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:SECRETARIES OF THE TREASURY AND PRESIDENTS UNDER WHOM

“THEY SERVED

" Nore.—Robert Morris, the first financial officer of the Government, was Superintendent of Finance from

11781t01784.

of the Treasury.”

Upon theresignation of Morris, the powers conferred upon him were transferred to the ““ Board
Those who finally accepted positions on this board were John Lewis Gervais, Samuel

" Osgood; and Walter Livingston. The board served until Hamilton assumed office in 1789.

service

Term of
Secretaries of Treasury Presidents
From— To—
sept,.11,1789 Jan. 31;1795. | Alexander-Hamilton, New York....o.ococeena.. Washington,
Feb. 3,1795 | Dec. 31,1800 | Oliver Wolcott, Connecticut... Washington, Adams.
Jan, 11,1801 | May 13,1801 | Samuel Dexter, Massachusetts. - Adams, Jefferson.
May 14,1801 | Feb. 0,1814 | Albert Gallatin, Pennsylvania ! Jefferson, Madison.
Feb., 9,1814 [ Oct. 5,1814 | George W. Campbell, Ternessee . -.-ceeaaeocean Madison.
-Oct. 6,1814 | Oct. 21,1818 | Alexander J, Dallas, Pennsylvania......___...__. Madison.
~Oct. 22,1816 | Mar, 6,1825 | Wm. H. Crawford, Georgia. Madison, Monroe.
Mar. 7,1825 | Mar, §,1829 ! Richard Rush, Pennsylvania 2____ ... cooceoo. Adams, J. Q.
.. Mar. 6,1829 | June 20,1831 | Samuel D. Ingham, Pennsylvaniad............... Jackson,
.Aug. 8,1831 | May 28,1833 | Louis McLane, Delaware, Jackson.
- May 29,1833 | Sept. 22,1833 | Wm. J. Duane, Pennsylvania.__.o.coocoocanaoo.. Jackson.
Sept. 23,1833 | June 25,1834 | Roger B. Tancy, Maryland ¢.. Jackson.
July 11,1834 | Mar. 3,1841 | Levi Woodbury, New Hampshire 8 Jackson, Van Buren.
Mar. 6,1841 | Sept. 11,1841 | Thomas Ewing, Ohio6__ .. ..o o ooooeeraanen Harrison, Tyler.
Sept. 13,1841 | Mar. 1,1843 | Walter Forward, Pennsylvania ... .ccaoo... Tyler.
Mar. 8,1843 | May 2,1844 | John C. Spencer, New York ®. oo ovcovumocanao. Tyler.
July 4,1844 | Mar. 7,1845 | Geo. M, Bibb, Kentucky . Tyler, Polk, -
Mar. 8,1845 | Mar. 5,1849 | Robt. J. Walker, MissisSippi ¥.oivuvemncoacmenns. Polk.
"Mar., 8,1849 | July 22,1850 | Wm, M, Meredith, Pennsylvania . ...c.covceeeo-.. Taylor, Fillmore.
July 23,1850 | Mar. 6,1853 | Thos. Corwin, Ohio. ..o eaeceaas Fillmore.
Mar, 7,1853 | Mar. 6,1857 | James Guthrie, Kentucky.. Pierce.
Mar. 7,1857 | Dec. 8,1860 | Howell Cobb, Georgia 10... Buchanan
Dec. 12,1860 | Jan. 14,1861 | Philip F. Thomas, Maryland Buchanan,
Jan. 15,1861 | Mar. 6,1861 | John A. Dix, New York - Buchanan,

} While holding the office of Secrétary of the Treasury, Gallatin was commissioned envoy extraordinary
-and minister plenipotentiary Apr. 17, 1813, with John Quincy Adams and James A. Bayard, to negotiate
peace with Great Britain. On Feb. 9, 1814, his seat as Secretary of the Treasury was declared vacant

.. because of his absence in Europe.
ad interim Sécretaryfof the Treasury from Apr. 21, 1813, to Feb. 9, 1814.

William Jones, of Pennsylvania (Secretary of the Navy), acted

3 Rush was nominated Mar. 5, 1825, confirmed and commissionéd Mar. 7, 1825, but did not enter upon
the discharge of his duties until Aug. 1, 1825, Samuel L. Southard, of New Jersey (Secretary of the Navy),
served as ad interim Sceretary of the Treasury from Mar. 7, to July 31, 1825.

2 Asbury Dickens (chief clerk), ad interirn Secretary of the Treasury from June 21 to Aug. 7, 1831.

4 McClintock Young (chief clerk), ad interim Secretary of the Treasury from June 25 to 30, 1834.

* McClintock Young (chief clerk), ad interim Secretary of the Treasury from Mar. 4 to 5, 1841,

¢ McClintock Young (chief clerk), ad interim Secrctary of the Treasury Sept. 12, 1841.

? McClintock Young (chief clerk), ad interim Secretary of the Treasury from Mar, 1to 7, 1843.

8 Spencer resigned as Secretary of the Treasury May 2, 1844; McClintock Young (chief clerk), ad in-
‘terim Secretary of the Treasury from May 2 to July 3, 1844,

? McClintock Young (chief clerk), ad interim Secretary of the Treasury from Mar. 6 to 7, 1849.

10 Tsaac Toucy, of Connecticut (Secretary of the Navy), acted as Secretary of the Treasury ad interim

from Dec. 10 to
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XX SECRETARIES OF THE TREASURY '

. Secretaries of the Treasury and Prestdents under whom they served—Continued

Term of service
- Secretaries of Treasury Presidents
From— To— :
Mar. 7,1861 | June 30,1864 | Salmon P, Chase, Ohio 1t Lincoln.
July 5,1864 | Mar. 3,1865 { Wm. P. Fessenden, Maine 1 eeaee Lincoln.
Mar. 90,1865 | Mar. 3,1869 | Hugh McCulloch, Indiana 3 4___ .. .........-.} Liocoln, Johnson,
Mar. 12,1869 | Mar. 18,1873 | Geo. S. Boutwell, Massachusetts. ..o ....o.o.o.... Grant.
Mar. 17,1873 | June 3,1874 [ Wm. A. Richardson, MassachusettS.....cmveeun.. Grant.
June 4,1874 | June 20,1876 | Benj. H. Bristow, Kentucky ¥_ .. eeuocmaaae. Grant. .
July 17,1876 | Mar. 9,1877 | Lot M. Morrill, Maine. Grant, Hayes.
Mar. 10,1877 | Mar. 3, 1881 | John Sherman, Ohio 16 Hayes.
Mar 18,1881 | Nov. 13,1881 | Wm. Windom, Minnesota 1. .cuacaceanuceasacaan Gartield, Arthur,
Nov. 14,1881 Sept 4,1884 | Chas. J. Folger, New York ¥ . . oo cecemnaeacd Arthur.
Sept. 25,1884 | Oct. 30,1881 | Walter Q. Gresham, Indiana... Arthur.
Oct. 31,1884 | Mar. 7,1885 | Hugh McCulloch, Indiana *_ . .ococeearcnnanas Arthur, Cleveland.
Mar. 8,1885 | Mar, 31,1887 | Daniel Manning, New York ... ccocomaoomaaaoo Cleveland.
Apr. 11,1887 | Mar. 6,1889 { Chas. S. Fairchild, New York.. Cleveland, Harrison.
Mar. 7,1889 | Jan. 26,1891 | Wm. Windom, Minnesota 7 0 . . .o.iecaeon Harrison.
Feb. 25,1891 { Mar. 6,1893 | Chas. Foster, Ohio_. Harrison, Cleveland.
Mar. 7,1893 | Mar. 5,187 | John G. Carlisle, Kentucky_ - ccomcoccocvaccaaccas Cleveland, McKinley.
Mar. 6,187 | Jan. 31,1902 | Lyman J. Gage, IIlinois. . ccocruovmacnccanaee- McKinley, Roosevelt,
Feb. 1,1902 | Mar. 3,1907 ; L. M. Shaw, lowa. Roosevelt.
Mar. 4,1907 | Mar. 7,1909 | George B. Cortelyou, New York...coccoacaaaae Roosevelt.
Mar. 8,1909 | Mar. $5,1913 | Franklin MacVeagh, TIinoiS.cocace o cccmeccnaaacen Taft.
Mar. 6,1913 | Dec. 15,1918 | W. G. McAdoo, New York : Wilson.
Dec. 16,1918 | Feb, 1,1920 | Carter Glass, Virginia. . Wilson,
Feb. 2,1920 | Mar. 3,1921 | David F. Houston, Missouri___....ccceueimaao . ‘Wilson. .
Nar. 4,1921 |oocoioaao Andrew W. Mellon, Pennsylvania_.._...._... .-.-i Harding, Coolidge.:

11 (George Harrington, District of Columbia (Assistant Secretary), ad interim Secretary of the Treasury
from July 1 to 4, 1864,

12 George Harrington (Assistant Secretary), ad interim Secretary of the Treasury from Mar. 4 to 8, 1865.

13 John F. Hartley, of Maine (Assistant Secretary), ad interim Secretary of the Treasury [rom Mar. 5
to 11, 1869.

1 Hugh MecCulloch was Secretary from Mar. 9, 1865, to Mar, 3, 1869, and also from Oct. 31, 1884, to Mar,
7,1885.

18 Charles F. Commt of New Hampshxre (CAssistant Secreta.ry), ad interim Secretary of the Treasutry
from June 21 to 36 (July 6), 1876.

1 Henry F. French, of Massachusetts (Assistant Secretary), ad interim Secretary of the Treasury !rom
Mar. 4 to 7, 1881.

17 William Windom was Secretary from Mar. 8,1881, to Nov. 13, 1881, and also from Mar. 7, 1839, to J an.
29, 1891.

18 Charles E. Coon, of New York (Assistant Secretary), ad interim Secretary of the Treasury f{rom
Sept. 4 to 7, 1884; Henry F. French, of Massachusetts (Assistant Secretary), ad interim Sept 8 to 14, 1884
Charles E. Coon ad interim Sept. 15 to 24, 1884, ’

18 A. B. Nettleton, of Minnesota (Assistant Secretary), ad interim Secretary of the Treasury rrom Jan.
30 to Feb. 24, 1891.

UNDERSECRETARIES OF THE TREASURY AND PRESIDENTS AND
SECRETARIES UNDER WHOM THEY SERVED'

Term of service
- Undersecretaries ¢ | Secretaries | ° Presidents
From— | To—
July 1,1921 | Nov, 17,1923 | 8. Parker @Gilbert, jr., New Jersey........ Mellon..:.| Barding, Coolidge.
Nov. 20,1923 | Jan. 31,1927 | Qarrard B. Winston, Ilinols Mellon....| Coolidge. - -
Mar. 4,1927 |eeemeecceaanen Ogden: L. Mills, New York. ..._....._... Mellon....| Coolidge.

1 Office established act June 16, 1921,
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ASSISTANT SECRETARIES OF THE TREASURY

XXI

ASSISTANT SECRETARIES OF THE TREASURY AND PRESIDENTS
AND SECRETARIES UNDER WHOM THEY SERVED

Term ol service

Assistant Secretaries ! Secretaries Precidents
From— To—

Mar. 12,1849 | Oct. 9,1849 | Charles B. Penrose, Pennsylvania.| Meredith......... Taylor.

" Oct. 10;1849 | Nov. 15,1850 | Allen A. Hall, Pennsylvania..... Meredith, Corwin.| Taylor, Fillmore.
Nov. 16,1850 | Mar. 13,1853 | William L. Hodge, Tennessee._..| Corwin, Guthrie. .| Fillmore, Pierce.
Mar. 14,1853 | Mar. 12,1857 | Peter G. Washington, District of | Guthrie, Cobb....| Pierce, Buchanan,

Columbia. ' ’
Mar. 13,1857 | Jan. 16,1861 | Philip Clayton, Georgia_..._.____ Cobb, Thomas, | Buchanan.
Dix.
Mar. 13,1861 | July 11,1865 | George Harrington, District of | Chase, Fessenden, | Lincoln, Johnson.
Columbia.? McCulloch. ’
Mar. 18,1864 | June 15,1865 | Maunsell B. Field, New York...| Chase, Fessenden, | Lincoln, Johnson.
} " MecCulloch.
Jan. 5,1865 | Nov. 30,1867 | William E. Chandler, New | Fessenden, Mc- | Lincoln, Johnson,
Hampshire. Culloch.
July 11,1855 | May 4,1875 | John F. Hartley, Maine.._...._.. McCulloch, Bout- | Johnson, Grant.
. well, Richard-
son, Bristow.
Dec. 2,1867 | May 31,1868 | Edmund Cooper, Tennessec...- - .. McCulloch_ ... Johnpson,
Mar. 20,1869 | Mar. 17,1873 | William A. Richardson, Massa- | Boutwell.......... Grant.
. chusetts: :
Mar. §,1873 | June 11,1874 | Frederick A. Sawyer, South Caro- | Richardson, Bris- | Grant.
’ lina. . tow.
July 1,1874 | Apr. 3,1877 | Charles F. Conant, New Hamp- | Bristow, Morrill, | Grant, Hayes.
. shire: Sherman.

Mar. 4,1875 | June 30,1876 | Curtis F. Burnam, Kentucky..._| Bristow.__._....... Grant.

Aug. 12,1876 | Mar. 9,1885 | Henry F. French, Massachusetts.] Morrill, Sherman, ;| Grant, Hayes,
Windom, Fol- QGarfield, Arthur,
ger, OGresham, Cleveland.

Mc Culloch,
. Manning.

Apr. 3,1877 | Dec. §,1877 | Richard C. McCormick, Arizona.| Sherman.......... Hayes.

Dec. 9,1877 | Mar. 31,1880 | John B. Hawley, Illinois. .___._.. Sherman ... Hayes. .

Apr. 10,1880 | Dee. 31,1881 | J. Kendriek Upton, New Hamp- | Sherman, Win- { Hayes, Garfield,

’ shire. dom, Folger. Arthur.
Feb. 28,1882 | Apr. 16,1884 | John C. New, Indiana........_.. Folger.. ..o Arthur.
Apr. 17,1884 ; Nov. 10,1885 | Charles E. Coon, New York.....| Folger, Gresham, | Arthur, Cleveland,
. McCulloch,
Manning.

Mar. 14,1885 | Apr. 11,1887 | Charles-S. Fairchild, Now York..| Manning......... Cleveland.

Nov. 10,1885 | June 30,1886 | William E. Smith, New York....| Manning ..c...... Cleveland.

July 12,1886 | Mar. 12,1889 | Hugh S. Thompson, South Caro- | Manning, Fair- | Cleveland, Harri- -

. c lina. child, Windom. son.
Apr. 6,1887 { Mar. 11,1889 | Ispac N. Maynard, New York...| Fairchild, Win- | Cleveland, Harri-
i ) dom. son.

Apr. 1,1889 | July 20,1890 | George H. Tichner, Illinois.....-.| Windom...._..... Harrison.

Apr. 1,1889 | Oct. 31,1890 | George T. Batchelder, New York % Windom.._....... Harrison.

July 22,1890 | Dec. 1,1892 | A. B. Nettleton, Minnesota...... Windom, Foster..| Harrison.

July 23,1890 | Juae 30,1893 | Oliver L. Spaulding, Michigan...|] Windom, Foster, | Harrison, Cleve-
Carlisle. land.

1 Office estavlished act Mar. 3, 1849; appointed by the Secretary. Act Mar. 3, 1857, made the office

presidential.

2 Act -Mar. 14, 1864, provides one additional Assistant Secretary.
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XXII

ASSISTANT SECRETARIES OF THE TREASURY

Assistant Secretaries of the Treasury and Presidents and Secretames under whom:
they served—Continued .

Term of service .

Assistant Secretaries Secretaries Presidents
From— To—
Apr. 27,1801 | Oct..31,1892.; Lorenzo Crounse, Nebraska_.____| Foster......._.._.. Harrison.
Nov. 22,1892 | Mar. 3,1803 | John H. Gear, Iowa._... Foster .--| Harrison.
Dec. 23,1892 | Apr. 3,1893 | Genio M. Lambertson, Nebraska.| Foster, Carlisle...| Harrison, Cleve-
land,
Apr. 12,1893 | Apr. 7,1897 | Charles S. Hamlin, Massachu- | Carlisle, Gage..... Cleveland, Mece-
setts. Kinley. :
Apr. 13,1893 | Mar, 31,1897 | William E, Curtis, New York....| Carlisle, Gage..... Cleveland, Me-
Kinley.
July 1,1893 | May 4,1897 | Scott Wike, Illinofs.............. Carlisle, Gage..... Cleveland, Mec-
Kinley.
Apr. 17,1897 | Mar. 10,1809 ; William B, Bowell, New Jersey._| Gagé..ccocecouen.. McKinley.
Apr. 17,1807 | Mar. 4,1903 | Oliver L. Spaulding, Michigan...| Gage, Shaw._...... McKinley, Roose-
velt.
June 1,1897 | Mar. 5,1901 | Frank A. Vanderlip, Illinois. ... (€71 S, McKinley.
Mar. 13,1899 | June 3,1906 | Horace A. Taylor, Wisconsin..... Gage, Shaw._...__. MecKinley, Roose-
) ’ velt.
Mar. 6,1901'{ Apr. 15,1903 | Milton E, Ailes, Ohio__.._._.___. Guage, Shaw....... McKinley, Roose-
. velt. :
Mar. 5,1903 | Mar. 5,1905 | Robert B. Armstrong, Iowa_..... Shaw......__..... Roosevelt.
May 27,1903 | Jan. 21,1907 | Charles H. Keep, New York_._..| Shaw_._.._________ Roosevelt.
Mar. 5,1905 | Nov. 1,1909 Jame; B. Reynolds, Massachu- | Shaw, Cortelyou, | Roosevelt, Taft.
setts. MacVeagh.
- July 1,1906 | Mar. 15,1908 | John H. Edwards, Ohio_____._._. Shaw, Cortelyou..| Roosevelt.
Jan. 22,1907 | Feb. 28,1907 | Arthur F. Statter, Oregon-....... Shaw. .. ....ooo Roosevelt.
Apr. 23,1907 | Mar. 6,1909 | Beekman Winthrop, New York_.| Cortelyou......... Roosevelt.
Mar. 17,1908 | Apr. 10,1909 | Louis A. Coolidge, Massachusetts | Cortelyou, Mae- | Roosevelt, Taft.
. Veagh.
Apr. 5,1909 | June 8,1910 | Charles D. Norton, Illinois....... MacVeagh........ Taft.
Apr. 19,1909 | Apr. 3,1911 | Charles D. Hilles, New York__..| MacVeagh_....... Taft.
Nov. 27,1909 | July 31,1913 | James F. Curtis, Massachusetts..| MacVeagh, Mec- | Taft, Wilson.
: : ’ Adoo.
Jupe 8,1910 | July 3,1912 | A. Piatt Andrew, Massachusetts.! MacVeagh_.......| Taft.
Apr 4,1911 | Mar. 3,1913 | Robert O. Bailey, llinois........ MacVeagh_ ... Taft.
July 20,1912 | Sept. 30,1913 { Sherman P. Allen, Vermont.._...| MacVeagh, Mc- | Taft, Wilson..
Adoo.
Mar. 24,1913 | Feb. 2,1914 | John Skelton Williams, Virginia . Wilson.
Aug. 1,1913'| Aug. 9,1914 | Charles S. Hamlin, Massachu- Wilson.
setts, .
Oct. 1,1913 | Oct. 11,1917 | Byron R. Newton, New York.._. Wilson.
Mar. 24,1914 | Jan. 26,1917 | William P. Malburn, Colorado.. Wilson. .
Aug. 17,1914 | Mar. 15,1017 | Andrew J. Peters, Massachusetts. Wilson.
Apr. 17,1917 | Aug. 28,1918 | Oscar T. Crosby, Virginia_ .. Wilson.
June 22,1917 | Nov. 20,1919.| Leo S. Rowe, Pennsylvania......] McAdoo, Glass... Wilson.
Oct. 51017 | Aug. 26,1921 | JTames H. Moyle, Utah........... McAdoo, Glass, | Wilson, Harding.
Houston, Mel-
lon.
Oct. 30,1917 July 5,1920 | Russell C. Leffingwell, New York| McAdoo, Glass, | Wilson.
) Houston.

3 Act July 11, 1890, provides for an additional Assistant Secretary
¢ Act Oct. 6, 1917, plovlded ror two additional Assistant Secretaries for duration of war and six months

after:
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ASSISTANT SECRETARIES OF THE TREASURY

XXIIE

Assistant Secretaries of the Treasury and Presidents and Secretaries under whom
. they served—Continued

N

Term of service

Assistant Secretaries | Secretaries Presidents
From— To— ’
Dec. 15,1017 | Jan. 31,1919 | Thomas B. Love, Texas.......... MecAdoo, Glass...| Wilson.
Sept. 4,1918 | June 30,19290" Alhért Rathbone,'New York._....[ McAdoo, Qlass, | Wilson.
Houston,

Mar. 5,1919 | Nov. 15,1920 | Jouett Shouse, Kansas....c.....- QGless, Houston. ... Wilson.

Nov. 21,1919 | June 14,1920 | Normain H. Davis, Tennesse: Glass, Houston...| Wilson.

June 15.1920 | Apr. 14,1921 | Nicholas Kelley, New York...... Houston, Mellon..| Wilson, Harding,
" July 6,1920 | June 30,1921 | S.Parker Gilbert, jr., New Jersey| Houston, Mellon.| Wilson, Harding.

Dec. 4,1920 { May 31,1921 | Ewing Laporte, Missourf... ... Houston, Mellon.| Wilson, Harding.

Dec. 4,1920 | Mar. 4,1921 | Angus W. MclLean, North Caro- | Houston....____._ Wilson.

Mar. 16,1921
May 4,1921
Dec.
Mar.
July
July
Apr.
Dec.
Aug.
Nov. 17,1927

Mar. 31,1925
July 9,1923
July 25,1922
July 13,1926
Nov. 19,1923
Nov. §5,1927
July 31,1927

lina, :

Eliot Wadsworth, Massachusetts.
Edward Clifford, Illinois......_..
Elmer Dover, Washington. .
McKenzie Moss, Kentucky.
QGarrard B. Winston, Illinois$_...
Charles 8. Dewey, Llinois.

Lincoln C. Andrews, New York._.

Carl T. Schuneman, Minnesota..

Seymour Lowman, New York._..

Henry Herrick Bond, Massachu-
Setts.

Mellon.

Harding, Coolidge.
Harding.

Harding.

Harding, Coolidge.

-Harding, Coolidge.
Coolidge.
Coolidge.
Coolidge.’
Coolidge.
Coolidge.

8 Became Undersecretary Jul

y.1, 1821,

-8 Became Undersecretary Nov. 20, 1923,

ASSISTANTS TO THE SECRETARY OF THE TREASURY! AND PRESI-
DENTS AND SECRETARIES UNDER WHOM THEY SERVED

Term of service Assistants to the Secretary Secretaries Presidents
From— To—
Bept. 11,1789 | May 8,1792 | Tench Coxe, Pennsylvania.. c......... Hamilton._...... Washington.
Mar. 6,1917 | Mar. 4,1921 | George R. Cooksey, District of Colum- | McAdoo, Glass, | Wilson,
bia. Houston.

t Office established Sept. 2, 1789; abolished act May 8, 1792; roestablished act Mar. 8, 1917,

by the Secretary.

e N
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XXIV' PRINCIPAL ADMINISTRATIVE AND STAFF. OFFIGERS

‘PRINCIPAL ADMINISTRATIVE AND STATF OFFICERS OF THE
TREASURY DEPARTMENT AS OF ‘OCTOBER.31, 1927

OFFICE OF THE SECRETARY

ANDREW W, MELLON______________ Secretary of the Treasury.
QOGDEN L. MILLS Undersecretary of the Treasury.
CHARLES S. DEWEY_ e _._________ Assistant Secretary of the Treasury.
CARL T. SCHUNEMAN__.__________. Assistant Secretary of the Treasury.
SEYMOUR LOWMAN_ ________________ Assistant Secretary of the Treasury.
JouN KIELEY. Assistant to the Secretary.
‘W. NORMAN THOMPSON . Assistant to the Undersecretary.
. CHARLES R. SCHOENEMAN___._._.__ Assistant to the Undersecretary.
H. R. SHEPPARD- X Assistant to Assistant Secretary.
L. C. MARTIN____ . . Assistant to Assistant Secretary.
Francis C, RosE Assistant to Assistant Secretary.
FRANK A, BIRGFELD o oo Chief Clerk and Superintendent,
W. H. MoraN Chief, Secret Service Division, .
EpwARD F. BARTELT . Chief, Dwision of Bookleeping and War-
. rants,
" James E. HARPER Chief, Division of Appointments.
THOMAS L, LAWRENCE o cee o - Chief, Section of Surety Bonds.
DanN C. VAUGHAN Chief, Division of Supply.
ROBERT LE FEVRE Superintendent of Supplies, General Supply
’ . ‘Commitiee.
JouN L. SUMMERS . ______________ Disbursing Clerk.
JoserH S. McCoy . Government Actuary.

SPECIAL STAFF ASSISTANTS

ELLswORTH C. ALVORD__._.___—__.___ Special Assistant to the Secretary.
"DaviD E. FINLEY e e _. Special Assistant to the Secretary.
ALBERT (. REDPATH .. oo Special Assistant to the Undersecretary.
EpwaArp J. CUNNINGHAM e Member of the War Loan Staff.

-CONSULTING ARCHITECTURAL SPECIALISTS

Epwarp H. BENNETT, Chairman, WiLLiam B. DMNO.

LoUis AYRES. MirToN B. MEDARY, Jr.
ARTHUR BrOwN, Jr. : © Louis A. SIMON,

PUBLIC DEBT SERVICE

WILLIAM S. BROUGHTON .o . Commissioner of the Public Debt.

8. R. JaocoBs Deputy Commissioner.

WaLTER O. WoODS_ . ______.__ Register of the Treasury.

FRANK A. DEGROOT . Assistant Register of the Treasury.

CHARLES N. MCGROARTY - o oo Chief, Division of . Loans and Currency.

MELVIN R. LOAPMAN . Chief, Division of Public Debt Account&
and Audit,

FrANK G. COLLINS Chief, Division of Paper Custody.

OFFICE OF THE COMMISSIONER OF ACCOUNTS AND DEPOSITS

RoBERT G. HAND . Commissioner of -Accounts and Deposits.
DaniEr. W. BELL Deputy Commissioner.

EpwARD D. BATCHELDER oo . Chief, Division of Depogits.

JoHN F. EBERSOLE. Chief, Section of Financial and Economio
) Research.
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PRINCIPAL ADMINISTRATIVE AND 'STAFF OFFICERS XXV

OFFICE OF THE COMPTROLLER OF THE CURRENCY
. R : P

JosEPH W. MCINTOSH oo Comptroller of the Currency.

E. WILLEY STEARNS. . Deputy Compiroller.

F. G. AwWALT Deputy Comptroller.

EvueeNE H. GouecH Deputy Comptroller.

J. W. PoLE Chief, National Bank Ezaminers. )

ROBERT D. GARRETT—— oo Supervising Receiver, Insolvent Nationa¥
. Bank Diwvision,

JoAEN G. HERNDON - Chief Clerk.

OFFICE OF THE TREASURER OF THE UNITED STATES

FRANK WHITE. Treasurer of the United States.
FRANK J. F. THIEL . ________.__._ Assistant Treasurer.

H. T. TaTE. . Assistant Treasurer.

W.F. WARNER-—_______._________. Chief Clerk.

. » . ,
OFFICE OF THE COMMISSIONER OF INTERNAL REVENUE

Davip H. Brair y Commissioner of Internal Revenue.
CHARLES R. NASH. oo _____ Assistant to the Commissioner.

H. F. MiRes Deputy Commissioner.

R. M. EsTES — sewe———o. Deputy Commissioner.

CHARLES B. ALLEN________________. Deputy Commissioner.

CLARENCE M. CHAREST— oo, General Counsel.

: PROHIBITION SERVICE -

JaMEs M. DORAN. . ___ Commissioner of Prohibition.

ALF OFTEDAL_ - Assistant Commissioner of Prohibition.
JAMES B. JONES_ e __—._._ Deputy Commissioner of Prohibition.
Levi G. NUTT -. Deputy Commissioner of Prohibition.

CUSTOMS SERVICE

ERrRNEST W. CAMP Commissioner of Customs.

FraNK Dow e Assistant Commissioner of Customs.

JosepH .D. NEvIUS Deputy Commissioner of Customs.

NATHANIEL G. VAN DOREN.____.._. Deputy Commissioner of Customs.

TrHOMAS B. McKala . Assistant Deputy Comumissioner of Cus-
’ toms. - :

MINT BUREAU

ROBERT J. GRANT Director of the Mint..
MarY M. O'REILLY e . Assistant Director.

FEDERAL FARM LOAN BUREAU

EUGENE MEYER Farm Loan Commissioner.
JOAN J. GUILL e e -Member.

Louis J. PETTIJOHE N o cm e Member.

ALBERT C. WILLIAMS _ L __.__.____. Member.

GEORGE R. COOKSEY .. Member.

Froyp R. HARRISON . _____________. Member.

CHESTER MORRILL- - _...__ Secretary and General Counsel.
VINCENT R. McHALE Chief Exzaminer.

BUREAU OF ENGRAVING AND PRINTING

Atvin W HALL Director of the Bureau of Engraving and
. Printing. i

CLaRk R. LONGoo . ____ Assistant Director (Administrative).

JESSE E. SWIGART Assistant Director (Production).

VACANT . Assistant Director (Service}.
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XXVI PRINCIPAL

A M. STIMSON._____.____

FRrRaNCIS A. CARMELIA.

___________ Assistant Surgeon

ADMINISTRATIVE AND STAFF OFFICERS

'PUBLIC HEALTH SERVICE

Surgeon General.

Assistant Surgeon General.
Assistant Surgeon General.
General.
General.
General.
General.

‘Assistant Surgeon
Assistant Surgeon
Assistant Surgeon

Assistant Surgeon General.

RALPH C. WILLIAMS
D. 8. MASTERSON

Chief Clerk.

UNITED STATES COAST GUARD

REAR ADMIRAL F. C. BILLARD ______.

commandant.
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ANNUAL REPORT ON THE FINANCES

" TREASURY DEPARTMENT,
Washington, November 19, 1927.

Sir: I have the honor to make the following report:

In the process of preparing estimates of future revenues and of
carrying on current financing it is necessary for the Treasury to
have at its command all available information concerning business
and financial conditions.

‘BUSINESS CONDITIONS IN THE UNITED STATES AND ABROAD

A survey of the available data suggests the following summary
conclusions as to business in the past year:

First. A large volume of business was done simultaneously with
declining commodity prices—an unusual combination of circumstances.

Second. The volume of new construction remained large, as engi-
neering and industrial and public works projects were in sufficient
volume practically to offset a decline in construction of dwellings.

Third. High wages, due to increased average productivity per
worker, and lower living costs, due to declining prices, resulted in a
sustained purchasing power for a-large variety of consumers’ com-
modities. '

Fourth. Business was free from the accumulation of excessive in-
ventories, advance ordering subject to cancellations, and unreasonable
speculation in commodities, and a spirit of caution prevailed gener-
ally among business men. .

Fifth. Automobile production continued at a pace somewhat re-
duced from the year before, and dangers of a serious slump have been
lessened as demands for replacements are now sufficient to absorb
about half of the year’s output.

Sixth. Competition became more intense and the largest profits
were made by those concerns capable of introducing economies or
capturing the market by adaptation of their products to the demand.

Seventh. Charges for the use of fixed capital were reduced both
on industrial and Government securities and on farm loans.

Eighth. Banks in the United States increased their loans and in-
vestments about $2,000,000,000 at the same time that they reduced

- somewhat their dependence upon the Federal reserve system, due
mainly to gold imports and a decline in requirements for currency.

[}
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2 REPORT ON THE FINANCES
Business Conditions During the Fiscal Y ear
o

Volume of business—The volume of business transacted during the
year, when measured by the total money value of check payments
through banks outside New York City or by recognized indexes of
the physmal volume of production, was about 3 per cent larger than
during the prior fiscal year and larger than in any preceding year.
There were three principal exceptions to this increase in business
volume—the construction, automobile, and iron and steel industries
did not move in harmony. New construction, measured by the value
of contracts awarded, declined very slightly, but the year previous
had registered such large totals that the fact of a decline is not so
important as the smallness of the decline. Automobile production
declined about 11 per cent and nearly to the level of the fiscal year
1924. The iron and steel industry, drawing its sustenance from many
other sources of demand as well as from construction and automobiles,
showed a gain in ingot production of about 1 per cent over the pre-
vious fiscal year. The increase in general business volume was made
with the monthly average of factory employment, 2 per cent less
than in the prior year, reflecting a higher degree of industrial
efficiency.

The industrial advance made during the fiscal year just closed was

_not uniform. Overproduction occurred in oil, followed by price re-
adjustments and declines in earnings of many oil-producing com-
panies. The cotton textile industry, on the other hand, stimulated
by the low price of cotton, was more active than for some years past.
Other textile industries also reported a generally larger output.
Profits reported by a selected group of 456 corporations for the first
half of the calendar year 1927 showed gains, as compared with the
first half of 1926, for public utilities, motors and accessories, food
and food products, mining and smelting, chemicals, and miscella-
neous, but losses for oil, steel, machines and machine manufacturiug,
bu1ldmg supplies, and railroads.

Commodity pmces —The prices of all commodities at wholesale
began a decline in 1925, according to the index numbers .of the
Bureau of Labor Statistics, which continued throughout the fiscal
years 1926 and 1927. Since May, 1927, there has been some recovery.
The actual decline, in terms of 1926 as a base, was from 1048 (in -
March, 1925) to 93.7 (in June, 1927), or nearly 11 per cent The
dechne in the'fiscal year 1927 alone was 534 per cent.

The prices of agricultural commodities followed much the same
course except that their drop in the past fiscal year was slightly less

“than that of nonagricultural products, and their recovery since June
has been vigorous and has accounted for most of the recent increase
in the general average of prices.
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SECRETARY OF THE TREASURY 3

Foreign business conditions—The past year has, on the whole, been
one of continued improvement in the economic and financial status
‘of important foreign countries. Legal stabilization of currencies on
a gold basis has been achieved by seven countries during the past

~year. With only a few exceptions, the countries whose currencies
remain legally independent of the value of gold are now Wlthm
measurable distance of legal stabilization.

Industrial : production in Europe has risen throughout the year.
The volume of exports, as well as the domestic trade, was larger,
and commodity prices have been fairly stable in the last few months.
Unemployment has been declining recently, and, in general, it may
be said that the position of labor in Europe is better than a year
ago; where wage increases have not occurred, a fall in the cost of
living has brought about the same results. Capital issues were much
larger in many countries, and with few exceptions savings-bank
deposits have increased.

Banking and Finance

Federal reserve banking—During the past fiscal year there was a
" decrease of more than $100,000,000 in the total amount of credit the
Federal reserve banks were called upon to provide, due largely to
gold imports and a decrease in the requirements for currency, re-
flecting smaller factory pay rolls and probably further economy in
the use of currency by an increase in the use of checks. The decrease
in Federal reserve credit took the form principally of a decrease in
borrowing by member banks, and the banks therefore found them-
selves at the close of the year in a position to lend somewhat more
freely than a year previous. As a consequence, money conditions
have become somewhat easier and money rates slightly lower.
The discount rates of the Federal reserve banks have been unusually
stable during the past two years. The rate at all Federal reserve
banks, except New York, was 4 per cent from November 23, 1925, to
July 28, 1927, inclusive. The New York bank maintained a 4 per
cent rate, except for the period April 23, 1926, to August 12, 1926,
inclusive, when a 3% per cent rate was effective. Shortly after the
close of the past fiscal year the discount rates at all Federal reserve
‘banks were reduced from 4 per cent to 314 per cent, the first redue-
tion being made at Kansas City (July 29) and the last at Minneapolis
(September 13).:
The geneml banking situation—Total loans and investments of all
banks in the country increased during the fiscal year about $2,000,-
{000,000, or about 4 per cent, an increase not inconsistent with the

usual year-to-year growth in bank credit required by the normal

increase in the country’s trade. An unusually large proportion of
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4 _ REPORT ON THE FINANCES

this increase in credit took place in bank investments and loans on
securities, accompanying great activity in the security markets.

New security issues—The new security issues of domestic bor-
rowers totaled $5,524,189,000 in the fiscal year ended June 30, 1927,
‘or about- 2 per cent above the previous. year,.and those of foreign
borrowers totaled $1,319,083,000, or 13 per cent above the previous
year. The distribution of this large. volume of seeurities has. been
facilitated by rising bond prices, the monthly average of bond prices
being about 4 per cent higher than during the previous fiscal year;
and by increased bank loans, based on securities as collateral and
increased bank inVestments in securities.

The business effects of this large amount of new financing are to

~ be seen principally in increases in construction for public utility com-

panies, and of public works and highways.

T he present situation of business

Total volume of business—Business activity began in the spring
months of this year to fall below the totals of last year. As a result
of this recession business is now being conducted on a basis that con-
forms more nearly to the normal expectancy as judged from the
regular rate of growth of the country that has prevailed on the
average for some years. While business is not as active as-in most
of 1926, it can hardly be said to be subnormal and the underlying
fundamentals appear to be sound.

C omamodity prices—Another indication of healthy business condi-
tions is the recent recovery in commodity prices due in the main to
the rise in agricultural prices. The Bureau of Labor Statistics index

~ of wholesale prices for September was 3 per cent over the low point
of May. The growing stability of prices in Europe moreover is
favorable to our export commodities.

Agriculture—The crop estimates of the Department of Agrlcul-
ture now promise larger crops of wheat, corn, barley, flax, and pota-
toes than were realized last year. Although the cotton crop has
been reduced about a third in quantity, it will probably sell at a price

,sufficiently higher so that the total return from the crop will be con-
siderably larger than last year.

Judged from the group price index numbers of the Department of
Labor the purchasing power of farm products, measured in terms of
nonagricultural products, advanced steadily in every month since
March, 1927, and reached a figure in September that was 12 per cent
above that of March, nearly 11 per. cent greater than in September
of last year, and higher than in any other month but one since early
in the year 1920.
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SECRETARY OF THE TREASURY B

Credit conditions.—The peak load of crop financing this year was
handled without strain and the prevailing interest rates eased some-
what in the middle of October. Reporting member banks located in
the larger cities have in general continued to expand their commercial
and collateral loans and holdings of investments; the banks.in New.
York City having done likewise, except for a reduction in their hold-
ings of investments. The total credit expansion of member banks was
$317,000,000 between the last week of June and the last week of
October, of which sum $55,000,000 is accounted for by banks located
in New York City. New financing, as represented by securities issued,
has continued in very large volume. '

b RECEIPTS

Principal sources of revenue in 1927

MILLIOWS oF
DOLLARS

7,000 1
6,000 -
5,000 -
4,000 1 ALL OTHER
PROCEEDS FROM
3] TOREIGN OBLIGATIONS
CUSTOMS
3,000 +
MISCELLANEOUS
INTERNAL REVENUE
2,000
INCOME AND
PROFIT TAXES
1,000
O_

1920 1221 1922 1923 1924 1925 1926 1927

DiagraM 1.—DPrincipal sources of ordinary receipts.for the fiscal years 1920 to 1927

The fiscal year ended June 30, 1927, gives the first opportunity for
analyzing the changes in the principal sou\roes of revenue and in the
distribution of the burden of internal taxation effected by the revenue
act of 1926, approved February 26, 1926. The increase in the total
ordinary receipts from $8,962,755,690 in 1926 to $4,129,394,441 in 1927,
or $166,638,751, came mainly from sources other than internal revenue
taxation. The receipts from principal sources as compared with
earlier years are shown in the following table and graphically in
diagram 1, above. '
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8 REPORT ON THE FINANCES

Ordinary éfeceipts, fiscal years 1920 to 1927

[On basis of daily Treasury statements (unrevised)|

Miscellaneous revenues, in-
cluding Panama Canal

"Income and | Miscellaneous

“Year ending
profits taxes |internalrevenue|

June 30— Total

Customs )
Proceeds
from foreign All other

obligations

$322,902, 650 |- $3, 944, 949, 288 | $1,460,082, 287 | $74, 206,622 | $892, 334, 542 | $6, 604, 565, 389
308,564,391 | 3,206,046,158 | 1,390,379,823 | 114,821,206 | 605,121,383 | 5,624, 932,961
356,443,387 | 2,068,128,103 | 1,145,125,064 | 75,222,068 | 464,185,439 | 4109, 104,151
561,928,867 | 1,678, 607, 428 045,865,333 | 232,080,156 | 587,744,697 | 4,007,135, 481
545,637,504 | 1,842,144,418 | 953,012, 618 | 221,774,675 |. 449, 475,487 | 4,012,044, 702
547,561,220 | 1,760,537,823 | . 828,638,068 | 183,637,677 | 450,773,800 | 3,780,148, 684
579,430,003 | 1,982,040, 088 855,599,280 | 194,237,057 | 351,448,263 | 3,962, 755, 690-
605,499,983 | 2, 224, 992, 800 644,421,542 | 206,089,173 | 448,300,943 | 4,129,394, 441

ILLION . MILLION
DOLLARS DOLLARS
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CORPORATION TAXES " CURRENT COLLECTIONS

%
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20004 TAXES L2000

—

— —
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10001 CURRENT*, 1000
500+ 1500

ity v )

Ry Il |
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P1agraM 2.—Income tax collections for the fiscal years 1923 to 1927, distributed according
to individual and corporation taxes and according to back taxes and current col-
lections. (The former distribution was not made until 1925 and the latter until 1924)

~ Internal revenue collections, which include income taxes, tobacco,

and other miscellaneons internal taxes, increased from $2,837,639,377
to $2,869,414,342, or $31,774,965 over the preceding year; while re-
ceipts from customs and such miscellaneous sources as Government-
owned securities, Panama Canal tolls, etc., were $134,863,786 larger
than in 1926, or $1,259,980,099 as compared with $1,125,116,313,
Closer analysis of internal revenue collections shows more defi-
nitely that tax changes were responsible for the failure of such
receipts to increase. Income taxes, the most important interna)
taxes, yielded $2,224,992,800, or $242,952,712 more than in 1926. '
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SECRETARY OF THE TREASURY 7

However, larger back tax collections on incomes—$331,476,826
in 1927 as compared with $295,982,056 in 1926—were responsible for
approximately $35,000,000 of this increase. Such collections depend
not upon current tax returns but on the administrative work of com-
pleting the audit and closing of returns for former years. The large
volume during thé fiscal year 1927 resulted from intensive work on
returns for war years, the majority of which are now closed. Mak-
ing allowance for receipts from this temporary source, current in-
come tax receipts during 1927 increased about $208,000,000. This is
the ‘increase in collections depending on the new law in which rates
of tax on individual incomes were decreased, and credits and exemp-
tions increased, while rates on corporation incomes were increased.
Income and profits in the calendar years 1925 and 1926 were at an
unusually high level, and collections on these incomes, half of which
came in the fiscal year 1927, were.larger in spite of the substantial
reduction in individual income tax rates. Offsetting the additional
current income tax collections of $208,000,000 was a decline of about
$211,000,000 in collections from other internal taxes. These miscel-
laneous internal revenue taxes were seriously cut by the 1926 act
from $855,599,289 in 1926 to $644,421,542 in 1927. If, therefore,
allowance is made for collections not affected by the tax revision,
internal revenue collections during 1927 were approximately the
same as during 1926. '

Receipts other than from internal revenue taxes come from the
tariff and from a variety of other sources not of a taxation nature.
These sources were responsible for the bulk of the increase in total
ordinary receipts of the past year. Customs increased from $579,-
430,093 to $605,499,983, or $26,069,890, the second successive year
with a big gain, and the first time for customs to pass the $600,000,000
mark. The additional customs accrued during the autumn months.
Diagram 3, page 8, shows customs receipts, monthly, for the fiscal
years 1925 to date. During the first three months of the fiscal year
1927 customs roseé sharply over the same months of the preceding
year until November, then declined rapidly until January, and re-
mained about the same as in former years during the last six months,
to June 30, 1927.

Mlscellaneous receipts include a varlety of sources, a few yielding
as much as some of the more important miscellaneous internal taxes,
a large number each producing a small amount from year to year.
Amonv the more important miscellaneous receipts in recent years,
shown separately in the following table, have been the proceeds from
Government-owned securities (1nclud1ng foreign obligations, railroad
securities issued under the transportation act of 1920, and Federal
farm loan and other securities), sales of surplus property, and Pan-
ama Canal tolls. Less important individually are the items included

64671—6’ 1927——3
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8 REPORT ON THE FINANCES'

under “ all other ”—public domain receipts, profits from coinage and
bullion receipts, fees, fines and penalties, interest on public deposits,
receipts from revenues of the District of Columbia, receipts in admin-
istering trust funds, and smaller items. Revenues grouped under
“all other ” have not varied much during the last four years, ranging
from $230,000,000 to $272,000,000. There have, however, been wide
fluctuations in the receipts from certain of the more important
sources. Receipts from railroad securities have fluctuated from
$36,700,000 to $143,900,000 and from Federal farm loan and other
securities from'$9,600,000 to $63,500,000 during the four-year period.

MILLION . MILLION
DOLLARS DOLLARS
65 65

60 : 60

. |

L~ S : 55

30 Mo27 T - / *
7 \ I: ey
\\ 0 N
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DiagraM 3.—Customs recelpts, by months, for the fiscal years beginning 1925

Miscellaneous receipts, 1920 to 1927

[On basis of daily Treasury statements (unrevised); in million$ of dollars]

Proceeds from Government-
owned obligations Sale of | Panama
Fiscal year surplus | Canal | Allother| Total

supplies tolls
Foreign { Railroad | A1l other

74.3 ] (O] 300.3 56| 2577.4 966. 6
114.8 1) 0] 183.7 12,3 2409.1 719.9

75.2 %) §26.1 113.8 11.7 312.8 539.4
233.0 99.3 46.3 91.7 17.3 333.1 820.7
221.8 94.4 9.6 46.8 27.1 271.6 671.3
183.6 143.9 19.8 23.8 23.1 249.2 643.4
104.2 36.7 34.6 25.8 2A.7 229.9 545.7
206.1 89.7 63.5 18.1 25.8 251.3 654.5

1 Receipts on account of securities other than foreign-owned not shown separately for 1920 and 1921.

t Includes in 1920 $350,000,000 and in 1921 $100,000,000 from-liquidation of the United States Grain
Corporation,

8 Receipts on account of reilroad securities not segregated.
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SECRETARY OF THE TREASURY 9

"The total received from miscellaneous sources was larger in the
fiscal year 1927 than from either customs receipts or from miscella-
neous internal revenue taxes, or $654,480,116 as compared with $605,-
499,983 and $644,421,542, respectively. The increase over similar
receipts during the preceding year was from $545,686,220 to $654,-
480,116, or $108,793,896. Government-owned securities other than
foreign securities yielded $153,200,000 in 1927 as compared with
$71,300,000 in 1926, about $82,000,000 of the entire increase in miscel-
laneous receipts. The principal sources in years of the more imme-
diate future will be foreign obligations owned by the Government,
sale of surplus property other than war property, Panama Canal
tolls, and all other, the total receipts from which varied from about
$460,000,000 to $530,000,000 during the last four years.

Income taxes

The changes in principal sources of receipts reviewed above
show the general effect of the revenue act of 1926 from the point
of view of total revenue for the Government and the productivity
of main revenue producers. During the operation of the law to date
information has become available showing the effect on individual
sources of revenue and individual groups of taxpayers. The most
important information is the compilation of statistics from income
tax returns of corporations and individuals for the calendar year
1925, returns of which were filed during 1926, under the provisions
of the new revenue act. Actual tax collections on these returns were
made during the calendar year 1926, or during the last half of the
fiscal year 1926 and the first half of the fiscal year 1927.

Not only did the 1926 revenue revision change the rates for different
individuals subject to income tax but, through the increase in the
income tax rate on corporations, it adjusted all income taxation
so that corporations, as a group, pay an even larger proportion
of the income taxes than formerly.  The following table shows -
the percentage distribution of income tax returned by corporations
and individuals for the calendar years 1922-1925:

Corpora- | Individ-
tion ual

Per ¢ent | Per cent
7 53

50 41
56 44
61 39

When the excess-profits tax on corporations was removed and sur-
tax rates on individuals reduced in the revenue act of 1921, the
normal rate on corporation income was increased from 10 to 1214
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10 ~ REPORT ON THE FINANCES

per cent. Individual rates were further reduced in the act of 1924,
retroactive on returns for the calendar year 1923, but corporation
rates remained unchanged, and corporations then returned more than
half of the income taxes. The increased proportion of income taxes
returned by corporations for the calendar year 1925 reflects only part
of the last tax revision since the rate was set at 13-per cent for 1925
and at 1314 per cent for subsequent years. For the calendar years
1926 and following corporations will be returning well over three-
fifths of the income taxes.

Individual income tax.—The revenue act of 1926 made sweeping
changes affecting the taxation of individual incomes by increasing
the personal credit exemption for single persons 50 per cent and
that for married persons and-heads of families 40 per cent, by in-
creasing the earned income credit and by decreasing the normal and
surtax rates. More than 44 per cent of the individual taxpayers
were relieved. from income tax payments. In 1924, 4,489,698 indi-
viduals returned taxable net income, whereas in 1925 the number. fell
to 2,501,166, a decrease of almost 2,000,000. Under the new law the
ratés of normal tax were reduced from 2 per cent, 4 per cent, and 6
per cent to 114 per cent, 3 per cent, and 5 per.cent, respectively.
Surtax rates were cut from a maximum of 40 per cent to a maximum
of 20 per cent. The earned income provision was so extended as to
apply to a maximum of $20,000 of such incomes as compared with
the limit in the former act of $10,000.

It was very naturally anticipated that these changes would result
in considerable loss of revenue. In fact, the report of the Ways and
Means Committee submitted to the House estimated a reduction of
$46,000,000 in normal tax paid and a reduction of $98,575,000 in re-
turns from the surtax. As a matter of fact, however, the individual

. returns for the calendar year 1925 showed a larger tax than did those
for 1924. The individual income tax returned for 1924 was $704,-
265,390, and for 1925, $734,555,183, an increase of $30,289,793. As -
estimated, there was a very large falling off in the normal tax return.
Before the deduction of earned income and capital loss credits, the
normal tax returns decreased $41,434,565. On the other hand, surtax
returns decreased only $4,687,627, while the capital gains tax
increased $68,967,907. There was a net gain of $22,845,715, to which
must be added $6,067,280, representing a decrease in the earned-
income credit, and $1,376,798, representing a decrease in the capital
loss credit.

The results are attributable to several causes: First and most
important was the increased prosperity of the country as exemplified
by the increased income from certain sources, despite the reduction
in number of returns. The income from dividends returned, which
were $3,250,913,954 in 1924 rose to $3,464,624,648 in 1925 despite
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SECRETARY OF THE TREASURY 11

fewer returns and the reduction in total income returned. More -
important than any other changes was the enormous increase in

the income reported from the sale of property, both under the capital-

gains section and under the general provisions. Income from the

sale of property under the general provision reported for 1924

amounted to $1,124,565,658, while in 1925 this figure had jumped

to $1,991,659,499, an increase of $867,093,841, or 77 per cent. In addi-

tion, income under the capital net gains section increased from

$389,148.434 to $940,569,341, an increase of $551,420,907, or 142 per
cent, and the tax from $48,603,064 in 1924 to $117,570,971 for 1925.
In fact, the increased revenue from the capital gains tax more tham

offset the loss of $46,122,192 in normal and surtax returns.

In the second place, the entire decrease in taxable incomes occurred
in the classes not in excess of $5,000, while for those in excess of $5,000
it materially increased. The number of taxable returns with income
of less than $5,000 decreased 55 per cent, while the number in excess
of $5,000 increased 18 per cent; in excess of $25,000, 32 per cent; in
excess of $100,000, 67 per cent; in excess of $300,000, 104 per.cent,
and in excess of $1 000,000, 176 per cent.

The Treasury Department has always contended that in the long
run the taxation of income at moderate rates would be more produc-
tive than at very high rates. The soundness of this contention ap-
pears to have been amply borne out by the tax returns under the law
of 1926, for both the calendar years 1925 and 1926.

The sources of the income returned for the calendar year 1925
as compared with 1924 clearly illustrate the effect of the new revenue
act. The total national income was undoubtedly greater in 1925 than
in 1924, due to increased prosperity, but the income actually returned
for individual income tax purposes was less, due to the entire exemp-
tion of over 40 per cent of the 1924 income tax payers. The income
returned on account of wages and salaries was about $3,875,000 OOO
less; from individual businesses about $1,100,000,000 less; from rents

‘and royalties about $538,000,000 less; and from interest and-invest-
ments about $467,000,000 less. On the other hand, increased income
was returned from dividends and from sale of property. Dividends
increased about $214,000,000, while the gains from the sale of prop-
erty, including that returned as capital net gains, increased about
$1,418,500,000. The largest reductions in net income reported for
tax purposes, in the income from wages and salaries and in the in-
come returned on account of individual business, were in the lower
tax brackets. The reductions in returns from “rents and royalties ”
and “interest and investment income ” were almost entirely in the
lower brackets. The greatest beneficiaries of the 1926 act were,
therefore, people of small incomes, wage earners, salaried men, and
men operating small individual busmess enterprlses
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12 - REPORT ON THE FINANCES

Paradoxical as it may seem, the average tax paid for 1925 was
$136.83 greater than for 1924, an increase of over 87 per cent, in spite
of lower normal and surtax rates in 1925. This is likewise true .of
the rate. In 1924 the average rate of those returning taxable net
income was 3.62 per cént, while in 1925, despite all reductions, it
increased to 4.20 per cent. The explanation is found in the elimina-
tion of about 2,000,000 of the small thpayers and in the increase of
the number of taxpayers reporting larger incomes.

Analyses of the returns made under the 1924 and 1926 acts indicate
that the income tax in this country has become a class rather than a
national tax. For the calendar year 1924, 259,808 individuals with
net incomes of $10,000 and over returned about $627,800,000 of income
tax out of a total tax of $704,265,390; 4,229,890 returned the remain-
ing tax of about $76,500,000; about 2,880,000 made returns but paid
no tax; and the balance of our population made no returns what-
ever. The average rate of tax of all those returning taxable incomes
not in excess of $5,000 was 0.49 of 1 per cent; and for those making
taxable returns in excess of $5,000 and not in excess of $10,000, 0.99
of 1 per cent.

For the calendar year 1925, in contrast, 327,018, individuals with
net income of $10.000 and over returned $701,497,726 out. of a total
of $734,555,183, and 2,174,148 individuals returned the remaining
tax, approximately $33,000,000. According to these returns, less
than 0.3 of 1 per cent of our population returned 9514 per cent of

_our total income tax, about 1.9 per cent returned 414 per cent, and
the remaining 97.8 per cent of the population returned no tax what-
ever, Iurthermore, in returns for 1925 the average tax rate for
those returning taxable net incomes not in excess of $5,000 was 0.29
of 1 per cent, and for those returning taxable income in excess of
$5,000 and not in excess of $10,000, 0.58 of 1 per cent—rates about 40
per cent lower than those under the preceding tax law.

Corporation income taw.~—The largest number of corporations
scheduled as making returns for tax prior to 1925 was 417,421. The
returns for 1925, however, numbered 430,072. In no other year has
this number reached 400,000. In 1924, of those making returns, only
236,389 reported net income and 181,032 reported no net income.
For 1925, 252,334 corporations returned net income and 177,738
returned no net income. The net income for 1924 was $7,587,000,000,
while for 1925 it was $9,584,000,000, an increase, due to the great
corporate prosperity. For 1917 the net income of the 232,079 cor-
porations making return of income was $10,730,000,000. The net
income returned for 1925, with this exception, was the largest on
record.

The income tax returned by cmporatlons for 1925 amounted to
$1,170,331,206 as compared with $881,549,546 for-1924, an increase of
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SECRETARY OF THE TREASURY 13

about 33 per cent. There were two reasons for this increase in the
tax—the extraordinary prosperity, resulting in larger returns both in
number and amount, and the slight increase made in the tax rate.
The tax for the year 1925 was at the rate of 13 per cent instead of
1214 per cent as for the years 1922, 1923, and 1924. The tax returned
for 1925, at the rate of 13 per cent, was $1,170,331,206. Had the rate
been 1214 per cent, the tax would have been about $1,125,318,000, a
difference of about $45,013,000. That is, of the increase in corporate
tax returned for 1925, $45,000,000 was due to the increased rate of
one-half of 1 per cent and about $243,800,000 due to increased pros-
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DiacraM 4.—Principal sources of miscellaneous internal revenue collections for the fiscal
years 1923 to 1927
n’yl

perity. Corporate prosperity was also illustrated by the fact that
the deficit of those returning no net income was collectively less than
for any year since 1919 and about 12 per cent less than for 1924.

Miscellaneous internal revenue

Revision in the revenue act of 1926 of internal taxes other than
income taxes reached a wide variety of taxes on people in all eco-
nomic groups through their manufacture or use of goods and serv-
ices. The total burden of these levies was reduced about one-fourth.
The effect of the changes on receipts, as compared with preceding
years, is indicated graphically in diagram 4, above, showing col-
lections of miscellaneous internal revenue by principal sources for
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14 REPORT ON THE FINANCES

the fiscal years 1923 to 1927. During that period miscellaneous
internal revenue collections declined almost one-third, due to tax
reductions in the revenue acts of 1924 and 1926. The loss of revenue
in the latter act was even greater than in the former.

Taxes in each of the major remaining sources were reduced, either
by lower rates, increased exemptions, or omission of certain taxes.
The collections as compared with the fiscal year 1926 were as follows: !

{In millions of dollars}

Fiscal year | Fiscal year | Increase or
Source 19 1027 decrease

ToObACCO LBXOS - « < e e e e icacac ot amccaicccemccen - 370.7 376.2 +5.5
Automobile taxes. . eceienennnan - 138.2 66. 4 -71.8
Estate tax. . o ccecceccmceceaann . 116.0 100.3 ~15.7
Documentary stamps, including playing cards.. IO 54.0 37.3 -16.7
Admissions and dues. . . oooecaaaoan 3.1 28.4 -5.7
Distilled spirits. e mcecacaceeaanaae - - 26.4 21.2 —5.2
Al other. .. e ceeaes 122.6 15.9 ~106. 6
X PRI 861.9 645.7 |- —216.2

1 The ﬁgures are based on collectors’ reports and give a slightly different total than from the daily
Treasury statements shown above.

Tobacco tax collections, which had increased from $16,000,000 to
$25,000,000 during each of the three preceding years, gained only
$5,500,000 in 1927 over 1926. The loss in revenue from the reduced
rates on cigars and the omission of the special tax on manufacturers
almost offset the gain in collections on small cigarettes. The effect
of the revised tobacco rates on the importance of small cigarettes as
revenue producers is shown in diagram 5, page 15. Collections from
small cigarettes now yield almost three-fourths of all tobacco col-
lections and over 40 per cent of the total miscellaneous internal reve-
nue. The loss of taxes on automobile trucks and autowagons, and on
tires, parts, and accessories, and the reduction of the rates on passen-
ger automobiles from 5 to 3 per cent resulted in a reduction of $71,-
800,000 in collections on automobiles, the greatest loss in any one
group of taxes with the exception of the capital stock tax. The de-
cline in estate tax collections was not great—$15,700,000—not because. -
the tax was unchanged but because the increased exemptions, reduced
tax rates, and increased credits for State inheritance taxes will not be
fully reflected in collections until the fiscal years 1928 or 1929 and
later. Documentary stamps collections decreased $16,700,000 as a
result of the omission of certain stamp taxes; also admissions and
dues, because of the increased exemption for admission; and distilled
spirits, because of the reduced rates on nonbeverage distilled spirits.
The omission of a number of taxes not shown separately accounts for
the decline in the “all other ” item. Among these are the capital
stock tax, collections on which amounted to $97,400,000 during the ™
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SECRETARY OF THE TREASURY 15

fiscal year 1926; the gift tax, and miscellaneous excise taxes and
occupational taxes, .
Miscellaneous internal taxes, which yielded almost a third of the
internal revenue collections in the fiscal year 1925 and about 30 per
cent in the fiscal year 1926, produced less than one-fourth of the total
in 1927, the remaining receipts coming from income taxes., Of the
miscellaneous taxes, those on tobacco products now produce almost
three-fifths (58 per cent) of the total, as compared with about two-
fifths in 1925 and 1926, and will net an even larger proportion when
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DIAGRAM 5.—Principal sources of collections on tobacco taxes for the fiscal years 1920
to 1927

the revisions in the 1926 law on estates and nonbeverage distilled
spirits are fully reflected in collections. The burden of the tobacco
taxes is, however, widely distributed among the numerous users of
tobacco, particularly cigarette smokers. The other taxpayers benefit-
ing especially by the 1926 act are those formerly paying the tax on
passenger automobiles, trucks, and tires, parts and accessories, and
those paying taxes on estates of decedents when all collections are
-made under the new rates. The removal of the capital stock tax
resulted in little actual change in the tax burden of corporations
because of the increased rate on corporate incomes. '
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16 REPORT ON THE FINANCES
EXPENDITURES
Increases. and decreases inl the fiscal year 1997

During the fiscal year ended June 80, 1927, the ordinary expendi-
tures of the Federal Government decreased $124,000,000, or over 4
per cent, as compared with the preceding year. As a result of this
decrease, coupled with increased receipts, many of them of a tem-
porary character, $258,000,000 more were applied to the reductlon
of the public debt than in the previous year.

The expenditures of a government summarize its activities. The
scope and relative importance of the various tasks required of the
Federal Government are shown more clearly by a classification of
its expenditures according to ‘the various functions performed. As
pointed out in my last report, there are several main groups of these
functions.” The first in importance at present is the service of the
public debt, which includes debt retirements and interest payments;
second, the military functions, which include aid to war veterans
and the cost of special agencies for strictly military purposes as
well as the military expenditures of the War, Navy, and other de-
partments; third, expenditures for all other purposes from which
must be deducted the amount of refunds, losses, contingencies, pay-
ments from trust funds and other nonfunctional miscellaneous dis-
bursements in order to obtain the cost of the ordinary civil activities
of the Federal Government. These ordinary civil expenditures
may be further subdivided into six parts as follows: (a) “General
government,” which includes expenditures for Congress, the Execu-
tive office, and for administrative operations of a gemeral character,
such as the Treasury fiscal service, the work of the Civil Service Com-
mission, and the maintehance of public buildings; (b) “Internal
security,” which includes disbursements for law enforcement, immi-
gration, naturalization, public health, and special relief; (c) “De-
velopment and regulation,” which includes outlays for education and
research, the promotion or regulation of special groups of industries,
such as, for example, agriculture, banking, commerce, labor, and
railroads; (d) “Public domain, works, and industries,” the most
important item of which in recent years is that for the promotion of
good roads; (e) “Local governments and Indians,” which covers
costs of the governments in the Territories and the District of Colum-
bia, the subventions to the States, and the cost of the Indian wards:
of the Nation; (f) “ Foreign relations,” which is self-explanatory.

An interesting exhibit showing the relative importance of the
functions of the Federal Government and comparisons between the
last two fiscal years is given in the following table in which expendi-
tures are classified according to the functional groupings above
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SECRETARY OF THE TREASURY 17

described. Obviously there are other items included in “ordinary

expenditures” which are nonfunctional in character and therefore
not shown in these groups and not included in the table, such as
repayments of trust funds and refunds of excess collections of taxes.

Comparison of expenditures in the fiscal years 1927 and 1926, by functional
. s groups

[In millions of dollars]

Increase | Decrease
1927 1926 | Sini927 | in 1927

Total functional expenditures excluding public debt retirements.
Ordinary civil functions. .. ..o s
Qeneral government . .
Internal security._ .. ..____.___
Development and regulation.-...........
Public domain, works, and industries
Local governments and {ndians....
. Foreign relations.
Military functions
Public debt..._.
Interest.
Premium. ...
Statutory retirements
Other retirements....

t Excess of credits, deduct.

From the facts presented in the foregoing table it appears that
the principal saving during the past fiscal year was in expenditures
for interest on the public debt, which decreased nearly $45,000,000.
Increases as compared with the preceding year will be noted of
'$21,000,000 .in military expenditures and $15,000,000 in expenditures
for development and regulation. A steady enlargement is to be
expected in this developmental and regulatory group, as I pointed
out in my last report, because of the rising standards and expanding
sphere of governmental activity. These widespread modern tend-
encies are caused in turn by the increasing congestion of population
and the ever-widening commercial and humanitarian horizons that are
making apparent in growing numbers the cases in which unsystematic
private agencies are unable to cope adequately with large-scale under-
takings of intimate public interest. This group of developmental
and regulatory activities is the only one under ordinary civil func-
tions that shows a material change in the amount spent in 1927 as
compared with 1926. There were actual decreases in the expenditures
for General Government and for local governments (including Indian
affairs), and the three other groups show almost insignificant in-
creases. It is interesting to note that the large group of civil expendi-
tures designated “Public domain, works, and industries,” remained
practically stationary, showing that the Federal Government has not
been making further invasions into the field of private business.
The net change as compared with the preceding year in the total
for all expenditures, excluding debt retirements and excluding non-
functional items, was a decrease of $6,400,000.
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18 REPORT ON THE FINANCES

Percentage distribution of ewpenditures

The relative fiscal importance of the different functions of the
Federal Government in any one year is concisely shown by the per-
centage of total expenditures which is due to each group. Such a
percentage distribution for the fiscal year 1927, with corresponding
1926 data included for comparison, is given in the accompanying
table. Diagram 6 gives the 1927 data in graphic form.

FOREIGN  043%*
RELATIONS _¢

¥ INTERNAL
i SECURITY

DIAGRAM 6.—Iunctional distribution of expenditures, by percentages, for the fiscal year
1927

PFunctional distribution of expendilures, by percentages, fiscal years 1927 and
1926 )

1927 1926 N 1927 1926

Perct.| Perct. . Per el | Per ct,

Ordinary civil functions. ... 17.1 17.9 || Military functions... 3.8 33.5

QGeneral Government. 2.7 2.9 || Public debt_... 511 48.6

Internal security....._. .| 2.0 2.1 Interest__ 20.9 23.6

Development and regulation.| * 3.3 3.1 Premivm..__._____..___ 2 2

Public domain, works, and Statutory retirements.___ 13.8 13.8

industries. ... ... 7.3 7.8 Other retirements...... - 16.2 10.9

Local governments and In- D IG2: £ O] 1)

dians. ool 1.4 1.6
Foreign relations............. .4 .4

! Less than one-twentieth of 1 per cent.
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Probably the most striking fact brought out by such a percentage
distribution is the small fiscal importance of ordinary civil expendi-
tures. These are often thought by those who have niever looked into
the matter to be typical of practically all the disbursements of the-
Government. When the average citizen grumbles over the size of
his income tax payment he often visualizes his hard-earned money
being spent by the Government to compile reports on business or agri-
cultural conditions, or to erect public buildings, send diplomats
abroad, carry on scientific investigations, or make and enforce laws.
As a matter of fact, a small part of the taxpayer’s dollar goes into
work of this sort, only about one-sixth being used for all the multi-
tudinous types of ordinary civil functions added together. One-half
of each tax dollar is used for the service of the public debt, the equiva-
lent of 20 cents being required for interest and premium payments
and 30 cents for debt retirement. The remaining one-third of the
taxpayer’s dollar is spent -on military expenditures for natlonal
defense or payments to military veterans.

Percentage of e:cpenditures attributable to war

It is well known to students of public finance that the peace-time
budgets of modern occidental nations are largely concerned with the
costs of past and future wars. The question often arises as to the
percentage of United States Federal expenditures that is attributable
to actual or potential wars. Needless to say, many expenditures of
the Government are either always partly military and partly civil
or else are predominately military in war periods but change to a
distinctly civil character in times of extended peace. Any definite
figure of expenditures for war must, therefore, involve many judg-
ments that are far from mathematlcal certainty. Nevertheless, such
approx1mat10ns are worth while.. The best-known compilation of
data in readily available form for use in answering this inquiry was
made for the years 1910 to 1920 by the late Edward B. Rosa, of the
United States Bureau of Standards. His classified figures were
later brought up to the year 1924 by the United States Bureau of
Efficiency. In the accompanying table is shown the percentage of
Federal expenditures attributable to wars, based on these data. A
similar computation that excludes from expenditures for wars the
amount of public debt retired from payments by foreign governments,
and the.cost of civil agencies used for war purposes, such as the
United States Emergency Fleet Corporation and the United States
Railroad Administration, is also included in the table for compara-
tive purposes. The period covered by this latter compilation is from
1915 to 1927, inclusive.
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Percentage of net Federal expenditures for wars, past and future

{Source of Rosa’s data: Rosa, E. B,, Expenditures and Revenues of the Federal Government, opp. p.12]

Excluding t

.| Excluding
By Rosa’s| civil agen- By Rosa’s| civil agen-
Fiscal year classifi- | cies used Fiscal year classifi- | cies used
cation for war cation for war
purposes ! purposes !
Per cent | Per cent Percent | Per cent
67.7 98.4 85.5
93.7 70.7
387.7 72.6
2187.5 87. 4
386.7 83.5
880.1 85.0
.......... 80.2
81.2

. 82.0

1 E. g., Emergency Fleet Corporation and United States Railroad Administration.

1 From data compiled by the United States Bureau of Efficiency.

$'From data compiled by the United States Bureau of Efficiency from Budget estimates sent to Con-
gress, but actual figures for debt retirement have been substituted for Budgot figures.

This table shows that in modern times the Federal tax burden of
one generation is largely determined by the military activities of the
preceding one. In the fiscal year 1927 expenditures for interest
on the public debt exceeded by over $140,000,000 the aggregate
amount of ordinary civil expenditures, while mlhtary expendltures
were almost twice civil expenditures, and exceeded the amount of all
retirements of the public debt by nearly $70,000,000.

THE SURPLUS

~ Since 1920 each fiscal year has shown an excess in the ordinary
receipts of the Government over expenditures chargeable against
those receipts. This excess, called “the surplus,” in the eight-year
period since 1920 has totaled $2,692,000,000. For the fiscal year just
passed it amounted to $635,000,000, the largest surplus in any one
year from the operations of this Government.. The following table
presents the figures for each year since 1920 S e

Ordmary recmpts and ewpenditures charyea,ble agminst ordmary receipts, 1920
to 192 6'

[On basis of daily Treasury statements (unrevised)]

Tota ordi Ex| endi%llres )
. otal ordinary chargeable 3
Fiscal year receipts | against ordinary Surplus
receipts
$6, 694, 565, 388 $6, 482, 090, 191 $212, 475,197
5, 624,932, 960 5, 538, 209, 189 86, 23 771
4, 109, 104, 150 3, 795,302,499 | . 313 801, 651
4,007, 135, 480 3,607, 478, 020 309, 657, 460
4,012, 044, 701 3,506, 677,715 505, 366. 986
3, 780, 148, 684 3, 529 643, 446 250, 505,238
3,962, 755, 690 3, 584 987, 873 377,767,817
4, 129, 394, 441 3, 493 584, 519 635, 809, 922
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“The surpluses since 1920 have occurred in general because expendi-

tures have been reduced in greater amount than have receipts under
the various revisions in the tax system and because of the gradual
liquidation of assets acquired during the recent war. Although
receipts fell off rapidly during 1921 and 1922 on account of the cut in
taxes in the revenue act of 1921 and the depression of those years,
receipts exceeded expenditures because expenditures were cut. in
greater proportion. In 1923 and 1924 total receipts changed little,
but expenditures continued to decline and the surplus increased.: In
1925, when expenditures increased slightly and receipts declined,:the
surplus of the previous year was cut in half. . The increase in surplus
in 1926 over 1925 was due to the large yield of taxation.
.- In 1927 receipts increased over the preceding year and expendi-
tures decreased, resulting in a large surplus. - The increase in ‘total
receipts amounted to $167,000,000. Ordinary expenditures decreased
$124,000,000. Public debt retirements chargeable against ordinary
receipts increased $32,000,000, giving a net decrease in total expendi-
tures chargeable against ordinary receipts of $92,000,000. The pr1n~
mpal items of change are shown in the following table:

Prmczpal change in omdmary recmpts and ewpendztures cha/raea,ble a,gamst
ordmarz/ recezpts in the ﬂsoal yeao 192’7 over 1926

[On basis of daily Treasury statements (unrevised)) . » o
) o Expénditﬁres
. Receipts—Increases . i
. - Decreases N R . Increases ' ¢
Customs. __...... e $26, 000 000 Interest payments._. $45 000, 000 | General expendl »
Internal revenue (large- Customs and in- tures. ... .__..L.. $31, 000, 0600
.ly income taxes)..._.. 32, 000, 000 ternal revenue Government life in- . .
refunds. . ........ 2, 000, 600 surance fund. . .. *§, 000,000
Foreign repayments-... 11, 000, 000 | Postaj deficiency- .- 12 000,000 | Debt retirements . .
Railroads (primarily Civil service retire- < chargeable against ’
securities sold) . _..... 53, 000, 000 ment fund....... 11, 000, 000 ordinary receipts.. 32, 000, 000
Federal larm loan Other items__...._. 15, 000, 000 : "
bonds, etc....ceo.cooo 29, 000, 600 |-
Miscellaneous (nety_.-. 16, 000, 000 o

The surplus of 1927 was an anomaly, resulting from a combination
of unusual and nonrecurring items in both receipts and expenditures.
Almost two-thirds of the surplus of $635,000,000 was due to receipts
on account of the disposal of capital assets, of back collections in
excess of tax refunds, and other items of a fast-disappearing or non-
recurring character.

About $108,000,000 of the surplus consisted of receipt items which
will not occur again. The Federal farm loan bonds owned by the
Government, which contributed $60,000,000 in 1927 in the form of
receipts from capital assets, have all been repurchased by the Federal
land banks, so that no further receipts from this source can again
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22 REPORT ON THE FINANCES

occur. The War Finance Corporation, accounting for $27,000,000
in the 1927 receipts, has practically completed the liquidation of jts
assets. Receipts from minor securities amounted to $3,000,000. The
capital stock tax, which produced $8,000,000 in 1927, has been re-
pealed. The surplus was further 1ncreased by $5,000,000 received
from a judgment of the court relating to the naval oil leases

Among the temporary or fast-disappearing receipts received in
1927 are those on account of railroad securities, which aggregated
about $89,000,000. Railroad securities to the amount of only $230,-
000,000 were held by the Government at the end of the last fiscal
year. It is estimated that whereas $169,000,000 will be received on
account of principal and interest on these securities in the fiscal year
1928 the revenue from this source: will drop to approximately
'$24,000,000 in the fiscal year 1929, and after that little or no revenue
is anticipated under this head. Back income tax collections in 1927
amounted to $331,000,000; which, when reduced by the sum of
$117,000,000 paid in tax refunds, leaves a balance of $214,000,000 in
revenue from this source. The work of the Internal Revenue Bureau
is becoming more nearly current every year, and while some net
receipts on this account will continue to be realized it is expected
that after the fiscal year 1929 the amount will be greatly reduced.
Moreover, tax refunds in 1927 were $35,000,000 less than Treasury
estimates, due to a change in the application of the revenue law.
This reductlon represents merely a postponement of expenditures,
the payment of which will swell expenditures in 1928, thus cutting
down net receipts from back taxes for that year. Recelpts from the
sale of surplus war supplies amounted to $8,000,000 in 1927.

Without the nonrecurring and fast- dlsappearmcr items listed above,
aggregating about $414,000,000, a surplus of only about $221,000,000
would have resulted. The important part played by these temporary
and nonrecurring receipts in producing the surplus of the last few
years is shown in the table on page 23.
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Principal receipt items of a nonrecurring or lemporary type increasing the surplus in the fiscal years I 923; 1924, 1925, 1926,01927, and 19281

% 1923 1624 1625 1926 1927 19281
g
: T Back income and profits tax collections 2. __.._____.___._______ e $300, 000,000 |  $300, 000,000 {  $276,-000,000 |  $205,000,000 |  $331, 000, 000 $280, 000, 000
& Less internal revenue refunds. .. oo ..o onon oo 125, 000, 600 127, 000, 000 147,000,000 | 182,000, 000 117, 000, 000 151, 000, 000
— B 175, 000, 000 173, 000, 000 129, 000, 000 113, 000, 000 214, 000, 000 129, 000, 000
Railroad securities, less railroad payments 314, 000, 000 58, 000, 000 138, 000, 000 36, 000, 000 89, 000, 000 169, 008, 000
Federal farm loan bonds and other minor s 46, 000, 000 9, 000, 000 19, 000, 000 34, 000, 000 63, 000, 000 1, 500, 000
War Finance Corporation assets 109, 000, 000 52, 000, 000 .43, 000, 000 19, 000, 000 27, 000, 000
Capital stock tax_._____ . 8, 000, 000 |- e
Sale of surplus war supplies. .......... 8, 000, 000 5, 500, 000
W Navyoil judgment. ..o il 15,000,000 | . 13,000,000
b1 U 398, 000, 000 336, 000, 000 343, 000, 000 215, 000, 000 414, 000, 000 318, 000, 000
110 Ly o)L R e m———————n 309, 000, 000 505, 0600, 000 250, 000, 000 377, 000, 000 635, 000, 000 455,000, 000
Surplus exclusive of above net receipts. . R R ' 169,000,000 fo.ooo. o _.oo.. 162, 000, 600 221, 000, 000 137, 000, 000
Deficit exclusive of above net receipts. - oo oo ceieeaaan 89,000,000 |..oooo .. 93,000,000 |- e e

1 Estimated.

3 Eack income tax collections for fiscal years 1923 and 1924 are best avmlable estu:nates Figures of actual collections were not kept separate for those years.
.3 Excess payments, .

1 Exclusive of amount paid in Liberty bonds aggregating $5,500,000 principal amount.

1
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The surpluses since 1920 have been applied to a reduction of the
public debt. Public debt retirements thus made do not occur at the
end of each fiscal year from excess receipts accumulated during the
year, but throughout the year, and especially as a part of Treasury
financing from quarter to quarter. A few weeks prior to the 15th
of each September, December, March, and June the Treasury detef-
mines what income it will need to meet the expenditures during the
coming quarter, taking into account on the receipt side the net bal-
ance in the general fund and the Government receipts to be expected
and on the expenditures side the amount of cash required to meet
obligations maturing during the quarter and the probable expenses
of the Government during the same period. The estimated excess
of required expenditures over probable receipts during the ensuing
quarter is met by the issue of new securities. If, therefore, receipts
are running ahead of expenditures chargeable against such receipts,
the amount of new securities sold at the quarterly date is less than
the amount of maturing securities. '

The following table shows the actual apphcatlon of the surplus to
public debt retirement, by quarters:

Surplus applied to public debt retirement, by quarters, fiscal year 1927

[On basis of daily Treasury statement (unrevised)] .

Quarters © : Amount
Sept. 30, 1036 o ooemoe . $36,296, 262
Dec. 31, 1926 oo oo : 164,075, 456
Mar. 31,1927 . e accceeacecemmaaoannn - g r— 5,019. 100
TJume 30, 19271 7L IIIIIIITIII I ) 405, 463, 720
L TR 611,754, 638

As a result of the foregoing operations $611,000,000 of the fiscal
year’s surplus of $635,000,000 was applied to the retirement of the
public debt during the fiscal year, and the $24,000,000 carried over
as an increase in the net balance in the general fund of the Treasury
at the close of the year over the net balance at the beginning was
immediately used for the same purpose.

The existence of a surplus in any particular year or group of years
is not prima facie evidence that the Government has sources of
revenue in excess of normal needs for the exercise of its functions.
The foregoing analysis of the surplus of 1927 should indicate clearly
that that surplus can not be taken as a criterion of the future. Tem-
porary and nonrecurring revenues must be discounted in estimates
for coming years, the swing of the business pendelum must be taken
into account, normal increases in expenditures must be provided for,
and possible further effects of changes in the revenue act must be

allowed to show themselves before reduction of taxes can be under-
Y

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis

- ——



SECRETARY OF THE TREASURY 25

taken. It is only if genuine surpluses occur after such provision that
taxes can safely be cut to leave in the hands of the people that income
which is unnecessary for the execution of Government activities.

ESTIMATES OF RECEIPTS AND EXPENDITURES
- Estimates of prem’ouslyears

Reductions in taxation since the war have been based on estimates
of future receipts and expenditures of the Government, the estimated
tax receipts and certain of the estimated miscellaneous receipts
having been prepared by the Treasury. During the past five fiscal
years two downward revisions of taxation have been made—in the
revenue acts of 1924 and 1926—and another change is now in pros-
pect. In making such tax revisions the estimates of Government
income and outgo for coming years are important in determining
how. far taxation can be reduced. In this connection a reasonable
accuracy in estimates of Government tax receipts is particularly
important.

The three diagrams which follow on pages 26 and 27 have been
prepared to show the discrepancies that have occurred in preparing
estimates during the past five years, and the allocation of such
amounts among the principal sources of revenue. The estimates
shown are those submitted to-Congress seven months before the end
of the particular fiscal year, with the exception of 1926, for which
year estimates are those prepared just after the passage of the reve-
nue act of 1926. The first diagram (diagram No. 7, p. 26) shows
the estimated and actual receipts, expenditures, and surplus during
the five-year period, thus indicating the relation of differences be-
tween estimates and actual receipts and expenditures to the difference
in the estimated and actual surplus. The two subsequent diagrams
(diagrams 8 and 9, on pp. 26 and 27)-show the estimated and actual

. receipts from each of the four general sources—income taxes, mis-

cellaneous internal taxes, customs, and miscellaneous receipts. Per-
‘centages of difference inserted over the bars for each year permit a
comparison of the discrepancies in the various sources.

There .are two significant observations to be made from these
diagrams: (1) Discrepancies in estimates of surplus have not re-
sulted entirely from underestimation of receipts. This was espe-
cially true of the past fiscal year when expenditures ran 4.3 per cent
below the estimate. (2) The greatest differences in estimated re-
ceipts have occurred in income tax receipts and in miscellaneous
receipts. On the whole, the error in estimating miscellaneous receipts
has been larger, both in amount and relative to the importance of
the source, than the error in estimating income tax receipts.

