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FOR RELEASE ON DELIVERY 

STATEMENT BY THE HONORABLE CHARLS E. WALKER 
UNDER SECRETARY OF THE TREASURY 

BEFORE 
THE BANKING, HOUSING AND URBAN AFFAIRS COMMITTEE 

U. S. SENATE 
MONDAY, NOVEMBER 1, 1971, 10:00 A.M.,EST 

Mr. Chairman and Members of this Distinguished Committee: 

On behalf of the Administration, I want to express my 
appreciation for your prompt consideration of the President's 
request to amend and extend the Economic Stabilization Act 
of 1970. 

Phase I of the New Economic Policy -- the 90-day freeze 
on wages and prices -- is working well, primarily because 
of the broad support it has received from the American people. 
We have every reason t~ believe that the Phase II program -
structured carefully and administered fairly -- will receive 
similar strong support. 

At the very outset, before discussing the specific 
amendments proposed in S. 2712 (the legislation before 
you), I want to emphasize the crucial contribution of vol
untary support and compliance to the success of the 
stabilization program. With the exception of raw agricultural 
products and perhaps a few more areas, the entire economy will 
be subject to the stabilization rules of Phase II. But the 
important point to understand is that only a portion of the 
workers and businesses in the economy will be required to 
obtain advance approval for wage and price increases. The 
vast majority will either report such changes, after the fact, 
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subject to rollback, or not report at all. This last group 
will be the largest, including what has been referred to as 
the "Mom-and-Pop" store, the corner grocery or restaurant, 
the independently owned filling station, and so on. 

These economic units will be spot-checked by the Internal 
Revenue Service for compliance, and complaints will be in
vestigated. No vast bureaucracy need be created. But it 
should be abundantly clear that the continued goodwill and 
cooperation of the vast majority of Americans -- so strongly 
forthcoming in Phase I -- are essential if Phase II is to en
joy its fullest possible success. 

I might define that success as a clear victory in 
breaking the back of inflationary expectations, stopping the 
upward spiral of the cost of living, and achieving wage-price 
relationships that will permit the dismantling of the control 
program and the return to free competitive markets. 

Mr. Chairman, we are convinced that the powers necessary 
to establish and manage the mechanism of Phase II exist in 
the legislation under which Phase I was established. The 
Executive Order establishing the Pay Board, the Price Com
mission, and related bodies has already been issued. Never
theless, with the clear need for extension of the legislation 
beyond its expiration date of April 30, 1972, we decided 
that the proper course of action would be to ask this Committee 
and the Congress to enact the best piece of legislation pos
sible. 

In brief, Mr. Chairman, our amendments would --

extend the legislation for one year, to April 30, 1973; 

grant the President standby authority to stabilize 
interest rates and dividends at "levels consonant 
with orderly economic growth"; 

-- strengthen the enforcement in Phase II, by providing 
subpoena powers, civil penalties, and court authority 
to order restitution; 
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make special arrangements for administrative and 
judicial review in order to insure speed, equity, 
and consistency of decision; and 

provide some additional housekeeping authority 
with respect to personnel and funding. 

Let me now discuss these provisions in greater detail. 

The One-Year Extension 

I know of no one who believes that the goals of Phase II 
could be reached by April 30, 1972, the expiration date of 
the current authority. Quite clearly, therefore, extension 
of the authority is necessary. Our request for one additional 
year involves no necessary implications for the life of the 
Phase II program -- that program will be kept in place just 
long enough to do the job, and no longer. 

It seemed to us that a one-year extension is reasonable. 
It would assure the public that the power to do the job will 
be adequate, but avoid Congressional delegation of this ad
mittedly broad and sweeping power for too long a time. 

I think it would be a mistake to refuse at this 
time to extend the Act, or to extend it for only a 
few months. Although we have the power to put Phase II in 
place, the uncertainties that such action could generate 
among workers and businessmen about the duration of the 
program could well result in failure of the whole stabiliza
tion effort. 

Standby Authority over Interest and Dividends 

In requesting standby authority over interest rates and 
dividends, we are asking for authority which we do not think 
we will have to use. The record since August 15 strongly 
supports this view. 

To be perfectly frank, Mr. Chairman, we believed in the 
days leading up to August 15 that the President could have in
stitutmcontrols over interest rates under the Credit Control 
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Act of 1969. The fact that we no longer hold that view 
(the inflationary credit extensions necessary to trigger 
the authority simply cannot be certified)should not de
tract from the fact that the decision to exempt interest 
from the original Executive Order was deliberate. 

Perhaps it was a calculated risk. If so, it has paid 
off. We concluded in August that interest rates have been 
high because inflationary expectations have made them that 
way. Lenders are reluctant to lend without an inflation 
premium added to the basic interest rate to compensate them 
for the cheaper dollars received when the loan is 
Borrowers are eager to borrow to "beat" the price increases 
they thought they saw down the road. If this view were 
correct, success of the New Economic Policy in dampening 
and eventually eliminating expectations of inflation would 
automatically bring down interest rates. First to fall would 
be those rates set in competitive markets (as on Treasury 
bills). Later, the rates set by lenders -- such as those 
on consumer and mortgage loans, and the bank prime lending 
rate -- would go down. 

We also feared that any announced interest-rate ceilings 
might rapidly become "floors," as has often been the case 
in the past. Interest rates in the thirty days preceding 
August 15 were too high, and those existing on May 25, 1970 
the "basic" base period -- were even higher. We did not want 
to risk stabilizing interest rates at those high levels. 

We took the risk of excluding interest from the freeze. 
And we were right. Let me read you the record (which is 
more fully detailed in the attached table): 

Interest rates on 90-day Treasury bills, which hit a 
peak of almost 8 percent in January 1970 and were at 
about 5-1/2 percent earlier this year, have since 
August 15 dropped to a range of 4-1/2 percent. 

Interest rates on Treasury notes, which also rose to 
8 percent in 1969-70, and were at 7 percent earlier 
this year, are now close to 5-5/8 percent. 
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The prime lending rate of commercial banks, which 
shot up to 8-1/2 percent in June 1969, is now back 
down to 5-3/4 percent, with the most recent cut 
occurring only last week. 

Reports continue to come in that the interest rates 
most important to American families ~- on consumer 
and mortgage loans -- are softening, Unfortunately, 
these rate changes lag behir.d changes in money market 
rates, and our ~eporting system involves additional 
lags (a deficiency whL:h the Corrn:nittee on Interest 
and Dividends is striving to correct). 

In the light of this experience, Mr. Chairman, coupled 
with the promise of continued excellent cooperation from 
the nation's lenders, I believe i.t would be most unfortunate 
if the Congress attempted to establish any sort of mandatory 
ceiling on interest rates. Things are g:> ing the way both 
you and the Administration want. 

Asto dividends, the cooperation of business with the 
voluntary program has been splendid. Again, nothing more 
than standby authority -- which I very much doubt will have 
to be used -- is needed at this time. 

Strengthening Enforcement 

The Economic Stabilization Act of 1970 now provides 
only for a $5,000 fine for a violation of the statute, plus 
authority for the Attorney General to bring action in the 
courts to enjoin illegal actions. 

Our amendments would supplement the enforcement authority 
by making it clear that the criminal fine applies in the case 
of each violation and by adding subpoena powers, civil pen
alties up to $2,500 per violation, and authority for the 
courts to order restitution. 

Administrative and Judicial Review 

As you know, the President has established a Pay Board 
and a Price Commission to promulgate standards and criteria, 
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and to rule on individual cases in Phase II. The amendments 
that we propose would exempt the agencies adulinistering the 
stabilization program from the Administrative Procedure 
Act, except for the public information section of that 
statute. 

I assure you that every effort will be made to be fair 
and equitable, and to protect tee rights of the individual 
citizens, through c9reful procedures for review and appeal. 
The ordinary procedures of the Administrative Procedure 
Act would involve great delay -- which in itself could under
mine public support for Phase II -- and a large expansion in 
manpower. The Phase II procedures will be streamlined --
but with full protection for the rights of any citizen. 

These rights will be further protected by the judicial 
review system which is contemplated in the legislation. 
Even though the effective administrative revi.ew which we 
propose to establish will winnow out a significant number 
of protests, inevitably a sizable number of disputes will 
go to the courts for further review. In all their variety, 
they should not go straight to appellate courts. Such cases 
should be commenced in the Federal District courts. State 
courts will have no jurisdiction with respect to cases arising 
under this Act. 

Cases will be tried at the district court level. If it 
turns out that an issue in the case involves a substantial 
question about the constitutional validity of the statute 
or of a regulation or order issued under the Act, the district 
court will certify that question up to the appellate level 
for decision. 

We propose that the appellate level for all cases under 
this Act consist of one Court -- the Temporary Emergency 
Court of Appeals. This court ~uld be composed of presently 
sitting judges to be designated by the Chief Justice. They 
would sit in panels of three in various parts of the country. 
The purpose of this court is to provide one focal point for 
court decisions made under this program. This will avoid 
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inconsistent decisions and will ensure speed of decision 
by bypassing the crowded dockets of the circuit courts of 
appeals. Such a court was used with great success in 
earlier price control efforts. 

The legislation makes it explicit that only the Temporary 
Emergency Court of Appeals and the Supreme Court may enjoin 
or stay proceedings in the operation of any part of this 
program. No district court may take such action. We have 
included these provis~cns, similar to provisions during 
World War II and the Korean conflict, for practical reasons. 
Phase II cannot be halted somewhere and then left dangling 
until the termination of court proceedings. Even though 
court action is underway, the program will move forward. 

Criminal proceedings and other enforcement actions 
will be brought by the Department of Justice. Private persons 
will be authorized to bring declaratory judgment actions in 
district courts to determine their rights and obligations 
under orders of the agency that affect them. There will be 
no minimum jurisdictional amount. We included this provision 
to make sure that everyone can get his full day in court. 

We believe that these judicial review provisions will 
make an essential contribution to the fair administration 
of the program and that- they properly balance the require
ments for individual fairness and prompt determinations with 
the need for smoothly functioning administrative action. 

Housekeeping and Other Provisions 

The legislation provides for funding of the program, 
including authority for the President to use existing agency 
funds for such purpose. In addition, the necessary personnel, 
experts and consultants are provided for. 

Three other provisions deserve mention. As amended in 
1971, the Act prevents the President from stabilizing a 
particular sector of the economy unless prices or wages in 
that sector have increased at "grossly disproportionate" 
rates. Inasmuch as this provision might hamper the efforts 
of the Price Commission and Pay Board systematically to 
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dismantle the control system, as appropriate, we suggest 
deletion of this restriction. 

Another provision would clearly exempt the members 
of the Pay Board Bna Lh~ Price Commission, other than the 
two Chai~en -- who are full-time officials of the United 
States -- from the conflict-of-interest provisions of Federal 
statutes. We are convinced that part-time members would be 
exempt in any event, but this is a lnatter about which there 
should not be the least shadow of doubt. 

A final provision which is of some importance has 
evidently been misunderstood by some observers. We sug
gest that in enacting this legislation, Congress ratify 
the actions already taken by the President in carrying out 
Phase I of the stabilization program. Contrary to some 
interpretations, this would not preclude wage increases 
retroactive into the freeze period, if the Pay Board so 
decided. Instead, the language is a simple provision which 
speaks for itself and is desirable in the light of the court 
challenges to the program. 

Conclusion 

Mr. Chairman, this nation is embarked on one of the most 
exciting and promising departures in the history of economic 
policy in history. We seek what many advanced nations have 
sought, but which none has yet succeeded in achieving. I 
refer to the establishment of an effective economic stabiliza
tion policy to help reconcile the conflicting objectives of 
strong economic growth, full employment, and price stability. 
I think we have a very good chance of succeeding where others 
have failed. 

There are several reasons for my optimism: 

First, there is no excess demand in the economy; goods 
are plentiful. This means that we need not establish a 
cumbersome and costly rationing system. And it also means 
that we are not, as has been the error in so many other 
instances, attempting to substitute an incomes policy for 
necessary monetary and fiscal restraint. 
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Second, the economy is in a recovery stage which has 
historically been characterized by rapid increases in 
productivity. It is rising productivity which, coupled 
with restraint on wages, will diminish the upward pressure 
on costs and prices. 

Third, wage restraint is more than a hope. We have 
completed a cycle in union wage settlements. We are at 
the low point in terms of contracts to be renegotiated over 
the next year. Moreover, the problem of catching up for 
past increases in the cost of living is less severe than 
before. 

Fourth, and finally, this program will work if the 
American people are convinced it will work. The coopera
tion that the Government has received during the wage-price 
freeze has been nothing short of phenomenal. There is 
every indication that this voluntary support will continue 
into and through Phase II. 

The President's bold and imaginative program announced 
on August 15 gave rise to a surge of confidence in this 
country. That confidence has continued to grow. Enactment 
of the legislation before you will bolster that confidence 
further. I urge you to act promptly and favorably on 
S. 2712. 

Attachment 

0000000 
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Major Interest Rate Swings in 1969 through 1971 

---- --"--- --~- ----"- -
1969 Yield Range · . 1970 Yield Ran~e · . 1971 Yield Range . . Hccent Kates 

High Low · . High Low · . High Low I: : I ~ "~" _;. :. _~ 

---"---· . ' .. 8/13/71:10/22/71 : ;.:. .;. :, · . I' • 
Date _Yield Date Yield :: Date Yield Date Yield :: Date Yield Date Yield ':: : 1 L:: e 

~reasury Bills: 
3-conth •.•.••..•• 12/29 8.08 4/30 
6-conth .•..••..•• 12/29 8.09 4/30 

.12-~onth .....•..•• 11/24 7. 86 1/16 

reasury Coupons: 
I-year ......•...• 12/29 8.40 1/20 
3-year ........... 12/29 8.51 1/20 
7-year •..•......• 12/29 7.77 1/16 

10-year ...•..•••.. 12/29 8.05 1/20 

r ederal Funds J)... 8/8 10.50 12/31 

Federal Agency: l l-y •• < ••••••••••• 12/30 8.76 1/20 
3-year ....... "" 12/31 8.55 1/28 

'ew A2. Corp. Bonds: 

(. (T~,ea~. Ser.) 1/.12/5 9.29 1/24 

r.ew •. un~c. Zonds: 
(Bond Buyer Ser.) 12/18 6.90 1/23 

KeW P.o::-.e Conven. 
(FSA Ser.} ....... Dec. 8.36 Jan. 

Offic~ of the Secretary of the Treasury 
Office of Debt Analysis 

5.87 
5.96 
5.86 

6.16 
6.02 
6.09 
5.95 

5.00 

6.33 
6.53 

7.27 

4.82 

7. 53 

1/ Series based on issues with no call protection. 
l/ ~;f~ctive daily rate. 
3/ FHA-field-office opininn survey as of 9/1. 
l/ cHh-field-office opinion survey as of 10/1. 
? ~ce1isinary 

1/6 7. 9 3 12/17 4.74 7/19 5.53 3/11 3.22 5.15 4.46 -.69 -1 

1/5 7.99 12/17 4.78 7/27 5.84 3/11 3.35 5.51 4.53 -.98 -1 
1/30 7.62 12/31 4.74 7/28 6.01 3/11 3.45 5.85 4.62 -1. 23 -2 

1/2 8.28 12/18 4.86 8/10 6.28 3/11 3.48 6.09 4.72 -1. 37 -2 
1/7 8.42 12/4 5.60 7/28 6.91 3/22 4.27 6.60 5.44 -1.16 -1 
5/26 8.12 12/4 6.10 8/10 7.11 3/23 5.15 6.86 5.90 --.96 -1 
5/26 8.22 12/4 6.21 7/28 6.95 3/L 5.38 6.68 5.88 -.80 -1 

• 
1/5 9.75 12/31 3.00 9/10 5.75 2/24 2.25 5-5/8 5p -5/8 -1 

1/2 8.75 12/24 5.53 7/28 6.56 3/16 3.93 6.52 5.26 -1. 26 -1 
1/2 8.54 12/21 6.16 8/12 7.33 3/24 4.70 7.32 6.00 -1. 32 -1 

6/19 9.90 12/31 8.02 5/21 8.42 2/11 7.32 8.22 7.69p -.53 

5/28 7.12 12/10 5.33 6/24 6.23 10/21 4.97 6.03 4.97 -1. 06 -1 

July 8.61 Dec. 8.28 Jan. 7.96 Apr. 7.55 7.831/ 7.85~/ +.02 

for 5 year call protected issues deduct (at present time) dPpro~i~2t21y 15 b~5i5 ~: 

This minor increase in this series is not statistically significant. There are 
other signs that mortgage rates have actually declined since August 15. For example 
FNMA commitment auction rates declined from 8-1/8% at the end of July to i-7/8% on 
Oct. 19. At meeting at Treasury on Oct. 14, Savings & Loan officials reported cuts 
in their mortgage rates of 1/4% since mid-August. The V.A. has sold mortgages recen 
at rates 1/2% below bid rates received in early August. Unfortunately, none of thes. 
indicated changes show up in the statistical series as yet. 

'<~ 
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The Department of the TREASURY 

ASHINGTON. D.C. 20220 TELEPHONE W04-2041 

TTENTION: FINANCIAL EDITOR 

OR RELEASE 6:30 P.M., 

~onday, November 1, 1971. 

RESULTS OF TREASURY'S WEEKLY BILL OFFERING 

The Treasury Department announced that the tenders for two series of Treasury 
ills, one series to be an additional issue of the bills dated August 5, 1971 , and 
he other series to be dated November 4, 1971 ,which were offered on October 26, 1971, 
ere opened at the Federal Reserve Banks today. Tenders were invited for $2,300,000,000 
r thereabouts, of 91-day bills and for $ 1,600,000,000 or thereabouts, of 182 -day 
ills. The details of the two series are as follows: 

.~~GE OF ACCEPTED 
JMPETITIVE BIDS: 

High 
Low 
Average 

91 -day Treasury bills 
maturing' February 3, 1972 

Approx. Equiv. 
Price Annual Rate 

98.940 
98.928 
98.930 

4.193% 
4.241% 
4.233% 

Except one tender of $300,000 

182 -day Treasury bills 
maturing May 4, 1972 

Approx. Equiv. 
Price Annual Rate 

97.822 ~ 
97.801 
97.803 

4.308% 
4.350% 
4.346% 

of the amount of 91-day bills bid for at the low price was accepted 
of the amount of 182-day bills bid for at the low price was accepted 

OTAL TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS: 

District 
Boston 
New York 
Philadelphia 
Cleveland 
Richmond 
Atlanta 
Chicago 
St. Louis 
Minneapolis 
Kansas City 
Dallas 
San Francisco 

TOTALS 

Applied For 
$ 30,195,000 

3,200,000,000 
33,205,000 
36,730,000 
10,255,000 
34,010,000 

211,320,000 
73,120,000 
32,650,000 
36,600,000 
37,405,000 

218,490,000 

$3,953,980,000 

Accepted 
$ 19,500,000 

1,852,130,000 
18,205,000 
32,595,000 
10,255,000 
19,880,000 

103,485,000 
41,270,000 
23,650,000 
33,235,000 
14,905,000 

132 ,100 ,000 

$2,301,210,000 EI 

Applied For 
$ 13,480,000 

2,437,155,000 
6,360,000 

23,540,000 
3,985,000 

23,290,000 
180,275,000 

46,325,000 
29,365,000 
18,485,000 
31,155,000 

213,070,000 

$3,026,485,000 

Accepted 
$ 3,450,000 

1,383,555,000 
6,360,000 

12,105,000 
3,98.5,000 
9,790,000 

59,975,000 
16,995,000 
15,025,000 
11,485,000 

9,975,000 
68,770,000 

$1,601,470,000 ~ 

j
j. Includes $ 239,770,000 noncompetitive tenders accepted at the average price of 98.930 

Includes $ 91,740,000 noncompetitive tenders accepted at the average price of 97.803 
j These rates are on a bank discount basis. The equivalent coupon issue yields are 

4.35 % for the 91 -day bills, and 4.52% for the 182-day bills. 



The Department of the TREASURY 
ASHINGTON. D.C. 20220 TELEPHONE W04-2041 

FOR IMHEDIATE RELEASE November 2, 1971 

WITHHOLDING OF APPRAISEMENT ON ASBESTOS-CEMENT PIPE 
FROM JAPAN 

Assistant Secretary of the Treasury Eugene T. Rossides announced 
today that the Bureau of Customs is instructing Customs field officers 
to withhold appraisement of asbestos-cement pipe from Japan pending a 
determination as to whether this merchandise is being sold at less than 
fair value within the meaning of the Antidumping Act, 1921, as amended 
(19 U.S.C. 160 et seg.). 

Under the Antidumping Act the Secretary of the Treasury is 
required to withhold appraisement whenever he has reasonable cause to 
believe or suspect that sales at less than fair value may be taking 
place. 

A final Treasury decision in this investigation will be made within 
three months. Appraisement will be withheld for a period not to exceed 
6 months from the date of publication of the "Withholding of Appraisement 
Notice" in the Federal Register. 

Under the Antidumping Act, a determination of sales in the United 
States at less than fair value requires that the case be referred to the 
Tariff Commission, which would then consider whether an American industry 
was being injured. Both dumping margins and injury must be shown to 
justify a finding of dumping under the law. 

The total value of asbestos-cement pipe imported from Japan during 
the period from January 1, 1971, through April 1971 amounted to approximately 
$472,800. 
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The Department of the TREASURY 

ASHINGTON. D.C. 20220 TELEPHONE W04-2041 

FOR IMMEDIATE RELEASE November 2, 1971 

TREASURY DISCONTINUES ANTIDUMPING 
INVESTIGATION OF PENTAERYTHRITOL FROM ITALY 

The Treasury Department announced today a 
final discontinuance of its antidumping investigation 
of pentaerythritol from Italy. The decision will be 
published in the Federal Register of November 3, 1971. 

On July 23, 1971, the Department published a 
tentative discontinuance notice after the Italian 
manufacturer responsible for all exports of 
pentaerythritol to the United States cancelled all 
his outstanding contracts for export of pentaerythritol 
to the United States and offered formal assurances 
that there would be no future sales of pentaerythritol 
for exportation to the United States. This notice also 
invited submission of written views and/or requests 
to present views orally. No submissions or requests 
were received. 

During the period January 1970 through July 1971, 
pentaerythritol from Italy valued at approximately 
$190,000 was imported into the United States. 

000 



The Department of the TREASURY 
ASHINGTON. D.C. 20220 TELEPHONE W04-2041 

FOR IMMEDIATE RELEASE November 2, 1971 

DECISION ON ICE CREAM SANDWICH WAFERS FROM CANADA 
UNDER THE ANTIDUMPING ACT 

Assistant Secretary of the Treasury Eugene T. Rossides 
announced today that ice cream sandwich wafers from Canada 
are being, or are likely to be, sold at less than fair value 
within the meaning of the Antidumping Act, 1921, as amended. 

The case will now be referred to the Tariff Commission 
for a determination as to whether an American industry is 
being, or is likely to be, injured. In the event of an 
affirmative determination, dumping duties will be assessed 
on all entries of ice cream sandwich wafers on which dumping 
margins exist. 

Simultaneously with the determination of sales at 
less than fair value, the Treasury Department issued a 
withholding of appraisement order on ice cream sandwich 
wafers. The significance of withholding appraisement is 
that if dumping duties become assessable, the date such 
assessments become effective would be that of the withholding 
action. 

Both the determination of 
and the withholding order will 
Register on November 3, 1971. 
terms, will terminate within 3 

sales at less than fair value 
be published in the Federal 
The withholding order, by its 
months after issuance. 

During the period April 1, 1970, through May 31, 1971, 
imports of ice cream sandwich wafers from Canada totaled 
approximately $236,500. 

000 
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The Department of the TREASURY 

ASHINGTON. D.C. 20220 TELEPHONE W04-2041 

FOR IMMEDIATE RELEASE November 2, 1971 

ANTIDUMPING PROCEEDING ON DEFLECTION 
YOKES FROM JAPAN 

The Treasury Department announced today the Initiation of 

an antidumping investigation of imports of deflection yokes from 

Japan. This item is used as a component in the production of 

color television receivers. 

The Treasury announcement fol lowed a summary investigation 

conducted by the Bureau of Customs after receipt of a complaint 

that dumping was taking place in the United States. 

The total value of deflection yokes imported from Japan 

for use in color television receivers during the period January 

1971 through July 1971 amounted to approximately $1,250,000. 

Ii 



tv 
The Department of the TREASURY 

ASHINGTON. D.C. 20220 TELEPHONE W04-2041 

FOR IMMEDIATE RELEASE 
i 

November 2, 1971 

Attached is correspondence transmitted to The 

Honorable Paul G. Rogers, Chairman of Subcommittee on 

Public Health and Environment, Committee on Interstate 

and Foreign Commerce, about heroin and other drug 

seizures by the Bureau of Customs. 

000 



ASSISTANT SECRETARY 

THE DEPARTMENT OF THE TREASURY 
WASHINGTON. D.C. 20220 

NOV 2 ~ 

Dear Mr. Chairman: 

In my testimony to your subcommittee on 
October 27th, I presented preliminary statistics 
on heroin seizures during the first 9 months of 1971. 
Enclosed for submission for the record of the hearings 
are the final statistics on heroin and other drug 
seizures by the Treasury Department's Bureau of Customs 
during the first 9 months of 1971. 1050.97 pounds of 
heroin, worth about $456 million at street prices, 
were seized. During the same period last year only 
25.65 pounds of heroin were seized. The $456 million 
figure is based on a street price of $6 for the approxi
mately 76 million 100 milligram doses of 5% heroin that 
could have been produced by the seized narcotics. 

4rp~ 
Eugene T. Rossides 

The Honorable 
Paul G."Rogers, Chairman 
Subcommittee on Public Health and Environment 
Committee on Interstate and Foreign Commerce 
House of Representatives 
Washington, D.C. 20510 

Enclosure 

CC: The Honorable 
Ancher Nelsen 



TREASURY DEPARTMENT: 
BUREAU OF CUSTOMS 

NARCOTIC AND DRUG SEIZURES FIRST NINE 
MONTHS OF CALENDAR YEAR 1971.J i 7 ? / 

Percentage 
Number of Seizures 1971 1971 Change 

Heroin 192 400 108.33 

Opium 63 96 52.38 

Cocaine 93 159 70.97 

Other Narcotics 222 199 -10.36 

Marijuana 4,761 4,623 - 2.90 

Hashish 851 1,205 41.60 

Dangerous I'rugs 1,074 1,142 6.33 

Totals 7,256 7,824 7.83 

* * * 
Quantity in Pounds 

Heroin 25.65 1,050.97 3,997.35 

Opium 22.39 42.57 90.13 

Cocaine 137.18 102.56 -25.24 

Other Narcotfcs 15.86 76.04 379.45 

Marijuana 110,191.50 143,827.74 30.53 

Hashish 3,330.20 4,569.68 37.22 

Dangerous Drugs 8,449,214 3,569,315 -57.76 

(5-grain units) 



The Department 01 the TREASURY 
SHINGTON. D.C. 20220 TElEPHONE W04~2041 

OR IMMEDIATE RELEASE November 2, 1971 

TREASURY'S WEEKLY BILL OFFERING 

The Treasury Department, by this public notice, invites tenders 
or two series of Treasury bills to the aggregate amount of 
3,900,000,000, or thereabouts, for cash and in exchange for Treasury 
ills maturing November 11, 1971, in the amount of $3,700,100,000, 
s follows: 

91-day bills (to maturity date) to be issued November 11, 1971, 
n the amount of $2,300,000,000, or thereabouts, representing an 
dditional amount of bills dated August 12, 1971, and to mature 
ebruary 10, 1972, (CUSIP No.912793 MM5) originally issued in 
he amount of $1,599,975,000, the additional and original bills to be 
reely interchangeable. 

182- day bills, for $1,600,000,000, or thereabouts, to be dated 
ovember 11, 1971, and to mature May 11, 1972 
CUSIP No. 912793 NAO). 

The bills of both series will be issued on a discount basis under 
ompetitive and noncompetive bidding as hereinafter provided, and at 
atuLity their face amount will be payable without interest. They will 
e issued in bearer form onl~ ~nd in denominations of $10,000, 
15,000, $50,000, $100,000, ~jJO,OOO and $1,000,000 (maturity value). 

Tenders will be received at Federal Reserve Banks and Branches ~p 
o the closing hour, one-thirty p.m., Eastern Standard 
:ime, Monday, November 8, 1971. Tenders will not be received 
It the Treasury Department, Washington. Each tender must ~e for a 
linimum'of $10,000. Tenders over $10,000 must be in mUltip'tes of 
,5,000. In the case of competitive tenders the price offered must be 
!xpressed on the basis of 100, with not more than three decimals, 
'.g., 99.925. Fractions may not be used. It is urged that tenders be 
lade on the printed forms and forwarded in the special envelopes which 
li1l be supplied by Federal Reserve Banks or Branches on application 
:herefor. 

Banking institutions generally may submit tenders for account of 
:ustomers provided the names of the customers are set forth in such 
:enders. Others than banking institutions will not be permitted to 
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submit tenders except for their own account. Tenders will be received 
without deposit from incorporated banks and trust companies and from 
responsible and recognized dealers in investment securities. Tenders 
from others must be accompanied by payment of 2 percent of the face 
amount of Treasury bills applied for, unless the tenders are accompanied 
by an express guaranty of payment by an incorporated bank or trust 
company. 

Immediately after the closing hour, tenders will be opened at the 
Federal Reserve Banks and Branches, following which public announcement 
will be made by the Treasury Department of the amount and price range 
of accepted bids. Only those submitting competitive tenders will be 
advised of the acceptance or rejection thereof. The Secretary of the 
Treasury expressly reserves the right to accept or reiect any or all 
tenders, in whole or in part, and his action in any such respect shall 
be final. Subject to these reservations, noncompetitive tenders for 
each issue for $200,000 or less without stated price from anyone 
bidder will be accepted in full at the average price (in three decimals) 
of accepted competitive bids for the respective issues. Settlement for 
accepted tenders in accordance with the bids must be made or completed 
at the Federal Reserve Bank on November 11, 1971, 
in cash or other immediately available funds or in a like face amount of 
Treasury bills maturing November 11, 1971. Cash and exchange tenders 
will receive equal treatment. Cash adjustments will be made for 
differences between the par value of maturing bills accepted in 
exchange and the issue price of the new bills. 

Under Sections 454 (b) and 1221 (5) of the Internal Revenue Code 
of 1954 the amount of discount at which bills issued hereunder are sold 
is considered to accrue when the bills are sold, redeemed or otherwise 
disposed of, and the bills are excluded from consideration as capital 
assets. Accordingly, the owner of Treasury bills (other than life 
insurance companies) issued hereunder must include in his income tax 
return, as ordinary gain or loss, the difference between the price paid 
for the bills, whether on original issue or on subsequent purchase, and 
the amount actually received either upon sale or redemption at maturity 
during the taxable year for which the return is made. 

Treasury Department Circular No. 418 (current revision) and this 
notice, prescribe the terms of the Treasury bills and govern tile 
conditions of their issue. Copies of the circular may be obtained from 
any Federal Reserve Bank or Branch. 

000 



FOR IMMEDIATE RELEASE 
November 3, 1971 

/ 
I l~ 

EXECUTIVE OFFICE OF THE PRESIOENT 

COST OF news LIVIN6 COUNCIL 
Office of Pub lie Affairs 
Room 812 
Washington. D.C 20416 
Phone: 202-254-3010 

An Ohio-based floor covering and carpet manufacturer and a 
cafeteria and food service chain with headquarters in Alabama 
have acted to bring their dividend payments in line with the 
President's guidelines, Donald Rumsfeld, Director of the Cost 
of Living Council, announced today. 

Carthage Mills, Inc., with plants at Cincinnati, Ohio, and 
Chickamauga, Ga., has told the Council that it will omit the 
dividend it would have declared for the first quarter of 1972. 
The firm's action will compensate for an increased dividend it 
had declared during the freeze. 

Morrison, Inc., (formerly Morrison Cafeterias Consolidated), 
Mobile, Ala., has rolled back its fourth-quarter dividend from 
the 12-1/2 cents it had declared, to 10 cents--equal to the 
regular dividend declared for the previous quarter. 

"This further evidence of cooperation by the business 
community with the President's request to hold the line on 
dividends is extremely gratifying," Rumsfeld said. "We will 
continue to seek the cooperation of business, as we enlist the 
support of every citizen, in stemming inflationary pressures 
and working toward a greater prosperity that can be enjoyed 
by all Americans," he added. 

000 
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The Department 01 the TREASURY 
SHINGTON. D.C. 20220 TElEPHONE W04~2041 

FOR RELEASE ON DELIVERY 
Wednesday, November 3, 1971 

ADDRESS BY THE HONORABLE SAMUEL R. PIERCE, JR. 
GENERAL COUNSEL OF THE U. S. TREASURY 

BEFORE 
FEDERAL BAR COUNCIL, LABOR LAW COMMITTEE 

WEDNESDAY, NOVEMBER 3, 1971 
NEW YORK, NEW YORK 

(At 12 Noon E. S. T.) 

PHASE II OF THE PRESIDENT'S ANTI-INFLATION PROGRAM 

On August 15, 1971, the President announced his new economic 
program. It was designed to increase employment; help achieve price 
stability; improve the Nation's balance of trade and payments; strengthen 
the position of the United States in the world economy; and lead to a 
restructuring of the international monetary system. The objective of 
the program which most directly affects all Americans is the one re
lating to price stability. The President seeks to accomplish this 
objective primarily through an anti-inflation program. 

Phase I of this program--a ninety day freeze on all prices and 
wages--is coming to a close. This phase of the program has been working 
extremely well, and I believe its success can be attributed to the broad 
support it has received from the American people. 

The basic plans for Phase II have been completed. The purpose of 
Phase II is to accomplish a transition from the temporary freeze to the 
restoration of free market without inflation. Precisely how long the 
Nation will remain under the controls set up under Phase II is unknown. 
However, it is known that the President intends to remove these controls 
just as soon as it is economically feasible to do so. This means that 
as soon as the threat of continued inflation has been effectively elimi
nated, the President will remove the controls on our economy. 

C-l95 
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Under Phase I the freeze is being monitored by the Office of 
Emergency Preparedness under the policy direction of the Cost of Living 
Council chaired by the Secretary of the Treasury, John B. Connally. 
Phase II will operate differently. 

Under the Presidential executive order governing Phase II, the Cost 
of Living Council will remain as the umbrella policy organization under 
which the groups implementing Phase II will operate. The Cost of Living 
Council will establish broad stabilization goals for the Nation, and 
the Pay Board and Price Commission, acting through their respective 
Chairmen, will prescribe specific regulations, and make rulings aimed 
at carrying out these goals. For example, the COLC has as one of its 
goals to cut the rate of inflation in half, reducing it to 2 to 3 percent 
in 1972. Consequently, the actions of the Price Commission and Pay Board 
should be compatible with that objective. 

In my opinion, the Pay Board and Price Commission are the two key 
agencies in Phase II. The success of this part of the anti-inflation 
program depends very greatly upon them. The Board will be responsible 
for drafting regulations and making rulings which will keep wages and 
salaries at levels consistent with a reduction in inflation. The Commission 
will have to do the same thing with respect to prices and rents. There 
will be great pressures upon the Board and Commission by both business 
and labor to increase prices and wages. Resistance to this pressure 
will not be easy, but unless there is such resistance Phase II cannot 
possibly be a success. 

If wages are allowed to increase faster than the productivity in
creases (which has been the case in the last few years), either the company 
must absorb this increase to the detriment of profits, or the wage 
increases must be passed along to the consumer in the form of higher prices. 
In the past few years profits have borne the brunt of these labor increases 
to the point where they are now at their lowest level relative to GNP since 1938. 

Thus, the agencies must be cognizant of this fact and must realize 
that wage increases in excess of productivity gains will continue to 
exert tremendous inflationary pressures. If excessive wage and salary 
increases do in fact kindle further inflation they will be selfdefeating 
for not only will the worker lose his increase to higher prices but also 
this country will have lost its battle to control inflation. 

It is expected that the rules and regulations promulgated by the 
Board and Commission during Phase II will be voluntarily complied with 
by the American public. It is hoped that this program, like the Federal 
Government's tax program, will succeed because the vast majority of 
Americans will voluntarily adhere to the rules and regulations of these 
agencies. However, the program does have teeth and compliance mechanisms. 



- 3 -

The organization basically responsible for compliance will be the 
Internal Revenue Service. It will have a staff of approximately 3,000 
agents to answer questions about the program and to make certain checks 
and investigations to be sure that the program is being complied with. 
If anyone refuses or fails to comply with the rules and regulations 
established by the Price Commission or Pay Board, that person may be 
subject to a civil or criminal penalty through a law suit brought by the 
Department of Justice. 

It should be noted that the Phase II program is being monitored 
solely by the Internal Revenue Service. The Office of Emergency Prepared
ness which monitored the program under Phase I will have nothing to do 
with the program during Phase II. 

With the exception of raw agricultural products and a few minor 
transactions, the entire economy will be subject to the stabilization 
rules of Phase II. However, I think it is important to point out that 
only a portion of the workers and businesses in the economy will be 
required to obtain advanced approval for wage and price increases. The 
vast majority will either report such changes, after the fact, subject 
to rollback, or not report at all. 

Certain industries and businesses which have such great concentration 
of economic power that their price and wage actions would have very 
substantial impact on the economy will have to get prior permission 
from the Pay Board for a pay increase, and from the Price Commission for 
a price increase. Examples of such industries would be the steel and 
automobile industries. 

Industries and businesses of significant size and importance, but 
which would not quite have the economic concentration of the first 
group would make up a second category. They would have to report after 
the fact to the Pay Board and the Price Commission on their actions, 
subject to revocation, post-audit, and possible rollback. 

The vast majority of businesses would fall into the third 
category. These would be relatively small businesses whose individual 
operations would have a negligible impact on the Nation's economy. 
They would be subject to the controls and would be expected to follow 
the standards and criteria that are laid down by the Pay Board and the 
Price Commission. However, they would not have to report changes in 
their wage or price structures. Their activities would be policed 
primarily through complaints and through spot checks by the Internal 
Revenue Service. 
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In the Executive Order governing Phase II of the anti-inflation 
program, President Nixon provided for several committees. The 
Committee on Interest and Dividends was established. The Committee 
is composed of the Chairman of the Board of Governors of the Federal 
Reserve System, and several other Federal officials. This Committee, 
subject to review by the COLC, is charged with formulating and 
executing a program for obtaining voluntary restraints on interest 
rates and dividends. 

The Order also provides for a committee on the Health Services 
Industry which shall be composed of such members as the President may 
from time to time appoint. It is to advise the COLC concerning 
special considerations that may tend to contribute to inflation in the 
Health Services Industry. It is also to assist the Board and Commission 
in the performance of their functions by making technical analyses of 
specific matters referred to it by the Board or Commission. 

Finally, the Order established a committee on State and Local 
Government Cooperation, and this committee will be composed of such 
representatives of state and local governments as well as others that 
the President may from time to time appoint. This Committee is to 
provide advice concerning special considerations involved in the 
stabilization of prices, rents, wages, and salaries as they relate to 
state and local governments, and their employees. This Committee 
shall also assist the Board and Commission in the performance of their 
functions by making technical analyses of specific matters referred to 
it by the Board or Commission. 

In his Order governing the Phase II program, the President also 
continued the construction industry's stabilization committee which had 
been established by a previous Executive Order on March 29, 1971. This 
Committee is basically responsible for setting wage ceilings in the 
construction industry and will work very closely with the Pay Board. 

In addition, the National Commission on Productivity, which was in 
existence prior to the commencement of Phase I, will serve as an 
advisory body to the COLC on policies, mechanisms and procedures to 
achieve and maintain stability of prices and costs in a growing economy. 

The power of the President to freeze and control wages is based on 
the Economic Stabilization Act of 1970. In reviewing that Act and 
considering the various legal aspects of the Phase II program, several 
of us, having an official interest in it, concluded that the program 
would operate much more smoothly and have -greater chance of success if 
the Economic Stabilization Act were substantially amended. Consequently, 
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a proposed bill to amend the Economic Stabilization Act of 1970 was 
drafted in my office by members of my staff, The General Counsel of 
the Cost of Living Council, members of his staff, and myself. This 
legislative proposal, though changed to some extent by subsequent 
redrafting, was the one submitted by Secretary Connally to Congress 
on behalf of the Administration. 

The Administration bill, if enacted, would amend the Economic 
Stabilization Act of 1970 in a number of respects. 

