ANNUAL REPORT OF THE
SECRETARY OF THE TREASURY

ONTHE STATE OF THE FINANCES
FOR FISCAL YEAR ENDED JUNE 30, 1942

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



Digitized for FRASER
http://fraser.stlouisfed.org/

£ 4
o

1R i P ) ] H
Federal-Reserve Bankof St-tLetis



ANNUAL REPORT OF THE
SECRETARY OF THE TREASURY
THE STATE OF THE
FINANCES

FOR THE FISCAL YEAR
ENDED JUNE 30

N 1942

UNITED STATES
GOVERNMENT PRINTING OFFICE
. WASHINGTON : 1943

For sale by the Superintendent\ol Documents, Washington, D, C, - = « - Price, $1.00 (paper cover)

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



Digitized for FRASER
http://fraser.stlouisfed.org/

Federal Reserve Bank of St. Louis - -

~

TREASURY DEPARTMENT

Qe

DocumeNnT No. 3121

Secretary




N
;\

«

CONTENTS

Budget results: C )
Receipts and expendltures general and special accounts___.________
Receipts in general and special accounts_ .- _______________
Expenditures from general and special accounts_ ... ______. ._____

Receipts and expenditures in trust accounts and checking- accounts of

Government corporations and credit agencies_ .. _.__..__.___ e

Deficit in general and special accounts_ _ ___________________ o

Financing the net deficit and other requirements_ .. _.__.______

The public debt _ - o __io__o___il
Treasury bonds, notes, and certificates of indebtedness e
Treasury bills_ . __ - __ . U
United States savings bonds_ _ - __________._.___ PR

Pay-roll savings plan_________ . l_i__i_._.
War savings stamps_.__.___._.____ O PR
Redemptions of savings bonds___._.________ SRV
Treasury tax savings notes._ ... ________.__ SRR
Adjusted service bonds__ .- _______ . ___ . ._..__ i ______
Depositary bonds._._ . _______..__ [ --
Cumulative sinking fund .. PR
Public Debt Act of 1942_-___,_________-__‘__'___‘.'
The guaranteed debt______ . __________.._., i

Abssorptlon of the increase in securities issued or guara.nu:ed by the United
tates o e memcmcmeecoao-
General Fund. ... lIIIITIIIIIIToTTTITIIIIIITIITTTT
Securities owned by the United States and proprietary interest m Govern-
ment corporations and credit agencies: :
Securities owned _ ___ L eedee .
Proprietary interest in Government corporatlons and credib agencies_
Monetary developments:
International monetary cooperation:

Stabilization agreements.___._________________ e

Inter-American conferences._ - _ . ________ .. _____________
Domestic monetary events____.___ . ___.____ s e R,
Revenue legislation . . ... .=
Revenue Act of 1941 ___ __ . ____ . ___________ e
Public Debt Act-of 1942____ _ e eo_
Other revenue legislation. _ .. _______________ e
War contributions fund: :
Conditional gifts_ o - oo oo ool e meeeoZa
Unconditional donations. ____ ________ .-
Customs Service in the War____ _ ...
Special procurement.activities: : ' .
Lend-lease - - - e
Strategic and critical materials_ ________ e e e
Refugee relief_ _ . ..

Defense housing___ _ . ___l_i___.. SN )

Foreign funds control _ ____________________._.. P S
Changes in organization and procedure_._ . _._ . ___ . . ____._.___ e
Estimates of receipts_ _ _ - - oo oo e niaa
Estimates of expenditures._ _ _ . ___ .l .-

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



L " °\\ s
'fs \\\% by “‘?"1\

L RN
v o . CONTENTS.,

ADMINISTRATIVE REPORTS OF.ﬂBUREAUS AND DIVISIONS

Page
Fiscal Serv1ce of the Treasury Department._ . ______________._____.____ 85
Accounts, Bureau of - - _ oo 85
Commissioner of Accounts, Office of: .
Budgetary administration and financial reporting..___._____ 85
Daily Statement of the United States Treasury__._..__..__._ 86
Combined statement of assets and liabilities of Government
corporations and credit agencies__________________.____ 86
Surveys under Reorganization Plan No. ITT______________. 87
Annual appraisal of assets and liabilities of the Commodlty
Credit Corporation. _ . _ ... _ ... 87
Securities and funds, Philippine invasion__.______________ 87
Advances to Federal Reserve Banks for industrial loans, ete. ~ 89
Apj{)roprlatlons and expenditures under the Social Security -
O o e cceeeeo 89
Colorado River Dam fund.____ . _____________________.__ 90
Division of Bookkeeping and Warrants_____ .. _____.____.._.____ 90
Division of Disbursement._.___________________________._..__ 91
Voluntary pay-roll allotment plan. _ . ____________ _____.__ 92
Bonding of certifying officers.._________ . .____..____ 92
Division of Deposits_ . .. oo ________ e a—————— 92
Depositary functions____ . ____ ... 93
Depositary bonds_....__ . ____._ 94
Designation of agencies for the issuance of war'savings bonds, )
Series B _ e 94
Federal savings and loan associations. . ... .. ___.__. 94
Social seeurity .o e 94
Government Losses in Shipment Act______________..____. 94
Section of Surety Bonds____ . ____ L ____.____ - 96
Budget Section. .. oo 97
Alien property trust fund__._.._____ . ___________________ 97
Philippine funds in the United States Treasury._.._._____.__ . 98
Appropriation of funds t6 the Government of the Common- :
wealth of the Philippines: for national defense. __________ 99
Supplementary sinking fund for the payment of bonds of the
Philippines_ _ - o lilaaollal 100
Foreign check control - .. _____ . ___ .. __. 101
Section of Investments_____._ e e e 101
Obligations of foreign governments_ - . . _____.: ______.__ - 101
Reéceipts from Germany - ...l aaooo- 103 .
‘ Treasury administration of alien and mixed claims___._.____ 104
Mixed Claims Commission and Prlvate Law No. 509:
Claims against Germany . . - - ______________. 104
War Claims Arbiter_..___ e e e 106
Claims of German nationals__ . _______________. 106
Claims of Hungarian nationals__._: . _....______ - 107
German special deposit account.._ __._______________. 107
Tripartite Claims Commission: Claims against Hun-
[-2:1 o I 108
Claims of American ‘nationals against Turkey________.___.. 108
Claims of American nationals against Mexico...__ e 109
Railroad obligations. , - .o e oeeooas 110
Section 204, Transportatlon Act, 1920, as amended____ 110
Section 207 Transportation Act 1920 as amended._.__ 111
Section 210 Transportation Act, 1920, as amended____ 111
Federal control of railroads:

. -Administration. ______ _ . __ . ____._ 112
Fmances_____--;_____-________-_; _________________ 112
Securities, ete_ - oo oo. i 112
Claims - - e 113
Compensation payments—United States railroad em- :

ployees.. .o e 113
Canadian Workmen'’s Compensatlon Board._________. 113
Tax refunds and other collections__.__ . _____________ 113

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




CONTENTS

Fiscal Service of the Treasury Department—Contmued
Accounts, Bureau of—Continued.
Section of Investments—Continued.
. Federal Farm Mortgage Corporatlon _____________________
Federal land banks: i
Capital stock _ . e
Payments-on account of reductlons in interest rates on
mortgages and subscriptions to paid-in surplus____-_
Federal savings and loan associations_ .. ... . ___..___
Trust and special funds invested by the Treasury Depart-
MDY e e
Emergency Relief A¢counting Organization._.__ - _________
Public Debt, Bureau of the._ . __ . ees
Division of Loans and Curreney. . ..o ocoeeooooouo. meeman
Issue and retirement of securities. ... _____________
United States savingsbonds_ . . .. _______ . ___.___.__.
Individual registered accounts__.__ e
Claims _ - - o oo oo oo
Safekeeping of securities_ .. ... ... ...
' Mutilated paper and redeemed currency _____ e
Register of the Treasury_______ ____________.___.__ [
Division of Public Debt Accounts and Audit__________________
Division of Savings Bonds_ . _ .. ..o ..
Division of Paper Custody__ .. _____________.__.
. Destruction Committee__ _ . ____ . _____________________
. Treasurer of the United States_ _ . . _..__.
Budget and Improvement Committee. ... _____:1____
Comptroller of the Currency, Bureauof the..__ . ______________________
Changes in the condition of active national banks__.____. mmmmeen
Summary of changes in the natlonal bapking system.______________
Customs, Bureau of: : :
CONMECtIONS .- - — - o o e
Volume of business_ . __ .l ...

Entries of merchandise._____ __ . __________ . _._______. .

Vessel, airplane, and highway traffie. . ______________________
War aCtivities. .-~ ool .
Drawback transactions._._ . ______.___._.___ Lo -
Protests and appeals. ____ . _________ .. ___.___.
Law enforcement activities: S
Selzures - - o o el
Legal proceedings_ .. ______ ...
- Fines, penalties, ete_.____ . _______________ e
Marine and tariff administration: : "
Marine administration - - . _ oo
Tariff administration____ . . oL
Customs Agency Service__ . o eeeoas
Personnel investigations_ _ . ___ - _________ . .__.__
Baggage investigations____________________________ SR
Cooperation with other agencies_. .. .. _ . ______._
Miscellaneous:
Appraisement Unit_ _ _ ___ . __ . _.___ ——m————
Customs School of Instruction. . ______ e e
Division of Engineering and Weighing______________________.__
Division of Laboratories_ . . _ ...
Changes in ports and stations_____________Z_ ___________l____
Cost of administration_ _ . _ ... . o ioiooea.
- Engraving and Printing, Bureau of . _ __________________ . _______.__..
Foreign Funds Control_______________________________________ emeees
Internal Revenue, Bureau of:
General:
Internal revenue collections_ ... .. ___ - . __.
Refunds, drawbacks, and stamp redemptlons __________________
. Additional assesSMents_ ... ...
: Cost of administration. . _ .. ...

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

Page
114

114

115
117

117
118
121
122
122
123
126
127
127
127
128
131
132
133
133
134
139
140
140
142

143
144
145
145
146
147
148
148
151
151

152
152
153
154
154
154

155 -
156
155
156
156
156
156
159

160
161
162 -
162



VI N CONTENTS

Internal Revenue, Bureau of—Continued.

Income Tax Unit: Page
General functions__._ . __ ... __.__.._ R - 162
Returns filed . - ___ . ____. 163
Examination of income and .excess profits tax returns upon
receipt by the Washington office..___.__ ... ___._ ... ___ 163
Investigation of tax returns by the field offices. . .___.___..___ 163
Revenue results of investigations.of income and excess proﬁts tax
reburns__ _ el 163
Stage at which additional tax was assessed_.___________ S, 164
Refunds, abatements, and eredits____.____________________.__ 164
Inventory of returns on hand in the field offices . ... 164
Miscellaneous Tax Unit. - __ .~ _ . . ______. ‘164
Estate Tax Division_ . .. ... 165
Tobacco Division._. o .. 165
Sales Tax Division.___________________________________..___ 165
Capital Stock Tax D1v1s10n _________________________________ 165
Miscellaneous Division. ... __ . _____.________. 166
Aleohol Tax Unito .. e oo 166
: Procedure Division . Sl 167
Enforeement Division. _______ . __________.. 167
Field Inspection Division._____._____________ e 168
Laboratory Division _ _ . oo 168
Audit Division._ . _ .. ... 169
: Basic Permit and Trade Practice Division_ _ ________ .. __..___. © 169
Accounts and Colleetions Unit._ _ ... .. .. ___._______ 170
: Taxes under the Federal Insurance Contributions Act._____.___ 171
Tax under the Federal Unemployment Tax Aet__ ___.___._._.. 173
s CarTiers taXes . o o e e 174
. Technical Staff. .- ________..___ e e 174
Office of the Chief Counsel ______ .- - 176
Chief Counsel’s Committee_ - ____________.________._. 176
Alcohol Tax Division_ ________________ e L 176
Appeals Division.__.__ e e ciiliccael . 176
Civil Division. .. eiiooao_ 177
Claims Divigion _ .. _ . 177
Interpretative Division______________:_________________..._. 178
Legislation and Regulations Division.______.__._______ e 178
Penal Division_ ... ________ e e meecmmmmeme oo 178
: Review Division.__________ L _.__..l_... 179
) Intelligence Unit. . - - ie—oo- 179
Legal Division_ __.__._......... O S P .- 180 -
Mint, Bureau of the:
Institutions of the Mint Serviee ool @ooooe . 182
Colnage. - e 183
Minor coinage alloys_._________ e e el 183
Bullion deposit transactions._ - ___ . ___________.___.__ 183
Transfers of bullion for long-term storage___ .. _.._ 183
Gold operations. ___._______L_._____________. e eecieaan 184
Silver operations. - _ - oo .- . 184
Refineries . ..o - oo i ieeeec_li.. 185
Stock of coin and monetary bullion in the United States ____________ 185
Domestic production of gold and silver.._________________________ 185
Industrial consumption of gold and silver._.__.._ e 185
Appropriations, expenses, and income_ _____.___.______.__________ -. 186
General activities_. . _ ... 186
Monetary Research, Division of _._ ___ _____________________ . ____. 186
Narcotics, Bureau of________-__-____; ______________________________ 187
Personnel, Division of ... ___..._. U --- 190
Practice, Committee on_ ... 111177077 e 190
Processmg Tax Board of Review. .. ___________-__.____. R 191
Procurement Division_ _ . __ ool 192
Research and Statisties, Division of .- ________________ . _.....c_.__ 197
Secret Service Division_ .- __ . __________.___: e 198
Tax Legislative Counsel, Office of the_______________________________. 201
Tax Research, Division of . _________ .. _____ 202
War Savings Staff______ S 203

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



CONTENTS i ViI

EXHIBITS .
PUBLIC DEBT

Issues and redemption of Treasury bonds and Treasury notes

Page
Exhibit 1. Offering of Treasury notes of Tax Series A-1943 and Tax Series
B-1943_ . __. B e e 207
Exhibit 2. Offering of 2% percent Treasury bonds of 1967-72__________ - 212
Exhibit 3. Subscriptions and allotments, Treasury bonds of 1967-72_____ 214
- Exhibit 4. Offering of 1 percent Treasury notes of Series A-1946_____.__ 214
Exhibit 5. Allotments, Treasury notes of Series A-1946_____ .. _________ 216
, Exhibit 6. Offering of 2}4 percent Treasury bonds of 1967-72 (additional)
and 2 percent Treasury bonds of 1951-55._ . _ . . .- 216
Exhibit 7. Subscriptions and allotments, Treasury bonds of 1967-72
(additional) and Treasury bonds of 1951-55_ . _ _ .. ___... 219
Exhibit 8. Offering of Treasury notes of Tax Series A-1944 and Tax Series
B-1944 - 220
Exhibit 9. Offering of 2 percent Treasury bonds of 1949-5}_____________ 224
_ Exhibit 10. Allotments, Treasury bonds of 1949-51____________________ 227
Exhibit 11. Offering of 2% percent Treasury bonds of 1952-55__________ 227
Exhibit 12, Subscriptions and allotments, Treasury bonds of 1952-55____ 229
Exhibit 13. Offering of 2 percent Treasury bonds of 194951 and 2% percent -
Treasury bonds of 1962-67 _ - _ e 229
.Exhibit 14. Subsecriptions and allotments, Treasury bonds of 1949—51 and
Treasury bonds of 1962-67 _ _ _ . ___ . l.____ o232
Exhibit 15. Offering of 1% percent Treasury notes of Series B-1946_____ 232
Exhibit 16, Allotments, Treasury notes of Series B-1946_________._..___ 234
United States savings bonds -
"Exhibit 17, Offering of United States war savings bonds of Series E and .
war savings stamps for installment payments_ . _ .. ______._.____ 234
Exhibit 18. Offering of Umted States war savings bonds of Series F and
Series G .o o e e 240
Exhibit 19. Second amendment, April 20, 1942, to Department Circular
No. 530, Fourth Revision, prescribing regulations governing United
States savings bonds. _ _ __ .. e 246
Exhibit 20. Fifth revision, June 1, 1942, of Department. Circular No. 530,
prescribing regulations govermng United States savings bonds________ 246
- Exhibit 21. Amendments and supplement to Department Circular No. 657,
prescribing regulations governing agencies for the issue of United States
savings bonds of Series BE._______ U U P EPIUPIPR 262
Treasury certificates of indebtedness
Exhibit 22. Oﬁ‘erlng of % percent Treasury certificates of indebtedness of -
Series A-1942__ e 263
Exhibit 23. Subscriptions and allotments, Treasury certificates of indebted-
ness of Series A-1942 _ _ _ e 265
Exhibit 24. Offering of % percent Treasury certificates of indebtedness of
Series A-1943__ e 265
Exhibit 25. Subscriptions and allotments, Treasury certificates of indebted-
ness'of Series A-1943 . . . o eeieeaas 267
Treasury bills
Exhibit 26, Inviting tenders for Treasury bills dated July 2, 1941 ______ 267
Exhibit 27. Acceptance of tenders for Treasury bills dated July 2, 1941___ 268
Exhibit 28. Summary of information contained in press releases issued in -
connection with Treasury bills offered during the fiscal year 1942_____ - 269
Miscellaneous
Exhlblt 29. An act to increase the debt limit of the United States, to further :
amend the Second Liberty Bond Act, and for other purposes..__... .. 272
_Exhibit 30. Title IV of the Second War Powers Act, 1942, relating to the
purchase by the Federal Reserve Banks of Government obligations_._. 273

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



\gins CONTENTS

Exhibit 31. Payment or redemption of bonds and other transferable
securities of the United States at maturity, or before maturity pursuant
to a call for redemption in accordance with their terms

- Exhibit 32.- Regulations relating to full-paid interim certificates, October

15, 1941

" Exhibit 33. Regulations governing exchanges of interim certificates of 2%

percent Treasury bonds of 1967-72 for definitive coupon bonds, Decem-
ber 15, 1941

SECURITIES GUARANTEED BY THE UNITED STATES

Exhibit 34. Offering of 1 percent notes of Series W of the Reconstruction
Finance Corporatlon . . _ . . o e
Exhibit 35. Subscriptions and allotments, Reconstruction Finance Cor-
poration notes of Series W :
Exhibit 36. ‘Offering of 1} percent notes of Series G of the Commodity
Credit Corporation.. . .- oo
Exhibit 37. ubscriptions and allotments, Commodity Credit Corporation
notes of Series G. . - e
Exhibit 38. Partial redemption, before maturity, of 2% percent mutual
mortgage insurance fund debentures, Series B (Sixth call)..______.__
Exhibit 39. Partial redemption, before maturlty of 2% percent mutual
mortgage insurance fund debentures, Series B (Seventh call) _________

MONETARY DEVELOPMENTS

Exhibit 40. Joint statement by the Secretary of the Treasury of the
United States and the Secretary of the Treasury of Mexico, November
19, 1941, announcing the signing of a stabilization agreement and &
silver purchase agreement between the United States and Mexico. .- ...

Exhibit 41. Announcement, February 27, 1942, of the signing of a stabiliza-
tion agreement between the United States and Ecuador- .- . ...

Exhibit 42. Announcement, May 5, 1942, of the signing of a stablhzatlon
agreement between the United States and Iceland. . .- _____

" Exhibit 43. Joint statement by the Secretary of the Treasury of the United

States and the Minister of Foreign Affairs of the Republic of China,

March 21, 1942, announcing the signing of an agreement for financial aid -
to China_ el ’

Exhibit 44. Announcement by the Secretary of the Treasury, April 8, 1942,
regarding the lend-leasing of the Treasury’s free silver stocks to be used
as bus bars in aluminum and magnesium plants______________________

Exhibit'45. Title XII of the Second War Powers Act, 1942, relating to the
coinage of 5-cent pieees_ ..

, FOREIGN FUNDS, CONTROL, ETC.

Exhibit 46. Executlve orders relating to the control of foreign funds and
foreign-owned Property. . oo e
Exhibit 47. Amendment, July 26, 1941, to regulations of the Secretary of
the Treasury relative to the control of foreign funds and foreign-owned
PrODT Y o o e e
Exhibit 48. Proclamation, July 17, 1941, authorizing a proclaimed list of
certain blocked nationals and contr olhng certain exports_ . _.___.___.___
Exhibit 49, Exécutive Order No. 9193, July 6, 1942, amending Executive
Order No. 9095 establishing the Office of Alien’ Property Custodian
and defining its functions and duties and related matters. .. _____._____
Exhibit 50. Sections 301, 302, and 303 of the First War Powers Act, 1941,

ratifying actions, regulatlons, etc., of the Secretary of the Treasury under

the Trading With the Enemy ACh oo
Exhibit 51. Administration of the wartime financial and property controls
of the United States Government___________________________ RPN

ORGANIZATION AND PROCEDURE

Exhibit 52. Orders relating to organization and procedure in the Treasury
Department - _ _ oo
Exhibit 53. Order of the Secretary of the Treasury, September 30, 1941,
authorizing the Procurement D1v1sron to enter into contracts on behalf
of the Division of Printing

Digitized for FRASER

http://fraser.stlouisfed.org/
£

FederalReser Donl
S

[« 25| FiH
ot TOtHS

Page

273
280

280
282
284
284
286 -

287
289

291
291 -
292
292

292
293

294

295
295

296

300
302

335

336

Far+

f ook o



CONTENTS . X

] : Page
Exhibit 54. Executive Order No. 8929, November 1, 1941, directing the
Coast Guard to operate as a part of the Navy_ ... . ________.___._____ 336
Exhibit 55. An act providing for the security of United States naval
vessels, and for other purposes._ _ . .. _ oo _________ 336
Exhibit 56. Sections 1, 2, and 4 of Executive Order No. 9083, dated
February 28, 1942, relating to functions of the Bureau of Customs___. 337

MISCELLANEOUS

Exhibit 57. Authorization for discontinuance of functions of Treasury

accounts offices in connection with the audit and accounting for funds

under the various emergency relief appropriation acts_____________.__ 338
Exhibit 58. Standards and conditions prescribed with respect to bonds of

certifying officers and administrative procedure relating to disbursements

by Division of Disbursements, Treasury Department_ _ __ ____________ 338
Exhibit 59. Executive Order No. 9084, March 3, 1942, amending Executive

Order No. 8512 of August 13, 1940, prescribing regulations pertaining to

budgetary administration'and financial reporting._ _ . .. __.____________ 341
Exhibit 60. An act to authorize the Treasurer of the United States to make

settlements with payees of lost or stolen checks, which have been paid on

forged endorsements, in advance of reclamation, and for other purposes.. 341
Exhibit 61. An act to increase the earnings of the United States Govern-

ment life insurance fund and the national service life insurance fund by

expediting the investment of the moneys thereof, and for other purposes_. 342
Exhibit 62. Title XI of the Second War Powers Act, relating to the war

contributions fund___ oo 342
Exhibit 63. Portions of the act to mobilize .the productive facilities of

+  small business in the interests of successful prosecution of the war______ 343

Exhibit 64. Executive Order No. 9135, April 16, 1942, establishing the
Interdepartmental Committee for the Voluntary Pay Roll Savings Plan

for the Purchase of War Savings Bonds_ ___ ... _..___ ________ 345
Exhibit 65. Voluntary pay-roll savings plan for purchase of war savings
bonds by employees of the United States Government___ . ___________ 346

Exhibit 66. Letter of the Postmaster General to the Secretary of the
Treasury, dated November 14, 1942, certifying extraordinary expendi-
tures contributing to the deficiencies. of postal revenues for the fiscal year

1942, in pursuance of Public No. 316, approved June 9, 1930_.________ 353
Exhibit 67. Address and statements of the Secretary of the Treasury on
taxes, inflation, public debt limitation, etc., during 1942______________ 353
' TABLES
Explanation of bases used in tables_ _________________._______.______. 387
Description of accounts through which Treasury operations are effected_. 388

RECEIPTS AND EXPENDITURES
Summary tables on receipts and expenditures

Table 1. Summary of receipts and expenditures, fiscal years 1932 to 1942
‘and monthly July 1941 to June 1942 (daily Treasury statement, unre-

vised, basis) - - - - e 390
Table 2. Receipts and expenditures for the fiscal years 1789 to 1942
(warrant and daily Treasury statement, unrevised, bases).. .. __.... 394

Detail tables on r_e(:eipts and e:cpénditu;es

Table 3. Monthly receipts, fiscal year 1942, classified by major sources

- (daily Treasury statement, unrevised, basis) . . ...._____ [ 400
Table 4. Monthly expenditures, fiscal year 1942, classified by accounts

(daily Treasury statemént, unrevised, basis) - . - oo o oo oa. 406
Table 5. Expenditures from general and special accounts, by major func-

tions, fiscal years 1934 to 1942_ . _________ . _._____ e cemmm—mama 428

Other receipts and expenditures tables

Table 6. Expenditures of the several activities of the Treasury Depart-

ment in each of the States and Territories, fiscal year 1942______.______ 430
Table 7. Comparison of detailed internal revenue collections, fiscal years .
1941 and 1942 (collection basis) - - - ... 434

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



X ~ : ‘CONTENTS

Page
Table 8. Internal revenue receipts, by tax sources, fiscal years 1916 to 1942
(collection basis) - . _ e e 437
Table 9. Expenses of the Internal Revenue Service, fiscal year 1942 (checks-
issued basis) - - - e 441
Table 10. Internal revenue receipts, by States and Terrltorles, fiscal year
1942 (collection basis) - - - e 446
Tak;)le 11, Summary of customs collectlons and expenditures, fiscal year- o7
1942 e 4

Table 12. Expenditures by States and Territories and by fiscal years from

April 8, 1935, to June 30, 1942, under the Emergency Relief Appropria-

tion Acts for the fiscal years 1935 to 1942 (checks-issued basis) _ . ... _.- 448
Table 13. Expenditures by organizations and by fiscal years from April 8,

1935, to June 30, 1942, under the Emergency Relief Appropriation Acts

for the fiscal years 1935 to 1942 (checks-issued basis) _______________.._ 450
Table 14. Financial status of appropriations provided in the Emergency

Rgehef Appropriations Acts for the fiscal years 1935 to 1942, as of June 30,

___________________________________________________________ © 452
Table 15. Receipts and expenditures of the social security program under
the Social Security, Railroad Retirement, and Railroad Unemployment
Insurance Acts, ﬁscal years 1936 to 1940 comblned fiscal year 1941, and
‘monthly for the fiscal year 1942 _ o lmea- 462
Table 16, Amounts appropriated and expended to June 30, 1942, under
authorizations contained in the Social Security Aet. ____ . ___________ 471
Table 17. Panama Canal receipts and expenditures, fiscal years 1903 to
1942 (warrant basis) - - - - o e 472
Table 18. Postal receipts and expenditures, fiscal years 1789 to 1942_____ 474
Table 19. Selected receipts and expenditures of the Government, fiscal
years 1789 to 1942 (warrant and checks-issued bases) .. _ . ____ . _.cooo.. 477
WAR ACTIVITIES PROGRAM
Table 20. Appropriations and net contract authorizations for the war
activities program, as of June 30, 1942_____ e 479
Table 21. Approprlatlons, contract authorlzatlons, and expenditures under
the war activities program, July 1, 1940, to June 30, 1942.________.__._ 482
Table 22, Commitments, receipts, and disbursements of the Reconstruc-
tion Finance Corporation and its subsidiaries under the war activities
program, July 1, 1940, to June 30, 1942 _ . . .- 485
PUBLIC DEBT
Public debt outstanding
-Table 23. Desecription of the public. debt issues outstanding June 30, 1942
(daily Treasury statement, revised, basis) ... .. ..o .__________= 486
Table 24. Principal of the public debt outstanding at the end of each ﬁscal
year from 1853 to 1942 (daily Treasury statement, revised, basis)_ ... 507
_Table 25. Comparative statement of the public debt outstandlng June 30,
1935 to 1942 (daily Treasury statement, revised, basis) ... ... _._____ 509
Table 26. Composition of the public debt at the end of the fiscal years 1916
to 1942, and by months from July 1941 to June 1942 (daily Treasury
statement, revised, basis) - .- . 511

~

Publu: debt operations

Table 27. Public debt receipts and expenditures, monthly July 1941 to June
1942, with totals for-the fiscal years 1941 and 1942 (daily Treasury state- )
ment unrevised, basis) - . e 512
Table 28 Public debt retirements chargeable against ordinary receipts
during the fiscal year 1942, and cumulative totals from July 1, 1917, to
June 30, 1941 and 1942, by gources and issues (daily Treasury statement ’
revised, basis) ... o oo 520
Table 29, Summary of ‘transactions in interest-bearing and noninterest- ’
bearing securities, fiscal year 1942 (dally Treasury . statement rev1sed

DaSIS) - o e e e 522
Table 30. Summary of transactions in interest-bearing secuntles, by form

of issue, fiscal year 1942 (daily Treasury statement, revised, basis). ... 524

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



CONTENTS : ' X1

Page
Table 31. Changes in interest-bearing debt, by issues, fiscal year 1942 (daily
Treasury statement, revised, basis) - __ ... . ________ 525
Table 32, Transactlons in nonrnterest-bearmg securities, - by issues, fiscal
year 1942 (daily Treasury statement, revised, basis) . __ .. _______.___.__ 530
Table 33. Issues, maturities, and redemptlons of interest-bearing securi-
ties, exclusive of trust account and other special issues, July 1941
through June 1942 . _ e 538
Table 34. Sources of public debt increase or decrease, fiscal years 1915 to
1942 (daily Treasury statement, unrevised, basis) . .. __.____ 543
Table 35. Transactions on account of the cumulative sinking fund fiscal -
" year 1942 (daily Treasury statement, revised, basis)..___.__.________ 545
Table 36. Transactions on account of the cumulative sinking fund, fiscal
years 1921 to 1942 (daily Treasury statement, revised, basis) ... ._.__.__ 545
Table 37. Securities retired through the cumulative sml\mg fund, par
amount and principal cost, to June 30, 1942 (dally Treasury statement
revised, basis) - - - - - e emeeee 546
United States savings bonds
»Table 38. Sales and redemptions of United States savings bonds, by.
‘' months fiscal year 1942 and cumulative total from March 1, 1935, to
June 30, 1942 . _ e 547
Table 39. Sales of United States savings bonds, by months and denomina-
tions, fiscal year 1942  _ _ e 548

Table 40. Summary of sales and redemptions of United States savings

bonds, by series, for the fiscal years 1935 to 1942 and monthly for the

fiscal year 1942 e mmmmemio e 550
Table 41. Sales of United States savings bonds reported by series, classrﬁed

by denomination, for the fiscal years 1941 and 1942 and monthly for the

fiscal year 1942 _ _ e 553
Table 42. Sales of United States savings bonds reported by series, classified -

by type of purchaser, for the fiscal years 1941 and 1942 and monthly for

the fiscal year 1942 _ . _ _ _ _ _ e ~ 555
Table 43. Sales of United States savings bonds reported by series, classified

by-States, for the fiscal years 1941 and 1942 and monthly for the fiscal

vear 1942 . . o e 556

Postal savings stamps

Table 44, Summary of sales and redemptions of postal savings stamps for

the fiscal years 1941 and 1942 and monthly for the fiscal year 1942______ * 560
Table 45. Gross sales of postal savings stamps, classified by denomination, .
for the fiscal years 1941 and 1942 and monthly for the fiscal year 1942___ 561

Table 46. Redemptions of postal savings stamps, classified by means of
payment, for the fiscal years 1941 and 1942 and monthly for the fiscal

year 1942 i eleecdeloeo 562
Table 47. Gross sales of postal savings stamps, by States, for the fiscal
years 1941 and 1942 and monthly for the fiscal year 1942_____________ 563

Treasury lax savings notes

Table 48. Sales and redemptions of Treasury tax savings notes, by months,

fiscal year 1942 . . . i 565
Table 49, Summary of sales and redemptions of Treasury tax savings i
- notes, by series, monthly and total for the fiscal year 1942_______.__.__ . 566
Table 50. Sales of Treasury tax savings notes reported by series, classrﬁed

by denomination, monthly and total for the fiscal year 1942__________ 568
Table 51. Sales of Treasury tax savings notes reported by series, classlﬁed Co

by type of purchaser, monthly and total for the fiscal year 1942________ 570
Table 52. Redemptions of Treasury tax savings notes by series, classified by

means of payment, monthly and total for the fiscal year 1942 _________ 572

Interest on the public debt
Table 53. Interest on the public debt, payable, paid, and outstandlng un-

paid, fiscal year 1942 (daily Treasury statement, revised, basis) _.___.__ 574
Table 54. Interest paid on the public debt, by issues, fiscal years 1940 to
1942 (warrant basis) . e, 575

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



xa@ CONTENTS

X . Page
Table 55. Amount of interest-bearing debt outstanding, the computed
annual. interest charge, and the computed rate of interest, for the fiscal
years 1916 to 1942 and by months from July 1941 to June 1942 (daily

Treasury statement, revised, basis)_ - .. ... _ e 577
- Table 56. Interest pald on the securltles 1ssued or guaranteed by the United

States Government, classified by tax status, fiscal years 1913 to 1942--- 578

Miscellaneous .

Table 57. Contingent liabilities of the United States, June 30, 1942______ 580
Table 58. Contingent liabilities of the United States as of June 30, 1935

: to 1942 (daily Treasury statement, revised, basis) ... ______._____._ 584
Table 59. Average yield on long-term Treasury bonds, by months,

January 1919 to June 1942_ _ _ _ ________ Ll .__._ 585
Table 60. Prices and yields of public marketable securities issued or

guaranteed by the United States-________._____ .. ._.______. 586

Table 61. Summary data from Treasury survey of the ownershlp of securi-
ties issued or guaranteed by the United States, analyzing the ownership
of such securities by classes of holders: of each issue outstanding on
June 30, 1942 e e 588

CONDI'I‘ION OF THE TREASURY EXCLUSIVE OF PUBLIC DEBT LIABILITIES

Table 62. Current assets and liabilities of the Treasury at the close of the )
fiscal years 1941 and 1942 (daily Treasury statement, unrevised, basis). 594
Table 63. Balance in the General Fund of the Treasury at the end of each

month, fiscal year 1942 (daily Treasury statement, unrevised, basis)_ .. 595
Table 64, Assets and liabilities of the exchange stabilization fund as of

- June 30, 1941 and 1942 _____ e 596
Table 65. Securitiés other than obligations of foreign governments owned

by the United States Government, June 30, 1942____________________ 598

Table 66. Principal of the funded and unfunded indebtedness of foreign
governments to the United States, the accrued and unpaid interest
thereon, and payments on account of ' principal and interest, as of
November 15, 1942 _ _ _ __ __ __ e 600

Table 67. Prmmpal of the funded and unfunded indebtedness of foreign
governments to the United States, the accrued and unpaid interest
thereon, and payments on account of principal and interest, as of
November 15 of edach year from 1928 to 1942___' ____________________ 601

TRUST AND SPECIAL FUNDS FOR WHICH INVESTMENTS ARE MADE BY THE
TREASURY DEPARTMENT

Table 68. Adjusted service certificate fund, June 30, 1942__ ____________ 602
Table 69. Ainsworth Library fund, Walter Reed General Hospltal June
. 30, 1942 . et mmees 603
Table 70. Alaska Railroad retirement and disability fund, June 30, 1942_ 603
Table 71. Canal Zone retirement and disability fund, June 30, 1942 604
Table 72, Civil service retirement and disability fund June 30 1942 __ . + 605
Table 73. District of Columbia teachers’ retirement fund—Assets held
by the Treasury Department, June 30, 1942 _ _______.___ ______._.___ 606
Table 74. District of Columbia water fund—Investments held by the
Treasury Department, June 30, 1942____. __________ oo __.. 608
Table 75. District of Columbia workers’ compensatlon fund—Assets held
-by the Treasury Department, June 30, 1942_ _ ________________._._.___. 608
Talbglz 76. Federal old-age and survivors insurance trust fund, June 30, 609
Table 77. Foreign service retirement and disability fund, June 30, 1942__ 610
Table 78. Library of Congress trust fund, June 30, 1942_________._______ 611
Table 79. Longshoremen’s and harber workers’ compensation fund—
Assets held by the Treasury Department, June 30, 1942______.________ 614
Table 80. National Cancer Institute gift fund, June 30 1942 ____________ 614
Table 81..National Institute of Health gift fund June 30 1942 ________ - 615
Table 82. National park trust fund, June 30, 1942 TIIIC 617 -
Table 83. National service life insurance fund June 30, 1942___.________ 618
Table 84. Pershing Hall Memorial fund, June’ 30; 1042’ TTTTTTIIIID 618
Table 85. Railroad retirement account, June 30, Noag_ L TITTTTTTTTTT 619
Table 86. Unemployment trust fund, June 30, 1942____ .. ______________ 620
Table 87. United States Government life msurance fund—Investments,
June 30, 1942 _ oo 623

Digitized for FRASER
http://fraser.stlouisfed.org/

Federal Reserve Bank of St. Louis



CONTENTS ) XIII

GOVERNMENT CORPORATIONS AND CREDIT AGENCIES

. Page

Table 88. Combined statement of assets and liabilities of Government = .

corporations and credit agencies, June 30, 1942____ - ________ .. ___._ 624
Table 89. Proprietary interest of the United States in Government cor-

porations and credit agencies, June 30, 1930 to 1942_____..__ R 631 .
‘Table 90, Sources of funds of certain Government corporations and '

credit agencies from inception of organizatioh to June 30, 1942___.___ - 633
Table 91. Uses of funds of certain Government corporations and credit

agencies from inception of organization to June 30, 1942_.___.______._.. 635
Table 92. Sources of funds of certain Government corporations and credit

agencies, fiscal year 1942_ _ ___ e - 636 .
Table 93. Uses of funds of certdain Government corporations and credit

agencies, fiscal year 1942 . ______:___._________. DI, e n 637

STOCK AND CIRCULATION OF MONEY IN THE UNITED STATES

Table 94. Stock of money, money in the Treasury, in the Federal Reserve

Banks, and in circulation June 30, 1913 t6 1942________________..__... 638
Table 95. Stock of money, by kinds, at the end of each fiscal year from

1913 to 1942 _ e e 64Q -
Table 96. Money in circulation, by kinds, at the end of each fiscal year

from 1913 to 1942, .. . e ceeeeeeeeean 641
Table 97. Stock of money, money in the Treasury, in the Federal Reserve

Banks, and in circulation, by kinds, June 30, 1942__________________.._ - 642

TAX-EXEMPT AND TAXABLE SECURITIES

Table 98. Estimated amount of interest-bearing securities issued by all
governmental units in the United States outstanding on June 30, 1942,
classified by tax status and by type of issuer_ . . _________.____________ 643

Table 99. Estimated amount of interest-bearing securities issued by all
governmental units in the United States outstanding on June 30, 1913 to
1942, classified by tax status and by typeofissuer. . _____._____.___._._ 646

Table 100. Estimated ownership of all interest-bearing Government
securities outstanding, classified by issuer and by tax status, June 30,

1037 to 1942 e 656

MISCELLANEOUS

Table 101. Net expenditures for Federal aid to States, individuals, ete.
(exclusive of emergency appropriations from which grants are made to
States), fiscal years 1920, 1941, and 1942, and amounts appropriated for
1943, by appropriations_ . ___ . ___ . ______._ . _____._.__. - 660

Table 102. Expenditures made by the Government as direct payments to
States, etc., under cooperative arrangements and expenditures within
States which provided relief and other aid, fiscal year 1942____________ 664

Table 103. Number and amount of awards of the Mixed Claims Com-
mission, United States and Germany, certified to the Secretary of the
Treasury by the Secretary of State and the amount paid and balance due, -
by classes, as of September 30, 1942___ __ _ . _______________________. 672

Table 104. Transactions in commodity stamps, fiscal years 1939 to 1942 and
by months from July 1941 to June 1942_____ .. __ .. _______________._ - 674

ESTIMATES

Table 105, Receipts and expenditures of general and special accounts,
actual for the fiscal year 1942 and estimated for the fiscal years 1943 and .
1944, in detail __._____ PR e e e 675
Table 106. Receipts and expenditures of trust accounts, ete., actual for the
fiscal year 1942 and estimated for the fiscal years 1943 and 1944, as
exhibited in the Budget for 1944___________________________________ 697

Table 107. Summary of cash operations of the United States Treasury for
the fiscal year 1942 and estimated for the fiscal years 1943 and 1944, as

exhibited in the Budget for 1944___________________________________ 710
Index. e eeem 711
Digitized for FRASER . 4

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



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



SECRETARIES, UNDER SECRETARIES, AND ASSISTANT SECRETARIES
OF THE TREASURY DEPARTMENT FROM MARCH 4, 1933, TO NOVEM-
BER 15, 1942,' AND THE PRESIDENT UNDER WHOM THEY SERVED

Term of service,

Official Secretary of the Treasury | President
From— To—
Secretaries of the Treasury ]
Mar. 4,1933 | Dec. 31,1933 | William H, Woodin, New York_.__|.. .. oeoennomo s Roosevelt.
Jan, 11,1934 j.___.. PO, Henry Morgenthau, Jr., New York.|..._ ... oo ... Roosevelt.
Under Secretaries
May 19,1933 | Nov. 16,1933 | Dean G. Acheson, Maryland.______ Woodin. ..o Roosevelt.
Nov. 17,1933 | Dec. 31,1933 | Henry Morgenthau, Jr., New York.; Woodin_... Roosevelt.
May 2,1934 |} Feb. 15,1936 Thonl.ljas Jefferson Coolidge, Mas- | Morgenthau___...___..__ ‘Roosevelt.
sachusetts.
Jan, 28,1937 | Sept. 15,1938 | Roswell Magill, New York_________ Morgenthau____.______.. Roosevelt.
Nov, 1,1938 | Dec. 31,1939.| John W. Hanes, North Carolina....| Morgenthau_ Roosevelt.
Jan, 18,1940 | o oeaeao.. Daniel W, Bell, Ilinois_. _...____.. Morgenthau__....______. Roosevelt.
Assistant Secretaries
Apr. 18,1933 | Feb. 15,1936 | Lawrence W. Robert, Jr., Georgia..] Woodin, Morgenthau__.| Roosevelt.
June 6,1933 | Sept. 30,1939 | Stephen B, Gibbons, New York...{ Woodin, Morgenthau...| Roosevelt.
June 12,1033 | Dec. 12,1933 | Thomas Hewes, Connecticut._ Woodin__. oo Roosevelt.
Dec. 1,1934 { Nov. 1,1937 | Josephine Roche, Colorado.. Morgenthau. .. Roosevelt.
Feb. 19,1038 | Feb. 28,1939 | Wayne C. Taylor, Illinois___ Morgenthau. .. Roosevelt.
July 11,1938 | Oct. 31,1938 | John W, Hanes, North Carolina___.} Morgenthau. .. Rooseveit.
June 23,1939 |. Herbert E. Gaston, New York_____ Morgenthsu. :| Roosevelt.
Jan. 18,1940 John L. Sullivan, New Hampshire.| Morgenthau_._.._.____.. Roosevelt,

1 For officials since 1789 see annual re,

for 1933.
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ANNUAL REPORT ON THE FINANCES

TrEASURY DEPARTMENT,
Washington, D. C., January 6, 1943..

Sir: I have the honor to make the following report on the finances
of the United States for the fiscal year ended June 30, 1942. The
change from a national defense to a war basis, as the result of the
Pearl Harbor attack, has been reflected in every aspect of the fiscal -
and other operations for which the Treasury Department is respon-
sible. Government expenditures were vastly increased to cover war
requirements; financing plans had to be revised in the light of the
new scale of expenditures and new revenue legislation; other activities,
such as those in the field of international monetary matters and
foreign funds control, procurement for the lend-lease and strategic
and critical materials, and enforcement activities relating to the con-
trol of exports and the protection of vessels and harbors, likewise had
to be adjusted speedily to an all-out war basis. Detailed information
with respect to these adjustments appears throughout the report.

BUDGET RESULTS
Receipts and expenditures, general and special accounts

The following table shows the receipts and expenditures for the
" fiscal years 1941 and 1942 and the increase or decrease in 1942 receipts
and expenditures as compared with the fiscal year 1941.

Receipts and expenditures, fiscal years 1941 and 1942

[In millions of dollars. On basis of daily Treasury statements (unrevised), see p. 387.]

Incr(eiase
or de-
1941 ¢ 1942 erease

(=)
Receipts:

- Internal revenue: :
Income tax 3,470 7,960 4, 490
Maiscellaneous internal revenue 2,967 3,847 880
Social security taxes________._.__.._____. 788 1,016 228
Taxes upon carriers and their employees 137 170 |- 33

Railroad unemployment insurance contributions R 7 8 1
[974F:1713 ¢ 1 JR RO e menanan 392 389 -3
~ Miscellaneous receipts:
Return of surplus funds from Government corporations........... 319 22 —297
Other_.__________________ SRRSO 189 | - 256 66
Total receipts. 8,269 | 13,668 5,399
Deduct net appropriation for Federal old-age and survivors insurance )

trust fund . i caccmcccceccceeean 661 869 208
Net receipts_ e ccccccccmcmeann 7, 607 12,799 5,192

Footnotes at end of table.
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2 : REPORT OF THE SECRETARY OF THE TREASURY

Receipts and expenditures, fiscal years 1941 and 1942—Continued

- [Xn millions of dollars]

Incr(eiase
R or de-
. 1941 1942 crease
)
Expenditures:
. I. General:
Departmental (not otherwise classified) ... .. ...._._. 676 685 10
Agriculture Department:
Agricultural Conservatron and Adjustment Administration. ‘824 786 —38
1T S LN 56 190 135
Federal Security Agency: .
Civilian Conservation COrps......_...._ oo 257 163 —95
National Youth Administration . 90 88 C=2
Socle] Security Board ... ...l 423 473 50
101 T- URRUI N 66 75 9
Federal Works Agency:
Works Projects- Administration. ... ... . ... ... 1,285 882 —402
L0175 PSP 347 242 —105
Interior Department: .
Reclamation projeets. .. e 86 91 6
National Housing Agency- 17 17 |oeeaeas
Panama Canal. o eciiciacceiacnan 29 38 8
Post Office Department (deficieney) . - -....._.._...____._.__._. 30 18 —12
Railroad Retirement Board..._.___._.__.__ 7 10 3
River and harbor work and flood control... 219 191 -~28
Tennessee Valley Authority. . . ... 51 127 76
Treasury Department: .
. Interest on the publicdebt________________._.________ ' _____ 1,111 1, 260 149
Refunds of taxes and duties.. : 90 94 5
Veterans’ Administrations. ..o 553 555 2
Subtotal . .. .. e 6, 2156 5, 086 —228
II. War activities:
War Department ..ol 3,678 14 070 10, 392
Navy Department. ... el 2,313 8, 580 8, 267
Federal Security Agency......________... 108 152 44
Federal Works AgenCy - - oo oo e | 62 62
National Housing Ageney.____._____________ 45 207 252
Selective Service (administrative expenses) . . 18 33 - 15
United States Maritime Commission....._._._...___. 51 929 878
War Shipping Administration. ... . il|eemeeaao. 132 132
Aid to China 200 200
L0117 2T RO, 88 1, 556 1,468
Subtotal ... 6, 301 26, 011 19, 710
III. Revolving funds (net):
Farm Credit Administration ... .. . ... e 59 7 67
Federal Farm Mortgage Corporation (capital stock reduction, .
act June 25, 1940) _ - . ecmiecemmmean 0100 | oo.... 100
Public Works Administration_..._..._._. e memammmenm e 23 11 —~12
Subtotal. ..ol ciiiiiiieaes o 136 18 155
IV. Transfers to trust accounts, etc.:
djusted service certificate fOnd -« oo oo, 10 [ooooo —-10
Agricultural Marketing Administration (surplus commodity
SEAMIDS) - o e eemmmeeifamemnann 126 36
Federal contribution to District of Columbia (U 5. share) [ P
QGovernment employees’ retirement funds (U. S. share)......... 103 10
National service life insurance fund.__..___._______._.___ 1 1
Railroad retirement acecount. . .. ___ s oo _o...... 141 17
Railroad unemployment insurance edmlmstrntion fund transfers )
to unemployment trust fund (act Oct. 10,1940) . ______________ 8 4 -4
SUDEOLAL - o ol oo et aeama s e mee e e eaanans 331 381 50
. Totalexpenditures (excluding public debt retirements) ...... 12,711 32,397 19, 686
Net deficit....oooooooo o ccccaacaaas SR 5,103 19,508. [ . 14,494
& Excess credits (deduct). - ‘r Revised,

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

A .
Receipts in general and special accounts

Federal revenues reached an unprecedented level in the fiséal year
1942. This was the second full year to be affected by the exertion
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of a national effort to meet the demands of & broad defense program.
The outbreak of war in December 1941 accentuated the necessity for
record production. The continuing increase in industrial activity,
with its accompanying increase in employment, income, and national
buying power, became one of the principal factors contributing to the
.marked increase in revenues.

The Revenue Act of 1941, approved September 20, 1941, was shaped '
by the necessity for a tax program which would more nearly keep
pace with the rapid. acceleration of Federal expenditures. With ref-
erence to the individual income tax, the act lowered personal exemp-
tions and increased surtax rates. Corporation income and excess
profits taxes were increased. KExcises were increased on most of the
commodities already being taxed, new excises were imposed on many
commodities, and estate and gift taxes were increased.

Recetpts by major sources, fiscal years 1941 and 1942}
[Dollars in millions) X

Increase or decrease | Percent of
(—), 1942 over 1941 | total in-
crease in
receipts
from
Source 1941 1042 . general
. and
Amount | Percent special
accounts,
| 1942 over
- 1941
Internal revenue:
Income and excess profits taxes:
Corporation: .
Income tax, current 2__ $1, 649 0 $2,764.0 | $1,115.0 67.6 20.7
Excess profits tax__..__ - 1,618.2 | 1,453.9 884.9 26. 9
Declared value excess profits tax..___._ . 28 1 52.2 24.1 85.8 .4
‘Total corporation__._..._.. . .._._.. 1,841.4 | 4,433.4 | 2,593.0 140.8 48.0
Individual, current. ... .. .. ........ 1,314.3 | *3,108.0°| 1,793.7 136.5 33.2
Back taxes: ’ -
Corporation and individual mcome.... 306. 4 460.1 153.7 50.2 2.9
Unjust enrichment tax. .. _....____.__. 9.1 4.4 —4.7 —51.6 —.1
Total back taxes .. ..cocoeooooaooo. 315. 4 464.5 149.1 47.3 2.8,
Total income and. excess profits taxes
(collection basis) .. .. ... ... 3,471.1 | 8,008.9 | 4,535.8 130.7 84.0
Adjustment to daily Treasury . .
statement basis, unrevised._.__ -1.5) ~46.4 —44.9 |.o... -.8
Total income and excess profits taxes
(daily Treasury statement basis, ] ’
unrevised). ..o oooooooooicooiooo 3,469.6 | 7,960.5 | 4,4900.9 129.4 83.2
Miscellaneous internal revenue:
Capital stock tax._ ... ... ... 166. 7 281.9 115.2 69. 1 2.1
Estate taX . e eccciaaaas 355.2 340.3 —14.9 —4.2 -3
(€3 125 PN 51.9 92.2 40.3 77.6 .7
Liquor taxes % _ .. eo... 819.9 | 1,046.9 227.0 27.7 4.2
Tobacco and products taxes 2. _ 697.7 780.8 83.1 11.9 L5
Stamp taxes. .. ... ..ol 39.1 417 2.6 6.6 .1
Manufacturers’ excxse taxes:
Gasoline... ... .. ..ol 343.0 369.6 26.6 7.8 5
Automobiles, trucks, tires, tubes, and . . .
parts or accessories 156.3 180. 5 24.2 15.5 4
Electrical energy .. .. 47.0 50.0 3.0 6.4 1
Lubricating oils. .. 38.2 46.4 8.2 21.5 .1
Allother2 __ . . .. ... 32.5 121. 8 89.3 274.8 L7
Total manufacturers’ excise taxes.._. 617.0 768.3 151.3 24.5 2.8
Retailers’ excise taxes.coo oo uoooaaaa) oo e 80. 2 80.2 ..ol . 1.5

Footnotes at end of table,
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Receipts by major sources, fiscal years 1941 and 1942—Continuedvr

{Dollars in millions]

Increase or decrease| Percent of
(—), 1942 over 1941 total in-
. crease in
, receipts
Source 1941 1942 from general -
and special
. Amount | Percent | accounts,
: . 1942 over
! . 1941
Internal’revenue—Continued.
Miscellaneous internal revenue—Continued.
Miscellaneous taxes:
Telegraph, telephone, cable, and radio
facilities, ete....._.._. $48.2
Local tclephone service. 26.8
Transportation of oil by 13.5
Admissions. .. 115.0
Use of motor v 72.9 4
Sugartax 3. ... ... 68.2 1
All other, including repealed taxes3....|. 60.8 30.3 182.8 7
Total miscellaneous taxes....._. I 405.4 198.2 95.7 3.7
Total miscellaneous internal revenue C
(collection basis) .. ..... ... 2,054.6 | 3,837.7 883.1 20.9 |- -16.3
Adjustment to daily Treasury
statemnent basis, unrevised.._.| 12.3 9.4 —2.9 [l
o Total miscellaneous internal révenue
(daily Treasury statement basis,
unrevised) ... .oicoeoooccacaeaen. 2,966.9 | 3,847.1 880.2 29.7 16.3
Employment taxes:
Employment by other than carriers:
ederal Insurance Contributions Act.. 690. 6 895.6 205.0 29.7 3.8
Federal Unemployment Tax- Act...... 97.7 119.9 22.2 22.7 .4
Total.____.______..__. - 788.2 1,015.6 227.4 28.9 4.2
Carriers and their employees. R 136.9 170.0 33.1). 24.2 .6
Total e[mployment L£:5. (X SO 925.2 | 1,185.6 260. 4 28.1 4.8
Total internal revenue. . _......o....... 7,361.7 | 12,003.1 | 5,631.4
Railroad unemployment i insurance contributions. - 6.8 8.5 1.7
(0151703 ¢ 1. T RPN -« 3919 388.9 —-3.0
Total internal revenue taxes, railroad unein-
ployment insurance, and customs...___.... 7,760.4 | 13,390.5 [ 5,630.1 72.v5 104.3
Miscellaneous receipts......... e 508.2 277.4 | —230.8 | -—45.4 —4.3
Total receipts, general and special accounts_.| 8,268.5 | 13,667.9 | 5,399.4 65.3 100.0
Deduct: Net appropnatlon for Federal old-age and
survivors insurance trust fund 661.3 868.9 207.6 F:2 I T .
Net receipts, general and special accounts....|. 7,607.2 | 12,799.1 | 5,191.9 68.2 |

1 The detail of income taxes and 1niscellaneous internal revenue taxes is on the basis of internal revenue
collections with totals adjusted to daily Treasury statement basis, unrevised. Employment taxes, railroad
unemployment insurance contributions, customs, and miscellaneous receipts are shown on the daily
Treasury statement basis, unrevised. General and special aceounts are combined.

2 Collections for credit to trust funds are nnt included.

8 “All other, including repealed taxes” includes tobacco floor stocks taxes (receipts under 1940 and prior
acts); narcotics, ineluding marihuana and special taxes; National Firearms Act; hydraulic mlmng tax; and
all other repealed taxes not reinstated by the Revenue Act of 1941,

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

The effect of the above legislation was not completely reflected in
the fiscal year 1942 receipts because of statutory lags in collections.
However, the total receipts in general and special accounts, amount-
ing to $13,667.9 millions, were $5,399.4 millions above the record
level of the preceding ﬁscal year.

A comparlson of receipts for the fiscal years 1041 and 1942 is pre-
gsented in the table above. The trend in receipts by major sources
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“for the fiscal years 1935 to 1942 is shown in the chart on page 6. A
more detailed comparison of internal revenie receipts appears in table
7 on page 434 of this report.’

Total receipts in general and special accounts were $13,667.9
millions, an increase of $5,399.4 millions or 65.3 percent over the total
of $8,268.5 millions received in the fiscal year 1941. The bulk of
receipts in the fiscal year 1942 was derived from relatively few sources.
Current corporation income and excess profits taxes, current individ-
ual income taxes, employment, liquor, and tobacco taxes accounted
for 76.8 percent of the total receipts.

Income and excess profits taxes, which contributed 42.0 percent of
total receipts in the fiscal year 1941, rose to 58.2 percent in the fiscal
year 1942 as the Revenue Act of 1941 drew deeply from an increasing
national income. . This marked increase in receipts from income and
excess profits taxes was responsible for a decrease in the ratio of re-
ceipts from other sources to total receipts. Receipts from miscel-
laneous internal revenue and employment taxes, though marked by
‘increases in amounts, dropped in their proportions to total receipts
from 35.9 percent and 11.2 percent, respectively, in the fiscal year 1941
to 28.2 percent and 8.7 percent in the fiscal year 1942. Miscel-
laneous receipts and customs receipts decreased both in amount and
in percentage. ‘ ,

Income and excess profits tax receipts, reflecting higher income
levels, higher tax rates, and the broader tax bases of the Revenue Act

" of 1941, rose to $7,960.5 millions in 1942, an increase of $4,490.9
millions or 129.4 percent over the receipts in 1941. Income taxes
-contributed 83.2 percent of the total increment in receipts from general
and special accounts in 1942.

. "~ Current corporation income tax receipts in 1942, which include
collections from the corporation normal tax and surtax imposed by the.
Revenue @&ct of 1941, amounted to -$2,764.0 millions. This is an
increase of $1,115.0 millions or 67.6 percent over the receipts in 1941,
The increase was dttributable to higher income levels and increased
tax rates existing in the calendar year 1941 as compared with the
calendar year 1939. Liabilities of the calendar year 1940 are reflected
to approximately the same extent in each of the fiscal years 1941 and

1942, Under the Revenue Act of 1938, operative in the calendar year
1939, the single corporation income tax in effect taxed corporations
with net incomes in excess of $25,000 at rates which varied from 16%
percent to 19 percent; depending on the percentage of net income paid
in dividends. In 1939, corporations with net incomes of $25,000 or
less were taxed at 12} percent, 14 percent, and 16 percent. Under
the Revenue Act of 1941, effective in the calendar year 1941, the
corporation normal tax rate was 24 percent for corporations with
normal-tax net incomes in excess of $25,000, and corporations with
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normal-tax net incomes of:$25,000 or less were taxed at graduated rates
of 15 percent, 17 percent, and 19 percent. In addition, in 1941, the
'RECEIPTS, | FISCAL YEARS 1935 TO 1942, CLASSIFIED BY MAJOR SOURCES

DOLLARS
A DOLLARS
Billions ‘ ; Billions
A 13 i3
2 —p 2
; % Other
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: . FISCAL YEARS *
CHART 2.
tExciundes trust accounts and net appropriation to the Federal old-age and survivors insurance trust

und,

. corporation surtax imposed a levy of 6 percent on surtax net income
not over $25,000 and a levy of 7 percent on surtax net income over
$25,000. No such surtax was effective in the calendar year 1939.

. 1

v
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The effect of much greater business activity in the calendar year
1941 compared with the calendar year 1939 was offset to some extent
by the allowance of the excess profits tax imposed by the Revenue
Act of 1941 as a deduction in computing normal tax and surtax net
income and the allowance of a 2-year operating loss carryover de-
duction. No such excess profits tax existed in the calendar year
1939 and no operating loss carryover was allowed in computing net
income.

Corporation excess profits -tax recelpts in the ﬁscal year 1942
amounted to $1,618.2 millions, an increase of $1,453.9 millions or -
884.9 percent over collections of $164.3 millions in the fiscal year
1941. Receipts in the latter year represented the collection of only
part of the calendar year 1940 liabilities. Fiscal year 1942 receipts,
in turn, consisted of collections resulting from calendar year 1940 -
hablhtles and, in addition, from liabilities of the calendar year 1941.
Also contributing to the increase was the fact that the excess profits
tax under the Revenue Act of 1941 was computed before the income
tax. Previously, the income tax had been allowed as a deduction
from the excess profits tax. Under the Revenue Act of 1941, cor-
porations were taxed at rates which varied from 35 percent to 60
percent of their adjusted excess profits net income, depending on the
absolute amount of such income. .

Declared value excess profits tax receipts in the fiscal year 1942
-amounted to $52.2 millions as compared with $28.1 millions in 1941.
This increase of 85.8 percent may be accounted for by the substantial
rise in income levels in the calendar year 1941 as compared with 1939 .
and by the 10 percent higher tax rates imposed. '

Receipts from back taxes on both corporate and individual income
amounted to $460.1 millions in the fiscal year 1942, an increase of
$153.7 millions or '50.2 percent over the comparable receipts in the
preceding: year. |

Current individual income tax receipts in 1942 of $3,108.0 millions .
were $1,793.7 millions or 136.5 percent greater than .receipts of
$1,314.3 millions in 1941. ,

In the comparison of the receipts from the corporatlon and income
and excess profits taxes, the explanation of the increase in the fiscal
year 1942 over the fiscal year 1941 was limited to a comparison of
the income levels and tax laws existing in the calendar year 1941
as compared with the calendar year 1939. It was possible to elimi-
nate the calendar year common to both fiscal years, in this case
calendar year 1940, because of the even dlstrlbutlon of receipts from
that year between the two fiscal years.

