. Denominational exchanges of registered securities—No assignment
will be required for the authorized exchange of registered securities for like
securities in the same names in other authorized denominations.

Sec. 306.17. Exchanges of registered securities for coupon securities.—Registered
securities submitted for exchange for coupon securities should be assigned to
“The Secretary of the Treasury for exchange for coupon securities to be delivered
to (inserting the name and address of the person to whom delivery of the coupon
securities is to be made).” Assignments to ‘“The Secretary of the Treasury for
exchange for coupon securities,” or assignments in blank will also be accepted.
The coupon securities issued upon exchange will have all unmatured coupons
attached.

Sec. 306.18. Exchanges of coupon securities for registered securities.—Coupon
securities presented for exchange for registered securities should have all matured
interest coupons detached. All unmatured coupons should be attached, except
that if presented when the transfer books are closed (in which case the exchange
will be effected on or after the date on which the books are reopened), the next
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maturing coupons should be detached and held for collection in ordinary course
when due. If any coupons which should be attached are missing, the securities
must be accompanied by a remittance in an amount equal to the face amount of
the missing coupons. The new registered securities will bear interest from the
interest payment date next preceding the date on which the exchange is made.

Sec. 306.19. Denominational exchanges of coupon securities—All matured in-
terest coupons and all unmatured coupons likely to mature before an exchange
can be completed should be detached from securities presented for denominational

“exchange. All unmatured coupons should be attached. If any are missing, the
securities must be accompanied by a remittance in an amount equal to the face
amount of the missing coupons. The new coupon securities will have all un-
matured coupons attached.

Sec. 306.20. Reissue of registered transferable securities.—Assignments are
not required for reissue of registered transferable securities in the name(s) of
(1) the surviving coowner or coowners of securities registered in the names of
or assigned to two or more persons, unless the registration or assignment includes
words which preclude the right of survivorship, or the words “or either of them,”
(2) a succeeding fiduciary or other lawful successor, (3) an individual, corporation,
or unincorporated association whose name has been legally changed, (4) a cor-
poration or unincorporated association which is the lawful successor to another
corporation or unincorporated association, and (5) a successor in title to a public
officer or body. Evidence of survivorship, succession, or change of name, as
appropriate, must be furnished. No evidence will be required to support as-
signments for redemption for the account of the registered owner(s) or assignee(s),
or for redemption-exchange or pursuant to an advance refunding offer if the
securities offered in exchange are to be registered in substantially the same form.
The appropriate identifying number must be furnished if the registration of the
security submitted does not include such number for the person or organization
to be named on the reissued or new bonds.

Sec. 306.21. Reissue of nontransferable securities.

(a)" Treasury Bonds, Investment Series A—19656.—Bonds of this series may be
reissued only when (1) the name of an owner has been changed, (2) the trustees
in whose names the bonds are registered have been succeeded by other trustees,
and (3) the corporation, unincorporated association, or fund in whose name the
bonds are registered has been succeeded by another corporation or unincorporated
association or fund, by operation of law or otherwise, whereby the business or
activities of the original organization or fund are continued without substantial
change in the successor. Bonds presented for reissue must be accompanied by
pertinent evidence and an appropriate request for reissue. (Form PD 2168
should be used.)

(b) Treasury Bonds, Investment Series B—1975-80.—Bonds of this series may
be reissued only in the names of (1) lawful successors in title, (2) the legal rep-
resentatives or distributees of a deceased owner’s estate, or the distributees of a
trust estate, and (3) State supervisory authorities in pursuance of any pledge
required of the owner under State law, or upon termination of the pledge in the
names of the pledgors or their successors. Bonds presented for reissue must be
accompanied by evidence of entitlement. :

Sec. 306.22. Exchange of Treasury Bonds, Investment Series B-1976-80.—Bonds
of this series presented for exchange for 1} percent 5-year Treasury notes must
bear duly executed assignments to “The Secretary of the Treasury for exchange
for the current series of EA or EO Treasury notes to be delivered to (inserting the
name and address of the person to whom the notes are to be delivered).” The
notes will bear the April 1 or October 1 date next preceding the date the bonds,
duly assigned with supporting evidence, if necessary, are received by the Bureau
or a Federal Reserve Bank or branch. Interest accrued at the rate of 23 percent
on the bonds surrendered from the next preceding interest payment date to the
date of exchange will be ecredited, and interest at the rate of 1% percent on the
notes for the same period will be charged and the difference will be paid to the
owner.

SUBPART D—REDEMPTION OR PAYMENT

Sec. 306.25. Presentation and surrender.

(a) General.—Securities, whether in registered or bearer form, are payable in
due course at maturity unless called for redemption before maturity, in which
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case they will be payable on the redemption date fixed in the call. The Sec-
retary of the Treasury may provide for the exchange of maturing or ealled securi-
ties, or pursuant to an advance refunding offer, may afford owners the oppor-
tunity of exchanging a security, in advance of call or maturity, for another
security. Registered securities should be presented and surrendered for re-
demption to a Federal Reserve Bank or branch or to the Bureau, and bearer
securities to a Federal Reserve Bank or branch or to the Treasurer of the United
States, Washington 25, D.C.!

(b) “Overdue” securities.—If a bearer security or a registered security assigned
in blank, or to bearer or so assigned as to become, in effect, payable to bearer,
is presented and surrendered for redemption after it has become overdue, the
Secretary of the Treasury may require satisfactory proof of ownership. A
security shall be considered overdue after the lapse of the following periods of
time from its face maturity date:

(1) One year for Treasury bonds.
(2) Six months for Treasury notes and certificates of indebtedness.
(3) Three months for Treasury bills.
(4) Other securities:
(i) One year for securities issued for a term of five years or longer.
(ii) Six months for securities issued for a term of one year or more but
less than five years.
(iiiy Three months for securities issued for a term of less than one year.

Sec. 306.26. Redemplion of registered securities at maturily, upon prior call, or
for advance refunding.—Registered securities presented and surrendered for
redemption at maturity or pursuant to a call for redemption before maturity
should be assigned to ‘“The Secretary of the Treasury for redemption,” unless
the assignor desires that payment be made to some other person, in which case
the assignments should be made to “The Secretary of the Treasury for redemp-
tion for the account of (inserting the name, identifying number, and address of
the person to whom payment is to be made).” Assignments in blank or other
assignments having a similar effect will be accepted but specific instructions for
the issuance and delivery of the redemption check, signed by the owner or his
authorized representative, must accompany the securities, unless included in the
assignment. (Form PD 1705 may be used.) Payment will be made by check
drawn on the Treasurer of the United States to the order of the person entitled
and mailed in accordance with the instructions received. Interest payable on
the maturity date, or call redemption date, unless otherwise provided in the
notice of call, will be paid with the principal. Securities presented for advance
refunding should be assigned as provided in the advance refunding offer. Adjust-
ment of interest will be made as provided in the offer.

Sec. 306.27. Redemption of bearer securities at maturity, upon prior call, or for
advance refunding.—All interest coupons due and payable on or before the date
of maturity or date fixed in the call for redemption before maturity should be
detached from coupon securities presented for redemption and should be collected
separately in regular course. All coupons bearing dates subsequent to a date
fixed in a call for redemption, or an offer of advance refunding, should be left
attached to the securities. If any such coupons are missing the full face amount
thereof will be deducted from the payment to be made upon redemption or the
advance refunding adjustment unless satisfactory evidence of their destruction
is submitted. Any amounts so deducted will be held in the Department to pro-
vide for adjustments or refunds in the event that the missing coupons should be
subsequently presented or their destruction is later satisfactorily established. In
the absence of other instructions, payment of bearer securities will be made by
check drawn to the order of the person presenting and surrendering the securities
and mailed to him at his address, as given in the advice which should accompany
the securities. (Form PD 1704 may be used.) A Federal Reserve Bank, upon
appropriate request, may make payment to a member bank from which bearer
securities are received by crediting the amount in the member bank’s account.

Sec. 306.28. Optional redemption of Treasury bonds at par (before maturity or
call redemption date) and application of the proceeds in payment of Federal estate
taxes.

¢ 1 See sec. 306.28 for presentation and surrender of securities eligible for use in payment of Federal estate
axes.
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(a) General.—All Treasury bonds to be redeemed at par for the purpose of
applying the proceeds to payment of Federal estate taxes on a decedent’s estate !
must be presented and surrendered to a Federal Reserve Bank or branch or the
Bureau. They should be accompanied by Form PD 1782, fully completed and
duly“executed in accordance with the instructions on the form, and evidence as
described therein. Redemption will be made at par plus accrued interest from
the last preceding interest payment date to the date of redemption, except that
if registered bonds are received by a Federal Reserve Bank or branch or the
Bureau within one month preceding an interest payment date for redemption
before that date a deduction will be made for interest from the date of redemption
to the interest payment date, and a check for the full six months’ interest will be
paid in due course. The proceeds of redemption will be deposited to the credit
of the District Director, Internal Revenue Service, designated in Form PD 1782,
the representative of the estate will be notified of the deposit, and the District
Director will forward a formal receipt.

(b) Conditions.—The bonds presented for redemption under this section must
have (1) been owned by the decedent at the time of his death and (2) thereupon
constituted part of his estate, as determined by the following rules in the case of
coownership, partnership and trust holdings:

(i) Coownership holdings.—Bonds held by the decedent at the time of his
death in coownership with another person or persons will be deemed to have met
the above conditions either (1) to the extent to which the bonds actually became
the property of the decedent’s estate, or (2) in an amount not to exceed the amount
of the Federal estate taxes which the surviving coowner or coowners are required
to pay on account of such bonds and other jointly-held property.2 :

(ii) Partnership holdings.—Bonds held at the time of the decedent’s death by
a partnership in which he had an interest will be deemed to have met the above
conditions to the extent of his fractional share of the bonds so held proportionate
to his interest in the assets of the partnership.

(iii) Trust holdings.—Bonds held in trust at the time of the decedent’s death
will be deemed to have met the above conditions in an amount not to exceed:
the amount of the Federal estate taxes which the trustee as such is required to
pay under the terms of the trust instrument or otherwise; or, if the trust actually
terminated in favor of the decedent’s estate, the amount of such estate taxes.

(¢) Transactions permitled after owner’s death.—If the bond or bonds are in
excess of the amount of the taxes and are not in the lowest authorized denomina-
tions, they may be exchanged for bonds of lower denominations. Other trans-
actions, involving no change of ownership, which may be conducted after the death
of the owner without affecting the eligibility of the bonds for redemption at par,
include (1) exchange of registered bonds for coupon bonds, (2) transfer to the
names of the representative of his estate, and (3) exchange of coupon bonds for
bonds registered in the name of the representative of the estate; but such trans-
actions must be explained on Form PD 1782 or in a supplemental statement.

SUBPART E—INTEREST

Sec. 306.35. Computation of interest.—The interest on Treasury securities
accrues and is payable on a semiannual basis unless otherwise provided in the
circular offering them for sale or exchange. If the period of accrual is an exaect
six months, the interest accrual is an exact one-half year’s interest, without regard
to the number of days in the period. If the period of accrual is less than an exact
six months, the accrued interest is computed by determining the daily rate of
accrual on the basis of the exact number of days in the full interest period and
multiplying the daily rate by the exact number of days in the fractional period for
which interest has actually accrued. A full interest period does not include the
day as of which the securities were issued or the day on which the last preceding
interest became due, but does include the day on which the next succeeding interest
payment is due. A fractional part of an interest period does not include the day
as of which the securities were issued or the day on which the last preceding interest

1 Certain issues of Treasury bonds are redeemable at par and accrued interest upon the death of the owner,
at the option of the representative of, or if none, the persons entitled to, his estate, for the purpose of having
the entire proceeds applied in payment of the Federal estate taxes on the decedent’s estate, in accordance
with the terms of the offering circulars cited on the face of the bonds. A current list of eligible issues may
be obtained from any Federal Reserve Bank or branch or the Bureau of the Public Debt.

2 Substantiallyithe"samejrule applies to community property except that upon the death of efither spouse
bonds which constitute part of the community estate are deemed to meet the required conditions to the
extent of one-half of each bond.
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payment became due, but does include the day 4s of which the transactlon termi-
nating the accrual of interest is-effected. The 29th of February in a leap year is
mcludeq whenever it falls within either a full mterest perlod ora fractlonal part
thereof.

Sec. 306.36. Termination of interest.—Securities will cease to bear interest on
the date of their maturity unless they have been called for redemption. prior
to maturity in accordance with their terms, in which case they w1ll cease to bear
interest on the date fixed for redemption in the call. ; )

Sec. 306.37. Interest on registered securities.

(a) Method of payment.—The interest on registered securltles is payable by
checks drawn on the Treasurer of the United States to the order of the registered
owners, except as otherwise provided herein. Interest checks are prepared by
the Department in advance of the interest payment date and are ordinarily
mailed in time to reach the addressees on that date. Upon receipt of notice of
the death or incompetency of an individual named as registered owner, a change
in the name or in the status of a partnership, corporation or unincorporated
association, the removal, resignation, succession or death of a fiduciary or trustee,
delivery of interest chécks will be withheld pending receipt and approval of
evidence showing who is entitled to receive the interest checks. If the inscriptions
on securities do not clearly identify the owners, delivery of interest checks will
be withheld pending reissue of the securities in the correct registration. The
final installment of interest will be paid with the principal at maturity, or upon
call, unless otherwise provided in the notice of call.?

(b) Change of address.—To assure timely delivery of interest checks, owners
should promptly notify the Bureau of any change of address. (Form PD 345
may be used.) The notification must be signed by the registered owner or a
coowner or an authorized representative, and should show the old and new
addresses, the serial number and denomination of each security, the title of the
securities (for example, 3% percent Treasury bonds of 1978-83, dated May 1,
1953), and the registration of each security. Notifications by attorneys in fact
or by legal representatives of the estates of deceased, incompetent or minor
owners should be supported by proof of their appointment unless, in the case of
legal representatives, they are named in the registration.

(c) Collection of interest checks.

(1) General.—Interest checks may be collected in accordance with the
regulations governing the endorsement and payment of Government warrants
and checks, which are contained in Department Circular No. 21, Revised, as
amended.

(2) By voluntary guardians of incompetents.—Interest checks drawn to the
order of an incompetent for whose estate no legal guardian or similar repre-
sentative has been appointed should be returned to the Bureau with a full ex-
planation of the circumstances. For collection of interest, the Department, will
recognize the relative responsible for the incompetent’s care. and support or
some other person as voluntary guardian for the incompetent. (Application
may be made on Form PD 1461.)

(d) Nonreceipt, loss, theft or destruction of interest checks.—If an interest check
is not received within a reasonable period after an interest-payment date, or if
a check is lost, stolen or destroyed after receipt, the Bureau should be notified.
The notification should include the name and address of the owner, the serial
number, denomination, and titles of the securities upon which the interest was
payable. If the check is subsequently received or recovered, the Treasurer of
the United States, Washington 25, D. (g should be advised.

Sec. 306.38. Interest on bearer securities—Unless the terms of the securities
provide that final interést is payable with the principal at maturity, interest on
coupon securities is payable upon presentation and swrrender of the. interest
coupons as they mature. Interest coupons are payable at the Office of the
Treasurer of the United States and at any Federal Reserve Bank or.branch.?
The interest on some issues is payable with the principal at maturity, and no
coupons are attached. The interest on Treasury bills, which are sold on a dis-
count basis and are payable at par at maturity, is represented by the difference
between the purchase price and the par value, and no coupons are attached.

1 The Appendix to these regulations contains a complete explanatlon as to the method of compufmg
interest on Treasury bonds, notes, and certificates of indebtedness in any given sxtuatlon The Appéndjx
also outlines the method of computing the discount rate on Treasury bills.

2 See sec. 306.15(b) for presentation of securities during periods transfer books are closed

8 Banking institutions will usually cash the coupops without charge as an accommodation 6 their
customers.
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SUBPART F—ASSIGNMENTS OF REGISTERED SECURITIES—GENERAL

Sec. 306.40. Execulion of assignmenis.—The assignment of a registered
security should be executed by the owner or his authorized representative in the
presence of an officer authorized to witness the assignment. All assignments
must be made on the backs of the securities, unless otherwise authorized by the
Department or a Federal Reserve Bank or branch. An assignment by mark (x)
must be witnessed not only by a witnessing officer but also by .at least one other
person, who should add an endorsement substantially as follows: ‘“Witness to
signature by mark,” followed by his signature and address.

Sec. 306.41. Form of assignment.—Registered securities may be assigned in
blank, to bearer, to a specified transferee, to the Secretary of the Treasury for
exchange for coupon securities, or to the Secretary of the Treasury for redemption
or for exchange for other securities offered at maturity, upon call or pursuant to
an advance refunding offer. Assignments to “The Secretary of the Treasury,”
““The Secretary of the Treasury for transfer,” or ‘“The Secretary of the Treasury
for exchange” will not be accepted, unless supplemented by specific instructions.

Sec. 306.42. Alierations and erasures.—If an alteration or erasure has been
made in an assignment, an explanation satisfactory to the Treasury Department,
usually in the form of an affidavit by the person responsible, will be required.

Sec. 306.43. Voidance of assignments.—An assignment of a security to or for
the account of another person, not completed by delivery, may be voided by a
disclaimer of interest from that person. The disclaimer should be executed in
the presence of an officer authorized to witness assignments of securities. Unless
otherwise authorized by the Treasury Department or a Federal Reserve Bank
or branch the disclaimer must be written, typed, or stamped on the back of the
security, in substantially the following form: :

The undersigned as assignee of this security hereby disclaims any interest
herein. )

(Signature)

I certify that the above-named person as described, whose identity is well
known or proved to me, personally appeared before me the _.._ day of
______________ at .o ___.__._______ and signed the above disclaimer of

(Month and year) (Place)
interest.
(SEAL) (Signature and official designation
of witnessing officer)

In the absence of a disclaimer, an affidavit or affidavits should be submitted for
consideration explaining why a disclaimer cannot be obtained, reciting all other
material facts and circumstances relating to the transaction, including whether
or not the security was delivered to the person named as assignee and whether or
not the affiants know of any basis for the assignee claiming any right, title or
interest in the security. )

Sec. 306.44. Discrepancies in names.—The Department will ordinarily require
an explanation of discrepancies in the names which appear in inseriptions, assign-
ments, supporting evidence or in the signatures to any assignments. (Form
PD 385 may be used for this purpose.) However, where the variations in the
name of the registered owner, as inscribed on securities of the same or different
issues, are such that both may properly represent the same person, for example,
“J. T. Smith” and “John T. Smith,” no proof of identity will be required if the
assignments are signed exoctly as the securities are inscribed and are duly certified
by the same witnessing officer.

Sec. 306.45. Officers authorized to witness assignments.

. (la)dOﬁcers authorized generally.—Officers authorized to witness assignments
include:

(1) Officers and employees of banks and trust companies chartered by or
incorporated under the laws of the United States or those of any State, Common-
wealth or Territory of the United States, and Federal savings and loan associations
or other organizations which are members of the Federal Home Loan Bank
System, who have been authorized generally to bind their respective institutions
by their acts.

(2) Officers of Federal Reserve Banks and branches.

(3) Officers of Federal land banks, Federal intermediate credit banks, and
})ank% foi cooperatives, the central bank for cooperatives, and Federal home

. loan banks.
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(4) United States attorneys, collectors of customs, and regional commissioners
and district directors, Internal Revenue Service.

(5) Judges and clerks of United States courts.

(b) Awuthorized officers in foreign countries.—The following officers are authorized
to witness assignments in foreign countries:

(1) United States diplomatic or consular representatives.

(2) Managers, assistant managers and other officers of foreign branches of
banks or trust companies chartered by or incorporated under the laws of the
United States or any State, Commonwealth or Territory of the United States.

(3) Notaries public and other officers authorized to administer oaths. The
official position and authority of any such officer must be certified by a United
States diplomatic or consular representative under seal of his office.

(¢) Officers having limited authority.—The following officers are authorized to
Wfié‘.ness assignments to the extent set forth in connection with each class of
officers: :

(1) Postmasters, acting postmasters, assistant postmasters, inspectors-in-
charge, chief and assistant chief accountants, and superintendents of stations of
any post office, notaries public and justices of the peace in the United States,
its territories and possessions, the Commonwealth of Puerto Rico and the Canal
Zone, but only for assignment of securities for redemption for the account of the
assignor, or for redemption-exchange, or pursuant to an advance refunding offer
for other securities to be registered in his name, or in his name with a coowner.
The signature of any post office official, other than a postmaster, must be in the
following form: “John A. Doe, Postmaster, by Richard B. Roe, Superintendent
of Station.” ' )

(2) Commissioned officers and warrant officers of the Armed Forces of the
United States for assignments of securities of any class for any authorized transac-
tion, but only with respect to assignments executed by (i) Armed Forces personnel
and civilian field employees, and (ii) members of the families of such personnel
or civilian employees.

(d) Special provisions for witnessing assignments.—The Commissioner of the
Public Debt, the Chief of the Division of Loans and Currency, or any Federal
Reserve Bank or branch is authorized to make special provisions for any case
or class of cases.

Sec. 306.46. Duties and responsibilities of witnessing officers.—The witnessing
officer must require execution of the assignment in his presence after he has
established the identity of the assignor. He must then complete the certification
and impress or imprint the official seal or stamp, if any. The witnessing officer
and, if he is an officer or employee of an organization, the organization will be
held responsible for any loss which the United States may suffer as the result of
his fault or negligence.