The present Act contains no statement of findings of Congress as 
to why Congress delegated to the President the power to exercise 
controls over the economy. This omission has been at least partially 
responsible for the current law being under court attack on the ground 
that it is an unconstitutional delegation of legislative authority to 
the Executive branch. Section 1 of the Administration's bill seeks 
to strengthen the constitutional foundation of the Economic 
Stabilization Act by setting forth findings of Congress which explain 
the basis for the stabilization legislation and why discretion to act 
is given to the President to implement this legislation. 

The Administration's bill would give the President authority to 
control interest rates and dividends in addition to prices, rents, 
wages, and salaries. At the present time the President does not have 
the power to stabilize interest rates and dividends. I hasten to 
add, however, the Administration does not expect to use this power 
assuming it is granted by the Congress. It is hoped that companies 
will voluntarily restrict the amounts of their dividends, and that 
lending institutions will voluntarily limit interest rates. Actually, 
interest rates have been declining rather sharply. 

The bill would amend the current law to make it clear that the 
President can delegate authority to boards and commissions to administer 
the stabilization program. Where these boards and commissions include 
members who serve on a part-time basis, the legal authority is lodged 
in their chairmen, who are full-time employees of the United States. 
As such, the President may delegate authority to them. Furthermore, 
conflict of interest laws would be made inapplicable to part-time 
members of the Phase II entities. 

The current law would also be amended to provide for injunctions, 
a criminal fine of not more than $5,000, and a civil penalty of $2,500. 
Each of these sanctions would be enforced by the Justice Department. 
In addition, the proposed legislation would confer authority to issue sub
poenas in connection with any investigation or proceeding connected 
with the stabilization program. 
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Under the Administration's bill any agency administering the 
stabilization program would be generally exempt from the Administra
tive Procedure Act. The rationale for this is that the ordinary 
procedures of the APA would involve undue delay and a great deal of 
manpower. Without the restrictions of the APA, Phase II agencies 
would be allowed to develop streamlined procedures more satisfactory 
to the needs of those agencies than those required under the APA. 

The proposed legislation would establish a Temporary Emergency 
Court of Appeals designed to serve two functions: (1) to exercise 
judicial review of wage-price cases from Federal district courts; 
and (2) to have exclusive jurisdiction to rule on the constitutional 
validity of the Economic Stabilization Act or any regulation or order 
of Phase II agencies. With regard to this second function, in any 
civil action in a district court of the United States in which the 
court determines that a substantial constitutional issue exists, the 
court would' certify such issue to the Temporary Emergency Court of 
Appeals. Upon such certification, the Court of Appeals would 
determine the appropriate manner of disposition, which might include 
that the entire action be sent to it for consideration, or that the 
matter be remanded to the certifying court for further disposition 
pursuant to instructions from the appellate court. 

In a criminal action, the entire case, including any constitutional 
issue, would initially be decided by the district court. The constitu
tional issue would only be decided by the Temporary Emergency Court of 
Appeals when and if the criminal case was appealed. 

The Administration's proposal would also provide for the President 
to hire the necessary personnel for the Phase II program, and would 
authorize funds to be appropriated to the President to carry out the 
program. 

In addition, the Economic Stabilization Act would be ext~nded for 
one year, to April 30, 1973, and actions already taken by the President 
in carrying out Phase I of the anti-inflation program would be ratified 
by Congress. Finally, the bill contains a severability clause which 
provides that if part of the Economic Stabilization Act is struck down, 
the rest of the Act would remain valid. 

Well, there it is. The stage for Phase II has been set. The 
overall plans have been made, the price-wage mechanisms have been 
determined, and it is expected that Congress will enact the amendments 
to the Economic Stabilization Act proposed by the Administration. The 
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principal actors--those basically responsible for carrying out the 
program--have been chosen. In my opinion, just how good the 
performance will be will depend in large measure on the quality of 
the rules and regulations promulgated by the Pay Board and Price 
Commission and the degree to which they are voluntarily complied 
with by the American public. 

000 



FOR IMMEDIATE RELEASE 
November 4, 1971 

EXECUTIVE OFFICE OF THE PRESIDENT 

COST OF nels 
LIVING COUNCIL 

Office of Pub lic Affairs 
Room 812 
Washington. D.C. 20416 
Phone: 202-254-3010 

Donald Rumsfe1d, Director of the Cost of Living Council, 
today announced the appointment of Dr. Marvin H. Kosters as 
Assistant Director for Planning and Analysis for the Cost of Living 
Council. In this position, he will be responsible for general 
economic planning and wage, price, and agricultural policy 
analysis for the Council. 

Kosters was Director of Planning and Analysis during the 
Phase I wage-price freeze, when he was on loan from his regular 
position as Associate Director for Policy, Evaluation, and Research 
in the U.S. Department of Labor's Manpower Administration. He 
also has served as a senior staff economist on the Council of 
Economic Advisors. 

He received a Bachelor of Arts degree, majoring in Economics, 
from Calvin College, Grand Rapids, Mich., and a Doctorate in 
Economics from the University of Chicago. 

Kosters is a native of Corsica, S.D. He and his wife, the 
former Bonnie Eckels, of Britt, Iowa, have three children: Mark, 
Elise, and Barbara. The Kosters family resides in Arlington, Va. 

000 
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The Department 01 the TREASURY 
SHINGTON. D.C. 20220 TElEPHONE W04~2041 

FOR lliMEDIATE HELFASE November 4, 1971 

TREASURY ANNOUNCES AUCTION OF $2-3/4BILLION OF NOTES 

The Treasury announced today that it will auction $2-3/4 billion of 4-7/8% 
L5-month notes on Tuesday, November 9. An additional amount of the notes will 
)e awarded to Federal Reserve Banks and Government accounts at the average price in 
=xchange for securities maturing on November 15. The notes will be dated November 15, 
L971, and will mature on February 15, 1973. The details of the sale, which vTill 
?rovide cash to payoff the November 15 maturities not exchanged in the current 
~efunding and raise part of the cash needed for the rest of the calendar year, are 
lttached. 

The Treasury said that preliminary reports indicate that in the current refunding 
wout $2.5 billion of the $3.8 billion of securities maturing November 15 held by the 
)ublic have been exchanged for new securiti~s, leaving $1.3 billion, or 34%, 
m.exchanged. About $2.1 billion has been exchanged for the new 7-year notes and 
.bout $0.4 billion for the new 15-year bonds. Federal Reserve Banks and Government 
.ccounts have exchanged $2.6 billion of the $4.1 billion held by them. In addition, 
ash subscriptions for the new bonds total about $25 million. 

In the prerefunding, about $3.2 billion of the $8.0 billion of the 1972 maturities 
eld by the public have been exchanged, about $3.0 billion for the nevi notes and about 
0.2 billion for the new bonds. 

On the basis of these preliminary reports, the total of the new securities 
ssued to the public will be $5.1 billion of 7-year notes and $0.6 billion of 15-year 
onds. 

More complete details and updated figures on the refunding, the prerefunding 
nd the cash sale of bonds will be released on Monday afternoon. 



The Department 01 the TREASURY 
SHINGTON. D.C. 20220 TElEPHONE W04~2041 

'OR IMMEDIATE RELEASE November 4, 1971 

DETAILS OF TREASURY ANNOUNCEMENT OF AUCTION OF $2-3/4BILLIOW OF NEW NOTES 

The $2-3/4billion, or thereabouts, of 15-month Treasury Notes of Series~-1973 
o be sold at auction under competitive and non~ompetitive bidding will be issued on 
ovember 15, 1971, and will mature February 15, 1973 

The notes will be issu~d in registered and bearer form in denominations of $1,000, 
5,000, $10,000, $100,000 and $1,000,000. Interest will be payable on February 15 and 
~gust 15, 1972 and February 15, 1973. 

Tenders for the notes will be received up to 1:30 p.m., Eastern Standard time, 
~esday, November 9, 1971, at any Federal Reserve Ba~ or Branch and at the Office of 
1e Treasurer of the United States, Washington, D. C. 20220; provided, however, that 
)ncompetitive tenders will be considered timely received if they are mailed to any 
~ch agency under a postmark no later than November 8. 

Each tender must be in the amount of $1,000 or a multiple thereof, and must state 
le price offered, if it is a competitive tender, or the term "noncompetitive", if it 
: a noncompetitive tender. The price on competitive tenders must be expressed on the 
,sis of 100, with two decimals, e.g., 100.00. Tenders at a price less than 99.76 will 
It be accepted. Fractions may not be used. The notation "TENDER FOR TREASURY NOTES" 
ould be printed at the bottom of the envelope in which the tender is submitted. 

Public announcement will be made of the amount and price range of accepted tenders. 
ose submitting tenders will be advised of the acceptance Or rejection thereof. The 
cretary of the Treasury exPressly reserves the right to accept or reject any or all 
nders, in whole or in part, and his action in any such respect shall be final. 
bject to these reservations noncompetitive tenders for $4JO,000 or less will be 
cepted in full at the average price (in two decimals) of accepted competitive tenders. 
is price may be 100.00, or more or less than 100.00. 

Commercial banks, which for this purpose are defined as banks accepting demand 
posits, may submit tenders for account of customers provided the names of the 
stomers are set forth in such tenders. Others than commercial banks will not be 
rmitted to submit tenders except for their own account. 

Tenders will be received without deposit from commercial and other banks for their 
n account, Federally-insured savings and loan aSSOCiations, States, political sub
VlSlons or instrumentalities thereof, public pension and retirement and other public 
nds, international organizations in which the United States holds membership, foreign 
~tral banks and foreign States, dealers who make primary markets in Government 
~urities and report daily to the Federal Reserve Bank of New York their positions 

(OVER) 
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i'li th resnect to GD'JCrrur.ent securities and borrowings thereon, Federal Reserve Banks, 
and GO'le~nment accounts. Tenders from others must be accompanied by payment of 5 
rerce:1"':, 0: the face arr,oun-::' of notes applied for. 

raymer.:. :':)r accepted tenders must be completed on or before Monday, November 15, 
IJ71, at the ?eleral ReseY'.'e 3an~ or 3ranch or at the Office of th~ ;reasurer of the 
i.nitcJ StatEs in cash, 5-3/8% C;:ycasury Notes of Series B-1971, 7-3/ 4 iO Treasury Notes 
01' Series G-1971 or 3-7/8~) 'lreasury Donds of 1971, which will be accepted at r ar , or 
other funds immediately ava:"lable to the Treasury by that date. Where ~ll payment 
i::: not cor:.rleted in funds ava'lable by the payment date, the allotment wlll be can
celed and ~he denosi t with the tender up to 5 percent of the amount of notes allottee 
will be subject to forfeiture to the United states. 

Nonbank investors should understand that their checks will constitute payment 
only if they are fully and finally collected by the payment date Monday, November 15, 
1971. Checks not so collected lvill subject the investor's deposit to forfeiture as . 
set forth in the preceding paragraph. A check payable other than at a Federal ReserYf 
Bank received on the payment date will not constitute immediately available funds 00 

that date, The Treasury will construe as timely payment any check payable to the 
Federal Reserve Bank or the Treasurer of the United States that is received at such 
bank or office by Wednesday, November 10, 1971, provided the check is drawn on a bam 
in the Federal Reserve District of the bank or office to which the tender is submitt~ 

A check submitted for the fUll amount of a tender should be, in the case of a tender 
at a competitive price, equal to the total purchase price of the notes bid for, or, 
in the case of a noncompeti ti ve tender, equal to the fUll face amount of the notes bi/ 
for. Bidders on a noncompetitive basis who submit checks for the face amount of the 
notes bid for will be (1) required to pay an additional amount if the purchase price 
is more than 100, or (2) paid the difference if the purchase price is less than 100, 

Commercial banks are prohibited from making unsecured loans, or loans collater~ 
in whole or in part by the notes bid for, to cover the deposits required to be paid~ 
tenders are entered, and they will be required to make the usual certification to that 
effect. Other lenders are requested to refrain from making such loans. 

All bidders are required to agree not to purchase or to sell, or to make any 
agreements with respect to the purchase or sale or other disposition of the notes bie 
for under this offering at a specific rate or price, until after 1:30 p.m., Eastern 
standard time, Tuesday, November 9, 1971. 



OPENING REMARKS 

DELIVERED BY UNDER SECo 
WALKER 

November 4, 1971 

The wholesale price figures for October represent the 

most reassuring report on inflation that we have seen in a long 

time, and provide encouraging evidence that the wage-price freeze 

is putting the brakes on inflation. 

The announcement put out this morning by the Bureau of 

Labor Statistics shows that: 

Wholesale prices declined by one-tenth of one per

cent from September to October, a figure that 

contrasts sharply with an average monthly increase 

of four-tenths of a percent over the first eight 

months of the year. 

Prices of industrial commodities showed no change 

over the latest month, and declined by three-tenths 

of one percent on a seasonally adjusted basis. The 

latter figure is the largest decline in more than a 

decade. 

Industrial prices, seasonally adjusted, have now declined 

for two consecutive months--the first time this has 

happened since 1962. 
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Of the 15 major commodity groups measured by the 

index, eight went down between September and October, 

five showed no change, and only two went up. The price 

increases in the two groups that did move up--farm 

products and transportation equipment--are easily under

stood within the rulings of the wage-price freeze. 

Raw agricultural products are exempt, and automobile 

prices went up under the seasonality rule when the new 

1972 models were introduced. 

Prices for a handful of the detailed commodity groups 

show increases of some significance from September to 

October, but none of these appear to indicate violations 

of the freeze. All of them appear to be explainable 

in terms of the rules for imported goods,the May 25, 

1970 ceiling, and technical adjustments to the index 

that reflect price increases that actually took place 

in earlier months. 

These highlights from the wholesale price index--which is 

ene of our best indicators of inflationary pressures, and is perhaps 

the most unambiguous measure of the impact of the wage-price freeze 

that we have--provide persuasive evidence of broad compliance with the 

freeze. As such they reinforce the information available from other 

sources--the Consumer Price Index, the report released earlier this 

week by the National Association of Purchasing Agents, and the comprehen

sive spot checking carried out each week by the Internal Revenue Service. 
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These sources indicate that all but a very small percentage of the 

economic transactions in this country are being carried out within 

the freeze guidelines. 

There is still a long road to travel in putting an end 

to the inflation that has characterized the American economy for the 

past six or seven years, but the President's stabilization program 

is providing a very auspicious beginning. 



NEWS 
USDL 71-590 
Bureau of Labor Statistics 
(202) 961-5204 or 961-3096 

01 

U. S. DEPARTMENT OF LABOR 
OFFltE OF INFORMATION, WASHINGTON, D. C. 20210 
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WHOLESALE PRICE INDEXES 

October 1971 

The Wholesale Price Index of All Commodities declined one
tenth of one percent (0.1 percent) between September and October, 
the U.S. Department of Labor's Bureau of Labor Statistics 
announced today. 

* Industrial commodities showed no change. 
* Prices of farm products and processed foods and feeds also 

held steady on average, with a rise for farm products 
offsetting a decline for processed foods and feeds. 

* Consumer finished goods, an index closely comparable to 
the commodity component of the Consumer Price Index, 
increased 0.2 percent. 

* Of the 15 major commodity groups measured by the Wholesale 
Price Index, 8 declined between September and October'- 5 
showed no change and 2 increased. 

In October, the All Commodities index was 114.4 (1967=100), 3.1 
percent above a year earlier. 

Seasonally adjusted changes 

On a seasonally adjusted basis, the Wholesale Price Index 
increased 0.1 percent in October. 

* Industrial commodities were down 0.3 percent. 
* Fdrm products and processed foods and feeds rose 1.4 

percent. 
* Consumer finished goods were up 0.6 percent on an adjusted 

Dasis, principally because of higher prices for food. 

The October increase in the seasonally adjusted all-commodities 
index of 0.1 percent followed a decline of 0.4 percent in Sept
ember. In this two-month period the WPI declined on average 0.2 
percent per month. This compares with an average monthly rise 
of 0.4 percent during the six rronths from March through August, 
the period immediately preceding the stabilization action. The 
decrease over the 2-month period in the industrial commodities 
index averaged 0.2 percent per month in contrast to an average 
monthly rise of 0.5 percent in the March-Augus~ period. The 
index for consumer finished goods declined on average 0.1 percent 
in the September-October period compared with an average monthly 
increase of 0.3 percent in the six months preceding the freeze. 
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Price changes for materials and finished goods (seasonally 
adjusted) 

Among consumer finished goods, foods (seasonally adjusted), 
advanced 2.1 percent,offsetting the preceding month's decrease, 
chiefly reflecting price increases for fresh vegetables and 
fruits, dairy products and meats; foods were 3.3 percent higher 
than a year earlier. Consumer nonfood finished goods were down 
0.3 percent over the month. Within this grouping nondurable 
finished goods declined 0.1 percent, largely as a result of lo~er 
gasoline prices. Consumer durables also dropped (by 0.5 percent) 
for the most part because passenger car prices did not increase 
by as much as usual for this time of year. 

Lower seasonally adjusted prices for passenger cars as well 
as motor trucks were the predominant influence in the drop of 
0.4 percent for producer finished goods. Processed (inter
mediate) materials, supplies and components (excluding foods and 
feeds) were down 0.2 percent. On the other hand crude materills 
for further processing (excluding foods, feeds and fibers) ruse 
0.3 percent. 

Price changes for commodity groups, not seasonally adjusted 

The only major increase among industrial commodities in October 
was for passenger cars and motor trucks which usually rise in 
October. In September prices included in the index were entirely 
for old-model year vehicles on which rebates were offered in 
order to reduce inventories. However, in October prices used in 
the index were for new-model year vehicles on which as usual 
there were no rebates. 

Prices of most other industrial commodities either moved lower 
or remained unchanged in October. The most important decline both 
percentage-wise and in terms of influence on the overall inJex was 
for lumber and wood products. The decrease was much steeper than 
that in September which had followed an 8-month period of almost 
continually rising prices. Softwood plywood and lumber showed 
the largest declines. Weakness also affected the fuels as prices 
dropped for gasoline, residual fuel and electric power. Decreases 
for nonferrous metals, iron and steel scrap, steel mill products 
and some fabricated metal products brought the metals index down. 
Chemicals and allied products were lower in price chiefly because 
of declines for inedible fats and oils and fertilizer materials. 
Textiles--most notably manmade fiber products--declined after 
shOWing considerable strength through the end of the summer. 
There were widespread decreases among rubber. and plastic products. 
Nonmetallic mineral products registered the first decline since 
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September 1968 chiefly because of price weakness for gypsum 
products. 

Substantial increases for fresh and dried vegetables and hogs 
caused most of the rise in the farm products index; fresh fruit 
and raw cotton also were up in price, but eggs, live poultry, 
cattle, grains and oilseeds declined. The processed foods and 
feeds index dropped chiefly as a result of lower prices for 
manufactured animal feeds, processed poultry, fats and oils, 
sugar and confectionary and canned vegetables and juices; dairy 
products, meats and flavoring syrups were higher. 

Impact of Wage-Price-Rent Stabilization Action 

The 0.1 percent decline in the All Commodities Index between 
September and October is largely attributable to commodities 
subject to the provisions of the President's stabilization action. 
There was a net upward movement in October for raw agricultural 
products which are uncontrolled and imported items to which 
special regulations apply. Excluding these raw agricultural 
products and imports, the WPI shows a decline of 0.1 percent. 
The index for industrial commodities which was unchanged in 
October, reflects declines in controlled commodities which offset 
increases for some imported industrial commodities and dome~tic 
passenger cars and trucks. Domestic cars increased 1.6 percent 
over the month, a less than seasonal rise. 



Table 1. Wholesale price indexes for major ~o.mod1ty groups, 
(unadjusted. unless otherw1se.indicated) 

Indexes (1967-100 
un "'-"---'Lth.rwl. 

Commodity Groups 

J I I Oct. Sept. July Oct. month 1971 1971 1971 1971 a~o 

'11 commodities--------------------- __________ 
114.4 114.5 114.6 111.0 .1 'Il commodities (1957-59=100)----------------- 121. 4 121.5 121. 6 117. B 

Farm products. anJ prOLI::~s~>J foods dn J feeds-- 113.0 113.0 115.0 110.3 0 Farm products------------------------------- 111. 3 110.5 113.4 107.8 .7 Processed foods and fccds------------------- 114.1 114.6 116.0 111. 8. .4 
Lnliusrrial (JmmuJLti~~-------------- __ -------- 115.0 115.0 114.5 111. 3 0 Textlle p r .Ill u c t" .lIte] .lppdr~l---------------- 109.6 109.7 109.2 107.3 .1 Hides. s k \ ns , 1<-'03 t h L' r • an d related product<;.- 114.7 114.7 114.2 110.4 0 Fut" 1 s anJ re 1 a t I! J products and power-------- 114.8 115.3 114.4 108.7 .4 Cheml.":.:lls and ..1 J 1 I l' J rroducts--------------- 104.2 104.3 104.4 103.0 .1 !{ubh. r "n J pI as til prvuucts----------------- 109.5 109.7 109.7 109.5 .2 t. umh L' r "nd wouLi pr0duLts-------------------- lll.8 134.3 130.6 113.1 1.9 P u 1 p. paper, ..In J d 1 1 i e d products------------ 110.6 110.6 110.5 108.9 0 >tl' (..11 s an d metal pr0ducts------------------- 121. 0 121. 1 119.4 117.7 .1 ~1.lchLnery an d equipment--------------------- 116.0 116.0 115.7 112.7 0 Furniture and household durables------------ 110.2 1l0.2 110.0 108.0 0 Nonmetallic mineral products---------------- 124.1 124.2 123.3 114.2 .1 Transportation equipment (Dec. 196B~100)---- 110.7 109.6 110.3 10 B. 2 1.0 ~llscellane()us pr0ducts-----~--~------~-~---- 113.0 113.0 112.8 111. 6 0 
'Il',I"','Il,lll\ .10 j U::, t e,[ : 

~ ,I r r:l pruJu~t~----------------- ______________ 
113.8 110.9 111. 0 2.6 I' r ,q l''''' e J I u ,) J s .il,.} feeds---------- _________ 
114.6 114.0 114.5 .5 

'; 

Per-cent 
October 

I 

Table 2. Percent Changes from Previous Month in ~ndexes for WPI Groupings 
Unadjusted and Seasonally Adjusted 

-~--~,-. 

I Farm products~ 
All c<Jmmodities I Industrial and processed foods Consumer finished Consumer foods 

'1\1n t h I commodities and feeds Roods total 

I Un ,d' I Ad;. I Seas. 1 5 e as. 
Unadi· 1 Sea •. I Seas. 

Unad' . 'd 1. Unadl. Ad..!._ Ad Un ad' . Ad' . 

Oc t. 1970. .2 . B .5 2.0 .7 .3 .2 - 2.5 .6 

:iov ....... .1 .1 0 .1 .4 .4 .4 .1 .6 .1 

De c. .1 0 .4 .3 .5 .5 .1 .9 .7 

Jan. 1971. .7 .4 .4 .3 1.3 .2 .7 .5 1.2 .3 

Feb .••. , .• .9 · B .3 .1 2.6 2.5 .6 .6 1.4 1.7 

Kar •.••.•• .2 .2 . J · J .2 0 .1 .2 .6 • 9 

Ap r, ... , .. .J · 5 .4 .5 .1 .5 .1 .3 .1 .8 

May ....... .4 · 3 .4 .4 .9 .2 .6 .4 1.0 0 

June •.•••• .4 .4 .2 .3 1.0 .4 .4 .1 .7 0 

July, •• , •• . 3 .2 .5 · 7 .3 1.0 .1 .5 .7 - 1.6 

Aug •••• , •• '.J · 7 .5 .5 .3 1.4 .3 1.1 .4 2.2 

Sep [. ... " .J .4 .1 · 1 1.4 1.7 .5 .9 1.0 2.1 

Oct .. " ' .• .1 · 1 0 .3 0 1.4 .2 .6 .1 2.1 

change to 
from: 
3 ! months year 

aRo ago 

.2 3. 1 

1.7 2.4 
1.9 3.2 
1.6 2. 1 

.4 3. 3 

.4 2. 1 

.4 3.9 

.3 5.6 

.2 1.2 

.2 0 

.9 16 .5 

.1 1..6 
1.3 2.8 

. 3 2.9 

.2 2.0 

.6 8.7 

.4 2.3 

.2 1.3 

2.5 
.1 

Consumer goods 
excluding foods 

I Seas. 
Unad Ad 

1.3 .7 

.2 .3 

.5 .5 

. ~ .6 

.1 0 

.2 .1 

.1 0 

.4 .4 

.1 0 

.4 .S 

.1 .2 

.2 .1 

.3 .3 
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Table 3. Percent changes in WPI and Components 
(Seasonally adjusted compound rates for) months 

and 6 months; unadjusted for 12 months} 

farm pruducts 
All Commodities Industrial and processed loud...; 

Month commodities and feeds 
From ) ~From 6 IFrom 12 From 31From 6 lFrom 12 From) 1 from 61 From I 
months months months months months months months months m,'nths 

ago ago ago ago ago ago ago ago ilK" 

Oc t. 1970 2.8 2.6 3.4 3.8 4.1 3.9 0 -1.8 1.5 
Nov. 2. 1 2.5 2.6 3.4 3. 3 3.6 -1.1 .4 · 1 
De c .. .6 2.2 2.3 3. 8 3.4 3.6 -6.6 .4 -1. 2 

Jan. 1971 1.2 2.0 2.3 2 .9 3. 3 3.6 -3.2 -1.6 -1.5 
Feb. 4.6 3.4 2.8 2.9 3. 2 3. 5 8.9 3.8 · 7 
Mar. 5.4 3.0 2.8 2 . 9 3. 3 3.6 11. 3 2.0 · c, 
Ap r. 6.0 3.6 3.1 3. 7 3.3 3. 7 12.9 4.5 1.3 
May 3.9 4. 3 3.4 5.0 4.0 3.6 1.4 S. 1 2.8 
June 4. 7 5.0 3.6 5.3 4. 1 3. 7 ) . 2 7 .2 3.3 
July 3.5 4. 7 3.3 6. 1 4.9 4.1 - 3 . 1 4 .6 1 . 4 
Aug. 5.3 4.6 4.0 6.5 5. 7 4.4 3.2 2. 3 3. 1 
Sep t. 2. 1 3.4 3.2 4. 7 5.0 4.2 -5.5 - 1. 2 .4 
Oct. 1.7 2.6 3.1 . 7 3.4 3. 3 4.3 .5 2. " 

Consumer Finished Consumer goods 
Month Goods total Consumer foods excluding foods 

From 3 IFrom 6 I From 12 From 3 \FrOm 61From 12 From 3 I From f, I fro m 12 
months months months months months months months months months 

ago ago ago ago ago ago ago ago agC' 

Oc to 1970 3. a 1.5 2. 3 - 2. 5 - 3.3 .5 5. 7 4.4 3.6 
Nov. 2.9 2.0 1.7 -I..', -1. 1 -1. 1 5. 7 4. 1 3.6 
Dec. 1.5 2.2 1.5 -5.5 -1.9 -2.4 6 .4 5. 1 4.0 

Jan. 1971 2.9 2.9 1.6 - 2. 1 - 2. 3 -2.7 6.0 5.8 4 ') . ~ 
Feb. 5.2 4.1 2.2 5. 1 1.8 -1.0 4.8 5. 3 4.1 
Mar. 5.5 3.5 2.2 12.0 2.8 .4 2.2 4.3 3.8 
Apr. 4.4 3.7 2.6 14. 3 5.8 1.1 .4 2.8 3.6 
May 3.3 4.2 3.1 6.9 6.0 2.4 1.1 2.9 3.5 
June 2.9 4.2 3.2 3. 2 7.5 2.6 1.5 1.8 3.4 
July .4 2.0 2.4 -6.4 3.4 .5 3. 3 1.5 3.6 
Aug. 2.5 2.9 3.5 2. 1 4.4 3. 1 2.5 1.8 3. 5 
S ep to -1.4 .7 2. 1 -6.1 -1.6 .6 2.2 1.8 3. 1 
Oc to 3.2 1.4 2.5 9 . 1 1.0 3.3 - • 7 1.3 2.0 

Sote on relative im2ortance. As of December 1970, industrial commodities acc~unt f n r 

73.664 percent of th e All Commodities index; farm products and processed foods 3n d f c' ~ d s 
26. J 36 percent. Consumer foods account for 38.251 percent of the tot a 1 consumer f i [1 1 ',II t' d 
goods in de x an d consumer goods excluding foods 61.749. Consumer finished ,,0, "1,, h.} '.' 1..' 

weight of 33.487 in the All Commodities index. 

5 
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Table 4. Wholesale Price Indexes for Speci.l Groupings 
Unadjusted and Sea80nally Adjusted 

Commodity Groups 

Consumer finished goods 
Not •••• onally .djusted--------
Sea.onally adjusted-------------

Food. 
Not seasonally adjusted------
Seasonally adjusted-----------

Finished goods, ex. fooda 
Not aeaaonally .djusted------
Seasonally adjusted-----------

Nondurable 
Not aeasonally adjusted----
Sea.on.lly .djusted---------

Durable 
Not .easonally adjusted----
S ••• onally .djusted---------

Intermediate materials, supplies 
and compon.nt. ex. selected 
items 1/ 
Not .;asonally adjusted--------
Sea.onally adjusted-------------

Crude materi.ls for further proc
••• ing, ex. .elected items 2/ 

Not .ea.onally adjusted---~----
Sea.onally adju.ted-------------

Producer finished goods 
Not seasonally adjusted--------
Sea.onally adju.ted-------------

Manufactured goods, total 
Not .easonally adjusted--------
Sea.onally adjusted-------------

Durable 
Not sea.onally adjusted------
Seasonally adjusted-----------

Indexes ~19'7.100) 

Oct. 
1971 

112.9 
113.2 

115.0 
116.3 

Ill. 6 
111.3 

Ill. 7 
111.7 

Ill. 3 
110.6 

115.7 
115.9 

122.9 
123.6 

117.1 
117.0 

114.5 
114.6 

118.3 
118.3 

Sep t. 
1971 

112.7 
112.5 

114.9 
113.9 

111.3 
111.6 

111.9 
111.8 

110.4 
111.2 

115.9 
116.1 

123.0 
123.2 

116.9 
117.5 

114,7 
114.B 

I1B.3 
11B.B 

Oct. 
1970 

110.1 

111.3 

109.4 

109.2 

109.7 

111.0 

120.6 

113.8 

111.2 

113.6 

Percent change to 
Oct. 19 7 1 from : 

1 1 
month year 

ago ago 

.2 

.6 

.1 
2.1 

· 3 
- .3 

- .2 
- . 1 

· 8 
- .5 

- .2 
- • 2 

- .1 

• 3 

.2 
- .4 

- .2 
- .2 

o 
- .4 

2.5 

3.3 

2.0 

2. 3 

1.5 

4.2 

1.9 

2.9 

3.0 

4. 1 

_______________ -L-____ ~ ____ ...I...-___ ~ ____ ...I..._ _____ _ 

!/ Exclude. intermediate materials for food manufacturing and manufactured animal feeds. 

~/ Exclude. crude foodstuff. and feedstuffs, plant and animal fibers, oilseeds. and leaf 
tobacco. 



Table 5. Ilholesale price indexes for commodity groups and subgroups, October 1971 

(1967-100 unless otherwise indicated) 

Indexes Percent 
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change to 
1 '71 1970 October 1971 from: 

Croupint; 

Farm product5--------------------------------------
fresh And dried fruits and vegetables------------
Grains------------------------------------------
Livestoc~---------------------------------------

Live poultry-------------------------------------
Plant and aninal fihers--------------------------
fluid ~iIK---------------------------------------

E6b S ---------------------------------------------
1,.1Y) Layscpd~, ann oilseed::;----------------------
Otl~('r f;'!r'n products------------------------------

Processed foods and feeds-------------------------
Cere"l and bAkery l)rodLlcts----------------------
~!eats, poultry, dl,d fi~!,-------------------------

lJill r Y tJ 1 (, (i \.. c t 5 - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - --

Proce~sed truit~ nllO vc~eta~)leS-----------------

Sugar and conit:~ctionery- ... ------------ .......... - ... --,·---
Beverages anu beverage materials----------------
Ani.al fat. rlnd 0115----------------------------

Crude veoetabl~ oils----------------------------
Refined vegetable oils--------------------------
VeJetAbl~ oil ~nd products----------------------
Miscellaneous ~rocesseJ food~-------------------

~anuf~cturcJ ~ni~al fe~us------------------------

Textile products ~nd apparel-----------------------
Cotton ?roJucts---------------------------------
Wool rroducts------------------------------------ : 
~1arunade tiber textile products-------------------

Ap~arel------------------------------------------
Te::tile housefurllishin~s-------------------------
~iscellaneous textile products-------------------

P.ides, skins, le.:1ther. 2nd relateu products--------
lIides arid skins---------------------------------
Leather-----------------------------------------
Footwear-----------------------------------------
Other l~athcr and related products---------------

Fuels and related products and power---------------
Coal--------------------------------------------
Coke--------------------------------------------
Gas fuels---------------------------------------
El~ctric power----------------------------------
Crude p~troleu~----------------------------------
Petroleum products, refilled----------------------

Chenicals and allied products---------------------
Industrial chemicals-----------------------------
Pr~~arcd paint----------------------------------
Paint ~at~rials----------------------------------
Drugs and rha[Q8ceutical~------------------------
Fats ar.d oils, inedibl~--------------------------

'\IFicul tural cl'emicals and ub~mic81 productc-----
21astic rc~ins and materials--------------------
Other cheoicals and ~llied products--------------

lubber and plastic products------------------------
Rubber 1nd rubb~r ['roducts--------------------- __ 

Crude rubber-----------------------------------
Tire" ond t~Lcs--------------------------------
Miscellaneous rubber products-----------------

Plastic construction products (Dec. 1969-100)---
Unsupported plastic fil~ and sheeting 

(Dec. 1070-100)--------------------------------
La~inatcd plastic shee~s, high pressure 

(Dec. 1970-100)--------------------------------

Oct. 

111.3 
115.8 

S 8. 3 
120.9 

9 3 .5 
96. J 

1 19.2 
92.4 

107.9 
115.4 

1 14 . 1 
111. 3 
1 16 . 9 
116.4 
115. 3 
1 I 8 • 7 
116.4 
132 . 1 
128.9 
127 .9 
122 . 8 
112.7 

98. 7 

109.6 
112.2 
92.4 

102.5 
113.8 
10~.1 

120.8 

114.7 
1 17 .2 
113.4 
I 17 . 1 
109 .0 

1 14.8 
182.9 
150.S 
108. 8 
116 . 3 
1 1 1 • 2 
1 () 10 • 3 

10 ~ . 2 
102.4 
115.9 
99. 7 

102.6 
12 9.0 
90.4 
,,9.9 

112 .5 

109,5 
1 I 3. 3 

'i'i.0 
110.8 
1 19. 2 

94 .6 

100.0 

98.2 

Sept. 

110.5 
103.6 

89.0 
119. 1 
102 .8 

95.2 
119. :z 
107.8 
108.9 
115.6 

114.6 
Ill. 3 
117.5 
115.4 
115.7 
119.8 
116.0 
136. 5 
135.6 
133.6 
123, 3 
113.0 
101. 3 

109. 7 
112.2 

92. 5 
103. 1 

113.8 

10" . 1 
119 . 8 

11".7 
1 1 7 . 7 
113.4 
11 7 . I 
109.0 

115. 3 
182.9 
1 50.5 

108. " 
1 16. " 
11 3 . 2 
107. 3 

104, J 
102.::' 
115. 9 
99. 7 

102.6 
132 .9 

9 I . 0 
89.5 

112 . " 

109.7 
I 1 3 . 7 

99.3 
110.3 
I 19 . H 

9:' . 7 

100.0 

98.6 

Oct. 

107.8 
100.8 
104. 1 
110.6 
93.4 
88.9 

115. 3 
104.6 
106.6 
117.6 

Ill. 8 
109.9 
1 10 . 9 
112.0 
111. 1 
118.6 
114.5 
141. 2 
1 3 I . 1 
123. 9 
115.2 
1 14 . 2 

10" . 2 

107.3 
106.0 
97. 7 
99.1 

112.3 
104.9 
106.5 

1 1 () . 4 
103.2 
107.1 
11 j . 8 
106.8 

108.7 
175. 2 
145.9 
107.0 
107.2 
1(14. 8 
101. 6 

103. 0 
101.5 
1 I 2 . 7 
100.1 
101.2 
144.4 
89.5 
91 . J 

1 0 9 . 3 

1 (] 9. S 
112.8 

99 .6 
11 2 . 0 
I 1 7 . 0 

95 . 5 

1 1 
month year 

ago ago 

O. 7 3 .2 
11.8 14.9 

.8 15 . 2 
1.5 9 . 3 
9.0 , I 
1 . 2 tS • J 

0 3. " 
14. 3 I I , 7 

.9 I, .! 

.2 I. 'i 

.4 2 • I 
0 I . 3 

.5 5 . ~ 

.9 j . 9 

· 3 J.8 
.9 
.3 I. 

J . 2 h. 
4.9 I. 
4. 3 3 . 2 

· " b . b 

· 3 1 . } 
2 • 6 5 . 

· 1 2 . 
0 5.8 

· 1 j. 

.6 J.~ 

0 I . J 
0 · " .8 1 j . ~ 

0 .lol) 
.4 ) .ll 

0 5 . 9 
U .! . ~ 

0 ~ .. 

. 4 5. !) 

0 ..... 
0 j, .: 

, .. I . 7 

· I 8.j 
0 S.o 

.9 !-+ • b 

· I I . C 
0 
0 2. tS 
0 · :. 
0 1. -4 

2.9 10. 7 

· 7 1 . (] , 1 . 5 ." 
, I ::. .9 

, (] 

.~ · " 
· J • h 

CJ 

· 5 " 
· , 

II 
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Table 5. 1:i1Olcs;,le price illdexes for co:".:noJit~, <;,oul's and 5ub&roups, October 1971--ContinupcI 

(1:167-100 unless other-lise indicated) 

Grouping 

LunGer .:lad wood products---------------------------
Lu~ber------------------------------------------

:Iillwork-----------------------------------------
Pl~'o0d------------------------------------------

Other ~00d products------------------------------

Pul~, ,'al'er, and "1Li,,d ?ro(\ucts------------------
rulp, paper, a:ld l'roduct~, cxcludin£ building 

paper and board------------------------------
"oodpulp--------------------------------------

\~J~te~a?er------------------------------------
i'a~ler - -_ .... - ......... _ .. -- -- - -- ...... -_ .. -- .... - ........ - -- .... ---

P~?crbourd-------------------------------------
Converted ~.:::l,>er ~lnd r.1.iH:2rl,oard products-------

Buildill~ ?~pcr alld bo~rd-------------------------

~:et]l~ 2..:,d etal prodllct::;--------------------------
Iron and 'teel-----------------------------------
::0.1 f ,--'rrOllS ""et a 1 s - - ....... _ .. -_ .. -- ....... -- .. -_ ... - ........ -- ---

~:e t.:11 CO:lt.1 i:1e r s -- - - -- -- -- - -- -- - -- -- - - - - -- -- -- ---
;;;I~dw~'::::-e - - - - - - - - - --- -- -- - - --- ... ---- -- - --- - - --- -- --
Plu~bin~ fixtures nnd brass fittings-------------
I 'P.1t i n6 equ ipe, e nt -- -- - -- -- - -- --- -- - - -- -- - -- - - - - --
FabricateJ ~tructurRl ~~tal products------------
~iscellane0~s ",etal products---------------------

~!,lC'~ i. nery ,::t. nd cC\u iiJ~ent - ... -- - ... - ----- .. -- ---- - ---- - --
~~rlcultural ~achinery and equipment------------
Construction ~achinery and equipment------------
~etalworking nachinery and equip~ent------------
Ge;1er.:11 Puri)ose fTIacllincry and equip'-:1ent---------
Special industry ,"achinery and equip~ent--------
Electrical machinery and equipment--------------
Miscellaneous ~achine~y--------------------------

Furniture and household durables-------------------
Household furniture------------------------------
Co~erclal furniture-----------------------------
Floor coverings---------------------------------
Household appliances----------------------------
Ho~e electronic equipment-----------------------
Other household durable goods--------------------

~o~etallic mineral products-----------------------
Flat glass---------------------------------------
Concrete ingredients----------------------------
Concrete products--------------------------------
Structural clay products excluding refractories--
Refractories------------------------------------
Asphalt roofing---------------------------------
Gypsum products---------------------------------
Glass containers---------------------------------
Other nOl~etal1ic minerals-----------------------

Transportation equipment (December 1968-100)------
Motor vehicles and equipment--------------------
Railroad eqc'ipment-------·-----------------------

Miscellaneous products-----------------------------
Toys, sporting goods, small arms, ammunition-----
Tobacco products---------------------------------
Notiona------------------------------------------
Photographic equip~ent and supplies-------------
Other miscellaneous products---------------------

Oc t . 
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123. 7 
116.2 
118.8 

110.6 
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I 11. 5 
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104.6 

121. 0 
125.5 
116. 3 
124.2 
117.7 
118.3 
116.3 
120.3 
119.7 

116.0 
117.5 
121.8 
118. 1 
120.2 
122.0 
109.6 
117 . 8 

l10.2 
115.6 
118. 2 

9 7 • Ii 
107.5 
93.8 

121.9 

124.1 
124.3 
12 4.1 
122.6 
114.9 
127.1 
131. 2 
113.6 
131.5 
125. 7 

11 0.7 
115.2 
122.5 

113.0 
112.6 
116.8 
1 1 1 7 
106 3 
112.9 

Indexes 

Sept. 