In the case of the individual income tax, the hablhtles of a calendar
year are not divided evenly between the two fiscal years affected.
In discussing the relative receipts of the fiscal years 1941 and 1942,
the liability year 1940 cannot be disregarded as the greater portion
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of receipts from the tax liabilities of that year are received in the
fiscal year 1941. The relative income levels and tax laws of all three
calendar years 1939 through 1941 must be considered in the comparison.

The Revenue Act of 1940 lowered personal exemptions of married
persons and single heads of families from $2,500 to $2,000 and of single
persons from $1,000 to $800, increased surtax rates on income from
$6,000:to $100,000, and added a defense tax of 10 percent of the basic
tax or net income after the basic tax, whichever is less.

The Revenue Act of 1941 lowered personal exemptions further
(from $2,000 to $1,500 in the case of married persons and single heads
of families and from $800 to $750 for single persons), increased the
surtax rates on all incomes, and climimated the former exemption of

" the first $4,000 of surtax net income. Changes in the act of lesser
importance were the elimination of a credit of $400 for the first de-
pendent in the case of persons who are made heads of families only
because of such dependents, and the adoption of a simplified income
tax form for the optional use of persons with gross income of $3,000
or less derived wholly from certain specified sources. The defense
tax was eliminated by the Revenue 'Act of 1941 and was integrated
into the surtax rate structure.

Miscellaneous internal revenue receipts were $3,847.1 millions in
the fiscal year 1942, an increase of $880.2 millions or 29.7 percerit over
1941 receipts of $2,966.9 millions. Many factors affecting the various
taxes included in this category contributed to the increase, the prin-
cipal ones being higher incomeé levels, increased tax rates;, and the
enactment of new taxes. The increase in miscellaneous internal
revenue receipts accounted for 16.3 percent of the total increase in
receipts from general and special accounts in 1942,

Capital stock tax receipts in 1942 amounted to $281.9 millions, an
increase of 69.1 percent over receipts in 1941, which amounted to

- $166.7 millions. Part of this dlﬁerence is attnbutable to an increase
in the tax rate from $1.10 to $1.25 per $1,000 of capltal stock valua-
tion. Since capital stock tax valuation for the fiscal year 1942 was

- expected to determine the basis for declared value excess profits
tax purposes for the calendar years 1941 through 1943, tax receipts
were affected by expectations of income for these years. Fiscal year
1941 collections were similarly "dependent upon anticipated income
levels for the calendar year 1940.

Estate tax receipts of $340.3 millions in the fiscal year 1942 were
$14.9 millions or 4.2 percent less than in the preceding year. The
decrease resulted from a decline in the general level of property valua-~
tion for tax purposes during the periods in which liability was incurred
and from the fact that the 1941 receipts included the taxes.on two
exceptionally large estates. The 15-month statutory lag permissible
in the filing of estate tax returns, and the fact that estates can be given
a valuation as of the date of death of the decedent or one year later
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are important factors in the valuation of estates for tax purposes,

~in addition to the ordinary trends and cyclical fluctuations of property
values. The amount of the decline in 1942 was reduced by the 10
percent defense tax increase of the Revenue Act of 1940, which was
partially reflected for the first time in the 1942 receipts. However,
the rate increases of the. Revenue Act of 1941 do not become substan- .
tially effective until the fiscal year 1943 because of the lag permissible
in the filing of returns. v

Gift tax receipts of $92.2 millions in the fiscal y(—,ar 1942 were
$40.3 millions or 77.6 percent greater than in the fiscal year 1941,
which was itself a year of unusuaily large receipts. The inc_rease
reflected the special tax-saving incentives for making gifts in the
calendar year 1941 furnished by the increased estate, gift, and indi-
vidual income tax rates of the Revenue Act of 1941.

Receipts from miscellaneous revenue sources other than the capital
stock, estate, and gift taxes rose materially during 1942. The increase
reﬂected not only the enactment of a considerable number of new taxes
under the Revenue Act of 1941, but also the general increase in con-,
sumer incomes during the year. ‘

Liquor tax collections totaled $1,046.9 millions in 1942, a gain of
27.7 percent over the 1941 aggregate of $819.9 millions. Receipts from
distilled spirits in 1942 amounted to $574.3 millions, an increase of
34.0 percent compared with the preceding year, while fermented malt
liquor taxes were $366.2 millions as against $316.7 millions in 1941,
an increase of 15.6 percent. The additional revenue in the case of
distilled spirits was partly due to the increase in the tax rates, effective
October 1, 1941, from $3 a gallon to $4 a gallon and on brandy from
$2.75 a gallon to $4 a gallon. No change in tax rates on fermented
malt liquor took place.

Total tobacco taxes aggregated $780.8 millions compared with
$697.7 millions in 1941. Receipts from small cigarettes, comprising
the major portion of tobacco taxes, amounted to $704.9 millions in
1942 compared with $616.7 millions in 1941; a gain of 14.3 percent.
The tax rate on small cigarettes remained unchanged throughout
the fiscal year.

Manufacturers’ excise taxes totaled $768.3 millions in 1942 com-
pared with receipts of $617.0 millions in 1941. This increase of 24.5
percent took place despite the fact that most sources of revenue
within the category were affected adversely by the ¢onversion of pro-
duction to war requirements. Gasoline taxes, which produce the
largest single amount of revenue in this group, aggregated $369.6
‘millions as against $343.0 millions in 1941, an increase of 7.8 percent.

_The tax rate was not changed by the Revenue Act of 1941. However,
‘the 1942 figure represents a full year’s collection at the present law
rate of 1% cents per gallon, whereas, due to the lag in collections, the
1941 yield included one month’s receipts at the lower rate of 1 cent
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per gallon imposed by the Revenue Act of 1940. Receipts from
excise tax on motor vehicles, tires, tubes, and accessories increased
15.5 percent to $180.5 millions in 1942, while receipts from lubricating
oils rose 21.5 percent to $46.4 millions. In the case of the former, the
improvement, for the most part, was caused by the higher tax rates
and the more inclusive tax bases provided for by the Revenue Act of
1941. Furthermore, consumer buying in anticipation of pending
shortages.in these types of goods stimulated sales during the year.

In the fiscal year 1942 many manufacturers’ excise taxes were
introduced, including sporting goods, luggage, electric, gas and oil
appliances, photographic apparatus, business and store machines,
rubber articles, optical equipment, and electric light bulbs and tubes.
These taxes, however, did not, become effective until October 1, 1941.
. Thus, revenues for only 8 months were collected in the fiscal year 1942,
Priorities on raw materials and the conversion of manufacturing
facilities to war production also affected the yield from these imposts.

Excise taxes were imposed by the Revenue Act of 1941 upon the
'sale at retail of jewelry, furs, and toilet preparations. Total revenues
from these sources in the ﬁscal year 1942 amounted to $80.2 millions,
but receipts comprised only 8 months’ collections.

Revenues obtained from miscellaneous taxes during 1942 amounted -
to $405.4 millions compared with $207.2 millions in thie preceding
year, an increase of 95.7 percent. New taxes on local telephone
service and the use of motor vehicles and boats accounted for $26.8

~ millions and $72.9 millions, respectively. Other new taxes, including
levies on the transportation of persons and the use of coin-operated
amusement and gaming devices, bowling alleys, billiard and pool
tables, contributed to the increase in receipts. The admissions tax,
moreover, rose 62.0 percent, from $71.0 millions in 1941 to $115.0
millions in 1942. The growth in the yield of the latter item resulted
chiefly from the elimination of certain exemptions formerly allowed in
determining the tax base and from the general improvement in eco-
mnomic conditions. ,

Tote] employment taxes were $1,185.6 millions in 1942, an increase
of $260.4 millions or 28.1 percent over receipts of $925.2 millions in
1941. The increase resulted from a higher level of pay rolls as there
had been no change in the rates or coverage of these taxes since the
Social Security Act Amendments which were approved August 10,
1939, and which are fully reflected in the recelpts both of the ﬁscal
year 1941 and the fiscal year 1942.

Receipts under the Federal Insurance Contributions Act rose from
$690.6 millions in 1941 to $895.6 millions in 1942; under the Federal
Unemployment Tax Act, from $97.7 millions to $119.9 millions; and
under the Carriers Taxmg Act of 1937 from $136.9 millions to $170.0
millions.
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Railroad unemployment insurance contributions in 1942 were $8.5
millions*, an increase of 25.0 percent over the $6.8 millions received
in 1941.

Customs receipts were $388.9 millions in 1942, or $3.0 mﬂhons less
than in 1941. Compared with .receipts durmg~ the corresponding
portions of the fiscal year 1941, an increase of $45.7 millions in the
first half was offset,by a decrease of $48.7 millions'in the second half
of the fiscal year 1942, The fluctuation of receipts was controlled by
the wartime need for materials used in defense production, the avail-
ability of shipping, the freedom of sources, trade agreements and the
control of imports. :

Miscellaneous receipts amounted to $277.4 millions in 1942, a de-
crease of $230.8 millions or 45.4 percent from 1941, The receipts
in 1941 included repayments of capital funds by certain Govern-
ment corporatlons

Erxpenditures from geneml and special accounts

Total expenditures of the Federal Government from general and
special accounts amounted to $32,491 millions during the fiscal year
1942. A comparison of expenditures in this fiscal year with those of
the previous year is shown in the accompanying table, and a compari-'
son with the six prev1ous years'is shown by major categories in the
chart on page 13 and in the table on page 428. Detailed informa-
tion on expendltures by agencies and accounts appears for the ﬁscal
year 1942 in the table on page 4086. .

E:cpenditures, fiscal years 1941 and 1942, classified by funcitons
{In millions of dollars. General and special accounts] '

N 1941r 1942 Net change
. )
I. War activities expendltures .
War Department . .C e ieienaan 3,678 14,070 10, 392
Navy Department_.______._._...__._ . 2,313 8, 580 6, 267
United States Maritime Commission . 51 929 - 878
-~ Miscellaneous war activities. ... ......_.._. R 259 2,432 2,173
Total. .ooeeereeamnaannas e eanne 6,301 26,011 19,716
II. Other expenditures except debt retirements:
Veterans’ pensions and benefits 563 556 o =7
Social seeurity program.......... ‘588 659 |
Public works 738 680 —58
Aid to agriculture.... 937 1,225 ©o288
Relief and work relief:
Work Projects Administration and National Youth Ad-
ministration 1,374 970 —404
Civilian Conservation Corps. 257 163 - =04
Interest on the publlc debt.... 1,111 T 1,260 149
Oth 840 873 32
6,410 6, 386 —~2
64 95 31
IV. Total expenditures (including public debt retirements)__.______ 12,775 32,491 19, 716

¢ Revised. ’
No1e.~Figures are rounded to nearest million and will r.iot necessarily add to totals. ‘Expenditures {rom

emergencs"t funds for the President and lend-lease funds are reflected under the agency hy which the funds
were spent.
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In 1942 expenditures increased by $19,716 millions over the previous
fiscal year. This tremendous increase resulted from the rapid expan-
sion of the national defense program and our entry into the war.
Expenditures ‘had risen steadily during the fiscal year 1941, but-
increased at a more rapid rate during ‘the fiscal year 1942. The
expansion of the expenditures was greatest in those activities which
related to the national defense program and to war activities. In-
creases were also noted in aid to agriculture and the social security
program. Expenditures for work relief and direct relief and non-
defense public works continued to decline during 1942, as the war
~effort increased and unemployment declined.

The rate of expenditure for war activities proceeded at an acceler-
ated pace during the year, ss shown in the table below. In June
1942, the last month of the fiscal year, the rate was in excess of $3,800
millions, which was about four times the expenditures that had
occurred in July 1941, the first month of the fiscal year. -

Monthly expenditures, fiscal year 1942

[In millions of dollars. On basis of daily Treasury statements (unrevised), see p. 387. General and speeial

accounts
4 Debt service Tota&.
p a N expendi-
War activ- é%h:; l;(legi. tures
Month ities pro- | G Ot _ |Gneluding
: 8rall | gebt service | Interest Degfe;ettslre- d%%‘zl:fe’
. @ o ’ tirerents)
19417 uly ................................. 969 604 25 3 1,600
Augist. .. 1,131 390 - 1, 664
Septembe 1,330 375 169 8 1,882
October. 1,537 471 75 7 2,089
Novembel 1,448 394 15 3 1, 860
December_ . 1, 850 459 232 16 2, 557
1942—Januarys, . . - 2,104 492 32 3 2,631
‘February.. 2,208 400 12 1 2, 630
2,809 407 205 15 3,436
3,238 439 77 2 3.755
3, 560 375 19 2 3,055
3,829 m 390 1 4,531
BN D 26, 011 5,125 1, 260 95 - 32,401

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

In the table above and chart 3, as well as in other tables in this
report, the classification “war activities” includes the military ex-
‘penditures of the War Department, all expenditures of the Navy
Department, . disbursements made from the emergency funds of the
President by various Government departments and agencies, the ad-
ministrative expenses of Selective Service, expenditures by the Mari-
time Commission* and War Shipping Administration, aid under the
Lend-Lease Act,” war housing, and other expenditures of various
departments and establishments. Additional expenditures attrib-
utable to war activities, payable from funds which have supple-
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EXPENDITURES,! FISCAL YEARS 1935 TO 1942, CLASSIFIED BY MAJOR FUNCTIONS

DOLLARS ™ : . DOLLARS
Billions . . Bitlions

32

30 _____ Other

Interest on

Alﬁ’g/t-?éulture .

26

. ? Ji
Py I 77 Reliel

m War Activities

22

20

T

Public Debt .
28 |——— [777] Veterans’ Pensi B ———
and Benefits

% Public Works ’

) 1939
FISCAL VYEARS
. CHART 8.
1Excludes debt retirements and trust accounts.
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mented regular appropnatlons of the civil estabhshment are excluded '
from the category “war activities.”

The largest change for activities other than those connected with
the war program appears in expenditures for relief and worlk relief
activities. Such expenditures decreased by almost half a billion
dollars during the fiscal year 1942. Only $1,133 millions were spent
on relief and work relief during 1942 as against $1,632 millions in 1941.

RECEIPTS AND EXPENDITURES IN TRUST ACCOUNTS AND CHECKING
ACCOUNTS OF GOVERNMENT CORPORATIONS AND CREDIT
AGENCIES ) o
In addition to receipts and expenditures under general and special

accounts, discussed on previous pages, certain receipts and expendi-

tures of the Government are reported on the Daily Statement of the

"United States Treasury under the title of “Trust accounts, increment

on gold, etc.” There are four main classes of receipts and expendi-'
tures reported under this title: Trust accounts, checking accounts of
Government corporations and credit agencies, increment on gold, and .
seigniorage on silver. Neither the receipts nor the expenditures of

these accounts affect the Federal Budget except to the extent that ap-

propriations are made to these accounts from the General Fund.
Such appropriations appear as expenditures under general and special
accounts, and as receipts under trust accounts, increment on gold, etc.

- Certain trust accounts dispose of the excess of their receipts over ex-

penditures by investing such excess in Government securities, as pro-
vided by statute. The corporations and credit agencies maintaining
checking accounts with the Treasurer of the United States generally
apply the cash balances not needed for ¢cperations to the purchase of
Government securities for investment or to debt or capltal stock retire-
ment.

Details of receipts and expendltures in “Trust account.s, 1ncrement ,

on gold, etc.,” annually during the fiscal years 1933 to 1942 and
monthly for the fiscal year 1942 appear in the table that follows.
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Recezpts and expenditures in trust accounts, increment on gold, etc., ﬁscal years 1933
; Jto 1 342 and monthly Jor 1942

-

[I_n mi]l.ions of dqllars

.On basxs of dally Treasury statements (unreVLsed), see p. 387]
. TRUST ACCQUNTS

trust fun

Fédéral old-age and
: [survivors insurance|

Unemployment,
trust fund

v

a

“-Railroad reﬁire—

. ment account

Other trust funds
and accounts-!

Re-

Net | eipts

Ex-
pend-
itures

Ex-
pend-
itures

Re-

Net | oeipts

Re. | BX-

Net ceipts

pend-
itures

Re. | EX
ceipts| :

Septemiber.

October..
November.
December.

1942—January...

" OTHER AGCOUNTS

Transactions in check- ' . . .
| < oo . Total trust and
ing accounts of Govern-| Increment on gold |Seigniorage on silver 9 i
- ment agencies, etc. other accounts
. RFlscal yegr or — - -
. <. -mont| . i’
.t Total | ‘Issu-
Other Ex- Ex- ; Ex-
all. |ance-of Re- Re- Re-
_ = a.| trans- | Net h pendi-| Net . pendi-| Net : pendi-
;g&g;s otrolrl]i”, actions ceipts [ty es Cetnts Myyres ceibts’ "t ires
—818, (M GO (R R, 280 1,103
—734] (3 ® 811} 2,811 3,045| 2,944
637) - (8) () ~111 2 443 —287
108f (3) () | —403 1 2,249 2,334
. 314 & ®) ~99 2 1,461 1,186
204f () @ —51 1 1,727| 1,472
768 1,106 —337 =5 (M) 1,917 1,033
£33 288| r —254{ (*) ™) 2,119' 1,084+
T 218 852 r—1,069{ () ™ 2,638 2,786
2 —3,625|—1,809 —1,815( (*) (*) 3,191 6,696
1941—July...._.|.. 534 569 =350 (%) | (%) 338) —261
August_. .| 7 —169 =3| —166{ (%) (*) 389 390
Séptember| © —93| (*) —931 (%) ™) 78 371
.. October ./} —272 ~1f =270 (%) ™ 212 436
. November| —659] . —617] —42 (.| (9 404| 887
" December| —140) "9 —149] (*). *) - 117 446
1942—Januarv. J| —681] —625 —56] () )] 201 838
- February. ~351 —23 —12| . (%) *) 432 319
March.... —~75 7 =921 (%) (") 114 348
. April. ... —189 -12 —~176] (*) *) 185 311
. May._.__. 430, =2l —4280 (%) | (%) 475( 732
{f  June...... —1,417|-1,120 —206| (*) ™) 246| 1,881
*Less than $500, 000 * Revised to adjust classification.

1 Incliides Government insurance and retirement funds, P. W. A. revolving fund, special deposits (net),
and Agricultural Marketing A dministration commodity stamp transactions; also mcludes, in-both receipts
‘and expenditures, the Federal contribution to the District of Columbia (U. S. sbare) bezmmuz with the

fiscal year 1941 in‘the amount of $6 millions.

Transactions formerly shown under the caption

ous funds and accounts” are now reflected under “Other trust funds and accounts.”
2 Net receipts constitute net sales, and net expenditures constitute net redemptions of :obligations, .

$ Details not av

ailable.

‘Miscellane-

Nore.—Figures are rounded to. nearest million and will not necessan]y add to totals.

487543—43

3
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16°  REPORT OF THE SECRETARY OF THE TREASURY

Because the. Government corporations mentioned above and certain
other Government corporations and. credit agencies maintain only
checking accounts with the Treasurer of the United States, the
transactions shown in the preceding table represent only the net bal-
ance of their operations, and, therefore, do not furnish sufficient data
for a detailed analysis of the financial transactions of these agenciés.
Arrangements have been made with these corporatlons however,

W hereby certain data are submitted to the Treasury so that the Treas-
ury s books can reflect the operations of these corporatlons and agen-
cies. These data have been combined and appeéar in the tables
begmmng on page 633, showmg sources and uses of funds from the
date of mceptlon of the various corporations to J une 30, 1942, and for
the fiscal year 1942. The figures are not: on the basis of the daily
Treasury statcment and therefore, do ‘not agree exactly with the
ﬁgures shown in other tables in this ' report. A summary of these
data appears in the followmg table ' : /
Sources and uses of! funds ‘of certam Government corporations and credit: agenczes

" which maintain only checking accounis with the Treasurer of the Umted States;
ﬁscal year 1942 and cumulatwe to J une 30, 1942

—

:' cobe T . : . Fiscal year | Cumulative to

: ' . o 1042 TJune 30, 1942
SOURCES OF ;FUNDS
‘ Appropnatrons from General Fund of the’ Treasury ...................... . $32,290,888 | $1, 289,437,424 :
Allgcations, rediscounts, and loans from other Government corporatlons R . .
and credit agencies (net)_.....___...._. 1, 652, 928, 610 2,227,162, 370

3,226, 002, 196 3,470, 918, 446
-1, 004 058 950 6;-264,'553, 250
483, 400 610, 318,057

-1, 388 570 295 1, 675, 899, 660
1 387 423,733 | 10, 529, 257, 985
385, 872, 986 2,791, 058, 632

Sale of obligations to Treasury (net)...
Sale of obligations in the market (net).
Sale ofistock to other agencies.
. Bale'ofiother property acquire
Repayment of loans. .__.___

Interest, dividends, assessmet
Other recelpts . : 243, 998, 448 467, 342,158
Total, sources of funds.........f....b .......... v..._r...: .............. 7,321, 511,604 .| 29,325, 947,983
Expenses: R O
Admrnrstratwe 53, 208; 249 . 506, 631, 675
P 27, 418,771 171, 629 559

2, 976 358 §75 3, 610 294, 957
1 911, ?.85 441 | 17, 922 890 '838
300 291, 050 995 135 800
44, 736 344 2, 073, 807, 347

and credit agencies (net)._ | 1,712,785,938 | 2,372,133, 919
Interest and dividends paid_ - 151,597,787 1 1,210, 045, 740
", Otherexpenditures.._._... ... S - ) - H 146 369,100 234, 251, 599

Total, uses of funds. - .- e 17,32, 051, 250 | 29,006, 821, 435

Investments (net)
Allocations, rediscounts, an:

Norte.—Figures are rounded to nearest dollar and wxll not ncccssarrly add to totals.:

DEFICIT IN GENERAL AND SPECIAL ACCOUNTS

§

In the fiscal year 1942, expenditures exccedcd receipts in genela,l

© and spccml accounts by $19,602 millions. Excluding public debt:ye-

tirements, the net deficit was $19,598 millions. The derivation of thc
deficit in 1941 and 1942 appcars in the tablc followmg
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REPORT OF THE SECRETARY. OF -THE TREASURY 17

Deficit in general.dnd special accounts, fiscal years 1941 and 1942

"+ {In millions of dollars]

1941 1942
ROCOIDES « - o oo - 8,260 13, 668
Deduet uet»approp ation to Federal old-agean.d .Suryivors insurance.trust . . R
L S nenns 661|. - 869
" Net reCeipts. .o ooooeeeaen e e eaaas 7,607 12,769
Expenditures mcludmg debt retirements. ... 12, 775 327491
Gross defieit . ... 1o e 5,168 19,692
Deduct debt retuemeuts... N 64 95
Net deﬁcxt_‘._-...-._._...-...-....,......._4.._-_.....-...‘ .................. 5,103 19, 598

NoTteE.—Figures are rounded to nearest mi]licn and will not necessarily add to totals.

- FINANCING THE NET DEFICIT AND OTHER REQUIREMENTS

The following table shows the sources which provided the funds to
finance the net deficit of $19,598 millions, the excess of expenditures
in checking accounts of Government agencies, trust accounts, etc.,
of $3,506 millions, and the i increase in the .General Fund balance of
$358 millions.

Amount
(in millions
. of dollars)
Net deficit, excluding debt retirements .. ... ... eea o iieee 19, 508
Excess of reeelpts (—) or expenditures (+) in— . . Co
(a) Checking accounts of Govemment agencies: ’
Qeneral. .. et maann +1, 815
Sales and redemptions of obligations in market (net) +1 809
(b) Trust and other aCCOUDtS. oo oo acmeenns - —119
Increase in General Fund balance. ... . . _____......C eneema—iee—aeaeaaeas +358 -
’ : 3,863
Total requirements_...__..._,..-.._-...-....._........._- .................................... 23,461
. . -
Means of financin ing: ,
Public debt receipts (net) from—
(a) Public issues:
905
eb 3,096
i United States savmgs bonds (net) . 5,874
Treasury tax savings notes (net). - 3,015
et Other [8SUeSIieeeozen .- O, J 8,807
©Ti= 21,606

-¢b)~Spetial“issues: . R : .
Unemployment trust rund ...................................................
Federal old-age and survivors msur'\nce trust fund
Other 8CCOUNTS - - w e e et it

Note.—Figures are rounded to neafest million and will not necessarily add to totals.
THE PUBLIC DEBT ’ ‘

" The gross public debt on June 30, 1942 amounted to $72,422 mll-
lions as compared with $48,961 miillions on June 30, 1941, an increase,
of $23,461 millions. The followmg statement shows the public debt,
as of June 30, 1941, and June 30, 1942, classified by character ‘of
issues, as between regular issues ~sold on the market and special issues
held for account of Government trust and specml funds. The table
also shows the increases in the debt from July 1 to December 31,
1941 (for all practicable purposes, the pre-war period), and from
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18 REPORT OF THE SECRETARY OF THE TREASURY
- January 1 to'June 30, 1942 (first six months of war financing). It
should be noted that of the net increase of $23,461 millions in the
amount of the public ‘debt during the year, $21,696 millions repre-
sented an increase in the amount of outstanding. pubhc issues and
$1,765 millions, an increase in special issues.

Statement of the outstanding public debt on June 30, 1941, and June 30, 1 942
[In millions of dollars]

Tiscal year 1942—Increase or -
decrease (=)
Issues 1941 1942 .o .
July 1, 1941, | Jan, 1, 1042,
Total -| to Dec. 31, to June 30,
1941 1942
Public issues: -
Postal savings bonds, et¢. ...« ... 196 106 | oeemoocee]enne- U SUR SR
Treasury bonds....._______ 30,215 | 38,085 7,869 3,152 4,717
United States savings bonds 14,314 10,188 | 6,874 1,826 4,048
Depositary bonds. ..o e e 79 79 64 15
Aqdjusted service bonds... 241 229 —12 —8 —4
Treasury notes. .. ........:. 5,698 | 6,689 900 298 692
Treasury tax savings notes.. reann 3,015 3,015 2,471 544
Certificates of indebtedness. N I, 3,096 3,096 |ocoeeaa . 3,006
Treasury bills_ ... _____ ... 1,603 | 2,508 905 . 398 507
Matured debt on which interest bas ceased.. 205 98" -107 <80 | -27
Debt bearing no interest...c.eoeoceomcmmaecn. 369 356 -13 ,‘—7 - -8
Subtotal . oo eccias 42, 841 94, 538 21, 696 8.115 13,581
Special issues: ’ ’
Government life insurance fund. ............ 531 637 6] - -2 30
Federal old-age and survivors Insurance
trust fund. .. 2,381 | 3,133 753 356 397
Railroad retir 18 17 1
Civil service retirement fund 645 783 137 96 41
- Foreign scrvice retirement fun 5 1] *)
.~ Canal Zone retirement fund. ... 5 7 1 1 *)
Alaska Railroad retirement fund. . 1 1 ® ® ®
Postal Savings System__.__.___... e8 55 =33 —25 —8
Canal Zone Postal Savings System.__.__.__.[_....._. 1 ) N PO e 1
National service life insurance fund.. - 39 .36 7 . 29
Federal Deposit Insurance Corporation. ... 90 95 5 -25 . 30
Federal Savings and Loan Insurance Corpo- : ’
ration. ... iiiiiiieae.- | [ PO PSP
Adjusted service certificate fund - 18 -o=1 -1 1)
Unecmployment trust fund....._.___io.oo.... | 3114 841 459 382
Subtotal......_’ ............................ . 1 7,885 1,765 862 903
Grand t_otal ............................... 72,422 | - 23,461 . 8,977 14, 484

11 (‘urrent redempnon value (cash receipts plus earned accruals less redemptmns)
.2 Increase less than $500,000.
: 3 Decreaseless than $500 000.

NOTE. —Flgures are rounded to nearest million and will not neoessan]y add to totals.

During the fiscal year the computed average rate of interest on the
interest-bearing debt outstanding decreased from 2.518 to 2.285 per-
cent. The computed annual interest charge on the debt on which
this average rate is based increased from $1,218 millions at the
beginning of the year to $1,644 millions at the end of the year. Chart
4 shows the computed annual interest charge and interest rate on
public debt obligations monthly from June 1934 to June 1942.

The interest due and payable on the various classes of securities
durmg 1942 and the amounts pald and outstandmg unpald are
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COMPOSlTION OF THE COMPUTED INTEREST CHARGE ON AN ANNUAL BASIS.
*¢ ‘MONTHLY, FROM JUNE 1934 TO JUNE 1942
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: T . TO JUNE 1942
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shown in table 53. The interest paid on the public debt, 1940 to
1942, is shown in table 54.

The maJor public debt operations du1'1ng the year are summarized
in the following paragraphs.

Treasury bonds, notes, and'ceriiﬁcates;of “indebtedness

Theama]or public-debt operations 1nv01v1ng Treasury bonds~'n®tes
and.- certificates of indebtedness..wete-carried- out on .various-dates.:
from Qctober 20, 1941, to June 25, 1942. The issues of these three
classes of securities aggregated $12,665 millions, of which $9,841
millions were issued for cash, and $595 millions for refunding 2 series
of Treasury notes maturing during the year. The balance of $2,229
millions was issued to the holders of various securities guaranteed
by the United States who presented their maturing and redeemable
securities in payment of subscriptions to Treasury bonds and notes.

. Certificates of indebtedness, which are limited by law to a maturity
. of one year, were used by the Treasury for the first time since 1934.
The operations concerning Treasury bonds, notes, and certificates
“of indebtedness are summarized in the followmg table ‘

Bond, note, and certificate of indebiedness financing, fiscal year 1942

Date issued Issue Amount

Oct. 20,1941 2}4% Treasury bouds of 1967—72 due Scpt 15, 1972:

Forcash .. T el $1, 307, 503, 200
In exchange for 1}4% Treasury notes, Series C-1941, X
maturing December 15, 1941 ________.__________.._.___ 188, 971, 200

Govcmmeut investment accounts_____.___.____._...__. 100, 000, 000 .
~——————— $1, 596, 474, 400

Nov. 1,1941 | 1% Treasury notes, Serics A-1946, duc Mar. 15, 1946: .
. From procceds of rcdcmptlon of 7¢% Reconstruction
Finance Corporation notes, Series P, maturing Nov.

. ' Laea. T © 209,444,000
From proceeds of purchase of 1% Commodity Credit
Corporation notes, Scries E, maturing Nov. 15, 1941.. -203, 422, 000

R 502, 866, 000
Dec. 15,1941 | 2)¢% Treasury bonds of 1967-72, due Sept. 15, 1972 (addi-
tional.issue of bonds dated Oct. 20 1941)
Forcashe. oo oo
Government investment accounts. . 50, 000, 000

— - 1,119, 570, 750
29, Treasury bonds of 1951-55, due Dec. 15, 1855: .

For eash i ciiiiiiiccae e ceaaeas 532, 687, 950

Jan. 15,1942 | 2% Treasury bonds of 1949-51, due June 15, 1951:
In exchange for 13{% Treasury notes, Series A-1942,
maturing Mar. 15, 1942____ . ________i___..___ 4086, 387, 700
. From proceeds of redemption of 3%, Fedcral Farm Mort- .
gage Corporation bonds o[ 194247, called for redemp-
tion Jan, 15, 1942 . .o ieiiaaaos 203, 251, 900
From proceeds of purchasc or 2%, Fedceral Farm Mort-
gage Corporation bonds of 1942—41, called for redemp-
. tion Mar. 1, 1942__ .o ... 95, 829, 300
' . From proceeds of redemption of %% Reconstruction
N Fmance Corporation notes, Senes R, maturing Jan.

- 1;069;570; 750

15, 1942, o el acma e eicccemaaean 308, 550, 000 ;
——————— 1,014, 018, 900
Feb, 25,1942 | 214% Treasury bonds o[ 1952-55, due June 15, 1955:
Foreash oo . i | e 1,-510, 795, 300
Apr. 15,1042 /2% (‘emﬁcates of mdebtedness, Series A-1942, due Nov. 1, .
. For [C7:1) 1 PSPPI SRR 1, 507, 083, 000
May - 5, 1942 2/2% Treasury bonds of 1962-67, due June 15, 1967:
N ) 1 Y 829, 510, 000
Government investment accounts._.__....._..__.__.___.._.. 52, 688, 000 ’
. —————————— 882, 198, 000
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:Bond, note, and cértiﬁcate of indebledness financing, fiscal year 1942--Continued

Date issued : . ) Issue ) ' Amount |
-May 15,1942 | 2% Treasury bonds of 1949-51, due Sept. 15, 1951: .
Foreash. .o iiiccmice ] ceccecceaans $1, 202, 444, 100
June ' 5,1942 | 134% Treasury notes, Series B-1946, due Dec. 15, 1946: )
. in exchange for 214% Home Owners’ Loan Corporation
bonds, Secries G, 1942-44, called for redemption w
July l, 1942 s $846, 114, 400
In exchange for 1% Reconstruction Finance Corpora-
tion notes, Series S, maturing July- 1, 1942 ._._____. 272, 272, 000
—— 1,118, 386,400
June 25,1942 | 3% Certificates of 1ndebtqdness, Series A-1943, due Feb.
. - , 1943: v .
FOT €ash. o e cccm e e 1, 588, 495, 000
12, 665, 019, 800

Foreash. ... $6, 745, 199, 300

RECAPITULATION °

: NP Cortificates of | -
Treasury bonds| Treasury notes indebtedness Total

$3, 095, 578,000 | $9, 840, 777, 300

P 595, 358, 900
1, 118, 386, 400

In éxchange for:

Public debt obligations._..
Guaranteed obligations..
of purchase and re-
jecurities guaranteed by
- the-UHited States. ... ___:_.._.__._..

595, 358, 900

$1, 118, 386, 400 |-

1,110, 497, 200
12, 665, 019, 800

607, 631, 200
TOtal. - - oo 7,948, 189, 400

502,866,000 | ...
1,621,252,400 | 3,095, 578, 000

All official circulars and statements relating to these transactions are -

_included ip the exhibits beginning on page 207.

The ﬁnancmg on.October 20, 1941, the first since the begmnmg of
the fiscal year, was announced on October 9, 1941, and consisted of an
offering to the public for cash, at par and accrued interest, of

'$1,200,000,000, or thereabouts, of 2% percent Treasury bonds of
'1967-72, maturing September 15, 1972.

[ In addition to the cash
offering, the holders of $204,425,400 outstanding 1% percent Treasury
notes of Series C-1941, maturing December 15, 1941, were offered the

- privilege of exchanging such notes for the Treasury bonds ‘mentioned
..above, the notes exchanged being accepted at par with intevest adjust-

ments as of October 20, 1941. Also, in-addition to the cash offering
for ‘public subscription, $100,000,000, or thereabouts, of 2)% percent
Treasury bonds of 1967-72 were made available for allotment to
Government investment accounts against cash payment. ‘The

- amount of Treasury bonds of 1967-72 issued on cash subscriptions,
“including $1G:0,000,000 allotted to Government investment accounts,

was $1,407,503,200. Of the 1% percent Treasury notes of Series
C-1941, $188,971,200 were exchanged for Treasury bonds of 1967-72.

On October 23, 1941, there was announced an offering of 1 percent
Treasury notes of Series A-1946, dated November 1, 1941, and
maturing' March 15, 1946. The Treasury offered to accept in pay-
ment for these notes the proceeds of redemption from the holders of
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ot ‘$299 739,000 of ‘7 p’ercent" Reconstruction Fm‘ance Corporation riotes.

of Series P, maturing November 1, 1941, and also offered to purchase
at par and accrued interest $204,241,000.0f ‘1 percent Commodity
Credlt Corporation notes of Series E, maturing November 15, 1941, to.
the "extent to which the. holders thereof subscribed for Treasury

notes of Series A-1946. Subscriptions from others weére not invited.

A total of $502,866,000 of the Treasury notes of Series A-1946 was

» .1ssued in’ payment for which- $299,444,000 of the maturing Recon-
struction Finance Corporation notes of Ser1es P and.$203,422,000 of

the Commodity Credlt Corporatlon notes of Series E were tendered
and accepted.

The financing on December- 15, 1941, announced December 4,1941,
consisted of an additional oﬂ"enng of $1,000,000,000, or thereabouts

of 23 percent Treasury bonds of 1967-72, dated October 20, 1941,

maturing September 15, 1972; and.an offering of $500,000,000, -or
thereabouts, of 2 percent Treasury bonds of 1951-55, dated December

.. 15,1941, maturing December 15, 1955; both issues bemg offered to the

pubhc for cash, at par and acerued interest. In addition- to’ tke public
offéring, provision was made to.sell $50,000,000 of the Treasury bonds

of 1967-72 to Government investment accounts. For the benefit of

small investors preferential allotment was given under each issue to

. stbscriptions for $5,000 and under, where delivery in registered bonds

90 days after the issue date was specified. A face amount of
$1,119,570,750 of Treasury bonds of 1967-72, 1nclud1n0r $50,000,000 sold
to Government investment accounts and about $26,000,000 on pre-

. ferred allotments, was issued. Of the Treasury bonds of 1951-55 the -
‘amount issued was $532,687,950, which included about $13,800,000

sold on preferred allotments. The December ﬁ.nancmo was the first
occasion on which the Treasury announced a definite basis: for. sub-

’scuptlans from all classes of subseribers. It is felt that this action

resulted in more equitable allotments for the legitimate .investment

- requirements of subscribers. Subscriptions were grouped ‘broadly
,mto four classes, as follows: '

‘Banks and trust compames for their own account—not to
- exceed 50.percent of capital and surplus.

‘Mutual savings and cooperative banks, Federal savings and
'loan associations, trust accounts and iavestment corporations, .
pension fuads, insurance companies, and similar'institutions and
funds—not to exceed 10 percent of total resources. 4 .

Corporations organized for profit, and dealers and brokers—

. not to exceed 50 percent of net worth. '

Individuals—not to exceed 50 percent of net worth or 100 per-
- cent. of cash deposited with subseription. (Note.—No preferred

- allotment was made on such full-paid subscriptions. ) ‘
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The Treasury announced on January 11,1942, an offering of 2 per-
cent Treasury bonds of 1949-51, dated January 15, 1942, and matur-
ing June 15,-1951, the amount of the offering being limited to the
amount of securities tendered and accepted, as follows:

1. The bolders of $426,349,500 of 13 percent Treasury notes, Series

" 'A~1942, maturing March 15, 1942, were invited to exchange such notes
" for Treasury bonds of 1949— 51 - A total of $406,387,700 of these notes
was exchanged for a like amount of Treasury bonds of 1949-51.
- 2., The Treasury offered to apply the proceeds of payment of $236,-
476,200 outstanding 3 percent Federal Farm Mortgage Corporation
bonds of 194247, called for redemption on January 15, 1942, to pay=
ment for Treasury bonds of 1949-51. A total of $203,251,900 of these
bonds was redeemed and the proceeds applied in payment for a like
amount of Treasury bonds of 1949-51.
3. The Treasury offered to purchase, at par and accrued 1nterest,}
- $103,147,500 'of outstanding 2% percent Federal Farm Mortgage
Corporation bonds of 194247, called for redemption on March 1,
1942, to the extent to which the holders thereof subscribed for Treas-
ury -bonds of 1949-51. A total of $95,829,300 of these bonds was
purchased and that amount was subscribed by the holders to the
purchase of Treasury bonds of 1949-51."

4. The Treasury offered to apply the proceeds of payment of
.$310,090,000 outstanding % percent Reconstruction Finance Corpora~
tion motes of Series R, maturing January 15, 1942, to payment for
Treasury bonds of 1949-51. A total of $308,550,000 of these notes
was tendered for payment and the proceeds accepted in payment for
a like amount of Treasury bonds of 1949-51.

The total amount of Treasury bonds of 1949-51 issued u.nder the
above-mentioned provisions was $1,014,018,900.

. On February 13, 1942, there was announced an oﬂ'erlng to the
- public for cash, at par and accrued interest, of $1,500,000,000, or
thereabouts; of 2}4 percent Treasury bonds of 1952-55, dated Febru-
ary 25, 1942, and due-June 15, 1955. Subscriptions were entertained
-from the various classes of subscribers on the basis inaugurated in the
financing of December 1941. - For the benefit of small investors,
preferential allotmnent was given to subscriptions for $5,000 and under, .
where delivery in registered bonds 90 days after the.issue date was
specified. A face amount of $1,510,795,300 of Treasury bonds of
1952-55, including about $13,132,000 on preferred allotments, was
issued.

The financing'on April 15, 1942, announced on April 6, 1942, con-
sisted of an offering to the public for cash, at par and accrued interest,
of $1,500,000,000, or thereabouts, of % percent Treasury certificates of
1ndebtedness of Series A-1942, dated April 15, 1942, due November 1,
1942, Subserlptlons were en tertamed on the same basis as.under the:
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December 1941 and Febrnary 1942 issues of Treasury, bonds: The

face amount of Treasury certificates of indebtedness of Series A—1942
issued was $1,507,083,000, including about $66,000,000 of subscr1p-
tions in amounts up to and 1nclud1ng $25,000, which were a]lotted
in full. -

$1,250,000,000, or thereabouts of 2 percent Treasury bonds.of 1949
51, dated May 15, 1942, due September 15, 1951; and an unspe01ﬁed

amount of 2% percent Treasury bonds of 1962-67, dated May 5, 1942,

" due June 15, 1967.

- amounts of subscriptions to thése issues. All subscriptions up to and -
including $10,000 for that issue were allotted in full. The face _

The rules 1naugurated in December 1941 and followed in February

and April 1942, governing the basis of subserlptlons to Government

securities, were not made applicable and no limitation was placed upon

amount issued of Treasury bonds of 1949-51 was $1,292,444,100,

~including about $69,000, 000 of ‘subscriptions of $10 000 and undel,

which were allotted in full.

"The announcement prov1ded that the. 2)4 percent Treasury:: bends
of 1962-67 would not be available for subscription, for their own
account, by -commercial banks which accept demand deposits. It
was provided that these bonds would not.be transferable before July

6, 1942, and that they would not be. transferable to-commercial banks -

which accept demand deposits before May 5, 1952.  However, these
bonds may be pledged as collateral for loans, including loans by com-
mercial banks which accept demand depos1ts but any such bank
acquiring such bonds before May 5, 1952, because. of the failure of
such loans to be paid at maturity: w_1ll be reqmred to dispose of them

in the same manner as they dispose of other assets not eligible.to be.

owned by banks. As the offering was not specific in amount, it re-
mained open for a period longer than customary. The face amount

" issued of Treasury bonds of 1962-67, including $52,688,000: sold to

Digitized for

Government investment accounts, was $882,198,000.

The Treasury announced on May 25, 1942, an issue of 1% percen‘tl'
Treasury notes of Series B-1946, dated June 5, 1942, due December.

15, 1946, in payment of which there'might be tendered only 2% percent
Home Owners’ Loan Corporation bonds, Series G, 194244, called for

redemption on July 1, 1942, of which $875,438,625 were outstanding; -

or 1 percent Reconstruction Finance. Corporation notes of Series: S,
maturing July 1, 1942, ,of which $275,868,000 were outstanding.

Exchanges were made .par for par with an adjustment of accrued

interest to June 5, 1942. A face amount of $1,118,386,400 of the
Treasury notes of Series B-1946 was issued, for which .there were
exchanged $846,114,400 of Home Owners’ Loan Corporation bonds,
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Series G, 194244, and $272,272, 000 of Reconstruction Fmance Cor-
poration notes, Serles S.

The ﬁnancmg on June 25, 1942 announced June 18, 1942, conslsted
of an offering for cash of $1,500,000,000, or thereabouts of, % percent,
Treasury certificates of indebtedness of Series A-1943, dated June 25,
1942, and maturing February 1, 1943. There were no restrictions as
to the basis for subscribing to this issue. Subscriptions up to and
including $25,000 were allotted in'full. A faceédmount of $1;588;495,-
000 of the certificates of indebtedness of Series A-1943 was issued,
including about $61,000,000 of subscriptions in amounts up to $25, 000
allotted in full.

Treasury bzlls

Oﬂ”ermgs of Treasury bllls were ma,de each week during the year; 45
issues were for a term of 91 days, and thé remaining 7 issues were for
various -terms of from 85 to 71 days. . The amounts of the weekly
offerings varied between $100 millions at the start and $300 millions .
towards the close of the year. The 13 series outstanding at the begin-
ning of the year totaled $1,603 millions and the 11 series outstanding
-at the end of the year, $2,508. millions. Of the 52 series offered
during the year, all were sold at a positive average rate of discount,
the highest average rate computed on a bank discount basis ha,vmg'
been 0.368 percent for the bills dated May 13, 1942, and the lowest
average rate having been 0.001 percent for the bills dated October
15, 1941. The average rate on all bills issued during the year was
0.236 percent.

On April 30, 1942, the Federal Open Market Committee directed
the twelve Federal Reserve Banks to purchase for the System Open
Market Account at a rate of 3 of 1 percent per annum all Treasury
bills offered to them. Prevailing rates on current issues of Treasury
bills had risen from about 0.20 percent in March to 0.34 percent dur-
ing the latter part of April. The establishment of a posted rate of
% of 1 percent at the Federal Reserve Banks prevented a further
change in'rates ‘and-in-May arid June bill rates dveraged 0.370 pércent.

Further.information coucerning Treasury bills will be found in
exhibits 26 to 28, beginning on page 267, and in table 33 on page 538.

United States savings bonds

" The sale of the three series of Umted States savmgs bonds first
offered on May 1, 1941, was continued durlng the fiscal year 1942,
These bonds were deslgnated defense savings bonds of Series E and
savings bonds of Defense Series F and G. However, following the
entry of the United States into the war, the designation of the bonds
was changed to war savings bonds of Series E, F, and G. The new
designation was confirmed through the issue, on June 1,7 1942, of re-
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26 REPORT OF THE SECRETARY OF THE TREASURY
visions of Department Circulars Nos. 653 and 654, the former govern-'
ing the issue and fixing the terms of bonds of Series E, and the latter
serving a like capacity for bonds of Series F and G No changes
were made in the terms of the bonds'except to increase from
$50,000 (issue price) to-$100,000 (issue price), effective July 1, 1942, the
limitation on the amount of either Series F or Series G bonds, or a
. combination of both series, of any one yearly designation, that may
be held by any one purchaser at any one time. An amendment, De-
cember 12, 1941, to Department Circular 654 made available an addi-,
tional $25 denomination for Series F 'bonds. -Copies of revised
circulars Nos. 653 and 654 will be found on pages 234 and 240 of
this report.
Coincident with the issue of rev1sed cu‘culars Nos. 653 and 654, the
regulations governing .savings bonds were revised. and relssued as
'Departiment Circular No. 530, Fifth Revision, dated. June 1, ,1942
A copy of this circular will be found on page 246. -
The following statement summarizes the issues.and., redemptlons

of United States savings- bonds by fiscal years from March 1, 1935,
whenthe issue was inaugurated, to June 30, 1942.

Issues and redemptwns of United Stales samnqs bonds, by years, March 1, 1935
© to June 30, 1942

{On basis of daily Treasury statéments (revised), see p. 387]

.

Issued : Redeemed

Fiscal year : .
Maturity Cash receipts Maturity Redemption -

value value value
. : :
$83,422,725 | - $62,567,043.75 { - $707,850 $530,887. 50 °
352, 277,425 264,208,068.75 | 14,971, 200 11,252,714.75
686, 739, 175 515,054,398.80 | 48,040,125 |  36,327,912.25
650, 707, 500 488,030,611.85 { 87,732,250 | 66,868, 862. 75
916,904,200 |* 87,678, 136.95 | 106, 708,050 | .82, 067, 395,00

1,475, 438, 350 1, 106, 578, 769.01 | 148,042,850 | 114, 488, 737,34
1,873,811, 175 1, 505,625, 764.90 | 190,087,875 | 148, 028, 229, 50

- Subtotal (1935-1941)._. ....._._. 6,039,300, 550 | 4,629,742,794.01 | 596,291,100 | 459, 564, 739.00
1942—Series A 0 Do oo e, 1,041,275 780,956, 25 |. 168,034,800 | 132,479, 938.75
SerieS E..... 4,737,800,100 | 3,553,350,080.74 |. 81,276,425 | G0, 964, 345. 1
Series F____ 5901, 105, 325 437,417, 940. 50 3,864, 375 2, 860, 308. 50
Series G...._._.__lITIITTT .2,037,059,300 |  2037,059,300.00 | 11,812,300.| 11,812, 300.00
Subtotal (1942). .o .oceeo._. 7,367,006,000 | 6,028, 608,286.49 | 264,987,900 | 208,116,592, 39

Total (1035-1942)_. .___.._._. 13,406, 306, 550 | 10,658, 351,080.50 | 861,279,000 | 667, 681, 631. 48
Accruals to June 30, 1942 .| .. __. 248,175,347.24 |- oo,

Grand'total ... to.oooo.l. . 13,406,306, 550 | 10,006, 526,427.74 | 861,279,000 | 667,681, 631. 48

.1 Aceruals represent the difference between the issue price and the current’redem'ption vaiue

- For the fiscal year 1942 total sales of savmgs bonds amounted to
approximately $6,000 millions at issue price. On the basis of- re-
ports of sales, during the first 5 months of the fiscal year—prior - to
the outbreak of war—sales of Series E, F,- and | G bonds amounted
to approximately $1,300 millions, and for the 7 succeeding: ‘months
sales amounted to $4,700 millions. Average monthly sales in the 5
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.months from.July through November 1941 were $270 millions and
for the.7 war months were $670 millions, an increase to about 2%
tunes ‘the rate in the pre-Pearl. Harbor period. Sales of Series E,
F, and G bonds for the year 1epresented 3 total of about 60 muillion
pieges. . -

The table followmg shows the number of pieces of Series E bouds
sold by denominations for the fiscal year 1942." Further 1nformat10n
on the sales of savmgs bonds will be found in the tables beginning
on page 547. -

‘Number of Series E savings bonds of each denomination sold monthly, fiscal year 1942

‘Denomination

Month ' . . - - - Total
. $25 $50 $100 - $500 $1,000

Estimated number of units—in thousands

1941~

ULy i iiiemiiaaes 367 165 269 (7 . 56 61 918’
August. ... L ..o . 580 253 373 67 68 1,341
September.._ ceee 573 | - 237 | 337 57 56 1, 260
October...... . 764 . 290 . 412 .70 67 1,603
Novémber. .. . iooiccaaae C 724 261 h 359 57 53 1,454
December. . . ..ooioniiiiiiiaiaa 2,393 955 01,153 194 163 4,858
1942— : S
January. . ..._..__. e mmemmeem——nn ..3,799 1,460 1,785 366 350 7,760
February - PSRN 2,961 926 1,213 103 176 5,469 .
March... O ‘3,094 789 927 133 107 5,050
April 4,533 1,054 1,203 162 130 7,082
May el 4,862 | 1,093 { . 1,170 [, . 149 112 7,378
Jude. . coooaaoaos eecaaimcmecemanas 8,883 1,774 1,766 201 145 12,.769

CTotaliooeeooilococlacooooooto| 33,523 | - 9,257 10,067 | 1,705 | 1,488 | 56,040

Pay-roll savings plan.—In order to carry the savings bond campaign.
‘to the people of the Nation, and to make it easy and convenient for
them to buy savings bonds, the Treasury sponsored the installation
in the Nation’s business enterprises of the pay-roll savings plan,
through which- deductions from pay were made by employers directly
from the wages of their employees and accumulated for the purchase
of savings bonds. This plan was readily accepted by employers and
‘employees alike and by June 1942 there were some 108,000 firms,
employing appro*nmately 21 million persons, that had mstalled 2 pay-
roll savings. plan. . Some 15 million of these persons actually partici-
‘pated in the plan in June 1942, that is, deductions were actually
made on their account during the month Included in the 108,000
firms were nearly all of the large companies in the Nation, and about
75 percent of all firms with 100 or more employees.

By Executive Order No. 9135, dated April 16, 1942, the Pre51dent
established the Interdepartmental Committee for the Voluntary Pay-
roll Savmgs Plan for the purchase of war savings bonds by the civilian
employees in the executive branch of the Government. A ‘copy of
Executlve Order No. 9135 appears on page 545 of this report. Prior
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to this order, the Secretary of the Navy on August 1, 1941, offered a
voluntary savings plan to the members of the Navy Department in-
‘cluding the armed forces, and on January 15, 1942, under Department
Circular No. 677, a similar arrangement was made. in- the- Treasury
Department. for Treasury employces - Pursuant to. Executlve Order
vomp]oyees of the Goverr ment on May 13 1942 under ‘the provisions
_of Department Circular No. 677, Revised, a copy. of whlch will be
found on page 346 of this report.

During a campaign conducted from June 1 to 15 1942, 95.2 per-
‘cent of the employees of the Treasury Department, departmental and
field services, were enrolled in the pay-roll savings plan and the em-
ployees allotted 10.8 percent of their gross compensation. A total of -
60,467 Treasury employees are investing $14,898,000 of their pay
annually in war savings bonds. The Treasury’s procedure and plan
were adopted, in general, by the Interdepartmental Committee at a
meeting held on May 18, 1942.: Campaigns - beglnnlng at various
dates subsequent to June 30, 1942, were .organjzed. in other. -depart-
ments’ and agencies.

The following table presents data with respect to the firms and
governmental agencies participating in pay-roll savings plans. In
June 1942, the aggregate amount deducted from the pay of the workers
‘participating in the pay-roll savings plan was $153 millions. This
amount represented a 5.8 percent average deduction from pay of the
workers participating

Estimated monthly deductwns and extent of participation in pay-roll savings plans,
December 1941 to ' June 1942

- 1941 - . 1942 -
Decemy| Jona | Febroc asaien | apei | Moy | June
) S Numbers are nnits _
L. Number of firms with planst______________ 0,030 | 17,513 | 34,480 | 50,120 | 71,686 | 90,418 | 108,090
II. Persons in firms and governmental agen- Numbers are millions
cies with plans:
a FirmS . oo 3.2 9.9 14.2 16.7 19.2 20.5 21.3
. Federal, State, and local govern‘ )
mental agencies. . - .. ooooooooood]eaeaaoan .6 .9 1.4 1.5 1.5 1.5
€ Totale oot 3.2 10.5 15.1 18.0 20.7 22.0 22.8
III. Persons actually participating in pay- N |
roll savings plans:
: a In participating firms._.______.._. .7 3.7 7.2 9.0 | 109 13.2 15.0 -
. In participating Federal, State, . ,
and local governmental agencies. | ....... .1 .4 .6 .7 .7 1.0
. ¢. In the armed forces. . ....--....__. *) *) * *) ® * *)
“d. Total ool .7 3.8 7.6 9.6 | "M.6| 139 160
' . ' In millions of dollars . i
IV. Aggregate amount deducted by persons —
partwu’mtmg .......................... 5 , 28 ’ 58 l 78 ! 96 , 126 l 153
. . ' Percentage
. V. Percentage of pay deducted by persons - —— -
DATECIDBUNG. -~ oo eemo oo ar| as| as] a9 a9| 53} s
*Not available. i Excludes governmental agencies.

Note.—Figures in millions are rounded to the nearest million and will not necessarily add to totals.
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“In March 1935, when savings bonds were first issued, over-the-
counter sales for cash were conducted at 14,000 post offices including
‘those of the first, second, and third classes, and selected post offices
of the fourth class: In 1936 this number was increased to about
15,000 post offices, and provision was made for mail order sales through’
‘the Treasurer of the United States and the Federal Reserve Banks.
At the close of the fiscal year 1941 there were, in addition to about
16,000 post- offices selling bonds, about 11,000 agencies which had
qualified with the Federal Reserve Banks as issuing agents, including.
over 9,500 commer¢ial and mutual 'savings banks, 1,300 building and
loan and savings and loan associations, and nearly 200 credlt unions
and others. :

During the fiscal year 1942, the number of sales agents was further
increased to facilitate the issuance of savings bonds. On December

- 27,'1941, the Federal Reserve Banks were-authorized to designate as
issiiifig-agents for Series E bonds any incorporated organization which
would be likely to issue a number of bonds sufficiently large to justify
the designation. By June 30, 1942, there were approx1mately 42,000
different agencies authorlzed to issue United States war savings
bonds of Séries E, 1nclud1ng 19,000 post offices, 14,500 commercial
and mutual savings banks, 2,900 credit unions, and 2 500 other'
corporate organizations.

Savings bonds of Series F' and G were issued only at the Federsal
‘Reserve Banks and the Treasury Department, Washington.. -Com-
mercial banks, however, generally handled applications - for their
customers. ,

War savings stamps.—As a part of the savrngs program 1naugurated

" May 1, 1941, a special series of postal savings stamps, designated
defense savings “stamps, had been made available as a convenient.
means -for accumulating funds for the purchase of savings bonds.
At the time the designation of the defense savings bonds was changed
to war savings bonds, the designation of the defense savings stamps
was changed to war savings stamps. The sale of these stamps,
through the Postal Service, continued in increasing volume through-
‘out the year; as shown by the following statement, supphed by the

- Post Oﬂice Department

Cash recgipts Sfrom sales of war savings stamps, by months, fiscal years 1941 and 1942

' Fiscal year - Fiscal year Fiscal year Fiscal year
- Month 1041 1942 - Month 1941 B
July. el $3,520,103.35 || February.cooocoo{ocoemoemenauins $38, 649,177. 30
August, .. llcl il 4,372,302.80 || March_ .. ... _. 40, 598 956, 50
September... . . { oo 5,191, 628. 65 PRI 40, 172, 833. 25
October __.______ | .. 5,985, 398.40 . $3, 349, 346. 90 47, 990, 254. 30
November..: 6, 354, 295. 25 . 2,737,578.75 48, 960, 496. 50
December. ... | il 25, 657, 101. 55 v
January. ... [o_o.l.ol.lllllll 41, 168, 755. 05 6,086, 925765 |. 308, 621, 302. 90
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Although the: cash receipts from the 'sale of these stamps.weie
depos1ted in the Treasury, the outstanding stamps were obligations
of the Postal Savings System and the obligation was transferred to
the Treasury -only. through exchange of the stamps in approprlate

" amounts, for war savings bonds. Because of the increasing impor-
* tance of the receipts from the sale of war savings stamps it was con-
cluded to- replace the . Postal Savings issue with a Treasury issue of
_savings stamps and in: order to avoid a duplication of effort it was
concluded that , the Postal Savings issue’ should be discontinued.:
The matter was presented to the Congl ess jointly by the Treasury
and the Post Office Departments and, in the Public Debt Aect of 1942,
&pprowed March 28, 1942, the transfer of the liability of the out-
. standing stamps’ from’ the Postal Savings System to. the Treasury. -
Department was authonzed the stamps thereafter ‘to be public.debt
obligations of the Umted States. - Preparations were in progress and
_transfer was. &bout to.be made at-the.close of the fiscal year."

The change in the des1gnat10n of the stamps and the pending
transfer of liability from the Postal Savmgs System to the Treasury
will in no way affect the character of the stamps, ‘and no distinction
'is'to be made between any such stamps; whether issued as defense or
as war savings stamps. The stamps of either issue may be used
mterch&ngeably to &ccumulate credlts for the purchase of war
savings bonds.

Redemptions of savings bonds —The following table shows the pro-.