~
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DiagRaM T7.-—Estimated ordinary receipts, expenditures chargeable against ordinary re-
ceipts, and surplus or deficit, compared with actual amounts for the fiscal years 1923
to 1927 '
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DiscrAM 8.-—Estimated receipts from income taxes and miscellaneous internal revenue for
the fiscal yecars 1923 to 1927 compared with actual receipts
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°

The Treasury estimates have been made in the face of a number
of difficulties of no minor 1mportanoe'

(1) Two thoroughgoing revisions have been made in internal taxa-
tion and one revision has been made in the tariff. The changes in
"internal taxes affected not only exemptions, credits, and tax rates on
individual incomes and the rate on corporation income but also a
large number of miscellaneous internal taxes. The effect of a tax
change on the base of a tax, especially under changing business con-
ditions, can be estimated with only a certain degree of accuracy.
This accounts, in part, for discrepancies in estimates of income taxes
and miscellaneous internal revenue in the fiscal years 1925, 1926, and
1927. The tariff act of 1922, approved September 21, 1922, accounts
for the unusually large error in customs receipts for the fiscal year

ESTIMATED
ECEE ACTUAL
MILLION MILLION
DOLLARS DOLLARS
CUSTOMS MISCELLANEOUS  RECEIPTS
1000 § : 4 1000
ERROR IN ESTIMATE ~ PER CENT ERROR [N. ESTIMATE ~ PER CENT

-199 +4.3 +0.4 -39 +1.9 . -293 -19.4 ~12.1 +6.3 -8.3

300

[

1923 1924- 1925 1926 1927 1923 1924 1925 1926 1927

DisceRaM 9.—Estimated receipts from customs and miscellaneous sources for the fiscal
years 1928 to 1927 compared with actual receipts

(2) The five-year period has been, on the whole, one of unusual
prosperity for the Nation, which it was not possible accurately to
forecast. It is because of such prosperity that incomes of corpora-
tions and individuals made a great increase in the calendar year 1923,
sustained a remarkable part of these gains during the recession in
the calendar year 1924, and reached new high levels in the calendar
years 1925 and 1926,

(3) During the same five years the Bureau of Internal Revenue has
concentrated on a program of disposing of the accumulation of tax
cases outstanding, especially income tax returns of the war years,
and-a reorganization of the bureau to promote prompter administra-
tion of current returns. The chief result has been large collections on
prior year returns outstanding and therefore much larger back tax
collections than anticipated. The unexpected size of these items has
also added to the discrepancies shown in income tax estimates in the
past three years.
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28 REPORT ON THE FINANCES

(4) Receipts from miscellaneous items have been affected by un-
usual receipts from Government-owned securities, especially the rail-
road and Federal farm loan securities, due/to favorable financial
conditions. The Treasury has consequently reduced its holdings. of
such securities much faster than anticipated, and total receipts from
miscellaneous sources have been much larger than estimated.

Estimates for the fiscal years 1928 and 1929, compared with actual
amounts for the fiscal year 1997

The following table summarizes cash receipts and expenditures
during the fiscal year 1927 and the estimated receipts and expendi-
tures for the fiscal years 1928 and 1929 on the basis of the latest
information received from the Bureau of the Budget:

Summary of receipts and expenditures on the basis of daily Treasury statements

(unrevised)

Estimated, ; Estimated,

Actual, fiscal ’

year 1027 ﬁscaglﬂgear ﬁsciaéz zear
get balance in the general fund at the beginning of fiscal year.|  $210,002, 027 | $234,057,410 | $210, 002, 027

eceipts:
Ordinary. veemeceveceecaccaceacnene 4, 129,394,441 (4,075, 598,001 | 3, 809, 497,313
Publicdebt....ccocameamacaananos ecmeemeasceancnesarnna 12, 756 410, 766 (3,238, 115,237 | 1,319, 176,324
27 PN 7,095,807,234 |7,547,770,738 | 5,338, 675, 664
Ezpenditures:
Ordinary. .o o.ceeeeeeaceos 2,974,029, 675 |3, 085, 129, 211 | 3, 015, 333, 637
Public debt chargeable against ordinary recelpt 519, 554,845 | 536, 185, 074 541, 623, 304
Other public [ 1) o 13, 368,165,304 13,716, 464,426 | 1,571,716, 608
Net balance in the general fund at close of ﬁscal year. 234,057,410 | 210, 002,027 210, 002, 027
b T U 7,095,807, 234 (7, 547, 770,738 | 5,338,675, 664
POSTAL S8ERVICE

Postal receiPts. . coamceccmaamemcccarc e ram e cmemc——ae———— 683, 121,989 | 710, 500, 000 753, 000, 600
Postal eXpenditures. .- ceccmeemeoeomoeaa e caanaaaanan. 710, 385,180 | 740, 870, 400 768, 270, 042
Deflciency in postal receiPtS 2. .ccoeerenamsannsncnmsenennnns 27,263,191 | 30,370, 400 15,270, 042

1 Other public debt expenditures and public debt receipts, as shown in this staterent, are exclusive of
$2 428,673,500 Treasury certificates issued and retired within the same fiscal year.
i The postal deficiency for 1927 and the estimated postal deficiencies for 1928 and 1929 are included in the
ordinary expendittires shown above and in the general classification of ordinary expenditures and esti-
mated ordinary expenditures on p. 31,

Ordinary receipts, and expenditures chargeable against ordinary
receipts, for the fiscal years 1926 and 1927, on the basis of daily
Treasury statements (unrevised), with corresponding estimates for
the fiscal years 1928 and 1929, are shown in the table on page 30.
Ordinary receipts include all receipts other than those from public
debt transactions. While ordinary expenditures similarly exclude ex-
penditures for the retirement of the public debt, expenditures charge-
able against ordinary receipts include, in addition to ordinary
expenditures, the statutory retirements of the public debt from the
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sinking fund and from special earmarked receipts, such as repay-
ments of the indebtedness of foreign governments. The estimates
in the table are on the basis of the latest information received from
the Bureau of the Budget.

Public debt expenditures and receipts for the fiscal year 1927,
by types of issue, with corresponding estimates for the fiscal years
1928 and 1929, are given in the table on page 33. The figures for
1927 are on the basis of daily Treasury statements (unrevised).
Public debt expenditures and public debt receipts, as shown in this
table, are exclusive of Treasury certificates issued and retired within
the same fiscal year. They include, however, the amount of exchange
transactions in public debt issues.
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Receipts and expenditures for the fiscal years 1926 and 1927, and estimated recezpts and expenditures for the fiscal years 1928 and 1929, on the
basis of dazly Treasury statements (unrevised)

Fiscal year 1926

Fiscal year 1927

Fiscal year 1928

Fiscal year 1929

RECEIPTS
Ordinary

Internal revenue:
Income taX.e e oeeacaaaae.s
Miscellaneous internal reve-

Miscellaneous receipts:
Proceeds of Government-
owned securities—

Foreign obligations—
Principal
Interest. ...

Railroad securities.

All other securities.......

Trust fund receipts (reap-
propriated for investment).
Proceeds sale of surplus prop-
erty.
Panama Canal tolls, etc......
Receipts from miscellaneous
sources credited direct to
appropriations. .. ...
Other miscellaneous....

Total ordinary receipts.....
EXPENDITURES

Ordinary (checks and warrants
paid,

General expenditures: 7
Legislative establishment. .
Executive proper._.
State Department._.
Treasury Departme:
War Department......
Department of Justice__
Post Office Department.......
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855, 599, 289. 26

171, 433, 408. 50

8579, 430, 092. 86
$1, 982, 040, 088. 58

2, 837, 639, 377. 84

34, 147, 271. 62
160, 090, 685. 53
36, 735, 326. 87
34, 568, 379. 41

39, 796, 558. 07

25, 572, 012. 59
24,648, 568.58

.

18, 604, 008, 27
545, 686, 219. 44

3, 962, 755, 690. 14

15, 776 230. 41
, 768. 06

18, 521 348,08
136 578 723. 67
355, 072, 225.92
23,774,129.23
96, 388. 93

644, 421, 541. 56

" 188,502,952, 52

$605, 499, 983. 44
$2, 224, 992, 800. 25

2,869, 414, 341. 81

45,699, 572. 81
160, 389, 599 90
89,737, 953, 98
63,474,987.27
48,476, 630.97
18,068, 529. 98
25,768,389, 71
14,361, 463. 71

654, 480, 115. 85

4,129, 394, 441. 10

19, 678, 325. 13
612,197.93

16, 497, 668. 60
151, 560, 333.78
360, 808, 776. 71
24, 819, 057. 70
189, 037.77

. 13602, 000, 000. 00
$2, 165, 600, 000. 00

638, 545, 000. 00
- ———— 2,803, 545, 000. 00

48, 677,039. 00
160, 320, 218. 00
169, 478, 876. 00

1, 141,816. 00

57, 532, 000. 00
10, 358, 883. 00
25,000, 000. 00

8,317,923.00
189, 226,336.00 -
——————— 670,053, 091._00

4,075, 598, 091. 00

17, 128, 804. 00
586 333.00

12, 544, 029. 00
157, 866 735.00
392, 477 038. 00
28, 285, 484.00

640, 545, 000. 00

186,128, 904. 00

1 $602, 000, 000. 00
$2, 065, 000, 000. 00

2,705, 545, 000. 60

38,747, 660. 00
160, 340, 908. 00
24,090, 165. 00
1,296, 559. 00
47,887, 640.00
9,507,457. 00
26,000, 000. ('hJO
7,653, 021. 00
501, 952, 314, 00

3,809,497,314.00

17, 290 461.00
700. 00

13, 939 006. 00
180, 800 335. 00
392, 506, 915, 00
26, 653, 460. 00

oo
(=)
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Navy Department ........... 312, 743, 409. 81 318, 909, 0986. 28 357,074,767, 00 371, 227. 000, 00
Interior Department. - . 301, 759, 049. 28 302, 708, 745. 19 297, 978, 599, 00 280, 974, 343. 00
Department of Agriculture... 155, 350, 432. 49 156, 287, 304. 95 155,442, 319. 00 1486, 593, 049. 00
Department of Commerce_... 29, 132, 015. 82 30, 939, 749. 02 37,000, 758. 00 37,767, 000. 00
Department of Labor.. .. 8, 544, 809. 59 9, 921, 644. 26 10, 120, 573. 00 10, 725, 840. 00
U. 8. Veterans’ Bureau 2 404, 692, 185. 22 391, 470, 413.72 414,169, 512. 00 412, 652, 360. 00
Other independent offices :
and commissions. .- 32, 069, 356. 30 35,442,771, 15 . 38,429, 182. 00 138,493, 436.00
District of Columbia....-.... 34,410, 707. 45 : 37, 568, 520. 57 . 39,558,024.00 38, 860, 000.00
Total. oo aimiaae 1, 826, 959, 870. 26 - 1, 857, 409, 642,76 1,958, 662, 157. 00 . . 1, 968, 883, 905. 00
Deduct unclassified items.... 232, 9486. 52 448,920, 63 cececceecmcceioae e emcamcecomaenaan
Totale e e amcacaaeen 1, 826, 726, 923. 74 . 1, 857, 858, 563. 39 1,958,662, 157. 00 1,968, 893, 905. 00
Interest on public debt_....._.... 4 831, 937, 700. 16 787,019, 578. 18 720, 000, 000. 00 670, 000, 000. 00
Refunds of receipts:
Customs. _._....... 27,744, 697.78 20, 320, 524. 37 20, 010, 500. 00 19, 013, 600. 00
Internal revenue. 182, 220, 053. 01 117,412,172, 61 151, 321, 500. 00 136, 271, 500. 00
Postal deficiency..-. 39, 506, 490. 29 27,263,191.12 30, 370, 400. 00 15,270, 042. 00
Panama Canal._..__... 9,017,719.00 . 8, 305, 345. 04 9, 515, 534. 00 9, 250, 000. 00
Operations in special ac :
Railroads. .. oo l_... 2,725, 800. 85 1, 042, 746. 21 3,370,000. 00 1,033, 550. 00
War Finance Corporation.. 519,601, 166. 28 827,065, 781. 61 § 2, 508, 062. 00 $ 500, 000. 00
Shipping Board. 23, 043, 032. 04 19,011,397, 11 26,460, 182. 00 17,700, 000. 00
_Alien property funds_.. - 3, 515, 999. 58 5496,117. 92 8 500, 000. 00 . 8 500, 000. 00
Adjusted service certificate funds. 120, 152, 238. 11 115, 219, 352. 30 111, 220, 000. 00 111,220, 000. 00
Civil service retirement and dis- :
ability fund 7.______ . .__..... 10, 815, 743. 02 8 425, 194. 65 8 425, 000. 00 19, 500. 000. 00

i Includes $2,000,000 estimated by Department of Commerce for tonnage tax, receipts on account of which are covered into tbe Treasury as customs revenue. .

2 During the fiscal year 1927 allotments for veterans’ relief have been made to the Treasury Department in the amount of $249,386.20, to the War Department in the amount
of $4,664,400.36, to the Navy Department in the amount of $5,900, and to the Interior Department in the amount of $30,000. Similar allotments in the fiscal year 1926 to the Treas-
ury Department were $372,878.53, to the War Department $4,933,149.13, to the Navy Department $754,451.62, and to the Interior Department in the amount of $41,000. Expenditures
und?r these allotments, however, appear as expenditures of the respective departments and not of the Veterans’ Bureau. ’ ]

¢ Includes $5,821,883.67 for 1926 and $2,401,478.49 for 1927, accrued discount on war savings certificates of matured series.
¢ Excess of credits (deduct). : . .
. 6 For details of this account see p. 134¢. The difference between amounts of above charges and the amounts appropriated for investment is due to working balance required

for use of Veterans’ Bureau in making authorizeéd payments from the fund. . o L. N

7 Under provisions of the amendment of July 3, 1926, to the act establishing the civil service retirement and disability fund and regulations issued pursuant thereto, begmqing
July 1, 1926, expenditures for salary, pay, or compensa.tfon of employees entitled to the benefits of the act are at the full amount due. Retirement-fund deductions are deposite
monthly with- the Treasurer for ctedit to the fund. Amounts not required for authorized payments are invested by the Treasury in special issues of Government obligations
bearing interest at the rate of 4 per cent per annum, payable on June 30 each year, which is the same rate prescribed in the act for earnings on the deductions from salary, pay, or
compensation. The figures for the fiscal years 1925 and 1926 represent only investments of employees’ contributions not required for current expenditure. For s more detailed
explanation of this account, see p. 135.
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Receipts and expenditures for the ﬁscal years 1926 and 1927, and estimated receipts and expenditures for the ﬁscal years 1928 and 1929, on the

basis of daily Treasury statements (unrevised)—

ontinued

Fiscsl year 1926

Fiscal year 1927

‘Fiscal year 1928

Fiscal year 1929

{nvestment of trust funds:
,Government life insurance
Distct of Golvmbia tesch

ers’ retirement fund........
Foreign service retirement

Public debt retirements charge-
able against ordinary receipts:
Sinking fund...ce.ee....
Purchases from foreign
payments. . co-ceoomemene-
Received from foreign gov-
ernmentsunder debt settle-

Purchases from franchise tax
receipts (Federal reserve
banks and Federal inter-
mediate credit banks).._.._

Forfeitures, gifts, etc ...

Total expenditures charge-
able against ordinary re-
celpts ....................

Excess of ordinary receipts over
total expenditures chargeable
against ordinary receipts...._..

$38, 260, 345. 65

297, 036, 87

100, 033, 44

1,208, 175. 55 .

$3,097, 611, 822, 81
317, 091, 750. 00
4,393, 500. 00

165, 260, 000. 00

567, 900. 69
62, 900. 00

487, 376, 050. 69

3, 584, 987, 873, 50

377,767, 816. 64

$47,315,972.70
289, 980. 43
87,267. 50
870, 677.84

$2, 974, 029, 674. 62
333, 528, 400. 00
18, 254, 500. 00

159, 961, 800. G0

3,493, 584, 519. 40

635, 809, 921. 70

00
519, 554, 844. 78

$56, 567, 000. 00
465, 000. 00
100, 000. 00
500, 000. 00

$3, 085, 129, 211. 00
353,221,424. 00
22,188, 650. 00

159,775, 000.00

800, 000. 00
200, 000. 00

536, 185, 074. 00

3,621,314, 285. 00

454, 283, 806. 00

$46, 837, 640. 00
550,000, 00
204, 000. 00
500, 000. 00

369, 209, 094. 00
10, 218, 300. 00

160, 995, 000. 00

1,000, 000.00
200, 000. 00

$3,015, 333. 637. 00

541, 623,394. 00

3, 556, 957, 031, 00

252, 540,283.00
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Public debt e.l:pendztures and recetpts for fiscal year 1927 and estimates Jor ﬁscal years 1928 and 1929, on the basis of daily Treasury statemenis

(unrevised) !

Fiscal year 1927

Fiscal year 1928

Fiscal year 1920

EXPENDITURES

Certificates of indebtedness.______._ ool oooiiooioo__
Treasury notes and certificates of indebtedness (adjusted service series).
Treasury notes and certificates of indebtedness (civil-service retire-
ment fund series)
Vietory notes
Treasury notes and bonds, and Liberty bonds_
Treasury (war) savings securities. .............
Loan of 1925
Retirements of Federal reserve bank notes and national-bank notes. ..
Old debt items._ ... iccieiaaaioo.

Total public debt expenditireSen . .- oevenmeooceeccimcemmaaa
Deduct public debt expenditures chargeable against ordinary receipts:
Sinking fund . . e ceeemees
Purchase of Liberty bonds from foreign repayments....._....
Received from foreign governments under debt settlements

Retirements from Federal reserve bank and Federal intermediate |.

credit bank franchise tax receipts
Retirements from gifts, forfeitures, ete. ..o o ocaooeoalo.

'RECEIPTS

Deposits to retire Federal reserve bank notes and national-bank notes.
‘Treasury savings SeCurities. « ..o .o cooccoeoooiemcceiaeaeeos
Other new issues of securities, including Treasury notes and certificates.

© Total public debt receipts. - voec oo cccccccccrcccacnnan
Excess of public debt retirements over the retirements chargeable

against ordinary receipts due to indicated surplus and decrease in
general fund balanee. oo cccceceencaan

$454, 493, 600. 00
30, 400, 000. 00

13 700, 000 00
450. 00

3, 294,]72 950. 00
64,162, 481. 55
196, 200. 00

28, 060, 775. 00
1,249,792.72

3,887,720, 149. 27
$333, 528, 400.00
19, 254 500. 00
159, 961, 800. 00
1,231,834.78

5, 678, 310. 00

519, 554, 844. 78

3,368, 165, 304. 40

27,828, 137. 50
13, 572,408. 43
2, 715, 010, 220. 00

2,756, 410, 765. 93

3611, 754, 538. 56

$713, 565, 500. 00
25, 000, 000. 00

16, 074, 000. 00
500, 000. 00

3, 300, 000, 000. 00
175, 000, 000. GO
22, 000, 000. 00

. 00

'

4, 252, 639, 500. 00

$353, 221, 424. 00
22, 188, 650. 00
159, 775, 000. 00

800, 000. 00
200, 000. 00

536, 185, 074. 00

3, 718, 454, 426. 00

15, 000, 000. 00
9,115, 237.00
3, 214, 000, 000. CO

3,238, 115, 237.00.

3478, 339, 189. 00

$1, 250, 000, 000. 00
25, 000, 000. 00

17, 340, 000. 00
500, 000. 00
700, 000, 000. 00
100, 000, 000. 00
20, 000, 000. 00

" 500, 000. 00

2,113, 340, 000. 00

$369, 209, 094. 00
10, 219, 300. 00
160, 995, 000. 00

1, 000, 000. 00
200, 000. 00 °

541, 623, 394. 00
1, 571, 716, 606. 00

15, 000, 000. 00
6, 176, 323. 00
1, 299, 000, 000. 00

1,319, 176, 323. 00

262, 540, 283.00

t Public debt expenditures and public debt receipts, as shown in this statement, are exclusive of Treasury certificates issued and retired within ihe same fiscal year.
? Surplus, $635,809,821.70. Diflerence of $24,055,383.14 carried over as an increase in generai fund balance and used for debt retirement in fiscal year 1928.

¥ Includes $24,055,383 referred to in note 2.
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34 VREPQRT ON THE FINANCES
THE PUBLIC DEBT

General review of operations in the fiscal year 1927

During the fiscal year 1927 the gross debt of the United States
was reduced from $19,643,183,079.69 outstanding at the beginning
of the year to $18,510,174,266.10 outstanding at the close. The reduc-
tion accordingly was $1,133,008,813.59. This reduction was brought
about (1) through normal retirements of $519,563,844.78 chargeable
against ordinary receipts in accordance with the established debt-
payment program, and (2) through the application of $613,444,968. 81
surplus revenue to debt payment.

The changes in the debt outstanding during the fiscal year 1927
are presented graphically in diagrams 10, below, and 11 on page 35.
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D1agraM 10—Gross publlc debt outstanding and average annual interest rate from
January, 1919, to October, 1927

Diagram 10 shows the gross public debt outstanding and the average
interest rate since January, 1919. The amount of interest-bearing
debt outstanding at the end of the year, by type of issue, as compared
with preceding years since 1917 is shown in diagram 11.

During the year in regular course five issues of interest-bearing
securities were offered to the public for cash subscription, all on
quarterly tax-payment dates. The issue of September 15, 1926, was
in the form of 814 per cent nine months’ Treasury tax certificates
of indebtedness, the amount of the issue being $378,669,500. A simi-
lar issue was made on December 15, 1926, the rate, however, being
31, per cent, and the amount of the issue $229 269,500. On March 15,
1927, two series of Treasury tax certificates of indebtedness were
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issued—one with six months’ maturity at 314 per cent, in amount
$169,888,000, and the other with one year maturity at 31 per cent,
in amount $314,408,000. The rates at which these securities were
issued, as compared with rates on similar issues in preceding years
and as compared with the average yield on 4-6 months’ certificates
of indebtedness, are shown in diagram 12, page 36. The issue of June
" 15, 1927, took the form of 16-20 year 834 per cent Treasury bonds,
and through this issue $249,598,300 cash was brought into the Treas-
ury. This issue was also offered in exchange for second Liberty loan
bonds, and exchange subscriptions amounting to $245,256,450 were
received and accepted, making the total of the issue $494,854,750, only
$467,801,650, however, having been issued to June 30, 1927.
BILLION
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DIAGRAM 11.—Ix'1térest-bearing debt outstanding at the end of each fiscal year from 1917

.to 1927, by type of issue. . .
" For the necessary financing for the first quarter of the fiscal year
1928 two offerings were made for September 15, 1927, an issue of
Treasury tax certificates of indebtedness, bearing interest at 3 per
cent and maturing in six months, in amount $250,577,500, and an
issue of 814 per cent Treasury notes, maturing in five years but
callable on and after three years from date of issue. This latter was
a combined offer, cash subscriptions and exchange subscriptions
payable in second Liberty loan 414 per cent bonds being invited.
Cash subscriptions amounting to $250,522,600 and exchange sub-
scriptions amounting to $368,973,100 were accepted ; the total of the
issue was $619,495,700.
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36 REPORT ON THE FINANCES

- In addition to the five regular issues of interest-bearing securities
in the course of the year, above referred to, an issue of 314 per cent
Treasury notes maturing in five years, but callable on and after three
vears, was offered on March 15, 1927, in exchange for second Liberty
loan 414 per cent bonds. In response to this offer $1,360,456,450
Treasury notes were issued against the surrender of a like amount
of second Liberty loan 414 per cent bonds. Details regarding the
issue of September 15, 1926, may be found in report for the fiscal year
1926. Details concerning the other issues may be found elsewhere
in this report.
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DragraM 12.—Yield on outstanding 4-6 months’ certificates of indebtedness and rate of
interest on new issues for the calendar years 1920 to 1927

The effect of the year’s operations on the amount of debt maturing
in the near future is indicated graphically in diagram 13, page 37,
which shows the amount of interest-bearing debt outstanding at the
end of 1927, as compared with preceding ﬁscal years, dlstrlbuted
according to period before. matunty '

The Secretary of the Treasury is required to invest and reinvest
the moneys available on account of the adjusted service certificate
fund, the civil service retirement fund, and the forelgn service re-
tlrement fund. Investments are made in a special series of Treasury
notes and Treasury celtlﬁcates of indebtedness bearing interest at
4 per. cent.
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SECRETARY OF THE TREASURY 37

Refunding the second Liberty loan

Early in the present calendar year conditions were such as to
warrant the belief that the Government could sell securities with a
maturity in excess of two or three years at 315 per cent. In the
circumstances the desirability .of retiring 414 per cent bonds was
obvious. It was also desirable, from a Treasury viewpoint, to make
some rearrangement of maturities in more convenient amounts and
on more convenient dates for serving the permanent debt-payment
program. '

There were outstanding, on February 28, 1927, $2,160,006,900 third
Liberty loan 41 per cent bonds due for payment on September 15,
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D1AGRAM 13.—Interest-bearing debt outstanding at the end of each fiscal year from 1919
to 1927, distributed according to the period before maturity

1928, but not callable before that date, and $3,083,671,700 second
Liberty loan converted 41 per cent bonds together with $20,848,350
second Liberty loan 4 per cent bonds, maturing in 1942, and callable,
in whole or in part, on and after November 15, 1927, on six months™
notice. As a practical matter these were the only two issues avail-
able for early retirement. Accordingly plans were considered for
effecting a substantial reduction in the amount outstanding of either
or both of these two issues. Both issues commanded substantial
premiums in the market, and it was certain that some inducement
must be offered holders, otherwise exchange offers, at lower interest
rates, would not be availed of in advance of maturity or redemption
date. As between these two issues the situation was more favorable
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38 REPORT ON THE FINANCES

with respect to the second’s for undertaking refunding operations.
A conclusion was accordingly reached to offer to holders of second
Liberty loan 414 per cent bonds, an issue of 314 per cent Treasury
notes, dated March 15, 1927, due in five years, but callable at the
option of the United States on and after three years from date of
issue. These notes were issued only against the surrender of second
® Liberty loan 414 per cent bonds, exchange being made at par, but as
an inducement to holders of second Liberty loan 41/ per cent bonds
to make the exchange, interest on the bonds surrendered was pre-
paid in full to May 15, 1927. In response to this offer $1,360,456,450
" second Liberty loan 414 per cent bonds were exchanged for a like
amount of 314 per cent Treasury notes.

The response to this exchange offer, which reduced the outstandlng
second Liberty loan 41/ per cent bonds from $3,083,000,000 to about
$1,723,000,000, made cértain a successful refunding of the entire loan.

'Accordmgly, on May 9, 1927, by public announcement, and through
the issue of Department Circular No. 381 of the same date, all out-
standing second Liberty loan bonds were called for redemption on
November 15, 1927, with notice that interest would cease on that date.

Because of the intensive nation-wide campaigns conducted when
the Liberty loans were issued, at which time every available facility
w43 used to reach the public and secure subscriptions, which resulted
in unparalleled widespread distribution of the bonds, the Treasury
recognized an obligation to the holders of second L1berty loan bonds
to make every eﬁ'ort through the use of every available facility to
notify them that their bonds were called for redemption. The press,
as usual, responded and carried the announcement widely as a matter
of public concern. Banks and trust companies throughout the coun-
try were asked to cooperate and generously gave their assistance.
The cooperation of the Postal Service was whole-heartedly given.
Placards setting forth the call were displayed in practically every
banking office and post office throughout the United States. The
announcement in the form of an advertisement was placed in all
daily, weekly, and semiweekly general newspapers throughout the
United States which could be reached.  For the first time the radio
was used by the Treasury Department as a means of reaching mil-
lions of bond holders, the announcement of the call being broadcast
through the courtesy of the National Broadcasting Co., its entire

: fac111t1es being placed at the disposal of the Treasury, covering the
country as far as Kansas City. Simultaneously similar broadcasts
were made from Denver and from San Francisco by Treasury
representatives.

At the time of the issue of the call it was intimated that at some
time prior to the redemption date the Treasury might extend to

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



SECRETARY. OF THE ‘TREASURY 39

holders an opportunity to exchange’ their bonds for other interest-
bearing securities of the United States. . This privilege was extended
in connection with the June 15, 1927, issue of 334 per cent Treasury
. bonds of 1943-1947, limited amounts of which were offered for cash
subscription at 10014, and at the same time offered at par in exchange
for second Liberty loan bonds. In response to this exchange offer
$2,966,700  second Liberty loan 4 per cent bonds and $242,289,750
‘second Liberty loan 414 per cent bonds were exchanged for like
"amounts of the new 334 per cent Treasury bonds. .
- As a further step in the refunding, holders of second Liberty loan
41, per cent bonds were offered the privilege of exchanging such
bonds on September 15, 1927, for the identical issue of 314 per cent
Treasury notes, offered for that date for cash subscription. For this
‘issue of Treasury notes, the terms and conditions of which were
similar to those of the March 15 issue, the price on exchange sub-
scriptions was fixed at 10014. Interest on second Liberty loan 414
per cent bonds surrendered for exchange was prepaid in full to
November 15, 1927. Under this offer $368,973,100 second Liberty
loan 414 per cent bonds were exchanged for 314 per cent Treasury
notes.

Meanwhile under authority of section 2 of the act of Congress
approved March 3, 1881, purchases of second Liberty loan bonds from
time to time were made from surplus moneys in the Treasury. Such
purchases for the most part were made under established procedure,
authorizations being given the Federal Reserve Bank of New York
for -execution in the New York market, or through other Federal
reserve banks in other markets. This procedure was varied on June
16, 1927, when, through Department Circular No. 384 of that date,
proposals were 1nv1ted from holders of second Liberty loan bonds for

"the sale of such bonds to the Government, the offer providing that
purchases of such bonds would be made at the lowest acceptable
prices offered. Under this offer $324,700 secornd Liberty loan 4 per
cent bonds were purchased at a total principal cost of $326,010.81,
the average price being 100.40369, and $62,641,550 second Liberty
loan 414 per cent bonds were purchased at a total principal cost of
$62,945,487.09, the average price being 100.4852. '

Other purchases from surplus moneys aggregated $182,442,200 par
amount of second Liberty loan 41} per cent bonds, at a total principal
cost of $183,166,231.21, the average price being 100.39686.

Since July 1, 1927, second Liberty loan bonds have, from time to
time, been purchased for the cumulative sinking fund, a total of $126,-
767,250 par amount having been purchased to October 31, 1927.
Until October 17 purchases were made under usual procedure at the
market. On that date the Treasury, in calling attention to the fact

64761—¥1 1927——5
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that the second Liberty loan had been called for redemption on
November 15, 1927, announced that for the convenience of holders the
Federal reserve banks had been authorized to purchase, at the option
of holders, second Liberty loan 414 per cent bonds at 1004; and
accrued interest during the week October 17-22. A similar offer was
made for the following week, October 2429, the principal price for
the week being fixed at 100&. On October 31, 1927, announcement
‘was made that purchases would be made at 10055 during the period
October 31 to November 7, and that thereafter until the close of busi-
ness November 12, both 4’s and 41’s would be purchased at par and
accrued interest. Under these offers $48,280,800 were purchased at
10075, $24,945.600 at 1005, $18,028450 at 1007y, and $2,314,100
at par.

Through these various operations conducted since March 1, 1927,
the second Liberty loan was reduced from $3,104,520,050 then out-

- standing to $757,545,500 outstanding on October 31, 1927.

Except for such amounts as may have subsequently been retired
through purchases for the cumulative sinking fund, the balance out-
standing on October 31, 1927, was the amount outstanding and due
for payment on November 15, 1927

The various steps taken to effect the refunding of this loan are
recapitulated in the following table: :

Second Liberty loan

(Second 4’'s and Second 414’s combined)

Original issue Nov. 15, 1917-_. $3, 807, 865,000
Outstanding Feb. 28, 1927: ' _ o
Second 4's $20, 848, 350

Second 4%’s 3, 083, 671, 700
) —_ - 3,104, 520, 050

Retired Mar. 1 to Oct. 31, 1927
Mar. 15, exchanged for 3% per cent Treasury notes, Series

A-1930-1932 ___ 1, 360, 456, 450
June 15, exchanged for 334 per ‘cent Treasury bonds 1943-

1947 245, 256, 450
Sept. 15, exchanged for 314 per cent Treasury notes, Series

B-1930-1932 ___ 368, 973, 100
Purchased for cumulative sinking fund 126, 767, 250
Purchased from surplus money i - 245, 408, 450
Forfeitures, gifts, etCoa o e . 112, 850

Total 2,346, 974, 550

Outstanding Oct. 31, 1927 757, 545, 507)
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From the foregoing it will be observed that since March 1, 1927, to
October 31, 1927, $1,974,686,000 par amount has been refunded into
other issues, and $372,288,550 par amount has been redeemed. A com-
parison of the annual interest charges on account of the second
Liberty loan on February 28, 1927, and on October 31, 1927, the
exchange issues being included on the latter date, may be of interest.

SECRETARY OF .THE TREASURY

It follows: '
"Title Amount . | Interest | Annualinterest
outstanding rate charge
. ! Feb. 98, 1987
Second Liberty loan bonds. - - iaaenn $20, 848, 350 4 $833, 934. 00
DO et mme e cmeae—————- 3, 083, 671, 700 43| 131,056,047, 25
3,104, 520, 050 131,889, 981. 25
Oct. 31, 1927 -
$17,171,100 4 686, 844. 00
740, 374,400 431 31,465, 912.00
Treasury notes, Series A~1930-193: 11, 360, 456, 450 314  47,615,075.75
Treasury notes, Series B-1930-1932__ ¢ 368, 973, 100 34| 12,914, 058. 50
Treasury bonds, 1943-1947 245, 256, 450 3% 8,277,405.19
2,732,231, 500 100, 960, 195. 44

o ﬁﬁgﬂg: ::gﬂgg gﬂ 2;‘322’,’,523 $1,300,914,650 outstanding Oct. 31, 1927.

Redemptions as of November 15, 1927, of the balance of the second
Liberty loan bonds then outstanding, which will have been. made in
part from remaining proceeds of September 15 issues of 314 per
cent Treasury notes and 3 per cent certificates of indebtedness, and
in part from proceeds of 314 per cent Treasury certificates of indebt-
edness, issued November 15, 1927, will show a further reduction in
interest charges.

CONDITION OF THE TREASURY

The cash position of the Treasury on June 30, 1927, is set forth
in.the following table, which is on the basis of daily Treasury state-
.nents, revised on account of reports received after July 1. Assets in
the form of securities held by the United States Government are
shown in Table 65, page 626; and outstanding liabilities in the form
of public debt issues are listed in Tables 23 and 24, pages 502 and 505.
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Condition of the Treasury, June 30, 1927

e {Revised figures)

General fund:

In Treasury offices—
Gold _--- $158,704,029. 52

4 ’ Standard silver dollars. . 5,179, 333. 00
United States MOtesS. - . oo ceeccccecccceccaccccanc—an- 3,230, 183. 00
Federal reserve notes.__....... - . 210, 525. 00
Federal reserve bank notes 192, 606. 00
National-bank notes..... 84, 154. 50
Subsidiary silver coin. .- 5, 246, 728. 97
Minor coin......_.... 2, 885, 629. 11

Silver hullion (at cost) 6,921, 159, 42

Unclassified (unassorted currency, €tC.) - coeeeeeeeccecamcmancoaacs 1,894, 701.35. :
. —————————— $184, 549, 340. 87
In Federal reserve banks— .
To credit of Treasurer of the United States_ o .o.oceeooooeoioo oo 30, 656, 042. 52
Intransit oo oooeooaC - 6, 330, 858. 10
—— 36, 986, 900. 62
In special depositaries—
"Account of sales of Treasury bonds and certificates of indebtedness ... ceoaococ. 198, 606, 818. 09
In national-bank depositaries—
To credit of Treasurer of the United States........c.cocee.ccceeee $7, 069, 715. 69
To credit of other Government officers.. ... .ocooeeoaoee 19, 760, 536.44
In transit o . o e cccecmemem 2,353, 242. 28
—— 20,183, 494. 41
In treasury of Philippine Islands—
To credit of Trcasurer of the United States, 486, 387. 66
Ip transit. .. 114.90
————— 486, 502. 56
In foreign depositaries—
To credit of Treasurer of the United States 93, 159. 45
To credit of other Government officers. : 418, 447. 98
In transit.. 495. 00
: B ——— 512,102, 43
) 450, 325, 167. 98
Deduct current liabilities—
Federal reserve note 5 per cent fund (gold)....... $139,873,094.78 .
Less notes in process of redemption._._____...... 749, 03.
——— 139, 124, 059. 78
National-bank note 5 per cent fund._............. 26, 299, 861. 14
Less notes in process of redemption. ... -ccocaeeec 18, 944, 262. 00
. : —— 7,355,590, 14
Treasurer’s checks outstanding, 4,197, 638. 06
Post Office Department balanee.......cococoroommomcmacaaaiaaaan 8, 839, 903. 94
Board of trustees, Postal Savings System balance. ... ......._. 7,152, 609. 32
Balance to credit of postmasters, clerks of courts, disbursing offi-
OIS, @LC. e e e e e e c e caceeiecmaceemeecerecmeaeeeenee 48, 695 998. 55
Retirement of additional circulating notes, act of May 30, 1908. _. 2, 830. 00
Uncollected items, exchanges, etc.... 2, 358, 408.71
—— 217,727,047. 50
. Balance in the Treasury June 30, 1927, according to statement of the public ,
deht of the United States. 232, 598, 120, 48

The following is a summary of the net change in the general fund
balances between June 30, 1926, and June 30, 1927, on the basis of

daily Treasury statements (revised) :

Summaru of the net.change in the general fund balances between June 30, 1926;

and June 30, 1927, on the basis of daily Treasury statements (revised)
Amount
Qeneral tund balances:
Balance per daily Treasury statement, June 30, 1926 .| $210, 002, 026. 1

Add excess of receipts over expenditures in June reports subsequently receive:

NS%; balance June 30, 1926, according to statement of the public debt of the Umted

ates.

Excess of ord
the fiscal year 1927__

Total to be ncecounted fOr_ ... i iaiarecracccmcnacacea |

Publie debt retirements from surplus revenus ... .coorocoiome. ceevamaaceaanans
(This is additional to $518,503,844.78 sinking fund and other debt retirements
chargeable against ordinary 1eceipts.)
Balance in the Treasury Jupe 30, 1927, according to statement of the puhiic debt of the
Upited States.. oo vuenn

Total. a—.- ._ _____________________

1, 126, 051. 72

211,125, 078. 43
634,915, 010,88
846,013, 089. 29
| 613, 444, 968.81

232, 508, 120, 48
848, 043, 089. 290
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- -The amounts held in currency trust funds for the redemption of
notes and certificates -for which they are pledged are shown in the
following table: S '
Gold coin ‘and bullion_ $1, 625, 278, 749 | Gola certificates out-

Silver dollars.._______ 469, 599, 900 standing - _________ $2, 102, 989, 609
Silver dollars, 1890.__ 1,326,804 | Less amount in the )
o Treasury- . —coce——. 4717, 7110, 860
Netco i 1, 625, 278, 749
Silver certificates out-
standing - ———____ 472, 406, 063
Less amount in the :
Treasury————__—__.__ 2,806,163
- Neteoomeeo 469, 599, 900
Treasury notes (1890) )
outstanding . _____ 1, 327, 804
Less amount in the .
Treasury-__—______ 1,000 .
] R _ Netoooo = 1, 326, 804
Total . _____ 2, 096, 205, 453 : Total e 2, 096, 205, 453

The gold reserve fund was increased by $1,231,834.78 during the
year, and now amounts to $155,420,720.98. Redemptions of United
States notes (greenbacks) unfit for circulation amounted to $280,-
500,000 during the year, and an equal amount was issued as required
by law.

' RECOMMENDATIONS FOR LEGISLATION

Revision of the revenue act

My statement before the Ways and Means Committee on October
31, 1927, was as follows:

-As an essential preliminary to any program of tax reduction, it is
necessar{) to estimate revenue and expenditures not only for the
present but also for the next fiscal year. It is further desirable to
ascertain if possible, by eliminating temporary and unusual items,
what the normal revenues of the Government are under existing tax
laws, given average business conditions. Financial policy to be
sound must not be based upon the experience of ‘a single year. We
must not be unduly impressed by the revenue results of a year of
unusual prosperity or a year. of large receipts from temporary
sources.

In cooperation with the Budget Bureau, the Treasury Department
has prepared its estimates, but before presenting them it seems de-
sirable to say a word or two about past estimates, and in order to
avoid similar errors in the future to point out the reasons for such
miscalculations as have occurred in the more immediate past.

The last estimates for the fiscal year 1926 were made just prior to
the passage of the revenue act of 1926. As published in the Congres-
sional Record, they showed total internal revenue collections of
-$2,612,500,000, whereas actual collections aggregated $2,835,999,892,
or, in other words, internal revenue c¢ollections were underestimated
by $223,499,892. The return from corporation taxes was overesti-
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- mated by $55;000,000, and that from miscellaneous internal revenue
"~ underestimated by approximately $20,000,000. But the two prin-
cipal items which contributed to this large underestimate of revenue
were individual income taxes, the yield of which was estimated at
$603,800,000, whereas collections aggregated $745,392,481, and back
tax collections which were estimated at $180,000,000 but which
reached the figure of $295,982,056. The revenue act of 1926 elimi- -
nated about 2,000,000 individual taxpayers; it increased by 50 per
cent and 40 per cent, respectively, the exemptions for single and for
married persons; it cut the normal tax rates drastically and reduced
maximum surtax rates from 40 per cent to 20 per cent; it doubled
the limit of income to which the earned income provision applied.
It was very naturally anticipated that these changes would result
in a considerable loss of revenue. In its report the Ways and Means
Committee estimated a reduction of $46,000,000 in normal tax, over
$98,000,000 in returns from the surtax, and a further loss in revenue
of $42,000,000 due to increased exemptions. As a matter of fact,
however, the individual returns filed for the calendar year 1925
"showed a larger tax return than did those for 1924, the total (net
income) tax returned increasing from $704,000,000 to $734,000,000.
The Treasury Department had always contended that lower rates
would be more productive than the very high rates which prevailed,
but neither the Treasury Department nor the Congress had antici-
pated such an immediate increase, an increase which was, of course;
greatly accelerated by the rising tide of prosperity. Had the reduc-
tions contained in the 1926 act been applied to the 1924 returns, the
tax would have been over 30 per cent less than that actually returned
for 1924.

Back tax collections exceeded the estimates by approximately
$116,000,000.

In October, 1926, after the new act had been in force for about
nine months, the Secretary of the Treasury submitted estimates for
the fiscal year 1927. - In these estimates the return from the corpora-
‘tion income tax was estimated at $1,120,000,000. Actual collections
aggregated about $1,125,000,000, or an underestimate of $5,000,000.
Individual income tax returns were estimated at $820,000,000,
whereas actual collections aggregated approximately $763,000,000 or
an overestimate of $57,000,000. Back taxes. were estimated at
$250,000,000; $331,000,000 were actually collected, or an underesti-
mate of $81,000,000. Miscellaneous internal revenue was estimated
at $619,000,000,. whereas actual collections aggregated $646,000,000.
The total internal revenue taxes were estimated at $2,809,000,000, and
actually $56,000,000 more than the estimate were collected. But had
there not been such a large increase in back tax collections, the esti-
- mate would actually have been some $25,000,000 too high.

Turning now to the question of surplus, we find that the surplus
for 1927 exceeded the estimate by $252,000,000. This is accounted
for by an increase of $102,000,000 in total receipts and a decrease
of $150,000,000 in expenditures., On the receipt side, the increase is
accounted for by two items—an increase of $81,000,000 in back tax
collections, and an increase of $57,000,000 in receipts from the rail-
roads on account of the realization of capital assets. The increase in
these two items more than offset an overestimate of current revenue..
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v If the items going to make up the surplus be analyzed, it will be
found that 65 per cent of the surplus of $635,000,000 is due to receipts
on account of the disposal of capital assets, back income tax collec-
tions in excess of internal revenue refunds, and other items of a fast
disappearing or nonrecurring character. Without these special and
nonrecurring items, which aggregated $414,000,000, the surplus
would have been $221,000,000. This is likewise true of the fiscal year
1926. The surplus that year was $377,000,000, but exclusive of net
- back tax collections and receipts from capital assets of a nonrecur-
ring character, the surplus only amounted to $162,000,000. In 1926
back tax collections, less revenue refunds, amounted to $113,000,000,
and in 1927 to $214,000,000; receipts from railroad securities
amounted in 1926 to $36,000,000, and in 1927 to $89,000,000; receipts
from Federal farm loan bonds and other minor securities amounted
to $34,000,000 in 1926 and. $63,000,000 in 1927 ; receipts from the War
Finance Corporation assets amounted to $19,000,000 in 1926 and to
$27,000,000 in 1927; receipts from the capital stock tax, which was
repealed in 1926, amounted in the year 1927 to $8,000,000; receipts
from the sale of surplus war supplies amounted to $13,000,000 in
1926 and to $8,000,000 in 1927; while the surplus was further in-
¢reased to the extent of $5,000,000 received from a judgment of the
1nreourt relating to the naval oil lease. :
... All told, the receipts from these items of a nonrecurring character
-amounted in 1926 to $215,000,000 and in 1927 to $414,000,000.

_One of the principal items that has caused errors in past estimates
is that of back taxes. In the fiscal year 1927 back tax collections on
incomes alone were underestimated by.$81,000,000, whereas internal
revenue funds were overestimated by $35,000,000, these two items
accounting for an.error in‘the estimates aggregating $116,000,000.
The Treasury Department has made every effort to ascertain pros-
Eeétiye back tax collections and probable refunds, but there seems to
be no test which will determine accurately future yield. Accordingly,

it-ceems wiser to segregate back tax collections and internal revenue

refunds and present them in a separate part of the estimate as items
.Mmore or léess speculative in ‘character. After the close of the fiscal
" year 1929, with the closing of all of the cases arising under the excess
profits and other war taxes, it is reasonably certain that there will be

a falling off in back tax collections. '

* In presenting the estimatés of probable total revenue, the revenue

from temporary sources that must disappear in the course of the next,
~ year or two is likewise presented separately. In this connection it

should be noted that whereas $169,000,000 will be received on account

of principal and interest of loans made under sections 207 and 210

of the transportation act in 1928, the revenue from this source will

drop to approximately $24,000,000, or a falling off of $145,000,000, in
the fiscal year 1929, and after that little or no revenue is anticipated
under this head, as only $49,000,000 principal amount of railroad

obligations will be left out of the $230,000,000 held on June 30, 1921.

This item and a difference of $87,000,000 in estimated net back tax

collections more than account for the difference of $181,000,000

between the estimated surplus for 1928 and that for 1929, '
I am submitting herewith two tables. The first shows for the fiscal
years 1928 and 1929 estimated current or normal receipts, extraor-
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dindry or temporary items, total receipts exclusive of temporary
items, expenditures as estimated by the Budget Bureau, estimated
surplus exclusive of extraordinary revenue items, and estimated
actual surplus. The second table shows the principal receipt items
of a temporary character for the fiscal years 1926, 1927, 1928,
and 1929. ' -

Estimated receipts and expenditures, fiscal years 1928 and 1929

1928 - 1929 .
Current revenue:
CuStOMS - . - o ceeceean————a ----| $602, 000,000 $602, 000, 000
Internal revenue—
Income tax....._..... e meeiimemmecaceeeeeciieeeeecccancmeenaen 1, 885,000, 000 1, 885, 000, 000

Miscellaneous internal revenue..

. i 638, 000, 000 640, 000, 000
Miscellaneous receipts,

482, 000, 000 468,000, 000
3, 607, 000,000 3, 595, 000, 000

Special receipts including total back income tax collections. .._.......... 469, 000, 000 213,000,000
AT B 1T o R 4,076,000, 000 3, 808, 000, 000
Expenditures exclusive of internal revenue refunds. 3, 470,000, 000 3, 396,000, 000
Internal revenue refunds 151, 000, 000 138, 000, 000
Total expenditures. B L TR R 3, 621, 000, 000 3, 534, 000, 000
Burplus of current revenue over expenditures exclusive of internal reve-
DUSTefUNdS. .o amecmmeseimmeecececcceecedreeancee—ae 137,000, 000 199, 000,000 -

Surplus of total receipts over total expenditures. . ..o ... 455, 000, 000 274, 000, 000

Principal receipt items of a nonrecurring type increasing the surplus ih. the
fiscal years 1926, 1927, 1928, and 1929 :

“ 1926 1927 1928 1929
Back income tax collections._._._._._._..._... ;. $205, 000, 000 | $331, 000, 000 | $280, 000,000 | $180, 000, 000
Less internal revenue refunds. . .. ...ccoo ... 182, 000, 000 | 117,000,000 | 151, 000, 000 138, 000, 000
Net...... ----] 113,000,000 | 214,000,000 129,000,000 42, 000, 000
. Railroad securities. . . .o .o coiionoiamaas 36,000,000 | 89,000,000 | 189,000, 000 24, 000, 000
Federal farm loan bonds and other minor
FL1-T1 ] 914 (X RN 34,000,000 | 63, 000, 000 1, 500, 000 5, 000, 000
War Finance Corporation assets. . .o..cooc.... 19, 000, 000 27,000,000 | oo m e ciiaccaan
Capital stock ta%. oo oo ccceceeccmceecme]mmcmeacmean 8,000,000 {. oo ofomcicececnas i
Sale, surplus war supplies. .- cccceemcoecneaaaann 13, 600, 000 8, 000, 000 5, 500, 000 4, 000, 000"
Navy oil judgment. ..o ool 1§, 000, 000 13,000,000 |- oococceacuens
215,000,000 | 414, 000,000 | 318,000, 000 75, 000, 000
Surplus........ eeeeaan 377,000, 000 | 635, 600,000 | 455,000, 000 274, 000, 000
Burplus exclusive of above net receipts.._...... 162, 000, 000 | 221,000,000 { 137,000, 000 199, 000, 000

1 Exclusive of amount paid in Liberty bonds aggregating $5,500,000 principal amount. o

Estimated surplus, exclusive of extraordinary revenue items, will
amount to $137,000,000 in the fiscal year 1928 and $199,000,000 in the
fiscal year 1929. Estimated total surplus, including extraordinary
revenue items, will amount to $455,000,000 1n the fiscal year 1928 and
$274,000,000 in the fiscal year 1929.

In estimating the amount by which we can safely reduce the tax
revenues in 1928 and 1929, the actual surplus figures are the im-
portant ones. But looking to the future, it is essential that Congress
should take into consideration the temporary character of some of our
existing resources. = -
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"The factor. which definitely determines the extent to’ which - we may
reduce taxes is the 1929 surplus. Assuming that a tax revision bill
becomes law prior to March 15 next, the reductions will only affect
the revenue for the last six months of 1928. That is to say, tax
reductions will be only 50 per cent effective during the present fiscal
%‘ear They will, however, apply to the full 12 months in 1929.

herefore, even leavmv out of consideration the fact that thie 1928
surplus largely exceeds the prospective surplus for 1929, a reduction
in revenue which would be fully justified if the present year were
considered alone would almost certainly produce a substantial deficit
in the fiscal year 1929, -

It may be urged that the estimated surplus for 1929 is placed at
too low a ﬁgure in view of the actual large surplus in 1927 and the
size of the estlmated surplus in 1928. The answer is that these sur- -
pluses were in the main due to certain resources which can not be
available in 1929, since by that time they will have been exhausted.
In so far as current revenue is concerned, it should be noted that the
Treasury estimates that substantially the same receipts will be avail-
able in 1929 as in 1928 and as were actually collected in 1927. There
is no evidence available to justify the assumption that they will be
larger. There are certain definite indications that they may be

..smaller, but the department hopes that these unfavorable factors will
‘be offset by the normal growth of the country.

For a number of years past the Treasury estimates have under-
estlmated the revenue which was later realized. It is'not true, how-
ever, that this was the result of deliberate intention or policy. Every
effort to avoid a repetition of this result has been made-in the prepa-
ration of the estimates here presented. It would be unwarranted and
unwise to assume that in the present estimates there is any concealed
surplus. In these figures the Treasury has not consciously nor as a
matter of policy played safe. If tax reductions are made or appro-
priations voted on the assumption that the present figures understate
probable future receipts, responsibility for such reductions or appro-
priations must be assumed by those who advocate them. The Treas-
ury has placed the probable receipts at the highest figures compatible

.-~with the most dependable forecasts and facts which careful and dis-
interested investigation could secure. As far as expenditures are con-
cerned, -the estimates have been furnished by the Bureau of the
Budcret It should be remembered that estimates do not include any
'expendltures that may be incurred by reason of new- legislation.
The Treasury believes that tax reduction should not in any “event be
in excess of approximately $225,000,000.

I suggest the following:

1. A reduction of the rate of tax on corporate income from 1314
per cent to 12 per cent. It is estimated that such a change will result
in a loss in revenue of approximately $135,000,000.

2. Amending those provisions of the law that apply to the tax on
corporate income so as to permit corporations with net income of
$25,000 or less, and with not more than 10 stockholders, to file re-
turns and pay the tax as partnerships at their option. It is estimated
that such an amendment will result in a loss of from $30,000,000 to
$35,000,000 in revenue.

T3 A read]ustment of the rates applicable to individual incomes .
that fall in the so-called intermediate brackets according to the plan
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- outlined below and the table contained in the body of this report.
It is estimated that such a change will result in a loss in revenue of
approximately $50,000,000. .

4. Repeal of the estate tax, resulting in a revenue reduction of
$7,000,000.

5. Exemption from taxation of the income derived from American
bankers’ acceptances held by foreign central banks of issue.

I shall now discuss these recommendations in greater detail, ,

Corporation income tax.—Corporations last received relief from
taxation in the revenue act of 1921, which repealed the .excess profits -
tax, and even then the income tax rate was increased. Since that
time, while other classes of taxpayers have been benefited either by
the repeal of war taxes or the sharp reduction of war-time rates, cor-

. porations have continued to bear a heavy burden. The time has come
to revise the corporation tax rates downward. Business conducted
under the corporate form is to-day overtaxed as compared with indi-
vidual business enterprises and partnerships, a condition which spells
particular hardship to the small corporations with a limited net income
and to the stockholder of limited means, whether he be a stockholder
in a large or a small corporation. Corporations are not only large
contributors to the Federal Treasury but they pay their full share of
the cost of local and State governments.

In the calendar year 1924 all corporations reporting net income
reported a net income, before all taxes, of $8,890,321,499. They paid
in taxes other than income tax $1,304,169,207, and in income tax
$881,549,546 at the then rate of 1214 per cent, making a total of
$2,185,718,753. In other words, 24.58 per cent of their net income
was paid in taxes. In the same year these corporations paid $3,994,-
990,754 in cash dividends, which was 44.93 per cent of their net
income. For every dollar paid in dividends 54 cents were paid in
taxes. : : DR

If all corporations be included—that is to say, corporations report-
ing-a deficit as well as those reporting net income—the percentage of
net income paid in taxes is 36.28 per cent. Including both the Fed-
eral and State taxes the percentage of taxes to net income paid in
some of our principal industrial States ranges from 26.25 per cent in:-
Michigan to 41.04 per cent in Connecticut, 47.72 per cent in Minnesota,
and 49.78 per cent in Massachusetts. . .

Corporation taxes are paid either by the consumers or by the
stockholders. No general rule can be laid down as to the incidence
of .this tax. It is estimated that there are not less than 3,000,000
individual owners of corporate stock in' the United States. There
are probably more. Through the corporation income tax these indi-
viduals are taxed at the rate of 1814 per cent on their proportionate
share of the income of the corporation, and this irrespective of
whether their individual income 1s sufficiently great to subject them
to’the individual income tax. If we include the tax paid by indi-
viduals on the dividends received from corporations, the rate of tax
on net corporate income is 15.27 per cent, whereas had all the cor-
porations been taxed as partnerships the average rate of tax on their
net income would have been 9.1 per cent. : '

There are only 2,500,000 individuals who return taxable net income,

. and the average rate of tax on their income has been reduced to 4.2
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per cent, as compared with 3,000,000 stockholders who are virtually
taxed on a part of their income at the rate of 1314 per cent. There
are less than 9,000 individual income taxpayers whose average tax as
returned equals or exceeds 1314 per cent of their taxable income. -

Thus we have a strange and inconsistent situation, in which the
owners of our corporations, some 3,000,000 individuals, are taxed
indirectly, at the rate of 1314 per cent on all or part of their income
whereas under the present individual income tax law this rate o
1314, per cent. or more.is paid by less than 9,000 individuals, and
these-with net incomes in excess of $110,000.

It is interesting to note that according to the 1925 returns, of
$5,189,000,000 distributed in cash dividends, $1,724,000,000 went to
sources other than individuals making income tax returns. While,
of course, a large part of this was paid to other corporations, it is
certain that a very considerable sum was paid to individuals with
incomes insufficient to require an income tax return. Of the divi-
dends distributed, $740,000,000 were returned by persons with net
incomes of less than $10,000, and the -average rate of tax on all
incomes not in excess of $10,000 was 0.26 of 1 per cent.

The Treasury Department made a study of a number of corpora-
tions owned by a comparatively few people and with net incomes
moderate in amount. It found that the chief stockholders in corpora-
tions having net incomes of $55,000 or less would, without exception,
have paid a smaller tax to the Federal Government had they done
business as partners rather than as a corporation, whereas in 86 per
cent of the cases where the net income of the corporation was $100,000

- and less a similar conclusion was true. Out of 252,334 corporations
reporting net income for the calendar year 1925, no less than 232,346
had incomes of less than $50,000 a year. So that the latest figures
available show that 92 per cent of the corporations reporting net
income paid higher taxes in a given year than they would have had
they been partnerships. The situation is not quite as bad as these
figures would indicate, for whereas the number of corporations with
incomes of less than $50,000 is high, the amount of income reported
by them is comparatively small. One-third of the total corporation
taxes is paid by 196 corporations with net incomes in excess of
$5,000,000; 53 per cent of the corporation income tax is paid by 1,113
corporations with net incomes in excess of $1,000,000; over 70 per
cent is paid by 4,469 corporations with net incomes of over $250,000.
But even so, the disecrimination appears to weigh with more than
usual severity on the stockholder in the closely held corporation
whose net income falls in the smaller amounts.

It may be urged that the owner or owners of a closely held cor-
poration with a limited income are no worse off than the stockholder
of limited means in a very large corporation who is taxed 1314 per
cent on his proportionate share of the net income of the corporation,

- whereas the tax which the latter might have to pay on that net in-
come were-it derived from some other source might not exceed 1%
per cent. While this is apparently true, it is probable that the latter
class of stockholder looks upon his stock purchases as strictly of
an investment character. In other words, he buys this share of
stock, just as he would a bond, on the basis of its actual income yield,
and to that extent in making the purchase he has completely dis-
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counted the corporation tax.. Therefore, as I see the situation, while
it is desirable to reduce the rate.on all corporations, some additional
relief should be granted the stockholders of the small, closely. held
corporations, whose situation is:substantially the same as:that of a
partnership, though they do business in corporate form. A

- The Treasury Department recommends that the present corporation
rate of 1314 per cent be reduced to 12 per.cent.. This will cause a
loss of revenue of approximately $135, 000,000. L
: In order to give further relief to the owners of the closely held
corporations with a small net income, the Treasury recommends that
all corporations with a net income of $25,000 or less, and the number
of whose stockholders does not exceed 10 be allowed to file- their
income tax returns as if they were a partnershlp and be. taxed:.on
the partnership basis. It is estimated roughly that this will. occaswn
a loss of revenue of from $30,000, 000 to- $35,000,000. C

Surtaz rates—The revenue act of 1926 reduced the- rates of the-
normal tax from 2, 4, and 6 per cent to 114, 3, and 5 per cent, and
cut the maximumi surtax rate from 40 per cent to 20 per cent.- While
there was a readjustment of the intermediate surtax rates, the effect
of the drastic cut in the maximum surtax rates and the sharp reduc-
tion in normal rates was to benefit the small taxpayers and the large
taxpayers somewhat more than those whose taxable income fall in
the brackets running from $18,000 to $70,000. In view of the above;
I recommend a revision of the rates apphcable to the S0+ called
intermediate brackets.

Under the revenue act of 1926, 1nc0mes from $14 OOO to $24, OOO are -
graded by steps of $2,000. That is to say, the income tax rate in-
creases.1 per cent for every additional $2,000 of income. " From
$24,000 to $64,000 the brackets are graded by steps of $4,000.

By the s1mple expedient of adjusting the rate so that it will rise
umformly, increasing 1 per cent for each additional $4,000 of income

~ on incomes from $10 000 to $70,000, some reductions w1ll be granted
to all surtax payers, but more partlcularly to those whose incomes fall
in the intermediate brackets. Thus, under the act of 1926 a 10 per
cent rate applies to incomes ranging from $36,000 to $40,000, whereas
under the proposed plan the 10 per cent rate will apply to incomes
ranging from $46,000 to $50,000; the 15 per cent rate, instead of being

- reached at $56, 000 will be reached at $66,000; the 18 per cent rate at
$80,000 mstead of $7O 000; and the 19 per cent rate at $90,000 instead
of $80 000.

There are attached hereto two tables, the one showing the suggested
changes in surtax rates from those of the 1926 act, and the second
showing the individual income tax upon certain spec1ﬁed taxable net
incomes under the revenue act of 1924, the revenue act of 1926, and
under the suggested rates.
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rtad rates from those of the 1926 revenud

act
1926 revenue act Proposed plan
Income tax zones Rates Income tax zones Rates
Per cent.
$10,000 to $10,000 to $14 - 1
$14,000 to $ $14,000 10 $18, - 2
16,000 to § $18,000 to $22, - 3
$18.000 Lo | $22,000 to $26, 4
20,000 Lo $2 $26,000 Lo $30, 5
$22,000 Lo $24,00 $30,000 to $34, 6
$24,000 to $28, $34,000 to $38,000 7
$23,000 to $32,001 $38,000 to $42,000 8
$32,000 to $36,000 $42,000 to $46,001 92
$36,000 Lo $40,000 $46,000 to $50,001 10
$40,000 to $44,001 $50,000 to $54,00 11
$44,000 to $48,00! $54,000 to $58,00 - 12
$48,000 to $52,000. $58,000 to $62,00 . 13
$52,000 to $56,000. $62,000 to $66,00 - 14
$56,000 to $60,000 $66,000 to $70,00! . 16
$60,000 to $64,000. $70,000 to $75,000 . 16
$64,000 to $70,000 $75,000 to $80,000 . 17
$70,000 to $80,000. $80,000 to $99,000 . 18
$80,000 Lo $100,000. $90,000 to $100,000. .. .o ooeeeemeaaaaannn 19
o Over $100,000. Over $100,000 20

Ihd'ivi,dual‘ income tax upon certain specified taradle net incomes—Married

person with two dependents, with no capital g

earned income of $10,000

aing nor dividends, and with

Revenuse act 1924 Revenue act 1926 Sugge::‘t:&surtax
Taxable net
- income B

N%;'fa] Surtax | Total tax N?;Ta] Surtax | Total tax | Surtax | Totaltax

$10,000. ... $141. 00 $141.00 $83.25 0 $83. 25 $83. 25
$12,000.. 235.00 $20. 00 255. 00 143.25 $20. 00 163. 25 $20.00 163.25
14,000. 355.00 -40. 00 395. 00 237.25 40. 00 277.25 40. 00 277.23
16.000. 475.00 80. 00 555. 00 347.25 80. 00 417.25 80. 00 417.28
$18.000. 595. 00 140. 60 735.00 437.25 140.00 577.25 120.00 557. 26
$20,000. 715. 00 22000 935. 00 537.25 220. 00 757.25 180. 00 717.28
$22.000. 835.00 320.00 | 1,155.00 637.25 320.00 957. 25 240.00 877.25
$24,000. 955. 00 440.00 | 1,395.00 737.25 440.00 [ 1,177.25 320.00 | 1,057.28
$26,000_ 1,075. 00 580.00 | 1,655.00 837.25 580.00 | 1,417.25 400.00 | 1,237.28
$28,000- 1,195. 00 740.00 | 1,935.00 937.25 720.00 | 1,657.25 500.00 ! 1,437.28
$30,000. 1,315.00 920.00 | 2.235.00 | 1,037.25 880.00 | 1,917.25 600.00 | 1,637.28
$32.000. 1.435.00 | 1,120.00 | 2,555.00 | 1,137.25 | 1,040.00 | 2,177.25 720.00 | 1,857.25
$36,000. 1,675.00 | 1,540.00 | 3,215.00 | 1,337.25} 1,400.00 | 2,737.25 980.00 | 2,317.25
$40,000- 1,915.00 | 2,040.00 | 3,955.00 | 1,537.25 | 1,800.00 | 3,337.25 | 1,280.00 | 2,817.25
$45.000. 2,215.00 | 2,730.00 | 4,945.00 | 1,787.25 | 2,360.00 ( 4,147.25 | 1,710.00 | 3,4907.25
$50,000. 2.515.00 | 3,540.00 | 6,055.00 | 2,037.25 | 2,080.00 | 5,017.25 | 2,200.00 | 4,237.28
$55.000.- 2,815.00 | 4,470.00 | 7,285.00 | 2,287.25 | 3,660.00 | 5,947.25 | 2,760.00 | 5,047.28
$60,000. 3,115.00 | 5.430.00 | 8.595.00 | 2,537.25 | 4.400.00 | 6,937.25{ 3,380.00 | 6,917.25
$65,000. . 3,415.00 | 6.570.00 | 9,985.00 | 2,787.25 | 6,210.00 | 7,997.25 | 4,060.00 | 6,847.28
$70.000. 3,715.00 | 7,780.00 | 11,495.00 | 3,037.25 | 6,060.00 | 9,007.25 | 4,800.00 { 7,837.28
$75.000. . 4,015.00 | 9.090.00 | 13,105.00 | 3,287.25 | 6,960.00 | 10,247.25 | 5,600.00 | 8,887.25
$80.000. 4.315.00,| 10,480.00 | 14,795.00 | 3,537.25 | 7,860.00 | 11,397.25 | 6,450.00 | 9,987.28
$90,000. - 4,915.00 | 13,540 00 | 18.455.00 | 4,037.25 | 9,760.00 | 13,797.25 | 8,250.00 | 12,287.26
$100.000. 5,515.00 1 17.020.00 | 22,535.00 { 4.537.25 | 11,660.00 | 16.197. 25 | 10, 150. 00 | 14, 687.28
$150,000- 8,515.00 | 30, 520.00 | 39,035.00 | 7,037.25 | 21,660.00 | 28, 607.25 | 20, 150.00 | 27, 187.26
$200,000. 11, 515.00 | 54.020.00 | 65, 535.00 | 9, 527.25 | 31,660.00 { 41,197.25 | 30,150.00 | 39, 687.25
$300,000. 17,515.00 | '92.020. 00 1109, 535. 00 |14, 537.25 | 51, 660.00 | 66,197.25 | 50, 150.00 | 64, 687. 28
$500,000. - _ 29, 515. 00 [170. 020. 00 |199, 535. 00 (24, 537,25 | 91, 660.00 |116, 197.25 | 90, 150. 00 |114, 687. 28
$1,000,000... .58, 515.00 |370,020. 00 429, 535. 00 |49, 537. 25 (191, 660. 00 [241, 197. 25 {190, 150. 00 |239, 687. 28

Estate tax.—The Treasury Department renews its recommendation

that the Federal estate tax be repealed. By tradition, legal theory,
and revenue necessity this tax belongs to the States. They and not the
Federal Government have developed inheritance taxation in the
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United States. It is true that they have made many mistakes, but:
it is not apparent that the entrance of the Federal Government into
this field has had any beneficial effect. The Federal Government
has only made use of the estate or inheritance tax four times in
its history, and then during war emergencies. As soon as the emer-
gency was past the tax was 1epealed There is no occasion to change
this policy. It is not based on opposition to the inheritance or
estate form of taxation but on the theory that some taxes inhere
to the States and can more properly be levied _by them than by the
Federal Government, and that the estate tax is one of these. It is
beyond dispute that the States need this revenue and that the
Federal Government does not.

Ever since the war Federal revenue needs have steadily dimin-
ished as the cost of government was reduced. It has been found
possible to repeal most of the war taxes and to cut rates drastically.
The contrary is true of the States and of their political subdivisions.
Their cost of government continues to mount steadily. Taking
the long point of view, this position, in so far as the Federal Gov-
ernment is concerned, is likely to continue. As the national debt.
is paid off the burden of Federal taxes should grow lighter. But.
it is impossible to foresee the point at which the upward move-
ment of State and local expenditures will be arrested. Moreover,
Federal taxes are fairly well diversified and bear some relation

. to the taxpayer’s ability to pay; State and local taxes rest on.alto-
gether too narrow a base. The Federal Government should, there-
fore, retire from the inheritance tax field and should deﬁmtely
announce the policy not to resort to this form of taxatlon save in
emergencies.

The loss in revenue will be insignificant. Owing to the 80 per cent:
credit on the taxes paid the States it is estimated that in five years
the Federal estate tax will not produce more than $20,000,000.
Should it be repealed, the loss in revenue in the fiscal year 1929 will
not exceed $7,000,000.

Automobile taz. —I realize that great pressure will be brought to
bear on the Congress to repeal the excise tax on the sale of automo-
biles. I can not agree to the advisability of such a repeal.

The Federal approprlatlon for good roads in the fiscal year 1928
runs as high at $71,000,000, and in the fiscal year 1929 will be
$75,000 000 These expendltures by the Federal Government are for
the direct and immediate benefit of automobile owners. T hey should
make some contribution in return.

There is another aspect of this situation deserving consideration
from the standpoint of justice and fairness. The automobile is one
of the railroad’s chief competitors. Our railroads are paying heavy
taxes to the United States Government, a part of which 1s being
used for highway purposes. The revenue act of 1926 materially
reduced the tax on automobiles designed for the transportation of
passengers, and repealed the tax on trucks and accessories. The
latest available figures for railroad corporations having taxable net
income indicate an increase in the income tax paid by them to the
Federal Government from $57,000,000 for the calendar year 1924 to
$94,000,000 for the calendar year 1925, TIs it quite fair to ask the
railroads to contribute to the construction and maintenance of the

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



SECRETARY OF THE TREASURY 53

roads on which their rivals operate while exempting the latter from
any contribution ¢ )

The automobile is a semiluxury article of such widespread use that
it furnishes a broad base on which to apply a low tax. The rate
being low, there is no appreciable hardship to the taxpayer; the base
being broad, the tax is a good revenue producer. Unless we are to
rely -almost exclusively on direct taxes paid by a few and are pre-

- pared to see our National Government supported, not by the entire
gody of our citizens, but by a limited class, this is the kind of tax
which should be retained. : )

The income tax has gradually become so restricted in its applica-
tion that it is a class rather than a national tax. For the calendar
year 1925, 9,560 taxpayers returned about 49 per cent of the total tax
returned. Three hundred and twenty-seven thousand and eighteen
individuals returned $701,497,726 out of a total of $734,555,183. Out
of .our entire population of 114,000,000 only 2,501,166 individuals
returned taxable income, and of these 2,174,148 returned only
$33,000,000 of tax, the balance of $701,000,000 being returned by
327,018 individuals. Accord.ng to these returns, less than three-
tenths of 1 per cent of our population returned 95.5 per cent of our
total income tax, about 1.9 per cent returned 4.5 per cent, and the
remaining 97.8 per cent of the population returned no tax whatsoever.
Obviously some other taxes should be retained. '

Once the automobile tax is repealed, it can not be reimposed in
time of peace. This creates a situation which should squarely be
faced at this time. Both the Treasury Department and the Congress
desire to reduce taxes to the greatest possible extent consistent with
the prospective revenue needs of the Government. The reduction’
will be made under the reasonable assumption that business condi-
tions will continue to be fairly prosperous. Should this assumption
prove to be false and should there be a falling off in business, with
a consequent immediate reduction in the yield of the corporation and
individual income taxes, or should the day come when taxes as revised
at this session of Congress are inadequate to meet the cost of govern-
ment, it is obvious that revenue needs will compel an increase in .
rates of the taxes then existing. It is equally obvious that under such
circumstances corporation income tax rates and income tax rates on
individuals will have to be increased to an extent where they will
not only make good the loss of revenue resulting from the reduction
of income returned but will in addition be required to contribute the
$66,000,000, more or less, that the present excise tax on automobile
sales now yields. In other words, the narrowing of the tax base in
days of prosperity inevitably means that when the time for increased
tax burdens arrives those taxpayers who are unfortunate enough to
remain on the rolls are compelled to pay more than their just share.
Injustices in the field of taxation are inevitably committed under the
pressure of necessity, and the time to preserve the integrity of a well- -
rounded, well-balanced system is in days of prosperity when rates
can be kept at a minimum and no particular hardship is inflicted on
any one class. Under such circumstances to yield to the temptation
to dispense with a tax which some day may prove to be an essential
part of the tax system is to be guilty of the most short-sighted
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economic error. - It should never be forgotten that in- taxation the
ideal to be almed at is a broad base and low rates.

We have eliminated most of our excise taxes. There remain for
revenue purposes the excise tax on tobacco and automobile sales, the
admissions tax, and a few stamp taxes. All of these should. be
retained in the interest of a well-balanced tax system. I have not seen
it suggested that the excise tax on tobacco should be reduced, but

" when we consider the burden borne by the users of tobacco, an article -
which is likewise of the.semiluxury type—though many would clas-
sify it as a necessity—the 3 per cent automobile sales tax appears
insignificant in character. Because this 3 per cent is levied upon
the factory, or wholesale price, which is much smaller than the retail
price, the automobile .tax amounts to but 2 cents for every. dollar
paid by the ultimate consumer. Contrast this with the fact that for
every dollar spent by our citizens for the articles enumerated, there
is a tax required of 2 cents to 5 cents on cigars, 9 cents on theater and
other admissions, 20 cents on playing cards, from 4 cents to 22 cents
on chewing and smoking tobacco, and from 17 cents to 40 cents on
Cigarettes.

Fm the fiscal year 1927 the tobacco taxes yielded $376,170,205.04;
as compared with $66,437,881.32 from automobiles. The use of
tobacco in its various. forms is widespread, and the Federal tax on
tobacco no doubt affects a greater number of our citizens than does
any other class of tax. The man who smokes a nickel cigar now pays
one-fifth of 1 cent in tax to the Government. This is at a rate double
that upon automobiles. The man who smokes an 8-cent cigar pays a
tax of three-tenths of 1 cent to the Government on every cigar that
he smokes. Out of every 15 cents paid for a package of 20 c1(ra1ettes,
6 cents, or 40 per cent of the total retail cost, is paid to the Govern-
ment. Chewing and smoking tobacco is now taxed at the rate of 18

cents per pound During the fiscal year 1927 it accounted for

$65,070,195.26. That is, chewmfr and smoking tobacco alone pro-
duced practlcally as much tax as all of the automobiles sold that
year in the Unifed States.

Admissions tax.—The same reasoning apphes with equal force to the
tax on admissions. It is difficult to imagine a more ideal tax than one
on the $40 ringside seats at the recent Tunney Dempsey fight. Surely
no one will contend that the men and women who were Wﬁhno to pay
$40 for a seat for 30 minutes of boxing could not well aﬂ'ord to con-
tribute $3.64 to the United States Government. The revenue yield
from that particular fight was $242,065.71. The tax of 60 cents for
a box seat costing $6 for a world-series baseball game and the tax of
30 cents for a $3 ‘box seat at a representative theater is not considered
excessive. The exemption of all admissions of 75 cents or less elimi-
nates the tax on the reereation and amusement of an overwhelming
majority of our citizens. Those who pay more than 75 cents can
well afford to make a contribution to the Government, and such an
excise tax can not be held to be burdensome or to impose a restriction
on legitimate recreation.

Tables showing the-exact amounts paid as tax, and the percentage
of the tax to the retail prices, for the various makes of automobiles,
the different kinds and brands of tobacco, and for selected samples
of admissions are submitted in an appendlx
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- Tazes on the income received from bankers’ acceptances held by for-
eign banks of issue—Under the provisions of section 230 of the reve-
“nue act of 1926 a tax 6f 1314 per cent is imposed upon the discount
received by any foreign corporation on American bankers’ accept-
ances. Sections 233 and 217 of that act, however, exempt from taxa-
tion any interest on bank deposits received by a foreign corporation
not doing business within the United States and not having an. office
therein. Under the terms of section 236 interest upon obligations of
the United States is not subject to tax. .

An increasing number of countries have adopted the gold exchange
standard. This means that banks of issue in those countries must
carry large balances abroad, largely in the American market. Unless
appropriate investments are available, however, these balances will
be lost to London or to some other gold standard country.

Generally speaking, the chief ways in which a foreign bank, espe-
cially a foreign bank of issue, employs its surplus funds in this

- market are: (1) on deposit, (2) in short-time Government securities,
and (3) in bankers’ acceptances. At the present time the law exempts
from taxation income derived from the first two, but taxes the third.
Foreign banks of issue with surplus funds to invest must seek the
most liquid short-time investments available. Many banks of issue
are prohibited by law from investing their funds for longer than
three months. Others are prohibited from investing their funds in
any Government securities which are not issued on a discount basis.
In such cases as these, where funds can not be invested in Government
securities for one reason or another, a bank of issue must invest its
funds either in bankers’ bills, subject to.the tax, or else place its
funds on deposit at materially lower rates of interest.. '

The serious effect of this is the resulting tendency to withdraw
funds from this market for investment either in London or elsewhere.
In other words, the present law places a serious handicap on the free

development of our dollar acceptance market. In effect it tends to

keep foreign funds out of our market and to force American mer-
chants to finance their transactions abroad rather than through the

dollar acceptance. C

One of the main purposes of the Federal reserve act was to author-
ize and foster the development of the American acceptance market
as an effective and economical means of financing our foreign trade.
Congress has done its part in aiding this development by a series of
amendments to the Federal reserve act. Undoubtedly, however, the
present provision of the revenue act, which imposes a tax on the
discount earned from our bankers’ acceptances, is proving an obstacle
to the full accomplishment of this purpose. :

I recommend, therefore, that the revenue act of 1926 be amended
30 as to exempt from the income tax income derived from American
‘bankers’ acceptances held by foreign central banks of issie.

& * * * & * *

Improved administration of income taxes b

For the purpose of acquiring exact information upon which to base
recommendations designed to simplify the internal revenue laws, par-
ticularly the income tax, and to improve the efficiency of their

64761—r1 1927——6
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administration, a special administrative committee made a compre-
hensive survey.

I agree unqualifiedly with the conclusions and recommendations
stated by this committee and published in its report entitled “ Survey
of the Administration of Income and Excess-Profits Taxes,” which I
transmitted to the chairman of the Joint Committee on Internal
Revenue Taxation. , '

This is the first comprehensive inventory that has been made of the

_work of the Bureau of Internal Revenue since 1923, and portrays
conditions as they existed on June 30, 1927. It is hoped that this
survey will assist the Joint Committee on Internal Revenue Taxa-
tion, the Committee on Ways and Means, the Committee on Finance,
the Members of Congress, and the public in an appreciation of the
task imposed upon the Treasury in the administration of eight recent
and separate acts imposing internal revenue taxes, of the manner in
which that responsibility has been borne, of the unprecedented ad-
ministrative problems imposed, of the situation as it exists to-day, of .
the problems confronting the ’]f'reasury and awaiting solution, and of
the soundness of the solutions suggested. .

- The more important facts, the conclusions, and the recommenda-
tions contained in the report follow:

Summary of. causes contributing to congestion.

(1) THE 81zB OF THH JOB. .

Over $35,000,000,000 were collected and more than 62,000,000 re-
turns were filed for the years 1917 to 1926, inclusive. Little real
progress toward administrative organization could be made during
the war years. Government officials, as well as taxpayers, were con-
_fronted with problems never before presented. The intricate facts
surrounding practically every transaction of importance occurring
during this period required ascertainment and analysis and their legal
consequences determined. Principles for the valuation of most of the
assets of the country had to be evolved and the valuation made. The
books of the largest corporations in the world had to be audited.
Methods of accounting adaptable to the determination of tax liabil-
- ity had to be installe%l. The Government had to develop a system
in the offices of collectors competent to handle a business in tax collec-
tions ten times as large as during any previous period of its existence.
The amounts contingent upon intangible theories are staggering. It _
is not surprising that attempted solutions have provoked delays and
litigation.

(2) PERSONNEL. . :

~ It has been impossible to build up and retain an adequate per-
sonnel. The Government and the public have a right to demand that
the personnel charged with the administration of the internal revenue
laws- possess extensive experience, ability, unquestionable integrity,
ang sound judgment. Persons capable of holding important posi-
tions have been developed by the Treasury, but in many cases it has
been impossible to retain them. The turnover has been and is
devitalizing. Each resignation imposes delay and immediate real
loss to the taxpayer and the Government, for a knowledge of the

=3
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cases must be acquired by the successor. But the resulting delay to
individual cases 1s relatively of minor consequence. The individual
who resigns can not leave with his successor his experience, back-
ground, ability, and judgment.

Ability alone is insufficient. An.individual must have had the
necessary experience, that only time can give, to have an adequate in-
sight into the effect of the decisions he is called upon to make. - New
men can not be trained rapidly enough to assume the positions of
those who resign. The field from which persons compétent to carry
on. the work can be selected has been and probably always will be
decidedly limited. It is only by the retention of persons capable of
holding positions of importance that an adequate personnel will be
obtained.

The bureau loses regularly a large proportion of its ablest em-
ployees because it can not meet the terms offered by others. A cer-
tain amount of this leakage is inevitable. But the present turnover
is excessive. Surely the bureau should be able to compete for the
services of efficient employees whom it desires to retain with State
tax commissions and business concerns of moderate size. The
bureau should not remain indefinitely a training school in which
young men and women of talent educate themselves and then resign
to find a permanent career outside. The Government should find
means in higher salaries and more attractive tenure to induce a
larger proportion of its ablest employees to stay and find dignified
careers in the public service. If this can not be done, it will be the
body of taxpayers and the Treasury—not the employees of the
bureau—who will suffer most. :

The Government can well afford to retain a substantial portion of
the personnel it has developed.

(3) THE POLICY TO DECIDE UPON A BASIS OF ABSOLUTE ACCURACY.