134.3 
146.8 
123.7 
119.1 
118.9 

110.6 

110.8 
111. 5 
114.5 
114.7 
102.8 
110.2 
104.5 

121.1 
125.6 
116.5 
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ll7.7 
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124.1 
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114.9 
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114.5 
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113. 8 
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116.8 
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106. 3 
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113.1 
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111. 1 
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II 7.7 
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113.1 
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114.1 
117.2 
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114.0 
117. 7 
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117 .4 
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113.9 
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112. 1 
115.8 
99.4 

105.9 
93. 7 

116.9 

114.2 
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115.9 
113.7 
110.7 
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102. 3 

9 7 • 1 
119.6 
114.6 

108.2 
112.5 
116.0 

Ill. Ii 
110.6 
11 7.0 
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105.5 
109.'! 

Pcrce:1t cllan~c: to 
Oct. 197L fro'!",: 

1 1 
month 

ago 

1.9 
2.8 

o 
2.4 

1 

o 

.1 
o 

2.4 
o 

. 1 

.1 

.1 

1 
1 

.2 
o 
o 
o 
3 
o 

.2 

o 
o 
o 
1 
o 

.2 
1 
o 

o 
o 
I) 

o 
1 
o 
2 

.1 
o 
o 
o 
o 
2 
o 

.8 
o 
o 

1.0 
1.2 

o 

o 
o 
o 
o 
o 
o 

year 
ago 

16.5 
25.4 

8.2 
7.t> 
1 .5 

1.6 

1.6 
3 

5. 5 
5.5 

.6 
1 . 3 
3.7 

2.8 
6.9 
4 7 
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4. 3 
4.6 
3 . 1 
5 . ~ 
2. 1 

2.9 
3. 1 
3.5 
3.1 
'3 • 7 
3 . ~ 
1 . 9 
3.~ 

2.0 
J.1 
2 1 
1.8 
1.5 

1 
4. 3 

8.7 
6.8 
7 . 1 
7.8 
3.8 
6 .2 

28. 3 
17.0 

9.9 
9. 7 
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5.6 
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November 4, 1971 

MEMO TO CORRESPONDENTS: 

Upon departure from Don Muang Airport in Bangkok on 
November 4, Secretary Connally issued the following statement: 

"Our first visit to Thailand has been brief, but it 
has been very pleasant and very useful. 

"I have had the opportunity to meet with the Prime 
Minister and other Thai leaders, and to talk with them 
about economic, political, and military matters of interest 
to our two countries. I was charged by President Nixon 
with informing our Thai friends of our cooperation with 
Thailand in economic, security and military matters. 

trIn our meetings I heard the thinking of the Thai 
Governmen~ in this time of change in international economic 
affairs. I explained the measures being taken by the United 
States Government to expand its domestic economy, while 
working to hold inflation and to achieve a constructive 
balance in international trade. 

"With regard to the future of foreign aid, I reiterated 
President Nixon's dedication to obtaining passage in the 
Congress of a foreign aid program so that, in his words, 'We 
can continue the efforts to construct a more peaceful world.' 
Failure to continue foreign aid, military and economic, could 
have disastrous effects on our joint efforts with many nations 
over many years to preserve for each country its freedom of 
choice in determining its future. Whatever reappraisal the 
Congress wishes to make, it is clear that an abrupt elimina
tion of aid is not in the best interests of the United States. 

"I was particularly gratified to learn in detail about 
the promising results of the joint efforts of the governments 
of Thailand and the United States in combatting drug 
trafficking and drug addiction. 

"In the past three days we have learned for ourselves 
that relations between Thailand and the United States are 
based not only upon mutual respect and cooperation but also 
upon lasting bonds of long and deep friendship." 

000 



FOR IMMEDIATE RELEASE 
November 5, 1971 

EXECUTIVE OFFICE OF THE PRESIDENT 

COST OF news 
LIVING COUNCIL 

Office of Pub Ilc Affairs 
Room 812 
Washington, DC 20416 
Phone 202-254-3010 

Earl D. Rhode has been appointed Director of the Executive Secretariat 
of the Cost of Living Council, Donald Rumsfeld, Council Director, announced 
today. 

Rhode previously served as Executive Assistant to Arnold R. Weber, 
former Executive Director of the Council, and was Special Assistant to 
Mr. Weber when he served as Associate Director of the Office of Management 
and Budget. 

At OMB, Rhode also was chairman of the working group for the proposed 
Department of Economic Affairs, and was a budget examiner in both the 
Natural Resources Programs and Economics, Science, and Technology Programs 
divisions. His non-Federal employment includes service as Research 
Assistant to the Mayor of St. Cloud, Minn. 

A native of Maynard, Minn., Rhode holds a Bachelor of Arts degree 
with High Honors from St. Cloud State College, and a Master of Arts degree 
in Public Administration from the University of Minnesota. 

He and his Wife, the former Delores Borg, of Montevideo, Minn., have 
two daughters, Dawn and Roxanne. The Rhode family resides in Silver Snring, 
Md. 

000 
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The Department 01 the TREASURY 
SHINGTON. D.C. 20220 TElEPHONE W04~2041 

FOR IMMEDIATE RELEASE November 5, 1971 

WITHHOLDING OF APPRAISEMENT ON 
ELEMENTAL SULPHUR FROM MEXICO 

Assistant Secretary of the Treasury Eugene T. Rossides 
announced today that the Bureau of Customs is instructing 
Customs field officers to withhold appraisement of elemental 
sulphur from Mexico pending a determination as to whether 
this merchandise is being, or is likely to be, sold at 
less than fair value within the meaning of the Antidumping 
Act, 1921, as amended (19 U.S.C. 160 et seq.). 

The greatest single use of sulphur is in the manufacture 
of sulphuric acid, which is used in a wide range of manu
facturing processes such as the production of fertilizers, 
chemicals and textiles. 

Under the Antidumping Act, the Secretary of the Treasury 
is required to withhold appraisement whenever he has 
reasonable cause to believe or suspect that sales at less 
than fair value may be taking place. 

A final Treasury decision in this investigation will 
be I,lade wi thin three months. Appraisement will be withheld 
for a period not to exceed 6 months from the date of 
pUblication of the "lVi thholding of Appraisement Notice" 
in the Federal Register. 

Under the Antidumping Act, a determination of sales 
in the United States at less than fair value requires that 
the case be referred to the Tariff Conwission, which would 
then consider whether an American industry is being injured. 
Both sales at less than fair value and injury must be shown 
to justify a finding of dumping under the law. 

The total value of elemental sulphur imported from 
Mexico during the period from January 1971 through July 1971 
amounted to approximately $8,400,000. 

000 



FOR IMMEDIATE RELEASE 
November 5, 1971 

EXECUTIVE OFFICE OF THE PRESIDENT 

COST OF news 
LIVIH6 COUNCIL 

Office of Pub lic Affairs 
Room 812 
Washington, DC 20416 
Phone 202-254-3010 

Joseph F. Nalaga today was named Assistant Director for 
Operations Review for the Cost of Living Council by Donald 
Rumsfeld, Director of the Council. 

He is on loan from his regular position as Director for 
Resources Analysis in the National Aeronautics and Space Ad
ministration. He also has served as a Budget and Program Review 
Analyst with the Departments of the Navy and Air Force, and with 
the Office of the Secretary of Defense. 

Malaga, 41, has received numercus outstanding efficiency and 
sustained superior perfor~ance awards from the Navy and Air Force. 
For his service at NASA, he has been presented the William A. Jump 
Memorial Foundation Award for exemplary achievement in public 
administration, the Exceptional Service Medal, and a sustained 
superior performance award. 

The Pricedale, Pa., native, studied business education at 
George Washington University, Washington, D.C. He is married 
to the former Sandra Wood of Tarentum, Pa., and has two sons and 
a daughter through a previous marriage. The Malagas reside in 
Springfield, .u. 
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FOR IMMEDIATE RELEASE 
November 5, 1971 

EXECUTIVE OFFICE OF THE PRESIDENT 

COST OF news 
LIVING COUNCIL 

Office of Public Affairs 
Room 812 
Washington, DC 20416 
Phone: 202-254-3010 

Charles Hughes, 39, has been appointed Deputy Assistant Director 
for Operations Review for the Cost of Living Council, Donald Rumsfeld, 
Director of the Council, announced today. Hughes will assist Joseph F. 
Malaga, the Assistant Director for Operations Review. 

He is on loan from the Office of Management and Budget where 
he has been both its representative to the Southeastern Federal Regional 
Council and a management analyst in OMB's Program Coordination Division. 

Hughes also has served as Urban Programs Manager at the Midwest 
Research Institute of Kansas City, Mo., and as an assistant to the 
Assistant Secretary of the Interior for Public Lands. 

He was graduated from the University of Virginia--with distinction-
with a Bachelor of Arts Degree in Political Science, and was elected 
a member of Phi Beta Kappa. He also received a Doctor of Law Degree 
from the University. 

He was born in New York City. He and his wife, the former 
Mary Catherine Hyre of Petersburg, W. Va., have three sons: James, 
David and Mark. The Hughes family makes its home in Springfield, Va. 

000 
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The Department 01 the TREASURY 
SHINGTON. D.C. 20220 TElEPHONE W04~2041 

FOR IMMEDIATE RELEASE November 8, 1971 

RESULTS OF CURRENT TRE:ASURY EXCHANGE OFFERING 

Up~ated figures for the current Treasury refunding show that $2.5 billion 
of the securities held by the gener~l public maturing November 15 have been 
exchanged, leaving $1. 3 billion, 33~5%, unexchanged. In the prerefunding, 
$3.3 billion of the securities m~turing May 15 and August 15, 1972, held by 
the general public were exchanged, A total o~ $5.~ billion of the new 7-year 
notes and $0.5 billion of the new IS-year bonds will be issued to the general 
public. 

Following is a summary of the participatiQP in the refunding, prerefunding, 
and cash sale of bonds (amounts in millions): 

Eligible Securities Securities to be Issued 

RefWlding 
3-7/8% bonds 11/71 $ 759 $ 395 $ 65 $ 460 
5-3/8% notes 11/71 789 519 33 552 
7-3/4% notes 11/71 ~ 2 ,262 1,245 278 1,523 

Subtotal 3,810 ~,15~ 376 2,53::> 
Prerefunding 

4-3/4% notes 5/72 2,322 1,032 20 1,052 
6-3/4% notes 5/72 1,793 540 58 598 
4% bonds 8/72 1,956 706 30 736 
5% notes 8/72 1,910 840 36 876 

Subtotal 7,981 3 a1l8 144 3 2262 

Sale for Cash 24 24 
Total 11,7S1 I 5 ~277 544 5 2 821 

BY FEDERAL RESER"lE BANKS AND GOVERNMENT ACCOUNTS 
" / 

, I 

Refunding 
3-7/8% bonds 11/71 322 1.20 202 322 
5-3/8% notes 11/71 178 113 65 178 
7-3/4% notes 11/71 3+7 574 1 2864- 210 2 2°74 

Subtotal 4,074 2 zb97 477 2,,574 
Prerefunding 

4-3/4% notes 5/72 2,988 405 167 572 
6-3/4% notes 5/72 244 57 57 
4% bonds 8/72 623 355 29 384 
5% l:otes 8/72 1(542 2 2 

Subtotal 5,397 819 196 1,,015 

Total 9 ,47:1. 2 2916 673 3 2589 
I [ 

Grand Total 21,262 8,193 1,217 9,410 



The Department 01 the TREASURY 
SHINGTON. D.C. 20220 

lR RELEAS:t 6: 30 P.M., 

)nday, November 8, 1971. 

TElEPHONE W04~2041 

The Treasury D~;partment. armounced that tJw tpndcr'E3 for two series of' Treasury 
.11s, one seri2s to be an additional i8sue c1' the- biLLS dated August l2, 1971 ,aL1d 
le other series t.o bp. dated November 11, 1971 ~ wbieh were offered on November 2, 1~71, 
~re opened at the Feder91 Reserve Banks today. Tenders were invited for $2,300,000,0.)0, 
, thereabouts, of Sl-clay bills and for $1,500,000,000, or thereabouts, of 182-day 
Ills. The details of the two series are as i'ollows: 

U~GE OF ACCEPTED 
)MPETITlVE BDJS: 

High 
Lew 
hverage 

91 -day Treasury bills 
maturin~bruaT:/ ~~J~: 

Approx. Equ.i v . 
Price Annual Rate 

98.954 ~ 
98.940 
98.945 

4. _:..;<~% 
4.193% 
4.:;'74% l' --..1 

182-day Treasury bills 
maturing May 1.1, 19.T __ G __ _ 

Price 

97.820 E/ 
97. 793 
97.806 

Approx. Equiv. 
Annual Rat·~ 

4.312~ 
4 3'"r;::'1f •. O·,jiO 

L 31;)G/; 

!!l Excepting 3 tenders totaling $2,170,000; E./ Bxceptint; 1 tender of $J30 ,,--'UG 

36% of the (?"mount of 91-day bills bid for at the l':JW price was accepted 
71% of the amoun L of 182-day bills bid for at the low price "!las accepted 

)TAL TENDERS APPLIED FOR A.ND ACCEPTED BY FEDEHAL RESERVE DISTRICTS: 

~jJ'_trict rliecl For ~c: c eE!~d _____ . r1)ed For AcceEted 
3uston :. 23,100,000 :t> 12,600,000 . 18,090,000 $ 8,090,000 
NeVi York 3,Jl7,860,000 1,9C;0,830,00O 2,250,035,000 1,323,435,000 
Philadelphia 32,315,000 17,315,000 6,665,000 6,665,000 
Cleveland 24,220,000 23, :')50 ,000 24,760,000 14,760,000 
Richmond 27,030,000 21;875,000 16,790,000 7,790,000 
Atlanta 41,920,000 23,525,000 26,235,000 14,825,000 
Chicago 230,320,000 109,920,000 194,860~000 81,860,000 
St. Louis 64,845,000 36,080,000 34,825,000 14,225,000 
Minneapolis 33,970,000 19,9lO,000 29,380,000 17,380,000 
Kansas City 33,230,000 28,590,000 24,180,000 19,180,000 
Dallas 38,020,000 15,475,000 27,615,000 5,615,000 
San Francisco 157~6702000 402S90~00C? 145 2 755 2°052 86 2205 2°00 

TOTALS $3,724,500,000 $2,30CJ,160,OOO V $2,799,190,000 $1,600,030,00021 

Includes $224,145,000 noncompetibve tenders accepteo_ at the average price of 98.945 
Includes $ 92,135,000 noncompcti ti ve tenders accepted at the 3.vera,r:;e price of 97.806 
These rates are on a bank discount basis. 1'he equivalent coupon issue yi elds are 

4.29 % for the 91 -day bills, and 4. Sl~b for the 182_day bills. 



1,\1 nes D Clokey 
Vice ['resident 

HOME TESTING INSTITUTE' 50 MAPLE PLACE· MANHASSET. NEW YORK 11030 (516) 627-7510 

The Honorable John Connally 
Secretary of the Treasury 
Washington, D. C. 

Dear Mr. Connally: 

October 28. 1971 

Attached are the results of a poll on attitudes toward the wage-price 
freeze and associated issues which we did for ABC News. ABC has 
given their permission to release this to you. 

If you need additional copies or would like to discuss the poll, please 
call me. 

JDC/lb 
Enclosure 



Table 1. 

MALE HEAD OF HOUSEHOLD 

TOTAL 
No. ~ 

TO'IAL RESPONDENTS 472 100.0 

Member 124 26.3 

Not a member 333 70.5 

No answer 15 3.2 

HOME TESTING INSTITUTE 



Table 2. 

PROPORTION OF RESPONDEN'IS WHO BENEFITED FROM THE 

PRESIDENT'S NEW ECONOMIC PROGRAM 

Not a 
Union Union 

TOTAL Member Member 
No. ~ No. } No. ~ 

TOTAL RESPONDENTS 457 100.0 124 100.0 333 100.0 

Yes, benefited 152 33.3 35 28.2 117 35.1 

No, did not benefit 304 66.5 89 71.8 215 64.6 

No answer 1 0.2 1 0.3 

HOME TESTING IN~TJTUTE 



Table 3. 

WAYS IN WHICH THE NEW ECONOMIC PROGRAM WAS BENEFICIAL 

Not a 
Union Union 

TOTAL Member Member 
No. 0'& No. ~ No. ~ 

TOTAL WHO FOUND THE l-J""EW ECONOMIC 
POLICY BENEFICIAL 152 100.0*- 35 100.0*- 117 100.0* 

The price freeze has held down the 
cost of the family's food and 
other necessities 113 74.3 28 80.0 85 72.7 

Have more confidence in the national 
administration now than before the 
new policies were put into effect 111 73.0 21 60.0 90 76.9 

The family's standard of living is 
better now than it was two 
months ago 25 16.5 7 20.0 18 15.4 

There has been an improvement in the 
business situation in the community 22 14.5 6 17.1 16 13.7 

Now able to put savings aside 22 14.5 10 28.6 12 10.3 

It is easier to find jobs now 11 7.2 4 11.4 7 6.0 

No answer 2 1.3 2 1.7 

* Percentages total to more than 100 due to multiple choice. 

HOME TESTING INSTITUTE 



Table 4. 

EFFECT OF THE WAGE/PRICE FREEZE ON THE 

CHOICE FOR PRESIDENT IN 1972 

Not a 
Union Union 

TOTAL Member Member 
No. ~ No. ~ No. n' 

~ 

TOTAL RESPONDENT3 457 100.0 124 100.0 333 100.0 

Yes, will affect choice 187 40.9 49 39.5 138 41.4 

Will not affect choice 255 55.8 73 58.9 182 54.7 

No answer 15 3.3 2 1.6 13 3.9 

HOME TESTING IN~TJTUTE 



Table 5. 

DIRECTION IN WHICH THE CHOICE FOR THE 

1972 PRESIDENTIAL ELECTION WILL BE EFFECTED 

Not a 
Union Union 

TOTAL Member Member 
No. ~ No. ~ No. ~ 

TOTAL RESPONDENTS WHOSE CHOICE WILL BE 
EFFECTED BY 'TIlE WAGE/PRICE FREEZE 187 100.0 49 100.0 138 100.0 

Yes, now more inclined to vote f'or 
Nixon 97 51.9 21 42.9 76 55.1 

No, not more inclined to vote f'or 
Nixon 83 44.4 24 49.0 59 h"'f . ,\.. . , 

No answer 7 3.7 4 8.1 3 2.2 

HOME TESTING INSTITUTE 



Table 6. 

RESPONSIVENESS OF THE REPUBLICAN AND DEMOCRATIC ADMINISTRATIONS 

TO THE MONEY PROBLE~1S OF THE AVE..~GE Al-1ERIGAN 

Not a 
Union Union 

TOTAr, Member Member 
No. ~ No. ~ No. ~ 

TOTAL RESPONDENTS 457 100.0 124 100.0 333 100.0 

Derr.ocratic administraticn 230 50.3 79 63.7 151 45.4 

Republican administration 164 35.9 33 26.6 131 39.3 

l'Ic answer 63 13.8 12 9.7 51 1J.,1 

HOME T~STING INSTITUTe 



Table 7. 

SIX MAIN R&~SONS RESPONSIBLE FOR THE 

NATION'S ECONmrrC PROBLE!-1S 

110 ~- --

Union linicn 
TOTAL Member Meri~be''-

No. ~ No. ~ Ec.- '" 
,,-

TOTAL RESPONDENTS 457 100.0*- 124 100.0* 333 1(1) _ -:)1(-

Excessive vlage hikes in union 
contracts 178 39.0 35 28.2 143 ~ ~~ . ~) 

Vietnam war 161 35.2 50 40.3 111 ') 
,.J J' 

The welfare program 101 22.1 33 26.6 68 ~~() 

Excessive profits 51 11.2 21 l6.9 ~n ). 

personal income tax being too high 48 10.5 17 l3.7 =)1 ', .. 3 

Lack of an adequate job training 
program for unskilled workers 19 4.2 8 6.5 11 ~~j 

No answer 13 2.8 2 1.6 11 -:.,.l ../. 
./" .' 

* Percentages total to more than 100 due to multiple choice. 

HOME TESTING INSTITUTE 



Table 8. 

LIKELIHOOD THAT THE PRESIDENT'S NEH ECONOMIC POLICY 

WILL CREATE MORE PROBLUlS THAN IT WILL SOLVE 

Not a 
Union Union 

TOTAL Member Member 
No. ~ No. ~ No. % .t::. 

TOTAL RESPONDENTS 457 100.0 124 100.0 333 100.0 

Yes 160 35.0 59 47.6 101 30.3 

No 263 57.6 59 47.6 204 61.3 

No answer 34 7.4 6 4.8 28 8.4 
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Table 9. 

PROPORTION OF RESPONDENTS i'lHO BEl'TEFI'IED FROM THE 

PRESIDENT'S NEW ECONOMIC PROGRAM 

TOTAL l·1ale Female 
No. ~ No. ~ No. ~ 

TOTAL RESPONDENTS 472 100.0 224 100.0 248 100.0 

Yes, benef'i ted 156 33.1 71 31.7 85 31..~. 3 

No, did not benef'i t 315 66.7 153 68.3 162 65.3 

No answer 1 0.2 }, o '. . ~~ 

HOME TESTING INSTITUTE 



Table 10. 

WAYS IN WHICH THE NEVI ECONOMIC PROGRAM WPB BENEFICIAL 

TOTAL Male Fernale 
No. % No. 1§ No. ~ 

TOTAL WHO FOUND THE NEW ECONOillC 
POLICY BENEFICIAL 156 100.0* 71 100.0* 85 lCO.(} 

The price freeze has held down the 
cost of the family's food and 
other necessities 116 74.4 46 64.8 70 82.4 

Have more confidence in the national 
administration now than before the 
new policies were put into effect 114 73.1 56 78.9 57 67.1 

The family's standard of living is 
better now than it was two 
months ago 25 16.0 8 11.3 17 20,C 

There has been an improvement in the 
business situation in the community 22 14.1 10 14.1 12 14.1 

Now able to put savings aside 22 14.1 12 16.9 10 11.~ 

It is easier to find jobs now 11 7.1 2 2.8 9 10.1 

No answer '2 1.3 2 2.8 

* Percentages total to more than 100 due to multiple choice. 

HOME TESTING IN~TJTUTE 



Table 11. 

EFFECT OF THE WAGE/PRICE FREEZE ON THE 

CHOICE FOR PRESIDENT IN 1972 

TOTAL Male Female 
No. 1E No. 1£ No. 1E 

TOTAL RESPONDENTS 472 100.0 224 100.0 248 100.0 

Yes, will affect choice 191 40.5 107 47.8 84 33.9 

Will not affect choice 263 55.7 112 50.0 151 60.9 

No answ~r 18 3.8 5 2.2 13 5.2 

HOME TESTING INSTITUTE 



Table 12. 

DIRECTION IN vffiICH THE CHOICE FOR THE 

1972 PRESIDENTIAL ELECTIOn WILL BE EFFEC'rnD 

TOTAL Male Female 
No. jf No. jf No. ~ 

TOTAL RESPONDENTS WHOSE CHOICE WILL BE 
EFFECTED BY THE HAGE/PRICE FREEZE 191 100.0 107 100.0 84 100.0 

Yes, no,., more inclined to vote for 
Nixon 98 51.3 55 51. 4 43 51.2 

No, not more inclined to vote for 
Nixon 86 45.0 49 45.8 37 44.0 

No answer 7 3.7 3 2.8 4 4.8 

HOME TESTING IN~TJTUTE 



Table 13. 

RESPONSIVENESS OF THE REPUBLICAN AND DEKOCRATIC AmrrNISTRATIOI';S 

TO THE MONEY PROBLEl-1S OF THE AVERAGE ANERICAN 

TOTAL Male FemalE: 
No. 1£ No. iE No. 0% 

TOTAL RESPONDENTS 472 100.0 224 100.0 248 100.0 

Democratic administration 236 50.0 111 49.6 125 50.4 

Republican administration 168 35.6 87 38.8 81 32.7 

No answer 68 14.4 26 11.6 42 16.9 

HOME TESTING INSTITUTE 



Table 14. 

SIX MAIN REASONS RESPONSIBLE FOR THE 

NATION'S ECONOMIC PROBLEMS 

TOTAL Male Female 
No. 1 No. ~ No. 

TOTAL RESPONDENTS 472 100.0* 224 100.0* 248 100. 

Excessive wage hikes in union 
contracts 181 38.4 81 36.2 100 40. 

Vietnam \~ar 165 35.0 85 38.0 80 32. 

The welfare program 102 21.6 48 21.4 54 21. 

Excessive profits 54 11.4 26 11.6 28 11. 

Personal income tax being too high 49 10.4 21 9.4 28 11. 

Lack of an adequate job training 
program for unskilled workers 20 4.2 7 3.1 13 5. 

No answer 16 3.4 5 2.2 11 4. 

* Percentages total to more than 100 due to multiple choice. 



Table 15. 

LIKELIHOOD THAT THE PRESIDENT'S NEW ECONOMIC POLICY 

WILL CREATE !-10RE PROBLEMS THAN IT WILL SOLVE 

TOTAL Male Female 
No. ~ No. ~ No. ~ 

TOTAL RESPONDENTS 472 100.0 224 100.0 248 100.0 

Yes 164 34.8 85 37.9 79 31.8 

No 271 57.4 127 56.7 144 58.1 

No answer 37 7.8 12 5.4 25 10.1 

HOME TESTING INSTITUTE 



The Department 01 the TREASURY 
SHINGTON. D.C. 20220 TElEPHONE W04~2041 

FOR RELEASE AT 12:30 P.M.,E.S.T. November 9, 1971 

REMARKS BY THE HONORABLE PAUL A. VOLCKER 
UNDER SECRETARY OF THE TREASURY FOR MONETARY AFFAIRS 

BEFORE THE AMERICAN SECURITY AND TRUST COMPANY'S 
SYMPOSIUM ON GOVERNMENT CORPORATIONS 

MADISON HOTEL, WASHINGTON, D. C. 

A FEDERAL DEBT MANAGER'S VIEW OF AGENCY FINANCING 

I welcome this opportunity to talk with you about the 

financing activities of Federal agencies. It is gratifying 

to me as a Federal debt manager to see that Federal agency 

financing activities are a matter of increasing interest to 

the private financial community, as evident from your presence 

at this symposium. Only through your interest and under-

standing will effective financing of these agencies be possible. 

I am not here to discuss the substance of various agency 

programs or the importance of the broad social purposes for 

which these agencies were established. Rather, I would like 

to consider with you how we can help to assure orderly and 

efficient financing of these important activities. 

This is not to say that the Treasury Department has 

no interest in the broader questions of the impact of these 

C-196 
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programs on the economy and on the allocation of credit 

and real resources or on the structure of interest· rates. 

Nor do I wish to minimize the important and controversial 

issues existing on the lending side of Federal credit agency 

operations, particularly the problem of credit program 

subsidies and Government competition with private lenders. 

However, I would like to focus at this time on the borrowing 

side of Federal agency operations, which I understand is 

of important concern to this symposium. 

It is difficult to keep abreast of the market activities 

of Federal agencies. One reason is the complexity and wide 

variety of the existing agencies and their programs. Equally 

important is the rate at which new agencies are being 

established and added to the financing calendar each year. 

We are already at the point where some Federal financing is 

coming to market at least three out of every five business 

days. 

We are also at the point this fiscal year where it is 

estimated that combined net market demands of Federal and 

Federally-assisted borrowers will total $55 billion, or some 

40 per cent of the expected total volume of credit supplied 

in our economy this year. This 40 per cent figure compares 
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with 12 per cent in fiscal year 1969. 

And to compound the problem, there are more prospective 

additions to this financing schedule. In the present 

congressional session, a Rural Telephone Bank was enacted, 

an Environmental Financing Authority is near final action 

in the Senate, and both houses have acted favorably on 

the so-called Sallie Mae proposal to establish a student 

loan marketing association. Financing of all of these new 

activities will require market borrowing in the future. 

On top of all this, we have a growing number of more 

obscure, yet significant, agency borrowing activities under 

programs already in existence. While there may be a general 

awareness in the financial community of the proliferation of 

new Federal agencies borrowing directly in the market, there 

is little awareness of the many indirect financing techniques 

whereby agencies are entering the securities market with new 

types of paper. These take the form of asset sales or other 

guaranteed instruments, such as the GNMA mortgage backed bonds, 

merchant marine bonds, new community debentures, SBIC debentures, 

and Farmers Home notes. Thus, as you can see, it is difficult, 

at best, for participants in the private financial markets to 

acquire and maintain adequate knowledge of the characteristics 
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of all of these securities. The lack of such knowledge makes 

weak and inefficient markets. 

Part of the problem in understanding agency financing is 

simply definitional. What is a Federal agency? Is it an 

agency that is included in the Federal budget, e.g., the 

Treasury Department, the TVA, and the Postal Service? Is 

it an agency wholly owned by the Government, such as the 

Export-Import Bank, which is now excluded from the Federal 

budget totals? Is it an agency such as the Rural Telephone 

Bank, which is included in the budget but will only be 

partly owned by the Government? Is it a profit making 

agency that is wholly privately owned and excluded from 

the budget but has Government officials on its board of 

directors, such as FNMA? Is it any agency established by 

an act of Congress such as Comsat, Amtrak, or the Securities 

Investor Protection Corporation? And w~at about agencies with 

a clear public purpose and closely supervised by Government 

officials, e.g., the farm credit agencies and the home loan 

banks; agencies using the word "Federal" such as savings 

and loan associations; and simply agencies with Federal 

charters such as national banks? 

Clearly the definition of "Federal agency" depends 

upon the purpose for which we wish to define it. For the 
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purpose of my remarks, which are centered on Federal agency 

borrowing activities, I will classify these activities in 

three basic categories: 

First, there are what I would call Federal agency 

borrowings, which are direct obligations of Federal agencies 

owned in whole or in part by the Government, such as the 

Treasury, the TVA, the Rural Telephone Bank, the Export

Import Bank, and the Postal Service. Some of these agencies 

may borrow from the Treasury under various conditions as 

well as borrow directly in the private market. They are 

all included in the Federal budget with the notable exception 

of the Export-Import Bank, which was excluded from the 

budget totals by recent legislation. 

Second, there ,are the Government-sponsored agency 

borrowings, which are obligations of agencies established 

by the Congress but entirely privately owned. These 

agencies include FNMA, the home loan banks, the Federal 

Home Loan Mortgage Corporation, and the three groups of 

agencies in the Farm Credit System. They are all excluded 

from the Federal budget, because of their private ownership, 

and their obligations are not guaranteed by the United 

States, though the Secretary of the Treasury is authorized 

to lend at his discretion to some of these agencies. 
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Third, there are the Federally-guaranteed borrowings, 

which are obligations of private borrowers outside of the 

Federal budget but are guaranteed or insured in whole or 

in part by Federal agencies; that is,by agencies owned 

partly or entirely by the Government. 

Some of these guaranteed borrowings, which include 

Federal loan asset sales and the guaranteed public housing 

and urban renewal bonds and notes, are financed directly in 

the securities markets. On the other hand, credit assistance 

in the form of insured borrowings is mainly extended through 

FHA and VA guaranteed mortgages which are largely originated 

and serviced by widely dispersed lenders. While such loan 

insurance activities have significant effects on the economy 

and on the allocation of credit resources, they are generally 

not financed directly in securities markets in competition 

with other direct agency financing. 

Even in these cases, however, in periods when strong 

Federal support of housing is deemed necessary, a heavy volume 

of FHA and VA mortgages may be financed in the securities 

markets through FNMA or GNMA mortgage-backed securities. In 

such circumstances, these securities do have to be taken into 

account in planning Federal debt. 
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What all of this comes dOvffi to is that an adequate debt 

management policy in the context of today's wide range of 

Federal programs must include all Federal agency and Federally-

guaranteed market borrowings. We recognize that each agency 

has its own special problems and financial requirements 

peculiar to its own programs. In other words, they individually 

have important and difficult debt management problems which 

have required increasing attention and experimentation with 

-
new techniques. But these agencies do not operate in a 

vacuum; their financing impinges upon that of others. The 

total size is so great as to require considerations in relation 

to the plans of the Treasury itself, and in the light of over-

all market developments and trends. 

In other words, in addition to the debt management 

problems and policies of the individual agencies, there are 

major problems of coordination, timing, and efficiency that 

require an overview from the vantage point of an over-all 

Federal approach toward debt management. 

In working toward coordination of an over-all Federal 

approach to debt management, we are preparing draft legislation 

to establish what we call for want of a more glamorous name, 
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a Federal Financing Bank. The objectives of this legislation 

are to assure coordination of financing of Federa11y

assisted credit programs with over-all fiscal and debt 

management policies, to reduce the cost of public borrowings 

by these Federal programs and to assure that such borrowings 

are accomplished with minimum disruption of financial markets. 

Basically, these objectives are to be achieved by 

permitting direct Federal agency and Federally-guaranteed 

borrowings to be done through the Federal -Financing Bank 

rather than directly in the market. The draft Federal Financing 

Bank legislation should, it seems to me, be broad enough 

to accommodate all of this financing in the securities markets. 

While many of these borrowings may never actually be financed 

through the Bank, the legislation should be flexible enough 

to accommodate whatever marketing problems develop, especially 

in tight money periods. Since all of the Federal agency and 

Federally-guaranteed obligations are in fact obligations of 

an agency of the United States Government, there is reason 

to insist they be coordinated with an over-all Federal debt 

management policy. 

In terms of the privately-owned but Government-sponsored 

agencies, it is well understood that they have a special status 
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which implies a larger measure of Governmental interest than 

other private institutions. The obligations of these agencies 

are issued and traded in large volume in the same market as 

the obligations of Federal agencies which are directly backed 

by the full faith and credit of the United States. Becau~e 

of their different status, it may not be desirable to include 

the sponsored agency borrowings in the Federal Financing Bank. 

However, I believe that these agencies should continue 

to consult with the Treasury prior to corning to market as 

is now required in the case of FNMA and FHLB, and as is 

customary in the case of FCA. The coordinating role that can 

be played by a central "traffic cop" seems to me essential 

to the success and efficiency of the entire operation. 

This distinction between the Federal agencies and 

Federally-sponsored agencies, where the Treasury has only 

a- "traffic cop" function in the marketing of securities, may 

also be applied to the investment activities of agencies. For 

example, I don't see it as a Treasury responsibility to 

direct the investment of liquid funds by Government-sponsored 

agencies within specified limits. The Congress, in fact, 

has not subjected particular investment decisions by these 
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agencies to Treasury approval. That requirement is customarily 

and properly written into the statutes for wholly Federal 

agencies. 

The principal Federal investment activities are, 

of course, the social security and other major trust 

fund investments, but a number of other Federal agencies, 

including the recently established Postal Service, also invest 

substantial amounts of funds. It is also Appropriate that 

agencies that are supported and financed by the Government 

should not trade on this support by being allowed to make 

investments in private market instruments. 

By and large, I believe that Federal agency funds 

should be invested in Treasury special issues as contrasted 

with Treasury marketable securities. The special issue 

is particularly suitable for agency investments, because 

of its flexibility and because it avoids possible disruptive 

impacts on the Government securities market from large 

purchases or sales by the major trust funds. 

However, we frequently find it useful in the interest of 

orderly debt management to invest Federal trust and other funds 

in Treasury marketable obligations, when such investments provide a 

yield to the funds which is equal to or greater than the 
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yield on special issues. It is also at times in the 

I 
! 

interests of both the funds and other Federal program 

v ) 

objectives to invest in obligations issued or guaranteed 

by agencies other than the Treasury. 

In drafting the Federal Financing Bank legislation, 

we are trying to look down the road some distance and 

especially at Administration proposed legislation which 

is now before the Congress. We are working with the various 

agencies in an effort to make sure that the proposed 

legislation will meet the requirements of an efficient and 

orderly marketing of securities without any interference 

with the execution of essential Federal agency programs. 

In summary, the role of Federal debt management has 

changed from simply that of managing the Treasury's own 

debt. The debt manager's function must now include the 

coordination and efficient handling of Federal agency activities 

in the securities markets. We believe this increasingly 

important task will be greatly facilitated by the Federal 

Financing Bank concept. 



The Department 01 the TREASURY 
SHINGTON. D.C. 20220 TElEPHONE W04~2041 

TREASURY'S WEEKLY BILL OFFERING 

The Treasury Department? by this F-lJblic notice, invites tendet's 
for two s2ries of Treasury bills to the aggregate amount of 
$3,900,000,000, or thereabouts~ for cash and in exchange for Treasury 
bills maturing November 18, 1971, in the amount of $3,703,885,000, 
as follow's: 

91-day bills (to mc:;.tul·ity date) to be issued November 18, 1971 
in the amount of $2,300,000,000, or thereabouts, rep~esenting an 
additional amount of bills dated August 19, 1971, and to mature 
February 17,1972, (CUSIP No.912793 MN3),originally issued in 
the amount of $1,599,780,000, the additional and original bills to ~e 
freely interchangeable. 

182- day bills, f,on $1,600,000,000, or ther-e2boui.:S, to be d3t"~d 
t!ovember 18, 1971, anrJ to mature May 18, 1972 
( C US I P No. 9 12 79 3 NB 8) . 

The bills of both series will be issued on a discolint basis under 
competitive and noncompetive bidding as hereinafter provided, and at 
maturity thei~ face amount will be payable without interest. They will 
be issued in bearer form o~lv. and in denominations of $10,000, 
$15,000, $50,000, SlOO,OOO, $~OO,OOO and $1,000,000 (maturity value). 

Tenders will be rRceived at Federal Reserve Banks and Branches up 
to the closing hour-, olle-thirty p.m., Eastern Standard 
time, Monday, November 15, 1971. Tenders will not be received 
at the Treasury Department, Washington. Each tend""r n~ust be for a 
minimum"of $10,000. Tenders over $10,000 must be in mUltip"les of 
$5,000. In the case of ~ompetitive tenders the price offered must be 
expcessed on the basis of 100, with not more than three decimals, 
e.g., 99.925. Fractions may not be used. It is urged that tenders be 
made on the printed forms and forwarded in the special envelopes which 
will be supplied by Federal Reserve Banks or Branches on application 
therefor. 

Banking institutions generally may submit tenders for account of 
Customers provided the names of the customers are set forth in such 
tenders. Others than banking institutions will not be permitted to 
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submit tenders except for their Qwn account. Tenders will be received 
without deposit from incorporated banks and trust companies and from 
responsible and recognized dealers in investment securities. Tenders 
from others must be accompanied by payment of 2 percent of the face 
amount of Treasury bills applied for, unless the tenders an:, accor.lpan;.€d 
by an express guaranty of payment by an incorporated bank or U"l''lt 

company. 

Immediately after the closing hour, tenders will be opened at tht: 
Federal Reserve Banks and Branches, following which public announcement 
will be made by the Treasury Department of the amount and price range 
Qf accepted bids. Only those submitting competitive tenders ~dll be 
advised of the acceptance or rejection thereof. The Secretary of the 
Treasury expressly reserves the right to accept or re1ect any or all. 
tenders, in whole or in part, and his action in any such respect shall 
be final. Subject to these reservations, noncompetitive tenders for 
each issue for $200,000 or less without stated price from anyone 
bidder will he accepted in full at the average price (in three decimals) 
of accepted c ompeti ti 'Ie bids for the respec ti ve is sues. Set t lp.nien t for 
accepted tenders in accordance with the bids must be made or com?leted 
at the Federal Reserve Bank on November 18, 1971, 
in cash or other immediately available funds or in a like face amount of 
Treasury bill=' mat'...lr-ing November 18, 1971. Cash and exchange tenders 
will recei~le e~ual treatment. Cash adjustments will be made for 
differences betwe~~ the par value of maturing bills accepted in 
exchange anti the issue price of the new bills. 