. portion of all savings bonds redeemed from 1935 to 1942. Additional
information on the redemptions of savings bonds will be found in the
tables begmnmg on page 547. '

Proportzon of number of savings bonds of each denommatzon redeemed by lhe end of
" various yearly penods to June 30, 1.942

cy . ) Redeemed by the end of—

1 year 1 year Zyéa.rs 3 years | 4 years | 5 years | 6 years | 7 years
(1941 (1935 -41 | (193540 | (1935-39 | (1935-38 | (1935-37 | (1935-36{ (1935

Denomination ; series) | series) | series) | series) | series) | series) | series) | series)

. ) FS:II;?SG i . Series A to E :*‘?‘

Percent | Percent | Percent | Percent | Percent | Percent | Percent | Percent
. 19 .26 32 38 41 <40
38
35

NotTE.—The yearly periods and percertages shown in the above table are approximate for the reason that
June 30th was taken as the average issue date of. all bonds issued during each calendar year and for eaeh
series the number of bonds which had been redeemed at the end of each year from the average datc of issuance
was expressed as a percentage of the total number of bonds issued. The percentages for Series A to E and ror
Series F and G for similar periods were then averaged
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Treasury tax savings notes

‘Bécause of the greatly increased Federal taxes occasioned by the
war, the Treasury announced on July 3, 1941, a plan by which tax-
'»payers could set aside regularly the funds whlch would be necessary
.to pay their taxes due the following year. Beginning on August 1,
1941, two series of 2-year nontransferable Treasury notes, deagnated«
Tax Series A-1943 and Tax Series B-1943, were offered for sale
through the Federal Reserve Banks. These notes were acceptable at
" par and dccrued ‘interest in payment of Federal income taxes. The
notes of Series A, issued in denominations of $25, $50, and $100,
were designed to be attractive to the small and moderate. taxpayers
‘while the notes of Series B, issued in denominations of $100, $500,
$1,000, $10,000 and $100,000, were intended for the larger taxpayers.
Interest on notes of Series A accrued at the rate of 16 cents per
month per $100, or at an annual rate of 1.92 percent; and interest on |
notes of Series B -accrued at the rate of 4 cents per month per $100,
or at an annual rate of 0.48 percent. The acceptability of Series A
notes was limited to $1,200 principal amount and 'the accrued interest
thereon on account of a taxpayer’s liability for the taxable period.
Full details regarding the terms of the notes will be found in De-
‘.partment Circular No. 867, dated July 22, 1941, printed on page 207
of this report.
On December 24, 1941, announcement was made that two new
series of tax savings notes would be offered in continuation of the tax
. savings plan. The sale of the early series terminated on December 31,
11941, and the sale of the new notes immediately followed on January
‘1, 1942. The new notes, under the designations Tax Series A-1944
and Tax Series B-1944, were dated January 1, 1942, and will mature
~January 1, 1944. Their terms were identical in all respects with those
of prior Series A and B, respectively, except that their acceptability
in payment of Federal taxes was broadened to include estate and gift
as well as income taxes, and Series A notes were made available in the
additional denominations of $500 and $1,000. The prior notes also
were made acceptable in payment of estate and gift taxes.

The notes of Tax Series A-1944 and B-1944 are governed by De- o

partment Circular No. 674, dated December 15, 1941, which'will be
found on page 220 of this report.

The following table shows the sales of. Treasury tax savings notes
between August 1, 1941, and June 30, 1942..

_ Sales of Treasury lax savings noles
JAug. 1 to Dec. 31, 1941: . . Amount

TaX.Series Ac1943 o e $44, 088,000
Tax Series B-1943 . e 2, 435, 287, 900
Tan. 1 to June 30, 1942: “
: Tax Series A—1944_____.,._..-._.A__...___.___._4___4_._._...._...._.......; ......... annn 28, 088, 875
Tax Series B-1944. e eeeme——aaann emmaes 1, 631, 449, 700

Total. el e aceenmnaan S, S SN 4,138, 914,475
487543—43——4 : '
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Redemptions of tax savings notés during the fiscal year amounted .
to $1,124 millions of which $20 millions were redeemed for cash and
$1,104 millions were received for taxes. Further details on sales and
redemptions appear in the tables beginning on page 565 of this report. -

Ad]ustad servwcefbonds o

Ad]usted service bonds of 1945 amounting to $1 millien were issued
during the year, making a total of $1,840 millions of such bonds issued
since June 15, 1936, in payment of amounts due on adjusted service
certificates. Redemptions of $13 m11110ns of these bonds. during the
year brought the total redemptions since June 15, 1936, to $1,612
_millions, leaving $229 millions outstanding on June 30, 1942 ‘Further

~ data on adjusted service bonds appear in the table on page 493.

Deposztary bonds

During * thesyear: -depositary “bonds,- authonzcd by Dcpartment
Circular No. 660, dated May 23, 1941, were issued to various deposi-
taries and financial agents, wh1ch had executed a depositary, financial
agency, and collateral agreement satisfactory to the Secretary of the.

. Treasury, in amounts not exceeding the amount for which the deposi-
tary and financial agerit had qualified. The total issued during the
year amounted to approximately $78,958,000, of which $5, 000 were
redeemed, leavmg $78,953,000 outstandmg

' Cumulative sinking fund

Credits ‘accruing to the cumulative sinking fund during the yedr
. amounted to $587 millions which, added to the unexpended balance

“of .$2,666, mllhon,s brought, forwzud froms the. preyious . year, made: - -

available $3,253 millions for the year. Of this amount $75 millions
were applied to the retirement of various issues of bonds and notes -
which matured or were called during the fiscal years 1941 and 1942.
The unexpended: balance of $3, 178 millionis was cauled forward to
the fiscal year 1943.

Tables presenting the transactions on account of the fund for 1942
and. since its inception on July 1, 1920, will be found on pages 545 and
546 of this report.

Public Debt Act of 1942

The Public Debt Act of 1942, approved March 28, 1942, further
amended section 21 of the Second Liberty Bond Act so as to limit the
obligations issued under authority of the act to an’ amount not to
exceed $125 billions in the aggregate outstanding 4t any one time,
the ‘prior limitation in such respect having been $65 billions, as fixed
by the Public Debt Act of 1941, approved February 19, 1941. The
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act of March 28, 1942, furtheér amended sections 19 and 20 of the
Second Liberty Bond Act to broaden the authority of the Secretary
of the Treasury in fixing the terms and characteristics of the obliga-
tions.-aathorized to be issued and provide greater flexibility in-the
management of the debt. - As-of June 30, 1942, the unused borrowing,
authorization underithe limitation in effect on this date was: nearly
- $51 billions, as shown by the following statement.

°

Face amount of obligations oulstanding and the face amount which can still be issued
‘under the limittation tn eﬁ'ect on June 30, 1942

Total face amount that may be outstanding at any one tlme ____________________________ $125, 000, 000, 000
- Qutstanding as of June 30, 1942: .
Interest-bearing:

‘Bonds:
Treasury ... cooeooue. oo $38, 084, 533, 250
Savings (maturity value) 12, 482, 909, 100 ¢
Depositary.... 78, 953, 000 .
Adjusted service 728, 665, 857 -
————————  §51, 375, 061, 207
‘Treasury notes_..._____ et e 13, 955, 776,350
Certificates of indebtedness. . ... 6,228,013,000
Treasury bills (maturity value)-.__.._._._...... 2, 508, 298, 000
. —_— 22,692,087,350
74,067, 148,557  .»
Matured.obligations:on which interest has ceased. .. .. ... ... ... 87, 309, 050
— 74, 154, 457, 607
Face amount of obligations issuable under above authority..........._. P 50. 845, 542, 393

1 Approximate maturity value. Principal amount (current redemptlon value) according to prellmmary'
public debt statement $10,188,188, 461.

" Reconcilement with Daily Statement of the United States Treasury, June 30, 1942

Total face smount of outstanding public debt obligations issued under authorlty of the

Second Liberty Bond Act, as amended. .. __ e eeimeans $74, 154, 457, 607
:Deduct unearned discount on savings bonds (difference between current redemption value
and maturity value) e eemeeeean 2, 294, 720, 639

71,859, 736, 968
Add other publlc debt obligations outstanding but not subject to the statu-

tory limitation:
Interest-bearing (postal savings bonds, etc.)-...._ .- $195, 990, 180

Matured obligations on which mterest has ceased - 10,990,680
Bearing nointerest. .. ooooo.oioooiccieaoaool .- 355,727,288 .
: ; —_— 562,708, 148
Total:gross-debt outstandxhg as‘of June 30, 1942 ool iiicccemroiaan 172,422, 445,116,

The act also authorized the trapsfer of the liability for Postal
Savings stamps from the-Board of Trustees of the Postal Savings
System to the Treasury Department, and on such transfer established
the outstanding stamps as public debt obligations of the United
States. However, this transfer had not yet been made at the end of
the fiscal year 1942. In addition, the act carried an amendment to
section 4 of the Public Debt Act-of 1941 relating to taxes on income of
obligations of the United States and the agencies or 1nstrumentallt1es
thereof.

The: full text of the Public Debt Act of 1942 appears on page- 272
of this report '

THE GUARANTEED DEBT

The Treasury has made available to certain Government corpora-
tions and credit agencies, authorized to issue obligations guaranteed
‘as -to principal and interest by the United States, all of its facilities
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for the issuance; redemption, etc., of public debt ~obligations, so .
that those corporations desiring to do so could arrange to have their
obligations serviced through Treasury. facilities.

- On October 16, 1941, the Secretary of the Treasury announced that
thereafter the Treasury would prov1de the funds needed by Govern-
ment corporations and credit agencies and that the previous practice ,
whereby such agencies and corporations sold their guaranteed obli-
gatlons in the market would be discontinued. Due to this policy
there was very little activity during the yoar with respect to the sale
of new guarantced issues. However, the facilities of the Treasury
‘were availed of, as usual, to handle thé maturing and redeemable
securities. The following table shows the issues, maturities, and
redemptions of guaranteed issues during the year. .~ '

Major financing. .operations conductéd by the Treasury during the fiscal year 1942
for agencies issuing securities guaranteed by the Uniled States

\

Date . .. .. Issue . " Amount
. NEW OFFERINGS
July 3} 1941 1%A Reconstmctxon Finance Corporation notes, Series W, due .
. pr. . .. -
For cash.....‘ .............................................. $362, 695, 000
In exchange for %4% Reconstruction Finance Corporatlon' ‘ R
. notes, Series N, maturing July 20, 1941 _______ . 208, 668, 000
—————— §571, 363, 000
July 2],1941 l}/F%h Comrgodlty Credit Corporation mnotes, . Series @G, due :
¢ 1
B o) LT« N 210, 781; 000
Inexchange for %% Commodity Credit Corporation notes, N
Seru,sD maturing Aug. 1, 1941 . ... 200, 815, 000 X
—— - 411,596, 000
L 982{959, 000
’ " MATURITIES AND REDEMPTIONS ) ’
- July 20, 1941 7% Reconstruction Fmance Corporatlon notes, BSeries N,
matu ving July 20, 1941 e iicmiieal - 211, 460, 000
Aug. 1,1941 | 38% Cormmodity Credlt Corporation notes, Series D, matur-
) ing AUg. 1, 1940 oo e e ae 202, 553, 000
Nov. 1,1941 | %% Reconstruction Fmance Corporatlon notes, Series P, R . :
" . maturing Nov. 1. 1941 L i icceccaaan 299,739, 000
Nov.. 1,194 | 4% Fedcral Puhhc Housing Authorlty' notes, Series E, matur-
: ing Nov..1, 1941 .. . 112,099, 000 -
Nov. 15,1941 | 1%, Commodlty Credit Corporatlon notes, Series E, maturing .
. Nov. 15, 1941 i cccceiocmeeeas 204, 241, 000
Jan. 15,1912 | %% Reconstruction. Finance Corporation notes, Series R, .
maturing Jan. 15, 1942 - 310, 090, 000
Jan. 15,1942 | 3% Federal Farm Mortgage Corporation bonds of
: : called [or redemption Jau. 15, 1942. . 236, 476, 200
Mar. 1,1942 | 234% Federal. Farm Mortgage Corporation b ' .
: e called for redemption Mar. 1, 1942 ________ .. ... 103, 147, 500
June §,1942 | 23{% Home Owners’ Loan Corpora.tlon bonds, Series @, 1942-. R
44, called for rederaption July 1, 1942 . . .. .. ____. . 846,114, 400
June -5,1942 | 1% Reconstruction Finance Corporatlon notes, Series S, matur- | | . L
. . mg July 1, 1042 e amccmaccm e ermce—eeaaa : 272,272, 000
O © . 2,798,192,100
Decrease in outstanding issues........oooo.. memmacamacemaan . 1, 815, 233, 1&

" Formerly U. S. Housing Authority. .

.The precedmg table does not include small amounts of 2% percent
mutual mortgage insurance fund debentures, Series B, called on
March 25, 1941, and September 27, 1941, for redemptlon on July 1,
1941, and January 1, 1942, respectively. The instructions.issued
by the Secretary of the Treasury for the redemption of the' sixth-called
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and seventh-called debentures will be found as exhibits beginning on
page 287. :

Copies of the offering eirculars and announcements of subscrlptl.ons
and allotments are included in the exhibits beginning on page 282. -

Of the $2,798 millions of securities which matured or were redeem-
able during the year, $2;229 millions were presented in payment of -
subscriptions to ‘Treasury bonds and notes, the details of which are
shown'in the table on page 20.

As a result of the adoption of the policy of financing Government .
corporations and credit agencies through the Treasury, the contingent
liabilities of the Government on account of outstanding unmatured

" market issues of obligations of Government corporations. and credit
_agencies, guaranteed as to principal and interest, decreased from
$6,360 millions on June 30, 1941, to $4,548 millions on June 30, 1942,
a decrease of $1,811 mllhons. Durmg this period the securities: of

- Government corporations and credit agencies held” directly by the
Treasury increased from $302 millions to $4,079 millions, an increase
of $3,777 millions. . '

The neét changes during the year of the various classes of securities
‘guaranteed by the United States are shown in the table that follows.
A detailed; statement of these obligations and of certain other con-
tingent liabilities of the United States as of June 30, 1942, will be
found on page 580.

C’ompamson of obligations guaranteed by the Uniled States outstandmg June 30,
. 1941 and 1942, by agencties !

{In millions of dollars)

’

' - -
s ’ ' k TCré

Corporation or agency Julr;)il30, Juﬂfi; 0, ‘dﬂcfgiize("_')
Unmatured market issues: ' L
Commodity Credit Corporation 696 701 C 5
Federal Farm Mortgage Corporation . 1, 269 930 - =340
Federal Housing Administration: . . .
Mutual mortgage insurance fund. ... R, . 8 9 . 1
Housibg insurance fund. . _ ... .o ..o . ... 9 13 . 4
Home-Owners’ Loan Corporation.... 2, 408 1, 563. - —848
. Reconstruction Finance Corporation. 1,741 1, 220 —522
Federal Public Housing Authority 2. . 226 | 114 —112
Tota) unmatured obligations. . 36,360 24,548 —1,811
Matured obligations, all agencies 11 20 9
Matured interest, all agencies. .. . 3 3 *
Total, based On ZUArAntees. .o .. ..ieo o oo 6,373 4,571 —1,802

*Less than $500,000.
1 Does not include obligations held by the Treasury and reﬂected in the public debt.
24! Ig‘;orzmerly United States Housing Authority; changed by Executive Order No. 9070, dated February
194
3 Docs not include $8 millions of obligations issued on the credit of the United States by the Tennessee
' Valley Authority and hcld by the Reconstruction Finance Corporation,

Noriz.——Figures are roundc_d' to nearest million and .will not necessarily add to totals.

During the_fiscal year the borrowing power of the Commodity
Credit Corporatlon Federal Housing Adiministration, and the Recon-
struction Finance Corporation was extended by the enactment of
further legislation. - The Commodity Credit Corporation, under the
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act of- July 1, 1941 (Pubhc Law 147), was authorized to mcrease by
$1,250,000 000 the amount of obligations which it might issue and
have outstandlng. Under the acts of September 2, 1941, and May

26, .1942 (Public Laws 248 and 559), the authority of the Federal
Housing Administration to insure the principal amount of mortgages

, -was increased by $200,000,000 and $500,000,000, respectively. The
,  aggregate amount of principal- obligations of all mortgages insured
- . bytheFedersl Housing Administration isnowlimited:t6:$43800,000,000,

. except that with the approval of the President such aggregate amount
may be increased to not exceed $5,800,000,000. The borrowing
power of the Reconstruction Finance Corporation was increased
_several times during the fiscal year so that the amount of obligations.
which it was authorized to issue as of June 30, 1942, amounted to
$17,232,062,231, including amounts outstandinv issued under indefinite -

authorlzatlons or a net increase of $10,090,248,183 since J une 30, 1941.

“This net increase resulted from the following changes:

INCREASES

Statutory authorizations with definite limitations:
I. For general purposes:
Act of October 23, 1941—Public Law 278 (55 Stat. 744). ... oooeiiiiiiiaaa.. $1. 500, 000. 000

Act of March.27,-1942—Public Law 506 .(56 Stat. 174) . 500, 600, 000
““Actof June 5, 1942—Public Law 592 (56 Stat 326) 5,:0007000,.000...-
Total (Or EeNeral PUIPOSES. -« -« o eeae et cac et cacacccaceeeecccnnenan 9, 000, 000, QOO

IT. For loans, purchases of stock, securities, ete.:
Act of July 1, 1941—Public Law 144 (55 Stat. 408):
For loans in accordance with Title I of ““The Bankhead-Jones Farm Tenant -
Act,” approved July 22, 1937 (50 Stat. 522) . . ..o oo .. 50, 000, 000
For additional funds for the purpose of making rural rehabilitation Joans to needy
farmers in accordance with Title II of “The Bankhead Jones Farm Tenant

Act’ approved July 22, 1937 (50 Stat. 524). .......:... 120, 000, 000
For loans and the purchase ol property in accordance with section 7 of ti ra.
Electrification Act of May 20, 1936, as amended (7 U. S, C. 901-914) ... __..__ 100, 000, 000
To provide for the financing of the War Damage Corporatron act of March 27,
1942—Public Law 506 (56 Stat, 174). ... .o 1, OOO, 000, 000
Total loans, purchases of stock, securities, ete... ... o .o _ 1,270, 000, 000
Total statutory authorizations with definite limitations..... ... . _.__.__.._._ 10, 270, 000, 000
Statutory authorizations with-indefinite limitations:
For subscriptions to preferred ‘stock in national- baukmg ‘associations, State banks,
or trust companies (48 Stat, 6: 12U, 8, C, 51-d) . . oo iie o —179, 331, 263
IV. For loans to the Federal Housing Administrator (48 Stat. 1247; 12 U. S. C. 1705)... 5, 000, 000

Total statutory authorizations with indefinite limitations —174,331,263

B e sl alP10,095,668,737
DECREASES
V. Obligations of the Reeonstruction Finance Corporation canceled by the Secretary of

the Treasury pursuant to act of February 24, 1938 (52 Stat, 79), on account of expenditures
for—

Federal Housing Administrator (section 4 of National Housing Act)................. 5, 000, 000

. Expenditures of the regional agricultural credit corporations (section 201 (e) of Emer- v

, gency Relief and Construction Act of 1932; section 33 of Farm Credit Act of 1937) . 420, 554
T0t8] QOCTOASES - - - e - oo oo e o oo e o oo e e e e e e memameennan 5,420,550

VI. Net increase in borrowing DOWer . - o ..ot iaimamacameeaae 10, 090, 248, 183

The provisions of law authorizing agencies to issue obligations
guaranteed by the United States have placed certain limits with
respect to the total amounts that can be issued. This lcglslatlon with
respect to the limitations established may be placed in three groups
as follows
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(1) Definite limitation.—Provisions’ stating a specific amount of
obligations which may be (a) issued, or (b) issued and outstanding at
‘any-specified time. When the legislative authority provides only for
the issue of obligations, the agency may issue obligations in a definite
amount but after they have been retired may not issue new obligations
in an equal amount. Under the second provision, the agency may
reissue obligations provided the total amount outstanding does not
exceed-the authorized:limit. . ‘

(2) Indirect limitation.—Provisions not stating a spec1ﬁc amount
of obligations that may be issued and outstanding at any time, but
the amount issued and outstanding is contingent upon other specific
limiting factors. As a result there is an indirect limit upon the
amount which may be issued and outstanding at any one time. o

(3) No specific limitation.—Provisions not stating a specific amount
of obligations which may be issued or issued and outstanding at any

" one time, but the amount is contingent- upon other specific factors,
the amount of such factors also being indefinite.

.~ The table that follows shows, by agencies, the amounts of obliga-

".tionsuauthorized to .be outstandlng as of June 30, 1942, and the
amounts actually outstandmg on that date.

Borrowmg power and outstandmg issues of Governmeni corporalions and credit
agencies whose obligations are guaranteed by the United States, June 30, 1942

. . {In millions of dollars]
Qutstanding obligations
Borrowing | :
power ) Held by others !
Total Held by
. Treasury :
Unmatured| Matured 2
I. Agencies issuing obligations for cash or
in exchange for mortgages:
Commodity Credit Corporation. ___.. 2, 650 .1,101 400 701 *)
Federal Farm Mortgage Corporation.. 2, 000 1, 207 263 930 14
Home Owners’ Loan Corporation._..: 34,750 2,119 551 1,563 | 5
Reconstruction Finance Corporati 17, 232 3,754 2,534 1,220 *) .
Tennessee Valley Authority_ ... . .70 , 65 57 48 ...
~ Eederal. Public HonsingeA uphor o« %800 ¢ +.388 2741 . . 114 ™
Subtotal ... 27,502 1 8,634 4,079 4,535 20
1I. Agencies issuing obligations only in .
payment of defaulted and foreclosed in- R
sured mortgages: ) .
Federal Housing Administration...... 8 4 800 b U R .21 *)
United States Maritime Commission. . C8200 |oooooo.... S R (AR SN PSR
Subtotal ... . - 5,000 b2 B D 21 *
Grand total ... .. ... ... .. 32, 502 8, 655 : 4,079 4, 557 20

* Less than $500,000.

' Exeludes matured interest, all agencies, in amount of $3 millions.

3 Funds have been deposited with the Treasurer of the United States for payment of all obligations guaran-
tee]cll by the United States, representing outstandmg matured principal of $20 millions and interest of $3
millions.

3 This amount may be increased only by the amount of issues for réfunding purposes.

4 Issned on the credit of the United States and held by the Reconstruction Finance Corporation.

8 Limit of authority to insure mortgages. Thisamount may be increased by $1,000 millions upon approval

. by the President. Debentures may be issued and tendered only in exehange for insured property acquired
through foreelosure. .
¢ Limit which may be outstanding at any one time with respect to the insuring of mortgages. '

2
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'

'

ABSORPTION OF THE INCREASE IN SECURITIES ISSUED OR
GUARANTEED BY THE UNITED STATES

The total volume of direct interest- bearing public debt securities
-outstanding on June 30, 1942, amounted to $72.0 billions, an increase
of '$23.6 billions durmg the year; and the total volume of securities
guaranteed by the United States outstanding was $4.5 billions, a

decrease of $1.8 billions during the year.
billions in the securities issued or guaranteed by the United States,

Of the net increase of $21.8

$6.2 billions, or 28 percent, was acquired- by commercial banks;
$0.5 billion, or 2 percent, by mutual savings banks; $2.0 billions, or
9 percent, by insurance companies; $0.5 billion, or 2 percent by
" the Federal Reserve Banks; $2.1 billions, or 10 percent, by Govern-
ment agencies and trust funds, and the remaining $10.5 billions, or
48 percent, by all other investors—tax-exempt institutions other than
mutual savings banks; individuals, partnerships, and personal trust
accounts; and corporations other than commercial banks and insur:

ance companies.

The absorption of almost one-half of the increase

in the debt by “all other investors” was due in large part to the
purchases by individuals of considerable amounts of United States

savings bonds offered during the year.
The following table shows the absorption of the increase in the

~debt by the principal types of investors during the fiscal yeat 1942.

Estimated absorption of the increase in the interesi-bearing United States Government
debt - during the fiscal year 1942 and each half of the fiscal year, classzﬁed by type

of investor

Amount absorbed (in bil-
lions of dollars)

Percent absorbed

1. Total debt:?
Commercial banks

‘Mutunal savings banks

Insurance companies. ..
Federal Reserve Bank:
Government agencies and trust funds..
All other investors. . .oooooeeoooooooooon

JIL ‘Marketable debt:

Commercial banks..._.__. gam e mne
Mutual savings banks. -

Insurance companies. ... . O &

Federal Reserve Banks__________.__..._
Government agencies and trust funds..
All gther inveéstors . ......_...._..._._..

III. Nohmarketable debt:?

Commercial banks___...____ meegommnar
Mutual savings banks.
Insurance companies._........c..........
Government agencies and trust funds..
All other investors. ... ...............

July 1, July 1,
1941~ Full 1941-
Dec. 31, | year Dec. 31,
1941 1941
6.2 .6 1.6 28
.5 .2 .3 2

. 2.0 .9 1.0 9 11
.5 .4 .1 2 1
2.1 1.1 1.0 10 12
10.5 -5.5 5.0 48 55
T 218 12.7 9.0 100 100
15 55 38
.3 4 8
1.0 17 27
1 4 2
.2 3 5,
.8 16 20
3.8 100 100
.1 2

() *) *y

L(*) *) *)
.9 16 17
4.2 82 81
2 100 100

. *Less than $50 millions or 0.5 percent.
"1 Includes securities issued or guaranteed by the United States.

- ¢ Includes United States savings bonds at current redemption values, oxcept for Series G which 1s at .

par value

NOTE —Flgures are rounded and will not necessarily add to totals, .
SoURCE.—ESstimates based on Treasury Survey of Ownership of Gdvernment.Securities.
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The distribution of the ownership of the direct and. guaranteed secur

rities at the beglnmng and end of the fiscal year 1942-is estlmated as
follows: _ : : » :

Bstimaled distribution of the o‘wn'ersh‘ip of the 'interest-bearing United States Govern-

ment debt ! as.of June 80, 1941, and June 30, 1942, classified by type of tnvestor

June 30, 1941 . " June 30, 1942
* Amount held Amount held
(in billions Pe{g(iglt of (in billions Pel;g%:f of
of dollars) ' " of dollars) -
I. Total debt:? - :
Commercial banks. ... ............_. r19.9 | 36 26.1 3
Mutual savings banks. 3.4 [ 3.9 . b
Insurance cornpanies. . ___ r7.0 13 8.9 12
Federal Reserve Banks_._______________. ! 2.2 4 2.6 3
Government agencies and trust funds. ... ©, 8% 15 10.6 14
All other investors r13.8 25 ‘244 ‘32
. b N ' 54.7 100 "16.5 | 100
I, ‘Marketable debt: ‘ . :
Commercial banks. ... ... ... 19.6 44 25.7 47
Mutual savings bauks 3.3 8 3.8 7
Insurance companies._.... 6.9 16 ; 88 16
Federal Reserve Banks..o.________.__. 2.2 5 2.6 5
Government ageuncies and trust funds. 2.4 5 2.7 5
All other investors. . oo 9.6 22 11.4 21
BT ) D 4.1 100 85.1, 100
III. Nonmarketable debt: 3 N .. . ]
Commercial banks. . : .3 3 . .4 2
Mutual savings bank ™ *) . ()] ™
Insurance eompames ™ - . (@) .1 *)
Government agencies 6.1 57 7.9 37
All other investors. - .ueoooowooooooooo.. 4.2 39 13.0 61
1) 10.7 100 21. 4 100

*Less than $50 mxlllons or 0.5 percent . -
. ¢ Revised. Ty

I Includes securities issued or guaranteed by the Unifed States.

2 lnolludes United States savings bonds at current redemption values, except for Series G which is at
par value

. NoTE.—Fizures are rounded and'will not necesqanly add to totals.
‘ Source.—Estimates based on Treasury Survey of Ownershnp of Government Secuntxes

GENERAL FUND

The General Fund includes all moneys of the Government deposited
with and held by the Treasurer of the United States, including the
moneys covered into the Treasury which can be withdrawn only in
pursuance of an appropriation by Congress. - Every receipt of the
Treasury, from whatever source, and every expenditure, of whatever
nature, affect either the assets or liabilities, or both, of the General
Fund shown in the daily statement of the Treasury. The total

‘amount of the assets over and above the total amount of the liabilities
Tepresents the balance in the General Fund available to meet Gov- -
ernment expenditiires for general, special, and trust accounts, etc.

The assete in the General Fund consist 'of gold, silver, currency,
. coin, unclassified collection items, etc., and deposits to' the credit of
the Treasurer of the United States and other Government officers,
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in Federal Reserve Banks, special depositaries account of sales of
Government securities, national and other bank depositaries, foreign
depositaries, and the treasury of the Philippine Islands.
~ The liabilities of the General Fund consist of outstanding Treas-
urer’s checks, deposits of certain Government officers composed of
balances to the credit of the Post Office Department, the Board of
Trustees of the Postal Savings System, and postmasters, clerks of
courts, dlsbursmg officers, etc., and uncollected items, exchanges, etc.
The balance in the Gcneral Fund is classified according to incre-
ment on gold, seigniorage, and working balance.
The net change 1 in the balance of the General Fund from the begin-
ning to the close of the fiscal year is accounted for as follows:

Analysis of the change in the General Fund balance belween June 30, 1941, and .
June 80, 1942

[On basis of daily Trcasury statemeats (unreuscd) see p. 387. For a descnptlon of* accounts through
which Treasury transactions are effected, sec p. 388]

Bala:ge June 30, 194L.;..4.....r. ........................ L e e aaaan * $2,633, 174 062.11
Ordinary receipts, net t____ ) 12, 799, 061 621..02 -

Trust: aceountswmcremcnt 1d,

Net increase in gross public debt

23, 461, 001, 580. 51
42, 084, 121, 363. 35

Deduct
Expenditures chargeable against ordunary
receipts:
General and special accounts......____ $32, 491, 307, 397.69
Less pubhc debt retirements.___.__.__ 94, 722, 300. 00
——————————— $32, 396, 585, 097. 69

Trust accounts, increment on gold, ete_ ... ... . .__.__. 2 6, 696, 389, 049. 89

39,092, 974,147. 58

Balance June 30, 1942, e 2,991,147, 215.77,
1 Exclusive of emp]oymcnt taxes collected and deposited.as provided under sec. 201 (a) of the Sogial Sceu-
rity Act Amendments of 1939 less reiinbursements to the Gencral Fund for administrative expenses. Such
net amount is included in ‘“Lrust accounts, increment on gold, ete.” on the following line.
7 On basis of classifications in effect after June 30, 1942, : :
A comparative analysis of the assets and liabilities and the balance
“of the General Fund is shown for the beginning and close of the fiscal

year in the table on page 594 of this report.

SECURITIES OWNED BY THE: UNITED STATES AND PROPRIETARYW
INTEREST IN GOVERNMENT "CORPORATIONS ' AND' CREDIT“
AGENCIES _ '
- ' © . Securities owned ,

On June 30, 1942, the United States owned securities consisting-of
capital stock, bonds, etc., of Government ecorporations and agencies
and -indebtedness - to the Governmnent by railroads, farmers, .ship-
owners, and others, in the face amount of $6,468 millions; and obliga-
tions of foreign governments in the ‘principal amount of $12,661
millions. A statement of the securities owned, exclusive of foreign
obligations, at the end of the fiscal year 1942 is shown'in the table on
page 598. A summary of the holdings of securities at the end of the
last 2 fiscal years is shown in the following table. ‘
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Summmy of securilies owned by the United States Government, exclusive of foreign
oblzgatzons, June 30, 1941 and 1942

Security

June 30, 1941

June 30, 1942

Increase or de-
crease (—)

Capital'stock of Government corporations_ . ...
Pmcl in surplus of Govemment corppratrons and
- agencies.
Bonds and
agencies...._ . .
‘Oter~securities Y. ... oo ...

$1, 296, 986, 311.11
- 145, 724, 985. 79

301, 688, 750. 00
971, 748 894.15

$1,368, 650, 580. 88
145, 861, 238. 02

4, 078, 690, 945. 91
874 669,'305. 25

$71, 664, 269. 77
136, 252. 23

3,777, 002, 195.91
—97, 079, 588. 90

2,716,148,041. 06

~6;"467;:812, 070.06+

3,751,:723:128:01

1 Tncludes loans and advances by Farm Security Admmlstratlon Rural Electrification Administration,
and Pubhc Works Admmxstratxon .

An applopnatlon of $150 mllhons was - approved July 25, 1942
(Public Law 678), to effectuate the subscription to the ‘capital stock
of the Smaller War Plants Corporation by the Secretary of the
Treasury, as authorized by an act of June 11, 1942. (See exhibit -
63, page 343.)

In accordance with the acts approved February 24 1938 (52 Stat
79), and March 28, 1941 (55 Stat. 55), the Secretary of the Treasury
- canceled obhgatlons of the Reconstruction Finance Corporation during
1942 amounting to $5 millions, representing expenditures previously
made by the Corporation. This brought the total of the obliga-
tions of the Reconstruction Finance Corporation canceled to $2,740

millions, as shown in the following table.

Reconstruction Finance Corporation:

Obligations canceled to June 30, 1941 . . .. ..ol eicecmaaaan

Obligations canceled during 1942 pursuant to the act of Feb. 24, 1938 on .

account of expenditures for—

Federal Housing Administrator (sec. 4 of National Housing Act).. $5,000;000.00
. Expenses of regional agricultural credit corporations (sec. 201 (e) of
. Emergency Relief and Constructron Act of 1932; sec. 33 of Farm
Credit Act of 1937) o el J

‘Amount
$2, 734, 475, 131.00

420, 554. 09
_— 5, 420, 554.09

Total to June 30, 1942 . __.__.._.._....... e 2,739, 895, 685. 09

Propmetary mterest in Government corporations and credit agencies

In;,Qiﬁdel’v, to-.reflect .the. amount .of the Government’s interest in
Government corporations and credit agencies, the Treasury compiles
from reports received from such agencies a ‘“Combined statement
of assets and liabilities of Government corporations and credit agencies
of the United States,” which is published in the daily Treasury
statement at the end of each month. This statement shows the
amount and classification of the assets and liabilities of the various
agencies, the privately owned proprietary interest in' such agencies,
and the proprietary interest of the United States. The statement as
of June 30, 1942, appears as table 88 beginning on page 624, and a
summary table of the Government’s proprietary interest in such
agencies as of June 30, 1930 to 1942, appears as table 89 on page 631
of this report.
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MONETARY DEVELOPMENTS
International monetary cooperatwn

Stabmzatwn agreements. —Contmumg its policy of aldmg frlendly

forelgn governments' in the stabilization of their currencies, the
-Treasury, during the fiscal year. 1942, entered into stabilization agree-

ments with the Governments of Mex1co Ecuador, and Iceland.:

On November 19, 1941, astabilization agreement was entered _1nt0
by the Secretary of the Tre‘asury, the Government of the Republic of
Mexico, and the Banco de Mexico providing that up to $40 millions
of the United States stabilization fund would be used for the purpose
of stabilizing the United. States dollar-Mexican peso rate of exchange
(See exhibit-40, p. 291.)

On F ebruary 27, 1942, the Secretary of the Treasury" ‘and the Gov-
ernment of the Republic of Ecuador signed a stabilization agreement
providing that up to $5 millions of the United States ‘stabilization
fund would be used for the purpose of stabilizing the United States
dollar-Ecuadoran sucre rate of exchange. (See exhibit 41, p. 291.) - -

As a further link in the closer relations between the Governments of
the. United States and Iceland, the Secretary of the Treasury, the
Government of Iceland, and the National Bank of Iceland signed a
stabilization agrecment on May 5; 1942. This. agreement provided
that up to $2 millions of the United States stabilization fund would.
be used for the purpose of stablhzmg the United States dollar-Icelandlc
krona rate of exchange. (See exhibit 42, p. 292.) o

In the stabilization agreements descrlbed above provision was also
made for periodic conferences among representatives of the signatories
to discuss monetary, financial,” and economlc problems of mutual
interest.

. At the time. the stablllzatlon agreement between Me‘ﬂco ahd the
United States was signed, a silver purchase agreement was also entered
into. This agreement was a month-to-month arrangement between
_the United States and Mexico under which the United-States Treasury
undertook to purchase monthly up to 6 million ounces of newly
mined Mexican silver. Actually no silver was purchased under this
agreement during the fiscal year 1942, as all silver imported from
‘Mex1co since the agreement was sold on the commercla] ma;rket (See
exhibit 40, p. 291.) '

’ Durm0 the year three gold purchase agreements were made with
‘the Union of Soviet Socialist Republics. The agreements called for
future delivery of the gold purchased by the Treasury. The first
purchase amounting to $10.5 millions, was made on Aucrust 15, 1941,

on 8 90-day delivery basis, and delivery was completed by October 20,

1941. The second agreement, made on October 10, 1941, was for the
purchase of ‘$31.6 millions of gold, and called for its délivery within’

Digitized for FRASER
http://fraser.stlouisfed.org/

Federal Reserve Bank of St. Louis:



REPORT OF THE SECRETARY OF THE TREASURY 43

180 days, by April 8, 1942. The delivery date was extended because
of transportation difficulties, but by ,April 20, 1942, delivery had
been completed. On January 3, 1942;.a third agreement was entered
into, the Treasury purchasing an addltlonal $21.1 mﬂhons of gold
from the U. S. S. R., to be delivered within 180 days. By June 30,
1942, a substantial part of the gold had been delivered. :
- Dollar assets made available by these gold transactions were used

' by the U. 8. S. R. to purchase in the United States goods and services
in addition to materials being obtamed under the terms of the lcnd-
lease arrangement.

One of the most important international agreements during 1942 was |
that between the United States and China, on March 21, 1942, provid-
ing financial aid to Chkina. By the terms df the agreement the Secre-

~ tary of the Treasury established on the books of the United States
- Treasury a credit in the name of the Republic of .China for $500
- millions. The Secretary of the Treasury agreed to make transfers
from this credit to accounts of the Government of the Republic: of
~China in the Federal Reserve Bank of New York at such times and in .
such amounts as. the Government of the Republic of China should

request.
© This agreement was signed by the Secretary of the Treasury on be-
half of the. United States under the authority granted to him by Pubhc
Law No. 442, approved February 7, 1942,

“In a joint statement, Secretary of the Treasury Mmgenthau and
H]S Excellency T. V. Soong, Minister of Foreign Affairs of the Repub-
lic of China, said that the purpose of the agreement was to “‘contribute

. substantially towards facilitating the great efforts of the Chinesepeople

“and their Government to meet the financial and economic_burdens
which have been imposed upon them by almost 5 years of continuous
attack by Japan.” (See-exhibit43, p. 292). . A significant provision
in the agreement defers the final determination of the terms upon
which the financial aid is given, including the benefits to be rendered
the United States in return, “until the progress of events after the war
malkes clearer the final terms and benefits which will be in the mutual
interest of the United States and China and will promote the estabhsh—
ment of lasting world peace and security.”’
_ Inter-American conferences.—As a, further step in the cooperatlon of
the American Governments in the establishment of hemispheric soli-
darity and in accordance with agreements adopted at previous inter-
American conferences, a conference of the Ministers of Foreign Affairs
of the American Republics was held in Rio de Janeiro from January 15
to January 28, 1942. Three of the 41 resolutions adopted at the Rio
Gpnference have particular significance from the point of view of inter-
American financial and monetary cooperation:
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’ < 1. Resolution No. V recommends the adoption of measures by the
American Republics necessary, among other things, to: :
(a) Cut off all commercial and financial intercourse with the Axis
powers;
(b) Prevent transactions within the Western Hemlsphelc which
m1ght benefit the Axis;and, . . :
fc)- Control the operatlon of Axis ploportles w1th1n Amencan;]urxs- _
dictions.
In accordance with this resolution many of the American Republics
instituted measures which strengthened the United States Foreign
Funds Control regulations with respect to transactions involving the
properties of enemy nationals. Further effect to the resolution was
given by the Inter-American Conference on Systems of Economic and
Financial Control which was held in Washington, D. C., from June-30
to July 10, 1942. At this conference resolutions were adopted recom-
~ mending more specific economic and financial measures against aggres-
sor nations.
- 2. Resolution No. X recommended that the Amerlcan ‘Republics
which had not already adhered to the convention for the establish-
ment of an inter-American bank study the proposal as soon as possible.
- 3. Resolution No. XV recommended that the American Republics
participate in a conference of Ministers of Finance to consider the
establishment of an international stabilization fund. . Among the’
‘purposes of the fund would be stabilization of exchange rates, en-
couragement of ‘the international movement of ‘productive capltal
correction of the maldistribution of crold and the strenO'thenmcr of
monetary systems :

Domestic monetary events

The Treasury’s prmmpa,l problem during the ﬁSC‘Ll year 1942 shlfted
from that of financing the defense program to that of financing the war
program “of -the United .States. ' To. finance the huge war expend1-

-tures which grew steadily during the fiscal year the Treasury presented
to Congress a tax program and instituted a war savings bond program
which were designed to help raise necessary war funds and to combat

- inflation. These programs are discussed elsewhere in this report.
(See pp. 27, 46, and 353.) '

Among other measures taken to combat 1nﬁat10n the Board of
Governors of the Federal Reserve System, after consultation with the
Secretary of the Treasury, on September 23,1941, increased reserve
requirements of :the -member banks to their statutory: limits: on
demand ‘deposits, 26 percent for central reserve city banks, 20 percont
for reserve city banks, and 14 percent for other banks; on time
deposits, 6 percent for all classes of banks.

Digitized for FRASER
http://fraser.stlouisfed.org/

Federal Reserve Bank of St. Louis : I



REPORT OF THE SECRETARY OF THE - TREASURY 45.

In connection with this action, the Secretary of the Treasury and

the Chairman of the Board of Governors issued . the following state-
‘ment, in which the Board of Governors concurred :

“The Treasury and the Board of Governors will continue to watch
the economic situation and to cooperate with other agencies of the
Government in their efforts, through priorities, allocations, price

. regulation, and otherwise, to*fight irflation. Recommendations -oh
the question of what additional powers, if any, over bank reserves
the Board should have during the present emergency and what form
these powers should take will be made whenever the Treasury and
the Board, after further consultation, determine that such action
is necessary to help in combating inflationary. developments.”

Title IV of the Second War Powers Act, approved March 27, 1942,
amended subsection (b), section 14 of ,tvhe‘F.ede‘ral Reserve Act, as
amended, by authorizing the Federal Reserve Banks to acquire -
directly from the United States bonds, notes, or other obligations of
the. United. States, direct.or guaranteed, provided that the aggregate
amount acquired dir ectly from the United States and held at any one.
time by the twelve Federal Reserve Banks shall not exceed $5 billions.

- (See exhibit 30, p. 273.)

Because of - the growing scarcity of strateglc metals, the Treasury -

_ took steps to conserve copper, tin, and nickel for the war effort. o

To release copper for essential war uses, the Secretary of the Treas-
ury,entered into an agreement on May 6, 1942, with the Defense Plant
‘Corporation to lend-lease silver from the Treasury’s free silver stocks
to be used by plants engaged in war production, particularly aluminum
and magnesium plants. The silver lend-leased under this agreement
will not be' consumed in productlon and title to the silver remains
in the Treasury. Transfers under this arrangement were begun on
June 29, 1942. - The utilization of free silver in this manner- will
release more than 40,000 tons of copper for-urgent war purposes. (See,
exhibit 44, p. 292.)

A measure designed to save annually almost a million pounds of
nickel and up to a million pounds of copper was provided for in
Title XII of the Second War Powers Act relating to the coinage of
5-cent pieces. (See exhibit 45, p. 293.) This section of the Second .
War Powers Act provided that until December 31, 1946, the metallic
content of all 5-cent pieces coined should be one-half silver and
one-half copper, but the Director of the Mint with the approval of

the Secretary of the Treasury and the Chairman of the War Pro- . '

duction Board was authorized to vary'the proportions of silver and
copper and to add other metals if such-action-was in the publicinterest.
A third of the copper and all the nickel formerly going into the 5-cent
piece would be eliminated by changing its composition to half silver
and half copper.

g
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' The Bufeau of the Mint announced that it also expeets to save

100,000 pounds of tin a year through a change, under existing laws,
in the content of the cent. In addition, 40,000 pounds of tm on'

hand were turned over to defense 1ndustr1es
- The outbreak of war in the Pacific area and the consequent poss1-

blhty that the enemy would ‘attempt an invasion of Hawaii-led“to
action designed to prevent the enemy’s seizure of United Statés -
currency should an invasion attempt succeed. Regulations issued on

June 25, 1942, by the Governor of Hawaii provided that persons
holding ordinary United States currency in the Territory of Hawaii
exchange such currency by J uly 15, 1942, for United States currency
of o special series to be used only in the Territory. The new series
for Hawaii differs from other series of United States currency in that
it bears the distinctive overprint “Hawaii’’ in bold-face type on each
end of the face and the word “Hawaii’”’ across the reverse side. Since
this currency circulates in Hawaii only, it would not be difficult to
eliminate its value to any invaders who might seize it. The Hawaiian
currency replacerhent program resulted from the careful study of
Hawaiian currency problems by the Treasury, War, Navy, and
Interior Departments in collabora‘mon W1th Hawaiian civil and mili-
tary authorities.

As the international crisis deepened, fore1gn funds control developed
into a very important weapon of economic warfare. A discussion’ of
fore1gn funds control developments is contained on p. 56.

| ' REVENUE LEGISLATION
. Revenue legislation enacted in the fiscal year 1942 included the

Revenue Act of 1941, the Pubhc Debt Act of 1942, and other acts

enumerated below.

. : Revenue Act of 1941

, The Revenue Act of 1941, approved September 20 1941, imposed
.the largést tax burden in the history of the United States This was
accomplished chiefly by a general increase in"the rates of most of the

forms of taxation imposed by the Federal Government and. the

addition of new excise taxes to articles heretofore untaxed. o
In the case of the individual income tax, while the normal tax
. rate was not changed, surtax rates were 1ncreased and the surtax
was applied to the first dollar of surtax net income. The 10 per-
cent defense tax was integrated into the income tax structure,
as it was integrated into other Federal taxes. Surtax.rates ranged
from 6 pércent on the first $2,000 of surtax net income to 77
percent on the port1on of the surtax net income in excess of $5 millions.
. This increase in the rates of the individual i income tax was accom-
pamed by a reduct1on of the personal exemptions from $2,000 to
$1,500 in the case of married persons and heads of families, and from
$800 to $750 in the case of single persons. The credit of $400 for the

'
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first dependent was eliminated for the head of a family who claimed a
deduction as head of -a family by reason of there being one or more
dependents.

The rate applicable to a nonresident alien individual not engaged
in business within the United States, and not having an office or place
of business therein, was raised from 15 percent plus the defense tax,

" or a total of 16} percent to 27% percent. A

In the case of domestic corporations with a normal-tax net income
of over $25,000, and in the case of resident foreign corporations, the .
tax on normal-tax net income was fixed at 24 percent. Domestic
corporations with a normal-tax net income of not more than $25,000

- were taxed at the rate of 15 percent on such income not in excess of
$5,000, plus 17 percent of any excess over $5,000 up to $20,000, and
plus 19 percent of any excess over $20,000. The act 1mposed on
domestic and resident foreign corporatnons for the first time a surtax
of 6 percent on the. first $25,000 of corporatlon surtax net income,

. plus 7 percent on corporation surtax net income over $25,000.

The rate of tax on foreign corporations not engaged in business
within the United States and not having an office or place-of buslness
therein was increased from 16 percent to 27% percent.

Excess profits tax rates were increased by 10 percentage pomts in
each bracket so that the rates ranged from 35 percent on the first
$20,000 of adjusted excess profits net income to 60 percent on such
"income over $500,000. In the case of corporations using the invested
capital method, the credit was changed from 8 percent of invested
“capital to 8 percent of invested capital not in excess of $5 millions,
and 7 percent of the invested capital in excess of that amount.

The capital stock tax rate, including the defense tax, was increased
from $1.10 to $1.25 per thousand of adjusted declared value. '

Estate and gift tax rates were also increased under the 1941
act. Estate tax rates ranged from 3 percent on the portion of the net
estate not. in excess of $5,000 to 77 percent on the portion in excess
of $10,000,000. Under prior law, the rates (excluding the defense
tax) ranged from 2 percent on ,the portion of the net estate in excess
of $10,000 to 70 percent on the portion in excess of $50,000,000. The
Revenue Act of 1941 made no alteration in the estate tax exemption
of $40; ;000 for addltlonal estate tax purposes nor in the $40, 000 exemp-
tion for insurance. The new gift tax rates were in edch case, as under
the present law, three—fourths of the corr espondmg estate tax rate.

Defense tax rates imposed in eonnectlon with various excise taxes
were made permanent. Increased taxes were lev1ed on playmg
cards, safe deposit hoxes, dlstﬂled spmts, imported perfume, wines,
tires and tubes, radio sets and parts, mechanical refrigerators,

“and telephone, telegraph cable, and radio messages. Floor stocks

'-“.ftaxes providing for a levy on stocks of goods held by persons other
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than a manufacturer, producer, or -importer were imposed on tires
and tubes and alcoholic beverages. New manufacturers’ excise taxes -
were levied on phonographs, phonograph records, musical instruments,
matches (except fancy wooden), sporting goods, luggage, electric, gas
- and oil appliances, photographic apparatus, electric signs, business and
store machines, rubber articles, washing machines, optical equipment,
ard electric light bulbs. New retailers! excise taxes were levied on
jewelry, furs, and toilet goods. New taxes were also imposed on the
. transportation of persons, on coin-operated amusement and gaming
devices, bowliag alleys, billiard and pool tables, and on the use of motor
vehicles and boats.
 The act amended the tax on admissions to provide that a tax of
1 cent should be imposed for each 10 cents or fraction thereof paid
for admission, except that no tax was payable by children under 12
where the admission charge for such children was less than 10 cents.
Exemptions previously allowed in the case of admissions to enter-
~ tainments held by religious, educational, or charitable organizations
were eliminated. On the other hand,; the special tax rate for certain-
persons on reduced or free admissions were extended to members of
the armed forces of the United States and the Civilian Conservation
Corps when in uniform. For.such persons, the tax was based upon
the amount actually paid and not upon the established price.

The cabaret tax was increased from 2 cents for each 10 cents of the,
admission charge, which was deémed to be 20 percent of the total
amount paid for refreshments, services, and merchandise, to 5 percent.
of the total charge.

In addition to the increases in rates, certain changes in the manner
in which the taxes were imposed, computed, and collected should be
noted. ' '

One of the foremost of these changes was a simplified tax schedule for
individuals with gross incomes of $3,000 or less derived solely from
salaries, wages, compensation for personal services, dividends, inter-
est; rent, annuities, and royalties. The schedule fixed an income tax
for each $25 of gross income from $750 to $3,000 in the case of a single
person and $1,500 to $3,000 in the case of a married person or the head
of a family. The use of this schedule, which was optional with the tax-
payer, permitted a taxpayer to determine the amount of his income
tax merely by locating his gross income, diminished by $400 for each
dependent, on the schedule. In preparing the schedule, allowance was
made for the average amount of deductions taken by persons in the
lower-income brackets in computing their taxes in the regular manner.
The taxpayer by using the form was relieved of the necessity of deter-
mining his deductions, of computing net income, and of calculating
both normal tax and surtax. The schedule was des1gned to facilitate
the_filing of returns by persons with smaller incomes, particularly
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those added to the list of taxpayers by the reduction of the personal
exemptions. Administrative problems in reviewing such returns were
" likewise diminished.

For taxpayers on a cash basis, income from nonmterest—bearmg -

securities sold at a discount was, under prior law, taxable in full upon
redemption of the bond. Ta‘(payers reporting on the accrual basis
were allowed to report and pay tax on the income as it accrued. The
Revenue Act of 1941 extended to taxpayers on the cash basis the privi-
lege of electing to report income from these securities as it accrued.

The discount on obligations of the United States, States, Territories,
political subdivisions, or the District of Columbia, issied on a dlscount

- basis after March 1, 1941, and payable without interest at a fixed
maturity date not exceedlng one year from the date of issue, was not
deemed to accrue until such obligation was paid at maturity, sold or
otherwise disposed of. Such obligations were not to be treated as
capital assets. - ‘

Under the excess profits law, the income tax had heretofore been
allowed as a deduction in' computing the excess profits tax. The 1941
act provided instead that the excess profits tax was to be allowed as
a deduction in computing the income tax.

To encourage the investment of new capital in corporate enter-
prise, a special inducement was offered in the form of a more liberal
allowance for new capital in computing the excess profits credit under
the invested capital method for new capital. New capital in the form
of money or property paid in for stock during taxable years beginning
after December 31, 1940, and of taxable stock dividends made during
the same period was cou.nted at 125 percent of its value in computmg
equity invested capital. ‘

The Revenue Act of 1941 established a committee to study all
‘expenditures of the Federal Government with a view to recommending

| the elimination or reduction of all such expenditures deemed to be
nonessential. The Committee is composed of three members of the

. Senate Committee on Finance and three members of the Senate
Committee on Appropriations, three members of the House Com-
mittee on Ways and Means and three members of the House Com-

~mittee on -Appropriations, the Secretary of the Treasury, and the
Director of the Bureau of the Budget Suggestions of the Secretary

‘of the Treasury for reductions in nondefense expenditures are con- °

tained in the exhibit on page 379.

Public Debt Act of 1942 N

Under the Public Debt Act of 1942, approved March 28, 1942, the
provisions of the Public Debt Act of 1941 removing the exemption
from Federal income taxation previously given to obligations of the
United States and its instrumentalities, were extended to shares,
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certificates of stock, and other evidences of ownership issued by
~ agencies and 1nstrumentaht1es ‘of the United States. A
Obligations issued under the Second Liberty Loan Act and redeem-
-able upon demand were made acceptable in payment of taxes imposed
by the United States.

_ Other revenue legislation

~ Other laws affecting the revenue are as follows:
- Public Law 187, July 22, 1941, amending sections. 3341, 3351, and
3361 of the Internal Revenue Code, to extend the allowance of draw-
back of internal revenue tax on articles exported from the United
States upon which an internal revenue tax has been paid to like
‘articles when shipped from the United States to the Philippine Islands,
Virgin Islands, Puerto Rico, Guam, and American Samoa, and repeal-
ing section 2907 of the Internal Revenue Code, the collection of inter-
nal revenue tax if export cases of distilled spirits are tampered with.

Public Law 285, October 30, 1941, amending section 124 of the
Internal Revenue Code by éxtending the time for applications, and
changing the procedure, for certification of national defense facilities
and contracts for amortization purposes. _

Public Law 386, December 26, 1941, amending section 3508 of
the Internal Revenue Code to fix the date of termination of the taxes
on sugar as of June 30, 1945, ‘

Public Law 412, January 24, 1942, amending section 2883 of the
Internal Revenpue Code relating to the production of alcohol.

Public Law 436, February 6, 1942, amending section 124 of the
Internal ‘Revenue Code to simplify the procedure in connection with

- the amortization of national defense facilities. '

Public Law 490, March 7, 1942. Sections 13 and 14 of this act
provide for the postponement of the filing of income tax returns
and the payment of Federal income taxes in the case of members of
-the armed forces of the United States and also in the case of Federal
Government employees who are prisoners of war. ,

Public Law 497, March 13, 1942, suspending during the existing
national emergency the tariff duties and import taxes on scrap iron,
scrap steel, and non-ferrous metal scrap, payable under the Tariff
Act of 1930, as amended, or under section 3425 of the Internal Revenue

+ Code.

Public Law 508, March 27, 1942, amending section 2883 of the
Internal Revenue Code relating to the production of alcohol.

Publi¢ Law 519, April 8, 1942, amending section 2901 of the Internal
Revenue Code, by setting new maximum limits on allowances for
losses of distilled spirits by leakage or evaporatlon while in internal
revenue bonded wnrchousos

Public Law 526, Aprll 20, 1942, amending sections 2825, 3030,
3031, 3032, 3036, 3038, and 3045 of the Internal Revenue Code,
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relating to the withdrawal of brandy for the fortification of wines
and production of wines, brandy, and fruit spirits s0 as to remove
_therefrom certain unnecessary restrictions.
Public Law 635, June 27, 1942, to accord privileges of free importa-
tion to members of the armed forces of other United Nations, to
enemy prisoners of war and civilian-internees and detainees.

WAR CONTRIBUTIONS FUND

Conditional gifts

Under the provisions of Title XI of the Second War Powers Act,
1942, approved March 27, 1942, the Secretary cf the Treasury is au-
thorized to accept or reject on behalf of the United States any gift of
moriey or other property, real or personal, or services, made on con-
dition that it be used for a particular war purpose. He may convert
into money, at the best terms available, any such gift of property.
The act further provides that there shall be established on the books
of the Treasury a special deposit account to be des1g'nated as the
“War Contributions Fund;” into which shall be deposited all money
received as a result of such gifts.. In order to effectuate the purposes

_for which gifts are accepted the Secretary of the Treasury is required
to allocate the money in the special deposit account to such appropri-
ations available for the purchase of war material and. the, furtherance
of the war program as will best effectuate the intent of the donors.
(See exhibit 62, page 342.) ’

From March 27 to June 30, 1942, there were accepted 105 donations
of money aggregating $1,409,124.42, of which $985,127.19 had been
covered into the Treasury by warrants as of June 30, 1942, and $423,-
997.23 subsequent to that date. The latter amount represents checks

"which must be cleared through banks before the funds are available

- for covering into the Treasury. These donations are summarized as
follows: '

Gifts of money to the war céntributions fund, March 27 to June 30, 1942

. Accepted Cgvvairrf;%%)y Covered by
Purpose of gift through June through June warrant after .
: 30, 1942 0 319 12 Juné 30, 1942
, ’ .
.
Aircraft (representing bombers, pursuxt planes, bal- . . .
100MS, €C.) - e e $1, 302, 995. 06 $886, 683. 69 $416, 311.37
Vesselsv(rcpresentmg battleships, cruisers, dcstroycrs,
submarines, ete.) - o oo ... 20, 456. 00 20,456.00 | ... ._o_....
Guns and sminunition (representing rifles, cannon, '
mortars, machine guns, bullets, torpedoes, bombs,
shclls ebc) ___________________________________________ 12,707. 65 11, 197. 65 1, 510. 00
Welfare and recreation. .. .. o.oooooooomooo ool 4, 601. 00 4,601.00 ... . oo
Buildings and appurtenances......._....._ e 62, 932.85 62, 188.85 744. 00
Medical supplies. ..l c 10000 i aas 10. 00
Vehicles (representing trucks, ambulances, tanks, trac- :
tors, ete.) . __. - 5,421.86 | ooeooiaenes 5, 421. 86
Total. oo R 1, 409, 124, 42, 985,127.19 423,907, 23
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Donations of property accepted included the following: Naval air-
plane, office space for use of Office of Scientific Research and Develop-
ment, band music for use of Naval Training Station, Great Lakes,
1., and Cadlllac statlon wagon and trailer,

Unconditional donations

From December 7, 1941, the day on which Pearl Harbor was at-
tacked, to June 30, 1942, 10,751 unconditional donations amounting
to $650,404.49 were received. The 10,751 donations do not Tepresent
the. total number of donors inasmuch as the donations of approxi-
mately 16,000 individuals were grouped and treated as single dona-
‘tions; for example, 7,000 employees of an aeronautical corporation
sent in individual checks which were recorded as one donation.

Checks and money orders, some of which were made payable to
Uncle Sam, My Country, Bbmber Fund, United States of America,
and President of the United States, came from individuals, schools,
fraternal organizations, labor organizations, groups of citizens, and

e employees in various corporations. In many cases employees do-
nated one day’s pay which was matched by the management. The
largest donation by an individual amounted to $25,000 and the smallest,
was one cent.

- Besides checks, money orders, cash, war savings stamps and bonds,
there were donations of wedding rings, gold watches, diamonds, old
coins and medals, and other miscellaneous articles.

CUSTOMS SERVICE IN THE WAR .

In addition to its normal functions, the Customs Service is charged
with the physical control of exports, vessels, vehicles, and persons to
insure that no articles are taken from the United States except under

~ license or similar authorization; with the physical enforcement of
the provisions of the freezing order and the rulings and regulations’
issued pursuant thereto insofar as they relate to the exportation and
importation of currency, negotiable instruments, securities, and other
evidences ‘of indebtedness; with the control of American citizens
leaving the United States to insure that they hold valid passports; with
the enforcement of the Trading With the Enemy Act in the censorship
of tangible communications brought into or taken from the United
States otherwise than in the regular course of the mails; and with the
enforcement features of the import activities of the War Production

-Board.

Active cooperation is given by the Customs Service to the Army and
Navy intelligence services and to the Federal Bureau of Investiga-
tion. The Customs Service is also furnishing substantial assistance to
the Coast Guard in protection of vessels harbors, ports, and water-
front facilities from sabotage.
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SPECIAL PROCUREMENT ACTIVITIES

Lend lease

After the enactment of the Lend-Lease Act on March 11, 1941, the
Procurement Division was designated to purchase agrlcultural ) 1ndus-
trial, and other commodities, automotive equipment, and miscellane-
ous items. This is its most important task in the present war effort,
and is by far its largest activity at the present time. Purchases were
comparatively small during ‘the fiscal year 1941, amounting to only
$21,037,555, but have, however, greatly accelerated during the past
year, during which they totaled $1,126,438,327. It is anticipated that
purchases under this program will be at the rate of approximately
$200,000,000 per month duung the first 6 months of the fiscal year
1943.

Purchases during the latter part of the fiscal year 1942 were made in
accordance with Directive No. 2 of the War Production Board, dated
March 3, 1942, and the regulations of the Secretary of the Treasury
des1gnat1ng and authorizing the Director of Procurement and certain
other officers of the Procurement Division to perform and exercise
the functions and powers vested in and granted to the Treasury De-
partment by Executive Order No. 9023 of January 14, 1942, extending
the provisions of Executive Order No. 9001 of December 27, 1941, to
Treasury Department contracts, issued under Title II of the First
‘War Powers Act, approved December 18, 1941,
 During the past year the increased lend-lease activities of the
Procurement Division have required, in addition to the expansion of

- the purchase groups, a field expediting and inspection force covering
all the industrial areas in the country. The fast delivery of finished
and raw products, called for 'under contracts, has brought about the
necessity of arranging for warehouse facilities whereby materials may
be assembled for shipment preliminary. to availability of vessels for
forwarding. Following allocation of funds by the Office of Lend-Lease
Administration for storage facilities the Procurement Division coordi-
nated its storage requirements with the storage program of the War
Department and will have in operation at nine points by November
15 a total of 24 million square feet of covered storage space and 2
million square feet of uncovered space.