Sec. 306.47. Evidence of witnessing officer’s authority—The authority of a
witnessing officer may be established by his affixing the seal of his organization
to his certification of an assignment. If such officer does not have access to the
seal, his signature and authority must be certified to the Department, under
seal, by an officer having access to the records and will be recognized until notice
is received that his authority has been terminated. (Form PD 835-B may be
used.) Any post office official must use the official stamp of his office. A com-
missioned or warrant officer of any of the armed forces of the United States
should indicate his rank and state that the person executing the assignment is
one of the class whose signature he is authorized to witness. A judge or clerk
of court must use the seal of the court. Any other witnessing officer must use
his official seal or stamp, if any, but, if he has neither, his official position and a
specimen of his signature must be certified by some other authorized officer under
official seal or stamp or otherwise proved to the satisfaction of the Department.

Sec. 306.48. Interested person not to act as witness or witnessing officer.—Neither
the assignor, the assignee, nor any person having an interest in a security may
act as witnessing officer or as witness to an assignment by mark. However, a
bank officer may witness an assignment to the bank, or an assignment executed by
another officer in its behalf.

Sec. 306.49. Noniransferable securities.—The provisions of this subpart, so
fl'g.r as applicable, govern transactions in Treasury Bonds, Investment Series

-1975-80.
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SUBPART G—ASSIGNMENTS BY OR IN BEHALF OF INDIVIDUALS

Sec. 306.55. Signatures, minor errors, and change of name—~—The owner’s
. signature to an assignment should be in the form in which the security is inscribed
or assigned, unless such inscription or assignment is incorrect or the name has
since been changed. In case of a change of name, the signature to the assign-
ment should show both names and the manner in which the change was made,
for example, ‘“John Young, formerly John Jung (changed by court order).”
Evidence of the change will be required. However, no evidence is required to
support an assignment if the change resulted from marriage and the signature,
which must be duly witnessed by an authorized officer, is written to show that
fact, for example, “Mrs. Mary J. Brown, before marriage Miss Mary Jones.”

Sec. 306.56. Assignment of securilies registered in the names of or assigned to
two or more persons. :

(a) For transfer or exchange.—~The transfer or exchange for coupon securities
of securities registered in the names of or assigned to two or more persons may be
made during the lives of all the coowners only upon assignments by all or in their
behalf by authorized representatives. Upon proof of the death of one, the De-
partment will accept an assignment by or in behalf of the survivor or survivors,
unless the registration or assignment includes words which preclude the right of
survivorship, or the words ‘‘or either of them.”” .In such cases, in addition to
assignment by or in behalf of the survivor or survivors, an assignment in behalf
of the decedent’s estate will be required.

(b) For advance refunding exchanges.—Securities registered in the names of or
assigned to two or more persons, whether jointly or in the alternative, may be
assigned by one where the securities offered in exchange are to be inscribed in their
names in substantially the same form. If bearer securities or securities in a
different form are to be issued, all persons named must assign, except that in case
of death paragraph (a) of this section shall apply.

(c) For redemption or redemption-exchange.

(1) Alternative registration or assignment.—Securities registered in the names
of or assigned to two or more persons in the alternative, for example, “John Smith
or Mrs. Mary Smith” or “John Smith or Mrs. Mary Smith or the survivor,”
may be assigned by one coowner at maturity or upon ecall, for redemption or
redemption-exchange (as defined in sec. 306.2(k)), for his own account or other-
wise, whether or not the other coowner or coowners are deceased. This provision
also applies to securities registered in or assigned to the form ‘“‘John Smith and
Mrs. Mary Smith or either of them.”

(2) Joint registration or assignment.—Securities registered in the names of
or assigned to two or more persons jointly, for example, “John Smith and Mrs.
Mary Smith,” ‘“John Smith and Mrs. Mary Smith or the survivor,” or “John
Smith and Mrs. Mary Smith as tenants in common,” may be assigned by one
coowner during the lives of all only (i) for redemption at maturity or upon call,
and then only for redemption for the account of all, or (ii) for exchange for other
securities to be registered in their names in substantially the same form as appears
in the registration or assignment of the securities surrendered. Upon proof of
the death of one coowner, the survivor or survivors may assign securities so regis-
tered or assigned for redemption or redemption-exchange for any account, except
that, if the words “as tenants in common” or other words having the same effect
appear in the registration or assignment, assignment in behalf of the decedent’s
estate also will be required.

Sec. 306.57. Mzinors and incompetents.

(a) Assignments of securities registered in name of minor.

(1) By minor.—Securities registered in the name of a minor for whose estate
no guardian or similar representative is legally qualified, may be assigned by the
minor at maturity or call for redemption if the total face amount of the matured
or called securities so registered does not exceed $500, and if the minor, in the
opinion of the witnessing officer, is of sufficient competency to execute the assign-
ments and understand the nature of the transaction.

(2) By natural guardian.—Securities registered in the name of a minor for
whose estate no legal guardian or similar representative has qualified may be
assigned by the natural guardian upon qualification. Form PD 2481 may be
used for this purpose.

(b) Assignments of securities registered in name of natural guardian of minor.—
Securities registered in the name of a natural guardian of a minor may be assigned
by the natural guardian for any authorized transaction except one for the apparent
benefit of the natural guardian. If the natural guardian in whose name the
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securities are registered is deceased or is no longer qualified to act as natural
guardian, the securities may be assigned by the person then acting as natural
guardian. The assignment by the new natural guardian should be supported
by proof of the death or disqualification of the former natural guardian and by
evidence of his own status as natural guardian. (Form PD 2481 may be used for
this purpose.) No assignment by a natural guardian will be accepted after receipt
of notice of the minor’s attainment of majority, removal of his disability of minor-
ity, disqualification of the natural guardian to act as such, qualification of a legal
guardian or similar representative, or the death of the minor.

(¢) Assignments by voluntary guardians of incompetents.—Registered securities
belonging to an incompetent for whose estate no legal guardian or similar repre-
sentative is legally qualified may be assigned by the relative responsible for his
care and support or some other person as voluntary guardian:

(1) For redemption or exchange for bearer securities, if the proceeds of the
securities are necessary and will be used for the care and support of the incom-
petent or that of his legal dependents and the total face amount of such securities
for which redemption or exchange is requested in any 90-day period does not
exceed $1,000.

(2) For redemption-exchange, if the securities are matured or have been
called, or pursuant to an advance refunding offer, for reinvestment in other
securities to be registered in the form ‘A, an incompetent (000-00-0000), under
voluntary guardianship.”

An application on Form PD 1461 by the person seeking authority to act as
voluntary guardian will be required.

(d) Assignments by legal guardians of minors or imcompetents.—Securities
registered in the name and title of the legal guardian or similar representative
of the estate of a minor or incompetent may be assigned by the representative
for any authorized transaction without proof of his qualification. Assignments
by a representative of any other securities belonging to a minor or incompetent
must be supported by properly certified evidence of qualification. The evidence
must be dated not more than one year before the date of the assignments and
must contain a statement showing the appointment is in full force unless it shows
the appointment was made not more than one year before the date of the assign-
ment or the representative or a corepresentative is a corporation. An assignment
by the representative will not be accepted after receipt of notice of termination
of the guardianship, except for transfer to the former ward.

Sec. 306.58. Nontransferable securities.—The provisions of this subpart, so
%r 3; ag(])olicable, govern transactions in Treasury Bonds, Investment Series

—1975-80. .

SUBPART H—ASSIGNMENTS IN BEHALF OF ESTATES OF DECEASED OWNERS

Sec. 306.65. In course of administration.—A security belonging to the estate
of a decedent which is being administered by a duly qualified executor or general
administrator will be accepted for any authorized transaction upon assignment
by such representative. If the security is not registered in the name and title
of the representative, the assignment must be supported by a certificate or a
copy of the letters of appointment, under court seal. The certificate or certifica-
tion, if required, must be dated not more than six months before the date of the
assignment and must contain a statement that the appointment is in full force,
unless (a) it shows the appointment was made not more than one year before the
date of the assignment, or (b) the representative or a corepresentative is a cor-
poration, or (¢) redemption is being made for application of the proceeds in pay-
ment of Federal estate taxes as provided by sec. 306.28.

Sec. 306.66. Temporary or spectal administrators.—Temporary or special
administrators may assign securities for any authorized transaction within the
scope of their authority. The assignments must be supported by:

(a) Temporary administrators.—A. certificate, under court seal, showing the
appointment in full force within thirty days preceding the date of receipt of the
securities.

(b) Special administrators—A certificate, under court seal, showing the
appointment in full force within six months preceding the date of receipt of the
securities. ’

Authority for assignments for transactions not within the scope of appointment
must be established by a duly certified copy of a special order of court.

Sec. 306.67. After settlement through court proceedings.—Securities belonging
to the estate of a decedent which has been settled will be accepted for any author-
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ized transaction upon assignments by the person or persons entitled, as determined
by the court. The assignments should be supported by a copy, certified under
court seal, of the decree of distribution, the representative’s final account as
approved by the court, or similar court records.

Sec. 306.68. Without administration.—When it appears that no legal repre-
sentative of an estate to which securities belong has been or is to be appointed,
the securities may be duly disposed of pursuant to an agreement and assignment
by all persons entitled to share in the securities under the laws of the State of
the decedent’s domicile. (Form PD 1646 may be used.) However, all debts
of the decedent and his estate must be paid or provided for and the interests of
any minors or incompetents in the estate must be protected. .

Sec. 306.69. Special provisions applicable to small amounts of securities, interest
checks, or redemption checks.—Entitlement to, or the authority to dispose of, a
small amount of public debt securities and checks issued in payment thereof
or in payment of interest thereon, belonging to the estate of a decedent, may be
established through the use of certain short forms, according to the aggregate
amount of securities and checks involved (excluding checks representing interest
on the securities), as indicated by the following table:

Amount Circumstances Form To be executed by—
$100 | No administration. ... .. ..._.__.___ PD 2216..__.... Person who paid burial expenses.
500 | Estate being administered. ________ PD 2488 ... __.. Executor or administrator. .
500 | Estate settled....._.._.._______.. PD 2458A_._... Former executor or administrator,
attorney or other qualified person.

Sec. 306.70. Nontransferablé securities.—The provisions of this subpart, so
%r a? applicable, govern transactions in Treasury Bonds, Investment Series
-1975-80.

SUBPART I—ASSIGNMENTS BY OR IN BEHALF OF TRUSTEES AND SIMILAR
FIDUCIARIES

Sec. 306.75. Individual fiduciaries.—Securities registered in, or assigned to, the
names and titles of individual fiduciaries will be accepted for any authorized
transaction upon assignment by the designated fiduciaries without proof of their
qualification. If the fiduciaries in whose names the securities are registered, or
to whom they have been assigned, have been succeeded by other fiduciaries,
evidence of successorship must be furnished. If the appointment of a successor
is not required under the terms of the trust instrument or otherwise and is not
contemplated, assignments by the surviving or remaining fiduciary or fiduciaries
must be supported by appropriate proof. This requires (a) proof of the death,
resignation, removal, or disqualification of the former fiduciary and (b) evidence
that the surviving or remaining fiduciary or fiduciaries are fully qualified to ad-
minister the fiduciary estate, which may be in the form of a certificate by them
showing the appointment of a successor has not been applied for, is not con-
templated and is not necessary under the terms of the trust instrument or other-
wise. Assignments of securities registered in the titles, without the names of
the fiduciaries, for example, “Trustees of the George E. White Memorial Scholar-
ship Fund under deed of trust dated 11/10/40, executed by John W. White,”
must be supported by proof that the assignors are the qualified and acting trustees
of the designated trust estate, unless they are empowered to act as a unit in
which case the provisions of sec. 306.76 shall apply. (Form PD 2446 may be used
to furnish proof of incumbency of fiduciaries.) Assignments by fiduciaries of
securities not registered or assigned in such manner as to show that they belong
to the estate for which the assignors are acting must also be supported by evi-
dence that the estate is entitled to the securities.

Sec. 306.76. Fiduciaries acting as a unit.—If the fiduciaries of any trust estate,
public or private, constitute a board, committee or other body empowered to
act as a unit, securities registered in its name, or assigned to it, may be assigned
for any authorized transaction by anyone authorized to act in its behalf. Except
as otherwise provided in this section, the assignments must be supported by a
copy of a resolution adopted by the body, properly certified under its seal, or, if
none, sworn to by a member of the body having access to its records. (Form
PD 2495 may be used.) If the person assigning is designated in the resolution
by title only, his incumbency must be duly certified by another member of the
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body. (Form PD 2446 may be used.) If the fiduciaries of any trust estate are
empowered to act as a unit, although not designated as a board, committee, or
other body, securities registered in their names or assigned to them as such, or
in their titles without their names, may be assigned by anyone authorized by
the group to act in its behalf. Such assignments may be supported by a sworn
copy of a resolution adopted by the group in accordance with the terms of the
trust instrument, and proof of their authority to act as a unit may be required.
As an alternative, assignments by all the fiduciaries, supported by proof of their
incumbency if not named on the securities, will be accepted.

Sec. 306.77. Corepresentatives and fiduciaries.—If there are two or more execu-
tors, administrators, guardians, or similar representatives, or trustees of an estate,
all must unite in the assignment of any securities belonging to the estate. How-
ever, when a statute, a decree of court, or the instrument under which the repre-
sentatives or fiduciaries are acting provides otherwise, assignments in accordance
with their authority will be accepted. If the securities have matured or been
called and are submitted for redemption for the account of all, or for redemption-
exchange or pursuant to an advance refunding offer and the securities offered in
exchange are to be registered in the names of all, only one representative or
fiduciary need execute the assignment.

Sec. 306.78. Nontransferable securities.—The provisions of this subpart, so far
a37ap18)(1)icable, govern assignments of Treasury Bonds, Investment Series B-
1975-80.

SUBPART J—ASSIGNMENTS IN BEHALF OF PRIVATE OR PUBLIC ORGANIZATIONS

Sec. 306.85. Private corporations and unincorporated associations.—Securities
registered in the name of, or assigned to, an unincorporated association, or a
private corporation in its own right or in a representative or fiduciary capacity,
may be assigned in its behalf for any authorized transaction by any duly author-
ized officer or officers. Evidence, in the form of a resolution of the governing
body, authorizing the assigning officer to assign, or to sell, or to otherwise dispose
of the securities will ordinarily be required to support assignments. Resolutions
may relate to any or all registered securities owned by the organization or held
by it in a representative or fiduciary capacity. (Form PD 1009 or 1010, or any
substantially similar form, may be used for securities owned by an organization
in its own right; Form PD 1011 or 1012, or any substantially similar form, may
be used for securities held in a representative or fiduciary capacity.) If the
officer or officers derive their authority from the charter, constitution, or bylaws,
a copy or a pertinent extract therefrom, properly certified, will be required in
lieu of a resolution. If the resolution or other supporting document shows only
the title of the authorized officer, without his name, it must be supplemented by
a certificate of incumbency. (Form PD 1014 may be used.)

Sec. 306.86. Change of name and succession of privaie organizations.—If a
private corporation or unincorporated association changes its name or is lawfully
succeeded by another corporation or unincorporated association, its securities
may be assigned in behalf of the organization in its new name or that of its suc-
cessor by an authorized officer in accordance with sec. 306.85. The assignment
must be supported by evidence of the change of name or successorship.

Sec. 306.87. Partnerships.—An assignment of a security registered in the name
of or assigned to a partnership must be executed by a general partner. Upon
dissolution of a partnership, assignment by all living partners and by the persons
entitled to assign in behalf of any deceased partner’s estate will be required unless
the laws of the jurisdiction authorize a general partner to bind the partnership
by any act appropriate for winding up partnership affairs. In those cases where
assignments by or in behalf of all partners are required this fact must be shown
in the assignment; otherwise, an affidavit by a former general partner must be
furnished identifying all the persons who had been partners immediately prior
to dissolution. Upon voluntary dissolution, for any jurisdiction where a general
partner may not act in winding up partnership affairs, an assignment by a liqui-
dating partner, as such, must be supported by a duly executed agreement among
the partners appointing the liquidating partner.

Sec. 306.88. Political eniities and public corporations.—Securities registered in
the name of, or assigned to, a State, county, city, town, village, school district,
or other political entity, public body or corporation, may be assigned by a duly
authorized officer, supported by evidence of his authority.

Sec. 306.89. Public officers—Securities registered in the name of, or assigned
to, a public officer, designated by title, may be assigned by such officer, supported
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by evidence of incumbency. Assignments for the officer’s own apparent individ-
ual benefit will not be recognized.

Sec. 306.90. Nontransferable securities.—The provisions of this subpart apply
to Treasury Bonds, Investment Series B-1975-80. :

SUBPART K—~—ATTORNEYS IN FACT

Sec. 306.91. Attorneys in fact.

(a) General —Assignments by an attorney in fact will be recognized if supported
by an adequate power of attorney. Every ¥ower must be executed in the pres-
ence of an authorized witnessing officer. The original power, or a photocopy
certified by an authorized witnessing officer, must be filed with the Treasury
Department. An assignment by a substituted attorney in fact must be supported
by an authorizing power of attorney and power of substitution. An assignment,
by an attorney in fact or a substituted attorney in fact for the, a% arent benefit
of either will not be accepted unless expressly authorized. (Form 1001, 1002,
1003, or 1004, as appropriate, may be used to appoint an attorney in fact. An
attorney in fact may use Form PD 1006 or 1008 to appoint a substitute. However,
any form sufficient in substance may be used.) If there are two or more joint
attorneys in fact or substitutes, less than all may assign for redemption for the
account of the owner, or for redemption-exchange, or pursuant to an advance
refunding offer provided the new securities are to be registered in the owner’s
name. Otherwise, all must unite in the assignment unless the power authorizes
less than all to act. A power of attorney or of substitution not coupled with an
interest will be recognized until the Bureau receives proof of revocation or proof
of the grantor’s death or incompetency. ’

(b) For legal representatives or fiduciaries.—Assignments by an attorney in fact
or substitute attorney in fact for a legal representative or fiduciary, in addition
to the power of attorney and of substitution, must be supportéd by evidence, if
any, as required by secs. 306.57(d), 306.65, 306.75, and 306.76. Powers must
specifically designate the securities to be assigned.

(¢) For corporation or unincorporated association.—Assignments by an attorney
in fact or a substitute attorney in fact in behalf of a corporation or unincorporated
association, in addition to the power of attorney and power of substitution, must
be supported by one of the following documents certified under seal of the organi-
zation, or, if it has no seal, sworn to by an officer who has access to the records:

(1) A copy of the resolution of the governing body authorizing an officer
to appoint an attorney in fact, with power of substitution if pertinent, to assign,
or to sell, or to otherwise dispose of, the securities, or

(2) A copy of the charter, constitution, or bylaws, or a pertinent extract
therefrom, showing the authority of an officer to appoint an attorney in fact, or

) A copy of the resolution of the governing body directly appointing
an attorney in fact.
If the resolution or other supporting document shows only the title of the author-
ized officer, without his name, a certificate of incumbency must also be furnished.
(Form PD 1014 may be used.) The power may not be broader than the resolution
or other authority. '

(d) For public corporations.—A general power of attorney in behalf of a public
corporation will be recognized only if it is authorized by statute.

Sec. 306.92. Noniransferable securities.—The provisions of this subpart shall
apply to nontransferable secyrities, subject only to the limitations imposed by
the terms of the particular issues.

SUBPART L—TRANSFER THROUGH JUDICIAL PROCEEDINGS

Sec. 306.95. Transferable securities.—The Department will recognize valid
judicial proceedings affecting the ownership of or interest in transferable securities,
upon presentation of the securities together with evidence of the proceedings. In the
case of securities registered in the names of two or more persons, the extent of
their respective interests in the securities must be determined by the court in
proceedings to which they are parties or must otherwise be validly established.!

Sec. 306.96. Evidence required.—Copies of a final judgment, decree, or order
of court and of any necessary supplementary proceedings must be submitted.
Assignments by a trustee in bankruptey or a receiver of an insolvent’s estate

1 A finder claiming the ownership of a bearer security or a registered security assigned in blank or so as-
signed as to becoms, in effect, payable to bearer, must perfect his title in accordance with the provisions of
State law. If there are no such provisions, the Department will not recognize his title to the security.
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must be supported by evidence of his qualification. Assignments by a receiver in
equity or a similar court officer must be supported by a copy of an order author-
izing him to assign, or to sell, or to otherwise dispose of, the securities. Where
the documents are dated more than six months prior to presentation of the secu-
rities, there must also be submitted a certificate dated within six months of pres-
entation of the securities, showing the judgment, decree or order, or evidence of
qualification, is in full force. Any such evidence must be certified under court

seal.

Sec. 306.97. Nontransferable securities.

(a) Treasury Bonds, Investment Series A—1966.—The provisions of this sub-
part shall apply to bonds of this series, except that reference to assignments
shall be deemed only to refer to requests for payment. With the exception of
a trustee in bankruptey or a receiver of an insolvent’s estate, payment will be
limited to the redemption value current thirty days after termination of the
judieial proceedings or current at the time the bonds are surrendered for redemp-
tion, whichever is less. No judicial proceedings will be recognized if they would
give effect to an attempted voluntary transfer inter vivos of the bonds., =

(b) Treasury Bonds, Investment Series B-1976-80.—The provisions of this
subpart shall apply to bonds of this series, except that prior to maturity any
reference to assignments shall be deemed to refer to assignments of the bonds
for exchange for the current series of 134 percent 5-year EA or EO Treasury notes.

SUBPART M—REQUESTS FOR SUSPENSION OF TRANSACTIONS

Sec. 306.100. Requests for suspension of transactions in securilies.

(a) Registered securities.