~.~ndec SpctiQn~ 454 (b) and 1221 (5) of the Internal Rt~ventJe '.Le 
of 1954 the amo~n= of discount at which bills issued hereunder are sold 
is considel~ec; to.:ccrue when the bills are sold, redeemed or otherwi3e 
dispospd of, 3~j [he bills are excluded from consideration as capital 
assets. AccorJi.ngly, the O-;1OL.:. Treasury bills (other than life 
insur.ance compar' [(C's) issued hereunder must inClude in his income tax 
rettll-~~, as orcinary gain or loss, the difference between the price tJaid 
for the hills, wheth~r. on original issue or on subsequent purchase, n~ 
the amount ac tually received either upon sale or redemption at maturity 
during thp. taxable year for which the return is made. 

Tt"'="d:3nr: T DeIJartment Circular No. 418 (current reviSion) .and this 
notice, prescribe the terms of the Treasury bills and govern the 
condition8 oi their issue. Copies of the circular mav be obtained f~~ 
any Federal Reserve Bank or Branch. ~ 

000 
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The Department 01 the TREASURY 
SHINGTON. D.C. 20220 TElEPHONE W04~2041 

STATEMENT BY THE HONORABLE SAMUEL R. PIERCE, JR. 
GENERAL COUNSEL OF THE TREASURY 

BEFORE THE 
SUBCOMMITTEE ON BUSINESS, COMMERCE, AND FISCAL AFFAIRS, 

HOUSE COMMITTEE ON THE DISTRICT OF COLUMBIA 
ON H. R. 11313 

WEDNESDAY, NOVEMBER 10, 1971, AT 10:00 A.M. 

Mr. Chairman, I am pleased to be here to~ay to 

express the Administration's strong support of H.R. 11313, 

a bill to establish a District of Columbia Development 

Bank. This proposal would mobilize the capital and 

expertise of the private community to provide for an 

organized approach to the problems of economic development 

in the District of Columbia. 

In his April 7, 1971 message on the District of 

Columbia, the President proposed that the Federal 

Government give special attention to helping the District 

government help itself in such areaS as masS transit, 

clean water, and human resources development. These 

proposals support a vigorous, expanding economy in the 

Nation's Capital and would help create a climate that 

favors economic growth. To assist business and industry 

in taking advantage of that climate, the President urged 
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creation of a Development Bank for the District of 

Columbia. The President stated: 

Such a Development Bank, forging a new partner
ship among Federal officials, local officials, 
and representatives of the private sector, 
would serve as an action center in assembling 
the necessary combinations of capital and 
management skills so that economic development 
opportunities do not go begging as they have 
sometimes done in the past. 

Washington has been called, not too kindly 
but with a measure of truth, a "company town." 
Inevitably the Federal Government will remain 
a dominant factor in the metropolitan economy, 
but one-industry communities all over th~ 
Nation are seeing the wisdom of diversifying, 
and often it is the major employer in the 
community which takes the lead in broadening 
the economic base to create new jobs and wider 
prosperity. Certainly that should be the case 
in Washington, and can be if we move to establish 
the Development Bank. 

In his October 13, 1971 message on Minority Enterprise, 

the President repeated his recommendation for enactment 

of the District of Columbia Development Bank Act of 1971. 

Legislation to implement the President's recommendation 

was transmitted to the Congress by Secretary Connally on 

June 10, 1971. Mr. Chairman, we appreciate your intro-

ducing this proposal along with eight committee cosponsors 

as H.R. 11313. 

This legislation would create a corporate body to 

be known as the District of Columbia Development Bank, 

which would not be an agency of the United States. The 

Bank would have a board of directors consisting of 



- 3 -

thirteen persons; the Commissioner of the District of 

Columbia, the Chairman of the City Council of the 

District of Columbia, three officers or employees of 

the United States or the District government designated 

by the President, and eight directors elected by the 

shareholders of the Bank. The Administration's bill 

provided for only eleven directors, with six elected 

directors, but we have no objection to the larger board 

provided in H.R. 11313. One of the elected members 

would be selected by the board to serve as its chairman. 

The board would appoint a president of the Bank to serve 

as the Bank's chief executive officer. 

The Bank would assist economic development projects 

embracing housing, commerce and industry by mobilizing 

the capital and expertise of the private sector, serving 

as catalyst and lender of last resort. 

We have often found that the part of the private 

sector which would be willing to attempt some form of 

economic development within the city is so fragmented, 

lacking in technical and financial expertise, or lacking 

in start-up funds, that it cannot get a project started. 

This especially is true for large projects, projects 

which are innovative, or projects which involve special 
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risk situations. The Bank would determine the feasibility 

of a proposed project, organize the sponsors -- no one of 

which might be able to take on the project individually 

into a cohesive group, and mobilize and combine the 

private, Federal and municipal planning and resources. 

The Bank would pull together the many separate public, 

commercial, technical, and financial elements necessary 

to get any major development project "off the ground." 

The Bank also would be authorized to provide technical 

assistance and training in the preparation and implementation 

of comprehensive development programs, including formulation 

of specific project proposals. 

The Bank would be authorized to purchase debt obliga

tions and equity instruments, and to guarantee debt 

obligations. Loans and equity investments would be made 

in accordance with sound and prudent development banking 

principles, and would be made with the objective of 

assuring a reasonable return on the invested funds, 

consistent with the achievement of economic development 

goals. 

To be effective in mobilizing the maximum amount of 

direct private financial participation, the Bank would 

project an image as the local lender of last resort. 
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Using its capital and borrowed funds as start-up or seed 

money, the Bank would seek to induce other lenders and 

investors to support development projects through loans 

to and purchase of equity shares in the projects, or a 

combination of these methods. 

The Bank's function, thus, would be to assume the 

lead role in putting the project "package" together, 

through assistance in obtaining any necessary Federal 

and District approvals, infrastructure grants, or other 

public investment. Then the Bank would help arrange for 

private financing and equity, and, if necessary, provide 

Bank loan funds and equity participation. 

The Bank would not be in competition with private 

bankers, developers, businessmen, government agencies 

or community groups. Rather, it would be a logical and 

necessary complement to their efforts in obtaining the 

necessary approvals and financing for projects of 

difficult implementation. 

The Bank would be expected to obtain its capital 

entirely from private sources through the sale of common 

stock and issuance of debt obligations. At least one-half 

of the amount of common stock subscriptions would be paid 

the Bank at the time of subscription with the remainder 
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to be paid within two years after subscription. The Bank 

would be authorized to borrow up to 15 times the Bank's 

capital and surplus. 

In addition, the Bank would be authorized to issue 

obligations to the Treasury after the Bank has at least 

$2 million in paid-in capital. This source would be used 

only as standby support for the Bank's borrowings in the 

public market. The Treasury's purchases could not exceed 

the lesser of twice the amount of the Bank's capital. 

or $10 million. The interest rate on these issues to 

the Treasury would be based on the rates paid by the 

Bank on its other obligations of similar maturity, but 

not less than the average yield on outstanding Treasury 

obligations of comparable maturity. 

In years that the Bank has net earnings and has 

no outstanding borrowings from the Treasury. it would 

be allowed to pay its stockholders dividends limited 

to six percent on the amount of paid-in capital. The 

Bank's earnings and dividends, and interest on the 

Bank's obligations would be fully subject to local 

and Federal taxes. 

Frequently in the past proposed solutions for the 

problems of community economic development were simply 
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proposals to appropriate increasing amounts of Federal 

funds. Too little thought and attention was given to 

the availability of private financial reSources or to 

the capacity of the intended re~ipients of the proposed 

Federal financial as~istance to match such assistance 

with community development needs. The proposed D. C. 

Development Bank would seek to fill the gap between 

needs and available resources and to catalyze"local 

efforts. Thus the Bank would provide technical assistance 

and mobilize the private expertise and capital necessary 

to guide local project sponsors through the steps 

necessary for successful project development and 

implementation. 

The Federal role would be limited. No Federal 

appropriations to the Bank are contemplated. Rather, 

the Federal charter provided by the enactment of the 

bill would be indicative of general Federal support; 

the modest standby authority for the Bank to borrow 

from Treasury is intended to provide the assurances 

necessary for the Bank to issue its own obligations in 

the market; and the provision for possible designation 

of Federal officers Or employees to the board of 

directors of the Bank would provide a formal means 
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for the Bank to maintain direct contact with the Federal 

Government. 

In conclusion, Mr. Chairman, the D. C. Development 

Bank is sound and constructive legislation from the 

standpoint of both the Federal Government and the 

District of Columbia. This legislation will fill a 

serious gap in our present delivery system and will 

further our common efforts to promote the economic 

development of the District of Columbia. I am happy 

to assure you of the Administration's strong support 

for H.R. 11313 and to urge its prompt passage by your 

committee. 

000 



FOLLOWING IS TEXT OF SECRETARY CONNALLY'S 
DEPARWRE STATEMENT AT MANILA 

NOVEMBER 9, 1971 

Mrs. Connally and I are grateful that we had an 
opportunity to visit, however short, the Philippines and 
the talk with President Marcos. 

Our trip was primarily to represent President Nixon 
at the inauguration of President Nguyen Van Thieu for his 
second term as President of the Republic of Vietnam. I 
felt that since we are going to be in Southeast Asia, I 
should use the opportunity to visit other countries, including 
our longstanding friends, the Philippines. My talks with 
President Marcos ranged over a large variety of subJects. These 
included, but were not confined to, economic, trade and 
international monetary matters. The question of the New Economic 
Policy in the United States, including the import surcharge, 
carne up in the course of our discussion. I assured President 
Marcos that it is a temporary measure. From here I am going to 
Tokyo to discuss economic, trade and international monetary 
affairs with members of the Japanese Government. I emphasized 
to President Marcos, as I have to others on many occasions, 
that the purpose of my stopover in Tokyo is to discuss any 
matters of mutual interest which members of the government 
of Japan wish to bring up. 

In our discussions, I also assured President Marcos 
of the United States' continuing interest in Southeast Asia 
and the policy of President Nixon to seek continuance of an 
effective aid program. 

The hospitality of President and Mrs. Marcos is warm and 
gracious. It is the hope of Mrs. Connally and myself that 
we will have an opportunity in the near future for a longer 
visit. 

000 



The Department of the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

ATTENTION: FINANCIAL EDITOR 

November 9, 1971 

FOR IMMEDIATE RELEASE 

RESULTS OF TREASURY NOTE AUCTION 

The Treasury announced that it has accepted $2.75 billion of the $ 4.0 
billion of tenders received from the public for its new 4-7/8% 15-month 
notes auctioned today. The range of· accepted bids was as follows: 

Price Approx. Yield 

High 100.10 4.79% 
Low 99.90 4.96% 
Average 99.913 4.91% 

The $ 2.75 billion of accepted tenders includes 96 % of the amount 
of notes bid for at the low price, and $ 0.2 billion of noncompetitive 
tenders accepted at the average price. 

In addition to the amount allotted to the public, $ 1.5 billion of the 
notes were allotted to Federal Reserve Banks and Government accounts at the 
average priceJ in exchange for securities maturing November 15. 



FOR IMMEDIATE RELEASE 
November 10, 1971 

EXECUTIVE OFFICE OF THE PRESIDENT 

COST OF news 
LIVING COUNCIL 

Office of Public Affairs 
Room 812 
Washington, D C 20416 
Phone 202254·3010 

The Cost of Living Council has modified two previous policies on 
fringe benefits, Edgar R. Fiedler, Deputy Director of the Council, 
announced today. The Council changed regulations on vacations and 
stock options. 

Under one new ruling, employees may use increases in the amount of 
paid vacation granted to them because they have completed a specified length 
of employment (e.g., an increase fram 2 to 3 weeks vacation upon completion 
of 10 years' service). 

A previous ruling by the Council (Q & A #15) allowed the time to 
be credited to the employee's vacation account, but did not permit the 
employee to take the increased vacation during the freeze. 

The Council has also ruled that employers, as part of the compensation 
for a particular job, may issue stock options to employees for the same 
number of shares and under the same terms and conditions as in the base 
period. 

Previously, businesses were prohibited from issuing new stock options 
during the freeze. The new ruling eliminates the inconsistency in the 
earlier regulations and puts the issuance of stock options on the same 
baSis as other forms of compensation, which are permitted to continue 
during the freeze at the same level as in the base period. 

These new rulings apply during the freeze, but are subject there
after to change by the Pay Board. As announced earlier, freeze rules 
remain in effect until modified by decisions of the Price Commission 
or the Pay Board. 

000 
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PAY BOARD 
EXECUTIVE OFFICE OF THE PRESIDENT 

WASHINGTON, D.C. 

POLICIES GOVERNING PAY ADJUSTMENTS 
ADOPTED BY THE PAY ~OARD NOVEMBER 8, 1971 

1. Millions of workers in the Nation are looking to the 

Pay Board for guidance with respect to permissible changes 

in wages, salaries, various benefits and all other forms of 

employee total compensation. It is imperative to have a 

simple standard with as broad a coverage as possible at as 

early a date as possible. There 1s probably a need for 

exceptions and for individual consideration of special situ-

ations as soon as practical, and guidance to the millions 

whose pay relations are relatively simple is an early essential. 

2. This general pay standard is intended, in conjunction 

with other needed measures, to meet the objectives which led 

to the establishment of this Board. 

3. The general pay standard should be applicable to: 

(1) changes that need approval before becoming effective; 

(2) changes that must be reported when they become effective, 

and 

(3) all other changes requiring compliance but not requiring 

specific approval or reporting. 
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4. (a) Effective November 14, 1971, the general pay 

standard shall be applicable to new labor agreements and, 

where no labor agreement is in effect, to existing pay 

practices. The general pay standard would provide: 

On and after November 14, 1971, permissible 

annual aggregate increases would be those 

normally considered supportable by productivity 

improvement and cost of living trends. Initially, 

the general pay standard is established as 5.5%. 

The appropriateness of this figure will be re

viewed periodically by the Board, taking into 

account such factors as the long-term productivity 

trend of 3%, cost of living trends, and the ob

jective of reducing inflation. 

In reviewing new contracts and pay practices, the Pay Board 

shall consider ongoing collective bargaining and pay practices 

and the equitable position of the employees involved, 

including the impact of recent changes in the cost of living 

upon the employees' compensation. 

(b) EXisting contracts and pay practices previously 

set forth will be allowed to operate according to their terms 

except that specific contracts or pay practices are subject to 

review, when challenged by a party at interest or by five or 
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more members or the Board, to determine whether any increase 

is unreasonably inconsistent with the criteria established by 

this Board. 

In reviewing existing contracts and pay practices, the Pay 

Board shall consider ongoing collective bargaining and pay 

practices and the equitable position of the employees involved, 

including the impact or recent changes in the cost of living 

upon the employees' compensation. 

(c) Scheduled increases in payment for services rendered 

during the "freeze" of August 16 through November 13, 1971, may 

be made only if approved by the Board in specific cases. The 

Board may approve such payments in cases which are shown to meet 

any of the following criteria: 

(i) Prices were raised in anticipation of 

wage increases scheduled to occur during the 

"freeze." 

(ii) A wage agreement made after August 15, 

1971 succeeded an agreement that had expired 

prior to August 16,1971, and retroactivity was 

an established practice or had been agreed to by 

the parties . 

(iii) Such other criteria as the Board may 

herearter establish to remedy severe inequities. 



- 4 -

5. Following approval of special procedures by the Pay 

Board with respect to hearing "prior approval" cases and 

other special situations, application may be made for an 

exception to the general pay standard and for a hearing on 

such matters as inequities and sub-standard conditions. 

6. No retroactive downward adjustment of rates now being 

paid will be required by operation of the general pay 

standard unless the rates were raised in violation of the 

freeze or of the general pay standard. 

7. Provisions may be considered for vacation plans, 

in-plant adjustments of wages and salaries, in-grade and length 

of service increases, payments under compensation plans, trans

fers and the like. 



THE PAY BOARD 
Washingto~, D.C. 

Remarks of Judge Boldt at Press Conference 
November 8, 1971 

It is a pleasure to announce that the Pay Board has 

reached major policy decisons regarding the post-freeze 

period of the Economic Stabilization Program. 

It is fair to state that each and every member of the 

Board has worked on our problems with great dedication and 

diligence. For the past two weeks we have been vlorking many 

hours every day to achieve a result as fair to all Americans, 

whatever their economic si~uation, as the complexities of the 

problems involved will permit. Issues are involved which 

allow for wide range~ of judgment and opinion, and some of 

them arouse strong feelings. I would be less than candid 

not to admit that viewpoints have been exchanged with 

considerable emphasis from time to time. 

However, I am confident that every member of the Board 

has done his utmost to reach satisfactory solutions to the 

initial issues resolved by the policies adopted tonight. 

Briefly stated, the substance of the policies adopted 

are: 

1. When these policies become effective, new pay 

decisions will be subject to a general standard authorizing 
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up to 5-1/2% increase per year. This standard will be subject 

to periodic review. 

2. Pay increases scheduled for some future date, under 

a contract already in effect, will be permitted, excepting 

those which are found to be unreasonably inconsistent with the 

Board's criteria. 

3. Retroactive increases for pay raises denied during 

the freeze will only be approved in a limited number of 

carefully defined ~ircumstances. 

This is a brief su~~ary of our policy decisions adopted today. 

I believe these first policy decisions can and will 

provjde a starting pOint for a program which will achieve the 

~ltinlate goal of ending inflation. 

With the understanding, cooperation and support of the 

vast majority of Americans, the program will succeed. On 

behalf of my colleagues and myself, we ask the American people 

to 6ive us that cooperation. 

We will now pass out a copy of the actual plan as 

adopted by the Board as well as a copy of these remarks. 

The public members of the Board are here with me and 

we will be able to take just a few of your questions. 



FOR IMMEDIATE RELEASE NOV[MBER 10. 1971 

STATEMENT BY DONALD RUMSFELD, DIRECTOR, 

COST OF LIVING COUNCIL 



RUMSFELD STATEHENT 

After consultation with the Pay Board and the Price Commission, the Cost 

of Living Council has reached a s ~ies of decisions to implement Phase II of 

the President's Economic Stabilization Program. 

These decisions apply to price and pay adjustments, and are desir;r,.1 

to provide equity as well as an approach to monitor and restrain price and 

pay increases during the post freeze period, which begins on November 14. 

The procedures we have devised provide a flexible and suitable frame~lOrk 

for arriving at equitable solutions to the complex issues of pay and prices. 

It is important to note that the procedures are designed to work in a way 

that reduces red tape to a minimum and doe.,; not require great numbers of 

people for administration. 

The Cost of Living Council has increased the nuru'..;er of exempt areas, those 

not covered by controls. 

I will not go into detail on the procedural decisions or the coverage 

policy, but I wo.uld like to briefly outline those areas. After that, I will 

take questions relating to the hlO papers that have been distributed. 
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The pay and price classifications are set out in three tiers-

prenotification, reporting, and ""ther proce(~u1"es." All three of these 

categories are su1;j ect to the standards and (' iiteria developed by the Pay 

Board and the Price Commission. 

Reporting procedures for price adjustmenmvary depending on the amount 

of annual sales or revenues reported by a firm in its most recent fiscal 

year. 

(I) Firms with sales of $100 million or more must prenotify the 

Price Commission on proposed price adjustments and obtain approval. 

(2) Those with sales of bet~veen $50 rdllion and $100 million must 

make quarterly reports to the Price Cow~ission on changes in 

prices, costs nnd profits. 

(3) All other firms are not required to prenotify 01" report on a 

regular basis, but will be subject to the standards and 

criteria that the Price Commission will establish. 

Reporting procedures on pay adjustments are based on the number of 

employees affected. 

(1) When 5,000 or more employees are affected, prenotification of pay 

adjustments and approval by the Pay Board is required. 

(2) l.Jhen between 1,000 and 5,000 employees ar~ affected, information 

must be furnished as to the amount of the pay adjustment and the 

number of employees affected. This must be done at the time 

the adjustment becomes effective. 
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(3) Generally, ~vhen fe~.Jer than 1, OOf) employees arc inval ve(l, mon i tori!"'; C' 

and spot checks will be used to assure compliance. 

Procedures are being adopted "by the Pay Board and Price COnllrtissJon to 

insure that,when appropriate, a firm's price adjustments will receive the 

same degree of scrutiny as its pay adjustments. 

Since the freeze was put into effect on August 15, certain exemptions 

fro"t the freeze have been permitted. These exemptions Herc perrni tted for a 

variety of reasons, consistent with the President's desire to impose only 

those controls necessary to turn back the tide of inflation and achieve 

reasonable price stability. During the post-freeze period, some ne~" items 

and categories have been exempted. In every case the decis ion has been li'ade 

in the light of the President's policy of removing controls as quickly as 

conditions warrant. 

Some examples of new and continued exemptions are: 

Raw agricultural products; 

Art objects, antique: and handicraft objects; 

State ~nd local taxes and fines; 

Exports and international shipping rates; 

The initial transaction on imoorted products: 

Financi21 securities; 

Dues to non-profit organizations. 
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To assure consistency in ~latters of policy and operatior:s, the Pay Board 

and Price Commission and the Cost of Living Council are developing liaison 

procedures. These will include an exchange of appropriate information 

concerning pay and price adjustments and will enable the Cost of Living 

Council to monitor the overall operation of the Economic Stabilization 

Program and to coordinate actions of the three bodies on a National level 

and in the field. 



BACKGROUND FOR HllfEDIATE RELEASE 

EXEHPTION OF CERTAIN SEGMENTS OF THE ECONOHY 
FROM THE CONTROLS OF THE POST-FRt~LZI:: PROGRl'.N 

The Cast of Living Council has determined that certain economic sectors 
shall be exempt from control during Phase II of the economic stabilization 
program, effective November 14. The immediate exemption of these sectors 
is consistc~t with the President's objective of removing price and wage 
controls as quickly as conditions warrant. The principal reasons for these 
decisions are ;.lS £0110"18: 

1. Certain economic sectors are characterized by a large number of 
sellers and frequent price fluctuations with a minimum of inflationary 
pressure. 

Example: raw agricultural products 

2. In certain other sectors tllere is no clear basis for establishing 
a fair and equitable ceiling price because of the nature of the 
product and the selling process. 

Examples: handicraft objects, antiques, and art objects 

3. Certain transactions are not being controlled because they are not 
u.s. transactions. 

Examples: exports, imports, and international shipping rates 

4. Certain'prices are self-assessed or characterized by a strong element 
of mutuality. 

Examples: dues of non-profit organizations 

In addition, it should be noted that certain economic transactions cannot 
be characterized as wages, salaries, prices or rents and are therefore not 
included in the program. Examples are: taxes, wory..men' s compensation, welfare 
payments, child support and alimony. 
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PRICE COVEr-ACE 

The following were exen1pt fro_m cont}"ols dtJring the freeze aEd \0]111 cOfll_1r:\.Je to 
be exempt during the post-freeze period: 

1. Raw unprocessed egricultural products. 

2. Raw seafood (a more liberaliz0d definition of "raw seafood" 
will be adopted during the post-freeze period ~hich will permit 
shelling, shucking, skinning, scaling, eviscerating, removing 
heads and icing). 

3. Financial securities. 

4. Exports and first import transaction. 

The following \vere not exempt duri.£fL~e freeze, but Hill be exef"pt durir;g 
the post-freez~oTiod: 

1. All used products (includes all second hand goods that have 
provided some prior service to the previous owner). 

2. Disposal Sales 

a. Sales of abandoned or confiscated property by the U.S. 
Government or other government agencies pursuant to court 
decree. 

b. Sales or real and personal property by the U.S. Government. 

c. Sales and d: liveries of damaged c(iJT;modities by insurance 
companies, transportation companies, or agents of the U.S. 
Government, or by any other person engaged in reconditioning 
and selling dama8~d commodities received in direct connec
tion with the adjustment of losses from insurance companies, 
trans[ortation companies, or agents of the U.S. Governnent. 

3. Custom services and products made to individual order as fo110\·;s: 

a. Leather goods. 

h. Wigs and toupees. 

c. Cloth:i.ng. 

d. Fur apparel. 
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e. Dressmaking service on material O\.med by individual customers. 

f. Taxidermy services. 

g. Framing pictures and mirrors. 

h. Jewelry. 

4. Miscellaneous, as follows: 

a. Antiques. 

b. Art objects: paintings, etchings, and sculpture. 

c. Collectors coins and stamps. 

d. Precious stones and mountings into \vhch precious stones 
are se,-.. 

e. Rock and stone specimens. 

f. Handicraft 0bjects 

5. Royalties and copyri~lts for materials furnished for publication 

6. International shippin~~ps 

i. Dues to non-profit organi7.ations. 

8. Real estate as follOivs: 

a. Unimproved real estate and improved real estate with improvements 
that are not neHly constructed. 

b. Real'estate with newly constructed improvements in those cases 
(i) in which the sales price is determined after completion of 
the construction, or (ii) in which wage rate costs are known 
and pertinent wage rates are not subsequently altered by actions 
of the Pay Board after the sales price is set. 

9. Ren~s, as follows: 

a. Commercial, industrial, and farm property. 

b. Newly constructed or substantially rehab~litated dwellings 
offered for rent for the first time after August 15, 1971. 
"Substantially rehabilitated mean~, a rehabilitation cost of 
at least one-third or more of the total value (including 
costs of rehabilitation) of the rehabilitated property. 

10. Raw sugar 



BACKCRom;J.) FOR .U:LlEL,' RLLLhSL 
i~ovember 10, 1971 

PRICE AND PAY CLASSIFICNL'ION 

The Cost of Living Council has established a threR level classification 
system for the application of prenotification, reporting and other proced~res 
to be implemented by the Price Commission and Pay Board to monitor and restrain 
price ar.J ,','age increases during the post-freeze stabilization period. 

Price Classification 

The general criteria for identifying economic units subject to 
monitoring procedures relative to price adjustments are based on the 
amount of a firm's sales in its most recent fiscal year. 

Category 1 

Firms with annual saJes of $100 million or more must prenotify 
the Price Corr~ission on proposed price adjustments and obtain approval 
by the Commission before sllch price adjustments become effective. 
They must also report quarterly to the Price Commission information 
concerning prices, costs and profits. 

Category 2 

Firms with annual sales of between $50 and $100 million must report 
quarterly to the Price Commission information concerning prices, costs 
and profits. 

Category 3 

All other firms are subject to the standards and criteria that 
the Price Commission may develop. However, these firms will not be 
required to prenotify or report at regular intervals to the Price 
Commission. Any price cbanges by these firms \\'ill be subj ec t to 
general monitoring and spot checks. Most of these firms will be 
required to maintain adequate records of price, cost, and profit 
changes. This requirement for supporting records will be less stringent 
for small firms such as eating establishm~nts and product sellers with 
gross sales of less than $100,000. 
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Pay Classification 

The general criteria for identifying economic units subject to moni tori"" 
procedur2s relative to pay adjustments are based on the num~cr of employees 
affected. 

Category 1 

Proposed pay adjustments affecting 5,000 or more employees will 
be subject to prenotification to and approval by the Pay Board before 
they become effective. 

Category 2 

Pay adjustments affecting between 1,000 and 5,000 employees will 
be reported to the Pay Board at the time the pay adjustment becomes 
effective with inforI:1ation eoncerninr; the amount of the pay adjustment 
and the number of employees affected. 

Category 3 

In general, pay adjustments affecting feHer than 1,000 emplo"ees 
will be subject to monitoring and spot checks, but prenotificatic and 
reporting at regular intervals will not be required. 

A pay adjustment is a decision involving a general increase in salaries, 
wages, and fringe benefits either through a collective bargaining process or 
through actions by an employer or group of employers. 

Relation between Procedures for Pay and Prices 

To ensure balanced treatment of pay and prices. consideration will be 
given to consist~ncy between procedures as they apply to pay adjustments and 
to the pricing policies of the firms in which affected workers are employed. 
To avoid instances in which pay adjustments might be subject to more rigorous 
procedures than price adjustments, the following guidelines will apply: 

a. If prenotification or reporting is required for pay adjustments, 
the Director of the Cost of Living Council has the authority to require a 
simila~ procedure for price adjustments for those firms covered by such pay 
determinations, whether or not those finns vlOuld othenlise be subj ec t to 
those procedures. This authority may only apply to the segrGent or segments 
of the firm's activities affected by [he pay adjustm~nt decision. 
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b. If a firm is required to prenotify or to report at rq;t\lar 
intervals ,dth respect to price adjustmcnts_, the same procedures for pay 
adjustments will not necessarily be required. 

Provision for Changing Classifications 

The Cost of Living Council has granted the Director authority to increase 
the number of pay adjustIDcl ts subject to prenotification and reporting procedures 
upon the advice and recommendations of the Pay Board. This authol.-ity ,·.'ill 
permit prompt response on behalf of the Cost of Living Council to reCODlDenda
tions of the Pay Board to consider pay adjustments of a size smaller than 
those specified in the general criteria. Tl,c Pay Board might ~;rish to subj ec t 
certain pay adjustments to prenotification or reporting that \·;ould not other
wise be required if the adjustment was regarded as critical in terillS of its 
pattern-setting effects or its effects on relative pay rel~tionships. 

The Cost of Living Council has also granted the Director autl10rity to 
increase the number of firms &ubject to prenotification and reporting pro
cedures upon the advice and recommendation of the Price COU1.-uission. 

Respo:lsibility for Prenotificaticn and Rcportine Pay Adjustnents 

The responsibility for prenotification and reporting of information 
concerning pay adjustments may be assigned by the Pay Board to the emploYE_, 
the bargai) dng agent for the employer or group of employer s represented, or 
to the bargaining agent for the eITployees, or to any or all of them. The 
Pay Board .. lill develop the appropriate adminstrative procedures to assure 
that responsibility for prenotification or reporting is clearly assigned. 



Categories 

Price and Waqe Classific~tion 
. --B~' 

Reportinq-~~te90ries 

Prices 

Firms with sales of: 

$100 million and over 

Increases affecting: 

Prenotification 

Reporting 

Nonreporting 

1 ,300 firms 

45% of total 
U. S. sales 

$50 to $100 million 

1 ,100 f: rms 

5% of total 
U. S. sales 

Less than $50 million 

10 mi 11 ion fi rms 

50% of total 
U. S. sales 

All data are approximate 

5,000 workers or more 

500 units 

10% of total 
U. S. employees 

1,000 to 5 s 000 workers 

4,000 units 

7% of total 
U. S. employees 

Less than 1 ,000 workers 

10 million units 

83% of total 
U. S. employees 



November 11, 1971 

STATEMENT BY THE PRICE COMMISSION 

The policies of the Price Commission announced herein are designed to 
achieve a goal of holding average price increases across the economy to 
a rate af no more than 2-1/2% per year. This is in line with the 
President's goal to stabilize the economy, reduce inflation and minimize 
unemployment, and with the Cost of Living Counci1's objective of reducing 
the rate of inflation to not more than 2 to 3% by the end of 1972. 

These policies rely heavily on voluntary compliance, but they impose close 
supervision on those segments of the economy which substantially affect 
price levels. Specific regulations implementing these policies will be 
issued in the next few days. 

Prices may not exceed their freeze period levels except as changed by 
published regulations or on orders of the Commission. 

The basic policy is that price increases will not be allowed except those 
that are justified on the basis of cost increases in effect on or after 
November 14, 1971, taking into account productivity gains. While price 
increases, in the aggregate, must not exceed 2-1/2% per year, many 
adjustments will be below 2-1/2%, and some will be above 2-1/2% as 
justified on the basis of cost increases and other factors. Price 
increases will not be granted to any individual or firm to provide 
retroactive relief for the impact of the August 16 - November 13, 1971, 
freeze. 

Reporting procedures for price increases vary depending on the amount 
of annual sales or revenues reported by a firm in its most recent fiscal 
year. 

(a) Firms with sales of $100 million or more must prenotify 
the Price Commission on proposed price increases. Unless 
the Commission advises otherwise within 30 days after the 
notification is received, the notified price changes may take 
effect. 

(b) Those firms with sales of between $50 million and $100 million 
must make quarterly reports to the Price Commission on changes 
in prices, costs and profits. 

(c) All other firms are not required to prenotify or report on a 
regular basis, but will be subject to the standards and 
criteria that the Price Commission will establish. 

Different economic sectors will be subject to different rules and 
regulations. These sectors are: 
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(a) Manufacturers; 

(b) Wholesalers, retailers, and similar commercial enterprises; 

(c) Service industries and the professions; and 

(d) Others 

Manufacturers 

Prices charged by manufacturing companies may not be increased over 
freeze period levels, except as the following provisions may apply: 

(1) Allowable cost increases in effect on or after November 14, 1971, 
reduced to reflect productivity gains will serve as a basis 
for price adjustments; and 

(2) Price adjustments sha11 not result in an increase in a firm's 
pretax profit margin (as a percentage of sales) as established 
during its base period. 

Retailers/Wholesalers 

Retail and wholesale prices are to be controlled on the basis of customary 
initial percentage markups which are applied to the cost of the merchandise 
or service. These customary initial percentage markups cannot be higher 
than those in the base period. Moreover, a firm may not increase its 
prices beyond that amount which would bring its net profit rate before 
taxes (as a percentage of sales) to a level greater than that in the 
base period. 

Retailers are to post prominently their freeze period prices for all 
covered food items and for many other selected items other than food as 
will be specified in the regulations. Until all such selected prices are 
posted, retailers are not permitted to increase any prices. In any event, 
such freeze prices must be posted no later than January 1, 1972. 

Service Industries and the Professions 

Prices charged for services may not be increased over freeze period 
levels, except: 

(1) As a result of allowable cost increases in effect on or after 
November 13, 1971, reduced to reflect productivity gains, and 

(2) In any event, price increases shall not result in any 
increase in a firm's pretax profit margin (as a percentage 
of sales) as established during its base period. 
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The Commission recognizes there is a multitude of different service 
industries, characterized by widely varying types of costs and market 
conditions, possibly warranting more specific forms or regulation. 
The Commission is considering more specific regulations. 

Until the Commission publishes specific regulations for nonprofit 
organizations and Government units, the prices of services supplied 
by such organizations may be adjusted for allowable cost increases 
in effect on or after November 14, 1971. 

Base Period 

For purposes of these regulations, base period shall mean the average of 
any two of the pastlthree fiscal years of the firm ending prior to 
August 15, 1971. 

Rents 

Guidelines for rents will be developed after consultations with the Rent 
Board. In the interim, the freeze will continue with some rule changes 
amending freeze-period definitions which resulted in hardships. landlords 
are required to record and make available upon request both the unit-by
unit freeze period rent and the basis for any adjustments. The Rent 
Board will develop basic rent guidelines for consideration by the 
Commission. 

Regulated Industries 

For prenotifying firms the relevant regulatory agencies shall submit all 
existing and new requests for rate increases to the Price Commission. 
These regulatory bodies will also notify the Price Commission upon 
approval of rate adjustments which will be reviewed by the Price 
Commission. For reporting firms, the regulatory bodies will report 
approved rate adjustments for review by the Price Commission. The 
Price Commission will retain the right to implement more stringent 
standards. 

Some regulated firms proposed rate increases have been approved by 
regulatory authorities, but were not allowed to become effective because 
of the freeze. Such increases may go into effect; however, the appropriate 
regulatory authority shall review such increases for consistency with the 
goals of the Economic Stabilization Program. 

Correction of Inequities 

Inequities arising as a result of certain definitions and rules promulgated 
under the freeze or for other exceptional reasons will be handled as follows: 
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Changes will be made to amend certain definitions and to correct 
inequitles created by the operation of rules promulgated under 
the freeze, but none of these changes will permit retroactive 
price increases. On or after November 14, freeze-period prices 
may be adjusted pursuant to such changes. Specific price 
adjustments are subject to review by the Commission. In such 
cases, the Commission will determine whether the increase is 
significantly inconsistent with the goal of reducing the rate 
of inflation. 

Prenotification firms must file with the Commission any proposed 
price increases based on the modification of freeze-period rules. 

Firms which can demonstrate a continuing gross inequity not 
ameliorated by the rules of the Prict Commission may request 
an exception through local IRS Offices. 

firms must retain records supporting price increases that are 
made pursuant to the modified rules, and reporting firms must 
file reports of these changes with the Commission. 

Wi ndfa 11 Prof, t5 

Windfall profits refer to those profits which would not have existed 
except for unique conditions created by the operation of the Economic 
Stabilization Program. The Price Commission is determined to take those 
measures necessary to achieve the goal of reduclng the rate of inflation 
to 2-3% by the end of 1972. Therefore, in the administration of the 
stabilization program the Commission will at certain times issue such 
regulations a5 necessary to cause windfall profits to be converted into 
price reductions. 

Other Considerations 

Notwithstanding the foregoing, in making determinations based on the 
standards set forth in this statement, the Pric~ Commission will take 
into account whatever factors it considers relevant to an equitable 
resolution of that case and considers necessary to achieve the overall 
goal of holding average price increases across the economy to a rate 
of no more than 2 1/2~ per year. 
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INTERNATIONAL ASPECTS OF THE NEW ECONOMIC PROGRAM -
THE FIRST NINETY DAYS 

Almost three months have passed since President Nixon 

announced his New Economic Program and altered the approach 

for dealing with our major domestic and international 

economic problems. The initial shock has worn off, and it 

is time for a stocktaking. Tonight, I want to comment on 

some developments in the international aspects of the 

program and perhaps clarify some possible misunderstandings 

about what we are trying to do -- and what we are trying not 

to do. 

I believe virtually everyone agrees with the validity 
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It had become all too clear that the international 

economic system was subject to increasing strains and 

recurrent crises and that fundamental reforms, not makeshift 

repairs, were necessary. 

It had become even clearer that U. S. balance of payments 

deficits were no longer sustainable. These deficits were 

not sustainable financially, in light of the cumulative 

strains on our reserve position and the strong speculative 

forces they engendered. They were not sustainable economi

cally, in light of the distortions which they forced on 

trade and investment patterns. And they were not sustainable 

politically, in light of the encouragement they offered to 

protectionist pressures in the United States and the restive

ness they caused abroad about the need of other countries to 

absorb large and continuing outflows of dollars. 

In short, the time had come for decisive action. 

The August 15 program set our course toward two major 

international objectives -- reversal of a long period of 

erosion in the United States balance of trade and payments 

and creation of the conditions for reforming the international 
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monetary system. The specific international measures in 

that program -- most importantly the suspension of converti

bility of dollars into gold for foreign monetary authorities 

and the imposition of a temporary import surcharge -- did not 

in themselves constitute a lasting solution. They were not 

designed to. 

The purpose of those measures was to provide temporary 

defenses -- to yield the needed quick support to our own 

balance of payments while the framework for a more lasting 

solution is worked out internationally and to free us from 

major speculative risks while we and our trading partners 

develop and seek agreement on needed reforms of the monetary 

system. 

What do we seek to achieve through this program? Our 

main objectives can be outlined very simply. 

First, we are trying to restore basic strength to our 

external accounts. We do not want to default on our 

responsibilities in aid and defense because our balance of 

payments is weak. We do not want to have to maintain 

selective restraints and controls on capital indefinitely. 
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We are determined to play our role in the world, and we 

must have the economic and financial capability to do so. 

Second, we are trying to gain recognition that this 

requires a major turnaround in our current balance of pay

ments, which, in turn, requires a substantial strengthening 

of our trade balance. The inevitable 'corollary is a comple

mentary adjustment in the positions of other countries, most 

of which have come to expect and rely on persistent surpluses 

in their accounts. 

Third, the needed adjustment, and a healthy world pay

ments structure, will require action in several areas: a 

major realignment of the exchange rates of leading countries, 

a restructuring of trade practices, and a rebalancing of 

defense financing arrangements. 

Fourth, we seek an international monetary system with 

improvements and new principles to meet the needs of the 

generation ahead and to avoid a relapse into the problems 

of the past. 

And, fifth, we seek these changes, both in the immediate 

payments situation and in the longer-term modification of 
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the system, in ways that are outward-looking and consistent 

with our belief in liberal trade and payments, not inward

looking and defensive. We seek our payments adjustment 

though the expansion of trade and the removal of restrictions, 

not by the introduction of new restrictions. A significant 

part of the progress needed toward sustainable adjustment 

can be achieved by more liberal policies by others -- changes 

in practices that have tended to keep U. s. goods from their 

markets, sometimes in contravention of the letter or spirit 

of accepted international trading rules. We recognize that 

others have complaints about U. S. trade practices, and some 

problems will require time for satisfactory mutual solution. 