The inspection offices throughout the country have teletype installa-
tions and the same service will be available in storage depots to
eliminate as much delay as: possible in the transmission of orders
covering the movement of materlals into storage and from storage to
séaboard. ‘

"In coopera‘uon with the Oﬂice of Defense Transportatlon Federal
Emergency Warehouse Assocnmons have been set up in three. cities
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-and others are in the process of being established. Agreements are in
force with these -associations to make a definite amount of storage
' space available to all Government activities in their operating area
and to man and operate other buildings leased by the Government
that can be quickly: converted into warehouse space.
The movement of the many tons of material purchased under
lend-lease contracts has made it necessary to increase largely the force
“handling the movement of traffic. The statistical group in the Pro-
curement Division has been enlarged to take care of the greatly
‘increased statistical work necessary to keep current records and make
reports on purchases aggregating $1,147,321,230 durmg the 16 months
of lend lease purchasing.

Strategic and critical materials

Strategic and critical materials were contracted for during the
fiscal year 1942, through the medium of the Procurement Division, in
the amount of $6,544,303, under authority of the act of June 7, 1939
(Public No. 117), an act to provide for the common defense by
acquiring stocks of strategic and critical materials essential to the
needs of industry for the manufacture of supplies for the armed forces
and civiliah population in time of a national emergency, and to
encourage further development of the materials within the United
States. During the fiscal year 1942, the sum of $2,220,232 was re-
turned to the fund due to canceled contracts and unexpended balances
-of encumbrances. This brought to $46,281,051 the.amount obligated
since the inception of the program. Acquisitions under the acts were

- inade at the direction of the Secretary of War and the Secretary. of the

‘Navy in accordance with specifications prepared by the Procurement
Division and approved by the Secreta,ry of War and the Secretary of
the Navy.
- The materials acqulred under th1s program are stored by the
_D1v1s1on, in accordance with the act, on military and naval reser-
vations or in other locations approved by the Secretary of War and
t}he Secretary of the Navy. In addition to purchasing materials, the
Division arranged for the inspection and handling of the materials.
Rotation of the materials in order to prevent deterioration, as pro-
vided for in_the act, thus far has been unnecessary.

The act of May 28, 1941 (Public Law 76), amended section 6 of the
act of June 7, 1939, to provide that ‘“ Any funds heretofore or hereafter
received on account of-sales or other dispositions of materials under
the provisions of this act shall be deposited to the credit, and be
available for expenditure for the purposes, of any appropriation
available at the time of such deposit, for carrying out the provisions
of sections 1 to 6, inclusive, of this act.”” Since May 28, 1941, the sum
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of $82,797 has been re- deposlted to the credit of the strategic and
critical materials appropriation due to this amendment.

Executive Order No. 9123, dated April 7, 1942, authorized and
directed the Procurement Division of the Treasury Department ““to
make use of such quartz crystals suitable for piezo-electric use by sale
or: other disposition for war production purposes to such buyers or
users and in such amounts as may be requested from time to time by
the Chairman of the War Production Board.”

In order to provide for all expenses for the acquisition, transporta-

- tion, maintenance, storage,: and rotation of strategic and  ecritical
materials selected for stockpiling by the Army and Navy Munitions
Board, Congress authorized an appropriation of $100,000,000 to be
made by June 30, 1943, of which $70,000,000 has been appropriated
as of June 30, 1942, All funds are available until expended.

Refugee relief

During the fiscal year 1942, the refugee relief program was con-
tinued by the Congress and, augmented by the “Foreign War Relief
Program.” Under this program, the Procurement Division proceeded
with the purchase of clothmg, medical supplles textiles, and hospital
apparatus as in the past. |

Approximately 46,000,000 units costing $17,053,849 were pur-
chased for delivery to the Amerlcan Red Cross for export shipment
.and distribution abroad. Included in this program were purchases

- of 23,049,435 yards of fabric/costing $5,923,109 and 1,406,077 pounds
of Worsted yarns costing $2,097,921. These textiles and yarns were
distributed to the Red Cross chapters in continental United States
‘and possessions for fabrication into finished garments which, on

completion, were collected by the American Red Cross and shipped
to refugees abroad.

1

Defense housing

During the early part of the year, defense housing purchases were
made by the Procurement Division for the account of the Public
Buildings Administration and more recently purchases of similar
items have been made for the Federal Public Housing Authority. A
total of 226 orders, amounting to $15,433,708 were placed with vari-
ous contractors for kitchen, laundry, and bathroom fittings and other
household equipment. Durmg the preceding year defense housing
purchases totaled $5,360,572:

This program is expanding and during the current year there is
every reason to believe the a:ctivity will be increased by further pur-
chases of similar items, plus certain items of household furniture and
furnishings, restaurant and cafetervia equipment, and textiles.

N\

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



56 _REPORT OF THE SECRETARY OF THE TREASURY

Ly

I‘OREIGN FUNDS CONTROL

" During the ﬁscal year 1942 Forelgn Funds Control extended its
program of economic warfare against the Axis. During 1940 and
1941 its efforts had been chiefly fiduciary—protecting the American
assets of invaded peoples But in 1942 it moved into a program of
aggressive economic-attack.

Six months before the Unijted States entered the war, Forelgn Funds
Control froze all Axis assets in this country and stopped trade with
the Axis countries. At the.same time, in cooperation with other
agencies, it began the ‘‘blacklist’” program to squeeze out fascist
fronts in South America. As of June 30, 1942, the Control regulated
assets of $8.6 billions owned or controlled by nationals of 36 blocked
nations.!

Licensing of tra,nsactmns contmued to be the main method of con-
trol over blocked assets. During the year the Control considered
330,747 applications to effect specific transactions involving amounts
of nearly $6 billions. About 18 percent of them were denied. In
addition, hundreds of thousands more transactions took place under
“general licenses’” promulgated. to facilitate economic activity in safe
areas. Some of the highlights of the licensing control were as follows:

(¢) Millions of dollars worth of strategic materials owned by foreign:
interests were disclosed and channeled into the war effort through a
directive license program. Directives also helped to clear congested
port and rail facilities of materials which had been stranded at the
outbreak of the war.

(6) By a rigid control of 1mportat10ns into this country the enemy
was prevented from realizing on securities, currency, and va,luable
gems looted from invaded areas. .

(c) Before the war over 500 enterprises owned or domlnated by
German, Italian, and Japanese interests were controlled under license.
They ranged in size from the General Aniline and Film Corporation
down to small stores. On the night of Pearl Harbor, Treasury agents -
moved in. Since then most of the firms have been liquidated. Some
have been purcred of subversive influence and continued under license.
Some have been vested by the Alien Property Custodian.

. (d) At the request of the Office of Censorship, Foreign Funds Con-
trol has undertaken the licensing of communications with the enemy
which involve financial or commercial transactions.

" Continued Axis efforts to gain and use economic resources in the
Americas required strenuous counter measures of investigation and
enforcement to make the licensing control effective. Foreign Funds
Control used measures such as the following:.

1 Analyses of the amounts of blocked property and theé licenses granted by Foreign Funds Control appear
on page 159. Copies of Fxecutive orders, a proclamation; and an act relating to foreign funds control will
be found as exhibits beginning-on page 294. The pubhcatlon ‘Administration of the Wartime Financisk
and Property Controls of the United States Government’” ls reproduced as exhibit 51 on page 302.
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(@) Detailed information on American holdings of foreign nationals
was secured in the census of foreign-owned property taken by the
order of the President. The census, the first of its kind ever under—
taken, laid the groundwork for effective control. '

(b) The “scorched earth” program in the Philippines which kept
gold, currency, and securities from falhng. into Japanese hands was
carried out by the Control in cooperation with the High Commis-
sioner’s Office. To guard against a possible invasion of Hawau,
currency and securities there were marked|to prevent conversion.

(¢) When Japanese residents were evacuated from the West Coast,
Foreign Funds Control was called in by the Army to supervisé the
protection and liquidation of the evacuees’ property. The Control

. acted through the Federal Reserve Bank of San Francisco.

(d) Investigations and special studies byl the Control uncovered in-
stances of evasions and violations of the freezing order. These in-.
cluded secretion.of alien holdings, failure to secure licenses, violation
of the terms of licenses, trading with blacklisted firms through
“cloaks,” and the like. :

(¢} To curb these abuses sanctions were actively applied: Some
violators were blocked on an ‘“‘ad hoc” b&SlS Treasury men super-
vised or ‘liquidated questionable firms. Prosecutions in the courts
were begun in other cases.
~ The combination of licensing control, superv1s1on 1nvest1gat10n and
enforcement hit the enemy hard on the economlc front.

CHANGES IN ORGANIZATION Ali\ID, PROCEDURE

The United States Coast Guard was directed by Executive Order -
No. 8929, November 1, 1941, to operate from the date of the Order
as a part of the Umted States Navy, sub]ect to the orders of the
Secretary of the Navy. .

The powers of the Secretary of the Treasury in connee’mon with the
control of the movements of foreign and domestic vessels in United
States harbors and waters under Section 1 of Title II of the so-called
Espionage Act, approved June 15, 1917, were transferred by Public
Law 292, 77th Congress, approved November 15, 1941, to the Sec-
retary of the Navy to be exercised by hlm Whlle the Coast Guard
operates as a part of the Navy.

Certain functions under the nav1gat1on laws, performed by the

" field officers of the Bureau of Customs on :behalf of the Secretary of
Commerce and the Bureau of Marine Inspection and Wavigation of
the Department of Commerce, and the power with respect to the re-
mission and mitigation of fines, penalties, and forfeitures incurred
under these laws were transferred by Executive Order No.- 9083,
February 28, 1942, to the Commissioner of Customs to be exercised -
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by him under the direction of the Secretary of the Treasury. For a
discussion of these activities see page 152.
Certain functions relating to the numbering of undocumented ves-
- sels formerly performed by the Bureau of Customs were transferred
to the United States Coast Guard by the same Executive Order.

The former Division of Printing of the Treasury Department be-
came a part of the Procurement Division under the Secretary s Order
No. 42, of September 30, 1941.

Coples of Treasury’ orders issued during the. year and of the act
and Executive orders referred to above will be found as exhibits 52
to 56 beginning on page 335. ~

: ' ESTIMATES OF RECEIPTS

The Secretary of the Treasury is required each year to prepare and

submit in his annual report to Congress estimates of the public

" revenue for the current fiscal year and for the fiscal year next ensuing
(Pubhc No. 129, February 26, 1907) These estimates are now made
in December of each year. - :

In its present forecast of revenues, the Treasury recognizes a situa-
tion different in many 1mp01tant respects from any heretofore en-
countered. The conversion of factories to an all-out war effort has
curtailed, and will further curtail, the sources of revenue from many
important excise taxes On the other hand, industrial production,
employment, and pay rolls will continue- upward to new record levels
under the huge increases in Government expenditures scheduled for the
1943 and 1944 fiscal years. This will further expand the bases for the
corporation and individual income taxes. It is recognized that the
present revenue forecasts may need to be revised from time to time as
changes occur in the general outlook.

‘The estimates of revenue from most sources are dependent in vary-
ing degrees upon prevailing business conditions, hence it is necessary

. for the Treasury to forecast the general business situation, in terms of
its various components, for approximately a year and a half ahead.
These forecasts are based upon the analysis of a wide variety of
financial and other economic data. They involve forecasts of a num-
ber of important economic series which strongly affect the various -
sources of Federal revenue, such as the volume of industrial production,
the trends of commodity prices, security prices, employment, pay
rolls, etc. From these, in turn, forecasts are made of corporation
incomes, individual incomes, and the volume of consumption of various

- commodities upon which taxes are levied.

The fluctuations in the various indices of business activity and. con-
sumer incomes may not be reflected immediately, or in direct propor-
tion, in the various sources of revenue. This results to some extent
from the relative stability of certain of the tax bases. However, be-
cause of greater emphasis on taxes based on income and profits, the
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receipts of the Federal Government have become, except for the statu-
tory lag in collections, more sensitive to changes in business condi-
tions. This is particularly true of the present period, in which the
requirements of war expenditures have resulted not only in much
higher individual income tax rate schedules but also in the reintro-
duction into the corporate income tax system of an éxcess profits tax.

- The variation in the length of the interval between the creation of
the tax liability and the recelpt by the Government of the tax pay-
ment -based on that liability is also 1mportant The tax on the sale
of certain commodities or services is collectéd in advance of the sale
or use of thése commodities. The most 1mportant of the taxes col-
lected in this manner are the taxes on cigarettes, distilled spirits and
fermented malt liquors, and the use tax on motor vehicles. On the
-other hand, the payment of an estate tax may be deferred as long as
15 months after the date of death,

Becausé of the magnltude of the income tax receipts the lag be-
tween the time income is received by the t*»xpayer and thé time of
payment of ‘taxes based on such incomes is of particular sigtiificance.
Thus, in general, the ch‘mgés in incomeés in the calendar year 1942
will not be reﬂected in income tax recelpts until the income tax re-
‘turns in respect of calendar year 1942 incomes are filed on or before.
March 15, 1943. Because of the pr1v11ege of making quarterly in-
stallment payments of these tax liabilities,, the receipts. will be re-
ceived throughout the calendar year 1943, thus falling into the receipts
of the fiscal years 1943 and 1944. Hence, the estimated current in-
come tax receipts, both corporation and 1nd1v1dual for the fiscal year
1943 are made up partly of payments on calendar year 1941 incomes
and partly of payments on calendar year 1942 incomes. Similarly,
fiscal year 1944 estimates of income tax receipts include payments
based upon the incomes of each of the calendar years 1942 and 1943.

Receipts during the fiscal year from the collection at the source of
the 5 percent tax on salaries and wages in excess of an ahnual Fate of
$624, however, aré derived principally from 1ﬁcomes during the calén- -
dar year ending 6 months before the close of the fiscal year. The tax
is to be collected by the witholding agents currently and paid over to
the Treasury quarterly at the end of the month following the close of -
the quarter. Consequently 3 months’ (J anuary—March) withhold-
ings in respect of the calendar year 1943 salal ies and wages will be
received by the Government in the fiscal year 1943 but the other 9
months’ W1thhold1ngs in respect of the calendar year 1943 salaries
and wages plus 3 months’ withholdings of the calendar year 1944 will
be recelved in the fiscal year 1944, ‘

The estimates are presented to show both total receipts and net
receipts. Total receipts cover all taxes and nontax revenues coming
into the Treasury which are credited to general and special accounts,
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- while net receipts represent total receipts less 4 deduction for the
amount of the net appropriation to -the Federal old-age and survivors
- insurance trust fund. The appropriation to this fund represents an
amount equivalent to 100 percent of the taxes received under the
"Federal Insurance Contributions Act less reimbursement to the Gen-
eral Fund for administrative expenses as provided in the law. In
this discussion of estimated receipts, the term ‘“Total receipts”
means “Total receipts, general and special accounts, on the basis of
daily Treasury statements, unrevised.”” The term ‘“Net receipts”,
which allows for the deduction for the appropriation to the Federal
old-age and survivors insurance trust fund, means ‘“Net receipts,
general and special accounts, on the basis of daily Treasury state-
ments, unrev1sed”
Total recelpts general and special accounts, are estimated (on the
daily Treasury staterment basis, unrevised) in the amounts of $24,552
‘millions in the fiscal year 1943 and $35,407 millions in the fiscal year
1944. The estimated total receipts in the fiscal year 1943 exceed by
$10,884 millions the actual total receipts of $13,668 millions in the
fiscal year 1942, while estimated total receipts in the fiscal year 1944
represent an increase of $10,854 millions over the estimated total
receipts in the fiscal year 1943. '
The percentage distribution of total receipts in the fiscal years
1943 and 1944, as compared with actual receipts in the fiscal year 1942,
is shown in the following table:

Perceniage disiribution of total receipts in the fiscal years 1942, 1943, and 1944 ‘

) . Estimated, |- Estimated, Actual,
Genersl and special accounts - 1944 1043 1942

Internal revenue: .
Income taxes. . ..ooocecoaoon R - 78.08 71.57 1 58.24

Maiscellaneous internal revenue. .. ..o oo oi.ooo-- 13.94 18.39 . 2815

) Employment taxes. ..ocovomoeoceaan - 5.57 5.95 8.67
‘ Total internal revenue.__. .. e 97.59 95.91 95. 06
Railroad unemployment insurance contributions - .03 .04 06
[ 0111703 1T RN - .58 1.03 ’ 2.85
M iscellaneous receipts. . --- 1.80 3.02 - 203
T0tal FOORADES. .- <o e emeeeemceeemmmeeees et 100. 00 100,00 | 100.00

Estimated receipts in the fiscal years 1943 and. 1944 and actual
receipts in the fiscal year 1942 are presented in summary form in the
table on page.61. A more detailed tabulation of receipts and estimates
is shown in table 105 beginning on page 675. All year-to-year differ-
ences and percentages appearing in the text are based on this detalled
table
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61

Actual receipts in the fiscal year 1942 and est'Lmated receipts in the ﬁscal years 1948

and 1944

[In millions of dollars];

) !, | Estimated, | Estimated,| Actual,
General and special accounts f 1044 " 1943 1042
1. Internal revenue:
(1) Income and excess profits taxes: o i ) X
o " Corporation: ’ i .
Income 3.870.0 3,750.0 -2,764.0
Excess profits tax. ......._...... 10, 270.0 5,670.0 1,618.2
Declared value excess profits tax 90.0 85.0 52.2
Total corporation - 14, 230.0 9,505.0 4,434, 4
Individual: |
Incomse. ... 10,111.3 7,127. 5 3,108.0
_ Victory tax. 2, 800. 5 534.6 | ...
Total Individual e oeeeeermcoreccacaceeer] 12,0118 | 7,6621|  3,108.0
Back taxes: . A . .
Corporation and individual income........_.i.... 500.0 400.0 460.1
Unjust enrichment tax_ .. ... ... ... 3.0 4.0 4.4
-
Total back taxes..-.-.......--.---,-..-.--..i--.. 503.0 404.0 464.5
Tota] income taxes (collection bsms).......l... 27,644.8 17,5711 8,006.9
Adijustment to daily Treasury st;atement )
basis, unrevised. ... 0 | . —46.4
Total income taxes (daily Treasury st;atement .
. basis, unrevised)._.......Jo oLl eeoo| 27,6448 17,571.1 7,960.5
(2) Miscellaneous internal revenue: \ )
Capital stock taX. oo vom ool S 360.0 300.0 281.9
Estate tax_ ool LI 609. 3 500.0 340.3
Gift tax_ - 54.5 41. 4 92.2
Liquor tax - 1,486.5 1,376.2 1,046.9
Tobacco taxes. . - 948.2 919.8 780.8
Stamp taxes.. ......_..._. . 42.0 40.8 41.7
Manufacturers’ excise tax - 395.8 468.4 768.3
Retailers’ excise taxes..... - 137.0 143. 4 80. 2
Miscellancous taxes J 902.9 725.5 405. 4
“Total miscellaneous internal revenue (col]ectlon
L1213 ) R AN 4,936.2 4, 515.5 3,837.7
Adjustment to daily Treasury statement basxs, .
URrevised. . oo oo oo eee oo ccimaeeen U F PRI PN +9.4
Total miscellaneous internal revenue (daily Treas-
ury statement basis, unrevxsed) .................. 4,936.2 4,515.6 3,847.1
(3) Employment taxes: .
Taxes on employment by other than c¢arriers: ! ’
Federal Insurance Contributions Act..._...___ bee- 1,555.8 1,105.0 805.6
Federal Unemployment Tax Act...._........ [ 170. 6 147.9 119.9
! o
TOtaL. oo e e i oecememeiceceooaeecbaan 1,726.4 1,252.9 1,015.6
Taxes on carriers and their employees (Chap 9,
Subchap. B of Internal Revenue Code)._.......r... 244.5 209. 2 170.0
Total employment taxes (daily Treasury statev
ment basis, unrevised) .. .. 1,970.9 1,462.1 1,185.6
Tota] internal revenue (daily Treasury stza'te- .
ment basis, unrevised) . ... ... _..._..__.._. 34,5519 23, 548.7 -12,993.1
2. Railroad unemployment insurance contributions (daily Treas-
© o ury’statement basis, unrevised) . ... ______ .. _______ 11.3 10. 2 8.5
:3. Customs (daily Treasury statement basis, unrevised) . 204.3 252.6 383.9
4, Miscellaneous receipts (daily Treasury statement basis, unre- ’
VESCA) e oo et mccecmccceeteos 639.2 740.7 ) 277.4
Total receipts, general and special accounts (daily Treusury g1 -
statement basis, unrevised) . ... .ol ceoancoaiio loiiloll 35,406.7 24, 552.3 13, 667.9
' Deduct: Net appropriation for Federal old- -age and survwors ’ )
insurance trust fund representing an amount equal to taxes
collected and deposited under the Federal Insurance Con-
tributions Act, less reimbursement to General Fund for . :
administrative eXpenses .. ..o eemeaomiiaecaaeaecienn 1,525.5 1,076. 2 868.9
Net receipts, general and special accounts (daily Treasury o A
o statement basis, unrevised) 33,881.2 23,476.1 12,799.1

NOTE:——Figures are rounded to nearest tenth of a million and vaill not necessarily add to totals.
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Fiscal year 1943

Total receipts in general and special accounts in the fiscal year 1943
-are estimated at $24,552 millions, an increase of $10,884 millions over
the actual total receipts of $13,668 millions in the fiscal year 1942.
Net receipts—total receipts less the net appropriation for the Federal
old-age and survivors insurance trust fund—are estimated at $23,476
millions. This is an increase of $10,677 millions or 83.4 percent over
actual net receipts in the previous fiscal year.

Tremendous expansion of business activity consequent upon the
entry of the United States into the war has raised incomes to higher
levels among practically. all classes of income recipients. New tax
legislation has broadened considerably the tax base by lowering the
exemptions. The tax rates are much higher than under previous
tax laws. The combined influence of these factors is responsible for
the large inerease of the'estimated receipts in the fiscal year 1943 over
the fiscal year 1942. Receipts in the fiscal year 1943 are affected by
the Revenue Acts of 1941 and 1942 as well as by certain minor tax.
legislation. Because of the statutory lag in receipts, the receipts in
the fiscal year 1943 do not represent the full effect of the legislation in -
the calendar years 1941 and 1942. Thisis particularly true of income
taxes. . ,
 Incomé taxzes.—Total income and excess profits tax receipts, in-
cluding back income tax collections, in the fiscal year 1943 are esti-
mated at $17,571 millions, more than double the receipts in any
previous fiscal year. This represents an increase of $9,611 millions
or 120.7 percent over the recelpts from this source in the fiscal year
1942, :

Total current income and excess profits tax receipts are estimated at
$17,167 millions, an increase of $9,625 millions or 127.6 percent over
actual receipts in the preceding fiscal year. This increase in current.

- réceipts is divided almost evenly between receipts from corporation
taxes and receipts from individual taxes.

Total corporation current income and excess profits tax receipts are
estimated to be $9,505 millions in the fiscdl yedr 1943. This is an
increase of $5,071 millions or 114.3 percent over actual receipts in the
fiscal year 1942. The excess profits tax receipts provide 79.9 percent
of the total increase in receipts fi om corpor ation current income and
excess profits taxes. .

Current corporation income tax recclpts, normal tax and surtax, are
estimated at $3,750 millions in the fiscal year 1943 and represent an
increase of $986 millions or 35.7 percent over actual fiscal year 1942

“receipts of $2,764 millions. from this source. Receipts in the fiscal -
year 1943 represent the collection of income tax liabilities incurred
in respect of the incomes of the calendar yeafs 1941 and 1942, whereas-
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the fiscal - year 1942 receipts reflect liabilities for the calendar years
1940 and 1941 incomes. While receipts of calendar year liabilities are .
not divided evenly between the two fiscal years affected, the propor-
tions are such that, for the purpose of simplifying the explanation of
results, the calendar year common to both may be eliminated in com- -
paring receipts for two fiscal years. Thus, in comparing the fiscal
years 1943 and 1942, the calendar year 1941 may be disregarded and
the. increase in receipts in the fiscal year 1943 over those in the fiscal
year 1942 may be attributed almost entlrely to the change in income
levels and methods of taxation in the calendar yvear 1942 as compared

- with the calendar year 1940. However, only part of the full calendar
yvear 1942 increase in liabilities, roughly 50 percent, is reﬂected in the

fiscal year 1943 receipts. - | :

In respect of the calendar year 1940 incomes only oné income tax,
the normal tax, was imposed on corporations. Corporations W1th ’
normal-tax net income of $25,000 or less were taxed at bracket rates
of 13} percent, 15 percent, and 17 percent The addition of the
defense tax equal to 10 percent of the regular tax raised thé efféctive-
rates to 14.85 percent, 16.5 percent, and 18.7 percent. Corporations -
with normal-tax net inccme in excess of $25,000 were taxed at a rate of
22.1 percent, which was raised to 24 percent; by the defense tax. This
rate applied to total normal-tax net income. Corporations with
normal-tax net income in excess of $25,000 were allowed an alternative
to the above method of computing the tax., The alternative method
was to tax the portion of normal-tax net income under $25,000 at the
bracket rates that are applicable to corporatlons with normal-tax
net income under $25,000, and to tax the poruon in excess of $25,000
at a 35 perecent rate. TlllS alternative method resulted in a lower tax
if normal-tax net income.did not exceed $38,565.89. Above that net
income it was advantageous to the corporation to compute the normal
tax at the.flat rate.of 24 percent apphcable to its entire normal tax
net income.

These tax rates were changed only shghtly by the Revenue Acts of
1941 and 1942, In 1942 corporations with normal-tax net income of
$25,000 or less were taxed at bracket rates of 15 percent, 17 percent,
and 19 percent. Those with net income 1n excess of $25,000 were
taxed at 24 percent. Corporations with normal-tax net income in’
excess of $25,000 but not over $50,000 were allowed an alternative to
the above method of computing the norrhal tax. The alterndtive
method was to tax the first $25,000 of normal-tax net income at the
bracket rates applicable to corporations having not mote than $25,000
of normal-tax net income, and to tax the portlon of normal-tax net
inreome in excess.of $25,000 atua. rate. of 31 percent

In addition to this normal tax, corporations were subject to a sur-
tax on 1942 incomes. Corporations with suftax net income of $25,000

| 487543—43—8 ’
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or less were subject to a tax of 10 percent. Those with surtax net
. income in excess of $25,000 but not over $50,000 were subject to rates
of 10 percent on the first $25,000 of surtax net income and 22 percent
on the-excess over $25,000. Corporations with surtax net income in
excess of $50,000 were subject to a flat rate of 16 percent applicable to
their entire surtax net income. . Surtax net income is greater than
normal-tax net income by the amount of interest received from cer-
tain United States obligations issued prior to March 1, 1941. _
. The potential effect of the slight increase in normal tax rates and
the addition of the corporation surtax was reduced by the allowance in
1942 of the adjusted excess profits net.income as a deduction in
computing normal and surtax net income. In 1940 the normal tax
~ was computed first and allowed as a deduction in computing the excess
profits tax. The income tax base was further decreased in 1942 by the
allowance of a two-year carry-forward of operating losses. In 1940
only one year of the carry-forward was effective.

Excess profits tax receipts in the fiscal year 1943 are estimated at
$5,670 millions, an increase of $4,052 millions or 250.4 percent over
actual receipts of $1,618 millions from this tax in the fiscal year 1942.
As excess profits tax receipts are collected in the same manner as
corporation income taxes, a comparison of the calendar years 1942 and
1940 explains in the main the increase in the fiscal year 1943 over the
fiscal year 1942. In respect of the calendar year 1942 incomes the
base of the excess profits tax computation was net income before

1940 tax liabilities the corporation normal tax was allowed as a deduc-
tion in computing excess profits net income. In 1940 corporations -
using the invested capital method in computing their excess profits
- credit were allowed a credit of 8 percent of invested capital. In 1942
the credit was reduced to 8 percent on the first $5 millions of invested
capital, 7 percent on the amount in excess of $5 millions but not over
$10 millions, 6 percent on the amount in excess of $10 millions but not
in excess of $200 millions, and 5 percent on invested capital in excess
of $200 millions. On the other hand, corporations using the average
earnings method could have a greater excess profits credit in 1942 than
in 1940. In 1940 base period net income was an average of the net
income of the years 1936 to 1939, inclusive, with an allowance of one
deficit year as zero. Under the Revenue Act of 1942, which first
applied to calendar year 1942 incomes, the net income of the lowest
year of the base period could be counted at a minimum of 75 percent
of the average net income of the remaining three years in.the base
period. o . L ' ‘
The excess profits tax rate applicable in 1942 was substantially
higher than the effective rate in 1940. In 1940 excess profits rates
varied from 25 percent to 50 percent depending upon the absolute
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size of adjusted excess profits net income. In 1942 a flat rate of 90
percent applies except where the combined income and excess profits
tax exceeds 80 percent of surtax net mcome before deduction of the
ad]usted excess profits net income, in which case the excess profits
tax is reduced by the amount necessary to reduce the combined rate
to 80 percent. Corporations are allowed-a post-war credit of 10 per-
cent of the excess profits tax in the form of noninterest-bearing bonds
maturing at specified periods after the cessation of hostilities in the
present war. A current credit against the excess profits tax is allowed
for debt retirement equal to 40 percent:of debt retired during the
taxable year. The debt retirement credit; cannot, exceed the post-war
excess profits tax credit and is deducted in computing the amount of
the post:war excess profits tax refund due the corporation.

. The Revenue Act of 1942 made many other changes i in corporation
income and excess profits taxes, most of which decreased the yield
of these taxes. The privilege of consolidated returns was extended
to permit the filing of consolidated returns for normal tax and surtax
purposes .as well as for excess profits tax c%alculation. If the corpora-
tion elects to file consolidated returns it must pay an additional tax
of 2 percent of surtax net income. The method of computing deple-
tion based on a percentage of gross income was extended to fluorspar,*
ball and sagger clay, and rock asphalt. A credit, allowed against the -
corporation surtax only, equal to the amount of dividends paid on
preferred stock is allowed to public utilities furnishing telephone.
service or selling electric energy, gas, or water.” Income derived from
the excess output of corporations engaged in the extraction of certain
minerals was made nontaxable for excess profits tax purposes. The
amount of excess output is based on the relation of production in
the taxable year-as compared with productlon in the base period
1936-1939, inclusive. !

Certain changes were made which do not aﬁ'ect receipts immediately.

. A two-year carry-back of net operating losses is allowed in computing
net income. In the calculation of the excess profits credit, a two-year
carry-back of unused excess-profits credit is permitted. Both of these
are in addition to the two-year carry-forward of net operating losses
and unused excess profits credit already permltted Provision is made
to alleviate the problems of corporations whose basic inventories are
depleted because of war shortages. When these inventories are re-
placed, the corporation may recalculatelits tax using an inventory
valuation based on replacement cost in the year of replacement.
The full effect of these changes will never be reflected in Government
receipts, since part of the effect will result in an 1ncrease in Government
expendltures as refunds are made to taxpa} ers. -

. Receipts from the declared value excess profits tax are estlmated at
$85 millions in the fiscal year 1943 and represent an increase of $33
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| . millions or 62.8 percent over actual receipts in the fiscal year 1942.
This increase is attributable to the substantially higher income levels
in the calehdar year 1942 as compar ed with the calendar year 1940.

Individual income tax receipts in the fiscal year 1943 are estimated
at $7,662 millions or 146.5 percent more than actual receipts of $3,108
millions in the fiscal year 1942. Of the increase of $4,554 millions,
the amount withheld at the source on salaries and wages in excess of
an annual rate of $624 accountsfor $535 millions. Apartfrom the with-
holdings, thé increase is caused by the rise in income levels, the increase
in tax rates, and the broadening of the income tax base determining
fiscal year 1943 receipts as compared with fiscal year 1942 receipts.

The amounts withheld at the source on salaries and wages paid
during the first quarter of the calendar year 1943, computed at 5
percent on the éxcess over an exemption fized at the annual rate of
$624 per recipient, are inclided in the tabular presentation of estimates
a§ Victory tax receipts since the amounts withheld apply first in
liquidating the Victory tax liability. The moteimportant exemptions .
from' collection at the source on sdlaries and wages (but not from
ultimate liability for Victory tax) consist of thé great bulk of remunera-
tion for services in the armed forces, for agricultural labot, for domestic
service, and for casual labor..

" As i$ true for corporation income tax recelpts 1nd1v1dual income

- tax receipts, excluding the Victory tax, in the fiscal year 1943 are
composed of recelpts from liabilities of the calendar years 1941 and
1942 while receipts in the fiscal year 1942 are derived from liabilities

- of the calendar years 1940 and 1941. Of the total individual income
tax receipts of $7,128 millions estimated for the fiscal year 1943,
$1,360 millions reﬂcct partial collections of liabilities for the calendar

~ year 1941 and $5,768 millions arise from liabilities' of the calendar
year 1942. Of total actual receipts. of $3,108 millions in the fiscal
year 1942, $544 millions are receipts of collections based on 11ab111t1esu_.v
of the calendar year 1940 and $2,564 millions' refléet: receipts of-
liabilitiés of the calendar year 1941. * In the case of the corporation:
income taxcs, the explanation of relative fiscal year receipts could be

- simplified by the elimination of the calendar year common to both
fiscal years, because of the equal distr ibution of calendar year liabilities
as receéipts in fiscal years. However, as may be seén from examination -
of thie above figures relating to the individual income tax, the receipts
from the liabilities of the calendar year 1941 are not d1str1buted evenly
between the fiscal years 1942 and 1943; consequently, the simplified
discussion used for corporamon taxés cannot be* employed for the
individual income tax. : :

The 1941-act personsl exemptions of $1,500 for. marrled couples and’
heads of families and $750 for single persons were reduced to $1,200
and $500, r’espécbively’, in the 1942 act. The base was further broad-
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-ened by reducing the dependent credit fro‘m $400 to $350. However,
for members of the armed forces below ‘the grade of commissioned
-officer an additional allowance of $300 for married couples and heads of
families and $250 for single persons was granted as an exclusion from
gross income of salary received by .such personnel for active service.:

© Surtax rates were increased throughout the entire schedule, ranging
from an increase of more than double on the first $2,000 of surtax net
income (from 6 percent to 13 percent) to &n increase of 1/15 on surtax
net income over $5 millions (from 77 percent to 82 percent). The
normal ‘tax rate was increased from 4 percent to 6 percent. On the
_other hand, the base is reduced by the allowance of deductions for
certain medical expenses and certain State retail sales taxes. Small
‘reductions of tax yield result from additions of certain minerals en-
titled to 15 percent deple‘olon allowance, atwo-year carry-back of net
operating losses, a change in the computatlon of the tax liability of.
taxpayers whose fiscal years do not 001n01de with the calendar year,

. and an additional exclusion from gross income of pens1ons, annuities,

- ete., for disability resulting from military - serv1cc

Collec‘mons of back corporation and 1nd1v1dua,l income taxes are -
estimated at $400 millions, a decrease of $60 millions or 13.1 percent
as compared. with actual receipts in the preV10us fiscal year.

Miscellaneous internal revenue —M1sce]lancous internal revenue
recelpts in the fiscal year 1943 are estlmated at $4,516 mllhons an
increase of $668 millions or 17.4 percent over actual receipts in the:
fiscal year 1942. The bulk of miscellaneous internal revenue is
derived from levies incident to the sale of goods or services. The
exceptions to this are capital stock, estate, and gift taxes, the revenues
from which are estimated at $841 millions in the fiscal year 1943.
The basic index of variation in the excise tax receipts is consumer pur-
chases. The impact of war on the economy has caused an increase
in the consumption of certain commodities and a decline in that of
others. Restrictions upon production account for the latter. In-
creases in the tax rate are also of prime importance in the case of
receipts from certain of these taxes. The resulting estimated col-
lections from miscellaneous internal revenue taxes, excluding those
from capital stock, estate, and gift taxes, are $3,674 millions in the
fiscal year 1943, an increase of $551 millions or 17.6 percent over the
estimated receipts'in the fiscal year 1942. '

Receipts from the capital stock tax are. es‘mmated at $300 millions
in the fiscal year 1943 as compared w1th actual receipts of $282
millions in the previous fiscal year. Recclpts in both years reflect a
tax rate of $1.25 per thousand dollars of {declared valuation. The
capital stock valuation reflected in receipts 1n the fiscal year 1943 is the
basis for determining excess profits for declared value excess profits
tax calculation in respect of earnings in. the calendar year 1942.
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Receipts in the fiscal year 1942 would represent the valuation of capital
stock for declared value excess profits tax computation in the calendar
year 1941. However, the difference in receipts does not reflect the
relative income levels in the two calendar years. Receipts in the
fiscal year 1942 represent a valuation which, under the law in effect at
that time, would scrve as the basic valuation not only for the calendar
year 1942 but also for the succeeding two years. The Revenue Act of
1942 revised this three-year valuation method so as to allow corpora-
tions a completely new valuation every year instead of every three
years. '

Estate tax receipts are estimated to be $500 millions in the fiscal
year 1943. This'is an increase of $160 millions or 46.9 percent over
actual receipts of $340 millions in the fiscal year 1942.- The estimated
increase is a result primarily of the higher rates of the Revenue Act

~of 1941 applicable .to approximately 50 percent of the returns filed
in the fiscal year 1943. A lag of approximately 15 months between
" the date of death and the-date of filing the return is responsible for
- the fact that only a part of the returns filed in the fiscal year 1943
- will be subject to the higher rates of the Revenue Act of 1941.
~ Gift tax receipts in the fiscal year 1943 are estimated at $41 mil-
lions. This is a decrease of $51 millions or 55.1 percent, as com-
pared with actual receipts of $92 millions in the fiscal year 1942.
The receipts in the fiscal year 1942 were the result of a large volume
of gifts made in the calendar year 1941 caused in large measure by
the increased estate, income, and gift tax rates contained in the Rev-
enue Act of 1941. The estimated receipts in the fiscal year 1943,
~ however, represent gift taxes based on a normal year of gifts made
‘without comparable special incentives and following a year in which
an abnormal volume of gifts had been made. The estimated receipts
represent a large decrease from the fiscal year 1942 even though the
increased rates of the Revenue Act of 1941 are applicable to the gifts
upon-which the fiscal year 1943 receipts will be based.

Total receipts from the liquor taxes are estimated at $1,376 millions,
an increase of $329 millions or 31.5 percent over receipts in the
previous fiscal year. Receipts from taxes on distilled spirits and fer-
mented malt liquors account for $1,238 millions or 89.9 percent of the
estimated total receipts from this group. Receipts from the excise
tax on distilled spirits are estimated to increase $228 millions or 39.7
percent, to a total of $802 millions in the current fiscal year. The
higher yield is almost entirely the result of an increase in the tax rate
from $4 to $6 a gallon imposed by the Revenue Act of 1942, effective
November 1, 1942. Receipts from the excise tax on fermented malt
liquors are estimated to increase $69 millions or 18.9 percent to a
total of $435 millions. An increase in the tax rate from $6 to $7 a
barrel imposed by the Revenue Act of 1942, effective November 1,
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1942, is largely responsible for the estimated increase in receipts.
Receipts from the excise tax on wines are ‘estimated at $33 millions,
an increase of 36.7 percent over the receipts in the previous fiscal
year. This gain is expected to be caused primarily by the higher
tax rates now in effect. Floor stocks taxes, a nonrecurring item, on
distilled spirits, wines; and fermented malt liquors are estimated to
yield $69 millions. |
Recelpts from the tobacco taxes are expected to total $920 millions,
an increase of $139 millions or 17.8 percent over the yield of these
taxes in the previous fiscal year. Of this total the receipts from the
tax on cigarettes will constribute $832 rnllllons. This item will
represent the largest single source of revenue from the excise taxes.
An increase of 18.1 percent in estimated réceipts from the cigarette
tax is accounted for by an increase in the tax rate from $3.25 to $3.50
per thousand cigarettes, effective November 1, 1942, and by a further
increase in consumption. The yield from' the tax on chewmg and
smoking tobacco is estimated st $51 mllhons a decline of 3.1 percent.
Higher tax rates on cigars and a reclasmﬁcatlon by tax groups, to-
gether with a growth in consumption, are expect;ed to increase receipts
from the cigar tax to $22 millions, a gain of'55.8 percent. :
Receipts from stamp taxes on issues of securities, bond and stock
transfers, etc., and on playing cards and silver bullion sales are
estimated at $41 millions, a decrease,of 2.2/ percent. No changes in’
tax rates were made in this group by the Revenue Act of 1942
The manufacturers’ excise taxes, imposed on many consumers’
goods which have been affected by the conversion of factories to war
material production and by restrictions on civilian use of gasoline
and rubber, are expected to yield $468 millions in the fiscal year 1943.
This represents a decline of $300 millions or 39.0 percent. ~ The tax on
gasoline, with receipts estimated at $256 millions, will continue as the
most important source of revenue in this group. However, this yield
represents a decline of $113 millions or 30.7 percent compared with
receipts in the preceding fiscal year. The decrease is expected to
result from the adoption on December 1, 1942 of a program of rubber
conservation which has necessitated the Natlon -wide rationing of
gasoline. Receipts from the tax on lubricating oils are estimated at
$48 millions, an increase of 2.9 percent. While the use of lubricating
oils by automobiles is expected to be curtailed, the effect of this on
revenues will be more than offset by an 1ncre‘ase in industrial use and
by an increase in the tax rate from 4% cents to ’6 cents a gallon, effective
" November 1, 1942, The tax on electrical ehergy for household and
commercial use is estimated to yield $51 millions. The increase of
2.4 percent is expected to be caused by a further moderate expansion
in consumption. ‘
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. Estimated receipts from many taxes in this group show large declines

from comparable receipts of the previous fiscal year. Because of aute-
mobile rationing and the cessation of production for civilian use,
receipts from the tax on passenger automobiles are expected to drop
from $77 millions to $2 millions, or 97.4 percent. The curtailment in
‘production of tires and inner tubes for taxable uses'is respotisible for a
decline of $40 millions (70.8 percent) in the estimated receipts from
the tax on these items. Receipts from the taxes on such articles as
automobile parts and accessories, electric, gas, and oil appliances,
radios, phonographs, and musical instruments, refrigerators, business
and store machines, and firearms and shells all show substantial
declines because of the conversion of these industries to the production
of war goods.

Certain taxes in this group were repealed by the Revenue Act of
1942.. These include the excise taxes on articles made of rubber, on
electric signs, on commercial washing machines, and on optical -,equip-
ment. Receipts from the taxes on these items were received during
part only of the fiscal year 1942, since the taxes became effective on
October 1, 1941. " The base for the tax on refrigerators and refrigerat-
ing equipment was changed by the Revenue Act of 1942 to cover only
household refrigerators, - parts, .and self-contained air-conditioning
units. Substantial increases are shown in the fiscal year 1943 in
estimated receipts from the taxes on matches, luggage, and sporting
goods because these taxes were in effect during part only of the fiscal
year 1942. Declines would be indicated in each case if comparisons
were made between receipts for two years throughout each of which
the taxes were in effect.

The retailers’ excise taxes on jewelry, etc., on furs, and on toilet
preparatlons are estimated to yield $143 rmlhons in the fiscal year
1943, an increase of $63 millions or 78.9 percent over the receipts in
the previous fiscal year. TFor each of these three-taxes the relatively
large increase in estimated revenues results from the fact that the tax
was in effect during part only of the previous fiscal year. Increased
retail sales in response to higher consumer incomes also contributed
to the increase.

The miscellaneous tax group is estimated to yield $726 rmlhons, an
increase of $320 millions or 79.0 percent over the receipts in the fiscal
year 1942. The increase is caused principally by ‘rate increases on
certain taxes made by the Revenue Act of 1942, and by the fact that
other important taxes were in effect during part only of the fiscal year
1942. Receipts from the tax on telephone, telegraph, radio, and
cable facilities, etc., are estimated at $85 millions, an increase of $36
millions over receipts in the preceding year. An advance in the tax
rates, effective November 1, 1942, from a differential rate plan approxi-
mating an average of 14.6 percent to a'flat rate of 20 percent on tele-

.
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phone messages and from 10 percent to' 15 percent on telegraph
messages, and some further expansion in the use of these facilities
account for the estimated increase in revenues. The tax on local
telephone service is estimated to yield $74' millions in the fiscal year
1943, an increase of $48 millions over receipts in the previous year. A

. change in the tax rate from 6 percent to 10i percent, effective Novem-
ber 1, 1942, an expected further increase in local telephone service,
and the fact that the tax was in effect during part only of the previous
year account for the large increase in estimated revenues. )

The tax rate on the transportation of persons was increased from
5 percent to 10 percent by the Revenue Act of 1942. The higher tax
rate, combined with an expected further increase in civilian travel,
raises the estimated receipts from this tax to $84 millions in the ﬁscal
year 1943. This yield compares with receipts of $21 millions in the
previous fiscal year, during which the taxi was not in effect for the
entire period. The Revenue Act of 1942 imiposed a tax of 3 percent on
the transportation of property with certain exceptions. .In the case
of coal, the act substituted a levy of 4 cents a short ton.  Receipts
from the new tax are estimated at $77 millions in the fiscal year 1943.

Recelpts from the tax on admissions are estimated at $155 millions,
gn increase of $40 millions or 34.6 pércent.!. Not only are rising con-
stimer incomes expected to stimulate attendance at theatels etc., but
dn extension of the tax base to include admissions under 21 cents was
not in effect for the entire ﬁscal year 1942, the ‘period with Whlch '
comparison is made. : |

The use tax on motor vehicles and boats i is estimated to yield $150
millions, an. increase of $78 millions over: the receipts in the previous
fiscal year. The tax was in effect during 5 months only of the previous
fiscal year. Gasoline rationing, tire shorta;lges and other factors are
expected to reduce the number of motor vehicles and boats subject to
the tax in the fiscal year 1943 as compared with the preceding year.

Recelpts from the tax on manufacture of sugar are estimated at
$48 millions, a decline of $20 millions or 29.8 percent from the receipts
in the previous fiscal year.. The decrease follows the expected
reduction in the quantity of sugar to be manufactured in the United
States during the fiscal year 1943. ,

 Employment taxes.—Total employment taxes 1ncluded in internal

" révenue are estimated dt $1 462 millions, ani increase of $277 millions
or 23.3 percent over actual receipts of $1, 186 millions in the ﬁscal
year 1942, . ! '

The estimated ineredse in receipts is attrlbutable alimost entirely to

-.a higher level of pay rolls. The increase m the Federal Insurance
Contributions Act tax rate from 1 pefcent to 2 percent on employer

_and employee (total 4 percent) which was to become effective on -
January 1, 1943, under the Social Security Act Amendments of 1939,
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" was postponed until J anuary 1, 1944, by the prov1s1ons of the Revenue

Act of 1942,

Receipts under the Federal Insurance Contrlbutlons Act are esti-
mated at $1,105 millions. This amount exceeds the actual receipts
of $896 millions in the fiscal'year 1942 by $209 millions or 23.4 percent.

Receipts under the Federal Unemployment Tax Act are estimated -
at $148 millions. As compared with actual receipts of $120 millions
in the fiscal year 1942; this represents an increase of $28 millions or
23.3 percent.

Receipts under the Carriers Taxing Act of 1937 are estimated at
$209 millions. This is a 23.1 percent increase over actual receipts
of $170 millions in the fiscal year 1942. The increase is the result of
an increase in taxable compensation, reflecting the effect of an in-
crease in work hours and a higher wage rate level resulting from the
wage rate increase for railway labor, effective in its entirety beginning
December 1, 1941, as -approved by the President’s Emergency Board
under the Railway Labor Act. A portion of the increase is the result
of an increase in tax rate, effective in January 1943 from 3 percent to
3} percent on both employers and employees (total 6} percent). ,

Total internal revenue.—Total internal revenue, which is the sum-
mation of the estimated receipts discussed in detail above, is estimated -
at $23,549 millions in the fiscal year 1943 compared with actual
receipts of $12,993 millions in the fiscal year 1942, an increase of

" $10,556 millions or 81.2 percent. A detailed tabulatlon of the fore-

going estimates is in the table on page 675.

Railroad unemployment insurance contributions.—Railroad unem-

' ployment insurance contributions are estimated at $10 millions, an
increase of $2 millions over the actual receipts of $8 millions i in the
fiscal year 1942. :
Customs.—Customs receipts, including import taxes collected and
paid in the same manner as duties imposed by the Tariff Act of 1930,
are estimated at $253 millions. This is a decrease of $136 millions
or 35.1 percent from the actual receipts of $389 millions in the fiscal
" year 1942.

" The decrease results from a decline in the volume of imports, conse-
) ‘quent upon Government import restrictions to conserve available cargo
space, shipping difficulties, and the diversion of shipping space to war
needs. The free entry of strategic materials, as provided for in-
Executive Order No. 9177, will also contnbute to a decrease in
customs receipts.

Miscellaneous receipts.—Miscellaneous recelpts in the fiscal year
1943 are estimated at $741 millions, an increase of $463 millions or
167.1 percent over the receipts in the»ﬁsca,l year 1942, Of thisincrease,
$350 millions represent estimated excessive profits from renegotiation
of contracts, as provided in section 403 of the Sixth Supplemental -
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National Defense Appropriation Act (Pubhc No. 528, approved
April 28, 1942), as amended. 1_

Fiscal year 1944

Total receipts-in general-and speclal accounts in the ﬁscal year 1944
are estimated at $35,407 mllhons, an increase of $10,854 millions over
estimated total receipts in the fiscal year 1943. Net recelpts—total“
recelpts less the net appropriation for the Féderal old-age and survivors
insurance trust fund—are estimated at $33 881 millions. This is an .
increase of $10,405 millions or 44.3 percent over estimated net re- .
ceipts of $23,476 millions for the fiscal year 1943. Each major source
of revenue contributes to the increase W1th the exception of manufac-
turers’ and retailers’ excise taxes and customs. Of the increase of
$10,854 millions in estimated total recelplts in the fiscal year 1944,
$10,074 millions or 92.8 percent of the total increase comes from
income taxes. ' ,

Income tazes—Estimated income and excess - proﬁts tax receipts
reach a new all-time high of $27,645 mllllons an increase over the
fiscal year 1943 of $10,074 millions or 57.3 percent. About 52 percent
of the increase is in individual income taxes (1nc1ud1ng the net effect
of the Victory tax).

Total corporatlon income and excess proﬁts taxes, excluding col-
lections of back income taxes, are estimated at $14,230 millions, an

~ increase of $4,725 millions or 49.7 percent over estlmated receipts in
the fiscal year 1943. Practlcally all of th1s increase is reflected in the
incrense of $4,600 millions in collections of the excess profits tax.
Current receipts of the individual income: ‘tax including the V1ctory .
tax are estimated at $12,912 millions in the fiscal year 1944, an increase
of $5,250 millions or 68.5 percent over estlmated receipts in the
fiscal year 1943.

Corporation income tax receipts in the fiscal year 1944 are estimated
at $3,870 millions, an increase of $120 millions or 3.2 percent over
estimated receipts in the previous fiscal year In the comparison of
receipts in the fiscal years 1942 and 1943, the difference was ascribed
to the relative income levels of the calendé,r years ‘1942 and 1940 as
collections of the liability year 1941 are distributed evenly between
the two fiscal years. In a comparison of receipts in the fiscal years
1943 and 1944, the explanation of results may be limited to a com-
parison of the tax liabilities in respect of the incomes for the calendar
years 1943 and 1941. This applies not only to the corporation income
tax but to the excess profits and declared ;value ‘excess profits taxes
as well.

In both the calendar years 1941 and 1943 corporatlons were sub]ect
to a normal tax and a surtax. In both yea,rs the normal tax rates were

2 i
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substantially the same. For corporations with normal-tax net income
of $25,000 or less the rates were 15 percent on the first $5,000, 17 per-
cent on the amount in excess of $5,000 but not over $20,000,
and 19 percent on the excess over $20,000. In 1941 and 1943, corpo-
rations with normal-tax net incomes in excess of $25,000 were subject.
to a flat rate of 24 percent on the entire normal-tax net income. An
alternative method of computing the tax was allowed which permitted
‘ corporations to compute the tax on the first $25,000 of normal-tax net
income at, the bracket rates applicable to corporations with normal-
tax net income of less than $25,000. Under this alternative method
normal-tax net income in excess of $25,000 was subject to a rate of 37
percent. Corporations with normal-tax net income of less than $38,-
461.54 could use the alternative method with advantage. Under the
1942 Revenue Act in effect in the calendar year 1943, the rate on
nornial-tax net income in excess of $25,000 was reduced to 31 percent.
This raised to net income of $50,000 the point at which the alternative
method of computing the tax resulted in a tax saving to the corpora~-

, tion. This.was the only change in normal tax rates.

In 1941 the corporation surtax rate was 6 percent on corporatlon
surtax net income not in excess of $25,000 and 7 percent on surtax net
income in excess of $25,000. These bracket rates of tax applied to the .
‘surtax net income of all corporations. In 1943 corporations with
surtax net income of less than $25,000 are taxed at 10 percent, Cor-
porations with surtax net income in excess of $25,000 but not over
$50,000 are taxed at 10 percent on the first $25,000 of surtax net income
and at 22 percent on the excess over $25,000. .Corporations with

* surtax nétincome over $50,000 are:subject to aflat.rate of 16 percent:
applicable to their:entire surtax net income. '

Despite the effect of higher surtax rates and substantially increased
income levels in the calendar year 1943, as compared with those in the
calendar year 1941, estimated regular corporation income tax receipts
in, the fiscal year 1944 are not much higher than estimated receipts in
the fiscal year 1943. This situation results from the decrease in the

°  tax base caused by the allowance of the deduction of adjusted excess
profits net income in computing income tax net income for the cal-
endar year 1943, as compared with the allowance of the excess profits
tax as a deduction in computing liabilities on incomes in the calendar
year 1941, when the maximum excess profits tax rate‘was 60 percent.
Under existing law, and with rising corporate incomes, the base of
the income tax will remain relatively stable as a considerable portlon
of increased profits is subject.to excess proﬁts tax.

Corporation excess profits tax receipts in the fiscal year 1944 are
estimated at $10,270 millions, an increase of 81.1 percent over estimated
receipts of $5,670 millions in the fiscal yedr 1943. The increase results

- from the substantially higher income levels and increased tax rates in
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the calendar year 1943 as compared with those in the calendar year
1941. In the calendar year 1941 corporations were subject to excess
profits tax rates varying from 35 percent to 60 percent, depending on
the absolute amount of excess profits, the highest rate applicable to
adjusted excess profits net income in excess of $500,000. With respect
to their calendar year 1943 incomes, corporations are subject to a flat
rate of 90 percent on adjusted excess profits net income. This is
reduced where the combined income and excess profits tax exceeds 80
percent of surtax net income computed without the deduction of
adjusted excess profits net income, so that the combined income
and excess profits taxes will equal 80 percent. Corporations are
allowed a credit of 10 percent of the excess profits tax as a post-war-
refund. A current credit is allowed equal to 40 percent of debt
retired but not to exceed the post-war credit. In each year corpora-
tions may determine their excess profits tax liability by computing
their excess profits credit under either the average earnings method or
the invested capital method. Corporations using the average earn-
ings method receive more favorable treatment in 1943 than they did
in 1941 since in 1943 the lowest year of the base period is counted at a
minimum of 75 percent of the other three years in computing base
period net income. This 75 percent minimum was not allowed in the
calendar year 1941. However, some corporations using the invested
capital method will have a smaller excess profits credit in 1943. In
1941 corporations were allowed a credit equal to 8 percent on the first
$5 millions of invested capital and 7 percent on-the excess. The 1942
Revenue Act reduced this credit to 8 percent on the first $5 millions of
invested capital, 7 percent on the next $5 millions, 6 percent on the
next $190 millions, and 5 percent on the excess over $200 millions.
Other legislative changes made by the Revenue:Act of 1942 affecting
the corporation income and excess profits taxes were indicated in the
. explanation of comparative receipts in the fiscal years 1942 and 1943.
Declared value excess profits tax receipts in the fiscal year 1944 are
-estimated at $90 millions, an increage of $5 millions or 5.9 percent over
‘estimated receipts in the fiscal year 1943. Estimated calendar year
1943 income levels are substantially higher than those of the calendar
year 1941 but the effect of relative income levels is offset to some
extent by the substantial change in economic conditions during 1941,
making it difficult for corporations to provide against declared value
excess profits tax liabilities by accurate capital stock valuations. Itis
bel1eved that this condition will not exist in the calendar year 1943 to
the same extent as in the calendar year 1941..
Total individual income tax receipts in the fiscal year 1944 are
estimated at $12,912 millions, an increase of $5,250 milljons or 68.5
percent over estimgted total individual income tax receipts in 1943 of
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"$7,662 millions. The income tax which is estlmated to increase
$2,984 millions or 41.9 percent prov1des $10,111 millions of the fiscal
year 1944 total. Net Victory tax payments plus receipts from with-
‘holdings at source are estimated at $2,801 millions in the fiscal year
1944, It is estimated that the post-war credlt allowed under the Vie-
tory tax will be taken almost entirely as a current credit in the fiscal
year 1944.

The collection at the source in any calendar year is a prepayment on
the tax liability of that calendar year which is ultimately due in March
of the succeeding year. If the amount collected at the source exceeds
the Victory tax liability, the excess is applied against the income tax

“liability. The gross Victory tax liability is computed -at 5 percent on
the Victory tax net income during the calendar year of every indi-
vidual, after allowance of a fixed exemption of $624, but is limited to

" the difference between 90 percent of net income for regular income tax
‘purposes and the regular net income tax liability. Victory tax net in-
come is gross income in the case of wages, salaries, interest, and
dividends, but is net income after allowable deductlons in the case of
rent and business, professional, and farm income. A post-war credlt
is prov1ded of 40 percent of the gross Victory tax for married couples
or heads of families not to exceed $1,000, 25 percent for single persons
not to exceed $500, and 2 percent for each dependent not to exceed
$100 each. Subject to certain limitations, the entire credit may be
absorbed currently to the extent of speclﬁed payment o_f premiums on
life insurance, net repayment of debts, and net purchases of eligible
United States obligations.

Collections of back income taxes are estimated at $500 mllhons in

the fiscal year 1944, an increasé of $100 millions or 25.0 percent over
estimated receipts in the previous fiscal year. )
" Miscellaneous internal revenue.—Total  miscellaneous internal
revenueTeceipts in the fiscal year 1944 are estimated at $4 936 millions.
This is an increase of $421 millions or 9.3 percent over receipts from
this source in the fiscal year 1943. About 70 percent of the increase
‘comes from miscellaneous taxes and the taxes on liquors. The esti-
‘mated yield from manufacturers’ excise taxes dropped $73 millions
below the fiscal year 1943 figure. This decline is due almost entirely

“to the restrictions upon the manufacture of consumers’ durable goods.

Capital stock tax receipts in the fiscal year 1944 are estimated at
$360 millions, an increase of $60 millions or 20.0 percent over estlmated
receipts.in the precedlng fiscal year. This increase results from the
estimated increase in income levels in the calendar year 1943 as com-
pared with the calendar year 1942,

Estate tax receipts are estimated at $609 millions in the fiscal year
1944, an increase of $109 millions or 21.9 percent over estimated
receipts in the fiscal year 1943. The i increase is accounted for prln-
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cipally by the fact that for the first time the 1941 act rates will apply
.to practically all returns filed. 'The changes made by the 1942 act
apply to part only of the returns filed in the fiscal year 1944 but- will
‘result in some increase of revenue. Thus, it is estimated that the
change which substitutes one $60,000 specific exemption for the
former specific exemption and insurance exclusion of $40,000 each,
resulting in some loss of revenue, will be more than offset by a gain
from certain changes in the powers of appointment and in the treat-
ment of community property as jointly owned property.

‘Gift tax receipts in the fiscal year 1944 are estimated to be $55
millions. This represents an increase of $13 millions or 31.6 percent
over the estimated receipts in the fiscal year 1943. The increase-is
caused by the reduction of the annual exclusion from $4,000 to $3,000
for each donee and of the specific exemption from $40,000 to $30,000,
made by the 1942 act, as well as by an increase in the estimated total
value of gifts.