(1) Reports of loss, theft, or destruction of registered securities—Reports of
lost, stolen, or destroyed registered securities not so assigned as to become, in
effect, payable to bearer, will be accepted from the owner or his authorized agent
at any time and records will be maintained of the reports. If such a registered
security is presented to the Department, the owner will be duly advised and given
all available information.

(2) Reporis of assignments affected by fraud.—The Department reserves the
right to suspend any transaction in a registered security bearing an apparently
valid assignment, if prior to the time it is received in the Department a report
is received from and a claim is filed by an assignor that his assigiment was
affected by fraud. The interested parties will be notified of the suspension and
given a reasonable period of time within which to effect settlement by agreement
or institute judicial proceedings. If subsequent to the time the Department has
transferred, exchanged, or redeemed a registered security in reliance on an appar-
ently valid assignment, a report or claim is received that the assignment was
affected by fraud, the Department will undertake only to furnish-all available
information.

(3) Reports of forged assignments.—If it is claimed that the assignment of a
registered security is a forgery, the Department will investigate the matter and
if it is established that the assignment was forged and the owner did not authorize
or ratify the assignment, or receive any benefits therefrom, the Department will
recognize his ownership and grant appropriate relief.

(b) Bearer securities or registered securities so assigned as to become, in effect,
payable to bearer.

(1) Securities not overdue—Neither the Department nor any of its agents
will accept notice of any claim or of pending judicial proceedings by any person
for the purpose of suspending transactions in bearer securities, or registered
securities so assigned as to become, in effect, payable to bearer which are not
overdue as defined in sec. 306.25.! However, if the securities are received and

L It has been the longstanding policy of the Department to assume no responsibility for the protection
of bearer securities not in the possession of persons claiming rights therein and to give no effect to any notice
of such claims, This policy was formalized on Apr. 27, 1867, when the Secretary of the Treasury issued
the following statement: '

“In consequence of the increasing trouble, wholly without practical benefit, arising from notices which

are constantly received-at the Department respecting the loss of coupon bonds, which are payable to bearer,
and of Treasury notes issued and remaining in blank at the time of loss, it becomes necessary to give this
public notice, that the Government can not protect and will not undertake to protect the owners of snch
bonds and notes against the consequences of their own fault or misfortune.
_ “Hereafter all bonds, notes, and coupons, payable to bearer, and Treasury notes issued and remaining
in blank, will be paid to the party presenting them in pursuance of the regulations of the Department,
in the course of regular business; and no attention will be paid to caveats which may be filed for the purpose
of preventing such payment.”
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‘retired, the Department will undertake to notify persons who appear to be
entitled to any available information concerning the source from which the
securities were received.

(2) Overdue securities—Reports that bearer securities, or registered securi-
ties so assigned as to become, in effect, payable to bearer, were lost, stolen, or
possibly ‘destroyed afier they became overdue as defined in sec. 306.25 will be
accepted by the Bureau for the purpose of suspending redemption of the securi-
ties if the person claiming ownership thereof establishes his interest. If the
securities are presented, their redemption will be suspended and the presenter
and the claimant will each be given an opportunity to establish ownership.

SUBPART N—CLAIMS ON ACCOUNT OF LOSS, THEFT, DESTRUCTION, MUTILATION,
OR DEFACEMENT OF SECURITIES

Sec. 306.105. Statutory authority and requiremenis.—Section 8 of the Act of
July 8, 1937 (50 Stat. 481), as amended (31 U.S.C. 738a), provides for- relief,
under certain conditions, on account of the loss, theft, destruction, mutilation,
or defacement of United States interest-bearing securities. To obtain relief the
security must be fully identified and the pertinent facts proved to the satisfac-
tion of the Secretary of the Treasury, and generally, a bond of indemnity in such
form and with such surety, sureties or security as may be required to protect
the interests of the United étates, must be filed.

Sec. 306.106. Reports of loss, theft, destruction, mulilation, or defacement of
securities.

(a) Loss or theft—Report of the loss or theft of a security should be made
promptly to the Bureau. The report should include:

(1) The name and present address of the owner, and his address at the time
the security was issued, and, if the report is made by any other person, the.
capacity in which he represents the owner;

(2) The identification of the security by title of loan, issue date, interest
rate, serial number and denomination, and in the case of a registered security,
the exact form of inscription and a full description of any assignment, endorse-
ment, or other writing thereon; and

(3) A statement of the circumstances.

(b) Destruction, mulilation, or defacement.—If a security is destroyed, or be-
comes so mutilated or defaced as to impair its value to the owner, a report of the
circumstances, as outlined in paragraph (a), must be made to the Bureau. All
available portions of the mutilated or defaced security must also be submitted.
In any appropriate case, a form for use in applying for relief will be furnished.

Sec. 306.107. Relief authorized for lost, stolen, destroyed, mutilated, or defaced
securilies. :

(a) Registered securities—Relief will be granted for a registered security not
assigned in blank or not so assigned as to become, in effect, payable to bearer,
when it has been established that the security has been lost, stolen, destroyed,
mutilated or defaced. Relief will be granted in the same manner for bearer
securities restrictively endorsed in accordance with the provisions of the current
revision of Department Circular No. 853.

(b) Bearer securities or registered securities so assigned as fo become, in effect,
payable to bearer.—Relief will be granted for bearer securities and registered
securities so assigned as to become, in effect, payable to bearer, proved to have
been destroyed, mutilated, or defaced. Relief will also be granted for such se-
curities if they were lost or stolen under such circumstances and have been missing
for such period of time after they have matured or become redeemable pursuant
to a call for redemption as in the judgment of the Secretary of the Treasury es-
tablishes that they (1) have been destroyed or have become irretrievably lost,
(2) are not held by any person as his own property, and (3) will never become the
basis of a valid claim against the United States.

(¢) Interest coupons.—Relief will be granted for interest coupons only when it
is established they were attached to a security at the time they were destroyed,
mutilated, or defaced.

Sec. 306.108. Type of relief granted—When relief is authorized for a lost,
stolen, destroyed, mutilated, or defaced security, it will be granted by either (a)



EXHIBITS 263

the issue of a substitute marked ‘“‘Duplicate,” bearing the same issue date and
showing the serial number of the original security, if the security for which relief
is being granted has not matured or become redeemable pursuant to a call, or (b)
payment, if the security has matured or become redeemable pursuant to a call.
When a substitute is issued to replace a destroyed, mutilated, or defaced coupon
security it will have attached all coupons corresponding to those proved to have
been attached thereto at the time of the mishap, except that any matured coupons
will not be attached but will be paid by check. Relief will not be granted in any
case before the expiration of six months from date of loss or theft.

Sec. 306.109. Nontransferable securities.—The provisions of this subpart shall
apply to all nontransferable securities, other than United States savings bonds,
subject only to the limitations imposed by the terms of the particular issues.

SUBPART O—MISCELLANEOUS PROVISIONS

Sec. 306.115. Additional requirements.—In any case or any class of cases
arising under these regulations the Secretary of the Treasury may require such
additional evidence and a bond of indemnity with or without surety, as may in
his judgment be necessary for the protection of the interests of the United States.

See. 306.116. Waiver of regulations.—The Secretary of the Treasury reserves
the right, in his discretion, to waive or modify any provision or provisions of these
regulations in any particular case or class of cases for the convenience of the United
States or in order to relieve any person or persons of unnecessary hardship, if
such action is not inconsistent with law, does not impair any existing rights, and
he is satisfied that such action would not subject the United States to any sub-
stantial expense or liability.

Sec. 306.117. Preservation of existing rights.—Nothing contained in this cir-
cular shall limit or restrict any existing rights which holders of securities heretofore
issued may have acquired under the circulars offering such securities for sale or
under the regulations in force at the time of acquisition.

Sec. 306.118. Supplements, amendments, or revisions.—The Secretary of the
Treasury may at any time, or from time to time, prescribe additional, supple-
mental, amendatory, or revised regulations with respect to United States secu-
rities.

(Signed) Dougras DiLLoN,
Secretary of the Treasury.

Appendix.—Computation of Interest on Treasury Bonds, Treasury Notes, and
Treasury Certificates of Indebtedness, and Computation of Discount on
Treasury Bills

Treasury Bonds, Treasury Notes, and Treasury Certificates of Indebtedness

COMPUTATION OF INTEREST ON A SEMIANNUAL BASIS
ONE DAY'’S INTEREST IS Yis1, }sz, Y83, OR }s¢ OF ¥ YEAR’S INTEREST

Computatlon of interest will be made on a semiannual basis in all cases where
interest is payable for one or more full half-year (6 months) periods, or for one or
more full half-year periods and a fractional part of a half-year period. A semi-
annual interest period is an exact half-year or 6 months, for computation purposes,
and may comprise 181, 182, 183, or 184 actual days.

An exact half-year’s interest at the specified rate is computed for each full
period of exactly 6 months, irrespective of the actual number of days in the half-

ear.
v If the initial interest covers a fractional part of a half-year, computation is
made on the basis of the actual number of days in the half-year (exactly 6 months)
ending on the day such initial interest becomes due. If the initial interest covers
a period in excess of 6 months, computation is made on the basis of one full half-
year period, ending with the interest due date, and a fractional part of the pre-
ceding full half-year period.

Interest for any fractional part of a full half-year period is computed on the
basis of the exact number of days in the full period, including February 29 when-
ever it falls within such a period. -

707484—64——19
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The number of days in any half-year period is shown in the following table:

For the half year Number of days
Beginning from the 1st or 15th day of—| XEnding on the 1st or 16th day of— Regular | Leap year
. year
January. July 181 182
February. August, 181 182
March September... 184 184
April__ October. 183 183
May. November.... . 184 184
June December 183 183
July. . January 184 184
August. .. February..._. 184 184
September. March. . 181 182
October April 182 183
November. May. 181 182
December. ... June. . 182 183
One year (any 2 consecutive half-years). . 365 366,

Use of Interest Table

In the attached table decimals are set forth for use in computing interest for
fractional parts of interest periods. The decimals cover interest on $1,000 for
one day in each possible semiannual interest period, at all rates of interest, in
steps of % percent, from % to 6 percent. The amount of interest aceruing on any
date (for a fractional part of an interest period) on $1,000 face amount of any issue
of Treasury bonds, Treasury notes, or Treasury certificates of indebtedness may
be ascertained in the following way:

(1) The date of issue, the dates for the payment of interest, and the rate of in-
terest (percent per annum) may be determined from the text of the security, or
from the official circular governing the issue.

(2) Determine the interest period of which the fraction is a part, and calculate
the number of days in the full period to determine the proper column to be used in
selecting the decimal for one day’s interest. :

(3) Calculate the actual number of days in the fractional period from but not including
the date of issue or the day on which the last preceding interest payment was
made, to and including the day on which the next succeeding interest payment is
due or the day as of which the transaction which terminates the acecrual of
additional interest is effected. !

(4) Multiply the appropriate decimal (one day’s interest on $1,000) by the num-
ber of days in the fractional part of the interest period. The appropriate decimal
will be found in the attached table opposite the rate borne by the security, and in
the column showing the full interest period of which the fractional period is a part.
(For interest on any other amount, multiply the amount of interest on.$1,000 by
the other amount expressed as a decimal of $1,000.)

TREASURY BILLS

The methods of computing discount rates on Treasury bills are given below: .
Computation will be made on an annual basis in all cases. The annual period
for bank discount is a year of 360 days, and all computations of such discount for
a fractional part of a year will be made on that basis. The annual period for true
discount is one full year from but not including the date of issue to and including
the anniversary of such date. Computation of true discount for a fractional part
of a year, will be made on the basis of 365 days in the year, or 366 days if Febru-
ary 29 falls within the year. . T
BANK DISCOUNT

The bank discount rate on a Treasury bill may be ascertained by (1) subtracting
the sale price of the bill from its face value to obtain the amount of discount; (2)
dividing the amount of discount by the number of days the bill is to run to obtain
the amount of discount per day; (3) multiplying the amount of discount per day
by 360 (the number.of days in a commercial year of 12 months of 30 days each) to
obtain the amount of discount per year; and (4) dividing the amount of discount-
per year by the face value of the bill to obtain the bank discount rate. .

For example:
91-day bill—dated April 1, 1954—due July 1, 1954:
Principal amount—maturity value. $100. 00
Price at issue—amount received 99. 50
Amount of discount. .50

$0.50-+-91X360--$100=1.978 percent.
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TRUE DISCOUNT

The true discount rate on a Treasury bill may be ascertained by (1 and 2) ob-
taining the amount of discount per day by following the first two steps described
under “Bank Discount”; (3) multiplying the amount of discount per day by the
actual number of days in the year from date of issue (365 ordinarily, but 366 if
February 29th of a leap year falls within the year from date of issue) to obtain
the amount of discount per year; and (4) dividing the amount of discount per year
by the sale price of the bill to obtain the true discount rate.

TFor example:
91-day bill~dated April 1, 1954—due July 1, 1954:

Principal amount —maturity value. $100. 00
Price at issue—amount received - 99. 50
~ Amount of discount .50

$0.50+91X365+$99.50=2.016 percent. _

Decimal for one day’s interest on $1,000 at vartous rates of interest, payable semi-
annually or on a semiannual basis,in regular years of 365 days and in leap
years of 366 days

Interest period ending on the 1st or 15th of—

Half-year of 184 days | Half-year of 183 days | Half-year of 182 days | Half-year of 181 days

Rate per annum

Regular year: Jan- Regular year: Octo- | Regular year: April, | Regular year: March,

uary, February, Sep- ber, December June May, July, August
tember, November | Leap year: April, | Leap year: March,
June May, July, August

Percent o

$0.003 396 739 $0.003 415 301 $0.003 434 066 $0. 003 453 039

. 006 793 478 . 006 830 601 .006 868 132 . 008 906 077

.010 190 217 . 010 245 902 . 010 302 198 .010 359 116

.013 586 957 .013 661 202 .013 736 264 .013 812 155

. 016 983 696 . 017 076 503 | .017 170 330 .017 265 193

.020 380 435 . 020 491 803 . 020 604 396 .020 718 232

.023 777 174 . 023 907 104 .024 038 462 .024 171 271

.027 173 913 . 027 322 404 . 027 472 527 . 027 624 309

.030 570 652 .030 737 705 .030 906 593 .031 077 348

. 033 967 391 . 034 153 005 . 034 340 659 . 034 530 387

.037 364 130 . 037 568 306 .037 774 725 . 037 983 425

. 040 760 870 . 040 983 607 . 041 208 791 .041 436 464

.044 157 609 .044 398 907 . 044 642 857 . 044 889 503

.047 554 348 . 047 814 208 .048 076 923 . 048 342 541

. 050 951 087 .051 229 508 .051 510 989 . 051 795 580

.054 347 826 . 054 644 809 . 054 945 055 . 055 248 619

. 057 744 565 . 058 060 109 .058 379 121 .058 701 657

.061 141 304 .061 475 410 .061 813 187 .062 154 696

.064 538 043 . 064 890 710 . 065 247 253 .065 607 735

. 067 934 783 . 068 306 011 .068 681 319 . 069 060 773

.071 331 522 .071 721 311 .072 115 385 .072 513 812

.074 728 261 .075 136 612 .075 549 451 .075 966 851

. 078 125 000 .078 551 913 . 078 983 516 . 079 419 890

. 081 621 739 .081 967 213 .082 417582 . 082 872 928

.084 918 478 . 085 382 514 .085 851 648 . 086 326 967

. 088 315217 . 088 797 814 .089 285 714 . 089 779 006

.091 711 957 .092 213 115 .092 719 780 . 093 232 044

. 095 108 696 .095 628 415 .096 153 846 . 096 685 083

. 098 505 435 .099 043 716 . 099 587 912 .100 138 122

.101 902 174 .102 459 016 . 103 021 978 .103 591 160

.105 298 913 .105 874 317 . 106 456 044 .107 044 199

. 108 695 652 . 109 289 617 . 109 890 110 . 110 497 238

.112 092 391 . 112 704 918 .113 324 176 . 113 950 276

. 115 489 130 . 116 120 219 . 116 758 242 . 117 403 315

. 118 885 870 . 119 535 519 . 120 192 308 .120 856 354

.122 282 609 .122 950 820 .123 626 374 . 124 309 392

.125 679 348 .126 366 120 .127 060 440 .127 762 431

.129 076 087 .129 781 421 .130 494 505 . 131 215 470

.132 472 826 .133 196 721 .133 928 571 . 134 668 508

.135 869 565 .136 612 022 . 137 362 637 L138 121 547

.139 266 304 . 140 027 322 .140 796 703 . 141 574 586

.142 663 043 . 143 442 623 2144 230 769 . 145 027 624

.146 059 783 . 146 857 923 .147 664 835 . 148 480 663

. 149 456 522 . 150 273 224 . 151 098 901 .151 933 702

.152 853 261 .153 688 525 .154 532 967 . 155 386 740

.156 250 000 . 157 103 825 .157 967 033 . 158 839 779

.159 646 739 .160 519 126 . 161 401 099 . 162 292 818

.163 043 478 .163 934 426 .164 835 165 .165 745 856
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ExHiBiT 11.—Department Circular No. 22-62, regulations governing the
sale of Treasury bonds through competitive bidding

TREASURY DEPARTMENT,
Washington, December 17, 1962.

Department Circular, Public Debt Series No. 22-62, dated December 17, 1962
-(31 CFR 340) is hereby issued, effective immediately.

Sees. 340.0 through 340.12 issued under authority of: R.S. 3706; 40 Stat. 288,
290, 1309; 48 Stat. 343; 50 Stat. 481; 31 U.S.C. 738a, 739, 752, 752a, 753, 754,
754a, and 754b. :

Src. 340.0. Authority for sale of Treasury bonds through compelitive bidding.

The Secretary of the Treasury may, from time to time, by public notice, offer
Treasury bonds for sale and invite bids therefor. The bonds so offered and the
bids made will be subject to the terms and conditions and the rules and regulations
herein set forth, except as they may be modified in the public notice or notices
issued by the Secretary in connection with particular offerings.! The bonds will
be subject also to the general rules and regulations of the Treasury Department,
now or hereafter prescribed, governing United States securities. They will be
issued pursuant to the authority of the Second Liberty Bond Act, as amended.

The terms “‘public notice,” “notices,” or ‘“announcement’ as used in this part
mean the ‘“Public Notice of Invitation to Bid”’ on Treasury bonds and any sup-
plementary or amendatory motices or announcements with respect thereto,
including, but not limited to, any statement released to the press by the Secretary
of the Treasury and notices sent to those who have filed notices of intent to bid
bor who have filed bids.

Sko. 840.1. Public notice—description of bonds—terms of offer.

‘When bonds are offered for sale through competitive bidding, bids therefor will
be invited through the form of a public notice or notices issued by the Secretary of
the Treasury. The notice or notices will either fix the coupon rate of interest to
be borne by the bonds or prescribe the conditions under which bidders may
specify the rate and will set forth the terms and conditions of the bonds, includ-
ing maturities, call features, if any, and the terms and conditions of the offer,
including the amount of the issue for which bids are invited, the date and closing
hour for receipt of bids, and the date on which the bonds will be delivered and pay-
ment for any accepted bid must be completed. When so specified in the public
notice, it shall be a condition of each bid that, if accepted by the Secretary of the
Treasury, the bidder will make a bone fide reoffering to the investing public. -

Sec. 340.2. Denominations and exchanges.

Bearer bonds with interest coupons attached, and bonds registered as to prin-
-cipal and interest, will be available in denominations of $500, $1,000, $5,000,
$10,000, $100,000, and $1,000,000. Provisions will be made for the interchange

.of bonds of different denominations and of -bearer and registered bonds, and for
the trangfer of registered bonds. i

Sec. 340.3. Tazation.

The income derived from the bonds will be subject to all taxes imposed under
the Internal Revenue Code of 1954. The bonds will be subject to estate, inher.
itance, gift, or other excise taxes, whether Federal or State, but will be 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. . : .

SEc. 340.4. Acceptance as security for public deposits.

The bonds will be acceptable to secure deposits of public moneys.

Sec. 340.5. Notice of intent to bid. )

Any individual or organization, syndicate, or other group.which intends to
submit a bid, must, when required by the public notice, give written notice of such
intent on Form PD 3555 at the place and within the time specified in the public
notice. The filing of such hotice will not constitute a commitment to bid.

Szc. 340.6. Submission of bids. .

(a) General. Bids will be received only at the place specified and not later than
the time designated in the public notice. Each bid must be submitted on the
official form referred to in the public notice and should be enclosed and sealed in
the special envelope provided by the Treasury Department. Forms and envelopes
may be obtained from any Federal Reserve Bank or branch or the Bureau of

1 These regulations do not apply to Treasury bills, which are governed by Department Circular No, 418,
Revised, ‘and do not constitute a specific offering of bonds.
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the Public Debt, Treasury Department, Washington 25, D.C. Bids shall be
irrevocable.

(b) Bidding. Bids, except noncompetitive bids when authorized, must be
expressed as a percentage of the principal amount in not to exceed five decimals,
e.g., 100.01038 percent. Provisions relating to the coupon rate of interest on the
‘bonds, if not set forth in the public notice, will be made in a supplemental announce-
ment. The public notice will indicate the timing of any such announcement. If
the bidders are required to specify the coupon rate, each bidder shall specify a
single coupon rate of interest, which shall be a multiple of 14 of 1 percent but not
in excess of 4% percent. The Secretary of the Treasury may limit the premium
above or the discount below par.

(¢) Group bids. A syndiecate or other group submitting a bid must act through
a representative who must be a member of the group. The representative must
warrant to the Secretary of the Treasury that he has all necessary power and
authority to act for each member and to bind the members jointly and severally.
In addition to whatever other data may be required by the Secretary of the
Treasury, in the case of a syndicate, the representative must file, within one hour
after the time for opening bids, at the place specified in the public notice for
receipt of bids a final statement of the composition of the syndicate membership
and the amount of each member’s underwriting participation.