But we feel some important changes are needed at the outset, 

where the problems are pressing, as part of the process of 

restoring the United States to an equitable position. These 

are needed now. 

Two aspects of the program deserve special comment, 

since they have been subject to conflicting views and some 

misunderstanding. And I think it is very important that any 

misunderstanding of our purposes and motives be corrected. 



- 6 -

Otherwise, our actions can be misinterpreted and the risk 

of unwise counteractions by others unnecessarily magnified. 

First, we must make it absolutely clear the program is 

in no way a shift toward protectionism. A temporary sur

charge is, of course, not a new device. Major trading 

countries have used it before, when in 'serious balance of 

payments difficulty, and with a similar justification -- a 

justification which, in our case, was explicitly authenti

cated by the International Monetary Fund. And these countries 

removed it, as we will, when conditions justify its removal. 

We chose the surcharge because it is a nondiscriminatory, 

market-oriented measure that promises some early payments 

improvement but which avoids the harshness and arbitrariness 

of quotas and direct controls explicitly blessed by the GATT. 

Alarm about the surcharge was to be anticipated. We 

have had long experience with a system which tolerates and 

even welcomes measures other countries take to improve their 

competitive positions and balance of payments but which views 

the same measures in a different light when they are adopted 

by the United States. That is a penalty of size, prominence, 

and leadership. 
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But there can be no escape from the fundamental fact 

that a sizeable adjustment in the U. S. external position 

is needed and that this will require an offsetting adjustment 

in the position of other countries. The surcharge has an 

impact on trade, but far less of an impact than that which 

would accompany a realistic exchange rate realignment. The 

surcharge itself is but a partial and temporary safeguard. 

It is no solution, and we will happily remove it as soon as 

more lasting adjustment measures are undertaken. 

The basic objective of the August 15 program is certainly 

not to restrict world trade but just the reverse. We seek 

to beat back restrictive practices on a world-wide basis. 

The new program is consistent with the liberal trade and 

payments concepts which have guided United States policy for 

twenty-five years. Since World War II, the United States 

has worked within the framework of the principles of most-

favored nation and nondiscrimination in trade. But we cannot 

ignore that some others have appeared to feel more comfortable 

in moving toward trade blocs, and some of the strongest 

economic powers in the world still feel the need to protect 
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their economies from international competition by use of 

controls and quotas. There are cases in which discrimina

tory trading arrangements tend to make us residual suppliers. 

Our large and open markets have been a prime target for 

foreign exporters who often face extensive restrictions in 

third markets. 

The basic point is that liberal and outward-looking 

policies are, in the end, dependent upon a viable, strong, 

competitive trading and over-all balance of payments position. 

Our continued leadership in creating a balanced and equitable 

trading system is thus dependent on the success of our program. 

A second misunderstanding which should be cleared up 

is that some have seen our program as an attempt to shift 

jobs to the United States from Europe and elsewhere and have 

forecast world-wide recession. The domestic part of our 

program is, of course, designed to stimulate the U. S. 

economy and create jobs which, incidentally, means a 

better U. S. market for other countries' exports. We don't 

want our employment picture unbalanced by trade distortions 

or inability to compete world-wide. 
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But this nation is not dependent on other countries 

for the creation of adequate total demand in our economy. 

We have ample experience demonstrating our capacity, some

times over-capacity, to create demand for ourselves. It is 

impossible to look rationally at the competing demands on 

our resources and conclude that we are dependent on the 

external sector. We are not talking about reductions in 

U. S. imports or a doubling of U. S. exports but about 

tapering down the rate of growth of imports and increasing 

somewhat the rate of growth of exports, within rising levels 

of trade. We estimate the impact of the surcharge in a 

full year, assuming it were maintained that long, at $1-1/2 

to $2 billion, which would only slow down but not stop the 

rise in U. S. imports. 

We have estimated the required turnaround in our current 

balance of payments at $13 billion, but we do not seek or 

expect that turnaround in a single year. Any measures 

agreed upon would take not only months but years to exert 

their full effect. We are not insisting that the U. S. 

deficit be eliminated overnight -- what we want is to reach 

agreement on the measures which will assure a reasonable 

prospect of that objective within a reasonable period of time. 
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The impact of the $13 billion adjustment would not only 

be spread over time but would also be spread over a number 

of other industrial nations, whose economies in total are 

as large as ours and whose total foreign trade is several 

times as large as ours. These adjustments can certainly 

be accommodated in a context of economic growth. The latest 

projections prepared by the OECD suggest that, with the 

existing U. S. program and with the exchange rate shifts 

which have taken place, the prospect for the first half of 

next year is for an increase in the rate of economic growth 

for the major countries in Europe and Japan as a group. 

This provides reassuring evidence that the projected adjust

ment would take place within a framework of growth and 

progress in the international economy, rather than in a 

climate of recession. 

If what we seek and do not seek is quite simple, the 

attainment of our objective is not. There is now much 

restiveness about the uncertainty in the international 

monetary situation and an impatience to reach a settlement 

with a minimum of delay. 



(1··~ 
1/ 

- 11 -

We strongly favor resolving these issues as quickly 

as possible. But it is clear that hard decisions and 

complicated questions are involved and that there is no 

advantage to be gained in a patchwork agreement that leaves 

the basic problem unresolved. Agreement requires concurrence 

of both sides. Neither we nor any other single party can 

impose it. 

Those who are impatient for immediate solutions should 

not underestimate the difficulties. An exchange rate 

realignment, which is but one element of a solution, is a 

very serious matter for each foreign country. A multi-

lateral exchange rate negotiation is rather like arranging 

a bowl of marbles -- each one that is shifted changes the 

position of some of the others. It is uncharted and complex 

negotiation to establish a new set of exchange rate relation-

ships that all major countries will accept as a reasonably 

fair deal, taking account not only of their rates vis-a-vis 

the dollar but against their other important trading partners. 

A new exchange rate may affect the profitability of the 

industry, the fortunes of particular firms and their workers, 

interest rates and capital flows, and other aspects of 
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national economic life. It is thus also a political 

decision, and noneconomic considerations may intrude. All 

this means it is not surprising that a realignment takes 

time to jell. 

Is there a willingness, in the last analysis, to make 

the necessary adjustment? At an intellectual level, I find 

the need generally accepted, despite some dispute about the 

exact magnitude. It is when it comes to specific action by 

specific countries that the major difficulty begins. The 

temptation is strong to say "yes, an adjustment is needed, 

but not in my country's position." In recent discussions 

in Paris, one country after another took a relatively 

pessimistic view of its payments prospects and the need to 

avoid any significant adjustment in its own position. In 

the aggregate, it was plain that the expressed intentions 

and goals could not be reconciled with a viable equilibrium 

for the United States. 

Nor is a solution advanced by insisting upon injecting 

into the discussions a change in the price of gold which, as 

Secretary Connally has emphasized,'~ould be patently a retro

gressive step in terms of our objective to reduce, if not 
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eliminate, the role of gold in any new monetary system." 

There is no question that we have a complicated and 

difficult problem ahead. The crucial decisions to permit 

an early resolution have not been made. 

I believe those decisions can be made. Certainly, 

there is now a better understanding of .each country's views 

and situation. What remains in question is the will to act 

in a manner that recognizes the facts of the situation and 

the need for substantial adjustment, if stability is to be 

restored and uncertainty ended. 

There is, to my mind, no easy and quick "solution" 

that does not recognize the need for substantial adjustment 

and the inter-relationships of monetary, trade, and defense 

problems. Such a "solution" might give a brief glow of 

satisfaction to a few, but it would virtually guarantee 

renewed and more serious difficulties in the period ahead. 

Our intention must be to work toward the more meaningful 

and enduring answers that are potentially within our grasp. 

With good sense and good will, those answers will be found. 

--000--
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GENERAL COUNSEL SAMUEL R. PIERCE, JR. 
NAMED SIPC DIRECTOR 

The Treasury Department has announced the appointment 
of General Counsel Samuel R. Pierce, Jr. to the seven-man 
Board of Directors of the Securities Investor Protection 
Corporation. 

He succeeds Bruce K. MacLaury, former Deputy Under 
Secretary for Monetary Affairs, who resigned earlier this 
year to become President of the Federal Reserve Bank o~ 
Minneapolis. 

The Securities Investor Protection Corporation of 
1970 is a non-profit membership corporation which was 
established by a Federal Statute which became effective 
December 30, 1970. 

The principal purpose of the Corporation is to protect 
a customer of a broker-dealer firm which is a member of the 
Securities Investor Protection Corporation against losses 
of up to a total of $50,000 in cash and securities in the 
event it is necessary to liquidate the firm. The policies of 
the Corporation are determined by the seven-mau Board to 
which Mr. Pierce was appointed. 

The Statute creating the Corporation provides that 
the Board of Directors shall consist of seven persons. 
Five directors are appointed by the President of the United 
States with the advice and consent of the Senate. 

C-199 
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Of the five directors, three are selected from among 
persons associated with the securities industry and two are 
selected from the general public. The statute provides for 
two Government representatives on the Securities Investor 
Protection Corporation Board. 

The Secretary of the Treasury appoints one 
Government representative from its officers and the second 
Government representative is appointed by the Board of 
Governors of the Federal Reserve System. 

000 
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(TRANSCRIPT OF PRESS CONFERENCE) 

HONORABLE JOHN B. CONNALLY 
SECRETARY OF THE TREASURY 

TOKYO-AMERICAN CULTURAL CENTER 
3:30 P.M. (JAPAN TIME) 

THURSDAY, NOVEMBER 11, 1971 

Mr. Secretary, it has been reported in one of the papers 
here that you asked for 15 percent revaluation of the yen. 
Is that correct? 

CONNALLY: That report is incorrect. I have not,repeat 
not asked for any specific revaluation of the yen or of any 
other currency. I want to try to keep my answers as brief 
as possible, because of interpretation and in order to get 
more questions in. 

QUESTION: Would you please explain to us, sir, why 
the Group of Ten meeting scheduled formout the 22nd, or 23rd 
has been postponed? 

CONNALLY: The Group of Ten meeting was postponed after a 
conversation I had with Mr. Paul Volcker, the Under Secretary 
of the Treasury for Monetary Affairs, because of the reports 
that we were getting from Europe primarily that led us to 
believe that nO,repeat no substantial progress could be made 
at this particular moment with a Group of Ten meeting and so 
we felt that it was advisable to postpone it for a couple of 
weeks or so and we have gone back for suggestions as to another 
date, possibly in the early part of December. I might add in 
that connection the report that emanated from somewhere in 
Europe that the illeeting was postponed because the United States 
needed more time to formulate its plans were absolutely 
incorrect. That is not, repeat notso. 

QUESTION: Mr. Secretary, it is reported that you have made 
certain demands of the Japanese during these talks on the 
revaluation of their currency. What were those demands? 
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CONNALLY: First I have made no, repeat no demands of any 
kind with respect to Japanese currency. Secondly, I have mad~ no 
repeat no demands of any kind. 

Next, I have outlined to the various governmental 
leaders here the basic economic problems that exist in the 
United States,and I have said what I have said 
before, that we must have some help from nations around the 
world, both in terms of trade assistance and realignments of 
currency, but that the Japanese government was far better able 
to judge what it could do, when it could do it, and how it 
should do it, rather than the United States attempting to tell 
this government anything, so we have not, repeat not made any 
demands~ we don't propose to make any demands. Rather I have 
assured the government leaders here that we intend to continue 
tc work in a spirit of the greatest cooperation, the highest 
order of friendliness, to try to strengthen the economic, the 
political and the bonds of friendship that exist between our 
two nations because it is essential that we work in tandem, 
in cooperation, not, repeat not only for our mutual benefit, 
but for the benefit of the developing nations of the world, and 
indeed for all the nations of the free world. 

QUESTION: Mr. Secretary, would you tell us what you told 
the Japanese government were the problems of the United States 
economy? 

CONNALLY: If you will give me some licence for summary on 
that -- I was with them nearly all day yesterday, and all 
morning this morning, and it would be impossible in the brief 
time here to retell all of our problems. Basically I tried to 
point out that real growth in the United States for the past 
couple on years has been zero. That inflation has been 
a problem for us, that in an attempt to slow the rate of 
inflation we have experienced the highest interest rates in a 
hundred years in the United States, which had a very deterrent 
effect on the expansion of the economy, resulting in an 
unacceptable rate of unemployment, ranging in the neighborhood 
of 6 percent, some months just move, Some months just below, 
that economic vitality had been extremely slow. We were makin? 
some headway, but not, repeat not enough leading up to the 
present sanctions on August 15th. That corporate profits 
have been down, basically going down, since 1966, further 
diminishing the ability of the companies to invest in new plant 
and equipment. And all in all our balance of payments have be~ 
deteriorating to the point where it appears that this year, 1971, 
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CONNALLY (CONTINUED): we will suffer our first deficit 
in our trade balances since 1893, almost eighty years. In 
addition, we have seen a very substantial decrease in our foreign 
asset reserves this year, and the weakening of the dollar to 
the point where the President felt that it was imperative 
to suspend the convertability of the dollar, and these were the 
principal points that I made in talking with the various 
government officials here about the state of the economy, up to 
this point. I did go forward to say that the wage-price freeze 
that the President instituted on August 15th had in my jlldgmenL 
been very successful. It has had a very salutary effect upon 
the economy, and in my judgment Phase 2 would result in the 
slowing of inflation, increased economic expansion, and a 
decrease in the number and percentage of unemployed in the 
United States, and that 1972 would indeed be a better year than 
1971. 

QUESTION: Mr. Secretary, in order to solve the present 
currency problem, both in Europe and here in Japan, it is felt 
that two conditions should be met, that is, that the United 
States should immediately withdraw the import surcharge, and 
secondly that the United States, to some degree or other, should 
devalue the dollar. I wonder if we might have your opinions 
on this matter. 

CONNALLY: You know, I have always been amused by the fact 
that constant reference is made to the withdrawal of the import 
surcharge, as if that was the only restraint placed upon the 
movement of goods and commodities and products in the world. 
Well, without being critical, I would like to point out that 
even though there has been a liberalization of policy in some 
respects here in Japan recently with respect to livestock, beef, 
but at the time that liberalization took place with respect 
to the importation of calves, a tariff was put on -- that tariff 
is$135 dollars per head, that is roughly equivalent to the total 
value of the animal, and I would be happy if many countries 
in the world would limit their tariffs to 10 percent. I 
think it is significant that you can buy a Toyota in California 
for $2,000. You can buy an American made Pinto there for 
approximately $3,000, but that same Pinto here in Japan would 
cost you $4,000. That is slightly more than 10 percent! So 
that I take, with some bit of humor, very frankly, at the cost 
of repetition, the only real stumbling block in the way of 
freedom of world trade is the imposition of an American 10 percent 
surcharge. We have made it abundantly clear that we will remove 
the surcharge when it is clear that we can obtain an equilibrium 
in our balance of payments. I assure you it is a temporary 
measure, we are not, repeat not protectionists -- as a matter 
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CONNALLY (CONTINUED): of fact '(I]e believe in expanded World 
trade. We want to continue with that expansion of world trade , 
and that particularly applies to Japan. We believe that 
expanded trade between our two nations is an essential element 
of the economic well-being of the world expansion, and of an 
international monetary system. Now again we get into this 
question of the United States contributing to the solution of 
this problem which is the second part of your question. We 
have indeed contributed. The dollar has been devalued. It has 
been devalued against nearly every currency in the world, the 
principal industrial nations. It has been devalued against the 
yen; we are floating; the yen is floating; the Canadian dollar 
is floating; we are floating. The American dollar has been 
devalued against the Canadian dollar; it has been devalued 
against the Japanese yen; it has been devalued against the 
German mark; it has been devalued, against the Swiss franc, 
and the French franc, and the Dutch gilder, and all of the rest. 
If indeed the nations of the world want the United States to 
humble itself by devaluation of the dollar, frankly we have 
done more than that. We have not, repeat not only floated it 
and devalued it, we have suspended the convertability of it. 
And this is humbling oneself to the ultimate degree, it seems 
to me. 

QUESTION: Mr. Connally, the Minis te r of International Trade 
and Industry says that you proposed to Mr. Tanaka that a new 
series of meetings should be held to help Japanese leaders in 
Anchorage or in Honolulu within six weeks. Will these meetings 
be held before the next Group of Ten meetings, and does this 
indicate that you were less than satisfied with the result of 
your meetings this time? 

CONNALLY: Well, first of all I did suggest this, 
that such a meeting at Anchorage, Alaska, might be a 
possibility, if it was agreeable to the Japanese officials and 
if they felt that it would contribute to a solution of our 
problem. Secondly, I rather think that there will be a series 
of meetings before such time -- thirdly, it does not, repeat 
not, not, repeat not reflect any dissatisfaction whatever with 
my conversations here. On the contrary, ~ think the 
conversations that I have had with the government officials here 
have been very frank and very candid, and have been extremely 
helpful to me and I hope to them, and forms a basis for a much 
clearer understanding of our respective problems. 
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QUESTION: Last month at the Department of State in 
Washington, I believe the Deputy Assistant Secretary, Hr. Barger, 
impressed upon the press conference that it was the official 
view of the United States Government that it would not, repeat 
not withdraw the 10 percent import surcharge unless there was 
some firm indication that the U.S. balance of payments had 
found a way to achieving an equilibrium. Is that your view 
too, Mr. Secretary? 

CONNALLY: That is also my view, Mr. Barger is here, 
incidentally, and I want him to hear it. 

QUESTION: Did you raise with the Japanese government 
the question of the balance of payments, and, in fact, of the 
American military presence here? And did you ask for 
consideration of any measures to offset this balance of 
payments, in fact? 

CONNALLY: No, repeat no, as I recall that was not, 
repeat not specifically discussed. 

QUESTION: Mr. Secretary, in several recent speeches and 
statements you have named Japan and Europe as being candidates 
for countries that you would like to see share more of the 
defense costs with the United )tates. What particularly did you 
have in mind for Japan, and if you have nothing in mind, why do 
you keep mentioning Japan in speeches and statements? 

CONNALLY: I mentioned it from time to time simply because 
last year, as I recall the figures, we had a net military 
expenditure in Japan of 644 million dollars. It is a lot money. 

QUESTION: Hr. Secretary, you are the Chairman of the Group 
of Ten, I wonder if you could give us your anticipation of the 
prospects for resolving the international monetary situation 
before the end of this year? 

CONNALLY: I think there is a good chance that it can be 
resolved before the end of the year, but frankly this 
depends entirely on other nations. We are prepared, the United 
States is prepared, at any time, to settle the issue, and I 
can't, repeat not give you a more definite answer simply 
because I am not, repeat not in a position to speak for the 
other nations, either individually or collectively. And part 
of the problem is that they wish to speak with one voice, or 
at least the European countries do, and yet they have had 
difficulty getting the common position, so there is a good 
possibility that it can be resolved before the first of the year, 
but I would not, repeat not be surprised if it goes beyond that 
pOint. 
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QUESTION: Mr. Secretary, earlier you told us that your 
cOllversa!:ions with the officials of the Government of Japan 
I.vere of great benefit to you. I wonder if you might say 
specifically what particular point was of benefit, and secondlv, 
I wonder if I might ask, from the standpoint of the Japanese 
economy, and conditions in Japan, to ,,,hat degree you think the 
yen should be revalued upwards. 

CONNALLY: Well, in all my conversations with the 
government officials I have obtained a much c leare r unde rs tandill~ 
of the Japanese economy, or how it works, of its function, 
of its present condition, of the anticipated growth and 
expansion of the economy. So to the extent that all these 
enlightened me as to the extent of the Japanese problems --
it has been very helpful. I would be presumptious indeed to 
attempt to try to set a figure for the revaluation of the yen, 
and I of course will not, repeat not do so. That is a matter 
for the Japanese Government to decide. I said a moment ago 
that far from previous billings where I was billed as coming 
to Japan as "Typhoon Connally," I as sure you that I came as a 
gentle spring breeze. 

QUESTION: Mr. Sec retary, it has been reported in magazines 
that once the Japanese and American misunderstandings are 
solved you will help them to get Japanese goods into Europe. 
We are tempted to ask you how you will manage to take over from 
the Europeans, and to ask you to elaborate a little more, what 
specifically do you have in mind? 

CONNALLY: Well, if I understand the question, I assure you 
that I have enough problems of my own without attempting to 
solve the problem of how Japanese goods will get into Europe, 
and I don 't, repeat do not intend to try and find out. It is goir 
to be an interesting exercise though, I thinku 

QUESTION: The question I would like to ask is this: 
What is it that you expec t Japan to do to help resolve the world 
money problem, the currency problem, and to what extent is 
Japan expected by you to contribute to the U.S. balance of 
payments position. I wonder, could you say specifically what 
y~u.expect Japan to do in the areas of currency, trade and 
mllltary defense sharing, cost-sharing? 
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CONNALLY: Let me answer that this way. We expect, as I 
think I said a moment ago, that we will run a trade deficit 
with Japan this year of at least three billion dollars. This 
will be the largest deficit that I believe the United States 
has ever run with any nation in its long history on its trade. 
During the same year that we are running this deficit, Japan 
has added to its foreign asset reserves by over 9 billion 
dollars this year, to the point where they now have 14.1 billion 
dollars in foreign asset reserves. This is more than the 
United States, and it is more than any country in the world 
except Germany. Now we are not here demanding anything of 
Japan. Friends don't, repeat do not demand of each other 
We are explaining our situation. We are asking the help of 
the Japanese people and the Japanese Government. We are saying 
that at a time when Japanese exports are increasing 25 percent 
this year over last year, at a time when they are adding to 
their reserves, as I have explained, when they are running 
a fantastic surplus vis-a-vis the United States, as I have 
pointed out, that we would like some help from the Japanese 
Government and the Japanese people. It can be in many forms, 
it can be in the form of revaluation of currency, realignment 
of currency, it can be in the lifting of restraints and 
restrictions and tariffs, and it can be in the form of 
contributions to mutual security, or it can be part of all of 
these, but we would not, repeat not presume to try to tell this 
government and its people what form of assistance they should 
offer. 

We simply come with a problem and ask for help, and in so 
doing we try to remind the government leaders, and, through 
them, the people of Japan, that over the past quarter of a 
century the United States, when it had all of the reserves, 
when it had the economic vitality and when it had all the 
trade, that we shared our prosperity with other nations. We 
helped rebuild and rehabilitate them. We helped expand by 
gifts and grants to the tune of 15 billion dollars to nations 
around the world, so that other nations and other people might 
have the opportunity of self-help to achieve some of the 
necessities and even the luxuries of life. And now that the 
Situation has reversed we are going to some of our friends and 
saying, we need help. It is just that simple. 
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QUESTION: In this request for help from the Japanese, did 
you get any specific commitments that they \vould help, and if 
so in \vhat way? 

CONNALLY: No, repeat no, I did not, repeat did not set any 
specific commitments. I asked for none, and I received non~. 
I think it is fair to say that all of the government officials 
with whom I have talked have indicated that they want to be 
helpful, they want to be cooperative, but there have been no, 
repeat no specific commitments. 

QUESTION: I understand that you are going to be meeting 
with Mr. Sato shortly, and I wonder what the specific content 
of your conversation will be. I imagine that you will 
probably be explaining some of these statistics -- the rate 
of unemployment, and some of the other things that we mentioned 
and in going into the reason for these, I wonder if you are 
going to talk about anything else? 

CONNALLY: We will talk about whatever the Premier 
wants to talk about. I imagine the conversation will range 
over a wide spectrum of subjects. 

QUESTION: Japan-American relations are reported to be 
at the lowest point since World War II, and ex-Ambassador 
Reischaur has said that we are on the brink of a catastrophe 
in our relations \vith Japan. Do you have any comments on that? 

CONNALLY: Yes, I have Some thoughts on it. First, with 
respect to the first part of your question, Japanese-American 
relations are, in my judgment, very good, very good indeed, We 
have some problems, but the realization of those problems and 
the confrontation of those problems by both governments, frankly 
tends to bring us close together. Secondly, with respect to 
the former Ambassador Reischaur's statement that we are on the 
brink of a catastrophe, I suppose the most eloquent reply I 
could make is -- ridiculous! 

Thank you r-1r. Secretary, and thank you ladies and gentlemen. 

000 



FOR IMMEDIATE RELEASE 
November 12, 1971 

EXECUTIVE OFFICE OF THE PRESIDENT 

LIVING cCo\~c'r news 
Offic2 of Pub I!c Affairs 
Koom 812 
Washmgton 0 C 20416 
Phone 202-2543010 

Cost of Living Council Director Donald Rumsfeld today announced 
three additional exemptions from post-£reeze controls and several new 
rulings on pay and price classification. 

Releases on the announcements are attached. 
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FOR IMl-1EDIATE RELEA.SE 
November 12, 1971 

EXECUTIVE OFFICE OF THE PRESIDENT 

LlVIH6loofNc,r De s 
Office of Pub lie Affairs 
Room 812 
Washington. 0 C 20416 
Phone 202254-3010 

Donald Rumsfeld, Director of the Cost of Living Council, announced 
today that the Cost of Living Council had decided that pay for Federal 
employees and the military services will not be subject to general post
freeze wage controls. He noted that Federal pay was exempted from controls 
during World War II and the Korean Conflict. 

The decision specifies that the Cost of Living Council will advise 
the "President's Agent for Federal Pay" to ensure that future Federal pay 
policy remains consistent with the objectives of the economic stabilization 
program. George P. Schultz, Director of the Office of Management and Budget, 
and Robert E. Hampton, Chairman of the Civil Service Commission, are designated 
as the IIPresident' s Agent for Federal Pay" and will continue to advise the 
Administration on that sub,ject. 

The delays imposed by the President on general Federal pay increases 
remain in effect. However, within-grade, merit and longeVity increases 
will be permitted to resume at the end of freeze. 

The Cost of Living Council Director said the following factors were 
major considerations in arriving at the decision: 

(1) Because of particular features of Federal pay, the President 
had to take a number of deflationary actions with regard to Federal pay 
prior to the establishment of the Pay Board. These were an integral 
part of the Economic Stabilization Program announced August 15. In this 
regard, the President: 

(a) Deferred Federal white collar :Jay increases six months 
from January 1, 1972, to July 1, 1972. 

(b) Delayed for six months all blue collar adjustments. 

(c) Delayed from October 1, 19(1, to November 13, 19'(1, 
the military pay increases embodied in the Draft Extension Act. The 
largest increases are designated for enlisted men and those officers 
having less than two years of service. These pay adjustments lead to 
structural changes which will encourage enlistments and achieve the 
President's objective of an all-volunteer armed force. 

000 



FOR IMMEDIATE RELFASE 
November 12, 1971 

EXECUTIVE OFFICE OF THE PRESIDENT 

COST OF news 
LIVIN6 COUNCIL 

Office of Pub lic Affairs 
Room 812 
Washington. 0 C 20416 
Phone 202-254-3010 

The Cost of Living Council announced today that the wages of all 
workers who earn less than the Federal minimum (currently $1.60 per 
hour) will be exempt fram post-freeze controls. 

The Director of the Cost of Living Council, Donald Rumsfeld, pOinted 
out that, "The wages of those earning less than the Federal minimum wage 
seldom contribute to the factors responsibie for inflation. 

During the freeze, which ends Saturday, November 13, wages were 
permitted to increase in order to meet the legal requirements of Federal 
minimum wage legislation for workers covered by that legislation. 
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FOR IMMEDIATE RELEASE 
November 12, 19'(1 

EXECUTIVE OFFICE OF THE PRESIDENT 

LlVIN6CCO~VC'r ne s 
Office of Pub lie Affairs 
Room 812 
Washington. D.C 20416 
Phone: 202-254-3010 

The Cost of Living Council announced today that fees charged for 
all new life insurance and annuities, with the exception of credit
life insurance, will be exempt fram post-freeze price controls. 

Prices for all other insurance coveroage will continue to be 
controlled. This includes, among others, Blue Cross, Blue Shield, 
Health Maintenance Organizations, property, casualty, etc. 
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FOR IMMEDIATE RELEASE 
November 12, 19?1 

EXECUTIVE OFFICE OF THE PRESIDENT 

COST OF news 
LIVIN6 COUNCIL 

Office of Pub lic Affairs 
Room 812 
Washington, DC 20416 
Phone 2022543010 

Several additional rulings on pay and price classification were 
announced today by the Director of the Cost of Living Council. 

(1) Prenotification will not be required for pay ad.justments 
under a~reements negotiated prior to November 14, 19/1 
which are scheduled to go into effect before January 1, 
1912. 

(2) Those firms which are directly affected by payment of the 
deferred wage increases described above and which are 
normally required to prenotify the Price Commission urior 
to effecting a price increase, will be allowed to make 
necessary price adjustments, but the size of the price 
adjustments will be subject to the rules promulgated by 
the Price Commission. 

(3) Those firms which were adversely affected by certain 
Phase I rules that will be changed during Phase II and 
Which are normally required to prenotify the Price 
Commission for prior approval of ~rice increases will be 
allowed to increase prices without prenotifying the Price 
Commission. The size of these price increases which result 
from rule changes designed to achieve correction of in
equities will be subject to the rules promulgated by the 
Price Commission. An example of the type of situation 
involved here is the case where firms were forced to hold 
their prices at a "sales price" level during the freeze. 

(4) All pay adjustments for the building and construction 
trades will be subject to prenotification. This con
tinues the existing nractices of the Construction Industry 
Stabilization Committee. 

000 



FOR IMMEDIATE RELEASE 

PRICE COMMISSION 
Washington , D.C. 

November 12, 1971 

Price Commission Chairman C. Jackson Grayson announced today that Regulations 

have been filed for publication by the Federal Register to carry into effect the 

Price Commission's policies designed to achieve the Commission's goal of holding 

average price increases across the economy to a rate of no more than 2-1/2 percent 

per year. 

The Regulations, he stated, will provide guidelines to businesses to help them 

jetermine whether any price increases by them are within the limitations set by 

the Commission. The Regulations will be published Saturday, November 13, 1971, to 

)e effecti ve November 14, 1971. 

In the spirit of the Commission's statement released yesterday, the Regulations 

"ely primarily on voluntary compliance, but they impose closer supervision on those 

iegments of the economy which substantially affect price levels. All businesses, 

ncluding manufacturing, retailing and wholesaling, the services and professions 

lill be affected. 

The Chairman pointed out that although the regulation exempts wholesalers and 

'etailers from prenotification requirements, this is a temporary situation. Special 

'renotification requirements are being developed for wholesalers and retailers and 

; 11 be announced tomorrow. 

"I am confident,1I Chairman Grayson stated, "that implementation of the policies 

f the Commission, through these Regulations, will help achieve the President's 

aal to stabilize the economy, reduce inflation, and minimize unemployment. 1I 

# # # 
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Title 6-ECONOMIC 
Sl ABILIZA lION 

Chapter I-Cost of Living Council 

PART 101-COVERAGE, EXEMPTIONS 
AND CLASSIFICATION OF ECO
NOMIC UNITS 
Part 101-Coverage, Exemptions and 

Classification of Economic Units is added 
to Title 6, Chapter I, Code of Federal 
Regulations. 

Since the immediate Implementation 
of Executive Order No. 11627 is required, 
the Council finds that notice and public 
procedure with respect to these regula
tions is impracticable and that good 
cause exists for making the regulations 
effective in less than 30 days. Therefore, 
Title 6 of the Code of Federal Regula
tions is amended by adding a new Title 
6, by adding a new Chapter I, and by 
adding a new Part 101, as set forth below, 
effective at 12 :01 a.m. on November 14, 
1971. 

Sec. 

DONALD RUMSFELD, 
Director, Cost oj Living Council. 

Subpart A-General 

101.1 Purpose and scope. 

Subpart B-Price Adjustments-Classification 
and Procedures 

101.11 Price category I firms; prenotifica
tion and reporting requirements. 

101.13 Price category n firms; reporting 
requirements. 

101.15 Price category III firms; monitoring 
and spot checks. 

101.17 Reclassification. 

Subpart C-Pay Adjustments-Classification and 
Procedures 

101.21 category I pay adjustments; con
struction pay adjustments; pre
notification reqUirements. 

10l.23 category n pay adjustments; re
porting reqUirements. 

101.25 Category In pay adjustments; mon
Itoring and spot checks. 

101.27 Reclassification. 

Subpart D-Exemptions; Items No! Included in 
Coverage 

101.31 
101.32 
101.33 

101.51 

General. 
Exemptions. 
Items not Included in coverage. 

Subpart E-Deflnitions 
Definitions. 

Subpart F--Special Temporary Provisions 

101.101 SpeCial provisions appl1cable from 
Nov. 14, 1971--Jan. I, 1972. 

AUTHORITY; Tbe provisions of this Part 101 
tssued pursue.nt to Economic Stab1l1zation 
Act 01 1970, as amended., Publ10 Law 91--379, 
84 Stat. 799; Publ1c Law 91-588, 84 Stat. 1468; 
Publlc Law 92~, 85 Stat. 13; Public Law 
92-15, 86 stat. 38; Executive Order No. 11627, 
October 15, 1971, 36 F.R. 20139. 

Subpart A-General 
§ 101.1 Purpose and scope. 

(a) The purpose of this part is to 
establlsh the economic units and trans
actions which are covered by, and ex-

RULES AND REGULATIONS 

empt from, the controls, staridards and 
criteria established for the post-freeze 
economic stabilization period. The pw'
pose is also to establish categories of 
economic units which must comply with 
the prenotification, reporting, and other 
procedural requirements prescribed by 
the Cost of Living Council. In general, 
such controls, standards and criteria are 
applicable to aU price adjustments and 
to all pay adjustments, unless otherwise 
provided, regardless of the category into 
which any such adjustment falls. How
ever, the procedural requirements vary 
depending upon the category. 

(b) This part applies to aU price ad
justments and all pay adjustments which 
occur during the post-freeze economic 
stabilization period, except those which 
are specifically exempt under this part. 

(c) This part does not apply to eco
nomic transactions which are not prices, 
rents, wages, and salaries within the 
meaning of the Economic Stabilization 
Act of 1970, as amended. Examples of 
transactions not within the meaning of 
the Act are: 

(1) State or local income, sales and 
real estate taxes; 

(2) Workmen's compensation pay-
ments; 

(3) Welfare payments; 
(4) Child support payments; and 
(5) Alimony payments. 
(d) The Cost of Living Cquncil may 

allow such exceptions or permit such ex
emptions as it deems appropriate with 
respect to the coverage, classification, 
and other procedural requirements pre
scribed in this part. Requests for excep
tions to and exemptions from the cover
age, classification, and other procedural 
requirements of this part shall be sub
mitted to the Cost of Living Council 
through procedures established by the 
Internal Revenue Service. 

Subpart B-Price Adjustments
Classification and Procedures 

§ 101.11 Price category I firms; prenoti
fication and reporting requirements. 

(a) A price category I finn is a firm 
with annual sales or revenues of $100 
million or more. 

(b) Each price category I firm shall 
submit a prenotification to the Price 
Commission of each proposed price ad
justment in accordance with regulations 
issued by the Price Commission. 

(c) No proposed price adjustment 
shall be put into effect by any price cate
gory I firm unless such price adjustment 
has been approved or permitted to take 
effect in accordance with regulations 
issued by the Price Commission. 

(d) Each price category I finn shall 
submit quarterly reports to the Price 
Commission with information on Prices, 
costs, and profits in accordance with reg
ulations issued by the Price CommisSion. 

§ 101.13 Price category II firms; report-
ing requirements. 

(a) A price category II finn 1s a firm 
with annual sales or revenues from $50 
million to $100 million. 

(b) Each price category II firm shall 
submit quarterly reports to the Price 

Commission with information on ~ 
costs, and profits in accordance with ret
ulat10ns issued by the Price CommtsmOll. 
§ 101.15 Price category IlIli .. m~; moaJ. 

to ring and spot cheek". 

(a) A price c,tegOry II firm Is a linn 
with annual sales or revenues of less than 
$50 million. 

(b) The price adjustments ot price 
cat~gory III firms are not subject to pre. 
notification or reporting. However, they 
are subject to monitoring and spO~ 
checks, as are price adjustments by firms 
in other categories. 
§ 101.17 Reclassification. 

(a) "Upon the recommendation ot the 
Price CommiSSion, the Director or the 
Cost o~ Living Council has authOrity to 
reclasslfy firms so as to subject a price 

. category II firm to the procedures appli
cable to price category I finns, and to 
subject price category rn finns to the 
procedures applicable to price category I 
firms or price category II firms. 

(b) If the pay adjustments ot a firm 
are classified as category I pay adjust
ments, the Director of the Cost of Living 
Council has authority to reclassify the 
firm, for price adjustment purposes, as a 
price category I firm. It the pay adjust
ments of a firm are classified as category 
II pay aQjustments and, for price adjust
ment purposes, the finn is c1assliled In 
category m, the Director of the Cost of 
Living Council has authOrity to reclassify 
the firm as a price category II finn. 

Subpart C-Pay Adiustments
Classification and Procedures 

§ 101.21 Category I pay adjuslmt'RI!; 
construction pay adjustmenl8; p ... 
notifi~ation requirements. 

(a) A category I pay adjustment 
means a pay adjustment which appl1el 
to or affects 5,000 or more employees or 
which applies to or affects employees who 
are engaged in construction as defined br 
section l1<a) of Executive Order No. 
11588, March 29, 1971. 

(b) Prenotification of each proposed 
category I pay adjustment shall be sub
mitted to the Pay Board in accordance 
with regulations issued by the Pay Board. 

(c) No proposed category I pay adjust
ment shall be put into effect unless such 
pay adjustment has been approved CIt 
permitted to take effect in accordaDCI 
with regulatiOns issued by the Pay Board. 

§ 101.23 Category n pay adjustmenll; 
reporting requirements. 

(a) A category II pay adjustment 
means a pay adjustment which &ppllea 
to or affects from 1,000 to 5.000 
employees. 

(b) Each category II pay adjustment 
shall be reported to the Pay Board in ac
cordance with regulations issued by UIt 
Pay Board. 

§ 101.25 Category III pay adjwtmenltl 
monitoring and spot checks. 

(a) A category m pay adjust;ml!lli 
means a pay adjustment which appliel to 
or affects less than 1,000 employees. 
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(b) categOry m pay adjustments are 
not subJect to prenotification and report
IJII. However, they are subject to moni
wrIJlg and spot checks as are pay adjust
ments by fI.rms in other categories. 

§ 101.27 R~lassification. 

(a) upon the recommendation of the 
pay Board, the Director of the Cost of 
Living Council has authority to reclassify 
category IT pay adjustments to category 
I pay adjustments, and to reclaSSIfy cate
gory m pay adjustments to category I 
pay adjustments or category II pay 
adjustments. 

(b) If a firm is a price category I firm, 
the Director has the authority to classify 
all pay adjustments of the firm as cate
gory I pay adjustments. If a firm is a 
price category II firm, the Director has 
the authority to classify all pay adjust
ments of the firm as pay category II pay 
adjustments, unless that firm's pay ad
justments are already classified as ca te
gory I pay adjustments. 

Subpart D-Exemptions; Items Not 
Included in Coverage 

§ 101.31 General. 

PrIce adjustments with respect to the 
property and services set forth in this 
subpart are exempt from or not incl uded 
In the coverage of the economic stabili
zation program established pursuant to 
the Economic Stabilization Act of 1970 
and Executive Order No. 11627, Octo
ber 15, 1971. 

§ 101.32 Exemptions. 

(a) Raw agricultural products. Agri
cultural products which retain their 
original physical form and have not been 
Processed. Processed agricultural prod
ucts are products which have been 
canned, frozen, slaughtered, milled, or 
otherwise changed in their physical form. 
Packaging is not considered a processing 
activity. Examples: 

Exempt 
LIve cattle, calves, 

hogs, sheep and 
lambs. 

LIve POultry _____ _ 

Nonexempt 
Car~~"ses and 

cuts. 
meat 

Dressed broilers and 
turkeys. 

Raw mllk_________ Pasteurized mllk and 

Shell eggs, pack
aged or loose. 

Sheared or pulled 
woo!. 

Raw honeycomb 
honey. 

Mohair. 
Hay: bulk, pel_ 

leted, cubed or 
baled. 

lVheat 
Peed ~i;ii~~i~d: 

log: 
Corn 

Sorgh-;;m-======= Barley ________ _ 

~~:n----------
~ to~------

Baiect cotton-: -;'t: 
tou Il8eed, cotton 
nt 

processed products 
such as but t e r , 
cheese, Ice cream. 