Receipts from the hquor taxes are estimated at $1,487 millions in
the fiscal year 1944, an increase of $110 millions or 8.0 percent over
the estimated receipts in the previous fiscal year. Of the estimated
total receipts, 62.7 percent is accounted for by the tax on distilled

-spirits, which in this year supplants the cigarette tax as the largest
single source of excise tax revenue, and 31.3 percent is accounted for
by the tax on fermented malt liquors. The increase in receipts for
this group reflects a full year’s collections at the higher tax rates on.
distilled spirits, wines, and fermented malt liquors provided in the
Revenue Act of 1942, as compared with a partial year’s collections
at these rates in the previous fiscal year. Actual withdrawals of dis-
tilled spirits are expected to decline in the fiscal year 1944 because
of a reduced quantity of these products available for consumption
under the program for diversion of alcohol to war uses. Withdrawals
of wine are expected to be reduced somewhat because of reduced
productlon and withdrawals of fermented malt liquors are expected:
to remain unchanged.

Total tobacco tax receipts are estlmated at $948 millions in the
fiscal year 1944, represcntmg an increase of $28 millions or 3. 1 percent
over estimated receipts in the fiscal year 1943. Of this group, the
largest single source of revenue is from the tax on cigarettes. This
tax is estimated to yield $30 millions or 3.6 percent more than in the
previous fiscal year. This increase is aseribed principally to increased
consumer income making possible the purchase of more cigarettes and
to some shift from the use of manufactured tobacco to the smoking of
cigarettes. The tax showing the largest percéntage increase in
receipts is that on Jarge cigars, estimated to yield $28 millions in the
fiscal year 1944, an increase of $6 millions or 27.1 percent. The great-
est part of this estimated increase in yield results from the fact that
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the higher tax rates imposed by the Reveﬁue Act of 1942 are reflected
in only 8 months of the fiscal year 1943 receipts.

Total stamp tax recelpts in the fiscal year 1944 are esmmated to
yield $42 millions, an increase of $1 million or 2.8 pertent over the
fiscal year 1943.

The manufacturers’ excise taxes are estimated to yield $396 millions,
a decrease of $73 millions or 15.5 percent. This decline is caused by
production curtailments, shortages of materials, rationing of auto-.
mobiles, etc. The Jargest single source of revenue in this group is
from the tax on gasoline, which is estimated to yield $219 millions, a
decrease of $37 millions or 14 .4 percent from the previous year. The
estimates assume that the Nation-wide rationing of motor fuel will
extend throughout the fiscal year 1944, whereas rationing on a compar-
able scale extended through six months only in the fiscal year 1943.

The only manufacturers’ excise taxes showing increased yields over
the fiscal year 1943 are those on lubricating oils and on tires and tubes.
Receipts from the tax on lubricating oils are expected to reach $58
millions, an increase of $10 millions or 21.3 percent over the previoys

" year.. This is caused by increased consumption for industrial . uses,
although a further decline in its use for automotive purposes is antici-
pated. The tax on tires and tubes is estimated to yield $23 millions,
an incrcase of $7 millions or 41.0 percent. This gain is largely attri- -
butable to some rise in tirc production under the reclaimed rubber
program, and to the necessity for maintaining truck tires for cssentlal
uses. .

Receipts flom other taxes in the manufacturers’ excise group are
expected to decrease. The tax on electrical energy is estimated to .
yield $51 millions, a decrease of $1 million from estimated receipts
in the previous fiscal year. Receipts from the tax on parts and acces-
'sories for automobiles are estimated at $12 millions, a decrease of $6
millions or 32.2 percent, likewise the result of an expected curtallment
of production for civilian use. The tax on photographic apparatus is
expected to yield $4 millions, a decrease of $4 milligns or 45.0 percent
from the previous fiscal year. The amount of decrease. in taxable
sales as compared with those of the previous fiscal year is actually
greater, inasmuch as receipts in the fiscal year 1943 reflect only
7 months’ taxation at the increased rate.

The retailers’ excise taxes are estimated to yield $137 millions, a
decrease of $6 millions or 4.5 percent. This decline is caused chiefly
by shortages of metals, etc., for jewelry, and of a]cohol glycerin, ete.,
for toilet preparations.

The miscellaneous tax group is estimated to yield $903 mllhons an
increase of $177 millions or 24. 5 percent oyer the receipts in the ﬁsca.l
year 1943. This increase comes prm(',lpally from the taxes on. tele-
phone teleeraph, ete.. local telaphone service, and transportpfmn of
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property. . The communication taxes are expected to yield $204°
millions, an increase of $45 millions or 28.4 percent. This results
from some further increase in the taxable use of telephone and tele-
graph facilities, and to the fact that the increased rates will be in
effect for the entire year, whereas they were reflected in only 7 months
of receipts in the fiscal year 1943. The tax most responsiblée for the
increase in. the miscellaneous group is that on the transportation of
property. The higber receipts are caused by an expected further
increase in business activity, and to the fact that the fiscal year 1943

- estimate of receipts reflects less than a half-year’s receipts, whereas
those of the fiscal year 1944 reflect a full year’s receipts.

The receipts from the tax on admissions are estimated at $161 mil-
lions, an increase of $6 millions or 3.7 percent. The use tax on motor
vehicles and boats is estimated to yield $125 millions, a decrease of
$25 millions or 16.6 percent from the previous year. This decline i’
.the result of a smaller number of taxable vehicles-and boats expected
to be in use because of the rationing of tires and gasoline. ‘

Employment taxes.—Total employment taxes included in internal
revenue receipts are estimated to be $1,971 millions, an increase of
$509 millions or 34.8 percent over the estimated receipts in the fiscal
year 1943. The increase results partly from a higher level of tax- .
.able compensation and partly from increased tax rates affecting con-

- tributions under the Federal Insurance Contributions Act and the
Carriers Taxing Act of 1937.

Receipts under the Federal Insurance Contributions Act are esti-
mated at $1,556 millions. This is an increase of $451 millions or
40.8 percent over estimated receipts in the precedlng fiscal year.
The change in rate, effective January 1, 1944, raises the tax on both
employees and employers from 1 percent to 2: percent (total 4 per-
cent). - The increase in contributions will affect the receipts of only
the last three months of the fiscal year 1944 (since there is a lag of
one calendar quarter between the period of liability and the period
of receipts) but will amount to 71 percent of the est1mated increase
in receipts under this act. .

Receipts under the Federal Unemployment Tax Act are estimated at
$171 millions, an increase of $23 millions or 15.3 percent over the esti:
mated receipts in the fiscal year 1943. The increase is the reflection of
a higher pay-roll level. ‘

Receipts under the Carriers Taxing Act of 1937 are estimated at

. $245..millions, an increase over the estimated receipts in the fiscal
year 1943 of $35 millions or 16.9 percent. The increase is the result
of higher railroad pay rolls and an increase in the tax rate.. The higher
rate (3% percent on both employees and employers as compared with °
the previous rate of 3 percent on each) will affect contributions through-'
out the fiscal year 1944,

487543—45——7
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Total internal revenue.—Total internal revenue, which is the summa- -
tion of the estimated receipts discussed in detail above, is estimated at
$34,552 millions.in the fiscal year 1944 compared with $23,549 millions
in the fiscal year 1943, an increase of $11,003 millions or 46.7 percent.
A detailed tabulatlon of the foregomg estimates is in the table on
page 675.

Railroad unéemployment insurance contmbutzons —Railroad unem-
ployment insurance contributions are estimated to be $11 millions, an
increase of $1 million over the estimate for the fiscal year 1943.
These receipts represent 10 percént of the 3 percent tax on covered pay
rolls, the other 90 percent being deposited to the credit of the Railroad
Unemployment Insurance Account in the Unemployment Trust Fund.

Customs.—Customs receipts in. the fiscal year 1944 are expected to
decline to $204 millions from estimated receipts of $253 millions in
the fiscal year 1943. Wartime activity is expected to increase the
need for concentrating all available shipping space into the move-
ment of strategic materials and supplies. Receipts from duties on
stocks which will be withdrawn from storage are expected partially

“to-offset the estimated detline in receipts from duties on many- cur-
rent imports.

Miscellaneous receipts. —DMiscellaneous recelpts in the fiscal year
1944 are estimated at $639 millions. This is a decrease of $102 mil-
lions as compared with 1943, .a decline of 13.7 percent Of the $639
millions, it is estimated that on]y $250 millions will bé received in the
fiscal year 1944 from renegotlated contracts, whereas $350 mllhons
were cstlmated from this source in the fiscal year 1943.

ESTIMATES 'OF EXPENDITURES

Actual expenditures for the fiscal year 1942 and estimateé for the
fiscal years 1943 and 1944 are summarized in the following ‘table.
Further details willbe found in table 105, beginning on page 675. The
estimates are based upon figures submltted to the Congress in“the
‘Budget for 1944.

-

Actual expenditures for 1he fiscal year 1942 and’ esumated expendztures for the fiscal
yems 1943 and 1944, as exhibited in the Budget for 1944 .

[In rmlhons of dollars]

General and special accounts = | Esti&ited, EStiIg%ted’ A%hl‘fl’»
War activities. - oo .o eeemiemnen .l ' wee...] 97,0000 74,000.0| 26,0111
Interest on the pu - -3,000.0 | . 1,850.0 1,260.1
AN Other oo oeoiecoeeaanees . : 4,128.9 4,587.3 5,220.2
Total expenditures, general and special accounts (daily ) ) ;
Treasury statement basis, unrevised)...._.....oo...ooooo. 104,128.9 80,437.3 | 32,4913

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

o
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Attention is invited to the attached reports of bureaus and divi-
sions of the Treasury Department and to the exhibits and tables
accompanying the report on the finances.:

: ‘ Henry MORGENTHAU, JT.,
Secretary. of the Treasury.
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FISCAL SERVICE OF THE TREASURY DEPARTMENT

The Fiscal Service of the Treasury Department, at the head of which
1s the Fiscal Assistant Secretary, comprises the Bureau of Accounts,
the Bureau of the Public Debt, and the Office of the Treasurer of the
United States. Under an ordar of the Secretary of the Treasury, the
Under Secretary, in the event of a vacancy in the office of the Fiscal

" Assistant Secretary, acts as Fiscal Assistant Secretary and performs
all duties and functions assigned to that office. The activities of the
Fiscal Service are discussed in the following pages.

BUREAU OF ACCOUNTS

" The supervision of the administration of the accountlng functions
and activities in the Treasury Department and all its.bureaus, divi-
N sions, and offices are .exercised under the direction of the Secretary
of the Treasury by the Fiscal Assistant Secretary through the Com-
missioner of Accounts. The function of authorizing the installation,°
.maintenance, revision, and elimination of accounting records, reports,
‘and procedures in the Treasury Department are exercised by the Fiscal
‘Assistant Secretary through the Commissioner of Accounts.

The Commissioner of Accounts, at the head of the Bureau of
Accounts, has supervision over the activities and functions of the
Division of Bookkeeping and Warrants, Division of Disbursement,
Division of Deposits, Section of Surety Bonds, Budget Section, Section
of Investments, and the Emergency Relief Accoun‘omg Organization,
the latter to be liguidated by December 31, 1942.

The duties and functions of the units under the Bureau of Accounts
are discussed in the following pages.

The Commissioner, in collaboration with the Bureau of the Budget
and General Accountmg Office, also supervises work'in the Treasury
Department in connection with the development of standards, termi-
nology, classifications, a system of financial reporting, and summary
accounts required by Executive Order No. 8512,

Office of Commissioner of Accounts

Budgetary administration and financial reporting.—Under Executive
Order No. 8512, dated August 13, 1940, prescribing regulations for the
purpose of improving budgetary administration and financial report-
ing, the Secretary of the Treasury, with the approval of the Director
of the Bureau of the Budget, was directed to establish (a) uniform
accounting terminology, (b) uniform -classifications of assets and
liabilities, and revenues and expenditures, and (¢) uniform standards
for the valuation of assets and the determination of liabilities and the
treatment of revenues and expenditures in relation thereto; and to
maintain a complete system of summary accounts through which
the financial data of the various agencies w1ll be coordinated and
integrated. .
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On March 3,:1942, the order was amended by Executive Order No.
9084, which provides that prior to establishing uniform terminology,
classifications, principles and standards, they be referred to the
Comptroller General of the United States for consideration and deter-
mination as to whether they are in conflict with the forms, systems,
and procedures prescribed by the Comptroller General as required by
section 309 of the Budget and Accounting Act. (See exhibit 59,

. 341) : - ,
P In pursuance of Budget-Treasury Regulation No. 1, agencies of the
Government are submitting requests for quarterly apportionments of
their appropriations to be made by the Director of the Bureau of the
Budget. They also are submitting monthly reports on the financial -
status of their appropriations. These reports will provide the basis
for production. by the Treasury Department of summary financial
statements to reflect a composite picture of the Government’s appro-
priations, obligations, and expenditures and special statements on war .
. appropriations, emergency funds of the President, and similar state-
ments. Budget-Treasury Regulation No. 2 deals with financial re-
porting by corporations and credit agencies of the Government and .
requests annual financial statements beginning with a report covering
. the fiscal years 1941 and 1942, = . A

Daily Statement of the United States Treasury.—During the fiscal
year 1942, there were several changes in classifications shown on the
daily Treasury statement. Beginning with the statement for Sep-
tember 30, 1941, receipts, transfers from the General Fund, and
expenditures in connection with the sale and redemption of surplus
‘commodity stamps, formerly shown on a net basis, were shown on a’
gross basis under the classification ‘“Trust accounts, increment on
gold, etc.” On the statement for May 1, 1942, the classification
“National detense’” was changed to “War activities” and the expendi-
tures made by several agencies previously shown as “General” were
changed to “War activities.”” Changes in classification also arose
under Executive Order No. 8929, transferring the Coast Guard to the
Navy Department, and under Executive Orders Nos. 9054, 9069, and
9071, issued by the President under Title I of the First War Powers

- Act, approved December.18, 1941. -

‘The tables for the Social Security, Railroad Retirement, and Rail-
road Unemployment Insurance Acts, previously published in the daily
Treasury statement on the 10th of each month, were included in the
statement for the 15th of each month, beginning November 15, 1941.
* The preliminary public debt statement shown on the daily Treasury
statement for the last day of each month has been expanded, beginning
with the statement for July 1942, so as to include-the details with

"respect to the public debt and also the contingent liabilities of the
United States, previously published on the monthly Statement of the
Public Debt of the United States. Since this detailed information
will be shown in the daily Treasury statement, the Public Debt State-
ment will not be published after June 30, 1942, as a separate statement.

Combined statement of assets and Liabilities of Government corporations
and credit agencies—The combined statement of assets and liabilities
of Government corporations and credit agencies, commenced in 1934 °
under the provisions of Executive Order No. 6869, dated October 10,
1934, superseded by Executive Order No. 8512, 1s published in the
Daily Statement of the United States Treasury, for the last day of
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each month. This statement as of June 30, 1942, will be found as
table 88 beginning on page 624 of this report. ~

Surveys under Reorganization Plan No. III.—Several important
surveys and studies were made during the fiscal year 1942 to improve
the accounting and reporting activities of the Department in connec-
tion with section 1 (b) of-Reorganization Plan No. III, which places the
supervision of the administration of accounting functions and activities
in the Treasury Department under the Fiscal Assistant Secretary to
be exercised through the- Commissioner of Accounts. These surveys
included a study in cooperation with representatives of the General
Accounting Office of transactions affecting the settlement of the
account of the Treasurer of the United States. A joint study resulted
in a recommendation for a new procedure for the monthly settlement
of this account.

Other surveys included a study of the accounting for nonexpendable
items in the various offices of the Department, and a study of the
accounting for pay-roll allotment deductions for the purchase of war
savings bonds with the issuance of appropriate instructions thereon.

Annual appraisal of assets and liabilities of the Commodity Credit Cor-
poration.—Under the act approved March 8, 1938 (52 Stat. 107), as
amended by Public Law 147, approved July 1 1941, the Secretary of
the Treasury is required to make an appralsa] as of March 31 of each
'year of the assets and liabilities of the Commodity Credit Corpora-
tion for the purpose of determining the net worth of the Corporation.
In the event that any such appraisal shall establish that the net worth
of the Corporation -is less than $100,000,000, the Secretary of the
Treasury is required to restore the amount of the-capital impairment,
funds for which are appropriated by the Congress. In the event any
appraisal shall establish that the net worth of the Corporation is in
excess of $100;000,000, such excess must be deposited by the Corpora-
tion in the Treasury as miscellaneous receipts. The appraisal as of
March 31, 1942, resulted in the return to the Treasury of $27,815,-
513.68, of wblch $18,000,000 was deposited in the fiscal year 1942 and
the balance in the succeedmg fiscal year. .

The following statement shows the results of all such appraisals:

Appropriations for restoration of cap1ta] impairment: Amount
Act of June 25, 1938 (appraisal as of Mar. 31, 1938, H. Doc. 670, 75th Cong.}...____.__... $94, 285, 404. 73
Act of Aug. 9, "1930 (appraisal as of Mar. 31, 1939 ’H. Doc. 317, 7Gth Cong.) . oo 119, 599, 918. 05
Act of July 3, 1941 (appraisal as of Mar. 31, 1941, H. Doc. 248, 77th Cong.yecocococacane 1, 637, 445.51
MNCTY 30T o) o)) 0 B:1 3 1o oV VU 215, 522, 768. 29
. -Less amount returped to Treasury: :
Appraisal'as of Mar. 31, 1940 _ ... e cccraeaa $43, 756, 731. 01
Appraisal'as of Mar, 31, 1942 _ .t cereaaaaa 27,815, 513. 68/
. ———————— 71 572, 244. 69
Net payments to corporatlon to June 30, 1942__ 143 950, 523. 60

Securities and funds, thhppme INDASTON. —On December 19, 1941,
pursuant to directions from the President, the Secretary of the Interlor
cabled the United States High Commissioner to the Philippine Islands
to safeguard the rightful owners or holders of United States securities,
checks, and currency in the Philippine Islands by accepting these
valuables for safekeeping. In the event of the destruction of the
securities, checks, and currency so deposited, the High' Commissioner
was advised that substitute securities, checks, or currency would be
issued by the Treasury Department, provided the evidence was satis-
factory and acceptable to the Secretary of the Treasury, and sub]ect
to all applicable law.
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Accordingly, the High Commissioner announced a safekeeping

" program under which individuals or corporations depositing valuables
for safekeeping were required to execute affidavits identifying the
affiant and any other persons having an interest in the property,
describing fully the valuables deposited, requesting they be accepted
for safekeeping, and specifying the disposition to %e made of substi-
tute issues in case of destruction of the originals. Later, the safe-

" keeping program was expanded to include gold and silver bullion,
coins, Philippine currency, jewelry, all -types of securities 1nclud1ng
stocks, and any other valuables which might be offered for safekeeping.

The valuables deposited under this safekeeping program were re-
moved to Corregidor Island. Included among them were numerous
securities, papers, and records of Manila banks and their clients, bars
of gold bullion produced at mines in the Philippine Islands, and pack-
ages of United States and Philippine currencies. Also included were
over 18,000 checks drawn on the Treasurer of the United States which
were deposited with the High Commissioner by the Treasurer of the
Philippine Commonwealth. These checks had been paid by the
Philippine Treasury, but the Treasurer of the United States had not
yet made reimbursement.

During February 1942, all valuables dep0s1ted with the High Com-
missioner for safekeeme' except currencies, paid checks drawn on the
Treasurer of the United States and some miscellaneous items were
released to the custody of the U. S. Navy for transfer to the conti-
nental United States. Also, gold bullion and a portion of the coined
silver belonging to the Commonwealth of the Philippines which had -

" not been deposited with the High Commissioner for safekeeping were
shipped to the continental United States by the U. S. Navy. Three
counterparts of affidavits, correspondence, and related documents, in-
cluding a listing of the 18 000 paid checks, were similarly released for
transmission, each counterpart by separate means, to the Treasury
Department in Washington. The gold, silver, and all other valuables

- were transported to the United States and are held by the Secretary
of the Treasury. All three counterparts of the related affidavits, cor-
respondence, and other documents have been received in Washington,

. and are now being examined and catalogued in the Bureau of Accounts,
where records are being established to provide control over the valu-
ables held in custody and to record the items due each depositor.

Numerous inquiries are being received in regard to establishing
claims to assets believed to have been removed from the Philippine
Islands. Claims presented by persons in the United States who state
they are authorized to accept delivery of the gold bullion and other
valuables are being investigated. The Treasury Department is en-
deavoring to carry out instructions of depositors who specified the dis-
position to be made of outstanding United States Government checks
and securities delivered into custody.

The currencies, paid checks, and other valuables which could not
be shipped were destroyed at Corregidor by incineration or other
means, 1n the presence of a committee of officials who have certified
to the Secretary of the Treasury the destruction of these items.

Representatives of the Treasury Department and the General
Accounting Office are reviewing and correlating the available data
relating to the account of the Treasurer of the United States with )
the Treasury of the Philippines.
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Advances to Federal Reserve Banks for industrial loans, etc.—Advances
to Federal Reserve Banks for industrial loans, etc., were authorized by
the act approved June 19, 1934 (48 Stat. 1105), which amended the
Federal Reserve Act, as amended, by adding section 13 (b). The pro-
visions under which the Secretary of the Treasury makes these ad-
vances were described on pages 184 and 185 of the annual report
for 1940.

No advances were made to the banks during the fiscal years-1939,
1940, 1941, and 1942, the last advance having been made on October
14, 1937. Payments received by the Treasury during the year aggre-
gated $141,241.11, from the following banks: Boston, $3,133.55; Chi-
cago, $27,214.83; Cleveland, $15,233.71; Philadelphia, $81,360.36;
Richmond, $13,808.52; and Minneapolis, $490.14.

The following statement is a summary of the transactions in con-
nection with these advances to Federal Reserve Banks.

Advances to Federal Reserve Banks for industrial loans, and payments received by -
the Treasury to June 30, 1942 .

Federal Reserve Bank advl\fnwgsngl.llﬁor- Fé%g:ﬁnﬁ?sggve ‘g?g:geggsgé -
ral Reser e Banks to June | Treasury to June
30, 1942 30, 1942
Atlanta. .o $g; ggg, %’é gg 2$g56, 934 3% 1 $g3; ggg (5)2
BoOStOM _ . oo ciaeaas 1 , 236. , 875, 115, 4, 899,
(031117 { S 19; 748, 516. 70 1,417, 701. 33 138, 317. 80
%levela.ud. ...... 14, 348, ggg 68 1,015, 57%. 83 . gz, 433. gg
allas . oL 4,359, 338. 1 1, 251, 788. 08 . , 116,
Kansas City .- ccoooomoo i 4,131, 276. 30 1,145,717.73 |- . 135,204.38
Minneapolis. . 3, 509, 467. 65 1,007, 746. 96 34, 808. 60
New YOrK .o eeaeaae 42, 529, 210. 65 7,752, 044. 63 . 182,987.08
Philadelphia. .. oooooo . 14, 620,883.52 | 4,198, 400. 60 431, 345. 65
Richmond. ..ol . 5, 808, 201. 43 3, 420, 662. 05 80, 522.78
St LoWiS. . e e 5,093, 112. 25 547, 832.83 15,947,094
8an Francisco..._ ... . ... en e 9, 850, 328. 30 2,156,795.01 |- oo Lo
L) 7 N 139, 299, 556, 99 27, 546, 310. 97 1, 069, 459. 44

1 No payments received by the Treasury from these banks during the fiscal year 1942,

Appropriations and expenditures under the Social Security Act.—The
Social Security Act, approved August 14, 1935, as amended (42 U. S. C,,
Ch. 7), provides for the establishment of a system of Federal old-age
and survivors benefits, and for grants to the several States.to enable
them to make adequate provision for aged and blind persons, needy,
dependent, and crippled children; mateérnal and child welfare; public
health services; and the administration of State unemployment com-
pensation laws, ' : :

Section 201 (a) of the Social Security Act Amendments of 1939,
approved August 10, 1939, makes permanent appropriations to the
Federal old-age and survivors insurance trust fund for the fiscal year
1941 and each year thereafter equal to 100 per centum of the employ-
ment taxes received under the Federal Insurance Contributions Act
and covered into the General Fund of the Treasury. - _

The amounts appropriated to June 30, 1942, under the various
authorizations contained in the Social Security Act, as amended, and
total expenditures from such appropriations to June 30, 1942, are
shown in table 16 on page 471. Receipts, expenditures, and invest-
ments of the Federal old-age and survivors insurance trust fund and
the unemployment trust fund are shown in tables 76 and 86 on pages
609 and 620. - ‘
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Colorado River Dam fund.—The Colorado River Dam fund was

« established under the act of December 21, 1928, which provided for

the construction of works commonly referred to as the Boulder Canyon

project. All revenues and expenditures pertaining to the fund are
under the direction of the Secretary of the Interior.

Under an act of Congress approved July 19, 1940 (54 Stat. 774),
the Secretary of the Interior was authorized to promulgate and to put
into effect charges for electrical energy generated at the dam site,
The act further provides that the receipts from these charges be used
to meet costs of operation and maintenance; to repay to the Treasury,
with interest, the advances made to the ‘fund for the project; to
provide $300, 000 annually to each of the States wherein the project
1s located, namely, Arizona and Nevada, beginning with the year of
operation endlng May 31, 1938; and to transfer $500,000 annually to
the Colorado River development fund beginning with the year of
operation ended May 31, 1938.

The act states that the first $25,000,000 of advances made by the
Treasury to the Colorado River Dam fund is an allocation for flood
control, and repayment may be deferred for 50 years after date of
receipt by the fund of such advances, that is, to June 1, 1987, and
repayments shall be made at that time in the manner Congress shall
determine. For this reason, this sum of $25,000,000 is not included:
under the caption “Advances” in the statement below.

The act further stipulates that interest charges for purposes of
advances and reimbursements shall be computed at the rate of 3
percent, in lieu of the 4 percent rate specified in previous legislation.
The statement which follows is on an operating year basis and has
taken into account the necessary revisions required under the act
approved July 19, 1940.

Status of Colorado River Dam fund as of close of each operating year, 1933 to 1948

Interest on

| . . : Interest :
Operating Interest Advanees -amount PR g )
yeareuding | Advances! | on ad- | and interest | outstand- R";gg;’;’sff*?' Ogurfs[e‘[? Tota.ldzilrgount
May 3l . . vances | on advances {ing preced- ments
ing year

$11, 890, 532. 623101, 529. 95|$11,992,062. 57| ... .| $11, 992, 062. 57
| 18,424, 397:76] 249, 674.11| 18, 674,071. 87} $359, 761. 88 19,033, 833. 75
23,607, 521. 44] 399, 464. 48} 24, 006, 885. 92| 930, 776. 89 . 24,937, 762. 81
19, 976, 009. 81] 319, 761. 45! 20, 295, 771. 26(1, 678, 909. 77| ‘21, 974, 681. 03
7,410, 641. 301 147,073.83! 7,557,715.13 2 338, 150. 21]. 9, 895, 865. 34
5, 685, 000. 00| 88, 848.90] 5, 773, 848. 90|2, 635, 026. 17($1. 7,278, 653. 18
5, 590, 265. 49| 74,926. 12} 5, 665, 191. 61 2 853, 385. 76/ 4, 600 000 004 3, 851, 476.02
i 4,050,000.007 67, 278.68] 4,117, 278.68 2 968 930. 04 3 500, 000. 00 3, 529, 831 67
4,800,000.00] 87,875.34) -4,887,875.34 3, 074, 824. 99 7, 000, 000. 00 868, 919. 53

3, 550, 000. 00| 56, 182.17( 3, 606, 182. 173, 100, 892. 58| 2, 000, 000. 00 41,753, 42 4, 665, 321. 33
Total..._. 104, 984, 368. 42(1,592,615.03(106, 576, 983. 45{19,940,658.29(18, 200, 000. 00289, 234. 53[3 108, 028, 407. 21

1 Excludes $25,000,000 of ad vances allocated to flood control, repayment of which i s deferred to June 1, 1987,
1 Reimbursements have been applied toward reduction of “inferest on ad vances.”
3 Includes $3,044,038.79 representing unpaid interest.

Dwzswn of Bookkeeping and Warrants

The D1v1s1on of Bookkeeping and Warrants, in the name of the
Secretary of the Treasury, issues all warrants on the Treasurer of the
United States, and under section 10 of the act of July 31, 1894
(5U.8.C. 255), maintains the official accounts relating to the recelpt
appropriation, and expenditure of the public moneys, covering all
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departments and establishments of the Government. The Division
makes analyses of acts of Congress carrying appropriations -.and
maintains the necessary appropriation accounts on_its ledgers; it
issues warrants for placing disbursing funds to the credit of d1sburs1ng
officers, for the payment by the Treasury of claims settled by the
General Accounting Office, and for covering into the Treasury the -
Trevenues and receipts of the Government. It handles the work
involved in connection with the approval of the issuance of duplicate
checks (sec. 9 of the Government Losses in Shipment Act).

The Division compiles and publishes an annual digest of the
appropriations made by Congress, and also an annual combined
statement of the receipts, expenditures, and unexpended balances
under each appropriation account. The combined statement is
submitted to Congress in accordance with the act of July 31, 1894
(5 U.S. C. 264).

In addition to the foregoing publications there are prepared various
financial statements which -appear in the Annual Report of the
Secretary of the Treasury, in the monthly Bulletin of the Treasury
Department, and monthly in the Congressional Record. Also numer-
ous statements and reports covering receipts and expenditures and
other data on war activities are prepared at various intervals.

Diwvision of Disbursement

The Division of Disbursement exercises the dlsbursmg functions, -
in Washington and in the field, for all departments and establishments
of the Government with the exceptlon of the Post Office Department,
United States marshals, the Panama Canal, special disbursing agents
of the War and Navy Departments, and certam Government cor-
porations,

During the year operations in the Philippine Isla,nds were suspended;
the 37 emergency relief offices were consolidated with regional offices,
and one additional regional office was established. On June 30, 1942
the Division maintained the Central Office in Washington, D. C 20
regional offices, and 5 territorial offices in Alaska, Puerto RlCO Hawau,
the Virgin Islands, and Panama. The transfer of certain Federal
activities from Washington, D. C., to other locations in the United
States has resulted in the transfer of over one million payments per
month from the Central Office of the Division of Disbursement in
Washington to regional offices of the Division. .

The total personnel of the Division on June 30, 1942, mcludmg
regular, temporary, and emergency- employees, Was 2, 189 and in
addition there were 11 employees paid from the allotment for Foreign
Funds Control assigned to the Washington office to assist in the work
incident to the control of foreign funds,

During 1942, the Division made 81,286,289 payments by check,
1ssued 73,182 United States war savmgs bonds Series E, and made
cash payments in 689,535 instances. These payments were supported
in the disbursing accounts by 8,790,247 vouchers. The Division also
received, deposited, and accounted for 8,955,669 collection items.
The Division has handled this fiscal year 3,541,630 items of payments
and collections for agencies which have been established in connection
with the war effort. In the month of June 1942 approximately
500, 0%0 such items were handled and this amount is mcreasmg each
mont
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Voluntary pay-roll allotment plan.—In connection with the inaugura-
“tion on February 8, 1942, of the voluntary pay-roll allotment plan
for the purchase of war savings bonds, the Chief Disbursing Officer
(Division of Disbursement) was des1gnated by the Secretary of the
Treasury as the Bond Issuing Officer for departments and agencies
served by the Division of Disbursement. (See exhibit 65, p. 346.)
On. the basis of 90 percent participation by the employees of these -
departments and agencies, it is estimated that the Division of Dis-
bursement will issue during the ensuing fiscal year, through its central
and regional offices, approximately 3, 000 000 war savings bonds.

Bondzng of certifying officers.—In- order more clearly to define the
respective responsibilities of disbursing officers and those officers and
employees of the various agencies who are authorized to certify vouch-
ers for payment, Public Law 389 was enacted on December 29, 1941.
(See exhibit 58, p. 338.) This law, effective April 1, 1942, prov1des that
disbursing officers in the Executive Branch shall disburse money only
upon vouchers certified to them by the head of a department or
agency, or by an officer or employee thereof authorized in writing by
such head to certify vouchers. Disbursing officers are required to
make only such examination of vouchers as may be necessary to
ascertain that they are in proper form, duly certified and approved,
and correctly computed on the basis of the facts certified. However,
the provision for proof.ef computation® was eliminated by Public
Law 528, approved April 28, 1942, which imposed the respons1b1hty
for correct computation on the certlfylng officer.

Public Law 389 further provided that certifying officers shall be
responsible for correctness of facts and legality of proposed payments;
shall be required to give bond with surety approved by the Secretary
of the Treasury in amounts to be fixed by the head of the department
or agency in which employed, pursuant to standards and conditions
prescribed by the Secretary of the Tr easury ; and.shall be held account-
able and required to make good the amount of any 1llega1 improper,
or incorrect payment.

The law specifically excepted disbursing functions of the War and

Navy Departments, except for departmental salaries,
_ Pursuant to Public Law 389, the Secretary of the Treasury, in
Department Circular No. 680, dated February 16, 1942, prescribed
the standards and conditions with respect to bonds of certifying officers
and also the administrative procedure relating to disbursements under
the Division of Disbursement.

.To June 30, 1942, about 7,000 ofﬁcers and employees have been
designated by. the heads of their agencies for certifying duties, and a .

- bond in each case has been submitted to the Treasury Department for
approval. The penal sums of these bonds have been determined by
the heads of their agencies, in accordance with the standards laid down
by the Secretary of the Treasury. - In general, $5,000 has been deemed
to be adequate, but the penal sums range from $1 000 to $50,000.

Dunsion of Deposzts

1

The Division of Dep051ts is’ charged with the administration of
matters pertaining to the designation and supervision of Government
depositaries and the deposit of Government funds in such depositaries,
as prescribed by the regulations:’incorporated in” Department Cir-
culars Nos. 92 and 176, as amended; the ‘qualification of Federal.
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-savings and loan associations as fiscal agents of the United States
under Circular No. 568 ; the maintenance of a record of cash collateral
pledged in lieu of securities by issuing agents designated under Circular
No. 657 for the sale and issuance of war savings bonds, Series E;
and the execution of the duties devolving upon the Secretary of the
Treasury as a result of the enactment of the Government Losses in
Shipment Act, as amended.. :

Depositary functwns —The following statement shows the number
and classes of depositaries maintained by the Treasury and the
Government .deposits held by such depositaries as of June 30, 1942.

Number of depositaries and amount of Government deposits held on June 30, 1942,
by class of deposztames

Depositaries Number Amount
Federal Reserve Banks (including branches) . ..o .o o ... 12 | $602, 946, 068. 77
Federal Reserve member bank depositaries:
To credit of Treasurer of United States. ... ... oo oo, } 1. 360 60, 657, 525. 88
To credit of other Government 0fficers. .- - oo e oio i iaaiaanaees ’ 86,133, 953. 37

Insular and territorial depositaries (including Philippine treasury): .
To credit of Treasurer of United States. - ccaeem oo oo oo iciamceaes } % { 8, 709, 568. 87
To credit of other Government officers. ... o . o oo.ooiooio.. 29, 204, 459.75
Foreigp depositaries:

To credit of Treasurer of United States. 44 52, 640, 000. 00

. .To credit of other Government officers 2 247 403.39
‘Specml depositaries t__.__ 2,814 | 1, 678 598 000.00
Motal. . e eeeemmeremmaceem——re——n 4,256 | 2,521, 136, 980. 03

p 1 Ing(l)udgszl 554 national banks and 1,260 State banks and trust companies, of which 2 136 held deposits on
une 194

During the fiscal year 1942 there were 3,168 changes and adjust-
ments effected in the depositary system of the Treasury. These
changes and adjustments are summarized in the following table:

. Member bank Special
Adjustments depositaries | depositaries
Designated . . il 551 572
Discontinued._. - 474 62
> Amountsfor w o
. Increased._. - 607 579
Décreaged. . . 96 |
. Miscellaneoys chan, ges:. P2 3 A R,
L S R, 1,965 1,203

The number of changes and adjustments in the depositary system
during the year greatly exceeded those of any preceding year and are
the result of the increased need for local depositary facilities by officers
of the Government, particularly those connected with the military
branches of the service who utilize such depositaries in obtaining pay-
roll cash, the desire of banks designated as special depositaries under
Department Circular No. 92 to make payment for issues of Govern-
ment securities. by credit through war loan aecounts, and the con-
tinued effort to modernize the depositary system. .

Existing depositaries were utilized and numerous new depositaries
were required in the. territories, insular possessmns and foreign
countries.
~ Prior .to the approval of Public Law 603 on June 11, 1942, only
banks which were members of the Federal Reserve System ‘were
eligible for designation. as depositaries of public moneys and financial
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agents of the Government. Under section 10 of the act, all banks"
which are members of the Federal Deposit Insurance Corporatlon are
eligible for designation. (See exhibit 63, p.343.) This will permit the
Treasury to establish essential dep0s1tarv facilities at points where
there prev1ously were no eligible banks, and it is anticipated that this
and other portions of the “act-will have a decided effect upon the
depositary system of the Treasury.

. Depositary bonds.—The details outlining the reason and purposes

- covering the issuance of the 2 percent depositary bonds are contained
in the annual report of the Secretary for 1941, on page 100.

As of June 30, 1942, 2 percent depositary, bonds in the face amount,
of $78,958,000 had been issued, and $5,000 had been redeemed, léaving
$78, 953 000 outstanding on June 30, 1942

Deemnaz‘zon of agencies for the issuance of war savings bonds, Series
E.—All the functions performed by the Division. of Deposits in con-
nection with the designation and qualification of issuing agents for .
the sale and issuance of United States war savings bonds, Series E;

. were, during February 1942, transferred to the Bureau of the Public
Debt, with the exception. of the collateral record of cash pledged by.
de51gnated issuing agents in lieu of securities as specified in Depart-
ment Circular No. 657, and referred to in the annual report of the Secre-
tary for 1941. "At the inception of the plan of pledging cash collateral;
only the twelve Federal Reserve Banks were authorized to accept
cash for this purpose. However, in order to create further outlets
and to expedite the issuance of the war savings bonds, Series E, branch

- Federal Reserve Banks, in January 1942, were author17ed to furnish
unissued bond stock and accept cash collateral tendered by de51gnated
issuing agents.

Of . the total number of fiscal agents designated as of the close of
business June 30, 1942, 651 qualified by the pledge of cash collateral
in the total amount of "53 114, 289.25.

Federal savings and loan associations.~—On J une 30, 1942, the Federal
Home Loan Bank System reported to the Treasury that 1,464 Federal
savings and loan associations were eligible to qualify as fiscal agents
under Department Circular No. 568, dated Septem}()er 15, 1936, for

“the purpose of collecting delinquent accounts arising out of insurance
and loan transactions of the Federal Housing Commissioner, and of .
this number 101 had qualified for this purpose either by the pledge
of collateral security or the filing of an acceptable surety bond.

Social security.—Under arrangements entered into between the
Treasury and the Social Security Board, various depositaries of public
moneys, designated by the Secretary of the Treasury, were authorized
to -carry balances of Treasury funds as a basis for servicing State
unemployment, compensation benefit payment accounts and clearing -
accounts. As of June 30, 1942, 65 banks were designated for "this
purpose with suthority to maintain Tr easury balances totaling
$41,690,000. _

Govemment Losses in Shipment Act.—The Government Losses in
Shipment Act, approved July 8, 1937 (50 Stat. 479), as amended by
an act approved August 10, 1039 (53 Stat. 1358), was designed to
provide within the Government an adequate means of prompt replace-
ment of losses resulting from the shipment by the éxecutive depart-
ments, independent establishments, agencies, wholly owned corpora-
tions, officers and employees of the United States, of certain articles, .

\ \
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things, or representatives of value, thus eliminating the necessity of
purchasing insurance from prlvate companies for such replacements.
The articles, things, or representatives of value declared to be ‘“val-
uables” by the Secretary of the Treasury, within the meaning of that
term in section 7a of the act, include money of the United States
and foreign countries, securities and other instruments or documents,
precious metals and stones, and works or collections of artistic, his-
torical, scientific, or educational value. The shipment of ‘““Valuables”
is governcd by regulatlons designed to minimize the risks of loss,
destruction, or damage, and to facilitate replacement under the
provisions of the act, in the event such procedure becomes necessary.

The monetary value of shipments reported to have been made under
the act during 1942, of classes of valuables which were covered by
the Treasury’s contracts with insurance companies prior to the enact- -
ment of the Government Losses in Shipment Act, amounted to
$41,378,204,236. .This represents an increase of approx1mately
$3, 100 OOO 000 over shipments made during 1941. The table follow-
ing indicates the estimated premium savings in connection with
shlpments for 1942 to be over $860,000, and savings since the incep-
tion of the act to be over $2,780,000, under each of the three alternate
bases upon which the estimates are made.

Estimated premium savings during the fiscal years 1941 and 1942 and the total estimated
savings to June 30, 1942 -

: : ’ : Aug. 15, 1937,
On basis of premium rates for— .F‘Sﬁaghfeu F\sclzlé' €ar | "o June 30,

Fiscal year 1938 1. $798,000 |* $863, 000 $2, 782, 000
Fiscal year 1937 2._. 1,145, 000 1, 239,000 3, 674, 000
Fiscal years 1936-38 - 1,098, 000 1, 188, 000 3, 518, 000

t Lowest rates under insurance contract system.

2 Rates in effect at time estimates of premium savings were presented to Congress.

8 Average based on rates effective in last 3 years of Government insurance contract system.

-Other classes of valuables covered under the provisions of the
Government Losses in Shipment Act were ghipped during the year
having an aggregate value of $65,935,048,845; however, these have
not been included in the calculation of estimated premium savings
in the above table because, as a general practice, the Government
did not insure them prior to the effective date of the act.

Following is a table of the loss experience resulting from shipments
of valuables, and other functions under the act during the ﬁscal
year 1942.

Number and value of ilems reported lost, seltled, and unadjusted, fiscal year 1942

Items reported lost Number | Value
Unadjusted July 1, 1041 “5 | $3.021.13
Reported lost during year. 45 | 15,621, 52
Total 10 be Settled oo ool iiiageiiaan e 50 | 18, 642. 65
Settled by replacement out of fund._________ ..ol 9| 2,874.42
Settled without replacement or credit. ... .. 8| 8,121.13
Total settled. . .o e 17 | 5,995.55
Unadjusted June 30, 19042 33 | 12,647.10

487543—43——8
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Section 3a of the act provides for payment of losses arising from
agency functions performed by the Post Office Department for the
Treasury, irrespective of the manner in which losses occurred. Such
losses may result from fire, theft, robbery of a post office, embezzle-
ment, or similar contingencies. The increase in the number of
losses reported, from 8 1n 1941 to 45 in 1942; may be attributed chiefly
to loss or destruction of motor-vehicle tax stamps, the sale of which
was instituted on a Nation-wide basis during the year by the Post
Office Department, acting in the capacity of agent for the Treasury.
- Pursuant to section 3b of the act, as amended, there were executed
during 1942 five agreements of indemnity in the aggregate amount of
$61,003.93, in connection with which no payments have been re-
quired. The total number of agreements executed up to and includ-

ing June 30, 1942, was eleven, amounting to $76,722.99. .

Fund Yor payment of Government losses in shipment (revolving fund), June 30, 1942
’ 1. RECEIPTS AND EXPENDITURES

: Increase or l
Cumulative to | decrease (-}, | Cumulative to
June 30, 1941 fiscal year June 30, 1942
1942 :
Receipts: . .
Appropriations._ . _____._ ... $602,000.00 |._.___.______.__ $602, 000. 00
Transferred from the securities trust fund (9/21/39)1._ 91,803.13 [cccooo o 91,803.13
Recoveries of payments for 1osses.......... B $262. 50 . 262. 50
Total receipts... . 693, 803.13 262. 50 694, 065. 63
Expenditures: - R
Payment of 108868, .o oo oeomaamaoo. e 21,137.29 2,874.42 24,011.71
Balance in fund........_. e eamemecaceamec—mman 692, 665. 84 —2,611.92 690, 053. 92
II. FUND ASSETS
June 30, 1941 dlegfég;'ze("_r) June 30, 1942
Unexpended balances: ’
To credit of disbursing officer.. .._............_..._ $303. 25 $3, 125. 58 $3, 428.83
On books of the Division of Bookkeeping and War-
| €21 1 PR RPN Fmmmmeemee————————a 692, 362. 59 —5,737.50 686, 626. 09
Total fund assets. - - oo ceuoocoa i ) 692, 665. 84 —2,611.92 690, 053. 92

1 The act'of Aug. 10, 1939 (53 Stat. 1358). amended the Government Losses in Shipment Act, and in section
1 the Secretary of the Treasury was authorized and directed to transfer the amount standing to the credit
of the securities trust fund to this fund. :

? Includcs payment in the amount of $64.44 representing an excess recovery previously paid into the fund
from the securities trust fund.

‘ ‘ Sectron of Surety Bonds

The Secretary of the Treasury, under the act of Congress approved
August 13, 1894 (28 Stat. 279), as amended by the act approved
March 23, 1910 (36 Stat. 241), issues certificates of authority to
corporate surety companies to qualify as acceptable sureties on bonds
and other obligations in favor of the United States. \

On June 30, 1942, there were 79 domestic companies holding cer-
tificates of authority from the Secretary of the Treasury, qualifying
them as sole sureties on recognizances, stipulations, bonds, and un-
dertakings permitted or required by the laws of the United States, to
be given with one or more sureties. There were also 7 branches of
foreign companies holding certificates of authority authorizing them
to act only as reinsurers on bonds in favor of ‘the United States.

0
\
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The Section of Surety Bonds checks the financial condition of’
surety companies authorized to transact business with the United
States; determines their underwriting limitations; reviews their
quarterly financial statements; makes examinations into their fi-
nancial condition at their home ofﬁces when necessary; and performs
other duties to determine whether the companies observe the require-
ments of the law and the regulations of the Secretary of the Treasury
issued pursuant thereto.

The Section of Surety Bonds has custody of all ﬁdehty bonds in
favor of the United States, except those filed with the Post Office -
Department and the Federal courts, and notifies the accounting
officers of the receipt and filing. of such bonds. It examines and
approves as to corporate surety all fidelity and surety bonds with a
few exceptions as referred to above.

During the year 151,015 bonds and consent agreements cleared
through the Section of Surety Bonds for approval as to corporate
surety; this number is an increase of more than 44 percent over the
preceding year. Only a small part of this increase was a result of the
bonding- of certifying officers under the act of December 29, 1941,
mentioned on page 92, under the Division of Disbursement. The

" . increase was due largely to expanded war activities. Bonds for the
War and Navy Departments increased 55 percent over the precedlng
fiscal year.

Budget Section

The Budget Section, in part, constitutes the operating staff of the
Budget Officer of the Department, coordinating departmental esti-
mates of appropriations, justifications, and reports and performing
related duties in accordance with the requirements of the Budget
Officer, Treasury Department. The Budget Section also performs
similar duties for the Commissioner of Accounts and has administra-
tion .of special deposit accounts of the Secretary of the Treasury,
which cover alien property trust funds in the Treasury, offers in
compromise under the provisions of section 3469 of the Revised

- Statutes, Philippine trust funds held in interest-bearing accounts,
cash collateral furnished by issuing agents for the sale of war savings
bonds, Series E, and accounts pertaining to withheld foreign check
payments

Alien property ‘trust fund. —Under the act of October 6, 1917, as
amended, and the Settlement of War Claims Act of 1928, approved
March 10 1928 (45 Stat. 254), as amended, securities previously
held by the Secretary of the Treasury for account of the Attorney
General, Alien Property Bureau, were all sold prior to the fiscal year
1042. A statement of the alien property trust fund as of June 30,
1942, follows: . o

Alien property trust fund, Juné 30, 1942

Credits (net): .
B 013 7 PP VPPN $38, 752, 906. 05.

. Earnings on mvestments, etc.....-..._...; ........................................... 30,279, 242. 29
TOtal. oo ooneeeacann e eaeaan e 69, 032, 148, 34
Assets: ;
Investments:

Participating certificates issued under see. 25 (e) of the Tradmg
‘With the Enemy Act: :
Noninterest-bearing ... aeiaans $20, 856, 446. 75

5% interest-bearing ... 34, 347,476.76
' : —_—— — 55,203,923.51
Cash balance with the Treasurer of the United States....................._._..___ 13,828, 224. 83
Total fund assets June 30, 1942 i icmmmmmm————an A, 69, 032, 148. 34
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Checks. issued by the Treasury Department during the year to the
Attorney General, Alien Property Bureau, and to the Alien Property
Custodian on gccount of the alien property trust fund included cer-
tain expenditures for administrative expenses of the Alien Property
Custodian appointed pursuant to the act of October 6, 1917, as
amended by the First War Powers Act, approved December 18, 1041.
The amounts of expendltures were as follows:

Distribution of inCOMe. .- e cecmm—m—eceme—me——an $80, 000. 00
Administrative eXPensSes. - oo o n et m e e mmm—mmammmt 370. 000. 00
7 1 U OO 450, 000. 00

Philippine funds in the United States Treasury.—Under the act of
March 8, 1902 (32 Stat. 54), reenacted in section 3343 (b) of the In-
" ternal Revenue Code, approved February 10, 1939, it was provided
that all duties and taxes collected in the United States upon articles
coming from the Philippine Archipelago and upon foreign vessels
coming therefrom were to be held as a separate fund and paid into the
treasury of the Philippine Islands to be expended for the government
and benefit of the Islands.

A summary follows showing customs duties, tonnage taxes, and
internal revenue taxes, exclusive of taxes with respect t0 coconut oil,
appropriated to Phlhppme accounts and payments therefrom durmg '
the fiscal years 1933 to 1942. .

Payments to
Philippine
Government ?

Receipts !

appropriated Unpaid balance

Fiscal year

$381. 500. 46 $59. 67 3 3854, 598. 97

527.426.40 813,371.78 568, 653. 59
491, 458. 50 502, 551. 53 557, 560. 56
645, 890. 13 745,957.75 457, 492. 94
755, 865. 76 891,725.93 321,632.77
813, 852. 30 934, 689. 47 200, 795. 60
569, 468. 06 626, 347. 68 143,915.98
703,874. 28 482, 106. 02 365, 6R4. 24
538, 0R9. 63 2,987. &4 9(H), 78A. 03
420, 293, 47

78.32 1, 321,001. 18

1 Reduced by amounts carried to surplus find as follows: 1936, $17,540.28; 1937, $9,783.75; 1939, $15,151.70;
1940, $957.78: 1941, .$36,822.72; and 1942, $747.58.

2 Includes certain refunds and a9 justments.

3 1ncludes balances of $473,158.18 in Philippine accounts as of July 1, 1932.

Under the act of June 11, 1934 (48 Stat. 929;48 U. S. C. 1157) the
Secretary of the Treasury was authorized to accept upon such condi-
tions as he might prescribe, deposits of public moneys of the Philippine
" Government. The act provided an indefinite appropriation for the

payment of interest on such deposits other than demand deposits at
* such rates not in excess of 2 percent per annum as the Secretary might
prescribe.

Thereafter, the Secretary of the Treasury agreed to accept not to
exceed $55,000,000 of Philippine moneys in a time deposit account,
-amounts deposited with the Treasury by the Philippine Government. -
in excess of that sum to be maintained in a demand deposit account.
Since December 10, 1934, the balance in the time deposit account has
been maintained at $55 ,000,000. The balance in the demand deposit
account as of June 30, 1942 was $88,720,214.56.

Section 602% of the act of May 10, 1934 (48 Stat. 763), provided
that -taxes collected with respect to coconut oil wholly of Philippine
production or produced from materials wholly of Philippine growth
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or production should be paid to the treasury of the Phlhpplne Islands
subject 4o certain conditions. An agreement was consumrated
between the Secretary of the Treasury and the Philippine Government-
under which coconut oil moneys payable to the Philippine treasury.
would be transferred on periodic settlements of the General Account-
ing Office to a special deposit account in the name of the Secretary of
the Treasury subject to withdrawal by the Philippine Government on
ninety days’ notice in writing.- Interest at the rate of 2 percent per
~ annum is paid on the daily balances in this account. A summary of
Ex zﬁnsactlons n the account from the time of its establishment to ‘date
ollows.

Balance at end

Deposits of vear

. Fiscal year- Withdrawals

$56, 854, 779. 06 |-

20, 355,455. 65

$32, 000, 000. 00

$56. 854,779.06
45,210, 234.71

" 4, 559, 016. 46 117, 564, 016. 41 32,205, 234. 76
72,850.96 | .. .o..._._. 32, 278, 085. 72
................................................................. 5, 000, 000. 00 27,278, 085.72

Includes $7,564,016.41 transferred to new account established under act of August 7, 1939.

* Section 6 of the act of Aucust 7, 1939. (53 Stat. 1232), prov1ded
that collections on or after January 1 1939, on account of the excise
taxes imposed by section 2470 of the Internal Revenue Code, and the
import taxes imposed by sections 2490 and 2491 of the Internal
Revenue Code and any moneys hereafter appropriated in accordance
with the authorization contained in section 503 of the Sugar Act of
1937 (50 Stat. 915) shall be held as separate funds and paid into .the
treasury of the Philippines to be used for the purpose of meeting new
or additional expenditures which will be necessary in adjusting Philip-
pine economy to a position independent of trade preferences in the
United States and in preparing the Philippines for the assumption of
the responsibilities of an independent state.

A néw account was established for the deposit of the funds referred
to in section 6 of the act of August 7, 1939. Withdrawals by the
Philippine Government from this account are subject to ninety days’
notice in writing. Interest at the rate of 1 percent is paid on the
daily balances in this account.

A summary of transactions.in the account from the time of its
estabhshment to date follows.

Balance at end

Fiscal year

DCDOSitS

Withdrawals

. of year

$17, 274, 092. 01

15, 258, 938. 13

25, 566, 399. 12

$20, 000, 000. 00
9, 000, 000. 00

$17, 274, 092. 01
12, 533, 030. 14
29, 099, 420. 26

Appropriation of funds to the Government of the Commonwealth of the
Philippines for national defense—Public Law 371, approved December
- 28,1941, appropriated, in accordance with the provisions of section 503
of the Sugar Act of 1937 (50 Stat. 915) such moneys as had been col- "
lected prior to the passage of the act of December 23, 1941, for the
purpose of enabling the Secretary of War to meet expenses for each
and every purpose necessary to provide for pubhc relief and civilian
defense in the Philippine Islands.

[
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On January 1, 1942, there had been established upon the books of
the Treasury Department approximately $36,609,000 which was
‘available for appropriation to the Government of the Commonwcalth

of the Philippines.

In accordance with prov1510ns of Pubhc Law 371, $35,000 ,000 was '

appropriated for this purpose.

Supplementary sinking fund for the payment of bonds of the " Philip-
pines.—Under section 6 of the act of March 24, 1934, entitled “An
. Act to provide for the complete independence of the Philippine Islards,
to provide for the adoption of a constitution and a form of government
for the Philippine Icslands, and for other purposes,”” as amended by
-the act of August 7, 1939, it was provided that on and after January
1, 1941, the Philippine Government shall impose and collect an export -
| tax on every Philippine article shipped from the Philippines to the

-United States, except as otherwise specifically provided.

It was

further provided that the Philippine Government shall pay to the
Secretary of the Treasury of the United States, at the end of each
~ calendar quarter, all of the moneys received during such quarter from
export taxes (less refunds), imposed and collected in accordance with
the provisions of this section, and said moneys shall be deposited in
an account with the Treasurer of the United States and shall consti-
tute a supplementary sinking fund for the payment of bonds of the
Philippines, its provinces, cities, and municipalities, issued prior to

May 1, 1934, under authority. of

acts of Congress.

Accordmgly, there was established with the Treasurer of the United
States a special deposit account in the name of the Secretary of the
Treasury entitled “The Secretary of the Treasury for Account of the
Philippine Government—Supplementary Sinking Fund for the Pay-
ment of Bonds of the Philippines, its Provmces Cities, and Munici-
palities, Issued Prior to May 1, 1934, under Au’chority of Acts of

Conoie%s (Symbol 891-855).”

The, following statement shows the cumulative transactions since

the inception of the fund and its

status as of June 30, 1942,

Supplementary sinking fund for the payment of ,bonds, issued prior o May 1, 1984,
of the Philippines, ils provinces, cilies, and municipalities, June 30, 1942

I. RECEIPTS AND EXPENDITURES

Receipts:
Taxes on exports
. Interest on investments..
Total receipts.......
Expenditures._....._. -

Balance in fund

Investments:. .
Philippine Government bonds:

II. FUND ASSETS

" Face amount Principal cost

$1, 586, 135. 92
8,259. 99

1, 594, 395. 91

4% due Dec. 1, 1946 . ilioieoiaoo- .- $207, 000 5, 242, 50
44% due Dec. 1, 1950 - ..o oiioicaoo.o. 33,000 36, 872. 46
5% due Feb. 1, 1952.. 32,000 36, 437.17
4149, due July 1, 1952, _ 258, 000 272, 929. 81
4349, due July 15, 1952 - . 373,000 406, 463.06 *
BZ due Apr. 1,1955.... 20, 000 18,875.00 -

4159, due May 1,1957___ 5,000 5,894. 68
419, due July 1, 1957 . e 64, 000 75, 168. 01
4149, due Mar. 1, 1958. . . 43,000 51,113. 51
4349, due Apr. 1, 1958 36, 000 42,784.42
4149, que Apr. 1, 1959 __ - 70, 000 77, 511. 60
4149, due Sept. 15, 1959. .- 41,000 49, 286. 04
43%4% due Qct. 1, 1959 . ... 19, 000 22, 822.99
444% due Oct. 15, 1950 . e ciiiaees 6,000 6, 967. 66

1, 207, 000

Accrued interest paid on investments
Cash balance with Treasurer of the United States.
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Foreign check control.—In accordance with the provisions of the
Executive Order No. 8389, of April 10, 1940, as amended, and Public
No. 828, approved October9 1940 (see annual report for 1941 , p. 106),
dlsbursmo officers had withheld s of June 30, 1942, from dehvery to
payees re51d1ng in occupied territories 243, 895 checks aggregating
$9,949,318.29, of which the proceeds of 147,821 checks aggregating
$5,956;156. 57 were deposited in the special depos1t account entitled,
“Secrctary of the Treasury, Proceeds of Withheld Foreign Checks”
6,749 checks aggregating $377,858.30 were released to payees; and
2,059 checks aggregating '$91,974.39 were canceled on advice of
administrative agencies who authorized the issue of such checks to the
payees. On June 30, 1942, a balance of 87,266 checks aggregating
$3,523,329.03, the proceeds of which were sub]ect to deposit in the
specml depos1t account, were held by disbursing officers pending
disposition.

Of the $5,956,156.57 deposited in- the special deposit account,
$14,906.16 has been paid to individual claimants; $4,379.35 has been

_returned to the appropriations from which payments were made; and
$276,724.58 has been covered into the Treasury as miscellaneous
receipts on account of the $1,000 limitation on veterans’ payments.
On June 30, 1942, the proceeds of 143,276 checks aggregating
$5,660,146. 48 remained in the special - deposﬂ; account to the credit
of appr0x1mately 17,500 1nd1v1duals

Section of Investments

The Section of Investments supervises the collectlons of principal
and interest on foreign obligations and on railroad obligations owned
by the United States and held by the Treasury; collects on other
obligations owned by the United States, which have been turned over
to the Treasury by other departments for collection ; handles matters
relating to the investments and securities held in the custody of the
Treasurer of the ‘United States and the Federal Reserve Banks for
which the Secretary is responsible, other than those related to public
debt operations; and makes payments on awards under the Settlement
of War Claims Act of 1928, under the claims agreement of October 25, -
1934, between the United States and Turkey, and under the act of
Apri] 10, 1935, covering claims against the Republic of Mexico. In
connection with these activities, accounts are kept and various related
matters are handled by the Section.

-

Obligations: of foreign governments

The United States received during the year a payment from the -
Governmernt of Hungary in the amount of $19,656.32 on account of
its. indebtedness, which applied on interest due.

The following statement shows the payments due during the perieds
July 1 to December 31, 1941, and January 1 to June 30, 1942.
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Amounts due and payable, July 1 to Dec. 31, 1941, and Jan. 1 to June 30, 1942

Country

Funding agreements

Principal

I
Interest

Moratorium
agreements

Total

Belginum
Czechoslovakia_

Finland.

Germany

Great Britain. _............._.

Greece. ...

Rumania. .

Yugoslavia. ...