Src. 340.7. Deposits—retention—return.

Each bid must be accompanied by a deposit in the amount specified in the
public notice. The deposit of any successful bidder will be retained as security
for the performance of his obligation and will be applied toward payment of the
bonds. All other deposits will be returned immediately. No interest will be
allowed on account of any deposits.

Sue. 340.8. Acceptance of bids.

(a) Opening of buds. Bids will be opened at the time and place specified in the
public notice.

(b) Method of determining accepted bids. The lowest basis cost of money ! com-
puted from the date of the bonds to the date of maturity will be used in deter-
mining successful bids.

(¢) Acceptance of successful bid. The Secretary of the Treasury, or his repre-
sentative, will notify any successful bidder of acceptance in the manner and form
specified in the public notice.

Sec. 340.9. Bzds———'revocat'aons—re]ectzons—postponements—reoﬁers

The Secretary of the Treasury, in his discretion, may (a) revoke the public notice
of invitation to bid at any time before opening bids, (b) return all bids unopened
either at or prior to the time specified for their opening, (¢) reject any or all bids,
(d) postpone the time for presentation and opening of bids, and (e) waive any
immaterial or obvious defect in any bid. Any action the Secretary of the
Treasury may take in these respects shall be final. In the event of a postpone-
ment, known bidders will be advised thereof and their bids returned unopened.

SE¢. 340.10. Payment for and delivery of bonds.

Payment for the bonds, including acerued interest, if any, must be made in
immediately available funds on the date and at the place specified in the invitation.
Delivery of bonds under this section will be made at the risk and expense of the
United States at such place or places in the United States as may be provided in
the invitation. Interim receipts, if necessary, will be issued pending delivery of
the definitive bonds.

Sec. 340.11.  Failure to complete transaction.

If any successful bidder shall fail to pay in full for the bonds on the date and at
the place specified in the invitation, the money deposited by or in behalf of such
bidder shall be forfeited to the I‘leasury Department.

SEc. 340.12. Reservations as to terms of circular.

The Secretary of the Treasury reserves the right, at any time, or from time to
time, to amend, repeal, supplement, revise, or withdraw all or any of the provisions
of this circular.

Douaras DiLLon,
Secretary of the Treasury.

1In cases where bidders are required to specify the coupon rate, the lowest basis cost of money will be
determined by reference to a specially prepared table of bond ylelds, a ¢copy of which will be made available
to all prospective bidders upon written request to the Federal Reserve Bank of New York, or the Bureau of
ffhe Public Debt, Treasury Department, Washington 25, D.C. Straight-line mterpo]atlon will be applied
necessary.
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ExmiBIT 12.—Department Circular No. 1-63, regulations governing United
States retirement plan bonds :

TrEASURY DEPARTMENT,
Washington, January 10, 19683.

Sec. 341.0. Offering of bonds.—The Secretary of the Treasury, under the
authority of the Second Liberty Bond Act, as amended, and pursuant to the Self-
Employed Individuals Tax Retirement Act of 1962, offers for sale, effective as of
January 1, 1963, bonds of the United States, designated as United States retire--
ment plan bonds. The bonds will be available for investment only to (1) bond
purchase plans and (2) pension and profit-sharing plans, as described in sections
405 and 401, respectively, of the Internal Revenue Code of 1954. This offering of
bonds will continue until terminated by the Secretary of the Treasury.

Sec. 341.1. Description of bonds—(a) Investment yreld (interest).—United States
retirement plan bonds, hereinafter sometimes referred to as retirement plan bonds
will be issued at par. The investment yield (interest) on the bonds will be 3%
percent per annum, compounded semiannually, as set forth in the table of redemp-
tion values appended to this circular. Such interest will be paid only upon re-
demption of the bonds. The accrual of interest will continue until the bonds have
been redeemed or have reached maturity, whichever is earlier, in accordance with
these regulations.

(b) Term.—The maturity date of any bond issued under this circular shall be
indeterminate, but unless sooner redeemed in accordance with these regulations,
its investment yield will cease on the interest accrual date coinciding with, or,
where no such coincidence occurs, the interest accrual date next preceding, the
first day of the sixtieth (60th) month following the date of death of the person in
whose name it is registered.

(¢) Denominations—issue date.—Retirement plan bonds will be available only in
registered form and in denominations of $50, $100, $500, and $1,000. At the time
of issue, the issuing agent will enter in the upper right-hand portion of the bond the
1ssue date (which shall be the first day of the month and year in which payment of
the purchase price is received by an authorized issuing agent), and will imprint the
agent’s validating stamp in the lower right-hand portion. The issue date, as
distinguished from the date in the agent’s validating stamp, will determine the
date from which interest will begin to accrue on the bond. A retirement plan
bond shall be valid only if an authorized issuing agent receives payment therefor,
duly inscribes, dates, stamps, and delivers it.

Sec. 341.2. Registration.—(a) General—The registration of retirement plan
bonds is limited to the names of natural persons in their own right, whether adults
or minors, in either single ownership or beneficiary form. A bond registered in-
beneficiary form will be inscribed substantially as follows (for example): ‘“John
A. Doe payable on death to (or P.O.D.) Richard B. Roe.”” No more than one
beneficiary may be designated on a bond.

(b) Inscription.—The inscription on the face of each bond will show the name,
address, date of birth, and the social security account number of the registered
owner, as well as information as to whether he is a self-employed individual or an
employee, and the amount he contributed (if any) out of his own funds toward the
purchase price of the bond. In the case of any self-employed individual (who is
treated as an employee for the purpose of sections 405 and 401 of the Internal
Revenue Code of 1954), this amount would be that portion of the purchase price he
contributed (if any) as an employee and which he will not take into account in
determining the amount deductible for Federal income tax purposes. The name
of the beneficiary, if one is to be designated, will also be shown in the inscription.

Sec. 341.3. Purchase of bonds.—(a) Agencies.—Retirement plan bonds may be
purchased over-the-counter or by mail from Federal Reserve Banks and branches
and the Office of the Treasurer of the United States, Washington 25, D.C. Cus-
tomers of commercial banks and trust companies may be able to arrange for the
purchase of the bonds through such institutions, but only the Federal Reserve
Banks and branches and the Treasurer’s Office are authorized to act as official
agencies, and the date of receipt of the application and payment by an official
agency will govern the dating of the bonds issued. .

(b) Applications.—Applications for the purchase of retirement plan bonds
should be made on Form PD 3550, accompanied by a remittance to cover the
purchase price. Personal checks will be accepted, subject to collection. Checks
or other forms of exchange, should be drawn to the Federal Reserve Bank or
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Treasurer of the United States, as the case may be. Checks payable by endorse-
ment are not acceptable. :

(¢) Delivery.—Delivery of bonds will be made in person, or by mail at the risk
and expense of the United States at the address given by the purchaser, but only
within the United States, its territories and possessions, the Commonwealth of
Puerto Rico, and the Canal Zone. No mail deliveries elsewhere will be made.
If the registered owner temporarily resides abroad, the bonds will be delivered to
such address in the United States as the purchaser directs. ’

Suc. 341.4. Proof of purchase.—At the time a retirement plan bond is issued,
the issuing agent will furnish therewith to the purchaser, and in cases where the
purchaser is different from the person in whose name the bond is inscribed, to
the registered owner as well, proof of the purchase on Form PD 3550. The form
will show the names and addresses of the purchaser and of the registered owner,
the latter’s date of birth, social se¢urity account number and his classification
(i.e., self-employed individual or employee), the number of bonds issued, a de-
scription thereof by issue date, serial numbers, denominations, and registration,
together with information as to the amount of his contributions (if any) toward
the purchase price of the bonds.

Sec. 341.5. Limitation on holdings.—The limit on the amount of any retirement
plan bonds issued during any one calendar year that may be purchased in the
name of any one person as registered owner is $5,000 (face value).

SEc. 341.6. Nontransferability.—United States retirement plan bonds are not
transferable, and may not be sold, discounted or pledged as collateral for a loan
or as security for the performance of an obligation, or for any other purpose.

Sec. 341.7. Judicial proceedings.—No judicial determination will be recognized
which would give effect to an attempted voluntary transfer inter vivos of a retire-
ment plan bond. Otherwise, a claim against a registered owner will be recognized
when established. by valid judicial proceedings, but in no case will payment be
made to the purchaser at a sale under a levy or to the officer authorized to levy
upon the property of the owner under appropriate process to satisfy a money
judgment unless or until the bond has become eligible for redemption pursuant
to these regulations. Neither the Treasury Department nor any of its agencies
will accept notices of adverse claims or of pending judicial proceedings or under-
take to protect the interests of litigants who do not have possession of the bond.

SEc. 341.8. Payment or redemption during lifetime of owner.—(a) At age 59%
or thereafter.—A retirement plan bond will be redeemable at its current redemp-
tion value upon the request of the registered owner (or a person recognized as
entitled to act on his behalf), provided he is 59% years of age or older. The
owner’s age will be determined from the date of birth shown on the face of the
bond, provided, however, that the Secretary of the Treasury reserves the right
in any case or class of cases to require proof, in the form of a duly certified copy
of his birth certificate, that the owner has attained the age of 59% years. 1f
such evidence is unavailable, one of the following documents may be furnished in
lieu thereof:

(1) Church records of birth or baptism

(2) Hospital birth record or certificate

(3) Physician’s or midwife’s birth record

(4) Certification of Bible or other family record

(5) Military, naturalization, or immigration records

(6) Other evidence of probative value
Similar documentary evidence will also be required to support any claim made
by an owner that the date of birth shown on his bond is incorrect.

(b) Prior to age 59% years—A retirement plan bond will be paid at its then
current redemption value upon a registered owner’s request (or by a person
recognized as entitled to act on his behalf) prior to his attainment of age 59% years
upon submission of a physician’s statement or any similar evidence showing that
the owner has become disabled to such an extent that he is unable to engage in
any substantial, gainful activity by reason of any medically determinable physical
or mental impairment which can be expected to result in death or to be of long-
continued and indefinite duration. The following are examples of impairments
which would ordinarily be considered as preventing substantial, gainful activity:

(1) Loss of use of two limbs.

(2) Certain progressive diseases which have resulted in the physical loss or
atrophy of a limb, such as diabetes, multiple sclerosis, or Buerger’s disease.

(3§ Diseases of the heart, lungs, or blood vesgels which have resulted in major
loss of heart or lung reserve as evidenced by X-ray, electrocardiogram, or other
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objective findings, so that despite medical treatment .breathlessness, pain, or
fatigue is produced on slight exertion, such as walking several blocks, using
public transportation, or doing small chores.

(4) Cancer which is inoperable and progressive.

(5) Damage to the brain or brain abnormality which has resulted in severe
loss of judgment, intellect, orientation, or memory.

(6) Mental diseases (e.g., psychosis or severe psychoneurosis) requiring con-
tinued institutionalization or constant supervision of the individual.

(7) Loss or diminution of vision to the extent that the affected individual has
a central visual acuity of no better than 20/200 in the better eye after best correc-
tion, or has a limitation in the fields of vision such that the widest diameter of
the visual fields subtends an angle no greater than 20 degrees.

(8) Permanent and total loss of speech.

(9) Total deafness uncorrectible by a hearing aid.

In any case coming under the provisions of this paragraph, the evidence referred
to above must be submitted to the Bureau of the Public Debt, Division of Loans
and Currency, Washington 25, D.C., for approval before any bonds may be paid.
If, after review of the evidence, the Secretary of the Treasury is satisfied that
the owner’s disability has been established, a letter will be furnished authorizing
payment of his retirement plan bonds. This letter must be presented each time
any of the owner’s bonds are submitted for payment to a Federal Reserve Bank
or branch or to the Office of the Treasurer of the United States.

(¢) Requests for payment.—(1) By owner.—When redemption of any retirement
plan bond is desired by the registered owner under (a) above, it should be pre-
sented, with the request for payment on the back of the bond signed and duly
certified, to a Federal Reserve Bank or branch or to the Office of the Treasurer
of the United States, Washington 25, D.C. If payment is requested under (b)
above, the letter described therein should accompany the bond.

(2) By person other than owner—When redemption of any retirement plan
bond is desired by the legal guardian, committee, conservator, or similar repre-
sentative of the owner’s estate under (a) above, it should be presented, with the
request signed as described below, to a Federal Reserve Bank or branch or to
the Office of the Treasurer of the United States. If payment is requested under
(b) above, the letter described therein should accompany the bond.! The request
for payment, in either case, should be signed by the representative in his fiduciary
capacity before an authorized certifying officer, and must be supported by a
certificate or a certified copy of the letters of the appointment from the court
making the appointment, under seal, or other proof of qualification if the appoint-
ment was not made by a court. Except in the case of corporate fiduciaries, such
evidence should state that the appointment is in full force and should be dated
not more than one year prior to the presentation of the bond for payment.

(d) Partial redemption.—A retirement plan bond in a denomination greater
than $50 (face value) which is otherwise eligible for redemption may be redeemed
in part, at current redemption value, upon the request of the registered owner
(or a person recognized as entitled to act on his behalf), but only in amounts
corresponding to authorized denominations. In any case in which partial re-
demption is desired, before the request for payment is signed, the phrase “to the
extent of $.___ (face value) and reissue of the remainder’’ should be appended
to the request. Upon partial redemption of the bond, the remainder will be
reissued as of the original issue date. No partial redemption of a bond will be
made after the death of the owner in whose name it is registered.

SEc. 341.9. Payment or redemption after death of owner.—(a) Order of precedence
where owner s not survived by beneficiary.—If the registered owner of a retirement
plan bond dies before it has been presented and surrendered for payment, and
there is no beneficiary shown thereon, or if the designated beneficiary predeceased
the owner, the bond shall be paid in the following order of precedence:

(1) To the duly appointed executor or administrator of the estate of the owner,
who should sign the request for payment on the back of the bond in his representa-
tive capacity before an authorized certifying officer, such request to be supported
by a court certificate or a certified copy of his letters of appointment, under seal

1In any case in which a legal representative has not been appointed for the estate of a registered owne
who has attained the age of 5914 years, or who has become disabled, a person seeking payment ofa bond
on the owner’s behalf should furnish a complete statement of the circumstances to the Bureau of the Public
Denbjg I&fvision of Loans and Currency, Washington 25, D.C. Appropriate instructions will then be
urnishe :
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of the court, which should show that the appointment is in full force and effect,
and be dated within six months of its presentation;

(2) If no legal representative of the deceased registered owner’s estate has
been or will be appointed, to the widow or widower of the owner;

(3) If none of the above, to the child or children of the owner and the descend-
ants of deceased children by representation;

(4) If none of the above, to the parents of the owner, or the survivor of them;

(5) If none of the above, to other next-of-kin of the owner, as determined by

the laws of the domicile of such owner at the time of his death.
In any case coming under the provisions of this paragraph, a duly certified copy
of the registered owner’s death certificate will ordinarily be required. Proof of
death of the beneficiary, if any, will be required where he predeceased the owner.
Payment of bonds under (1) will be made by a Federal Reserve Bank or branch
or by the Office of the Treasurer of the United States, Washington 25, D.C.
Payment of bonds under (2) to (5) will be made upon receipt of applications on
Form PD 3565, together with the bonds and supporting evidence, by the Bureau
of the Public Debt, Division of Loans and Currency, Washington 25, D.C.

(b) Order of precedence where benefictary survived owner—If the registered
owner of a retirement plan bond dies before it has been presented and surrendered
for payment, and the beneficiary shown thereon survived the owner, the bond
shall be paid in the following order of precedence:

(1) To the designated beneficiary upon his presentation and surrender of the
bond with the request for payment signed and duly certified, such payment
to be made to the exclusion of any other person who may have been named ben-
eficiary by the registered owner in a bond purchase plan, or under a pension or
profit-sharing plan;

(2) If the designated beneficiary survived the registered owner but failed to

present the bond for payment during his own lifetime, payment will be made in
the order of precedence specified in (1) to (5) of paragraph (a) above to the legal
representative, surviving spouse, children, parents, or next-of-kin of such bene-
ficiary, and in the manner provided therein.
In any case coming under the provisions of this paragraph, a duly certified copy
of the registered owner’s death certificate will ordinarily be required. Proof of
death of the beneficiary will also be required where he survived the owner but
failed to present the bond for payment during his own lifetime, Payment of a
bond to a designated beneficiary will be made by a Federal Reserve Bank or
branch or by the Treasurer of the United States, Washington 25, D.C.

(c) Ownership of redemption proceeds.—The orders of precedence set forth in
(a) and (b) above, except in cases where redemption is made for the account of.
a registered owner, are for the Department’s convenience in discharging its
obligation on a retirement plan bond. The discharge of the obligation in accord-
ance therewith shall be final so far as the Department is concerned, but those
provisions do not otherwise purport to determine ownership of the redemption
proceeds of a bond.

SEc. 341.10. Reissue.—(a) Addition or change of beneficiary.—A retirement plan
bond will be reissued to add a beneficiary in the case of a single ownership bond,
or to eliminate or substitute a beneficiary in the case of a bond registered in
beneficiary form upon the owner’s request on Form PD 3564. No consent will
be required to support any reissue transaction from a beneficiary whose name is
to be removed from the registration of a retirement plan bond. If the registered
owner dies after the bond has been presented and surrendered for reissue, upon
receipt of notice thereof by the agency to which the request for reissue was sub-
mitted, such request shall be treated as ineffective, provided the notice of death
is received by the Federal Reserve Bank or branch or the Office of the Treasurer
of the United States, Washington 25, D.C., to which the request was sent, in
sufficient time to withhold delivery, by mail or otherwise, of the reissued bond.

(b) Error in issue—change of name.—Reissue of a retirement plan bond will
be made where an error in issue has occurred, as well as in cases where the owner’s
name has been changed by marriage, divorce, annulment, order of court, or in
any other legal manner, upon appropriate request, supported by satisfactory
evidence. Information as to the procedure to be followed in securing such reissue
may be obtained from a Federal Reserve Bank or the Office of the Treasurer of
the United States, Washington 25, D.C.

Sec. 341.11, Use of power of atiorney.—No designation of an attorney, agent,
or other representative to request payment or reissue on behalf of the owner,
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beneficiary, or other person entitled under section 341.9, other than as provided
in these regulations, will be re¢ognized.

Sec. 341.12. Lost, stolen, or destroyed bonds.—If a retirement plan bond is lost,
stolen, or destroyed a substitute may be issued upon identification of the ‘bond
and proof of its loss, theft, or destruction. A description of the bond by de-
nomination, serial number, issue date and registration should be furnished at.
the time the report of loss, theft, or destruction is made. Such reports should
be sent to the Bureau of the Public Debt, Division of Loans and Currency,
Washmgton 25, D.C. Full instructions for obtaxmng substitute bonds will then
be gi

SEC 341 13. Tazxation.—The tax treatment provided under section 405 of the
Internal Revenue Code of 1954 shall apply to all retirement plan bonds. The
bonds are subject to estate, inheritance, or other excise taxes, whether Federal or
State, but are exempt from all taxation now or hereafter 1mposed on the principal
or mterest thereof by any State, municipality, or any local taxing authority.
Inquiries concerning the a Bphcatxon of any Federal tax to these bonds should
be directed to the District Director of Internal Revenue of the taxpayer’s district
or to the Internal Revenue Service, Washington 25, D.C.

Sec. 341.14. Certifying officers.—Officers authorized to certify requests for pay-
ment or for any other transaction involving retirement plan bonds include:

(a) Post offices.—Any postmaster, acting postmaster, or inspector-in-charge, or
other post office official or clerk de51gnated for that purpose. A post office
official or clerk, other than a postmaster, acting postmaster, or inspector-in-charge,
should certify in the name of the postmaster or acting postmaster, followed by
his own signature and official title. Signatures of these officers should be authen-
ticated by a legible imprint of the post office dating stamp.

(b) Banks and trust companies.—Any officer of a Federal Reserve Bank or
branch, or of a bank or trust company charted under the laws of the United
States or those of any State, Commonwealth, or Territory of the United States,
as well as any employees of such bank or trust company expressly authorized to
act for that purpose, who should sign over the title “Designated Employee.”
Certifications by any of these officers or designated employees should be authen-
ticated by either a legible imprint of the corporate seal, or, where the institution
is an authorized issuing agent for United States savings bonds, Series E, by a
legible imprint of its dating stamp,

(¢) Issuing agents of Series E savings bonds.—Any officer of a corporation or any
other organization which is an authorized issuing agent for United States savings
bonds, Series E. All certifications by such officers must be authenticated by a
legible imprint of the issuing agent’s dating stamp.

(d) Foreign couniries.—In a foreign country requests may be signed in the
presence of and be certified by any United States diplomatic or consular repre-
sentative, or the manager or other officer of a foreign branch of a bank or trust
company incorporated in the United States whose signature is attested by an im-
print of the corporate seal or is certified to the Treasury Department. If such an
officer is not available, requests may be signed'in the presence of and be certified
by a notary or other officer authorized to administer oaths, but his official charac-
ter and jurisdiction should be certified by a Uunited States diplomatic or consular
officer under seal of his office.

(e) Special provisions.—The Commissioner of the Public Debt, the Chief of the
Division of Loans and Curreney, or any Federal Reserve Bank or Branch is au-
thorized to make special provision for certification in any particular case or class
of cases where none of the officers authorized above is readily accessible.