Frozen, dried or liquid 
eggs. 

Wool products. 

Processed and blended 
honeybutter product. 

Dehydrated a I f a I f a 
meal or alfalfa meal 
pellets. 

Flour. 

Mixed feed. 
Cracked corn. 
Rolled barley. 
Rolled oats. 
Soybean meal and 011. 
Cigarettes and cigars. 
Ootton yarn, cottonseed 

oil, cottonseed meal. 

RULES AND REGULATIONS 

Eumpt 
Fresh potatoes, packaged 

or not. 

Unmilled rlce __________ _ 
All raw nuts--shelled and 

unshelled. 

Fresh mushrooms ______ _ 

Fresh mint ____________ _ 
Fresh hops. 
pried beans, peas, and 

lentils. 
Sugar beets and sugar 

cane. 
Maple sap _____________ _ 

All seeds for planting. 

Raw coffee bean ________ _ 

All fresh vegetables and 
melons Including: 

Tomatoes. 
Lettuce. 
Sweet corn. 
Onions. 
Green beans. 
Cantaloupe. 

Nonexempt 
Frozen french 

fries, 
dehydrated 
potatoes. 

MlIled rice. 
Roasted. salted 

or otherwise 
processed nuts. 

Canned or freeze 
dried 
mushrooms. 

Mlntol!. 

Refined sugar. 

Maple syrup and 
sugar. 

Seeds processed 
for other uses. 

Roasted coffee 
bean. 
Canned and 

frozen 
vegetables. 

Cucumbers ---------- Dill pickles. 
Cabbage ------_______ Packaged slaw. 
Carrots. 
·Watermelons. 
Green peas. 
Asparagus. 
Pepper. 
Broccoli. 
Cauliflower. 
Spinach. 
Green lima beans. 
Honeydews. 
Escarole. 
Garlic. 
Artichokes. 
Eggplant. 
Brussel sprouts. 
Beets. 

Unpopped 
popcorn ______ _ 

Stumpage. or trees 
cut from the 
stump. 

All fresh or natu
rally d r led 
fruits, pack
aged or not, In
cluding: 

Fresh oranges __ _ 
Grapes and 

raisins. 
Apples ________ _ 
Peaches _______ _ 
Strawberries __ _ 
Grapefruit ____ _ 
Pears _________ _ 
Lemons _______ _ 
Plums and 

prunes. 
Cherries ______ _ 
Cranberries ___ _ 
Avocados _____ _ 
Blueberries ____ _ 
Apricots ______ _ 
Tangerines ____ _ 
Olives, 

uncured. 
Nectarines ____ _ 
Raspberries ___ _ 
Blackberries __ _ 
Figs ____________ . 
Tangelos ______ _ 
Limes ________ _ 
Dates _________ _ 
Papa.yas ______ _ 

Popped popcorn. 
Milled lumber. 

Canned, artificially 
dried frozen fruit or 
juices. 

Glazed citrus pee!. 
Canned grapes, wine. 

Applesauce. 

Canned prunes and 
prune juice. 

Canned olives. 
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Exempt Nonexempt 
Bananas ______ _ 
Pomegranates __ 
Currants ______ _ 
PerslInnlons __ _ 
Garden plants Flora.l wreath. 

and cut 
flowers. 

(b) Seafood products. Raw seafood 
products including those which have been 
shelled, shucked, iced, skinned, scaled, 
eViscerated, or decapitated. 

(c) Custom products and. services. (1) 

The following products when custom 
made to individual order: 

(i) Leather goods; 
(iil Wigs and toupees; 
(iii) Fur apparel; 
(iv) Jewelry. 
(2) The following custom services 

when provided to individual order: 
(i) Tailoring of clothing; 
(ii) Framing of pictures and mirrors; 
(iii) Taxidermy. 
(d) Exports, imports, and shipping 

rates. (1) Exports, including products 
sold to 8, domestic purchaser who certi
fies that the product is for export. 

(2) Imports, but only the first sale into 
U.S. commerce. 

(3) International ocean shipping 
rates. 

(e) Damaged and used products. 
Damaged products and used products 
other than rebuilt products. 

(f) Government properly. (1) Aban
doned or confiscated property sold by a 
government agency (Federal, State or 
local) pursuant to authorization of a 
court. 

(2) Property sold by the United States, 
including lease-sales. 

(g) Real estate. (1) Sales: 
(j) Unimproved real estate. 
(ii) Real estate with improvements 

completed prior to August 15, 1971. 
(iii) Real estate with improvements 

completed on or after August 15, 1971, 
if 

(a) The sales price is determined after 
the completion of construction; or 

(b) The wage rates are known to the 
builder and are not altered by actions 
of the Pay Board after the sales price is 
established. 

(2) Rentals: 
(i) Industrial, farm, and nonresiden

tial commercial property. 
(a) Rental units, including houses, 

apartments, or any other residential 
rental property, on which construction is 
completed, and which are offered for rent 
for the first time, after August 15, 1971. 

(b) Rehabilitated dwellings for which 
the cost of rehabilitation exceeds one
third of the total value of the rehabili
tated property (including the cost of 
rehabilitation), offered for rent in the 
newly rehabilitated condition for the 
first time after August 15, 1971. 

(h) Securities and financial instru
ments. (1) Securities as defined in 
§101.51. 

(2) Property subject to net leases as 
defined in 26 United States Code 163(4) 
(a) • 

(3) Commercial paper. 
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(4) Commodity futures sold on an or
ganized commodities exchange but not 
including the commodity (unless other
wise exempt) . 

(i) Miscellaneous. (1) Royalties and 
other payments from the sale of copy
rights, manuscripts, and like materials 
prepaid for publication. 

(2) Dues paid to nonprofit organiza
tions. 

(3) Wages below the minimum wage 
established by Federal law. 

(4) Insurance premiums charged for 
all new life insW"ance poliCies including 
ordinary, term, and group policies, and 
individual endowments and annuities 
(fixed and variable) , but excluding 
credit-life insurance. 

(5) Antiques. 
(6) Art objects including paintings, 

etchings, and sculpture. 
(7) Collectors' coins and stamps. 
(8) Precious stones and mountings 

into which precious stones are set. 
(9) Rock and stone specimens. 
(10) Handicraft objects. 

§ 101.33 Items not included in coverage. 

The following items are not covered 
by this part or Executive Order No. 11627, 
October 15, 1971, on and after the ef
fective date of this part. 

(a) Federal pay adjustments. Federal 
Government employees' pay adjustments 
which are based upon Federal law and 
regulations and are determined by Presi
dential directives and adjustments in the 
compensation and allowances of mem
bers of the Armed Forces. 

(b) Raw sugar prices. Raw sugar price 
adjustments, which are controlled under 
the provisions of the Sugar Act of 1948, 
as amended. 

Subpart E-Definitions 
§ 101.51 Definitions. 

As used in this part-
"Annual sales or revenues" means the 

total income of a flrm dW"ing its most re
cent fiscal year from whatever source 
derived. 

"cost of Living Council" means the 
Council established pursuant to Execu
tive Order No. 11615, August 15, 1971, as 
amended, and continued under the provi
sions of Executive Order No. 11627, Oc
tober 15, 1971. 

"Employer" means a firm which em
ploys one or more persons who receive a 
wage or salary. 

"Exception" means a waiver in a par
ticular case of the requirements of any 
order or regulation issued pursuant to the 
Economic Stabilization Act of 1970, as 
amended. 

"Exemption" means a general waiver 
with respect to a certain class of prop
erty. services, or economie transactions 
set forth in Executive Order No. 11627, 
October 15, 1971, or these regulations 
and which excludes such property, serv
ices, or economic transactions from the 
application of the Economic Stabiliza
tion Act of 1970, as amended. 

RULES AND REGULA nONS 

"Firm" means any person, cropora
tion. partnership, joint-venture, or sole 
proprietorship or a.ny other entity how
ever organized, inclUding charitable, 
educational, or other eleemosynary in
stitutions and any Federal, state, or 
local governmental entity. 

"Pay adjustment" means a change in 
wages and salaries which includes all 
forms of direct or indirect remuneration 
or inducement to employees by their em
ployers for personal services, which are 
reasonably subject to valuation, including 
but not limited to: Vacation and holiday 
payments; bonus; layoff and severance 
pay plans; supplemental unemployment 
benefits; night shift, overtime, produc
tion; and incentive pay; employer con
tributions for insW"ance plans (but not 
including publlc plans, e.g. old age, sur
vivors, health, and disability insurt'.nce 
under the Social Security system, Rail
road Retirement Acts, Federal Insurance 
Contributions Act, Federal Unemploy
ment 'Dax Acts, Civil Service Retirement 
Acts and the Carriers and Employees Tax 
Act); savings, pension, profit sharing, 
annuity funds, and other deferred com
pensation and welfare benefits; pay
ments in kind, job perquisites; housing 
allowances; uniform and other work 
clothing allowances (but not including 
employer-required uniforms and work 
clothing whether or not for safety PW"
poses); cost-of-living allowances; com
mission rates, stock oPtions, and other 
fringe benefits; and benefits which result 
in more pay per hour or other unit of 
work or production (e.g. by shortening 
the workday without a proportionate 
decrease in pay). 

"Pay Board" means the Board estab
lished pursuant to section 7, Executive 
Order No. 11627, October 15, 1971. 

"Prenotification" means notice submit
ted to the Price Commission or Pay 
Board relating to a proposed price ad
justment or pay adjustment. 

"Price adjustment" means a change in 
the uni t price of property or services or 
a decrease in the quality of substantially 
the same property or services, unless ex
empt or outside the scope of the Eco
nomic Stabilization Act of 1970, as 
amended. 

"Price Commission" means the Com
mission established pursuant to section 8, 
Executive Order No. 11627, October 15, 
1971. 

"Security" means any note, stock, 
treasury stock, bond, debenture, evidence 
of indebtedness, certificate of interest or 
participation in any profit-sharing 
agreement, collateral-trust certificate, 
preorganization certificate or subscrip
tion. transferable share, investment con
tract, voting-trust certificate, certificate 
of deposit for a secW"ity, fractional undi
vi\1ed interest in oil, gas, or other mineral 
rights, or, in general, any interest or 
instrument commonly known as a "secu
rity," or any certificate of interest or 
participation in, temporary or interim 
certificate for, receipt for, guarantee of, 
or warrant or right to subscribe to our 
purC'hase, any of the foregoing. 

Subpart F-Special Temporary 
Provisions 

§ 101.101 Spedal prm'isions applifaWe 
from Nov. 14, 1971-1an. I, 1972. 

Notwithstanding the prOviSION of 
n 100.11 and 100.21: 

(a) Pay adjustments scheduled to tate 
effect between November 14. 1971 and 
January 1, 1972 pursuant to existing con. 
tracts or pay practices in effect before 
November 14, 1971, need not be prenoti. 
fled to, or approved by, the Pay Board. 
but must be reported to the Pay Board 
in accordance with its regulations and 
will be otherwise subject to such regula. 
tions. The provisions of this subpara. 
graph shall not apply to pay adjUSbneots 
which are subject to the provisions of 
Executive Order No. 11588, March 29 
1971. ' 

(b) After November 14, 1971 and until 
January I, 1972, a price category I 1Irm 
is not required to submit a prenot1ftca. 
tion and obtain approval of a Propoeed 
price adjustment if it meets the criteria 
of § 300.51 of this title. 
[FR Doc.71-16762 Filed 11-12-71;7:08 pm) 

Chapter II-Pay Board 

PART 201-STABILlZATlON OF 
WAGES AND SALARIES 

On August 15, 1971 the President an
nounced a freeze on prices. rents, wages, 
and salaries for a period of 90 days end· 
ing midnight, November 13, 1971. By II· 
ecutive Order No. 11627 of October II, 
1971, the President provided for an or· 
derly transition from the 90-day genel'll 
freeze to a more flexible system of ec0-
nomic restraints. Under that Order, the 
President established a Pay Board to be 
composed of 15 members (Le., five repre· 
sentatives each from labor, business, and 
the general public) to be appointed by 
him. On November 8, 1971, the Pay Board 
adopted policies governing pay adjust
ments to be effective after the 90·daJ 
general freeze. A statement of that pollcJ 
is set forth below as an appendix to 
regulations prescribed by the Pay Board. 

Pursuant to the authority vested III 
the Pay Board by the Economic StabW· 
zation Act of 1970, as amended (PubUc 
Law 91-379, 84 Stat. 799; Public Law 91-
558, 84 stat. 1468; Public Law 92-8, 81 
Stat. 13; Public Law 92-15, stat. 38), 
Executive Order No. 11627 (36 F.R. 20138, 
October 16, 1971), and Cost of LlvIDI 
Council Order No.3 (36 F.R. 20202,Oc
tober 16, 1971), the Pay Board herebJ 
adopts the following regulations (includ· 
ing the policy statement) in implementa
tion of the President's economiC pro~ 
A new Chapter II-Pay Board ts hI:RU' 
established in title 6-EconomiC stablll· 
zation of the Code of Federal RegulattODlor and a new Part 201-StabillZatlon 
Wages and Salaries is added = .. 

Because of the need for 
guidance from the Pay Board wftb ... 
spect to the provisions contaln~_~ 
regulations, it is hereby found ~ 
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cable to issue such regulations with no
uce and public procedure thereon under 
5 U.s.C .. see. 553 (b) , or subject to the 
e1fective date llm1tation of 5 U.S.C., sec. 
553{d)· 

Elective date. This part shall be ef
feetive at 12:01 a.m. on November 14, 
1971. 

GEORGE H. BOLDT. 
Chairman of the Pay Board. 

Subpart A-Introduction 

sec. 
201.1 Pul'POSe. 
2Ol.lI Extent to which the regulations 

under this chapter supersede or 
e.ffect prior regulations and other 
published matter. 

201.3 Definitions. 

Subpart S--Pay Stabilization 

201.10 General wage and salary standard. 
=1.11 Review oJ new contracts a.nd pay 

practices in relation to the wage 
and salary standard. 

201.12 Reduction of wages and salaries. 
201.13 Scheduled increases in wages and 

salaries for services rendered after 
August 15. 1971. and be!ore No
vember 14. 1971. 

201.14 Wage and salary increases effective 
a.tter November 13. 1971. 

201.16 Unaffected wages and sala.r:\es. 

Appendix-Policies Governing Pay AdJust
ments Adopted by the Pay Board Novem
ber 8,1971 

AUTHORITY: The prOvisiOns of this Part 201 
l!Irued under Economic Stabilization Act; of 
1970, as amended (PubliC Law 91-379. 84 
Sta.t. 799; Public Law 91-558. 84 Stat. 1468; 
Public lAw 92--8. 85 Stat. 13; Public Law 
3-15, Stat. 38), Executive Order No. 11627 
(116 P.R. 20139, Oct. 16. 1971). and Cost at 
L1v1ng Oounoil Order NO.3 (36 F.R. 20202, 
Oct. 16, 19'71). 

Subpart A-Introduction 
§ 201.1 Purpose. 

The purpose of these regulations is to 
establish rules and standards to stabilize 
wages and salaries, as defined in § 201.3, 
in accordance with the provisions of 
Executive Order No. 11627, and to pro
nete guidance and procedures for an 
orderly transition from the 90-day gen
eral freeze imposed by Executive Order 
No. 11615. All persons are required by 
law to comply with the provisions of the 
Economic Stabilization Act of 1970 as 
amEnded, and all Executive orders regu
lations (including this regulation) :cirCU
lars, and orders issued thereunder and 
aU persons are expected to comply vol
unta.ri.l.y with such law orders and 
regulations. The policies 'governin'g pay 
adjustments, adopted by the Pay Board 
on November 8. 1971, are attached as an 
appendix to this part. 

1201,2 Extent to which the regulatiom 
un.der this chapter supersede or afT eet 
pnor regulations and other published 
matter, 

(a) To ~e extent that any provision 
of EconoIlllc Stabilization Regulation 
!!?: I, as amended, or any proviSion of 
- clrcUlars Issued pursuant thereto Sa 
Incons1st.ent with the provisions set forth 
In thIa chaPter, the provisions of this 
cbapt;er &ball be controll1ng. 

RULES AND REGULATIONS 

(b) To the extent that neither the Cost 
of Living Council nor the Pay Board 
issues regulations with respect to specific 
matters concerning wages and salaries, 
such matters shall continue to be subject 
to Economic Stabilization Regulation 
No.1, as amended, and the Circulars is
sued pursuant thereto. 

§ 201.3 Definitions. 

For purposes of this part-
"Party at interest" means: 
(1) A bargaining representative of 

employers who could be required to pay 
the \\'ages and salaries in question, or in 
the al'1ce of such bargaining repre
sentati\'e, an employer who could be re
quired to pay the wages and salaries in 
question; or 

(2) A bargaining representative of 
employees who could receive payment of 
wages and salaries in question, or in the 
absence of such bargaining representa
tive, an employee who could receive pay
ment of wages and salaries in question. 

"Wages and salaries" includes all forms 
of direct and indirect remuneration or 
inducement to employees by their em
ployers for personal services, which are 
reasonably subject to valuation, includ
ing but not limited to: Vacation and holi
day payments; bonuses; layoff and 
severence pay plans; supplemental un~ 
employment benefits; night shift, over
time, and incentive pay; employer con
tributions for insurance plans (but not 
including public plans, e,g. old-age, sur
vivors, health, and disability insurance 
under the Social Security system, Rail
road Retirement Acts, Federal Insurance 
Contributions Acts, Federal Unemploy
ment Tax Acts and Civil Service Retire
ment Acts) ; savings, pension, profit shar
ing, annuity funds, and other deferred 
compensation and welfare benefits; pay
ments in kind; job prerequisites; hous
ing allowances; uniform and other work 
clothing allowances (but not including 
employer-required uniforms and work 
clothing whether or not for safety pur
poses); cost-of-living allowances; com
mission rates, stock options, and other 
fringe benefits; and benefits which result 
in more pay per hour or other unit of 
work or production (e.g. by shortening 
the workday without a. proportionate de
crease in pay) . 

Subpart S-Pay Stabilization 
§ 201.10 General wage and salary stand

ard. 

On and after November 14, 1971, the 
general wage and salary standard shall 
be applicable to new labor agreements 
and, where no labor agreement is in 
effect, to existing pay practices. On and 
after such date, permissible annual ag
gregate increases will be those normally 
considered supportable by productivity 
improvement and cost of living trends. 
Initially, the general wage and salarY' 
standard is established as 5.5 percent. 
The appropriateness of this figure will 
be reviewed periodically by the Pay 
Board, taking into account such factors 
as the long-term productivity trend of 
3 percent, cost of living trends, and the 
objective of reducing infiation. 
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§ 201.11 Review of new contracts and 
pay practices in relation to the wage 
and salary standard. 

In reviewing new contracts and pay 
practices, the Pay Board will consider 
ongoing collective bargaining and pay 
practices, and the equitable position of 
the employees involved, including the 
impact of recent changes in the cost of 
living upon the employees' compensation. 

§ 201.12 Reduction of wages and sal-
aries. 

No reduction in wages and salaries 
being paid November 13, 1971, will be 
required pursuant to this part unless and 
to the extent that such wages and sal
aries were increased in violation of the 
Economic Stabilization Act of 1970, as 
amended, and orders and regulations 
issued pursuant thereto. 

§ 201.13 Scheduled increases in wages 
and salaries for services rendered 
after August 15, 1971, and before 
November 14, 1971. 

Payments of scheduled increases in 
wages and salaries for services rendered 
by employees after August 15, 1971, and 
before November 14, 1971, which were 
not made because prohibited by the 
freeze, may be made retroactively onlY if 
approved by the Pay Board. The Pay 
Board may approve such payments in the 
following circumstances applicable to in
dividual cases or categories of cases: 

(a) It is demonstrated that the em
ployer of the employees on whose behalf 
such payment is being sought raised the 
prices for his products or services prior 
to August 16, 1971, in anticipation of 
wage and salary increases scheduled to 
be paid to such employees after Au
gust 15, 1971. 

(b) It is demonstrated tibat a wage 
and salary agreement or pay schedule or 
practice adOPted after August 15, 1971, 
suooeeded an agreement, schedule, or 
practice that exPired or terminated 
prior to August 16, 1971, and retroactiv-
1 ty is demonstrated to be an established 
past practice of an employer and his 
employees or retroactivity had been 
agreed to prior to November 14, 1971. 

(c) It is demonstrated that the pro
posed retroactive payment satisfies such 
further criteria as the Pay Board may 
hereafter establish to remedy severe 
inequities. 

§ 201.14 Wage and salary increases ef
fective after November 13, 1971. 

Existing contracts and pay practices 
previously set forth w11l be a.1lowed to 
operate a.coording to their terms except 
that specific contracts or pay practices 
are subject to review, when challenged 
by a party at interest or by five or more 
members of the Pay Board, to determine 
whether any increase is unreasonably 
inconsistent with the criteria established 
by this Board. In reviewing existing con
tracts and pay practices, the Pay Board 
will consider ongoing collective bargain
ing and pay practices and the equitable 
position of the employees involved, in
cluding the impact of recent changes in 
the cost of living upon the employee's 
compensation. 
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§ 201.1:5 l"nafTecled wagcs and salarit'S. 

Until further action of the Pay Board. 
those classes of wages and salaries which 
were held by the Cost of Living COWlcil 
not to be subject to control by the freeze 
shall not be affected by this part" How
ever, this section shall not exempt any 
contracts subject to Executive Order No. 
11588 of March 29. 1971. relating to the 
stai:-ilization of wages and prices in the 
construction industry, as amended by 
Executive Order No. 11627 of October 16, 
1971, further pro\iding for the stabiliza
tion of the economy, from the general 
wage and salary standards in this part. 

ApPENDIK 

POLICIES GOVERNING PAY ADJUSTMENTS 

ADOPTED BY THE PAY BOARD NOVEMBER 8. 1971 

1. Milllons of workers in the Nation are 
looklng to the Pay Board for guidance with 
respect to permissible changes 1n wages. 
salaries. various benefits and a.ll other forms 
of employee tot.al compensation. It is Impera
tive to have a simple standard with as brond 
a co\'ernge as possible at as early a date as 
possible. There Is probably a need for excep
tions and for 1ndividua.l consideration of 
specia.I situations as soon as practical. and 

"guidance to the milllons whose pay relations 
are relatively simple is an early essential. 

2. This general pay standard is 1ntended, 
in conjunction with other needed measures, 
to meet the objectives which led to the estab
lishment of this Board. 

3. The general pay standard should be ap
plicable to: 

(1) Changes that need approval before be
coming effective; 

(2) Changes that must be reported when 
they become effective; and 

(3) All other changes requiring compli
ance but not requiring specific approval or 
reporting. 

4. (a) Effective November 14, 1971, the 
general pay standard shall be applicable to 
new labor agreements and. where no labor 
agreement is 1n effect, to existing pay prac
tices. The general pay standard would 
provide; 

On and after November 14, 1971, permis
sible annual aggregate increases wouid be 
those norma.lly considered supportable by 
productivity Improvement and cost of living 
trends. Inttlally, the general pay standard Is 
established as 5.5 percent. The appropriate
ness of thIs figure will be reviewed periodi
cally by the Board. taking 1nto account such 
factors as the long-term productivity trend 
of 3 percent, cost of llving trends, and the 
objective of reducing 1nfiatlon. 

In reviewing new contracts and pay prac
tices, the Pay Board shall consider ongoing 
collective bargaln1ng and pay practices and 
the equitable position of the employees 1n
volved. Including the Impact of recent 
changes In the cost of living upon the em
ployees' compensation. 

(b) Existing contracts and pay practices 
previously set forth will be allowed to op
erate according to their terms except that 
specific contracts or pay practices are sub
Ject to review. when challenged by a party 
at Interest or by five or more members of the 
Board, to determine whether any Increase Is 
unreasonably Inconsistent with the criteria 
established by this Board. In reviewing exist
Ing contrncts and pay practices. the Pay 
Board shall consider ongoing collectl ve bar
gaining and pay practices and the equitable 
position of the emplOyees Involved. 1ncluding 
the Impact or recent changes In the cost or 
llving upon the employees' compensation. 

(c) Scheduled Increases In payment for 
services rendered during the "freeze" or 

RULES AND REGULATIONS 

August 16 through November 13, 1971, may 
be made oniy 11 approved by the Board in 
spec1fic cases. The Board may approve such 
payments In cases which are shown to meet 
any of the following criteria: 

(I) Prices were raised In anticipation of 
wage increases scheduled to occur during 
the "freeze." 

(Ii) A wage agreement made after Au
gust 15. 1971 succeeded an agreement that 
had expired prior to August 16. 1971. and 
retroactivity was an established practice or 
had bepn agreed to by the parties. 

(iii) Such other criteria as the Board may 
hereafter establish to remedy severe 
Inequities. 

5. Following approval of special procedures 
by the Pay Board with respect to hearing 
"prior approval" cases and other special situ
ations. application may be made for an ex
ception to the general pay standard and ror 
a hearing on such matters as Inequities and 
sub-standard conditions. 

6. No retroactive downward adjustment of 
rates now being paid wlll be required by op
eration of the general pay standard unless 
the rates were raised in violation of the freeze 
or of the general pay standard. 

7. Provisions may be considered for vaca
tion plans. in-plant adjustments or wages 
and salaries, in-grade and length of service 
increases, payments under compensation 
plans. transfers and the like. 

[FR Doc.71-16753 Filed 11-12-71;4:43 pm) 

Chapter III-Price Commission 

PART 300-PRICE AND RENT 
STABILIZATION 

It is the pW'pose of the regulations 
hereby adopted to provide guidance and 
procedW'es for the implementation of 
Price Commission policies designed to 
achieve a goal of holding average price 
increases across the economy to a rate 
of no more than 2% percent per year. It 
is expected that all persons will VOIWl
tarily comply with the provisions con
tained in these regulations and all orders 
and other guidance issued hereWlder. 

In order to prescribe regulations for 
the stabilization of prices and rents after 
November 13, 1971, a new Chapter m
Price Commission is hereby established 
in Title 6-Economic Stabilization of the 
Code of Federal Regulations, and a new 
Part 300-Price and Rent Stabilization is 
added thereto and the follOwing regula
tions are hereby adopted effective No
vember 14, 1971: 

Subpart A-General 
Sec. 
300.001 Summary. 
300.011 General rule. 
300.012 Manufacturers. 
300.013 Retailers and wholesalers. 
300.014 Service organizations. 
300.015 Rental or real property. 
300.016 Regulated public utilities. 
300.051 Prenotification firms. 
300.052 Reporting firms. 
300.080 Other conSiderations. 
300.101 Definition of terms. 
300.201 Seasonal patterns. 
300.202 Taxes. 
300.203 Contracts entered into prior to 

August 15, 1971. 
300.204 Formula-determined rentals. 
300.401 ExemptiOns. 
300.498 May 25. 1970. limitation date. 
300.499 PrIce Commission address. 

Sec. 
300.501 
300.506 

300.507 
300.509 
300.611 
300.513 

Subparts B-E IReservedl 

Subpart F-Base Price 

In general. 
Salee and leases of pelSOIlal ,... 

erty and services. 
Sales and leases of rea! propertr. 
New property and new Benlcea, 
Geographic limitation. 
Definitions. 

Subpart G--Procedures and Administration 

300.601 Records and ceiling price IIBta. 
300.612 Exceptions by ruling. 
300.613 Rulings. 
300.614 Adverse determinations &nd api*L 
300.615 Failure to obtain relief. 
300.616 Reports of alleged violations.. 
300.651 Penalties. 

AUTHORITY: The provisions of this Part 800 
Issued under the Economic Stsbillzatlon Act 
ot 1970, as amended (Public Law 91-3'111, It 
Stat. 799; Public Law 91-558. 84 Stat. 1tea; 
Public Law 92-8. 85 Stat. 13; Public lAw as-
15, 85 Stat. 38), Executive Order No. 11err 
(36 F.R. 20139, October 16, 1971), &nel CoR 
of Living Council Order NO.4 (36 P.R. 20202, 
October 16, 1971). 

Subpart A-General 
§ 300.001 Summary. 

The rules contained in this subpart 
relate to increases in prices and rentl 
which are allowable after November 13, 
1971, with respect to: 

(a) Sales and leases of personal prop
erty, 

(b) The furnishing of services, and 
(c) Sales and leases of real propertJ. 

See § 300.011 for the general rule re
garding increases in prices with r~ 
to sales and leases for proPerty and with 
respect to services. For special rules ap
plicable to-

(d) Manufacturers, see § 300.012, 
(e) Retailers and wholesalers, see 

§ 300.013, 
(f) Service organizations, see § 300.014-
(g) Rental property, see § 300.015, 
(h) Regula,ted industries, see § 300.018. 

For rules relating to firms required &0 
notify the Price Commission before a 
price and rent increase can take elrect. 
see § 300.051. For rules relating to fInDI 
required to make periodic reporb; to the 
Price Commission, see § 300.052. See 
§ 300.101 for definitions of terms used 
in this subpart. For rules with respect 
to certain special situations, see § 300.201 
and following. For rules exempting cer
tain transactions from the operatlon of 
this subpart, see § 300.401. 
§ 300.011 General rule. 

Except as otherwise provided in tbII 
subpart, no person may charge a price « 
rent, with respect to any transaction In
vol ving sales or leases of property or ..,
ices occurring after November 13, 1971, 
which exceeds the base price as deter
mined Wlder the rules prescribed in SUb
part F of this part. 
§ 300.012 Manufacturers. 

A manufacturer may charge a price. 
excess of the base price (as dete~ 
under Subpart F of this part), to ~ 
allowable cost increases in elfect OIl • 
after November 14, 1971, reduced to Ito 
flect productivity gains; provided. bDW-
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ever that the effect of all of a manufac
turets price changes is not to increase its 
profit margin as a percentage of sales, 
beforel.ncome taxes, over that which pre
ya.\led during the base period (as defined 
in § 300.101) . 
§ 300.013 Retailers and whoksalCl's. 

(a) In general. A person engaged in 
retailing or wholesaling may charge a 
price In excess' of the base price where-

(1) The customary initial percentage 
markup with respect to the property 
sold is equal to or less than such person's 
customary initial percentage markup 
which prevailed during the base period 
(as defined in § 300.101), provided 

(2) The effect of all such person's price 
changes is not to increase its profit mar
gin as a percentage of sales, before in
come taxes, over that which prevailed 
during the base period. 

(b) Posting Requirement. (1) a re
tailer is required to display prominently 
at the place of sale, base prices with 
respect to: 

(i) All food products (except those 
which are exempt under the provisions 
of § 300.401); and 

(Ii) Those 40 items in each department 
which have the highest sales volume, or 
those items which account for 50 per
cent of total sales in each department, 
whichever is less. 
Such base prices must be posted on or 
before January I, 1972. No increase in 
price is a.llowable under paragraph (a) 
of this section until such base prices 
have been posted. 

(2) A retailer must utilize the follow
ing Interim procedure until base prices 
are posted under subparagraph (1) of 
this paragraph, with respect to base 
prices for all products (except for those 
exempted under § 300.401), and there
after, with respect to base prices not 
posted under subparagraph (1) of this 
paragraph: 

(i) There shall be posted on each floor 
of his establishment at least one sign 
(minimum of 22" x 28"), as specified be
low,announcing availability of base price 
information: 

BASE PRICE INFORMATION 

Information regarding the lawful base price 
for any item sold by this store not posted 
may be obtained by filling In a Base Price 
tnfonnatlon Request Form available at 
(specify location) and by handing It to (1ll1 
In). You will receive a speedy answer by mall. 

(II) There shall be made avallable In at 
least one location on each selllng floor Base 
PrIce Information Request Forms as sp~C1fl.ed 
below: ' 

BASE PluCK INFORMATION REQUEST FORMS 

r Please furnish me with your base price 
or the fOllowing Item sold in your store: 

Item ---- --- -- --(~~1b;)- ----------------
Retau price 
StYle N ------------------------------
DePart~~~t-.;h~;~-SO--I---------------------~une d ___________________ _ 

~-----------------------------------
-------------------------------------------____________ Zip _____ _ 

(C) The retailer shall respond to eaeh ::a 1Vritten request for base price in
, tton Within 48 hours from recelpt of 
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the request using a letter, in substance 
similar to the one specified below, and 
signed by the owner or by an officer of 
the company: 
To: (Name, Address, City, Zip) 

Dear ________________________ : 
In reply to your request. we are pleased to 

Inform you that our base price for ---------
------------------------------------------is $ ______ . 

Sincerely, 

Owner or cOlnpany officer 

§ 300.014 Service organizations. 

A person Which ls a. service organiza
tion may charge a price in excess of the 
base price with respect to the furnish
ing of services or the leasing of personal 
property only to reflect allowable cost in 
effect on November 14, 1971, and cost in
crease incurred after November 14, 1971, 
reduced to reflect' productivity gains: 
Provided, however, That such increased 
price shall not result in an increase in 
such person's profit margin as a percent
age of sales, before income taxes, which 
prevailed during the base period. 

§ 300.015 Rental of real property. 

(a) -(c) [Reserved] 
(d) Special record requirement. Per

sons leasing or offering to lease any 
real property shall maintain records 
showing-

(1) The base price (as defined in Sub
part F of this part) charged with re
spect to each unit of real property, 

(2) The reason for any difference in 
the price described in subparagraph (1) 
of this paragraph and the price allowable 
on or after November 14,1971, and 

(3) The reason for any difference be
tween the price described in subpara
graph (1) of this paragraph and the 
maximum price allowable during the pe
riod beginning August 15, and ending No
vember 13, pursuant to Executive Order 
11615. 

Such records shall be made available 
upon the request of any tenant, prospec
tive tenant, or representative of the Price 
Commission. 
§ 300.016 Regulated public utilities. 

(a) In general. A person which is a 
regulated public utility as defined in sec
tion 7701 (a) (33) of the Internal Revenue 
Code of 1954 (26 U.S.C. section 7701 (a) 
(33» may charge a price, rate, or tariff 
in excess of the base price if such in
crease has been approved by a regula
tOry agency. A regulated person who had 
gross receipts of $100 million or more 
during its most recent fiscal year ending 
on or before November 13, 1971, shall in
form the Price Commission of all re
quests for rate increases and immediately 
notify the Commission in writing of any 
agency order granting an increase and of 
any other authorized increase. A regu
lated person who had gross receipts be
tween $50 and $100 million during its 
IIl()St recent fiscal year ending on or be
fore November 13, 1971, shall immedi
ately notify the COmmission in writing of 
any agency order granting an increase 
and of any other authOrized increase. 
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(b) Special rule. In the case of rate 
increases which were approved by a reg
ulatory agency before November 14, 
1971, but which were not permitted to 
take effect due to Executive Order 
11615, such rate increase may take ef
fect with respect to transactions occur
ring after November 13, 1971. However, 
before such increases may take effect, 
such regulatory agency shall review ~uch 
increases with regard to their consist
ency with the purposes of the Economic 
Stabilization Act of 1970, as amended. 

§ 300.051 Prenotification finns. 

(a) In general. A person which is a 
prenotification firm (as defined in 
§ 300.101) may not charge a price in ex
cess of the base price before the Price 
Commission has approved such increased 
price. However, in the event the Price 
Commission does not act upon a re
quested price increase within 30 days 
after receipt by the Price Commission 
of the request for such increase, such 
increase may go into effect. 

(b) Exceptions. Prenotification re
quirements are not applicable: 

(1) For wholesalers and retailers. 
(2) With respect to price changes re

sulting from calculation of a base price 
under Subpart F of this part or from 
the operation of § 300.203, relating to 
contracts entered into prior to Au
gust 15, 1971. 

(3) In respect of any price increase 
which reflects increases in costs of labor 
which become effective during the period 
November 14, 1971, through December 31, 
1971. 

(c) Manner oj notification. Such per
son shall notify the Price Commission 
of its intention to raise the price of a 
product or service on forms to be pre
scribed by the Commission and shall 
provide information sufficient to enable 
the Commission to make a determination 
with respect to such proposed increase. 
If the Commission finds that the infor
mation submitted is not sufficient to 
make such a determination it shall notify 
the person and the 30-day period pro
vided in paragraph (a) of this section 
shall begin to run from the time the ad
ditional information is submitted. 

(d) Reporting reqUirement. Such per
son shall file a quarterly report with the 
Price Commission within 15 days after 
the end of each fiscal quarter commenc
ing with its first fiscal quarter ending 
after November 13, 1971. Such quarterly 
reports shall be made on forms to be 
prescribed by the Commission and shall 
contain the information required by 
such forms. 
§ 300.052 Reporting firms. 

(a) In general. A person which is a re
porting firm shall file a quarterly report 
with the Price Commission in the form 
provided in paragraph (b) of this section 
within 15 days after the end of e8.(:h fiscal 
quarter commencing with its first fiscal 
quarter ending after November 13, 1971. 

(b) Manner oj filing. The quarterly re
port required under paragraph (a) of 
this section shall be made on forms to be 
prescribed by the Commission and shall 
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contain the information required by such 
forms. 

§ :{OO.080 Olhcr c(Hl,i(lcralions. 

In maki.ng any detemlination, the 
Price Conullis..~ion \\ill take into aCcowlt 
whate\'er factors it considers relevant to 
an equitable resolution of the case and 
considers necessary to ach.ie\'e the over
all goal of holding average increases 
acro,,~ the economy to a rate of no more 
than 212 percent per year. 

§ :{()O.IOI J)dillilion uf 11'1'111-, 

I a) In gcneral. Except as ot.herwise 
pro\'ided, the definitions contained in 
this section shall only apply for purp05es 
of Subpart A of this part. 

(b \ Organizations subject to free:::e
(1) Manufacturer. The term "manufac
tUrer" means a person who carries on the 
trade or business of making, fabricating, 
or assembling a product or commodity by 
manual labor or machinery for sale to 
another person or persons. 

(2) Retailer and wholesaler-(j} Re
tailer. The term "retailer" means a per
son who carries on the trade or business 
of selling property to ultimate consumers. 

(ti) Wholesaler. The term "whole
saler" means a person who carries oIi't.he 
trade or bUSiness of purchasing property 
and, without substantially changing the 
form of such property, reselling it to an
other person who is not the ultimate 
consumer. 

(3) Service organization. The term 
"service organization" means a person 
who carries on the trade or business of 
selling or making available services, in
cluding the leasing of property to another 
person or persons. The term also includes 
nonprofit organizations, governments 
and governmental instrumentalities 
which carry on such activities. The term 
also includes a person which provides 
professional services, 

(4) Person. The term "person" in
cludes any individual, trust, estate, 
partnership, association, company, cor
poration, or instrumentality of a govern
mental wilt. However, such term does not 
include a foreign government, an in
strwnentalityof a foreign government or 
an international organization. 

(c) Accounting terms-( 1) Customary 
initiaZ percentage markup. The term 
"customary initial percentage markup," 
means, the customary initial percentage 
markup, determined on an item, product 
line, department, store or other pricing 
wilt basis according to the person's cus
tomary pricing practice. For these pur
poses, the initial markup is that mark
up which is applied to merchandise when 
first offered for sale. 

(2) Allowable cost. The term "allow
able cost" means any cost, direct or in
direct, unless disallowed by the Price 
Commission. 

(3) Profit margins. The term "profit 
margin," means the ratio that net profits 
(determined before taxes) bears to gross 
sales as reported on the person's pub
lished financial statement and in accord
ance with generally accepted account
ing principles consistently applied. For 
purposes of determining net profits, ex
traordinary items and taxes on income 
shall not be taken into account. 
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(d) Reporting requirements-(1) 
Firm. The term "firm" means a person 
whose gross income, in whole or in part, 
is derived from sales. For purposes of 
this section, if a firm or firms are con
trolled directly or indirectly by another 
firm, the controlled firm or firms and the 
controlling firm shall be treated as a 
!Single firm. 

(21 Rcporting firms. The term "re
portlll:! firm" means a firm subject to the 
requirements of § 101.13 of Chapter I, 
Part 101 of this title. 

(3 I Prcnotifi.cation firms. The term 
"prenotification firm" means a firm sub
ject to the requirements of § 101.11 of 
Chanter I, Part 101 of this title. 

I e'l Base period-( 1) Base period. The 
term "base period" means the average of 
any two of a person's last 3 fiscal years 
ended prior to August 15, 1971, the selec
tion of such 2 fiscal years to be made by 
such person. 

(2) Markup base period. The term 
"markup base period" shall mean, at the 
person's option, either 

(i) The last customary initial markup 
prior to November 14, 1971, or 

(ill The person's last fiscal year end
ing prior to August 14, 1971. 