The difficulty in the past in closing big cases and in settling cases
without litigation has arisen largely as a result of the attempt of the
bureau to settle with mathematical accuracy and with pure logic
questions which by their nature are not susceptible of mathematical
or logical determination. The bureau in the past has attempted to
determine such questions as the valuation of natural resources, the
valuation of intangibles such as patents, the determination of the
amortization of war facilities, and the computation of depreciation
by the use of formulae and with mathematical accuracy. By far the
majority of the questions arising in disputed cases can not be solved
with exact precision, but should be settled by administrative action
Wf;ithilll the bureau on the basis of the best judgment of competent
fficials. :
. Important questions of law must, of course, be decided finally by
judicial tribunals. But the best interests of the Government and of
the taxpayer will be promoted if the great majority of the disputed
questions involving no important principle are settled by adminis-
trative action within the bureau. Even a casual analysis of the
history within the bureau and through the courts of various cases set
otit in this-report will demonstrate that both the Government and the

" taxpayer will benefit by such action. : ’ R
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The nature of the problems involved in many classes of cases makes
their solution adaptable to administrative and not judicial action.. It.
is impossible to predict the decision of a judicial body upon such
questions of fact as valuations of natural resources, patents, or good
will; upon questions presented in an amortization determination;
upon a case involving contemplation of death; upon the propriety of
depreciation allowances; or upon similar questions.

Furthermore, the bureau is not as well prepared as the taxpayer
to litigate with any success these questions of fact and of opinion.
It does not have, and so far has not been able to secure, sufficient
attorneys to present properly to the Board of Tax Appeals and the
courts the Government’s position in these cases. The statistics
show that the bureau has collected through the Board of Tax Ap-

eals only about one-half of the tax claimed by it. It is apparent
from a study of the board’s decisions that the great majority of
-the reversals of the bureau have been in cases involving questions of
fact, judgment, and opinton. It is believed confidently that as much
or more tax can be secured by settling these cases by administrative -
action within the bureau than by litigation. But even more impor-
tant than the tax collected will be the benefit both to the Government.
and the taxpayer of disposing of these old matters without pro-
tracted controversy. ‘

(4) THEATTITUDE OF THE TAXPAYER. )

- The taxpayer and his attorney must assume their fair share of the
responsibility for the present situation. If the attitude of the
Government is to change, the attitude of the taxpayer and his attor-
ney must change. The taxpayer must be willing to review his
entire case and to settle upon a basis fair both to the Govern-
ment and himself. He must abandon his desire to litigate every
doubtful point decided against hém and to accept without question
doubtful points decided in Ais favor. It is believed that a substantial
majority of taxpayers will alter their attitude to conform to that of
the Government. ' ' .

It happens not infrequently that the presentation of the taxpayer’s
case to the bureau is insuffictent. This fact is attributable to many
causes, among them being the employment of incompetent representa-
tives and the desire to avoid expense necessary to a complete and
proper presentation. Many of the cases in which the bureau is re-
versed by the board would have been decided by the bureau in
conformity with the board’s decision had the taxpayér presented his
case to the bureau in the manner in ‘which it was presented to the
Board of Tax Appeals.

Much of the criticism urged by taxpayers that they are unable to
obtain a decision from the bureau is misleading. What is really
meant is that the taxpayer can not obtain a favorable-decision.. The
taxpayer’s realization that an unfavorable decision will be forth-
coming prompts him to seek delay.

(5) REOPENING CASES. :
Of cases for the years 1917 to 1921, inclusive, 1,109,939 once closed

by the bureau have been reopened. An analysis of the causes occa- -

sioning the reopening of cases is given hereinafter. The opportuni-
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ties to reopen must be brought to an end if an intolerable situation
ig'not to continue. - : S N -
(6) SHIFTING RESPONSIBILITY. : L N
~ It is admitted that there has been a failure on the part of ‘the per-
sonnel of the bureau to assume responsibility in the disposition of
cases. Final decisions have been shifted from place to place in the
bureau and.from the bureau to the Board of Tax Appeals. “ Passing
the buck ” undoubtedly exists. ‘This is, in most instances, merely a
consequence 6f the Treasury’s inability to retain individuals compe-
tent and willing to assume responsibility and to make final decisions.
A changing personnel can not grasp adequately vital and far-reaching
problems of policy and law involved in final decisions of tax cases.
An individual who does not possess an adequate appreciation of
the decision he is asked to make can not be criticised for refusing to
assume responsibility. S : T
(7) DETERMINATIONS MADE BECAUSE OF THE RUNNING OF THE STATUTE OF
*LIMITATIONS. ’ - . . .
It is admitted- that in the past many deficiency letters have been
mailed in order to protect the interests of the Government from the
bar of the statute of limitations. The chart showing the status of
the work of the Board of Tax Appeals reveals an extraordinary in-
<rease in the number of petitions docketed immediately following
the expiration of the statutory period upon assessments for any par-
ticular year. The necessity for this practice in the past is apparent.
‘There must be a considerable and immediate reduction in the number
of deficiency determinations made in order to prevent the running
of the statute of limitations. ' ’ ' ’

Summary of outstanding fwcté.

- (1) For the first time since the war it can now be said that the
auditing work of the Bureau of Internal Revenue is practically
current. v - ‘ = »

- (2) Of the numbeér of-old" cases still pending in the bureau, an
almost negligible number are awaiting original audit.- To a very
large extent they are cases that have been reopened by taxpayers
through the filing of claims for refund. "

(3) More than 19,000 undecided cases are pending before the

Board of Tax Appeals, involving aggregate deficiencies of approxi-
mately $550,000,000. The petitions being filed with the Board of
Tax }?ppeals exceed the number disposed of by more than 200 per
month. : '

(i) The office of the general counsel is literally swamped with
work, :

- (5) Although the nature of the problems remains substantially
the same, the burden has been transferred from the Bureau of In-
ternal Revenue to the general counsel’s office and the Board of Tax
Appeals. - :

- (Ié) In cases before the Board of Tax Appeals involving amounts
of $10,000 or more, the Government has succeeded in sustaining only
about 50 per cent of the deficiencies asserted.
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(7) The period of delay between the date of the bureau’s action
and the final decision of the Board of Tax Appeals prevents the
decision from becoming a precedent for the action of the bureau upon
similar points. Taxpayers not involved in the proceedings before
the board can protect their interests. The bureau can protect the
Government’s interests in doubtful cases only by deciding against
the taxpayer or, after obtaining waivers, by failing to decide.

(8) There are only eleven attorneys in the office of the general
counsel who have served in the office more than six years. Since J uly,

1924, 52 ‘attorneys have resigned from' the’ general -counsel’s” office.
There have been in the Income Tax Unit alone 4,727 resignations of
professional and technical officials during the last seven years.

Analysis of the problems.

(1) RELIEVING THE PRESENT CONGESTION BEFORE THE BoARD OF TAX APPEALS.

It is essential that effective measures be applied in order to relieve
the congestion before the Board of Tax Appeals. There should be
an opportumty to withdraw from the board -cases which may be
settled properly by administrative action within the Treasury and
without the necessity of a decision by the beard.

The Board of Tax Appeals is functioning at present at as great.a
speed as is consistent with sound decision. A material increase in its
production should not be sought or expected. There are, however,
some requirements occasioning unnecessary delays in its proceedmgs
and these should be removed.

(2) PREVENTING FUTURE CONGESTION.

Unless methods are found for more effective and final closma by
administrative action within the Treasury, the accumulation of cases
before the board will increase. Notwithstanding the fact that the
percentage of cases going to the Board of Tax Appeals is extraord:-
narily small (0.6 per cent of the total cases disposed of by the
bureau), the actual number of petitions docketed by the board estab-
lishes conclusively that administrative settlement is essential in every
case susceptible of administrative settlement.

(3) ELIMINATING DELAY IN DECISIONS BY THE BOARD oF TAX APPEALS.

At the present time the decisions of the Board of Tax Appeals are
frequently handed down so long after the action of the bureau that
the decision does not serve as a precedent for the bureau in its action
in similar cases. The bureau can not tie up its cases, postpone its
daction, and await final decisions of the board. In the opinion of the
T1easury, one of the most important functions of the Board of Tax
Appeals is to render decisions upon important questions of law expe-
ditiously, so that the decisions will serve as guides for the future
action of both the Government and the taxpayers.

- Failure to settle cases within the bureau creates a major problem
which deserves the most careful attention. The problem can best
be stated by an illustration. Take a disputed question such as the
taxation of gain or loss resulting from the sale by a parent cerpora-
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tion of the stock of an affiliated subsidiary. The bureau holds that
such gain or loss must be recognized. Many corporations take such
losses to their advantage, while the companies with corresponding
gains' promptly appeal their cases to the Board of Tax Appeals.
In any important question of this kind, two or three years are likely
to elapse before the bureau makes a final ruling. After the bureau
rules, two or three years additional are likely to elapse before the
board renders its decision—and the more congested the board’s docket,
the longer the delay. After the board decides, two or three years
may ‘be required before' the -Supreme Court speaks.. The' interval
elapsing before a point of this importance is finally decided can
hardly be less than six years and may be eight or nine years.

Thas means that the period of limitations will have expired. in
many cases in which the disputed point was decided in the taxpayer’s
favor.—The bureau—if the Supreme Court reverses its ruling—can
not go back and disallow the losses already allowed in cases barred
by the period of limitation; and the taxpayers who paid taxes on the
gains will have protected themselves by the filing of claims for refund,
while others will have appealed to the board. The period consumed
in appeal exceeds the statute of limitations, and this means for the
Treasury—* heads we lose, tails you win.”

Whatever the ultimate remedy for this evil may be, the evil is
aggravated by congestion and delay, and may be mitigated by a wider
settlement of cases through administrative action.

The above illustration is typical of a large number of cases, affect-
ing many millions in tax liability, in which the bureau’s decision
however made affects adversely one group of taxpayers and is favor-

- able to another group.

(4) RELIEVING THE GENERAL COUNSEL'S OFFICE.

The.primary functions of the general counsel’s office are to advise
the bureau upon questions of law (with the facts necessary for the
determination of tax liabilities ascertained by the bureau) and to
protect the best interests of the Government in litigation. It is a
physical impossibility for an attorney responsible for the handling
of from 200 to 500 active cases to represent the Government properly
in each case. He is forced to assume the defensive and to resort to
every available device and technicality. A substantial step toward
solution will be made if problems (1) and (2) above are solved
satisfactorily.

Summa'rg; of outstanding conclusions.

(1) An opportunity ¢o retain trained, experienced, and competent
personnel is essential. ' :

(2) The burden has been transferred to the Board of Tax Appeals
and the general counsel’s office, and this burden must be relieved if
their true functions are to be performed properly.

(3) The Government is handicapped in litigation. It can well
afford to settle many more cases without resort to litigation. :

(4) Cases must be closed fairly and finally by the bureau. The
shifting of responsibility to the general counsel’s office and to the
board and the constant reopening of cases, as a result of decisions of
the courts or the Board of Tax Appeals or a change in regulations,
should be brought to an end.

"(5) The Treasury is cognizant of its fair share of responsibility.

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



62 " REPORT ON 'THE FINANCES

- (6) Taxpayers should cooperate. They are by no means blameless
for existing difficulties.

In order to present the situation in broad outline, the above con-
clusions must bé supplemented by three truisms—

(1) At root, the major problem is one of personnel.

T (2) All tax cases-can not be closed upon a basis of absolute accu-
racy. “To attempt to do so is to sacrifice accomphshment to unattain-
able ideal: Prompt and final settlement is often more important than
meticulous accuracy.

(3) The collection of revenues is primarily an administrative and
not a judicial problem. As far as the Federal income tax is con-
%erned a field of adm1n1strat10n has been tulned into a lecral battle

eld

Detazled recommendations

(1) PERSONNEL OF THE OFFICE OF THE GENERAL COUNSEL.

It is recommended that— .

(@) The positions of the heads of the six divisions of the general
counsel’s office and of the two assistant general counsel should be
classified in grade 7 of the professional service of the classification
act, which specifies a salary of $7,500 a year; and there should be at
least 15 positions classified in professmnal orade 6, which specifies a
minimum salary of $6,000 a year.

(6) The Commissioner of Internal Revenue, with the approval
of the Secretary of the Treasury, should be authorized to make orig-
inal appointments in the office of the general counsel in. professmnal

ade 5, which allows an entrance salary of $5,200.

(¢) The Commissioner of Internal Revenue, with the approval of
the Secretary of the Treasury, should be authorized to appoint in
Frofessmnal grade 2 (at an entrance salary of $2,400) graduates of
aw schools, without the professional experience now required.

. (2) PERSONNEL OF THE BUREAU OF INTERNAL REVENUE

. It is recommended that—

() The Commissioner of Internal Revenue, with the approval of
the Secretary of ‘the Treasury, should be authorized to classify in
grade CAFT 14 the positions of three techrical advisors to the commis-
sioner, at salaries of $10,000 a year.

(b) The positions of at least 75 technical experts of the Bureau of
Internal Revenue should be classified in the grade CAF 13, which

- specifies a minimum salary of $6,000.

(¢). The positions of 20 revenue agents in charge should be classi-
fied in grade CAF 13, which spec1ﬁes a minimum salary of $6,000,
and the remaining revenue agents in charge should be classified in
grade CAF 12, which spec1ﬁes a minimum salary of $5,200.

(d) The pos1t1ons of the personnel in Washington and in the field
should be reclassified so that their salaries will be increased to accord
with the respons1b1l1t1es imposed.

(3) TrE SPECIAL ADVISORY COMMITTEE,

The organization and functions of the special advisory committee
are discussed in detail hereinafter. It is hoped that the outline of
work to be accomplished by the committee will be approved and in-
dorsed, and the committee will be accorded fullest cooperatlon
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Every effort should be made to instill in the committee the -spirit
essential to.its success. ‘ S

(4) CHANGE IN ATTITUDE TOWARD SETTLEMENT OF CASES. : I

The change in attitude necessary for the effective closing of cases
by administrative action within the Treasury has been discussed. It
is appreciated fully that this change can not be accomplished except
gradually. It is also appreciated fully that the use of sound discre-
tion in the settlement of tax cases can not be expected from any but
the most experienced, trained, and competent men. It is necessary-
to begin at the top. The authority should not be granted indiscrim-
nately. Responsibility must at all times be fixed definitely. The
special advisory committee is an experiment, admittedly. If the
experiment proves successful, in time it may result in a change of
attitude on the part of all concerned and the collection of income.
taxes become, as it should, an administrative problem rather than a
legal battle.

(5) CLOSING AGREEMENTS.

The movement already begun to stimulate closing agreements under
section 1106 (b) of the Revenue Act of 1926 should be continued.
Closing agreements offer the greatest opportunity for the final closing
of cases. Section 1106 (b) should be amended, as recommended b
the Joint. Committee on Internal Revenue Taxation, so as to permit
closing agreements (subject to subsequent approval of the Secretary
of the Treasury) whenever the taxpayer and the Government’s repre-
sentative agree upon the tax liability. '

(6) DEFICIENCY DETERMINATIONS.

It is believed that the bureau is capable of making better determi-
nations of deficiencies in many cases. Soundness of the determina-
tions is far more important than volume of production. Deter-
mination should not be postponed so that the running of the statutory
period requires hasty action.

(7) REVISION OF DEFICIENCY LETTER.-

It is believed that many petitions are filed with the Board of Tax
Appeals because the taxpayer is unable to understand from the de-
ficiency letter the exact decision of the bureau. The proposed
revision of the deficiency letter, so that it will state accumulatively
all prior adjustments and determinations, is indorsed.

(8). STIPULATIONS.

Although the general counsel’s office has disposed, by stipulations,
of more cases pending before the Board of Tax Appeals than the
board has disposed of by decision, it is believed that there is a sub-

- stantial opportunity for increasing the number of stipulations.
Stipulations of unimportant facts should be encouraged in order to
facilitate proceedings before the board. "Whenever the attorney in
charge of the case can enter into stipulations of fact properly, he
should do so. It should be borne in mind, however, that a proper
personnel is essential before the practice of entering into stipulations
can be increased extensively.
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(9) REGULATIONS OF PROSPECTIVE RATHER THAN RETROACTIVE APPLICATION. :

Many of the reopenings by the Government can be prevented by
giving, in every instance where sound judgment will permit, only
prospective effect to changes in regulations. The authority granted
in section 1108 (a) of the revenue "act of 1926 has been exercised in
several recent instances. It is recommended that this practice con-
tinue. It should be noted, however, that the power granted by this
sectlon is limited to amendments not occasioned by a court decision.

- The application of decisions of courts, decisions of the Board of
Tax Appeals, and decisiens of the general counsel’s office to cases
already closed by the bureau, or to cases in which a definite decision
upon some particular issue has previously been made, presents an
exceptionally difficult problem. Efforts to find a sound solution
should be continued. There must be some method by which the
practice of constantly reworking cases, after a fair and satisfactory
decision of one or.more of the issues involved have been reached, may
be stopped.

Tax exemption of Federal bonds

As early as 1921 the Treasury favored an amendment to the Con-

-stitution permitting the United States to tax incomes derived from

securities issued by the States and their political subdivisions after
the ratification of the amendment, and conversely permitting each
State to tax the income derived by its residents from securities issued
under the authority of the United States. As recently as 1925 the
Treasury Department has called the attention of the Congress to
the evils arising from the existence of great masses of tax-exempt
securities which offered to the wealthy the means of avoiding the
payment of income taxes to the Federal Government. In the Sixty-
seventh Congress a resolution providing for an amendmient to the
Constitution along the lines above indicated passed the House, but
was not acted on by the Senate. In the Sixty-eighth Congress a
similar resolution was defeated in the House by 41 votes. No further
action looking to the submission of such an amendment to the States
has been taken.

It is probable that the time when such an an ehdment could have
been effective has passed. There are now outstanding $15,946,000,000
of wholly tax-exempt securities, of which $11,841,000,000 have been
issued by the States and their pohtlcal subdivisions, $145,000,000 by
Territories and insular possessions, $2,165,000,000 by the United
States Government, and $1,795,000,000 by the Federal farm loan

system. Since these securities are being issued at the rate of over

a billion a year, it is apparent that so many will be in existence before
the constitutional amendment in question could be submitted and
adopted by the necessary number of States that it would be ineffec-
tive. Moreover, the revenue act of 1926 reduced surtax rates to such

-an extent that the inducement to avoid them by resort to investment

in tax-exempt securities has to a very large extent disappeared.
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The Statistics of Income. for 1925 show that the total amount of
tax-exempt securities returned by individuals was $5,041,000,000.
‘The income received from these securities amounted to $230,000,000.
‘Had these securities been fully taxable, the revenue to the Govern-
‘ment would not have been in excess of $11,000,000.

‘(tiven all of these circumstances, I have reached the conclusmn
that the reasons which led the Treasury to urge the adoption of a
constitutional amendment relating to tax-exempt securities have been
50 modified by time and subsequent events, including the failure of
two separate Congresses to act in the matter, as to justify a recon-
sideration of the problem and the following conclusions:

If States and their political subdivisions are to continue to issue
tax-exempt securities at the rate of a billion dollars a year, there is
1o logical reason why the Federal Government should continue to
issue its securities under a provision of law which only permits
-exemption from the normal tax. This puts the Federal Government
at a serious disadvantage, a disadvantage which is very considerably
mitigated, however, owing to the fact that corporations are subject
conly to the normal tax and that United, States securities held by
corporations are therefore tax exempt. On the other hand, this very
situation makes it difficult, if not impossible, for the United States
‘Government to sell new issues of its securities to individual investors.
United States securities are sufficiently attractive to corporations so
that the latter are more than willing to take the entire block of new
issues offered from time to time. This being the case, the price which

- corporations are willing to pay inevitably fixes the price at which
the United States is able to market its securities, and since the corpo-
- rations are wholly. tax exempt on their income from such securities,
whereas the individual income derived from these securities is subject
to the surtax, the former are in a position to pay a price which might
well make the securities unattractive from the standpoint of the
individual investor. Thus, for instance, the Treasury 334 per cent
bonds were selling on Qctober 4 on a basis to yield 3.25 per cent.
On that basis they would have yielded to a man with an income
of $100,000 from other sources, after tax payment, but 2.60 per cent;
to a man with an income of $50,000, 2.83 per cent; and to a man with
an income of $25,000, 8.02 per cent; whereas the corporation would
get the full yield of 3.25 per cent. Three and one-half per cent
three to five year Treasury notes were selling on October 4 on a basis
to yield 3.51 per cent; they would yield but 2.81, 3.05, and 326 to
individual investors with incomes of $100,000, $50,000, and $25,000,
respectively, as compared with a yield of 3.51 to the corporation.
The corporations were thus able to obtain the full advantage of the -
extraordinary quality of a United States security from the stand-
point of safety, and, because of this tax-exempt feature, obtain a
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return equivalent, in so. far: as:the. 334 :per, cent: 'l‘leasury bonds. are
éoncerned,- to 3.76 per: cént on a. taxable security, and in so.far, as
the 814 per cent Treasury notes are concerned; equivalent to 4.06 on'a
taxable securlty But thls obv1ous1y, is not true- of the individual
investor. :

» The Treasury Depal tment is sometlmes cr 1t1c17ed for not makmg
a greater effort to distribute its securitiés more widely. The situation
=above- described under which- United States: securities -are wholly -
tax exempt when held by corporations, but not wholly tax exempt
when held by individuals, makes: it impossible to do so. Such a
situation is undesirable. During. thée war Government securities
were very widely distributed,- as the result of vigorous campaigns
conducted in every community, and which reached almost every home.
At that time it was held, and rightly held, that it was desirable, if
Government securities were to be issued in large blocks, that they
should be held by as many :separate individuals as possible rather
than in the hands of a few large holders. Such a feeling was sound.
It is still sound to-day. But under existing circumstances, as the
war loans are gradually being refunded into securities bearing a

~ lower rate of interest—and there would be no justification, of course,
for not refunding them—the number of holders of United States
securities tends constantly to become more. limited.

How could it be otherwise, when States and municipalities are in
8 position to issue their securities free from all taxation? The aver-
age rate of interest paid by all States on their total indebtedness
during 1926 was about 4.14. : New York City municipal stock with

“a life of 30 years sells on a basis to yield 4 per cent to the individual
investor, while the man with an-income of $25,000 will receive but.a - -
net yield of 3.02 per cent on a 16-20-year 334 per cent United States
Government bond. Moreover, even after Federal taxes, he can re:
ceive approximately 4 per cent on the highest grade of pubhc utlhty
bonds. -

- These figures make it perfectly apparent that in so far as the 1nd1-
vidual investor is concerned, the United States Government is at a
serious disadvantage to-day in marketing its securities because of the
provisions in the Liberty loan act Whlch limits the tax-exempt pr1v1—
lege to the normal tax.

To be sure the Treasury Department has the authority to issue
notes exempt from surtaxes, but, -because of the Treasury’s position
on tax-exempt securities, it was not thought advisable to make use
of this authority. Moreover the individual investor is interested in

L bonds rather than in notes and certificates. :
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" Under these circumstances, I believe that the Congress should give
serious -consideration to an amendment of the second Liberty loan_
bond: act, as amended, authonzmo the Secretary of the Treasury in
issuing long-term securities in the future to.make them exempt from
the surtax as well as the normal:tax.” . . .. o ‘L

The enactment of such an amendment would not in any way 1nter-
fere with the adoption of an amendment permitting the taxation of
so-called tax-exempt securities, should Congress and the States deem
this to be'desirable. But pending its adoption there is no reason why
the Treasury Department should be put at a disadvantage in the
marketing of its securities as compared with States and their subdivi- -
sions, or why individual investors who desire to acquire United
States Government securities should be discriminated against. Tak-
ing the long-time view of the situation, I believe that the enactment

. of such a constitutional amendment is desirable, for I consider it
inconsistent with our principles of democratic government that our
laws be so framed as to permit any class of our citizens to escape
their just tax obligations.

Disposition of sequestrated alien pmperiy and payment of mized
claims

Though the war ended nine years ago, the United States Govern-
ment is still holding property of the German, Austrian, and Hun-
garian nationals of a value in excess of $250,000,000. In addition
there are certain claims against the United States Government for
damages arising from acts of the United States during the war.
On the other hand, there are pending and unpaid claims of the
United States Government and its citizens against the German;
Austrian, and Hungarian Governments for damages arising from
the war aggregating many millions of dollars.

The property held by the Alien Property Custodian is propérty
seized under what is known as the trading with the enemy act,
which provided that it should be held until after the war and dis-
posed of as Congress shall direct. Congress has amended the trad-
ing with the enemy act from time to time, and as a result of these
amendments much of the property originally seized has been
returned. '

Under the decision of the Supreme Court in the case of United
States ». Chemical Foundation (Inc.) and under the provisions of
the treaties of Berlin, Vienna, and Budapest there seems to be no
doubt that the United States Government has the legal right to confis-
cate the property held by the’ Alien Property Custodian and to apply
it to the satisfaction of the claims of American citizens, though it
should be noted that the preamble of our treaty W1th Germany,
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known as the treaty of Berlin, includes in full the provision of the
joint resolution of Congress declaring peace, approved July 2, 1921,
which provided that the property of German nationals held by the
United States Government “shall be retained by the United States of
America and no disposition thereof made, except as shall have been.
heretofore or specifically hereafter shall be provided by law until-
such time as the Imperial German Government. * * * shall have
made suitable provision for the satisfaction of all claims against said
Government * * *” Moreover, a‘ program of confiscation is
repugnant to the American sense of justice and would constitute a
violation of the sound policy hitherto pursued by our country of
recognizing the inviolability of the property of private citizens in
time of war. There may not be a legal duty to return the property
to the alien owners, but there is most certainly a moral duty.

There is, however, an even stronger obligation on the part of the
United States Government to protect its own citizens and to see that
their just claims arising from the war are provided for, and inasmuch
as the alien property is held as security for, the payment of these
claims, it should not be returned until suitable provision has been
made for their payment.

Under agreements made with Germany, Austria, and Hungary,
commissions were set up, known as the Mixed Claims Commission and
the Tripartite Claims Commission, the duty of the former being to
determine and to adjudicate all claims of the United States and its .
nationals against Germany and its nationals, based on the terms of
existing treaties, and the duty of the latter being to perform a similar
task in respect of all claims against Austria and Hungary and their
nationals. So far as claims against Germany are concerned, the com-
mission has about completed its work, while the Tripartite Commis-
sion has reached a point where it is in a position to make a fair
estimate as to what the claims allowed against Austria and Hungary
will amount to.

As compared with the claims against Germany the latter are insig-
nificant in amount. Those against Austria can be met in large meas-
ure, if not wholly, by property of the Austrian Government at present:
held by the Alien Property Custodian. If this sum is inadequate, it
should be possible to reach some agreement with the Austrian Gov-
ernment which will insure the payment of the claims allowed by the
Tripartite Commission in full. And this is true likewise of Hungary.
Once .the Austrian and Hunoarlan Governments have made such an
agreement and furnished adequate guaranties, there is no reason why
the property of their nationals now held by the Alien Property
Custodian should not be returned to them.

. The situation in so far as Germany is concerned is somewhat differ-
ent. The awards of the Mixed Claims Commission constitute a direct
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obligation of the -Government of Germany: But Germany has found
herself unable to meet all of her treaty obligations. Accordingly, in
1924 the powers entitled to reparations, but not including the United
States, signed what is known as the London protocol, under the terms
of which the so-called Dawes agreement was adopted. Subsequently,
in January, 1925, the representatives of the powers who had signed
the London protocol and representatives of the United States signed
what is known as the Paris agreement, allocating the Dawes annuities
to the various governments having claims against Germany and
allowing the United States Government, for the purpose of meeting
the awards of the Mixed Claims Commission, an annual payment of
21/, per cent of the Dawes annuities after certain deductions. Under
the terms of this agreement the United States Government will re-
ceive out of the Dawes annuities $11,000,00 a year when the maxzimum
annuities are reached. But inasmuch as the amounts due American
claimants aggregate over $175,000,000, it is obvious that an annual

. payment of $11,000,000 will take many years to extinguish the debt.
It would be obviously unfair to our own nationals to return all of
the property held by the Alien Property Custodian immediately and
so deprive them of their security while asking them to wait many
years for the ultimate satisfaction of their claims. While this would
be doing justice to the German claimants, it would be doing con-
siderably less than justice to American claimants.

There is a third phase of the problem which must be mentioned.
During the war our Government seized ships, radio stations, and
patents belonging to German nationals. Having received the benefit
of the property taken and used, it is only fair that we should pay
just compensation. But here again the question arises as to why
German claimants should receive immediate payment while American
citizens should be compelled (o accept installments over the period of
a lifetime. ’ ,

In March, 1926, the Treasury prepared a comprehensive plan for
the settlement of the existing questions, which embodied all of the
principal matters left over from the war, and would have made pro-
vision for the payment of the just claims of all concerned. Serious
opposition developed to this plan and it was accordingly laid aside.
At the last session of Congress the Ways and Means Committee re-
ported a bill which had the approval of both German and American
claimants and which passed the House of Representatives with sub-
stantial unanimity. The plan proposed was essentially of a compro-
mise character, but it was a compromise based on equity.. Each of the
three groups of claimants were to be asked to make a sacrifice, not a
sacrifice of any part of their claims but a sacrifice entailing a delay -
in the payment of part of their claims. Ultimately all would be paid
in full, but all claimants were asked to agree, in the interest of a com-

-
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mon’and ‘@drly settlement, to extend the payment of a portion of what
is due them over a period of years. If the plan is not an ideal one, it
is'at least fair and practicable. If it does not give each man all that
he is entitled to immediately, it at least imposes an equal measure of
sacrifice upon all and it does not satisfy the just claims of one group at
the expense of the equally meritorious'claims of another.

-‘The Treasury believes that the bill which passed the House durmg
the Sixty-ninth Congress contains all of the elements necessary for a
fair and lasting solution of this difficult problem, which so seriously
demands an immediate settlement. '

Avcguz'sz'tz'on of land for Federal buildings in the District of Columbia

A bill authorizing the acquisition of all lands within the so-called
triangle area, excepting property owned by the Government or the
District of Columbia, and excepting square 256, was passed by the
Senate December 15, 1926, and passed by the House of Representa-
tives with amendments February 7, 1927. Conditions in the Senate
between that time and the close of the session prevented its consid-
eration of the House amendments and the bill failed of enactment.
It is the recommendation of the Treasury Department that the first
session of the Seventieth Congress authorize the purchase of the
necessary land within the “triangle ” as a preliminary to carrying
out the projected scheme for the group of Federal buildings in the
District of Columbia. -

Surety bonds

There is a notable increase in the number of bonds that are now
being taken by the various departments and establishments of the
-Government with individuals as sureties. Since the department has

* mno direct supervisory control over the resources of individuals and
is therefore unable to follow their continuing solvency, it is believed
that bonds with such individuals as sureties should not be accepted
in large amounts, if at all. Suitable legislation along this line is
necessary, however. When the original law was enacted in 1894, un-
collectible judgments and claims against individual sureties amounted
to $35,000,000. Such a situation should certainly not be allowed to
develop again. In order to accomplish this and other desired results,
however, it will be necessary to amend the existing law on the sub-
ject I, therefore, reiterate my recommendation contained in pre-
vious annual reports that there be authorized higher standards of
financial requirements of surety companies writing bonds in favor
of the United States, adequate and satisfactory control of records
pertaining to claims against them, and the number and character of
obligations which they assume in favor of the United States, and
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uniform procedure with respect to the forms of bonds taken by the
various departments and establishments of the Government. It is
urged that such revisions of the existing law as will meet these
requirements as they exist to-day shall have the careful consideration
of the Congress. :

OTHER SUBJECTS OF IMPORTANCE
Federal reserve system and gold movements

In my annual report a year ago I called attention to the desirability
of an early rechartering of the Federal reserve banks. This end
has now fortunately been achieved by the passage last February of
the McFadden bill, one of the clauses of which provided that the
charters of these banks be indeterminate. The unanimity of public
opinion upon the rechartering provision has indicated general public
appreciation of the value of the reserve system to this country.

This value has again been demonstrated during the past year,
during which Federal reserve policy has contributed largely to the
stability of the domestic money market, and has in addition proved a
powerful force for world stability of monetary affairs and trade.
The present transitional stage through which the nations are passing
in their progress toward the return to a gold basis has placed peculiar
responsibilities on the United States as the custodian of nearly half
of the world’s monetary gold. Several of the countries of the world
are once more practically on a full gold ‘standard; others have
adopted various forms of gold exchange standard; and still others
have achieved practical, but not legal, stabilization. This confused
world monetary situation affects our money market in many ways.
Foreign countries have balances here amounting to upward of
$2,000,000,000, which constitute a claim upon our gold reserves which
may be exercised at any time. Foreign loans of many countries and
many kinds are being offered in our market at a rate of over $1,000,-
000,000 a year. Large movements of gold to and from the United
States have continued. For the present calendar year gold exports
and imports, purchases and sales abroad, and changes under earmark
have already totaled more than half a billion dollars. When gold
is earmarked in the United States, or sales made of gold held for
us in foreign countries, it is equivalent to an export of gold from the
United States. The character of these gold movements is shown in
the following table, which is brought up to November 7, 1927, and
also includes the whole of uncompleted movements under way at
that time, '

64761—x1 1927——T ’
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Gold exports and imports or their equivalent in 1927
[In millions of dollars]

Imports or their é_quivalent: Exports or their equivalent :

Imports from— Exports to—- ’
Canada _________________ 53 Brazil . ___________ : 38
Englan@® oo 39 - Argentina___________ - 33
France _ o ____ 21 Germany_______________. 14
Japan . oo 20 Canada e 6
Holland - ______._______ 15 Mexico - ___ 6
Australia ~_.____________ 22 Other countries_._____..__ 9
Chile . 7 Sale of gold held abroad____._ 62
Mexico - _______ —— b Increase in gold earmarked._ 131
Other countries. 12 —_—

Purchased abroad-___ 62, Total oo 299

Total o __ 256

The huge movements of gold which have made up these totals
would, in the absence of offsetting influences, have created serious
disturbance in credit conditions -in this country. But the reserve
banks, largely by the purchase or sale of securities, have so offset
these aold movements that money rates have been unusually steady
durmo the year and the money market undisturbed.

Moreover, Federal reserve policy during the year, as during several
preceding years, has been an important influence in avoiding still
heavier gold movements. By their purchase of $62,000,000 of gold
abroad in May the reserve banks without doubt kept that gold from
coming to this country. Later they were able to dispose of the gold
abroad, which would have been difficult had the gold come here. In

"~ August and September reductions in discount rates relieved some-
what the pressure upon European money markets and probably pre-
vented gold movements to this country, as well as enabled foreign
countries to buy American products more freely.

In this connection it may be interesting to observe that since the
autumn of 1924, when the Dawes plan went into effect and England
and certain other European countries were preparing to return to a
gold basis and were in a position to use gold, there has been no net
movement of gold either to or from the United States, when account
is taken of changes in gold held under earmark. The country’s total
gold stock on October 31, 1927, was $4,548,000,000, compared with
$4,554,000,000 on October 81, 1924. For this result reserve policy
is at least in part responsible, not simply through specific opera-
tions designed to deal with -gold movements, but principally by
‘the pursuance of a larger plan, which has had as its objective the
restoration of the gold standard throughout the world and which has
found expression in the granting of credits to a number of the
European banks of issue, and in a discount and open-market policy
which as far as possible has avoided a rate position which would
attract gold to this country and would put a strain on the European
money markets,
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It is indeed fortunate in this disturbed period in monetary
-affairs, when so large responsibilities for world stability have been
placed upon this country, that we have had in the Federal reserve
system an agency capable not only of exercising an important influ-
enice toward stability in our own money markets, but also of aiding in
financial reconstruction abroad. For financial stability abroad is
almost as important to the American farmer or business man as
stability in our own money market. :

The presence of the Federal reserve system as an agency for
dealing with monetary problems relieves the Treasury from a respon-
sibility which in former days frequently fell upon it. In times of
stress the Treasury frequently had to consider means of relief, such as
advancing the date of payment of interest coupons or the deposit
of gold in the banks. It is a more wholesome situation to have
responsibilities of this sort borne entirely by an agency independent
of the Treasury and devoted solely to the preservation of sound
monetary conditions. : :

Federal farm loan system

The unsatisfactory conditions which developed in some of the
banks of the farm loan system were discussed in my last annual
report. When rumors of these conditions came to my attention it
appeared advisable as chairman ex officio and member of the Farm

. Loan Board to report the situation to the full board.

"In the fall of 1925, upon the order of the Farm Loan Board, special
examinations were directed to be made of certain of the joint-stock
land banks, and these examinations disclosed improper and unsound
practices as well as apparent violations of the law. These dis-
closures were brought to the attention of the Department of Justice,
which department took action resulting in the indictment of some of
the officials of three of the banks. Early in 1926 the assistance of
the Bureau of Efficiency was enlisted and, at my request, a survey
was made by that organization of the oﬂice operations and procedure
of the Farm Loan Bureau.

These steps developed the fact that the regulations of the Farm
Loan Board were defective in many respeets and that the examining
department of the Farm Loan Bureau was inadequate and unable
to cope with this important phase of the situation. The farm loan
act requires that Federal land banks and joint-stock land banks shall
be examined twice a year by examiners appointed by the Farm Loan
Board, and the act creating the Federal intermediate credit banks
prov1des that they shall be examined and audited at least once a
year. With nearly 80 banks in the system, the board was attempting
to make the required examinations with a force of only five examiners.
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As a result, some of the banks were not examined for periods ranging
from 12 to 18 months'and many of the examinations that were made
were superficial. A number of the national farm-loan associations,
of which there are more than 4,600 and through which the loans
of the Federal land banks are made, had not been examined for
several years and some of them not at all. Furthermore, there
was no adequate analysis of examination reports received by the
bureau, important matters covered by them and requiring attention
were neglected or ignored, and in many instances appropriate
remedial action was not taken to correct abuses which had grown up
in some of the banks over a period of years. The staff in Wash-
ington was insufficient to properly handle the business of the bureau,
several important phases of the work were not coordinated or sys-
tematized, and many of the files and records were in unsatisfactory
condition,

At the instance of the Treasury, additional funds were made avail-
able by the Congress to the Farm Loan Bureau during the latter part
of the fiscal year 1926 and an examining division was organized, with
a chief examiner in charge and an enlarged examining staff. The

. rules and regulations of the Farm Loan Board also were revised in
June, 1926, at the instance of the Treasury and .other improvements
in practice and procedure were effected.

As the Treasury continued to study the situation, however, it
became more and more apparent that the action taken by it met the
problem only in part. There continued to be lack of harmony in the
board, as well as confusion and indecision in fundamental matters of
policy, and it was clear that the bureau was not organized or equipped
to meet its large administrative and supervisory responsibilities.

At the last session of Congress there was introduced, at the sug-
gestion of the Treasury, a bill proposing certain amendments to the
farm loan act. The bill provided, among other things, for the trans-
fer to the Treasury of the work of examining the banks of the farm
loan system and the handling of accounting matters in connection
therewith. The purpose of this measure was to make more effective
the supervision of the banks of the system. The matter was con-
sidered by the Banking and Currency Committee of the House, but
no action was taken thereon.

Reorganization.—In the early part of May, 1927, three members
of the Farm Loan Board resigned and Messrs. Eugene Meyer, George
R. Cooksey, and Floyd R. Harrison, directors of the War Finance
Corporation, were appointed by the President as their successors,
taking the oath of office on May 10, 1927, and Mr. Meyer was
designated by the President as Farm Loan Commissioner. The other
members of the board are Messrs. A. C. Williams, John H. Guill, and
L. J. Pettijohn.
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The new members were selected because of their demonstrated
ability and wide experience in the field of agricultural finance gained
largely through the extensive and successful operations of the War
Finance Corporation, which, during the emergency that confronted
agriculture in 1921 and immediately thereafter, made loans aggre-
gating more than $300,000,000 to hundreds of thousands of farmers
through country banks, livestock loan companies, and cooperative
marketing associations. Theéir work with the corporation brought
them into contact with agricultural problems throughout the country,
and it was felt that they possessed the special qualifications required
for the task of improving and developing the administration and
supervision of the farm loan system. Since their appointment, the
board has been functioning harmoniously and the work of the Farm
Loan Bureau has been undergoing a thorough reorganization.
Although much remains to be done, substantial results already have
been accomplished.

With the reorganuatlon of the bureau that is ‘in process, the
Treasury feels that it is not now desirable or necessary to- transfer
the examining and accounting functions from the bureau, but the
enactment of some of the other provisions included in the bill pro-
posed by the Treasury at the last session of Congress, which- were
designed to clarify or correct defects in the act is, it is believed, very
‘necessary.

There has been some public discussion about ‘“Treasury domina-
tion”’ of the farm loan system. This discussion is undoubtedly due
to a misunderstanding of the situation. When conditions exist in the
Farm Loan Bureau, or any other bureau of the Treasury Department,
which require correction, the Secretary of the Treasury would fail
in his duty if he did not immediately take such steps as lie within his
power to remedy them. The farm loan system has rendered a valua-
ble service to the farmers of the country, and everything possible
should be done to preserve its integrity and to maintain it on a sound
basis. The ability of the system to extend and develop its usefulness -
to farmers depends upon its ability to market, in large amounts at
reasonable rates, the bonds of the Federal land banks and joint stock
land-banks and the debentures of the Federal intermediate credit
banks, and this in turn depends upon the manner in which the
operations of the system are conducted and the effectiveness of the
supervision exercised by the Farm Loan Board. The only purpose
of the Secretary of the Treasury has been to improve the adminis-
tration of the system and to see that adequate safeguards are provided
against the recurrence of the unfortunate conditions which resulted,
in considerable part at least, from the lack of proper supervision,
so that the system may continue to grow and increase its service to
the agricultural interests of the country.
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" Federal land banks—During the fiscal year ended June 30, 1927,
the Federal land banks closed 40,921 loans, amounting in the aggre-
gate to $147,560,875. Net earnings for the same period amounted to
$9,372,017.80. Against this amount real estate aggregating $4,393,-
202.08 was charged off, and a portion of the remainder was used to
increase reserve and undivided profits accounts from $12,605,498.71
to $13,342,757.14. The net amount of mortgage loans outstanding as
of June 30, 1927, was $1,130,647,908.835. The amount of farm loan
bonds issued by Federal land banks.and outstanding as of June 30,
1927, was $1,102,196,980. On May 1, 1927, all the outstanding Fed-
eral land bank bonds -issued in 1917, 1918, and 1919, aggregating
$92,800,000, bearing interest at the rate of 414 per cent, and dated
May 1 and November 1, 1917, November 1, 1918, and May 1 and
November 1, 1919, were called for redemption, and at the same time
a new issue of $100,650,000, bearing interest at 414 per cent, was
sold for the purpose of refundmg the called bonds and prov1d1n0
additional funds for current requirements. ~During the year the
loan rate of 3 Federal land banks was reduced from 514 per cent
to 51 per cent, of 4 banks from 514 to 5 per cent, and of 1 bank
from 514 per cent to 5 per cent, so that on June 30, 1927, 8 banks
were on a 5 per cent basis, 3 on-a 514 per cent. basis,vand 1 on a5
per cent basis,
National farm loan associations increased in number during the
fiscal year from 4,664 to 4,667.
The combinedcapital stock of all Federal land banks on June 30,
1927, amounted to $60,574,983, of which $59,060,420 was owned by
national farm loan associations, $672,555 by individual borrowers,
and $842,008 by the Federal Government. The last named figure
is the balance outstanding of the total of $8,892,130 originally sub-
scribed by the Treasury to the initial capital of the Federal land
banks, which aggregated $9,000,000. Under the law, the capital
provided by the Treasury is retired out of the proceeds of stock
‘subscriptions by national farm loan associations. On June 30, 1927,
such capital had been retired entirely in eight of the banks.
Joint-stock land banks—During the fiscal year one joint-stock land
bank was chartered, two were liquidated, one was placed in the
hands of a receiver, and one was being voluntarily liquidated. At
the end of the fiscal year there were 54 joint-stock land banks in
operation, all of the States of the Union being covered by one or
more joint-stock land banks except the New England States, Dela-
ware, Florida, and New Mexico. Since June 30, 1927, two addi-
tional banks have been placed in receivership, reducmo the number
of going banks to 52.
Loans numbering 6,668 were made by joint-stock land banks dur-
ing the fiscal vear in an aggregate amount of $25,725 057
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The combined capital stock of all joint-stock land banks on June
30,.1927, as shown by reports submitted by them to the Farm Loan
Board, was $40,720,485.24; legal reserve, $4,545,538.74; surplus, un-
divided profits and other net worth accounts, $6,759,392.76. The net
amount of mortgage loans outstanding as of June 30, 1927, was
$607,516,796.92, and the amount of farm loan bonds issued by joint-

stock land banks and outstanding on June 30, 1927, was $576,531,200.
Receiverships—Since the close of the fiscal year 1926, three joint-

stock land banks have been placed in the hands of receivers in order to
conserve their assets and protect the interests of all concerned. A re-
ceiver of the Kansas City Joint-Stock Land Bank, with capital stock
of $3,800,000 and outstanding bonds of $44,376,500, was appointed by -
the Farm Loan Board on May 4, 1927, and immediately took charge
of its affairs. The bank did not have on hand sufficient funds to meet
the interest due on its bonds on May 1, 1927, and a short time before
the receivership a number of the officers and directors of the bank

" were indicted in the Federal court at Kansas City, Mo., for alleged
improper conduct in connection with its operations, involving mis-
application of funds of the bank and falsification of its books and
records. The receiver on May 6, 1927, with the approval of the Farm
Loan Board, applied to the United States District Court for the
Western Division of the Western District of Missouri for authority
to issue receiver’s certificates, not exceeding $700,000 in the aggre-
gate, for the purpose of meetlno the interest due on the bonds of the
bank on May 1 and subsequent dates prior to November 1, 1927.

~This authority was granted by the Court on May 9, 1927, and the
receiver issued certificates in the amount of $500,000, all of which
have since been retired. The condition of the bank and its income
did not permit or warrant the receiver to pay the bond interest
falling due on November 1. v

The receiver found the affairs of the bank in a chaotic condition;
and relations with subsidiary or affiliated concerns have complicated
the situation greatly, making it exceedingly difficult for the receiver
to trace the various transactlons and determme the exact condition
of the bank.

The Bankers Joint-Stock Land Bank of Milwaukee, WIS, with
capltal stock of $1,200,000 and outstanding bonds of $15,771,600,
failed to pay the interest due on its bonds on July 1, 1927, and as a
result a receiver was appointed by the Farm Loan Board on that
date to take charge of its affairs. The difficulties of this bank were
due largely to mismanagement. '

.. The Ohio Joint-Stock Land Bank, of Cincinnati, Ohio, defaulted
in the payment of interest die on its bonds on September 1, 1927,
and the Farm Loan Board on that date appointed a receiver to take
charge of its affairs. This bank was one of the smaller institutions
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of the system. Its capital stock was $250,000, while its outstanding
bonds totaled $1,369,300. It had issued no bonds since January, 1924,
and had been virtually in liquidation for two or three years.

In all three cases the receivers have been making every effort to
ascertain the true condition of the banks of which they have charge,
and it is their purpose to make full information available to the
security holders as soon as they are in a position to do so.

" Federal intermediate credit banks—The 12 Federal intermediate
credit banks authorized by the agricultural credits act of March 4,
1923, have been in operation for more than four years. Each bank,
with the exception of that at Columbia, S. C., has a paid-in capital
of $2,000,000, with the right to call upon the Treasury for an addi-
tional $3,000,000 of its subscribed capital. In the case of the Colum-
bia bank, an additional $1,000,000 of capital was paid in by the
Treasury in December, 1926, making its paid-in capital $3,000,000
and the balance of its subscrlbed capital $2,000,000.

" Original advances to cooperative marketing associations from the -
beginning of operations to June 30, 1927, ag reo'ated $201,411,957.86,
while renewal notes totaled $132,430,890. 89 The amount outstandlng
at the close of the fiscal year was $15 520,452.76.

The advances to cooperative marketmo assoclations were distrib-
uted by commodities, as follows:

TobaACCO -’ e $62, 614, 909. 50 | Broomeorn —..___—__. $335, 447. 60
Cotton...____ M, 83,721, 406. 85 | Redtop seed._ oo _. 95, 800. 00
Raisins.___.________. 117, 600, 000. 00 | Olive oil_____________ 107, 520. 00
Wheat____________._ 13, 653,053.33 | Coffee oo __ 708, 500.00
WoOol oo 6,095,101.95 | Hay_ oo 75, 000. 00
Prunes___.____.______ 1, 956, 800. 00 | Grimm alfalta seed___ 163, 054. 39
Canned fruits and veg- . Beans o ___. 50, 000. 00

etableS oo 8, 959, 642, 40 —
Peanuts——————————__ © 565, 530.100 201, 411, 957. 86
Rice_ . __________ 4, 710 191 84

Original rediscounts aooreoated $148,022,039.13 and renewals
$64,496,242.51. The amount outstandlno at the close of the fiscal
year was $49,530,809.95. The corporations ,throucrh which these
rediscounts were made are classified as follows:

Agricultural credit corporations.._ . $96, 323, 406. 84 -
National banks_ _ . e 259, 048. 73
State banks } . e o= 3,466, 598. 03
Livestock loan companies______s_ oo 47, 278, 234. 46
Savings banks and.trust companies.___ o 694, 751. 07

148, 022, 039. 13

As provided in the law, 50 per cent of the net earnings of these
banks each year must be paid into the Treasury as a franchise tax.
For that part of the year 1923 during which they functioned the
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banks paid as a tax $152,271.20; on December 31, 1924, $528,313.30;
at the close of 1925, $508,589.86; and 1926, $413,613.07. The net earn-
ings in these years, based on invested capital, and after providing
substantial reserves, were reported as follows: 1923, 2.7 per cent;
1924, 4.7 per cent; 1925, 4.2 per .cent; and 1926, 3.2 per cent. The
decrease in net earnings reported for 1926 was occasioned by losses,
principally by the Columbia bank; by increased reserves amounting
to $377,734.49 set apart by eight other banks; and by the smaller
spread, as compared with previous years, between debenture rates
and rates charged borrowers. Improper conduct on the part of the
officers of a credit corporation for which the Columbia bank had
discounted a large volume of farmers’ notes contributed to the losses
of that bank.

On June 30, 1927, the surplus, reserves, and undivided profits ac-
counts of the 12 banks aggregated $2,280,731.63.

It is estimated that approximately 141,485 farmers have been
served through the rediscount of their individual .notes and that
995,554 have benefited from the advances made to coopexatlve mar-
ketlm associations.

Throughout the fiscal year the interest rate on loans to cooperative
marketing associations continued at 414 per cent and the rate on
rediscounts_ at 434 per cent. Debentures issued on September 15 were
sold on a 314 per cent basis, and debentures issued on October 15,
1927, bore interest at the rate of 314 per cent per annum and were
sold at par, the lowest rate thus far obtained.

Cotton situation in 1926 —Increased acreage, coupled with unusually
favorable weather conditions during the growing season, resulted in
the production in 1926 of the largest crop of cotton ever grown in
this country. Prices declined sharply as the crop moved to market
and ‘in the early part of October, 1926, the President appointed a
committee consisting of the Secretary of the Treasury, the Secretary
of Agriculture, the Secretary of Commerce, Mr. Eugene Meyer,
managing director of the War Finance Corporation; Mr. A. C.
Williams, then Farm Loan Commissioner; and Mr. George R. James,
‘member of the Federal Reserve Board, to consider the problem with
the view of seeing what assistance could be rendered by the Govern-
ment. The Farm Loan Board cooperated with the committee and
tendered the facilities of the Federal intermediate credit banks.
Mr. Meyer, as chairman of the committee, and Mr. Williams, of the
‘Farm Loan Board, visited the principal cotton growing States and
held a series of conferences which resulted in action looking toward
the formation of credit corporations, with an aggregate capital of
$16,000,000 and having capacity to borrow from the Federal inter-
mediate credit banks a total of $160,000,000, if necessary, to assist
in financing the storage of the surplus for a period of 18 months, or
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until it could be marketed in an orderly manner. These organizations
were intended to supplement the facilities of the cooperative market-
ing associations and other agencies and to provide machinery through
which ‘the resources of the intermediate credit banks could be made
available on a larger scale during the emergency than otherwise
would have been possible. Unquestionably the plan for the forma-
tion of the credit corporations, and the readiness and ability of ‘the
intermediate credit banks to- make advances through them, as well
as through the cooperative marketing associations and other agencies,
running into the hundreds of millions of dollars, were a vital factor in
stabilizing the market and preventing further demoralization in prices.
The very fact that machinery was being set up to take advantage
of the facilities of the intermediate credit banks in & way and on a
scale that would insure an orderly marketing program changed the
psychology of the situation, stimulated freer advances by banks and
other lending agencies, encouraged the owners of cotton to-slow up
on selling, which was going on at a panicky rate, gave greater con-
fidence to buyers at home and abroad, as well as to producers, and
steadied conditions generally by providing more time for the absorp-
tion and better handling of the crop by the normal agencies. In

_ fact, many of those familiar with the situation have expressed the
opinion that but. for the action taken there would have been a further
substantial decline in prices.

Flood situation.—The Federal intermediate credit banks played a
part in helping to meet the problems arising out of the flood condi-
tions in the Mississippi Valley. Following conferences in Wash-
ington with representative business men and bankers from the
flooded distri¢ts, the intermediate credit banks at St. Louis and
New Orleans, with the approval of the Farm Loan Board, agreed to
make advances to farmers in the affected areas, through special
credit corporations organized by the local interests, to enable them
to replant their crops and continue their operations. Special credit
corporations weére formed in Arkansas and Mississippi, each with
$500,000 capital, while in Louisiana plans were formulated to utilize
the facilities of the cotton financing organization, with a capital of
approximately $750,000, which was created in the fall of 1926 to
assist in stabilizing the cotton situation. . Subsequently, at the
request of the President, the United States Chamber of Commerce
undertook to raise among the business men and bankers -of the
country outside of the flooded sections sufficient funds to match the
capital provided by the local interests- and assist in the work of
rehabilitation. The facilities of the intermediate credit banks were
not utilized to a great extent, but the knowledge that their resources
were available in case of need not only facilitated the operations of
the credit corporations but helped to maintain confidence generally.
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It is expected that these credit corporations will continue to function
next year, and that they may make wider use of the privilege of redis-
counting with the intermediate credit banks. :

Federal public buildings program

Program for buildings in the District of Columbia.—In my last report
there was included & statement of some general considerations bearing
on the Federal building program for the District of Columbia. Since

- then study has been continued on this great project, which is neces-
sarily of vital importance to the development of the National Capital.

From a consideration of the placement for such buildings as the
Federal Government may construct under the present authorization,
it soon became evident that the future expansion of the Government’s
housing needs called for a decision as to whether the Government’ s
policy should be aligned with one or the other of two opposing ideas.
According to one of these, Government buildings should be sepa-
rated by locating them in various parts of the District, each building
treated individually, each cresting its own center of activities and
personnel, all depending for interdepartmentdl communication on
the various methods of rapid transit and transportation that play
their part in the equipment of a modern city. Whereas, from the
second point of view, the grouping of new Federal buildings in one
large area under a system of reasonable coucentration interspersed
with open spaces would better serve the Government’s needs. This
department unhesitatingly recommends the latter plan as the means
of accomplishing certain very_definite objectives which include the
following :

1. With the dommatlng position whlch the Capitol Building occu-
pies, and with the White House, the Lincoln Memorial, the Mall,
and the bridge to Arlington in their respective locations, there is set
up a series of isolated focal points of the major plan. In furtherance
of this plan it is proposed to form a connecting link by the establish-
ment of a’ group of buildings worked out with due regard to the
maintenance of a proper relationship to the Mall and to the other
focal points of this portion of the city’s plan.

2. The grouping of the new buildings places them in such relation
to each other that the transaction of public business is facilitated. .

3. In rec¢laiming the south side of Pennsylvania Avenue, the
opportunity is presented to dignify that thoroughfare as an important
artery between the Capitol and the White House; and by the reha-
bilitation of B Street; a second important line of circulation is created
connecting the Capitol with the Lincoln Memorial and the bridge
to Arlington.

" 4. The proposed grouping gives recognition to the plan of L’Enfant,
and accords with steps heretofore taken by officially appointed com=
missions in furtherance of that plan. ,
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To give assurance that the solution of the problem in hand would
be conceived with breadth of vision and a thorough recognition of
all the elements involved in it, advantage has been taken of the
provisions of the act of May 25, 1926, permitting the employment
of advisory technical service. Five nationally known architects
have been retained to act with the Supervising Architect’s Office in

giving direction to the problem for Federal buildings in the District . -

of Columbia. By this means, and with a keen appreciation of the
importance of the task which Congress has entrusted to the Treasury
Department in placing this building program under its supervision,
a general plan has been devised for a group of buildings. As now

proposed, it looks to the acquirement by the FFederal Government -

of the entire triangle of land bounded by Fifteenth, B, and Sixth
Streets and Pennsylvania Avenue. Given the present authoriza-
tions for the construction of three buildings for the Department of
Commerce, Internal Revenue, and National Archives, respectively,
and the very obvious necessity for relating these buildings to other
future buildings which are even now needed to eliminate rental
charges and temporary housing of -a very unsatisfactory character,
the general plan as developed gives opportunity for the pilacement
of eight other Federal buildings in an orderly and related way in
addition to the three now authorized.

-In the composition of the general layout great care has been exer-
cised to avoid overconcentration in the socalled triangle area. With
a grouping of public buildings which are to be used for the purposes
in view, there is a real problem involved in avoiding congestion of
traffic incident to the assemblage of the large number of people em-
ployed in the buildings and those coming to this area for the transac-
tion of business. The difficulty in question is avoided by introduec-
ing into the scheme a.large open plaza which not only serves the
purpose of opening up the general plan, but also forms a major point
of interest when treated with planting and framed with monumental
buildings. In further extension of this principle a secondary plaza,
circular in plan, occurs adjoining the first, from which through open-
ings of ample size a vista is obtained between the two open spaces,
bringing into the composition that imaginative element which is so
essential to success in planning a project of this kind. With these
open spaces and a proper treatment of streets and parkways, with
the possibility of subsurface levels for automobile parking, and pro-
visions by which rapid transit facilities and vehicular and pedestrian
traffic may effectively operate, a comprehensive solution of the entire
problem is promised.

In approaching the subject of new Federal buﬂdmos for Washing-
ton the department has not failed to note the opinions of those who
see in such a project a great opportunity for casting aside the estab-
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- lished precedent in architectural forms and following in the wale of
those who see progress only in the employment of new forms and new
relationships of forms; but for the National Capital there are other
considerations involved. The early builders have here set a very
definite stamp on the character of buildings erected for the Federal
Government, and the spirit of this is sufficiently marked to have
becomo a tradition which may not be lightly disregarded. It seems
eminently fitting that the United States Government should cherish
its national inheritance and-should perpetuate in the National Capital '
the general spirit of the architectural character expressed in the best
of the earlier Government buildings in Washington. With this in
view, the new buildings will take on the character of the eighteenth
century adaptation of the classic style, secking to maintain such a
measure of difference in the treatment of the several buildings as may
be necessary to obtain a unified 1nd1v1duahty free from the monotony
of a stereotyped repetition.

In carrying on the work of this program conferences have been
held with the National Commission of Fine Arts and the National
Capitol Park and Planning Commission to avoid the possibility of
conflict with related matters intrusted to those commissions. The
layout as described has received the approval of the Public Buildings
Commission, charged with the duty of designating sites for Federal
buildings in the District of Columbia, and the approval of space
allotments to the various activities to be carried on therein.

Program for buildings outside the District of Columbia.—The Sixty-
ninth Congress during the second session inaugurated a new policy
in respect to public building construction, placing upon the Secretary
of the Treasury and the Postmaster General the duty of ascertaining
construction needs throughout the country and submitting to Con-
gress recommendations for appropriations.

The act, approved May 25, 1926, authorized a total of approz:-
mately $165,000,000 to be expended at the rate of not exceeding
$25,000,000 per annum, of which $10,000,000 may be expended in the
District of Columbia.

In order to ascertain building needs throughout the country sur-’
veys have been made of 1,950 places, partly by means of question-
naires and in the most important cases by personal inspection; based
upon which recommendations have been submitted to Congress in a
report which was printed as House Document No. 710, second session.
Sixty-ninth Congress. As the bill in the last session of the Congl ess
carrying appropriations for public buildings failed of passage in the
Senate, only such projects could be taken up as had been previously
authorized and for which approprlatlons had been made in whole or
in part.
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The act of July 8, 1926, made appropriation for carrying out a
_ portion of this program involving (under sec. 83) 69 projects previ-
-ously authorized but for which the limit of cost was insufficient, and
(under sec. 5) 8 additional projects, making a total of 77 projects
exclusive of the District of Columbia. To carry out this work it
was necessary to make a large increase in the technical force and a
lesser increase in the clerical force, which was accomplished with the
assistance of the Civil Service Commission within six months. Of the
17 places enumerated in the act, 69 were included in section 8, of which
23 involve the acquisition of sites. As the titles to only 4 have
been secured, 19 projects are necessarily deferred. Of the remain-
ing 50, there are 6 where the limit of cost is still insufficient, so that
there are only 44 workable projects; the working drawings for
most of these have been completed, and on June 30, 1927, 24 were
under contract, involving $4,006465. It is expected that the remain-
ing 20 will be placed under contract during the fiscal year 1928,
besides the 19 involving acquisition of sites, provided titles to the
sites are secured in time through the Department of Justice.

Under section 5 eight items are authorized, exclusive of the Dis-
trict of Columbia; three are for the purchase of sites only, which
have been acquired; four projects have been placed under contract
involving $899,636; and the eighth project (Memphis, Tenn.) has
been delayed with the intention of securing amended legislation.

Revision of paper currency designs

In former reports reference has been made to the revision of paper
currency designs, which has been before the department for many
years, and to the reasons which prompted the restudy of the whole
situation which was undertaken two years ago. This restudy has
been completed, conclusions have been reached, and new designs are
in process of execution.

The most important of the conclusions reached prov1des for reduc-
tion in size. The present size of currency is 71% by 314 inches.
‘The new size will be 6 by 24} inches. Public announcement of
the reduction in size was made on May 26, 1927. A copy of the
announcement will be found on page 369 of this report.

As the reduction in size will require new engraved work throughout,
the elimination of unnecessary designs will be greatly facilitated and.
correction of the confusion now existing in outstanding currency

" issues will be insured. Current issues present a different design for
each face and back of each denomination of each kind of currency.
For the new issues there will be uniform characteristic designs for
“the face and back, respectively, of each denomination regardless of
the class of currency, with only enough variation in minor details of
the face designs to indicate the class. As an example, the respective
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face and back designs of all $10 bills will be substantially uniform,
whether the bill is a gold certificate or a Federal reserve note, or
 any other kind of currency. The finely engraved portraits executed
at the Bureau of Engraving and Printing will continue to be the
outstanding protective feature against counterfeiting, and the definite
assignment of particular portraits as indicative of denomination will
be the outstanding protective feature against raising of denominations.

Reduction in size is the first radical change in design since the
original issue of paper currency by the Government in 1861. This
step  will prove of very great practical importance, for apart from
important economies in¥production that will be brought about, it
will insure that existing facilities for producing currency will be
able to meet current demands without difficulty, and provide for a
greatly increased output if required.

During the past decade there has been a notable change in the
paper currency outstanding. The normal increase in the population
and wealth of this country has required additions to the circulating
media. At the same time there has been a constant demand for
more bills of the smaller denominations. The change in the paper
currency outstanding between July 1, 1917, and July 1, 1927, may
be appreciated by reference to the following table:

July 1, 1917 July 1, 1927 Increase Per cent

Total gold and silver, money stock.___..._.__ $3, 857, 710, 653 | $5, 398, 836,963 | $1, 541, 126, 310 40
Paper currency outstanding: .

Amount. - oo oo $4, 212, 422,700 | $5, 715,031,422 | $1, 502, 608, 722 35.6

Number of pieces._._. e ememmmemmccaemaan 536, 571, 429 865,301, 312 328, 729, 883 61

Average amount per piece_..._____. - $7.85 ’ $6.80 181,05 113.3

Average number pieces per capita. 5.15 7.40 2.25 43.7

Average amount per capita_..._.._.....__ $40. 44 $48. 87 $8.43 20. 8

1 Decrease.

During the fiscal year 1917 the bureau delivered 514,688,180 pieces
of paper currency. During the fiscal year 1927 the bureau delivered
992,339,984 pieces. Deliveries during 1927 were not all utilized for
issue, a portion being set apart as a necessary reserve under an emer-
gency printing program authorized for{the purpose. Accordingly the
currency in circulation was maintained at a standard fixed several

.years ago, with the result that a large part of paper currency out-
standing is below a ‘standard acceptable by the public only under
- protest. The presence in circulation of worn-out bills or bills
approaching that condition is a constant menace to the security of
the currency, facilitating, as it does, the circulation of spurious issues.
Within its facilities the department has been unable to improve this
condition and at the same time meet increased demands and set
apart during the three-year period the equivalent of three months’
reserves of new notes. To meet the situation which has existed for
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many years and which continues, it became more and more appar-
ent that plans must be considered for increase in production.
Reduction in size will solve all difficulties in this respect and obviate
the necessity for greatly increased appropriations. ~Aside from this
practical consideration, however, other benefits will accrue through

. reduction in size. Convenience of the public will be served through
the greater facility with which the smaller notes may be handled or
carried. A substantial saving in the cost of production will be
brought about, and at the same time it will be possible to improve
the standard of bills in circulation.

It is not possible at this time to state definitely when the reduced-
size bills will be issued. The change involves entirely new engraved
work at the bureau and many changes in the mechanical equipment.
The full program will doubtless extend to the close of the fiscal year
1929, and thereafter only bills of the smaller size will be produced.
It is now believed that the issue of silver certificates of the $1 denomi-
nation in reduced size will be made about October 1, 1928, and that
the issue of all other denominations of all kinds will be made toward
the close of the fiscal year ending June 30, 1929. The program for
reducing the size at present makes no provision for national-bank
notes. Such provision, however, will be made if later it is deter-
mined that national-bank notes shall continue indefinitely after April
1, 1930, as a part of the money circulation of the United States.

The McFadden Act

The legislation, popularly known as the McFadden Banking Act,
became effective on February 25, 1927, three years after its first
introduction in Congress. The bill originated in the Treasury and
its passage was urged by this department throughout its discussion.

The McFadden Act is generally acknowledged as one of the most
significant measures passed during the last session of Congress, and
represents the most important piece of banking legislation enacted
since the passage of the Federal reserve act. It revises the national
banking act in a number of ways, bringing it into conformity with
administrative rulings and .current practice. Its more important
provisions, however, are those increasing the powers of national banks,
making them commensurate with those of State banks, and that
granting indeterminate charters to the Federal reserve banks. The
fundamental purpose of these provisions is to strengthen and per-
petuate the Federal reserve and national banking systems, and in
this lies the great importance of the act.

We have in the United States two systems of banks—State and
National—which enter potentially the same field. They serve the
same class of customers and cooperate in the same clearing houses.
While the State banks are invited to join the Federal reserve system,
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the national banks are the backbone of the system, since they are
required by law to become members. The perpetuity of the Federal
reserve system, consequently, demands that national banks shall
enjoy charter powers coordinate with those of State banks.

Postwar economic conditions developed many changes in the pro-
cedure of corporate financing and in business methods and organiza-
tion, all of which demanded commensurate adjustments in the field
of banking. The State banks, in many States, secured a broadening
of their charter powers soon after the close of the war, and to some
extent Congress also liberalized the national bank act. But the
disparity of competitive opportunity between the two institutions
was sufficiently great to cause many national banks, in recent years,
to withdraw from the national system and take State charters.
Although it is yet too early to judge its full effect (only eight months
having elapsed since passage) the passage of the McFadden Act
has been fully justified as the additions to the resources of the national
banking system have more than offset the losses durmg the three-year
period prior to the enactment of the act.

Because of the controversy aroused, the branch banking pro-
visions of the McFadden Act, giving to national banks intracity
branch banking privileges commensurate with those of State banks
in the same States, were thrown into great prominence. Now that
the bill has become law and is in actual operation, the branch banking
provisions appear in. their proper perspective, and the importance of
other provisions of an equalizing nature has become apparent.

Although the section granting the Federal reserve banks indetermi-
nate charters was added to the original bill as an amendment during
the 1925-26 session of Congress, it is without doubt one of the most
important and significant sections of the act. Coupled with the
similar provision for the perpetuity of national bank charters, it has
placed the entire banking system of the country on a permanent
basis, and outside the field of partisan controversy. With the
charters of the Federal reserve banks now perpetuated indefinitely,
no partisan minority can bring the Federal reserve system to an
end, as might have been possible were renewal legislation necessary.
A majority of both Houses of Congress and the approval of the
President now would be required to terminate the Federal reserve
system, and this could be accomplished only if the country as a whole
were distinctly dissatisfied with the institution. This system which
in so short a life, under such trying circumstances, has proved itself
invaluable, both nationally and internationally, richly deserves the
statesmanlike confidence which Congress showed in assuring its con-
tinuity, and will inevitably further demonstrate its value in our
increasingly complex financial world of the future.

64761—¥F1 1927—8 ‘
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Money cost of the World War to the United States Government

- The last official statement of the money cost of the World War to
the United States Government was contained in the Annual Report
of the Secretary of the Treasury for the fiscal year ended June 30,
1920. After deducting the amount of loans to foreign governments, -
the net cost to that date was estimated at slightly over $24,000,- -
000,000. Since that statement was prepared additional expenditures
have been made on account of the war, which, together with certain
necessary adjustments, have materially increased the amount as esti-
mated up to 1920. - a

For the purpose of a new estimate of ‘the cost of the war, the
“war period”’ has been taken as extending from April 6, 1917, to
June 30, 1921. This is based on a proclamation of the President
dated November 14, 1921, declaring that the state of war between
Germany and the United States officially ended July 2, 1921. It is
not possible to ascertain accurately the exact cost of the war on
account of the fact that it is necessary to deduct from the total
expenditures the estimated normal expenditures of the Government
for the war period, and in some instances it is necessary to esti- -
mate the value of the assets on hand. During the past year the
Treasury has, however, made a detailed analysis of the total expendi-

~ tures of the Government for the war period, as well as of the con-
tinuing costs thereafter up to June 30, 1927. As a result of this
analysis it is believed that a conservative estimate of the net cost
of the war to the United States to that date has been ascertained.

This estimate makes allowances for the estimated normal expendi-
tures under the War and Navy Departments on a peace-time basis,
receipts on account of the sale of war supplies and surplus govern-
ment property, etc., and assets held on June 30, 1921, except the
foreign obligations and the amount due from Germany on account of
reimbursement of the costs of the American Army of Occupation
which are taken as of June 30, 1927. Some of the assets shown as
held on June 30, 1921, have, subsequent to that date, been converted
into cash and covered into the Treasury. The receipts and assets
are credited against the total war expenditures.

It is not believed that the assets representing obligations of foreign
governments and claims against Germany for Army costs should be
listed at their face value, but should be stated at their present value
based upon the average rate of interest the United States is paying
on its public debt. This average rate was on June 30, 1927, slightly
under 4 per cent per annum. The payments, therefore, to be received
under the various funding agreements have been discounted so as to
show their present value on a basis of 4 per cent per annum, payable
semiannually. This amounts to approximately $7,440,000,000, or
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about 60 per cent of the value of these foreign debts based on the
terms of the original obligations. Assuming that Austria and Greece
will settle their debts on the same average basis, 60 per cent thereof or
$30,000,000 should be added to the above. On account of the present
conditions in Armenja and Russia the indebtedness of these govern-
ments has been eliminated from the assets. The total assets repre-
senting foreign obligations are, therefore, $7,470,000,000.

The amount due from Germany on account of reimbursement of
the costs of the American Army of Occupation was on June 30, 1927,
approximately $225,000,000. The United States is to receive

" annually out of the Dawes annuities the sum of 55,000,000 gold marks
until this claim is satisfied. Assuming, therefore, that the United
States will receive on this account the sum of $13,000,000 per annum
for 17 years, the present value of this asset, discounted on the
same basis as the- foreign obligations, amounts to approximately

. $158,000,000.

The continuing costs of the war are the expenses of the Veterans’
Bureau, interest on that part of the public debt of the United States
created as a result of the war, and construction of hospitals for the
care of veterans of the war.

There follows a summary statement showing the net war costs
under the various headings, the details of which will be found in
Table 78, page 642. The war expenditures of the War and Navy
Departments, the United States Shipping Board, and the United
States Railroad Administration, have been submitted to those depart-
ments and establishments and have been approved as herein stated
as fairly representing their war expenditures.

REPORT OF THE SECRETARY OF THE TREASURY

Assets June

Total war costs Receipts %g'a}%z; Net war costs
estimated)
Military activities...ocoooeooeeaiiaaaos $16, 283, 569, 220 | $981, 573, 735 | $452,401, 819 | $14, 849, 593, 666
Naval activities.. ... ... 3,480, 781, 737 , 438, 786 55,000, 000 3, 401, 342, 951
‘War emergency corporations_.........-.. 4,387,600,269 | 487,728,506 | 892, 460, 280 3,007,411, 483
War expenditures under other depart-
ments and war agencies. ... .c..-.coaca- 3, 541, 823, 843 | 446,746,177 | 283,370,479 2, 811, 707, 186

Interest on war debt to June 30, 1927.._.__
Foreign obligations (June 30, 1927) .. __...
Veterans’ Bureau (continuing costs to

8, 116, 343, 095
9, 598, 236, 575

8, 116, 343, 095
384, 306, 169

2, 548, 917, 595
35,119, 622, 144

TUDE 30, 1927) waemem e mememeseeemeee e 2, 548, 917, 595

47,057, 272, 333

9, 153, 232, 578

3, 684,417, 611

I nauguration of the statement of expenditures on the basis of checks
issued - :

It has been realized for some time that a more accurate method

should be devised for exhibiting the detailed expenditures of the

Government in the annual reports than the one heretofore observed.
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Except in the case of the daily Treasury statements the detailed ex-
penditures have been exhibited on the basis of warrants issued.
against appropriations provided by Congress in accordance with sec-
tion 305 of the Revised Statutes. Accountable warrants, so called
because the disbursing officers must regularly account for expendi-
tures therefroin, are issued to place funds to the credit of disbursing’
officers upon the books of the Treasurer of the United States, subject.
to their official check for the payment of Government obligations.
Settlement warrants authorize the Treasurer to make direct pay-
ments to claimants upon settlements of the accounting officers.

Funds placed to the credit of disbursing officers by means of
accountable warrants have been exhibited heretofore as expenditures
during the period in which such advances were made. As a matter
of fact, some of the money in many instances is not actually spent
until the period following the one in which the advance is made,
and, to some extent, not at all, the unexpended portion being returned
to the appropriation accounts on the books of the Secretary of the
Treasury in a subsequent period, which operates to reduce expendi-
tures on a warrant basis for that year. The expenditures on a war-
rant basis, therefore, do not accurately reflect the trend of govern-
mental expenditures since they include unexpended balances remain-
ing to the credit of disbursing officers at the end of the year but not.
expenditures from unexpended balances at the beginning of the year.
It may be stated, however, that the differences between the expendi-
tures on a warrant and check-issue basis are not so material in cases
where the unexpended balances to the credit of disbursing officers
remain more or less constant from year to year.

In the early history of the Government when payments to public
creditors were made by direct Treasury warrant, the warrants issued
during a given fiscal year represented the actual expenditures of the
Government. Subsequently, however, as the expenditures increased
with the growth of governmental activities and it was found im-
practical to make all payments by direct warrants, advances or
credits in round amounts were authorized to be established in favor
of disbursing officers, so that, at the present time the major part of
the general expenditures of the Government are made by means of
disbursing officers’ checks from funds advanced to them upon ac-
countable warrants as stated above. The funds thus advanced are -
placed to the credit of disbursing officers practically as a bookkeeping
expedient, and, to the extent that the unexpended balances of the
funds so advanced vary between the beginning and close of the fiscal
year, the warrant expenditures differ from the actual expenditures
for that year, '

Before the World War these balances averaged about $60,000,000.
On account of the enormously increased expenditures of the war’
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period, which gradually increased until they reached over $2,000,-
000,000 a month, the balances of disbursing officers averaged over
$2,000,000,000 for a long period of time. With the decrease in ex-
penditures, these balances have gradually decreased until at present
the active balances are about $300,000,000 and will probably remain
‘near that figure for some time.

In order to correct the situation described above and- exhibit the
expenditures on the best practicable basis, the several departments
and establishments have cooperated with the Treasury in furnishing
the unexpended balances to the credit of disbursing officers under
their respective jurisdiction at the beginning and end of the fiscal
year 1927, classified by appropriations. These figures, when used in
conjunction with the warrants issued during this year, make it possi-
ble to include checks drawn during 1927 against unexpended balances
of disbursing officers at the beginning of the fiscal year, and to
exclude from expenditures all unexpended balances remaining in
their hands or to their credit at the close of the year. Detailed ex-
penditures on the new basis are shown in Table 3, page 4925.

When comparatlve figures are obtained for expendltures on the
basis of checks issued during the fiscal year 1928, it is contemplated
that the exhibit of expendltures on the basis of warrants 1ssued as
shown in Table 5, page 436, will be discontinued.

ADMINISTRATION AND ORGANIZATION
Changes in Treasury organization

In my last annual report mention was made of the recommendation
of the Treasury for the enactment of legislation to provide for bureau
organizations for the Customs Service and the Prohibition Unit. The
magnitude of the operations of the Customs Service had long since
called for an organization on a basis comparable to that of other major
"branches of the department in order to secure a more effective and
direct supervision of that service. There was equal need for the
creation of a Bureau of Prohibition, with the additional necessity for

- granting relief to the Commissioner of Internal Revenue in order that
he might be free to devote his whole attention to the vast operations
of the Internal Revenue Service. Tn accordance with the law then
governing, he had exercised dual supervision with the Commissioner
of Prohibition over the operations of the Prohibition Unit. By
legislative enactment of March 3, 1927, authority was granted to
carry out the recommendation of the Treasury for the creation of .
these two bureaus and sieps were taken for their organization,
orders being issued effective April 1, 1927, to govern their opera-
tions. Further reference to the organization of these bureaus will
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be found below on pages 113 and 117, and copics of the orders
regulating their operations will be found as Exhibits 33 and 34, pages
340 and 347. o - ‘

By order of June 3, 1927, the Section of Statistics in the Office of
the Secretary (Commissioner of Accounts and Deposits) was changed
to the Section of Financial and Economic Research in order more
clearly to imply the nature of its functions.

By virtue of legislative enactment in the appropriation act of
January 26, 1927, a Division of Supply was established in the Treas-
ury, taking over the functions of the Bureau of Supply and
the Division of Printing, the existence of the latter offices being
terminated.

Following the appointment of new officials to the offices of Under-
_secretary and Assistant Secretary, reassignments of bureaus and
offices and divisions of the Secretary’s office to the administrative
supervision of .the Undersecretary and the Assistant Secretaries
were made on two occasions during the year, as provided ‘in revi-
sions of Department Circular No. 244, of June 7, 1927 (Exhibit 41,
p. 378), and of November 1, 1927 (Exhibit 42, p. 380). Undeér the
revision of June 7 major changes in assignments were the transfer
from the Assistant Secretary in charge of Internal Revenue and
Miscellaneous to the Undersecretary of supervision over the Internal
Revenue Service, and of the Federal Farm Loan Bureau from the
Undersecretary to the Fiscal Assistant Secretary. Changes of
similar importance made under the revision of November 1 were the
transfer from the Undersecretary to the Fiscal Assistant Secretary
of supervision over the Internal Revenue Service; and from the
Fiscal Assistant Secretary to the Undersecretary of the Commis-
sioner of the Public Debt, the Treasurer of the United States, and
the Federal Farm Loan Bureau. : '

Bureau of Internal Revenue

Previously in this report there have been enumerated certain
recommendations for improving the administration of the income
taxes. The special administrative committee that proposed these
recommendations based them on their findings in a comprehensive
survey of the work of the Bureau of Internal Revenue. Certain
portions of their report on this survey that I desire to bring especially
to your attention are quoted in the following paragraphs:

Present status of the work.

The work of the Bureau of Internal Revenue is practically cur-
rent to-day; 99.8 per cent of all returns filed for years prior to 1923
have been closed, and 99.5 per cent of all returns filed for years prior
to 1924 have been closed. All the returns filed for 1923 will be closed
by December 31, 1927. According to the present program, the re-
turns for 1924 will be audited by June 30, 1928, and the 1925 returns
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by September 30, 1928. Seventy-six per cent of the 1926 returns
already are accepted and closed, and 87 per cent of the 1926 returns
will be finally closed by the end of this year. Following a practice
which has recently been adopted, each taxpayer whose return has
been accepted has been notified by the Commissioner of Internal
Revenue. Stated in numbers of returns, the job before the bureau
with respect to returns filed for years prior to 1926 was, on October
14, 1927, as follows:

Number of returns for years 1917 to 1925, inclusive, to be audited as of
October 14, 1927

Number - Number
Year of returns Year of return
512 20,445
736 81,482
1,035 213, 824
1,615 -
1,818 B 011 Y 325,129
3, 662

There appears in the appendix a tabulation showing the results of
the survey, by internal revenue agents located in offices of collectors
of internal revenue, of returns filed for the calendar year 1926.