July 1 to Dec. 31, 1941

$1, 500, 000. 00
151, 000. 00
79, 000.00
"7 42,000,000.00
499,000.00

$4, 158, 000. 00
T 286.265.00°
139, 037. 50

38, 522, 865. 00 |

75. 950, 000. 00
217,920.00

33, 185.08

2, 490, 875. 00
119, 609. 00

' 107, 733. 67
3, 582, 810. 00
907, 559. 81

154, 062. 50

$484, 453. 88
182, 812,78
36, 585. 29
32, 725. 56
3,046, 879. 72
9,720, 765. 05
67,137.38
4,225, 58
896, 155. 88
15, 274. 26
13, 683. 26
456, 229. 71
48, 750.08

$4, 642, 453. 88
1, 682, 812.78
473, 850. 29
1250, 763.06
41, 569, 744. 72
127, 670, 765. 05
34, 057. 38
©52,275.66
3,387, 030. 88
197, 383, 26

. 121,466.93
5,759, 039. 71
956, 309. 89

154, 062. 50

46, 027, 365. 00

126, 669, 972. 56

15,005, 678. 43

187, 703, 015. 99

Jan. 1 to June 30, 1942

$4, 900, 000. 00
1, 500, 000. 00

462. 000. 00
562, 000. 00

$4, 158, 000. 00.
286, 265. 00
137, 655. 00

38, 522, 865. 00
75,950, 000. 00
217, 920. 00
33,185.08
2,490, 875. 00
119, 609. 00
107, 783. 67

3, 582, 810. 00
907, 559. 81
154, 062. 50

$484, 453. 88
182, 812.78
36, 585. 20
32, 725. 56
3,046, 870. 72
34,767. 23
9,720, 765. 05
67,137.38

4, 225. 58
896, 155. 88
15,274, 26

13,683.26 |-

456, 220.71
48, 750.08

$9, 542, 453. 88
1,882, 812.78
302, 850. 29
1170, 380. 56
99,333, 194. 74
494, 860. 23
85, 670, 765.05
790, 057. 38

37, 410. 66

20, 387, 030. 83
134, 883. 26
175,981, 93
4,039, 039. 71
1,418, 309. 89
716, 062. 50

83, 207, 058. 02

126, 668, 590. 06

15,040, 445. 66

224, 916, 093. 74

! Postponed under authority of Public Law 110, approved June 12, 1941,

’

*The German Government has been notified that the Government of the United States will look to the
German Government for the discharge of this indebtedness of the Government of Austria to the Govern-

ment of the United States.

A statement showing the principal of the funded and unfunded in-
debtedness of foreign governments to the United States, the accrued
and unpaid interest thereon, and payments on account of principal
and interest as of November 15 1942, appears as table 66 on page 600.

The total amounts prev1ously due from foreign governments on.
account of their indebtedness to the United ‘States under the funding
and moratorium agreements and not paid as of November 15, 1942,
according to contract terms, are shown in the following statement.
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Total amounts due and not paid, as of November 15, 1942
Funding agreements Moratorium.
Country - ; agreements Total
Principal Interest apnuities
Belgium_ . __ $45, 800, 000. 00 $72, 462 000. 00" $8, 720, 169. 84 $126, 982, 169. 84
Czechosloval 28, 170, 085. 83 3, 290, 630. 04 31, 460, 715. 87
Estonia. 1, 297, 000. 00 5, 684, - 00 658, 535. 22 7,639, 940. 22
France..__ 548, 222, 451. 39 462, 274, 380. 00 54, 843, 834.96 1, 065, 340, 666. 35-
Germany ‘
NeSS) } e, 3,220,651.00 | ___ .. _..___.___ .243, 370. 61 3, 464, 021. 61.
Great Britain. 323, 000, 000. 00 | 1,425, 549, 481. 58 174, 973, 770. 90 1, 923, 523, 252. 48
9, 184, 000. 00 3, 585, 187. 50 1, 275, 610. 22 14,044, 797.72
139, 250. 00 561, 025. 97 76, 060. 44 6, 336. 41
144, 600, 000. 00 26, 645, 041. 74 16, 130, 805. 84 ~187, 375,847. 58
526, 200. 00 2, 257,040. 84 , 936. 68 3,058,177. 52
471, 100. 00 1, 984, 706. 38 246, 298. 68 2, 702, 105. 06
15, 352, 000. 00 71, 144, 370. 00 8,212,134.78 *- 904, 708, 504. 78
12, 5637, 560. 43 5,445, 358. 86 | 877,501. 4 18, 860, 420. 73
4, 299, 000. 00 847,343, 78 |- 5,146, 343.78
1,136,819, 298. 65 | 2, 078, 440, 341. 65 269, 823, 659. 65 3, 485, 083, 299. 95

! The German”Government has been notified that the Government of the United States will Jook to the
German Government for the discharge of this indebtedness of the Government of Austria to the Govern-
ment of the United States.

? The Hungarian Government has deposited with the foreign creditors’ account at the Hungarian National
Bank an amount of Hungarian currcncy equivalent to the intcrest payments due from Dec. 15, 1932, to
June 15, 1937. The dcbt funding ard moratorium agreements with Hungary prov1de for payment in do]lars
in the United States.

- 3 Excludes the umount of $100,000 which the Rumanian Government paid to the Umted States ’I‘reasury

on June 15, 1940, as ‘‘a token of its good faith and of its real desire to reach a new-agreement’” covering
Rumanian indebtedness to the. United States.

Receipts from Germany.

During the fiscal year 1942 the United States received no payments
from the Government of Germany under the debt funding agreement
of June 23, 1930, covering the costs of the American Army of Cccupa-

"tion and the awards of the Mixed Claims Commission, United States.

and Germany. The status o6f the indebtedness of Germany to the
United States as of June 30, 1942, under the funding and moratorium
agreements is summarized in the followmg tables.

Amount of indebtedness of Germany to the United States, June 30, 1942

o

: Total indebted- Interest ac-
Indebtedness o
Class ness, June 30, Principal crued and
as funded 19 ' unpaid
*Army costs (reichsmarks) ........... 1,048, 100. 000 | 1,035, 543, 026. 21 997, 500.000 | 138,043,026, 21

Mizxed claims (reichsmarks)..__..._. 2, 152, 200, 000. 00 112, 200, 000. 00
2 3,187, 743, 026. 21

$1, 285, 616, 762. 47

2, 040, 000, 000
3,037, 500, 000
$1, 225, 023, 750

2, 121, 600, 000

Tota) (reichsmarks)..._.. ... 3, 169, 700, 000
Total (in dollars, at 40.33 cents to

the reichsmark) .. ... ... $1, 278, 340, 010

150, 243, 026. 21
$60, 593, 012. 47

t Includes interest accrued under unpaid moratorium agreement annuities.

2 Includes 4,027,611.95 reichsmarks deposited by the German Government in the Konversxonskasse fiir
Deutsche Auslandsschulden and not paid to the Umted States in dollars as requlred by the debt and mora-
torium agreements,
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Payments received from Germany to J une 30, 1942

Total payments

Payments of

Payments of

Class J{le];:gigoedlggz principal interest
Army costs (reichsmarks)_ _..._._ . _ . ... ... .. 51,456, 406.25 | 50, 600, 000. 00 856; 406. 25

Mixed claims (reichsmarks)

Total (reichsmarks). ... oo oo

Total (in dollers)

87, 210, 000. 00

81, 600, 000. 00

5, 610, 000. 00

138, 666, 406. 25
$33, 587, 809. 69

 $31, 539, 505. 84

132, 200. 000.00 -

6, 466, 406. 25
$2.048,213. 85

- Amounts not paid by Germany according to coniract terms, June 30, 1942

Funding agreement Moratori
| . [oratorium
D'ate due agreement Total
: Principal Interest .
Sept. 30,1933_.. ... _.._reichsmarks._|.._........... . 2,498, 562. 50" 1,529, 049. 45 14.027,611.95
Mar, 122,400,000 t_____._...___._. 1, 529, 049. 45 123, 929, 049. 45
Sept - 20.400,000 3, 855, 687. 50 1, 529, 049. 45 25,784, 736. 95
Mar 82,000,000 | 4, 534,250.00 | 1,529,049.45 | 83,963,299, 45
Sept 29,700.000 | - 5,212,812.50 1. 529,049. 45 36, 441, 861. 95
Mar 29, 700, 000 5,891, 375.00 1, 529, 049. 45 37.120,424. 45
Sept 29,700,000 | 6,569,937.50 | 1,529.049.45 | 37,798,986.95
Mar 29, 700, 000 7, 248, 500. 00 1, 529,049. 45 38,477, 549. 45
Sept 28. 600, 000 7,927,062 50 1, 529, 049. 45 38, 056, 111. 95
Mar 28, 600, 000 8 585, 687. 50 1, 529.049:45 38,714, 736.95
Sept 28, 600, 000 9 244.312. 50 1. 529,049.45 39, 373, 361. 95
Mar 28, 600, 000 9 902, 937. 50 1, 529,049.45 40,031, 986. 95
Sept. 29, 700, 000 10, 561 562. 50 1, 529, 049. 45 41,790, A11. 95
Mar 29, 700, 000 11, 240, 125. 00 1,529, 049. 45 42,469, 174. 45
Sept 29,700,000 | 11,918, 687.50 1,520,049.45 |  43,147,736.95
Mar 29,700,000 | 12, 597, 250. 00 1, 529, 049. 45 43,826.299.45
Sept. 33, 050, 000 13, 275, 812. 50 1, 529, 049. 45 47,854, 861. 95
Mar. 33,050,000 | 14,015, 093. 75 1, 529, 049. 45 48, 594, 143. 20
Total 643, 800, 000 | 145,079, 656.25 | 27,522.890.10 { 816, 402, 546.35
Total (in dollars, at 40.33 .
reichsmark) .. _____________ ... $259, 644, 540 | $58, 510, 625.37 | $11,099, 981. 58 | $329, 255, 146. 94

t Includes 4,027,611.95 reichsmarks deposited by the German Government in the Konversionskasse fitr
Deutsche Ausland<schulden and not paid to the United States in dollars as required by the debt and mora-
torium agreements,

v

Treasury administration of alien and mized ‘claims

The Settlement of War Claims Act of 1928 (45 Stat. 254) authorized
the Secretary of the Treasury to make payments on account of (1)
awards of the Mixed Claims Commission, United States and Germany,
for claims of American nationals against the Government of Germany,
(2) awards of the War Claims Arbiter for claims of German, Austrian,
.and Hungarian nationals against the Government of the United States,
and (3) awards of the Tripartite Claims Commission for claims of
American nationals against the Governments of Austria and Hungary.
For a more detailed discussion of these awards and payments see
pages 123 to 128 of the annual report for 1941.

Mixed Claims Commission and Private Law No. 509: Claims against
Germany.—During the fiscal year 1942 additional payments aggre-
gating $1,553.28 were made on account of the Class 2 awards on the’
so-called sabotage claims against Germany. One Class 2 award has

. not yet been paid, as satisfactory evidence as to the persons entitled
to receive payment has not yet been received. This award plus
interest to January 1, 1928, amounts to $3,850.68. The Class 3
claimants received payments aggregating $21,763,576.77, placing them
on the same basis as the Class 3 claimants who received awards
prior to October 31, 1939.
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Total payments made on the additional sabotage awards to Sep-
tember 30, 1942, are as follows:

; Payments
Awa;rds 1;(1glus
interest to
Awards (plus | Interest from
Jan. 1, 1028) interest to Jan. 1, 1928, to Total
Jan. 1, 1928) |date of payment
$72, 501. 37 $72, 501. 37 $47,394.01 1 $119, 895, 38
1,058, 005. 23 7 1, 054, 154. 55 688, 239. 04 1,742, 393. 59
30, 598, 657. 59 21 763,576.77 | oL 321,763, 576. 77
31,729,164.19 | 22,890, 232. 69 735,633.05 23, 625, 86:5. 74

1 Payments completed prior to Sept 30, 1941.
2 One award (plus interest to Jan. 1, 1928), amounting to $3,850.68, not yet paid.
3 Payments completed during 1942,

After the Class 3 additional sabotage claims were satisfied by pay-
ment, of the same percentage payments made on this class of awards
certified for payment prior to October 31, 1939, they shared in the
distributions of 5 percent and 4.4358855 percent authorized on March
19, 1941, and September 17, 1941, respectively, to be paid to all
Class 3 claimants. No segregation of these payments has been
made as the sabotage claimants and the claimants whose awards were
certified prior to October 31, 1939, are receiving payments on an
equal basis.

The payments to American and German natmnals on account of the
awards of the Mixed Claims Commission and the War Claims Arbiter
are made out of the German special deposit account established under
the provisions of section 4 of the Settlement of War Claims Act of
1928. The priorities established in the act and the status as of Sep-
teﬁlber 30, 1942, of such priorities up to the seventh priority are as
follows: .

Priority - R
" 'No. Nationals

. | Amount due Sept.
On accolunt of— . + 30, 1942

»

Held in reserve.
-\ Completed.
$49,520.47.1
.| Completed,
$57,793.64.1

Comgpleted.
Do.

Administrative expenses ..........................
Class 1 aWards. .o ccoceoocoon-- -
Class 28wWards. .o oeoocuoacoaaoooo .-
Payment $100,000 a/c Class 3 awards. ... __....__
Payment of 80 percent of (2), (3), and (4) and
interest to Jan. 1, 1928,

[ T Tentative awards, "War Claims Arbiter...........
Feecceeeee 50 percent of ship and patent claims___.._.._...__..

! Applications for payment of these amounts to claimants were not received or approved as of Mar, 11,
1940, or Sept. 30, 1942

Up to September 30, 1942, the Treasury has made payments in the
aggregate amount of $]63 5‘%6 276.22 on account of awards of the
Mixed Claims Comnnssmn from which there has been deducted
$817,879.69 representing one-half of 1 percent authorized by the
Settlement of War Claims Act of 1928, making net payments to
claimants of $162,718,396.53. Of the deductions $770,233.47 has
been covered into the Treasury as miscellaneous receipts in accordance
with the provisions of the act as reimbursement to the United States
for expenses incurred, and $9,029.18 of the deductions have been
withheld and not yet covered; and the balance of $38,617.04 is payable
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to the German Government for defraying such expenses as may be
incurred by that government for the adjudication of claims.

The following summary shows the number and amount of awards.
certified to the Treasury by the Secretary of State, the amount, paid
on account, and the balance due thereon as of September 30, 1942.
Further details by classes of awards may be found in table 103, page 672.

Mized Clatms Commassion, United States and Germany— Number and amount of
awards, amounts paid, and balance due, certified to the Secretary of the Treasury
by the Secretary of State, as of September 30, 19421

: Total pum-
Awards certified ber of Total amount
awards
1. Amount due on account: Principal of awards_.___._ .. _____._........_. ) 7,026 $181, 698, 235. 30
Less amounts paid by Alien Property Custodian and others..__.._.|.........__. 187, 226. 85
' : 181, 511, 008 45
Interest to Jan. 1, 1928, at rates specified inawards. ... ___|ooooooo_oo 81, 465, 086. 36
Interest thereon to date of payment or, if unpaid Sept. 30, 1942, at 5 :
Dercent per annum as specified in the Settlement of War Claims .
Act of 1928, e demme | m e e el 102, 583, 293. 69
Total due ¢laimants. ... .. ...._..... S o 365, 559, 388. 50
2. Payment made on account to Sept. 30 1942: ’ :

- Principal of 8WArdS . - ..o oot ool D, 6, 670 2152, 320, 280. 79
Interest to Jan. 1, 1928, at rates speclﬁed inawards. ... ... ... 8,037,474, 29
Interest at 5 percent per annum from Jan. 1, 1928, to date of pay- )

ment as directed by the Settlement of War "Claims Act of 1928 - - _{-eeecneee- - 2,278,521, 14

Total payments to Sept. 30, 1942______._______..__ 163, 536, 276. 22

Less one-half of 1 percent deductlon from each payment._ 817, 879. 69

Net payments made to claimants to Sept. 80, 1942 .. . _____:.._.]... [, 162,718, 396. 53
B. Balance due on account.: ' \
Principal of awards. __ e ecemcec——am—a : 356 101, 709, 444. 91

Interest to Jan. 1, 1928, at rates specified ipawards.._.__ ... . |cc.o.oiio. 8,804.82

Accrued interest at 5 percent per annum from Jan. 1,71928, on total
& amount payable as of Jan. 1, 1928, to Sept. 30, 1942______ . feceeoooooas 100, 304, 772.55 .
B : Balance due claimants as of Sept. 80, 1942. e iomeoceo]emcaeeas S 202,023, 112. 28

1 Includes payments on account of Private Law No. 509, approved July 19, 1940. '

2 [ncludes payments on account of interest to Jan. 1, 1928, on Class 3 awards and Private Law No. 509.
Payments on this class of awards are first applied on account of the total amount payable as of Jan. 1, 1928
(which is treated as a principal payment for.this purpose). as directed by the Settlement of War Claims Act
of 1928 until total of all payments on the three classes equals 80 percent of the amount payable Jan. 1, 1928.
&ayment of accrued interest since Jan. 1, 1928, on this class of claims has been deferred in accordance with

e act.

War Claims Arbiter.—Under the Settlement of War Claims Act of
1928, it was the duty of the War Claims Arbiter, within certain limi-
tatlons, to hear the claims of German, Austrian, and Hungarian
nationals and to determine the fair compensatlon to be paid by the
United States for ships seized, patents sold or used by the Umted
States, and a radio station sold to the United States.

War Claims Arbiter: Claims of German nationals.—The Treasury
completed up to June 30, 1935, payment of 50 percent of the amount
of all awards made by the War Claims Arbiter in favor of German
nationals as required by paragraph 7 of section 4 (c) of the Settlement
of War Claims Act of 1928. No payments were made on these
awards subsequent to that date. ' '

The following summary shows the number and -amount of awards
in favor of German nationals certified to the Treasury for payment,
the payments made on account, and the balance due thereon as of
September 30, 1942
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War Claims Arbiter— Number of awards, amounts paid, and balance due, on account
of claims of German nationals for ships, patents, and a radio station, as of Sep-
tember 30, 1942

Patents and

" Totat Ships A :
; radio station
(315 awards) (27 awards) (288 awards)

Awards certified

1. Amount due on account:
Principal of awards including interest to Jan. 1, . .
1920 o mm e $86, 738, 320,83 |1$74, 252,933.00 | $12, 485, 387.83
Interest at 5 percent per annum from Jan. 1. 1929, .
on total amount payable as of Jan. 1, 1929, or
on the principal amount remaining unpaid to .
Sept. 30, 1942 oo 34, 500, 217.83 | 29, 384, 345. 08 5,115,872.75

Total due claimants. . .. ueeeeeeeocoooeee 121, 238, 538. 66 | 103, 637, 278. 08 17, 601, 260. 58

2 . Payments made on account to Sept. 30, 1942: R
Principal of awards. . .- oo ciiccaoooo 43,368,899.24 | 37,126, 205. 21 6,242, 694, 03

. Interest at 5 percent per annum from Jan. 1, 1929,

on total amount payable as of Jan. 1, 1929 or

.on the principal amount remammg unpald to

Sept. 30, 1942 . o ool emeeneeoen|m e mmm e e

Total payments to Sept. 30, 1942__.._..___._. 43,368,899.24 | 37, 126, 205, 21 6,242,694.03

3. Balance due on account:
Principal of awards. .- .oocmumea oo 43,360,421.58 | 37,126,727.79 6,242, 693. 80
Interest accrued at § percent per snnum from .
Jan. 1, 1929, on total amount payable as of
Jan. 1, 1929, or on the principal amount re-
malnm;, unpaid to Sept. 30, 1942. -] 34,500,217.83 | 29,384,345.08 5,115,872.75

Balance due claimants_.._._.... -| 77,869,639.42 | 66,511,072.87 11, 358, 566. 55

1 Includes awards smounting to $522 58 to members of the Iormer rizling family of Germany (sec. 3 (i),
Settlement of War Cldaims Act of 1928, as amended).

War Claims Arbiter: Claims of Hungarian nationals.—The awards
made by the Arbiter to Hungarian nationals in the sum of $39,125,
with interest at the rate of 5 percent per annum from July 2, 1921,
to December 31, 1928, amounting to $14,675, have been paid with
the exception of one award amounting to $137.51, together with in-
terest thereon.at the rate of 5 percent per annum from December 31,
1928. No payments were made during the year on these awards.

‘German spectal deposit account.—The following statement shows the
total amounts deposited in the German special deposit account, the
amounts paid therefrom up to September 30, 1942, and the balance
held in the account.

Funds deposited in the German special deposit account and payments made therefrom
to September 30, 1942

RECEIPTS

From investments by Alien Property Custodian under
~ Trading With the Enemy Act, as amended:

Unallocated interest fund. . .o.oooeoo oo eaas $25, 000, 000. 00
Less refunds. - oo cccececneen 4,143, 553.25

. 20,856, 446.75
20 percent German property retained. .. ___________._... S 3, 347 476.76
Earnings on 20 percent German property retained....... 6 564 469.'10

$60, 768, 392, 61
From Germany:
214 percent of Dawes’ annuities available for reparations :

(Paris agreement of Jan. 14, 1925) .. ... _._._____. 32,183, 060. 87
Under German-American debt agreement, June 23, 1930 19, 469, 964. 00
Interest on payments postponed under terms of debt
.-agreemwent dated June 23,1930 ... ... 1,743,738.70

—————— 63,396, 763. 57
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-Funds deposited in the German special deposit account and payments 'made therefrom
. to September 30, 1942—Continued

Recerpts—Continued

. Appropriation for ships, patents, and radio station.___._.__. $86, 738, 320. 83

Expenses of administration, War Claims Arbiter, on
account German nationals. _...______._.____.... e 113, 624. 20

- $86, 851, 945. 03
Deposits by Attornev General of the United States (Alien
Provertv Bureau) under section 25 (d) of Trading With the
Enemy Act, as amended:

German Governmen - 137, 268. 13
German nationals R 435, 847. 69
- ’ —_— . 573,115.82,
Earnings and profits on investments by Secretary of the Treasury......... &, 632, 094. 28
Total receiPtS. o ceecvmcmcmmcamnliomaaacaaaaanas e e mimmmmeen - $207,222, 311,31

PAYMENTS ON ACCOUNT =

Awards of the Mixed Claims Commuission:

Under agreement of Aug. 10,1922 _._____. e $154, 914, 854. 31
Under agreement of Dec. 31, 1928___ 7,084, 835.94

Private Law N0, 509. .. oo oo iaiiaceaaas . 118, 706. 2

8 .
$162, 718, 396. 53
Awards of War Claims Arbiter: . . R
For ships. el - 37,126, 205.21
For patents and one radio station._._______._____._____ 6, 242, 694. 03

43, 368, 899. 24
One-half of 1 percent deducted from Mixed Claims payments covered into
Treasury ($9,029.13 withheld but not paid) ._......._.__.___.___....__.___. 769,438.12
One-half of 1 pereent deducted from Mixed Claims payments on aecount of .
awards entered under agreement of Dec. 31, 1928 (act of June 21, 1930),
and paid to Germany ($14,466.95 withheld but not paid) . ....._.__.__.__. 24,150, 09
One-hali of 1 percént deducted on account of Private Law No. 509 withheld
and covered into the Treasury. ... o ioiiiiiaiiiiaao T 795.35
+ Advances to special fund, expenses of administration of the Séttlement of
. War Claims Act of 1928 (Office of the Secretary of-the Treasury)___._.__.__ : 55,175.00
Expenses of administration, War Claims Arbiter account of German na- .
tionals. _____._._.._.._. e e e m e e mcm———n———n 113, 624. 20

BTN 15470 7 T S U 207, 050, 478. 53
Cash balance in German special deposit 8CCOUNY . - oo oooo oo 171, 832.78

'

Tripartite  Claims Commassion: Claims against Hungary.—The
-awards entered by the Tripartite Claims Commussion against Hungary, |
in favor of American nationals, amounted to $199,975.57. During
the fiscal year 1942 no payments were made on account of such awards.
As of June 30,1942, awards aggregating $7,257.35 had not been paid
because claimants had not filed applications as required by law.

Claims of American nalionals agaiﬁst Turkey

The Special Claims Commission, United States and Turkey, estab-
lished under the agreement of December 24, 1923 (see page 196 of the
annual report for 1940 for further details of this agreement), made
awards in 33 cases aggregating $899,338.09, which were reduced by
$70,891.06 on account of expenses incurred by the United States,
leaving net awards amounting to $828,447.03 payable from funds
received from the Republic of Turkey. Under the provisions of the
act of February 27, 1896 (29 Stat. 32), these awards were certified on
August 19, 1937, by the Secretary of State to the Secretary of the
Treasury for payment. During the fiscal year 1942 a pro rata pay-
‘ment was authorized to be made to the claimants by the Treasury
from funds amounting to $100,000, available for that purpose. -An
additional sum of $100,000 was received June 22, 1942, but too late
to enable the Treasury to make payments to claimants in the fiscal
year 1942. . : - : - ' '
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Statements of awards made by Speczal Claims 8ommzsszon, United States and Turkey,
as of June 30, 1942
Amount awarded to claimants

Amount of elaims. e iccmccccceenan $539, 844, 13
Interest allowed. .. - --. 359,493.96

Total . _..._.._. .- 899,338.09
Less deductions on account of expenses incurred by the United States. 70, 891. 06 oo
Amount of awards - e mnm $828, 447.03

Amount received from Republic of Turkey: : _
To June 30, 194] .. el 600, 000. 00

During fiscal year 1942 .. o 100, 000. 00
T RIS 700, 000. 00
Less reimbursement for expenses by the United States._ 70, 891. 06

Available for payment to clalmants.-. ............. 620, 108. 94
Amount paid to claimants:

ToJune 30, 1941 .- —oocroeeceomeans .- 428,557.26

During fiscal year 1942 o iecceaaea PO 90, 895. 84
RN O SR, eeeien emecececeea-oz 519,453.10
Balance due claimants for which vouchers have not heen received.... ..__......____._.. 109, 655. 84

o

Clatms of American nationals against Mexico

Under the convention between the United States and Mexico
dated April 24, 1934, covering the settlement of the claims presented
by the Government of the United States to the Commission estab-
lished by the Special Claims Convention concluded September- 10,
1923, the amount to be Paid by the Government of Mexico to the
Government of the United States was fixed at $5,448,020.14. (See
page 129 of the annual report for 1941 for further details. ) '

On June 20, 1938, the Secretary of State certified to the Secretary
.of the Tre%sury for payment a list of awards entered by the Special
Mexican Claims - Commission aggregating $9,137,341.79, subsequently
adjusted to $9,140,541.89, which were subject to reduction on a
percentage basis as provided in section 4 of the act approved April
10, 1935. The final awards as adjusted aggregated $5,210,108.92.
The expenses of the Commission were determined to be $241 549.31,
and this amount was transferred to miscellaneous receipts on De-
cember 4, 1940.

As of June 30, 1942, there had ‘been received and made available
for distribution to claimants the sum of $3,930,591.79. Amounts
aggregating 75.44 percent of the final awards of $5 210,108.92 have
been authorized to be dlstrlbuted to the claimants.

Statement of awards made by Speczal Mezican Claims Commzsswn, Umted States
and Mezxico, as of June 80, 1942

Arréount of final awards to claimants after apphcatlon of sec. 4 of the act approved Apr. 1

1935 oo e meeeemceeamenas e cme et ccmammmmc et meem—conn $ 5, 210, 108. 92
Amount received from Government of Mexico: .

To June 30, 1941, $3.500,000 principal and $152,660.90 interest..___....___ $3, 652, 660. 90

Jan. 3, 1942, $500,000 principal and $19,480.20 interest. .. _______*_ .____.__. 519, 480. 20 .
Total'to June 30, 1942 .. e neae 4,172,141, 10

Less amount transferred to miscellaneous receipts to cover the expenses of the Commis-
314 1 TV SO OO 241, 549. 31
Available for payment to claimants. ..o ac.occaooeoeen e emmemeememeeanae 3,930,591, 79

Amount paid to elaimants: :
Fiscal year 1939._. 2,087,193.47 .
. Fiscal year 1940. 678, 717. 90
Fiscal year 1941 __ 537, 124. 56
Fiscal year 1942.__ 516, 380. 29

Total 60 JUne 30, 1942, ..o oooio e cmeneaseseaaaaaanaaneneneas 3,819, 416. 22

Balance due claimants: ) : ) S
For which vouchers have not been received..... e mee—m—cm—n— ©111,089.96 - - .
For subsequent distribution. ... . oLl S 85. 6 111,175, 57
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Razlréad obligations

Total receipts during the fiscal year on account of realization on
railroad securities acquired under section 210 of the Transportation
Act, 1920, as amended, were $368,287.28.

The following statement shows the total amount of railroad obliga-
tions, by classes, originally held by .the United States Government
(exclusive of certain miscellaneous obligations acquired by the Director
General of Railroads); the amount held on June 30, 1942, and pay- -
ments received on account, '

Summary of railroad obligations held by the Government as of J une 80, 1942, by classes

@ Principal I;rélr.:;iilgezl " Total payments received
Class amount
originally helq | DPeld on June o
ginally ! 30, 1942 Principal Interest
.Traunsportation Act: . )
8eC. 207 - oo $282, 712, 837. 36 $5,007, 000, 00 | 1 $277, 695, 167. 90 $54, 360, 339. 70

290, 800, 667. 00 | 2 24, 691, 177.88 | 3 265, 673, 986. 03 91,537, 272. 47
346, 556, 750. 00 346, 556, 750.00 | 45,338, 918.25
98,401, 755, 00 98, 401, 755. 00 23, 100, 562. 27
62, 103,453.28 |. 62, 103, 453. 28 4,248,171.96

Total. oo 1,080, 575,462.64 | 29,698, 177.88 | 1,050,431, 112.21-| 218, 585, 264. 65

1 Stock of the Ransas, Oklahoma & Gulf Ry. Co. in the face afhount of $212,500 was sold on the market
for $201,830.54, resulting in a difference of $10,669.46 between the receipts and the principal origjnally held.

2 Includes loans aggregating $4,485,600 to four carriers, the assets of which have been completely liquidated
and were insufficient to meet such clairns. .. . '

3 Notes of Wichita Northwestern Ry. Co. and Virginia Blue Ridge Ry. were sold pursuant to the pro-
visions of act of Aug, 13, 1940, for $52,246.91, resulting in a difference of $435,503.09 hetween the receipts and
the principal originally held.

Section 204, Transportation Act, 1920, as amended.—On January 7,
1941, section 204 was amended by Public No. 893, to permit the re-
opening by certain short-line rail carriers of claims against the United
States before the Interstate Commerce Commission. Under the act
the Commission is authorized to ascertain and certify to the Secretary

.of the Treasury the amounts payable to carriers under this section as

amended. The act provides that no claim certified shall be for an
amount in excess of $150,000. No payments were made during the
fiscal year as no appropriation was available for payment of any
amounts certified for payment.

Under section 204 (g) of the Transportation Act, 1920 (approved .
February 28, 1920), an indefinite appropriation was made to pay
claims of this character. The amount previously paid under section -
204 was $10,967,801.80, as reported in the Secretary’s annual report
for the fiscal year 1937, page 83. The Permanent Appropriation
Repeal Act of 1934 repealed the indefinite appropriation made for
the payment of this class of claims. However, a specific appro-
priation of $800,000, available for the fiscal year 1942, was made in
the Second Deficiency Appropriation. Act, 1941, approved July 3,
1941 (Public Law 150). The Interstate Commerce Commission
certified to the Secretary of the Treasury for payment claims aggre-
gating $184,602.58, of which claims aggregating $167,529.85 were paid
during the fiscal year, leaving an unexpended balance of $632,470.15
at the end of the fiscal year. In the Treasury and Post Office Depart-
ments Appropriation Act, 1943, approved March 10, 1942 (Public

Law 495), $600,000 of the unexpended balance was made available

until June 30, 1943. The total payments under this section aggregate
$11,135,331.65 as of the end of the fiscal year. One claim amounting
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IR REPORT OF THE SECRETARY OF THE TREASURY 111
to $17,072.73 has not been paid because satisfactory evidence as to
who is entitled to receive payment has not been received.-

Section 207, Transportation Act, 1920, as amended.—The following
statement shows the amount of obhgatlons of carriers acqulred under
section 207 and held on June 30, 1942.

Obligations acquired under the provisions of section 207 of the Tmnsportatzon Act
1920, and held as of June 30, 1942

Principal
amount of Collateral . .
. ' promissory) Lollateral, Class of collateral or of . | Principal | Interest in°
Carrier “gﬁ%g{lgf ardé:)cxfnt directly held security in default |  default
o ’ . held
security
Chicago, Milv«}aukee. st. $3, 207, 000 O] 5% noncumulative preferred {...._.. .. {.._.__ S
Paul & Pacific R. R. Co. . -stock of carrier. A ’
ancnpohs & 8t. Louis | 1,250,000 |$1, 500,000 | Refunding and extension |$1, 250,000 |$1, 350,-000.00
R.R. Co. v mortgage, 5% bonds of S
. . carrier.
Washington, Brandywine 50, 000 75,000 | First mortgage, 6% bonds 50, 000 28,408.98
g Point Lookout R, R. of carrier. o
Waterloo, Ceda\ Falls & 500, 000 625, 000 |- Temporary geueraﬁ mort- 500, 000 '604,931. 501
Northern Ry. Co: o © |- gage, 7% bondsof carrier. - |- - - -
7 I 5,007,000 | oo _1 1,800,000 | 1,983,340 48

1 Securities directly held.

Section 210, Transportation Act, 1920, as amended —This section
established a revolvmo' fund of $300 000,000 to be used for loans to
railroads under the conditions set forth in a certificate of the Inter-
state Commerce Commission authorizing each loan, and also for
paying judgments, decrees, and awards rendered against the Director
General of Railroads. No new loans are being made as the time for
making application has expired. No expenditures under this section
were made during the fiscal year. The net expenditures on: this,
account amounted to $33,640,740.24 to June 30, 1942,

Total loans (1nclud1ng renewal loans and repayments thereof
aggregating $59,800,000) to June 30, 1942, amounted to $350,600,667 ;
repayments amounted to $325,473 986 03 and losses on sales under
the act of August 13, 1940, acrgregatmg $435 503.09 reduced the loans
outstanding as. of that date to $24,691,177. 8.

The followmg statement shows the amount of obligations. ‘held on
June 30, 1942, on account of loans to carriers under secmon 210, and .
the amount of principal and interest in default.

- Obligations held on June 30, 1 942, on account of loans to carriers under sec. 210 of

the. Transportaiion Act, 1 920 as amended, and the amount of principal and in-
terest in defaull

e Loans out- | Principal in | Interest in . '
Canjle_r s - standing . default default

Alabama, Tennessce & Northern R. R. Corporation.......... * $151,500.00 | - $151,500.00 $77, 265. 00

Des Moings & Central Iowa R. R. Co. (formerly the Inter- | b '
Urban Ry. Co.) .. . i ia S, 833, 500.00 633, 500.00 520, 651. 34
Fort Dodge, Des Moines & %uthern R.R. Co_ . oo 200, 000. 00 200, 000. 00 133, 164. 91
Gainesville & Northwestern R. R. Co. .. oo 175,000.00 (oo cefaciimccaaaan
Georgia & Florida Ry. (receiver). . .. ..o o.ooooeioioeoo. 792, 000. 00 792, 000. 00 | 594, 000. 00
Minneapolis & St. Louis R. R. Co.. ... ... 1, 382 000.00 | 1,382,000.00 [ 1,538,129.73
Missouri & North Arkansas Ry, Co. .. oorimamamiaaaaaa. l3 500 000 [0/ 38 [ R S,
Salt Lake & Utah R. R. CO oo oo cecaiimcmeeann 0. 00 |- oo ans o oaia i
Seaboard Air Line Ry, CO oo e 14 440 577 88 [14,.440,577,.88 | 9,498, 349.09
Seaboard-Bay Line Co. ... . 1, 256 000.00 | 1,256, 000. 00 291, 746. 96
Virginia Southern R. R. CO oo oo ciiamaceaeean 1 38, 000.00 [oooo oo feocracccacaaas
Waterlog; Cetlar Falls & Northern Ry. Co._.........oo..._. 1, 260, 000. 00 | 1, 260, 000. 00 | 1,496, 983. 20
lemmgton Brunswick & Southern R. R. (ol SRR 90, 000. 00 90. 000. 00 64, 800. 00
. Total..f.__i __________________________________________ _..124.691,177. 88 120. 205. 577. 8R- | 14. 215, 090. 32

1 Assets of these carriers have becn completely lignidated, and were insufficient to meet these claims. -
487543—43 9
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Federal control of railroads

Admzmstratwn —The Treasury con tmued during the ﬁscal year
1942 the liquidation of matters growing out of the control of the
-American transportation system, which was -exercised through thé
United States Railroad Administration during the perlod from De-
" cember 28, 1917, to: February 29, 1920.

Finances—Total ‘Teceipts on account of the Federal control of rail-
roads for the fiscal year 1942 were $292,786.30;, and expenditures
were $2,671.03, resulting’ in net receipts of $290, 115.27 as compared -
with net rece1pts of $180,616.02 for 1941.

‘At the close of busmess on June 30, 1942, the cash and appropria-
tion; balance aggregated $415,377. 98 as compared Wlth $525 262.71 at
the close of 1941,

A statcment of receipts and expendltures follows,

Recezpts and @:cpendztures n connectzon with Federal control of razlroads fiscal years‘ :
. : 1941 and 1942 .

N 1941 L1042
Balances at beginning of year: - ’
Secretary of the Treasury, special deposit account:|  $76, 233,01 Tl $72,849.47
Unrequisitioned appropriation balances: B . .
© Federal control of transportation systems._.__ 268, 413. 68 . 452,413.24
Loans to railroads after termination of Federal | - . N -
(11020171 ) P (S :
Total bal&nccs_.._‘., ..................................... $344, 646.69 | oo $525, 262, 71
Receipts: . n :
Colleetions of principal on. obllgatlons of carrier 253.09  fimeeeceoaao
Collections of interest on obligations of earri 1,023. 67 P,

Income taxes of Federal carucrs 1cpa1d by T -
L 2 S AR N © 181,373.37 287,986. 34

Collection of nusccllnneom claims referred to | X
Washington from ficld, ‘including transporta- ! - .
tion charges, undercharges, et¢._._.....__._____ 1,475.5¢ ' 4,799. 96

Total receipts.: 184, 125. 67
Total ba]anccs and receipts 528, 772.36 |.
E).pnnchl.mes N .
Employees’ compcnsatlon liability awards deelt . 782,13

Deposit with the Workmen’s Compensation
Board of Ontario, account of compensation lia-

ity . il 764 b D
Clalms for unpaid wages, 'back-pay awards, and )
Liberty boud subscription refunds..._.___..._._ . 215. 75 138. 90
Admini’strative expensgs (pay yolls). ool 1,747, 50 © 1,765.00
Total expenditures. . ___ S 3,509.65 |___....._... 2,671.03
Transfersfrom appropriation account tosurplus fund. |- ..o .o o|ooliiioill. 400, 000. 00
Balances at end of year:
Secretary of the Treasury, special deposit account. 72, 849. 47 . 30, 236. 44
Federal control of transpoxtal.lon systems._ ... 452, 413. 24 385, 141 54
‘Total balances. ... SRR e (595,262.70 |.oo__........ 415,377.98
Total expenditurcs and balances... .. .. .. .| ... 528,772.36 |- eoeoeaan 818,049, 01

Pursuant' to the pr0v1s10ns of sectlon 12 of the Federal Control-Act
and with the approval of the President $40,000 derived from operating
revenues of railroads was transferred from ‘the special deposit account
to the appropriation account “Federal Control of Railroads,” and
?400 ,000 of the appropriation balancc was transferred to the surplus

und. -

Securtties, eic.—No collections were made since November 24 1936,
on account of the obligations of carriers-acquired under section 207
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of the Transportation Act,. 1920 as amended, Whlch are listed on
page 111.

The miscellaneous securities acquired under sectlon 202 of the-
Transportation Act, 1920, as amended, were obtained from non-
‘Federal controlled railroads and others for indebtedness, such as inter-
line balances, freight charges, undercharges, etc. No collections were
msde from this source during the fiscal year. A statement of the
amounts carried on June 30, 1941, and June 30, 1942, follows,

. ' Indebtedness | Indebtedness
Carrier Jupe 30, 1041 | June 30, 1942 -
E. F. Drew and Co., InC. (S0CK) - - -eowr oo oo $4,065.00 $4,065.00
Virginia Biue Rxdge Ry. Co. (]oans and bills receivable)........__...__. 16, 592. 36 16, 592. 36
T DO 20, 657. 36 20, 657. 36

Claims.—The principal claims presented during t,he perlod were on
account of refunds of installments paid on subscriptions for Liberty
Loan bonds by employees of carriers during Federal ¢ontrol. Total
payments on account of allowed claims of this character amounted to
$138.90 during the year. |

Compensation payments—United States railroad employees. —Ex-
penditures on account of the compensation award of a railroad em-
ployce residing in the’ United States amounted to $767.13 during the
year.

Oanadwn Workmen’s Compensation Board —The Canadian W01k-
men’s Compensation. Board, located at Toronto, Canada, has juris-
diction over certain cases of dlsablhty resulting from accidents during
the period of Federal control on those railroads having lines extending
into Canada. Paymentsunder Canadian conipensation awards, made
from funds so deposited with the Board, amounted to $2,706.00 dullng
the calendar year 1941. Interest amounting to $1,352. 25 was added
to the fund, leaving a balance of $25,928.91 to cover awards as-of
December 31 1941. The figures showmg the balance as of June 30,
1942, are not available inasmuch as the Board’s reports are on a
calendar year basis. However, the status of the fund as of December
31,1941, was as follows: o -
Balance Dec. 81, 1040 . . . oot e e $26, 51830

Payments from Treasury_.__._.....4._......_..__A_..‘._.......' ...............................

Interest Jan. 1, 1941, through Dec. 31, 1941 L eiciiaas 1, 352 25 .
) SR e eeemeecenaan 28, 63491

Payments of awards by Board during D e e 2, 706. 00

Balance Dec. 31, 1941, oo ool e o e emem 25,928,901 .

Tax refunds and. other collections—Under the terms of the Federal
Control Act and the standard contract with the carriers, the Director
General paid 2 percent of all Federal income taxes assessed against
carriers formerly under Federal control. Subsequently, the United
States Board of Tax Appeals held that such taxes should not have been
assessed against either the carriers or the Director General. As a
result of further tax adjustments, there was received during the year
$287,986.34 on account of these items. "Further claims for such paid
t,axes amounting to $438,770:84 are.still pending before the,Board of
Tax Appeals and it is anticipated that substantial sums will ‘be re-
ceived when such cases are finally adjusted by the Bureau of Internal
Revenue.
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All unpaid judgments which have not .expired by reason of the
statute of limitations, and other claims are being reviewed from time
to time to determine whether any amounts can be collected thereon.
Collections from this source amounted to $14 during 1941 and $58
during 1942. o o :

. Federal Farm Mortgage Corporation

Under section 32 of the Emergency Farm Mortgage Act of 1933,
approved May 12, 1933 (49 Stat. 43), as amended, the Secretary of
the Treasury is authorized to pay to the Federal Farm Mortgage Cor-
poration such amount as the Governor of the Farm Credit Administra-

“tion certifies to the Secretary of the Treasury is equal to the amount.
by which interest payments on mortgages held by such Corporation
have been reduced. Public Law 629, approved June 27, 1942. (56
Stat. 391), extended to June 30, 1944, the period for which payments
are to be made to the Federal Farm Mortgage Corporation on account
of reductions in interest, and made this provision applicable to interest
on purchase-money mortgages and on real estate sales contracts
taken by the Federal Farm Mortgage Corporation which is payable on
installment dates on or after July 1, 1942, and prior to July 1, 1944,

A statement of the amounts appropriated and payments to.the
Federal Fairm Mortgage Corporation follows.

Appropriations on account of reductions in interest rale on mortgages, and payments
to the Federal Farm Morigage Corporation for this purpose, fiscal years
1938 to 1942

1. Amounts appropriated: ’ Amount
4 To Oct. 9, 1940, .. ... [ S PPN PO, $33, 125, 000. 00
Treasury Department Appropriation Act, 1942, May 31, 1941_.___ ... ___ ... ... 9, 600, 000. 00
: Total to June 30, 1942 _ e eeeceeacmiceccmean 42, 725, 000. 00
2. Payments to Federal Farm Mortgage Corporation: ! .
To June 30, 1941 e cee—eaman $30, 010, 422. 22
Fiscal year 1942 .. ... S, S L. 9,607,575.24
" Total £0 TUNe 30, 1942, . - oo eemeoeeeeemmeec e e n e em et e e mm e ememnee 39, 617, 997. 46
3. Unexpendeﬁ appropriations, June 30, 1942__ i ccicicmenens —ee  3,107,002.54

1 On basis of daily Treasury statements (unrevised).

Federal land banks’

Capital stock.—Under the act of January 23, 1932 (12 U. 8. C..698),
"amending the Federal Farm Loan Act; it 1s the duty of the Secretary
-of the Treasury on behalf of the United States, upon the'request of

. the board of directors of any Federal land bank made with the ap-
proval of the Farm Credit Administration, to subscribe from time to

- time for capital stock of such bank. The act further provides that
such stock may at any time, in the discretion of the directors and
with the approval of the Farm Credit Administration, be paid off at
par and retired in whole or in part and that the Farm Credit Admin-
1stration may at any time require such stock to be paid off at par
and retired in whole or in part if in its opinion the bank has resources
available for.such purpose. The proceeds of all repaymentson account
of stock subscribed for by the Secretary of the Treasury are héld in
the Treasury and are available for the purpose of paying for other
stock thereafter issued pursuant to said act. . -
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To enable the Secretary of the Treasury to pay for said stock,
$125,000,000 was appropriated under the act approved February 2,

1932.

The following statements show the transactions in connection

with subscriptions to stock of Federal land banks during 1942,

Subscriptions by the Secretary of the Treasury to stock of Federal land banks and
repayments thereon, fiscal year 1942

{Par value of shares)]

Shares held Shares sub- Shares repaid Shares held
Federal land bank June 30, 1941 | scribed fiscal fiscal year June 30, 19422

. year 1942 1 10424

$3,182,165 |......_..____._. $24, 230 $3,157,935
4,049,430 t._ .. ___.______ 30, 225 4,919, 205

40, 061, 040 $208, 800 49, 320 40, 220, 520
5, 504, 620 | o .. 65, 680 5, 438, 940
5,693,030 |.ooooooooooo__. 141, 085 |. 5, 551, 945
8, 126,400 |- .. _.____ 42, 980 . 8,083,420

67, 516, 685 208, 800 353, 520 67, 371, 965

1 On basis of daily Treasury statements (unrevised), )
¢ The Federal land banks of Springfield, Louisville, New Orleans, St. Louis, Houston, and Berkeley bad
no outstandmg capital stock held by the Secretary of the Treasury as of June 30, 1942.

Payments on account of reductions m interest rates on mortgages and
subseriptions to paid-in surplus—The Secretary of the Treasury is
directed, under certain conditions, to make payments to Federal land
banks equal to the amount by which interest payments on mortgages
held by such banks have been reduced pursuant to tlie Federal Farm
Loan Act, as amended, and he also subscribes, under specified con-

. ditions and in the manner prescribed by the Federal Farm Loan Act, as |
amended, to the paid-in surplus of each Federal land bank an amount
equal to the amount of all extensions and deferments of any obligation
that may be or may become unpaid under the terms of any mortgage.

Amendments to the law under which subscriptions are made to the
paid-in surplus of the Federal land banks are contained in the Farm
Credit Act of 1937, approved August 19, 1937. The period for which
payments to Federal land banks on account of reductions in interest
rates may be made was extended to June 30, 1944, pursuant to Public
Law 629, approved June 27, 1942 (56 Stat. 391) This law also made
the provisions relating to the reduction of inferest applicable to in-"
terest on real estate sales contracts taken by Federal land banks which
is payable on installment dates after June 30, 1942. '

A statement as of June 30, 1942, of the amounts appropriated on
account of reductions in interest rates on mortgages and of payments

., to Federal la,nd banks for this purpose is here set forth.
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Appropmatwns on account of reductions in mterest rates on mortgages and payments .
to Federal land banks-for this purpose to June 80 1942

1. Amounts appropriated:

To June 30, 1942 $209, 267, 000
Treasury Department Appr i - 26,800,000

Total to June 30, 1942. . 236, 067, 000
2. Payments to Federal land bani :

Anjeunt paid ! Amount paid | Amount paid

Federal land bank to June 30, 1041 fiseal year 1042 [to June 30, 1042

! Springfield. _ . . iiliiiieaaao. $7,389, 515. 22 $973,751. 34 $8, 363, 266. 56
Baltimore... | 8,862, 617.69 1, 104, 503. 66 9,967,121. 35
Columbia. 8, 307, 455. 53 1,063, 268, 45 9, 370, 723. 98
Louisville.._ 20, 357,972.37 2, 582, 209. 47 22,940, 181. 84
New Orleans. . 10, 690, 879. 49 1,335, 844. 96 12,026,724. 45
St. Louis. .. 17,715,857. 43 2,421, 372. 41 20, 137, 229. 84

St. Paul. 28, 807, 656. 29 3,934, 001. 70 32, 741, 657. 99
Wiechita_ 16, 309, 089. 91 2,108, 876. 20 18,417, 966. 11
Houston.. 22,977,860.37 { © 2,950,122.19 25,927, 982, 56
Berkeley. .. .. 11, 873, 990. 80 1,615,217. 45 13, 489, 208. 25
Omaha. .. 35, 066, 496. 31 4, 845, 620. 46 39,912,116, 77
SPOKANE. - .o o iieccaacees ~-1 12,426,008.33 1, 566, 714: 82 13,992, 723.15

Total. e iieaiaas 200, 785, 399.74 | 26,501, 503.11 | 227, 286, 902. 85

3. Unexpended appropriations, June 30, 1942. ... .. $8, 780, 097. 15
1 On basis of daily Treasury statements (unrevised). '

Appropriations for subscriptions to paid-in surplus to June 30, 1937,
amounted to $189,000,000. No appropriation for this purpose has
been made since that date.. A statement as'of June 30, 1942, of the
amouhts appropriated for subscriptions to the paid-in surplus of
Federal land banks on account-of extensions and deferments, and net
repayments by the Federal land banks follows,

Appropriations for subscnptzons to the paid-in surplus of Federal land banks on
account of extenswns and defe7 ments, and payments for thts purpose to June 30,

1942
1. Amounts appropriated: - \

. To June 30, 1941 e ccmeccmammieoae $189 000 000. 00
Total to June 30, 1942 _ ... ....... '_7 ..................................... 189 -000, 000. 00

2. Payments to Federal land banks: . ) 0 o :
de : . Amount paid to { Net amount paid | Amount paid to

Federal land bank June 30, 1941 | fiseal year 19421 | June 30, 1942

Springfield 4$s 317,138.66 |- oeeeeoeaeeens 18, 317, 138. 66
Baltimore.._____.__...____.. - 90 251.29 4,190, 251. 29
Columbia_._____.......__. 9 386 953. 42 2 $250, 000. 00 9,136, 953. 42
" New Orleans 11, 675 585.41 |. R 11, 675, 585. 41
St. Louds. ..ol .. 11, 413, 256. 57 |..- T 11,413, 256. 57
St. Paul_.. '33,128,017.71 1, 636, 252. 23 . 34,764, 269.94
Wichita... 16, 850, 213. 90 e 16, 850, 213. 90
Berkeley._. 4, 550, 945. 55 4, 550, 945. 55
Omaha___ - 30, 740, 238. 50 30, 740, 238. 50
15 6100 €: 1 11 YRR 15,472, 384. 78 ’ 1, 250, 000.00 | - 14, 222 384.78
. Total .. __.. e e mmmmmeeemmmmeam e mmemiean 145, 724, 985. 79 136, 252. 23 145, 861, 238. 02
3. Unexpended appropriations, June 30, 1942“.....‘.._» ................ s $43, 138, 761. 98

1 Onybasis of daily Treasury statements (unrewsed)
2Excoss of repayments (deduct):
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Federal savmgs and loan assoczatwns .

Under the act of June 13,1933 (48 Stat. 133), as amended Aprll 27,
1934 (48 Stat. 645), the Secrctary of the Treasury was authorized on
" behalf of the United States to subscribe for preferred shares and full-
paid income shares in Federal savings and loan associations upon
request of the Federal Home Loan Bank Board. "Ai approptistion
of '$50,000,000 to enable the Secretary of the Treasury to purchase
such shares was reduced by an allocation of $700,000 to the Federal
Home Loan Bank Board. The details' concerning the provisions of
law under which these subseriptions were made and the approprlatlons
are contained in the annual report for 1940, pages 176 and 177.

The Home Owners’ Loan Corporation also was authorized to. pur-
chase full-paid income shares of Federal savings and loan associations
. after the funds available to the Secretary of the Treasury for the
purchase of such shares had been exhausted. The funds available
to the Secretary of the Treasury were exhausted on October 25, 1935.

During the fiscal year.1942 the sum of $4,228,300 was received on
account of shares repaid, makmg the t,ot&l shares repaid to June 30,
1942, $29,857,400.

The followmg statement shows the transactmns in connectlon with
the subscriptions by the Secretary of the Treasury to. preferred and
full-paid income shares in these associations during the fiscal year
1942, ’ :

Pr eferred and full-pazd tncome shares of Federal savings: and loan ‘associations sub-
-sciitbed by the Secretary of the Treasury to June 30, 1942, and dividends received

[Par value of shares] -

Flred | Tuloadln | o
Total shares subsecribed and paid._________._____.____ - ‘$637, 800 - $48, 662; 200 | $49, 300, 000. 00
-Shares held on June 30, 1941 L. ... ... ... e “.~23, 670, 900 23, 670, 900. 00 -
Less shares repaid durlng 1942 . . __ e lmeans : 4, 228,300 4, 228, 300. 00
Shares held on June 30, 1942 19, 442, 600 19, 442, 600. 00
Dividends received on preferred and full-paid income '
Sh’?‘rgs}unc 30, 1941 . e cicc e cce et 8, 883, 741.01
During 1942 . et © 697, 205. 86
To June 30, 1942, - oo iiiciaaaes | IO NS 9, 580, 946. 87

- Trust and special funds tnvested by the Treasury Department '

Under various provisions of law creating trust and special funds;
the Secretary of the Treasury or the Treasurer of the United States.
is authorized to invest such portions of the funds as are not required
to meet current withdrawals. The following statement shows the.

amount of Government and other securities held in these funds at -

the cloge-of the fiscal year.

are shown in the tables begmmng on page 602.

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

Further details on each of these funds‘



118  REPORT OF ‘THE SECRETARY OF THE TREASURY

Securities held as investinents in trust and special funds, at par ‘value, June 30, 1942
' ‘ (000 ornitted] ’ ‘

Government
guaranteed segfrhiges
securities .

Fund i Government

securities ‘Total

Adjusted servxce certificate fund____________________.___ - $18, 435 S IS $18, 435
Amsworth Library fund, Walter Reed General Hos-

Canal Zone retirement and dlsablllty fund. ....oooooo..
Civil service retirement and disability fund.... [
District of Columbia teachers’ retxrement fund. -
District of Columbia water fund.__ .. __.____._.._.._.
District of Columbia workers’ compensation fund...._.
Federal old-age and survivors insarance trust fund
Foreign service retirement and-disability fund
Library of Congress'trust fund:._._______._.
ch)ng%horemen s and harbor - workers’ compensation
un

National Cancer Institutc glft. fund._._..

- National Institute of Health gift fund.__

'+ National park trust fund...__.._.....__ -
National service life insurance fund.

. Pershing Hall Memorial fund______

* Railroad retirement account. ..

Unemployment trust fund. ____________.

. U. 8..Government life insurance fund. .. 905, 468

Total. o ooieeeecaeeas e 8, 201, 449

8, 245, 051

' Norte.—Figures have been rounded to nearest thousa.nd dollars and wi.ll‘not'pecessa:ily add to totals. '

During the fiscal year 1942, a change was made in the investment
procedure for the national service life insurance fund and the United
States Government life insurance fund. In order to expedite the
investment of monies in these two funds, there was established with
the Treasurer of the United States, pursuant to Public Law 448,
approved February 10, 1942, a specml deposit account in the name
of the Chief Dlsbursmg Oﬂicer Division of Disbursement, for each
of these trustfunds. (See Exhibit 61, p. 342.) Into these specml deposit -
accounts were deposited the cash balances to the credit of these two
funds on the books of the Division of Bookkeeping and Warrants and
also balances with disbursing offices. Under this arrangement, invest-_
ments can be made by means of a voucher paid by the Chief Disburs-
ing Officer, thereby permitting investments to be completed -more
rapldly than under the prior warrant procedure. .

Emergency Relief Accountmg Orgamzatwn S

Under au'thority of section: II (a) of Executive ’Order No. 7034,
dated May 6, 1935, and Department.Circular No. 543, approved by
the President, the Commissioner of Accounts continued during the
year to maintain accounting and disbursing facilities for handling
appropriations made by the Congress for the emergency relief pro-
gram. The provisions of this Executive Order were extended by
-Executive Orders Nos. 7396 and 7649 and the provisions of Depart-
ment Circular No. 543 were extended by Department Circulars Nos.
592 and 616, approved by the President to apply to funds appropri-
ated in the Emergency Relief Appropriation Acts for the fiscal years
1935 to 1942.

During the year the 52 Treasury State accounts offices were region-
alized and the number reduced to 19 Treasury regional accounts offices;
and the 37 Treasury State disbursing offices were consolidated with
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the Treasury regional offices handling ‘disbursement of other than

" emergency relief funds. The Treasury accounts and disbursing offices
had 853 employees on June 30, 1942, which was a reduction of 1 609
employees, or 65 percent, since June 30 1941.

In a letter to the President dated Apr1l 9, 1942, the Secretary of
the Treasury recommended that, effective J uly 1, 1942 the emergency
Treasury accounts offices discontinue (1) the maintenance of accounts;
(2) the preparation of financial reports (except for a final financial
report. similar .to those previously transmitted annually to the Con-
gress), (3) the examination of disbursing officers’ accounts, and (4) all -
other functions performed by the emergency Treasury accounts offices
pursuant to Executive Order No. 7034 as recommended and extended.
The letter further proposed that a small staff of employees be main- -
tained during the fiscal year 1943 to wind up the affairs of these offices.
(See exhibit 57, p. 338.)

These recommendations, which were approved by the Pres1dent on -
April 14, 1942,- were in line with the policy of reducing nondefense
expenditures and making available the maximum trained personnel
for war activities. Appropriation was made by the Congress to cover
the liquidation expenses of the emergency Treasury accounts offices -
to December 31, 1942.

In view of the provisions of Public Law 389, approved December
29,1941, providing for the bonding of officers and. employces authorized
to certify vouchers for payment by disbursing officers in the executive -
branch of the Government, the Secretary of the Treasury also recom-.
mended.in his letter dated April 9, 1942, that the executive preaudit
by the emergency Treasury accounts offices of all vouchers and pay
rolls relating to the emergency work-relief program be discontinued
effective May 1, 1942. This recommendation was also approved by
the President. Prior to this date, all pay rolls and vouchers were

-examined before payment to insure that the éxpenditure was made
within the purview of Federal laws and regulations. The Treasury
emergency organization from April 8, 1935, to June 30, 1942, trans-
mitted to the General Accounting Office accounts covering expendi-
tures totaling $13,586,817,322.07.  Against this amount, the General
Accounting Office has issu od formal certificates of settlement of account
for - approumately $11,213,661,937.00, or 82.5 percent of the expendi-
tures.

The Treasury.State and regional accounts offices have handled since
their inception more than’ 300 000 emergency relief project accounts
for approximately 80 administrative agencies. There were about
13,000 accounts, including project accounts, which were active on
June 30, 1942. The disbursing offices during the fiscal year 1942
issued approx1mately 30,000,000 checks payable from emergency
relief funds, which were verified for accuracy 1in the accounts offices.

Reports of operations, obligations, and expenditures, as required.
by law, were submitted by the President to the Congress before
Januarv 30 of each calendar year, Such reports set forth the status

of funds as of the close of the previous calendaryear. The following '

comparative financial statement shows summary information relative
to expenditures under the emergency relief and worls relief program
from its inception to June 30, 1942. Additional -tables showing the
“status of emergency relief appropnat]on funds by organizations and
by States may be found on pages 448 to 461 of this report.
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Ezpendztures (checks issued) under the emergency relief program, Apnl 8, 1935 to
June 30, 1942

I. BY TYPE OF WORK

o : : ; : Cumulative
Fiscal years | Fiscal year | Fiscal year | Fiscal year | Fiscal year
Type of work 1935 to 1938 2 1939 1940 1941 1942 to, Jllg;g 30,
. Highways, roads, B N
: streets, etC. ... $1,988, 741, 711| $916, 225,557| $580, 101, 448| $466, 811, 644($251, 778, 9871$4, 203, 659, 347
. Public buildings:_.___.}  631,771,129| 218,240,793| 145,967, 559| .140,097,604| 96,086, 535] I, 232, 163, 620
Housing projects... .. 111,708, 332 7,590, 536 2,146, 721 1, 691,082, 808,697 123,945, 368
Public recreational ;
facilitiés. . ... ._. . 633,104,739 189,937,965; 96,972,490 64,016,769 30,535, 528| 1,014, 657,491

Conservation work__._| 1,005,424,721] 128,194,981 80, 107,267| . 45, 258 840] 20, 276,491| 1, 279, 262, 300
Electric utilities, water . . . X
and sewage sy<tems, .