(f) Base price. The term "base price" 
means base price as defined in Subpart 
F of this part. 

(g) Other definitions-(1) Product. 
The term "product" means an item of 
tangible personal property offered for 
sale to another person or persons. 

(2) Product line. 'The term "product 
line," means an aggregation of products 
of the same manufacturer or ditIerent 
manufacturers, substantially similar as 
to intended function, usage, and 
structure, and offered for sale simultane
ously, or within the same commercial 
season, by a person or persons. 

(3) United States. The term "United 
States" means the States, the District of 
Columbia, the Commonwealth of Puerto 
Rico, 

§ 300.201 Sea!>onal patterns. 

(a) In general. Notwithstanding any 
provisions of this subpart, prices (includ
ing rents) which normally fluctuate in 
distinct seasonal patterns may be ad
justed subjoot to the provisiOns of 1bis 
section. 

(b) Distinct fluctuation. Prices must 
show a large or otherwise distinct fluc
tuation at a specific, identifiable point 
in time. Such distinct fluctuation must 
be an established practice that has taken 
place in each of the past 3 years. New 
persons may determine their qualifica
tions from those generally prevailing 
with respect to persons similarly situ
ated, selling or leasing in the same mar
keting area. If there are no such similar 
persons in the immediate area., qualifica
tion may be established by reference to 
the nearest similar marketing area.. 

(c) Time of price fluctuation. The 
price fluctuation referred to in para
graph (b) of this section may not take 
place at a time other than the time at 
which such fluctuation took place in the 
preceding year unless the date of the 
price fluctuation is tied to a speci1l.c 

event such as a previously plalmed. 
troduction of new models. 

(d) Allowable price. If the reQIIlre. 
mcn(..s of paragraphs (b) and (C) of UIII 
section are l1l€'t. the maximum PI'kIe 
which may be charged by such IIelIICIl 
shall be eitller-

( 1) The base price determined under 
the provisions of Subpart F of this pan, 
or 

121 The price charged by such J)el'8OI1 

durin:! the first 30 days of the periOd fo!. 
100\'ing the seasonal price adjustment In 
the preceding year, whichever Is greater. 
For purposes of this subparagraph (2) 
the price charged during such 30.ctaj 
period shall be the weighted average of 
the prices charged on all transactions oc. 
curring during such period. 

(e) Limitation. Notwithstanding the 
prOVisions of paragraph (d), of this see. 
tion, the price charged by such penco 
may not result in an increase of Its pro1l& 
margin as a percentage of sales, before 
income taxes, over that prevailing durtnc 
the base period. 

(f) Return to nonseasonal pricel. 
Prices must be adjusted downward a& 
the same date or identifiable POint In 
time as in the previous season. 

§ 300.202 Taxes. 

Notwithstanding any other provision 
of this subpart, prices with res~ to 
transactions occuring after November 13, 
1971, may be increased dollar-for-dollar 
to reflect increases In excise taxes (In· 
eluding sales and use taxes), and dutifl 
on imPOrts (including the import sur
charge imposed by the President on 
August 15, 1971), but not increased fran
chise, gross receipts, property, or income 
taxes. 

§ 300.203 ContraCt8 entered inlo prior 
toAugu~ 15, 1971. 

Notwithstanding any other provisions 
of this subpart, the price specified In aD1 
binding contract for the sale of propertJ 
or services entered Into prior to Au· 
gust 15, 1971, with respect to any delivel1 
or performance oceurring after Novem
ber 13, 1971, shall be allowable provided 
thrut the contract price shall not exceed 
that amount which would result in a.n in
crease in the person's profit margin III I 
percentage of sales, before income talf1, 
over that prevailing during the base 
period. 

§ 300.204 Formula-determined renul .. 

Leases of personal or real property en· 
tered into prior to August 15, 1971, In 
which the periodiC rental price Ia deter' 
nlined by means of a formula specified In 
the lease agreement may continue with 
such formula in effect. However, any in
creases in the periodic rental price due to 
the passage of time or increases In the 
consumer price Index shall not be allowed. 

§ 300.401 Excmplions. 
'The provisions of this Part 300 sbaII 

apply to all transactions involvinl till 
sale or lease of property and scm- elof' 
cept those enumerated in subparl D 
Part 10 of this title. 
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.300.498 May 25, 1970, limitation 
date. 

No provision in this subpart s.hall op~r
ate to require a person to establish a pnce 
or rent which is lower than the average 
rice which was received by the person in 

~rms-Iength transactions involving the 
roperty or service on May 25, 1970. In 
~ where there were no arn:s-Iel1?th 
transactions on May 25, 1970, mvolv:ng 
the person, the nearest date prece~ng 
May 25,1970, on which such a transactIOn 
did occur shall deemed to be May 25, 
1970 for purposes of this section. How
ever'the rules contained in this section 
sha1i not apply if the person did not offer 
the property or service on May 25, 1970, 
due to causes other than the temporary 
closing of his business. 
§ 300.499 Price Conunission address. 

Any document, report, or ot~er infor
mation required by these regulatIOns to be 
sent directly to the Price Commission 
shall be addressed to-Price Commission, 
2000 M street NW., Washington, DC 
20508. 

Subparts B-E [Reserved] 

Subpart F-Base Price 

§ 301.501 In general. 

The rules in this subpart relate to the 
determination of the base price for the 
purposes of applying the provisions con
tained in Subpart A of this part, after 
November 13, 1971, with respect to: 

(a) Sales and leases of personal prop
erty, 

(b) The furnishing of services, and 
(e) Sales and leases of real property. 

The base price is either (1) the ceiling 
price pennitted for the period beginning 
August 15, 1971, and ending November 
13, 1971, or (2) such ceiling price as ad
justed in accordance with the rules pro
vided in this subpart, which shall then 
constitute the base price. See § 300.505 
for rules relating to the determination of 
the base prices with respect to sales and 
leases of personal property and with re
SPect to services, § 300.507 for rules relat
ing to the determination of base prices 
with respect to sales and leases of real 
property, and § 300.509 for rules relating 
to the determination of base prices with 
respect to sales and leases of new prop
erty and with respect to new services, as 
therein defined. 

§ 300.505 Sales and leases of personal 
property and services. 

(a) Sales of personal property and 
services. The base price with respect to 
sales of personal property and services 18 
the highest price charged by the person 
to & SJ)eCiflc class of purchasers in a sub
stantial number of transactions involving 
such personal property or services during 
the freeze base period (as defined in 
1300.513) . 

(b) Leasing of personal property. The 
base price with respect to the leasing of 
personal property 18 the highest price 
charged to & specific class of purchasers 
With respect to leases of the same or sub-
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stantially identical personal property in 
a substantial number of. transactions 
during the freeze base period. 

(c) Ten-percent rule. For purposes of 
paragraphs (a) and (b) of this section 
and paragraph (b) of § 300.507, the high. 
est price in a substantial number of 
transactions during the freeze base 
period shall be the highest price at or 
above which 10 percent of the units were 
priced in transactions with a speCific 
class of purchasers during the freeze base 
period. 

§ 300.507 Salt>S and lea,cs of real prop. 

(a) Sales of real property. This sec
tion applies to sales of real property not 
exempted under § 300.401. The base price 
with respect to the sale of any interest 
in real property which is held by the per
son for sale in the ordinary course of 
trade or business is the highest price re
ceived with respect to the same type of 
interest in similar real property during 
the freeze base period. In the case of a 
sale of an interest in real property which 
is not held for sale in the ordinary course 
of a trade or business, such interest shall 
be deemed to be new property for pur
poses of paragraph (d) of § 300.509. 

(b) Leases of real property-(l) In 
general. The base price for a lease of an 
interest in real property is the highest 
price charged by the person with respect 
to the same or substantially identioal 
ren1Rl units in a. substantial number of 
transactions during the freeze base 
period. A provision is a. lease of an inter
est in real property executed prior to 
AUgust 15, 1971, which provides for an 
increased rental to take effect August 14, 
1971, may take effect after November 13, 
1971, to the extent such increased rental 
does not exceed the base prtce for the 
rental of such real property. 

(2) Property vacant during freeze 
base period. If the property had been 
vacant for more than 1 year prior to the 
beginning of the lease period, the provi
sions of § 300.509(b) relating to new real 
property shall apply. 

§ 300.509 New property and new servo 
ices. 

(a) In general. For purposes of this 
sect.ion, new property or new services 
means property or services which the 
person has not offered for sale (or lease 
in the case of property) at any time 
during the I-year period immediately 
preceding the date on which the person 
is offering the property or service for sale 
(or lease). 

(b) Lease of real property. In the case 
of a person offering real property for 
lease which was never previously leased., 
the base price shall be determined by a 
computation based on the average arms
length price received by persons leasing 
comparable property in the same mar
keting area. For purposes of determining 
the average price referred to in the 
preceding sentence, only a quantity of 
transactions which is not insubstantial 
in relation to the total number of such 
transactions need be taken into consid-

21795 

eration. A property, or part thereof, 
which undergoes a substantial capital 
improvement shall be treated as new 
property for purposes of a lease. For 
purposes of this paragraph a substantial 
capital improvement means a permanent 
improvement or betterment made to 
increase the value of the property or to 
restore the property or part thereof, the 
cost of which equals or exceeds at least 
3 months' rent and exceeds $250. 

(c) Personal property or services. Per
sonal property or service shall be deemed 
new if substantially different from other 
property or services in purpose, func
tion, quality, or technology or if the use 
of such property or service effects a sub
stantially different result. Property or 
services that differ from other property 
or services only in appearance, arrange
ment, combination, or function shall not 
be considered as new. A change in fash
ion, style, form, or packaging will not 
ordinarily be deemed to create a new 
property or service. A property, or part 
thereof, which undergoes a substantial 
capital improvement shall be treated as 
new property for purposes of a lease. 
For purposes of this paragraph a. sub
stantial capital improvement means a 
permanent improvement or betterment 
made to increase the value of the prop
erty or to restore the property, the cost 
of which equals or exceeds at least 3 
months' rent and which exceeds $100. 

(d) Base price determination. In the 
case of a person offering new property 
or new services, the base price shall be 
deemed to be, at the election of such 
person, either-

(1) The price determined under the 
method prescribed in paragraph (e) of 
this section, or 

(2) The price determined under the 
method prescribed in paragraph (f) of 
this section. 

(e) First method. The method referred 
to in paragraph (d) (1) of this sec
tion is a method by which a. person may 
determine the price with respect to new 
property or services by a. computation 
based on the unit cost (including direct 
and indirect costs) of a. similar property 
or services of such person plus a. factor 
for profit (before income taxes) which 
equals the profit rate actually earned 
with respect to such similar property or 
services. The rules in this paragraph 
shall not be applicable to transactions 
involving property or services with re
spect to which the person offers no other 
property or services which are similar 
thereto. 

(f) Second method. The method 
referred to in paragraph (d) (2) of this 
section is a method by which a. person 
may determine the price with respect to 
new property or services by a. computa
tion based on the average prices received 
in a substantial number of arms-length 
transactions by persons selling or leas
ing comparable property or services in 
the same marketing area. 
§ 300.511 Geographic limitation. 

The provisions of this subpart shall not 
be applicable to transactions for sales. 
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leases, or service; occuring outside 
the United State;. For PU11X>6es of 
this paragraph, a tra.nsa.ction shall 
be deemed to occur outside the United 
States if delivery of the property 
or rendering of the service which is the 
subject matter of the transaction occurs 
outside the United States, or if real estate 
which is the subject matter of the trans
action is located outside the United 
States. If personal property which is the 
subject of a lease is used both inside and 
outside the United States during the 
period of the lease, the transaction shall 
be deemed to have occurred exclusively 
in the United States and the provisions 
of this subpart shall apply. Similarly, if 
services are partially rendered in the 
United States and partially outside the 
United States, the services shall be 
deemed to have been performed exclu
sively in the United States. 

§ 300.513 Definitions. 

(a) In general. Unless otherwise indi
cated, the definitions contained in this 
section shall apply for purposes of Sub
parts F and G of this part. 

(b) Transaction. A "transaction" shall 
be deemed to occur at the time and place 
a binding contract is entered into be
tween the parties to the transaction. A 
"transaction" shall mean an arms-length 
transaction, and shall include only trans
actions between unrelated persons which 
.are not members of a controlled group. 

(c) United states. The tenn "United 
States" means the States, the District of 
Columbia, and the Commonwealth of 
Puerto Rico. 

(d) Person. The term "person" in
cludes any individual, estate, trust, part
nership, association, company, corpora
tion, governmental unit, or instrumen
tality of a governmental unit. However, 
such term does not include a foreign 
government, an instrumentality of a for
eign government, an international orga
nization. 

(e) Freeze base period. The term 
"freeze base period" means either-

(1) The period beginning July 16, 1971, 
and ending August 14, 1971, or 

(2) If a person had no transaction dur
ing the period specified in subparagraph 
(1) of this paragraph, the nearest pre
ceding 30-day period in which he had a 
transaction. 

(f) Unrelated person. The term "un
related person" refers to a person other 
than a person described in 26 U.S.C. sec
tion 267(b), as amended. 

(g) ControUed group. The term "con
trolled grOUP" means a controlled group 
of corporations as defined in 26 U.S.C. 
section 1563 (a) . 

(h) Price. The term "price" includes 
commissions, membership dues, mar
gins, rates, fees, charges, ta.ri1fs, and 
premiums without regard to the form in 
which paid. The term also includes rents 
for the lease of real or personal property. 

(i) Service. The term "service" in
cludes all services rendered by one person 
for another person other than in an 
employment relationship (determined 
under the nonna.l common law rules). 
The term also includes for example, pro-
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fess10nal services of any kind and services 
rendered by membership asmciations for 
which dues are chargrd. 

(j) Sale. The term "sale" includes all 
sales, exchanges, transfers, and disposi
tions. 

(k) Lease. The term "lease" includes 
any contract for the use of real or per
sonal property of any description. 

(l) Rent. The term "rent·, means any 
price for the use of real or personal prop
erty of any description. The term also in
cludes any charge, no matter how de
nominated in the lease or other agree
ment, for the use of any property or for 
any senice in connection with the use of 
leased property. 

(m) Class oj purchasers. The term 
"class of purchasers" means pmchasers 
to whom a person has charged a com
parable price for comparable property or 
service dming the freeze base period pm
suant to customary price differentials be
tween those pmchasers and other pur
chasers. The term "customary price dif
ferentials .. includes, but is not limited to, 
price distinctions based on discounts, al
lowances, add-ons, premiums, and extras 
based on differences in volume, grade, 
quality, or location or type of purchaser, 
or terms or conditions of sale or delivery. 

Subpart G-Procedure and 
Administration 

§ 300.601 Records and ceiling price 
lists. 

(a) In general. Any person who sells 
property or services, or leases property 
subject to the price and rent stabiliza
tion requirements of this Part 300 shall 
keep such permanent books of account or 
records as are sutIlcient to establish the 
base prices for all such property or serv
ices offered for sale or lease by such per
son and the prices at which such prop
erty or services were actually sold or 
leased. 

(b) Inspection oj records or lists. Rec
ords required to be maintained under 
paragraph (a) of this section shall be 
made available for inspection at any 
time upon the request of an officer or 
employee of the Internal Revenue Serv
ice for the purpose of ensuring compli
ance with the requirements of this part 

(c) SpeCial rule for imported items. In: 
addition to the records and lists required 
to be maintained under paragraphs (a) 
and (b) of this section, any item which 
has been imported into the United States 
and u~n which an import smcharge has 
been Imposed by the President in con
junction with other measures taken un
der the Economic Stabilization Act of 
1970, as amended, shall, when sold 
clearly ha"e indicated upon the accom~ 
panying sales ticket or invoice the exact 
amount of the import smcharge the sell
er is paSSing on to the customer or that 
such an import surcharge though so im
posed, is not being passed on. 

(d) Period for keeping records. All 
rec~rds required to be kept under this 
sectIOn shall be maintained and preserved 
by the person required to keep such rec
ords for at least 4 years after the last 
day of ~he calendar year in which the 
transactIOns or other events recorded in 

such aCCOlm ts or records OCCurred or "
property was acquired by such IIeI'IIcII, 
whiche\"er is later. 

§ 300.612 E"cf'plions by rulinr. 
(a) In general. The Chairman of tile 

Price Commission, or his d~legate, wm bJ 
rulmgs make such exceptIOns from &be 
operation of this Part 300 as the Price 
Commission deems necessary for the Pur. 
pose of preventing or correcting gross 
inequities. 

(b) Requests for exceptions. Except as 
othe:wise prescribed by the Price Com
miSSion, persons requesting exceptions 
from the operation of this Part 300 should 
submit their request, in writing, to the 
District Director of Internal Revenue ror 
the district in which such person has hi! 
residence or principal place of bUSiness. 
The request should state the reason why 
the exception is being requested and 
should contain sufficient information to 
establish to the satisfaction of the PrIce 
Commission that-

(1) The application of the proviSions or 
this part to such person would result In a 
serious hardship or gross inequity, and 

(2) That the request for exception Is 
not part of a plan having as one or its 
principal purposes the avoidance of the 
pmposes of the Economic Stabilization 
Act of 1970, as amended, and this Part 
300. (See § 300.613 for a more deta.!led 
description of the manner in which a re
quest for determination by the Price 
Commission should be made.) 

§ 300.613 Rulings. 

(a) In general. In the interest of sound 
administration of the Economic Stabi
lization Act of 1970, as amended, and this 
Part 300, the Internal Revenue Service 
will answer inquiries of persons regard
ing their status for price and rent stabi
lization purposes and as to the applica
bility of this Part 300 to their proposed 
acts or transactions. 

(b) Price stabilization ruling. A "Price 
Stabilization Ruling" is an official inter
pretation of the law by the Internal Rev
enue Service which has been published In 
the Price Stabilization Bulletin. PrIce 
Stabilization Rulings are published for 
the information and guidance of the 
Price Commission, Internal Revenue 
Service officials and others concerned. 

(c) Ruling guidelines. (1) Rulings will 
be issued only with respect to prospec
tive transactions, 

(2) Rulings will not be issued on alter
native plans of proposed transactions or 
on hypothetical situations. 

(3) A ruling will not be issued if the 
national office of the Internal Revenue 
Service knows or has reason to believe 
that the same or identical issue in con
nection with a possible violation of thia 
part by the person who is the subject or 
the ruling request is before any field of
fice of the Service or any other agencJ 
charged with enforcement of this part. 

(4) Further, a ruling will not be issued 
with respect to a matter upon which a re
cent court decision adverse to the Gov
ernment has been handed down until tbe 
Government has decided whether to rol
low the decision or litigate further. 
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(d) Instructions. Any person requesta. ruU:Dg should direct such request, in 
wrltiDI to the District Director of Inter
Da1 Revenue for the district in which 
such person has his residence or principal 
place of business. Each request for a rul
ing must include-

(1) A complete statement of all such 
information as is relevant to the status of 
the person and proposed transaction un'
der this Part 300, 

(2) Copies of all relevant documents 
affecting such status or transaction, and 

(3) A statement, executed under pen
alty of perjury, that such statements and 
documents, to the knowledge of the per
son making the request, are true and ac
curate. Only one ruling request may be 
made with respect to a particular trans
action, and no ruling request may be 
made with respect to an issue described 
In paragraph (c) (3) of this section. 

(e) Determination letters. In the dis
cretion of the Internal Revenue Service 
the request of the person may be an
swered with a determination letter di
rected solely to the attention of the per
son in cases in which the Service deems 
tile question not of sufficient importance 
to the Price commission, the Internal 
Revenue Service, or the pubHc in general 
to warrant the issuance of a ruling. 
§ 300.614 Adveftie determinations and 

appeal 

If a person receives an adverse deter
mination letter (as described in para
graph (e) of § 300.613) he may, within 
10 days, file a written request for a con
ference with the district director who is
sued such adverse determination letter. 
If the district director fails to reverse his 
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initial determination following such con
ference, the person affected may, within 
10 days after notice of such final deter
mination, file written application for an 
appeal, together with a brief outlining 
the basis for such appeal, with the Price 
Commission. A copy of the application for 
appeal and the brief shall, at the same 
time, be directed to the Internal Revenue 
Service, Attention: Assistant Chief Coun
sel (Stabilization), WaShington, D.C. 
20224. 

§ 300.615 Failure to obtain relief. 

If a person is denied relief by the Price 
Commission, either because of an adverse 
determination or because of the Price 
Commission's refusal to grant an appeal, 
such person may, within 30 days, file an 
action for rel!ef in the appropriate U.S. 
District Court. 

§ 300.616 Reports of alleged violations. 

Whenever any person has reason to be
lieve that a violation of these regulations 
has taken place, such person should con
tact the nearest office of the Internal 
Revenue Service. Such cooperation on the 
part of every citizen will insure that the 
price stabilization program achieves its 
maximum and intended effect. 

§ 300.651 Penalties. 

(a) Illegal practices. Any person who, 
by means of inducements, COmmissions, 
kickbacks, retroactive increases, trans
portation arrangements, premiums, dis
counts, special privileges, tie-in agree
ments, trade understandings, the falsi
fication of records, the substitution of in-
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ferior commodities, the failw'e to pro
vide the same services and equipment 
previously sold or leased, or in any other 
manner seeks to obtain a higher price 
or rent than is permitted by this part 
shall be subject to the provisions of para
graphs (b) and (c) of this section. 

(b) InjunctiOns. Whenever it appears 
that any person is engaged, or is about to 
engage, in any act or practice described 
in paragraph (a) of this section, the 
U.S. Government may, in its discretion, 
bring an action in the proper district 
court of the United States to enjoin such 
acts or practices. Upon a proper show
ing, a permanent or temporary injunc
tion or restraining order may be granted. 
In addition, upon proper applications, 
such court may issue mandatory injunc
tions commanding any person to comply 
with any provision of this Part 300. 

(c) Fines. Any person who willfully 
violates the provisions of this Part 300 
shall, upon conviction thereof, be subject 
to a fine of not more than $5,000 for each 
violation. See section 204 of title 2 of 
Public Law 91-379 (84 stat. 800). 

Because the purpose of this Price Com
mission regulation is to provide immedi
ate guidance as to the price and rent 
stabilization rules applicable after No
vember 13, 1971, it is hereby found im
practicable to issue this Price Commis
sion regulation with notice and public 
procedure thereon under 5 U.S. C., sec
tion 533(b), or subject to the effective 
date limitation of 5 U.s.C., section 553 
(d) . 

C. JACKSON GRAYSON, Jr., 
Chairman of the Price Commission. 

[FR Doc.71-16759 Flled 11-12-71;4:43 pm] 
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COST OF LIVING COUNCIL 
(Order No.5] 

SECRETARY OF THE TREASURY 

Delegation of Authority Concerning 
Implementation of Stabilization of 
Prices, Rents, Wages, and Salaries 
Pursuant to the Economic Stabili-

Inafter referred to as the Act), and the 
autholity delegated to the Cost of Liv
ing Council by Executive Order No. 
11627 (hereinalter referred to as the Ex
ecuti ve order) it is hereby ordered as 
follows: 

1. There is hereby delegated to the 
Secretary of the Treasury (hereinafter 
referred to as the Secretary), subject to 
the general policy guidance of and co
ordination with the Cost of Living Coun
cil (hereinafter referred to as the Coun
cil) and in accordance with the general 
policy of the Act, authority to interpret, 
implement, a.dmin.!ster, monitor, and en
force the stabilization of prices, rents, 
-wages, and salaries pursuant to the cov
erage, classifications, and implementa
tion procedures established by the Coun
cil. Such functions will include, but not 
be limited to, the following: 

(a) Operation and maintenance of 10-
eal service and compliance centers e6-
tablished in support of the economic 
stabilization program in Standard 
Metropolitan Statistical Area.8 and such 
other places as the Secretary may deter
mine; 

(b) Dissem1nation of information and 
guidance to the publlc; 

(c) Issuance of rulings and the re
ceiving, a.na.lyzing, and responding to in
quiries relating to the application of 
regulations and other guidance issued by 
the CotmdJ. and the establishment and 
operation of an appeal procedure; 

(d) Receiving, analyzing, investigating, 
and preparing and forwarding recom
mendations upon applications for excep
tions and exemptions from coverage, 
classifications, and the implementation 
procedures to the Council for decision; 

(e) Conducting monitoring investiga
tions as to the effectiveness of the stabi
llzaticm program; 

(f) Receiving, investigating, and re
solving by obtain1ng compliance, where 
possible, complaints received with re
spect to program violations and recom
mending enforcement a.ct1on to the 
Council, where necessary; 

(g) Making factual determinations on 
beha.lf of the Council in furtherance of 
any functions herein delegated; and 

(h) Maintaining adequate records and 
the making of periodic reports to the 
Council. 

2. All executive departments and 
agencies shall furnish such ne<:es.Sary 

assistance to the Secretary as may be 
authorized by law. 

3. The Secretary may redelegate to 
any agency, instrumentality, or offic1al 
of the United States any authority under 
this order, and may, in carrying out the 
functions delegated by this order, utilize 
the services of any other agencies, Fed-
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era 1 or State, as may be available and 
appropriate. 

4. The Director, Office of Emergency 
Preparedness, shall continue to exercise 
responsibility and authority under COW1-
cll Order No. 1 as necessary to complete 
actions in process and to effectuate Rn 
orderly transfer of functions to the Pay 
Board established by section 7 of the 
Executive order and the Price Commis
sion established by section 8 of the Ex
ecutive order. 

5. Nothing in this order shall be COll
strued to limit or otherwise supersede 
the authority heretofore delegated to the 
Pay Board by Council Order No.3 or to 
the Price Commission by Cowlcil Order 
No.4. 

6. This order shall be effective at 12:01 
a.m., November 14, 1971. 

By direction of the Council. 

DoNALD RUMSFELD, 

Director. 
[FR Doc. 71-16760 Filed 11-12-71; 4:43 am] 

PRICE COMMISSION 
(Order NO.1] 

SECRETARY OF THE TREASURY 

Delegation of Authority Concerning 
Implementation of Stabilization of 
Prices and Rents 
Pursuant to Executive Order 11627 and 

the authority delegated to the Price 
Comrnissicm (hereinafter referred to as 
the Commission) by Cost of Living 
Council Order No.4 (hereinafter referred 
to as the order), it is hereby ordered as 
follows: 

1. There is hereby delegated to the 
Secretary of the Treasury (hereinafter 
referred to as the Secretary), subject to 
the general policy guidance of and co
ordination with the Conunission and 
consistent with the general policy of Ex
ecutive Order 11627 as developed by the 
C06t of Living COW1cil, authority to in
terpret, implement, administer, monitor, 
and enforce the stabilization of prices 
and rents pursuant to the criteria, stand
ards, and implementation procixl.ures es
tablished by the Commission. Such func
tions will include, but not be limited to, 
the following: 

(a) Operation and maintenance of 
local service and compliance centers es
tablished in support of the eccmomic sta
bilization program in Standard Metro
politan Statistica.l Areas and such other 
places as the Secretary may determine; 

(b) Dissemination of infOlmation and 
guidance to the PIlblic; 

(c) Issuance of rulings and the re
ceiving, analyzing, and responding to 
inquiries relating to the application of 
regulations and other guidance issued by 
the Commission and the establishment 
and operation of an appeal procedure; 

(d) Receiving analyzing, investigat
ing, and preparing and forwarding to the 
Commission for decision recommenda
tions upon applications for exceptloIUI 
from the criteria, standards, and the lm
plemen ta tion procedures; 

\ e) Conducting m.onltoring lnveatlga. 
tiOI15 as to the effectiveness of the ~. 
lization program; 

(f) Receiving, investigating, and re
solving by obtaining compliance, where 
po.~sible, complaints received WIth re. 
spectto program violations and recom. 
m('ndlllg enforcement action to the Com. 
mission, where necessary; 

\ g) Making faetual determinations on 
b('half of the Commission or in further. 
ance of any fUllctions herein delegated; 
and 

\ hi Maintaining adequate recorda and 
the making of periodic report6 to the 
Commissioll. 

2. All executi ve department.s and agen. 
cies shaJI furnish such necessary assist. 
ance to the Secretary a.s may be aUUlor. 
ized by law. 

3. The Secretary may rede\egare to 
any agency, instrumentality, or olliciai 
of the United States any authority 
under this order, and may, in carrying 
out the functions delegated by this order 
utilize the services of any other agenciea: 
Federal or State, as may be aVailable 
and appropriate. 

4. This order shall be e1Iective at 12:01 
a.m., November 14, 1971. 

By direction of the Commission. 

C. JACKSON GRAYSON, JR., 
Chairman. 

(FR Doc.71-16761 Filed 11-12-71 :4:43 pml 

PAY BOARD 
(Order No.1] 

SECRETARY OF THE TREASURY 

Delegation of Authority Concerning 
Implementation of the Stabilizotion 
of Wages and Salaries 

Pursuant to Executive Order l1627 and 
the authority delegated to the Pay Board 
(hereinafter referred to as the Board) 
by Cost of Living Council Order No.3 
(hereinafter referred to a.s the order), it 
is hereby ordered as follows: 

1. There is hereby delegated to the 
Secretary of the Treasury (hereinafter 
referred to as the Secretary), BUbJect to 
the general policy guidance of and co· 
ordination with the Board and consisrenl 
with the general polley of Executive Order 
11627 as developed by the Cost of Living 
Council, authority to interpret, 1mple· 
ment, administer, monitor, and enforce 
the stabilization of wages and salaries 
pursuant to the criteria, standards, and 
implementation procedures established 
by the Board. Such functions will include, 
but not be limited to, the following: 

(a) Operation and maintenance of lo
cal service and compliance centers es
tabllshed in support of the econo1JllC 
stabilization program in Standard Metro
politan Statistical Areas and such other 
places as the Secretary may determine; 

(b) Dissemination of information snd 
guidance to the publlc; . 

(c) Issuance of rulings and the recelr
ing, analyzing, and responding to inqUIr
ies relating to the application of regu
lations and other guidance lssUed by !be 
Board and the establishment and opera
tion of an appeal procedure; 
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(d) Receiving, analyzing, investigat
Ing and preparing and forwarding to the 
~rd for decision recommendations up
on applications for exceptions from the 
criteria, standards, and the implementa-
tion procedures; 

(e) Conducting monitoring investiga.-
tions as to the effectiveness of the sta.
biliza,tion program; 

(f) Receiving, investigating, and re
solving by obtaining compliance, where 
possible, complaints received with respect 
to program violations and recommending 
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enforcement action.to the Board, where 
necessary; 

(g) Making factual determinations on 
behalf of the Board or in furtherance of 
any functions herein delegated; and 

(h) Maintaining adequate records and 
the making of periodic reports to the 
Board. 

2. All executive departments and agen
cies shall furnish such necessary assist
ance to the Secretary as may be author
ized by law. 

3. The Secretary may redelegaW to any 
agency, instrumentality, or official of the 
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United States any authority under this 
order, and may, in carrying out the 
functions delegated by this order, utilize 
the services of any ot.her agencies, Fed
eral or State, as may be available and 
appropriate. 

4. This order shall be effective at 12:01 
a.m., November 14, 1971. 

By direction of the Board. 
GEORGE H. BOLDT, 

Chairman 0/ the Pay Board. 
[FR Doo.71-16763 Filed U-1Z--71;7:18 pm] 
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UNITED 
STATES 

GOVERNMENT 
ORGANIZATION 

MANUAL 
1971/72 

Know your 
Government .. , 

The Manual describes the creation 
and authority, organiza,tion, and 
functions of the agencies in the 
legislative, judicial, and executive 
branches. 

Most agency statements include 
new "Sources of Information" 
listings which tell you what offices 
to contact for information on 
such matters as: 

• Consumer activities 
• Environmental programs 
• Government contracts 
• Employment 
• Services to small businesses 
• Availability of speakers and 

films for educational and 
civic groups 

This handbook is an indispensable 
reference tool for teachers, studentt. 
librarians, researchers, businessmen. 
and lawyers who need. current 
official information about the 
U.S. Government. 

Order from 
SUPERINTENDENT OF DOCUMENTS 
U.S. GOVERNMENT PRINTING OFFICE 
WASHINGTON. D.C. 20402 



FOR INMEDLlI.TE RELEASE 
November 15, 1971 

EXECUTIVE OFFICE OF THE PRESIDENT 

COST OF nn ro ~~U ~ 
Llvmo COmlCIL U~ lID UU ~ 

Office of Pub lie Affairs 
Room 812 
Washington, D.C. 20416 
Phone: 202·254·3010 

The Cost of Living Council today approved a recommendation of the 
Price Commission to change an earlier decision vlhich exempted some firms 
fram the requirement to prenotify on selected price adjustments. 

The adjustments which were announced as exempt from prenotification 
were changes -in prices between November 14, 1971, and January l~ 1972, 
resulting from the deferred pay increases ·Hhich were exempted from prenotifi
cation if they were provided by contract or pay practices existing befor.e 
November 14. Requested increases based on adjustments in the freeze period 
rules had also been exempted previously. 

The Price CommiSSion has indicated that it ,·,ill revise its regulations 
to assure that these requested increases are reviewed within 72 hours after 
filing. These requested increases will be permitted to go into effect after 
72 hours unless specifically challenged by the Price Commission. The Com
mission has also indicated that it will apply the 72-hour prenotification 
procedure to those firms which had announced or posted price increases prior 
to August 15, 1971. These special prenotification procedures do not authorize 
any price increases which are inconsistent with previously announced standards 
and criteria. Prenotifying firms requesting price increases not covered by 
the three special circumstances mentioned above are subject to the normal 
30-day prenotification procedures. 

These revisions in the regulations of the Cost of Living Council and 
Price Commission are effective as of l2:01 A.M., November 14, 1971. This 
special prenotification procedure applies only until January 1, 1972. 
After that the normal 30-day prenotification procedure will become effective 
for price increases by firms. 

000 
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The Department of the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

NTION: FINANCIAL EDITOR 

~ELEASE 6: 30 P.M., 

"iJ November 15, 1971. 

RESULTS OF TREASURY'S WEEKLY BILL OFFERING 

The Treasury Department announced that the tenders for two series of Treasury 
l, one series to be an additional issue of the bills dated August 19, 1971 ,and 
lther series to be dated November 18, 1971 , which were offered on November 9, 1971, 
opened at the Federal Reserve Banks today. Tenders were invited for $2,300,000,000 
lereabouts, of 91-daybil1s and for $1,600,000,000 or thereabouts, of 182 -day 
;. The details of the two series are as follows: 

; OF ACCEPTED 
:TITIVE BIDS: 

High 
Low 
Average 

91 -day Treasury bills 
maturing February 17, 1972 

Approx. Equiv. 
Price Annual Rate 

98.966 
98.954 
98.958 

4.091% 
4.138% 
4.122% 

182-day Treasury bills 
maturing May 18, 1972 

Approx. Equiv 
Price Annual Rate 

97.866 
97.844 
97.849 

4.221% 
4.265% 
4.255% Y 

t4% of the amount of 91 -day bills bid for at the low price was accepted 
93% of the amount of 182 -day bills bid for at the low price was accepted 

TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS: 

trict AEElied For Acce,Eted AEElied For Acce,Eted 
ton $ 25,015,000 $ 14,215,000 $ 15,345,000 $ 4,545,000 
York 3,319,565,000 1,931,825,000 2,682,030,000 1,371,790,000 

ladelphia 34,630,000 12,420,000 15,690,000 5,800,000 
veland 28,310,000 24,395,000 19,000,000 7,700,000 
hrnond 11,565,000 11,565 ,000 2,6'50,000 2,650,000 
!l.llta 34,835,000 18,430,000 26,890,000 9,700,000 
~ago 229,145,000 86,105,000 208,450,000 59,000,000 
Louis 71,150,000 40,750,000 57,935,000 34,100,000 

1eapolis 27,850,000 12,730,000 30,170,000 8,230 ,000 
las City 32,155,000 17,785,000 20,350,000 9,925,000 
Las 35,690,000 13,690,000 29,080,000 7,080,000 
Francisco 184,395 z000 116 z915,000 195 2905 2°°0 81 2205 z00C 

TOTALS $4,034,305,000 $2,300,825,000 ~/ $3,303,495,000 $1,601,725,000 EJ 
:lUdes $ 216,845, 000 noncompetitive tenders accepted at the average price of 98.958. 
:lUdes $ 87,065,000 noncompetitive tenders accepted at the average price of 97.849 
!se rates are on a bank discount basis. The equivalent coupon issue yields are 
~ ~ for the 91 -day bills, and 4.42% for the 182 -day bills. 



The Department of the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

FOR IMMEDIATE RELEA SE November 16, 1971 

TREASURY'S WEEKLY BILL OFFERING 

The Treasury Department, by this public notice, invites tenders 
for two series of Treasury bills to the aggregate amount of 
$3,900,000,000, or thereabouts, for cash and in exchange for Treasury 
bills maturing November 26, 1971, in the amount of $3 701 110 000 , , , , 
as follows: 

90-day bills (to maturity date) to be issued November 26, 1971, 
in the amount of $2,300,000,000, or thereabouts, representing an 
additional amount of bills dated August 26, 1971, and to mature 
February 24, 1972, (CUSIP No. 912793 MP8), originally issued in 
the amount of $1,600,030,000, the additional and original ·bills to be 
freely interchangeable. 

181- day bills, for $ 1,600, 000, 000, or thereabouts, to be dated 
November 26, 1971, and to matu,re May 25, 1972 
(CUSIP No. 912793 NC6). 

The bills of both series will be issued on a discount basis under 
competitive and noncompetive bidding as hereinafter provided, and at 
~turity their face amount will be payable without interest. They will 
be issued in bearer form only, and in denominations of $10,000, 
$15,000, $50,000, $100,000, $500,000 and $1,000,000 (maturity value). 

Tenders will be received at Federal Reserve Banks and Branches up 
to the closing hour, one-thirty p.m., Eastern Standard 
time, Monday, November 22, 1971. Tenders will not be received 
at the Treasury Department, Washington. Each tender must be for a 
minimum·of $10,000. Tenders over $10,000 must be in mUltip"les of 
$5,000. In the case of competitive tenders the price offered must be 
expressed on the basis of 100, with not mace than three decimals, 
e·g.,99.925. Fractions may not be used. It is urged that tenders be 
made on the printed forms and forwarded in the special envelopes which 
will be supplied by Federal Reserve Banks or Branches on application 
therefor. 

Banking institutions generally may submit tenders for account of 
CUstomers provided the names of the customers are set forth in such 
tenders. Others than banking institutions will not be permitted to 
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submit tenders except for their own account. Tenders will be recei~ 
without deposit from incorporated banks and trust companies and fr~ 
responsible and recognized dealers in investment securities. Tenders 
from others must be accompanied by payment of 2 percent of the face 
amount of Treasury bills applied for, unless the tenders are accompanf 
by an express guaranty of payment by an incorporated bank or trust 
company. 

Immed iate ly afte r the c los ing hour, tenders will be opened at thE 
Federal Reserve Banks and Branches, following which public announcemel1 
will be made by the Treasury Department of the amount and price range 
of accepted bids. Only those submitting competitive tenders will be 
advised of the acceptance or rejection thereof. The Secretary of the 
Treasury expressly reserves the right to accept or reiect any or all 
tende rs, in whole or in part, and his ac t ion in any such respect shall 
be final. Subject to these reservations, noncompetitive tenders for 
each issue for $200,000 or less without stated price from anyone 
bidder will be accepted in full at the average price (in three decimal 
of accepted competitive bids for the respective issues. Settlement fo 
accepted tenders in accordance with the bids must be made or completed 
at the Federal Reserve Bank on November 26, 1971, 
in cash or other immediately available funds or in a like face amount 
Treasury bills maturing November 26, 1971. Cash and exchange tende 
will receive equal treatment. Cash adjustments will be made for 
differences between the par value of maturing bills accepted in 
exchange and the issue price of the new bills. 

Under Sections 454 (b) and 1221 (5) of the Internal Revenue C~e 
of 1954 the amount of discount at which bills issued hereunder are sol 
is considered to J-1~crue when the bills are sold, redeemed or otherwise 
disposed of, and the bills are excluded from consideration as capital 
assets. Accordingly, the owner \~f Treasury bills (other than life 
insurance companies) issued hereunder must include in his income tax 
return, as ordinary gain or loss, the difference between the price pai 
for the bills, whether on original issue or on subsequent purchase, an 
the amount ac tuallv received either upon sale or redemption at maturit 
during the taxable year for which the return is made. 