INDIVIDUAL AND CORPORATION RETURNS
Number of returns filed for the years 1917 to 1926, inclusive

The following table gives the number of individual and corporation
returns (partnership, fiduciary, and other information returns are
not included) filed for the years 1917 to 1926, inclusive. It appears
that the total number of returns has fallen off rapidly since 1923.
‘These figures, however, should be examined in connection with the
second following table, which shows that the number of larger re-
turns—those entailing the greater labor of audit and interpretation-—
has steadily and strikingly increased. '

Years 1040 1040-A 1120 Total

.432,662 | 3,040,228 351,426 | 3,824,316
475,962 | 3,946,152 317,670 | 4,742,693
657,650 | 4,675,101 320,198 | 5, 652, 958
784,511 | 7,253,272 345,505 | 8 383,378
695,607 | 6,162, 818 356,397 | 7,214, 822
730,786 | 6,160,289 | 382,883 | 7,273,052
625,897 | 7,327, 551 308,933 | 8,352,381
607,138 | 6,716,854 417,421 | 7,831,413
830,670 | 3,451,301 430,072 | 4,712,133

1,864,332 | 2, 118,683 470,622 | 4,453,637

7,798,218 | 50,852,339 | 3,791,126 ; (2,441,683

All 1917 returns were forwarded to Washington. All individual
returns for 1918 to 1922 filed on Form 1040 and showing net income,
and all corporation returns were forwarded to Washington. All
individual returns for 1923 showing.gross income in excess of $15,000,
and all corporation returns were forwarded to Washington. All
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individual returns for 1924 and 1925 showing gross income in excess
of $25,000, and all corporation returns were forwarded to Wash-
ington. All individual returns filed on Form 1040 and all corporation
returns for 1926 were surveyed by field forces of Income Tax Unit
under the preliminary audit theory and forwarded to Washington.

There follows a tabulation showing the enormous increase in the
number of returns filed by corporations and the larger individual
taxpayers over the five-year period from 1922 ‘to 1926. A corre-
sponding increase for the future may be expected.

Table showing total number of corporation returns filed in each of the calendar
years 1922-1927, individual returns by size of net income for the same years,
per cent of increase or decrease orver the preceding ycar, and the per cent of
increase for 1927 over 1922 .

é Corpora-
& tion re- Individual returns
A turns
Se oy
P I=E) . . . .
97} & : Net income | Net income|Net income{Net income
33 g lﬁ%"e‘rns?g’ga% $5,000- $50,000~ | $100,000- | $300,000
Income year | &g Sy ’ $50,000 $100,000 | $300,000 | and over
=" o g g & .
81 3 508 5 Is_ |5 [s.]5 5,15 |5.15 [
@ L D kg
1y 28w oo | 5% | 2g (53] 5g |58 |0y 58 |2g 5
a0 Q2 @ K= EQ) Qa EQ’ Q)a E'ﬁ ﬂ)q‘_) EQ Q)a Eq) o P
] g |28% d o8 d (%8| 58|96 |2d| S8 |3G| 88
= 5 |Bod 2 58 | 27 58|23 |s8|2 | 88125 58
[ zZ | 4 A Z a7 |E AT E (AT E A
356,397 ... 6, 136, 570 . ____ 514,537 _.__ 8,717 .. 2,106 ... 24 I ......
382,883 7.43(6,193,270 0.92578, 180{12. 37(12, 000] 37, 663, 494| 65.91] 537118.29
398,933| 4.19(7,072,424; 14. 20'609, 263| 5.38[12,452} 3.77)3,640{ 4.17| 5421 .
417,421 4.63!6,672,650; ~5. 66'675, 607|10. 89|15, 816] 27.02i4, 941 35.74| 774] 42.80
430,072 3.033, 340, 381} —49. 94.800, 152(18. 43(20, 958{ 32. 51|7, 982| 61. 54|1, 578 103. 87
442,251 2.83]3, 227, 674) —3.40/817, 971 2. 22|20, 351|—2. 90/7, 964) —. 23'1,582) .25
Rate ofincreasein
number of re- :
turns filed in
1927 t over 1922,
percentooau ..l .. 24 —47 59 133 278 543

1 For 1927 the figures represent returns filed up to Aug. 31. When all returns up to Dec. 31, are filed
the small decrease, as compared with the calendar year 1926, for the income classes $50,000 to $100,000 and
$100,000 to $300,000 will be overcome,

The manner in which the accumulation before the bureau has been
reduced is best shown by study of the following tabulation which
indicates the balances on hand at the end of the several fiscal periods
from that ended June 30, 1923, to that ended June 30, 1927:

Balances of returns on hand at end of fiscal periods from 1928 to 1927

June 30, 1923_.____ e 3,032, 544
June 30, 1924 2, 430, 044
June 30, 1925 _ e 2,011, 084
June 30, 1926___________ UG 742, 140
June 30, 10027 e 474, 535

In the space of five years the bureau had on June 30, 1927, reduced
the accumulation with which it was confronted on June 30, 1923, from
8,032,544 cases to 474,535 cases, besides keeping pace with the current
returns as they were filed. -
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Statistics of cases remaining open

The following table gives complete statistics for the years 1917 to
1925, both inclusive, of the number of returns audited and the
percentage remaining open:

Percentages of returns for 1917 to 1925 remaining open on June 30, 1927

= Percentage Percentage
Total A Total A

Return years closed g%?:‘f&g% Return years closed zenggx;ﬁg%

todate | T3 oo7 todate | "5 1997
1, 312, 980 0.05 1, 552, 925 0.33
ol 1,274,134 .05 1, 236, 945 2.77
-] 1,498, 590 .08 1, 024, 486 9. 51
1, 642, 268 . .13 573,679 . 33.52

1,471, 218 .14

What is meant by “ current”

It might be well at this time to explain what is meant by “ current.”
In the opinion of the Treasury, the administration of any particular
year is “ current ” when all the returns for that year are, or will be,
audited within a reasonable period prior to the expiration of the

eriod allowed by law for the assessment of additional amounts
ound due or for the refund of amounts overpaid. TFor example, in
the case of a three-year statute of limitation upon assessments the
audit should be completed within two and one-half years after the
returns were filed. During 1927 it will be possible to complete all
the audits for 1923. This is the first time it has been possible to
complete the audit of any year prior to the running of the statute of
limitations for that year. There are to-day less than 22,000 returns
for 1923 in process of audit, and they will be closed by December 31
of this year, while the applicable statute of limitations will not expire
until March 15, 1928. The Treasury is confident that, if given the
necessary cooperation, the returns for 1924 and all subsequent years
will be completed a reasonable period prior to the expiration of the
statute of limitations governing.

Final closing of cases the objective

The responsibility of the Treasury does not end until the amount
of tax properly due has been collected. This responsibility for final
closing is one of the important factors prompting this survey. No
case has been closed finally, from the Treasury’s point of view, until
the tax has been collected and there is no possible opportunity for
reopening.

The effectiveness of closing by the bureau

- The number of cases pending before the Board of Tax Appeals, of
suits pending in the courts, and of claims for refund filed might
well give the impression to persons not familiar with all the facts that
in a large percentage of cases taxpayers must appeal from the decision
of the bureau. But the cases before the board or in the courts or the
subject of refund claims now pending represent less than six-tenths
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of 1 per cent of the cases closéd by the bureau. Closing by the bureau
means a final disposition of the case in 99.4 per cent of the returns—
that is, petitions in only 0.6 per cent of -all the ecases closed by the
bureau have been filed with the Board of Tax Appeals. It is believed
that this fact is frequently overlooked in the various surveys of the
administration of the internal revenue laws undertaken outside of the
department. During the three-year period ended June 80, 1927,
6,289,567 tax-year cases were closed by the Income Tax Unit
alone; 96.5 per cent of these cases were closed prior to the issu-
ance of a deficiency letter. Deficiency letters were issued with
respect to 223,659 tax years (8.5 per cent of the total tax-year
cases). The taxpayers acquiesced with respect to 125,760 tax years
(representing 2 per cent of the total). That is, over 50 per cent of
the cases in which 60-day letters are issued are acquiesced in by the
taxpayers without further action or protest on their part. Agree-
ments in 57,650 tax-year cases were signed and filed by the taxpayers
involved (0.9 per cent of the total tax years). From the standpoint
of cases handled by the Income Tax Unit, 99.4 per cent are closed
without petition to the board. ,

Considering the cases in respect of which deficiency letters had to
be issued, in more than 81 per cent of the cases handled during the-
three-year period the taxes proposed were acquiesced in by the tax-
payer. Petitions were filed with the Board of Tax Appeals with
respect to 40,249 of the tax years closed during this three-year period,
or 0.6 per cent of the total years closed. The following tables present
a suinmary of the above statistics: : :

(a) Disposition of cases by the bureau .

. Per cent
Total number of cases closed during 3-year period..________ 6, 289, 567
Number closed without mailing deficiency letter.____.______ 6, 065, 908 96.5
No action by taxpayer after mailing deficiency letter—__._._.. 125, 760 2.0
Agreements with taxpayer after mailing deficiency letter___. 57, 650 .9
Petitions filed with Board of Tax Appeals ‘with respect to.-. 40, 249 .6
(d) Dispoéition of cases after mailing of deﬁciency letters
Number of deficiency letters mailed during 3-year Per cent
period___ — 223, 659 - 100
No action by taxpayer— .. ___________________ 125, 760 ) 56
Protests, but agreements finally signed by taxpayer_-_ 57, 650 25
Total acquiesced in by taxpayer- - _____.__ 183,410 81

Petitions filed with the Board of Tax Appeals with respect to.. 40, 249 19

The above statistics show conclusively the effectiveness of the
closing of the case by the Bureau of Internal Revenue. Although the
situation concerning the department in respect of the accumulation
before the Board of Tax Appeals is discussed in detail hereinafter,

~ it is appropriate to invite attention to the fact that the number of
cases docketed with the Board of Tax Appeals represents only 0.6
per cent of all tax-year cases closed by the Income Tax Unit during
the three-year pediod ending June 30, 1927, and that 81 per cent of
the deficiency letters mailed are accepted without filing a petition
with the Board of Tax Appeals.
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Analyses and tabulations of the work of the Board of Tax
Appeals in respect of the 19 per cent of the deficiency letters in
which petitions to the board have been filed are given in the appendix.

HXCESS PROFITS TAX CASES PENDING
° . Number of old cases pending

Statements have been made from time to time to the cffect that
there were large numbers of old cases still pending in the bureauy
that taxpayers had found it impossible to close their cases in the
burcau; and that the tremendous burden ‘of the old cases was handi-
capping the bureau severely in its work upon current cases. The
statistics should remove this misapprehension. There are in fact but
3,898 cases in process of audit in the bureau for the years 1917 to 1920.

~ . A statement showing the number on hand for each year, as of
October 14, 1927, is as follows:

1917 o e 512
1918 e 736
100 e 1,035
1920 e 1, 615

Total e 3,898

Estimate of amounts involved

An accurate determination of the amounts involved in the old cases
still pending is impossible. It is estimated, however, that only
$25,000,000 are involved in cases awaiting original audit, that $40,-
000,000 are involved in cases open because of the filing of claims in
abatement, and that about $100,000,000 are involved 1n cases open
because of the filing of claims for refund.

Causes for not closing

An analysis has been made in order to determine why these cases,
small as the number is, are still pending. For the purposes of this
analysis an “original case ” is considered to be one concerning which
the bureau has at no-date in. the past stated a conclusion. All other
cases are “reopened cases,” reopened at the instance of the taxpayer
or by the Government. Under this classification also are included
delinquent returns. A detailed discussion of the reopening of cases
is given hereinafter. The following analysis is submitted solely for
the purpose of determining the status of original cases for the years
in question: O
1917 cases

Total | Original |[Reopened

cases cases cases
Field audit review... 126 0 128
Consolidated returns 249 69 180
Special adjustment 58 1] 58
) IO 33 69 364
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The 69 cases described as “ original cases ” are in the consolidated
returns audit division. The following tabulation indicates the rea-
sons why such cases have not been heretofore closed:

Number held pending determination of affiliations in a single large -case__. 13
Number pending recommendations by the office of the general counsel, or
awaiting opinions by the general counsel 10
Number held pending engineer’s or revenue :agent’s reports______________ 11
Number in the 30-day status - e e 9
Number of foreign steamship companies__.______________________________ 9
Awaiting information from taxpayer __ . oLl 4
Being transferred to field. . 3
Pending review - e 6
Awaiting conference with taxpayer..___.._____ e 1
Memox‘andum, transferring cases to special assessment bemg prepared.__._.._ 3
J918 cases

Total | Original |Reopeuned

CHSES cases cases
Field audit review 234 90 144
Consolidated returns division 323 172 151
Special assessment section. .. 91 | 33 58
O] L L o e e —er——————— . 648 295 . 353

The 295 cases described as original cases are in the three sections
mentioned above. The following tabulation indicates the reasons
why such cases have not heretofore been closed :

Pending compliance with recommendations by the office of the general

counsel or are awaiting opinions to be submitted by the general
. counsel 25

Held pending engineer’s or revenue agent’s reports___ . _______________ 82
In 30-day status —— 36
Foreign steamship companies 23
Held pending determination of affiliations in the case of the M Company_ 1
Audit complete—closing letter being typed__.___.. 13
Bemg reworked in accordance w1th memorandum from acting deputy com-

missioner 3
Receiving original consideration in consolidated returns audit d1v1smn

All cases assigned____ —_— 17
Being forwarded to 60-day file_. oo 16
Awaiting information from taxpayer - 6
Awaiting completion of assembly 6
Being considered under protest of taxpayer 2
Tending conference oo JE 5
Being. reconsidered in accordance with B. T. A. ruling.. 1
Statutory invested capital and income being determined prior to trans-

ferring case to special assessment_________________________ ... 1
Awaiting receipt of taxpayer’s agreement e e e e 4
Awaiting decision of Board of Tax Appeals e 2
Memorandum transferring case to other division being typed..___.____.____ 2
Pending completion of conference report__ e 3-
Closing letter awaiting signature 2
Pending consideration under section 328, cases unassigned.._- ... _____. 15
Awaiting receipt of returns requisitioned from collector 2
Letter being prepared allowing special assessment__..____.___ : 1
Claims rejection—letter prepared—ready for review ..o 1
Awaiting comparatives —— 1
Awaiting legal ruling from rules and regulations____._.___________________ -1
In process of review 2

M

Cases receiving original consideration under Sections 327 and 328_.______ 292
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Below is a tabulation of the pending 1919 cases:

1919 cases
Total - | Origioal |Reopened
cases cases cases
Field aUait 1 VIEW oo oeoooeeeee oo eeae e e ee e omoen 278 115 163
Consolidated returns audit divisioo. .. : e 439 282 157
Special assessment section. ....._ ... ——-- 138 43 96
T EO U 856 440 416,

The 440 cases described as original cases are in the three sections
mentioned above. The following tabulation indicates the reasons
why such cases have not heretofore been closed:

Pending compliance with recommendations by the office of the general

counsel or awaiting opinions to be submitted by the general counsel ____ 25
Held pending engineer’s or revenue agent’s report - 83
In the 30-day statuS— o e 52
Foreign steamship companies —_— 39
In process of audit—cases 1ecently made available as result of receipt of

-revenue agent's report, engineer’s report or legal rulings _ 93

Fraud not present—returned to consolidated section for audit.__________ 3
Awaiting legal ruling... 6
Pending completion of audit of related cases - - 2
. 9

1

9

Pending completion of assembly_._. _—
Being audited under T. D. 4053 recently 1ssued_
Pending. conference ——e -

Awaiting information from taxpayer - 28
Pending review_ e 13
Closing letter written or mailed 63
Pending supplementary conference report 3
Receiving original consideration under sections 327 and 328_ - _ 9

Below is a tabulation of the pending 1920 cases:

1920 cases
- Re-
Total | Original
opened

cases cases cases
Field audit review 324 155 169
Counsolidated returns audit 740 516 224
Special assessment section 238 129 109
Total e PRI 1,302 800 502

The 800 cases described as original cases are in the three sections
mentioned above. The followmcr tabulation indicates the reasons
why such cases have not heretofore been closed :

Pending compliance with recommendations by the office of the general

counsel or awaltmg opmlons to be submitted by the general counsel____ 44
Held pending engineer’s or revenue agent’s report 192
In 30-day status..___________________ - 152
Foreign steamship companies 34
Pending review, typing of closing letters, signature, or in 60-day file.____. 133
Recently made active through receipt of necessary information_.___.______ 95
Held pending settlement of related case 10
Awaiting information from taxpayers e 69
Awaiting revenue agent’s audit — 24

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal-Reserve-Bank of St. Louis



SECRETARY OF THE TREASURY

Pending completion of assembly

Pending conference of completion of conference reports

Awaiting legal rulings -

Pending review

Transferred to other divisions

Outline of substantial accomplisﬁments.

PRODUCTION

The following chart presents in graphic form, for all years subse-
quent to 1917 for whicl information is available, the statistics

showing:

(1) The number of returns clc

ssed during each yéar.

(2) The number of returns on hand at the end of each year.

(3) The additional taxes assessed.
(4) The additional taxes collected.

BACK TAXES ON INCOMES

Number of Relurns Closed, Number on Hand, Additomal Taves Assessed
ond Back Tax Collections, Fiscal Years 1923- 1927, -

(Reporia of Burcav of Internal Revenve)

Thousand Thousand
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COST OF ADMINISTRATION

The expenditures made for administering the internal revenue laws
for the fiscal year 1927 were $32,967,764.17, not including expendi-
tures for refunding internal revenue collections and taxes illegally
collected, which in no sense are administrative expenses. The aggre-

ate receipts of internal revenue for the fiscal year 1927 were
2,865,683,129.91. Accordingly, the cost of operation last year was
$1.15 for each $100 collected, as compared with $1.23 for each $100
collected for the fiscal year 1926, or a reduction of 6.5 per cent.

Approximately 40 per cent of the cost of administering internal
revenue tax laws durinig the fiscal year 1927 was expended in the
auditing of back-year returns. It is not possible for the bureau to
segregate the cost of auditing back-year returns from the cost of
collecting the current year’s revenue, as the work is interlocking to
a vast extent, and the attempt to segregate such cost would require
a very extensive as well as an expensive system of cost accounting.

The cost of collecting the internal revenue averaged very close
to $1.80 for each $100 collected for 10 years prior to the World War.
Following is a statement showing internal revenue receipts and
expenditures, additional assessments, refunds, and number of em-
fEj-ioyees, as well as the relative net cost of collecting each $100 for the
iscal years 1917 to 1927, inclusive. The cost of enforcing the narcotic
and national prohibition acts is excluded.
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INTLRNAL REVENUE BUREAU

Number of Employees, Total,in Bureau and tn
Field;and Cost of Collecting each #100°° of
Revenue, Fiscal Years (921-1927

103

Cg?' " Thevsapde
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- Tdtal employeeq -
$130 — ;
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\
- oo, Employees i Field
....... 10
9
8
Jo Syt Se— 7
T _Fmployees sn Byreau @
5o [ »
.
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3
192t 1922 1923 1924 1923 1928 1927
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Table showing for each of the fiscal years 1917-1927, total expenditures, total
internal revenue receipts, additional assessments from office und field investi-
gations, refunds of tawxes illegally collected, cost of collecting 3100, und num-
ber of employees as of June 30

Fiscal Amolunt ofaddi-| 4 oune of p . Nt;mber
iscal year N ; tional assessments| ost of | ofem-
ended Tota{gz&endl rg‘\?:g{l:an::g;zgts from office and reirl'il:gi?l(;r( taxes | collecting | ployees
June 30— field investiga- Tected $100 as of
. tions June 30
$7,699,031. 08 $809, 393, 640. 44 $16, 597, 255. 00 $887,127. 94 $0. 05 5,053
12,003,214.07 | 3,698, 955.820. 93 29,984, 655. 00 2,088, 565. 46 .3 9.597
20,573,771.52 |  3,850,150,078. 56 123,275, 768. 00 8,654.171.21 .53 14,055
27,037,134, 50 | 5,407, 580, 251. 81 466,889,359.00 | 14,127,098.00 .50 15,848
33,174,309.17 | 4, 595,357,061. 85 416.483.708.00 | 28,656, 357. 95 .72 17,470
34,286,651.42 | 3,197,451,083.00 266,978.873.00 | 48,134,127.83 1.07 17,710
36,501,062, 94 | 2,621,745,227. 57 600, 670, 632.00 | 123,992, 820. 94 1.39 17,613
34,676,688.11 | 2,796, 179,257.06 577,710,044. 00 | 137,000, 225. 65 1.24 15,884
37,266,573.16 | 2,584, 140,268.24 312,667,876.00 | 151,885,415. 60 1.44 15,568
34,9048,483.37 | 2,835,099,892.19 404, 537,468.00 | 174,120,177, 74 123 14,333
32,067,764.17 | 2,865,683,120.91 383,965, 350.00 | 103,858,687.78 1.15 13,211
Total..| 311,134, 683. 51 | 35,262, 635,711.66 | 3,599,760, 988. 00 ’ 793,410, 776. 10

The preceding chart presents in graphic form certain of the data
included in the above tabulation; that is, the relation of personnel to
product, and of cost of collection to each $100 of revenue secured.

p 64761—r1 1927——9
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The total amount of additional assessments and collections result-
ing from office audits and field investigations ($404,537,468) for the
ﬁscal year 1926 is made up as follows:

Income tax : . * §285, 358, 165. 32
Estate tax : 20, 540, 328. 39
Gift tax . 202. 039. 87
Capital-stock tax 7, 800, 434. 54
Sales tax : i 1, 103, 268. 89
Miscellaneous tax . 132, 964. 61
Tobaceo tax __ . . 195, 663. 31
Accounts and collections unit:
Deputy collectors $78, 500, 438. 00
Special squads. 10, 704, 165. 00 -
—_— 89, 204, 603. 00
Total fiscal yeal 1926 404, 537, 467. 93
Similar figures covering the fiscal year 1927 ($383,965 350) are as
follows:
Income tax 2 $278, 095, 961. 24
- Estate tax 12, 539, 645. 83
Gift tax 396, 777, 72
Capital-stock tax : 6, 136, 335. 72
Sales tax 3, 228, 900. 60
Miscelluneous tax : ‘ 59, 530.34
Tobaecco tax 99, 710. 81
Accounts and collections unit:
Deputy collectors 3 $78, 616, 879. 00
Special squads ——— 4,791, 609. 00

83, 408, 488. 00

Total fiscal year 1927 383, 965, 350. 26

It is interesting to note that the total amount of refunds of taxes
illegally collected which were made during the past 11 years, namely,
$793,410,776.10, is approximately 22.04 per cent of the total amount
of additional assessments and collections resulting from office audits
and field investigations ($3,599,760,988) which have been made dur-
ing the same peuod The percentafre of the total refunds made
durmo the past 11 years to the total internal-revenue collections made
durma the same period ($35,262 635 ,111.66) is approximately 2.2 per

cent.
SUMMARY OF OPERATIONS

62 441 683 individual and corporation returns have been filed for
the years 1917 to 1926, inclusive.

906,583 taxpayers have been discovered who had fal]ed to file re-
turns, and collections aggregating $45,885,129 have been obtalned
from them.

Less than one-fourth of 1 per cent of all returns for 1921 and prior
years remain open.

The audit for years subsequent to 1921 is practically current.

1,343,024 offers in compromise were submitted to the bureau during
the perlod 1919 to June 30, 1927, and all have been adjusted but 1,803.

2,214,472 claims have been received during the years 1917 to 1926
1ncluswe and all but approximately 18,000 have been adjusted.

1 Excluslve of $148,867,165.26 deficiency assessments subject to provisions of sec. 274(d)
of riv)enue act of 1924, and secs. 279 and 280 of revenue act of 1926 (Jeopardy assess-
ments

2 Exclusive of $32,704,156.33 deficiency assessments subject to provisions of secs. 279
and 280 (jeopardy assessments) of revenue act of 1926.

-
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GROWTH OF THE BUREAU OF INTERNAL REVENUE

Prior to the year 1918 the greater part of the revenue of the Gov-
ernment was derived from the tax on distilled spirits, liquors, and
tobacco. The tax collected in 1913 was only $344,424?&53.85.

The income tax law was passed in 1913, The provisions were com- -
paratively simple, the amounts involved were not large, and the tax
collected for the next few years averaged $436,137,734 annually. But
when we entered the World War the tax on incomes was greatly
extended in order to meet the greatly increased expenditures of the
Government. . . .

The following tabulation is indicative of the increase in the size of
the undertaking:

Returns filed with and revenue collected by Bureau of Internal Revenue from

1916 to 1920, showing also percentage of increase for years 1917 to 1920 over

1916
= -

: Percentage . | Percentage

Year Rgfgg" increase Revggtuee col increase

over 1916 ' over 1916
1918_..... JO 778, 280 $512,723,287. 77 |.cceencann.n
) 1 ] U I 3,824,316 392 809, 393, 640. 44 58
1018, 4,742, 693 510 | 3, 698, 955, 820. 93 621
1919...... 5, 652, 958 627 | 3,850, 150, 078, 56 658
1920. 7, 605, 539 878 | 5, 407, 580, 251. 81 956

With the increase in the revenue and the returns shown above went
a corresponding increase in the difficulty and burden of the work to
be performed. To get immediately a sufficient number of men with
the proper qualifications was impossible. Many of the best qualified
men were in the war. The bureau had the keenest competition with
private industry in securing such accountants and engineers as were
not actually in the war. We were unable to meet the salaries that
private concerns could pay. Lastly, there were few whose training
and experience had equipped them to meet the novel, intricate prob-
lems presented.

Complexities of the work.

A review of the more difficult and technical tasks thrust upon the
bureau in the administration of the internal revenue laws may be
described briefly.

VALUATIONS

The laws require valuations of all natural resources—mines,
minerals, timber, oil, and gas—in this country as of March 1, 1913,
and also as of the date any of the above property was transferred to
a corporation for stock. The valuation of all tangible property as of
- the same two dates for invested capital and depreciation purposes

was necessary. Valuation of intangible properties, including patents,
copyrights, good will, processes and secret formulas (no precedents
for the valuation of which existed), for invested capital and depre-
ciation purposes was also necessary.
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AMORTIZATION ALLOWANCES

The allowance of a deduction for amortization of war facilities
imposed upon the bureau a unique problem in the determination of
which more than $600,000,000 was involved. This novel allowance
required the determination of such questions as what property is to
be classed as a war facility and the value of the property to the
taxpayer after the war -period. : , o

DEPLETION

The allowance for depletion has the appearance of comparative
simplicity. What is actually involved, however, is the valuation as
of March 1, 1913, or some other basic date, of all the natural re-
sources in operation for profit. Practically all the natural resources
in this country have been valued in the short space of five years.

AFFILIATIONS

Some of the most complex problems in the administration of the
revenue laws are involved in the determination of invested capital of
a closely allied, or consolidated, group of corporations.

The proportions which a single case may assume are brought out by
the case of a certain large corporation, where the assessment letter,
merely showing the mathematical adjustments, covered 2,267 pages,
with 317 pages of exhibits. The difficulty of the questions involved
in adjusting cases is shown by the fact that in 15 recent tax cases
decided by the Supreme Court of the United States 9 have been
decided by a divided court.

A report from several attorneys in the general counsel’s office is
included in Chapter V showing the issues involved in the cases pend-
ing before them. There will also be found in the appendix illustra-
tions of the problems involved in a few typical cases and of the
procedure preceding settlement of a’case. Undoubtedly, many of
the most aggravating complexities will disappear with the final dis-
position of the excess-profits tax cases. New and unforeseen prob-
lems, however, are constantly arising and will continue to do so. We
have not yet reached the difficulties involved in reorganizations, for
example. - :

L3 & * & % & ®

Recent changes in administrative procedure.

Numerous changes have been made from time to time directed
toward increasing the efficiency and effectiveness of the work in the
bureau. A few of these changes are described below:

PRELIMINARY AUDIT

In section 274 (f) of the revenue act of 1926, there appears the
following language: ‘

Sec. 274 (f) * * * If the taxpayer is notified that, on account of a mathe-
matical error appearing upon the face of the return, an amount of tax in excess
of that shown upon the return is due, and that an assessment of the tax has

heen or will be made on the basis of what would have been the correct amount
‘uf tax but for the mathematical error, such notice shall not be considered, for
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the purposes of this subdivision or of subdivision (a) of this section, or of
subdivision (d) of section 284, as a notice of a deficiency, and the taxpayer
shall have no right to file a petition with the board based on such notice, nor
shall such assessment or collection be prohibited by the provisions of subdivision
(a) of this section. .

The purpose of this legislation was to permit the Bureau of
Internal Revenue to correct immediately mathematical errors found
in current year returns. Prior to this enactment no amount of tax
could be assessed in excess of that indicated by the taxpayer, even
though an erroneous amount was plainly indicated, without full
compliance with all of the procedure provided for the assessment of
deficiency taxes.

To obtain the full benefits of this legislation a force of comptometer
operators is assigned to each collector’s office to verify the arithmeti-
cal accuracy of the returns as submitted. This work is done before
the amount of tax to be assessed is listed, in order that the correct
charge may be set up against the taxpayer

This feature of the prellmlnary audit procedure has saved much
time to the Government and has resulted in a more prompt collection
of many millions of dollars.

The comptometer process is, in fact, the so-called prehmlnary audit,
but the term “preliminary audit ” is directed at this time to a w]der
range of effort. To-day it means also *job selection.” This means
that instead of looking upon the job for a current year as an intensive
audit of all returns filed, the appropriate representatives of the unit
(revenue agents) familiar with local conditions, and who in many
instances have conducted investigations of the taxpayels for prior
years, now survey all the returns “that are to be forwarded to Wash-
ington for the purpose of segregating them into the following classi-
fications: “Accepted,” “ Office audit,” and “ Field audit.”

A case marked for “Field audit ” is one which, based upon the
experience of the agent making the segregation, ought to be carefully
examined at the books of the taxpayer “The previous history of the
case, deductions which are not properly explained, or a tax result not
in harmony with that which ought to have been reached upon the
basis of the income statement, having in mind the particular territory
and industry involved or other similar circumstances, will determine
whether or not a case is to be investigated in the field.

A case marked for “Office audit ” is one with respect to which it
appears to the agent that it might be beneficial both to the taxpayer
and the Government to have the taxpayer called at the proper office
and discuss certain features which are not clearly explained upon the.
return.

The value of the office audit work (although considerable revenue
is derived from the work) is educationalin that taxpayers with whom
items not sufficiently explained are discussed, will benefit in the
opportunity thus presented to learn the manner in which the items
questioned should be presented in subsequent years. ThlS, of course,
means a saving to the Government in subsequent years’ audit.

The. accepted ? return is the return which, in the opinion of the
revenue agent, reports the tax result to be loglcally expected upon
the basis of the income figures.

Approximately 75 per “eent of all returns which under the regula-
tions of the department are forwarded to Washington are marked ,
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“accepted ” by revenue agents. It is reasonable to expect that this
ratio will increase as the laws are simplified and taxpayers become
better acquainted with the laws.

As a consequence of t)%le preliminary audit, the bureau, within a few
months after the returns of the current year have been filed, has
selected as the job of the Income Tax Unit for audit about 25 per cent
of the returns, and 75 per cent have been closed. The confusion inci-
dent to an attempt, under the lengthy procedure previously followed,
to handle the great number of returns has been eliminated, and the
job is found to be an intensive audit, not of 1,200,000 returns, but
of 600,000 returns, ’ B

During the fiscal year ended June 30, 1927, there were examined
in ‘the field divisions 688,816 tax years. The Bureau of Internal
Revenue should be developed and organized as so to handle within
two years all the audits for the current year.

DECENTRALIZATION

Perhaps the outstanding change in policy from which more benefits
to the bureau were derived and, as a consequence of which more
progress was made upon the audit than from any other, is the change
which definitely established in the field offices the basic audit activity
of the Bureau of Internal Revenue. :

For several years the bureau undertook what was called a “desk”
or “correspondence” audit. The results of that audit were never
satisfactory and in practically every case, where a deficiency in tax
was proposed, after the lapse of long periods, it had to be referred to
the field. As a consequence of the policy of having the initial
action in all audits taken in the field, the department eliminated the
waste of time that had theretofore resulted.

Decentralization has resulted as well in benefit to taxpayers, par-
ticularly in permitting an opportunity to discuss -their cases with a
representative of the bureau at their place of business or at their
home. It has saved both the taxpayer and the Government money
and time. It has resulted in a better understanding on the part of
the taxpayer of the tax laws and of the purposes of the audit.

A striking benefit of decentralization of audit is observed in the
savings that have been effected for the Government in the considera-
tion of refund claims filed by taxpayers. It frequently occurs that
in the course of an examination of the books of the taxpayer and of
the circumstances upon which the taxpayer depended for refund,

. compensating changes favorable to the Government have been made,
with the resuit that the taxpayer, while maintaining the contention
the basis of the claim, is not entitled to a refund. If these claims had
been considered in Washington and no thorough investigation of the
books conducted, they would have been aliowed. During the fiscal
vear ended June 30, 1927, consideration in the field of refund claims
of the face value of $47,600,000 resulted in recommendations for the
rejection of about $28,000,000 and the allowance of about $7,600,000.
It is interesting to note that as a result of these investigations the
bureau also recovered additional taxes aggregating over $11,000,000.
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ABOLISHING CLAIMS SECTICN

Prior to the year 1922 a section designated the claims section han-
dled the adjustment of all claims. It was separate and distinct from
the audit section and had no direct relation to the audit of returns.
An audit of a case might be under conduct in a separate unit and at
the same time a claim might be on file in the claims section. In Janu-
ary, 1922, the claims section was abolished and the consideration of a
claim became an incident of the audit.

'ABOLISHING SPECIALIZATION IN AUDIT

Until March 21, 1924, the policy was followed of maintaining audit
units specializing in the audit of cases involving manufacturing, trad-
ing, finance, public utilities, etc. L ‘

On the date above referred to specialization in audit was abolished
and audit units were developed based upon a geographical outline.
This arrangement was more in harmony with the needs of the public,
and developed a better understanding between the field forces and
the audit units in Washington.

CONSOLIDATION OF OPERATING UNITS

~ A constant and orderly policy has been pursued to eliminate exces-
sive overhead and to bring under one management related undertak-
ings. During the early history of the Income Tax Unit many inde-
pendent units were established. It appeared that specialization was
necessary to handle the task. There was an inventory section, an
amortization section, a claims section, an independent review division,
and other special units to handle particular problems. This neces-
sitated a constant transfer of cases, with an accompanying loss of
time and of files. In the rearrangement and reduction of the units
there is a concerted and continued move to correct this unsatisfactory

condition. .
SENDING THE MAN TO THE JOB

The policy of sending the man to the job is constantly being pro-
moted. In the early years of the bureau’s history the effort appeared
to be to move the work to the force. However, it became evident that
if it were possible to move the employees to the work much better
results could be obtained. This has proved to be a very sound policy.
An outpost review has been established. Representatives of the gen-
eral counsel’s office have been placed in the audit units of the Income
Tax Unit. By decentralization of the audit the field forces have
become the fact-finding representatives of the bureau. Formerly it -
was customary to attempt to secure all necessary facts by correspond-
ence with the taxpayer. ’

CLOSINGS UNDER THE PROVISIONS OF SECTION 1106 (B) OF THE REVENUE ACT OE: 1926

Within recent months the bureau has adopted the policy of advocat-
ing a closing agreement, under the provisions of section 1106 (b) of
the revenue act of 1926, in cases involving an amount in excess of
$5,000 for any one year. :

Cases closed under such an agreement will not be subject to claim
for refund, with consequent reopening and reconsideration. Neither
can it be reopened by the Government. S
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The bureau hopes to close with final agreements a large number
of the cases now pending for 1922 and prior years. -

During the months of August and September 582 applications
were received. Inasmuch as the average number received per month
is fourteen and one-half times the average per month from Novem-
ber 23, 1921, to June 1, 1927, it is evident that the new procedure
"is responsible for the increase in the number of requests received.

PROCEDURE WITH RBRESPECT TO JEOPARDY ASSESSMENTS

After the passage of the revenue act of 1926 changes were initiated
in procedure with respect to jeopardy assessments as follows:

(a) No jeopardy assessments are made because of the running of the statute
of limitations. ’ - '

(b) Jeopardy assessments are made (A) where taxpayers are in bankruptey
or where corporations are in dissolution, and (B) in cases where it is necessary
to prevent taxpayers from disposing of their property in an effort to defeat
the collection of such tax as may be due. Instances of this character would
be where it is known or presumed that a taxpayer was intending to leave the
country or where fraudulent transactions were. developed; also where it is
known that the tuxpayer is or intends to dissipate the assets. Usually jeopardy
assessments are made only in cases in which fraud eircumstances are developed.

The audit sections work up the case with appropriate schedules,
attaching thereto a memorandum addressed to the head of the unit
explaining fully the circumstances and basis for the assessments.

The case comes to the oflice of the head of the unit for approval
or disapproval, after which it goes to the proving section for assess-
ment if the jeopardy assessment is approved.

The 60-day letter is held by the proving section for a period of
30 days after the assessment has been made, so that the collector
may advise the head of the unit if his office has secured bonds or
if the taxpayer has made payment of the tax. At the expiration
of the 30-day period the 60-day letter is registered and mailed to the
taxpayer. '

As a consequence of this change of procedure the jeopardy assess-
ments for 1927 were $32,704,000, as compared with $148,867.000 for
the previous fiscal year.

The reasons for making these assessments during the fiscal year
ended June 30, 1927, are as follows:

Taxpayers have not sufficient assets. 25
Under indictment, using mail to defraud 1
Illegal alcohol transactions
Convicted of embezziement e
Disposing of assets
Taxpayer leaving United States —— °
Property in hands of Alien Property Custodian
Serving term in workhouse-
Proof of claim must be filed at once; estate in process of administration__.
Taxpayers transferring assets___ - ——
Question of priority of tax between New York State and Federal Govern-
ment : -
Concealing assets
Offers in compromise
Leaving State
Address unknown

N
oy
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SPECIAL ADVISORY COMMITTEE

The Treasury’s appreciation of the necessity for immediate and
effective relief of the burden now imposed upon the Board of Tax Ap-
peals and the general counsel’s office, after a careful analysis of the
cases contributing to the congestion and of the classes of cases capable
of disposition by administrative action within the Treasury, led to the
establishment in the office of the Commissioner of Internal Revenue
of an agency known as the special advisory committee. In the opinion
of the Treasury the best interests of the Government, of the Board of
Tax Appeals, and of the public demand that every effort be directed
toward practical and effective solutions of the problem. It isexpected
that the committee will render material assistance in the disposition
of cases within the following classes:

‘(1) Cases involving deficiencies of less than $1,000 and not involv-
ing important principles;

(2) Cases involving difficult or technical questions of fact, such
as valuations, rates of depreciation. bad debts, reasonable salaries,
-ete., but not involving questions of law;

(8) Cases in which the deficiency letters were mailed in order to
protect the interests of the Government from the bar of the statute
of limitations;

(4) Cases involving administrative policies in which the interests
of the Government require a change in the policy in force at the time
the deficiency letter was mailed; and

(56) Cases in which the petition was filed by the taxpayer because
of a misunderstanding of the position of the bureau, or on account
of a clerical error in the bureau’s determination.

In the establishment of the committee every effort has been made
to avoid the creation of a new agency to whom the taxpayer may
appeal. If the committee is to function properly, it must do so by
a careful selection of the cases to be considered by them. N¢ tax-
payer should, as of right, be given an opportunity to present his case
to the committee. Nevertheless the taxpayer whose case is before
the committee should be given an opportunity to have a hearing
wherever practical before at least one of the persons by whom the
decision will be made. '

»  The committee is organized into divisions, each division consisting
of three members. Conferees are assigned to divisions to assist
in the expeditious preparation of the ease and in hearing and con-
sidering the arguments of the taxpayer. Upon the conclusion of
the hearing a memorandum is prepared by the conferees and is
routed, together with the case, to the three members of the division.
Each member of the division passes upon the case indiv:idually. If
the recommendations made are concurred in by each of the three
members, or are revised and the revision concurred in by each of
the three members, the case is submitted to the chairman of the board.
If the chairman approves, the case is then transmitted to the Com-
missioner of Internal Revenue for his approval or disapproval. The
final responsibility for the disposition of the case, therefore, rests
directly upon the commissioner. .

_ The committee has not been operating during a sufficient period of
time to permit an accurate prediction based upon its- production

P
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record. The final settlements effected by it (averaging about 260 a
month) have resulted in a rather substantial reduction in the number
of petitions, which would otherwise have required decisions by the
board. As its experience and personnel permit effective functioning,
- the number of cases finally settled without action by the board should
approximate 500 a month. The success of the committee will depend
ultimately upon its ability to bring cases to a settlement promptly,
expeditiously, and satisfactorily, and upon the support and coopera-
tion accorded it.
* * * * * * *
Personnel.

The bureau has been handicapped severely in its administration by
the constant turnover in personnel, particularly of professional and
technical officials; in the Income Tax Unit alone 11,984 appoint-
ments were made during the period from October 1, 1919, to June
80, 1927. There were 11,038 separations, of which 5,178 were highly
trained technical or professional employees.

It is impossible to :estimate the cost to the Government resulting
from the loss of experienced and efficient employees. The figure
undoubtedly runs into the millions. Considering the cost of train-
ing—about one-half of a year’s salary—the turnover in the Income
Tax Unit has cost $13,086,750. And this amount is insignificant in
comparison with the actual cost resulting from the loss of ability,
experience, and judgment. :

The cost of collecting internal revenue taxes for the fiscal year 1927
was $32,967,764.17. There was assessed and collected from delinquent
taxpayers alone—that is, those who failed to file returns—the amount
of $24,568,996. In other words, the revenue secured as a consequence
of the efforts of the personnel (never more than 1,900) directed
toward discovering delinquent taxpayers covered approximately 75
per cent of the cost of collecting all internal revenue taxes.

Bureau of Customs

Customs receipts have continued to increase under the tariff act of
1922, reflecting not only the productivity of the rates in that act but
also the effect of general business prosperity on the merchandise im- -
ports of the country. Receipts from customs and from the tonnage tax,
which are included together under the head “ customs receipts,” were
$605,672,465 for the fiscal year ended June 30, 1927, about $26,000,000
more than in the preceding fiscal year, and $61,000,000 more than in
the fiscal year 1924. The latter year was the first complete fiscal
year of operation of the new rates.

The growth of customs receipts has accompanied the expanding
importations by the country of both dutiable and free goods. This
is shown by the following table giving for the calendar years 1922
1926 the value of total merchandise exports and imports, the value of
imports for consumption distributed by those free and dutiable, and
the proportion of imports entered free of duty:

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



SECRETARY OF THE TREASURY 113

[In thousands of dollars]

Imports for consumption

Merchan- | Merchan- | Excess

° Calendar year dise dise exports (-+), .

exports imports jimports (=) Total F&'ee of Dutiable Pefr cent
uty ree

3,831,777 | 3,112,747 -+719,030 ) 3,073,773 { 1,888,240 | 1,185,533
4,167,493 | 3,792,066 | 375,427 | 3,731,770 | 2,165 145 | 1,566, 622
4,590,984 | 3,600,963 | 981,022 | 3,575,111 | 2,118,168 | 1,456,943
.| 4,909,848 4,226,580 | 683,257 { 4,176,218 | 2,708,828 | 1,467,390
4,808,660 | 4, 430, 888 | 377,772 | 4,408,076 | 2,908,107 | 1,499,969

ERBES
VWO

During the five-year period, the value of total merchandise exports
increased from $3,831,777,000 to $4,808,660,000, and of merchandise
imports from $3,112,747,000 to $4,430,888,000. There was a similar
increase in imports for consumption, both in those free of duty and
those dutiable. The increase in imports free of duty has been
slightly greater than in dutiable commodities, and correspondingly,
the percentao'e of duty-free imports for consumption increased from
61.4 per.cent in 1922 to 66 per cent in 1926. While, therefore, the
increasing customs duties have accompanied the development of
foreign trade, they have not grown as rapidly as the free importations
into the country.

The more important commodities, on the basis of value, which the
United States imports are not the 1mportant commodities producing
customs revenue under the tariff act of 1922. The ten imports of the
United States having the highest value in the calendar year 1926
were crude rubber, raw silk, coffee, cane sugar, paper except printed:
matter, petroleum and its products, paper-base stocks, furs and manu-
factures, wool and mohair, and tin, totaling almost half the value of
merchandlse imports. The imports of crude rubber amounted to
$505 818,000. This represents 75 per cent of the world’s total crude
rubber productlon Raw silk imports reached the value of $392;-
760,000, or 77 per cent of the world’s total production. The
value of imported coffee was $322,746,000, this being 50 per
cent of the world’s total production. Only two of the com-
modities listed above, cane sugar and wool and mohair, are
among the leading customs producers. Looking at imports from
the point of view of Government revenue from the tariff, the six
leading customs producers are cane sugar, unmanufactured tobacco,

manufactured wool, unmanufactured wool, manufactures of cotton,

and manufactures of silk. The tariff on these items produced over
half the customs during the calendar year 1926, while the imports of
these commodities were only about 13 per cent of the total imports.

- Important changes were made during the year in the organization
of the service for administering the tariff act. Under the act of
March 3, 1927, creating a Bureau of Customs in the Treasury Depart-
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ment, the activities formerly carried on by the division of customs
and the special agency service (customs) were consolidated and
organized into a bureau. On March 19, 1927, the Secretary of the
Treasury issued an order effective April 1, 1927, prescribing the
duties and functions of the Commissioner of Customs. (A revision
of this order, dated April 12, 1927, is included on page 347 of this
report as Exhibit 34.) In addition to the Commissioner of Cus-
toms there were appointed an assistant commissioner and two deputy
commissioners. The work of the bureau is divided into eight divi-
sions—four legal divisions, the special agency service, legal digest
and records, personnel, and finance. The assistant commissioner has
immediate supervision of the business administration of the Cus-
toms -Service; one deputy commissioner has charge of the legal
divisions and the other deputy of the special agency service.

Almost coincident with the organization of the Bureau of Customs,
the department, with the cooperation of the Bureau of Efficiency,
_completed an important step in the field organization—the classifi-
cation of the field service on the basis of comparable positions in
the District of Columbia as graded by the Personnel Classification
Board. The classification of positions in the field service and the
allocation of employees to their respective grades was made by the
Bureau of Efficiency after studying and working on the project
during the greater part of the year.

The increasing work of administering the tariff act is shown in
the following: tabulation of the number of entries with the Customs
Service for tlie past five fiscal years, classified by kind of entry:

Fiscal year ending JTune 30—
Entries -
1923 1924 1925 1926 1927
Consumption: :
B R 209, 778 206, 154 209, 319 226, 382 246, 257
Dutiable_ 389, 511 416, 469 428, 089 459, 726 486, 274
Informal. _.oooooaoao.o. 145. 151 164, 102 182, 505 196, 036 208, 002
Mail ... - 560, 498 638,773 742,917 768, 811 786, 683
Baggare declarations. ... 284, 644 339, 541 340. 685 383, 607 392,128
‘Warehouso and rewarehouse. 54,100 55,129 58, 983 60, 235 63, 294
Immediate transportation w
praisement .. cooioooiaocuoe 116, 664 124, 898 133,164 144, 664 148,321
Transportation and exportation...... mam—an 101, 196 103, 401 107, 033 117,623 120, 417
Warehonse withdrawals: :
Duty paid. e ceo e ciccacmecaanas 178, 160 205. 807 216, 957 222,097 248, 671
All other. .. 38,232 41, 337 39, 558 38.425 38,677
All other entries 4. 059 7, 247 12,457 27,451 14, 034
Drawback notices of intent - 66, 004 117,757 164,672 192, 070 220, 871
Drawback ontries....ecceemuemocmcomcavaaas 11,021 13,971 21,477 24,388 25,230
Total 2,159,018.1 2,434,586 | 2,658,746 | 2,861,513 | 3,000,859

Although the tariff rates apply only to merchandise subject to
duties, all merchandise, whether free or dutiable, must be entered
and cleared through the customs service and subjected to a sufficient
examination to determine its character and customs. classification.

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



SECRETARY OF THE TREASURY 115

The total entries in the above table show the amount of work in-
volved, the various classifications of merchandise entering the coun-
try, and the changes in such work from year to year. The total
entries have increased at the rate of approximately 200,000 a year.
The entries of dutiable imports for consumption have also increased;
from 1926 to 1927 the increase was relatively greater than that for
the total entries. Other entries of incidental interest are the baggage
declarations, the growth in which reflects the very substantial gain
made in ocean travel, and entries of mail, which are indicative of
the use made of this method of shipping merchandise.

A serious administrative problem which is developing is the
steadily increasing volume of automobile traffic across the northern
border. This traffic consists not only of tourists but also of many
travelers returning from European countries who land at Canadian
seaports and later enter the United States. The facilities for the
inspection of automobiles and baggage are woefully inadequate, such
inspection in many instances having to be made at the side of the
‘roadway, with no protection from the weather. Such conditions
not only result in great inconvenience to the traveling public but
endanger the revenue. As the Immigration Service has a similar
problem along the border, this department asked the Department of
Labor to have representatives of the Bureau of Immigration cooper-

" ate with the Bureau of Customs in a study of the situation with a
view to developing plans for a uniform type of building and facilities
for use of Immigration and Customs Services on highways crossing
the international borders. The plan contemplates the provision of
suitable office quarters for both services and facilities for the inspec-
tion of automobiles sheltered from the weather and off the main
highway in such a manner as to avoid traffic congestion. Repre-
sentatives of the respective bureaus concerned are now engaged in
an investigation of the problem.

The agenda for the International Economic Conference held at
Geneva, Switzerland, in May, 1927, included varicus phases of cus-
toms administration and procedure as a subject of major considera-’
tion and discussion. An official of the Customs Bureau was desig-
nated to represent the Treasury Department as an adviser to the
American delegation. The conference convened on May 4 and con-
cluded its work on May 23. Among other things, the resolutions
adopted by the conference favor the principle of “equality of treat-
ment ” and the “unconditional most favored nation clause” in the
levying of import duties. Recognizing that frequent tariff changes
cause uncertainty in trade, the resolutions urge “tariff stability.”
The conference went on record in opposition to direct and indirect
subsidies and export duties and restrictions. As the United States
levies no export duties, and as the principle of equality of treatment
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was strictly followed in the framing of the present tariff law, there
is but little in the resolution not in harmony with the tariff policies
and administration of the customs laws of this country.

Coast Guard .

During the fiscal year 1927, persons saved or rescued from posi-
. tions of peril numbered 3,313, being 276 in excess of the correspond-
ing number in the preceding fiscal year, 1926, and exceeding all
-previous records since the present organization of the Coast Guard.
The total number of instances of assistance rendered during the
year was 5,508, also the largest in the history of the service, and
exceeding last year’s record by 677. The value of vessels assisted,
including their cargoes, was $37,801,357, being $14,783,848 in excess
of last year’s figures and largely surpassing the record of any one
_year since 1923. There were 14,496 persons on board vessels assisted
as compared with 15398 for the fiscal year 1926. There were 136
derelicts and other obstructions to navigation removed or destroyéd,
exceeding last year’s number by 35. Persons in distress cared for
numbered 899 as against 490 during the fiscal year 1926.

There were 1,788 vessels seized or reported for violations of law.
during the year, being 99 less than in the preceding year. In the
interests of the enforcement of the laws of the United States 68,223
vessels were boarded and examined in the course of the year by the
agencies of the Coast Guard. This exceeds last year’s number by
15,143. It is again gratifying to be able to record that the service
operatlons against smuggling, heavy and onerous as the duty is,
have in no way diminished, 1mpalred or disturbed the accustomed
humanitarian work of the Coast Guard.

For many years the Coast Guard has taken an active part in ren-
dering assistance upon occasions of storms and floods in various
parts of the country. The service agencies have gone into the
stricken areas and removed imprisoned dwellers to places of safety,
rescued victims from dangerous situations, furnished food and water
to those threatened with famine, saved household goods, livestock,
and other property from destruction, and rendered countless other
services. Three notable instances of the kind occurred during the
fiscal year 1927. First, the Florida hurricane in September, 1926
second, the Illinois RIVGI‘ Valley flood in October and November,
1926; and third, the Mississippi Valley flood in the months of April,
May, and June, 1927. The Coast Guard rendered important relief
services in all three of these calamities, and the record of the work
of the officers and men of the service on these occasions forms an
intensely engaging chapter in the history of the Coast Guard. In
the Mississippi Valley flood; particularly, the work was of immense
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- magnitude, almost beyond human reckoning, and of the most heroic
order. The Coast Guard threw into the flooded areas 674 officers and
men and 128 vessels and boats, and removed from positions of peril
to places of safety nearly 44,000 persons and saved from drowning
more than 11,000 head of livestock. It would be almost impossible
to enumerate all the items of service rendered by the Coast Guard
personnel in this overwhelming disaster, or to estimate the value of
the work accomplished. The entire personnel of the Coast Guard
engaged in the relief work on the occasions named deserve the highest
praise. '

The enforcement by the Coast Guard of the customs laws of the
country and the laws relating to navigation and motor boats was
attended during the year with satisfactory results. The general en-
forcement of the customs laws by the service is annually supple-
mented by the stationing of harbor cutters, or launches, at the prin-
cipal ports to assist the customs authorities in boarding incoming

_vessels and in performing other customs duties. Assistance was also
rendered, as needed, to other branches of the public service in the
enforcement of the Federal laws.

The law-enforcement work of the service has continued to bring
excellent results. The Coast Guard has entirely eliminated the once
notorious rum row. The service continues to give unremitting atten-

- tion toward preventing the reestablishment of that menace on our
coastal waters, and to those foreign vessels that endeavor to transfer
their cargoes of liquor, many miles at sea, into domestic craft or try
to enter our greater ports with their contraband cargoes, hoping to
escape detection in the large volume of legitimate traffic. The fact
that the Coast Guard must now search diligently to find the rum-
running vessels, a- number being undoubtedly engaged in the traffic,
necessitates extensive scouting operations over wide sea areas, which

, really occasions a greater burden and responsibility upon personnel
and ships than was the case when rum row existed and the forelan
liquor vessels anchored in groups near our shores.

Prohibition law enforcement

Under the act of March 3, 1927, creating a Bureau of Prohibition
and a Bureau of Customs in the Treasury Department. there have
been new bureau organizations established in charge of the Commis-
sioner of Prohibition and the Commissioner of Customs, respectively.
The supervision of the Coast Guard, Bureau of Prohibition. and
Bureau of Customs has been retained under one Assistant Secretary
in order to maintain that close coordination between the three serv-
ices that is essential to effective enforcement of the prohibition laws,

The operation of the division of foreign control has placed at the
disposal of all three services, particularly the Coast Guard, shipping
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information that has been a major factor in breaking up the so-called *
rum fleet on the coast. This division has been very effective in
securing information relative to miscellaneous cargoes, and smuggling
by sea has become expensive and hazardous.

The decentralized administration of the enforcement and permis-
sive features of the national prohibition act have been maintained in
the new Bureau of Prohibition and much has been accomplished in
the strengthening of decentralized administration along the lmes of
uniformity of practice.

The past year has seen an improvement in the permissive control
of industrial alcohol and other intoxicating liquors and a consequent
tendency to development of the illicit manufacture of liquor. Many
large illicit distilleries, employing grain and corn sugar as raw mate-
rials, have been destroyed and the administrative districts are giving
more of their attention to the climination of these large-scale moon-
shine operations.

The control of the manufacture and illegal disposal of hecr of an
alcoholic content greater than one-half of 1 per cent has greatly
improved through the special attention given by the administrators
to the brewery permit work. There has been a noticeable develop-
ment, however, of the manufacture of beer from malt sirup and wort
in illicit breweries not covered by a permit of any character. This
illicit so-called alley brewery has come into existence in a manner
somewhat analogous to the moonshine alecohol plant, both characters
of violations following improved control of permit breweries and
alcohol plants.

Each district has formed special conspiracy squads to work on
major conspiracy cases involving violations of the national prohibi-
tion act, and many important alcohol and beer cases have been
reported to the Department of Justice during the past year. The
enforcement work of the districts is being continually directed to get
at the sources of supply and the financidl backers of these commer-
cially organized illegal operations.

The following table of seizures under the prohibition act epitomizes
in concrete form the results of improvements in these various law-

enforcement activities:
Prohibition seizures

.

Dis- ” Still Fer- Autos
tilleries | SIS .| worms | menters | seized | ATTeSts
June, July, August, 1926 .. o oooeraoon.n 2, 660 2,201 1, 400 33,022 1, 694 14, 328
June, July, August, 1927 4,029 4,323 2,325 52,792 1,872 19, 275
Increase . ioceeaoaa. ce 51 88 66 .59 10 34
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Narcotic law enforcement

Enforcement of Federal narcotic laws has vigorously continued.
Special attention was given to the problem of apprehending those
persons engaged in large-scale operations with respect to illicit drugs
with the result that while there has been a decrease in the number of
cases reported for prosecution, a larger proportion of convictions has
been obtained, together with a substantial increase in the total
length of sentences imposed, notwithstanding the decreased number
of cases reported for prosecution. During the latter part of the
fiscal year the United States Supreme Court sustained the consti-
tutionality of one of the enforcement provisions of section 1 of the
Harrison narcotic law, as amended.

A comparatively small quantity of those narcotic drugs lawfully
imported and afterwards manufactured in this country is diverted into
illegitimate channels. Narcotic drugs that are unlawfully intro-
duced into this country form the chief source of supply of the non-
medical addict. The vast and varied commerce through the principal
seaports of our country, particularly along the Atlantic seaboard,
malkes possible the clandestine introduction into the United States of
quantities of illicit narcotics under the guise of legal merchandise,
or hidden in personal effects of members of crews. . .

Public Health Service

Reports to the Surgeon General indicate that health conditions
throughout the country were unusually favorable during the fiscal
year ended June 30, 1927. However, the record for the calendar
year 1926 was not so favorable. The general death rate increased

. slightly over that for 1925, and the infant mortality rate also in-
creased. These increases were due, largely, if not entirely, to the
epidemic of influenza which occurred during the winter and spring
of 1926. No human plague occurred in the United States during
the fiscal year ended in 1927.

In addition to the information regarding the prevalence of quaran-
tinable and communicable diseases in the United States which is
required to be given to foreign governments by international agree-
ments, there has been an increasing interchange of sanitary informa-
tion between the Public Health Service and the Pan American
Sanitary Bureau, the Health Section of the League of Nations, and
the International Office of Public Hygiene.

The experiment of examining prospective immigrants in the country
of origin, which was begun during the preceding fiscal year, continued
during the fiscal year 1927 and apparently proved very successful.
Early in the fiscal year this work was extended to Copenhagen,
Denmark; Berlin, Bremen, Cologne, Hamburg, and Stuttgart,

64761—r1 1927——10
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Germany; and Bergen and Oslo, Norway. Later in the year it was
inaugurated at Goteborg and Stockholm, Sweden; and Warsaw,
Poland. Through representation to the Department of State by the
respective governments, arrangements are being completed to open
new stations at Genoa, Naples, and Palermo, Italy; and Prague,’
Czechoslovakia, early in the new fiscal year.

During the time of the Mississippi flood, an officer of the Public
Health Service was detailed to serve at the national disaster relief
headquarters of the American Red Cross as liaison officer between
the Red Cross organization and the national and State public health
officials. In this capacity this officer was enabled to secure needed
assistance from the United -States Public Health Service and from
State, municipal, and local health departments throughout the
country. From its rural sanitation force the Public Health Service
immediately placed at the service of each of the State health officers
in the flood area a medical officer thoroughly experienced in public
health emergency work and familiar with the localities affected by.
the flood. The value and efficiency, in this emergency, of the officers
trained in the rural sanitation work of the Public Health Service was
sufficient proof of the necessity for continued support of this important
and valuable act1v1t.y
* With the recession of the flood, the problem of providing public
health protection for the mhabltants of the devastated areas during
the period of rehabilitation confronted health officials. At a con-
ference called under the auspices of the American Red Cross a plan
for the establishment of county health units in afflicted areas was
developed, which was believed to afford the best practical means
for the protection of the flood area against epidemic disease during the
rehabilitation period. In addition, its character was such as to
enable the communities to work out a permanent program of health
and sanitation.

Upon the request of the State and local authorities, two medlcal
officers and three sanitary engineers were sent to the disaster area
in Florida on September 21 and 23, 1926, to assist in establishing
emergency public health measures. Adequate measures for the
prevention of the spread of smallpox and other epidemic diseases
were effectively carried out through the medium of State and local
health officials.

Bureau of Engraving and Printing

During the fiscal year ended June 30, 1927, the Bureau of Engrav-
ing and Printing printed and delivered greater quantities of work
than ever before in its history. This was accomplished in spite of
decreases in expenditures and in the number of employees as com-
pared with the previous year. At the same time a new low record
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for spoilage in all classes of currency was established. Such laud-
able accomplishments are numbered among the many  demonstrable
results  of the improvements in administration that were put into
operation during the year. Elsewhere in this volume are enumer-
ated the improvements which contributed to these accomplishments.

Division of Supply

By providing an appropriatien for personnel for the Division of
Supply, the Congress, in the act of January 26, 1927 (44 Stat. 1029),
recognized and approved the central purchasing agency in the
Treasury Department, which had been created by Department
Circular 283, of March 28, 1922, and had functioned for five years
as the “Bureau of Supply.”” The “Division of Supply’ became a
unit of the office of the Secretary on July 1, 1927. In this division
the purchasing work of the department is cons:lidated and coordi-
nated with the accounting, distribution, and traffic duties related
thereto. The chief of the Division of Supply is charged also with
immediate supervision over the work of the General Supply Com-
mittee. - _

Prior to the formation of this central purchasing office these duties
were distributed among various bureaus and offices, in several of
which were distinct organizations doing purchasing work for the
units they served, in most cases without regard to consolidated and
coordinated purchasing power, systematic efforts to effect standard-
ization, or persistent hammering for quantity-purchase or prompt.
payment discounts.

The operations of the division of supply during the fiscal year
1927 are summarized in its report printed elsewhere in this volume.

General Supply Committee.—The General Supply Committee’s policy
of contracting for commonly used items in definite quantities. each
quarter was described in my last report. This plan of procurement
has developed with such excellent results that it has been extended
to include staple food supplies, making possible not only the pur-
chase of such supplies at lower cost but also the inspection of each
delivery, the latter through the cooperation of the Department of
Agriculture. The inclusion of the purchases of the District of
Columbia under the General Supply Committee contracts (as pro-
vided for by section 6 of the act making appropriations for the gov-
ernment of the District of Columbia for the fiscal year 1928) prom-
ises, from work already accomplished, to make possible appreciable
savings, both because of the advantage of the larger volume of pur-
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chases and also because it has been possible to combine certain of
the needs of the District of Columbia with similar requirements
existing in the Federal departments and thus to make contracts on a
definite quantity basis.

War Finance Corporation .

The War Finance Cbrporation, which has been in liquidation
since January 1, 1925, continued to make steady progress in winding
up its affairs. Its charter expires by law on April 4, 1928. The
amount advanced for all purposes from its”creation in May, 1918,
to October 15, 1927, was $690,278,000, of which $685,759,000 has
been repaid. The amount outstanding on the books of the corpora-
tion on October 15, 1927, was $4,407,000. The corporation’s per-
sonnel and operating expenses are being reduced as rapidly as the
condition of its business permits.

Attention is invited to the attached reports of the various bureaus
and divisions of the Treasury Department and to the exhibits and
tables accompanying the report on the finances.

A. W. MELLON,
Secretary of the Treasury.

To the PRESIDENT OF THE SENATE.
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ADMINISTRATIVE REPORTS OF BUREAUS AND DIVISIONS

OFFICE OF THE COMMISSIONER OF ACCOUNTS AND DEPOSITS
Obligations of foreign govermments

During the fiscal year ended June 30, 1927, the Treasury received
on account of the indebtedness of foreign governments to the United
States the sum of $206,089,172.71, of which $45,699,572.81 represented
principal and $160,389,599.90 represented interest. Since the close
of the fiscal year up to November 15, 1927, additional payments have
been received amounting to $10,246,564.00,-0f which $53,424.92 was
on account of. principal and $10,193,139.08 on account of interest.

Payments were regularly received during the year under the terms
of the various funding agreements except the agreement concluded
with the Government of F rance. This last-mentioned agreement has
not yet been ratified by either the French Parliament or the Con-
gress of the United States. France has, however, continued to pay
the interest amounting to over $20,000,000 per annum on the obliga-
tions now held by the United States, received in connection with the
surplus war material sold on credit. It also paid during the year
$10,000,000 on account of its indebtedness to the United States exclu- -
sive of obligations given for surplus war material. The Treasury
applied the amount received as a payment on account of the prin-
cipal of the demand obligations taken for cash advances under the
Liberty bond acts. This payment, together with the interest pay-
ments made during the fiscal year 1927, is practically equal to the
annuity of $30,000,000 that would have been paid under the funding
agreement. if it had been ratified. Copies of press releases embody-
ing correspondence concerning the $10,000,000 payment will be found
as Exhibit 26, page 315.

The following shows the amount of payments received from France
since June 15, 1925, which will be applied toward the annuities due
under the fundlncr agreement upon ratification, and the amounts
specified as payable under that agreement:

Annpuities
Fiscal year P,ZZQ?‘?;’JS under funding
X agreement
1926 - reeeomann $20, 367, 057. 25 $30, 000, 000
1927 ... : O ----| 30,367,057.25 30, 000, 000
Total - 50, 734, 114. 50 60, 000,-000

The Government of the Republic of Liberia, on July 6, 1927, liqui-
dated its indebtedness in full, amounting to $26,000 principal and
‘ 125
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$9,610.46 accrued interest. This indebtedness was evidenced by de-
mand obligations of that Government which were acquired under
the Liberty bond acts for cash advances. Copy of a press statement
issued July 6, 1927, from the Office of the Liberian Consul General
at Baltimore containing a copy of a letter of the Secretary of the
Treasury to the consul general of Liberia regarding the payment and
a statement of the consul general will be found as Exhibit 27, page 316.

The Governments of Italy and Latvia delivered to the Treasury
on May 19, 1927, and May 3, 1927, respectively, their new obligations
provided for in the respective funding agreements in exchange for
the old obligations held by the Treasury. Belgium and Czechoslo-
vakia have not exchanged their obligations, although payments have
been received regularly under the funding agreements. Yugoslavia
has not exchanged its obligations because the funding agreement has
not been formally ratified by the United States. Payments have,
however, been received regularly under this agreement. 5

All of the funding agreements concluded contain a provision allow-
ing the respective governments to pay either interest or principal
due under the terms thereof in any obligations of the United States
issued since April 6, 1917. The Government of Great Britain is the
only one that has refrularly taken advantage of this provision. On
one occasion the Governments of leand and Italy each paid in
obligations of the United States.

There is set out below a statement showing the total payments
received up to the end of the fiscal year on account of the principal
of the funded indebtedness:

In United States obligation )
Total
Country Cash iA&cmg% principztls
nterest to payment
Face amount date of
payment
$4,200,000.00 |cooooecoemmaefooomanaiaaaas $4, 200, 000. 00
6,000,000.00 f....._. 6, 000, 000..00
141, 000. 00 $44, 850 $150. 00 188, 000. 00
35, 723. 62 94, 742, 700 221, 576. 38 95, 000, 000. 00
29,920.50 |- |cenncecaccnaaa 29, 920.
5, 000, 000. 00 5,000,000 |ecvoecmcecnans 10, 000, 000. 00
92,185.00 |-cecuacecacacc)omancanaanaas 92, 185. 00
500,000. 00 Joccoecracmcac]oaann- 500, 000. 00
400,000.00 |-mceeneommca|eiceeeiaan 400, 000. 00
Total -| 16,398,829, 12 99, 787, 550 221,726.38 } 116, 408, 105. 50

There i$ set out below a statement showing the total payments re-
ceived up to the end of the fiscal year on account of interest due on

the funded indebtedness:
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In United States obligations Total
In bonds of interest
Country debtor Cash Accrued ?S&'Eg ?nté
governments Face amount m(rigrtzsgrto funded
interest
payment
Belgium $3, 740, 000. 00 - $3, 740, 000. 00
Estonia. oo eeecaaaa] 175,000.00 |ceceeceecncace]omcacnccaanane 175, 000. 00
Finland____. - 1, 048, 749. 28 $154, 750 $550. 1, 204. 050. 00
Great Britain._.ooooooooii oo 49,761,376.80 | 563,704,400 | 1,939,223.20 { 615, 405, 000. 00
Hungary $43, 555. 50 161, 877. 57 205, 533. 07
Latvia. oooo oo ceaeaan 95,000. 00 |ecacaaoa il 95, 000. 00
Lithuania 224, 775. 00 321,978.39 . .- - 546, 753. 39 .
Poland. 3, 500, 000. 00 [. - . 3, 500, 600. GO
Total oo | 268,330.50 | 58,804,082.04 | 563,859,150 | 1,939,773.92 | 624, 871,336. 46

The Treasury recently issued a publication entitled “ Combined
Annual Reports of the World War Foreign Debt Commission, With -
Additional Information Regarding the Foreign Debts Due the
United States.” This publication combines all of the annual reports
of the World War Foreign Debt Commission as embodied in the
annual reports of the Secretary of the Treasury for each of the fiscal
years ended June 30, 1922, to June 30, 1926, together with additional
data incident to the settlement of the debts ThlS publication makes

“available in convenient form a complete history of the debt settle-
* ments.

During the past year certain unoﬂicml statements were issued rela-
tive to foremn debts due the United States. Some of these state-
ments urged reconsideration with a view to granting more lenient
terms; some suggested outright cancellation, and others indorsed the
G‘rovernment’s policy in funding the debts. In this connection there
will be found, as Exhibits 28 to 31, pages 318 to 336, a copy of a
statement made by Senator Smoot in the United States Senate on
December 22, 1926, replying to a statement issued by certain pro-
fessors of’ Columbla University asking for a joint conference of
debtor and creditors governments to fix the amount of the debts to be
paid; copy of a letter dated March 15, 1927, from the Secretary of
the Treasury to Mr. John Grier Hibben, president of Princeton Uni-
versity, replying to a press statement issued by certain members of
the faculty of that university, indorsing the statement issued by the
Columbia professors and urging reconsideration of the debt settle-
ments; copy of a note from the British Government commenting
upon the Secretary’s letter to President Hibben; and copy of a
reply made by the Secretary of State, together with copy of the
press statement released by the Secretary of the Treasury on May 5,
1927, commenting upon the letter of the British Government.

For a detailed statement of the principal amount of the indebted-
ness of foreign governments.as of November 15, 1927, payments made
on account of the principal thereof, and the interest accrued and
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unpaid thereon as of the last interest payment date prior to or ending
with November 15, 1927, see Table 66, page 628.

" Statement of the payments made up to November 15, 1927, on ac-
count of interest on all obligations of foreign governments held by
the United States, funded and unfunded, appears as Table 67,
page. 629. ‘

The “ present values ” of payments to be received from the several
foreign governments under the respective funding agreements, calcu-
lated a different rates of interest, are shown in Table 68, page 630.

Receipts from Germany .

~ Under the terms of the agreement providing for the distribution
of the Dawes annuities, signed at Paris on January 14, 1925, the

* United States is entitled to receive annually from Germany certain
payments on account of the reimbursement of the costs of the United
States army of occupation and the awards of the Mixed Claims
Commission established in pursuance of the agreement of August
10, 1922, between the United States and Germany.

~ Army costs—The agreement of January 14, 1925, provides that,
out of the amount received from Germany on account of the Dawes
annuities, there shall be paid to the United States, beginning Septem-
ber 1, 1926, the sum of 55,000,000 gold marks per annum, as reim-
bursement of the costs of the American army of occupation. This
annual payment constitutes a first charge on cash made available
for transfer by the transfer committee out of the Dawes annuities,
after the provision of the sums necessary for the service of the
800,000,000 gold mark German external loan, 1924, the costs of the
Reparation Commission, the organizations established pursuant to
the Dawes plan, the Interallied Rhineland High Commission, the
Military Control Commissions, and the payment to the Danube
Commission, and for any other prior charges which may hereafter,
with the assent of the United States, be admitted. The annual
amounts are cumulative and any arrears bear interest at 41, per
cent from the end of the year in which payable, until satisfied.
The United States is also recognized as having an interest, with
respect to any arrears in the annual amounts due on this account, in
any disposition of railway bonds, industrial debentures, or other
bonds issued under the Dawes plan.

Under this agreement the United States is entitled to receive its .
payments at the time any cash is made available for transfer by the
transfer committee. In order to facilitate the operation of the plan,
an arrangement was made during the third annuity year with the
agent general for reparation payments, under which the United
States received its share in monthly installments. The operation of
this arrangement was entirely satisfactory from the standpoint of
the Treasury, and an arrangément similar in character has béen made
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for the fourth annuity year. During the third annulty year, ended
August 31, 1927, the United States received on this account the
55,000,000 gold marks provided for in the agreement of January
14, 1925, or the equivalent of $13,057,939.47. The Army cost account
as of September 1, 1927, stood as follows:
Total Army cost charges (gross), including expenses of Inter-

allied Rhineland High Commission (American department)__ $292, 663, 435. 79

Credits to Germany:
Armistice funds (cash requlsztmn on Ger-

man Government) $317, 509, 605. 97
Provost fines - . 159, 033. 64
Abandoned enemy war material . __._____ 5, 240, 759. 29
Armistice trueks - oo 1,532, 088. 34

Spare parts for armistice trucks__-.._____ 355, 546. 73
—_ 44,797,033. 97

247, 866, 401. 82
Payments received— ]
Under the Army cost agreement of May 25,
1923, which was superseded by agree-
ment of Jan, 14, 1925_________ ——— - $14,725,154. 40

Under Paris agreement of Jan. 14, 1925.__ 13, 057, 939. 47
——— 27,783, 093. 87

Balance due as of Sept. 1, 1927. e 220, 083, 307. 95

Mized claims.—The agreement of January 14, 1925, also provides
_that, out of the amount received from Germany on account of the
Dawes annuities, there shall be paid to the United States, for the
purpose of satisfying the awards of the Mixed Claim Commission
established in pursuance of the agreement of August 10, 1922, between
the United States and Germany, 214 per cent of all such receipts avail-
able for distribution as reparations, provided that the annuity result-
ing from this percentage shall not in any year exceed the sum of 45,- -
000,000 gold marks. The United States is also recognized as having
an interest, proportionate to its 214 per cent share in the part of
the annuities available for reparations, in any disposition of rail-
“way bonds, industrial debentures or .other bonds issued under the
Dawes plan.

During the first two years the bulk of the payments made under
the Dawes plan, except those for the service of the German external
loan, were made in reichs marks within Germany, chiefly for deliveries
in klnd and for the costs of the armies of occupation. This appeared
10 be in accord with the intention of the experts sponsoring the
plan, who stated in their report that, in the interest of currency
stability and to aid the successful inauguration of the new Reichs-
bank, the proceeds of the German external loan should be used
exclusively for financing internal payments, such as deliveries in
kind and that part of the costs of the armies of occupation which
represented expenditures in Germany. In view of the fact that the
United States had no arrangement for accepting payments within
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Germany, its share of the first two annuities was allowed to accumu-
late to its credit on the books of the agent general for reparation
payments until, on August 25, 1926 (practically the end of the second
annuity year) in connection with a cash transfer, the United States
received 14,858,882.24 gold marks, or $3,523,819. Special arrange-
~ ments were subsequently made under which the United States re-
ceived the aggregate of 20,144,639.78 gold marks, or $4,780,952.40,
In order, however, that the United States might realize currently
upon its 214 per cent share, an arrangement was made about the
- middle of the third annuity year with the Government of Germany,
substantially analogous to an agreement for the financing of deliv-
eries in kind. Under this arrangement the agent general for repara-
tion payments, about three days prior to the beginning of each calen-
dar month, advises the finance minister of the Relch of the reichs-
mark credit held by the agent general for account of the United
States and available for payment during the month in question in
accordance with the program established for that month by the
Reparation Commission after consultation with the transfer commit-
tee. Upon receipt of advice from the agent general as to the avail-
able credit for the month, the German Government undertakes to
prevail upon German ﬁrms dellvermo goods or rendering services to
the United States to deposit each month to the credit of the agent
general with the Federal Reserve Bank of New York, out of the
dollar credits arising from said deliveries and services, an amount
equivalent to the credit specified by the agent general. The agent
general then transfers such dollars to the Government of the United
States as payment on account of the 21/ per cent share.
Up to the end of the third annuity year the United States received,
through cash transfers and under the arrangements mentioned, the
~ sum of 58,636,148.82 gold marks, or $13,920,133.66, practlcally ex-
tinguishing the credits due up to that time. Due to the fact that
Congress has as yet enacted no legislation authorizing the payment
of the mixed claims receipts to the claimants, the Secretary of the
Treasury, in order to benefit the fund held for this account, has in-
vested the dollar proceeds in obligations of the United States As
further payments are received they will likewise be invested until
Congress disposes of the matter by legislation. The account stood
as of September 1, 1927, as follows:

Total receipts to Aug. 31, 1927____________ $13, 920, 133. 66
Cost of investments in 3% per cent Treasury

certificates of indebtedness, series TM-1928,

maturing Mar. 15, 1928 $13, 920, 084. 96

Cost of cable charges___.. 11.25
- 13, 920, 096. 21

Balance held in special deposit account )
in Treasury on Sept. 1, 1927___. 37.45
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Railroad obligations

The total principal amount of railroad obligations held by the
United States on June 30, 1927, was $230,484,076.05. During the
fiscal year payments amounting to $69,708,400.42 were received on
account of principal as follows:

Equipment trust notes . $33, 600. 00
Federal control act, section 7 S - 25, 950, 000. 00
Transportation act, section 207___ . 19, 359, 625. 83
Transportation act, section 210. _— e 24, 365,174.59

69, 708, 400. 42

The amounts above set opposﬂ;e section 7 of the Federal control
act and section 207 of the transportation act are the proceeds of
sales during the year by the Director General of Railroads at par and
accrued interest to the date of sale of obligations acquired under the
respective sections of the acts, except a small amount of payments
due carriers for services rendered, which was withheld by the Comp-
troller General and applied to the principal under section 207. For
detailed statement see Table 70, page 631. The principal payments
received on account of loans under section 210 of the transportation
act, amounting to $24,365,174.59, represented payments of $1,191,300
on account of maturing obligations and $23,173,874.59 on account of
payments before maturity. The Secretary of the Treasury has no
authority, according to a ruling of the Attorney General, to sell the
obligations acqulred under section 210. Most of the obligations,
however, contain a provision which gives the carrier the right to
pay them at any time‘before maturity, which has enabled the car-

- riers to take advantage of opportunities to refinance their obliga-
tions at lower rates of interest and thereby reduce the indebtedness
of the railroads to the Government.

On the basis of the Daily Treasury statement, the total receipts
on account of railroad. securities for the fiscal year were $89,737,-
958.98, of which $69,708,400.42 was on account of principal and
$20, 029 ,558.56 on account of interest.

Between J uly 1 and October 31, 1927, receipts on account of obliga-
tions of carriers have totaled $83 202,341.71, of which $43¢000]000
was a payment of principal before maturity and $17,000,000 was on
account of sales made by the Director General of Railroads of obliga-
tions acquired under section 207, $17,327,562.16 represented payments:
by the carriers on account of principal of obligations under section
210, and $5,868,500.57 was on account of interest.

Section 204.—This section provides for reimbursement of deficits
of the so-called “ short-line ” railroads during Federal control. Pay-
ments during the fiscal year on this account aggregated $166,981.57,
making total payments to June 30, 1927, of $10,337,436.84 under this
section. Of this total, $8,418,918.93 was paid to the carriers direct,
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and $1,918,517.91 was paid to thé Director General of Railroads on
account -of -amounts -certified to be due from the carriers to the
President as operator of the tfansportat_ion systems under Federal
control. See.Table 69, page 631. - :
Section 209—This section provides for the guaranty of net rail-
way operating income during the six months’ period immediately
following -the termination of Federal control on March 1, 1920.
During the fiscal year there was paid to the carriers under the pro-
visions of this section the sum of $605,868.15, making total payments,
to June 30, 1927, of $538,323,567.29. This total includes $3,402,-
740.52 due from the following carriers.as of June 80,.1927, in cases
where the certificates made by the Interstate Commerce Commission
were in excess of the amounts actually due, resulting in overpayments
under -the provisions of paragraphs (g) and (h) of this section:

Buffalo & Susquehanna R. R. Cori)oratinn ) $21, 749. 31

Chicago, Indianapolis & Louisville Ry. Co : . 198, 484. 95
Fort Dodge, Des Moines & Southern R. R. Co 69, 065. 55
Great Northern Ry. Co___ ... 1, 329, 785. 98
Minneapolis & St. Louis Railroad Co., Receiver— . . _____ 292, 022. 23
Missouri & North Arkansas R. R. Co., Receiver—______________ 41, 375. 46
Northern Pacific Ry. Co . 1, 320, 241. 73

Oregon Electric Railway Co. (subsidiary Spokane, Portland
& Seattle Ry. C0.) oo~ : - 25, 741. 83
Spokane, Portland & Seattle Ry. Co i 104, 273. 48
Total i . : 3, 402, 740. 52

The carriers in these cases have refused to make payment of the
amounts due to the United States. In some eases the matter is now
in litigation; two cases are in receivership, and in other cases the .
carriers have disclaimed any liability in the matter.

For a detailed statement showing payments made during the fiscal
year to carriers under this section and total of all payments and
advances made, see Table 71, page 632.

~ Since publication of the last annual report the Treasury has been
notified by the Attorney General that no further action can be taken
by the Government to appeal from the judgment of the district
court in favor of the Interstate Railroad Company. '

Section 210.—This section established a revolving fund of $300,-
000,000 to be used for loans to railroads under the conditions set
forth in a certificate of the Interstate Commerce Commission author-
izing each loan. As the period during which the carriers could file
application for loans has expired, it is not anticipated that any
further loans will be made. This fund was made available also for
paying judgments, decrees, and awards rendered against the Director
General of Railroads. The expenditures by the Director General
during the fiscal year for this purpose amounted to $749,182.61,
making total net expenditures to June 30, 1927, of $32,683,781.82."
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For a statement showing the principal amount of obligations held
as of June 30; 1926 and 1927, on account of loans made, see Table
72, page 633.