SEc. 341.15. General provisions—(a) Regulations.—All retirement plan. bonds
shall be subject to the general regulations prescribed by the Secretary with respect
to United States securities, which are set forth in Treasury Department Circular
No. 300, current revision, to the extent applicable. Copies of the general regula-
tions may be obtained upon request from any Federal Reserve Bank or branch or
the Office of the Treasurer of the United States.

(b) Reservation as to issue of bonds.—The Secretary of the Treasury reserves
the right to reject any application for the purchase of retirement plan bonds, in
whole or in part, and to refuse to issue or permit to be issued any such bonds in
any case or any class or classes of cases if he deems such action to be in the public
interest, and his action in any such respect shall be final.

(c) “Additional requirements.—In any case.or any class of cases.arising. under
this circular the Secretary of the Treasury may require such additional evidence
as may in his judgment be necessary, and may require a bond of indemnity, with
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or without surety, where he may consider such bond ‘necessary for the protectxon
of the United States.

(d) Waiver of requirements.—The Secretary of the Treasury reserves the right,
in his discretion, to waive or modify any provision or provisions of this circular in
any particular case or class of cases for the convenience of the United States, or in
order to relieve any person or persons of unnecessary hardship, if such action is
not inconsistent with law, does not impair any existing rights, and he is satisfied
;ch%tlsuch action would not subject the United States to any substantial expense or
iability.

(e) Fiscal agents.—Federal Reserve Banks and branches, as fiscal agents of the

-United States, are authorized to perform such services as may be requested of

them by the Secretary of the Treasury in connection with the issue, delivery, re-
demption, reissue, and payment of retirement plan bonds.

(f) Reservation as to terms of circular—The Secretary of the Treasury may at
any time, or from time to time, supplement or amend the terms of this circular,
or any amendments or supplements thereto.

Dovueras DILLON,
Secretary of the Treasury.

Table of redemption values providing an tnvestment yield of 3% percent per annum
for bonds bearing issue dates beginning J anuary 1, 1963

Table shows how the retirement plan bonds bearing issue dates beginning January 1, 1963, by
denomination, increase in redemptiorn value during successive half-year periods following issue. The

-redemption values have been determined to provide an investment yield of 3.75 percent ! per annum,
‘compounded semiannually, on the purchase price from issue date to the beginning of each half-year period.

The period to maturity is indeterminate in accordance with the provisions of sec. 341.1(b) of this circular.?

Issue price $50.00 $100.00 $500.00 $1,000.00 -
Period after issue date Redemption values during each half-year period
(values increase on first day of period shown)

First % -year. .. . R $50. 00 $100. 00 $500. 00 $1, 000. 00
B t0 liyear oo 50.94 101.88 509.38 1,018.75
-1 to 1%4 years... 51,89 103.79 518.93 1,037.85

1% to 2 years. 52.87 105.73 T 528.66 1,057.31
'2.t0 214 years. 53.86 107.71 538. 57 1,077.14
24 to 3 years. 54. 87 109.73 548. 67 1,097.33
3 to 315 years. : : 55.90 111,79 558. 95 1,117.91
38 t0d Vears. ool 56. 94 113.89 569, 43 1,138.87
4 to 414 years 58.01 116.02 580.11 1, 160. 22
414 to 5 years_._ 59.10 118.20 590.99 1,181.98
540 536 years. ... : 60.21 | - 120. 41 602,07 1,204.14
534t0 6 vears. . . ... 61.34 122.67 | . 613. 36 1,226,72
610615 years. o ooooooaooooao 62.49 124.97 624. 86 1,249.72
64107 years. 63. 66 127.31 636. 57 1,273.15
Tto7Ysyears oo oo eccmeman - 64. 85 129. 70 648. 51 1,297.02
"7%4 to 8 years : 66.07 132,13 660. 67 1,321.34
'8 to 814 years. 67.31 134.61 673.06 1,346.11
814 to 9 .year: 68. 57 137.14 685. 68 1,371.35
9 to 914 years. 69. 85 139.71 698.53 | - 1,397.07
9% t0 10 years oo ..ooooe ... 71.16 142.33 711,63 1, 423.26
10 to 1015 years. 72.50 144.99 724.97 1,449, 95
1024 to 11 years. 73.86 147.71 738. 57 1,477.13
11 to 1115 years. 75.24 150,48 762.42 { - 1, 504.83
1134 to 12 years. 76.65 . 153.30 766. 52 1, 533. 05
12 to 1215 vears.. 78.09 . 156,18 780. 90 1, 561.79
1214 to 13 years. 79.55 159.11 795.54 |- 1, 591. 07
13 to 1314 years. 81.05 162. 09 '810. 45 1,620.91
1315 to 14 years. 82. 56 165.13 825.65 1, 651. 30
14 to 1414 years. 84.11 168.23 841.13 1, 682. 26
‘1414 to 15 years. 85.69 171.38 856.90 1,713.80
15 to 1514 years. 87.30 - 174.59 872.97 1,745.94
1514 to 16 years. - 88.93 177.87 889.34 1,778.67
16 to 1614 years. 90. 60 181.20 906. 01 1,812.02
1614 to 17 years. 92.30 184. 60 923.00 1, 846. 00
17 to 1714 years. 94.03 188.06 940. 31 1, 880. 61
1734 to 18 years. 95.79 191. 59 957. 94 1 915, 87
*18 to 1814 vears. 97. 59 195.18 975.90 1, 951. 80
1814 to 19 years_ 99.42 .198.84 994. 20 ©1,988.39
19 to 1934 years.. 101.28 202, 57 1,012.84 2,025, 67
1914 to 20 years. - 103.18 - 206.37 | - 1,03L..83 . 2,063.66
20 to 2014 years N 106.12 | | 210.23 1, 051.17 2 102. 35

2 Atafuture date prior toJan. 1, 1983 (20 years after isstie date of the ﬁrst bonds) this table W111 be extended
to show redemption values for periods of holding of 2015 years and beyond.
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Legislation

ExniBiT 13.—An act to increase temporarily the public debt limit set forth
in section 21 of the Second Liberty Bond Act

[Public Law 88-30, 88th Congress, H.R. 6009, May 29, 1963]

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That the public
debt limit set forth in the first sentence of section 21 of the
Eecond Liberty Bond ﬁct, as amended (31 U.8.C. 757b), shall
e temporarily increased— ; imi
(1) during the period beginning on the date of the enactment gﬂ?ﬁb%f:?yt ilxll?m'
of this Act and ending on June 30, 1963, to $307,000,000,000, and Sreases. 72 Stat.
(2) during the period beginning on July 1, 1963, and ending on 7%
August 31, 1963, to $309,000,000,000.
During the period ending on June 30, 1963, the limit provided
by paragraph (1) shall be in lieu of the limits provided by the
Act of July 1, 1962 (Public Law 87-512; 76 Stat. 124).
Approved May 29, 1963.

Financial Policy

ExHIBIT 14.—Statement by Secretary of the Treasury Dillon, January 31,
’ 1963, before the Joint Economic Committee

The recent performance of the American economy has already been reviewed
in the Economic Message of the President and in the Report and testimony of
the Council of Economic Advisers. The compelling and overriding theme of
their remarks can be simply stated.

The need for faster growth

1962 was, against the background of recent experience, a good year. Em-
ployment, output, and incomes all reached new records. Almost two years after
‘the last recession, the economy appears free of those excesses and imbalances
that in the past have signaled a new downturn. Virtual price stability has been
maintained throughout the expansion period. And, despite the substantially
higher level of imports generated by rising business activity, the pattern of
increasingly large deficits in our balance of payments that characterized the
years 1958-1960 has been reversed.

Nevertheless, our recovery since early 1961, reassuring as it has been, has not
achieved the kind of decisive transition to dynamie, self-reinforcing growth that
is well within our means. The past five years have left us with a residue of
unemployment that a recovery of only normal proportions cannot eliminate.
Excess productive capacity and pressures on profits continue to chill the incen-
tives to invest and expand upon which our economic vitality depends. Not
only has our progress at home been limited, but also our ability to provide ex-
panded markets for other nations struggling to find the means for a better life
within a framework of individual freedom. At the same time, the deficit in our
_international payments has remained uncomfortably large.

We want to increase our rate of economic growth and improve our living
standards because it is basic to our way of life. We are concerned that too
many of our citizens are unemployed, that others do not have a fair share of the
national prosperity, that there are depressed economic areas, that our economy
is not growing as fast as others. We are not willing to accept these as inevitable
and we believe a combination of appropriate Government policies and private
initiative, consistent with our political and economic traditions, can help to ease
these problems.

Our difficulties are not those of crisis—a sharp domestic recession—an
unmanageable drain of international reserves—an early relapse into inflation.
Rather, the problem lies in a gradual accumulation of deficiencies over a period
of years, each interacting with the other to retard our progress. Slow growth
and less-than-capacity operations inevitably dull incentives to invest, encourage
inefficient ‘“make work’ practices, and lead to pressures on unit costs and profit
margins. In this setting, investment opportunities abroad, within the borders
-of our rapidly growing foreign competitors, become magnets to American capital,
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burdening our balance of payments today and diverting potential new jobs and
efficient productive facilities from our shores. And, in terms of the Federal
budget, our underemployed economy is not able to generate the revenues needed
to cover the costs of Government, even though increases in spending for fiscal
1964 are being held to the essentials of national security, space, and interest
payments.

The link between our domestic and balance-of-payments goals

One lesson of the past five years is that our goals of domestic growth and
external balance cannot safely be separated. We live in an open economy, an
economy whose performance powerfully influences our trading partners, rich
and poor alike, and which is itself subject to strong competitive pressures from
abroad. Our growth, or failure to grow, the efficiency with which we produce,
the climate for domestic investment, and our success in achieving price stability
all affect the flows of goods and capital between nations. And the strength and
stability of our currency concern every nation with a stake in freely-flowing
trade and a durable international payments system, for side by side with gold
itself, the dollar serves the free world as its chief reserve and trading currency.

The continuing need to reconcile our domestic and international objectives
sometimes limits the kind and scope of specific actionsithat we can take in pursuit
of one goal or the other. But fundamentally these goals need not be incompatible;
indeed, they can reinforce each other. Faster growth at home and an efficient
industry, able to pour out the new products eagerly sought in world markets,
both depend upon a higher level of domestic investment, incorporating the latest
technology and exploiting the fruits of new research. A dynamic domestic
economy, alive with new and profitable investment opportunities, is ultimately
the only way—consistent with our free market system—by which we can dis-
courage excessive outflows of capital and attract funds from abroad. Price
stability is essential both to broaden our export markets and to achieve balanced
growth at home.

The continuing challenge before us is to seek out and apply that blend of
practical policies that, taken together, promise to support both our domestic
and international objectives. This requires, first of all, a clear appraisal of
existing trends, not just for recent months or the past year, but for a long enough
period to appreciate the underlying forces at work in the economy. It is in this
longer perspective that the performance of the past year, while gratifying in
many respects, has demonstrated the need for new approaches.

The key role of investment

One fact that stands out in our recent experience has been the sluggishness of
business investment—the kind of spending that both generates current income
and enlarges our productive potential. This is true in relation to both our
earlier postwar record and that of our aggressive foreign competitors. To be
sure, business spending for plant and equipment rose by 9 percent in 1962. But
the gains slowed appreciably after the early months of recovery and, in dollar
volume, outlays barely surpassed levels reached as long ago as 1957. In real
terms, spending is actually below earlier peaks. We have been adding to our
capital stock at a rate of little more than 1} percent per year since 1957, well
below the amounts that are needed to support a vigorously growing economy.
Moreover, businessmen, once the threat of a steel strike was eliminated early
last year, have followed increasingly cautious inventory policies, adding to stocks
only where clearly needed to support their current level of sales.

The explanation for these conservative business policies is not hard to find.
With many industries faced for some time with more capacity than they could
effectively use, and with profit margins under pressure over a period of years,
businessmen understandably have confined their investment spending largely to
those replacement and modernization projects offering clear and prompt cost
advantages. With fast deliveries assured, and with constantly improving methods
of inventory control allowing smaller inventories to serve a given level of demand,
ncentives for adding to their volume have been weak.

These investment and inventory practices, rooted in the experience of the
past five years, are one reason why the danger of serious recession in the months
ahead appears remote. But, in an economy with a growing labor force and steady
increases in worker productivity, we cannot be satisfied with stability or creeping
advance. And the fact of the matter is that we need, and could effectively
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utilize at a high level of employment, much more investment than has been-
forthcoming.

Much of the difficulty lies in an absence of sufficiently strong and assured
markets—markets more in line with our potential capacity to produce. After
five years of inadequate progress we cannot-confidently sit back in the hopes
that such markets will appear spontaneously, without the encouragement of
fresh incentives and the release of new purchasing power.

Residential housing, for instance, had a good year in 1962, helped by the pre-
vailing ease of mortgage credit. But, it would be unrealistic to expect, within
the limits set by family.formation and current income levels, that that sector
can supply the further expansionary drive that is needed. Government expend-
itures, at all levels, are also rising, but not appreciably faster than current tax
rates are draining income from other sectors of the economy. To permit ex-
‘penditures to rise further, in areas of less than compelling need, merely as a
means of expanding demand would clearly violate important considerations of
public policy. Finally, consumers—accounting for two-thirds of our whole gross
national product—have regularly been spending a normal share of their aftertax
incomes. Further increases in their outlays can be expected, but only as we.
generate a rise in income and employment from other sources.

The tax program and debt management

We have at our command an instrument that will permit us to cut through
this impasse. A broad consensus has developed among leaders from all sectors
of our economy that fresh incentives for investment, for risk-taking, and for
personal effort—supported by the release of additional purchasing power through
tax reduction—offers a practicable means for breaking through the sluggish
performance of recent years to achieve the difficult transition to sustained and
self-reinforcing prosperity. This consensus is embodied in the program of tax
reduction and reform that the President presented to the Congress last week,
and that lies at the core of our economic and financial policy. I shall be testi-
fying on ‘that program in detail before the House Ways and Means Committee
next week, and am not in a position to treat the specifics at length here today.
Rather, I would like to consider the program in the perspective of the overall
financial policy of this administration, for tax reduction, however vital, can be
only a part of a well-conceived financial program for the mid-1960’s.

Ultimately, one result of our proposed tax program will be a higher level of
Federal revenues than can reasonably be expected if we continue to hold back
our productive power with a tax structure that saps initiative and drains off
such a large fraction of income that reasonably full' employment becomes an
ever receding mirage. The reason is very simple—revenues reflect not only the
level of tax rates, but also the level of incomes to which they are applied. Our
own experience—most recently following the 1954 tax reduction—shows that
this kind of stimulus to an idling economy can be the surest path to vigorous
expansion and budgetary balance. And the record of the past five years also
demonstrates the futility of deferring action in the hope that some other stimulus,
always just beyond the visible horizon, can do the job.

None of us ean be happy with the temporary increase in the deficit that our
tax program implies for fiscal 1964, although I should point out that the estimated net
revenue loss of $2.7 billion is small when compared to the $9.2 billion deficit that
we face in any event as a consequence of the failure of our economy to achieve
reasonably full capacity operation. The phasing of the full program over three
years, but with enactment in a single package, is designed to minimize the transi-
tional deficit, before balance can be restored, without delaying the impact on
business incentives. And I am confident that we will be able to manage a deficit.
of the magnitude we foresee without endangering either our record of price sta-
bility or our balance-of-payments position, just as we have successfully financed
our deficits of the past two years.

We have been aided in that task by a rising flow of savings that individuals
and businesses have been willing to commit to investment for a substantial period
of time. Almost all the deficit in 1962 was financed outside the banking system.
Moreover, the increase in outstanding Government securities maturing in more
than five years was substantially greater than the total rise in the public debt.
Under the circumstances, it was possible to achieve this progress toward restrue-
turing and funding the marketable debt—symbolized by a 7% percent increase
in its average maturity—without diverting funds from productive use elsewhere
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in the economy.  In fact, most long-term interest rates drifted down below their
recession lows over the course of the year.

As we move ahead in financing the deficit, we will remain alert to the need to
maintain a debt structure that will not contribute to inflationary pressures as
full employment is restored. This will require distribution of the debt among
the various maturity areas and investor groups in a manner that avoids excessive
liquidity, either in the form of new money creation or short-term Treasury
securities.

Of course, at a time of unemployment and excess capacity like the present, the
use of short-term securities or commercial bank financing is fully justified in
appropriate amounts. A growing economy needs more money and other liquid
assets, and short-term Government issues may help to fill these needs. The
compelling policy requirement—and the guide that we have consistently ob-
served—is to insure that the growth of liquidity instruments of all kinds does
not run ahead of the ability of the economy to absorb them without inflation.

While hard and fast mechanical rules cannot be set down in advance, this
guide implies a continuing need to tap longer-term savings—either directly, or
through- the complex of savings institutions—for a portion of the funds required
to finance our forthcoming deficit. We are fortunate, in approaching this task,
that techniques have been developed that permit us to raise funds in the inter-
mediate- and longer-term sectors of the market with a minimum of disturbance
to other borrowers. I am thinking partly of our advance refundings, which have
now been tested and found useful in six instances over the course of two Ad-
ministrations. I am also thinking of our recent experience in auctioning long-
term bonds through competing syndicates of security dealers—an experiment
that owes much to the continuing interest and support of Senator Douglas. I
am happy to report that our initial venture in selling $250 million of long-term
bonds by that means was highly successful in achieving a wide distribution of the
new securities, in this instance at an interest cost virtually equivalent to the
prevailing yield for comparable outstanding securities. While it is still too soon
to permit a judgment concerning the ultimate role of this new technique within
our total debt management program, the initial success provides every reason for
further testing from time to time as market conditions and our own objectives
make that desirable.

Financing the transitional deficit

It is sometimes argued that, to the extent we tap savings in financing the
deficit, the desired stimulus from our tax program will be offset—that we will, in
effect, "take back with one hand the money that we provide with the other. This
oversunphﬁed account of the financing process overlooks several important con-
siderations. First of all, however the deficit is financed; it will leave untouched
the spur to the economy from the greater incentives for productive effort and
new investment brought on by tax rate reduction. Equally important, there is
every reason to believe that, until we return closer to full employment, the flow
of longer-term investment funds generated by rising levels of business activity
will exceed the combined borrowing requirements of individuals, businesses, and
State and local governments, ]ust as has been the case over the last two years.

An increased volume of savings will not require decisions to reduce spending
by business or consumers, but rather will flow from higher incomes. The act of
‘saving may itself be the end product of a long sequence of prior spending de-
cisions, each of which will tend to add to the level of business activity and the
incomes of workers. The taxpayer himself, when he devotes part of his tax
saving to purchases of goods or services, will be only the first link in this chain
of spending, income generation, and saving that lies at the heart of the expan-
sionary process. Under these circumstances, it is quite possible and practicable
for the Government to absorb some of the new savings for its own use, without
bringing undesirable upward pressures on interest rates or diverting funds from
use in other investment channels.

As the economy reaches full employment, and potential savings can be fully
and productively employed in financing our expanding private economy, the
situation becomes quite different. Then it is quite true that wedging Govern-
ment bonds into an already taut capital market will raise interest rates and curtail
private spending. And, in a potentially inflationary situation, that might be
appropriate. . Even more to the point, that would clearly be a situation in which
Government pohcles should be directed toward budgetary balance and surplus,
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thereby restraining demand and (through debt retirement) releasing funds for
productive use by other sectors of the economy. I am confident that, as the
economy does reach its full potential, the tax rates we are proposing will in fact
generate revenues adequate to cover the essential expenditures of Government.

The course of interest rates in the months ahead will be affected less by Treasury
debt management decisions than by the course of the economy itself, and by the
policies of the Federal Reserve in response to emerging developments both
domestically and in our balance of payments.

Whatever the future may bring in this respect, it is clear that easy money and
ample availability of credit has been a major factor supporting the economy
throughout this period of expansion, and remains so today. Seldom in our
history—-certainly not since World War II—have most long-term interest rates
actually declined during a recovery period. I was interested to see recently a
report that the larger New York banks charged an average of %-% percent less
per annum for new term loans in 1962 than was the case a year earlier—a striking
reflection of the downward pressures on the rate structure and aggressiveness of
banks in seeking out new borrowers, even while the so-called prime rate remained
unchanged. The record volume of mortgage financing in 1962—coming at a
time in the expansion period when tight money has often sharply curtailed home-
building—is another sign of the really unique character of this period.

Tax policy and the balance of payments

The continuing need for striking an appropriate balance between domestic and
external considerations in the execution of debt management and monetary
policies will not be fundamentally changed by our tax proposals. However, we
have developed the tax program so as to reduce the possibility of serious conflicts
arising. For one thing, it will take on a good part of the burden for encouraging
expansion that is being borne by monetary policy, thereby easing the problems
of the monetary authorities should they one day find themselves compelled to
deal more vigorously with the balance of payments.

Equally important, the stimulus to domestic investment, the new incentives
for cost-cutting and modernization, the encouragement for industrial research,
and the higher profits implicit in the tax program will support and reinforce
our more specific efforts to deal with the balance-of-payments problem. Some
capital that is now inclined to seek employment abroad will find new opportunities
opening up in this country. The productivity of our industry should be rein-
forced, bettering our competitive posture in markets at home and abroad. Our
leadership in research and its application to industrial products—products that
account for a large portion of our total exports—will also be further bolstered.

To realize these potential benefits for our balance of payments, it remains cri-
tically important that we maintain price stability. The wage and price guideposts
reiterated in the Report of the Council of Economic Advisers clearly set forth the
general standards by which price and wage decisions may appropriately be
evaluated from the standpoint of the public interest. The increases in take-
home pay and profits implicit in our tax program should make it easier for both
sides to accept wage settlements and to make pricing decisions that lie well within
these guideposts, effectively supporting our goal of price stability.