17 | 501,767,475 200, 512,028} 144,277,531} 126,653,385 80,806, 563| 1,054,016, 982

__________________ 221,819,347  51,245,003). 27,530,131 59,453, 113| 70,707,342 430,755,026

‘o Educatlona] profcs- . :
sional, and clerical . . ) R .
projects.. -cooeo-- ~..| . 785,783,130 359, 680,885 336,503,098 261,241, 547| 219,631, 890( 1,962, 840, 550
‘Miscellancous..._....... 631,086, 722| 250, 144,153| 176,225,420/ 140,134, 677 -92, 605, 982| 1, 209, 196, 954
Administrative ex- | . : . B .
I . DENSeS. - no oo 441,606,407 129,336,701 110,909,466 98,788,525 45,503,071 826, 234,170

Rural . rehabilitation, : .
- . suburban projects, ) e Y
: . loans, relief__ .. _..._ - 411,066,915 157,766,679| 134,546,635\ 27,114,431\ 4,544,106 735,098,766

Grants to States for : : . K
continuing relief. .. __ 022,343,199 99,397 2,732 31,8_69 . 1,693} - 922,478,890
Total .. L...... ----] 8, 286, 313, 827(2, 617, 974, 768|1, 835, 2_90,'498 1,431, 293, 486] 913, 376, 885|15, 084, 249, 464

II. By ORIECT OF EXPENDITURE

Object of Tiscal years |  Fiscal year | Fiscal year | Fiscal year | Fiscal year (.;Ju}uulatgg e
expenditure . | 1935 to 1938 2 1939 1940 1941 1942 0 1“923 g
Personal services . .
(Tederal pay roli . . :
only)......___._. $4, 921, 064, 257|$2, 139, 113, 369)$1, 523, 498, 795($1, 240, 561, 617|$770, 642, 706|$10,594,880,744
Supplies and mate- . . : )
F8IS. el 599,472,024| 140,568,540 87,149,310  84,691,313| 76,040,730 087,921,917
CRent.. .. 251,820, 064{ - 65,354 382| 20,753, 511| 31,435 217| 31,174,837| 409, 538, 011
Construction, main- : ) A
tenance, and re- R . . - g -
: pait contracts:.._.} 236,408,910  16,858,149| - 7,570, 669 5,744,518 1,608, 440 268, 280,686~
' Grants......--....-. 1,709,693,915] 68,739,705 . 43,506,502| 28 424,676] 5, 181,796| 1,855, 546, 684
: Contractual. = serv- : . . .
‘ices: :
Communications . 12, 760, 859 3,190, 954 2,405, 266 1,982,181 1, 478, 005 21, 817, 265
Travel, including : . .
. subsistence..... 70, 536, 568 17, 275,359 16, 659, 538 16,235,148) 9,158,020 129, 864, 633
. Printing and 1+ .
binding..-...... 8,525,473 © 2,468 471 1,830,181 1,575, 988 936,637) 15,336,750
Other contractual v . '
Services........ 54, 481,378 6,973, 287 5,640, 843 4,249,137 5, 579, 946! 76,924, 591
Equipment pux- . . ) . N
80, 943, 248 16, 659, 697 11,123, 309| . 7, 022 547 5,088, 570 120, 837, 371
75, 208, 181 10, 738, 782 - 284, 366 6 519 147, 150 86 854, 998
. 253,245,662 122,401,135 97, 528,234 1,719,300 1,323, 833] ° 476, 218, 154
Employees’
dent) compensa- | -
tion___..__.._____ 12,153,288 - 7,632,938 8,339,884 . 7,175,325 4,926,225 40, 227, 660
- Total..oooceee 8, 286, 313, 827| 2, 617, 974, 768| 1,835, 200, 498| 1,431, 293, 486] 913, 376, 85|15, 084, 249, 464

Footnotes at end of table.
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Expenditures (checks zssued) under the emergency relief program, Apnl 8, 1935, 1o
Jumne 30, 1942—Continued-

III. AMOUNT OF EXPENDITURES AND NUMBER OF PAYMENTS, BY MONTHS

M tt‘1 Fiscal years | Fiscal year | Fiscal year | Fiscal year | Fiscal year
on : 1035 to 1938 ¢ 1939 1840 ©o1ed 1642

Amount of expenditures

$544, 985,212  $200, 501, 723| $155,842, 701| $122,728,121}  $94, 454, 105
574,304, 485 224, 398, 400| 156, 267,880 127,327, 366] 80,102, 115
or. 576,206, 518| 228,548,380 123,634,080 113, 447,400{ 79, 967, 505
October.. ... 500,016, 423| 220,881, 972| 135,993,389 124 488,081|- 84, 382, 823
November. 606,733, 661| 218,820,722 142, 722,271| 116,279,017| 78,762, 251 -
December. 709,952, 650| 243,806, 203| 157,752, 654 122,745,254 8L, 450, 770

643,334, 835| 211,720,732 148,328,283 124,012 524| 79, 514,436

- 589,005 343 194,921,450] 150,327,963 114,523 585 69,823,149
743,431, 577| 252,689,052 . 183,834,339 121,403,855 71, 612, 563
847,065,722 207,154,675 173,854, 722| 119,742, 482| 69, 847,929
857,486, 677|. 109,075,346| 101,474,123| 114 350,853 - 63, 858,199
004,740, 715 206, 456, 113| 145, 258,003| 109, 344,948] 59, 601, 040

8, 286, 313, 827| 2, 617, 974, 768| 1,835, 200, 498| 1, 431, 293, 486] 913, 376, 885

Namber of payments .

12,033, 710 6,976, 666 5,751, 752 4,446, 437 3,095, 376

12, 248, 514 7, 687, 508 5,378, 951 4, 351, 804 2, 522, 706

12, 920, 967 7,601,271| . 4,480,420{ . 3,960,436 2,523, 915

| 14,986,613 8, 214, 831 4,913, 273 4,358, 831 2, 630, 137

November. 15, 840, 922 8, 195, 920 5,112, 827 4,198, 533 2,419, 013
December . ., 20,560, 450 8, 934, 048 5,870, 892 4,451,373] 2,668 156
19, 736, 407 7, 810, 869 5,843,135 4,694, 416 2, 660, 364

19,032, 436 6, 915, 252 5, 710, 956 4,168, 851 2,301, 528

23, 537, 029 8, 663, 956 6,521,372| 4,451,626 2, 440, 562
21, 548, 145 7,080, 200 5,990, 224 4,121, 959 2,252, 354.
20, 926, 449 6,792,201|- 5,719, 132 3,870, 648 2,021, 451
21, 499, 806 6, 665, 207 5,171,977 3, 582, 690 1,866,802

Total number of payments.| 214, 871,448 91, 538,019 66,464,911| 50, 657, 694 29, 402, 364

Cumulative total number of pay-
MEDES . o e caaaaan 214,871,448| 306,409, 467| 372, 874,378| 423,532,072 452,934, 436

{ Does not reflect items in transit as of June 30, 1942, amounnting to $ ’
2 Includes $525,848,046 for fiscal vear 1935 (Apr. 8 to June 30, 1935), $2 898, 716 470 for 1936, $2 860 508,932
for 1937, and $2,001, 240 379 for 1938.

NoTE.—On the basis of amounts reported on the daily Treasury statemment of July 15, 1942,

BUREA_U OF THE PUBLIC DEBT

The Bureau of the Public Debt, in the Fiscal Service,-is charged
with the conduct of transactions in the public debt securities of the
United States, and in securities of the wsular governments and of
Government-owned corporations, for which the Treasury Department
acts as agent. The Bureau is also charged with the verification of
United States currency redeemed by the Treasurer of ‘the United
States and of imperfect securities delivered by the Bureau of Engraving
and Printing, the destruction of redeemed currency and other securities
authorized to be destroyed, and the procurement of distinctive paper
for currency and public debt securities. In January 1942, all matters
relating to the designation and qualification of agents for the sale and
issue of United States war savings bonds of Serles E were transferred

“from the Bureau of Accounts and have since been administered by the
Bureau of the Public Debt.

The Bureau organization includes the Ofﬁce of the Commissioner
of the Public Debt the Division 'of Loans and Currency, the Office of
the Register of the Treasury, the Division of Public Debt Accounts and

Audit, the Division of Savings Bonds, and the Division of Paper
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Custody. Transactions in public debt issues are conducted by the
Federal Reserve Banks as fiscal agents of the United States. The
Postal Service acts as agent for the sale of United States savings
bonds and stamps, and other branches of the Government service
have been designated as agencies for the sale of war savings bonds.

In order to prov1de for the greatly expanded organization required
for the savings bond program, for which an appreciable amount of
additional space was required which it was not possible to obtain in
Washington, all the activities of the Bureau of the Public Debt |
concerned with war savings bonds, after their issue, were moved to
Chicago late in the fiscal year. The Chicago office of the Bureau of
the Public Debt was established, and includes the Division of Savings
Bonds in its entirety and hranches of the Office of the Commissioner,
of the Division of Loans and Currency, of the Office of the Register
oAf ghe Treasury, and of the Division of Public Debt Accounts and

udit s

The following statements, submitted by units of the Bureay,
generally indicate their functions and summarize the transactions-
conducted during the year.

Diwsion of Loans and Ourrency

- The. Division of Loans and Currency is the active. agent of the

" Secretary of the Treasury for the issue of all public debt obligations
of the United States and for conducting transactions, in such obliga- -
tions after issue. It is also responsible for the issue of bonds or other
obligations of Puerto Rico and the Phlhppme Islands, for which the
Treasury Department acts as agent, and of the securities. of various
Government- corporations and credit agencies. The Division under-
takes - the safekeeping of these securities for certain Government
offices. It also counts and delivers to the Destruction Committee
the United States 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 summary of
the issue and retirement of securities conducted through this Division
during the fiscal year 1942. Detailed accounts of all transactions in
public debt securities of the United States are presented in formal
statements elsewhere in the report.
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‘Transactions in Umted States and insular securities and in securities of various
- Government corporations and credit agencies, fiscal year 1942

[Principal amount]

‘Trapsaction Bearer Registered Total
N Public debt securities: ! . : .
On hand June 30, 1941 $29, 035, 044, 800 | $6, 081,159, 550 | $35, 116, 204, 350
. Unissued stock returned to Division .. It T , 473, 100 26, 473, 100
Spoiled unissued stock returned to Division___.._.__ | .. ... _.___. 308, 255, 855 308, 255, 855
Received from Bureau of Engraving and Prmtmg.. 31, 798, 440, 000 | 33, 307, 209, 540 | 65, 105, 649, 540
Total to be accounted for.__.__.. emcememceeennen 60, 833, 484, 800 | 39, 923,098, 045} 100, 756, 582, 845

Stock shipments to Federal Reserve Banks and post

Issucd by Division:
Unissued stock delivered to Register of the Treasury.
Spoiled unissued stock delivered to Register of the

reASULY - - oo ettt ceeaaas

30, 964, 324, 200
174, 029, 450
832, 964, 450

17,102, 527, 250
8,012,449, 115
544,381,675

252, 846, 130

48,066, 851,450
-8, 186478, 565
1,377, 346, 125

252, 846, 130

Total disposals...___..._... e ecmeenaem e nen

31,971, 318, 100

25,912, 204,170

57,883, 522,270

On hand June 30, 1942 __
Retired and redeemed. .

28, 862, 166, 700
862, 423, 490

14, 010, 893, 875
% 5,015, 040, 330

42, 873, 060, 575
35,877, 463, 820

Insular securities and securities of Government corpora-
tions and credit agencies:
On hand June 30, 1941
Received from Bureau of Engraving and Printing_ _

Total to be accounted for.__ __.__ . .........._._.

5,763, 815, 800
1,084, 068, 999

1,256, 014, 650
838, 022, 500

7,019, 830, 450
1,922, 091, 499

6,847, 884,799

2,094, 037, 150

8,941, 921, 946

Issucd by Division
Unissued stock delivered to Register of the Treasury.

863, 068, 000"
102, 087, 175
783; 731, 600

565, 260, 900
369, 027, 450

863,068, 000
667, 348 075
1,152,759, L50

Total AISPOSAlS.. . oecn e eee e ceceeccceeaiceaeanen

1,748, 886,775

" 934, 288, 350

2,683,175,125

+On hand June 30,1942 ______..._. O,
Retired and redeemed. _ ... .oociieiiiiiiain

5,098, 998, 024
, 398, 575

1, 159, 748, 800
163, 426, 850

" 6,258, 746, 824
169, 825, 425,

1Includes adjusted service bonds and United States savmgs bonds.

3 Includes $251,991,000 (maturity value) United States savings bonds.

pending completxon of audit.

‘Figures subject to verification

United States savings bonds —Original registration stubs from United
States savings bonds sold which were received and audited, savings
bonds redeemed prior to maturity which were received and registra-
tion discharged before payment, and savings bonds redeemed prior to
maturity which were received and 1‘eglstratlon discharged after pay-
ment, during the fiscal year 1942, are shown in the following table.
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Transactions concerning Uniled States savings bonds, fiscal year 1948

Nuamber of pieces

Series ) = Sales price | Maturity walue
1§25 $50 $100 $500 $1,000 $5,000 $10,000 Total

Original registration stubs {rom savings bonds sold—received and audited !
.................................................................................... 4 $3, 000 $4;000
. 24 | 4 8 5 47 .57 10, 100
- 6 e 1 7 3 22 5, 550 7,400
- 14 1 13 11 67 26, 400 35, 200
- 76, 905 58, 610 90, 195 24,013 291,032 50, 391, 093 67, 188; 125
-| 6,866,311 2,767, 575 3,704, 351 646, 275 14, 603, 186 1, 216, 712, 344 1, 622, 283,125
DUR 4,376, 543 5, 379, 943 885, 933 28,821,074 1, 846, 159, 162 2, 461, 545, 550
................... 74, 296 25, 945 188, 224 178, 581, 610 241, 326, 500
164,375 41, 894 370, 856 232, 420, 310 314, 081, 500
185,121 85, 802 618, 762 968, 961, 100 968, 961, 100
_____________ 277,324 122,908 769, 428 1,013, 019, 400 1.013, 019, 400
_______________ 24,346,300 | 7,202,734 | 9,875,633 | 1,832,780 | 2,192,275 111,716 | 45, 662,702 5,506,287, 545 | 6,688, 462, 000

101, 255

Savings bonds redeemed prior to maturity—received and registration discharged before payment

. 4,223

$1, 350,725

14!

AYNSVEYL FHL A0 AYVIEYOES FHI 40 LY0dTd

559 - 521 1,672 0655 .- 816

B-1936.. 777 s 742 2,219 805 1,396 5,939 2,076,925
(ot SRR 1,001 |- 849 2, 609 844 1,801 7,104 2, 551, 375
C-1938 . o lieen 1,401 1,177 - 3,178 1,003 2,367 9,126 3,280,175 -
D-1939. - oo 2,301 5,782 1,503 7,002 18, 904 8, 504. 650
D-1040 L. 5,378 1,702 12, 507 23,605 14,128, 150
D194 oo 1,218 381 1,369 3,934 1,716,875
E-1941 5,152 1,518 2,441 15,917 3,941, 100
E-1942 1,441 406 616 5,135 1,048, 450
BT N 561 243 839 1,963 3, 651. 600
F-1042 27 14 ~28 93 202, 775
G-1941_. 2,054 914 2,870 6,856 11, 357, 400
G-1942. - oo lllieiciciiin e 3¢ 14 59 161 474,800

TobaL e ceiniaiee 15,234 10, 785 31,329 10,002 34,201 612 797 102, 960 54, 285, 000
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- Savings bonds redeemed prior to maturity—received and registration discharged after baymeni
3,434 2,684 6,370 2,162 2,072 |oooo_oo- 16, 722 $4, 010, 050
7,284 | 7,114 12, 643 3,839 5,284 |- 36, 164 9, 005, 600
14, 591 11,797 19,148 5,149 7,361 [ 58, 046 12, 804, 925
24, 529 17, 533 25, 806 6,393 10,492 |. + 84,753 17, 758,975
45,932 28, 460 © 44,198 10,329 +18,698 |- 147, 617 30, 853, 600
. 67,796 38, 260 © 60, 624 14, 039 24,046 |- 205, 665 41, 635, 800
38,772 . 17,716 28,013 7,344 - 12,531 |. 104,376 20, 859, 400
. 74 157 23, 040 36, 429 6, 946 6,228 |.ooo_.... 146, 800 16, 349, 825
276, 495 146, 604 233, 231 | 56,201 | 87,612 ). i feaeeao. 800, 143 © 153,278, 175
291, 729 157,389 ‘ 264, 560 ’ 66, 203 ] 121, 813 ' 612 797 903,103 | ool 207, 563,175

1 Includes an aggregate of 1,425,158 pieces, $209,752,700 maturity value, representing sales of United States savings bonds made prior to June 30, 1941 and adjustments of amounts

previously reported.
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. Individual registered accounts.—Individual accounts are maintained
in connection with registered issues of the United States and of securi-
ties .of various Government corporations and credit agencies; and
interest is paid periodically in the form of checks on the interest-

. bearing debt. The accounts open on June 30, 1942, were as follows:

: : ; Number of R
Registered issues accounts Principal
, 4 . .

Public debt: )

Interest-bearitig loans ! ___.____.___.____..oco_.o._. e 401,977 |$12,252, 061, 116. 40

Matured loans (Liberty, Victory, Trea.§ury bonds, ete.) oo ooneas 11,142 | 6,476, 810. 00

Total public debt issues. .. R, 413,119 | 12, 258, 537,926. 40

Othets: -\ :

. Interest-bearing loans: B
Home Owners’ Loan Corporation bonds:...
Federal Farm Mortgage Corporation bonds
Consolidated Federal farm loan bonds._ ..
Federal Housing Administration debentures
Matured loans: - . : R .
Home Owners’ Loan Corporation bonds. ... ...____...____.. ' 37 128, 000. 00
Federal Farm Mortgage Corporation bonds. . 351 737,900.00
Federa] Housing Administration debentures 4 12, 700.00

Total other issues : e e 21,738 | 813, 664; 405. 28
' 434,857 | 13,072, 202, 331. 68

2,836 631, 827,000. 00
11, 239 . 124; 703, 300. 00
6, 551 - 34,701,900.00
720 21, 463, 605.-28

. Grand total ____ .
' \

1 Does not include United Stétes savings bonds and adjusted service bonds. -

’ There were 42,628 individual accounts closed for registered Liberty
bonds, Victory notes, special Treasury notes, postal savings issues,
Treasury bonds, etc.; and 6,597 accounts were decreased, representing
retirements of securities in the amount of $3,700,643,630 par value.
In connection with the same loans, 39,234 new accounts, involving

© °$6,004,878,090 of principal, were opened. During the year 18,930

* changes of address for mailing of interest checks were made.

" Interest on registered Treasury-bonds was paid on due dates in
the form of 733,835 checks amounting to $86,778,939.44; on regis-
“tered securities of the postal savings loans, etc., 61,600 checks for
$4,227,510.75 were issued; and on registered Treasury notes and
 certificates of indebtedness, interest payable by 11 checks amounting

+ to $34,570,019.40 were issued. Also 1 check was issued in payment
of interest amounting to $22,507,108.04 on the 4% percent adjusted
service bonds—United States Government life insurance fund series,
.and 960 checks were issued in payment of interest amounting to-
$1,115,498.64 on the 2 percent depositary bonds. There were re-
ceivéd from the Bureau of Engraving and Printing 867,600 checks
as stock., . :
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REPORT OF THE SECRETARY OF THE TREASURY 127

Claims.—Claims for relief on account of lost, stolen, destroyed, and-

mutilated securities handled by the Division of Loans and Currency
within the fiscal year were as follows:

. Number | Number | Par amount
Claims of of of
claims |securities| securities

. , Public debt issues !
Ou harid June 30, 1941_. e e 11, 221 35,913 $6; 148, 31650
Received . .o ceiem e ceeneeaan . 9,035 -~-16 523 |.,2,379,145.75
Total to be accounted for ....................................... 20,256 | 52,436 | 8,527,462.25
Settled by: o ;
Reissue or redemption of securities. ... cceoooooaoi L 1,953 4,945 | 1,047, 942. 50

Recovery of sceurities. ... .. .. ........

1,642 3, 829 *742, 050. 00
Disallowance of ¢laims and credit allowed....

176 1,315 192, 990,00 *

Other QISPOSIEIONS - - - - ee e moemoomomee s oe oo 89| . 247 | . 969.00
Total iSPOSalS. ... m e 3, 860 10,336 | 1,983,951.50
On hand June 30, 1942. - ceuummmmreococemmree oo eaemm et | 16,306 | 42,100 . 6 543,510.75

. Home Owners’ Loan Corporation,
C o Federal Farm Mortgage Cor-
: . poration, and eonsolidated Fed-

- eral farm loan bonds :

On hand June 30, 1941

275 1,216 $434, 650. 00

Received 42 150 57, 252. 50
.. Total to be aceounted for. ......_.....__._.. eememmemmemeeeaaas 317 1, 366 491, 902. 50
Settled by reissue, redemption, recovery, ornorelief._____.__________. 35 132 45, 052. 50
On hand June 30, 1942 . . ’ 282 1,234 446, 850. 00

1 Includes adjusted service bonds.

, Safekeepmg of securities—During the fiscal year transac’mons 1n'_
securities held in safekeepmg were as follows:

On hand Received and ’ - Onhand -

Tssues June 30, 1941 receipts issued Relgased . June 30, 1942
‘Public debt issues......... P, $5, 986, 958 206. 40 |86, 242, 850, 700 00 1%4, 321, 734, 000. 00 {$7, 908, 074 906. 40
Adjusted service bonds. 2, 050. 00 750.00 foccomoi oo 2, 800. 0
Insular securities. ..o _________ 6, 601 500. 00 403, 000. 00 550, 000. 00 6, 454 500. 00

Home Owners’ Loan Corpora-
4 (AT 1I0 1703 1 1o K TR Y 551, 000, 100. 00 50.00 551, 000, 050. 00 -

Total...ovoaot s 5,993, 561, 756. 40 | 6, 794, 254, 550. 00 | 4, 322, 284, 050. 00 | 8, 465, 532, 256. 40

Mutilated paper and redeemed currency.—Mutilated paper verified -
and delivered to the Destruction Committee consisted of 65,877,197 .
sheets and coupons, of which 64,245,029 sheets and coupons were re-

ceived from the Bureau of Engravmg and P11nt1ng and 1,632, 168
sheets from the Division of Paper Custody.

487543—43——10 !
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128 .RE'PORT'O’F THE SECRETARY OF THE TREASURY .

Redeemed currency, unﬁt for cir culation, counted and delivered to
the Destruction Committee during the year amounted. to 992,593,281 .
p1eces representmg $1,728, 725,657.83, dot&uled as follows

\'.

. Currency * Pleces : Face value
United States notes.....c........... i PN 50, 087, 629 a '$199, 692, 83000
Silver certificates. . /oo cooonoooiiiool eieaaen PRV, e iccaen ~.z| 942,337,833 1,525,122, 622. 00 .
Gold certificates. - . 162, 904 3,906, 310. 00
Treasury notes........ a-- 492 | 2,900. 00
“Fractional currency-. . - 4,423 -995.83 -
TOBAL. fecmeceemewmm e emcem o< <eoscoemsmmmamemmnecaeoamenieann| 992,503,281 | 1,728,725,657.83

In addition to the securities which were delivered to the Register of
the Treasury, the Division. canceled and" dehvered to the Register
1,921,463 coupons amounting to $270,181,345.82. “Of ‘these, 1,631,057
‘were’ pubhc debt: coupons amountlng to $229 089,269.87 and 290 ,406
amounting to $41,092,075.95 were coupons from secu11t1es of Govern-
ment c01p01at10ns and cr edit-agencies. .

Regzster of the Treasury

The Register of the ’lleasury conducts the final audit and has
custody. of “all Tetired. public debt securities, including interest coupons
and checks, and performs a like function with respect to the securities
of the Home Owners’ Loan Corporation, Federal Farm Mortgage
“Corporation, Federal Housing Administr at1on Reconstruction Finance:
Corporation, Federal ‘National Mor tgage Acsoclatlon "Commodity
“Credit Corporation, Federal Public Housing Authonty, and the con-
solidated obhcratlons of thie Federal home loan banks and the Federal
-land banks. The Register also retires bonds of the insular possessions
which are exchanged For other securities.

The- Register renders monthly certification to the 'Comptroller
" General of all public debt securities redeemed by the Treasurer of the
United States, and establishes credits due the Federal Reserve Banks

" and the Division of Loans and Currency for securities forwarded. by
them on account . of cxchanges 1eplacements transfers of registra- -
tion, etc.

The following statement sets f01th by class of security, the total
number and: face value of documents which were received by the
Register’s Office on account of transactions during the fiscal year 1942.
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¢

Summary of securities recewed by the Register of the Treasury on account of transac-
' tions, fiscal year. 1942

129

Bearer Registered
Security ]
Ty Pieces Amount Pieees - Amount
. Redeemed
Public debt securities: .
Postal savings bonds, et¢.. .. ... ... 28 $5, 900. 00 140 $287, 280. 00
Liberty loans.__...._.... 11, 322 2, 954, 900. 00 1,633 764, 100. 00
Treasury bonds. - 64, 051 89 900 750. 00 6, 689 7, 492, 600. 00
Treasury notes._ ... 44, 821 644 293 950. 00 303 887, 362, 000. 00
Treasury notes—tax series____.__ ... |oo oo feoo___.. 314,486 | 1, 124, 833, 125..00
United States savings bon 538,079 1 88, 561, 618. 50
Depositary bonds____.._.._ : 1 5, 000. 00
Adjusted service bonds._. 269, 386 13, 469, 300. 00
Certificates of- mdebtcdn S . : 961, 050.00 177 | 3, 526, 965,000, 00
’lreasqry bills_ oo 119,-519 7 183, 891 000.00 |- a
Treasury (war) savings securiti - 74,995 71 601. 00 1,948 25 235.00
Interest coupons. . ... .. ... 11, 282, 986 853 669 668.88 ||
Other securities: - . : i
Home Owners’ Loan Corporation: R
ODAS - e e caeaeeaaae 74, 562 843, 324, 300. 00 329 7, 935, 000. 00
Interest eoupons 1,363,024 51,749,573.65 [.__.____ N P
Interest cheeks_. - .. .| |-a- [ 5,906 2, 687 850. 00
Federal Farm Mortgage Corporation: .
120, 937 317, 623, 400. 00 11,249 8, 196,.100. 00
Interest coupons. . 1,227,496 32,697,286.07 | |eeie .
Interest checks ...l |e e 26,493 3,963, 658, 98

Consolidated Federal farm loans of the
Federal land banks:
Interest coupons. . ..o ...

. Interest checks..._... - L 156, 389 48
Federal Housing Administration:
Debentures. . 4, 637 3, 221,150.00
Interest checks. . 3,101

704, 544. 99

« Consolidated dcbentures ............ 6, 263 67, 329, 000. 00
Interest COUPONS. - ot oo ... 30,319 860, 419. 60
. Reconstruction Finance Corporation:
[0 7 RN SR, 45,459 | 1,093, 260,000.00 |._
Interest coupons. . ... . . _____ 227,459 16,777,650. 41 |.
.Commodity Credit Corporation: )
NOCES - - e e eee e ede e 21,171 406,752, 000. 00" |
‘ Interest coupons._ . ......_._._____._. 74, 694 4, 815, 287. 25
Federal National Mortgage Association .
interest coupons._ ... ... _.__.._. 24,615 . 1,495,710. 82
Federal Public Housing Authority:? ‘.
NOLES - oo oo eec e eaae e iaeae 8,396 | . 112,094,000.00 |.
Interest coupons. - . oo.oocoiooooo- 41,766 | - 1,710, 359.21 |.
Total ..o ... N 15,777,996 11,757, 382,699.77 | 1,198,881

Public debt securities:

- Treasury notes.

Postal savings bonds, etc..._._._._._____
Liberty-loans. .
Treasury bond

"5, 677, 629, 951. 95.

Retired on account of exchanges for other

securities, ete.3

$354, 640.00

.97, 200. 60

4,717,828, 850. 00
283, 534-300. 0

$4, 794, 700. 00

, 319, 000. 00
© 363,.357,000.00 -

.

* Preasiii’y notes— 4,473 150, 094, 025. 00+
United States savings bonds___ 115,003 | - 46, 606, 325.00
Depositary bonds. _............._ . , 000. 00
Adjusted service bonds__..__..___ R 670 33, 500. 00
Certificates of mdebtedness 09, 2 X 12, 050 000. 00

© . Treasury bills 1 106, 857 000. 00 .............................
First 3%4% Liberty loan mtenm certifi-
CAbeS i emimieeceean 7 1,000.00 |-coouom i icectaieaaa
Other securities: , :
Insular possessions loans. ... [OOSR ORI [ S 302 + 739, 000. 00
Home Owners’ Loan Corporation bonds. 61, 545 103, 849, 000. 00 2,151 130, 994, 000. 00
Federal Farm Mortgage Corporation
bondS. oo 36, 550 32, 128,400. 60 4,902 ' 6,828, 900.00
Consolidated Fedcral farm loans of the -
Federal land banks, bonds.._.._._._____ 21,273 51, 895, 400. 00 4,727 4, 393, 600. 00
Federal Housing Administration de-
BentUres. - oo el 1,182 896, 100. 00
Footnotes at end of table. ’
, ~
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130 ‘REPORT ‘OF THE SECRETARY OF THE TREASURY

Summary of securities received by the, Register of the Treasury on account of transac-
tions, fiscal year 1942—Continued

. Bearer Reéi'stered
R Becurity
Pieces " Amount Pieces Amount
, i Retired on account of exchanges for other securities, et¢.—-Con.
Other securities—Continued. ”
eral home loan banks, consolidated : N .
debentures........- J . 514 $2,605,000.00 | coomemorfomceccm i .
Recomstruction Finance - -Corporation .
1S 110§ 7T S PO 14, 083 111,-469, 000.00 |-
Commpodity Credit Corporation notes. . 7,383.| -~ 42,146,000.00 |-
. : Federa] National Mortgage Association )
.................................. : 575 3, 490, 000. 00
! Federal Public Housing Authonty notes 2. 1,187 4, 679, 000. 00

Total. o eeeeacme e cmneecaecacen 1,167,281 | 7,670, 191, 790. 00 225,170 [ $969, 126, 150. 00

Unissued stock retired

‘ Public debt securities:
Postal savings bonds, ete. ..o v oo coio|imemoicmao]ieccccmmacccmaan 3 $2,000. 00
Treasury bonds._..._.... 145,642 | $722,857,050.00 40,509 | 183,218, 650. 00
Treasury notes........... 90 510 781, 669, 800. 00 :

+ Treasury notes—tax series. ... ‘ 17,022 78,098, 725. 00
United States savings bonds. .. 3,117,452 | 1,135, 514, 000. 00
Adjusted service bonds_.__.____ - 14 700. 00
Certificates of indebtedness - - 81 No value
Treasury bills.. 780, 436, 000. 00 |. aeen -
Standard full-pai No.value
Interest coupons. ..o 2 966 546 385,297,521 78 | ceooecoanfcacieee oL

. Other securities:
Home Owners’ Loan Corporation:

32,354 | 148, 576, 300. 00 3 21, 000. 00
229,679 35,721,945.89 [.ocooeooes oL

Interest coupons

Federal Farm Mortgage Corporation:

: Bonds. .ol 208, 170 362, 937, 000. 00 10, 922 .368, 947 000. 00

. Interest cCONPONS. ..o oo eoon ... 170, 480 8,616,997.98 Jocoeoc oot ieieanaa
. Consolidated Federal farm loans of the

- " -Federal land banks:

f Bonds. .o el 1 5,000.00 |
JInterest conpons_..__.._ ... ___.___. 143,702 7,158, 438. 24
Federal Housing Admmxstratlon de- B
o771 1101 ¢ SRR ISP U AR
Federal homae loan banks: .
Consolidated debentures. ..____.___. - 6,117 34, 920, 000. 00
N Interest coupons 14, 542 749, 498. 75
Reconstraction IFinance Corporatxon R .
4 [ 31,213 599,884,000.00 |.oocoeoooo ool :
Interest coupons. . ... ... 63, 521 3,260,766.19 |- ool
Commodity Credit Corporation: : : .
NOteS - oo 11,133 107, 961, 000. 00 -
Interest coupons. ... .. ___....__.. 24,843 - 1,400,271.5¢4 |._..
Federal National Mortgage Assocw,tlon
otes. ... 9,930 39, 151, 000. 00
Interest coup 79,197 2,469, 457. 27
Federal Public Housmg Authority: 2 .
NOTS e oo oo e e e ceccaen 4,228 32, 965, 000. 00
Interest COUPODS . oo coodcccccaannn 9,167 811, 957. 20
Total. . iiieaa _ 4,276,817 | 4, 006, 909, 004. 84 3,186,074 | 1,765,859, 525.00
Recapitulation N ' .
Pubhlic debt securities: .
Postal savings bonds,ete.._.__....___.__ ! -1,187 $360, 540. 00 8,817 $5, 083, 980. 00
Liberty loans_..._._. .- 12, 556, * 3,052, 100. 00 1,633 764, 100. 00
- Treasury bonds. -1 1,120,205 | 5, 530, 586, 650. 00 130, 252 449, 030, 250. 00
Treasury notes. . 226 523 2 709 498 050. 00 329 | 1,250, 719, 000. 00

335,981 | 1,353, 023, 875.00

Treasury notes—tax serics. .
3,770,534 | 1, 2’70 681 943. 50

United Statessavings bonds. .

. Depositary bonds.......... 4 00. 00
Adjusted service bonds... 270, 070 13 503 500. 00
Certificates of indebtedness. . - 7,213 210, 218, 050. 00 261 | 3, 529 015 000.00 .
Treasury bills. ... ... ..l _.. 143,855 | 9,071, 184 000.00 |ocoooeama ] s et
First 3%% Liberty loan interim certifi- . . : .

- cates._.. 7 1, 000. 00
Standard full-paid interim certificates.. . 24, 488 N 0 value {.
Treasury (war) savings securities - 74, 995 1, 601. 00 |
Interest COUPONS . -t oo cmemmmmicamcacean 14, 249, 532 | 1,188, 967 190. 66

Footnotes-at end of table;
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Summary of securities received by the Register of the Treasury on account of transac-
tians, fiscal year 1942—Continued :

REPORT OF THE SECRETARY OF THE TREASURY

Bearer Registered
Security ;
Pieces Amount * Pieces Amount
Recapitulation—Continued
Qther securities:
Insular possessions loans. .. ... | oo fooo. 302 $739, 000. 00
Home Owners’ Loan Corporation: . ’
Ly Bonds. o iiiciiaa.- 168, 461 |$1,095, 749, 600, 00 2,483 138, 950, 000. 00
, Interest coupons. - 1,592,703 87,471,519.54 | ofae . R
Interest checks. ... .o .. ..o ] U P p 5,906 2, 687, 850. 00
Federal Farm Mortgage Corporation: ’ ’
ONAS. o en e e 365, 657 712, 688, 800. 00 27,073 383, 972, 000. 00
Interest coupons._ .. 1,397,976 4),314,284.05 |ocooomoooo o eai oo
- Imterest checks. .. oo oeome oo |eeccamem e fecee e aeeaae 26,493 3,963, 658.98 .
Consolidated Federal tarm loans of the .
Federal land banks:
Bonds. ... L.l 21,274 51, 900, 400. 00 4,729 4, 394, 200.00
Interest coup 1,057, 687 38,303,331 12 [cooooceo ocioicecaeeiee,
Interest cheeks. . ... oo oot 14,324 1,156,389.48 .
Federal Housing Administration:

Debentures._ oo el 5,885 4,176, 100. 00

Interest.checks. oo oo el 3,101 704, 544. 99
Federal home loan banks: N .

Consolidated debentures. ........... 12, 894 104,854,000.00 | uooeooo oo

Interest coupons. ... ........ S 44, 861 1,609,918.35 |- ccoccocmmec]ame i cccaeaaea
Reconstruction Finance Corporation:

Notes : 90,755 | 1,804, 613, 000. 00

Interest coupons 290, 930 20, 038, 416. 60
Commodity Credit Corpo

otes . . 30,687 556, 859, 000. 00

Interest coupon < 99, 537 6, 275, 558.79
Federal National Mortgage Association: |

NOteS . o oo eeceeeao o |10, 505 42,641,000.00 | .|
' Interest coupons. ... .o ooeo__ 103, 812 3,065,168.00 |- o emaeimcaea
Federal Public Housing Authority:? _j \

Notes_ -ooooooooo. e maam——- 13,811 149, 738,000.00 |- o | iiiiicecaaes
Interest COUPONS . o ococooocmacaaann 50, 933 2,522,316.41 ||l

Total. oo 21, 222,094 |23, 434, 483, 494.61 | 4, 610,125 | 8,412, 615, 626. 95

1 Represents audited figures through December 1941 settlement.
1942 settlements incomplete. .

2 Formerly U. 8. Housing Authority. .
-9 Pigures on United States savings bonds are incomplete.

Division of Public Debt Accounts and Audit

Receipts for January through June .

This Division maintains administrative control accounts for all-
official transactions in the public debt conducted by the various
Treasury offices and the Federal Reserve Banks as fiscal agents of the
United States, and also for transactions involving paper used for
printing public debt and other securities, United States currency,
stamps, etc., and miscellaneous securities and documents in the
Bureau of Engraving and Printing. Also included in the administra-
tive control accounts of the Division are transactions in bonds of
the Home Owners’ Loan Corporation and the Federal Farm Mortgage
Corporation, in consolidated Federal farm loan bonds of the Federal
land banks, in notes of the Commodity Credit Corporation, Recon-
struction Finance Corporation, and the Federal Public Housing
Authority, and in debentures of the Federal home loan banks and
the Federal Housing Administration, conducted by the Treasury and
Federal Reserve Banks, similar to those in public debt securities.
Numerous administrative audit functions are performed in connection
with the foregoing. The Division maintains control accounts for
various classes of unissued currency in reserve stocks of the Treasurer

.
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of the United States, and conducts administrative examinations and
physical audits of such unissued. stocks of ourrency and of cash
balances in custody, and of collateral securities held ‘in trust in the
offices of the Treasurer of the United States.

During the fiscal year, 98 audits were conducted, involving physical
counts of securities, currency, distinctive and nondlstlnctwe paper,
interest checks, etc., amounting to about $1,017,000,000 in face value

. and 104,538, 000 in number of pieces; an examination and audit of
117,200 OOO individual accounts of holders of registered bonds;.and an
audit of the numerical registers Involving an examination of 48,000
spaces representing bonds retired or outstanding. Other spemal '
-audits under instruétions of the Secretary of the Treasury were also
conducted. The increase in the number of individual accounts of
‘holders of registered bonds from 5,500,000 in 1941 ‘to 17,200,000 in
1942 was due to greater activity in transactions involving United
States savings bonds and resulted in a correspon(hng decrease in other
Caudits usually ‘made. .

The Division detelmlned and certified credits to the cumulative’
sinking fund and amounts in the'sinking fund available for expenditure .
from time to time, interest on all classes of- public debt securities-and -

-securities of various Government corporations and .credit agencies
which became due and payable on their respective interest-payment
dates, and the amount of each form of such securities and unpaid
interest outstanding each month: Tt prepared estimates of interest
* t0 become payable on public debt securities in future fiscal years, and of
expenditures -to be made on account of retirements for the sinking
fund-and other special accounts, and prepared statements showing the
accountability of Federal Reserve Banks for public debt and other
securities for the use of Federal Reserve Board examiners in their
periodical examinations of those banks. Numerous data pertaining
to public debt and other transactions for various 1nterested ofﬁces and . .
individuals were also compiled. .

Division of Savings Bonds

The Division of Saving Bounds is ‘charged with the distribution of
publicity literature in connection with the sale of United States
savings -bonds. During the year the Division maintained a plate
file of about 12,500,000 active and prospective purchasers to whom
savings bond hterature was sent at given intervals. The Division
also maintained a file of purchasers under the Regular Purchase
Plan, consisting of approximately 110,000 names of those to whom
memorandum statements were sent in advance of the purchase
periods designated by the purchasers, and approximately 8,000 names
‘of persons in the Navy, Coast Guard, Marine Corps, etc whose
purchases were made from salary’ allotments. Approumately 600,- .
000,000 pieces of mail were handled during 1942. -

A large volume of correspondence was carried on in reply to requests
f(ir information -concerning savings bonds and the regular purchase
plan,

\
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- : Division of Paper Custody

The Division of Paper Custody receives from the contracters. all
distinctive paper used in printing public debt obligations and paper
currency of the United States, Cuba, and the Philippine Islands; and

- issues such paper to the Bureau of Engraving and Printing against
orders to print. The Division also mamtains records of all receipts
a,ndl issues of Federal Reserve notes stored in the Federal Reserve
vault.

The following tables summarize the operations of ‘this Division
during the fiscal year 1942, '

Receipts and issues of dzstznctwe and nondistinctive paper, ﬁscal year 1942
[In sheets]

. On hand On hand
Kind Julyl, Received Tssued June 30,
' S 1941 . - 1942
DISTINCTIVE
United States currency and Federal Reserve notes. ... 19, 438, 687 |124, 042, 036 |130,.300,020 | 13,180,703
United States honds 2,766,159 | 39,214,634 | 34,300,902 7,679, 891
Cuhan currency._.._.. B - < 22,203 | 2,168,051 1, 100, 016 1,090, 238
Philippine currency-........ 655,393 |ooeoao.o. 471,300 184, 093
Total - o e 22,882,442 (165,424,721 (166,172,238 | 22,134,925
NONDISTINCTIVE ) )

Parchment; artificial parchment, and parchment deed .. 207, 520 471, 151 286, 336 392, 335
Philippine Islands postal card. .. ... __________..____ - . 9,189 49, 611 9,195 49, 605
Miscellaneous. . - -« oo oo 1,849,886 | 1,842,155 | 1,688,480 2,003, 561
) 7:) s 2,066,595 | 2, 362; 917 1,984, 011 2, 445, 501

Federal Reserve notes, series 1934, received and issued, fiscal year 1942

On hand July 1, 1941 - $2, 414, 600, 000

Received.... 4, 088, 420, 000
Total._ - -~ 6, 503,020,000

Issuci.._.__-.--.--.._............_ ........................................................ 4, 314, 320,000 -

On band Jumpe 30, 1942 - oo iiccicaeae V....._.__.._..._._._..'_7 2,-188, 700, 000

During the year 163,420,026 sheets of paper were counted prior
to issue to the Bureau of Engraving and Printing for authorized
work.

There were no transactions during the year in Kederal Reserve
notes, Series 1928, or in Federal Reserve Bank notes, Series 1929,
of which $2,813,100,000 and $450,800,000, respectively, were on hand.

Destruction Commiittee

The following table summanzes the securities (1nclud1ng redeemed
canceled currency) and miscellaneous items received from,the various
offices and destroyed -by the Destruction Commlttee durlntT the
year.
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Number and face amount of securities and miscellaneous ilems destroyed by the.
"Destruction Committee, fiscal year 1942 .

)
. Office making delivery, and items N%’ﬁgg of [ Face value
Division of Loans and Currency and Treasurer of the United States: ) . .

. United States notes 50, 195, 599 $200, 232, 230. 00
Silver certificates. 944, 466, 583 | 1, 529, 665, 472. 00
Gold certificates 162, 904 3 906 310 00
Treasury notes. .. 492. ; 0 00
Fractional currency 4,423 5. 83

0] Y N 994, 830,001 | 1,733, 807, 907.83
" Comptroller of the Currency, natlonal banks, and Federal Reserve Bank
agents:
National bank notes. . el 828, 016 11,.582, 632. 00
Federal Reserve Bank notes 621, 055 8 948, 160. 00
Federal Reserve motes . oo im e 107,884,421 | 1,373, 982 210. 00
L 17 eeeaeee, eeeee .| 109,333,492 | 1,394, 513, 002. 00
' Register of the Treasury: : . N
Principal pieces. -« ccoooocccinaoaa. PN 8,032,504 | 4,089,153,537. 42
CoUPONS.- - - e oo e e mm e mm——— e ————mm——— 2, 648, 492 325,734, 934.36
/ - ; . % A
Motal oo eeeeciao o R .- 10,680,996 | 4,414,888,471.78
Farm Credit Administration: - ' :
Prineipal Pleces . - - oo oo oo e mceaccaemgean 44,903 46, 889, 100. 00
(05111 573« - IR . 3,742,071 98, 060, 301. 57
T O8] e e e eeiccmec e ccmcecnccceene ‘3, 786, 974 . 144,949, 401. 57
. Bureau of Internal Revenue, miscellaneous StamMPS- «.ivee oo mcomeoooes|oemooeo . 780, 906, 413.43
Grand total. . oo emmeea e 1,118,631,463 | 8,469,065, 196. 61
Bureau of Engraving and Printing, registered proof sheets. o.ooomemmenoe 20, 281 o
Division of Loans and Currency: .
, For Bureau of Engraving and Printing—mutilated work (sheets)....| 36,027, 823%
'For Division of Paper Custédy—paper (sheets) ,632,
. Void coupons. ... ... s -l 28,217,050
Nondistinctive coupons: \ 156
(031 1:161 < TSR - 32,799
Treasury Archivist—Forms T .F J IR VR R, 10, 240
! ] R e 65,940, 51724 oo eaaee

. ‘ - TREASURER OF THE UNITED STATES

"Public moneys are received and disbursed through the accounts of
the Treasurer of the United States. Depositary accounts are carried
with several hundred designated Government depositaries. Checking
accounts with disbursing officers of the Government are maintained
on the books of the Treasurer. Funds appropriated by Congress for -
the use of the various departments and establishments of the Govern-
ment are advanced to disbursing officers as required through credits
to their accounts with the Treasurer, and disbursements are made by
checks drawn 'by disbursing officers against such accounts. The.
Treasurer is the official custodian of the public money; he is also
fiscal agent for the payment of the principal of and interest on the
public ‘debt, for the issue and redemption of United States paper
currency, for the redemption of Federal Reserve notes, Federal
Reserve Bank notes, and national bank notes,® and is treasurer of the
Board of Trustees of the Postal Savings System and trustee and
custodian of miscellaneous securities and trust funds. He acts as
. special agent for the payment of the principal of and interest on bonds
. and other obligations of the insular governments and of Government

corporations and agencies.

s Funds for the retirement of Federal Reserve Bank notes and national bank notes have been dep051ted -
in the Treasury.
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The figures in this report of the Treasurer (pp. 135 to 139) are on
the basis of daily Treasury statements (unrevised).”
© A comparison of the receipts and expenditures of the Government
for the fiscal years 1941 and- 1942, exclusive of postal revenues and
payments payable therefrom, is shown in the following tables:

Summary of recezpts and expenditures, general and special accounts, ﬁscal years
1941 and 1942

1941

1942

Increase or de-
crease. (—

ReCEIPES. oo e e

Deduct:
Net appropriations to Federal old-age
and survivors insurance trust fund .....

Net receipts

Expenditures:

Gross deficit. .o oo iicaios
Deduct: Public debt retirements_ ...
© Netdeficite..o.oooooeee. oomeeemoan

$8, 268, 512, 585. 50

661, 300, 733. 42

$13, 667, 914, 823. 84

868, 853, 202. 82

$5, 399, 402, 238. 34

207, 552, 469. 40

7,607, 211, 852. 08

12, 799, 061, 621. 02

5,191, 849, 768. 94

16, 214, 698, 804. 75
6, 301, 043, 165. 91
2 136, 286,103.94
1331, 173,957. 25

- 15,986, 225, 630. 43

1 26, 011, 065, 089, 39
18, 394, 391. 22
1380, 899, 986. 65

—228, 473,174. 32
19, 710, 021, 923. 48
154, 680, 495. 16
49, 726, 029. 40

12, 710, 629, 823. 97
64, 260, 500. 00

32, 396, 585, 097. 69
94, 722, 300. 00

19, 685, 955,.273. 72
30, 461, 800. 00

12, 774, 890, 323. 97

32, 491, 307, 397. 69

19,716, 417, 073. 72

5,167, 678, 471. 89
64, 260, 500. 00

19, 692, 245, 776. 67
04, 722, 300. 00

14, 524, 567, 304.78
30, 461, 800. 00

5,103, 417, 971. 89

19, 597, 523, 476, 67

14, 494, 105, 504. 78

1 Revised to basis of classifications in effect after June 30, 1942.

# Excess credits (deduct).

Summary of receipts and expendiiures, trust accounts

, elc., fiscal years 1941 and 1942

[y

1941

v

1942

JIncrease or
decrease (—)

Receipts: .
Federal old-age and survivors insurance
trust fund: -
Appropriations_ . ...l . e .ol __
Less: Relmbursemente to General
Fund. .o ooieciiiiieee

Net appropriations
Interest on investments............._.

B U N
Agricultural Marketing Administration._
Unemployment trust fund
Railroad retirement account
Allother ..o ieiaaaaos

Expenditures:?

Federal old-age and survivors insurance

trustfund.___ ... ..

Agricultural Marketing Administration. .
Unemployment trust fund..

Railroad retirement account. .

All othertd__._____________

$688, 140, 728. 28" $895, 618, 838. 82 ‘ $207, 478, 110. 54
26, 839, 994. 86 26, 765, 636. 00 —74, 358. 86
661, 300, 733. 42 868, 853, 202. 82 207, 552,.469. 40
55, 958, 278. 12 71, 006, 562. 23 .15, 048, 284, 11

717, 259, 011. 54
244, 024, 414. 25
1, 113, 922, 996. 42
126, 883, 857. 53
1435, 754, 981. 59

939, 859, 765. 05

. 331, 448,0633.75
1, 243, 587, 217. 14
143, 993, 058. 91
1531, 995 424. 86

222, 600, 753. 51
87, 424, 219. 50

129, 664, 220. 72 .

17,109, 201. 38
. 96, 240, 443. 27

2, 637, 845, 261. 33

3, 190, 884, 009. 71

553, 038, 838. 38

706, 841, 884. 66
217, 001, 988. 25
1,118,127, 110. 94
115, 773,.514. 47
628, 164, 368. 38

931, 314, 952. 20 |

336, 759, 089. 20
1, 243,142, 32820
143, 743, 910. 67

4,041, 428, 769. 62

224, 473, 067. 54
119, 757, 100. 95
125, 015, 217.726
27,970, 396. 20

3, 413, 264. 401. 24

2, 785, 908, 866. 70

6, 696, 389, 049. 89

3,910, 480, 183. 19

148, 063, 605. 37

3, 505, 504, 950. 18

3,357, 441, 344. 81

1 Revised to basis of classifications in effect after June 30, 1942.

2 Includes investments.

3 Includes net transactions in checking accounts of Government agencies, ‘ete.

The total public debt obligations outstanding on June 30, 1941,
were $48,961,443,535.71, and the receipts and retirements durmg

b I' or a description of the bases used in the tab]cs in thrs report and of the accounts through whlch ’I‘reasu:y

transactions-are effected, see pp.-387 and 388,
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the fiscal year 1942 were $37,164,349,683.56 and $13,703,348,103.05,
respectively, making $72; 422 445 116.22 of obl1gat1ons outstandmg

on June 30, 1942, an increase for the year of $23,461,001,580.51.

. The pubhc debt retirements chargeable agamst ordmary receipts
during the year amounted to $94, 792 ,300.00 and are included in the
total retirements shown above. Public debt retirements chargeable -

against ordinary receipts are classified as follows

Cumulative sinking fund._________ . ___________ LollllllL 875, 341 600 00
Forfeitures, gifts, ete..____ ... - 19 380 700. 00
Total_ . e 94, 722, 300. 00

“The amount of interest paid on the pubhc debt durmg the year is

classified as follows

Class of interest payment

Amount ’

- Interest coupons paid. ..l iiieiaoo. e e e ———aas $853, 562, 112. 84

Registered interest checks paid_...............o..o...... .l
Accrued interest paid in cash o obligations at redemption
Discount.on Treasury bills sold. . i iecaanan
Discount accrued on United States savings bonds. ... .o ioiiioiiioon
Interest paid on obligations, special series (transfer-counter warrant transactions)......

Total paid. . ...._..._.. O [ A, 1
1eSS repayments. - .o SO N R
Net payments. ... o..oooocoeeeoas '..'..............'._.....4........._.' .......... 1

170, 869, 713. 05
" 46, 500, 216. 14
4, 657, 069, 51
87, 535, 400, 15
104 939, 397. 02

1, 268, 063,:908. 71

7,978, 572.25

, 260, 085, 336,46

The number of pieces of public debt principal obligations examined,
verified, and redeemed during the year was 2,550, 245 as compared with
1,914; 738 pieces for the previous year. Checls in payment of interest

on the registered obligations of the United States verified

and paid

totaled 1,108,712 pieces, and the matured interest,coupons of Govern-
ment obhgatlons examined, verified, and pald totaled 11,284 699v

pieces.

-~ The gold holdings of the Treasury as of June 30, 1942, were 649,-
614,376 ounces 'Lmountmg to $22,736,503,160.69, valued at $35 an
ounce, an increase of 3,212,000 ounces and $112, 419 993.51 over the
previous year. The details of these gold holdings are shown in the
table on page 594 of this report. The increase in gold holdings was
made up as follows: Net acquisitions by mints and assay offices on -
account of imports, etc. (valued at $35 an ounce), $111,690,689.79;
received under the order of the Secretary of the Treasury of December

. 28,.1933 (paid for at $20.67+ an ounce), $430,744.03 ;. and increment
‘ resulting from reduction in the weight of the gold dollar, $298,559.69.
Paper currency of each class issued and redeemed during the year

and the amounts outstanding, including Treasury and Federal Reserve

Bank holdings on June 30, 1941 and ]942 were as follows:

Outstanding June 30 1942

| Outstanding ‘
'.C]ass Tune 30, 1941 Issued Refleemed Outside
' InTreasury| rpregsury
Gold certificates......_._ .|$2,879,505,809 | ... ... $3,019,680 |  $712,240 |32, 874,873,889 -

Silver certificates..... 1,928, 233,028 |$1, 448,084,000 (1,395, 458,800 | 12,738,163

United Statesnotes. ___ 346,681,016 | 185,276,000 | 185,276,000 | 2,096,305

1,968, 120, 065
344, 584, 711

Treasury notes of 1890. ... - 1,162,048 |. ... ... _.. 2,900 1,326 1,157,822
Federal Reserve notes. . ......... 7,001, 520,625 | 4, 303,470,000 |(1,514,263,760 | 42,678,543 | 9, 748 048, 322 :
.Federal Reserve Bank notes.___ 20,703,704 [, oeeeeocaaeaan . 1,727,740 153,032 8 822 932
National bank notes_.._.___.___. 151, 909, 100 [ 11, 572,058 383, 502 139 953, 540
» Total .. 12,‘329, 715,330 | 5, 936,830,000 (3,112, 220, 938‘ 58,763,111 |15, 095, 561, 281
Digitized for FRASER X : o -

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



REPORT OF THE SECRETARY OF THE TREASURY 137

United States paper currency shipped during the year from the
“Treasury in Washington to Treasury offices, Federal Reserve Banks -
and branches, and others amounted to $1,611,771,570, a decrease of
$272,534,189 over the previous year. The Treasurer’s Office directed
shipments of current silver and minor coins -between the United -
States Treasury, the United States mints, and the Federal Reserve
Banks and branches for use in public disbursements, etc., as follows:

Shipments Shipments, P
: from Treas- | from-mints to sggg&@“
Kind ury to Fed- | Treasury and | poae 9%
eral Reserve | Federal Re- S anie.
Banks and | serve Banks SCB’% auhs-
bramches | and branches | 30¢ Pranches

- Silver: ’
Standard dollars. i |eaeiiciaaaeas $19, 455, 340 $655, 000
Half dollars...._._ , . 25, 455 301 , 310,000
Quarter dollars 27 644 349 50,000
. DM . oo 23, 241 199 | 275,000 -
Minor: :

NiCkelS . oo icccmadcicicas A 10, 809, 450 15, 000
(o7 S 10,508,250 | _________ B

B 0] 7Y DI 459, 998 117,108,889 | 1, 305, 000

Shipments and transfers of gold coin and bullion and of uncurrent
silver and minor coins to the mints from the Treasury and the Federal
Reserve Banks and branches were authorized 1n the amounts of
$770,143.17 and 83,376,012.01, respectively.

' The proeceds of currency. rece1vcd into'the-Treasurer’s cash by the
Currency Redemption Division during the year amounted to $307,275,-
082, of which $209,731,840 was in Federal Reserve notes, $1,531,258 -
in Federal Reserve Bank notes, $11,512,635 in national bank notes,
and $84,499,349 in United States currency.

Canceled Federal Reserve notes amounting to $1, 295 ,367,000 were
received from Federal Reserve Banks and branches for credit of
Federal Reserve agents. These notes are not taken into the Treas-
urer’s cash because settlement therefor is made between the Federal
Reserve Banks and the Federal Reserve agents.

. Public moneys on deposit in designated Government, depositaries on
June 30, 1942, to the credit of the Treasurer and to the credit of other
Government officers amounted to $2,403,551,164 and $117,585,817,
respectively, including items in transit. The table on page 594 shows
the amounts,in the various depositaries on June 30 of the last two
years.

Principal obligations of Government corporations and agencies and
insular governments redeemed by the Treasurer during the year
amounted to $2,865,115,300; checks issued by the Treasurer in pay-
ment of interest on such reg1stered obligations paid during the year
amounted to $9,056,637; interest coupons on such obligations paid
amounted to $142 248 759 and interest paid ini cash when such obliga-

* tions were redeem. ed amounted to $12,821,708.

Funds vwere advanced to United States disbursing officers by .

accountable warrants issued in an aggregate amount of $42,200,581,- -
622. Warrants aggregating $19,151,508,895 were also issued cover-
ing public debt . transactions, Treasurer’s checks aggregating

- $536,651,598 were issued on settlement warrants in payment of claims
settled by the Comptroller General.
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Checks drawn on the Treasurer of the United States by disbursing
officers and agencies were paid during the year to an estimated num- .
ber of 131,600,000, of which 28,300,000 for emergency relief payments
were paid for the Treasurer by Federal Reserve Banks acting as his
agents.. The total number of checks paid during the previous year
was 131,851,141, including 49,183,138 checks for emergency relief

ayments paid through the Federal Reserve Banks. Thus, the num- -
Eer of regular checks increased during the fiscal year by 25 percent,
while the number of emergency relief payments decreased by 42
percent,. ' 7

Balances to the credit of ' disbursing officers and Government
agencies in 5,725, accounts on June 30, 1942, amounted to $10,087,-
282,582, an increase of $7,372,495,506, as compared with the total of
such balances in 3,900 accounts on June 30, 1941.

Payments to correct irregularities in negotiation of checks were
made in 1942 to the number of 5,734, amounting to $207,637, while in
the previous year the number was 8,665 amounting to $248,721.

Under the Check Forgery Insurance Act of November 21, 1941
(55 Stat. 777), the Treasurer of the United States is authorized to
make prompt settlements with payees of lost or stolen checks, which -
have been paid on forged endorsements, in advance of reclamation.
The act authorizes an appropriation of $50,000 to constitute a revolv-
.ing fund for this purpose. (See exhibit 60 on p.341.) From February
21, 1942, when the act became effective, to June 30, 1942, there were
31 instances in which early settlements were made with payees, the
amount involved being $1,164.88. Until - this legislation -became

" effective, the payee could not receive payment from the Treasurer -
until that officer had recovered from the endorsers the funds improp-
erly paid to other than the payee of the check. ,

Duplicate checks to the number of 18245 were requested by,

payees or endorsees during 1942, as compared with 15,937 during the

.previous year, the original check in each case having been lost, stolen,
wholly or partly destroyed,; or so mutilated or defaced as to impair
its value to the owner or holder.

Drafts in 34 different kinds of foreign currencies, aggregating
1,949 in number, were purchased during the year by the Treasurer
for various agencies of the Government at a cost of $666,419.

Commercial checks, drafts, and postal and express money orders,
aggregating 2,429,898 items and amounting to $603,240,624, were -
deposited by Government officers with the Treasurer of the United
States for collection. : . '

'The Treasurer is custodian of securities pledged for the safekeeping
and prompt payment of Government deposits in bank depositaries, of

- postal savings funds in depositaries designated to receive such funds,

and, under provisions of law or by direction of the Secretary of the /

Treasury, of various trust funds comprised of bonds and other obliga-
tions and of securities placed in safekeeping by various Government
executive departments and bureaus: The'face value of such securities -
held on June 30, 1941, and June 30, 1942, classified according to the
purpose for which held, is shown in the following table: . ‘
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Purpose for which held » June 30, 1941 | June 30, 1942

$34, 539, 375 $107,106,050
28,529,500 | - 24,061, 750

"To secure deposits of public moneys in depositary banks.
"To secure deposits of postal savings funds
~ For District of Columbia:

Teachers’ retirement fund ... .._..icoeaoaoooooiaaiiiii. 9,064, 750 9, 615, 250
Waterfund......._.._._... 1,773,000 1,773, 000
Other. .o iccciecaoois 70, 620 398, 620
United States savings bonds held for various deposxtors_ 10, 518, 400 15, 561, 800

For the Board of Trustees, Postal Savings System__..._ 1,138, 555,840 | 1, 134 004, 640
Jror the Secretary of War. ..o oo icacccccrccccman 9, 320, 330 10 370 330
For the Secretary of the Treasury:
Foreign obligations. . .. ... .. 12,072, 484, 757 | 12,072, 484,757
Obligations on account of sales of surplus property. 1 - 46,737,005 | , 46 737 095
Capital stoek and obligations of Government corpo: . .