The following is a list of the carriers in default as of June 30,
1927, on account of their obligations given for loans under thls

“section:

Name of carrier Principal Interest Total - -

Aransas [arbor Terminal Ry.:. $50,000 |- e $50, 000. 00
Des Moines & Central lowa R. R, _. - $19, 005. 00 19, 005. 00
Gainesville & Northwestern R. R, Co.ooooeooooooioi . 75,000 18, 000. 00 93, 000. 00
Minueapolis & 3t. Louis R. R. Co - 309, 767. 00 309, 767. 00
Missouri & North Arkansas Ry. Co cemeenan 564, 652. 82 564, 652. 82
Salt Lake & Utah R R. COnn oo ccamaes 31, 400 130, 892. 00 162, 202. 00
Virginia Blue Ridge Ry. Co 106, 000 6, 360. 00 112, 360. 00
Virginia Southern R. R. Co.....___.__. . 6, 840. 00 6, 840. 00
Waterloo, Cedar Falls & Northern Ry. Co... - 415, 800. 00 415, 800. 00
Wichita Northwestern Ry. Co. 80, 167. 50 | . 80,167. 50

Total 262, 400 1, 551, 484. 32 1, 813, 884. 32

Securities owned by the United States Govermment

The aggregate amount of securities owned by the Government on
June 30, 1927, as compiled from the latest reports received, was
$11,288,039,038.95, as against $11,037,161,411.66 on June 30, 1926, an
increase of $250,877,627.29. A- summary comparison of the holdmgs
at the end of the last two fiscal years is as follows:

June 30, 1927

June 30, 1926

Foreign obligations:
Received under debt settlements.

All other

Capital stock of war emergency corporatlons ....................

Raitroad obtigations......_._.....

Cupital stock of Panama Railroad

$6, 818, 154, 785, 43
4,094, 393, 840. 16

$4, 725, 490, 865. 00
5, 807, 062, 185. 73

Capital stock of Inland Walerways Corporation,
Federal land bank securilies:
Capital stock of Federal land banks

Federal farm loan bonds. .. ... .. .__..._..

10, 912, 548, 625. 59
48,911, 396. 00
230, 484, 076. 05
7,000, 000. 00

4, 000, 000. 00

842,008, 00

Capilal stock of Federal intermediate credit banks ..............

Maiscellaveous securities received by War and

Navy. Depart-

ments and United States Shipping Board. o oeaecocoaoamaaaaaas

25, 000, 000. 00
59, 252, 933. 31.

10, 532, 553, 050. 73
53, 167,076.17
209, 112, 850. 64

7, 000, 000. 00

1, 500, 000. 00

1, 180, 440. 00
60, 495, 000, 00
24, 000, 000, 60

58, 152,994, 12

11, 288, 039, 038. 95

11,037, 161, 411. 66

The principal increases are, in round figures, $380,000,000 in for-

cign obligations and $2,500,000 in the capital stock of the Inland
Waterways Corporation. Principal decreases are $69,000,000 in
railroad obligations, $60,495,000 in Federal farm loan bonds, .and
$4.000,000 net in the capital stock of war emergency corporations.
The increase in foreign obligations is due to the delivery of bonds
under the funding agreements in exchange for the old obligations
held, which bonds included in their face amount the accrued and
unpaid interest on the old indebtedness to the date of settlement.
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The decrease in railroad obligations is due to sales of such obliga-
tions made by the Director General of Railroads and payments
received on account from the carriers. The farm loan bonds pur-
chased by the Secretary of the Treasury under the authority of the
act approved January 18, 1918, as extended by joint resolution ap-
proved May 26, 1920, have now all been repurchased by the Federal
land banks at par and accrued interest, as required by law. Treasury
purchases of these bonds under the authority mentioned aggregated
$195,925,000.

‘A detailed statement of the securities held on June 30, 1927, will

* be found as Table 65, page 626.

Trust funds administered by the Treasury

Adjusted service certificate fund.—During the fiscal year the Treas-
ury continued to make investments for the account of the adjusted
service certificate fund in special issues of Treasury notes and certifi-
cates of indebtedness bearing interest at the rate of 4 per cent per
annum, in accordance with the procedure outlined in the Annual
Report of the Secretary of the Treasury for the fiscal year 1925.

The new investments made during the year were in Treasury notes
and aggregated $123,400,000 face amount. The funds available for
this purpose were an appropriation of $116,000,000 and interest on
investments of $7,400,000, both available on January 1, 1927. Re-
demptions during the year to provide funds for authorized payments
amounted to $14,400,000 face amount ; $23,800,000 face amount of the
one-year certificates of indebtedness held in the investment account
of the fund matured January 1, 1927, and after redemption the
proceeds of the principal amount were reinvested in like obligations
maturing January 1, 1928.

A statement of the condition of the fund as of June 30, 1927,

follows:
Adjusted service certificate fund as of June 30, 1927
FUND ACCOUNT
Appropriations: .
To June 30, 1926 . $220, 000, 000. 00
Available Jan. 1, 1927 116, 000, 000. 00

Interest on investmenfq 11, 565, 172, 56 .

347, 565, 172. 56
Checks issued by Veterans’ Bureau against credits from fund

and paid by the Treasurer of the United States_——_________ 33, 495, 532. 13

Balance in fund June 30, 1927 314, 069, 640. 43

-
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o

FUND ASBETS
Investments:

4 per cent Treasury notes— oo
Dated Jan. 1, 1925, maturing Jan. 1,

1930 $50, 000, 000
Dated Jan. 1, 1926, maturing Jan. 1,
1931 53, 500, 000
© Dated - Mar. 5, 1926, maturing Jan. 1,
1931 70, 000, 000
Dated Jan. 1, 1927, maturing Jan. 1,
1932 123, 400, 000
4 per cent one-year Treasury certificates—
Net issues -~ $50, 000, 600
Redemptions to June 30,
1927 34, 000, 000

16, 000, 000
—— $312, 900, 000. 00
Balance to credit of disbursing officer of Veterans Bureau

(includes outstanding checks) 1, 169, 640. 43

Total fund assets__ 314, 069, 640. 43

Civil service retirement ond disability fund.—Investments for
the account of the civil service retirement and disability fund were
made during the fiscal year 1927 in special issues of Treasury notes
bearing interest at the rate of 4 per cent per annum in accordance
with the procedure outlined in the Annual Report of the Secretary
of the Treasury for the fiscal year 1926.

At the beginning of the fiscal year under review there -was held
in the fund, among other securities, $30,500,000 face amount of
second  Liberty loan 41, per cent bonds at a principal cost of
$30,656,870.50. In view of the plan of the Treasury adopted during
the fiscal year for refunding the second Liberty loan bonds out-
standing and the market prices of the bonds at that time, it was
decidedly advantageous to the fund to sell the bonds so held and
simultaneously reinvest the proceeds in special issues of 4 per cent
Treasury notes in accordance with the established procedure relative
to investments for account of the fund. The second 414’s were there-

~fore sold in the market, the principal proceeds being $30,738,281.25.
This sum plus accrued interest on the sale and a small balance in the
fund was immediately invested in $31,200,000 face amount of 4 per
cent special Treasury notes maturing June 30, 1931.
~ The procedure adopted July 1, 1926, covering the investments for"
account of the fund assures the maximum amount of investments at
all times. Investments are made in amounts of $100,000 or multiples
thereof, and as soon as this amount is available it is immediately
invested for account of the fund. The new investments made dur-
64761—r1 1927T—11
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ing the year in this manner aggregated $14,400,000 face amount 4
per cent special Treasury notes maturing June 30,1932. .

Credits to the fund during the fiscal year aggregated $27,168,463.84,
of which $24,355,882 was on account of deductions from basic com-
pensation-of employees and service credit payments and $2,812,581.84
representing interest and profits on investments. The expenditures
on account of refunds to employees, annuities, etc., amounted during
the fiscal year to $13,429,092.90 as compared with $10,183,345.27 for

- the previous year.
The following statement shows the status of the fund as of June

30, 1927.
Oivil service retirement and disability fund, June 30, 1927
Credits: .
On account of deductions from basic compensation of em-
ployees and service credit payments $116, 274, 888. 41
On account of interest and profits on investments____.____ 10, 162, 899. 31
126, 437, 187. 72
Less:

Checks of disbursing officer account of
annuities and refunds paid by the Treas-

urer of the United States___ . ______ $58, 012, 899. 14
Settlement warrants paid by Treasurer of .
United States 603. 40
_ 5§, 013, 502. 54
Balance in the fund June 30, 1927 68, 424, 285.18
Assets: Principal cost

$22, 695, 050 face amount fourth Liberty
loan 414 per cent bonds_..__ $22, 399, 454. 01
31, 200, 000 face amount 4 per cent special
Treasury notes, payable
June 30, 1931_____________ 31, 200, 000. 00 -
14, 400, 000 face amount 4 per cent special \
Treasury notes, payable

June 30, 1932_____________ 14, 400, 000. 00
_— —  67,999,454. 01
68, 295, 050 .
Unexpended balances June 30, 1927- — 424,831.17
Total fund assets__._. 68, 424, 285. 18

District of Columbio teachers’ retirement fund.—The total invest-
ments made by the Treasurer of the United States for account of
this fund during the fiscal year 1927 consisted entirely of Federal
farm loan bonds and were as follows: $321,100 face amount 414 per
cent bonds at a principal cost of $324,198.12, $118,700 face amount
415 per cent bonds at a’ principal cost of $120,178.68, and $47,800
face amount 434 per cent bonds at a principal cost of $49,323.63.
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"The second Liberty loan 414 per cent bonds held in the investment
account on June 30, 1926, aggregating $202,150 face amount, were
sold on March 16, 1927, in anticipation of the call of these bonds by
the Treasury for payment on November 15, 1927. The price realized
was 10023 and accrued interest. With-the proceeds $203,000 face
amount of 414 per cent Federal farm loan bonds were acquired at a
principal cost of $204,77624. The securities in the 1nvestment
account June 30, 1927, were as follows:

Face amount | Principal cost

First Liberty loan 434 per cent bonds._....... $26, 850 $27, 529. 64
Third Liberty loan 434 per cent bonds.....ccoceeaeocccccacamecaracccans 165, 450 157, 611, 47
Fourth Liberty loan 414 per eent bonds. . ceoceeeomeccccccccencccacans 735, 750 704, 371. 27
414 per cent Treasury bonds of 1947-52. .. oo ccaacccaaaee 10, 000 10, 000. 00
414 per cent Federal farm loan bonds. . . cccooeo oo eaeanan 321,100 324, 198.12
414 per cent Federal farm loan bonds - - 407, 540 415,928. 21
434 per cent Federal farm loan bonds. 47, 800 - 49,323.63

1, 714, 490 1, 688, 962, 34

Foreign service retirement and disability fund.—The foreign
service retirement and disability fund, established by section 18 of the
act of May 24, 1924 (vol. 43, p. 144), is under the administrative
supervision of the Secretary of State, but under the act the Secretary
of the Treasury is directed to make investments from time to time of
such portion of the fund as in his judgment may not be immediately
required for authorized payments, the income derived from such
investments to be credited to the fund as a part thereof.

Section 18 (i) of the act of May 24, 1924, requires that in case an
annuitant dies without having received in annuities an amount equal
to the total amount of his contributions from salary with interest
thereon at 4 per cent per annum compounded annually up to the
time of his death, the excess of the said accumulated contributions
over the annuity payments shall be paid to his legal representatives,
and in case a foreign service officer dies without having reached the
retirement age, the total amount of his contributions with accrued
interest shall be paid to his legal representatives. In view of this
requirement, the same considerations as to savings and simplified
procedure are applicable tq investments made by the Treasury for
account of this fund as are indicated in connection with investments
for account of the adjusted service certificate fund and the civil
service retirement and disability fund.

The following procedure, therefore, was prescribed effective on
and after July 15, 1927:

(1) Investments for account of the fund will be made in special
issues of Treasury certificates of indebtedness and Treasury notes
bearing interest at the rate of 4 per cent per annum payable on June
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80 in edch fiscal year, or on earlier redemption: Such obligations
to be issued in denominations of $1,000 or multiples thereof, and at
par as of dates of issue.

(2) The Treasurer of the United States will act as disbursing
officer for the investments in the same general manner as at present.
The commissioner of accounts and deposits will be responsible for
the investments from available funds, and the commissioner of the
public debt for issuance of the securities and safe-keeping thereof in
the same general manner as is done with the adjusted service cer-
tificate fund and the civil service retirement and disability fund.
Credits to meet monthly requisitions of the disbursing clerk of the
Department of State for authorized payment will be provided when
necessary through redemption of the special issues.

During the fiscal year 1927 the fund was credited with the sum
of $162,024.98, including $10,007.54 earnings on investments. The
fund was charged with $74,000 on account of advances to the dis-
bursing officer of the State Department for the payment of annuities,
ete., and $87,267.50 on account of investments, leaving an unexpended
balance on June 30, 1927, of $757.48. The total interest and profits
collected on investments to June 30, 1927, amounted to $19,805.23.

All of the securities in the investment account of the fund on-
June 30, 1927, were held in safe-keeping by the Division of Loans
and Currency of this department and the Federal Reserve Bank of

New York.
,  The following statement shows the status of the fund as of June
30, 1927:
Foreign service retirement and disability fund, June 30, 1927
Credits:
On account of 5 per cent deductions from basic compensation
of employees subject to the foreign service act—________ o $446,094. 97
Interest and profits on investments 19, 805. 23
All other_ : - 2,673.38
' 468, 573. 58
‘ Less net advances to disbursing officer of State Department for the
' payment of annuities, ete : 197, 946. 25
Balance in the fund June 30, 1927 g : 270, 627. 33
Assets:
$79, 150 face amount fourth Liberty loan 414 per .
cent bonds $81, 069. 85
188, 800 face amount 31 per cent Treasury notes,
Series A—1930-1932 : . 188, 800. 00
. — 269, 869. 85
267, 950 )
Wnexpended balance June 30, 1927 P - 757. 48
Total fund assets - 270, 627. 33
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Library of Congress trust fund.—Under provisions of the act ap-
proved March 3, 1925, the Library of Congress trust fund board con-
sists of the Secretary of the Treasury, the chairman of the Joint
Committee on the Library, the Librarian of Congress, and two per-
sons appointed by the President. The act authorizes the board te
accept, receive, hold, and administer such gifts or bequests of per-

. sonal property for the benefit of, or in connection with, the Library,
its collections, or its service as may be approved by the board and by
the Joint Committee on the Library. The moneys or securities given
or bequeathed to the board are required to be receipted for by the.
Secretary of the Treasury, who is authorized to invest, reinvest, or
retain investments, as the board may determine. In accordance with
the policy adopted by the board, investments and reinvestments of
the principal of trust funds are made in interest-bearing securities of
the highest rating.

- The earnings credited to the fund during the fiscal year amounted
to $7,974.70, making - total earnings received to June 30, 1927, of
$8,748.99.

During the fiscal year the board recelved a donation from Mrs.
Elizabeth Sprague Coolidge of $124,488.20 face amount of securities,
the income from which is to be used according to the terms of the
donation for the purpose of maintaining certain activities in connec-
-tion with the music division of the lerary A first mortgage note
for $15,000 face amount was paid during the year at a 1 per cent
premium, the proceeds of which were reinvested in $15,400 face
amount of 4% per cent first mortgage bonds of the New England
Telephone & Telegraph Co., making a total face amount of securities
held under this donation of $124,838.20.

The following statement shows the securities received by the board
up to June 30, 1927, including the $15400 face amount of New
England Telephone & Telegraph Co. bonds purchased by the Secre-
tary of the Treasury under the Coolidge donation. All the securities
are held in safe-keeping by the Treasurer of the United States, sub-
ject to the order of the Secretary of the Treasury for account of the
board. ‘

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



140 : REPORT ON THE FINANCES

Library of Congress trust fund board, securities held on June 80, 1927

Name of securities arlgggent Rate Class of securities
Elizabeth Sprague Coolidge donation
. Per cent
Central Illinois Public Service COoeucunen.. 81, G00. 00 5 | First and refunding mortgage bonds.
Chicago Railways CO..o.cooeooo 5, 000. 00 5 | First mortgage bonds.
QGreat Northern Railway Co.. 10, 000. 00 7 | General mortgage bonds.
Houston Home Telephone Co 100. 00 5 | First mortgage bonds.
Potosi & Rio Verde Ry. Covvmcacnacnnas 1,463. 20 6 Do.
Public Service Co. of Northern Illinois.__.; 13,000.00 5 | First and refunding mortgage honds.
Rio Grande Southern R. R, Co..__.._...... 1, 000. 00 4 | First mortgage bonds.
Jacob M. and Tilliec Fine and Charles and | 10, 000. 00 514 Promissory note.
Birdie Fine,
Utah Power & Light Co._... 10, 000. 00 5 | First mortgage bonds.
American Shipbuilding Co. 10,000.00 {._..____ Common stock.
American Telegraph & Telephone Co._....| 17,100.00 |........ 0.
American Window Glass Machipe Co...... 2,500.00 |--..._._ Do.
Board of Trade Building Trust of Boston___ 700.00 |-.__.__. Do.
Commonwealth Edison Co....o._._.__.... 12,400.00 |-cconeo.o Do.
Elgin National Watch Co._. 0 9,375.00 {oaeaoo. Do.
Mexican Northern Ry. Co.__________. . 800.00 |-ooeo.. Do.
Public Service Co. of Northern Illinois. ... 5,000. 00 6 | Preferred stock.
New England Telephone & Telegraph Co..| 15,400.00 415 First mortgage bonds.
James B. Wilbur donation !
Public Service Co. of Northern Illinois.___. 100, 000. 00 7 | Preferred stock.
.
William E. Benjamin donation
Standard Oil Co. of California_........ S 32,500.00 J.ccneonn Common stock.
R. R. Bowker donation ?
Detroit Edison Co. .. cvaenoacaamas e———- 5, 000. 00 5 | First mortgage bonds.
German Government. .. .| 2,000.00 7 | German external loan.
Japanese Government._ . _| 2, 000.00 614| Sinking fund gold bonds.
Austrian Government. . .| 1,000.00 7 | Sinking fund bonds guarantced loan.
Total..'ememennes eee.| 267,338.20 |ooceeo..
I3

1 Six-sevenths of income retained for the present by the donor.
? Life inter?st in six-sevenths of income retained under terms of donation.

United States Government life insurance fund.—Under the pro-
visions of section 18 of the act approved December 24, 1919, as
amended March 4, 1923, the Secretary of the Treasury is authorized
to invest in interest-bearing obligations of the United States or in
bonds of the Federal land banks all moneys received in payment of
premiums on converted insurance in excess of reserve requirements
and authorized payments. Under this authority investments were
made as and when funds were available upon advice received from
the Director of the United States Veterans’ Bureau. However, un-
der the act approved March 3, 1927, the Director of the United

© States Veterans’ Bureau is authorized to make loans to veterans
upon their adjusted service certificates out of the United States
Government life insurance fund. After the passage of this last
mentioned act, all moneys received for account of the fund in excess
of ordinary requirements were devoted to the making of loans to
veterans. In order to meet the immediate demands of the veterans
for loans, it was necessary to sell $3,000,000 net face amount of the
investments in Government obligations to provide additional funds
for that purpose. Between March 3, 1927, and June 80, 1927, the
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director reports loans aggregating $20,818,116.70 made to veterans
under this authority. Until the funds were needed to make loans
to veterans, the Secretary of the Treasury continued to make invest-
ments for the fund in Federal farm loan bonds in accordance with
an arrangement between the fiscal agent of the Federal land banks,
the Director of the Bureau, and the Treasury. During this period
$32,550,000 face amount of 414% bonds of these banks were pur-

" chased, making a total face amount of $101,750,000 of all farm loan
bonds now held for account of the fund.

Monthly reports are made by the Treasury to the Veterans’ Bureau
of all securities in the fund and the principal cost thereof as the
result of investments made by the Secretary of the Treasury, and
periodic verifications of the security holdings are made through
reports rendered to the director by the safe-keeping offices.

The securities held in the fund on June 30, 1927, were as follows:

Par value Principal cost

First Liberty loan converted 4} per cent bonds $6, 639, 900. 00 $6, 316, 209. 21

Fourth Liberty loan 434 per cent bonds 52, 103, 650, 00 49, 996, 971. 80

414 per cent Treasury bonds 49, 173, 200. 00 49, 201, 905. 28

Total 107,916, 750.00 | 105, 515, 086. 29

414 per cont Federal farm 1oan DonadS- .. .o oo oo cnoweo i ccaaecaeees 69, 200, 000. 00 09, 742, 644. 40

414 per cent Federal farm loan bonds_ ..o nomo ool 32, 550, 000. 00 32, 477, 590. 04

Total investments made by Secretary of the Treasury......_.-.... 209, 666, 750, 00 | 207, 735, 320. 73
Loans to veterans as reported by the Director of the United States

Veterans’ Bureau ... oo ..cccmvercemcccmneant ama .---| 20,818,1168.70 20, 818,116, 70

Total invest ments in the fund. 0o .. ..‘ ...... 230, 484, 866.70 | 228,553,437, 43

Division of Bookkeeping and Warrants

Summary of receipts and expenditures—A summary of receipts and
expenditures during the fiscal year ended June 30, 1927, adjusted to
the basis of daily Treasury statements, revised, is set forth in the

following table:

Ordinary receipts

Expenditures chargeable against ordinary receipts..___

Surplus of ordinary reéeipts over total expenditures
chargeable against ordinary receipts_.____________

$4, 128, 422, 887. 61
8, 493, 507, 876. 756

634, 915, 010. 86

Surplus revenues applied to reduction of the public debt, in
addition to $519,563,844.78 debt retirements chargeable

against ordinary receipts

Surplus revenues reflected in increase in balance of general

fund of the Treasury on June 30, 1927, compared
June 30, 1926

with

Total surplus revenues accounted for, as above....__

Public debt’ receiptS. o o

613, 444, 968. 81

21, 470, 042. 05

634, 915, 010. 86

5,185, 083, 142. 93
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Public debt expenditures, including public debt expenditures

chargeable against ordinary receipts $6, 318, 091, 956. 52
Excess 9f total public debt expenditures over public

debt Teceipts : 1,133, 008, 813. 59

Public debt retirements chargeable against ordinary receipts. 519, 563, 844. 78

Public debt retirements from surplus revenues._..._...._. - 613, 444, 968. 81
Net reduction in public debt during fiscal year, as

above . 1,133, 008, 813. 59

Total ordinary and public debt receipts 9, 313, 506, 030. 54

Total ordinary and public debt expenditures -- 8, 292, 035, 988. 49

Bxcess of all receipts over all expenditures_.___.-___. 21, 470. 042. 05
Balance in general fund on basis of daily Treasury state-

ments (revised) June 30, 1926 211, 128, 078. 43
Balance in general fund on basis of daily Treasury state-

ments (revised) June 30, 1927 232, 598, 120. 48

Net increase in balance in general fund June 30, 1927,
over such amount June 30, 1926 21, 470, 042. 05

The general fund.—

Balance according to the daily Treasury statement, June 30,

1926 (unrevised) _________________ - 210, 002, 026. 71
Add net excess of receipts over expenditures in June reports
subsequently received 1,126, 051. 72

. . 211, 128, 078. 43
Increase in book credits of disbursing officers

and agencies with the Treasurer, June 30, .
1927, as compared with June 30, 1926_______ $21, 865, 540. 41
Deduct : ¢
Pay warrants issued in excess .
of receipts, fiscal year 1927__* $51, 939. 42
Decrease in unpaid warrants '
June 30, 1927, as compared

with June 30, 1926_.______ 343, 558. 94
_ 395, 498. 36
21, 470, 042. 05

Balance held by the Treasurer of the United States,
June 30, 1927 : 232, 598, 120. 48

Balance held by the Treasurer, according to daily Treasury

statement, June 30, 1927 (unrevised) - 234,057, 409. 85
Deduct net excess expenditures over receipts in June reports

subsequently received i 1, 459, 289. 37

232, 598, 120. 48

Warrants issued during the fiscal year 1927 ady'usted’ to basis of
daily Treasury statements (revised).—The following table shows the

1 After adding $29,253.06 for decrease in uncovered moneys and $20 for.relief of John
Burke, former Treasurer United States, under act of June 3, 1922,
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total number of warrants issued and the gross amounts involved on
account of the receipts and expenditures recorded during the fiscal
year, adjusted to basis of daily Treasury statements (revised) :

Adjustments to
basis of daily
Treasury state-
ment, revised, on

w a gccount offfl dis- , Adjl;lsted ?(glurles
, arrants issuc ursing officers on basis of daily
General classes Number (amount) credits, unpaid | Treasury state-

warrants, uncov- | ments, revised

ered moneys, and
receipts credited
direct to appro-

priations
Receipt warrants:
Ordinary....oocooooooooooo i 637 | 184,030, 098, 901. 33 -$98, 323, 986. 28 | $4, 128, 422, 887. 61

Publicdebt. ... 12 5,185,083,142.93 |_cuoimmnciaimeaeaan 5, 185, 506, 142. 93
v 649 9, 215,182, 044. 26 98, 323,986. 28 | 9,313, 506, 030. 64

86, 800 4,032,723, 922. 11 —21, 521, 961. 47 | ? 4, 011, 201, 960. 64
28 6,318,165, 590. 52 |- ocvmonceiaaic s 8 6 318, 165 590. 52
86,828 | 10,350,889,512.63 |- —21,521,961.47 | 10,329,367, 551. 16

Repay and counter warrants . )
Ordinary. oo ioieiilioecnaas 1, 060 1, 135, 611, 168. 01 —98, 353,239, 34 | 1,037,257, 928. 67
Publie debt..ioooooooooo_o- 21 73,634. 00 |-cooeocanos USRI 73,634. 00
Total. oo 1,081 1,135, 684, 802. 01 —908,353,230.34 | 1,037,331, 562. 67
Pay warrants (net)....-.-. .| ... 9, 215, 204, 710. 62 | --76,831,277.87 | 9,292,035, 988, 49

QGrand total of warrantsissued.| 88,558 | 20,701, 756, 358. 90 1 .................. N DN

1 Includes $6,370,621.30 referred to in note 3, p. 431.
2 Exclusive of $319 563,844.78 publie debt expenditures chargeable against ordinary receipts.
3 Tncludes $519,563, 844,78 public debt expenditures chargeable against ordinary receipts.

Receipt accounts to the number of 1,188, representing receipts from
customs, internal revenue, public lands, miscellaneous sources, Pan-
ama Canal tolls; and public debt and appropriation accounts to the
number of 6,87, covering expenditures for all executive departments,
other Government establishments, the District of Columbia, and the
public debt, have been credited and charged, respectively, to the
general fund of the Treasury, details of which are exhibited on pages
431 to 444 of this report. Of the total receipts and repayments to
appropriations deposited during the year, aggregating $9,595,514,-
487.48, no amount remained uncovered by warrant as of June 30,
1927,

Transfer and counter warrants amountmcr to $1,510,704,717.58 were
issued for adjustment of appropriation accounts, largely for the
service of the Army and Navy, without affecting the general fund.

Appropriation warrants were issued to the number of 476, credit-
ing detailed appropriation accounts with amounts provided by law
for disbursement and transfer-appropriation and surplus-fund war-
rants charging and crediting detailed appropriation accounts to the
number of 363, a total of 839. -

-On August 8, 1927, this department submitted to the Comptroller
General for his consideration a revised form of covering warrant,
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together with an outline of procedure in connection with its prepara-
tion and posting. Under the proposed plan, in lieu of the present
12 classes of covering warrants, there will be a single series, money
columns being provided in the warrant for (1) revenues, (2) repay-
ments to appropriations, and (3) counter entries in the Treasurer’s
revenue account. A column is also provided for departmental desig-
nation. The details of deposits will be transferred directly from the
certificates of deposits to the warrant, and at the same time there will
be written by machine process not only the necessary number of copies
of the warrant, but the receipts ledger, a fiscal officer’s register of
deposits, and a departmental deposit list. The foregoing plan was
approved by the Comptroller General on October 3, 1927.

District of Columbia account of revenues and expenditures—The
total charges and credits to the District of Columbia for the fiscal
year ended June 30, 1927, on the basis of warrants issued, as shown
by the District of Columbia ledger of revenues and expenditures
established in accordance with the act of June 29, 1922 (42 Stat.
669), were as follows:

[On basis of warrants jssued, see p. 421]

General funds

Special funds

Trust funds

Total

Balance June 30, 1926
Revenues, fiscal year
United States contri

1927 ...
bution, act Mar.

2, 1927 e

Expenditures fiscal year 1927_.._________
Balance June 30, 1927._____._._.__

$10, 164, 873. 07 $244, 705. 59 $468, 625.99 | $10, 878, 204. 65
124, 859, 514. 55 2,981,273.45 | 22,670, 766. 74 30, 511, 554. 74
9,000,000. 00 [\ |eceiiiiiaccaaas 9, 600, 000. 00
44,024, 387. 62 3,225, 979. 04 3,139,392.73 50, 389, 759. 39
132, 572,443.46 2,471,417.04 | 22,722, 554.81 37,766, 415. 31
11, 451, 944. 18 754, 562. 00 416, 837. 92 12, 623,344.08

1 Exclusive of $468,115.36 general revenues of the District of Columbia covered into the Treasur}; to credit
gggggllligfe?tia: ;ﬁg ?&;Igen’s relief fund (trust fund) ’’ under act of Sept. 1, 1916, vol. 39,@. 718, sec. 12, to meet
3 Includes $468,115.36 referred to in note (1).
Alien Property Custodian account—Under the provisions of the
-act of Congress approved October 6, 1917, and the proclamations and
Executive orders issued thereunder by the President, the Secretary
of the Treasury purchased and exchanged during the year for
account of the Alien Property Custodian United States securities of
a par value of $306,475,000. There were on hand on July 1, 1926,
similar securities of a par value of $178,639,500. Securities amount-
ing to $305,246,500 were sold or redeemed during the year, the pro-
ceeds being reinvested when not required for disbursement. The
total face amount of such securities carried by the Secretary of the
Treasury in trust for the Alien Property Custodlan on June 30, 1927,
was $179,868,000.
Under decision of the Supreme Court of the United States, dated
May 24, 1926, in the case of Max Henkels, appellant, ». Howard
 Sutherland, as Alien Property Custodian, and Frank White, as
Treasurer of the United States of America, and opinions of the
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Attorney General, dated August 25, 1926, and July 7, 1927, rendered
in connection therewith, there has been paid to eligible claimants to
November 1, 1927, upon certificates of the Alien Property Custodian
the sum of $1,968,041.83, and to the Alien Property Custodian for
administrative expenses the sum of $24,876.36, a total of $1,992,918.19,
representing earnings accrued on investments to March 4, 1923,
$1,710,181.43, and earnings on such earnings, $282,786.76. The Su-
preme Court decision and opinions of the Attorney General men-
tioned above are printed as Exhibits 44, 45, and 46, respectively, on
pages 395 to 402 of this report.

The total amount paid during the fiscal year 1927 upon authoriza-
tions of the Alien Property Custodian and the Attorney General was
$16,840,260.94.

Purchase of farm loan bonds—On July 1, 1926, there were held by
the Secretary of the Treasury $60,495,000 Federal farm loan bonds,
purchased under the provisions of the act of January 18, 1918, as
amended by the joint resolution dated May 26, 1920. During the
fiscal year 1927 the Secretary made no further purchases, but the
Federal land banks repurchased $60,495,000, thus leaving no bonds
. on hand at the close of the fiscal year 1927. The following table
shows face amount of purchases of Federal farm loan bonds made by
the Secretary of the Treasury and repurchases by Federal land
banks: ’

SECRETARY OF THE TREASURY

Face amount Face amount Face amount
purchased by the | repurchased by held by the
Fiscal year * Secretary of the Federal land Secretary of the

¥ Treasury from | banks from the |Treasury at close

Federal land Secretary of the of each fiscal

banks Treasury year

1918 o e crrcecc e eem e $64, 160, 000 $7, 190, 000 $56, 970, 000
1919 e ieccccmrcccec e naccacccmeaan 85, 615, 000 5, 700, 000 136, 885, 000
1920 e oo ececce oo eenene 29, 500,000 | ceeoueeaeaaeenan 166, 385, 000
1921 . o eccceecccccemmmmctcmenm———e 16, 650,000 |-coccemmmmcccannann 183, 035, 000
1922 o e detcc e cmcacccmccccacfemmecaac e ——— e 44, 400, 000 138, 635, 000
L N SR N 36, 750, 000 101, 885, 000
L) SRR TR SN 101, 885, 000
1925 e e e ceemmearcccename e cccaaan|emarea e aeaeanan 13, 000, 000 88, 885, 000
1926 o oo cecmec s cemeemcccceccnccean|cmeeecnmm e 28, 390, 600 60, 495, 000
B L R AU 60, 495,000 |- cocomarmaaaaas
BT 7 R 195, 925, 000 195,925,000 |-uooocmannnamean

State bonds and stocks owned by the United States—The follow-
ing statement shows the nonpaying State bonds and stocks, formerly
in the Indian trust fund, now in the Treasury, belonging to the
United States:

Interest cou-
State Principal pons due and
unpaid
$37, 000. 00 $17, 220. 60
58,000.CO 88, 140. 00
335, 666. 6624 157, 830. 51
430, 666. 662§ 263, 1¢0. 53
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A history of these State stocks and bonds is given in House Docu-
ment No. 263, Fifty-fourth Congress, second session.

Division of Deposits

For several years past the Treasurer of the United States, Federal
reserve banks and their branches, special depositaries, foreign deposi-
taries, national-bank depositaries—both general and limited—and
depositaries in the insular possessions of the United States, have
comprised the depositary system of the Treasury. During the fiscal
year ended June 30, 1927, there were no changes in the system as a
whole, such changes as occurred being confined to the normal read-
justment affecting individual depositaries; and the high degree of
efficiency with which the Government’s depositary work has been
transacted since the inauguration of the present system was main-
tained throughout the year. Likewise, there was no modification of
. the Treasury’s policy with respect to deposits of public moneys with

banks during the year, which, in recent years, has been to maintain

with depositary banks only such deposits as are actually necessary for
the conduct of the Government’s business. '

Amount of deposits—Government deposits with banks are divided
into two broad classes: (1) The active working balances of the Treas- -
ury maintained with Federal reserve banks, general national-bank
depositaries, and depositaries outside the continental limits of the
United States, and (2) the demand deposits with special depositaries
for replenishment of the working cash balance of the Treasury with
the Federal reserve banks. The following table indicates the dis-
tribution of these deposits among the various classes of depos1tar1es
at the close of business June 30, 1927:

Government deposits with banks, June 80, 1927

Type of depositary Acﬁgg?iism

Federal reserve banks (including branches) ..o ...ocueoceeeceeoeoemacoenencanecam——n—e $30, 656, 042. 52
Bpecial GepoSitaries. . ... .. e i ecicccane e mencmceacm————n 198, 606, 818. 09
Foreign depositaries: !

To credit of Treasurer of the United States. . . cco o ccaceoeiiciacaccaaaccaraaaennn-n 93, 159.45

To credit of other Government officers....._.. - 418, 447. 98
National-bank depositaries:

To credit of Treasurer of the United States. oo occooeeemcaaeracccccccccaccacnennnn 6, 832, 264. 08

To credit of other Government officers_.._ . __.c.oemeimeecannnn . 18,549, 177. 58
Insular depositaries:

To credit of Treasurer of the United States. ..oueeommcccceccocccccrccrsmcmeocaemenae 237,451. 61

To credit of other Government officers._—.c...-..o._...__. 1,211, 358. 88
Philippine treasury to credit of Treasurer of the United States ——- 486, 387. 66

: 257,091, 107. 83

As stated in the report of last year upon this subject, it is doubtful
if there can be any further material curtailment in these deposits
until such time as the fiscal business of the Government decreases
substantially in volume. This prediction is borne out by a compari-
son of the average deposits during the past year with those of the
‘two preceding fiscal years. It will be noted from the foregoing
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table -that the actual working balance of the Treasury with
banks (eliminating the official checking accounts of other Govern-
“ment officers) totaled only $38,305,305.32 on June 30, which may be
taken as a fair average for the year. Considering the fact that a
substantial proportion of the total ordinary receipts and disburse-
ments of the Government pass through the Treasury’s accounts with
the Federal reserve banks and other depositary banks and, in addi-
tion, that the Federal reserve banks perform many fiscal-agency
functions, it is obvious that further reduction in this class of de-
posits is not desirable if the system is to operate properly. The
deposits held by special depositaries, which comprise by far the
largest part of all Government deposits with banks, are governed,
first, by the amount of Government securities issued from time to
time for which payment may be made by credit, and, second, the
extent to which depositaries take advantage of this privilege. De-
posits with special depositaries in the future will, therefore, be
determined by these two factors. '

Interest on deposits—All Government depositaries, except Fed-
eral reserve banks, are required to pay interest at the rate of 2 per
cent per annum upon daily balances. The interest received upon
deposits with special depositaries during the fiscal year 1927 was
$4,212,265.07, and the total received from this source, from April 24,
1917, to June 30, 1927, was $73,646,000.69. Interest received from
other depositaries during the year was $520,421.69, and the total
amount received from June 1, 1913, when this requirement became
effective, to June 30, 1927) was $18,930,866.68.

A brief summary of the changes within the depositary system of -
the Treasury during the fiscal year ended June 30, 1927, follows:

General national-bank depositaries—General depositaries are those
which are authorized to carry balances to the credit of the Treasurer
of the United States, such balances being subject to analysis and
adjustment periodically upon the basis of the amount and character
of the essential Government business transacted by such depositaries.
On June 30, 1926, there were 816 general depositaries and on June
30, 1927, 321 national banks held such designation. During the fiscal
year 8 general national-bank depositaries were discontinued and 13
were designated. Adjustments in the fixed balances of 16 general
national-bank depositaries were made during the year. At the close
of the fiscal year 1926 deposits to the credit of the Treasurer
of the United States iri general national-bank depositaries totaled
$6,485,560.61 as against $6,832,264.08 on June 30, 1927.

Limited national-bank depositaries—Limited national-bank deposi-
taries of public moneys are designated for the sole purpose of receiv-
ing up to specified maximum amounts deposits made by postmasters
and United States courts and their officers, for credit in their official
checking accounts, with such depositaries. - This class of depositaries
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‘is not authorized to accept deposits for credit in the account of the
Treasurer of the United States. During the fiscal year ended June
'30, 1927, the Treasury designated 45 additional limited national-bank
depositaries of public moneys, and 118 limited depositaries qualified
by pledging additional collateral to accept increased amounts of
deposits made by postmasters and United States courts and their’
officers for credit in their official checking accounts. During the year
57 limited depositaries were discontinued and, as a result of the
withdrawal of collateral, reductions were made in the maximum
qualifications of 74 such depositaries. On June 30, 1927, 960 national
banks held designation as limited depositaries.

Deposits held by general and limited national-bank depositaries,

to the credit of Government officers other than the Treasurer of the
United States, on June 30, 1926, totaled $20,198,204.33 and on June
30, 1927, $18,549,177.58.
. Insular depositaries.—Insular depositaries are maintained upon
substantially the same basis as national-bank depositaries. During
the fiscal year ended June 30, 1927, there were 10 such depositaries,
located in the Canal Zone, Panama, the Philippine Islands, and Porto
Rico. The total Government deposits on June 30, 192, were
$2,176,441.30 and on June 30, 1927, $1,935,198.13.

Foreign depositaries—During the fiscal year 1927 the Treasury
maintained depositaries of public moneys in foreign countries as
follows: 2 in China, 3 in England, 3 in France, 1 in Haiti, and 1 in

. Italy, with deposits totaling $154,270.12 on June 30, 1926, and
$511,607.43 on June 30, 1927. The increased deposits during the
. year were due in a large measure to the increased activity of the
Army and Navy in China.

The total of all Government deposits carried with the foregoing
depositaries averaged $26,021,084.50 during the fiscal year ended
June 30, 1927, as against an average”of' $25,867,105.50 -for the fiscal

* year 1926.

Special depositaries—Special depositaries of public moneys are
designated under the provisions of the act approved September 24,
1917, as amended and supplemented, and are authorized to partici-
pate in deposits of public moneys arising from such sales of bonds,
notes, or Treasury certificates of indebtedness of the United States
offered from time to time, as, under the terms of the official offering,
may be paid for by credit. Any incorporated bank or trust com-
pany is eligible for designation as a special depositary. During the
fiscal year ended June 30, 1927, 138 banks were designated and 392
banks were discontinued as special depositaries. At the close of the
fiscal . ;year 7,224 banks held designation as special depositaries, of
‘which 3,728 were national banks and 3,496 State banks and trust
companies. The deposits with special depositaries during the fiscal
year 1927 averaged $210,613,253.50, while such dep051ts dunng the
,precedmv fiscal year averaged $196,103,338.
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DIVISION OF APPOINTMENTS
Employees of the Treasury Department

Number~The departmental service of the Treasury Department
in Washington shows a decrease in personnel of 662 employees from
June 80, 1926, to August 31, 1927. There has been a tendency to
decrease the personnel in the Treasury Department as a whole, nine-
teen of the offices showing a decrease, nine an increase, while two have
remained the same. The largest reduction occurred in the Internal
Revenue Bureau, where there was a decrease of 1,093 employees, but
244 of these employees were taken over by the Bureau of Prohibition
when it became a separate bureau on April 1, 1927. The office of the

. Register of the Treasury had the second largest reduction with a de-
crease of 162 employees, which was largely due to the discontinuing
of the arranging of coupons. An increase of 125 employees occurred
in the Division of Loans and Currency, which was due to the extra
work created by the purchasing and refunding of second and third
Liberty loan bonds and the redemption of Treasury savings certifi-
cates. The General Supply Committee and the Public Health Bu-
reau show decreases. A number of employees of these offices were
taken over by the division of supply, for which specific appropriation
was made for the year 1928. The division of printing became a part
of the division of supply on July 1, 1927. The Office of the Super-
vising Architect shows an increase of 125 employees, which was due
to the extensive building program authorized by Congress. On June
40, 1926, there were in the departmental service of the Treasury
14,501 employees, and on August 31, 1927, there were 13,839. The
number of employees in the departmental service of the Treasury
classified according to bureaus and offices at the end of each month
from June, 1926, to August, 1927, is shown in Table 84, page 660 of
this report.

An increase of nearly 2,000 employees in the field service was due
to an increase in the enlisted personnel of the Coast Guard, in con-
nection with the enforcement of the national prohibition law. A
comparison of the number of employees in the departmental and field
services of the Treasury on June 30, 1926, and June 30, 1927, is
contained in Table 82, page 658.

Retirement.—Since the retirement act went into effect on August
20, 1920, 2452 persons have been retired .from the departmental and
field services of the Treasury Department. At the present time
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124 persons above the retirement age are retained in the Treasury
Department in Washington and 634 in its field service. Several
classes of employees formerly retirable at 70 years of age have
been placed in the class as retirable at. the age of 65 years
by the Civil Service Commission, which accounts for the large num-
ber retained. There have been no changes in the retirement law
during the year. The division is of the opinion that a more liberal-
ized enactment would be in the interest of the service.

Table 83, page 659, shows the number of persons retired and the
number retained in the departmental and field services of the Treas-
ury under the provisions of the act of July 3, 1926, amending the
act of May 22, 1920, and the amendments thereto.

Section of surety bonds

On June 30, 1927, 57 insurance corporations held certificates of
authority from the Secretary of the Treasury to write direct or
reinsure bonds in favor of the United States as provided by existing
law, and 28 other insurance companies reported to the department
for reinsurance purposes only.

The combined premium income for these 85 companies reporting to
the Treasury at the close of the year 1926 amounted to $1,049,173,097.

~ They claimed admitted assets of $1,882,704,299 and showed combined
reserves for liabilities of $1,441,494,195, leaving as surplus to policy-
holders $441,210,104, divided as to capital $170,306,500 and surplus
over all liabilities of $270,903,604. The Treasury appraises the assets
and liabilities of these companies twice a year for the information
and guidance of all branches of the United States Government taklng
bonds with them as corporate sureties.

The companies holding certificates of authority reported in their

) annual statements for the year 1926 approximately 6,000 claims in
favor of the United States representing a total gross value of about
$56,000,000. Most of these claims are adjusted through amicable

~ settlements, it being necessary to resort to litigation in comparatively
few cases where the obligors feel that they have a good defense.

As a result of examinations by the department of the financial
condition and affairs of the companies, some of them during the
past year have reorganized and increased their finances so that they.
might continue business. In two cases it was necessary to revoke
the certificate of authority issued by the Secretary of the Treasury,
but the same were subsequently reinstated on condition that a satis-
factory financial program would be carried out. This is now in
process of completion in both cases.

There is a notable increase in the number of bonds that are now
being taken by the various departments and establishments of the
Government with individuals as sureties. Since the department has
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no direct supervisory control over the resources of individuals and
is therefore unable to follow their continuing solvency, it is believed
that bonds with such individuals as sureties should not be accepted
in large amounts, if at all. Suitable legislation along this line is
necessary, however. When the original law was enacted in 1894,
‘uncollectible judgments and claims against individual sureties
amounted to $35,000,000. Such a situation should certainly not be
allowed to develop again.

In order to accomphsh this and other desired results, however, it
will be necessary to amend the existing law on the subject. In this
connection the recommendations contained in the department’s pre-
vious annual reports are reiterated. There is urgent need for higher
standards of financial requirements of surety companies writing
bonds in favor of the United States, adequate and satisfactory con-
trol of records pertaining to claims against them, and the number and
character of obligations which they assume in favor of the United
States, and uniform procedure with respect to the forms of bonds

_taken by the various departments and establishments of the Govern-
ment. It is therefore hoped that a revision of the existing law so
as to meet the requirements as they exist to-day will have the careful
consideration of the Congress at its next session,

 64761—r1 1927——12 '
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BUDGET AND IMPROVEMENT COMMITTEE"

The budget and improvement committee is responsible, under the
direction of the Undersecretary and budget officer, for the prepara-
tion and examination of Treasury estimates of appropriations and
for the improvement of administrative methods and procedure within
the Treasury Department. In addition to examining all estimates
the committee makes inquiries as to the reserves which may be set up
under the various appropriations and considers other matters affect-
ing expenditures of the department. It makes inquiries along va-
rious lines with the purpose of improving methods and procedure,
and from time to time, under special instructions, makes a detailed
examination of some particular office or service of the department.
Its reports and recommendations thereon are submitted to the Secre-
tary of the Treasury through the budget officer of the department.

For the fiscal year 1929, heads of bureaus and offices submitted
estimates -aggregating $1,548,650,143.79, which included $1,211,623,-
893.53 for interest on and retirement of the public debt, payable
from ordinary receipts; $137,000,000 for refunding internal revenue
taxes illegally collected; $24,929,980 for public bulldmcrs construc-
tion under the act of May 25, 1926; $8,000,000 for purchase of a
building for appraisers’ stores, New York; $27,058,580 for perma-
nent and indefinite appropriations and special funds; and $140,038,-
190.26 for annual appropriations. The President allocated to the
Treasury Department as a tentative maximum amount for annual
appropriations $135,406,276, or $4,631,914.26 less than the estimates
submitted by heads of bureaus and offices. After careful examina-
tion by the committee and on its recommendations. the Secretary
made deductions of $278,793 in the estimates for annual appro-
priations and approved $135,404,283.26 as the regular estimates, and
$4,355,114 as a supplemental statement of the absolutely necessary
requirements of the department under these appropriations.

During the year ending June 30, 1927, supplemental and deficiency
estimates were submitted aggregating $227,124,964.64, of which $175,-
000,000 was for refunds of internal revenue taxes. After examina-
tion by the committee these estlmates were revised and reduced to
$227,023,410.94.

At the beginning of the ﬁscal year 1927, initial general reserves
amounting to $1,047,525 were set aside from appropriations for
that year to meet extraordinary or emergency dermands that might
arise. Further reserves amounting to $1,309,009.60 were added
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on account of the “2 per cent personnel club” for the purpose of
saving not less than 2 per cent of the total amount available for
salaries during the fiscal year 1927, such savings to be accomplished
by omitting to fill current vacancies. This made a total in reserve
of $2,356,534.60. Subsequently additional reserves of $237,100 were
added and reserves amounting -to $433,960 were released, leaving
$2,159,674.60 in reserve at the close of the fiscal year. Whenever it
was shown toward the close of the fiscal year that the 2 per cent
saving could not be effected without serious impairment of the
service, the reserve previously set up was released, in whole or in
‘part. The department ended the year with a saving in expenditures
for personal services of $1,812,797.43, which was well in excess of
the 2 per cent requirements, in addition to which there were sub-
stantial savings under other headings of expenditure.

For the fiscal year 1928, heads of bureaus. and offices have reperted
reserves of $1,120,031. After examination by the committee $290,-
554 was added, making a total for the year of $1,410,585.
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COAST GUARD

The principal operations of the Coast Guard during the fiscal year
ended June 30, 1927, were as follows:

Lives saved or persons rescued from peril 3,313
Persons on board vessels assisted ' T 14,496
Persons in distress cared for 899
Vessels boarded and papers examined. - 68, 223
Vessels seized or reported for violations of law________________ 1,788
Fines and penalties . incurred by vessels reported—. . _____ $375, 069
Regettas and marine parades patrolled--._ - : 39
Instances of lives saved and vessels assisted 2,791
Instances of miscellaneous assistance " L 2,717
Derelicts and other obstructions to navigation removed or de-
stroyed 136
Value of vessels assisted (including cargoes): $37, 801, 357
Value of derelicts recovered and delivered to owners._________ $120, 290
Persons examined for certificates as lifeboat men______________ 4,617
Appropriation for 1927, office of the commandant—.___—.___.___ $236, 750. 00
Expended and obligated . ____________ $235, 809. 37
Unencumbered balance June 30, 1927_____________________ $940. 63
Appropriation for 1927, maintenance of Coast Guard———______ $24, 050, 187. 00
Expended and obligated i — $22, 258, 092. 06
Unencumbered balance - $1, 792, 094. 94
"Appropriation for 1927, repairs to cutters_._ $1, 768, 410. 00
Expended and obligated $1, 720, 009. 17 -
Unencumbered balance - i $48, 400. 83

Appropriation for construction and equipment, Coast Guard
cutter 1925-March 31, 1927: ) :
Unencumbered balance June 30, 1926 $51, 851. 84

Expended and obligated $15,521. 711
A} Unencumbered balance Mar. 31, 1927 " $36,330. 13

Appropriation for construction and equipment, Coast Guard }
cutters, 1927 and 1928 PV $1, 000, 000. 00
Expended and oblige#ted . _________ o $325, 852. 71
Unentumbered balance June 30, 1927______________________ $674, 147. 29
Appropriation for repair and reconditioning Coast Guard
steamer for ice breaker, 1926-27:

Unencumbered balance June 30, 1926 $100, 000. 00
Expended and obligated _— : $86, 558. 00
Unencumbered balance June 30, 1927 -+ $13,442.00
Appropriation for additional vessels, Coast Guard, 1926-Dec. :
31, 1926:
Unencumbered balance June 30, 1826_._ : $92, 257, 43
Expended and obligated .. _______.____________________ $59, 018, 48
Unencumbered balance Dec. 31, 1926 — $33,238.95
154 '
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Comparisons with the operations of preceding years are important.
The persons saved or rescued from positions of peril numbered
3,313, being 276 in excess of the preceding fiscal year,’1926, a record
never before attained since the present organization of the Coast
Guard. ‘The total number of instances of assistance rendered during
the year was 5,508, also the largest in the history of the service, and
exceeding last year’s record by 677. The value of vessels assisted,
including their cargoes, was $37,801,357, being $14,783,848 in excess
of last year’s figures and largely surpassing the record of any one
year since 1923, There were 14,496 persons on board vessels assisted
as compared with 15,398 for the fiscal year 1926. There were 136
derelicts and other obstructions to navigation removed or destroyed,
exceeding last year’s number by 35. Persons in distress cared for
numbered 899 as against 490 during the fiscal year 1926. '

. There were 1,788 vessels seized or reported for violations of law
during the year, being 99 less than in the preceding year. In the -
interests of the enforcement of the laws of the United States 68,223
vessels were boarded and examined in the course of the year by the
agencies of the Coast Guard. This exceeds last year’s number by
15,143. It is again gratifying to be able to record that the service
operations against smuggling, heavy and onerous as the duty is,

- have in no way diminished, impaired, or disturbed the accustomed
humanitarian work of the Coast Guard.

The foregoing summary does not include the hurricane and ﬂood
relief work afforded by the Coast Guard described in a subsequent
paragraph.

Protection to navigation

p—

- lce patrol—During the season of 1927 the international service
of ice patrol was carried on by the Coast Guard cutters Tampa and
Modoc, based on Halifax, Nova Scotia, with the Coast Guard cutter
Mojave as the stand-by vessel. The patrol was inaugurated on March
22, 1927, on which date the Tampa sailed from Boston, Mass., on the
duty. The Modoc left Boston insufficient time to relieve the Tampa
after the latter vessel had been on the patrol for 15 days. There-
after these two cutters, alternatingly, carried on the patrol through-
out the season, one of the cutters being on guard in the ice regions
continuously. The total period the cutters were on duty was 95 days.
There was slightly more ice during the spring of 1927 than occurs
in a normal year. The weather generally was good. Both the
Tampa and the Modoc on their first cruises experienced unusually
fine weather, the opposite of last year, when during the entire first
month of the season the patrol encountered a long, persistent rough
spell. .
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About 450 steamships are known to have taken advantage of the

service provided by the patrol during the season, and doubtless many
more listened in for the daily broadcasts from the cutters of ice
conditions. :

A commissioned officer of the Coast Guard accompanied the cut-
ters on their patrols throughout the season, as scientific and oceano-
graphic observer, transferring from one cutter to the other as each
took up its work.

The patrol was discontinued for the season on June 25, 1927.

Winter cruising.—In order better to safeguard shipping, the Presi-
dent annually designates certain Coast Guard vessels to perform
special eruising upon the coast in the season of severe weather, usually
from December 1 to March 31, to afford such aid to distressed navi-

- gators as their circumstances may require. On November 4, 1926,
the President, upon the recommendation of the Secretary of the
Treasury, designated the following-named cutters to perform this
duty for the winter season of 1926-27: Ossipee, Tampa, Redwing,
Mojawe, Acushnet, Tuscarora, Seneca, Seminole, Gresham, Manning,
Carrabasset, Modoc, and Y amacraw.

These cutters in the prosecution of their duties cruised nearly
66,000 miles, and afforded assistance to 39 vessels in distress, the
value of which, including their cargoes, was more than six and one-
half million dollars. There were 435 persons on board the vessels
assisted. ’ :

The Tampa and the Modoc were detached from this cruising duty
on March 15 and 18, 1927, respectively, for assignment to the inter-
national ice patrol.

Removal of derelicts—In the course of the year the vessels and
stations of the service removed from the paths of marine commerce
186 derelicts and other floating dangers and obstructions to naviga-
tion. The estimated value of property involved, where values are
given,-amounted to $120,290. » '

Anchorage and movements of wvessels—The utilization of Coast

" Guard personnel and equipment in the enforcement of the rules and
regulations governing the anchorage and movements of vessels at
the larger ports and at other places where Federal regulations are
in effect was continued throughout the year. There have been no
material changes in the general plan and arrangement during the
year. At the larger ports, especially, this duty is one of great im-
portance to the maritime interests and others concerned.

Regattas—The Coast Guard vessels and stations patrolled and
supervised during the year 39 regattas, marine parades, and boat
races, and, informally, a number of other events of like character of

~local interest.
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Flood and hurricane service

For many years the Coast Guard has taken an active part in ren-
dering assistance and giving aid and succor upon occasions of
storms and floods in various parts of the country. The service agen-
cies have gone into the stricken areas and removed imprisoned
dwellers to places of safety, rescued victims from extremely danger-
ous situations, furnished food and water to those threatened with
famine, saved household goods, livestock, and other property from
destruction, and rendered countless other services. Three notable
instances of the kind occurred during the fiscal year 1927. First, the
Florida hurricane in Ssptember, 1926; second, the Illinois River
Valley flood in October and November, 1926; and, third, the Missis-
sippi Valley flood in the months of April, May, and June, 1927. The
Coast Guard rendered important relief services in all three of these

- calamities, and the record of the work of the officers and men of the
service on these occasions forms an intensely engaging chapter in
the history of the Coast Guard. In ‘the Mississippi Valley flood,
particularly, the work was of immense magnitude, almost beyond
human reckoning, and of the most heroic order. The Coast Guard
threw into the flooded areas 674 officers and men and 128 vessels and -
boats, and removed from positions of peril to places of safety nearly
44,000 persons and saved from drowning more than 11,000 head of
livestock. It would be almost impossible to enumerate all the items
of service rendered by the Coast Guard personnel in this overwhelm-
ing disaster, or to estimate the value of the work accomplished. The
entire personnel of the Coast Guard engaged in the relief work on
the occasions named deserve the highest praise.

Enforcement of customs and other laws

The enforcement by the Coast Guard of the customs laws of the
country and the laws relating to navigation and motor boats was
attended during the year with satisfactory results. The general en-
forcement of the customs laws by the service is annually supple-
mented by the stationing of harbor cutters, or launches, at the prin-
cipal ports to assist the customs authorities in boarding incoming
vessels and in performing other customs duties. Assistance was also
rendered, as needed, to other branches of the public service in the
enforcement of the Federal laws.

The law-enforcement work of the service has continued to bring
excellent results. The Coast Guard has entirely eliminated the once
notorious rum row. The service continues to give unremitting atten-
tion toward preventing the reestablishment of that menace on our
coastal waters, and to those foreign vessels that endeavor to transfer
their cargoes of liquor, many miles at sea, into domestic craft or try
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to enter our greater ports with their contraband cargoes, hoping to
_escape detection in the large volume of legitimate traffic. The fact
that the Coast Guard must now search diligently to find the rum-
running vessels, a number being undoubtedly engaged in. the traffic,
necessitates extensive scouting operations over wide sea areas, which
really occasions a greater burden and responsibility upon personnel
and ships than was the cace when rum row existed and the foreign
liquor vessels anchored in groups near our shores.

Cruises in northern waters—The regular annual patrol of the
waters of the North Pacific Ocean, Bering Sea, and southeastern
Alaska is for the protection of the fur seal and sea otter, and of
the game, fisheries, and fur-bearing animals of Alaska. The patrol

. in progress at the close of last fiscal year was carried on for
the season of 1926 by the Coast Guard cutters Algonguin, Bear,
Haide, Snohomish, and Unalga. The veteran Bear made her ac-
customed trip to Arctic waters and visited Point Barrow. She.re-
turned to Oakland, Calif., on September 13, 1926, successfully com-
pleting her last journey to.the northern country. The record of this
notable 53-year old craft, no longer suitable for the rigors of the
northern service, is remarkably interesting. She is succeeded by the
new cutter Northland. In the performance of their duties the vessels
cruised more than 44,000 miles.

The patrol for the present season of 1927 is in progress and is
being made by the Coast Guard cutters Algonquin, Haida, Unalga,
Northland, and Snokomish.

Northern Pacific halibut fishery.—The Coast Guard cutters Unalga
and Snohomish were assigned this year to the duty of patrolling cer-
tain waters off the coast of Washington and southeastern Alaska in
the interest of the enforcement of the law with respect to halibut
fishing. This work is performed by the Coast Guard in behalf of the -
Bureau of Fisheries, Department of Commerce. The Unalga was
engaged on this patrol from November 10, 1926, to November 17,
1926, and cruised about 1,000 miles. The Snokomish, on February
14-16, and on February 23-24, 1927, cruised on the halibut banks.

Communications

The communications service is concerned with the provision, con-
- struction, operation, and maintenance of all Coast Guard communica-
tion facilities of whatever nature, and with the instruction and
training of the personnel connected therewith. _
Telephones and cables—The Coast Guard owns and operates a tele-
phone line system consisting of 183 separate and distinct lines con-
nected with commercial exchanges.for local and long distance service.
The total mileage of the lines is approximately 2,650 miles, including
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480 miles of submarine cable. All Coast Guard stations and a num-
ber of other Government agencies are furnished service over these
lines.

During the year additions were made to the coastal communica-
tion system by the construction of a telephone line to Poverty and

~ St. Martins Islands, in Lake Michigan, thus connecting all the out-
lying islands at the end of the Wisconsin Peninsula, starting at Gills
Rock, Wis., across Porte Des Morts Passage to Plum Island, thence

» across Detroit Island Passage to Washington Island, thence to Jack-
son’s Harbor, Rock Island, St. Martins Island and Poverty Island.
This project provides a telephone circuit for all the isolated light- |
houses and important lookouts along the dangerous Detroit Island
and Porte Des Morts passages, and is of great value to shipping usiug
these passages.

The Manitou Island, Mich., line was completely rebuilt during the

. year, and the 14 miles of new submarine cable authorized by Con-
gress for connecting the Manitou Islands with the mainland were
lald in the early part of the year. :

- A cable was laid connecting the coastal telephone lines on Long
Island, N. Y., with the malnland at Bay Shore, N. Y.

The hurricane which swept the coast of Florida in September,
1926, completely demolished the Biscayne Bay station line, the
Fowey Rock Lighthouse line, the Fort Lauderdale station line, the
Mosquito Lagoon line, and several other spur lines on the Florida
Keys. These lines have been rebuilt and telephone service has been
restored.

There is a pressing. need of 16 miles of submarine cable to replace
the old and greatly deteriorated cable between Cape Henry and

. Cape Charles, Va. Reference to this matter was made in last year’s
report. The condition of the present cable does not justify repairs.
This cable is an important connecting link for communications north
and south of Norfolk, Va.

Radio coordindtion representatives—An officer of the Coast Guard
continues to represent the entire Treasury Department on the inter-
departmental radio advisory committee, which committee coordinates
certain govermental radio activities and acts in an advisory capacity
to the Secretary of Commerce. An officer of the Coast Guard also
represents the Treasury Department on the interdepart'mental elec-
trical communications committee, which committee is advisory to the
State Department on matters aﬂ'ectmg electrical communications.
During the year this latter committee was actively engaged in mak-
ing preparations for the International Radiotelegraph Conference to
be held in Washington in October, 1927, in preparing the proposals
of the United States for revision of- the Radiotelegraph Convention
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signed in London in 1912, and in studying the proposals as submitted
by other nations adhering to the convention.

Lieuts. E. M. Webster and R. J. Mauerman, United States Coast
Guard, were appointed by the Secretary of State as technical ad-
visors to the United States delegation at the forthcoming conference.

Equipment

Floating equipment.—On June 30, 1927, there were in commission
in the-Coast Guard 17 cruising cutters, first class; 16 cruising cutters,
second class; 25 Coast Guard destroyers; 37 harbor cutters and
lJaunches; thirty-three 125-foot patrol boats; thirteen 100-foot patrol
boats; one hundred ninety-eight 75-foot patrol boats; 7 other
patrol boats, viz, Cook, Cygan, Patrol, Smith, Swift, Tingard, and
Vaughan; 73 cabin picket boats and 39 open picket boats. There
were also in commission 16 small craft that have been seized and

_ forfeited. The foregoing floating equipment, it should be stated, does
not include the primarily life-saving boat equipment attached to
- Coast Guard cutters and stations.

The thirty-three- 125-foot patrol boats, and the cruising cutter
Northland to replace the Bear, mentioned in last year’s report as
being under construction, were completed during the fiscal year.

The Congress by act approved June 10, 1926, authorized the con-
struction and equipment of 10 Coast Guard cutters to be designed
and equipped for Coast Guard duties, at a cost not to exceed $9,000,-
000. In the second deficiency act, fiscal year 1926, approved July 3,
1926, the sum of $1,000,000 was appropriated to commence the con-
struction of three of these cutters. Subsequently funds were ap-
propriated to complete the three cutters and to commence the con-
struction of two more. The design plans and specifications for
five of the cutters (Vos. 46-49) were completed and forwarded to
prospective bidders. Bids for the construction of the hulls of these
cutters and the installation of the machinery were received June 21,
1927. It is earnestly hoped that funds will be provided at the
earliest possible date to the end that the entire program of 10 cut-
ters authorized by Congress may be brought to completion. This is
a matter of great importance to the service. The additional equip-
ment is urgently needed for the general duties of the Coast Guard.

Three special 34-foot shallow-draft cabin picket boats, from speci-
fications prepared by the Coast Guard, were built for the service
during the year by a private boat builder.

In addition to the work on vessels at the Coast Guard repair depot,
detailed below, the Kickapoo was converted into an icebreaker, under

. contract with a private shipyard. The work of reconditioning the
five 1,000-ton destroyers, under the supervision of Coast Guard
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personnel, at the navy yard at Philadelphia Pa., for Coast. Guard
duty, was completed early in the fiscal year.

A'thzon.—Durmg the year five modern seaplanes of the latest
types in use by the Army and Navy were purchased under Navy

. inspection. Three are Loening amphibian planes and two are of
the Voight UO type. An air station with three planes was placed
in operation on Ten Pound Island, off Gloucester, Mass., and oper-
ated as an auxiliary of the Coast Guard patrol base at Gloucester.
In addition to the law-enforcement work of that base, in which sea-
planes were used in searching coastal sea areas in cooperation with
Coast Guard destroyers and patrol craft, these planes have searched
for missing vessels of New England fishing fleets and for lost trans-
Atlantic aviators.

The naval appropriation act approved August 29, 1916 (39 Stat.
600), provided in part as follows: '

* * # That for the purpose of saving life and property along the coasts
of the United States and at sea contiguous thereto, and to assist in the
national defense, the Secretary of the Treasury is authorized to establish,
equip, and maintain aviation stations, not exceeding ten in number, at such
points on the Atlantic and Pacific coasts, the Gulf of Mexico, and the Great
Lakes as he may deem advisable, and to detail for aviation duty in connection
therewith officers and enlisted men of the United States Coast Guard. * * *

In accordance with this intent of Congress, the patrol aircraft
have conducted experiments in the direction of life-saving opera-
tions, such as the method of carrying lines to distressed vessels by
means of airplanes.

‘Operations were started during the year from another air station,
at Cape May, N. J., utilizing existing facilities of the former naval
air station at that place, now occupied by the Coast Guard.

Ordnance—During the year considerable progress has been made
toward increasing the efficiency of the ordnance equipment in the
Coast Guard. The general condition of the guns of larger caliber
has been materially improved by overhauls at navy yards and by re-
newing parts. The 3-inch guns of the Ossipee and the Yamacraw.
have been'replaced by newer ones. A standard fire-control system has
been adepted and installed on all the destroyers and several of the
cutters. It is hoped to complete this work during the fiscal year

. 1928.  The plans for new cutters include improvements both in fire-
control system and in the magazines.

Landing-force equlpment as uniform as may be obtained is being
provided all service units. Defective and obsolete small arms are
being replaced as rapidly as funds will permit. It has been necessary
to dispose of a large quantity of small-arms ammunition, due to
deterioration, and its replacement has been a serious drain on the
appropriation. »
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An earnest effort has been made to improve the gunnery training
of personnel. Excellent results are being attained in the Destroyer
Force and, notwithstanding the difficulties involved, more cutters
have held target practice this year. While the number of cutters
firing is still not as great as is desired, it is anticipated that next
year will show a marked increase. It is hoped that funds may be

. had for cash prizes for gun crews, fire-control parties, and ship-
control parties, as it is believed that the payment of such prizes
would greatly increase the interest in target practice and that a
higher degree of gunnery efficiency would be attained thereby.

All the Coast Guard destroyers and several of the cutters conducted
small-arms target practice.

In the furnishing of ordnance equipment, and in 1ts maintenance,
the assistance of the Bureau of Ordnance, Navy Department, has
been invaluable. The Coast Guard appreciates this helpful co-
operation.

Grateful acknowledgment 13 also made of the advice and asslstance
of the Division of F Pleet Training, Office of Naval Operations, in the
preparation of plans for target practice.

The academy, stations, repair depot, ete.

Coast Guard Academy.—There were 47 cadets under instruction
at the Coast Guard Academy, New London, Conn., at the close of the
fiscal year. The resignations of 26 cadets were accepted during the
year. On January 28, 1927, 22 cadets were graduated, and commis-
sions were issued to them as ensigns in March, 1927, three months
before the usual time, owing to the emergent need for additional
commissioned personnel. As a result of the examination held in
June, 1926, 54 cadets were appointed, and 1 cadet who had previously
resigned was reappointed, making a total of 55 appointed during the
year. Entrance examinations were held June 21, 1927, and it is
expected that.appointments will issue to the successful competitors
during August, 1927.

As stated in last year’s report, the practice cruise for 1926 of the
Alezander Hamilton was in progress at the close of the fiscal year
1926. The vessel visited Parris Island, S. C.; Hamilton, Bermuda;
Halifax, Nova Scotia; Shelburne, Nova Scotia; Bar Harbor, Me.;
Rockland, Me.; Portland, Me.; Boston, Mass.; Provincetown, Mass.;
New Bedford, Mass Newport R.L; and New York, N. Y. arrlvmg
at the academy, New London, Conn on the return voyage August
26, 1926. '

The Alexander Hamilton entered upon the practlce cruise for 1927,
leaving the academy June 1, 1927. When only a few days out, how- .
ever, she lost her propeller and had to be towed back to New London.
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The Coast Guard cutter Mojave took up .the cruise, leaving New
London on June 25. The cruise was in progress at the.close of the
fiscal year. . :

The annual reports for the fiscal years 1924, 1925, and 1926 pointed

‘out the extremely unfavorable physical conditions prevailing at the
academy with respect to the inadequacy, unsuitability, and dilapi-
dation of the buildings on the grounds and expressed the hope that
means might be found to remedy the situation. It is desired again
to invite attention to the matter. It is important that something be
done to correct these very unsatisfactory and discouraging conditions.

‘Stations and bases.—On June 30, 1927, there were 252 Coast Guard
" (life-saving) stations in an active status. There were 3 floating
section bases (Colfaz, Pickering, and Wayanda); 1 destroyer float-
ing flag office (Argus); and 18 shore section bases, established for

_ law-enforcement purposes. The service craft attached to these bases
operate against smuggling activities. ‘

Repairs, improvements, alterations, and additions, more or less
extensive, were completed during the year at 33 Coast Guard sta-
tions and other shore units. ‘Minor repairs were made to the build-
ings and accessories at 196 Coast Guard stations and 21 other shore
units. Contracts were awarded, or work was begun, during the year
in connection with construction projects at seven Coast Guand

" stations and one other shore unit.
~ Attention has been invited in former reports to the need of re-
building, repairing, and improving existing Coast Guard stations
and for constructing new stations the establishment of which has
been authorized by law. It is necessary to rebuild some of the
stations and to repair and improve others that have fallen into a
state of dilapidation on account of age and usage. The moneys
appropriated from year to year are not ample to meet the actual
pressing requirements of modernization and sanitation of which

. many of the stations are sorely in need. The appeal can not be
too strongly stated, and it is earnestly hoped that means may be
found to correct these very unfavorable conditions.

Repair depot—The following-named Coast Guard vessels were
overhauled during the year at the Coast Guard repair depot at
Curtis Bay, Md.: Gresham, Carrabasset, Manhattan, Manning,
Kickapoo (outfitted), Seminole, Tuscarora, Apache, and Pequot.
Repairs were also made to harbor cutters and launches of the service.

The boat-building shops at the depot constructed 57 standard boats
for distribution to units of the service. The depot also constructed
six surfboats for power for the Navy Department, ready to receive
the engines which were to be installed by the Navy. The recondi-
tioning of a number of 75-foot patrol boats and the overhauling and
repair of a number of 100-foot patrol boats were also undertaken by
the depot in the course of the year.
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Personnel

On June 30, 1927, there were on the active list of the Coast
Guard. 287 regular commissioned officers and 72 temporary com-
missioned officers, 47 cadets, 22 chief warrant officers, 388 regular:
warrant officers, 444 temporary warrant officers, 9,924 enlisted men,
and 36 civilian employees in the field.

Recruiting—The recruiting service of the Coast Guard on. July
1, 1926, the beginning of the fiscal year, consisted of 9 main recruit-
ing stations and 28 substations located at suitable strategic points
in the East, South, and Middle West,

During the ﬁscal year 1927 there were 14,773 applicants for enlist-
ment, of which number 3,507 were enlisted, the remainder being

o rejected for physical disability and other disabling causes. On De-
cember 1, 1926, due to the limited funds available for travel, recruit-
ing at all stations was restricted to the enlistment of ex-service men
only. On March 4, 1927, due to the fact that the funds for travel
of recruits were practically exhausted, and the further fact that the
second deficiency bill, carrying a provision for such funds for the
Coast Guard for the remainder of the fiscal year, failed of passage,
recruiting at all main stations and substations, except in four in-
stances, was suspended. Recruiting at these four stations was con-
tinued, as the recruits upon enlistment could be transferred to Coast
Guard units near-by without involving cost for travel.

* On June 30, 1926, the enlisted personnel of the Coast Guard num-
bered 8,784. At the close of the fiscal year 1927 there were 9,924
enlisted men in the service, an increase of 1,140.

During the year all recruits without former service in the Coast
Guard or Navy were trained at the Coast Guard receiving unit, New
London, Conn., and in order that the recruits might become fully
indoctrinated with service routine, methods, and . processes,.a de-
stroyer was utilized as a training ship at that station with excellent
results. '

The introduction into the service of patrol boats propelled by
Diesel engines necessitated the training of enlisted personnel in the
operation and care of these.engines. Through the courtesy of the
Navy Department, 165 enlisted men were so trained during the year
at the Navy submarine base, New London, Conn. '

Also, while these engines were being assembled at the plant of the
Winton Engine Co., Cleveland, Ohio, 48 enlisted men were instructed
in their operation and care, making a total of 213 enhsted men who
were trained for the duty during the year.

Welfare—Every effort is being made, with the limited funds avail-
able, to provide healthful diversion for the enlisted men, as it is

- realized that the morale of the service depends in a large degree upon
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adequate recreational facilities and opportunities to ameliorate, so
far as possible, the hardships and privations to which the men are
necessarily- subjected.

The continued interest of the men in the training courses is grati-
fying, and the Coast Guard expresses its great appreciation of the
courtesy of the training division of the Bureau of Navigation, Navy
Department, for making the educational facilities of that department
available to the service. All'means for recreation and education that
have been offered the men have met with hearty response and
appreciation.

Award of life-saving medals

Sixteen life-saving medals of honor, 5 gold and 11 silver, were
awarded by the Secretary of the Treasury during the fiscal year,
under the provisions of law, in recognition of bravery exhibited in
the rescue of persons from drowning in waters over which the United
States has jurisdiction, or upon an American vessel.
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National banks organized, consolidated, insolvent, in 'voluntary ligui-
dation, and in actwe operation

From the inauguration of the national banking system in 1863 to
June 30, 1927, charters have been issued to 13,097 national banking
ass001at10ns, of which 7,844 are in active operation. By reason of
liquidations, consolldatlons and faﬂures, 5,253 associations have been
terminated. .

The capital of the banks in active operation on June 30, 1927, was
$5,481,279,615, an increase during the fiscal year of $61,192,210.

" While charters were issued during the year to 145 associations, there
was a net decrease of 194 in the number of banks—that is, from 8,038
to 7,844—-by reason of voluntary liquidations, receiverships, fmd
consolidations.

Summaries of operations during the last year, relating to the num-
ber and capital of national banks organized, increases and reductions
of capital, with number of national banks organized under various
acts of Congress, and number closed for various reasons during the
existence of the system, together with the number crganized, con-
solidated, failed, liquidated, and in existence in each State and
geographical division, are shown in the statements following:

Orgamzatw'ns capital stock changes, and liquidations of national banks during
. the fiscal year ended June 30, 1927

Total
Num-
» E)err Capital | Num-
banks t:)efr Capital

banks

Charters granted____._._. $47, 430, 000

4 Increases of capital (214 b: 69, 196, 210
Restorations to solvency
148 | $116, 776, 210
Voluntary liquidations. . c. ..o et ceeceemeaes 175 | 42, 515, 000
Receiverships 2__.._._____._.. - 142 | 8,002, 000
Decreases of capital (16 banks). . ... o oo |ecamuo.- 1, 330, 000
Closed under consolidation act of Nov. 7, 1918, and amount

of capital decreasc incident thereto.. .. .. ______._.__.__ 29 | 4,337,000

2346 | 256,184, 000

Net decrease in banks. oo eeinii ool 194 | .
Net increase in capital. .. .|| 61, 192, 210
Charters in force June 30, 1926, and authorized capit: 8,038 | 1,420, 087, 405

Charters in force June 30, 1927, and authorized capital..j..___...|._.__.. .| 7,844 | 1,481,279, 615

! Includes 8 increases aggregating $2,675,000, which were effected as a result of consolidations under the
act of Nov. 7, 1918, and 7 increases agg’regatmg $2,910,000, incident to the consolidation of State banks with
national banks under the act of Feb. 25, 1927, ‘and 60 increases by stock dividends aggregating $7,176,350
i 2 Ixécludes 4 banks with aggregate capltal of $600,000, which had been previously reported in volunl:ary

iquidation
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Number of national banks organized since February 25, 1863, number passed
out of the system and number in ewistence June 30, 1927

Organized under— i i .
Act Feb. 25, 1863 456

Act June 3, 1864 8, 023
Gold currency act, July 12, 1870.. - . 10
Act Mar. 14, 1900. - . 4,608
Total number of national banks organized : 13, 097
Voluntary liquidations 3,774
Expirations of corporate existence__________.__ : 208
Consolidations under act Nov. 7, 1918 187
Receiverships, exclusive of those restored to solvency o oo 1,084
Total number passed out of the system 5, 253
Number now in existence___________ 7,844

Number of national banks organized, consolidated under act of November 7,
1918, insolvent, in voluntary liguidation, and in existence on June 30, 1927,

by States
. C&mtscgi-
Organ- ate Insol- |In liqui-| In exist-
State ized a&“gf)ﬂ," vent | dation ence
7, 1018

MBINe. e e cceccec e e 13 1 55 57
New Hampshire. ..o oo iiiaiamcaanas 73 1 4 13 55
Vermont....... - 76 1 7 22 46
Massachusetts_. 347 7 16 169 1565
Rhode Island. ..c oo ccoamoomoccmcccaeaeae 65 2 1 49 13
Connecticut ... 118 3 6 44 85
Total New England States..._.o.ocoo.oo ..o 792 15 34 352 391
New YorkK. . coa o ccaciececciacrccmecarcrccaanann 901 23 52 268 558
NewW Jersey . - oovccmececccctmmacmcccc e coane 365 8 10 54 203
Pennsylvania. ..o cocarmceea e e cccemamaae 1,132 19 51 190 872
DelaWare. e ccimare e cecammce e caeeman—e 2 2 O P, 10 19
Maryland.. R 127 fecaceea- 2 41 84
Dlstnct of COlUMBIB. - - —mooe oo 30 3 4 10 13
Total Eastern States .o cemueeoooooauaaaoaaas 2, 584 53 119 573 1, 839
VArgINia - o e e e e eeccceamcma e e e 234 10 7 48 169
West Virginia. . - 163 3 (] 32 122
North Caroling. ..o 127 2 14 34 77
South Carolina. [ PO, 113 & 12 30 66
GEOTZiB.eueececacccacecancaccamcmaccaaacocacrmanmnan - 167 4 18 62 83
B 167 ST £ VI SN 108 joceeaeo-.. 16 27 65
Alabama. 160 |--ecanao-. 13 42 105
Mississippi- 67 )i 3 28 36
Louisianga. ccceoeonoc- 83 2 8 41 32
Texas... 1,036 9 64 311 652

121 1 14 26
231 5 6 78 | 142
Tennessee.- - 193 5 11 73 104
Total Southern States. oo ooeoocicemaaaaas 2,803 46 192 832 1,733
630 15 36 238 341
399 5 21 137 236
Ilinois.. . 702 3 20 179 491
Michigan 265 2 17 112 134
Wisconsin....._... 237 3 13 65 156
Minnesota. ' 442 3 60 96 283
Towa... . 498 3 72 131 292
Missouri < - 268 6 16 111 135
Total Middle Western States. cococaoaaaam s 3, 441 40 264 1,069 2,068
North Dakota.. 242 1 56 43 142
South Dakota 200 1 41 93
Nebraska, 345 1 42 147 155
K ADS8S - eecamcecccascmancamcaaaacan 433 4 43 129 257
Montans 189 2 62 51 74
‘Wyoming [ PR - 12 15 30
(9201 1¢) 17 L YISO 204 3 28] - 49 124

64761—F1 1927——13
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Number of national banks organized, e'tc.—Con:tinue(]_ o R

Cémtso({i-
Organ- ate Insol |In liqui- | In exist-
State . ized a&“ﬁ%‘; vent dation ence
7, 1918
INEW METICO- e eeeeeee oo moeoeeeoceeeeeeeeeeee [ 24 25 2
OKIAhOMA. oo oot e ceeeae 714 3 48 313 350
Total Western States ... oceeoocaoovamoaan 2,462 15 375 813 1,259
Washington. - .- 200 4 31 56 109
Oregon....... -] * 135 ; 13 27 5
California. .ccooieacacancann - 479 12 .22 200 245
Idaho... 108 Joeeomaone ., 26 28 52
Utah, 38 2 3 13 20
Nevada..ooooeocaaaaianen 16 foeeccccnna 2 4 10
AIZODB. oo e e -+ PO 3 9 17
Total Pacific States...._...... P AR 1,003 18 100 . 337 548
AlasKa. o ooooeiciceaaaas 5 1 4
The Territory of Hawaii 6 |--- 4 2
POrt0 RiCO- e 1 ) )
Total Alaska and insular possessions......-..... 12 .. . 6| 8
Total United States. .. ooooeeoincarciaianans 13,097 187 1,084 3,982 7,844

Condition of national banks

The aggregate resources of 7,796 reporting national banks in the
continental United States, Alaska, and Hawaii, June 30, 1927,
amounted to $26,581,943,000, as compared with resources of 7,978
reporting national banks in the sum of $25,315,624,000 on June
30, 1926. The increase in resources for the year amounted to
$1,266,319,000. :

“Loans and discounts, including rediscounts, were $13,955,696,000
on June 30, 1927, an increase of $538,022,000 over June 30, 1926.

United States Government securities owned totaled $2,596,178,000,
which is an increase of $126,910,000 in the year. Other miscellaneous
bonds and securities amounted to $3,797,040,000 and show an increase
of $424,055,000 since June, 1926.

Amounts due reporting banks from other banks and bankers, in-
cluding lawful reserve with Federal reserve banks, aggregated
$3,374,002,000 and were $9,983,000 more than in June of last year.
Cash in banks, $364, 204 000, shows an increase of $4,253,000 in the
year.

- Capital stock paid in was $1 474 173,000 and shows an increase of
$61,301,000 since June 30, 1926. Surplus and undivided proﬁts were .
$1, 765 ,366,000, as compared with $1,676,486,000 a year ago.