Balance-of-payments results

One of the disappointments of the past year has been the relatively slow im-
provement in our balance of payments. The preliminary figures presently avail-
able, indicating that our overall deficit remained somewhat over $2 billion, demon-
strate conclusively that we must seek out and apply even more vigorously measures
specifically aimed at restoring lasting equilibrium in our international accounts.

With merchandise imports rising by $1.6 billion last year, the moderate progress
recorded in reducing our deficit from the $2% billion in 1961 was possible only
because the concerted efforts to stem the dollar drains directly associated with
Government activities have begun to bear fruit. Most importantly, net military
spending overseas declined by almost $600 million (on the basis of incomplete
data), reflecting offsetting purchases of military goods and services by our allies.
The vigorous efforts to economize on our own military spending overseas merely
served to hold the overall total level while absorbing the costs of larger forces and
higher foreign price’levels. Prepayments of loans by France, Italy, and Sweden
amounted tofover $650 million, approximately comparable to our 1961 receipts
from this source. A larger proportion of our aid to the less-developed countries
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was directly reflected in purchases in this country, and fully three-quarters of
this fiscal year’s new AID commitments will result in American exports in coming
years.

Further savings in Government spending overseas are clearly necessary. I am
confident that they will emerge as the new Government-wide control system for
international transactions, established within the Bureau of the Budget, becomes
fulil',ly effective as an administrative device for budgeting our foreign exchange
outlays.

Improvement developed in other directions as well. Commercial exports rose
moderately, despite slower growth in Europe—our most rapidly expanding export
market. The steady increase in earnings on our overseas investment provided
a factor of long-term strength. Short-term capital outflows, which had reached
exceptionally high levels in 1960 and 1961, declined, although they still remain
a major factor in our payments difficulties. These outflows, including items not
specifically recorded in our balance-of-payments statistics, accounted for approxi-
mately 70 percent of our total deficit as compared to about 80 percent in 1961.

Last year's deficit resulted in a gold loss of $890 million as compared to $857
million in 1961. Toward the end of last year, and continuing into early 1963,
ten weeks passed in which there was no net decline in our gold stock. This
situation could not be expected to continue in the face of our payments deficit,
and the gold outflow resumed in January. Further moderate outflows can be
expected in the coming weeks and months.

The improvement in our balance of payments thus far is simply not good enough
if we are to maintain a strong dollar and fulfill our basic commitments for aid
and defense. The hard job of searching out and penetrating new foreign markets
has only begun and the President has therefore proposed a sharp step-up in our
export expansion program. Our long-term capital exports continue to reflect the
absence of effective alternatives abroad to our own well-developed capital markets,
as well as the inadequate investment opportunities at home. And the burdens
of aid and defense must be more equitably shared.

Strengthening the international payments system

We cannot take comfort in the thought that an easy solution can be found in
some new monetary arrangement that will shield us from the necessity for taking
corrective action. Any effective monetary arrangement necessarily presupposes,
not balance every year, but an ability and willingness to avoid large and continuing
deficits, as well as the full confidence of a group of willing lenders.

We need a stable monetary system, resistant to the strains and shocks that can
quickly develop as a result of sudden and massive flows of funds between countries,
and capable of meeting the needs of a growing world economy for international
liquidity and access to credit. During the past year, we have made great
strides toward strengthening the existing system. The prompt ratification and
implementation of the special IMF borrowing arrangement—making available
in time of demonstrated need a pool of up to $6 billion of convertible currencies—
was a source of special gratification. Moreover, we have now tested in a wide
variety of situations the usefulness of operations for our own account in both the
spot and forward foreign exchange markets, of reciprocal currency agreements by
the Federal Reserve with the monetary authorities of other industrialized coun-
tries, and of Treasury direct borrowing at short- and medium-term from other
countries in a strong payments position. The effectiveness of these arrangements,
supplementing the resources of the IMF itself, in meeting incipient strains of
various kinds—whether directed fagainst the dollar or other currencies—was
demonstrated at the time of the stock market disturbances last spring, and again
during the Canadian exchange crisis, and the Cuban situation. Similarly, the
new cooperative arrangements in the London gold market have been helpful in
dispelling a potentially speculative atmosphere, and the price of gold in that
market declined toward the end of last year. For much of January, the price
has been below $35.06, touching the lowest level since 1959.

No doubt there is room for further innovation and improvement in these areas.
We are continuing to study these questions in cooperation with other interested
countries. But no monetary mechanism can effectively substitute for the hard
and continuing task of steadily improving our own balance of payments. The
easy, obvious savings have already been made—the hard core of the deficit that
remains will require the conscious effort and understanding of all groups in the
economy, as well as the cooperation of our friends abroad who now find themselves
in a strong position.

707-484—84——20
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In this connection, I was much interested in reading the report of your own
subcommittee, chaired by Congressman Reuss, that recently made available a
mass of valuable and provocative material on the balance of payments and related
monetary arrangements. The emphasis in your own conclusions on the funda-
mental necessity for working with our allies to achieve a more equitable sharing of
the burdens of defense and aid, with full recognition of the increased capacity and
economic strength of other industrialized nations in recent years, seems to me en-
tirely appropriate. And I also share your view that we can find no solution to
our problems- by s1mply multiplying guarantees for dollars in the hands of
forexgners

The need for price stability

But there is one sort of guarantee that is vitally necessary if we are to mamtam
the confidence of our friends abroad and successfully achieve our twin goals of
domestic expansion and balance in our international accounts—that is a pledge
that we will conduct our affairs in a manner that will maintain our recent record

“of price stability. That is why it is essential that we finance our deficit in a pru-

dent way, with an eye toward the future as well as the present. . That is why we

need to maintain a flexible monetary policy, alert to developments as they emerge.

And, above all, that is why it is so important that labor and business alike, as the

stimulus from our tax program takes hold, continue to seek out more efficient

glethods of productlon and dlsp]ay restraint in their Wage bargaining and pricing
ecisions.

This process should be greatly facilitated by the new incentives and the increases
in aftertax incomes of individuals and business enterprises alike which will be pro-
vided by our tax program. It isin this context of responsible citizen action within
a framework of effective public policy that tax reduction will be a boon to us all.

Public Debt Management

ExniBiT 15.—Statement by Secretary of the Treasury Dillon, February 27, 1963,
before the House Ways and Means Committee on the debt limit

‘The President in his Budget Message last January requested legislation which
would extend the present $308 billion temporary debt limit through the remainder
of the current fiscal year. I am here today to urge approval of this legislation.
It is absolutely essential for the sound management of Government finances during
the final quarter of the fiscal year.

The existing law provides that the temporary debt hmlt will drop from the
present level of $308 billion to $305 billion beginning April 1, 1963, and from $305
billion to $300 billion beginning June 25, 1963. The debt 1imit will revert to the
,_perrnanent level of $285 billion on July 1 1963.

The graduated reductions scheduled for the debt limit in fiscal 1963 were de-
signed to conform closely to the seasonal borrowing requirements of the Govern-
ment under the assumption of a balanced budget.!

The single, most significant fact in this hearing is to emphaswe that when the
graduated reductions from the $308 billion level were originally established, it
was universally agreed that they would not be feasible if we were to run a defieit
‘of any substantial size in fiscal 1963. - .

The balanced budget assumption upon Whlch these debt limit “step-downs”
‘were based has, I regret to say, not been realized. -As you all know, we are ex-
pecting a sizable deficit in fiscal 1963, an administrative budget deficit which was
estimated in the President’s Budget Message last month at $8.8 billion. This
deficit. was largely produced by the failure of the economy to attain the levels of
economic activity which had been assumed when the President’s Budget Message
was presented in January 1962. Instead of the assumed gross national product
of $570 billion in 1962, the actual figure came to only $554 billion. As a conse-
quence of this slower-than-expected rate of economic expansion, we now expect
fiscal 1963 revenues to be $4.8 billion lower than we had projected in January 1962,
Various, partially offsetting refinements in our estimates, resulting from new and
more up-to-date data, have reduced the revenue estimate by another $600 million.

1 See 1962 annual report, pp. 290-296, “Statement by Secretaxy of the Treasury DIHOD June 26, 1962,
before the Senate Finance Committee on the debt limit,”

L
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Finally, administrative changes in the depreciation provisions of the Revenue
Code and the effects of the Revenue Act of 1962 have led to a further reduction of
$2.1 billion in our revenue estimate. In sum, revenues are now estimated to be
$7.5 billion lower than the January 1962 budget projection upon which the
present temporary debt limit provisions were tailored.

Estimates for fiscal 1963 expenditures have also increased over last year’s
estimate. The increase is $1.8 billion over the figure in the January 1962 Budget
Message. At the time of last year’s debt ceiling hearings, additional proposals
had been made involving an amount approximately offsetting the small surplus
estimated in the January 1962 Budget document. The largest of these—for the
accelerated public works program—was subsequently enacted and is estimated to
require expenditures of $300 million in fiscal year 1963. The other expenditure
increases, however, were not foreseen at the time of last year’s hearings. The
largest unexpected increases are: a rise of $895 million in expenditures on agri-
culture (over $400 million of which is attributable to the fact that the President’s
agricultural proposals were not enacted), and a $541 million increase in the cost
of the postal service (stemming primarily from the fact that postal rate increases
were effective January 7, 1963, rather than July 1, 1962, as proposed). These
items, together with smaller increases and decreases in other programs, produced
the estimated rise of $1.8 billion in total expenditures over the January 1962
estimates. "

In short, the combined effect of a substantial reduction in revenues and a
moderate increase in expenditures has led to the current estimate of an $8.8
billion deficit rather than the even balance upon which the present temporary
debt limit legislation was based.

Last June, at the time of the debt limit hearings, with much evidence at hand
that the rate of economic expansion was slowing down, it was apparent that the
gross national product projection upon which we had based our revenue estimates
was much less likely to be realized than we had thought in January. However, we
did not have, at that time, an adequate basis for revising either the revenue or the
expenditure estimates presented in the Budget Message. In the light of all of
the uncertainties, both with respect to the future course of the economy and with
respect to the future actions of the Congress, it was judged best to proceed with
the request for a fiscal 1963 debt limit based on the assumption of a balanced
budget, a judgment with which this committee specifically concurred.

Since it is now abundantly clear that a substantial deficit will be incurred in
fiscal 1963, the scheduled reductions in the temporary debt limit cannot be per-
mitted to occur. The bills are coming in; they must be paid.

An attached table clearly demonstrates that a $308 billion debt limit is the
absolute, rock-bottom minimum needed to finance the operations of the Federal
Government from now through June 30, 1963. This table was constructed on
the basis of the same two assumptions used in last year’s debt limit hearings:
an operating cash balance of $4 billion and an allowance for flexibility and con-
tingencies of $3 billion. The table shows that a $308 billion debt limit will not,
in fact, provide us with anywhere near this margin for flexibility and contin-

encies during the remainder of fiscal 1963. In mid-June, the margin under a
%308 billion debt limit will shrink to an extremely narrow $800 million. However,
since we are nearing the end of the fiscal year, both revenues and expenditures
are unlikely to vary substantially from current estimates, so we can afford to
run the risk of what would otherwise be an unacceptably narrow margin. It is
for this very simple and very compelling reason that I earnestly recommend
the prompt approval by this committee of legislation extending the present $308
billion temporary debt limit through the remainder of this fiscal year.
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Actual operating cash balance and public debt subject to limitation June 30, 1962—
February 15, 1963, estimate based on constant operating cash balance of $4.0
billion (excluding free gold) February 28, 1963-June 30, 1963

[In billions, based on 1964 Budget document]}

Allowance to
Operating cash | Public debt | provide flexi- | Total public

Date balance (exclud-] subject to  |bility in financ-| debt limitation
ing free gold) limitation ing and for required
contingencies
Actual 1962

$9.4 $298.2 f ...
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Actual and estimated monthly budget receipts and expenditures and resulting end-of-month debt levels, fiscal year 1963

[In billions, based on 1964 Budget document)

Budget receipts and expenditures Net re- Financing means
ceipts of Allowance
‘trust and Operating | Debt sub- | for flexi- Total
Date clearing Total to Decrease Increase cash bal- ject to bility and | debt limi-
Net re- Expendi- | Surplus, accounts |befinanced| in opera- in debt ances ? limitation contin- tation
ceipts 1 tures ! or deficit | and other ting cash | subject to gencies required &
(=) transac- balances ? limit
tions
...................................................................................... $9.4
$3.6 $7.3 —4$3.7 $0.1 $3.6 $3.9 —$0.3 5.5
7.1 8.5 —1.4 —.4 1.8 —2.2 4.0 7.7
10.0 7.3 2.7 0.2 -2.9 —.6 -2.3 8.3
3.0 8.5 -5.5 0.3 5.2 2.6 2.6 5.7
November. 7.0 8.1 -1.1 -1.6 2.7 —.6 3.3 6.3
December_ . cueimameenn- 8.4 7.6 .8 1.5 —-2.3 -4 -1L9 6.7
1968 JanUArY.eeoooc.cccmeeceoan 5.5 8.0 —2.5 .3 2.2 2.2 [ecceaaaas 4.5
Estimated
February 7.5 6.9 .6 ) —.6 .5 -11 4.0 302.5 $3.0 $305. 5
March. 9.3 7.7 1.6 4 -2.0 O] —2.0 4.0 300. 5 3.0 303.5
April. 5.0 7.5 -2.5 —.4 2.6 Q) 2.9 4.0 303. 4 3.0 306. 4
May. 7.4 7.8 —-.4 —.6 1.0 ) 1.0 4.0 304. 4 3.0 307.4
June 11.7 9.1 2.6 -7 -1.9 ) -1.9 4.0 302.5 3.0 305.5
Fiscal year 1963 oo oomcoemaceccanee 85.5 94.3 —8.8 -9 9.7 5.4 4.3
1Totals based on 1964 Budget document. Monthly spread for February through 3 At the mid-month points in March and June the requirements are $308.1 billion and
June estimated by Treasury. $310.2 billion, respectively.
3 Excluding free gold. 4 Assuming $4.0 billion constant cash operating balance.
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ExaiBIT 16.—Statement by Secretary of the Treasury Dillon, May 23, 1963,
before the Senate Finance Committee on the debt limit

Under existing law, the temporary debt limit dropped from $308 billion to
$305 billion on April 1, 1963, and is scheduled to decline to $300 billion on June 25,
1963. Should the existing temporary legislation be allowed to expire without
further action, the debt ceiling would revert to the permanent level of $285
billion on July 1, 1963.

The graduated reductions established in the debt limit legislation for fiscal 1963
were specifically designed to take care of the seasonal borrowing requirements of
the Government under the assumption of a balanced budget.

While the prospect of a balanced budget in the fiscal year 1963 was admittedly
dubious at the time of last year’s legislation, it did not appear practical to legis-
late on any other basis.!

Unfortunately, a balanced budget has not eventuated. As you are aware, the
administrative budget deficit for fiscal 1963 was estimated in the January Budget
Message at $8.8 billion. While the budget outlook for fiscal 1963 has improved
somewhat since the January estimate, we still face a deficit in the neighborhood
of $8 billion.

As a consequence of the substantial fiscal 1963 deficit, the graduated reductions
in the debt limit cannot be permitted to run their course.” Our present projec-
tions show that the debt will rise from the present level of $304.0 billion to $305.6
billion on' May 31, a figure $600 million in excess of the present debt limit. From
the May 31 level of $305.6 billion, the debt is projected to rise to $306.8 billion
in the second week of June, a level $1.8 billion in excess of the present debt }imit.
On June 25, when the present temporary debt ceiling is scheduled to fall to $300
billion, our projections indicate that the debt will be $304.2 billion, $4.2 billion
in excess of the limit. This would place the Treasury and the country in an
impossible situation. On July 1, when the debt ceiling reverts to the permanent
level of $285 b11hon the debt is estimated at $305.3 billion, $20.3 billion_in excess
of the limit. -

The present debt limit legislation was based on a premise which has not been
realized. It is not consistent with the financial facts of life which the Treasury
must face. It is, therefore, imperative that the debt limit be raised if the financial
obligations of the United States, at home and abroad, are to be met.

Because of the short period of time involved in the debt limit extension provided
by H.R. 6009, the Ways and Means Committee requested the Treasury to supply
figures showing the estimated debt and cash balance for each day up through
August 31st. These daily projections are the best estimates we can produce, but
they cannot be considered highly reliable. Long experience has shown that
actual daily receipts and expenditures can, and often do, vary from estimates
by as much as several hundred million dollars in either direction. This is true
of estimates looking ahead 30 days or less and, of course, would be far more likely
in the case of daily estimates looking over three months into the future. For
periods longer than 30 days, the type of semimonthly estimates we have furnished
the Congress in the past would seem to be the most appropriate basis for assessing
debt limit requirements. The daily estimates furnished to the House Committee
at its request do, of course, indicate the general trend of the debt and the cash
balance. Since the House action was based upon daily -cash and debt figures
through the end of August, I am including our latest daily estimates for this
period as an attachment to this statement.

The temporary debt limits provided by H.R. 6009 are at the absolute minimum
levels needed by the Treasury for the proper management of the debt and the
Treasury’s cash balance between now and the end of August. These proposed
limits are tight, so tight that they provide little or no room for meeting unforeseen
contingencies. The $307 billion debt limit provides only a $200 million leeway
over our mid-June projected debt level of $306.8 billion. Our projections show
tAhe degot will'actually exceed the $309 billion level during the last two days of

ugus

The limits in the House bill are lower than those we requested. Our request
to the Ways and Means Committee was for $308 billion through June 30th and
$310 billion thereafter. The committee reduced these figures by $1 billion each.

1 See 1962 annual report, pp. 290-296, *Statement by Secretary of the Treasury Dillon, June 26, 1962
before the Senate Finance Committee on the debt limit’
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We told the committee that, while we could not recommend the adoption of such
tight figures, we would do our best to live with them.

I am here today to urge the approval of H.R. 6009, which would provide a
$307 billion temporary debt limit through the end of the current fiscal year and
a $309 billion debt limit for the period July 1 through August 31, the first two
months of the fiscal year 1964.

For the past few years the Congress has, prior to the end of each fiscal year,
authorized temporary debt ceilings for the entire ensuing fiscal year. H.R. 6009
departs from this custom by providing a limit that will expire on August 31st,
after which the debt limit would, in the absence of further congressional action,
return to its permanent level of $285 billion. The reason for this action is that
estimates for the fiscal year 1964 must take account of the tax program presently
before the Congress. The House of Representatives felt that the prospects for the
tax program would be clearer by August. And, by then, the overall outline of
fiscal 1964 appropriations will also be clearer. For these reasons it was felt that
a decision on the level of next year’s debt limit should be postponed until August.

In undertaking to operate within the very tight limits set forth in H.R.. 6009, the
Treasury is making three assumptions: (1) that we can have a reasonable degree
of confidence in our expenditure estimates, since they cover a period only three and
one-half months into the future; (2) that the likelihood is relatively small that
our revenues will fall below the estimated levels; and (3) that, since Congress will
be in session throughout the period covered by the legislation,.it would be possible
to obtain new debt limit legislation promptly, if it should be required, without
the necessity of calling a special session of the Congress. For longer periods
of time a more adequate allowance for contingencies would be required, and debt
limits as tight as those provided in H.R. 6009 would not be acceptable.

The preservation of the financial integrity of the United States is the primary
mission and responsibility of the -‘Treasury. It is for this very reason that we
cannot willingly accept a debt limit which is so restrictive as to make it impossible
to handle the finances of the U.S. Government in a prudent and responsible
manner,

No one is more conscious than I of the necessity of keeping the expenditures
of the Federal Government under firm control. This objective cannot be at-
tained, however, by exerting controls at the tag end of the expenditure process,
when the bills which must be paid are coming due. The debt limit is not, and
cannot be made, a substitute for control of expenditures at the decisive stage of
the expenditure process—in the decisions on appropriations. A debt limit of
$307 billion through June 30, 1963, and $309 billion from that date through
August 31, 1963, will provide the absolute minimum degree of flexibility needed
by the Treasury in handling the financial affairs of the Government. More
restrictive debt limits than these would force the Treasury to resort to an array
of unsound financial procedures of the sort which had to be used in 1957-58,
procedures which, in the end, only add to the burdens of the taxpayers of this
country. But apart from cost considerations, it is not in keeping with the status
of the United States as banker to the free world to be placed in such a position.
The financial community, both here and abroad, would be utterly dismayed
should they find that the U.S. Treasury is no longer permitted to cope in a re-
sponsible manner with the routine requirements of fiscal affairs. The con-
sequences of such a situation are fraught with danger for the safety and stability
of the dollar. ) R

It is for, these reasons, which I believe are compelling, that I urge your prompt
approval of H.R. 6009. ) ' .