_| v1,496,678,292 | 4,733, 763 451

r 2,623,720 2, 499, 288

For Federal Dep POT: 178, 746, 350 | 213, 746 350

- For Federa) Savings and Loan Insurance Corporation. 100, 034, 500 98, 034, 500
For Federal Farm Mortgage Corporation.............. 715, 229, 840 689, 116, 820

For AlieniProperty mvestment account, . 19,832, 056 20, 856, 447
Mlscellaneous .............................. eecccmccomaeaceaccccateccaann 116, 475, 107 122, 484,907

DO e e e e e et e e e e 15,981, 513,532 | 19,302, 615,05

r Revised.

° BUDGET AND IMPROVEMENT COMMITTEE

The Budget and Improvement Committee is responsible, under the’
direction of the Budget Officer, for the preparation and review of esti-
mates submitted by Treasury bureaus and divisions for annual or
deficiency appropriations. It is also responsible, under the direction
of the Budget Officer, for the investigation of administrative methods
and procedure in their relation to appropriation estimates and for
other investigations upon assignment by the Administrative Assistant

-to the Secretary. To facilitate the investigations, a Subcommittee
on' Investigations is assigned the responsibility for determmlng, :
through the inspection of field ‘as well as departmental activities, the
justification for proposed increases in appropriations and makes other
-8urveys upon a551gnment

. The review of appropriation estimates includes a thorough examina-
tion of the items by the individyal committee members to whom
respective bureaus or divisions are assigned. The entire committee
then conducts formal hearings at which the burcau or division heads, or
their representatives, present oral testimony in further support of the
estimates. The committee, after deliberation, submits its recommen-
dations to the Budget Officer for his guidance in determining the items
which should be approved for transmittal to the Bureau of the Budget,.

In addition to the regular estimates of appropriations for the fiscal
year 1943, supplemental and deficiency estimates aggregating
$747,355, 125 were received during the fiscal year. '

Reserves amounting to $5,824,455 were set aside from the ordlnary
appropriations for the fiscal year 1942 by ‘the bureaus and offices of
the Department. During the year, reserves amounting to $3,420
were released by the Director of the Bureau of the Budget after ap-
proval of the committee, leaving a reserve of $5,821,035 at the end of
the year. Of the approprlatlons made to the Treasury Department,
for the fiscal year 1943, $5,782,844 has been set aside as reserves for
savings and’ contingencies.
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For the ﬁscal year 1944, cstlmates aggregating $7,133,940, 312 were
approved by -the Dcpartmcntml Budget Officer and submitted to the
- Director of the Bureau of the Budcrct Such estimates included
© $188,745,805 for annual 'a,ppropriations; $340,352,750 for permanent
~and indefinite appropriations and special funds; $3,010,934,206 for
trust funds; $3,000,000,000 for interest on - ‘the pubhc dcbt and
$593,907, 551 for pubhc debt retirements chmrocablc ag‘unst ordlnaly
recelpts :

BUREAU OF THE COMPTROLLER OF THE CU\RREANCYl

The Bureau of the Comptroller of the Curréncy is responsible for
‘the execution of all laws relating to the supervision of national bank- -
_ing associations and all banks and building and loan associations in
the District of Columbia. The Bureau is also- responsible for the

liguidation of suspended national banks placed in charge of receivers.

Under the Emergency Banking Act of March 9, 1933, approval of the

Comptroller of the Currency is required for the issuance and. retire-

ment of preferred stock of national banking associations. Other

duties include those incident to the formation and chartering of new

national banking associations, the establishment of branch banks,
the consolidation of banks, and the conversmn of State ‘banks into .
natlonal banks.

Ohanges in the condition of active natwnal banks

Thc total assets of the 5,107 active national banks on June 30, 1942,
amounted to $44,719 mllhons an increase of $3,404 millions since .
June 30, 1941, when 5,136 banls reported. The deposits of the
active banks in 1942 totaled $40,659 millions, which was $3,308

. millions more than in 1941. Since the current ﬁguxcs exclude $439
- millions in reciprocal interbank demand deposits, reported gross on -
previous call datés, the increase in both deposits and in total assets’
on a comparable basis would be greater by that amount. The loans
and investments totaled $29, 545 millions, répresenting an increase
_ of $3,668 millions during the year.

The assets and liabilities of active national banks on the date of
each report from June 30, 1941, to June 30, 1942, are shown in-the
following statement.

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

\

t
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Abstract of reports of condztzon of active national banks on the date of each report
from June 80, 1941, to June 30, 1942 .

. [In thousands of dollars]

June 30, | Sept.24, | Dec. 31, Apr. 4, | June30, =
1941 (5, 136 1941 (5,131 | 1941 (5,123 | 1942 (5,115 | 1942 (5,107
banks) banks) banks) hanks) hanks)

ASSETS

Loans and discounts, including overdrafts_._} 10,922,483 | 11, 470, 256 11,7:51,792 11, 569, 311 | 10, 901,795
U. 8. rGovcmmcnt securities, direet

obligations_ _______ ... ___ ... ... 8,856,499 | 8,593,247 | 9,786,743 | 10,665,769 |-13,7299, 723
Obllgatlons guaranteed by U.-S. Govern- | * )
T U 2,279,453 | 2,534,541 | 2,286,300 | 2,116,310 | 1,629,260
Obhgatlons of States and political sub- ) :
QEVASIODS - - - e oo 2o 2,020,242 | 2,068,001 | 2,024,715 | 2,082,182 | 1,960,534
Other bonds, notes, and debentures. -.._._-| 1, 590 191 | 1,606,133 1,588,006 | 1,563,719 | 1,558,910
. Corporate stocks including stock of Federal |
Reserve Banks ... .o . 208, 409 203,946 | 201,735 197, 683 1904, 952,
Total loans and investments._.......... 25,877,277 | 26,476,214 | 27,639,300.| 28,194,979 | 29, 545, 183

Cash, balances with other banks including
reserve balances, and cash items in process

of collection_ __________.. ... ... 14,521, 658 | 15,142,138 | 15,001, 930 | 14, 410, 735 |1 14,316, 563
Bank premises owncd farniture and

BXEUTES o oo e ai e 592, 897 591, 544 590, 579 591, 922 588, 690
Realestate owned other than bank premises. 96, 568 91, 620 .81, 697 76, 910" . 72,494

Investments and other assets indirectly
representing bank premises or other real

[ 2 TR 61, 764 60, 629 54,036 53,445 52, 6526
Customers’ acceptances out- - R
standing_____ ... 49,977 39,492 40,139 34, 950 32,316
Interest, co t, and other . . . .
income earned or acerued but not collected. 61,469 65, 759 64,346 74,141 63, 594 -
Otherassets. - - ooeo i .- o 53,025 53,710 66, 207 59, 455 47, 509
T0otal 8SSCES -« o v e e 41,314,635 | 42, 521,106 | -43, 538, 234 | 43,496, 537 |! 44,718, 965
LIARILITIES
Demand. deposits of individuals, partner-
ships, and eorporations._____._.._.___.... 19,194, 051 | 19, 944, 103 | 20,480,952 | 20, 287,746 | 21, 945, 397
Time deposits of individuals, partner- ’ . :
ships, and corporations___..___....__.__._. 8,042,313 | 8,044,337 | 7,964,912 7,721,120 | 7,841,032
" Deposits of U. 8. Government, and postal
SAVIDES .« o oo cee i e e 540, 937 603,581 | 1,142,734 | 1,493,858 | 1,189,410
Deposits of States and political subdivisions.{ 2,529,179 | 2,578,267 |' 2,590,940 | 2,735,059 | 2, 741,720
Deposits of banks_ - _.__ ... ... .. 6,591,645 | 6,957,718 | 6,789,685 | 6,843,042 | ! 6,498,697
<+ Other - deposits (certified and cashiers’ !
checks, ete.) ... e icemeeeane 453,178 410, 314 585, 549 396, 668 442, 861

Total depoSits. «oooooeooeoem 37,351,303 | 38,538,320 | 39,554,772 | 39,477,493 140,659, 117

Demand deposits. . oo 28,836,824 | 80,041,996 | 31,108,009 | 31,309,194 |1 32,367, 109
) Time deposits._. 8,614,979 | 8,496,384 8,461,768 | 8,168,299 | 8,292,008
Bills payable, rediscounts, and other liabili- - .
ties for borrowed money.__...._._____.... 2,005 9,275 3,778 12, 270 2,014
Mortgages or ‘other liens on bank premi: . ) . .
-and other real estate.._..___.._. ... 59 59 67 99 76
Acceptances executed by or for aceount of ) -
- reporting banks and outstanding___..____ 59,379 45,931 47,558" 41, 277 37, 232
Interest, discount, rent, and other income .
collected but not earneQ................_. 55, 644 59,998 52,613 48, 508 42,042
- Interest, taxes, and other expenses accrued . o
and unpaid 56, 215 68,168 62, 570 74 779 73,567
Other liabilities. . 191, 889 171, 034 167,777 169 529 225,425
Total liabilities.. ..o oo oo .. 37,716,494 | 38,892,785 | 39,889, 135 | 39,823,955 | 141,039,473
R «° CAPITAL ACCOUNTS g
Capital stock (see memoranda below) ... 1, 523, 383 1,514,706 | 1,515,794 | 1,511,895 1,507,670
SUCPIUS - - oo e { 1,350,710 | 1,388,672 | 1,396,118 | 1,411,407

Undivided profits

521, 283 499, 081 515,127 515, 949
Reserves (see memoranda below)

241, 622 245, 552 249, 442 244, 466
Total capital.accounts_...._..._._._. 3,508,141 | 3,628,321 | 3,649,099 3,672,582 | 3,679,492

Total lisbilities and capital accounts. . 41 314,635 | 42, 521,106 | 43, 538, 234 | 43,496,537 | 1 44,718,965

-

1 Excludes reclprocal bank balance; of $439,310 tbousands, reported gross on prlor call dafes. C-
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Abstract of reports of condition of active national banks on the date of each report
from J une 30, 1941, to June 30, 1942—Cont1nued

{In thousands of dollars]

june 30, Sept. 24, Dee. 31, Apr. 4, | June 30,
1941 (5,136 | 1941 (5,131 | 1941 (5,123 [ 1942 (5,115 {1942 (5,107
banks) banks) banks) banks) banks)

MEMORANDA

Par value of capital stock:

Class A preferred stock 171, 260 159, 527 155, 547 147, 254 139,“328
Class B preferred stock 13,181 13,008 12, 983 12,745 12,451
~ Common stock........ 1,340,705 | 1,343,743 | 1,348,834 |- 1,353,386 1,356,521
B 11 7Y (SRR 1,525,146 | 1,516,368 | '1,517,364 | 1,513,385 | 1,508,900
Retirable value of preferred capital stock: . ' T )
Class:A preferred st0cK. .o .ococooooo. 219, 908 207,724 202,908 | - 191,862 184,343
Cliss B preferred stock................. 15,129 15,046 14,948 |~ 14,693 | - 14,399
U003 7Y O R 235, 037 222,770 217, 856 206, 555 198, 742
Reserves:
Reserves for dividends payable in com-
mon stock. ... 6,667 6, 187 f 8,612
Reserves for other undeclarcd dividends._ < 8,494 241 692 8, 155 - 249, 442 4, 418
Retirement account for preferred stock._ 20, 503 4 19, 312 ’ 18, 658
Reserves for contingencies, etc...._._.._ 204, 628 . 211,898 212 778
Total...ocoooo L 240,292 241, 622 245, 552 249, 442 -244, 466

Pledged assets and securities loaned:

U Government obligations, direct
and guaranteed, pledged to secure . !
deposits and other liabilities.......... 2,673,112 | 2,787,388 | 3,374,484 | 3,801,844 | 3,801,926

Other assets pledged to securc deposits | .
and other liabilities, including notes
and bills rediscounted and securities

sold under repurchase agreement. ... 601,405 580, 382 635,813 595, 492 542,287 -

Assets pledged to qualify for exercisc of
fiduciary or corporate powers, and for
purposes other than to secure liabili-

B8+ oo 100,882 | 101,866 94,481 94,116 | 92,981
Secu.rmes loaned...___ [ 19, 344 27,152 17,518 23,733 20, 942
L eewo| 3,304,743 | 3,496,788 | 4,122,206 | 4,515,185 | 4,458 136

Secured liabilities: .
Deposits secured by pledged assets
pursuant to requirements of law_._____ 2,746,217-| 2,802,808 | 3,462,951 | 3,840,459 | 3,529,848
Borrowings seeured by pledged assets, o],
including rediscounts and repurchase X
Agreements - o ..o oo e 1,984 8,613 3,096 10, 006 1,965
Other liabilities secured by pledged = .

BSSEES e mecceecmmnmmmmammmenmm e 521 549 | 612 424 517,

L7 DU 2,748,722 | 2,811,970 | 3,466,659 | 3,850,889 | 3,532,330

Summary of changes in the national banking system

The authorized capital stock of the 5,109 national banks in existence -

on June 30, 1942 (including 2 banks that had discontinued business,
although not in formal l1qu1dal,1on), consisted of common capital stock
avgrcgamng $1,357 millions, an increase during the year of $16 millions,
and preferred capital stock aggregating $153 millions, a decrease
during the year of $33 millions. . The total net decrease of capital
stock was $17 millions. During the year charters were issued to
6 national banking associations-which had common -capital stock
aggregating over half a million dollars. There was a net decrease of
32 in the number of national banks id the system during the year by
reason of Voluntary liquidations and 2 receiverships. -
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Changes in the number and capital stock of national banks during
the fiscal year 1942 are shown in the following summary. '

Organization, capital stock changes, and liquidalions of nalional banks, fiscal year
19 :

Capital stock

Number
of banks ] )
: Comuioh Preferred
‘Charters granted. .. ..o ooeoeeooo. 6 $542,089
TIncrease of preferred capital stock: :
4 banks, hy issues of new preferred capital stoek. .| |eeiaas
Increase of common capital stock: .
29 banks, by regular increases_......__ N e 5, 886, 775
638 banks, by common capital stock dividends._ 15, 305, 485
3 banks, by conversion of preferred capital stock _ 180, 200
2 banks, by consolidation under act Nov. 7, 1918, asamended. 125, 000
POtAl INCTEASES - - - o oo oo o oo - 6 22,039, 549 425,000
‘Voluntary liquidations_ .. .. ool 36 4, 954,000 1, 691, 500
Receiverships. ool - 2 90,000 70, 000
Decreases of capital stock: . . ,
10 banks, by reduction of common capital stock. . 622,500 | . _______
922 banks, by retirement of preferred capital stock. .. ___ I R 31, 708, 825
1 bank, by decrease of par value of preferred capital stoek. . .- |- ..o oo oieoL...C 111, 375
T 0ba] A@CTASES - -- - o o ameeemommmc i eeemmenn 38 5,666,500 | 33,581,700
‘Net changes duringthe year. .. ____ —32 +16, 373,049 | —33, 156, 700
‘Chartersin force June 30, 1941 oLl _.ooo_- 5,141 1, 340, 140, 866 186, 043, 967
Charters in {force June 30, 1942___ ... ..... 15109 | 1,356,513,915 152, 887, 267

1 This figure differs from that shown in the table on p. 141, Banks that héve dis‘éontinued business al-
though not in formal liquidation do not submit reports of condition but are included in this table.

BUREAU OF CUSTOMS
. Collections ‘

After 2 years of successive increases, customs collections of
$390,059,109 in 1942 were six-tenths of 1 percentless than thosein 1941.
Monthly collections in 1942 fluctuated within narrow limits, but for
each of the first 7 months of the fiscal year they were larger than
for the corresponding months of the previous year, so that at the end
of January 1942 collections amounted to $239,654,659, and were 24.8
percent greater than for the first 7 months of the fiscal year 1941.
During the last 5 months of 1941, however, customs collections had
risen very sharply due to largely increased importations of unmanu-
factured wool and of certain metals. During the last 5 months of
1942, on the other hand, collections averaged $4,000,000 per month
less than during the first 7 months of the year which resulted in
collections of only $150,404,564 from February to June 1942, inclusive,
as compared with $200,270,039 during the corresponding months of
1941. The types of collections during each of the past 2 years are
shown in the following table.

487543-—43——11
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Customs col?ectiéns‘ and refunds, fiscal years 1941 and 1942

' : [On basis of accounts of Bureau of Customs)

ol COTLI LI e o et D

: Percentage
Typo - 1941 1942 increase or
: decrease (—)
Collections:
. Duties: ’
"Consumption entries. - ...ooooocoioioooio.. $210,724, 762 | $195, 296, 996 -7
Warehouse withdrawals.. _| 173,976,473 186, 298, 749 7.
. Mail entrfes. ... 1, 260, 477 889, 800 -—29.
.Baggage entries. 310, 343 252, 672 -18.
Informal entries. 692, 847 '655, 448 -5,
Appraisement entr: 82,536 118, 237 43.
Increased and additional duties . 4, 089, 543 5,084, 673 24,
Other duties................. S 183, 522 204, 258 11
, Total duties. .o eemm e ciiaae 391,320, 502 | 388, 800,833 -
Miscellaneous:
Fines and forfeitures. .o oo oo e oooles 612, 044 524, 602 —14.3
Liquidated damages. . - 106, 997 110, 567 3.3
Sale of SeIZUreS. - - - oo o de i 30,182 13,235 | - -~56.2
* Sale of Government property, unclalmed and abandoned
merchandise : 50, 211 128, 986 156.9
Torinage tax and navigation fee! -- 370,759 . oo
All otber customs receipts. _ . 110,127 -2.7
Total miscellaneous. . . - eccaenn oo 912, 651 1, 258, 276 37.9
Total customs collections - oo ooeoociao oo 392,233,153 | 390, 059, 109 —.6
Refunds: L
Excessive duties. ool 8, 503, 960 4,900, 037 —42.4
Drawback payments. 16, 932, 341 16, 295, 119 : -3’8
Other. o e e 20, 047 44, 460 121.8,
Total refunds.._._...... . 25,456,348 | 21,239,616 —16.6

1 Excludes customs duties of Puerto Rico, which are deposited to tbe credit of the government of Puerto
Rico, but includes fines and other minor collections of Puerto Rico.

Dutles on warehouse withdrawals increased substantially over the
previous year but this increase was more than offset by the decline in
duties on consumption entries. The increase in duties collected -on
warehouse withdrawals was due chiefly to the greater quantity of
imports of wool and sugar, commodities which are usually placed in
customs bonded warehouse upon arrival in the United States and are
withdrawn only as needed for use in manufacturing or for direct con-
sumption. Importations of those cormmodities which are not usually
warehoused, on the other hand, were considerably curtailed as a result
of the further spread of hostilities. -

Almost four-fifths of the duties collected during 1942 were reported'
by nine customs districts, two of these, New York and Boston, collect~
ing 55 percent. Collectlons in three Pacific seacoast dlstrlcts Los
Angeles, San Francisco, and Oregon, declined from the previous year.
. Diminished collections were also reported in all of the Gulf coast dis-
tricts except Mobile and in all the South Atlantic districts except South
Carolina. Collections increased in all of the North Atlantic districts
except New York and in all of the Canadian border districts except
Rochester and Montana. Among the-interior districts, only Minne-
sota, Indiana, and Tennessee reported increased collections.

Volume of business

In order to present statistics of the volume of customs business
which are analogous to collections, the data which follow are limited
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.to the area in which all collections are turned into the Treasury of the
United States. Since all customs receipts in the Virgin Islands and
all except fines and other minor collections in Puerto Rico are deposited
to the credit of those respective governments, none of the data for the
former district and none except those on seizures for the latter district
are included below.

Entries of merchandise.—There was a decline in the number of
all types of entries of merchandise, except informal entries, during
1942, thus continuing the trend begun in 1939. The increase in the
number of informal entries was particularly noticeable in the customs
district of Maine and New Hampshire and in the three eastern dis-
tricts along the Mexican border. The number of entries of mer-
chandise during the past 2 years is shown in the following table.

Number of entries of Merchandise, Sfiscal years 1941 and 1942

. Percentage
Type . ¢ 1941 1942 increase or

R . decrease (—)
Consumption entries...... - 389,125 365,216 —6.1
‘Warehouse and rewarehou: - 62,914 51, 059 —18.8
‘Warehouse withdrawals_ . - 327, 707 249, 995 -~23.7
Mail entries_ ... 294, 513 258, 482 -12.2
Baggage entries. ... - 465, 011 391, 161 —15.9
Informal entries______.__ - 179, 328 202, 600 . 13.0
Appraisement entries. . _- 12,177 9, 925 —18.5
Allother. e S, 644,192 603, 101 —6.4
Total . .eoeen-- e meeae 2,874,967 2,131,539 —10.2

Vessel, airplane, and highway traffic.—Contrary to the tendency
during the previous fiscal year, traffic crossing the border increased in
1942. The only traffic declines appeared in the number of ferries and
passenger trains entering the United States and in the passengers
arriving by vessel from abroad. The following statement covers the
leading classes of traffic for the last 2 years.

Number of vehicles and persons entering the Uniied States from abroad, fiscal years
1941 and 1942

. . Percentage
Kind of entrant 1941 1942 increase or
. : decrease (—)
Vehicles: ) : .
Automobiles and busses 8,910, 950 9, 446, 396 6.0
Documented vessels. _ 33, 4 33, 981 : 1.6
Undocumented vessels .20, 821 25,279 21.4
Ferries_ ... ... 86,818 81, 544 —6.1
Passenger trains. . 32,155 31,945 —.7
Aireraft...__._. - 10, 565 13,867 31.3
Other vehicles. ..o cameeae 395, 761 419, 612 6.0
Passengers by: R
Automobiles and busses_ - .- _._.____..________._. S, 23, 525,373 25, 706, 441 9.
Documented vessels_ .. : : 443, 238 305, 190 —31.
Undocumented vessels.. 73,804 81,182 © 10,
Ferries. ....... 1,475,719 1,754,037 18.
Passenger trains ,416 | . 1,111,863 30.
Aircraft. __.__ 93, 969 133,715 42,
Other vehicle: 1,611,237 1,848,857 14.7
Pedestrians 7,933,828 9, 320, 250 17.5
Total passengers and pedestrians_ . ... oo 36, 009, 584 40, 263, 535 11.8
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Airplane traffic on international lines continued its expansion, show- |
ing for the eleventh coisecutive year an increase in the number of air-
planesused. Thenumber of passengers arriving by air from abroad
was 42 percent larger than during the preceding year. Almost two-
fifths of the airplane passengers who reached the United States on the
international lines arrived in the Florida customs district, most of these
at the port of Miami.- Large gains over the previous year were also
recorded at.Detroit, Mich., Buffalo, N. Y., Great Falls, 'Mont.,
Bangor, Maine, and Fairbanks, Alaska. Airplane traffic at Miami,
Fla., Brownsville, Tex., Los Angeles, Calif., Juneau, Alaska, and
Seattle, Wash., also increased substantially. The following table
shows the number of airplanes and airplane passengers entering the
United States during the past 2 fiscal years. »

Number of airplahes and airplane passengers entering the United States, fiscal years
: 1941 and 1942 :

! : : ; 1 Pcreentage increase .
Airplanes Airplane passengers or decrease (—)
District
1941 1942 1941 1942 Airplancs | Passenger .
Northern border: .
Maine . - e 314 659 481 1,990 109.9 313.7
Vermont. . 1,667 1,525 11,089 | -~ 13,554 -8.5 22.2
New York 853 1,639 | 11,204 | 19,692 92.1 75.8
Maryland _ 41 26 575 552 —36.6 —40
Rochester 23 - 30 57 92 30.4 . 614
Buflalo 218 1,122 621 4,436 414.7 614.3
Michigal 149 641 305 5,399 - 330.2 1,670. 2
Dakota. 712 775 3,573 3,958 8.8 10.8
‘Washington._ 1, 530 1,349 4,428 7,224 ~11.8 . 63.1
Montana. . ... 63 361 353 1, 996 473.0 465. 4
Other districtS- - ccoooocnoaeamnas 70 128 210 413 82.9 96.7
[T D S 5,640 8,255 | 32,896 | 59,306 46.3 80.3
. Southern border: :

I I T I

San Diego. - g =71 —93.
o i 13 33 6. —71 51’5
25 21 42 35 1 ~16.0 —16.7
. 917 1,024 9,483 13, 487 11.7 42.2
1,199 1,355 11, 651 16, 232 13.0 39.3
1,048 1,286 3,781 6,197 2.7 '63.9
76 38 965 673 —350.0 —30.3
; 2,602 2,933 44, 676 51,307 12,7 14.8
R ) B . 3,726 | 4,255 | 49,422 58,177 14.2 17.7
Grand total. oo oooeoeoeo. 10,565 | 13,867 | 93,969 | 133,715 313 ’ 42.3

War activities.—Prior. to December 7, 1941, numerous problems

" arose regarding the interpretation and enforcement of the Neutrality
Act of 1939 and other laws relating to neutrality and national defense.

~ Subsequent to that time, most of the special problems confronting the
customs service were those in connection with the prosecution of the
war. Among these were the handling of communications or corre-
spondence coming into or going out of this country by courier or
otherwise than in the regular course of the mails, the seizure of Italian
and German vessels for violation of the so-called Espionage Act of
June 15, 1917, and the changed procedure due to importation and
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exportation of merchandise by various governmental agencies for use
in national defense or belligerent operations. '
Movements of the armed forces which caused United States per-
sonnel to be stationed abroad resulted in legislation for the purpose of
_relieving such individuals from certain liabilities for customs duties.
The authority vested in the Secretary of the Navy to make emergency
purchases of war material abroad without payment of duty on impor-
tation into the United States was extended by Executive order of the
President to the Secretary of War, Secretary of Agriculture, Secretary
of the Treasury, and the Board of Directors of the Reconstruction
Finance Corporation, and the procedure for facilitating the customs
clearance for shipments made under this authority was set up.
Supervision continued over exports to enforce export licensing
requirements for strategic materials and to control shipments to
blocked nationals. The volume of work connected with exports ‘is
partially indicated by the 4,444,801 export declarations which were
filed in 1942 compared with 4,397,350 in 1941. An examination of
each of these more than 4 million documents as well as the actual
shipments was required to enforce the Export Control Act.
Drawback transactions.—A largéer number of drawback entries was
received In 1942 than in the preceding year but the amount of draw-
back allowed decreased by $2,109;930. The actual payments were
considerably in excess of the total allowed under the various pro-
visions of the Tariff Act of 1930 due to the payment during the cur-
rent year of vouchers certified during the previeus year. More than
99 percent of the drawback allowed consisted of drawback on mer-
chandise manufactured from imported materials, the most impor-
tant of which were copper, sugar, lead, and zinc. The number of
notices of intent to export with benefit of drawback during 1942 were
50,515 fewer than during the previous year. A comparison of these
transactions during the past 2 years 1s presented in the following

table.
Drawback iransaciions, fiscal years 1941 and 1942
N . Percentage
Transaction . . 1941 | 1942 increhse or.
. decrease (—)
Number . Number .
Drawback entries received....__.____.___________________ 19, 573 22,112 13.0
Drawback notices of intent: .
Originating in the distriet.. .1 . ...l 251,978 201, 464 ~20.0
Received {rom other distriets. . ___._________ - 143, 474 121, 670 —15.2
Forwarded to other districts for disposition..._ 133, 507 114, 437 —15.5
Certificates of manufacture received...___..._.___.___ - 12, 409 14, 839 . 19.6
TImport entries used in drawback liquidation - 23,106 17, 286 —~25.2
Certificates ol importation issued. ... .. ______._____. 6,073 6, 416 6.1
Drawback allowed: : Amount Amount
Manufactures from imported merchandise_...________ $16,790, 804. 02 | $14,739,192.73 —12.2
Duty paid on merchandise exported from continuous .
customs custody. ... i ... 51,109."96 11, 404. 62 —77.7
Merchandise which did not conform to sample or .
specifications and returned to eustoms custody and
exported. . ... 35,476. 88 17,296.71 —51.2
Imported materials used in construction and equip-
ment of vessels built for foreigners. ... ... ._...._... : 353,77 | e e
Salt used in curing fish_ .. ... 3,287.63 3,207.83 —2.4
Total drawback allowed - ... .. ..o ......_ . 16,881,032.26 | 14,771,101.89 —12.5
Internal revenue refund on account of domestic alcohol. . s 217, 230. 98 285, 733. 26 315
LT 17,098, 263.24 | 15,056, 835. 15 —11.9
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The following table shows the principal commodities on which
drawback was paid.

Principal commodities on which drawback was paid, fiscal years 1941 and 1942 . -

. . . Percentage -
Commodity w 1941 1942 increase or
decrease (—)

$2,449,215.16 | $5,725, 523. 23 133.8

_Copper.

Sugar... 5,673,168. 36 2, 667, 573. 87 -53.0

gs 683, 466. 33 1,033, 201. 36 51.2

Zinc ore and blocks. . 666, 797. 55 855, 047. 21 28.2
Petroleum, crude. ... - 593, 975.91 465, 993. 14 —21.5
Aluminum, crude. .| - 883,653.60 446, 148. 10 —49.5
Nickel. ... . 240, 899. 90 445,528.00 § . 84.9
Manganese. ... ... - 286, 921. 49 399, 253. 96 39.2
Raw wool and mohair..__ -l 1,893,899.80 377, 923. 56 . —80.0
TuDngsten Ore. . ----------- - 587, 931. 04 324, 229. 70 —~44.9
Tobacco, unmanufactured. - 237,122.12 202, 301. 68 : —14.7
Bauxiteore ... - 37, 426. 49 170, 358. 24 355.2
Burlap.....coco__... - 262,'375.75 151, 367. 91 ) —42.3
Motlon picture films_ 238, 020. 62 141 914. 51 —40. 4
Flaxseed._...~ 831,033. 28 134 350,19 —83.8 .
Soybean oil. .. 146, 930. 89 105 750.78 —28.0

Protests and appeals.—A smaller number of protests were filed during

1942 than during the previous year, due, in part, to the decline in

, imports of those types of goods which involved difficulties'in classifica-
tion and, in part, to closer supervision by the Bureau over the classifi-

cation of merchandise. The number of appeals for reappraisement, on

the other hand, more than doubled, a condition due to fluctuating mar-

ket values and to the difficulties encountered by appraising officers in

* ascertaining the correct foreign value of imported merchandise. . The
following statement shows the progress of this work during the past

2 years.
Number of protests and appeals, fiscal years 1941 and 1942}
! A
Percentage
Status ' 1941 1942 increase or
’ decrease (—)
Protes|
Flled with collectors by importers. 35, 589 23, 481 —34.0
Allowed by collectors_..-......___ 1,002 1,342 33.9
Denied by collectors and forwarde 31,479 21, 202 -~32.6
Appeals for reappraisement filed with collectors 3,266 7,783 138.3

Law enforcement activities

Seizures.—There was a larger number of seizures during 1942 than
in the preceding year, every type of seizure except narcotic seizures
being more numerous. The value of goods seized by customs officers
was also very much larger than in 1941. Much of this increase in
value was due to the inclusion as customs seizures of the value of
certain foreign boats and cargoes some of which, prior to March 1,
1942, would have been classed as seizures under Department of Com.
merce laws. However, merchandise and vehicles seized showed a
decided increase in value. Two seizures of precious stones alone in
1942 were valued at $831,273.

. Narcotic seizures, although fewer in number, were valued at almost
twice as much as in 1941. This ‘was the second successive year to
show a decline in the number of narcotic seizures accompanled by a

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



REPORT OF THE SECRETARY OF THE TREASURY 149

pronounced increase in their value. The quantity of seized narcoticé
during 1942, however, was considerably smaller than during the previ-
ous year, 3, 161 ounces of marihuana and 920 ounces of other narcotic
drugs bemg seized in 1942 as compared with 8,589 ounces of marihuana
and 4,011 ! ounces of other narcotic drugs during the previous year.
Customs seizures in the Southwest districts indicated that there was
a continued trickle of marihuana into the United States although most
of the seizures were of no great importance. :

Liquor seizures, although increasing numerically, showed only a
small increase in quantlty and an actual decrease in value.

The number and principal types of seizures made by the Customs
Service and other governmental agencies during the past 2 years are
shown in the following table. .

Seizures for violations of th‘e customs laws, fiscal years 1941 and 1942

. - Percentage
Seizure . 1941 1942 increase or
decrease (—)
Merchandise: :
Number. e 4,223 4,619 |. 9.4
Value K
Jewelr y, precious metals and stones, watches and
o 3:1 o 2 S PN $462, 029 $1, 340, 759 190.2
‘Wearing apparel and luggage.__. - 47,432 25,145 —47.0
( Toilet articles and medicine...__ - 5,009 6,747 34,7
. Textiles and raw wool .. ....__._ 229, 130 182, 365 —20.4
Furs—skins and manulactured.. 23, 29, 588 24.1
Edibles and farm produce. ... 8,719 28,024 221. 4
House [urnishings, including r 27,179 51,187 1 88,
Guns and ammunition. 02 607
Hardware. ....cocoooooeeann 3,027 2,798 7
Cameras and other sport gbods.. 5,346 9,177 71
Books and stationer’s supplies. .. 2,358 2,222 —5
Cigars, cigarettes, and tobacco..._ 4,825 4,768 -1
Prohibited articles......_.________ 11,849 7,473 —36.9
Livestock, etc. (excluding horses). 12,982 4,429 —65.9
Colors, dyes, ete. .. 903 20, 569 2,177.9
Lubricating oil. . oL 61,210 | ool
Cargo of selzed vessels. - . oo s 2,980,901 | . _...____
Miscellaneous. . oo oo e cce e 8,821 19, 439 125.5 -
Total value of merchandise........_.._._....._. 853, 860 4,777,406 459.5
Prohibited articles: N
Obsecene, number 433 558 28.9
Lottery, number 150 351 . 134.0
Narcotics:
789 - 503 T—24.8
$43,821 $34,162 92.1
2,778 3,174 14.3
3,793 3, 862 . 1.8
$38, 154 $37,826 -9
$246, 232 $13, 364, 566 5,3827.6
) 8,373 9, 295 11.0
$1, 182, 067 $18, 268, 960 1,445.1

In addition to the goods that were seized, claims aggregating
$12,485,911 were initiated by the customs service against importers
in connection with various irregularities and frauds which did not
necessitate a seizure or were discovered after the goods had gone
into consumption.

The following table presents the record of customs seizures classi-
fied according to the various agencies which were instrumental in
apprehending violators of customs laws.

1 Revised.

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



150 REPORT OF THE SECRETARY OF THE TREASURY
Seizures and arrests for violations of customs laws, classified according to agencws
‘ parlicipating, fiscal year 1942
Seizures
Lot-
Total ‘Narcotics Liquor tery Merchandise
and
ob-
N N N Scene, N -
: um- um- um- num- | Num- |
: bert | Value | TpeT| Value ) Tyo T Value The T | Tper | Value
Customs Agency Service: [
Investigative Unit_.____ .330 |81, 755, 407 11 $576 3| .%210 7 309 (81, 328, 065
Enforcement Unit. . _. 349 74, 53 35 | 26,022 76| 6,130 [___._.. 238 , 266
Customs Scrvice, exclusive : !
of Agency Service...... +._.| 8,480 |16, 414,911 526 | 56, 578 | 3,048 128, 965 902 | 4,004 | 3,437,512
Total Cutoms Service. 9,159 |18, 244, 855 572 | 83,176 } 3,127 {35,305 009 | 4,551 | 4,774,843
Immigration. . __.o.o.._.... 74 3,520 9 213 34 11,800 [-...... 31 491
Customs Service assisted by .
other Services o cveeecerann 27 4,989 9 770 | 9 659 ...... 9 170 -
Other Federal and local :
ofﬁca*s _____________________ 35 10, 596 3 3 4 62 |..._.. 28 1,902
’ Grand total oooooo.. 9, 295 18, 233, 260 503 | 84,162 | 3,174 37,826 909 | 4,619 | 4,777, 406
\ .
- -
Seizures—Continued
Total Boats Automobiles Airpianes Horses
value Num-
boats, ber
) automo- of
biles, N N N Num: | arrests
air- um- um- Num- Num-
planes, ber Value ber Value ber Value ber - Value
an
horses .
" Customs Agency Service: b
Investigative Unit.. ... $426, 556 51 $409,431 44 |$17,075 | ___[-_____ 1| $50 33
Enforcement Unit_.___. 33,119 12 898 90 | 28,994 1 | $500 71 (2,727 159
Customs Service, cxclusive
of Ageney Service........ 12, 891, 856 42 112,840,250 | 113 | 47,781 1 {2,300 14 |1,525- 180:
Total Customs Service. {13, 351, 531 59 113,250,579 | 247 | 93,850 2 |2,800 86 4,302 372
Immigration. . _..ooocoooee- ,016 7 31 5 980 oo |ecaoan 1 5 54
Customs Service assisted . .
by otherservices...._.-.-- 3,390 1 5 9| 3,365 |ocooofoaeens 1 20 47
Other Federal and local )
OMCETS - v o e o eceeemmm 8,620 .. _|.o.o..____ 19| 8629 | oo loo_o 13
Grand total._______.. 13, 364, 566 67 (13,250,615 | 280 |106, 824 2 12,800 88 |4,327 486

! Excludes number of boats, automobiles, airplanes, and horses, as they were seized in connection with:
narcotics, etc., scizures.

Fewer automobiles were seized in 1942 than for any other year for

which a record was kept.

.During the course of the year 19 automo-

biles valued at $7,970 were seized by the Secret Service officers and
delivered to the Customs Service for forfeiture, as compsred with
41 automobiles valued at-$12,391 during the previous year.

The following table summarizes the number of boats, automobiles,
etc., selzed for customs violations during the past 2 years
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Boats, automobiles, airplanes, and horses seized, ﬁscdl years 1941 and 1942

For liquor vio- | For narcotic vio- | gor gther viclations Total
Seizure _ . - - —
1941 1942 1941 1942 1941 1942 1941 19427
Boats:
Number.____.___._. 3 4 1| FO, . 49 63( - 53 67
Value _....___... $103} $15,814f $9,500{.. ... $120,025 $13,234,801| $129, 6281513, 250, 615 *
Automobiles: *
Number......_... 53 43 37 234 200 324 280
Value. . .._......_ $9, 106 $9,057| $10,730| $13,669 $84,938 $84, 098] $104, 774 $106, 824
3 2l - 3 2
$8, 000 $2, 800 $8, 000 $2, 800
159 g7l 161 88
Value $3, 804 $4, 307 $3, 830 $4, 327
Total value.____ $9,235] $24,891( $20,230, $13,669] $216,767| $13,326, 006! 3246, 232I$13, 364, 566

During the year 168 seized automobiles and trucks were returned
to petitioners because the violations were not sufficiently flagrant to
warrant forfeiture. Of the 79 automobiles forfeited, 23 were assigned
for official use either to the Customs Service or to some other govern-
mental agency, and 56 were sold at public auction. '

In the course of their regular duties officers often apprehend violators
of other than customs laws. During the year, 879 seizures were made
for other departments and agencies, of which 730 were made for the
Department of  Agriculture and 127 for the Post Office Department.
There were 194 persons apprehended of whom 136 were for the
Immigration Service. In addition, 6,284 violations of the Department
of Agriculture laws were detected.

Legal proceedings.—As the result of narcotic seizures, 228 persons
were presented for prosecution. Including cases pendlng from the
previous year, those which were concluded resulted in 111 convictions
and only 29 acquittals. Prison sentences aggregating over 105 years
and fines amounting to $13,750 were imposed by the court on convicted
offenders. In addition, penalties aggregating $21,480 were assessed
against the masters of 33 vessels on which narcotic drugs were found
'concealed many of these ¢ases have not been concluded, but, including
cases initiated prior to 1942, $17 552 was collected frorn the masters
of vessels.

In connection with all seizures there were 486 arrests a decrease of
40 during the year. The high ratio of convictions in the number of
cases disposed of continued: Of the 460 cases disposed of in 1942, 298
convictions were secured, or 65 percent; of the 587 cases disposed ‘of in
1941, 403 convictions were secured, or 69 percent. FPrison terms to -
which customs violators were sentenced aggregated more than 189
years in 1942 as compared with 308 years in 1941, while the total
amount of fines imposed by the courts was’ $27, 206 in 1942 and
$37,660 in 1041, ’

Fi nes, penaltws etc. —Collectlons from fines, penaltles and, liqui-
dated damages and sales of seizures aggregated $648,404 in 1942, a
decrease of $100,819 from the previous year. Of this total only $13, 235
in 1942 consisted of the net proceeds from the sale of seized and
forfeited articles compared with $30,182 in the previous year.
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Marine and tariff administration

Marine administration.—For many years customs field officers per-

* formed duties over which the Bureau of Marine Inspection and

Navigation, Department of Commerce, exercised administrative

control. - This anomalous situation was finally corrected by Executive

! Order No. 9083 of February 28, 1942, which transferred, as of March

1 1, 1942, to the Commissioner of Customs, under the direction and

‘ supervision of the Secretary of the Treasury, those functions of the

Bureau of Marine Inspection and Navigation and of the Secretary of

Commerce pertaining to registry, enrolliment, and licensing of vessels

including the issuance of commissions to- yachts, the assignment of

. signal letters, and the preparation of all reports and publications in

connection therewith; the admeasurement of vessels, administration

of tonnage duties, and collection of tolls; the entrance and clearance

of vessels and aircraft, regulation of vessels in the coasting and

fishing trades, and limitation of the use of foreign vessels in waters

under the jurisdiction of the United States; the recording of sales,

conveyances, and mortgages of vessels; the protection of steerage

passengers; and all other functions of the Bureau of Marine Inspection

and Navigation and of the Secretary of Commerce which were per-

formed by the Bureau of Customs on their behalf. The power to remit

and mitigate fines, penalties, and forfeitures incurred under the laws

governing these functions was also transferred to the Bureau of
Customs.

To supervise these additional duties, the Division of Tariff and
Marine Administration was created, formerly designated as the Divi-
sion of Tariff Administration, with an additional assistant deputy
commissioner who has direct supervision over the Section of Ad-
measurement, the-Section of Marine Administration, and the Section
of Marine Publications. These sections administer the laws and
regulations covering those functions transferred to the Bureau of
Cust(fms by Executive Order No. 9083 insofar as they apply to
vessels. o

The entrance of the United States into the war affected to a great
degree the maritime commerce of the United States and the admin-
istration of the laws under the jurisdiction of the Bureau. Orders
were issued by the Secretary of the Treasury waiving compliance
with the navigation laws in several instances where such action was
deemed necessary in the conduct of the war, pursuant to the authority
contained in the Second War Powers Act of 1942. The majority of

o these orders, due to their close relation to the war effort, was given a
confidential status and related to a waiver of the coastwise laws.
The orders waiving compliance with the navigation laws in effect on
April 1, 1942, whether issued by the Secretary of Commerce under
authority of Executive Order No. 8976, dated December 12, 1941, or
by the Secretary of the Treasury under authority of Executive Order
No. 8976, as modified by Executive Order No. 9083, were confirmed
and continued by the Secretary of the Treasury under this act.

Tariff administration.—Although considerable attention was devoted
t0 cases involving the possible application of countervailing duties
under section 303 of the Tariff Act of 1930, the facts developed were not
sufficient to warrant the issuance of any .new countervailing-duty
orders or to change any outstanding orders. No findings of dumping
were issued or revoked during the year.
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No new quotas were established during the fiscal year 1942. One
quota, that on cotton established by the President’s proclamation of
* Decembeér 9, 1940, was further modified by a proclamation of June
29, 1942, which, in effect, made a global quota of the quota on cotton
“having a staple length 1% inches or more but less than 11Y4; inches.:
Under the authority contained in section 318 of the Tariff Act of
1930, the President issued during the year three proclamations declar-
ing the existence of an emergency and authorizing the Secretary of the
Treasury to permit the importation of certain commodities free of
duty. Proclamation No. 2498, dated July 25, 1941, permitted until
June 30, 1942, the importation free of duty of forage for livestock
in drought-affected areas to be designated by the Secretary of Agricul-
ture. Proclamation No. 2542, dated April 1, 1942, permitted until
the termination of the emergency the importation free of duty in
Puerto Rico of jerked beef as a substitute low-cost food to replace
codfish which had been previously imported from Canada, Newfound-
land, and Labrador. Proclamation No. 2553, dated April 27, 1942,
permitted until the termination of the emergency the importation free ”
of duty of food, clothing, and medical, surgical and other supplies by
or directly for the account of the American National Red Cross for
its use in relief work. Appropriate regulations were issued by the.
Acting Secretary of the Treasury in connection with such free importa-
tions and were published in the case of forage for livestock as T. D.
50449 ; jerked beef in Puerto Rico as T. D. 50599; and supplies for the
Red Cross as T. D. 50626. .

Cugtoms Agency Service

The Division of Investigations and Patrol, better known as the
Customs Agency Service, 1s the investigative unit of the Customs
~Service. Its customary work, although continued throughout the
year, was greatly curtailed as is revealed by the following partial
summary of its activities during the past 2 fiscal years.

Activities bf the Customs Agency Se}vice, fiscal years 1941 and 1942

Number Percentage
increase or
1941 1942 | decrease (=)
Investigations of violations of customs laws:

: Undervaluation. ... ciaaan 965, 586 1. —39.3
Marking violations : 130 85| —34.6
Baggage violations... .. .. .___._ - 599 716 19.5 -
Diamond and jewelry smuggling - 384 366 —-4.7 |

Narcotic smuggling.______.____ - 1, 054. 819 —22.3
Qther smuggling. ..........._ - 1,113 727 —34.7
T OUring PeImMILS . - oo memmemiiaiammmnan 550 269 -51.1
Other investigations: -
Alleged erroneous customs procedure . - ..o eeocaoooooooo. 150 110 ~26.7
Drawback. . ... .. ..._._.. 1,209 1,083 —10.4
Classification and market value... 1,273 631 —=50. ¢
Customs bonds to determine solvency and sufficiency. . .- 170 99 —41.8
Applications for customhouse brokers’ licenses........____._.. 62 70 12.9
Applications for bonded truckmen’s licenses. . ........_ 84 89 6.0
Petitions for relief from additional duty.. 376 306 —18.6
Personnel...._.....__.._ 360 1,399 288.6
Navigation violations. .. 1,289 234 —81.8
Pilferage of merchandise 221 181 —18.1
Foreign, by members of domestic service .. - 541 445 —-17.7
MiscellaneOWs . . . e 3, 067 3,011 —-18
Examinations of customhouse broker’s records. .. ......_...._..._. 205 108 —47.3
Oases of cooperation with other agencies_ . ..__.__.__ccoooo .. 2, 201 11, 965 443.6
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Only four of the types of 1nvcst1gat10ns hsted above showed any
increased act1v1ty—mvest1gat10ns of applications for customhouse
brokers’ and bonded truckmen’s licenses, baggage investigations, and
personnel investigations.

Personnel investigations.—These mvestlgmtlons include complaints -
by individuals returning from abroad of treatment accorded them by
customs inspectors, collisions involving official automobiles, thefts of
Government property, employees under consideration for promotlon
derelictions and alleged political activity by customs employees, and
character investigations of employees probationally appointed to
positions in the Customs Service, the latter accounting largely, if not
entirely, for the great increase in 1942. By arrangement with the
Civil Service Commission, Customs Agents in 1942 made the char- _
acter investigations of the large number of probational appointees. .

Baggage investigations.—Violations included under this category
covered several types of false declarations, newly purchased mer-
chandise claimed to be used and therefore entitled to free entry as

~personal effects, merchandise undervalued, false claims by returning
tourists that Lhcy had been in Canada 48 hours or more, false claims
that no exemption had been granted during the precedlng 30 days,
assertions that purchases were incidental to the trip when they had
actually been ordered previously, and claims to the ownership of
merchandise which was actually the property of others. As a result
of these investigations, substantial recoveries were effectedo

The number of invcstigations conducted by the Agency Service
under the provisions of the Export Control Act, although rather large
prior to the declaration of war, progresswcly and substanmally in-
creased during the last 7 months of the fiscal year. Numerous at-

. tempts to eXpOIt critical, strategic, or other prohibited materials in
violation of export control provisions were discovered, seizures made,
and offenders prosecuted. Among these were attempts to export
platinum, prohibited merchandise under the -guise of ship’s stores,
and goods to prohibited nationals by hstlng a fictitious consignee
in a neutral or allied country.

In addition to the detailing of several customs agents to Foreign
Funds Control, many mvestlgatwns were directly conducted by the
Customs A(rcncy Service under the Foreign Funds Control provisions.
Prior to the entrance of the United States into the war, many Japanese
nationals who were returning to Japan were pr evented from taking
with them money or other artlcles the export of which was forbidden.
An even more rigid supervision was exercised during the last 7 months

+  of this fiscal year.

The Supervising Customs Agent at Seattle’ par‘mmpated in and
"subsequently supervised the plans for insuring the security of the
Seattle waterfront. After actively aiding in organizing the same
system in Tacoma, Wash., and Portland, Oreg., he served in an
advisory capacity in the promotlon of similar plans at seaports in
California and elsewhere.

Investigations in connection with alien property control, trading
with the enemy, and other measures connected with the war and
with national defense required the services of many members of
the Customs Agency Service.

Cooperation with other agencies.—The coordination plan established
in 1934, under which customs investigative officers cooperated with
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investigative officers of the Coast Guard and of other agencies of
the Treasury, was effectively continued, but cooperationfin -law .
enforcement efforts was not confined either to this field or to the war
‘activities enumerated above. A total of 11,965 instances”of joint °
efforts was recorded during 1942, more than five times as many as
in the previous year. These included almost every agency-of this
Government’and of our neighbors to the north and south, who availed
themselves whenever possible of the technical skill, expenence and
specmllzed knowledge of customs agents and patrolmen

Mascellaneous

Appraisement Unit.—The widespread wartime disturbance of for-
eign markets, which are the source of many commodities subject
to ad valorem rates of duty, caused fluctuations in the foreign value
of imported merchandise accompanied by a generally upward trend
in world prices. Appraising officers, in consequence, found it increas-
ingly difficult to determine correctly the value of imported merchan-
dise, and this difficulty was aggravated by the final withdrawal
durmfr 1942 of Treasury representatives from Europe and the Orient.
Information regarding values was, therefore, necessarily obtained
-locally through the cooperation of importers and was interchanged
among appraising officers through the medium of the Customs In-
formation Exchange. Differences in appraised values thus discovered.
at the various ports were adjusted through correspondence, supple-
mented by investigations in the countries in the Western Hemisphere.
Of the 15,339 reports of value or classification, 3,229 differences were
dlscovered slightly more than in the prev1ous year and more than
twice as many as in 1940; differences in classification between the
various field -offices arnounted to 991 in 1942 and 1 ,169 in 1941, but
differences in value were 2,238 in 1942 and 1,950 in the previous year.

The activities of the Customs Information E\change which serves
as a clearing house for the dissemination of information for the Customs
. Service, are summarized as follows:

Number
Appraisers’ reports of value or classification received .. ... _____________.. e 15, 339
Differences in classification reported ... eieeemeee e 991
Differences in value reported....__.____ Cee- 2,238
Appraisement appeals reports received......... —ee- 2,341
Changes in value circulated.......__...._._.... ——- 635
Reports and price lists affecting valucs circulated. —e-- 1,146
Requests for foreign investigation . ... . ... e 448

Customs School of Instruction.—Continued emphasis was placed by
the customs school of instruction during the year on the promotion -
and organization of local training classes and discussion groups to
supplement the correspondence course of instruction by a discussion
of lesson papers and the application of them to local problems. In-

+ struction classes were conducted at 37 ports of entry with an average of
30 customs officers and employees in attendance at each class. Discus-
sion classes were conducted at 28 additional ports of entry and cus-
toms stations where the number of regularly assigned personnel was
too,small to warrant formal classes.” A total of 1,598 classes and 400
discussion groups were conducted during the ycar an aggregate. of
1,998 meetings.

Drivision of Engineering and Weighing.—Extraordinary measures :
were required .in-1942 to provide weighing, gauging, and measuring
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facilities so as to avoid delay in the handling of imports at new loca-

. tions and in unusual quantities as a result of the dislocation of com-

- merce due to World War conditions. The increasing use of larger
trucks to move from the piers critical materials, especially wool, for
which there was an urgent need in industry and which was imported
in much larger quantities than formerly, necessitated the increase in
the capacity of many customs scales .and the relocation of others.
Both of these accomplishments were performed without delay or
serious interference with the movement of merchandise and: without
detriment to the revenue. :

In addition, this Division assisted, as in the past, in the preparation

" of data and plans for customs houses, appraiser’s stores, and border
stations as well as the selection of sites for new buildings necessitated
" by the relocation or new construction of highways crossing the border.

Division of Laboratories.—During the fiscal year 1942, the ten cus-
toms laboratories tested a total of 100,562 samples of merchandise,
only 2.8 percent fewer than in the previous year. The number of
samples of sugar, ores, petroleum products, and most other types
tested constituted about the same ratio of the total as in 1941. The
number of wool samples tested, however, greatly increased from 1,318
in 1941 to 8,000 in 1942 as a result of the inception of the wool testing
program on October 1, 1941. The increase in revenue derived from
importations of wool directly attributable to the increased. accuracy
of the sampling and testing procedure is estimated to be approximately
$5,000,000 annually.

The Division of Laboratories also made available to the Army,
Navy, Lend-Lease Administration, Office of Price Administration,
Postal Censors, and other Federal agencies the services of the customs
laboratories. These agencies utilized to a considerable extent the
diversified experience, technical skill, and equipment available in
customs laboratories to satisfy some of their technical needs.

Changes in ports and stattons.—During the year two ports of entry
were established and three were abolished. The ports of entry
established were at Guayanilla and at Jobos, Puerto Rico, and those
abolished were at Lancaster, Minn., Grand Forks, Mich., and Peskan,
Mont. No stations were established during the year, but the one at
Fargo, N. Dak., was abolished.

Cost of administration.—The total revenues collected by the Cus-

" toms Service, including collections for other departments and Puerto
Rican collections other than duties, amounted to $428,596,660 as
compared with $429,544,621 in 1941, a decrease of two-tenths of 1

. percent during the year. The expenses, however, were $21,194,075,

«:  an increase of $570,650 over 1941, due to increases in salaries pro-
vided under the Mead-Ramspeck Act and to the employment during
the last months of the year of 600 additional temporary guards.
The cost to collect $100 was $4.94 in 1942 as compared with $4.80 in
1941.

BUREAU OF ENGRAVING AND PRINTING

- The deliveries of currency, securities, stamps, and miscellaneous
printings by the Bureau during 1942 amounted to 613,538,841 sheets,
an increase of 152,924,283 sheets over the previous year, or 33 percent.
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A comparative statement of deliveries of finished work in the fiscal
years 1941 and 1942 follows:

Deliveries of finished work, fiscal years 1941 and 1942

Sheets Face value
Class
1941 . 1942 1942
Currency:
United States notes. - vomeuo oo ooieean 3, 650, 000 4, 515, 000 $2186, 180, 000
Silver certificates. .. oo eeoooooo.. P 76, 775, 000 89 370 000 1, 633, 080, 000
Overprinted “Hawaii’” . ii|imaciaciaaaan 250, 000 3, 000, 000
Federal Reserve nOtes. - = oo oo ccicacaaacean 11, 362 950 24, 165, 867 4, 066, 420, 000
Overprinted “Hawaii’” . i faccacceee 179,167 22, 000, 000
SPeCIMEeNS._ - icecmmcc e e ceceam e mecamcm e e 33 L3N
1] 1 PPN 91,787,983 | 118, 480, 037 5, 940, 680, 000
Bonds, notes, bills, certificates, etc.: ’
Bonds: :
Panama Canal__..o.oooooooooooeeeeeaenne . 500 500, 0600
Postal savings. . 1, 545 946, 800
Treasury. .. ......... 1,595,505 | 14, 886, 389, 500
United States savings 65, 554, 500 9, 756, 075, 0600
United States war savings. - oo couooomcacoacoo]eanaioioon 15, 187, 000 . 636,850, 000
Consolidated Federal farm loan for the Federal land
Z:3 1. < SN . 9,800 500 50, 000
Depositary 2,000 |- veeuieoee L
Farm 10an. . i 17, 383, 2,476 3,427,000
Federal Farm Mortgage Corporation. . .._......._. 4, 500 1,000 750, 000
Home Owners’ Loan Corporation.......oooocoeo.o 1,055 2, 668 800, 000 000
Insular: .
Philippine. . ccveemmeee i L 1,850 f e
Puerto RiCan. oo 13,856 § oo
Notes:
US T30 o RN 138, 900 1, 550, 900 18, 577, 200, 000
Commodity Credit Corporation. ... 38, 750 © 64,000 870, 000, 000
Reconstruction Finance Corporation.. 136, 900 12,000 65, 000, 000
United States Housing Authority..._.. ... 27,800 {ueomeee oo oc e
Treasury bills. . eiiiiaaas 82,030 33, 900 7, 595, 000, 000
Certificates:
Indebtedness. -« cocoeemmaai e e cenaaeaean 300 69, 300 5, 705, 000, 000
Cuban silver. .o 15,000 6, 000, 000
Philippine treasury . oo .. 32, 000 2,664,400 |. 16, 770, 000
Debentures:
Consolidated collateral trust for the Federal inter-
mediate credit banks. ... .. ... _....._.._. 39,000 37, 500 485, 000, 000
Consolidated for Federal home loan banks.._...._.. 23, 860 8, 305 104, 000, 000 -
Federal Housing Administration:
Defense housing insurance fund..__..._.._._._. 3,375 4,975, 000
Housing insurance fund..._.._.._._...._._. 2,575 26, 947, 500
Mutual mortgage insurance fund - 17 100 30, 350, 000

Interim certificates:
Treasury bonds.___ L. |eiiiiiias 217,500 |ocoeo oo
Puerto Rican bonds. ... .. . .

Interim transfer certificates for postal savings bonds.____

Interim receipts:

Federal home loan banks. ... % .| 13 |eeecaoiaes
Federal Savings and Loan Insurance Corporation...|.._......._... 100 |ocoiomeeae .
Specimens
T T TR 88
Notes and bills. ... 7
Certificates. oo ccoceceeeavmeneanaas .2
Debentures. .o 89
Interim certificates. 4
[ 1) 7 VR e 13,424, 214 87,043,852 | 57, 571, 230, 900
Sheets Number of
stamps, etc.,
1041 1042 . log2
Stamps: :
[0 T3 £ 1 RS 101, 875 175, 000 3,950, 000
Internal Revenue. 149, 712, 063 157, 305, 191 15, 644, 720, 394
District of Columbia...__..._... 139, 340 200, 883 40, 176, 650
Federal migratory-bird hunting - 23,489 25,000 2, 800, 000
Philippine. oo eeciceaail 250,300 f-oo o .
Puerto Rican. ... 1, 164 300 2, 300, 270 139, 055, 700
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D_eli’veries of finished work, ﬁscql years 1941 and 1942—Continued

Sheets Number of
Class - stamuys, etc.,
, . » 1941 1042 1942
Stamps—Continued.
Specimens: . .
United States. 145 101 4,322
For experimental purposes, United Stat : b2 RN PR
District of Columbn _____________________ 3 600
Postage: R :
United States. 160, 508, 890 186, 579, 088 19, 752, 724, 833
Canal Zone. 150, 239 220, 468 20, 298, 800
Philippine - 895,661 | - 187, 589 11, 020 760
Specimens, United States. ... ... ... ______. 113 35 1,770
Postal savings. .. ..o lo.. ‘1,349, 189 17, 154, 946 1 926, 176 290
SPeCIMCDS. - L. - T I IS,
L) 314,295,611 | 364,148,574 | 37,540, 930, 119
Miscellaneous: ’
CheCKS. - e e oo e 27, 386, 154 29, 086, 821 145,481, 915
Warrants. ... . \ 62,377 85,414 287, 507
" Commissions. - 521,075 462 670 r’75 955
Certificates. . . 4,936, 972 5, 7?7 213 19 801 033
Drafts. .o oo , 775 , 313 6, 625+
Transportation requests 1,316,751 1, 256 442 6, 282 210
Nontransferable food order and nontransferable surplus- .
food order