Clrculatlng notes outstanding of $650,946,000 show a decrease of

$209,000 in the 12-month period.
. Balances on the books of. reporting banks due to correspondent
banks and bankers, including certified checks and cashiers’ checks
outstanding, aggregated $8,395,927;000, which is a decrease in the
year of $9,321,000. :
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Total deposits amounted to $21,775,123,000 and were greater by
$1,132,959,000 than in June of 1926. The total deposits include
United States funds of $139,843,000, other demand deposits of
$10,923,729,000, and individual time deposits, including postal sav-
ings, in the sum of $7,315,624,000. Total individual deposits, time.
and demand, were $18,239,353,000 and show an increase of $1,146,-
941,000 over June 30, 1926.

Borrowed money amounted to $368,042,000, which is a decrease of
$53,914,000 in the year. The liability for borrowed money was rep-
resented by bills payable and rediscounts of $248,018,000 and $120,-
024,000, respectively.

The percentage of loans and discounts to total deposits was 64.09
on June 30, 1927, in comparison with 65 on June 30, 1926. ‘

The resources and liabilities of national banks at the date of each
report since June 30, 1926, are shown in the following statement:
Abstract of reports of condition of national banks at the date of each report

since June 30, 1926

{In thousands of dollars}

June 30, Dec. 31, Mar. 2, June 30,
1926— 1926— 1927—
7,978 banks {7,912 banks | 7,828 banks | 7, 796 banks

RESOURCES

Loang and discounts (including rediscounts) 1 13,417,674 | 13,573,275 | 13,647,640 | 13,955,696
Overdraflts. ..o cdeecceceeeen - 9,719 9, 332 12, 662 9, 7!

3 3
United States Government securities owned....._ - 2,469,208 | 2,282,571 | 2,652,367 2,596, 178
Otber bonds, stocks, securities, etc., owned........ .| 3,372,985 | 3,507,821 | 3,671,313 3,707, 040
Customers’ liability account of acceptances ...... . 232, 460 255, 464 246, 250 253,131
Banking house, furniture and fixtures.co-coeeooooo... 632 842 644, 880 663, 959 680, 218
Other real estate owned ... - 115 869 114,108 117, 571 115, 817
Lawful reserve with Federal reserve banks....._._____. 1, 381 171 | 1,359,386 | 1,400,317 1, 406, 052

[tems thh Federal reserve banks in process of collec-

501, 409 543, 268 443, 145 496,918
359, 951 352, 709 373, 905 364, 204
1,080,617 | 1,124,188 1,026,760 | 1,044, 653
Amount due from otber banks, bankers,

COMPANILS - v o oo oo e ccacmcccecmcaccaamceneaean - 400, 822 423, 766 393, 174 4286, 381
Exchanges for clearing house........__.. - 899, 901 969, 432 626, 687 047, 946
Checks on other banks in the same place.. 97,179 117, 264 74,304 101, 574 |
Outside checks and other cash items_ ... _______________| 69,316 72,928 47,128 89, 480
Redemption fund and due from United States

TLRASULEY . o o o - o oo e dmce e e e ae 33,023 32,810 32,505 32,917
United States Government securities borrowed. - 24, 442 23,787 16,-986 17,721
Bonds and securities, other than United Stat

rowed.._ 3,173 3,299 4,646 3,828
Other assets. 213, 803 273, 561 247, 830 242, 405

Total 25,315,624 | 25,683, 849. | 25,609,147 | 26, 581,943

LIABILITIES

Capltal $60cK Paid 10 o oceeeeecemeneee .--] 1,412,872 | 1,410,723 | 1,460,491 1,474,173
Surplus fund Y 1,108,899 1 1,216,979 | 1,239,810 1, 256, 945
Undivided profits, less expenses and taxes paid.. - 477, 587 477,217 519, 670 508, 421
Reserved for taxes, interest, etc., accrued...... - 64,618 61,308 70, 409 70,326
National-bank notes outstanding........ - 651, 155 848, 440 642, 558 650, 9468
Due to Federal reserve banks. . - 33, 794 38,179 35, 281 36,379
Amount due to national banks. ..cccenoccneacicanans 979, 814 983, 661 980 891 976 119
Amount due to other banks, bankers, and trust com-

panies. .. . 1,885,848 | 1,816,955 | 1,764,982 | 1,844,439
Certified checks outstanding.......... 217,123 219, 759 200, 381 223, 884
Cashiers’ checks outstanding. - ‘288, 669 365, 087 201, 921 315, 106
Demand deposits. _ . -occeoeericcccmccccaacaan 10, 778, 603 | 10,768,669 | 10, 430,341 | 10,923, 729
Time deposits (including postal savings) 6,413,809 | 6,533,442 | 7,056,467 7,315, 624
United States deposits. - ooceoee oL oLl 144, 504 138, 239 241, 945 139,843 |

1 Includes customers’ liability under letters of credit.
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Abstract of reports of condition of national banks al the date of each reporé
- since June 30, 1926—Continued

[In thousands of dollars)

17, 978 banks|7, 912 banks | 7,828 banks | 7,796 banks

Total d 12 U | 20,642,164 | 20,863,991 | 20,912,209 | 21,775,851
United States Jovernment securities borrowed. - ... 24, 442 23,787 17,011 17,748
Bonds and securities, other than United States, bor- .

TOWRA. o e encemcemrcaensmmamamcamamecmesem o - 3,173 3,299 4,646 3,828
Agreenients to repurchase U
¢ or other securities sold. - ..ceeemnoae . R 3,489 18, 485 4,480 3,528
Bills payable (including all obligations representing !

borrowed money other than rediscounts) ... co--.... 253, 807 391, 593 306, 203 248, 018
Notes and bills rediscounted. . ... ooeneoeocereuecenanan 168, 149 138,716 92, 840 120, 024
Acceptances of other banks and foreign bills of exchange .

or drafts sold with indorsement. . _ . .. ._.._.___. 100, 652 95,349 95, 035 111,010
Letters of credit and travelers’ checks outstanding. . . ..| 12,880 7,718 | . 9, 812 15, 440
Acceptances executed for customers and to furnish ’

dollar exchange less those purchased or discounted. - - 221,131 250, 381 242,265 | 248,184
Acceptances executed by other banks. _____________.... 29, 801 23,268 17,636 20, 353
Liabilities other than those stated above. .. ——- 50, 805 54, 546 64, 072 57,870

TOtal e 25,315,624 | 25,683,849 | 25,699,147 | 26, 581,043

Banks other than national

‘The aggregate resources of 19,265 reporting banks other than na-
tional in the various States, Alaska, and the insular possessions on
June 30, 1927, were $41,550,615,000, and exceeded by $1,972,877,000
the resources of 20,168 associations on June 30, 1926.

Loans and’ discounts of $23,314,682,000 were $731,326,000 greater
than in the year previous; investments in United States and other
miscellaneous bonds and securities of $10,861,875,000 showed an in-
crease of $888,987,000; banking house, furniture and fixtures, $899,-
887,000, were greater by $39,679,000; and other real estate owned,
$283,656,000, was $40,608,000 in excess of this item a year ago.

Amounts due from correspondent banks and bankers, including
lawful reserve with Federal reserve banks and other reserve agents,
amounted to $3,526,400,000 as compared with $3,405,042,000 a year
ago. Checks and other cash items of $869,936,000 were greater by
$110,322,000, while exchanges for clearing house showed a decrease
of $39,320,000. Cash on hand was increased from $636,569,000 to
$643,692,000.

All liability items reported by banks other than national as of .
June 30, 1927, showed increases over the returns of this class of banks
“for June 30, 1926 save bills payable and notes and bills rediscounted,
which were decreased in the year $32,990,000 and $6,730,000,
respectively.

Capital stock paid in aggregated $1,902,325 OOO surplus, $2,507,-
§82.000; and undivided profits, $622,785,000.
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Individual . deposits, including dividends unpaid and postal sav-
ings, were $32,893,201,000, an increase of $1,103,317,000; certified
checks and cashiers’ checks outstanding, $580,953,000, were greater
by $431,096, ,000; and United States deposits were $54 181,000, or
$10,858,000 more than on June 30 of the precedlng year.

Bills payable and notes and bills rediscounted in the current year
aggregated $353,363,000 and $108,103,000, respectively,

Comparison of the resources and liabilities of these banks for
the years ended June 30, 1926 and 1927, is shown in the following
statement :

Résources and liabilities of banks other than national June 30, 1927, compared
with June 30, 1926 :

[In thousands of dollars] -

June 30, June 30,
1926— 1927—" | Increase |Do0rease,
20,168 19,265 anks
RESOURCES
Loads and discounts. - - .o oo ool 22, 583,356 | 23, 314, 682 731,326
Overdrafts. oo coocreci oo 39,751 33,662 [-...... e
Investments (including premiums on bonds)..... 9,972,888 | 10, 861,875 888, 987
Banking house (including furniture and fixtures). 860, 208 899, 887 39,679
Other real estate owned .. coooococieimanai.. 243,048 283, 656 40, 608
Due from banks. . ..o ccom oo i oo cicoceioioeoo 1, 859 627 | 1,999,498 139, 871
Lawfulreserve with Federal reserve banks or otber reserve
agents_____.___. - --.| 1,545,415 | 1,526,902 ...
Checks and other cash items. 759, 614 - 869, 936
Exchanges for clearing house 211, 551 172, 231
Cash onhand_... 636, 569 643, 692
Other resources_ - 865,711 944, 594 78 883 oo
Total TeSOUTCeS. o o e cao e iccmoacaceeamacane 39,577,738 | 41,550,615 | 1,972,877 |_____.____
LIABILITIES ’ '
Qapital stock paid in.. e ooooa oo 1,860,431 | 1,902,325 41,894
Surplus._...._.... --| 2,273,069 | 2,507,582 234, 513
Undivided profits (less expenses and taxes paid)._. - 585,584 | - 622,785 37,201
Duetoallbanks__________ . ___________________ .| 1,431,149 | 1,432,400 1, 251
Certified checks and cashiers’ ¢checks. ..o oo iee.. 149, 857 580, 953 431 096
Individual deposits (including d1v1dends unpaid and
POStAl SAVINES) « w e cmem oo em e eccceenan 31,789,884 | 32,893,201 | 1,103,317 |.oeooo___.
United States deposits (exclusive of postal savings).. 43,323 54,181 10,858 |- cocecenn.
Notes and bills rediscounted -~ ._________...__... - 114, 833 108,108 |.eoomeaoo. 6, 73¢:
Billspayable _.__...._.________. -.f 386,353 353,363 1. _..eo...
Other liabilities. ... - 943,255 | 1, 095 722 152, 467

Total Habilities. < o vammmeeoe oo oeeeaeees 39, 577,738 | 41,550,615 | 1,972,877

All reporting banks

[Natlonal State (commercial), savings, and private banks, and loan
and trust companies]

On June 30, 1927, there were 7,796 reporting national banks and
19,265 reporting banks other than national, a total of 27,061 associa-
tions, the combined revurns of which showed resources aggregating
$68,132,558,000, and exceeded by $3,239,196,000 the resources of all
reporting banks on June 30, 1926. s
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- Loans and discounts, including rediscounts, amounted to $37,270,-
378,000, in comparison with $36,233,490,000 on June 30, 1926, an
increase of $1,086,888,000. The current figure also did not include
customers’ liability on account of acceptances executed and outstand-
ing, $253,131,000, reported separately by national banks, while a
similar item in the sum of $232,460,000 was included with loans and
discounts of all reporting banks on June 30, 1926. Overdrafts
showed a reduction of $6,020,000. Investments in United States and
other miscellaneous bonds and securities totaled $17,255,093,000, and
“exceeded by $1,439,952,000 the amount reported a year ago. Banking
houses, furniture and fixtures, and other real estate owned were
valued at $1,979,578,000, and showed an 1ncrease of $127,611 OOO in
the year.

Balances due from correspondent banks and bankers, including
lawful reserve with Federal reserve banks, totaled $6,900 402 000, an
increase of $131,341,000; checks and other cash items, including
- exchanges for clearing house, $2,181,167,000, were greater by $143,-
606,000, and cash on hand, $1,007, 896 000 was $11, 376 000 more
than on June 30, 1926,

The paid-in capital stock aggregated $3,376,498,000, and showed
an increase of $103,195,000; surplus of $3,764,527,000, exceeded the

. amount a year ago by $292,559,000, and undivided profits of $1,131,-
206,000 increased in the sum of $68,035,000.

Total deposit liabilities were $56,735,858,000, or $2,679,481,000
greater than the year previous.” With the exception of amounts due
to other banks and bankers, which declined $41,268,000, each of the
other deposit items showed increases as follows: Individual deposits,

. including unpaid dividends and postal savings, $2,250,258,000; cer-
tified checks and cashiers’ checks outstanding, $464,294,000; and
United States deposits, $6,197,000.

Obligations for money borrowed $829,508,000, represented by
bills payable of $601,381 000 and rediscounts of $228,127,000 were
less by $194,286,000 than the amount reported a year ago.

The following tables show a comparison of the resources and
liabilities of all reporting banks: for the year ended June 30, 1926
and 1927, and similar items on June 30, of each year from 1921 to
1927, inclusive: '
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Resources and Uabilities of all reporting. banks June 30, 1927, compared with
¢ June 30, 1926

SECRETARY OF THE TREASURY

[In thousands of dollars]
7’
TJune 30, June 30, Decrease,
1926— 1927— Increase ,085
28,146 27,061 banks

- RESOURCES .
Loans and discounts (including rediscounts) .. ........... 136, 233,490 | 37,270,378 | 1,036,888 |.o.ccoc--.
OVerdrafts. oo cocoec e ccereeemenan 49, 470 43,450 [eeencmnnco-n
Bonds, stocks, and other securities 15, 815 141 | 17,255,093 | 1,439,052 |ccceennn-n
Due from other banks and bankers ? 6, 769, 061 | 6,900,402 131,341 |.
Real estate, furniture, etc.2. .. .o eeecaeaneaanann ..l 1,851,967 | 1,979,578 127,611 |-
Checks and other cash items v ... oooooooooo . 2,037,561 | 2,181,167 143, 606 |-
Cash 0N hand - v eccccee e cececcemcmmeemcmemeem 996, 5 1,007,896 11,376 |-
Other resources. ... ...... - .-} 1,140,152 {1 1 494, 594 354 442 Jo ool

B K1) ISP 64,893,362 | 68,132,558 | 3,239,196 [ ceeeeancn

LIABILITIES .

Capital stock paid in... .| 3,273,303 | 3,376,498 103, 195
Surplus fund 3,471,968 | 3,764,527 292, 559
Other undivided profits...... 1,063,171 | 1,131,208 68, 035
Circulation (national banks)....... 651, 155 650,946 |.cceaoioo.
Certified checks and cashiers’ check: 655,649 | 1,119,943 464, 294
Individual deposits............. 48,882,296 | 51,132,554 | 2,250,258
United States deposits. . 187,827 194, 024 6,1
‘Due to other banks and bankers......... 4,330,605 | 4,289,337
Other liabilities ¢ 2,377,388 | 2,473,523 96,135

b 1) SN 64,893,362 | 68,132,558 | 3,239,196

1 Includes acceptances reported by national banks,

t Includes lawful reserve with Federal reserve banks.
1 Includes banking house and other real estate owned.
¢ Includes exchanges for clearing house.

% Includes bills payable and rediscounts.

The followmg statement shows the number of national banks,
June 30, 1927, in each State, with the amount of capital and aggre-

gate assets, in comparlson with similar information for all reportmg
banks:

Number, capital, and assets of national dbanks, and all reporting banks, June 30,
1927, by Statea

National banks All banks, including national banks

States, etc. Num- | Capital | Aggregate | Num- | Capital | Aggregate

‘ : of 000 assets (000 of 000 assets (000

banks | omitted) omitted) banks | omitted) omitted) -

Maine. oo oo ciiciiiciaaas 57 $7,770 $161, 719 144 $13, 201 $466, 694
New Hampshire. . .occooooeeeenn.. 55 5,400 80, 317 123 6, 530 304, 088
Vermont....ocoooooiiiioaon 48 5,110 72,351 106 7,976 261 716
assachusetts. .. 153 79,788 1, 500, 182 442 125, 628 4, 911 842
- Rhode Island....ccuavmmeeemnnnn. 13 ; 870 - 63,792 37 14, 2656 . 671, 441
Connecticut. o comcocomamomann.. 65 21,702 312,463 250 42,662 1, 320, 034
Total New England States.. 389 124, 640 2,190,824 | 1,101 210, 162 7,835,815
New York. . ooeoeencaanaianans 554 278, 584 6,315,727 | 1,151 629, 386 18,894, 762
New Jersey..cceeumemmmemmmenennos 291 47,037 942, 119 568 125,903 2,619,291
Pennsylvania..ooouoeeooaeeonn oo 868 151, 490 3,146,453 | 1,640 349, 104 6, 512, 856
Delaware...occevemcecmaaacaaanaan 19 1,759 25, 501 59 10, 507 151, 230
Maryland.. o -oeeoooeL 84 18,409 312,475 244 43,023 941,067
District of Columbig.ccoooaeo ... 13 10, 527 166, 663 43 24, 451 315,184
Total Eastern States........ 1,829 507,806 | - 10,900,028 | 3,705 | 1,183,274 29,434, 380
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Nimber, capital, and assets of national banks, and all reporting banks, June 30,
1927, by States—(}ontmued

National banks . {All banks, including national banks
States, ete. Num- | Capital | Aggregate | Num- | Capital | Aggregate
of (000 assets (000 of | (000 assets (000
banks | omitted) omitted) banks | omitted) omitted)

167 $30, 559 $398, 130 497 $59, 048 $671, 672

122 13,519 206, 569 339 35,012 452,494

77 14, 838 195, 917 540 38,240 503, 958

65 9, 950 133,123 281 20, 015 234, 841

83 17, 800 273, 454 471 40,795 462, 843

62 16, 790 288, 935 327 36, 887 662, 665

105 14, 095 204, 090 356 28,098 349, 241

36 5,485 93, 189 348 17,006 276, 588

32 9, 075 123, 582 232 33,386 529,314

649 82, 995 1,016,777 | 1,426 117, 606 1,314,162

Arkansas 79 7,115 , 533 455 22,617 268, 803

Kentueky o oo iaae 142 20, 206 301, 247 590 43,832 601,418

Tennesses - 104 17, 664 255, 744 520 41, 215 526,826

Total Southern States._. 401,723 260, 181 3,592,290 | 6,382 533, 757 6, 744, 825

340 58, 055 900,513 | 1,067 178,970 3, 238,029

233 32,445 440,325 | 1,065 80, 216 1, 200, 393

- 490 | . 99,662 1, 839, 001 1,843 273,232 4,617,864

134 30,415 579, 511 796 119, 992 2,267,854

156 27,780 464, 838 973 64,178 1,100, 626

277 36, 163 644,069 | 1,196 62, 586 l, 129,048

287 24, 065 362,755 | 1,438 71,102 1,024, 005

135 44, 495 659 689 | 1,439 . 121,684 1, 601, 480

: Total Middle Western States.] 2,052 353, 070 5,890,701 | 9,817 971, 960 16, 179, 289

North Dakota 141 5,820 90, 766 530 12,893 165, 726

98 4, 545 - 71,857 417 12,047 168, 640

153 14, 130 228,845 | 1,025 36,918 541,422

257 18,383 261,226 | 1,180 43, 443 541, 456

74 5, 380 88, 146 210 11,735 170, 389

30 2, 460 43 267 88 4,225 68,419

124 12, 280 262 349 <207 |, 18,157 337,856

29 2,035 30 357 59 3,218 41,207

350 7 450 420, 592 696 34,479 521, 251

1,256 - 92,483 1,503,405 | 4,502 177,115 2, 546, 455

109 18, 601 322,535 358 31, 655 520, 148

95 11,910 218, 741 253 20,702 326, 7658

240 94,472 1,778,798 544 192, 209 3,833,958

52 3, 635 56, 121 144 6, 562 97, 503

20 3, 650 56, 217 107 11, 598 175, 893

10 1, 400 19,802 { 35 y 46, 520

156 1,525 27, 946 46 | 5,117 82, 804

Total Pacific States. . 541 135,193 2,480,260 | 1,487 - 271,005 5,083, 688

Alaska (nonmember banks)__._.___ 4 200 4,841 17 840 18,781
The. Territory of Hawaii (non-

member banks)..... 2 600 10, 594 23 8,338 106, 643

Porto Rico I NI SN 15 7,279 81, 576

Philippines -« coveo oo e i eeeaee 12 12,768 127, 186
Total Alaska and insular

POSSeSSIoNS. —neeeennanns 6 800 15, 435 67 29, 226 308, 186

Total United States_. 7,796 | 1,474,173 26,581,043 | 27,061 | 3,376,498 68,132,558
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Resources and liabilities of all reporting banks, 1921-1927

[In thousands of dollars}

. N 1921—30,812 { 1922—30,389 | 1923—30,178 | 1924—29,348 | 1925—28,841 | 1026—28,146 | 1927—27,061
Classification banks banks banks banks banks banks banks
RESOURCES

Loans and discounts (including rediscoimts) 128 932,011 | 127,860,443 | 130,416,577 | 131,427,717 133,883,733 | 136,233, 490 | 37, 270, 378
Overdralts . 81, 849 74, 600 57,982 56, 334 0 59 49, 470 43, 450
Bonds, stocks, and other securities. 11, 381,923 12, 547, 567 13, 672, 547 14,228,745 15, 400, 113 15, 815, 141 17, 255, 093
Due from other banks and bankers 4,794, 205 5,414,241 5,597, 150 6,121,093 6,774, 392 6,769, 061 6,900, 402
Real estate, furniture, etc.s. . ...... 1,147,521 1,276, 631 1,432, 217 1, 590, 259 1,736, 585 1,851,967 1,979, 578
Checks and other cash items 4. ..o ... . 1,290, 667 1, 574, 608 1,196,075 1,992, 370 2,181,137 2, 037, 561 2,181,167
Cash on hand...... 948, 567 829, 892 797,101 , 500 951, 286 996, 520 1,007, 896
(0174151 @ {0010} {2 U 1, 096 647 - 847,385 865, 262 816, 672 1,079, 532 1, 140 152 11,494, 54
LT U 49,671,390 | 50,425,367 | 54,034,011 | 57,144,600 | 62,057,037 | 64,893,362 68,132, 558
Capital stock paid in. 2,903, 961 2,943, 950 3,052,367 | 3,114,203 3,169,711 3.273,303 3,376,498
Surplus fund. . 2,542, 032 2, 697, 409 2,799, 494 2,967, 359 3,173, 334 3,471,968 3,764, 527
Other undivide: Pro: 910, 743 933, 843 954, 145 971,730 1,007, 439 1,063, 171 1,131, 206
Circulation (natlonal banks) . ... 704, 147 725,748 720, 001 729, 686 494 651, 155 650, 946
Certified checks and cashiers’ chec 614, 583 552, 505 358, 110 664, 857 698 861 655, 649 1,119, 943
Individual AePOSItS e 34, 844, 572 37,194, 318 40, 034, 195 42,954, 121 46, 765 942 48, 882, 296 51,132, 554
United States deposits.-....... 390, 230 1 8 887 238 439 152, 302 147, 220 | - 187,827 194, 024.
Due to other banks and bankers 2, 809 414 3, 244 386 3, 610, 211 3, 928,292 4, 370, 909 4, 330, 605 4,289, 337
Other ligbilities 3_ . 3 951 708 2 004 321 2,267, 949 1, 662, 140 2,075,127 2,377,388 2,473, 523
Total -- - ecseceeccmcetacmcacccccasaen 49, 671, 390 50, 425, 367 b4, 034,911 57, 144, 690 62, 057, 037 64, 893, 362 68, 132, 558

1 Includes acceptances reported by national banks.

1 Includes lawful reserve with Federal reserve banks.
3 Includes real estate owned other than banking house.

4 Includes exchanges for clearing house.
8 Includes bills payable and rediscounts.
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CUSTOMS SERVICE
Volume of business

The comparative statement of entries of merchandise for the fiscal
years 1926 and 1927 printed below shows that the increase in business
reported last year continued during the fiscal year 1927:

Number of entries,
fiscal year—

Class of entries
1926 1927

226, 382 246, 257
459, 726 486, 274
Informal. 196, 036 209, 002

Mail : 786, 683
Baggage declarations 383, 607 392,128
Warehouse and rewarehouse 60, 235 63, 204
Immediate transportation without appraisement 144, 664 148, 321
Transportation and exportation. .. .. . ..o - 117, 621 120, 417

‘Warehouse withdrawals, duty paid...

‘Warehouse withdrawals, allother_ ... ______________..___. s eeemomm e 38, 425 38,677
All other entries.... e . 27,451 14,034
Drawback notices of lntent __________________________ 192,070 220, 871
Drawback entries. ..o oo oo occicamaaccan 24,388 25, 2300

Total....... p———- e ceeeseaieeeeecceeeiaaees 2,861, 513 | 3, 000, 859

Receipts
- The receipts exceeded all past records, amounting to $25,955, 855
more than those for the previous record year of 1926. A total of
$605,672,465 was collected in customs duties and covered into the
Treasury during the fiscal year 1927, compared Wlth $579,716,610
during the ﬁscal year 1926.

The increase in the net proceeds realized from the customs col-
lections for the year is even greater than indicated by the total
amounts collected, due to a reduction in customs refunds. The total
refunds dropped from $27,811,261 in 1926 to $20,285,317 in 1927.
Comparative figures, showing in detail the total collections, refunds,
and net receipts from all sources for the fiscal years 1926 and 1927,
are listed in the following table:

/ Fiscal year 1926
Collections: :

Duties .- $579, 716, 610
Miscellaneous— . :

Sale of unclaimed merchandise______________ $6, 146

Sale of abandoned goods - _— 6, 062

Sale of seizures.... - _— 155, 200

Customs fees, etc 70,873 .

Fines ' 1,167,781 -

: : —_— 1, 406, 062

Total o oo~ J— _- 581,122,672
176 : .
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SECRETARY OF THE TREASURY 177 .

Refunds:
Refunds of excessive duties .. $6, 347, 397
Drawback payments ' - .. 21,463, 864
— $27,811,261
Net customs receipts from all sources 553, 311, 411
Fiscal year 1927
‘Collections : .
Duties 605, 672, 465
Miscellaneous— ] ’
Sale of unclaimed merchandise________-_____ $1, 796
Sale of abandoned goods. - 8, 285
Sale of seizures — 100, 450
Customs fees, etc 106, 140
e e e 1, 377, 197
e —— 1, 593, 868
Total oo ___ S 607, 266, 333
Refunds: : :
Refunds of excessive duties_- $7, 804, 035
Drawback payments 12, 481, 282
) - ’ — 20,285,317
Net customs receipts from all sources.__. 586, 981, 016

Mention should be made of the fact that the proceeds from the
sales of unclaimed and abandoned merchandise and seizures do not
represent the total received from such sales and deposited in the
Treasury. It is the practice to deposit from the proceeds of these
sales as “duties” amounts equal to the duties accruing on the
merchandise. The amounts in' the above table, therefore, represent
only the balances remaining from the proceeds of sales after deduc-

“tion of the accrued duties.
The legislation prescribing the procedure to be followed in con-
* nection with the audit by the General Accounting Office of customs
accounts, referred to in the last Annual Report as pending in the
. Congress, failed of passage, as did also a substitute bill. Through
conferences between representatives of the Comptroller General and
the department, however, an understanding was reached for the
making of audits of customs accounts in the field by the General
Accounting Office. Accordingly, auditors from the General Account-
ing Office during the fiscal year traveled to all the ports in the United
States, and periodically examined the accounts of collectors of cus-
toms. The differences and disallowances resulting from these field
audits were negligible, and such as were reported had in practically
every instance been developed by the audit at the seat of government
from papers submitted to the General Accounting Office with the
collectors’ accounts in support of expenditures from annual appro-
priations. It is gratifying to have the thoroughness and efficiency
of the department’s administrative examination of customs transac-
tions through the comptrollers of customs thus confirmed.
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178 . - REPORT ON THE FINANCES

Enforcement activities

During 'the year several seizurés and recoveries involving large
sums of money were effected. In one case there was collected a for-
feiture value amounting to $11,200, and a personal penalty of 100
per cent on certain diamond rings and other jewelry which a pas-
senger attempted to conceal on landing at New York. In another
case a member of the crew of a vessel was apprehended in an effort
to smuggle cut diamonds appraised at $102,285. The diamonds
were sold at auction by the United States marshal for $75,811.25,
which included duty of $15,736.20. The offender was sentenced to a
Yyear and a day in the penitentiary at Atlanta. Four hundred and
forty-one wrist-watch movements, appraised at $2,386, were seized
from a member of the crew of another vessel, who pleaded guilty
to a charge of smuggling and was sentenced by the United States
district court to four months’ imprisonment.

Large seizures of liquors were made by customs officers at the sea-
coast ports, as well as by the customs patrols along the international
borders. Patrol officers using automobiles: covered in their opera-
tions a distance of 2,351,577 miles, at a cost for maintenance and
operation of $0.05 per mile. The automobile patrols made 1,293
seizures during the year, the liquors of which were valued at $259,-
967, other commodities and the vehicles used in transporting the
liquors at $664,220, and in connection with which fines amounting
to $34,395 were 1mposed .

The table below shows in detail the number of seizures and the
appraised values thereof, classified by certain groups of commodi-
ties, for the fiscal year ended June 30, 1927, and similar information
for the period from J anuary 1 to June 30, 1926. Similar statistics
were not compiled prior to January 1, 1926 so that comparatlve
figures for the previous fiscal year are avallable for only a six-month

period :
Jan. 1 to June 30, July 1, 1926, to
1926 - June 30, 1927
Class of commodities Num- : Num-
Appraised | ber of | Appraised | ber of
value seiz- value seig-
: ures ures
Beads and beaded articles. .. . il - $482 $1,326
FUIS. o ieeceeccccccamcmaaca- 30,144
Jewelry and precious stones 256, 716 376, 636
Laces and embroideries. .. .o oonoo ... , 31 2 623 11,670 4,350
Livestock, farm, dairy, and meat product: 8,629 4 12 230 4
Perfumery and toilet articles............. 1,364 2, 865
8ilk, linen, woolen, and cotton goods. 46,902 174, 958
All other except as detailed below_ .. TTTTTTTTTT 227 660 147,907
Vehicles, etc used in transporting liquors:
Automoblles ............................................... 183, 445 456,449
BOBES . oo e eicmeca e 363, 137 . 789,221
Horses and mUIeS . - .o c oo oo iiiee e cccceen 1,813 . © 4,197 .
Horse B R s P S 5,430 5, 697 4,724 14,374
. ] 1,103,118 2,012, 327
Liquors.. 1,379,727 3,402,959
Alcohol . 79,024 415, 40
Narcotics. 32,152 151 161, 841 145
Total. oooeloaaainn memmmeesommeecececseccaceloccdocmenane 8,471 |eaeeoa... 18, 869
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SECRETARY OF THE TREASURY 179
Expenditures and statistics

Other statistics concerning the volume of customs transactions in
the various districts,. values of imports and exports, the cost of col-
lection, collections made, etc., are published in Table 17, p. 490
of this report. It is interesting to note that, notwithstanding the
increase of $25,000,000 in collections, the total cost of maintenance
and operation of the service exceeded that of last year by only
$318,000, amounting to $16,964,000 in 1926, and $17,282,000 in 1927.
The proportionate cost of collection per dollar was reduced from
$0.0292 to $0.0285. -

With the slight increase in the total expenditures, the Customs
Service not only cared for the additional work reflected in the in-
creased receipts, but cared for extraordinary activities at the port
of Philadelphia, Pa., due to the Sesquicentennial International Ex-
position held in that city during the fiscal year. While the duties
‘collected on merchandise sold by exhibitors at the expositiom
amounted to only approximately $300,000, it was necessary to ex-
amine merchandise and wares assembled from all the markets of the
.world, -so varied in character that their classification covered almost:
the entire range of the tariff act. Every article was checked against:
the exhibitor’s invoice, marked for identification purposes, appraised
and classified. Experienced appraising officers and liquidators were
detailed from other ports to assist the regular force at the port of
Philadelphia, which was also augmented by temporary employees
in subordinate positions. The detail of experienced officers greatly

. expedited the customs work at the exposition and resulted in a
saving to the Government, as is evidenced by the fact that a speciak
appropriation for the customs work at the exposition was not neces-
sary, although such appropriations were made to care for the customs
work in connection with similar expositions in the past.

Undervaluations

Rugs—The values at which imported rugs were entered, while
maintaining a certain uniformity of invoice prices, nevertheless
raised serious doubt of appraising officers at New York as to whether
the correct dutiable value was indicated. Domestic manufacturers
also complained that they could not compete with the prices at which:
the imported rugs were sold and intimated that the merchandise was
undervalued, although they were unable to submit substantiating
evidence. An investigation to determine the correct basis for ap-
praisement was accordingly instituted. The uniformity of price:

- in the consular invoices, it was developed, was due to an understand-
ing or agreement in the foreign market to control the invoice values
with the intent to deceive the appraiser and deprive the United States
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180 REPORT ON THE TINANCES

of a portion of its lawful revenue. The investigation resulted in
an increase of approximately 60 per cent in the entered values of the
quality of rugs which represent the bultk of 1mportat10ns from Smyrna
-and Greece, and at considerably higher prices for other qualities.

In order to meet market value, importers increased by $800,000
the value on their rugs entered at New York during the last seven
months of the fiscal year. This increase, at- 55 per cent duty, pro-
duced a revenue of $440,000. Rugs are heavily imported at other
ports and it is believed that the total amount of increased revenue
as a result of this investigation is not less than a million dollars. It
is believed further that the recoveries on account of importations
made prior to the beginning of the investigation will approximate
a-half million dollars.

Leather gloves—A. similar 1nqu1ry was made 1nto market values
of leather gloves, which resulted in advances by importers of from
8 to 15 per cent in their invoice values. At New York, since the in-
vestigation was undertaken, the importers’ increases of entered
‘values amounted to $80,000. In addition, several payments ap-
proximating $16,000 have been collected through the special agency
service.

French perfumery—Early in the fiscal year 1927 appraising of-
ficers at-New York became convinced that the entered values of
French perfumery did not represent actual market value, in view
of the continued depreciation of the franc, and investigations abroa?
confirmed this opinion. Subsequent importations were returned by

- the appraiser at a value increased from 100 to 150 per cent. The
increased values amounted, in the case of a single importer, to over -
$180,000, on which amount the duty and internal revenue tax will
approximate 100 per cent. In addition, the amount collectible under

_ section 489 of the tariff act of 1922 will amount to about $400,000.

Other commodities—Other investigations concerning the market
values resulted in a saving of approximately $100,000 in connection
with importations of Madeira embroideries. Advances were made
in the values of tie silks of from 15 to 60 per cent, the total advances
amounting to $200,000; bismuth metal, 714 per cent; carbonic-acid
gas capsules, 50 per cent; whiting, 10 per cent; artists’ colors from
Holland, 30 per cent; and from Germany, 20 per cent.

Classification of wool—The Supreme Court of the United States
rendered an important decision concerning the classification of wool,
sustaining the Government’s contention that long and short staple
wool (combing and carding) both were commonly used and known as
“clothing wool.” The -importers contended that the clothing
wool ? was the short-staple wool, and that the long-staple wool was
provided for as “ wool of the sheep ” under the free paragraph. The
classification of wool had been in litigation since 1921, and the per-
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SECRETARY OF THE TREASURY . 181

sistent efforts of the Government resulted in the:saving of millions
of revenue not only in the duties on raw wool but also on importa-
tions of manufactures of such wool. :

Chemical laboratory

The customs laboratory at the port of New York in connection with
its varied activities accomplished three outstanding results of unusual
interest because of their character and economic importance.

A publication consisting of 200 pages, representing almost five
years of work in establishing coal-tar dye standards and determining
the appraisement basis of every coal-tar dyestuff imported during
that time, has been compiled and is ready for issue. It contains the
names of about 1,100 standards that have been established by the
Secretary of the Treasury, with the other names under which each
standard is known, and an alphabetical index of approximately 3,100
different names (standardized and others) under which dyestuffs
have been imported since 1922, together with their competitive or
noncompetitive status at the present time. A

The conclusion of a difficult and lengthy investigation to determine
the presence of foreign aromatic substances in bergamot oil resulted
in establishing the presence of ethyl laurate, an aromatic chemical, in
a number of large importations. The amount of duty involved and
the ethical aspects of the situation commanded much publicity in
this country and abroad. .

Through extensive research work in the laboratory, it was dis-
covered that pure acenaphthene had been added to many large ship-
ments of refined naphthalene, with a solidifying point of more than
79° C., in order to reduce its solidifying point to below 79° C. in an
attempt to secure free entry of a dutiable article.

Trade routes

There has been a decided increase in importations from Europe
through Canada via the St. Lawrence Waterway and the ports of
Montreal, Quebec, and St. John. At the port of Chicago heretofore
the major part of the importations arrived via the port of New York,
and that port still holds the lead in number of importations, but
when measured by tonnage the 1mportat10ns received through Cana-
dian ports exceed those received via New York. It is claimed that
importers have found the new artery of transportation as fast and
more economical than the old route. The dock charges and broker-
age fees assessed at New York are practically eliminated at the
Canadian ports, and the methods of handling cargoes at these ports

for transportation to destination with a minimum of customs for-
malities, both Canadian and United States, should be given serious
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consideration in connection with the study afd improvement of the
present system of transporting merchandise in customs custody in
bond. On two cargoes of cast-iron water pipe imported direct from
Brest, F rance, for the city of Des Moines, it is said that over $25 000
was saved in freight and handhng charges

There is also a gradual increase in the number of foreign vessels
trading at Chicago—DBritish (Canadian) and Norwegian. During
the year 6,740,328 bushels of wheat and 1,908,191 bushels of corn
were exported by vessel from Chicago, of which 5,648,898 bushels of
wheat and 1,190,906 bushels of corn were exported in foreign vessels.

The increase in the use of Canadian ports by tourists returning
from Europe is also quite noticeable, particularly at the ports along
the eastern frontier where the increase in the number of tourists and
baggage from Europe arriving by automobile from Canadian sea-
ports is proportionately greater than the increase in the general
-automobile traffic.

In conjunction with the Bureau of Immigration a system for the
collection of head tax and the accounting for such head tax by col-
lectors of customs along the northern border was worked out during
the year and placed in operation. Head tax was heretofore col-
lected and accounted for through collectors of customs along the
southern border and at all seacoast ports. With the extension of
this cooperative procedure in the collection of head tax on the
northern border, all such collections are now handled through the

Customs Service.
Air ports

The rapid development of foreign air commerce, with an early
promise of further expansion in the transportation of freight and
passengers, indicates the necessity of new regulations to clarify the
situation. Under section 58 of the Air Commerce Regulations the
laws of the United States and regulations made thereunder with
respect to-the entry and clearance of vessels engaged in foreign com-
merce are made applicable to aircraft engaged in foreign commerce.
It is impracticable in many instances for aircraft arriving from con-
tiguous foreign territory to report at the customhouse nearest to
the place where the aircraft crosses the boundary line, as is required
by existing regulations. Many cities adjacent to contiguous foreign
territory have established, or are about to establish, municipal air
ports. A survey and study of the situation with a view to desig-
nating convenient places having suitable landing fields as air ports,
under the provisions of section 7 of the air commerce act of 1926, will -
probably be found desirable in the very near future.
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Special agency activities

In accordance with the provisions of the act of March 8, 1927, the
special agency service was reorganized as a division of the Bureau
of Customs, the offices of director and assistant director being abol-
ished, and the duties formerly devolving upon those officers being

* now performed by a Deputy Commissioner of Customs, assisted by a
staff of eight. All the accounting work formerly done in this divi-
sion is now performed in the finance division, Bureau of Customs,
resulting in a reduction of expenses. The number of field districts
was reduced from 17 to 9, each being under the immediate control
of a supervising agent, with enlarged powers, who is required to
visit every suboffice in his district at least once every 90 days. These
changes result in simplified procedure, elimination of duplication
of work, more intensive supervision, economy of administration, and
more eflicient methods and better results.

Examination of the books, records, and accounts of collectors and
other officers of customs, for the information of the Commissioner
of Customs and the Secretary of the Treasury, was continued sys-
tematically by the special agency service. This work is not confined
to a mere check of the financial transactions, but comprises also a
survey of the administration, organization, personnel, operations, and
efficiency of the customs force in each port and district, and as a
result of the reports of the agents engaged on this class of work
administrative officers of the Treasury Department and Customs
Bureau in Waghington are able more effectively ‘to supervise and
harmonize the functioning of the Customs Service.

The financial portion of the appended tabular statement sets forth
the results of the activities of the special agency service so far as
they can be reduced to dollars and cents, and represents the salvage

~ of revenue lost to the Government in the regular routine of customs
administration, through fraud or other irregularities. It. should
be borne in mind that this record of tangible accermplishments does
not include the increased duties collected in connection with investi-
gations which have cleaned up bad situations and brought about the
entry of merchandise at its proper value. The customs revenue suf-
fers the greatest loss through the undervaluation of merchandise, and
this class of fraud originates abroad in connection with the prepara-
tion of the consular invoices used in the entry of merchandise upon
its arrival in the United States. The department, through the Divi-
sion of Special Agents of the Customs Service, has continued dili-
gently to make inquiries abroad in the ascertainment and verification
of market values for the purpose of checking up invoiced and en-
tered values, this information also being of value in connection with
the “ dumping ” of merchandise (i. e., sale at less than its fair value).
A dishonest shipper who defrauds the customs revenue by under-

64761—¥1 1927T——14
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stating the value of his merchandlse obtams an advantage over the
honest competitor in his own country, and a dishonest importer who
knowingly makes false declarations as to value at the time of entry -
acquires an advantageous position through his saving of duty
whereby he is able to drive out of business the honest importer of
the same class of merchandise. The prevention and detection of this
class of fraud is clearly the’ paramount duty of the Customs Service,
and a substantial ploportlon of the force of employees in the special
agency service is engaged in this class of work at home and abroad.

The Treasury Department has maintained customs repr esentatives
abroad for more than 40 years for the purpose of securing necessary
information, as provided by law, and these officers have performed
their difficult and delicate duties in this field with commendable tact
and success, their reports being of value to appraising officers and to
customs agents engaged in domestic investigations, and also beinyg
presented as evidence in reappraisemnent hearings before the customs
court. Incident to the visit of the commissioner to the international
customs conference, Geneva, Switzerland, in June, 1927, a survey was
made by him of the European staff of the special agency service, re-
sulting in the augmentation of the force and the bringing of the
business of the offices up to current investigations.

. The detail of a customs attaché to the foreign-service school of
the Department of State for the instruction of newly appointed

-~ consular officers in customs law and invoice requirements, mentioned
in the report for 1925, has continued. The result of this instruction
has been a measurable improvement of invoicing, and while the sav-
ing effected and additional revenue collected due to this arrangement
can not be accurately estimated and stated, the aggregate amount
has not been inconsiderable. The Department of State and consular
officers have been cordially cooperating with the Treasury Depart-
ment in this work.

The actual cash recoveries set forth in the tabulation herewith
take no account of vastly increased sums collected on subsequent
importations of similar merchandise, and likewise do not reflect the

" deterrent influence on unscrupulous importers resulting from the
operations of this branch of the Customs Service.

During the fiscal year the Customs Information Exchange con-
tinted to function as the clearing house for information respecting
market values and classifications for the entire Customs Service.
In this capacity the following work was done:

Number of appraisers’ reports of value received : 15, 695
Number of appraisement appeal reports received 11, 854
" Number of advanced value reports received 13, 557
Number of changes in value circulated-. : 5, 681
Number of requests for investigations abroad . 2,108
Number of antidumping investigations made - 20
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Drawback investigations have been broadened in their scope to
include not only processes of manufacture and the sufficiency of
manufacturing records, but also the verification of kinds and quan-
tities of material, whether or not actually manufactured, and whether
or not really used in the actual exported product. Furthermore,
reinvestigations have been instituted to bring up to date all draw-
back authorizations heretofore issued, to revoke and discontinue
those not being used, and to revoke any which are found to be used
improperly. More intensive supervision and investigation of all
.doubtful claims has been assigned to specially qualified agents of long .
experience. ‘

Experience has demonstrated that it is desirable to have all
smuggling conspiracies, including liquor smuggling, investigated by
trained customs officers rather than to treat liquor cases separately.

- Arrangements accordingly were made during the last month of the
fiscal year to organize in each special agency district a group of
picked men to handle liquor smuggling conspiracies. These groups
are being assembled and assigned to duty as rapidly as available
funds and other conditions will permlt

A new special agency district, comprising ter rltory in the Dominion
of Canada east of the elghty -ninth meridian of longitude, with
headquarters at Montreal, was instituted May 1, under a supervising
agent, the need for this being recognized as urgent.

The statistical summary of special agency activities follows:

_ Number of ports examined__.._ 37
Number of drawback investigations e : 978
Number of foreign investigations.. . ___________ - T 2,116
Number of arrests_ - e 715
Number of convictions_ . _______________________ 378
Number of acquittals i - e 98

Failures to indict — 86

Indictment cases pending . o . 325
Number of seizures made e — 1,017
Number of seizures appraised-——— . __________ . ______ 536

Number of seizures released or pending_______.__________.____ 27
"Appraised value of seized merchandise. —- $1,104, 416. 98

Proceeds of sale of seized merchandise. e _______. 125, 475. 77
Merchandise entered free but found dutiable ; _ 112, 861. 93
Fines imposed by United States courts oo 406, 134. 50
Fines, penalties, and forfeitures incurred, exclusive of court fines. 216, 184. 63
Bail forfeited 41, 750. 00
Amount of increased and additional duties collected—_-___.___. 683, 502. 70
Amount deposited in offers of compromise .o ______ 994, 225. 40
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DISBURSING CLERK

The following is a summary of the work performed by the office
of the disbursing clerk during the fiscal year ended June 30, 1927:

Number Amount
Disbursements: S
Chacks (salaries, expenses, supplies, 6t€.) .. cvuer oo rccmeccamcemcacacaaan 254,645 | $35,774,902. 23
Cash (salaries)..... . 192, 000 15,157, 417.16
Checks (refunding taxes illegally collected) 269,351 | 111, 622, 418. 00
S 715,996 | 162, 554, 737. 3¢
Collections on account of rents, Sales, tC. .oo o .ccumeeccacsceevcccacaccucnnaaas] - 3,682 408, 463. 36-
Vouchers paid..... .- : 208, 154 .-

Schedules of claims for tax refunds................... --.-{ 10,211
Appropriations under which disbursements were made. . ccccocceucaaccaaaaann 44

_ The cash payments and the checks for salaries, expenses, supplies,
ete.,.cover disbursements for all bureaus and divisions of the Treas-
ury Department in the District of Columbia (except the Bureau of
Engraving and Printing), and a large portion of the salaries and
expenses outside the District of Columbia under the Public Health
Service, the Supervising Architect’s office, the Bureau of Internal
Revenue, the Bureau of Prohibition, the Federal Farm Loan Board,
the Comptroller of the Currency, the Coast Guard, the Secret Serv-
ice, the Bureau of Customs, and the Public Debt Service (Division
of Loans and Currency).

Collections represent moneys received and accounted for on ac--
count of rents of buildings and sites, sales of public property, ete.,
under various bureaus and offices of the department.

During the year the Comptroller General adopted the proéedure
of sending to the disbursing clerk for payment by check, after audit
by the General Accounting Office, claims and demands by common
carriers covering all classes of service—passenger, Pullman, freight,
and express. Theretofore these claims had been allowed and paid
by certificate settlement and warrant.
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BUREAU OF ENGRAVING AND PRINTING

During the fiscal year ended June 30, 1927, the bureau printed and
delivered greater quantities of work than ever before in its history.
Deliveries for the year reached a total of 490,264,868 sheets as com-
pared with the deliveries for the previous year of 482,307,106 sheets,
an increase over the preceding year of 7,957,762 sheets, or 1.65 per-
cent. This net increase is accounted for by an increase of 22,397,061
sheets of currency, bonds, notes, certificates, and miscellaneous work, -
and a decrease of 14,439,299 sheets of stamps.

The average number of persons employed in 1927 was 5,097, as
compared with 5,173 in 1926, a decrease of 76 persons, or 1.47 per cent.

There was expended during 1927 a total of $10,415,742.42, as com- -
pared with $10,483,647.68 in 1926, a decrease of $67,932.26, or 0.65
per cent. :

An analysis of the preceding paragraphs will disclose that while
the sheets delivered for 1927 represent an increase over 1926 of 1.65
per cent, the expenditures were decreased 0.65 per cent, and the
personnel was decreased 1.47 per cent.

The bureau had a balance on June 80, 1927, of 27,918,317 sheets of
currency backs, and 20,945,385 sheets of currency backs and faces,
aggregating 48,858,702 sheets, as compared  with 34,102,815 sheets of
backs, and 15,328,655 sheets of backs and faces, aggregating 49,431,470
sheets on June 30, 1926, a net decrease of 572,768 sheets. This
decrease is accounted for by a decrease of 6,189,498 sheets of backs
and an increase of 5,616,730 sheets of backs and faces.

A new low record for spoilage was established when the level of
1.96 per cent for all classes of currency was reached. The total
spoilage for the fiscal year 1926 was 3.7 per cent, or a decrease in 1927
under 1926 of 1.74 per cent. The spoilage for 1927 was less than that
for any previous year for which records are available. The following
is a statement of the percentage of spoilage since 1917:

Year Percentage | Year Percentage
31917 .- . 3.81 ] 1923 - 7.11
1918, .. 4,63 | 1924 12. 69
1919___ _. 6.48 | 1925 5. 80
1920.__ . 5.44 | 1926 3.70
1921__. : 7.39 | 1927 e 1. 96
1922__ . 6.63 :

- The reduction in the amount of spoilage during the past two years

has been accomplished by the salvaging of parts of sheets in the num-

bering division, a change in the examination of sheets of currency
187
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188 REPORT ON THE FINANCES

backs in the examining division, and adequate seasoning of the paper
prior to the various operations through which it passes.

The audit committee of the Division of Public Debt Accounts and
Audit of the Public Debt Service has continued its periodical count
of securities in process. During the past year the committee con-
ducted approximately 100 audits, and has checked every class and
denomination of securities printed in this bureau as well as proof
impressions made in the engraving division.

The planning unit, headed by an investigator detailed from the
Bureau of Efﬁc1ency, has, as a result of its constructive study of
methods and procedure, submitted many valuable recommendations
and suggestions, which were adopted and put into operation.

The installation of the rotary presses having been completed on
June 30, 1926, all postage stamps of the denomination of 10 cents and
under were printed by this method during the year.. This change
reduced the cost of the production of stamps and resulted in a saving
to the Post Office Department of approximately $210,000 for the year.

The overprinting in the surface-printing division of national-bank
currency in one operation and the elimination of the Treasury serial

. number was completed and in full operation during the fiscal year
1927. This change réduced the cost of production of national-bank
currency by $45,000.

Reference was made in the annual report for the fiscal year 1926 to
the fact that the examination of silver certificates and United States
notes, following the trimming operation had been discontinued. The
discontinuance of this examination was extended during this year to

_other denominations of these classes of currency, and also to gold:
certificates, and has effected a saving to the bureau of approxunately
$60,000.

- A more economical use of ink, broucrht about by cleanma out the ink
fountains with much less frequency and the exercise of greater care
.in issuing it to the printers, created a considerable saving in the
quantity of ink used. :

The installation of automatic feeders on sizing machines was begun
in the early part of this fiscal year, and was completed about the
middle of April. Practically all currency is now being sized in
eight-subject sheets and is being automatically fed into the sizing
machines. The reduction in the cost of sizing during the fiscal
year amounts to approximately $19,000, and thereafter it is hoped
that the savings will reach $25,000 a year.

The discontinuance of the use of woolen blanketing on flat-bed
printing presses which was undertaken last year, and- which was
referred to in last year’s report, was carried to a successful conclu-
sion during the present fiscal year. Rubber drilling and tag board
have been substituted for the woolen blanketing, resulting in an
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SECRETARY OF THE TREASURY 189

annual saving of approximately $100,000 on a printing program the
size of the one for this fiscal year. *

Electrolytic printing plates are now being used in printing ap-
proximately 75 per cent of United States currency as compared with
50 per cent during the previous year. The cost of producing these
plates is less than that for producing steel plates and their extended
use resulted in plates now being made to take care of the printing
program 20 per cent in excess of that for 1925, with a smaller total
engraving cost than the cost for 1925.

Through a rearrangement of the flow of work and a revision of
related methods and organization, it was possible to secure an in-
crease in the production in the numbering division where all United
States and Federal reserve notes are numbered and sealed. This
change resulted in a decrease in production cost of approximately
$100,000 a year. Readjustment in rates of pay in this and other
divisions, however, absorbed this amount.

During the year platering (pressing) currency in eight-subject
size instead of four-subject size was undertaken. This change is
being gradually made at the present time. A substantial saving
was effected during 1927, but a greater saving will be realized when
the procedure has been made fully effective.

" The installation of a system for a centralized control in the
accounting division over all stock supplies maintained in the various
storerooms, which was referred to in the annual report for last year,
has been completed. .Under this system there is' maintained an ad-

. ministrative check on quantities of materials ordered and on all
balances maintained in the stock rooms. Periodically a representa-
tive of the accounting division verifies by a physical count the
quantities on hand according to the control records and checks these
amounts with the accounts maintained in the stock rooms.

Extensive changes have been made in the testing laboratory during
the year. The laboratory has been.enlarged and rearranged and
considerable amount of new equipment has been purchased and
installed. A special room has been built in which all classes of
paper are to be tested. For the purpose of maintaining a uniform
temperature to make these tests, humidifying apparatus was pur-
chased and installed.

A new method for maintaining control of proof 1mpressmns
printed in the engraving division was adopted and put into opera-
tion. Copies of schedules of impressions printed are forwarded
each day to the Division of Public Debt Accounts and Audit of the
Public Debt Service, the accounting division, and the. press register
division of this bureau. At the end of the month all proof impres-
sions which are not required in the operation of the engraving
division are verified by representatives of the three offices heretofore
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190  REPORT ON THE FINANCES

mentioned and then delivered to the destruction committee. The
proofs which have been destroyed are then. checked from the record
of impressions printed, leaving a balance in the division to be
accounted for. At the end of each year the audit committee from
the Division of Public Debt Accounts and Audit makes a check of the
proof impressions on hand in the engraving division and reconciles
the physical count with the records of the three offices concerned.

During the year a number of experiments were conducted with
paper as a wiper on rotary and flat-bed plate printing presses in-
stead of cotton rag. Two kinds of paper were used; one a commer-
cial sulphate paper commonly used as toweling, and the other a paper
made from macerated currency and bonds. The results were very
gratifying, and the experiments are being continued in order to
determine the best finish for the paper. The undertaking has every
indication of proving successful.

A comparative statement of receipts and expenditures for the ﬁscal
years 1926 and 1927 follows:

Detail Year 1927 Year 1926 | Increase | Decrease.
Appropriated by Congress: ’
SBIAIIeS . ¢ eae i icecnaee $470,000.00 | $460, 540.00 | $9,460.00 |-ececeaccocn
Compensation of employees.-- 3,893, 000.00 | 3,826,083.00 | 66,917.00 {_.___.__..._
Plate printing....__.__. ... -f 1,916,900.00 | 1,955,200.00 |-occcecceean $38, 300. 00
Materials and miscellsneous expenses._.._...__. 1, 487, 500. 00 | 1, 496, 327. 00 8, 827.00
New machinery and other equipment, 1926~26_|...____...._. 112, 522. 07 112, 522. 07
Reimbursements to appro rlatlons from other bu- .
reaus for work completed:
Compensation of employees 1,742,629,11 1 1,780,831.99 |..__... ee--|  38,202.88
Plate printi g ........................ .| 509, 435.82 560,619.62 | ..occoaan.n 51, 183. 80
Materials and miscellaneous expenses 1,013, 730. 51 997,250.31 | 16,480.20 (... ...
01 2:Y D SR 11, 033,1905. 44 |11,189,873.09 | 92,857.20 | 249,085.76
_ Net decrease X 156,178, 56
Expended:
Salaries . i ie i cccccecceciceeeaea 465, 083,19 453,184.02 | 11,899,117 (L .. .. ...
Compensation of e _1 5,298,613.16 | 5,239,065.05 | 59,548.11 .. _____..__
Plate printing...______.l.._.__._... -1 2,407,050.08 | 2,434,684.32 ..____._.._. 27, 634. 24
Materials and miscellaneous expenses. .. __.___. 2, 244, 995.99 | 2,305,975.03 - 60, 979. 04
New machinery and other equipment, 1925-26._1_ .. _........_. . 50,766.26. | _.__.... 50, 766. 26
Total 2. oo SO ’10, 415,742, 42 (10,483,674.68 | 71,447.28 | 139, 379. 54
Net deCrease. .o oo oo omcmemucaccaaccaanan LN S 67,932. 28
Unexpended balance: .
ST1E3) o (-1 J U G 4, 916. 81 7,355.98 | . ... 2,439, 17
Compensation of emp]oyees_. .| 337,015.95 367, 849. 94 p
Plate printing... ... - 19, 285.74 81,135.30
Materials and miscellaneous expenses. ... 256, 234. 52 187, 602. 28 R
New maehinery and other equipment, 19256-26__|_..._________. 61,755.81 | o _..__ 61, 765. 81
J X0 1:Y DI S, 617, 453, 02 705,699.31 | 68,632.24 | 156,878, 53
Net decrease. _...... e O U 88, 246, 20

! An additional amount of $48 520.58, reeeived. from sale of hy-products aud useless property, was
deposited to tbe credit of the Treasurer of the United States as miscellaneous receipts.

? Inglud]es $281,632.42 and $201,861.05 transferred to retirement fund in the fiscal years 1927 and 1926,
respectively.
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A comparative statement of deliveries of ﬁnlshed work in the

fiscal years 1926 and 1927 follows:

‘Sheets
Classes Facleggéilue
1926 1927
Currency:
United States notes. coaomuomcmmooamomaooiccaacaas 22, 596, 000 - 24,075,000 $354, 900, 000
Silver certificates. . 141, 030, 000 153, 250, 000 613, 000, 000
Gold certificatés ... 12, 616, 000 13,925, 000 905, 960, 000
National-bank currency. 13, 999, 949 14, 249, 996 §07, 015, 540
Federal reserve notes 37, 325,000 42 585 000 1, 564, 900, 000
5 17 ) PO IR 227, 566, 949 248, 084, 996 3, 945, 775,540
Bonds, notes, and certificatés: :
Pre-war bonds. . ... 4,073 4,915 17,972, 760
Liberty bonds_ 208, 23314 182, 41624 890, 980,000
Treasury bonds. 309,83314 485, 63314 1, 396, 070, 000
Treasury NOeS. - — .o e cce e cmccccecemmee e 1,650 256,525 2,491, 200, 000
Certificates of indebtedness. ... _._. 45,750 61,325 2, 405, 500, 000
Insular bonds—
Porto Rican. ..o iiiicaiacaan 28, 11543 2,450 8, 400, 000
Philippine. oo icceciaee 3,860 3,150 2, 950,000
Federal farm loan bonds. oo ... 1,007,840 1,042, 295 435, 500, 655
Collateral trust debentures. . .o ..o ceuemnceamuanace 12,985 -31, 400 269, 200, 000
Philippine treasury certificates  _................__. 308, 000 1, 020, 000 2, 550, 000
Philippinc national bank cxrculatmg Dotes. ... 150,000 oo oo
Interim certificates for Federal reserve banks. . ... foo.ooooooooaoo. 25,000
Interim transfer certificates for postal savings bonds.|. ... ....o...o-. 1,000
Interim certificates for Porto Rican bonds...._.._._. 8,128 1,770
Specimens—
Treasury bonds 1}
Treasury notes..-_.. 124
Certificates 0f indebtedness. .o ccuecewmaccan.. Y 2
Insular bonds—
Porto Rican._ .. ... 134 3 U SR,
Philippine.. o ieans 4 2 e iieeeaean
X117 I N 2, 088, 4937 3,117,889%6 - | 7,020,333, 415
Stamps: Subjects, 1927
Customs 32, 500 65, 000 1, 950, 000
Internal revenue—
United States (includes opinm) .. coocoouocaonaa. §5, 949 185}/ 87, 307, 5203 7, 828,371,758
Philippine. ..o overeeeceaans 556 07, 519 8, 752, 400
Porto Rican.________ 673 000 743, 729 74, 372, 900
Virgin Islands. o oooeieicioeooo| 228 o
Specimens—
United States. - oo aieiaaas L O Y
Postage—
United States. - oo ccaiaeccaaan 155, 428, 695 - 139, 392, 361 15, 750, 849 734
United States surcharged ** Canal Lone" 25, 166! 31, 1662 0 000
PR pDINe. . o cemamaan 435, 50224 549, 870 .)0 067 000
Specimens—
- United States. - oo oon e iccicicnaaas 395 71y 5,344
Postal SAVINES. e e cea el cmececem e , 284 3, 621 362, 100
Total. o oo iaieclacieilaaos 242, 600, 1583 | 228, 160, 8581385 23, 724, 151, 236
Miscellaneous
ek . s 5, 745, 696 6, 747, 812 33,722,885
Drafts 1, 600 3,950 31,000
WarrantS. . oooeiceeiaaoas - 50, 100 49, 740 244, 400
Commissions. . ueeeeeeoaumoan. - 72,331 93, 012 54,127
Certificates. . 993, 595 1,283,083 3,357,283
. Transportation requests 350, 485 205, 495 1,477,475
Passports. .. 89,680  foenoooioooceamameieccceenna
Liquor perm 2, 384, 875 2,321,920%4 14, 392, 100
Other miscellan 358 015%% 057 618, 821
Specimens—
Checks - 4
Transportation requests... - 122
Liquor permits....oceuuonn.. - 5,000
Liquor permits, blank sheets. . - 2
Other miscellaneous. - ... oo oo oo fmee i
17 ) PN 10, 051, 505%% 10,901, 12334
Grand tot]. .. em e oo ceeeaa 482, 307, 106335 | 490, 264, 8673383 e nneeremenomnen
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The following statement shows total deliveries made, total expenses,
and average number of employees engaged by the bureau since 1878

Average P Average
: Total number : Total number .
Fiscal - I’f sheets de- | Expenditures | DUmber Fiscal | °of sheets de-,| Expenditures | DUmber
year livered of em- year livered of em- -
: ployees ployees
13, 098, 756 $538, 861. 33 522 155,743,691 | $3,136,477.73 2, 850
21, 394, 030 814,077, 01 804 159,918,061 | 3, 159, 940. 69 2,928
23, 438, 708 883, 171. 95 905 165, 354, 514 | 3,292, 217. 06 3,002
26, 017, (661 901, 165. 26 958 180, 289, 766 | 3, 355, 186. 23 3,084
31,112,484 936, 757. 62 1,011 201,123,528 | 3, 849, 064. 39 3,437
33,330,746 | 1,104, 986.43 1,173 210, 589,197 | 3,841, 173. 60 3,572
5 977, 301. 85 1,193 239, 405,723 | 4, 355, 935. 65 3,977
965, 195, 47 1,133 252,710,864 | 4,375, 365. 57 3, 964
763, 207. 84 836 262,806,113 | 4,180, 284. 20 3,814
794, 477.90 840 262,434,739 | 4,319, 246.57 3,899
948, 995, 83 895 287,192,192 | 4, 449,726.22 3,920
932, 577.78 917 280, 272,828 | 4,3872,922.81 3,932
1,012,789.18 992 307,634,334 | 5,039, 204. 80 4,119
1, 265, 263, 20 1,161 300,711,800 | 5,066, 048. 72 4,048
1, 316, 585. 89 1,358 343,345,006 [ 6,324,118.70 4, 221
1, 238, 464. 36 1,333 || 1918.°_207C -396,790, 285 | 9, 086, 303. 90 6,214
1,317, 389. 61 1,3 1919 .. __. 447,464,105 | 11, 571,'186. 10 7,508
1, 439, 265. 94 1,427 || 1920.-__. .- 402,711,759 | 11,854,171, 45 6,012
1, 469, 359. 70 1,619 || 1921.._.___ 438, 694, 824 | 13, 965, 233. 57 7,097
1, 450, 611. 86 1,605 || 1922._...._ 416,820,113 | 10, 812, 756. 38 6,416
1, 570, 598. 46 | 1,623 || 1923._..... 411, 546, 429 | 10, 106, 320. 28 5,635
1, 884, 441. 39 1,903 || 1924, ... 431,868,658 | 9, 401, 925, 68 4, 980
2,011, 702. 01 1,999 || 1925.. ... 464, 869, 695 | 10, 041, 457. 46 5,008
- 2,393, 404.-26 2,364 (| 1926 ... 482, 307, 106 | 10, 483, 674. 68 5,173
» 2,967, 091. 74 2,672 (| 1927 ... 490, 264, 868 | 10, 415, 742. 42 5,007

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St | ouis




COMMITTEE ON ENROLLMENT AND DISBARMENT OF ATTORNEYS
AND AGENTS

~ The committee on enrollment and disbarment, created by Depart-
‘ment Circular No. 230 dated February 15, 1921, is responsible for
the examination of applicants wishing to practice as attorneys and:
agents before the Treasury Department, and for the discipline of
those attorneys and agents who violate the regulations. The con-
clusions of this committee in each case are submitted as recommen-
dations to the Secretary of the Treasury.

 Approximately 20,000 attorneys and agents are now enrolled and
engaged in active practice before the Treasury Department. Nine-
teen thousand, nine hundred and twenty-five applicants have been
enrolled since the organization of the committee in 1921, and appli-
cations are being received at the rate of several thousand each year.
Some 8,600 persons were enrolled prior to the organization of the
committee, and many of them are now in active practice.

‘During the year, 2,557 applications for admission to practice as
attorneys or agents were approved, and 40 were disapproved. In
addition, 95 attorneys and agents who were enrolled prior to August
15, 1923, furnished affidavits relative to contingent fees and were
therefore enrolled to continue in practice before the department.

‘Department. Circular No. 230, containing laws and regulations
governing the. recognition of attorneys, agents and other persons
representing claimants and others before the Treasury Department
and offices thereof, was revised and reissued July 1, 1927. (Exhibit
43, p. 881.) The principal changes in the revised regulations are
(1) practitioners not attorneys at law are prohibited from preparing
legal instruments affecting or transferring title to property or advis- -
ing clients as to the sufficiency thereof in connection with Federal
tax matters; (2) requiring that all affidavits, briefs, or statements
of fact filed by a practitioner shall have thereon a statement by the
practitioner showing who'prepared the same and whether.or not he
knows of his own knowledge that the statements of fact contained
therein are true; (3) the requirement as to filing affidavits relative
to contingent fees is discontinued but the department may at any
time require an attorney or agent to make full disclosure as to how
he procured employment in a particular case and the arrangement

. regarding compensation; (4) the causes for rejection of an applicant
for enrollment or for discipline of an enrolled person are more fully
set forth. The following matters, among others, are specifically pro-
hibited in case of any practitioner: (e¢) Publishing a so-called “tax
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194 REPORT ON THE FINANCES

service ” in connection with his practice before the department; ()
holding himself out as an attorney at law when not a membet of
the bar, or as a certified public accountant when not the holder of a
certificate of certified public accountant from a legally constituted
board; (¢) sharing fees with an unenrolled person who is not en-
gaged in the practice of law or accountancy; (d) making a false
financial statement for a person, firm, or corporation and certlfymcr-
that such statement is true and correct.

The extensive interests involved in tax matters and the large
fees obtainable have attracted some disreputable practitioners and
offered a great temptation for them to adopt unethical and unprofes-
sional methods in procuring employment in tax cases and to
perpetrate frauds upon the Government in their practice, re-
sulting in numerous complaints charging such enrolled attorneys
or agents with violations of the laws or regulations governing practice
before the department. All such complaints are investigated by the
Committee on Enrollment and Disbarment, and whenever deemed
necessary or advisable action has been taken looking to the discipline
of the enrolled attorney or agent charged with such violation. There
were 95 cases unsettled on June 30, 1926, and in addition formal
complaints were filed against 77 individuals during the year, making
a total of 172 complaints before the committee. The answers of
respondents to formal complaints were considered by the committee,
and formal 'hearings.were held when necessary. In each case the
committee reported its findings of fact and recommendations to the .
Secretary of the Treasury for his approval, disapproval, or modi-
fication. In 19 cases the respondent’s answer was accepted as satis-
factory without a formal hearing. Sixty-nine formal hearings were
held. In 24 of these cases the complaint was found not proven. In

- 45 cases the complaint was found proven in whole or in part and
the Secretary imposed penalties as follows: 11 were disbarred from
further practice before the department, 5 were suspended from prac-
tice for various periods, and 28 were reprimanded. One agent was
permitted to resign with prejudice. There were 84 cases pending
on June 30, 1927. ;

It is the policy of this committee, when deemed advisable, to =

give an attorney or agent opportunity to show cause why formal
disbarment proceedlngs should not be 1nst1tuted against him, 15 such
cases occurring durmcr the year.
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BUREAU OF INTERNAL REVENUE

General

Internal revenue receipts—Receipts from internal revenue taxes
during the fiscal year 1927, compared with 1926, were as follows:

) ) Increase (4)
Sources 1927 1926 or decrease (—)

Income tax:!-
Corporation

$1, 308, 012, 532,90 [$1, 094, 979, 734,17 |+$213, 032, 798. 73
Individual.

911, 939, 910. 82 879,124,407.16 | 432, 815, 503. 66

Total..._.. 2,219,952, 443,72 | 1,974, 104, 141. 33 |. 4-245, 848, 302. 39
Estates of decedents 100, 339, 851. 96 116,041,036.09 | —15,701,184.13
Qifts of property... - 3,175,338.73 ~3.175,338.73
Distilled spirits and 21, 195, 551.-96 26, 452, 028. 63 =B, 256, 476. 67
Receipts under national prohibition , 876. 72 416,197. 63 486, 679. 09
Tobacco manufactures, ete. ... 376, 170, 205. 04 370, 666, 438.87 —+5, 503, 766. 17
Oleomargarine, adulterated an ) .

vated butter, filled cheese, and mixzed flour___.... 3,185,297,13 |- 3,092, 540. 42 +92,756.71

Bonds ofindebtedness, capital stock issues, capital
stock transfers, sales of produce for future de-
livery, playing cards, etc. .

* Excise taxes, manufacture!

37,345, 551,43 54,014, 239.36 | —16, 668, 687.93
66,829, 031. 21 138, 260,154. 53 | —71,431,123.32

. 11,938,011.35 | —11,938,011.35.
Corporations, on capital stock. . 97,385, 755.61 | —88, 415, 524, 68

Brokers and otber occupation

pars. 1-8, revenue act of 1924)___ 4,323, 653. 46 -4, 323, 853. 46
Use of yachts, pleasure boats, etc_ 223,324.75 —215, 358.03
Admissions to theaters and other :

ment, and club dues.......... 28, 376, 657. 48 34, 054, 515. 05 -5, 877, 857. 57
Narcotics: Opium, coca leaves, etc., including spe-

JE cial taxes of importers, manufacturers, and dealers. 797, 825. 32 981, 739. 07 —183,913.75
Internal revenue collected through customs offices. . 40, 302. 99 55, 065. 43 —14,762,44
Other miscellaneous receipts 4.____ - 1, 969, 337.30 815,711, 88 +1, 153, 625. 42
Total miscellaneous taxes.._.. 645, 730, 636. 19 861, 895, 750.86 | —216, 165, 064. 67
Total receipts from all sources®.....o.cc..... 2,865,683, 120.91 | 2,835,999,802.19 | <29, 683, 237.72

! Includes income tax on Alaska railroads (act of July 18, 1914) amounting to $18,827.34 for 1927 and
$15,784.13 for 1826.

2 Tax due prior to July 1, 1926.

3 Tax on foreign-built yachts and boats only, purchased after July 1, 1926.

¢ Includes $1,915,745.36 for 1927 and $803,551.69 for 1926, delinquent taxes collected under repealed laws.

¢ The figures concerning internal revenue receipts as given in this statement differ from such figures
carried in other Treasury statements showing the financial condition of the Government, because the
former represent collections by internal revenue officers throughout the country, including deposits by .
postmasters of amounts received from sale of internal revenue stamps and deposits of internal revenue
collected througb customs offices, while the latter represent the deposits of these collections in the Treas-
ury or depositaries during the fiscal year concerned, the differences being due to the fact that some of the
collections in the latter part of the fiscal year can not be deposited, or are not reported to the Treasury
as deposited until after June 30, thus carrying them into the following fiscal year as recorded in the state-
ments showing the condition of the Treasury.

Refunds.—In the foregoing statement of receipts no deductions
have been made on account of refunds, which during the fiscal year

1927 were made from the several appropriations as follows:
' 195
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Refundiilg taxes illegally collected :

- 1925 and prior years. e $63, 528. 03
1926 and prior years_._. N . 654, 691. 3%
1927 and prior years : 34, 751, 602. 80
1928 and prior years-__ X 68, 388, 865. 56

Net total R 103, 858, 687. 78

- The interest allowed on claims for refunds under provisions of
the revenue acts of 1921, 1924, and 1926, amounting to $21,243,900.53,
is included in the above statement. In addition to the foregeing
statement of refunds, three schedules containing three claims,
amounting to $11,727.03, were paid from funds provided under the
act of July 27, 1912, which included interest in the amount of
$7,055.96. There were also 1,159 schedules containing 25,480 claims,
amounting to $3,777,524.15, which were paid from funds provided
under the appropriation for refunding automobile and cigar taxes,
1926 and 1927. '

Cost of administration—The expenditures in administering the
‘internal revenue tax laws for the fiscal year 1927 were $32,967,764.17,
‘not including expenditures for refunding internal revenue collec-
tions and taxes illegally collected, which are in no sense administra-
tive expenses. The aggregate receipts of internal revenue were
$2,865,683,129.91, which makes the cost of operation, for the fiscal
year 1927, $1.15 for each $100 collected, compared with $1.23 for each
$100 eollected for the fiscal year 1926, or a reduction of 6.5 per cent.

Income Tax Unit

The total number of income and excess-profits tax returns audited

during the year was 2,482,021 (1,772,137 individual and partnership

.. and 709,894 corporation), compared with the production of 2,155,933
for the prévious fiscal year. This production exceeded that of the
next highest year, 1924, by 152,830 returns.

While keeping current with new work received, partlcular atten-
tion was directed to the completion of the audit of returns for y.xior
years. Notwithstanding a large number of such returns were ve-

. audited, as the result of clalms filed or under decision by the Board
of Tax Appeals or the United States courts, large reductions were
made in the returns outstandmg for the years 1917 to 1924, inclusive.

The net reduction effected in the number of returns outstandmg for
all years was 268,215. On June 30, 1927, exclusive of the returns
in the 60-day file, 474,535 returns were under consideration, compared
with 742,740 returns unaudited on June 30, 1926.

Revenue agents’ service—The number of reports of field examina-
tions submitted was 688,816 for 1927, compared with 574,246 for
1926, an increase of 20 per cent. The number of returns sent to the
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field for examination was 685,715 compaled with 830,498 for the
previous fiscal year.

Recommendations were made by agents conducting examinations
-for the closing of 155,227 returns by assessment of additional tax,
of 51,253 returns through the issuance of certificates of overassess-
ment, and of 432,336 returns without change in tax liability.

Adjustment of claims—The number of claims scheduled as ad-
justed during the year was 66,755. In addition 52,262 certificates
of overassessment were scheduled in cases in which no claims were
filed. Of the claims scheduled, 40,733 were allowed. The total
amount involved, including overassessments in cases in which no
claims were filed, was $303,266,847.42, of which amount $82,614,-
48725 was refunded and $221,650,060.17 abated or credited. The
amount of interest paid on amounts refunded or credited was
$21,243,900.53. The number of claims rejected was 25,981 1nvolv1ng
$520,768,614.82.

The number of claims received was 47,808, 1nvolv1ng $462,896,-
449.48, compared with 72,195, involving $1,008,290,704.43, for the
previous year. The number of claims on hand at the end of the
fiscal year 1927 was 17,462, compared with 29,234 at the close of the
fiscal year 1926, or a decrease of 11,772. This reduction in unadjusted
claims is further evidenced by the progress of the Income Tax Unit
in bringing its work to a current basis. The balance of claims out-
standing, 17,462, is the lowest the unit has ever had on hand and was
obtained by ad]ustment of claims as quickly as poss1ble after their
receipts.

Additional revenue.—During the year $276,096,454.33 was assessed
in additional taxes. Included in this sum is an amount of $32,704,-
156.33, which was assessed without a preliminary hearing before the
bureau, it being felt that collection was in jeopardy. This, however,
did not affect the taxpayer’s right of appeal to the Board of Tax
Appeals. During the previous year $148,867,165.26 was entered

. under jeopardy assessments.

The great decrease in assessments of this nature during the year
was made possible by provisions contained in sections 274, 277, ana
278 of the revenue act of 1926, which allows the extension of the
statute of limitations by the mailing of a 60-day letter to the tax-
payer within the statutory period to (1) 120 days from the date of
the 60-day letter if no appeal is filed with the Board of Tax Appeals,
or (2) within 60 days after the ﬁnal decision of the board Where an
appeal has been filed.

Further revenue in the amount of $34,703,663.24 was made possible
of immediate collection through the re]ectlon of claims in abatement
and ¢laims for credit.

- Personnel. —Improvements in orgamzatlon and procedure adopted
during the year permitted the Income Tax Unit materially to reduce
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its force. A reduction of 734 was made in the number in the
Washington office. - On" June 30, 1927, the technical personnel in
Washington was 1,200, and the number of clerks 1,430, a total of
2,630, while on June 30, 1926, the technical employees numbered 1,489
and the clerical force 1 ,875.

The field force was increased by 329 technical and clerical em-
ployees. There were assigned to the field on June 30, 1927, 2,732
revenue agents and 715 clerks, or a total of 3,447, while at the close
of the previous year there were 2,442 revenue agents and 629 clerks,
or a total of 3,071. Of the additional personnel assigned to the field
146 auditors. and 62 clerks were transferred from the Washington
office. :

The net reduction in personnel of 358 employees results in a direct
annual saving in salaries of approximately $450,000.

Miscellaneous Tax Unit

The Miscellaneous Tax Unit is charged with the administration
of all taxes other than income tax. The unit is composed of four
divisions—namely, capital stock tax division (for completion of the
work in connection with the capital stock tax, repeal effective July
1, 1926), the estate tax division, miscellaneous division, tobacco divi-
sion, and appeals and review section, which is attached to the office
of the deputy commissioner in charge. .

Capital stock tax.—Collection of the capital stock tax for the fiscal
year 1927 amounted to $8,970,230.93, compared with $97,385,755.61
for the fiscal year 1926, a decrease of $88,415,524.68. As the capital
stock tax was repewled effective July 1, 1926, no returns were due
to be filed for the fiscal year 1927.

During the year the personnel was reduced from 86 employees,
with a pay. roll of $169,320, to 29 employees, with a pay roll of
$65,900, a net reduction of $103 420.

E'state tax division—The estate tax collections aggregated $100,-
339,851.96, compared with $116 041,036.09 for the fiscal year 1926,
a decrease of $15,701,184.13, The number of estate tax returns
audited was 16,087, compared with 13,912 for the previous year.
There were 895 cases awaiting audit at the close of the fiscal year.

On July 1, 1926, the number of refund claims on hand was 304,
involving $10,459,350.20. There were received during the year 3,460
refund claims, involving $37,287,225.93. The number of refund
claims allowed was 2,810, amounting to $9,304,269.87, including’
$502,750.41 interest. The number of refund claims rejected was 567, -
involving $25,594,532.67. There were 387 refund claims on hand at
the end of the ﬁscal year amounting to $13,350,524.

The number of abatement claims on hand at the beginning of the
fiscal year was 16, involving $293,592.43. The number received dur-
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ing the year was 898, involving $4,916,222.99, and the number allowed
was 401, the abatements amounting to $5,034,071.12. The number of
abatement claims rejected was 12, involving $171,261.40. There was
one claim for abatement on hand at the end of the fiscal year amount-
ing to $4,482.90.

‘There were pending at the beginning of the year 107 protest letters,
and during the year 2,054 such letters were received. There were -
1,794 protest letters disposed of, involving $34,636,661.97, leaving 367
on hand at the close of the fiscal year.

Miscellaneous tawes—Receipts from admissions, dues and excise
taxes for the fiscal year 1927 amounted to $95,205,688.69, compared
with $184,252,680.93 for 1926. This decrease is due to changes in tax
legislation provided by the revenue act of 1926. Collections from
miscellaneous stamp and special taxes were $40,538,815.28, compared
with $61,653,757.99 for 1926. Receipts under prohibition, narcotic,
and related laws during the last three months of the fiscal year 1927
were $5,040,853.55.

A total of $210,984,285.90, répresenting 209,815 items, was entered
on the miscellaneous assessment lists approved by the commissioner.
These lists, on which are entered all assessments of taxes administered
by the unit, carried additional assessments amounting to $25,429,-
'294.02 as a result of field investigations and office audit. The amount
of interest paid and assessed a gregated $1,087,071.30.

There were 15,305 offers in compromise, amounting to $527,487.69,
pending in the Miscellaneous Tax Unit on July 1, 1926. There were
30,456 received during the year and 40,022 disposed of, leaving 5,739
on hand June 30, 1927 Of the 40 022 offers handled 38 896 were
accepted for amounts aggregating $2 009,805.63.

Tobdcco taxes. —Collectlons from the tobacco taxes were $376,170,-
205.04, compared with $370,666,438.87 for the fiscal year 1926—an
increase of $5,503,766.17. This increase resulted from the unpar-
-alleled receipts from taxes on small cigarettes, which amounted to
$2178,928,561.81, an increase of $24,103,753.62 compared with the pre-
ceding year, and which represents 74.15 per cent of the total tobacco
collections. The following seven States produced $343,338,781.78, or
91.27 per cent of the total tobacco collections: North Carolina,
$185,941,504.24; Virginia, $57,775,134.62; New York, $26,919,774.26;
New Jersey, $19,956,537.18; Pennsylvania, $17,956,264.47; California,
$12,511,121.61; Ohio, $12,061,905.69 ; Missouri, $10,216,539.66.