286 1963 REPORT OF THE SECRETARY OF THE TREASURY

Estimated cash balance and debt subject to limit day-by-dey May I1-August 31, 1963

[In billions of dollars]
May 1963 June 1963 July 1963 August 1963
Day Cash Debt Cash Debt Cash Debt Cash Debt
balance | subject | balance | subject | balance | subject | balance | subject
(exclud- | to limit | (exclud- | to limit | (exclud- | to limit | (exclud- | to limit
ing gold) ing gold) ing gold) ing gold)
15.3 1303. 4
15.9 1303. 4 Saturday 8.1 305.3 4.9 308. 4
16.6 1303.5 Sunday 7.8 305.3 5.0 306. 4
17.1 1303.4 5.7 305.6 7.5 305.3 Saturday
Saturday 5.2 305.6 Holid Sunday
Sunday 4.8 305. 6 7.0 | 305.2 5.0 306. 4
16.7 1303. 4 4.3 305.6 Saturday 4.5 306. 3
16.2 1303, 4 4.0 305. 6 Sunday 4.2 306.3
16.2 1303. 4 Saturday 6.3 305.2 4.2 306.3
16.4 1303.5 Sunday 5.8 305.2 4.2 306.3
16.4 1303.5 3.6 305.6 5.5 305.2 Saturday
Saturday 3.4 305. 6 5.3 305, 2 Sunday
Sunday 4.5 306.8 5.2 305.2 4.2 306.3
16.5 1303. 5 4.5 306. 8 Saturday 4.2 306.3
16.6 1303. 4 4.6 306. 8 Sunday 4.5 306. 3
15.8 1303.0 Saturday 5.4 305.7 4.7 306. 8
16.2 1303.1 Sunday 5.2 305, 5 5.1 306.8
16.7 1303.1 4.7 306.8 5.1 305. 4 Saturday
Saturday 5.1 306. 7 5.0 305. 4 Sunday
Sunday 5.8 306. 3 6.7 307.2 5.3 306. 8
17.1 1303.1 6.9 305.7 Saturday 5.7 306.8
7.4 303.1 8.0 305. 4 Sunday 6.0 306. 8
7.5 303.0 Saturday 6.5 307.2 6.2 306. 7
7.5 304.0 Sunday 6.2 307.2 6.3 306.7
7.4 304.0 7.7 304.3 6.0 307.3 Saturday
Saturday 7.8 304. 2 5.8 307.3 Sunday
Sunday 8.1 304.1 5.7 307.3 6.2 307.7
7.0 304.0 8.3 304.0 Saturday 6.0 307.7
6.6 304.0 8.2 305.3 Sunday 5.8 308.6
6.4 305.2 Saturday 5.5 307.3 5.7 309. 4
6.4 305.2 Sunday 5.4 307.5 7.1 310.0
6.2 305.6 |occamenan I .......... 5.4 306. 4 Satulrday

1 Actaal.

ExHIBIT 17.—Remarks by Under Secretary of the Treasury for Meonetary
Affairs Roosa, October 2, 1962, at the annual convention of the Mortgage
Bankers Association on debt management and the capital markets

A meeting of the Mortgage Bankers Association is a particularly appropriate
forum for a discussion of debt management—the problems, the policies, and the
results. For mortgage bankers and the managers of the Federal debt have a
vital interest in common: a continuing concern with the state of the capital
markets, with the forces of supply and demand at work in them, and with the
behavior of interest rates that results from these forces.

The mortgage market is by far the largest single component of our long-term
capital markets in this country. The net increase of mortgages outstanding in a
single year consistently exceeds the entire outstanding total of all Federal debt in
the 20-year-and-over maturity range. For example, after allowing for all repay-
ments and refundings, your industry placed last year a volume of long-term debt
that was larger than the total of long-term Federal debt now in existence as the
combined and cumulative result of everything that all of the managers of the
Federal debt have been able to accomplish in that area of the market since World
War II. So I approach you very humbly, seeking both the sympathy and the
suggestions of the successful.

I would like to review with you the range of varied objectives that we have to
try to fulfill, and to reconcile, in managing a Federal debt that is distributed
through all maturity sectors of the money and capital markets. And, in the light
of that review, I will then trace through some of the results we have had in working
toward those objectives during the past twenty months.
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1.

The process of decision-making in debt management is complicated by the sheer
number and diversity of objectives which we must pursue simultaneously. Some
are the cost and efficiency considerations appropriate to any borrowing operation;
some are peculiar to the inescapable fact that our operations must almost always
be large; and some relate to the special responsibilities and opportunities inherent
in any exercise of public policy. This means that anyone engaged in Federal debt
management must, among other things, keep in mind the impact of any given
Treasury debt operation on the liquidity needs of the domestic economy, on the
long-term capital markets, on our balance-of-payments position, and on the in-
terest cost of carrying the debt as a whole. Moreover, against the inexorable
pressure of the passage of time, the debt manager must continually strive to turn
over to his successor a suitably balanced debt structure.

Very broadly, these objectives of debt management may be divided between
those that are more largely of a “housekeeping’ character and those that are more
closely related to the Government’s economic policy.

One of the first on either list is the aim of minimizing interest costs and the
burden of the debt on the taxpayer, to the fullest extent consistent with other
compelling objectives. Another housekeeping aim is that of promoting and main-
taining an active and broadly-based market for Government securities, not only
in the interest of the Treasury and of investors in Government securities, but also
in the interest of the Federal Reserve, which must operate through this market in
adjusting, on a day-to-day basis, the reserve position of the banking system.

Our further housekeeping objectives must be to establish and maintain a ma-
turity structure for the debt which will assure a reasonable range of flexibility for
the Treasury debt managers in the future, a structure which will also facilitate
rather than inhibit the execution of appropriate monetary policies, and one which
will provide appropriate quantities of securities in the various maturity areas to
meet the needs of the investing public.

Very often we are asked why the Treasury does not finance solely through
short-term securities. Such borrowing seems always to be more easily carried
out. And, since short-term rates are usually lower than long-term rates, would
not such a policy also save the taxpayers money? Not many of those who ask
this sort of question would carry it to its ultimate extreme and argue that the
Treasury ought to finance its operations solely through greenbacks—demand
obligations which carry a zero interest cost. The hazards of greenback financing
are well known. Unfortunately, the hazards of an excessive concentration of
short-term financing are less well known.

Perhaps our housekeeping objectives can best be understood by pointing up
some of these hazards. First and most important, if we were to concentrate our
financing entirely in short-term securities, we would be courting the danger of
excess liquidity and the inflationary potential which excess liquidity creates.
Short-term Government securities are a close substitute for money; they can be
turned into money very quickly and with little risk of loss. To be sure, an ad-
vanced economy, such as ours, has need for a large stock of liquid instruments
that are free of credit risk; such a stock is needed for the ready reserves of our fi-
nancial institutions and other organizations. And, as our economy grows, the
size of the appropriate stock of liquid instruments will also grow. But this does
not mean that all of the debt can be in short form. For the stock of liquid in-
struments can exceed the needs of the economy at going prices and practicable
rates of output. And, to the extent that such an excess occurs, a threatening
inflationary potential will have been created in the economy—even an economy
that is not, throughout its many sectors, fully employed.

Furthermore, it does not follow that, if the Treasury were to concentrate its
financing solely in the short-term area, the interest cost on the Federal debt
would be reduced. The level of interest rates for any given maturity area re-
flects not only the state of expectations, but also the quantity of securities sup-
plied to the market in that maturity area. If the Treasury were to add to the
supply of short-term securities well beyond the needs of the economy for this
kind of instrument, short-term rates on Treasury securities would inevitably
rise relative to long-term rates.

This sort of situation is illustrated by the actual experience of 1959 and early
1960, when the Treasury was forced to concentrate an excessive amount of its
financing in the one-to-five year maturity area. As a result, a humped yield
curve was produced, with yields in the one-to-five year area being substantially
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higher than yields on the longest-term Government securities. And partly as a
result, total budgetary interest costs for the fiscal year ending June 1960, were
larger than those for either of the two following fiscal years, even though the total
outstanding debt was actually increasing over those later years and, at the same
time, a considerable lengthening of the average maturity of the debt was being
accomplished.

Another major hazard of an excessive concentration of short-term Government
securities is that it may severely inhibit the execution of monetary pohcy It
can do so in several ways. To the extent that more of the Federal debt is con-
centrated in short maturities, other than Treasury bills, there will inevitably be
a need for more frequent, large refunding operations by the Treasury.

The reason that the turnover of our short debt is now accomplished with
relatively little disturbance to the money market and without serious impact
on the flexibility of the Federal Reserve, is that the volume of short-term
securities is still well within the absorptive capacity of the economy. However,
if the Treasury, because of an excessive concentration of short debt, was forced
to engage in very frequent and. very large refunding operations of the sort which
might be disruptive to the money markets, the Federal Reserve would find
itself with only very short intervals of time within which it could freely and
independently work out gradations of change, or shifts, in monetary policy with-
out risking an undue disruption not only of the markets but also of the Treasury
financing operations themselves.

Since February 1961, the Federal Reserve has extended open market opera-
tions throughout the entire maturity range of Government-securities, instead of
.concentrating its efforts solely in the short-term sector. This is a change in
procedure which the Treasury has welcomed. However, if the Federal Reserve
is to be able to release or absorb reserves through transactions in any part of the
maturity range that is appropnate for its policy objectives, the quantity of
outstanding securities in the various maturity areas must be adequate to provide
an active and broadly-based market in which such transactions can actually
be conducted.

It is particularly important, so far as the implementation of monetary policy
is concerned, that the maturity composition of the Fedcral debt include a signifi-
cant volume of long-term debt. For at times when monetary controls should. be
reaching through to the longer maturity areas—influencing the supply of funds
that may or may not be released to flow into mortgages, for example—significant
changes may be brought about in market expectations by relatively small changes
in the daily flows of funds into or out of Government securities, and the related
small changes in interest rates. . If there were not an adequate supply of tradeable
Government securities, the effects of any needed monetary policy would have to
be expected to work their way out toward the longer area by means of tentative
and possibly erratic efforts at private arbitrage. The alternative for monetary
policy, if there were no tradeable volume of longer-term Government securities,
would be a great lengthening of the time needed for monetary controls to take
hold and a great intensification of the severity of the other actions that would
actually have to be taken by the Federal Reserve to accomplish a given result.
It can indeed be argued that a tradeable quantity of outstanding éovernment
debt in all maturity sectors is a precondition for any broadly effective monetary
%ollcy in the United States today. And that case is strong whether or not the

ederal Reserve itself chooses to operate directly in all maturity sectors.

For very short periods, the objective of maintaining a balanced maturity
structure for the debt may be subordinated to shorter-run economic policy
copsiderations. But this is very much like deferred maintenance on a railroad
or an industrial plant. If the practice is continued long enough, the basic
structure may deteriorate to such an extent that it may be very difficult to
restore a sound basic structure again, It is often said that there is never a
time when the Treasury can freely place securities in the longer-term area of
the capital market—when business is slack, no diversion from private investment
can be risked, and when business is boommg, interest, costs are too high. The
debt manager must, nonetheless, place long-term debt into the market without
being hung from either of the horns of this dilemma, and, if possible, while further-
ing all of the other housekeepmg ob]ectlves we have ]ust reviewed, and while
also fulfilling the economic policy aims which I will now briefly describe.
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II.-

Debt management cannot escape involvement in economic policy. The
present size of the debt alone virtually ‘compels a continuous interrelationship
between what is done to refund the steady stream of maturities and what the
Federal Reserve is doing to influence the supply of money and credit. We now
have a debt of more than $300 billion, almost $90 billion of which will mature
and have to be refunded during the year ahead. Apart from that, in recent
years, the ordinary seasonal swings in the Treasury’s cash borrowing requlrements .
have been running around $10 billion.

Thus, with about $100 billion of indicated borrowing requirements, whether
or not there are further budget deficits, the very magnitude and frequency of
Treasury borrowing operations is necessarily such that Treasury operations can
scarcely avoid having some impact on all of the other markets for fixed income
securities, the corporate bond market and the market for State and local Govern-
ment securities, as well as the mortgage market. The challenge to debt manage-
ment planning is, therefore, so to channel the influence of Treasury debt opera-
tions upon these various other markets.and activities that it will, wherever pos-
sible, help to further the objectives of Government economic policy———domestically
and with respect to the balance of payments.

Much has been said in other countries about a presumed necessity for combin-
ing monetary control and debt management into a single policy instrument.
And, in some countries, both are administered by a single agency. But in accord-
ance with the principle of checks and balances, and the diffusion of power, which
characterizes our political institutions generally, these functions have most ap-
propriately been divided in the United States between the Federal Reserve and
the Treasury. Two separate centers of responsibility appraise the needs of two
interrelated spheres of action. And the results for each, given a full flow of inter-
communications and a genuine desire for harmonious cooperation, are greater
than any conceivable result of an enforced consolidation. Certainly there is no
country in the world today in which the independence of these two functions is
more clearly respected; yet I doubt if there is any in which the integration be-
tween monetary policy and debt management is more effective.

There are three areas of economic policy in which monetary policy and debt
management come together. First, there is that of maintaining an appropriate
level of liquidity—not only for the routine needs of the domestic economy, but
also to sustain a strong rate of economic growth—without creating a potential
inflationary hazard. The Treasury’s decisions on the volume of short-term.
Government secuntles to be issued play a part in determining the volume of

“near-money’’ liquidity in the economy. The influence exerted is necessarily sim-
ilar to, although, of course, much less potent than that of the Federal Reserve
in regulating the volume of bank reserves and thereby the quantity of money itself.

A second general policy area that is comumon to debt management and monetary
management is that of helping to create conditions in the credit and capital
markets which will be conducive to the most appropriate flow of funds into long-term
private investment. I need not tell this group that not only the amount, but
also the manner and the timing, of Treasury borrowing efforts in the longer-term
market can have important effects on the flow of private ihvestment funds.
And as to the influence of Federal Reserve action—even the significance of ex-
pectations as to what that action might be—surely no elaboration is necessary.

A third important area of economic policy concerns the impact of debt manage-
ment and monetary policy on our balance-of-payments position. Over the past
two years. and more, this has meant that both debt operations and monetary
actions have had to be directed, in part, toward keeping our short-term rate
structure in reasonable competitive equilibrium with rates abroad. The purpose
has not been to put a floor under rates at any particular level. Our concern is
not with absolute rate levels, but with relative levels. The aim is to keep our
short-term rates, if possible, in line with foreign short-term rates, after adjusting
for the cost of covering the forward exchange risk. The result thus far, as many
of you know, is that very little money has flowed out of this country for interest
arbitrage over most of the past two years.

In addition, we have begun to use debt management itself as an active instru-
ment of balance—of-payments control. In recent months, we have borrowed
from official agencies at short term in two foreign currencies—the Swiss franc and
Italian lira. We have converted the proceeds into dollars at an overall cost that
compared favorably with the costs of borrowing here. The incidental result has
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also been a net absorption of excess dollars abroad that might otherwise have
ultimately been used to purchase gold here. Though what we have done is still
tentative and exploratory, we are increasingly impressed with this new dimension
of debt management—an approach originally foreseen by Russell Leffingwell,
then Assistant Secretary of the Treasury, when he asked Congréss for the neces-
sary legislative authority before the close of World War I. To be sure, however,
this is not an approach that would be relevant to a very sizable part of our total
debt management program.

Every time a judgment is taken in debt management, however, some aspects
of all three of these areas of economic policy, as well as our various housekeeping
goals, must be weighed in the light of all known conditions, at that particular
‘moment in time. Quite obviously, no single answer can produce the optimum
result every time for each of these diverse objectives. The objectives themselves
may even occasionally be in conflict. The best we can hope for, probably, is
reasonably well-balanced progress toward meeting all of these objectives, over a
period of time. -

Having thus briefly paraded the problems of debt management, I trust it is
now safe for me to review what we have been trying to do in debt management
during the past twenty months. Perhaps the best starting point is to examine
the economic environment within which policies were initially formulated.

In January 1961, we faced a conjuncture of a number of serious problems: a
recession which had been under way for the past half year; an inadequate rate
of growth which had been slackening for a number of years; and, as if these two
problems were not enough, we were faced with a critical balance-of-payments
problem, with world confidence in the dollar deteriorating.

In developing a policy framework which would embrace all of these problems,
we placed the central focus of our policies on encouraging and raising the level of
private investment. Increased private investment would help pull us out of the
recession. At the same time, more investment could be the key to quickening our
growth rate and reducing the continuing high rate of unemployment. And, in a
Ionger-range sense, through increasing the productivity of American industry,
more investment would also make the most fundamental and long-lasting contribu-
tion toward strengthening our national competitive position in the world and
thereby righting our balance of payments.

All of our policies, then—fiseal policy, tax policy, and debt management, as
well as monetary policy in its coordinate role—were oriented toward this common
goal. The joint evolution of monetary policy and debt management, which had
been under way since the summer of 1960, had two major aspects: to help create.
conditions in the capital markets which would promote a large flow of long-term
capital into productive investment while, at the same time, averting any changes
in the short-term interest rate structure which would set off significant outflows of
short-term capital seeking interest rate advantages abroad. To achieve both of
these objectives simultaneously required new operating techniques and new
kinds of emphasis in the decision-making processes of both the Federal Reserve
and the Treasury.

In monetary policy, this new policy orientation was reflected in the decision by
the Federal Open Market Committee to conduct open market operations wherever
necessary over the full maturity range of Government securities. In debt man-
agement, the new emphasis was initially reflected in the development of the
following key elements of policy:

That the Treasury would conduct the great bulk of its cash borrowing opera-
tions in short-term securities, thereby exerting a maximum of pressure to
sustain an appropriate international relationship for interest rates on Treasury
bills and the constellation of surrounding money market instruments;

that, in ordinary refunding operations, the Treasury would largely concentrate
on short-term and intermediate-term securities in a maturity range out to
around ten years; .

and that, to offset the deterioration in the maturity structure of the debt
which would otherwise have occurred, the Treasury would seek, through the
technique of advance refunding, to extend further out into the long-term area
substantial quantities of long-term debt already in the hands of the public,
but which the passage of time was moving steadily closer to the intermediate
and short maturity range. i
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In concentrating its cash financing largely in the short-term area, the Treasury
had, of course, several objectives. By placing upward pressure on short-term
yields from the supply side of the market, debt management helped enable the
Federal Reserve to expand the monetary base without sacrificing our balance-of-
payments objectives. Moreover, from the standpoint of the liquidity position
of the domestic economy, there was a posmve need for an expansion in the
quantity of liquid assets to support a further increase in economic activity. In
statistical terms, the economy had apparently grown up to the excess liquidity
created during World War II, and the relationship between the money supply
and the gross national product had returned to the level which had generally
prevailed during the first thirty years of this century. In practical terms, a
number of financial and business firms were actively seeking more short-term
investments.

And at the same time, by concentrating its own cash borrowings in the short-
term area, the Treasury in effect was reserving the flow of new long-term savings
for the use of private investment in housing, industrial, and commercial plant and
-equipment, and for State and local public facilities.

Of course, no matter what we think we are trying to do, for housekeeping
purposes or in the interest of broad economic policy, we also have the bedrock
problem of designing issues that will sell, will hold their place in the market, and
will make participation in the distribution of Government securities a reasonably
rewarding as well as a patriotic undertaking. The fine art of tailoring our issues
to the prevailing market has no formulas. - Each actual offering is always a
combined product of the advice we receive in many ways from the market itself
(notably our splendid advisory committees), the technical expertise of our career
staffs, the lessons of recent experience, and a pinch or two of hunch and intuition.

IV.

In appraising the results of our efforts during the past twenty months, I should
start with a word on savings bonds. They account now for almost one-sixth of the
entire outstanding debt. They provide, without exposure to market risk, a
‘convenient opportunity for every individual to have some part in the debt finane-
ing of Government. And they pay rates of interest that are, year in and year out,
better than any alternative savings instrument that has other investment attri-
butes of even rough comparability. Since the continued success of this program
is a vital part of the whole debt management effort, and since it depends so
heavily on the support of a volunteer program, it is gratlfymg that savings bonds
have kept their place in our debt structure during these recent months when the
competitive pressure from higher rates on bank deposits and savings and loan
shares, in particular, has been of unusual intensity.

In turning to the marketable debt, perhaps I can best sketch the outlines of
most of the significant developments if I focus on three visible indicators: the
behavior of interest rates, the change in the maturity structure of the Federal
debt, and the change in the ownership of the debt.

For a period that has consisted mainly of sustained economic expansion,
the interest rate behavior of the past twenty months has been most unusual.
Since January 1961, short-term interest rates have been moving within an up-
ward-rising range, while long-term rates have remained stable or moved lower.
The yield on 3-month Treasury bills, for example, has gone up from 2% percent
to the recent range of 2% percent to 3 percent. Yet corporate bond yields are
now at about the same level as in January 1961, when we were close to the
bottom of the recession, and rates on municipal bonds and mortgages are actually
lower than they were then. Just how much of this unusual behavior of interest
rates should be attributed to the influence of monetary and debt management
policies and how much would have occurred in any event, I would not venture
to say. However, one thing is clear: this is precisely the sort of interest rate
behavior that should have been expected to occur if the economic policy aspects
of the monetary and debt management programs of the past twenty months
were to be fulfilled.

The favorable climate in the capital markets during the past twenty months
has been reflected, as you know, in a record combined flow of long-term capital
into corporate secuntles, State and local government bonds, and mertgages.

. The corporate sector alone has not set new records, so far as market borrowing
is concerned, but both of the others have expanded remarkably. New record
hlghs have been reached in the first half of 1962, w1th $5 billion flowing into



202 1963 REPORT OF THE SECRETARY OF THE TREASURY

State and local government bonds and more than $10 billion flowing into
mortgages. :

Meanwhile, the total outstanding public debt has grown by $10 billion over
the full course of the twenty months from the end of January 1961, through
September 1962. Of this, $9 billion has been in marketable issues and $1 billion
in nonmarketables, such as savings bonds. What has happened in the maturity
composition of these marketable issues? The total outstanding in the under-
one-year category has risen by almost $9 billion, the debt in the one-to-five-
‘year maturity area has declined by almost $13 billion, and the debt maturing
‘beyond five years has risen by almost $13 billion. But note that, while the rise
in very short debt has been about equal to the rise in total debt, the increase
-in the over-five-year debt has been 40 percent greater than the $9 billion total
increase in the marketable debt during this period.

The decline of roughly $13 billion in the one-to-five-year debt is very significant

from the standpoint of the maturity structure of the debt. The under-one-year
debt can increase in two ways: it can be increased by deliberate action, as we
have done in order to maintain upward pressures on the bill rate, or it can in-
crease automatically as, with the passage of time, more debt falls within the
oone-year area. The substantial reduction in the quantity of debt maturing in
one to five years means that the short-term debt is under better control, since
thctle poi(;iential for automatic increases in the very short debt has been substantially
reduced.
. We are convinced that the shifting of $13 billion of debt from the one-to-five-
year area out beyond five years has produced a significant improvement in the
‘overall maturity structure of the debt. Statistically, this has been reflected
in an increase of six months in the average maturity of the debt, from four years
and six months in January 1961, to five years at the present time, the highest
level in four years. .

The develo%’ments in ownership of the Government debt have been equally
interesting. hile the total debt has gone up by $10 billion, and the marketable
part by $9 billion, commercial bank holdings have risen by only $1}4 billion,
"The Federal Reserve has, to be sure, added about $3% billion to its holdings of
Government securities. This means that $5 billion, or one-half of the total
increase in the debt, has been financed outside the banking system.

The subject of financing deficits through the banking system has been much
discussed in recent weeks. That is as it should be. But some of the public
discussion has seemed to me to proceed in oversimplified terms. The issue is
not simply whether the Treasury sells securities to the banking system or not,
but whether the amount of securities that remains in the banking system becomes
so excessively large that the-credit base is expanded well beyond the needs of
the economy and an inflationary potential is, thereby, created. This, I can
assure you, i1s a situation which both the Treasury and the Federal Reserve are
able and determined to prevent. The relatively sparing use which we have made
of the commercial banking system in financing the deficit of the past twenty
months testifies, I would suggest, both to our intent and our ability to finance
any future deficits in a manner which does not generate an inflationary potential.

It is important to remember, too, that the distinction between financing a
deficit through. the banking system and financing it through savings is not a
sufficiently clear-cut basis for evaluation. For, in addition to their demand
deposit function, the commercial banks are one of the most important financial
intermediaries engaged in attracting and investing the savings of the public.
Since January 1961, time and savings deposits at commercial banks have grown
by about $21 billion. The $1.5 billion increase in commercial bank bholdings of
Government securities represents only about 7 percent of this increase in time
and savings deposits.

And so far as Federal Reserve acquisitions of Government securities are con-
cerned, these have all been an incidental byproduct of providing an adequate,
but noninflationary, reserve base for the commercial banking system. I would
indeed suggest that there is no evidence—in terms of the expanding money
supply, the overall growth of bank credit, or in the broader context of price
behavior in the economy—that Federal Reserve credit has grown too much.

V.

. To sum up the record of the past twenty months, though there is obviously
much more we would like to have done, we believe that we have had some success
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in working toward both our economic policy and housekeeping objectives.
Throughout the period, we have managed to avoid the sort of persistent, sizable
gaps between short-term interest rates in the United States and rates abroad
which would have encouraged substantial outflows of short-term capital. At
the same time, the availability of funds and long-term interest rates have re-
mained at levels consistent with the promotion of a large domestic flow of invest-
ment capital. ‘ o

While the rate of increase in corporate investment has not been up to. our
hopes and expectations this year, it does not appear that the flow of corporate
investment is being constrained by the,level of money rates or the availability
of long-term funds. So far as Government is concerned, it is probably in the
area of tax policy that we must look for further means to stimulate corporate
investment, ’ ’ ’ :

In pursuing the various economic policy objectives, the Treasury has not
sacrified its longer-term interest in a balanced maturity structure. The maturity
structure of the debt is, in fact, despite a rise of $10 billion in the outstanding
debt, in better balance than it was twenty months ago—a result largely attrib-
utable to carrying forward the creative innovations in debt management intro-
duced by the preceding Treasury administration. )

Looking to the future, the only generalization that can be made with absolute
certainty is that debt management policy, like monetary policy, must adapt to
changing circumstances. It must continually evolve in response to changes in
the liquidity needs and the investment requirements of our domestic economy,
changes in our balance-of-payments position, and modifications in the overall
policy mix through which the governmental part of the solutions to our economic
problems may be sought.

From time to time, new debt management procedures may be needed to meet
both our economic policy objectives and our housekeeping objectives. In recent
months, we have tentatively introduced borrowing arrangements with govern-
mental bodies abroad. We have already announced our intention to test another
new procedure in the capital market here—the sale of long-term bonds on the
basis of competitive bidding. And as our experience grows, as conditions alter,
and experts such as those gathered here supply us with further suggestions,
there will be further changes in the techniques and the policies that guide debt
lsnana.gement and its relationship to the money and capital markets in the United

tates. ) ’

Taxation Developments

ExHIBIT 18.—Message from the President, January 24, 1963, relative to a revision
of our tax structure .

To the Congress of the United States:

The most urgent task facing our Nation at home today is to end the tragic
waste of unemployment and unused resources—to step up the growth and vigor .
of our national economy—to increase job and investment opportunities—to
improve our productivity—and thereby to strengthen our Nation’s ability. to
meet its worldwide commitments for the defense and growth of freedom. The
revision of our Federal tax system on an equitable basis is crucial to the achieve-
ment of these goals.

Originally designed to hold back war and postwar infation, our present income
tax rate structure now holds back consumer demand, initiative, and investment.
After the war and during the Korean conflict, the outburst of civilian demand
and inflation justified the retention of this lével and structure of rates. But it
has become increasingly clear—particularly in the last § years—that the largest
single barrier to full employment of our manpower and resources and to a higher
rate of economic growth is the unrealistically heavy drag of Federal income
taxes on private purchasing power, initiative, and incentive. Our economy is
checkreined today by a war-born tax system at a time when it is far more in need
of the spur than the bit. :

My recommendation for early revision of our tax structure is not motivated
by any threat of imminent recession—nor should it be rejected by any fear of
inflation or of weakening the dollar as a world currency. The chief problem
confronting our economy in 1963 is its unrealized potential—slow growth, under-
investment, unused capacity, and persistent unemployment. The result is
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lagging wage, salary, and profit income, smaller take-home pay, insufficient
productivity gains, inadequate Federal revenues, and persistent budget deficits.
One recession has followed another, with each period of recovery and expansion
fading out earlier than the last. Our gains fall far short of what we could do and
need to do, measured both in terms of our past record and the accomplishments
of our overseas competitors.

Despite the improvements resulting from last year’s depreciation reform and
investment credit—which I pledged 2 years ago would be only a first step—our
tax system still siphons out of the private economy too large a share of personal
and business purchasing power and reduces the incentive for risk, investment,
and effort—thereby aborting our recoveries and stifling our national growth
rate.

In addition, the present tax code contains special preferences and provisions,
all of which narrow the tax base (thus requiring higher rates), artificially distort
the use of resources, inhibit the mobility and formation of capital, add com-
plexities and meqmtles which undermine the morale of the taxpayer, and make
tax avoidance rather than market factors a prime consideration in too many
economic decisions.

I am therefore proposing the following:

(1) Reduction in individual income tax rates from their present levels of
20 to 91 percent, to a range of 14 to 65 percent-—the 14-percent rate to apply
to the first $2,000 of taxable income for married taxpayers filing joint re-
turns, and to the first $1,000 of the taxable income of single taxpayers;

(2) Reduction in the rate of the corporate income tax from 52 to 47

ercent;
P 3) Reversal of the corporate normal and surtax rates, so that the tax
rate applicable to the first $25,000 of corporate income would drop from
30 to 22 percent, so as to give partlcular encouragement to small business;

(4) Acceleration of taxpayments by corporations with anticipated annual
liabilities of more than $100,000, to bring the corporate payment schedule
to a current basis over a 5-year transition period;

(5) Revision of the tax treatment of capital gains, designed to prov1de
a freer and fuller flow of capital funds and to achieve a greater equity; -

(6) Rgmoval of certain inequities and hardships in our present tax struc-
ture; an

(7) Broadening of the base of the individual and corporate income taxes,
to remove unwarranted special privileges, correct defects in the tax law,
and provide more equal treatment of taxpayers—thereby permitting a
larger reduction in tax rates than would otherwise be possible and making
possible my proposals to alleviate hardships and inequities.

The tax program I am recommending for enactment in 1963 would become
fully effective by January 1, 1965. The rate reductions provide a cut in tax
liabilities of $13.6 billion—$11 billion for individuals and $2.6 billion for cor-
porations. Other adjustments, some of which lose and some of which gain
revenue, would, on balance, produce a revenue gain of $3.4 billion, leaving a
net reduction of $10.2 billion. Accelerating tax payments of large corporations
to a current basis over a 5-year transition period would reduce the effect on tax
receipts to $8.7 billion. These figures do not include offsetting revenue gains
which would result from the stimulating effects of the program on the economy
as a whole and on.the level of taxable income, profits, and sales—gains which
may be expected to increase as the economy recaptures its vigor, and to lead to
higher total tax receipts than would otherwise be realized. -

I. BengriTs TO THE EcoNomy

Enactment of this program will help strengthen every segment of the American
economy and bring us closer to every basic objective of American economic policy.

Total output and economic growth will be stepped up by as amount several
times as great as the tax cut itself. Total incomes will rise—Dbillions of dollars
more will be earned each year in profits and wages. Investment and productivity
improvement will be spurred by more intensive use of our present productive
potential; and the added incentives to risk taking will speed the modernization
of American industry. Additional dollars spent by consumers or invested by
producers will lead to more jobs, more plant capacity, more markets, and thus
still more dollars for consumption and investment. ldle manpower and plant
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capacity make this possible without inflation; and strong and healthy economic
activity is the best insurance against future recessions.

Unemployment will be reduced, as firms throughout the country hire new
workers to meet the new demands released by tax reduction. The economic
prospects of our depressed areas will improve as investors obtain new incentives
to create additional productive facilities in areas of labor surplus. Pressure for
the 35-hour week, for new import barriers, or for other shortsighted and restrictive
measures will be lessened. ompanies and workers will find it easier to adjust to
import competition. Low-income farmers will be drawn to new jobs which offer
a better livelihood. The retraining of workers with obsolete skills will proceed
more quickly and efficiently in a full employment climate. Those presently
employed will have greater job security and increased assurance of a full workweek.

Price stability can be maintained. Inflationary forces need not be revived by
strengthening the economy at a time of a substantial unemployment and unused
capacity with a properly constructed program of tax reduction. With the gains
in disposable income of wage earners there should be less pressure for wage in-
creases in excess of gains in productivity—and with increased profits after tax
there should be less pressure to raise prices. Inflationary expectations have
ended; monetary tools are working well; and the increasing productivity and
modernization resulfing from new levels of investment will facilitate a reduction
of costs and the maintenance of price stability. This Nation is growing—its needs
are growing—and tax revision now will steadily increase our capacity to meet
those needs at a time when there are no major bottlenecks in manpower, plant,
or resources, no emergencies straining our reserves of productive power, and no
lack of vigorous competition from other nations. Nor need anyone fear that
the deficit will be financed in an inflationary manner. The balanced approach
that the Treasury has followed in its management of the public debt can be
relied upon to prevent any inflationary push.

Our balance of payments should be improved by the fiscal policies refiected in
this program. Its enactment—which will make investment in America more
profitable, and which will increase the efficiency of American plants, thus cutting
costs and improving our competitive position in world trade—will provide the
strongest possible economic backing for the dollar. Lagging growth contributes
to a lack of confidence in the dollar, and the movement of capital abroad. Accel-
erated growth will attract capital to these shores and bolster our free world leader-
ship in terms of both our strength and our example. Moreover, a nation operating
closer to capacity will be freer to use monetary tools to protect its international
accounts, should events so require.

Consumers will convert a major percentage of their personal income tax savings
into a higher standard of living, benefiting their own families while generating
stronger markets for producers. Lven modest increases in take-home pay enable
consumers to undertake larger periodic payments on major purchases, as well as
to increase purchases of smaller items—and either type of purchase leads to further
income and employment.

Investment will be expanded, as the rate of return on capital formation is
increased, and as growing consumer markets create a need for new capacity. It
is no contradiction to say that the best means of increasing investment today is
to increase consumption and market demand—and reductions in individual tax
rates will do this. In addition, reducing the corporate tax from 52 percent to
47 percent will mean not only greater incentives to invest but more internal funds
available for investment. Reducing the maximum individual income tax rate
from 91 percent to 65 percent makes more meaningful the concept of additional
reward and incentive for additional initiative, effort, and risk taking. A rising
level of consumer demand will enable the more than $2 billion worth of investment
incentives provided by last year’s tax actions (the depreciation reform and in-
vestment credit) to achieve their full effect. In addition, tax reform will reduce
those distortions of effort which interfere with a more efficient allocation of
investment funds. The cumulative effect of this additional investment is once
again more income, therefore more consumer demand, and therefore still more
investment.

State and local governments, hard pressed by a considerably faster rise in
expenditures and indebtedness than that experienced at the Federal level, will
also gain additional revenues without increasing their own tax rates as national
income and production expand.

T07-484—064: 21
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II. Benerirs§rofrae TAXPAYER

The increased purchasing power and strengthened incentives which will move
us toward our national goals will reach to all corners of our population and to all
segments of our business community.

Wage earners and low-income families will gain an immediate increase in
take-home pay as soon as the tax program is enacted and new withholding rates
go into effect. While tax rates are to be reduced for every bracket, the largest
proportionate tax reduction properly goes to those at the bottom of the economic
ladder. Accordingly, in addition to lowering rates in the lower brackets, I urge
that the first bracket be split into two groups, so that married couples with
“adjusted gross incomes’’ of $2,000 or less (or single persons with $1,000 or less)
receive a 30-percent reduction in their tax rate. Some-one-third of all taxpayers
are in this group—including many of the very old and very young whose earning
powers are below average. Many of the structural revisions proposed below are
also designed to meet hardships which rate reduction alone will not alleviate—
hardships to low-income families and individuals, to older workers, and to working
mothers. This program is far preferable to an increase in exemptions, because,
with a far smaller loss of revenue, it focuses the gains far more sharply on those
who need it most and will spend it quickly, with benefits to the entire economy.

Middle and higher income families are both consumers and investors—and the
present rates ranging up to 91 percent not only check consumption but discourage
investment, and encourage the diversion of funds and effort into activities aimed
more at the avoidance of taxes than the efficient production of goods. The
oppressive impact of those high rates gave rise to many of the undue preferences
in the present law—and both the high rates and the preferences should be ended
in the new law. Under present conditions, the highest rate should not exceed 65
percent, a reduction of 29 percent from the present rate—accompanied by appro-
priate reductions in the middle income ranges. This will restore an idea that has
helped make our country great—that a person who devotes his efforts to increasing
his income, thereby adding to the Nation’s income and wealth, should be able to
retain a reasonable share of the results.

Businessmen and farmers—everyone whose income depends directly upon
selling his products or services to the public—will benefit from the increased
income and purchasing power of consumers and the substantial reduction in
taxes on profits. The attainment of full employment and full capacity is even
more important to profits than the reduction in corporate taxes; for, even in the
absence of such reduction, profits after taxes would be at least 15 percent higher
today if we were operating at full employment. Enactment of a program aimed
at helping reach full employment and capacity use which also reduces the Gov-
ernment’s interest in corporate profits to 47 percent instead of 52 percent, thus
lowering corporate tax liabilities by a further $2.6 billion a year—while increasing
consumer demand by some $8 billion a year—will surely give American industry
new incentive to expand production and capacity.

Small businessmen with net income of less than $25,000, who constitute over
450,000 of the Nation’s 585,000 corporations, will, under this program, receive
greater reductions in their corporation taxes than their larger competitors. Under
my program, beginning this year, the first $25,000 of corporate taxable income
will be subject to a tax rate of 22 percent rather than 30 percent, a reduction of
almost 27 percent. This change is important to those small corporations which
have less ready access to the capital markets, must depend more heavily for
capital on internally generated funds, and are generally at a financial and com-
petitive disadvantage. Unincorporated businesses, of course, will benefit from
the reduction in individual income taxes.

III. Tug Tax ProGRaM AND THE FEDERAL BUDGET

A balanced Federal budget in a growing full-employment economy will be
most rapidly and certainly achieved by a substantial expansion in national
income carrying with it the needed Federal revenues—the kind of expansion the
proposed tax revision is designed to bring about. Within a few years of the
enactment of this program, Federal revenues will be larger than if present tax
rates continue to prevail. Full employment, moreover, will make possible the
reduction of certain Government expenditures caused by unemployment. As
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the economy climbs toward full employment, a substantial part of the increased
ta);l revenue thereby generated will be applied toward a reduction in the Federal
deficit.

As I have repeatedly emphasized, our choice today is not between a tax cut and
a balanced budget. Our choice is between chronic deficits resulting from chronic
slack, on the one hand, and transitional deficits temporarily enlarged by tax
revision designed to promote full employment and thus make possible an ulti-
mately balanced budget. Because this chronic slack produces inadequate
revenues, the projected administrative deficit for fiscal 1964—without any tax
reduction, leaving the present system intact—would be $9.2 billion. The in-
clusion of the tax program—after the ‘“feed back’ in revenues from its economic
stimulus and the acceleration of corporate tax payments—will add only an addi-
tional $2.7 billion loss in receipts, bringing the projected deficit in the adminis-
trative budget to $11.9 billion. The issue now is whether the strengthening of
our economy which will result from the tax program is worth an addition of
$2.7 billion to the 1964 deficit. -

If the tax brake on our economy is not released, the slack will remain, Federal
revenues will lag, and budget deficits will persist. In fact, another recession
would produce a record peacetime deficit that would far exceed $11.9 billion, and
without the positive effects of tax reduction. But once this tax brake is released,
the base of taxable income, wages, and profits will grow—and a temporary increase
in the deficit will turn into a permanent increase in Federal revenues. The
purpose of cutting taxes, I repeat, is not to create a deficit but to increase invest-
ment, employment, and the prospects for a balanced budget.

It would be a grave mistake to require that any tax reduction today be offset
by a corresponding cut in expenditures. In my judgment, I have proposed the
minimum level of Federal expenditures needed for the security of the Nation,
for meeting the challenge facing us in space, and for the well-being of our people.
Moreover, the gains in demand from tax reduction would then be offset—or more
than offset—by the loss of demand due to the reduction in Government spending.
The incentive effects of tax reduction would remain, but total jobs and output
would shrink as Government contracts were cut back, workers were laid off, and
projects were ended.

On the other hand, I do not favor raising demand by a massive increase in
Government expenditures. In today’s circumstances, it is desirable to seek
expansion through our free market processes—to place increased spending power
in the hands of private consumers and investors and offer more encouragement to
private initiative. The most effective policy, therefore, is to expand demand and
unleash incentives through a program of tax reduction and reform, coupled with
the most prudent possible policy of public expenditures.

To carry out such a policy, the fiscal 1964 budget reduces total outlays other
than defense, space, and interest charges below their present levels—despite
the fact that such expenditures have risen at an average rate of 7.5 percent
during the last 9 years. Federal civilian employment under this budget provides
for the same number of people to serve every 100 persons in our population as
was true when this administration took office, a smaller ratio than prevailed
10 years ago. The public debt as a proportion of our gross national product
will fall to 53 percent, compared t0 57 percent when this administration took
office. Last year the total increase in the Federal debt was only 2 percent—
compared to an 8-percent increase in the gross debt of State and local govern-
ments. Taking a longer view, the Federal debt today is only 13 percent higher
than it was in 1946—while State and local debt increased over 360 percent and
private debt by 300 percent. In fact, if it were not for Federal financial assistance
to State and local governments, the Federal cash budget would actually show a
surplus. Federal civilian employment, for example, is actually lower today
than it was in 1952, while State and local government employment over the same
period has increased 67 percent. This administration is pledged to enforce
economy and efficiency in a strict control of expenditures.

In short, this tax program will increase our wealth far more than it increases
our public debt. The actual burden of that debt—as measured in relation to
out total output—will decline. To continue to increase our debt as the result
of inadequate earnings is a sign of weakness. But to borrow prudently in order
to invest in a tax revision that will greatly increase our earning power can be g
source of strength.
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IV. REQUIREMENTS FOR EFFECTIVE AcTION AND FiscaL REesronsiBinITY

Fully recognizing that it is both desirable and necessary for the Congress to
exercise its own discretion in the actual drafting of a tax bill, I recommend the
application of the following basic principles in this vital task:

A. The eniire tax reviston program should be promptly enacled as a single com-
prehensive bill—The sooner the program is enacted, the sooner it will make its
impact upon the economy, providing additional benefits and further insurance
against recession. While the full rate reduction program must take effect gradu-
ally for the reasons stated below, I am proposing that the individual tax rates for
1963 income be reduced to a range from 18.5 percent to 84.5 percent, with a cut
in the withholding rate from the present 18 percent to 15.5 percent becoming
effective upon enactment of the law. This will increase the disposable income
of consumers at an annual rate of nearly $6 billion a year in the second half of 1963.
Also the rate of corporate tax on the first $25,000 of net income would be reduced
from 30 percent to 22 percent for the year 1963. Equally important is action in
1963 on the additional individual and corporate rate reductions proposed for 1964
and 1965. The prompt enactment of a bill assuring this combination of realized
and prospective tax reductions will improve the business climate and public
psychology, induce forward business planning, and increase individual incentives.
It will enable investors and producers to act this year on the basis of solid expecta-
tions of increased market demand and a higher rate of return. To delay decisive
action beyond 1963 risks the loss of opportunity and initiative which this year
uniquely offers.

B. The net amount of tax reduction enact