Accounts and Collections Unit

The Accounts and Collections Unit, which has to do with the
work of the 64 collection districts, is divided into three divisions—
collection accounting division, collectors’ personnel, equipment, and
space division, and dlsbursement accounting d1v151on
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Collection accounting division—There weré filed in the various
collectors’ offices during the fiscal year 1927 a total of 5,249,543 tax
returns, of which 4,895,071 represented income tax returns of various
classes. During the fiscal year 1926 a total of 7,015,008 tax returns
was filed in collectors’ offices, of which 5,185,593 were income tax
returns of all classes. The enactment of the revenue act of 1926

~materially reduced the number of taxpayers required to file miscel-
laneous tax returns.

The Accounts and Collections Unit and Income Tax Unit, working
in cooperation, prepared instructions with reference to preliminary
examination of income tax returns in collectors’ offices. All indi-
vidual returns filed on form 1040 and all corporation returns filed
during the 1927 filing period were examined in collectors’ offices for
mathematical errors. The returns were then reviewed by revenue
agents, and a large number of cases were definitely closed within a
few weeks after the returns were filed. As the result of this pro-
cedure, taxpayers were notified promptly of corrections in their
returns, and a sgbstantial amount of revenue was produced.

A total of 7,615,505,838 revenue stamps, valued at $439,166,373.74,
was issued to collectors of internal revenue. ‘

The field work was reorganized. During the year 1 collector’s
office, 11 division oﬁ‘lces, and 1 stamp office were discontinued, result-
ing in an annual saving of $60,278 in personnel cost. At the close of
the fiscal year there were 64 collectors’ offices, 32 division offices, and
47 stamp offices, 18 of which were operated in conjunction with divi-
sion offices.

* The average revenue production of a zone deputy is approximately
$40,000 a year. Using this figure as a basis, it is expected that as a
result of the discontinuance of the 11 division offices and with the
assignment of the division chiefs to productive work there will be a
substantial increase in the amount of revenue produced, without
additional cost to the Government.

Special attention was given by collector’s field forces to the serving
of warrants for distraint, the verification of information returns, the
investigation of returns filed indicating additional tax due, and the
conduct of delinquent drives. In 1927, 85,097 warrants for dis-

’ traint were served, which resulted in the collection of $54,047,883.
compared with 127,571 warrants served and $50,249,181 collected for

the fiscal year 1926. An average of 1,836 deputy collectors made a

total of 367,658 revenue-producing investigations, including the serv-

: ing of warrants for distraint, compared with 492,367 revenue-produc
ing investigations, 1nclud1nfr the serving of warrants for distraint,
made by an average of 2,109 deputy collectors for the fiscal year

1926. The total amount collected and reported for assessment by
deputy collectors during the fiscal year was $78,616,879, whereas the
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total collections and assessments for the previous fiscal year aggre-
gated $78,500438. The average number of investigations made per
deputy and the average amount of tax collected and reported for
assessment for the ﬁscal year were 200 and $42,820, respectively,
while the average number of investigations made per deputy and
the average amount.of tax collected and reported for assessment for
the fiscal year 1926 were 233 and $37,222, respectively.

The special force of internal revenue .agents working under the
‘direction of the Accounts and Collections Unit collected and reported
for assessment $4,791,609, an average of $116,869 per agent.

The total collected and reported for assessment as a result of the
activities of both the force of field deputy collectors working under
the collectors and the special squads working under supervisors of
accounts and collections amounted to $83,408488, compared with
$89,204,603 for the fiscal year 1926. :

Collectors’ personnel, equipment, and space division.—At the close
of the fiscal year 1927 there was a total authorized force, includ-
ing collectors, of 5,294 employees, at an annual salary rate of
$10,351,200. During the year there was a net reduction of 721 in
the total number of positions and $1,040,560 in the annual salary
rate, or, in other words, the reduction amounted to approximately 11.9
per cent of the total authorlzed force and 9.1 per cent of the total
annual rate.

A total of $88,520.17 was expended for the employment of tem-
porary help in collectors’ offices, compared with $47,688.34 expended
for this purpose during the preceding fiscal year. This increase was
due in a large measure to a change in procedute requiring the prelimi-
nary examination of income tax returns in collectors’ offices and
also to a special drive conducted in the district of Florida to collect
delinquent taxes on real-estate transfers.

On February 1, 1927, the fourth internal revenue collection district.
of Michigan, with headquarters at Grand Rapids, was consolidated
with the first Michigan collection district, with headquarters' at
Detroit. Much overhead expense has been saved by this action.
From reports received there has been no complaint on the part of
taxpayers residing in the former fourth district of the service
rendered under the new arrangement.

Disbursement accounting division—The disbursement accounting
division administratively examined and recorded 1443 monthly
accounts of collectors of internal revenue, revenue agents in charge,
and Federal prohibition administrators, together with 104,206 sup-
porting vouchers, in addition to which 8,929 expense vouchers of
employees and 10,782 vouchers covering transportation and freight,
miscellaneous expenses, special employees, informers, etc., were
audited and passed to the disbursing clerk of the Treasury Depart«
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ment and General Accounting Office for payment. The month:ly
pay rolls of the buréau were examlned and audited.

With the removal of the prohibition enforcement accounts fiom
the Bureau of Internal Revenue to the Bureau of Prohibition April
1, 1927, there has been a reduction in the volume of work and in the
personnel of the disbursement sccounting division.

General counsel

The work of the general counsel’s office, which embraces the legal
phases of the whole field of Federal taxation, is divided into six
divisions—appeals, interpretative I, interpretative II, penal, civil,
and administrative.

Appeals division—The work of the appeals division during the -
fiscal year consisted in defending proposed assessments of deficien-
clies from which taxpayers have appealed to the Board of Tax
‘Appeals and, in cooperation with the Department of Justice, han-
dling appeals in the circuit courts of appeals or the Court of A ppeals
of the District of Columbia from decisions of the board. Special
attention was given to settlement of cases without trials. In this
regard the division was assisted materially by the 60-day conference
section of the Income Tax Unit. The number of cases closed during
the year upon stipulations without trials totaled 2,682.

Thirty-one field trips were made by divisions of the board during
the year. Hearings were held at Portland, Me., St. Paul, Minn.,
Denver, Colo., Des Moines, Iowa, -Atlanta, Ga., New Orleans, La.,
New York, N. Y., Fort Worth, Galveston, and Austin, Tex., Okla-
homa City and Tulsa Okla., Columbus and Cleveland, Ohio, Miami
and Jacksonville, I‘la, Kansaa City and St. Louis, Mo., Boston,
Mass.,” Memphis, Tenn., Portland, Oreg., San Franc1sco and Los
Angeles, Calif., Detroit, Mich., Indianapolis, Ind., Seattle and Spo-
kane, Wash., and Salt Lake City, Utah. From one to five attorneys
from the appeals division accompanied each division of the board
to represent the commissioner at the field hearings. The field hear-
ings were carried on without interruption to the regularly scheduled
hearings before the board and its divisions at Washington.

A special advisory committee was established in the commis- -
sioner’s office, effective July 1, 1927, to consider settlements of cases
appealed to the board. It is anticipated that the work of the com-
mittee will be effective in bringing about a greater number of settle-
ments of cases without trials within the next year.

Interpretative division I.—This division considers. questions relat-
ing to the income and excess-profits tax provisions of the several
revenue acts, as well as those questions of procedure (particularly
in connection with liens and distraints) which arise in connect;lon
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with the administration of the internal revenue laws. It also passes
finally upon all matter proposed for publlcatlon in the Internal
Revenue Bulletin.

The dssignment, of members of the, division to several of the sec-
tions of the Income Tax Unit continues. This practice has proved
to be of great benefit, in the audit work of those sections of the In-
come¢ Tax Unit to which members have been assigned, as there is at
hand a representative of the general counsel’s office to advise
promptly in matters eovered by positive precedent. Where there is
doubt as to the law in a particular case or where a new proposition
of law is advanced, the question is submitted to this office for formal
decision. '

Interpretative division I1.—The work of this division embraces (1)
interpretation of the provisions of law.relating to the following
taxes—admissions and dues, beverage, capital stock, gift, estate, ex-
cige, insurance, legacy, ogcupational, oleomargarine special stamp,
telegraph and telephone, tobacco, transpertation; (2) preparing and
reviewing regulations, treasury decisions, informal memoranda, and
letters relating to such taxes; (3) reviewing and approving claims
for refund of all taxes, including income and excess profits taxes,
invelving a net refund of $50,000 or more, and all cases involving
a proposed allowance, including interest, for any year or years
aggregating $75,000, where there is a net refund in any amount;
(4) preparing statements of fact to be submitted to the Joint Com-
mittee on Internal Revenue Taxation as required by the first
deficiency act, fiscal year 1927, approved February 28, 1927, where
a claim has been allowed in exeess of $75,000; (5) assisting in the
draftmo of contemplated revenue, leglslablon relatmfr to the above

AT

,,,,,,

1.926 In March 1927 the quk Qf preparmg st@tements of fact to
be submitted to the Joint Committee on Internal Revenue Taxation,
reguired by the first deficiency act, fiscal year 1927, was given to this
division.

During the year, the division conducted 134 hearings, and from
March 1 to the end of the fiscal year prepared statements of fact to
be submitted to the Joint Committee on Internal Revenue Taxation
in 188 cases. The following regulations were considered and revised ;
Recrulatlons 59 and Regulatlons 43, Part II.

Pengl division.—Cases handled by the penal division are classified
as (1) interpretative and (2) law cases. These are subdivided so
that under each classification there are incomé tax cases and mis-
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cellaneous tax cases, the latter con51st1n(r of the large Varlety of cases
other than those involving income taxes.

-At the beginning of the fiscal year there were pendmg in ‘the penal
division 767 cases. During the year there were received 1,076 new
cases, compared. with a total of 639 cases received during the pre-
vious fiscal year. During the year ended June 30, 1927,-there was
a total of 1,843 cases under consideration, while 1,164 cases ‘were
disposed of, leaving 679 cases pending June 30, 1927. There was,
therefore, a net decrease in cases pending at the close of the year of
88. Special effort was made finally to dispose of the older cases,
not only those which had been in the division longest but likewise
those involving the earlier tax years. This effort has been quite
successful and a considerable number of the older cases have now
been closed. However, certain cases of this character, such as those
in litigation, can not finally be disposed of until the litigation ends.

An additional attorney attached to the penal division was assigned
to the branch of the general counsel’s office in New. York City so
that for the greater part of the year there have been two attorneys
in the New York office. Also an attorney was sent from the Wash-
ington office to the branch of the general counsel in Chicago as the
_general counsel’s representative in that city and an attorney from

~ the Washington office also was assigned to represent the general
counsel in the Rocky Mountain and Pacific Coast States with head-
quarters at San Francisco.

Civil division—The civil division, in cooperation with the Depart-
ment of Justice and the United States attorneys’ offices, handles all
civil internal revenue cases pending in the Federal courts, These
cases include the prosecutions of suits by the United States to recover
unpaid taxes, and the defense of suits brought by taxpayers against
collectors of internal revenue or the United States to recover taxes
alleged to have been erroneously assessed and collected. While the
United States attorneys are charged with the responsibility for the
conduct of these cases, the attorneys of the civil division assemble
the evidence, prepare and brief the cases for trial both as to the
facts and the law, and an attorney of the civil division is usually
present to assist at the trial. In most instances the trial of the case,
at the suggestion of the United States attorney, is conducted by the
attorney of the civil division. Where cases are appealed the attorneys
of the civil division assist in preparing the record, and a brief
for the appellate court is forwarded to the United States attorney
for printing and filing. Cases in appellate courts are frequently
argued by the attorneys of the civil division. In appeals to the Su-
preme Court or petitions for certiorari the petition is prepared in
the civil division and forwarded to the Department of Justice, and a

’
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brief is prepared for the use of the Solicitor General in the argument
of the case.

The principal centers of litigation with reference to the number of
cases pending and the amounts involved are New York, Philadelphia,
Boston, Chicago, Pittsburgh, and San Francisco.

The total number of civil internal revenue tax cases decided by the
Federal courts during the fiscal year 1927 was 306.

The number of civil internal revenue tax cases pending in the Fed--
eral courts at the end of the fiscal year 1927 was 2,808, compared with
2,400 on July 1, 1926. During the fiscal year 1927 1,530 new civil
cases were recelved and 1,187 civil cases were closed.
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MINT BUREAU
Institutions of the mint service

General—All of the 11 mint service institutions were in operation
during the fiscal year ended June 30, 1927—coinage mints at Phila-
delphia, San Francisco, and Denver; assay office at New York, which
malkes large sales of fine gold bars; mints at New Orleans and Carson
City conducted as assay offices; and assay offices at Boise, Helena,
Deadwood, Seattle, and Salt Lake City. The seven last-named
institutions are, in effect, bullion-purchasing agencies for the large
institutions and also serve the public by making assays of ores and
bullion. Electrolytic refineries are operated at the New York,
Denver, and San Francisco institutions.

Deadwood assay office closed.—The Deadwood, S. Dak., assay
office was closed June 30, 1927, the Congress having discontinued the
appropriations for its support. This office was established 30 years
ago under the acts of June 11, 1896, and February 19, 1897, its natural
and exclusive territory being the Black Hills region of South Dakota.
Its receipts of bullion were never large, except during a period of
about three years (1910-1913) when the Homestake Co., the only
large producer in that territory, was induced to deposit its product
at the Deadwood office; the yearly receipts were then from $6,000,000
to $8,000,000 in value. During five years the deposits amounted to
about $1,000,000 annually, but during most of the life of the office
the values received varied from a few hundred thousand dollars to
a very few thousand dollars in recent years. Only 14 bullion de-
posits, worth $2,936.52, were received during its last two years of
operation. - The principal work of the office during recent years
has been the making of assays of samples of ores for prospectors

~and others. \
Gold and silver receipts and tramsfers

Gold operations—Gold acquired by the Government at the several
mint service institutions during the fiscal year 1927 totaled $224,-
246,630.64. United States gold coin received by the mints for re-
coinage amounted to $2,704,940.81; transfers of gold between mint
offices totaled $11,821,953.15; the aggregate amount of gold re-
ceived by the several mint service institutions during the fiscal year
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1927 was $238,778,524.60, which compares with $208,493,228.17 dur-
ing the prior yedr. ‘

Silver operations—Receipts of purchased silver during the fiscal
year 1927 totaled 6,747,524.27 fine ounces, the average cost of which
was 59.9 cents per ounce, total cost being $4,041,552.81. Silver re-
ceived in exchange for bars bearing the Government stamp totaled

© 992,969.28 fine ounces; United States silver coin received for recoin-

' . age totaled 2,630,930.19 fine ounces, the recoinage value being $3,637,-

021.17; silver deposited in trust by other governments totaled 285.-

061.04 fine ounces; and transfers between mint service offices totaled

969,555.07 fine -ourices, making the aggregate quantity of silver re-

~ ceived by the several mint service offices during the fiscal year

11,626,939.85 fine ounces, as compared with 13,016,507.07 ounces dur-
ing the prior year. '

Silver dollars remaining to be coined from bullion purchased
under the Pittman Act amounted to about 2,000,000.

The New York market price of silver during the fiscal year ended
aune 30, 1927, averaged $0.57672; the lowest price was $0.518125 on
October 19, 1926, and the highest price $0.660625 on July 2 and 3,

1926. 4
Refineries

The New York and San Francisco refineries were in operation
throughout the year, as usual. The Denver refinery operated only
during the last half of the year, on silver bullion only. The quan-
tity of gold and silver in unrefined bullion on hand was reduced -
during the year by about 45 tons, but there is still on hand about
437 tons; approximately 54 per cent of which is gold.

Production of electrolytically refined gold during the fiscal -year
ended June 30, 1927, totaled 2,752,093 fine ounces (94.35 toms), as
compared with 3,272,689 fine ounces (112.2 tons) during the prior
fiscal year, and electrolytically refined silver totaled 3,690,118 fine
ounces (126.5 tons), as compared with 4,977,646 fine ounces (170.7
tons) during prior year. '

Coinage

Regular domestic coinage—The domestic coinage executed by the
United States mints during the fiscal year 1927 was greater in value
than that of the prior fiscal year by about $14,000,000, although the
number of pieces was approximately 61,000,000 fewer. The principal
factors in this result were about $20,000,000 more gold coin and
68,000,000 fewer pieces of minor coin. The total domestic coinage
was 310,960,019 pieces, with value $102,653,129.50, as compared with
the prior year’s 372,171,282 pieces, valued at $88,614,418. The 1927

' total consisted of gold, $83,955,000; silver dollars, $4,456,900; sub-
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sidiary silver, $9,572,659.50; nickel, $2,910,100; and bronze, $1,758,-
470. As is usual, the Philadelphia Mint made most of the minor and
subsidiary silver coin, as well as some silver dollars and about
$26,000,000 in gold The San Francisco Mint was principally en-
gaged upon gold coin and silver dollars, whlle the Denver Mint made
silver dollars and small coin.

Commemorative coins.—Coins of special design, authorized by
Congress, were issued during the fiscal year 1927 as follows:

The Vermont-Bennington half dollar was authorized by act of
Congress approved February 24, 1925, in commemoration of the one
hundred and fiftieth anniversary of the independence of Vermont
and of the battle of Bennington. It was designed by Charles Keck.
In addition to the legends and inscriptions required by basic law, the
obverse of the coin bears a likeness of Ira Allen with his name as
founder of Vermont. The reverse carries a figure of a catamount, the
name and date of the battle of Bennington, which occurred August
16, 1777, also the year of the coin’s issue, 1927, and the words *“ Half
dollar.”

The Oregon Trail half dollar is a special-design coin authorized by
act of Congress May 17, 1926, to commemorate the heroism of the
pioneers who traveled to the far West and to aid in erection of suit-
able monuments to commemorate the tragic events associated with
that emigration, which resulted in adding new States to the Union.
The obverse of the coin bears a likeness of an old-time Conestoga
wagon drawn by oxen over the brow of a hill and toward the setting
sun. The phrase “ Oregon Trail Memorial ” appears, as well as other
‘inscriptions required by law. On the reverse of the coin appears the
full-length figure of an Indian with typical headdress, blanket, and
bow. The left hand of the Irdian is raised as if in warning to those
of the East. The Oregon Trail is traced across a map of the United
States as a background on this side of the coin, which was designed
by Mrs. Laura G. Frazer.

Coinage for foreign governments—Coinage for forelgn govern-
ments was made during the past fiscal year only at the Phlladelphm
Mint. The total was 7,099,000 pieces, which compares with 16,676,000
pieces during the prior year. For Guatemala 90,000 gold pieces were
made, for Venezuela 1,545,000 silver pieces and 2,800,000 nickel pieces,

- for Peru 620,000 silver pieces and 1,194,000 pickel pieces, and for -
Nlcaragua, 500,000 silver pieces, 100 000 nickel p1eces, and 250,000
bronze pieces.

The 1927 combined total of domestic and foreign pieces, 318,059 019,
compares with last year’s 388,847,282 pieces.

Eaapenses, income, ete.

Appropriations available for mint service during the fiscal year
1927 totaled $1,684,750, and reimbursenents to appropriations for -
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services rendered amounted to $58,023.03, making a total of
$1,742,773.03.

Expenses amounted to $1,668,244.53, of which $1,606,311.85 was
chargeable to appropriations and $61,933.18 chargeable to income.

The income realized by the Treasury from the mint service aggre-
gated $9,416,010.56, of which $8,842,025.89 was seigniorage. . The
seigniorage included $1,009,519.98 on the coinage of silver dollars,
which amount offsets an equal loss which was incurred when the
silver dollars were melted and sold under terms of the Pittman Act.
The seigniorage on subsidiary silver coin was $3.848,205.08, on niclkel
coin $2,443,230.81. and on bronze coin $1.541,070.02.

Summary of appropriations, expenses, and bdalances, fiscal year 1927

: Salaries and | Contingent | Freight
Ttem wages expenses onvbullion Total
Apprppriation.s ............ g $1, 358, 250. 00 | $319, 000. 00 | $7, 500. 00 | $1, 684, 750. 00
Earnings credited appropriations..._..cocveceeen.-- 45, 380. 73 12,642,.30 fooceueaooo. 58, 023. 03
Total available e memmmmmmme———na 1,403,630.73 | 331,642.30 ; 7,500.00 § 1,742,773.03
) 25.90:) 1 1T 1,324,700.73 | 277,278.82 | 4,331.80 1, 606, 311. 35
Unexpended balances ——....ccpeececuaonmmmens 78,930,00 | 54,363.48 | 3,168.20 136, 461. 68

The number and value of deposits, transfers, gross income, and
expenses for the fiscal year 1927 and the number of employees on
June 30, 1927, at each institution are shown in the following table:

Debosits of gold and silver, income, expenses, and employees, by institutions

Num-
Num-
ber of Qs
ber of 5 Coining value - cnfi Em-
11| mint Excess of in- .
Institutions deposits) copp. | Ofg0ld and | giociniome|  Gross come () or of | Ployees
of gold ice silver re- expense expenses (—) June
and |t ceived 1 P 30, 1927
silver fers
Philadelphia......._. 10, 360 787 [$21, 007,010. 92 |$6, 706, 419.76 | $740, 546. 49 |4-$5, 965, 873. 27 310
San Francisco. 1,195 1101,900,272.00 | 1,151,991. 55 | 260, 447.81 +861, 543. 74 124
% 308 | 17,390, 671. 99 | 1,235, 874. 02 196, 943. 49 | +1,038, 930. 53 80
586 {107, 532, 026. 46 315,668.23 | 331,944.45 —16, 286. 22 124
L S R 1,178, 910. 87 1,084. 49 13,119. 88 —12,035. 39 7
- 167, 557. 80 315.70, 6,038. 17 —5,722.47 3
- 144, 456. 15 1,124.27 - 7,269.05 —0,144.78 4
- 295,207.73 655. 73 6,673. 49 —6,017.76 3
- 1,137.06 472. 57 5,412. 30 —4,939.73 3
- 6,223,120.78 2,017. 10 - 26, 286. 14 —24, 269. 04 11
....... 27,304.91 397. 14 4, 195. 49 —3,798.35 2
2,876 {255, 867,676.67 | 9,416,010.56 |1, 628,876.76 | +7,787,133. 80 671
.................................... 39,367.77 —39,367.77 14
QGrand total____{ 41,920 | 2,876 |255, 867, 676.67 | 9,416,010. 56 |1, 668,244.53 | +7,747,766.03 685
Fiscal year 1926._.... 41,530 | 5,207 192,609, 510. 97 {10, 400, 989. 25 i1, 800, 042. 60 | +8, 600, 948. 56 719

1 Gold valued at $20.67+ per fine ounce, silver for standard dollars valued at $1.29+4 per fine ounce, and
silver for subsidiary coin at $1.38+ per fine ounce.

Gold and silver in the United States

Stock of coin and monetary bullion—On June 30, 1927, the esti-
mated stock of domestic coin in the United States was $2,138,004.166,

<
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of which $1,304,469,861 was gold, $537,944,446 standard sﬂver dollars,
and $295,589,859 sub51d1ary sﬂver coin.

. The stock of gold bullion in the mints, assay offices, and Federal
reserve banks on the same date was valued at $3,260,628,275, a de-
crease during the year of $8,105,370; the stock of silver bullion was
9,068, 349 '88 fine ounces, a reduction of 1,005, 387. 72 fine ounces.
the ca.lenda.r year 1926 was $48, 269 600, as compared with $49 860 200
in 1925. The output has declined to 'under 48 per cent of that fot the
record year 1915, when the total was $101,035,700. _

Silver of domestic productién during 1926 totaled 62,718,746
ounces, valued at $39,136,497; this compares with 66,155,424 ounces,
valued at $45,911,864, for 1925, and with the record productlon of
1915, 74,961,075 fine ounces, valued at $37,397,300.

lndwstmal consumption of gold and silver—Gold consumptlon in
the industrial arts during the calendar year 1926 is estimated at
$74,333,684, of which $43,268,236 was new material.

Silver used in the arts is estimated at 39,408,393 fine ounces, of
which 29,407,601 fine ounces was new material.

As compared with the prior year, silver consumption was about
the same and gold consumption increased about $8,400,000,

Net export of domestic gold coin—The net export of domestic
gold coin during the fiscal year ended June 30, 1927, was $5,500,953 ;
during the prior fiscal year there was net export of $46,614,511.
During the 13 fiscal years 1915-1927, since the becrmmng of the \Vorld
War, there has been a net export of domes!uc gold coin of $941,219,179,

-although the net balance of imports and exports of both gold coin

and bullion was an import of approximately $2,000,000,000 during the
saine period. Since 1870 the net export of doméstic gold coin has
been $1,818,868,243.
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PERSONNEL CLASSIFICATION OFFICER

A total of 276 appeals from classification allocations which had
been presented to the Personnel Classification Board prior to July
1, 1926, were still receiving consideration by said board. During
the first five months of the fiscal year these appeals were disposed
of as follows: Approved as recommended, 201; disapproved, 63;
withdrawn or canceled, 12.

Between July 1, 1926, and June 80, 1927, 657 appeals were pre-
sented to the department and transferred to the Personnel Classifi-
cation Board for appropriate action. Of this number 608 appeals
were approved by the classification officer and 49 disapproved as
being without merit. The Personnel Classification Board approved
194 appeals out of the 657 presented and disapproved 264, leaving at
the close of the fiscal year 199 cases still pending.

In addition to the foregoing an appeal was presented by an em- -
ployee in one of the large activities of the department on behalf
of a group of 833 persons doing the same class of work. This appeal
was disapproved by the Personnel Classification Board and immedi-
ately affected 833 jobs.

In addition to the large number of appeals requiring study and
investigation by the classification officer to enable appropriate recom-
mendation to be made from the department, an unusually large
number of classification sheets were handled through the department
because of certain reorganization in forces, as well as a large turn-
over in personnel.

During the year considerable was accomphshed looklno to a uni-
form procedure within the activities of the department in connection
with the handling of efficiency ratings. The annual ratings for the
period ended May 15, 1927, were more satisfactory than any previous
ratings prepared pursuant to the requirements of law and regulation.
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BUREAU OF PROHIBITION

The act of March 3, 1927, creating a Bureau of Prohibition in the
Treasury Department became effective April 1, 1927, on which date
the working organization of the Prohibition Unit of the Bureau of
Internal Revenue was transferred to the Bureau of Prohibition.
 During the year several changes were made in districts with the
view to better organizing the forces of the bureau to meet local condi-
tions and to centralizing authority over territory where the problems
are similar. The district of Florida was abolished and a new district
created consisting of South Carolina, Georgia, and Florida, with
headquarters at Savannah, Ga. The State of West Virginia was
combined with the western Pennsylvania district, with headquarters
at Pittsburgh. -The State of North Carolina was attached to the
Virginia district, with headquarters at Richmond. The State of
Delaware was transferred from the Maryland district to the eastern
Peunnsylvania district, with headquarters at Philadelphia. The State
of New Jersey was detached from the eastern Pennsylvania district
and made into a separate district, with headquarters at Newark. The
middle judicial district of Pennsylvania was attached to the eastern
administrative district.

The policy of decentralizing the operations of the Prohibition
Service during the past two years has proved to be of material benefit.
The control of permits within their districts has given the adminis-
trators a larger appreciation of their responsibilities.

Further decentralization of the burean was accomplished by
abolishing the offices of the supervisor of alcohol and brewery con-
trel and the supervisor of wine control, the employees of these organi-
zations having been transferred to other agencies in the field. The
office of the chief investigator was discontinued and there was created
in its stead the office of chief special agent. The chief special agent
of the bureau supervises and directs the activities of approximately
120 trained investigators known as special agents. They operate at
all times as specifically assigned by the commissioner and frequently
assume full responsibility for the investigation of difficult and com-
plicated cases, including interdistrict and nation-wide conspiracies
to violate the law. In certain border districts these special agents
act as a coordinating ageney of the department in the investigation
of cases involving major smuggling operations. To accomplish the
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desired results in that connection, they are empowered to utilize to
the best possible advantage the information and evidence that is being
gathered from time to time by the Coast Guard, Customs, and
Prohibition Services.

Prohibition agents made 64,986 arrests during the year ended June
30, 1927, and seized 7,137 automobiles, valued at $3,529,296.70, and
353 boats, valued at $316 323. As a result of the work of such agents,
51,945 prohibition cases against individuals were handled in Federal
courts and 36,546 persons were convicted, of which number 11,818
were given jail sentences.

The Federal courts imposed sentences aggregating 4,477 years for
violation of the national prohibition laws. In addition, as shown by
the records of the Solicitor of the Treasury Department, there were
certain collections through the Federal courts, such as fines and for-
feitures, incident to enforcing the national prohibition act, amount-
ing to $4,143,040.02, compared with $5,231,130.90 for the fiscal year
1926.

During the year 2,832 compromise cases involving 01v1l liabilities
under the proh1b1t10n law were examined and determmed 2,221 of
which were favorably acted upon and 611 rejected, the total amount

~accepted being $1,018,969.71. ‘

In the course of the year 322 applications for pardon for persons
serving sentences for violation of the national prohibition act were
considered, 22 of which were recommended for approval, 217 recom-
mended for rejection, 61 returned to the Department of Justice with-
.out recommendation, and 22 referred to other departments.

A total of 995 applications for parole of persons serving sentences
for violation of the national prohibition act were considered, 13 of
which were recommended for approval, 767 for rejection, 140 were
returned to the Department of Justice without recommendation, and
75 referred to other departments.

The technical division eonducts the chemical work of the Bureau
of Prohibition as well as work of this character for the Bureau of
Internal Revenue in Washington. It supervises generally the ac-
tivities of the chemical laboratories of the Bureau of Prohibition
in the field. The laboratory at Washington made 20,835 analyses
during the year and 93,323 analyses were made in the field
laboratories.

During the fiscal year ended June 30, 1927, 2 concentration ware-
houses, 2 distillery warehouses, and 2 special bonded warehouses.
were closed out, and 1 concentration warehouse was established.
At present there are 28 concentration warehouses containing 22,053,-
141.8 gallons of distilled spirits. There are 8 distillery warehouses
and 2 general bonded warehouses containing 1,465,820.1 gallons of
distilled spirits which have not as yet been concentrated, owing
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to the fact that the security, storage, and bottling facilities are
adequate, and as most of them are contiguous to a distillery, indus-
trial alcohol plant or industrial alcohol bonded warehouse where
Government officers are maintained, no additional expense for super-
vision is incurred by the Government.

At the close of the fiscal year there were 337 permanent and 7
temporary employees on the bureau roll, and 3,932 permanent and
10 temporary employees on the field rolls, making a total of 4,269

. permanent and 17 temporary employees on the rolls of the Bureau
of Prohibition on June 30, 1927. The personnel on June 30, 1926,
consisted of 3,570 permanent and 19 temporary employees.

Narcotics

On June 30, 1927, 306 persons were registered under the Harrison
narcotic law, as amended, as importers and manufacturers, 1,778 as.
wholesale dealers, 48,523 as retail dealers, 144,056 as practitioners,
and 120,699 as dealers in and manufacturers of untaxed narcotic
preparations, the latter number including registrants not required
to pay special tax by reason of paying another tax under the act, or
a total of 315,362 registrants.

A total of 4,469 convictions under the Harrison and smoking opium
‘acts was had, for which the courts imposed sentences aggregating
7,088 years 10 months and 1 day and fines amounting to $175,127.90.
A total of 2,083 cases was compromised, the aggregate amount col-
lected being $104,166.64. During the year ended June 30, 1926, a
total of 10,342 cases of criminal character was reported, whereas
during the last fiscal year 8,851 such cases were reported. A de-
crease of 1,491 cases over the previous year is to be noted. This
however, does not indicate less activity or less effective operation of
the field force, as more effort was concentrated on the larger illicit
purveyors of drugs which is reflected by the increase of 290 years
10 months and 21 days in sentences over the sentences imposed for
the year ended June 30, 1926. Sentences for the past year totaled
7,088 years 10 months and 1 day, whereas the aggregate for the
preceding year was only 6,797 years 11 months and 10 days.
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PUBLIC DEBT SERVICE
Division of Loans and Currency

This division is the active agent of the Secretary for the issue of
all public debt obligations of the United States and for conducting
transactions in such obligations after issue. It is also charged with
the issue of bonds or other obligations of the governments of Porto
Rico and the Philippine Islands as to which the Treasury Depart-
ment acts as fiscal agent. The division undertakes the safe-keeping
of public debt and msular loan securities for certain government
offices, and counts and delivers to the destruction committee United
Statés currency canceled as unfit, and mutilated paper (spoilage,
etc.) received from the Division of Paper Custody and the Bureau
of Engraving and Printing.

Issue and retirement of securities—The following is a résumé of
the activities in connection with the issue and retirement of
securities:

Registered Nonregistered Total
ISSUES
Stock shipments to Federal reserve banks:?
For exchange transactions. . ... oo iifommmieiiaaea $2, 159, 557, 450. 00 | $2, 159, 557, 450. 00
Allotment for original issue._ ... cococeeeoeao... 1.$150.00 | 3, 659, 366, 250, 00 | 3, 659, 366, 400. 00

Original issue by the division..... ... .cccoaao.
Securities issued on exchange. ...ooceeeeoecmveenan

Total securities issued and shipped....._...
RETIREMENTS

Securities retired on exchange... ... ..._.__.

Securities retired for redemption. .. ..o .ooL._.

Other securities retired (i. e., claims, credit, and
exchange authorization retirements)............

Total securities retired
STOCE ACTIVITIES
Securities received from Bureau of Engraving and

Printingd ... e cmraaeiccenecesemnn—-
Securmes restored to stock by Federal reserve

150. 00
2 2, 245, 498, 110. 00
430, 036, 785. 00

5, 818, 923, 700. 00
39, 839, 110. 00
49, 206, 650. 00

5, 818, 923, 850. 00
2, 285, 337, 220. 00
479, 243, 435. 00

2, 675, 535, 045. 00

5,907, 969, 460. 00

8, 583, 504, 505. 00

180, 546, 165. 00
2 2, 307, 396, 394. 25

421, 439, 900. 00

298, 697, 270. 00
) 684, 80

17, 430. 00

479, 243, 435. 00
2, 307, 599, 079. 05

421, 457, 330. 00

2,909, 382, 459. 25

208,917, 384. 80

3, 208, 299, 844. 05

22, 561, 845, 840. 00

Securmes canceled snd delivered to Reglster of

LR TTN100 o T .

2, 995, 600. 00

8, 875, 793, 760. 00
21, 345, 000. 00
909, 283, 300. 00

9, 437, 639, 600. 00
21, 345, 000. 00
912, 278, 900. 00

1 Deliveries to the Treasury cash room as an allotment.
# Includes $2,016,000,000 special, one-day certificates of indebtedness.
$ Does not include standard, full paid interim certificates issued by Federal reserve banks at a value

of $4,823,500.
64761—51 1927——16
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The detail of transactions in public debt securities is presented in
formal statements elsewhere in the report but of special note are the
following data regarding new issues and retirements, covering trans-
actions handled by the division and not including transactions
conducted by the Federal reserve banks.

New issues by the division consisted of 334 per cent Treasury
bonds of 1943-1947 amounting to $23,942,950, of which $21,492,750
were in registered form; 214 per cent postal savings bonds (thirty-
first and thirty-second series) amounting to. $689,620, of which
$650,860 were in registered form; bearer Treasury notes, Series
A-1930-1932, amounting to $35,600,150; and registered 4 per cent
Treasury notes amounting to $169,000,000 and registered 4 per cent
certificates of indebtedness amounting to $37,500,000 for the World
War adjusted service certificate fund and the United States civil

_service retirement and disability fund. In addition, original issues
of Philippine Islands and Porto Rlcan securities were made in total
amount of $2,604,500.

During the hscal year two exchange offerings were made in con-
nection with the redemption of the second Liberty loans which re-
sulted in the retirement of second loan registered bonds to the amount
of $164,776,200. There were also retired second loan registered bonds

. amounting to $4,751,200 purchased with surplus money in the Treas-
ury. On December 15, 1926, Treasury savings certificates began to
mature (five years from date of sale), resulting in a great increase
in the volume of retirements of public debt securities for redemption.
The redemption value of Treasury savings certificates retired during

_ the fiscal year amounted to $64,298,414.25, and of War, Treasury
saving, and thrift stamps to $125,584.80. Other retirements for re-
demption amounted in the aggregate to $57,647,680 with the excep-
¢ion of the special one-day certificates of indebtedness.

Individual registered accounts activities.—In connection with pub-

" lic debt registered issues, individual registered accounts are main-
tained and interest is paid periodically in the form of checks.

"“The interest-bearing accounts open June 30, 1927, were as follows:

Number of .
accounts Principal
Pre-warloans............. . 12,725 $743, 801, 830
Liberty and Treasury loans...... g U 1,629, 127 3, 409, 285, 900
Treasury notes and certificates of indebtedness (i. ., special fund accounts).. [ 358, 6500, 600
1, 641, 858 4, 511, 887, 730

" During the year the amount of Liberty bonds, Victory notes, and
Treasury bonds in registered form decreased from $3,735,249,500 to
$3,409,586,850, a loss of $325,662,650, and the individual accounts
maintained for these bonds and notes decreased from 15760,378 to
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1,630,443, a loss of 129,935 accounts. A considerable reduction in
second Liberty loan registered accounts was evidenced due to the
refunding which started in March. From February 28 to July 31
the registered second loan bonds outstanding were reduced by 150,701
pletes, amounting to $314,726,700, while the individual accounts were
reduced approximately 20 per cent, from 314,456 to 252,825. There
was a net gain in the registered principal of unmatured pre-war loans
of $1,245,530 but a loss of approximately 336 accounts. There were
206,137 individual accounts for registered Liberty bonds, Victory
notes, and Treasury bonds closed and 28,237 accounts decreased, rep-
resenting the retirement of securities amounting to $716,355,250 par
value. In connection with the same loans, 76,202 new accounts
amounting to $390,692,600 principal were opened. - Forty-eight thou-
sand, seven hundred and eighty-nine changes in address for the
mailing of interest checks were made on the registered accounts
during the year.

Interest on registered Liberty and Treasury bonds was paid on due
dates in the form of 3,417,696 checks amounting to $150,611,884.06,
and on registered securities of the pre-war loans in the form of 45,747
checks, amounting to $15,486,946.30. Interest on registered Treas-
ury notes of the adjusted service and civil service retirement and
disability series was paid in the form of four checks aggregating
%6,825,983.54. There were received from the Bureau of Engraving
and Printing 3,383,335 checks and there were canceled and delivered
to the destruction committee 84,355 checks.

Claims.—Claims for relief on account of lost, stolen, destroyed,
and mutilated securities handled by the division during the fiscal
year were as follows:

Claims | Pieces Amount

Received. .coueovmannn. I PRI 3,402 12, 833 | $2, 102, 098. 50
Settled:-

- By reissue or redemption of securiti - eemeeann 2,174 8, 467 783, 632. 00

By recovery of securities..._. -- 975 2,204 771, 075. 00

By disallowance of claims.... - 123 1,308 32, 570. 00

By allowance of credit...... - 2 7 2, 500.00

L U 3,274 l 9,986 | 1,589,777.00

Safe-keeping of securities—At the beginning of the year there
were securities amounting to $381,174,475 in safe-keeping for various
Government offices, against which formal, audited receipts were out-
standing. Throughout the year securities amounting to $245,098,150
were received for safe-keeping and receipts therefor issued and se-
curities amounting to $130,218,850 were delivered from safe-keeping

“upon the surrender of outstanding receipts, leaving a balance of
securities amounting to $496,053,775 in safe-keeping June 30, 1927.

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



218 REPORT ON THE FINANCES

Mutilated paper and redeemed currency.—Mutilated paper verified
and delivered to the destruction committee consisted in total of
22,679,258 and 2869/3400 sheets, of which 22,632,407 and 1169/3400
were received from the Bureau of Engraving and Printing and
46,851% from the Division of Paper Custody. Redeemed currency
counted and delivered to the destruction committee which was de-
stroyed during the year amounted to 636,043,979 pieces, representing
$1,518,482,117.94.

Publicity~The division maintains a mailing list, in addition to
its list of holders of registered bonds, for the purpose of placing new
public debt offerings and such matters before the public. Approxi-
mately 2,554,939 circulars were distributed during the year by this
means. ‘ ,

Personmel—For the conduct of the foregoing work there were on
the 'rolls of the division at the beginning of the year 993 employees.
During the year there were 13 employees transferred to other bureaus,
72 resigned, and 2 retired, while there were 20 employees appointed,
92 transferred from other bureaus, and 46 reinstated. A net increase
in force of 71 employees thus resulted, leaving a personnel of 1,064 -
employees on the rolls at the end of the fiscal year 1927.

Register of the Treasury

The Register of the Treasury performs the final audit of all retired

Federal securities that evidence debt principal or bearer interest,
and is charged with the custody of these documents. It is the duty
of the register to determine the credits to which the Treasurer of
the United States is entitled on account of the redemption of such
securities, and to which the Division of Loans and Currency and
the Federal reserve banks are entitled on account of such securities
retired otherwise than through redemption.
- During the fiscal year 1927, 50,467,077 security documents, with a
face value of $11,243,181,277.38, were functioned in the register’s
office. Of that number there were 39,469,076 that represented cash
redemptions aggregating $6,852,438,058.87; 2,958,680, aggregating
$2,734,325,525 in face value, were surrendered in exchange for other
securities, and 8,039,321, aggregating $1,656,417,693.51 in face value,
represented canceled securities surrendered because they were no
longer appropriate for issue. Of the securities redeemed from the
holders for cash, 87,201,801 were interest coupons that aggregated
$561,272,718.54.

The personnel of the register’s office was reduced during the fiscal
year from 568 employees to 429. The reduced number would prob-
-ably have proved to be sufficient properly to carry on the work of the
office but for added clerical effort made necessary by the unantici-
pated offer made by the department March 8 to holders of part of
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the second Liberty loan bonds to exchange them for Treasury notes.
The acceptance of the offer by many of the holders so increased the
volume of securities transmitted to the register’s office for audit that
the number of employees was found to be insufficient to prevent
certdain portions of the work from falling in arrears.

The total expenditures made from funds available for the conduct
of the register’s office during the fiscal year 1927 aggregated
$745,905.26. That amount includes the salaries and the rent paid
and the equipment, maintenance, and supplies that were purchased
for the use of the office.

The following statement sets forth by class, pieces, and amount
the securities recelved, examined, and filed during the fiscal years
1926 and 1927, respectively :

Summary of securities received, ezamined, and filed " in the register’s office
during the fiscal years ended June 30, 1926 and 1927

1926 1927
Class of security
Pieces Amount Pieces Amount
" REDEEMED
Bearer
United States securities:
1264,633 |12 811,851, 680.00 132 $50, 610. 00
100, 776 393, 044, 200. 00 598,159 | 1,992, 946. 200. 00
Treasury bonds. 1 1, 000. 00 1, 4 10, 000, 000. 00
Treasury notes._..._________ - 182,615 930, 485, 300. 00 317,114 | 1,119, 511,900.00 -
Certificates of indebtedness......_ 67,884 784, 042, 500. 00 54, 705 859, 354, 000. 00
Treasury (war) savings securities. .. 1, 916, 840 6, 480, 196.93 735,674 1, 765. 206. 31
 Intérest coupons................._. 341,445,842 | 638,089,246.55 | 437,201,801 | ¢ 561,272, 713.54
Securities not affecting public debt:
District of Columbia loans......... 183 1% 3,300.00 4 1, 100. 00
District of Columbia interest cou-’
DOUS - - cecmememmem e eeemeee 874 8 166. 07 6 \ 54.75
2 X412 S 43, 649, 396 | 2, 740, 287, 629. 55 38, 909. 075 4.544, 901, 784, 60
Regislered
United States securities:
Pre-war loans.. .. 15, 544 134, 432, 240. 00 75 162, 630.00 -
Liberty loans 14, 680 18, 714, 850. 00 58,420 174, 711, 350. 60
Certificates of indebtedness. .. 580 { 1., 665,700, 000. 00 584 | 2,067,900,.000.00
Treasury (war) savings securities... 1, 126, 485 33. 321, 809. 33 500, 913 64, 762, 180 63
‘Interest checks (Liberty loans)_.._. . 9 47.81 9 113. 64
VT S 1,157,298 | 1,852,168, 947. 14 560,001 | 2,307, 536, 274. 27
Total redeermed..__.........___.. 44.806,694 | 4,502, 456,576.69 | 39,469,076 | 6, 852, 438; 058.87
RETIRED ON ACCOUNT OF EXCHANGES
FOR OTHER SECURITIES, ETC.
Bearer
Usited States securities:
Pre-war loans. _. 69 379, 330. 00 813 504, 670: 00
Liberty loans... 2, 495, 641 ‘987, 960, 250. 00 2,364,378 909, 020, 550. 00
Treasury bonds. 85, 503 269, 687, 300. 00 67, 554 213, 624, 900. 00
Treasury notes 98, 350 529, 739, 600. 00 68, 049 433, 793, 950. 00 )

1 Deduct.

? In adjustment of previous figures a transfer from redeemed to canceled is made.
? The audit figure is used instead of received figures for the May and June settlement months which
were in process of audit at release of last report.
4 Includes received figures for May and June settlement months which are in process of audit.
$ In adjustment of previous figures a transfer from canceled to redeemed is made.
6 1926 fiscal year figures received after report was submitted.
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Summary of securities received, ewxamined, and filed in the register’s office
during the fiscal years ended June 30, 1926 and 1927—Continued

N

1926 1827
Class of security
Pieces Amount . Fieces Amount
RETIRED ON ACCOUNT OF EXCHANGES
FOR OTHER SECURITIES, ETC.—contd.
Bearer—Continued
United States securities—Continued.
First 314 per cent Liberty loan in- .
terim certificates 150 $41, 600. 00 95 $13, 600. 00
Standard fuil-paid interi .
cates 10 4,823, 500. 00
Certificates of indebtedness. . - 62, 187 474, 116, 500. 00 58, 078 569, 842, 500. 00
Treasury (war) savings securities. . 1257 11,2125 |occceccmcaccaalaacceacmccmceeanan
Securities not affecting public debt:
Insular possessions loans. . .. ..... 2,293 2, 293, 000. 00 727 727, 000. 00
Total_--_..._..._.-_.-.: ......... 2,744,602 | 2,264,216,318.75 2,559,704 | 2, 132, 440, 670. 00
Pegistered
“ United States securities: i
Pre-war 10ANS . ... oo ceeeoaaoos 11,058 59, 983, 940. 00 9,992 52, 720, 890. 00
Liberty loans. . .. - 391, 480 400, 962, 800. 00 374 208 509, 874, 400. 00
Treasury bonds - 3,97 15, (25, 100. 00 4,863 31, 769, 500. 00
Treasury (war) savings securities... 194, 402 2, 370, 675. 00 7,315 | 1, 474, 665. 00
Securities not affecting public debt: °
Insular possessions loans. .. ....... 2,837 4, 698, 000. 00 2, 600 6, 045, 500. 00
TOBL. < oo eceeemeeeeee 603,753 | 483,020, 515. 00 398,976 i 601, 884, 855. 00
Total retired account exchanges, .
S 3,348,355 | 2,747, 236,833.75 2,958, 080 | 2,734,325, 525. 00
UNISSUED 8TOCK RETIRED
Bearer -
United States securities:
Pre-war loans. ... ..o ._.._. 52,192 11, 943, 190. 00 8,062 17, 890, 600. 00
Libertyloans.......... - 1, 834, 609 169, 857, 300. 00 911, 428 197, 800 600. 00
Treasury bonds.._.._ - 24 121, 900. 00 179 400. 00
Treasury notes........... - 274,327 617, 831, 200. 00 114,930 323, 680 300. 00
Certificates of indebtedness. . - 45 301 310, 388, 000. 00 119, 564 591, 832, 500. 00
Treasury (war) savings securities... 7,284 36, 420. 00 39 203. 00
Interest coupons . 5, 935 990 329, 874,722.75 6, 836, 203 377, 354, 065. 51
Becurities not affecting public debt
Insular possessions 10808- -« cuaceeee|eeemcaccaeaoalommooaiceccccaecan 3 3, 000. 00
District of Columbia loans 83,500.00 |- coeemeeeodeoccmam e
Total. e cceeeaan 8, 149, 734 | 1, 340, 056, 232. 75. 7,990,498 | 1, 508, 867, 068. 51
Registered
United States securities:
Pre-warloans. ..o o_oooioi.ool. 22,610 1, 184, 130. 00 24,094 63, 190, 250. 00
Liberty loans_._.__ 35 581, 600. 00 22 2, 809, 5650. 00
Treasury bonds 22, 000. 00 18, 500. 00
Treasury notes....... No value.
Certificates of indebte . .
Treasury (war) savings secul 9,433 1,706, 650. 00 26 N
Securities not affecting public debt: .
Insular possessions loans.... 2, 137, 000. 00 12, 811 31, 339,.000. 00
Railroad 10ans. - - - oo oo s 8,840 42, 449, 000. 00
Cherokee certificates of indebted-
_____________________________________________________________ 550 8, 500, 000. 00
sttnct of Cotumbia 0ans. ..o cooo et 2,271 2, 243, 000. 00
Total. ool 34,510 5, 631, 380. 00 48, 823 147, 550, 625. 00
Total unissued stock retired._._.__ 8,184,244 | 1,345,687,612.75 8,039,321 | 1,656,417, 693. 51

1 Deduct.

$ In admstment of previous figures & transfer-from canceled to redeemed is made.
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Sumanary of securities received, erxamined, and filed in the register’s office
during the fiscal years ended June 30, 1926 and 1927—Continued

1926 1927
Class of security
Pieces Amount Pieces Amount
RECAPITULATION
Bearer
United States securities: .
Pro-war 10808 . o v 1311,746 1 $470, 840. 00 9, 007 $18, 535, 280. 060
Liberty loans__._.. 4,431,026 | 1, 550, 861, 750. 00 3,873,965 | 3, 099, 767, 350. 00
Treasury bonds._ . 85, 588 269, 810, 200. 00 69, 213 223, 931, 300. 060
Treasury notes.... ... .oeenceeeoaon 555,292 | 1, 978, 056, 100. 00 500,093 | 1, 876, 986, 150, 00
First 314 per cent Liberty loan in-
terim certificates. .« .._ccccee.. .o 150 41, 600. 00 [ 13, 600. 00
Standard -full-paid interim certifi-
cates. ..ol P SN 10 4, 823, 500. 00
Certiﬁcates of indebtedness. ....... 175, 352 | 1, 568, 547, 000. 00 232,347 | 2, 021, 029, 000. 00
Treasury (war) savings securities. ._| 1,923, 867 6, 515, 355. 68 735,713 1, 765, 409, 31
Interest coupons................... L] 47 381,832 | ?967,963,969.30 | ¢ 44,038, 094 ¢ 938 626, 779. 05
Securities not affecting public debt:

Insular possessions loans. ... 2,203 2, 203, 000. 00 730 730, 000. 00
District of Coluntbia loans - 4 200. 00 4 1,100. 00

District of Columbia
674 6 166. 07 6 54.75

54,543,732 | 6,344, 560, 181. 05 49, 459, 277 | 8, 186, 209, 523, 11

Registered

United States securities: )
Pre-war 10ans. ..oococroocmoccaaancs 49, 212 195, 580, 310, 00 34,161 116, 073, 770. 00
Liberty loans--.... 406, 510 420, 259, 250, 00 432, 847 687, 395, 300. 00
Treasury bonds._ 3,991 15, 047, 100. 00 4,871 31,788, 000, 00
Treasury notes.._....._... [ IR SN 2 No value.
Certlﬁcates of indebtedness. .. - 581 ) 1, 665, 700, 000. 00 584 | 2,067,900, 000. 00
Treasury (war) savings securities. .., 1, 330, 320 37,399,134, 33 | 508, 254 66, 238, 070. 63
Interest checks (Liberty loans).._.. 9 47,81 9 113. 64

Securities not affecting public debt:

Insular possessions loans. _......... 4,038 6, 835, 000. 00 15,411 37, 384, 500. 00
Railroad Joans_ o ..oooooao .. ... ———- 8,840 42, 449, 000, 00
................................ 550 5, 500, 000. 00
................................ 2,271 2, 243, 000. 00

1,795,561 | 2,310,820,842.14 | 1,007,800 | 3,056,871, 754,27
56, 339, 293 | 8,685,381,023.10 | 50,467,077 | 11,243,181, 277. 38

! Deduct.

3 In adjustment of previous figures a transfer (rom redeemed to canceled is made.

8 The audit figure is used instead of received figures for the May and June settlement months which
were in process of audit at release of last report.

4+ Includes received figures for May and June settlement months which are in process of audit.

8 1926 fiscal year figures received after report was submitted.

Division of Public Debt Accounts and Audit

During the fiscal year this division continued to maintain its ad-
ministrative control accounts over all official transactions in public
- debt securities of all issues conducted by the several Treasury offices
-and the Federal reserve banks as fiscal agents of the United States,
and over all transactions involving the receipt, custody, and issue
of distinctive silk fiber and nondistinctive paper used for printing-
public debt securities, United States currency, national-bank notes,
Federal reserve notes, United States postage stamps, internal revenue
stamps, and other mlscellaneous securities and documents.

The division has also continuously conducted administrative physi-
cal audits of distinctive and nondistinctive paper in the custody of
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the Burean of'Engraving and Printing, and of securities in other
Treasury offices held as stock or in safe-keeping, unclaimed securities,
surrendered securities canceled and retired or in process of retire-
ment; of registered interest checks in stock, held as unclaimed, or
canceled and delivered for destruction;.of registered bondholders’
accounts; of numerical registers reﬂectlng the issues and retirements
of pubhc debt securities and those outstanding; and of various ac-
counting records relating to security and security-paper transactions.
The following is a summary of the physical audits conducted by the
division durmg the fiscal year:

Physical audits, fiscal year 1927

Description Pieces, ete. Value

In Division of Loans and Currency: : R
Securities, nnissued SEOCK -« .o e o e ee oo e iciciiccmeeas 19,726,929 | $9, 383, 622, 040. 00
Securities in safe-keeping, 504, 688,625. 00
Unclaimed securities 6,677, 98
Surrendered securities in process of retirement. - S - 19, 258, 148, 756
Interest checks, unissued stock. ... - -
Void interest checks held for reference......c_.cccceaocoocoooLoo
Interest checks held for destruction..

Unclaimed interest checks........
Registered bondholders’ accounts .
Numerical records of registered note
Treasury savings certificate stubs...

In office of Register of the Treasury:
Retired Treasury savings certificates . cooeeoeoacaacecccacimmmccaeans 488, 740 ]
Speéimen securities. ... oooocean e P 380
Numerical records of coupon bonds, notes and certificates-entries

examined_ ... .o eeececicaaaeas ceea| 92,925,159 lociocai e
In Division of Paper Custody: :
Distinctive silk fiber and nondlstmctlve paper, unissued stock-shests. 3,247,877
Distinctive silk fiber paper, unissued stock-rolls_ ... ... _.__. -
In office of Commissioner of the Public Debt: Specimen securities..__.... 1, 607
In Bureau of Engraving and Printing: Distinctive silk fiber and non-

distinctive paper, printed or in process of printing-sheets.............. 2101,136,29] |- cucarmcncnncnan

1 Includes 4,319,641 pieces package counted.
¢ Includes 30 908 755 sheets package counted.

Detail of audits of distinctive silk fiber and nondistinctive paper in the Bureau
of Engraving end Printing

. Bheets audited in various divisions
Num-
Class of paper be(ri of E j Surt Numb o .31‘12:2;
audits ; Txamin- | Surface umber- r-
Weiting ing printing ing Postage | gorg
Currency. .- ooveaaea- 35 (8,622, 109 |50, 267,449 423,880 (3,036,300 |--.___... 4 | 62,349,742
Bonds, certificates, etc. .. 46 | 124,308 134,006 | 5,803, 304 227 | 6,061,845
Postage 51 38, 000 i N P 87 | 4,867,493
Revenue._.. 41 97,576 |occecaaennn 25, 180, 899 62 | 25,333,472
Miscellaneous. 12 250 2,044 | 2,521,113 332 | 2,523,730
Total. o ceeceaaanes 185 18, 882, 243 50, 403, 533 |33, 920, 196 |3, 036, 300 |4, 884,307 | 712 101,136,201

Note.—Fractional sheets disregarded in obtaining aggregate totals. Sheets counted in each audit were
found in agreement with bureau records and reconciled with controlling accounts in Division of Public
Debt Accounts and Audit.
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Division of paper éustody

: On hand Received On hand
. Issued to
Kind July 1, from con- June 30,
1926 tractors bureau

Distinctive paper for United States currency, Fed- X

eral reserve notes, Federal reserve and national- Sheets Sheets Sheels Sheets

bank eurrency - o ieeccaneoo 36,453, 160 | 1 247,462, 250 | 2 253, 482,458 | 30, 432, 952
Internal revenue paper. 23, 481, 207 87,839,600 | 882,275,200 | 29,045, 607
Postage stamp paper- .o occiecccicmcneenn e--| 5,764,488 41,009, 363 8 2,989, 619 3,784, 232
Check paper. P, . 361,977 6 4,221, 010 73, 238, 249 1,344,738
United States bond paper .......................... 3,459, 186 8 4, 570, 701 9 2, 199, 940 5 829, 947
Parchment, artificial parchment, and parchment - .

deed PP oo cceccceeeciamenaaeane 199, 148 . 214,853 259, 991 154,010
Miscellaneous Paper. ... oo ccemamocccacecamananena 2, 446, 641 2, 008 722 2,473, 594 1,981,769
Philippine Islands paper: :

Distinctive paper for silver certificates, na- .
tional-bank and Treasury notes.....oceoooeu.- 322,837 1,993, 550 | 101,848,020 468,367
Postal card. .o eil. 24,029 50,000 51,491 22, 538
Internal revenue. ... ..o 82,948 101, 154 1t 72 613 111,489
Porto Rican internal revenue paper_.._____________ 70,318 196, 453 12 266 227 544
4 X0 DN 72,665,939 | 349, 667,656 | 349,157,402 | 73,176,193

Rolls postage Stamp paper- - ce--eeeemecccncienanan 1,110 8, 901 8,385 1,626
Rolls internal revenue PAPer- . 152 13 583 1511 224
Rolls United States security paper..-......o...._.. 25 DY PSSO 3

1 Includes 59 sheets net overs, 119,000 sheets exchange paper, 2,191 sheets replacement paper, and 52,000
sheets Special A, B, C.

# Includes 409, 000 sheets issued for exchange, 3,492 portions and 8,249 damaged sheets delivered to Divi-
sion gf Loans and Currency, 2,191 sheets shxpped to mill for replacement, and 6,000 sheets special paper
issues

# Includes 1,663,800 sheets of rejccted paper, returned to mill, and 4,709 sheets destroyed.

¢ Includes 10 000 sheets received in case labeled 2034 by 37.

$ Includes 5, 621 sheets destroyed.

¢ Includes 359 sheets net overs.

7 Includes 206 sheets destroyed, 7 sheets for samples, and 36 sheets for test.

¢ Includes 101 sheets net overs,

? Includes 45 portions delivered to Division of Loans and Currency

10 Includes 20 portions delivered to Division of Loans and Currency.

1 Includer 188 sheets destroyed.

13 Includes 224 sheets destroyed.

12 Includes 98 rolls for replacement. .

M Includes 98 rolls returned to contractor.

Custody of Federal reserve notes, serics 1914 and 1918

Federal reserve bank On Ill,a’f&g uly | Received Issued On %?nlgz.';une
Boston..__ $162, 800, 000 $108, 000, 000 $130, 000, 000 $140, 800, 000
New York.. 194, 240, 000 485 300 000 404, 100, 000 275, 440, 000

205, 700, 000 00, 000 125, 440, 000 179, 260, 000
137, 100, 000 150 000 000 165, 440, 000 - 121, 660, 000
107 320; 000 .53. 000, 000 41, 840, 000 118, 480, 000
35, 280 000 130, 000, 000 84, 220, 000 81, 060, 000
158, 900, 000 281, 000, 000 229 800, 000 210 100, 000
63, 860, 000 14, 000, 000 25 580 000 52, 180, 000
40, 980, 000 23, 000, 000 29, 330, 000 34, 620, 000
48, 000, 000 39, 000, 000 39, 040, 000 47, 960, 000
46, 340, 000 30, 600, 000 37, 300, 000 39, 640, 000
105, 800, 000 152, 000, 000 | 133, 540, 000 124, 260, 000
J N2 7: ) BN 1,306,320,000 | 1, 564,900,000 | 1,445,760, 000. 1, 425, 460, 000
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PUBLIC HEALTH SERVICE

The activities of the Public Health Service during the fiscal year .
" ended June 30, 1927, are summarized by .the Surgeon General as

follows:
Division, of sanitary reports and statistics

Reports of the prevalence of diseases dangerous to the public
health were received throughout the fiscal year by telegraph and mail
from all parts of the United States and from foreign countries.
They came from officers of the Public Health Service, American
consuls, State and local health officers, foreign governments, the
health section of the secretariat of the League of Nations, the Inter-
national Office of Public Hygiene at Paris, the Pan American Sani-
tary Bureau, and other sources.

Some of the telegraphic reports were summarized and mimeo-
graphed copies sent to State health officers. In this way early
notice was given of the prevalence of diseases which must be especi-
ally guarded against.

The data generally are tabulated, comparisons are made with pre-
ceding years, and the resulting statistics are published in the weekly
Public Health Reports or in supplements issued from time to time.

The reports from the United States of the prevalence of diseases
dangerous to the public health are not as complete or accurate
as they can be made. The establishment of definite standards of re-
porting and the inclusion in a registration area of all States and
cities which reach these standards would do much to increase our
knowledge of the prevalence of communicable diseases in the United
States.

The weekly Public Health Report was issued regularly during
the fiscal year. This publication is now in its forty-second year.

The obligations imposed upon our Government by sanitary con-
ventions to notify foreign governments of the appearance of quar--
antinable diseases and the prévalence of certain communicable dis-
eases were met during the fiscal year, and sanitary information was
exchanged between the Public Health Service and the Pan American
Sanitary Bureau, the health section of the League of Nations, and

“the International Office of Public Hygiene at Paris.

Another volume was added to the series of annual compilations of

Federal and State laws and regulations pertaining to public health.
224
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Laws and regulations pertaining to smallpox vaccination were col-
lected, compiled, analyzed, and published, together with abstracts
of all dec1310ns on this subject by courts of last resort in the United
States.

Many requests were received for information as to the laws and

regulations on subjects pertaining to health. These requests were
complied with as far as possible.

The dissemination of health information of a popular nature by
radio was continued by the Public Health Service throughout the
fiscal year. Two broadcasts were sent out each month through 49
cooperating stations.

Reports to the Surgeon General indicate that health conditions
throughout the country were unusually favorable during the fiscal
year. During the first three months of 1927, although there was a
widespread epidemic of influenza in Europe, the United States was
fortunate in having comparatively few cases of this disease, and these
were generally mild, with few cases in which pneumonia developed.

The record for the calendar year 1926 is not so favorable. The
general death rate increased slightly over that for 1925, and the infant
mortality rate also increased. These increases were due, largely, if
not entirely, to the epidemic of influenza which occurred during the
winter and spring of 1926. Measles was unusually prevalent at the
same time.

“'There was a continuation of the reduction in the death rate
from tuberculosis, although the difference between the rates for
1925-and 1926 was small. )

In 1925 the death rate from typhoid fever showed a reaction from
the steady decline which had been observed for three decades at
least. In 1926, however, the typhoid fever death rate in 40 States
was 6.7 per hundred thousand, as compared with 8.3 in 1925.

The case and death rates for diphtheria for the year 1926 were
the lowest ever recorded in the United States, but during the first
six months of 1927 the incidence of this disease increased, although
the iumbers of cases and deaths were much smaller than those reported
a few years ago.

During the fiscal year there was not much change in the number
of ports reporting casées of quarantinable diseases. Plague and
typhus fever were widespread and cholera was confined to Asia, but
appeared to be spreading at the close of the fiscal year. Yellow
fever has been eliminated from many places where it was formerly
a. scourge, but it still exists in parts of Africa and occasional cases
appear in South America.

Plague was reported from nearly all parts of the world with which
we carry on commerce. It appeared in Asia, Africa, Europe, and
South America. Sporadic or imported cases, reported from ports
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where the disease is unusual, emphasized the necessity for constant
vigilance. Although the number of cases decreased in countries

' where the disease is usually: prevalent -there wag little; if any, de-
crease in the number of ports in which plague appeared.

The number of cases of plague reported in India was less than
the number reported for the preceding fiscal year. India is the prin-
cipal center of infection for this disease. The incidence of plague
also. decreased in Siam, French Indo-China, and Java.

The Japanese steamship Manila Maru, from Pacific ports and ports
in South America, arrived at New Orleans on October 24 with two
human cases of bubonic plague. The cases were remeoved in quaran-
tine, where one patient subsequently died. Diagnosis in both cases
was confirmed clinically and bacteriologically. Repeated cyanide
fumigations were made during the discharge of cargo under super-
vision into barges alongside. After complete discharge the vessel
was given thorough fumigation throughout and was then surveyed to
locate the breedmg places of rats on the ship and permanently to
eliminate all these in so. far as possible. The vessel left New Orleans
on November 17, 1926, bound for Cristobal, Canal Zone; San Pedro,
Calif.; Honolulu, Hawau and Japan.

Cholera was prevalent durlng the fiscal year in India, Siam, French
Indo-China, China, Manchuria, and Korea. There was a severe
epidemic du11ng the summer of 1926 in Shanghai Just after the
close of the fiscal year the disease spread to ports in the Persian Gulf,
Iraq, and Persia.

There has been a decrease in the number of cases of typhus fever
since shortly after the close of the World War, but the disease is
still a serious problem in the Ukraine, Russia, Poland, Rumania, and
other parts of Eastern Europe and Asia. The disease is prevalent
in Mexico and along the western coast of South America. Cases were.
reported in the Iush Free State. :

Yellow fever was reported at Bahia, Brazil, ea1ly in the fiscal year.
The only other cases of this disease reported were in Africa—Liberia,
the Gold Coast, Togoland, Dahomey, Nigeria, and French West
Africa. In some parts of this territory the disease was more preva-
lent than it has been for several years.

Smallpox was reported from Europe, Africa, Asia, North and
South America, and many isolated ports.

Division of foreign and insular quarentine and immigration

Quarantine transactions.—During the fiscal year 29,299 vessels and
3,054,594 persons were inspected by quarantine officers. Of these,
20,284 vessels, 820,793 passencrers, and 1,140,922 seamen were in-
pected upon arrival at stations in the continental United States;
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2,991 vessels, 169461 passengers, and 226,373 seamen were inspected
at insular stations; and 5,954 vessels, 424,172 passengers, and 272,873
seatnen were inspected at foreign ports prior to embarkation for the
United States.

Of the passengers who embarked at European ports 60,774 were
vaccinated and 62,995 were deloused under the supervision of medical
officers of the s’ervice. Their clothing and baggage, amounting to
68,472 pieces, were disinfected.

A total of 7,116 vessels were fumigated either because of the
occurience of disease on board or for the destruction ‘of rodents,
31,073 rats were recovered, of which number 18, 334: were examined
for plague infection.

The efforts of the service to exclude quarantinable disease from
the United States and its possessions weré successful. During the
year 17 cases of smallpox, 2 of leprosy, and 2 of human plague reached
our quarantine stations. No case of yellow fever, typhus, or cholera
arrived at quarantine. The prophylactic measures applied by Public
Health Service officers at foreign ports of departure undoubtedly
contributed to this result.

During the past year quarantine officers were authorized to dccept
as competent evidence, fumigation certificates properly visaed by a
United States consul, provided the certificate contains the same, or
substantially the same, information as Certificates of Fumigation of
the United States Public Health Service, and, in addition, indicates
the treatment of substantially all parts of the vessel, and if, after
a thorough inspection of the vessel the medical officer accepting the
certificate is satisfied that the fumigation has been performed in ac-
cordance with the requirements of the United States Public Health
Service, and the vessel shows a satisfactory freedom from rat infesta-
tion.

In view of the fact that the yield of rats after fumigation of oil
tankers is relatively low, the extension of the period between fumiga-
tion of such vessels has been authorized, provided, upon actual de- .
tailed inspection they show no evidence of rat infestation. The ne-
cessity for fumigating tankers is now based upon the presence or
absence of observed rat infestation and not upon previous ports of
call or time elapsed since last acceptable fumigation. If, after in-
spection, tankers are not free of rats, they will be fumigated. It
1s expected that this procedure will materially diminish the number
of tankers fumigated. '

In November of the past fiscal year medical officers of quarantine
stations were authorized to begin the use of Zyklon-B in the fumiga-
tion of ships. Fumigation With this HCON fidterial not only greatly
reduces the amount of equipment necessdary, as compared with other
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" fumigants, but allows the work to be done with much less personnei
and will reduce the cost of fumigation.

- In conformity with the Pan American Samtary Code, the Public
Health Service has now printed and is now using the form of bill
of health set forth in the appendix of said code and adopted as the
standard bill of health.

During the past year a great deal of consideration has been given
to the possible exemption from fumigation of ships from noninfected
ports, provided they show no rat infestation and very slight rat
harborage under a careful inspection.of all parts of a vessel. In
order to maintain a vessel in a rat-free condition, or at least to have
the rat population reduced to an unimportant number, fumigation
is necessary at least every six months or the vessel must be relatively
rat-proof, and a great many steamship companies have come to
realize in the past year the importance and economic value of rat-
proofing their vessels.

In accordance with article 28, International Sanitary Convention
of Paris, 1926, a combined form of deratization or deratization
exemption certificate was drawn up and was submitted at the last
meeting of the Office International in April of this year. This
certificate was received very favorably and is now in use at a number
of the quarantine stations of the Public Health Service for recordmtr
results of inspections for rat infestation and rat harborage.

At the meeting of the First Pan American Conference of Directors
of Health, which met in Washington, September 27-29, 1926, a com-
mittee was appointed to formulate a program for the investigation of
plague. This committee consisted of Dr. Lucas Sierra, of Chile; Dr.
Pablo A. Suarez, of Ecuador; and Dr. S. B. Grubbs, United States
Public Health Service. This committee recommended that the Pan
Amer.can Sanitary Bureau request each of its signatory powers to
begin in one or more places, preferably ports, a plague survey of
rats and fleas. Some of this work has now been started and reports
of these surveys are being received, part1cu1ar1y from Ecuador. Rat-
flea surveys are now being conducted in New York; San Juan, P. R.;
Savannah, Ga.; and Norfolk and Newport News, Va.

Medical inspection of aliens.—There were 881,699 alien passengers
and 996,198 alien seamen examined by medical officers at the various
stations. Of this number 24,292 passengers and 8,117 seamen were
“certified ” in accordance with the act of Congress approved Feb-
ruary 5, 1917.

The most important causes of certification of alien passengers were
trachoma, 412; tuberculosis, .213; feeble-mindedness, 168; insanity,.
87; syphilis, 96; and gonorrhea, 354.

Of the alien seamen certified 112 were for trachoma, 44 for tuber--
culosis, 420 for syphilis, 428 for chancroid, and 915 for gonorrhea.
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Ewamination of alien passengers abroad.—There were 148,539
applicants for immigration visas examined by medical officers abroad.
Of this number, 1,502 were reported to the consular officers as af-
flicted with one or more of the diseases listed in class A as manda-
torily excludable; 11,485 were reported as afflicted with a disease
or condition listed in class B as liable to affect their ability to earn
their own living; 1,496 of the applicants reported in class A and
5,084 of those reported in class B were refused immigration visas by
the consular officers because of the result of the medical examination.

Of 141,959 aliens who had been given a preliminary medical ex-
amination abroad and to whom visas had been issued, only a total
of 9 were certified upon arrival at a United States port as being
afflicted with class A diseases, resulting in mandatory deportation.

Division of domestic quarantine

Public health problems resulting from the Mississippi flood were
immediately met by the detail of Public Health Service officers to
work in cooperation with the American Red Cross headquarters and
with the State health officers in the flood area. Through the Public

~ Health Service public health personnel for the affected area was
secured not only from the Federal Government but from State and
local health organizations throughout the country. In addition to
trained personnel, biologic products such as smallpox vaccine, anti-
typhoid vaccine, and the like were obtained from State and munici-
pal agencies in the large quantities required. Response to the appeals
for assistance were so prompt and generous that all needs were sup-
plied within a few days from the begmnlncr of the flood.

Upon the return of the people in the flooded area to their homes
a comprehensive plan of county health work was developed; which,
in the opinion of Federal and State health officials, Red Cross rep-
resentatives, and representatives of the Rockefeller Foundation,
will meet the needs during the rehabilitation period, and afford a
foundation for the development of permanent health service. This
plan was developed at a conference of public health officials and
others held in New Orleans, La., on June 5, 1927.

As presented to the department and approved, the plan provides
for the establishment of county health units in the affected counties
to be conducted under the immediate direction of the State boards
of health and county authorities and made possible through the
financial cooperation of the United States Public Health Service
and the Rockefeller Foundation. It is proposed that this ar-
rangement continue for a period of 18 months from the time
of its establishment, when it is believed that the States and communi-
ties will be in position to assumne a much larger proportion of the
eéxpense, and that a reorganization of the plan wi]l be in order.
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Ninety counties in 7 States (Kentucky, Tennessee, Mississippi,
Missouri, Louisiana, Illinois, and Arkansas) are included in the
plan. During the fiscal year 1928, the cost of the work to the several
agencies is estimated as follows:

State departments of healﬂi i i : $198, 245
Counties e e e e e e e 365, 390
United States Public Health Service. - e 262, OOO
Rockefeller Foundation ) 130, 000

955, 635

Through its participation in the plan as indicated, the United

States Public Health Service will be enabled to prevent the spread
of smallpox, trachoma, and typhoid fever within the flooded areas
and to other States, and to meet any emergencies due to other
epidemic diseases that may arise.. Through the program of work
thus promptly inaugurated, grave apprehensmn on the part of the
people in the flooded region as to the likelihood of widespread occur-
© rence of pestilential disease following the flood has been allayed and
confidence in health protection and conservation is being restored.

A serious epidemic of typhoid fever, resulting in approximately
5,000 cases of that disease and 500 deaths, developed in Montreal,
Canada, beginning about March 1, 1927. The problems in connec-
tion with the prevention of the spread of the disease to the United
States became so acute that a board of commissioned officers was .
detailed to make a survey of the typhoid fever situation in Montreal,
permission having been granted by Canadian health officials. It
was ascertained that the cause of the epidemic was infected milk,
and the conclusions of the board were to the effect that Montreal for
the time being was not a comparatively safe place for visitors. - In
addition health authorities of the States receiving shipments of milk
and cream from Canada were strongly advised to see that all such
products were pasteurized or otherwise processed under official super-
vision, so as to be rendered free from typhoid, tuberculosis, or any
other infection liable to endanger human health.

Immediately upon notification of the hurricane disaster in Florida
two medical officers and three sanitary engineers were dispatched to
the disaster area for the purpose of aiding State and local health
authorities in emergency measures for the protection of the public
health. Smallpox vaccine and other biologic products were made
-available, and advice and assistance were given in the safeguarding
of water supplies, sanitary disposal of wastes, and prevention of
mosquito breeding.

No human plague has occurred in the United States during the
current fiscal year. Plague in ground squirrels continues to exist
over a large section of California and is a continuous public health
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menace. Present methods of operation are not sufficiently intensive
to eradicate ground-squirrel plague.

Hospitals for the eradication of trachoma, conducted in cooperatlon
with State and local authorities, were operated at Rolla, Mo.; Knox-

" ville, Tenn.; Russellville, Ark.; and Richmond, Ky.

Activities pertaining to the certification of water supplies used on
trains and vessels engaged in interstate traffic were conducted as
heretofore, as were activities relating to the sanitary control of shell-
fish and to sanitation in national parks. .

The Twenty-fifth Annual Conference of State and Terrltorlal
Health Authorities with the Public Health Service was held on May
20 and 21, 1927. .

Division of scientific research

Although the intensive student of public health is constantly
observing the humanitarian and economic benefits which accrue from
the application of scientific research in his subject, these benefits are
often less apparent to those immersed in other affairs and to the
public, unless some large emergency brings them conspicuously to
light. During the past year the great emergency precipitated by the
Mississippi floeds gave opportunity for the application on. a large
scale of methods which had been developed in the kind of researches
carried out by the Public Health Service and here brleﬂy summarized.
The malaria researches developed methods of screening the ill-con-
structed cabins commonly encountered in certain malarious reglons,
so that a great measure of protection against the mosquito carriers
of the disease was afforded .at moderate costs. The nutrition

. researches have ascertained the pellagra-preventing properties of
many common foodstuffs, so that it is possible to select a dietary
calculated to prevent pellagra. Aside from certain diseases, the
method of prevention of which was already known, malaria and
pellagra were the most serious menaces to the flood-stricken popula-

~ tions, and these researches have furnished the most practicable and
economic means for minimizing the danger.

The stream- -pollution studies have furmshed during the year
additional instances of the value of reserting to scientific inquiry
rather than to legal controversy in the settlement of sanitary ques-
tions arising from the pollution of interstate waterways, as well as
of the indispensable nature of fundamental studies which made
these inquiries possible. A

‘The areas in which ,Rocky Mountain spotted fever is prevalent
are becoming opened up more and more to tourist and commercial
invasion, thus magnifying the danger of increasing the number of

_ infections with this often fatal malady. The administration of a
vaccine devised and prepared by research workers of this service

64761—r1 1927——17
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appears to have greatly reduced the number of infections and
absolutely prevented fatal outcomes for the exposed persons who
received it. ' ‘

Diversified studies in pressing health problems encountered in
industry have continued to furnish reliable and up-to-date informa-
tion of value both to employers and employed. The studies of cer-
tain aspects of child hygiene have been continued with satisfactory
progress. The sanitary studies of milk supplies have been of note-
worthy benefit in the places where they have been carried out,
resulting not only in improving to a marked degree the safety of
milk from a health standpoint, but in actually increasing the total
supply of market milk, while the administrative difficulties of health
officials have been reduced and the producers encouraged to improve
their methods. In view of the disasters which can be caused by
improperly controlled milk, as illustrated during the year in a large
Canadian city, the importance of these studies is self-evident.

The survey of the salt-marsh mosquito menace completed its first

-full season with several reassuring developments. The problem,
which is serious enough from an economic standpoint, appears, how-
ever, not to have the stupendous scope which was assumed from a
preliminary study of the maps. The immense potential mosquito-
breeding area appears to be producing only in certain spots, and it
is believed that sufficiently cheap methods of eradication may be
-developed greatly to ameliorate conditions.

At the Hygienic Laboratory studies of great diversity have been
prosecuted, ranging from those in the underlying sciences on which
modern health practice is founded to investigations of acute practical
problems demanding early solution. Among the latter is the some-
what disturbing increased prevalence of typhus fever in this country,
which offers some unexplained differénces from the accepted concep-
tion of European typhus, although evidently due to an identical ulti-
mate agent. ' ' '

Among other studies in which satisfactory progress has been
made are those of leprosy, goiter, influenza, Malta fever, and tra-
choma. In the case of tularaemia, accumulating evidence shows this

" disease, discovered during researches conducted by the service, is
widespread throughout many parts of the country, although the
actual number of human infections has fortunately been relatively .
small.” The means of avoiding this infection having been  shown,
it is hoped that still fewer cases will be encountered in the future.

It is apparent that no matter how much knowledge may be avail-

“able regarding the means of avoiding disease and improving health

" ‘ithese ends will not be achieved unless the knowledge becomes applied.
~For this reason the Public Health Service attempts to bring this
~knowledge to the attention of health officials, physicians, and the
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general public by all available measures. Among these perhaps none
is more helpful than the publishing of the results of surveys of health
administration in States and cities. During the past year the assem-
bled surveys of the 100 largest cities of the United States were pub-
lished by the service, thus enabhng health officials to become ac-
quainted with current practice in many places and to profit in their
own jurisdjction by the advances or the mistakes which were being
made elsewhere.

Division of marine hospitals and relief

The American merchant marine, which in 1789 carried only
201,562 tons of cargo, now carries more than 17,000,000 tons annually
and employs nearly a quarter of a million seamen. The medical care
and treatment of merchant seamen was undertaken by the Federal
Government in 1798 -and has been continued, without interruption,
as a tangible contribution to the effort to keep the merchant flag
on the seas. Many merchant seamen are still living who contributed
to the Marine Hospital fund directly from their wages according to
laws existing previous to 1884, when direct levies were discontinued
and the tonnage tax on vessels was imposed. Among these sea-
men and some others there is a widespread belief that sums greatly
in excess of expenditures were thus collected by the Government
between 1798 and 1884, This fallacy has sometimes resulted in
‘criticism of the Federal Government and merits a correction. All
collections from seamen from 1799 to 1884, inclusive, aggregated
$15,794,807.63, the amounts collected from each seaman by the
customs oﬂicels being 20 cents per month from 1799 to 1870, and 40
cents per month flom that time until 1884.

Cost of construction, repalrs and maintenance of marine hospitals, fiscal years
1798-1884, inclusive

: Cost of con- : Cost of con- i
Fiscal year - struction, Coig:; meam- Fiscal year struction, Coi(t; of main-
repairs, etc. ne repairs, etc. nance
1798-1877 . .o oee-. ,304,704.80 | $13, 302 667 06 || 1882.... $54,192. 02 $413,928.14
878... 8, 140.01 367,950.32 [ 1883.... 45,138.16 434, 525. 29
5,051.17 375 164 01 |f 1884.._. 37, 460. 08 456, 767. 37
12, 050. 74 402, 185.49 -

2,042.75 400, 404. 46 Total __..__. 3,468,779.73 16,153, 592. 14

It is evident from the above statement that the sums collected
from seamen did not equal the expenditures for the period, which
aggregated for maintenance and construction purposes $19,622,371.87.

During the fiscal year ended June 30, 1927, approximately 300,000
beneficiaries applied at the 25 United States marine hospitals and 126

- other relief stations of the Public Health Service, of whom 41,951
‘were treated in hospltals, 210,252 in out-patient offices, and 62,008

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Resefve Bank of St. Louis



234 ' ~ REPORT ON THE FINANCES

were given physical examinations not related to treatment and re-
quiring a written report to the master of an American vessel or some
‘requesting agency of the Federal Government. Civilian seamen from
American merchant vessels continued to be the principal beneficiaries,
a complete list of which follows:

Seamen, American merchant marine.”

Officers and enlisted men, United States Coast Guard.

Officers and seamen, United States Coast and Geodetic Survey.

Keepers and assistant keepers, United States Lighthouse Service.

Seamen, vessels of the United States Army (Engineer Corps and Army
Transports).

Seamen, Mississippi River Commission.

Patients of the United States Employees’ Compensation Commission.

. Lepers.
- PAY PATIENTS

Patients of the United States Veterans’ Bureau.
Personnel of the Army, Navy, and Marine Corps.
Foreign seamen and nonbeneficiary seamen.

Immigrants.
PHYSICAL EXAMINATIONS ONLY

Civil service applicants and employees,

Civil service employees for retirement.
~ Civil service employees suspected of having tuberculosis or other communi-
cable disease.

Applicants for pilot’s license. ' R

Able-bodied seamen, for rating. ’

Applicants for military pensions.

Applicants for Officers’ Reserve Corps, United States Army.

Applicants for citizens’ military training camps.

Food handlers on vessels engaged in interstate trade.

Applicants for aviator’s license to the Department of Commerce.

Medical officers on duty at marine hospitals and relief stations, in
addition to their other duties, instruct and examine all ships’ officers
for American vessels in first aid; give medical advice by radio to
inquiring ships at sea ; issue permits to ships for medicinal liquor and
narcotics and bills of health to outbound vessels; make special investi-
gations of claims for compensation for injury for the Employees’
Compensation Commission and for the Committee on Claims, House

_of Representatives; vaccinate Government employees engaged in
handling mail or in interstate or foreign travel; inspect immigrants;
treat sick immigrants and detained Federal prisoners; and serve on
all Coast Guard boards for admission, promotion, and retirement.
Twenty-four medical and dental officers are detailed to the comman-
dant, United States Coast Guard, for duty aboard cruising cutters and
elsewhere, and 99 contract physicians provide emergency medical care
for small Coast Guard stations remote from marine hospitals and
other regular relief stations. Medical supplies are furnished to all ves-
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sels and shore stations of the Coast Guard and vessels of the Light-
house Service. The personnel of the Coast Guard now numbers
10,984 officers and men, an increase of 11.62 per cent for the year,
and furnish approximately 14 per cent of the hospital and out-patient
clientele.

The number of physical examinations has increased rapidly within
recent years, particularly among civil service applicants and post-
office employees, and it was not possible to comply with all requests,
although a careful physical examination by an impartial medical
officer is of great value in determining fitness for specified duties, in
preventing smkness and disability, and to safeguard against fraudu-
lent claims for compensation.. It is of much greater value than what
President Harding termed “the friendly certificate of the family
physician.” The secretary of the Civil Service Commission, in a letter
dated June 27, 1927, states. that because of recent legislation enlarg-
ing the beneﬁts to employees under the retirement and the employees’
compensation statutes an increasing number of physical examina-
tions will be required. The chairman of the Employees’ Compensa-
tion Commission, in a letter dated June 21,1927, has also requested a
much larger amount of service than that previously rendered because
of the longshoremen’s and harbor workers’ compensation act, affect-
ing approximately 400,000 longshoremen and harbor workers and
requiring examinations involving a very special degree of care,
amounting often to complete medical surveys. The Post Office
Department, in a letter dated June 22, 1927, requests additional serv-
ices involved in the physical examination of post-office employees
to determine fitness for certain duties and for first aid in the large
establishments. To comply with the above requests it will be necessary
to increase the appropriations to augment the personnel at the relief
stations concerned, and estimates to the desired end have accordingly
been made by the Surgeon General.

Division of venereal diseases

Various phases of research in connection with venereal diseases
were undertaken during the year. One of the most important of
these has been the effort to determine the prevalénce of these diseases
in the general population, which has been carried out in a number
of cities and rural districts. As a result of these studies it has been
found that on an average 1.5 per cent of the population of the cities
studied are constantly under treatment for gonorrhea or syphilis.

The venereal-disease clinic at the Hot Springs National Park has
been continued, 3,682 patients receiving 58,489 treatments during the
year. This clinic serves as a laboratory in which various practical
phases of venereal-disease control can be investigated. Attention

S
Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



- 236 REPORT ON THE FINANCES

was given to the prevention of venereal diseases among beneficiaries

of the service by the utilization of the facilities offered in certain of

the marine hospitals for study of more effective measures of preven-

tion and treatment. A publication was issued which was designed"
primarily for merchant seamen giving the facts concerning venereal

diseases and their prevention. During the year studies were under-

taken to determine the value of nonspecific methods of therapy in

syphilis, to investigate the immunity which is developed during the

course of this dlsease, and to investigate certain bacteriological pr ob--
lems in gonorrhea.

Although no money has been appropriated since 1925 for allot-
ment to States for venereal-disease control, active cooperation of the
States has been maintained, and reports are being received regularly
from nearly. 500 venereal-disease clinics in which 107,688 patients
were given 1,964,233 treatments during the year.

Dducatlonal work consisted of informing the public through bulle-
tins, pamphlets, and motion pictures of t-he importance of the vene--
real diseases, in furnishing material to more than 200 summer schools
upon which they based courses in sex education, and a study of
methods being employed in the high schools of the country in con-
nection with sex hygiene and venereal-disease control. This study
initiated such a large volume of requests for information from school
authorities that a symposium on sex education was issued and is
being distributed to them.

Dwzszon of pemonnel and accounts

At the close of the fiscal year the regular commissioned officers
of the service numbered 228, which included the Surgeon General, 3
assistant surgeons general at large, 21 senior surgeons, 135 surgeons,
21 passed assistant surgeons, and 47 assistant surgeons. Eighteen
officers were on waiting orders. Four resignations and four deaths
occurred in the regular commissioned corps during the year.

Seventy-two reserve officers were on active duty July 1, 1927, in-
cluding 1 assistant surgeon general, 1 senior dental surgeon. 6 sur-
geons, 3 dental surgeons, 9 passed assistant surgeons, 16 passed assist-
ant dental surgeons, 31 assistant surgeons, and 5 assistant dental
surgeons. ‘

" The following list shows the total personnel on duty July 1, 1927 :

Commissioned medical officers, regular corps_________________________ 228
Commissioned officers, Reserve COrpSo—— o e 72
Acting assistant surgeons..___ e 496
Attending specialists and consultants________________ . ___ _____________ 224
Contract dental surgeons__.____________ o . 34
Internes_ e 18
8cientific personnel, general___._________ 24
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Pharmacists - ___________
Administrative assistants
Druggists_ o _.__
Nurses.____ e X

Dietitians - ____________
Laboratorians. e
Scientific—Hygienic Laboratory._

This total does not include 4,418 persons appomted at nomlnal
compensation, to assist in the collection of epidemiologic data. They
are for the most part officers or emplovees of State and local health
organizations who transmit to the service reports of disease preva:,
lence gathered by those agencies.

Financial statement

A statement of appropriations and expendltures for the ﬁSC'Ll year
1927 follows:

Appropriation title Appropriated | Expended

Public Health Service proper: .
_ Salaries, office of Surgeon General ... . .. ...
Pay, etc commissioned officers and pharmacxsts
Pay of actmg assistant surgeons
Pay of other employees... ...

$101, 000. 00 $98, 082, 30
1,175,000.00 | 1,171,648,83
300, 000. 00 292, 065. 67
1,000, 000. 00 977,113, 74

Freight, transportation, ete..... 25, 000. 00 24, 696, 30
Malntenance, Hygienic Laboratory............. 43, 000. 00 42,495, 86
Preparation and transportation of remains of officers. 1, 500. 00 348, 00
C BOOKS . el 500. 00 408, 96
Pay of personnel and maintenance of hospitals. 15,517,066.31 | 5,476,377.94
Quarantine SeTvice oo oioiaoiociiiaiian 460, 000. 00 455, 840. 16

Preventing the spread of epidemic diseases

430, 000. 00 229,126. 79
Field investigations of public health...

280, 000. 00 273, 825,20

Interstate quarantine service.-.._. 69, 000. 00 64, 859. 61
Studies of rural sanitation... 75, 000. 00 70, 562, 18
Control of biologic products. 45, 000. 00 44, 468, 99
Expenses;-division-of:venereal diseases. .. .....__....._. 75, 000. 00 74,749. 37
Survey of salt-marsh areas, South Atlantlc and Gulf States..ccueneocnn- 25, 000. 00 18,474.04

Total, Public Health Service proper- oo oo ceaiacaan 9,622,966.31 | 9,316,139.94

Allotments from U. 8, Veterans’ Bureau: ‘ )

Medical and hospital service, Veterans Bureau. ... 2262, 895. 40 262, 895. 40

Total, U. 8. Veterans’ Bureau funds. ... __________._.______ I 262, 895. 40 262,.895. 40

Grand total ..o oo e emcm e cceccmceeccceeeen 9,885,861.71 | 9,579,035.34

V Includes $267,966.31 reimbursement for care and treatment of U. S. Veterans’ Bureau patients and
miscellaneous.
? Includes $13,695.40 obligations not yet reimbursed.

r
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SECRET SERVICE DIVISION

On charges involving counterfeiting and forgery, as well as mis-
cellaneous offenses against Federal statutes relating to the Treasury
Department and its several branches, 722 persons were arrested by
agents of the service or by their direction during the fiscal year
ended June 30, 1927. Of the total number apprehended, 331 were
note counterfeiters, passers of counterfeit notes, or engaged in rais-
ing and passing altered currency; 62 coin counterfeiters; and 249
check and bond forgers and passers.

Twenty-nine new counterfeit note issues made their appearance
during the year, several productions being expertly made and
widely circulated, although for the most part the specimens were
crudely executed and quickly detected. The greater volume of
counterfeit notes made and circulated during the year centered in
and-around New York City. An aggregate of $239,326.90 in counter- -
feit notes, including fractional currency, was captured or seized dur-
ing the year by agents of this service, and counterfeit coins, aggre-
gating $16,729.71, were also confiscated in connection with raids and
arrests. Agents also seized or captured 309 plates for printing
counterfeit obligations and securities, 43 molds for counterfeiting
coins, 1 die, together with a large amount of miscellaneous materials
and apparatus, including printing presses, plating outfits, ladles,
melting pots, inks, cameras, files, crucibles, etc. A large number of
stolen Treasury checks, either in blank or fraudulently prepared for
negotiation, were recovered during the year.

Of the persons arrested for the offenses of which this service takes
cognizance, 355 were convicted-and sentenced, 226 are awaiting court |
action, and 87 were acquitted. The others were variously disposed °
of, some being committed to insane asylums, others turned over to
mlhtary or police authorities, and four died while awaiting trial.

. Agents during the year investigated 1,166 forged-check cases and
116 bond cases, as well as a number of miscellanedus matters affect-
ing the several branches of the Treasury Department involving
frauds and irregularities.

Cases 1nvolv1ng altered adjusted service certificates, representing
violations of section 704 of the World War adjusted compensation act,
with the investigation of which this service is charged, are being :
received in this office in steadily increasing volume. In order to
carry on more expediently and efficiently the work_of the service,
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with its added duties imposed by law in enforcing the World War
adjusted compensation act, Federal farmloan act,and investigation of
counterfeiting and forgery of transportation requests, it will be neces-
ary to increase the personnel of the field force. New districts and
divisions of established districts have been planned with a view to
securing a wider distribution of agents, thereby enabling the division
to handle more thoroughly and effectively the increasing volume of
work.

Representing the Treasury Department, the chief of the Secret
Service Division attended meetings of a mixed committee of experts
in Geneva June 23-28 to consider the subject of suppressing counter-
feiting. As a result of the committee’s. deliberations, recommenda-
tions for the establishment of central bureaus, uniform laws, and
procedure were agreed upon to form the basis of a draft convention
to be submitted to the interested Governments for ratification and
approval. More or less extensive circulation in Europe of counter-
feit United States currency, including altered notes, influenced the
Treasury Department in sending a representative to this conference,
and it is believed that the establishment of these central bureaus,
charged with the specific duty of suppressing counterfeiting and pro-
viding for the direct interchange of information and records between -
these bureaus, will be a distinct advantage to the participating Gov-
ernments having agencies engaged in stamping out counterfeiting.
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OFFICE OF THE SUPERVISING ARCHITECT
Operations under public buildings construction program

-The Sixty-ninth Congress during the second session inaugurated a
new policy in respect to public-building construction, placing upon -
~the Secretary of the Treasury and the Postmaster General the duty
of ascertaining construction needs throughout the country and sub-
mitting to Congress recommendations for appropriations.

The act, approved May 25, 1926, authorized a total of approxi-
mately $165,000,000 to be expended at the rate of not exceeding
$25,000,000 per annum, of which $10,000,000 may be expended in-the
District of Columbia. ’ ‘

In order to ascertain building needs throughout the country, sur-
veys have been made of 1,950 places, partly by means of question-
naires and in the most important cases by personal inspection; based
upon which recommendations have been submitted to Congress.

The act of July 3, 1926, made appropriation for carrying out a
portion of this program involving (under sec. 3) 69 projects previ-
ously authorized but for which the limit of cost was insufficient, and
(under sec. 5) 8 additional projects, making a total of 77 projects
exclusive of the District of Columbia. To carry out this work it
was necessary to make a large increase in the technical force and a
lesser increase in the clerical force, which was accomplished with
the assistance of the Civil Service within six months. Of the 77
places enumerated in the act, 69 were included in section 3, of which
23 involve the acquisition of sites. As the titles to only 4 have
been secured, 19 projects are necessarily deferred. Of the remain-
ing 50, there are 6 where the limit of cost is still insufficient, so that
there are only 44 workable projects; the working drawings for
most of these have been completed, and on June 30, 1927, 24 were
under contract, involving $4,006,465. It is expected that the remain-
ing 20 will be placed under contract during the fiscal year 1928,
besides the 19 involving acquisition of sites, provided titles to the
sites are secured in time through the Department of Justice.

Under section 5 eight items are authorized, exclusive of the Dis-
trict of Columbia; three are for the purchase of sites only, which
have been acquired; four projects have been placed under contract
involving $899;636; and the eighth project (Memphis, Tenn.) has
been delayed with the intention of securing amended legislation.
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Statement of post offices, customhouses, courthouses, marine hospitals, quaran-
tine stations, sanatoriums, end miscellancous work for the yeur endiny June
30, 1927

Number of buildings completed (occupied or ready for occtpancy)

at the end of the fiscal year 1926, exclusive of marine hospitals

and quarantine stations_________ . ____ 1,313
New buildings completed during the fiscal year ending June 30,

1927, exclusive of marine hospitals and quarantine stations___._ 8
— 1,321
Buildings placed under contract during the fisecal year ending
June 30, 1927, exclusive of hospitals_______________. o 24

Total buildings completed and in course of erection June 30, 1927, - :
exclusive of marine hospitals and quarantine stations__._____._ 1,345
Buildings authorized under acts of May 25 and July 3, 1926, and :
 all previous acts not under contract June 30, 1927, exclusive of
marine hospitals, quarantine stations, and extensions_————_____ 47

Total buildings, miscellaneous projects, ete., completed, in
course of erection, or authorized, not including extensions_ 1, 392

Marine hospitals and quarantine stations:

- Number of marine hospitals and quarantine stations (both in-
clude a number of buildings each) ; new quarantine station,
Mobile, Ala. (Sand Point), completed during fiscal year
1927 (old quarantine station abandoned) - ___________ h7

. Public building acts approved May 25 and July 3, 1926, and

previous acts provided fO} additional hospitals, two of them
on new sites to take the place of old ones at present in serv- <
ice and two additional buildings on present sites.

Projects completed—During the fiscal year 1927 eight F ederfll
buildings were completed at Cheboyaan Mich., Commche Tex.,
Fairmont, Minn., Prescott, Ark., Sandusky, Ohio, Tul]ahoma Tenn.,
Walden, N, Y., and Vlneland N. J.; also an additional storv at
Sandusky, Oh1o and betterments at Prescott, Ariz.

Eighteen major miscellaneous. projects were completed, with a
total expenditure of $267,522.68, and one quarantine station at
Mobile (Sand Point), Ala. '

Projects in course of construction.—On June 30, 1927, 24 Federal
buildings were in course of construction at Athens, Tenn., Bayonne,
N. J., Branford, Conn., Buffalo, Wyo., Central City, Nebr., Cham-
berlain, S. Dak., Cody, Wyo., East Las Vegas, N. Mex., Lancaster,
S. C., Leominster, Mass., Lewistown, Pa., Madison, Wis., Marianna,
Fla., McKees Rocks, Pa., Montclair, N. J., Montevideg, Minn., Mount
Carmel, Ill., Newburyport, Mass., Red Bluff, Calif., Sandpoint,
Idaho, Shelbyville, Ky., Syracuse, N. Y., Winchester, Mass., and
Yonkers, N. Y., at a cost of approximately $4,006,465. Also first
extension at Missoula, Mont.: additional story at Paris, Tex.; ad-
ditional story at Birmingham, Ala.; and medical officers’ quarters,
attendants’ quarters, and rehabilitation of the hospital building and
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extension to the power house, marine hospital, Chicago, Ill., totaling
approximately $912,326, making a grand total of $4,918,791.

The office is called upon to make examinations of the structural
safety of the various buildings in Washington, D. C., under the con-
trol of the Treasury Department, as well as other departments, and
also give expert technical advice to various departments, which
includes the preparation of drawings and specifications.

Under authority of the acts of June 7, 1924, and of July 2,
1926, the construction of 15 buildings, including water supply, sew-
age-disposal plant, and other utilities, aggregating. in cost nearly
$1,000,000, were completed at the Federal Industrial Institution for
Women, Alderson, W. Va. The institution is now in operation with
a limited number of inmates. Plans were completed and contracts
awarded for 17 additional buildings, in amount $662,242.15. This
fulfills the requirements of the acts to prov1de an institution for 500
inmates.

Under authority of the act of March 4, 1924, the construction of
a hospital for disabled volunteer soldiers at Sawtelle (Santa Monica),
Calif., was completed at a cost of nearly $1,200,000, giving a bed
capacity of 525.

Buildings authorized in public building acts approved May 25, 1926, and July 3,
N 1926, angd all previous acts

NOT UNDER CONTRACT JUNE 30, 1927

Alaska: Juneau (post office, ete.). Maine:

Arizona : Globe. Caribou.

California: San Pedro. Fort Fairfield.

Colorado : Durango. Massachusetts:

(onnecticut: Putnam. - Malden. °

District of Columbia: Southbridge.
Archives Building. Waltham.

Department of Commerce.
Internal Revenue Building.
Agricultural Department—
"’ Extensible building.
Central part Administration
Building.
Government Printing Office.
Liberty Loan Building.
Georgia: West Pomt
Idaho: Coeur d’Alene
Illinois :
Batavia.
Metropolis.
Paxton.
Iowa: Des Moines, couxthouse, etc
Kentucky : Winchester.

Michigan: Wyandotte.
Missouri: St. Louis, Federal building.
Montana : Missoula, second extension.
Nevada: ’
Fallon.
Goldfield.
New Jersey:
East Orange.
Millville.
Newark.
New York:
Fort Plain.
Long Island City.
Utica.
North Carolina: Wilson.
North Dakota: Jamestown.
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Ohio: : ' ‘Pennsylvania—Continued.
Akron. Tamaqua.
Fremont. ’ . Tarentum.
Wilmington. : Waynesburg. .
Pennsylvania : ’ Tennessee: Memphis, sub post office.
Donora. ’ Washington : Seattle. .
Olyphant. - West Virginia : Williamson.
Sayre. - . Wisconsin: Tomah.

EXTENSIONS AND ENLARGEMENTS COMPLETED DURING THE FISCAL YEAR 1927
‘Sandusky, Ohio: Additional story. | Prescott, Ariz.: Betterments.
IN COURSE OF CONSTRUCTION JUNE 30, 1927

Missoula, Mont.: First extension. Birmingham, Ala.: Additional story.
Paris, Tex.: Additional story.

MARINE HOSPITALS, EXTENSIONS, ETO.

Chicago, Ill.: - » Savannah, Ga.: Medical officer’s quar-

Construction medical officer's and ters.
attendants’ quarters. ' Detroit, Mich,: New hospital.

Rehabilitation of hospital build- [ Cleveland, Ohio: New hospital.
ings and extemsion to power
house (under contract June 30,
1927).

District of Columbia building program

At the present time the preliminary drawings for the Department
of Commerce Building are approaching completion, and their ap-
proval in the near future will be followed by the development of the
actual working drawings and preparation of the specifications. As
the site for this building is now owned by the Government, it may
be possible to enter into a contract for general excavation for the
new building before January 1 and to proceed with the main con-
tracts for the construction work before the end of the fiscal year. In
the meantime a contract is to be awarded for the demohtlon of exist-
ing buildings on the site. :

Preliminary drawings for the Internal Revenue Building, revised
to conform to the new grouping for buildings in the triangle area, are
about completed. The site for the Internal Revenue Building, lying
between B and C and Tenth and Twelfth Streets, includes square
850, which the Government is seeking to acquire by condemnation,
and an award is promised in the very near future. Pending the
entire removal of the farmers’ market, with the cooperation of the
District Commissioners, arrangements are being made to vacate the
western half of that space, and this will enable the Treasury De-
partment to proceed with the construction of at least one-half of the
Internal Revenue Building as soon as the necessary drawings and
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specifications are completed. Indications are that the first contract
for excavation should be in force about the end of the present calen-
dar year and that contracts for the remainder and for the construc-
tion of the building proper will follow in proper sequence.

‘Under the authorization for additional buildings for the De-
partment of Agriculture, drawings are in preparation for a central
wing to connect the two existing wings of the main Agriculture
Department Building, and it is hoped to have the drawings ready for
the solicitation of proposals in March next. Drawings are nearly
completed for-a large office and laboratory building to be constructed
on square 264. This building is so designed as to permit future
expansion-to squares 296 and 263. Condemnation proceedings are
necessary to acquire square 264, and this matter is now in the hands
of the Department of Justice. ‘

In connection with the proposed archives building a very careful
study is being made as to the requirements of the building as affected
by the amount and character of the files in the various executive
departments and independent establishments. The detail involved
in this procedure is considerable and must be completed before any
steps can be taken other than the making of preliminary studies
which have been prepared for this building.

Remodeling and enlarging public buildings

There was an appropriation of $600,000 for the fiscal year 1927 for
remodeling and enlarging public buildings. The limit of expendi-
ture for any one building under this appropriation was $20,000.
Under this authority 107 buildings received attention. In 51 of these
the contracts ranged from $1,190 to $19,867, totaling $598,453.95.

Amount of | gained'

. mount o galned in
Location Work contract square

feet

Aberdeen, 8. Dak., post office. | Extension__ $17, 507. 00 2,100
Adrian, Mich., post office- - . Changes. - 2,750, 00 50
Amarillo, Tex., post office and Extension.. 19, 867. 00 1,880
Americus, Ga., post officc._. . an--doo . - - 10, 584. 00 616
Annapolis, Md post office. oo caofemane do.__._ - 19, 327. 00 . 1,360
Ann Arbor, Mlch post office . . do.__ . 18,895.00 | 1,100

Bristol, Conn post office. o oiiolfeoo do__... - 17,487.00 1,240

Brownwxlle, Tex ., courthouse, customhouse, and 1, 240. 00 200
post offiee. - . .

Chieago, 111., post:office, and courthouse. . ........... 1, 240. 00 : 200
Des Momes, Jowa; post office and courthouse. 4 500. 00 750
Durbham, N. C., post office. ... ... lb, 088. 80 1, 600
Eau Claire, WIS., post office 12, 434. 10 730
Erie, Pa., post office._..__ 7,942.80 &

Eugene, Oreg., post office. 13, 042. 00 1,650
Evanston, IlI., post office. 6,111. 00 5

Evansville, Ind., post office and custormhouse . 4,092. 00 600
Grand Haven, Mich., post office and customhouse._. . 15,778. 00 960
Greenville, S. C., post office and courthouse.._..__._. 1, 250. 00 200
Hamilton, Chio, post office 2, 169. 00 300
Flazelton, Pa., post office. - ... 16, 588. 00 1,215
Janesville, Wis., post office 3,268.00 5
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A t of Spa%e

: mount of | gained in
Location Work contract | square

feet

Kewanee, I1l., post offlice. .._cooooocoamaooaoaaiaio. - Extension..... S §16, 626. 00 1,800
Logansport, nd post office.oooonnooo. [ P [« L T, 17,466.00 1,650
Louisville, ny post office and courthouse. 1,190. 00 200
McKeesport, Pha. ., post office. ... - do. 3,283. 00 445
Marshalltown, Iowa, post office- 19,729. 00 1,900
Middletown, N. Y., post office. . 19, 484. 50 1,300

Milwaukee, Wls post office..--. Changes ................ 4,250.00 700

Mishawaka, Ind., post office... 16, 525. 00 2,794
Nashua, N. 'H. . post office. - o e eeaeeen 12,431.78 1,260
N%W )Bedford Mass., post office and customhouse Extensxve alterations_... 9 665. 25 1, 600
old h
New Orleans, La.:
............................................. Remodeling. . ....._....- 11,771.37 2,000
(‘ustomhouse .......... -| Extension._............. 19,734.05 11,700
Newport, Ky., post office. . o oooo oo oiacaofecans L [ T 19, 273.00 2,200
Newport News, Va., customh 19,646.75 1,880
New York, N, Y., rarine hospi 1,680. 00 450
Northampton Mass ., Dost office_ [ s { J P 8,647. 00 285
Olean, N. Y., post office..... Extension. . -..-..... 18,158. 00 1,900
Orlando Fla, POSt Office - oo e Cs [ T 19, 544. 58 2,000
Oswego, 'N. Y. ., post office. Changes. «ceecccacoane-. 1,547.50 200
Petersburg, Va., post office. - .| Extension. . eo..coooo.. 17,604. 60 1, 500
Philadelphia, Pa., post office._._____________ 12, 618. 00 516
Platisburg, N. Y., post office and customhousc 14,997. 00 1,580
Portland, Me marine hospital....._______ 18, 300. 00 3,000
Pothvnlle, a., post office__..oemooooo 1,800. 00 3
Providence, R. 1., post office and courthouse. 6,001. 00 900
Quincy, Mass., post office__.___________ 1,320. 00 200
Rome, N. Y., post office...._. ... 15,247.10 1,675
Saginaw, Mlch post office_...__. 4,877.40 1,870
Santa Barbara, Calif. ., post office... 2,553.00 1,900

Spokane, Wash., post office........ - 1,429.00 568

Stevens Point, Wis. ., post office._ 17,262.40 1,680
St. Augustine, Fla., post office...cooo...- 3,088. 65 600
St. Joseph, Mo ” post office and courthouse 1,450. 30 231
‘Washington, D, C., customhouse_.._____ 3,018. 00 500
Zanesville, 6’310 post office..cccccaaaa.- 19, 583. 72 1,926
Freeport, I]l post office (contract revoke g , 500.00 | oo..
B 7 Y PPN PPN e emmmeemeeen 598, 453. 95 73,761
Miscellaneous and minor items. ..onvneeeecovnn. V.....-........-._4......_...,...._..._; ........ $1,546. 05
MaJOT IEBINS. . oo e e e e e et e e ceacacacmmemeecaceaceeceeesescecmemasm—ee—emenenne 598,453. 95
Total amount obligated ... e e e ccee e ——————m—— 600, 000. 00
) Square feet
Total space gained under above contracts (51 buildings) . - coumeeome oo caicicveiacccccaene 73,761
Total space gained under minor contracts (56 buildings) . ... oo oo aoeiiicimieaeaaeans ,
T0tal SPACE BAINOA - e e e ee e e ceaemcemcaeneemcaceemmaemmaccac e e eemaacmenn 74,761

Rate per square foot of space gained for 107 buildings is slightly over $8.
: War claims

Under the acts of August 25, 1919, March 6, 1920, and January 22,
1926, which permitted the filing of claims for relief to contractors,
subcontractors, and others for reimbursement for losses alleged to
have been due to war conditions, 193 claims mcludlncr all special
claims were paid up to July 1, 1926, and the balance pald on a special
claim up to July 1, 1927, makmg a total payment of $2,640,244.52.
Total amount appropriated by Congress, $2,650,000; balance,
$9,755.48.

There are still pending 57 claims awaiting audit, and 2 claims
awaiting court decision. The status of war claims at the close of
business June 30, 1927, is shown in the following table:
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340 claims filed, original amount _ $3, 202, 113. 29
Special filed March, 1926 : 90, 718. 50
3,292, 831.79

183 claims paid up to July 1, 1827 2, 625, 029, 55
Balance paid on special, Dec. 11, 1926, Mahoney Construction Co- 15, 214. 97
' 2, 640, 244. 52

Total amount of appropriation 2, 650, 000. 00
Balance —— ‘ 9, 755, 48

91 claims disallowed July 1, 1927 ' © 501,813. %4
Amount disallowed July 1, 1927, Mahoney Construction Co..____ 28, 034, 94
529, 848. 88

Total amount claims paid 2, 640, 244. 52
Total amount claims paid, disallowed, or withdrawn.__.__.. 3, 170, 093. 40

57 claims awaiting audit (this amount may be more or less.in .
final settlement) 109, 359. 53
2 claims audited but awaiting court decision 22,921.51

Ezpenditures, liabilities, and unencumbered balances

The expenditures from July 1, 1926, to June 30, 1927, contract
liabilities charged against appropriations, and unencumbered balances
were as follows:

Contract lia- | Unencum-
bilities charged bered
against appro-| _balances,
priations June 30, 1927

Ezxpenditures

Statutory foMl.. .o L e $333,006.86 |uen.. ... $37, 813, 14
8ites and additional land 6, 406, 326. 82 $296, 706. 76 | 1, 728, 200. 60
Construction of new buildings 885,041.07 | 4,662,170.17 | 11,834, 421, 99

Extensions to buildings ........ 462, 494, 49 626, 080.47 | 1,008, 464. 06
Miscellaneous special items 59, 418, 35 25, 401. 50 67, 488, 46
Ront of buildings. o oo oo ecececccmcmefce e e cmaamen e cemcmcnena e 30, 000. 00
Voterans’ hospitalS .. couccmecmraoioaeceimcrecainencce ommemaneciccaanc|cmecc e

Remodeling and enlarging public buildings... .. _...._... 871, 855, 45 59,452, 17 1, 445. 26
Rellef of contractors, etc., for public buildings under Treas-

.............. 15,214, 97 |acmercecaae s 9, 755, 48
Hospltal construction, Public Health Service.....-..-...-- 6, 681. 48 16, 932. 25 16, 196. 08
Hospital facilities, etc., for war patients_...__. - 45, 862, 54 1,371.78 23, 208.76
Lands and other property of the United States.. - 1,677.88 127.17 794. 95
Repairs and preservation.. ..o oooooio.. - 938, 540. 77 151, 855, 83 19, 768. 83
Mechanical equipment - - 559, 382. 18 93 744. 06 19, 777, 53
Vaults and Safes -ecuem oo oe i cemcaccccccccceen 78, 028. 34 49, 078, 44 110, 450. 95
Operating supplies. 2, 809, 287. 96 311, 721. 59 1622, 987, 04
QGeneral eXpenses oo occacccmccreaanan 797, 301. 03 56, 958, 00 3 455,778, 44
Furniture and repairs.cecocccaecee- 669, 330. 46 136, 700. 54 493, 507, 97
Operating force ... 6, 441, 751. 04 547, 653. 69 22,143.87
Additional lock-box equipment 11,091, 08 |ococmoe e 531. 93
Rent of temporary quarters . 11,611. 43 8, 342. 57 155, 046. 00
Outside professional services... 1,442, 09 48, 000, 00 100, 557. 91

1Y SRS 21,407,146, 29| 7, 092, 405, 99 | 16, 348, 420. 66

1 Includes $5,000 reserve 1927.

$ Includes $20 000 reserve 1926; $5,000 reserve 1927, .
8 Includes $5,000 reserve 1926; $21,849.80 reserve 1927,

¢ Includes $5,000 reserve 1926: $5,000 reserve 1927. '
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Classification of public buildings under control of the Treasury Department, by
titles, showing expenditures in each class, prepared pursuant to act approved
June 6, 1900 (31 Stat. 592)

Construction

Extensions,

alterations, Annual

and special repairs
items

Total expendi-
tu:es,lJ u7ne 30,

Post_office, courthouse, customhouse
buildings, etc.. ..

Total...

Courthouse buildings. - ccocococmaoaeo.
Customhouse buildings. .co.ceecoooo..
Marine hospital buildings...........___
Post office buildings
Quarantine station bulldmgs ...........
Veterans’ hospital buildings............
Miscellaneous buildings.........o..._.

$103, 054, 324. 27

31,497, 089. 45

$16, 259 317.08
223,99

3, 373, 580. 37
3, 031, 610. 71
3,941, 086. 24
2, 282, 569. 47

369, 076. 52
3,990, 571. 76

$16, 714, 273. 02

2, 249, 250, 41
2,048, 072, 48
8,760, 351. 03
1,339, 132. 22

104, 010. 20
5,281, 995, 52

$136, 027, 914. 37
665, 9

28, 735, 072. 38

40, 769, 656.73

249,917, 847. 44

33, 290, 036. 14

37,669, 662. 77

320, 877, 546, 35

Outstanding liabilities

chargeable against appro- | Unencums-
. pristions bered balances
Cost of sites ol appropris-
tions
> Sites Buildings .
Post office, courthouse, customhouse build- .

ANgS, OUCe e oot accaccacccccuan $20, 183, 571.07 | e $1, 284, 824.10 $931, 841,78
Courthouse bunldlngs .............. 173, 334. 69 $65,000.00 |ocoeeemaacanan 125, 183. 59
Custombouse buildings. . 3,783,822.33 |.oconaaeas 5, 040, 00 33, 826. 00
Marine hospital _bulldmgs._ 665, 243. 78 46, 955. 76 309, 395.36 869 777.40
Post office buildings.._._... 28, 976, 096. 85 112, 500. 00 3, 805, 529. 62 4, 399 603. 98
Quarantine station buildings....c..o..oo.. 248 091. 60 72, 251. 00 44, 655, 27 91, 472,99
Veterans’ hospital buildings,

Miscellaneous buildings.....coeeeemeaeonn. 9,040,812, 44 | ... 160, 923. 55 8,306, 868.77
01 Y SN 63,070,472, 76 296, 708. 76 5,610,367.90 | 14,758,574, 51

64761—¥1 1927—18
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DIVISION OF SUPPLY

The Division of Supply (which was known as the Bureau of Supply
prior to July 1, 1927), was recognized by Congress as a division of the
office of the Secretary of the Treasury in the act of January 26, 1927
(44 Stat. 1029), which provided an appropriation for its personnel. -
In anticipation of this action on the part of Congress, the former
division of printing was transferred to and consolidated with the
Division of Supply during the fiscal year 1927, and consequently ap-
propriations for the division of printing as a separate office of the
department ceased with that fiscal year.

The Division of Supply is the central procuring or purchasing
agency of the Treasury Department, and as such it does the purchas-
ing for all local and field activities, with the exception of those from
appropriations for the Bureau of Engraving and Printing (which
are exempted by law), the Coast Guard, and to some extent the
Bureau of the Mint. It is charged also with certain duties closely
related to purchasing, such as accounting for funds appropriated or
allotted to it ; supervision over printing and binding for the Treasury
Department and engraving work by the Bureau of Engraving and
Printing for all departments and establishments, unless money, bonds,
or stamps are involved ; control over newspaper and periodical adver-
tising for the department; routing of all freight, express, and parcel-
post shipments; and warehousing and distribution of stationery and
miscellaneous supplies, including blank books and forms, to Wash-
ington and field offices of the Treasury Department. The appropria-
tions to the department for purchases of stationery, for printing and
binding, and for postage are under its administrative control, and it
exercises immediate supervision over the work of the General Supply
Committee. :

Expenditures from various appropriations

The following table gives the total cost of purchases made by the
Division of Supply during each of the past five fiscal years from speci-
fied appropriations from which allotments were made to the division
to cover expenditures made by it, and also purchases chargeable to °
appropriations from which no allotments were made:

248
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EBapenditures by Division of Supply, fiscal years 1923-1927, by appropriations

Bureaus and offices, and titles of

appropriations 1923 1924 1925 1926 1927
Chief elerk and superintendent:
Contingent expenses, Treasury De-
partment—
Carpets and repairs....._..._..._..__ $351. 86 $496. 17] $494. 02| $498. 93! $496. 57
File holders and cases.... 4,968. 15 4, 943. 55 3, 979. 50 3,996. 87 4,974, 21
Freight, telegrams, etc.._ 10, 008.08] 10, 230. 05, 9, 886. 50 9, 856. 30, 9,904. 21
Fuel, ete oo 20,973.70| 24,924.57) 19,663.58] 18,396.30 18,002 16
Furniture, ete_.._..___._._. 4, 873. 60 4,901, 43 4,422. 57 4, 480. 25 7, 462. 68
Furniture, 1924-25. o |iciccefeeaccea- 1,991 84 .
Qas, cte.... - 24,873.34]  23,167.95 . 20,859.45 18,144.52] 18,392.51
Motor vehi - 4, 733. 00 4,730.17 7, 496. 24 6, 976. 42 9, 351. 86
Meiscellaneous item: 15, 819. 58 14, 345. 77 13, 220. 33 12, 769. 81 11, 439. 41
Newspaper clippings and book: 489. 60 493. 83| .483. 53 - 085. 16 997. 28
1) 1] RPN 16,850.00; 14,650.00] 14,649.92, 14,650.00] 12, 500.00
Labor-saving machines, T'reasury De-
- opartment_ . .. oo 4, 587. 43 5,694.85 19,909.58] 13,799.36] 13,924.13
Operating expenses—-
Treasury Department Annex.._._. 13,469.54)  13,949.21| 12,935.351 11,988.56{ 11,877.40
Avnex Building, Fourteenth and
B Streets NW_. ... 36,156.77|  33,053.861 .. o |occaoo... SR PN -
Darby Building. ...._..__. 3, 783.97 3,981. 04 3,820. 51 3, 560. 03 3,824. 36
Library, Treasury Department. .. |oooo oo ..l 1,999.75
Total. el 170,938.62 159, 562. 45] 133,812.92{ 120,102 51| 125, 146.53
Division of Supply: .
Stationery, Treasury Department ... 379,725.06] 319,045. 611 342,952.44| 368,948 86} 458, 556. 57
Printing and binding, Treasury De-
partment - ) Q)] O] (O] 2788, 641. 70
Postage, Treasury Department. ... (U] (4} ) (1) 1,000. 00
Materials for bookbinder, Treasury
Department. . ____..___._._____ 246. 84; 247. 49| 249, 84 ® ®
General Supply Committee—
Transfer of office material, sup-
plies, and equipment 118, 506. 98 111, 436. 68| 105,606. 55 41,339.73|. ... .o...
Salaries, General Supply Com:
B e m e me e mmmmam o O] NO] m 77,188, 74 eciecees
Salaries and cxpénses, General
Supply Committee. .. o.oooo o |eommm oo e meeem e 115, 683. 58
Total. o 408,478, 881 430,729. 78| 448,808.83| 487;477.30(1, 363,881.85
Division of Bookkeeping and Warrants: ! .
Contingent expenses, public moneys..... 1, 493. 50| 3,193. 67 2,442.41 1, 269. 92| 2,643. 23
Bureau of Customs: Collecting the reve-
nue from CuStOmS. .« oo oo oo meecceeeeemcaaaann 446,117.78 179,643.84| 233,483.02] 271,195.76
Public Health Service:
Pay of personnel and maintenance of
hospitals. . oeaeo oo 1,631, 791. 15|1, 568, 170. 651, 736, 589. 681, 632, 874. 691, 570, 880. 71
Quarantine service..__.... 348, 603. 98| 303, 170. 57] 311,462. 22| 296, 458. 24| * 311,-630. 66
Interstate quarantine service. ... 610. 69 363. 47 204. 92 474,99 5, 247.36
Interstate quarantine service, 1925-26_ {_..__._____.j._. NN 1, 989. 66 7,115.34 . ...
*Maintenance of hygienic laboratory....| 27,302.51| 33,831.94| 33,815.11| 33,950.64] 33, 589. 88
Field investigations_........_........__ 14,861. 52| 12,369.70| 17,624.55 15,600.72| 20, 901.09
Preventing the spread of epidemic dis-
[ 3o P u--o| 20,450.15| 23,470.53] 37,495.77] 21,704.93| 33,845.45
Preventing the spread of epidemic dis-
eases, 1925-25 [ R, 7,200.62] 25,165.13|_________.._
Lxpenses, division of venereal dise; . 951. 72| 4, 541. 80| 4, 423. 69 2,302. 06 4,572.22
Contro! of biologic products 19,759.90] 25,658.36; 26,452.97| 22,671.28 18,087.66
BOOKS. .« oicaaaaans - 212.61 494, 25 499, 93 493. 24 448.24
Stidies of rural sanitation. ... 388.23 130. 12f 200. 00 40.00( oo
Boston (Mass.) Quarantine Station.... 2,402.00 708.00 3, 110,00 ceeee e |acmecceaaee
Investigation ‘of Unijted ‘States Coal
Commission. ..o .ioacriaamiaaaao. LU RN FN IO
Marine hospital, Savannah, Ga__....___|......._._.. 4, 811. 76| 7,059. 74 7,641.33
Marine hospiial, Baltimore, Md. 5,3095.29| . |eeoooooo.
Marine hospital, New Orleans, La. .o fovov e coc]ommcccmececdomaecmaanaas 885. 26
Survey of salt marsh areas, South At-
Jantic and Gul States. .. o ociioiiencnaeanns (RO R SOOI
Tota) oo e 2,069, 435. 02]1, 983, 116. 4412, 188, 128, 86{2, 067, 386. 85/2, 000, 813. 56

i Appropriation accounting not done by Divisioﬁ of Supply.
¢ Includes $43,573.85 received from sales of customs forms and reimbursed to the appropriation, and

$30,495.85 paid (rom appropriations other than printing and binding.

3 Included in appropriation for printing and binding.
+ The purchase and accounting for supplies for the Bureau of Customs assumed Apr. 1, 1924,
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Expénditures by Division of Supply, fiscal years 19238-1927, by appropriations—

Continued
Bureaus and offices, and titles of .
appropriat'ions 1923 1924 1925 1926 1927
Supervising Architect: .
Repairs and preservation of public
buildings___... e cmac—ean, ---1 $61,842.31| $107, 455.18| $102, 176. 61| $101, 089. 89| $109, 039. 01
Mechanical equipment for public g
buildings. .. oai i 50,046.00; 95,259.00| 87,493.86| 96,140.22( 91,730.90
Vaults and safes for public buildings_..; 37,626.28; 53,925.18| 59,071.69 70,980.62 49,196.71
General expenses of public buildings. .. 4, 510.37 7,128.17| 12,981.63 13, 567.59] 27, 625. 66
Furniture and repairs of same for public
buildings. e eaaaoool 279,846.16] 441,397.27| 556,379.79| 554,955.75| 534,303.43
Operating supplies for publicbuildings.] 334, 548, 33{1, 219, 901. 8311, 212, 801. 10|1, 161, 803. 451, 100, 269, 20
Total e ccecciocaaeccecanen 5768, 419. 45/1, 925, 066. 63‘2, 031, 804. 68 1, 998, 537. 5211, 912, 164. 80-
Bureau of Internal Revenue: Collecting
the internal revenue. . ..o ooooeooao. 396, 824. 27| 311,279, 34| 369,278. 26 194, 899,85 194, 086.16
Bureau of Prohibition: Enforcement of nar-
cotic and national prohibition acts®...._. 131,407. 53| 124,974.85] 174,135.48| 133,002.76] 212,828.37
Public Debt Service:
Expenses of loans (act Sept. 24, 1917, as
amended and extended)___.___._.... 23, 646. 50| 20, 825. 18| 3, 940. 36| 7,214.13|
Salaries and expenses incident to for-
eign loans and transporation acts.... 20. 47 3. 50 .
Public Debt Service. . ccoccaacacanaann. 39,457.82] 52,073.71| 45,699.65 33, 521,26
Total. el .| 63,124.79] 72,802.39] 49,640.01| 40, 735.39)
Treasurer.of the United States:
Repairs to canceling and cutting ma-
Chines. o oo o aiaaiaan - 164. 48 141.77 (78011 DN S,
Labor-saving and filing devices........ R v 8 SR AR IR HIURI
Total ——- 3,942, 44 141.77 [17788) PRI RN
Total appropriations and allot- { ~
2113 1A TN 4, 104, 064. 50(5, 057, 085. 10}5, 677, 763. 24|5, 276, 985. 12/6, 122, 899. 48
Purchasesfrom appropriations from which
no allotments were made 7. ..._..__ 165,942.19| 88,953.96] 68,980.00] 132,147.66] 41, 269.26
Grand total. . ... . _..._....__. 4, 270, 006. 69[5, 146, 039. 06)5, 646, 743. 24|5, 409, 132. 786, 164, 168. 74

8 Purchasing for Supervising Architect transferred to Division of Supply on Oct. 17, 1922,

¢ Under supervision of Commissioner of Internal Revenue prior to fiscal year 1927.

! Appropriation accounting for these purchases was done by bureaus and offices for Which the purchases
were made.

The expenditures detailed in the foregoing table involved the ex-
amination and audit for settlement through the disbursing clerk of
the Treasury Department of 87,982 vouchers in 1927 and 84,465 in
1926, an increase of 3,517.

The possible cash discounts for prompt payments of bills aggre-
gated $12,377.65 and $11,153.86 in 1927 and 1926, respectively, of
which only $284.71 in 1927 and $296.99 in 1926 were lost, due gen-
erally to failure of vouchers requiring certifications of field officers
to reach the division for settlement within the limited periods for
discounts.

During the fiscal year 1927 the purchasing work of the division
required the preparation and issue of 38,886 formal purchase orders,
an increase of 3,929 over the number for 1926, which was 34,957.

Open-market purchases by the division required the preparation
and circulation among'approximately 95,000 prospective bidders of
7,025 sets of specifications and invitations for proposals in 1927,
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“compared with 5,993 sets in 1926, an increase of 1,032, or more than
17 per cent.

In February, 1923, the department adopted the policy of care-
fully routing every freight and express shipment made by its several
bureaus and offices, with the view of getting the benefit of the most
economical transportation. This work has been done vigilantly
during the past year, with considerable savings to the department’s
appropriations. '

Purchases and issues of stationery supplies

The appropriation to the department for stationery for the fiscal
year 1927 was $480,000, of which $443,446.53 was expended, leaving
a balance of $36,553.47 to revert to the Treasury. In addition,
$15,110.04 was expended for stationery from other available appro-
priations, making a total of $458556.57 expended in 1927, com-
pared with $436,405.17 in the preceding fiscal year, or an increase
of $22,151.40.

The following statement summarizes the appropriations, reim-
bursements, and expenditures for articles of stationery for the past

five years:
Appropmatwns, reimbursements, and eavpendttw es for stationer Y, ﬁscal years
19238-1927
1923 1924 1925 1926 1927
Appropriation . --[$388, 450. 00 [$349, 815.00 [$350, 000. 00 ($437, 760. 00 | $480, 000. 00
Reimbursements. .. ...ceoccevaceeancens 125,208, 50 | 122,710.08 | 83,332.85 | 67,440.52 | 15,110.04
Avallable creditS. - eoeeoeeoacauaanann 513,748, 50 | 472, 534. 08 | 433,332, 85 | 505,200.52 | 495, 110. 04
Transferred to Department of Cominerce..|  2,400.00 [--..... -
: 511,348, 50 | 472, 534. 08 | 433,332.85 | 505,200.52 | 495,110,04
Total exPenditures. . ...oeeeemeuvacanenrnmn 505,023, 56 | 441, 764. 69 | 426,285, 20 | 436,405.17 | 458, 566, 57
BalaNCe . ccevnn e aneecncaananenn 6,324.04 | 30,769.39 | 7,047 56‘ 68,795.35 | 36, 553,47

The issues of stationery items, as distinguished from expenditures

.. therefor, during the fiscal year 1927 totaled $463,666.67, which were

$10,442.43 in excess of the issues for the preceding fiscal year, when

they totaled $453,224.24, Of the total issues, $448,556.63 in 1927 and

$385,783.72 in 1926 were chargeable to the departmental appropria-

tion for stationery, while $15,110.04 in 1927 and $67,440.52 in 1926
were reimbursed from various other available appropriations.

The value of stationery articles issued in 1927 was $5,110.10 in
excess of expenditures therefor, but both a cancellation of this de-
ficiency and a further addition to the inventory value of stock on
hand resulted from surrenders of surplus stock from. some of the
bureaus of the department.

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



252 REPORT ON THE FINANCES

The following table shows the value of stationery supplies issued
to each bureau, office, and service of the department during each .of
" the last five fiscal years:

Issues of stationery supplies to bureaus, offices, and services of the Tfeaszt-ry*
Department, fiscal years 1923-1927

Bu.rgau, office, or service 1923 1924 1925 1926 1927

Secretary, Undersecretary, and Assistants. $937.27 | $1,805.31 | $1,575.06 | 81,630 22 $1, 617. 03

Appointment division.— ... ... 347,16 827, 08 941,49 474. 80. 675, 52
Board of Tax Appeals g 5 3,452, 37
Division of Bookkeeping and Warrants_... 864. 74 694. 88 476, 21 481. 67 514.77
Bureau of Engraving and Printing__..._._. 6,829, 47 5, 595. 07 6,192, 02 7,863. 68 8,227. 46
Bureau of the Budget._..._._..__. - 1,211.01 1, 352. 60 679. 55 667. 36 543. 20
Division of Supply.......o..__._ 8, 660. 67 1,415, 52 2,783. 81 2,014, 29 2, 358, 03

General Supply Committee .l 1,793,90 4,756. 39 4, 235. 52 936. 56 707.75
Chief clerk and superintendent ____.._.____ 1,114. 06 1, 201. 68 1,057. 99 1, 364. 34. 1, 629. 29
Commissioner of Accounts and Deposits..._ 107.16 98, 68 99, 93 117.29 543, 24
Comptroller of the Curreney..c.coooooooo.. 8,175.43 { 13,879.61 7,961, 47 7,821. 33 8, 541, 22
Contingent expenses, national currency.... 608. 59 618.52 | ©  334.23 50. 33 36. 56
Custodians of pubhc ‘buildings. ..o 1,486, 85 2,075. 81 2,048. 75 2,031, 57 1,732.77
Customs Service..__. .| 62,191.43 | 77,574.73 | 67,686.75 | 67,099, 34 63, 138. 35
Disbursing clerk.... .| 1,10109 3. 68 675. 00 55119 723.51

168, 88 147. 63 119. 69 155. 36

Division_of Deposits.....
Federal Farm Loan Board..
Federal Reserve Board. ..

1 o1,9%6.08| 3,125.70| 2,610.35| 2 28242 | 242203
) o3odas| 463457 500057 | 3,547.07 | 4, 200.53

Qovernment actuary......- - 54. 27 21.15 5.86 | - 9. 58 15,38
Insolvent national-bank fund. - 55. 94 4406, 43 920. 97 . 919.66 1,017. 80
Internal Revenue Bureau... --| 249, 492, 68 | 205, 677. 23 | 202, 179,89 | 233,878, 04 | 203, 234, 04
Mint Bureau...___...... .. 1,682 72 2,027.76 943,22 | 1,284.48 962..96

National bank examiners_...._. | 4,809.58 4,659.48 2,065. 72 1,414, 68 1,737.42
National bank redemption agency .. i 2,374.30 2,823. 34 2,004. 71 1,689.97 § - 1,686.13
Printing division. .....co_co_... - 783. 51 233.27 128. 47 177,79 (1. -
Prohibition Bureau..
Public Debt Service..
Public Health Service_.__
Second Pan-American conference.
Secret Service. - oceerccecacnnn
Supervising Architect.._...
Treasurer of the United States..
Coast Quard._.......__.....

11,211.29 | 10,250.82 | 8,304.21 | 10,395.03 8,791. 39
7,008.52 | 15,353.60 | 24, 520.08 | 25,172.03 26,902.%

War Finarice Corporation .- ............... 250. 92 4. 90 71, 40 50, 69
Expended for transportation (partly esti-
Mated) | ..o es 20, 000. 00
Total e 533,035, 14 | 492,032, 00 | 437,256, 01 | 453,224.24 | 463, 666. 67

Reimbursed from other appropriations.__... 125,208, 50 | 122,719.08 | 83,332.85 | 67,440.52 15, 110. 04

Total charged to statiomery appro-
priation . o eieemiaeaos 408, 636, 64 | 369, 313, 01 | 353, 923,16 | 385,783.72 | 448, 556. 63

- VIncluded in Division of Supply in 1927.
Shipments-and inventories

Warehouse shipments of stationery and miscellaneous supplies by

“the Division of Supply from Washington to field offices totaled 14,849
“packages, boxes, etc., weighing 629 tons, in 1927, compared with
12,604 packages, etc., weighing 598 tons, in 1926. The shipments in
1927 were made up of 4,597 franked parcels, weighing 13,791 pounds;
1,784 parcel-post packages, weighing 21,560 pounds, and costing
.$1,132.69 in postage; and 8,468 express and freight boxes, crates,
etc., weighing 1,223,738 pounds (of which only 6,732 pounds were
shipped by express). The freight and express shipments involved
~the use of 2,911 Government:bills. of lading in 1927; against 2,346
in 1926,
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Shipments by mail of blank forms in 1927 aggregated 7,725 sacks,
containing 254,750 packages, weighing 545,000 pounds, or 272 tons.

Thus, the total of warehouse shipments to field offices was 901
tons, or about 3 tons for each working day. The increased weight
of the shipments over those of 1926 was approximately 28 tons.

A summary of conditions portrayed by the annual inventory of the
stock of stationery supplies is shown in the following table:

1923 1924 1925 1926 1927
On hand at beginning of fiscal year. ... ... $173, 477, 27 |$215, 442. 22 [$155, 290. 37 |$162,070.26 | $157, 399. 28
Purchases during year_ ... .. ... 505,023. 56 | 441, 764. 69 | 426, 285.29 | 436,405.17 | 458, 556. 57
b 11 7. DI 678, 500. 83 | 657, 206. 91 | 581, 575. 66 | 598,475.43 | 615, 955. 85

Add value of stationery articles received
from various divisions as surplus for
TOISSUL. oo oo e acmmamn e 59,904.08 | ooeemoaaa.- 17,983.72 9, 851,13 17,385. 40

738,404. 91 | 657,206.91 | 599, 559.38 | 608,326.56 | 633,341.25

Less value of stationery articles transferred
to General Supply Committee as sur-

5] 10 - J SO A 4,887.93 | ... 3,519.08 | ..o,
Value available for issue 738,404. 91 | 652,318, 98 | 599, 559.38 | 604,807.48 | 633,341.25
Issued during the year......... 533, 935.14 | 492,032. 09 | 437,256. 01 | 453,224.24 | 463, 666. 67
On hand at end of year 204, 469. 77 | 160, 286. 89 | 162,303.37 | 151,583, 24 | 169,674.58
Inventory value June 30............. .| 204, 469,77 | 160, 286.89 | 162, 303.37 | 151, 583. 24 | 169,674, 58
Inventory value July 1. . ___.._........... 215 442, 22 1 155,290.37 | 162, 070. 26 157 309.28.| 162,367.96

The July 1, 1927 inventory révealed a stock of 32,239,145 blank
books and 101 ms valued at $121,665, compared Wlth 37 ,285,575,
valued at $135,905.56, a year ago. This is exclusive of internal reve-
nue and prohibition forms, the stock of which is held by the Bureau
of Internal Revenue. '

Printing and binding

A most gratifying decrease is reported in expenditures for pr 1nt1ng
and binding during the fiscal year 1927 compared with 1926, this
making possible a return to the Treasury of an unexpended balance
of $120,428 from the appropriation for this service. The total
expenditures were $884,275.95 in 1926 and $788,641.70 in 1927.

Expenditures for printing and binding, by bureaus, offices, and
servwes, for each of the last five fiscal years are shown in the follow-
ing table:

Amnoprmtwns, expenditures, and reimbursements for printing and bmdmg,
fiscal years 1923-1927*

SUMMARY
1923 1924 1925 1926 1927
Appropriation, printing and binding, i ' -
Treasury Department_ .. .......... $500, 000. 00 | $930, 000. 00 |$850, 000. 00 {2 $834, 750. 00 |2 $835,000. 00
Reimbursements from sales of customs )
(3] ¢ « (1 37, 505. 20 39,054. 56 | * 39, 159. 52 42, 616. 51 43, 573.85

+Expended from other appropriations.| 537, 879. 09 90, 098. 49 | 31,873.03 36,129, 43 30, 495. 85

Total available 1,075,474.20 | 1,060,052.95 | 921,032.55 | 913,495.94 | 009, 069, 70
Total expenditures .1 1,013,111.40 969,207.21 | 912,817.43 | 884,275.95 { - 788,641, 70

Balance. .. ... 62, 362..89 90,845, 74| 8,215.12 29,219.99 | 120,428.00

! Figures subject to slight variations, due to necessary delays in receiving bills from the Public Printer
for certain items until pending work is completed after the close of each fiscal year.
Exclusive of $82,500, available for 1926-27 (44 Stat. 868), which was not expended
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Appropriations, expenditures, and reimdbursements for printing and binding,
“fiscal years 1923-1927 *—Continued

EXPENDI’IURDS F'ROM APPROPRIATION FOR PRINTING AND BINDING, BY
UREAUS, OI‘F'ICDS AND DIVISIONS

1923 1924 1925 1926 1927
Secretary, Undersecretary, and As- -

sistant Secretaries - $7,500.76 $8,863.32 | $6,938.77 | $10,084.21 | $12,964.76
Appointment division. . 1,194.94 944, 22 1,293. 68 674. 29’ 1, 457. 9
Bookkeeping and Warrants Division . 14, 418. 16 10,172.77 | 17,144, 45 8,957. 94 18, 919. 53
Bureau of Engraving and Printing._.. 9,110.12 6, 741. 10 7,500. 17 5,454. 77 7,185. 81

- Bureau of Prohibition 8. ..o e e 59,277. 14

Division of Supply......-.. 2,193. 26 2,643.15 3, 998. 46 4, 618. 44 7,728.87

General Supply Committee 23,801.89 18,313.45 | 23,424.38 | 27,147.50 29, 885.11

Bureau of the Budget . ..o oo erraeccecaea 25,827 10 4ol e

* Chief clerk and superintendent ....... 2, 536. 52 2,083. 00 1,623.94 1, 382. 57 1,331. 46
Commissioner of Accounts aud De- .

POSIES . oo e 71. 64 119.19 183.34 61.31 123.39
Committee on enrollment and dis-

barment. ..o eecemess o 156. 05 30.61 4916 | . ecea
Comptroller of the Currency... 27,787. 29 18,778.13 | 23,618.36 24, 356. 31 28,922, 67
8us{.odians of public buildings........ 3, 606. 65 1, 603. 62 2, 306. 81 1, 259. 27 1,805.13

ustoms:

Bureau. oo 68, 783. 61 64, 015. 73 5, 486. 27 5,481.10 5,531. 28
[S15 8 1 NP FURSTRIIIRIN ORI 35, 598. 33 42, 563. 90 34, 089. 02
Special 8geNCY. .. cnac e caercecfamcaieccccana|ac et 830.15 " 839,81 1,389.86
Disbursing clerk_.. 946. 50 622. 56 804.17 712.29 530. 36
Division of Deposits .... - 14.75 46. 44 61.59 44.48 29,96
Federal Farm Loan Bureau.. - 2,962. 24 5,043, 67 3,132.43 |- eemae
Government actuary. .. ..o 1, 239, 55 1,426.23 1,775.89 1,719.19 1,570.86
Internal revenue: .
Bureau. ..o iccciiaaaanas 98, 825. 30 468, 005.66 | 33,830.92 64, 794, 81 65,991 04
Prohibition enforcement. P -.| 62,978.04 54,241, 58 ¥
S5 0 T YU SRR I, 386, 836.61 | 341,576.22 | 179,002 79
Loans and Currency Division ¢.___.__ 2,418. 64 2 504. 41 2,232.90 2,435.43 , 640. 58
6,416.38 5,787.12 3,416.34 3, 406. 92 3,337.26
............................ 2,159, 41 2, 584. 86 2, 518. 82
National- bank depositaries. 2,487.96 2,824.33 2,817.27 3,273.00 2,120.98
Printing division____._.. - 495.31 325. 92 202. 92 5186. 39 180, 22
Public Debt Service 4. ....... R RN 26,366.97 | 22,127.79 20,361.39 24, 036. 20
Public Health:
D210 0CY:Y) S, 89, 595. 15 93,099.49 | 88,387.01 76,854.90 | 108, 650. 52
Service. ... [N P, - 2,432.18 4,359, 27 4,182.11
Register of the Treasury4._____ - 584. 66 628, 06 679. 48 713. 08 4
Secret Service.__...... - 288. 47 724.31 406. 61 295.33 327.95
Supervising Architect. - 3,757. 86 1, 868. 68 2,371.11 2,765. 24 5, 876, 49
Tax simplification board... - 5.05 |oeocemeaaccaefomemcmaecaa]cm e ieea e
“T'reasurer of the United States........ 12,030.70 10,575.71 | 13,020.72 11,167.76 11, 908. 81
Coast Guard: :
BUreall. . cceucveranermccacaanaans 16,101. 84 24,230.46 | 11,407.51 11,985.41 14,677, 24
Service 19, 510. 54 22,160. 93 18,477,.33
Materra]s for bookbinder I I FIUINIPRIN ESUUN 256. 48 ®
‘Miscellaneous. . ccceevmmecrmenmcannan- 39, 061. 92 34,813.40 | 51,225.74 46,374.47 62, 902. 52
Total.. - 437,637.11 839,154.26 | 841,784.88 | . 805,530.01 | .714,572.00
REIMBURSED EXPENDITURES
Agricultural Credit Corporation...... $340.99 [ e oeemamaeoeo $20.65 |oeeennocaaen
Buresau of Engraving and Pnntlng. _- 834.78 $898. 47 $724.21 2, 803. 68 $340. 06
Bureau of the Budget 5,733. 59
Chief Coordinator-....... - 88.8
Consultants on hospitalization.__. 1,127.61
Contingent expenses, national cur-

TOOCY e oo ctcmmcmcccacacaearanan 542. 14 558. 49 869. 44 749. 14 1,254, 59
Customs Service blank forms 8 _..._.. 37, 595.20 39,054.56 | 39,159, 52 42,616. 51 43, 573.85
Expenses of loans (act Sept. 24, 1917,

as amended and extended) - - ..o |iemooenooooaonficni e cieie il 5, 828,91

- Federal farm loan banks......... 498. 01 138. 64 252. 68 671. 59 687.32
Federal Farm Loan Bureau, mis-
€ellanootS EXPONSeS .- cvecaeccrccacec]oaccreccncmenloeeeamenmcem o anaaaaaan 3,734.37 2,737.38

1 Figures subject to slight variations, due to necessary delays in receiving bills from the Public Printer
for certain items until pendlngI work is completed after the close of each fiscal year.

$ Included under Bureau of
created Bureau of Prohibition.

nternal Revenue prior to 1927, The [ull fiscal year 1927 charged to newly

¢ Public Debt Service includes Register of the Treasury for 1927, and the greater part of loans and currency

printing for all years.

4 Not separately shown for 1927; included in Division of Supply.
¢ Reimbursed to printing and binding appropriation.
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SECRETARY OF THE TREASURY : 255

Appropriations, expenditures, and reimbursements for printing and Dbinding,
fiscal years 1923-1927 —Continued

REIMBURSED EXPENDITURES—Continued

1923 1924 1925 1926 1927

General Supply Committee... F3CIUE:7 3 RN PRI BRI PO
Insolvent national bank fund 584. 50 $1,551.83 | $2,595.45 $2,.247. 05 $3, 156. 02
Internal Revenue Bureau. . 377,231.18 |ocacoaae 0072973 | ocececcen
Natjonal bank examiners..__. - 11, 978. 55 9,460. 58 | 12,190.48 12, 404. 44 10,337.13
National Bank Redemption Agency. 4,249.98 9, 816. 99 3, 994. 06 11,202. 82 2, 520. 42
National Sesquicentennial Exhibition. jeeceococoemom]acaaconaaoiofoiamooaot 1,629.61 |-ccmceooo
Public Debt Service..oceeoaeaocouan. 133, 990. 76 68, 349. 09 3,350.01 |.oea. 20.00
Public Health Service 320.66 [0 1102 R PPN HOI
World War Foreign Debt Comm -

i 265. 74 155. 30 157.97 666. 08 3,614. 05

B 11 = E SO 575,474 29 130,052.95 | 71,032. 55 78,745, 94 74, 069. 70

t Figures subject to“slfight variations, due to necessary delays in receiving bills from the Public Printer -
for certain items until pending work is completed after the close of each fiscal year.

Postage

The expenditures for postage for the fiscal year 1927 to prepay -
matter addressed to Postal Union countries and for postage for the
Treasury Department were as follows: For postage stamps for de-
partment use, $804.34; for transmission of matter addressed to Postal -
Union countries through the Bureau of International Exchanges,
$153.95; for publications mailed by the Superintendent of Docu-

—ments for the department, $41.71; a total of $1,000, corresponding
with the exact amount of the appropriation for the purposes de-
scribed. The expenditures for 1927 were $3.72 in excess of those
for 1926, when $996.28 was expended from a like appropriation.

Department advertising

Authorizations to publish advertisements were issued to 2,543
newspapers and periodicals in the fiscal year 1927, an increase of
118 over 1926, when the number was 2,425, while the expenditures
thus authorized increased from $17,473.26 in 1926 to $23,062.39 in
1927, the actual increase being $5,589.13.

General Supply Committee

Purchases made under General Supply Committee contracts dur-
ing the fiscal year 1927 show an increase of $781,323.06 over those
for 1926. Reported purchases, which aggregate $7,506,923.41, rep-
resent increased consumption of practically all classes of commodi-
ties, as there was no general increase in cost.

There was a material reduction in the amount obtained from the
disposition of surplus property, caused by both lower prices and
smaller quantities. There was realized from public and contract
sales $144,449.05, and receipts from transfers to Government activi-
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256 REPORT ON THE FINANCES

ties amounted to $33,085.62, making a total of $177,534.67 deposited
in the Treasury from this source. This is a reduction of $85,155.56
from the amount derived from the disposition of surplus during
1926, which was $262,690.23. ' .

The following statement summarizes these transactions for the
fiscal years 1925, 1926, and 1927: :

. Tncrease (+)
1925 1926 1927 or -
decrease (—)
Purchases from General Supply Committee

contractors - .. ... $6, 645, 195. 64 (86, 725, 600. 35 |$7, 506, 923. 41 | 4-$781,323. 06

Receipts from disposition of surpius property: )
Auction sales. ... .o 63,112, 81 83, 310. 32 65, 258. 13 —18,052.19
‘Contract sales. ... i caeaeaaeaan 165, 972.77 130, 929. 07 79, 190. 92 —51,738.15
Transfers to Government activities.__...._. 78, 028. 61 48, 450. 84 33, 085. 6% —15, 365. 22
Total o i eaaaas 307,114.19 262, 690. 23 177, 534. 67 —85, 155, 56
Grand total .. ... .ol 0, 952, 309. 83 | 6, 988, 290. 58 | 7, 684, 458. 08 [ +-696, 167. 50

)

“The general activities of the General Supply Committee are sum-
marized in the following tables:

Value of purchases réported by ezécutive departments under contracts negotiated
by the Secretary of the Treasury through the General Supply Committee,
fiscal years ended June 30, 1918-1927, by classes

Class No.! 1918 1919 1920 1921 1922
$2,006,321.53 | $2,103,974.31 | $1,641,112.03 | $2, 149, 001. 04 $1,371, 881, 92.
113, 616. 94 138, 763. 59 97,032. 92 181, 574. 90 87, 847. 50
196, 087. 94 78,288. 54 262, 145. 21 206, 681. 43 190, 714. 63
77,760. 43 . 102, 438.75 163, 939. 37 96, 875. 48 179, 357. 34
60, 625. 93 54, 671.79 ©63,631.37 83,308.28 64, 064. 59
230, 721. 80 174, 502. 43 158, 241. 44 133, 775. 30 112, 954. 79
97,432. 97 31, 253. 09 142, 954. 84 48,126.03 124, 815. 24
85, 216. 89 100, 930. 01 116,397. 28 149, 400. 10 204, 822. 37
1,423,139.12 1,429, 884. 65 999, 664. 35 809, 858. 98 615, 965. 55
242, 403. 59 171, 593. 89 458, 324. 05 407, 640. 98 345, 089, 87
41, 360. 20 188, 363. 21 207, 816. 93 128, 806. 55 99, 050. 86
101, 381. 81 121,814, 71 161,280.90 | . 148,757.20 237,055.15
12, 831. 02 © 5,262.73 21, 269. 55 20, 602. 25 11, 289. 56
175, 893.-08 o 3,234.22 38,207.73 45, 583. 09 32,451. 41
2, 867,123.80 2, 530, 664. 35 1,326, 218. 87 1,314, 772. 50 1,167,779. 99
1,955. 99 . 3,121.64-f . - 3,282.69 4,444.08 | - 1,504, 67,
26, 615. 00 | No purchases. 7,579.38 | N tq t da dver- 50,473, 15
ised.
18 ik 1,592, 225. 85 1, 088, 558. 88 475, 466. 85 223, 516. 45 189, 413. 01
19 e 280, 811. 04 509, 022. 58 486,719. 30 486, 263. 77 464, 000, 10
20 e ccrccacae : 456, 496. 38 1,485, 154. 81 795, 689. 76 634, 976. 99 541, 393. 94
Total.ooeoaoanos 10,180, 021. 31 | 10,321,438.18 | 7,0627,004.82 | 7,324,145.40 6, 091, 925. 54
e

‘1 Footnote at end of table.
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Value of purchases reported by ewecutive departments under contracts negotiated
by the Secretary of the Treasury through the General Supply Committee,
fiscal years ended June 30, 1918-1927, by classes—Continued

Class No.! 1923 1924 1925 1926 1927

_o} 81,395,355, 96 | " $1,419, 197, 94 $860,003.38 | .  $860,650.96 |  $1,061,230.13
299, 77 ,555.86 | -~ 113,113.63 |  134,354.67. - - 150,282.15.

187, 917. 10 233,839, 35 245, 870. 79 314, 542. 71 227, 621.29

. 111, 762. 45 89, 481, 42 105,523.60 | © 106,719, 49 82,147. 46

_ 98, 682. 99 80, 007. 80 111, 470. 86 118, 689. 42 82, 866. 60

i 191, 409. 05 203, 468. 87 194, 093. 22 185, 063. 50 245, 273. 92

) 183, 059. 86 179,341, 14 230, 667. 23 233,224.35 | . 319,628.68

. 192, 563. 04 190,733. 65 159, 860. 70 233,751. 49 258, 115.25

. 724, 315, 31 669, 787. 33 859, 060. 67 764, 243. 55 985, 528. 50

N 382, 231. 21 408,683.87 | 445,897.01 575, 135. 43 518, 650, 39

_ 104, 535. 44 108, 753. 32 121, 509. 64 124, 608. 39 119, 322. 63

. 240, 303. 40 243, 486. 19 259, 412. 90 254, 731. 02 324,734.73

) 7,003. 15 3,719.91 3, 863. 47 4,312, 42 3,946, 56

. 22, 444. 69 14,730, 42 . 16,784, 68 20, 649. 20 17, 108. 46

) 858, 537. 47 823, 926.75 805, 073. 74 718,717. 03 742, 568. 22

) 3,018. 71 . 1,510.05 1, 546. 47 1,513.03 1, 698. 92

. 76, 772. 58 96, 633. 21 151, 972. 75 485, 911,78 485, 966. 53

. 382, 308. 85 662, 764. 81 969, 308. 68 665,294.70 930, 583. 00

) 487, 259. 89 512, 363. 95 488, 564. 46 463, 503. 34 462, 719. 56

. 486, 180, 97 457, 633.39 492, 507. 67 459, 893, 87 477,801, 43
7 I 6,223,961.80 | 6,448,619.23 | 6,645,105.64 | 6,725,0600.35 7,506,923. 41

1 Class No.—
1. Stationery, paper articles, and drafting supplies.
2. Hardware, inetals, leather and leather goods.
3. Dry goods, clothing, boots and shoes, flags, wearing apparel, window shades, and cordage.
4, Drugs and rr-cdxcmes, and chemicals.
5. Laboratory apparatus, and hospital appliances and surgical instruments.
6. Electrical, engineering, and plun bing supplies.
7. Lumber, millw ork, excelsior, sawdust, packing boxes, building materials, and asphalt oil, and
tar for road bmldmg .
8. Brushes, glass, Jubricants, fuel oils, and paints and painters’ supplies.
9. Furnitare and floor coverings.
10, Groceries and provisions, cleaner, polish, floor wax and polishing eompounds, seouring com-
* . .. pbound, soap and soap dlspeusels meat, fish, lard, eleomargarine, and household supplies.
11, Forage, ﬂour, and sced.
12, Photoglmphlc supplies, meteorological instruments, apparatus, and towers, and meat-inspection
supplies
* 13. Engraving, printing, and lithographic supplies (excluding supplies for the Government Printing
I Office and the Bureau of Engraving and Printing).
. Iee.
15, Incandescent electric lamps.
16. Incandescent gas-lamp supplies.
17. Motor trucks, tires; tubes, and accessories.
18, Computing, addressmg dlctatmg, duaplicating, folding, sea]mg, and typewriting machines;
hbor-savmg devices; typewriter exchange allowances, repair parts, and equipment.
19, Electric service.
20. Telephone service.

Nore.— Total purchases, all classes, for the fiscal year 1913 were $2,728,767.64; 1914, $2 382,203.52; 1915,
$2,557,497.54; 1916, $2,714,883.17; and 1917 $3,734,923 85

Recezpts fmm surplus. and- salvaged:matemals disposed of by General Supply.
Committee, fiscal ‘years 1921-1927 -

Auction sales |Contract sales| Transfers Total

$20,186.32 [o_ooomoeennn $989, 234. 25 | $1, 009, 420. 57
79, 595.35 $3,230.45 685,097, 35 767,023.15
114,462.74 | 1138,129.25 324,376.77 576,908, 76
179,613.00 | 1130,390.40 150, 002. 96 460, 006, 36
63,112.81 | 1165,972.77 78, 028. 61 307,114.19
83,310.32 | 1130,929.07 48, 450. 84 262, 600.23
65, 258. 13 179, 190. 92 33, 085, 62 177, 534, 67

t Includes estimated amounts of $75,000 in 1923 and 1924, and $80,000 in 1925, and
actual amounts of $50,633.58 in 1926 and $29,704.41 in 1927, received from the sale of
waste paper from the various departments, the receipts for which do not pass through -
the .General Supply Committee but are paid direct to the selling services and deposited in
the Treasury by them.
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Number of specifications mailed by the General Supply Committee, bids received,
contracts entered into, items on which awards and no eawards were made, and
samples received and retained, fiscal year ended June 30, 1927

Sets of Contracts No
T specifica-{ Bids | Samples -
Class No. t tions | received | received Award | Samples “iﬁ',?;g
mailed Number items | retained
- 8,796 380 | 6,989 240 | 3,800| 1,174 316
902 82 648 42 2,173 233 227
8,411 151 1,572 107 1,411 312 216
69 65 47 1,073 15 60
436 89 1,242 48 1,078 309 154 -
623 71 { . 450 47 1,236 148 1680 °
300 29 117 23 700 40 143
8,486 70 578 49 - 636 94 67
4 72 659 37
9, 948 364 1,720 190
30 42 23
228 41 80 38
120 8 53 7
17 2 femeaaas 2
54 5 5
10 ) R PRI, 1
626 80 325 31
i 204 41 51 36
.......... B U . 1
G I ) B . 1
41,384 I 1, 587 I 14, 591 875 18,857 3,170 1,944

1 See- titles of classes on preceding page.

Statement of surplus property received and issued by the General Supply
Commitlee, fiscal year ending June 30, 1927, by deparitments and estab-

lishments
Receipts Issues
Departments and establishiuents (invoice
price) Cost 1 Charge ¢
Agriculture, Department of. ... cocmmcaccamae- PR, $113.04 | $2,179.75 $1,939. 06
Alien Property ustodian ... 734.89 20.03 20.03
American Battle Monuments Commission. - o _.cooaooocmiommroofecoiiiaiios 1.80 1.80
Columbia Institute for Deal. ..o ceacecmcccacieeac)cacacccaas .72 .72
Commerce, Department of - _ ... _._.___.__. 12,100.76 |. 2,353.17 2,207.30
Commission of Fine Arts. oo ooouomoea oo ecacecccmcecfameccmceeee .96 .98
District of COUMDIA - < o oncee o e e e accecececcefeeee e 5,657. 50 5,404.75
Federal Board for Vocational Education._....... 779.19 40. 58 85.58
Federal Trade CommissSion. -« o oouocouuemmomoieecacecccmccccaefeiroc s 2.88 2.88
QGeneral Accounting Office. ccommeoimmacocuocanuman. 150. 00 3.30 8.30
Government Printing Office. o oo e cm e ceeicccae e anma i ecaee 113. 96 64,08
House of Representatives. cceoceceoamecioecmcacecncnm e o e e[ emcmcmeeaan 188.00 144. 00

Interior, Department of - - . .. ieeiieeos
Interstate Commerce Commission...............
Justice, Department of. - - e icieieieiaaan
Labor, Department of .o oeem i

22,102. 84 2,050. 99 2,042. 65
1,645. 00 1,724.67 1,352, 14 -

38.00 | -
28,612, 96 l 100. 87 1,080.45
54, 50

IR
T=3
=)
=
&

80
I=4

&
©
®
=
(%)
=3

National Advisory Cormmittee for Aeronautics. . 45.
National Home for Disabled Volunteer Soldiers.... 30.00 30.00
National Capital Park and Planning Commission - 30.00 22. 50
National Training School for BoOYS. .. cecemee o ocomomiocccoccacaaca | cceaiaeean 214, 50 213.37
Navy Department-.. .o _.____....____ ,024. 296. 14 202.89
Panama Canal. ..o oo o 1,578.86 1,564.11
Pan American Union............ 110. 00 82.49
Post Office Department_ .- ..__________.____ 497.48
Public Buildings and Parks of National Capital. 3
Reclaimed salvage. .- «ocooceooomoocmmaaaaaan.
Smithsonian Institution....co.ooo.o._
State Department...oooooooooooooo.
Treasury Department...._.
U, S, Board of Education 3
U. S. Railroad Administration. ...caueooeivmmmomeoiaaieieenaaeas 11,304.38 2,55 | - 2.55
U. 8. Bureau of Efficiency. o cvemenoccmecircccccac e acccacnaaans 2,059.60 {- oo on]eiaieeeas
U, S, Tariff CommisSion . - o ov oo eocimmiememacaciceecieca]eccceciaeeon 7.80 1 ° 7.80
U. S. Veterans’ Bureal. ..o ooeo oo eccecicacaccmeen 25, 950. 63 162. 30 162, 80
U, S, Shipping Board. . oo oo ceceeccecccccccceaaan 8,142.48 218.79 218.79
War DepartMentace . ovoe e eacceacalomeaacaacccamcamcoamnam e 151,110. 22 758.42 768.42
“White HoOUSE . coo et ec e emen e .90 .90
X027 ) PRI 273,913.31 | 34,769.94 33,085. 62

1 Original cost of surplus property as shown by transfer invoices.
3 Net amount of vouchers.
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Recapitulation of surplus property stores account of General Supply Committee,
July 1, 1926, to June 30, 1927

Balance of stores-as of June 30, 1926 $269, 669. 69

‘Transferred to the General Supply Committee during fiscal year
1927 . -273,913. 31
Total 543, 583. 00
Net sales ' — ' 33, 085. 62
Discounts allowed on above [, ———— 1, 684. 32
Net proceeds from auction sales_______________ 65, 258.13
Difference between invoiced value and proceeds from auction sales.. 402, 906. 05
Balance on hand June 30, 1927 40, 648, 88
) Total .. ___ - - ———— 543,583.00
Net decrease in stores dﬁring fiscal year 1927 . . _____ 233, 264. 43
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During the fiscal year 1927 the total ordinary receipts from all
sources (exclusive of postal revenues) on the basis of daily Treasury
statements revised were $4,128,422,887.61, an increase of $165451,-
322.64 as compared with those for the fiscal year 1926. The cash
expenditures chargeable against ordinary receipts amounted to
$3,493,507,876.75. The net result for the fiscal year was an excess
of ordinary receipts over total expenditures chargeable against ordi-
nary receipts of $634,915,010.86. The postal revenues deposited in
the Treasury and credited to the account of the Post Office Depart- .
ment during the fiscal year 1927 amounted to $683,754,924.75.

Receipts from tolls, etc., for movement of tonnage through the
Panama Canal during the fiscal year 1927 were $25,544,701.45, as
compared with $23,941,917.87 for the previous fiscal year. Disburse-
ments made on account of the canal, exclusive of fortifications, on
the basis of warrants drawn (not cash expenditures), were $7,613,-
376.03 for the fiscal year 1927, as against $8,419,333.57 for the fiscal
year 1926, _

The receipts and expenditures on account of the principal of the
public debt during the fiscal year 1927 are shown in the following

statement :
Receipts on account of—
. Certificates of indebtedneSS— .o . $3, 108, 235, 000. 00
Treasury notes and certificates of indebtedness (adjusted )
service series) .. oo 147, 200, 000. 00
Treasury notes and certificates of indebtedness (civil
service retirement fund series) - — - 59, 300, 000. 00
Treasury notes_ . .. 1, 360, 456, 450. 00
Treasury bondS__ 467, 801, 650. 00
Treasury savings securities __ . . 13, 572, 408. 43
Postal Savings bonds e 689, 620, 00
Deposits for retirement of national-bank notes and
Federal reserve bank notes_ . _________ 27, 828, 137. 50
Total 5, 185, 083, 265. 93
Expenditures on account of— .
Certificates of indebtedness —_— —— - 2,875, 354, 000. 00
Treasury notes and certificates of indebtedness (adjusted '
service seri