Treas ury Department Ci reular No. 418 (current revis ion) and this 
notice, prescribe the terms of the Treasury bills and govern the 
conditions of their issue. Copies of the circular may be obtained fron 
any Federal Reserve Bank or Branch. 

000 
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I realize that Phase II has just opened, and I don't 
doubt that a great many of you bought your tickets in the 
hopes that I could furnish you some insight into it. But 
I have another text for tonight. 

During most of last week, I found myself preoccupied with 
the international side of the President's New Economic 
Program. I found it a little hard to concentrate on 
Phase II in Tokyo -- where I have just been -- or in the 
European capitals. They are not worried about retroactive 
pay increases in Tokyo; they are worried about the import 
surcharge, and the magnitude of currency realignments. 
And I find here at home that some of the more arcane 
aspects of the monetary system have become a staple for 
editorializing. 

But for all this discussion -- or perhaps because 
of it -- the principal thrust and meaning of the President's 
program have become blurred. Yet clarity on this point is 
essential to our success, and I believe, to the 
prospects for a prosperous world order. 

On August 15, President Nixon took actions that 
obviously have far-reaching implications. 

On the domestic front he invoked a wage-price freeze 
for 90 days affecting all segments of American societyo 

C-201 
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He announced that he was proposing to the Congress a 
number of steps calculated to stimulate the economy and to 
reduce unemployment in the United States. Among those steps 
were significant tax relief for individuals and a job-development 
credit to encourage businesses to acquire new plant equipment 
and machinery. 

He recommended the repeal of the excise tax on automobiles 
so that about $200 on the average would be saved by the ten 
million people who will buy cars during the upcoming year. 

In the aftermath of the wage-price freeze he has created 
the Pay Board, the Price Commission and the Committee on 
Interest and Dividends to insure continuing price stability. 

Much of this you all know. But out of these actions I 
think it is already fair to say that the wage-price freeze 
has been a resounding success. 

There have been criticisms, perhaps among some of you, 
about the uncertainty that prevails today because of the 
orders or 1ackof orders, the regulations or lack of regulations, 
issued by the Pay Board and the Price Commission. I can't deny 
that uncertainties exist in the American economy today. But 
there are certain things of which you can be sure. 

You can be certain that the rate of inflation 
is going down. 

You can be certain that price increases are going 
to level off. 

You can be certain that the rate of inflation will be 
cut roughly in half by the end of 1972. 

You can be certain that the actions of the Pay Board are 
going to diminish the wage-cost push in this country. 

You can be certain that the stimulation from the 
President's recommendations to the Congress, and the 
Congress' action on all the proposals, will result in 
the stimulation of this economy. 

You can be certain that 1972 is going to be a better 
year than 1971. 
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Now obviously, in a free society, there will be uncertainty. 
What are the alternatives to uncertainty? The alternatives are total 
and complete regimentation and control. With regimentation and 
control you would be certain. 

What price do you want to pay for certainty? The 
inevitable price is loss of freedom, loss of freedom 
of imagination, loss of freedom of ingenuity. No one ever 
assumed that the operation of a free enterprise, competitive 
system such as ours would inevitably result in absolute certainty. 
The truth of the matter is that absolute certainty is the last 
thing we want if we do believe in a free system -- and the 
President believes in a free system. That is why the control 
system is structured as it is without an enormous bureaucracy, and 
yet with enough control to provide for basic equities while at 
ilie same time continuing to slow the rate of inflation. 

It is not enough, however, just to talk about the actions 
of the Pay Board and the Price Commission in their fight against 
inflation. You must also consider, as I mentioned a few minutes 
ago, the impact of the proposals now pending in the Congress to 
stimulate this economy, to make possible the creation of new jobs, 
and to reduce the number of unemployed people well below the 
present unacceptable levels. 

In taking these major steps, certainly, there is room for 
questions 0 There is room for criticism, too, but it seems to 
me that the time is past when we can satisfy ourselves with 
being mp.re critics. We can't sit on the sidelines and 
constantly harp about uncertainty~ and bemoan the fact that the 
thing is not cut and dried into neat little package~ 

It is incumbent upon everyone of us to be contributors 
to the solution of the problems 0 Each of us has a duty and a 
responsibility to help solve some of the difficulties that this 
nation face s Q 

There is a third leg to this stabilization stool. 
It deals with international monetary affairs. 
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On August 15, the President suspended the convertibility 
of the dollar and imposed the ten percent surcharge as a 
means of moving toward a new balance in our trading and currency 
arrangements, and to make it possible to rebuild a stable 
monetary system for the future. 

We are in the process of doing that by negotiations all 
over the world to this end. I have just returned from Japan 
and other countries in Asia. We have had a team in Canada 
talking with the Canadians. We have been talking with various 
European governments, looking toward an early solution of the 
problem. And you can be sure that the United States is using 
its efforts, using its time, to bring about the creation of a 
new system that will provide stability in the international 
monetary field. But you can also be sure that we are doing it 
on a basis that will be fair and equitable for the United 
States and for other nations of the world. 

All of the measures of the President's program are 
predicated on the simple truth that the economic strength and 
vitality of the United States must be maintained. This is 
absolutely necessary not just for domestic reasons, but if we 
are to continue to carry our role of leadership in the 
international community. Since World War II, we have spent 
over $150 billion in aid. We have kept our markets open. We 
have supported the stability of currencies. We have carried 
the defense shield for the Free World. 

But at the same time, for twenty years, imbalances in our 
international accounts have reduced our reserves and expanded 
our liabilities. That process could not go on. 

For almost a decade, our once strong trade position has 
dwindled away, year after year, until we face not only the 
first deficit in this century, but a growing deficit. This 
should be abundantly clear from the balance of payments figures 
released yesterdayo This trend can not go on. 

For too long, we have had to build controls and restraints 
on the free flow of capital. This should not go on. 

As a result, the international monetary system had been 
weakened and was prone to speculation. The public support so 
essential for liberal trade, for aid, for heavy military 
burdens was being undercuto Free trade \.Jas fast losing its 
constituency -- as our weak competitive position meant loss of 
jobs o Our balance-of-payments deficits became an excuse for 
questioning our support for NATO" 
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In other words, we were, frankly, on a collision course with 
elements of a ne\V isolationism -- an isolationism nurtured in 
part by our own economic problems. In a very fundamental way, 
the president's program is designed to counter that threat --
to avoid withdrawal from our responsibilities -- and to maintain 
our international commitments in the decades ahead as in the 
years past. 

Most emphatically, this is not a protectionist policy. 
Most emphatically, this Administration does not intend to 
withdraw within our shores. The United States will continue to 
keep its international commitments in the decades ahead, 
as it has in the decades gone by. 

How strange, then, to see the complaints -- not just from 
abroad, but in some quarters at home. 

In the last few weeks, predictions of catastrophe have 
appeared in the newspapers almost daily. We are risking a 
trade war, one seer says. We have turned protectionist, says 
another. The world stands on the edge of a recession or worse, 
says a third. To these critics, and, I am afraid, to many who 
listen to them, the Administration is a devil. It is accused 
of threatening international order for short-term advantage at 
home. Well, I want to appear before you tonight as the 
Devil's Advocate. 

lId like to talk with you tonight about the fears of the 
Japanese, of the Europeans, and of many Americans, that have 
been expressed to me in the last weeks. I'd like to clear 
away some of the misconceptions about the President's 
international economic policy that cloud the discussions about 
how best to realign America's world economic position and, 
very frankly, threaten its success. 

The import surcharge has been branded by some as a 
protectionist device. It was not intended as such. It will not 
be used as such. It was invoked as a temporary measure to meet 
a critical situation in our international balance of payments 
While discussion took place over other essential measures that 
would replace it. 

The United States -- as the past three months amply 
demonstrate -- does not have available the option of a unilateral 
exchange-rate adjustmentu Any other country in the world could 
have invoked such an option under similar circumstances_ A 
temporary import surcharge achieves much the same effect \\lith 
respect to a large portion of our imports as ~vould be expected 
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from an exchange-rate adjustment. But the surcharge does not 
benefit our exports the wayan exchange-rate adjustment, would. 

In a very real sense, the surcharge is no more than a 
temporary form of partial exchange-rate adjustment, to remain 
in effect only until necessary exchange-rate realignment and 
revisions of trade practices can be negotiated. 

A temporary surcharge is not a new device. Such measures 
have been explicitly recognized by the International Monetary Fund 
as a means of temporarily redressing serious balance of payments 
difficulties. Other major countries have used similar methods 
before -- the French in 1955, the Canadians in 1962, and the 
British in 1964. Trade wars did not ensue. These countries 
acted, temporarily, in response to economic situations that they 
could no longer tolerate. That is precisely what we have done. 

In the circumstances, I _ see no reason for spiraling 
retaliation or a trade war. Nor do I see any prospects of 
either. I do see a period of adjustment, with inevitable 
political as well as economic difficulties, but this adjustment 
cannot be escaped o The only legitimate question is how best to 
make ito 

Our intentions in that respect ought to be plain to any States 
student of our history. Since the Second Worhl War, the United 
has consistently taken the lead in creating a non-
discriminatory world monetary and trade system: 

through our efforts to form the General Agreement on 
Tariffs and Trade; 

through our efforts to facilitate the Bretton Woods 
Agreement; 
through the Marshall plan; 
through maintaining relatively free access to our 
markets; and 

through our aid bilateral and multilateral. 

As a Government, we are no less committed to these principles 
tOday. 

But to maintain that commitment, we must -- I emphasize 
that we must -- maintain our economic strength on fair and 
reasonable terms with the other nations of the world o The 
past quarter century has seen a new balance of economic forces. 
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*ny nations which the United States sought to make strong have 
become strong. It is now time to make sure that the terms on which 
we do business with the rest of the world reflect this balance. 
We have no other option. For American business, and American workers, 
and American farmers will not be satisfied with discrimination, 
or with unfa ir or unba lanced arrangement s. 

There are many here tonight as familiar with the substance 
and symbols of our complaints as I. As I indicated to the 
press in Japan, an American cannot help but be surprised that, 
while a Ford Pinto sells for $2,200 in the United States, it 
sells for more than $5,000 in Japan because of high tariffs and 
discriminatory commodity taxeso Its Japanese competitor, the 
Datsun, sells for less than $2,000 in this country, even with 
the surcharge added" 

Indeed, taxes by weight and horsepower bear heavily on 
American automobiles almost everywhere around the world. Even 
after the Kennedy Round cuts are complete, most of the nations 
of the Group of Ten will still have a tariff of 11 percent 
against the American rate of 3 percent. 

The Japanese recencly liberalized their quota system 
with respect to the importation of live cattle. But when they 
did, they put a tariff of $135 on calves, which is equivalent 
to the total value of a 300-pound calf. 
Is this equitable at a time when Japan is 
increasing its reserves by a billion dollars a month -- at a 
time when their exports this year ran 25 percent above what 
they were in 1970 - - at a time when they have foreign asset 
reserves of $14.1 billion, the second highest in the world. 
~w I applaud them in their dedication. I applaud their efforts. 
~ are not asking them to change their way of life. We are 
aSking them to be fair and reasonable with us. 

At the same time, are we wrong to point out that European 
Hscrimination diverts Japanese goods from those outlets into the 
Irnerican market? The Common Market countries, which make up 
L market comparable to the American market, now accept only five 
lercent of all Japanese exports Q The United States accepts 30 
lercent. Is that fair? 

r will not tell you that all American trading practices 
re pure, for they aren't. But we do have an average tariff among 
he lowest in the world. Our non-tariff barriers more or less 
irror those of other countries. We have quotas, but not an 
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unreasonable number, and our quota levels are generally high 
and provide for orderly expansion. In some cases, the levels are 
so high the quotas go unfilled. The point is that we have 
sought to follow the rules in almost every instance, but many of 
our competitors have ignored them. 

Let me emphasize the vital necessity of achieving more 
realistic currency rateso International exchange problems have 
a way of being so esoteric that they are ignored. For years, 
the United States has stood, like some Atlas, underwriting the 
stability of the world's currency system so that trade could 
go on without uncertainty. But in that process, in other 
countries, the exchange rates lost touch with competitive 
realities. Some countries achieved and maintained an artificially 
low relationship between their currency and the benchmark 
currency -- the dollar. The disciplines and incentives did not 
work to correct the situation gradually. That must be corrected 
and a system found to maintain fair relationships 1n the future. 

I cannot overemphasize the continuing desire of the 
Administration to look outward toward a prosperous world in which 
the United States maintains its full share of responsibility 
and participation. 

As President Nixon has stated: 

"A weak United States will be isolationist 
without question. A strong United States will continue 
to playa role that is responsible in the world. That 
is the reason that I had to take some of these action, 
actions that I know were distressing to some of you, but actions 
that we felt were essential to strengthen the position of the 
United States so that we could continue to be as forthcoming in 
world affairs in the future as we have in the past." 

We do not intend to become provincial. We shall not resort 
to protectionism. We shall carry our burdens on the international 
scene. But to do so it is essential to attain an equilibrium 
in our overall financial balance with the rest of the world. We 
seek no advantage of others" We propose to suffer no disadvantage. 
We seek a balance which will be to the benefit of all the nations. 

Our effort to this end touches the vital interests not only 
of the United States but of many other nations. The adjustments 
are not easy and, without understanding and patience, they cannot 
be achieved. 

Let us make no mistake where the real threat lies. Certainly 
in asKing for baranced trade agreements, but in the failure 
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to obtain such balance, thereby eroding support for outward 
looking policies. Not in temporarily floating exchange rates, 
but in failing to secure a realistic and needed realignment 
of currencies. Not in a temporary and non-discriminatory surcharge, 
but in a sudden 8lashing, across-the-board attack on foreign 
aid, thereby damaging both our security and our humanitarian 
instincts. Not in asking for a fairer sharing of the military 
burden, but in unilateral European troop withdrawals, thereby 
undermining our credibility and prejudicing vital negotions. 

In truth, those who would withdraw from our world 
responsibilities are the true protectionists -- the true 
isolationists. 

I have just heard first-hand throughout Asia the cries 
of alarm over the efforts to scuttle the bilateral aid program 
and reduce our support of multilateral aid. I am aware of the 
deep concern to the Atlantic Alliance -- not from a surcharge 
that has ample precedent -- but from the prospect of unilateral 
troop withdrawals o I am conscious that -- ton often -- it 
seems a lonely effort to fight the forces in the Congress 
seeking to turn this Nation away from the principles of free 
and nondiscriminatory tradeo 

I come to you tonight to frankly seek your help. 

Do not mistake our motives or our objectiveso 

Respect the firmness of our purpose. 

Give us your advice and criticism. 

Above all, during this difficult period of change, let us 
resist those temptations to turn inward upon ourselves, to 
strip our defenses, to withdraw our helping hand. 

At~ake are not narrow or selfish economic goals;beyond 
a fair balance of opportunity, we seek none o The basic issue 
is much broader. It is nothing less than rebuilding the economic 
foundation for p~omoting economic development, military security, 
and the free flow of commerce. 

To fail in our effort would be to fail not only as an 
Administration, nor even as a Nation. At stake is nothing less 
than the foundation for the freedom and security of this 
generation, and those that follow. 

000 
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POST-FREEZE CONTROLS 
Q & A #1 

Office of Pub lic Affairs 
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Washington, D.C. 20507 
Phone: 202-254-3040 

The attached questions and answers are provided as a further 
explanation of the Phase II regUlations issued by the Cost of Living 
Council on Friday, November 12. 
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Q: 

A: 

Q: 

A: 

Q: 

A: 

Q: 

A: 

Q: 

A: 

Q: 

A: 

Do policy rulings issued by the Cost of Living Councilor inter
pretations issued by the Office of Enlergency Preparedness continue 
to be applicable after November 13, 1971? 

Yes, unless such rulings or interpretations are specifically 
altered by regulations or published rulings issued by the Cost 
of Living Council, Pay Board, Price Comn1ission or IRS. 

How does a private citizen or corporation obtain information or 
a ruling with respect to Economic Stabilization Regulations issued 
during the post freeze period? 

IRS will answer inquiries and issue rulings regarding the stabiliza
tion program. All these inquiries should be directed to the 
appropriate IRS District or subdistrict office. All requests 
for rulings should be in writing and directed to appropriate 
IRS District offices. 

How do prenotifiers and reporters obtain prenotification and 
reporting fOnTIs? 

These fOnTIS are available at the local offices of the Internal 
Revenue Service. 

Do different substmltive rules apply to price adjustments or pay 
adjustments depending upon what price category or pay category 
applies? 

No. The same substantive rules apply to price adjustments and 
pay adjustments regardless of what procedural category governs 
a price adjustment or pay adjustment. 

lfuat is an exemption? 

An exemption is a general waiver of the controls for certain classes 
of property, services, or economic transactions. 

What is an exception? 

An exccpt:ion is Ll "\\'Llivcy jn Ll r':;rticuJ2~ coc:r:: of the o.pl'lic:1t:cn 
of the requirements of any order or regulations issued by the 
Council, Pay Board or Price Commission. 
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Q: Who may grant exceptions to regulations concerning the stabilization 
program? 

A: IRS will receive and process applications for exceptions. These 
applications will be forwarded to the Cost of Living Council, the 
Pay Board or Price COTIIDlission, as appropriate, for decision. 

Q: What firms are subj ect to prenotification and reporting? 

A: Finns with annual sales or revenues of $100 million or more are 
subject to prenotification and reporting. In general, these finns 
must prenotify the Price COTIIDlission and obtain approval of proposed 
price increases. In addition, they must file quarterly reports 
with th~ Price COTIIDlission. These are called price category I firms. 
Firms with annual sales or revenues between $50 million and $100 
million nllist file quarterly reports with the Price Commission, but 
they do not need to obtain advance approval of price increases. 
These are called category II firms. 

Q: A firm with less than $50 million in sales in its most recent 
fiscal year is not required to submit quarterly reports or 
notification of price increases to the Price COTIIDlission. How 
is such a firm controlled? 

A: The firm is subject to the rules, regulations and guidelines 
promulgated 'vith respect to pricing. It must keep adequate 
pricing records, and those records are subject to monitoring, 
inspection and audit by the Internal Revenue Service. 

Q: Are a firm's export sales considered in determining its reporting 
classification? 

A: Yes, although exports are exempt from the price freeze, export 
sales are to be included in total annual sales or revenues for 
purposes of determining the category into which a firm falls. 

Q: A corporation or other firm had total sales of less than $50 million 
in its most recent fiscal year. However, the parent organization 
or firm and its subsidiaries had combined total sales during that 
year between $50 million and $100 million. f'..Iust the finn and its 
subsidiaries submit a combined quarterly report of any price increases? 

A: Yes. Por purposes of determining ,,-hc:hcl' 0 f11111 is a lCPCTtj :l~: {i J-~' '. 

the total sales (;£ tilt.: lJ~HClli.. corl.J~-_'llioll or inl.! illlU .Linb \dLlCll iL 
controls directly or indirectly are to be combined as if they were 
a single firm. 
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Q: \-\!hat wage and salary adjustments must be prenotified and approved? 

A: Wage and salary adjustments which affect 5,000 or more employees, 
and all \vage and salary adjusunents for employees in construction 
must be prenotified and approved by the Pay Board hefore they 
are made effective. These are called category I pay adjustments. 

Q: What wage and salary adjustments need only be reported? 

A: Wage and salary adjustments which affect from 1,000 to 5,000 
employees must be reported to the Pay Board. These are called 
category II pay adjustment3.~ 

Q: What controls are applicable to wage and salary adjustments which 
need not be prenotified or reported? 

A: Wage and salary adjustments which affect less than 1,000 employees 
need not be prenotified or reported. However, ,they are subject 
to the general wage standards and compliance will be monitored. 
These are called category III pay adjustments~ 
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FOR IMMEDIATE RELEASE 

The following questions and answers are designed to provide guidance on 
initial decisions reached by the Pay Board. The answers to these questions 
have been developed by the staff of the Pay Board. 

1. 

II. 

Q: What pay adjustments are affected by the new 5.5% general wage 
and salary standard? 

A: The initial 5.5% general wage and salary standard applies to 
labor agreements entered into, on and after November 14, 1971-
It also applies to other pay adjustment decisions made after 
that date whether or not reflected in a formal agreement. 

Q: What about wage increases under existing contracts and pay 
practices? 

A: Pay adjustments under contracts and pay practices existing 
prior to November 14, 1971 are allowed to go into effect. 
If they affect more than 1,000 employees, they must be re
ported to the Pay Board in accordance with regulations to be 
issued by the Pay Board. However, they are subject to review 
by the Pay Board, if challenged, to determine whether any 
increase is unreasonably inconsistent with criteria estab
lished by the Board. The employer may continue to pay the 
increased wage or salary until such time as a determination 
of the challenge is made by the Pay Board. 

Pay adjustments in the building and construction trades, regard
less of the number of employees affected and regardless of when 
agreed upon, must be prenotified to and approved by the Con
struction Industry Stabilization Committee under criteria 
established by the Board. 

III. Q: Can retroactive wage increases be paid? 

A: Pay Board approval is required for any retroactive increases 
covering services performed during the freeze period. This 
approval is not automatic. 



IV. Q: What is the definition of wages and salaries? 

A: Wages and salaries is broadly defined to include cash pay
ments, fringe benefits and all forms of direct and indirect 
remuneration. The definition does not include items which 
are n~t reasonably subject to valuation nor payments made 
under public plans such as Social Security. 

V. Q: Are any employees excluded? 

A: Federal employees whose pay is governed by federal law and 
employees paid at less than the federal minimum wage standard, 
currently $1.60 per hour, are excluded from the application of 
the wage and salary standards. 

VI. Q: Does the 5.5% standard apply to each individual? 

A: No. It will apply to the average increase granted in an 
appropriate employee unit. 

VII. Q: What is meant by appropriate employee unit? 

A: The appropriate employee unit for the measurement of changes in 
wage and salary levels is a group composed of employees in a 
bargaining unit or recognized employee categories in a plant or 
other establishment, or in a department thereof, or in a company, 
or in an industry, as best adapted to preserve contractual or 
historical relationships. 

VIII. Q: Are longevity increases counted as part of the 5.5% standard? 

A: Longevity increases and automatic progression within a rate 
range are allowed to go into effect after November 13, 1971 
according to the terms of plans, agreements, or established 
practices in existence prior to November 14, 1971, without 
regard to the 5.5% general wage standard. 

IX. Q: Are smaller employers required to get Pay Board approval before 
putting wage and salary increases into effect? 

A: Pay adjustments involving less than 1,000 employees do not 
require prenotification or reporting of a wage or salary 
increase. However, the employer must adhere to the 5.5% 
general wage and salary standard in granting increases. 

Pay adjustments in the building and construction trades, regard
less of the number of employees affected, must be prenotified 
to and approved by the Construction Industry Stabilization 
Connnittee. 
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Q. Are professional fees subject to post freeze stabilization program 
controls? 

A. Yes. Such fees are prices which are governed by the regulations 
of the Price Commission dealing with services. They may be 
increased to reflect costs in effect on November 14,1971, and 
cost increase incurred after November 14,1971. However, the 
increase may not raise the person's profit margin as a percentage 
of sales before taxes above the profit margin which prevailed in 
the base period. 

Q. How can a tenant determine what a landlord may charge? 

A. A landlord must keep records and make them available at the 
request of any tenant, prospective tenant, or representative 
of the Price Commission {including the Internal Revenue Service}. 

These records must reflect: 

(1) The base price for the unit (generally - the rental he 
charged for at least 10% of the units like yours during 
the freeze base period); 

(2) The reason for any difference between the base price and 
the maximum price he was allowed to charge you during the 
freeze. 

Q. In determinating which price category applies to a firm, the 
regulations look to annual sales or revenues. What are annual 
sales or revenues? 

A. 

Q: 

A: 

"Annual sales or revenues" means the total income of a firm 
during its most recent fiscal year ending prior to August 15, 
1971, from whatever source derives. 

Maya retailer or wholesaler who does not have 
the required display of base prices in his store 
raise his price? 

No, the Price Co~mission regulations specifically 
require the retal1er or wholesaler to prominently 
~isp1ay the base price of either those 40 items 
1n each department which have the highest sales 
volume or those items which amount to 59% of 
~ota1 dollar sales for the department, whichever 
lS less. These displays must be posted on or 
before January 1, 1972 and no price increases 
are allowed until they are posted. 



Q: May landlords raise rents after November 13, 1971? 

A: It depends on the circumstances. The rent rules 
now provide that the base price for a rental unit 
is the rent charged for the same unit or sub
stantially similar units during the freeze base 
period. This means that if at least 10% of 
similar apartments were being rented for a higher 
price during the period from July 16 - August 14, 
the landlord may raise the rent to that level if 
the lease permits the increase. 

Price increases in leases in which the rental price 
is determined by a formula may take effect. However, 
any increases in the rent based upon the passage 
of time or increases in the consumer price index 
shall not be allowed. 

Increases in rent above the permitted base price 
are prohibited. Further rent guidelines will be 
recommended by the Rent Committee for consideration 
by the Price Commission. 

Q: May prices be raised under existing contracts? 

A: Any increase in prices must be agreed to by the 
parties to the contract. Additionally, any 
increase in prices must be in accordance with 
Price Commission regulations. 

Q: May prices go up more than 2.5 percent? 

A: Yes. Prices are to be set in accordance with Price 
Commission guidelines. The 2.5 percent figure 
represents a goal for average price increases 
across the entire economy. Individual price 
changes may be above or below that figure, depend
ing on allowable cost increases and net profit 
margins. 

Q: What is the base period for profit margin determination? 

A: The base period for profit margin determination for 
manufacturers, wholesalers, retailers and service 
organizations is the average of any two of the 
individual IS or firmls last 3 fiscal years ended 
prior to August 15, 1971. The selection of-the two 
fiscal years is to be made by the individual or firm. 



FOR IMMEDIATE RELEASE 

PRICE COMMISSION 
WASHINGTON, D.C. 

November 16, 1971 

Price Commission Chairman C. Jackson Grayson announced today that 17 

~mendments to the initial Price and Rent Stabilization Regulations of 

November 13, 1971 have been filed for publication in the Federal Register. 

The amended provisions require retailers and wholesalers in the pre

notification class to file information concerning their customary mark

ups before increasing prices. Chairman Grayson pointed out that the 

Regulations already require the posting of "base prices" by retailers for 

selected high-volume items and processed food products before prices are 

raised. 

Another significant amendment requires firms in the prenotification category 

to request a Commission ruling within 72 hours on proposed price increases 

based on long-term contracts made before the freeze, and for price 

increases based on wage increases built into pre-freeze contracts which 

the Pay Board has permitted to take effect. 

Note to Editors: Section 300.081 dealing with loss situations, which 

was contained in the draft regulations issued with Release #4 was deleted 

from the Federal Register of November 13, 1971. The Price Commission is 

developing some clearer and more specific language which will be issued 

in the Federal Register in the near future. 

Release #8 
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Title 6 -- Economic Stabilization 

Chapter III -- Price Commission 

Part 300 -- Price and Rent Stabilization 

Clarification of Price Commission Regulations 

~. 1. The purpose of the amendment contained ln section 2 is to 

mg e Section 300.012 of Title 6, Chapter III, Code of Federal 

;ulations, hereinafter referred to as these regulations, to provide 

rt a manufacturer may charge a price in excess of the base price 

.y to reflect allov]able costs in effect on November l~, 1971 

cost increases incurred after November 14, 1971, reducea to 

leet productivity gains, and subject to the profit-marein-as-

percentage-of-sales limitation. The purpose of the amendments 

tained in section 3 is to insert the v10rd "markup" before 

se period" in subparagraph (a)(l) of Section 300.013, to add 

word "dollar ll before "sales" in subparagraph (b) (1) (ii) of 

tion 300.013 and to provide that highest dollar sales volume 

percentages of totCll dollar sales "in the course of a year" 

to determine the items to be posted in accordance with Section 

. 013 (b) (1) (ii) of these regulations. The purpose of the 

ldrnents contained in section t is to refer to "allowable costs" 

:ead of "allO\-Jable cost", to refer to Itcost increases" instead of 

it increase", and to add the words "over that" before the prmase 

.ch prevailed during the base period." 



The purpose of section 5 is to add "or other appropriate 1eg21 

thority" after "reeu1atory aE;ency" in paragraphs Ca) and (b) 

Section 300.016 of these regulations and to provide for certain 
(,HS 

rtificatic2.--";'~ and reports. The purpose of section 6 is to provide 

re complete guidance as to regulations for 
~ 

paragraph (a) of Section 300.051,~to amend 
A).....J-A. A ! flr-/( "'r 

prenotification firms 
(b) 

subparagraph .0::::! of 
,-t'.L '1- I. "".".») .... IV..4 , 

etion 300.051 to provide;\specialr-:~~=~'~ ~) cress ::-'ef@1?G:1G6-tv 

The purpose of section 7 lS 

add certain reporting requirements to those set forth in Section 

0.052. 

The purpose of section 8 is to amend Section 300.203 to provide 

lat, for prenotification firms, the operation of Section 300.203 

subject to the requirements of Section 300.051 of these regu-

tions. The purpose of section 9 is to change reference to 

art 10" to reference to"Part 101" in Section 300.401. The purpose 

section 10 is to chanE;e Section "301.501" to Section "300~501" 

these regulations. The purpose of section 11 is to provide 

lat guidance contained in paragraph (b) of Section 300.507 of these 

'gulations does not apply to leases of real property exempted In 

~cordance t.Jith Section 300.401 and to subst:itute t:he word "in" 

Ir the word" is" and to insert the \·wrd "after" before the date 

.ugust 14,1971" in the second sentence of subparagraph (b)(l) of 

'etion 300.507. Section 11 also clarifies Prlce Corr.IT'.ission regul

'ions as to sales and leases of real property by placing provisions 

lating to the leasing of real property not previously leased in 

~paragraph (b) (2) of Section 300.507 and provisions as to sub

:antial capital improvements in subparagraph (b) (3) of Section 



0.507 instead of In paragraph (b) of Section 300.509. 

ction 11 further provides that property which has ~ndergone a 

bstantial capital improvement shall be treated as property' not 

eviously leased for the purpose of computing abase price, 

ovided, however~ that the base price may not be increased over 

3 

e monthly rental charged before the substantial capital improvement 

s initiated by more than 1 1/2 percent of the cost of such capital 

prove~ent. The purpose of section 12 is to delete the word 

unction" from the second sentence of paragraph (c) of Section 

0.509 and to renumber paragraphs (c), (d), (e) and (f) of 'Section 
. 

),509 to paragraphs (b), (c), (d») and (e) of Section 300.509. 



Sec. 2. Section 300.012 of these reiulations 1S hereby amended 

read as follm-ls: 

JOO.012 t1anufacturers. 

A manufacturer may charge a pr1ce in excess of the base pr1ce 
only 

; determined under Subpart r of this part),/to reflect allowable 

its in effect on November ll~, 1971, and cost increases incurred 

tel' November 14, 1971, reduced to reflect product i vi ty gains; 

wided, hO'.-lever, that the effect of all of a manufacturer's price 

mges is not to increase its profit marg1n as a percenta&e of 

les, before income taxes, over that which prevailed during the 

se period (as defined in § 300.101). 

Sec. 3. Subparagraphs (a)(l) and (b)(l)(ii) of Section 300.013 

these regulations are hereby amended to read as follows: 

300.013 Retailers and wholesalers. 

(a) In general. -:;* ~': 

(1) The customary initial percentage markup Hith respect to 

e property sold is equal to or less than such person's customary 

itial percentag~ markup which prevailed during the markup base 

riod (as defined 1n § 300.101), provided 

(2) The effect of all such person's price changes is not to 

crease its profit margin as a percentage of s~les, before income 

xes, over that which prevailed during the base period. 

(b) Posting reauirement. .. (1) A retailer is required to display 

ominently at the place of sale, base prices with respect to: 

(i) All food products (except those which are exempt under the 

ovisions of § 300.40l); and 



(ii) Th6se 40 items in each department which have the high~~t 

lar sales volume in the course of a year, or those items which 

ount for 50 percent of total dollar sales in each department in 

course of a year whichever is less . .. 
h base prices must be posted on or before January 1, 1972. 

increase in price is allowable under paragraph (a) of this 

tion until such base prices have been posted. 

* * 
Sec. q. Section 300.014 of these regulations is hereby amended 

read as follows: 

300.014 Service orBani za tion s . 

A person \'Jhich is a service organizaticn may charge a price in 
--t'O 

:ess of the base price with respect ~ the furnishing of services 

the leasing of personal property only to reflect allowable 

its in effect on November 14, 1971, and cost increases incurred 

:er Nover:lber 14, 1971, reduced to reflect productivity ga~ns; 

widcd, however, That such increased price ~ha11 not result in 

increase in such person's profit margin as a percentage of 

~es, before income taxes, over that Hhich prevai1e~ dUl""ing the 

;e period. 

Sec. 5 Paragraphs (a) and (b) of Section 300.016 of these 

~lations are hereby amended to read as follows: 

300.016 Regulated public utilities. 

(a) I 1 n genera. A person which is a regulated pu~lic utility 

defined in section 7701 (a) (33) of the Internal Revenue Code 

1954 (26 U.S.C. section 7701 (a)(33» may charge a price, rate, 



~ tariff in excess of the base price if such increase has been 
otJ,tr 

)proved by a regulatory agency or -Z;c:.-n'l" app'!:"opriate. legal authority. 

regutated person who had gross receipts of $100 million or more 

Iring its most recent fiscal year shall inform the Price Commission 

,writing of any agency order or order of other appropriate legal 

~hority granting an increase and of any other authorized increase. 

regulated person vlho had gross receipts bet,,""een $ 50 millio.n and 

00 million during its most recent fiscal year C--HE~ng e:-l or be:'o:-€ 

V€F..be.r-l3, 1-9 7~ shall irrunediately notify the Cor!unission in vlri ting 

any agency order or order of other appropriate legal authority 

mting an increase and of any other authorized increase. 

(b) Special rule. In the case of rate increas~which were 

~oved by a regUlatory agency or other appropriate legal authority 

'ore November 14, 1971, but Hhich were not pernitted to take 

ect due to Executive Order 11615, such rate increase may take 

eet vlith respect to transactions occurring after November· 13, 1971. 

ever, before such increases may take effect, such regulatory 

ncy or other appropriate legal authority shall reviev} such 

reases Hi th regard to their consistency Hi th the 
l.t 

pprposes of the 

10mic Stabilization Act of 1970, as amended, .and certify that any 

1 increases or adjusted increases are consistent with such 

~ses. Such certification, together with a report of the increased 

Schedule thus put into effect, shoVling the amount of such 

'eased rates, shall immediately be supplied to the Cormnission by 

regUlated person which receives such certification and which 

gross receipts of $50 million or more during its most recent 

al year. 
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Sec. 6. Paragraphs (a) and (b) of Section 300.051 of these 

~gulations are hereby amended to read a~ follows: 

300.051 Prenotification firms. 

(a) In general. A manufacturer or a person which is a service 

~nization which is a prenotification firm (as defined in ~ 301.101) 
~ 

not charge a price in excess of the base price or charge an 

~reased price in accordance with price changes resulting from 

lculation of a base price under Subpart F of this part before the 

Lce Corrmission has approved such increased price. In the event 

Price Commission· does not act upon a requested price increase 

:hin 30 days after receipt by the Price Co~~ission of the request 

~uch increase, such increase may go into effect. 

A retailer or wholesaler which is a prenotification firm may 

charge a price in excess of the base price before filing with 

Price COTh~ission notification of his custo~ary initial per-

tage markups in such form and containing such information as 

be prescribed by the Price Co~uission. After such filing and 

er posting of base prices as required by § 300.013 (b), 

ailers' and wholesalers ' prices may be adjusted So long as such 

ustments do not operate to increase the customary initial per

tage markup above that authorized by § 300.013 and so long as 

effect of all such person's ~rice changes is not to increase 

profit margin as a percentage of sales, before ~ncome taxes, 

r that which prevailed during the base pe~iod. 



(b) Special provisions. If, after November 13, 1971) 

and through December 31, 1971, a person which is a prenotif-

ication firm submits a prenotification to the Pri~e Commisiion 

and the Commission has not challenged the proposed price Qdjust-

men~within 72 hours after receipt of such prenotification, 

such price adjtistmcnts with respect to the following may be 

placed in effect: 

(1) Price adjustments resulting from calculation of a base 

price under Subpart F. 

(2) Price adjustments resulting from the operation of § 

300.203 of Subpart A: 

(3) l-ripe adj~lstments Hhich reflect increases in costp of . 
~'\..Utt1~ .;tc b~ClG:..t~ -C/~ P-<:t f'l/V'c-CZ-e.?-;v'.,4,\· Llt~-£;(-.-t.·c'/i~ /.;J~t..:.".~!'-1 l'fllf 7/ 
labor. Vlhich become effective tiuring the period af-tr.er November 13, 

I-

1971 through December 31, 1971. 

(~) Price adjustments which were announced or posted prior 

to August 15, 1971. 

These special prenotification provisions do not authorize 

price increases not otherwise allo~able under these regulaTions. 

* * * * * 



Sec. 7. Paragraph (a) of Section 300.052 of these regulations 

is hereby amended to read as follows: 

§ 300.052 Reporting firr:1s. 

(a) In genera 1. A person which is a reporting firm shall file 

a quarterly report with the Price Commission in the form provided 

in paragraph (b) of this section within 15 days after the end of 
e~C.h 
~~ fiscal quarter co~~encing with its first fiscal quarter 

ending after November 13, 1971. In addition, such person shall 

report to the Co~~ission with respect to price changes resulting 

from calculation of a base price under Subpart F of this' part or 

from the operation of § 300.203, relating to contracts entered 

into prior to August 15, 1971. 



Sec, 8. Section 300.203 of these regulations 15 hereby 

amended to read as follows: 

§300.203 Contrdcts entered into prior to f,lICjUSt l5! 1971. 

The price specified in any binding contract for the sale 

of property or services entered into prior to August 15, 1971, 

with respect to any delivery or performance occurring after 

November 13, 1971 t shall be allowable provided that the con-

t r act p ric e s hal 1 not e x c e edt hat a [I. 0 1I nt\'/ h i c h \,I 0 u 1 d res u 1 t 

in an increase in thE person.'s profit margin as a pe~centage 

of sales, before income taxes, over that prevailing during the 

bas e per i 0 d, pro v ide d I h 0 I': e II e r, t hat ape r son \',' hie h, i sap r e not i 

f i cat ion fir m m u s t COIl ply \·Ii t h the r e qui rem e n t s 0 f, § 3 0 0 . 0 5 1 . 

Sec. 9. Section 300.401 of these regulations is hereby 

amended to read as follows: 

S 300. 401 [ x e r: [l t ; 0 n s . 

The provisions of the Part 300 shall apply to all trans

actions involving the sale or lease of property and services 

except those enumerated in Subpart 0 of Part 101 of this title. 

Sec. 10. Section 301.501 of these regulations is hereby 

amended to read as follows: 

§ 300.501 In ocncr21 

* * * * * 
Sec. 11, Paragraph (b) of Section 300.507 pf these regu

lations is hereby amended to read as follows: 

§ 300.507 Sales and leases of real rrorertv. 

(a) Sales of real prorcrtv. This section ~pplies to 

sa 1 e S 0 f rea 1 pro per t y no t ex e m p t cd un d e r § 3 0 0 . ~ 0 1. The bas c 



1/ 
pr1ce with respect to the sale of any interest in real 

property which is held by the person for sale in the ordin

ary course of trade or business is the highest price r~ceived 

with respect to the same type of interest in similar real 

property during the freeze base period. In the case of a 
of an interest in real property which is not held for sale 

sale in the ordinary course of a trade or business, such 

interest shall be deemed to be a new property for purposes 

of paragraph (c) qf § 300.509. 

(b) Leases of real property---(l) Tn sene~. This 

section applies to leases of real property not exempted under 

.§ 300.401. The base price for a lease of an interest in real 

propc~ty is the highest price charged by the person with 

respect to the same or substantially identical rental units 

in a sUbstantial number of transactions during the freeze 

base period. A provision in a lease of an interest in real 

property executed prior to August 15, 1971 J which provides for 

an increased rental to take effect after August 14, 1971, may 

take effect after november 13, 1971, to the extent such increasec 

rental does not exceed the base price for the rental of such 

real property. 

(2) Property not previously 1eased. In the case of a 

person offering real property for lease which was never pre

viously leased, the base price shall be determined by a compu

tation based on the average arms-len~th price received by 

persons leasing comparable prop~rty in the same marketing area. 

For purposes of determining the average price referred to in 

the Preceding sentence, only a quantity of transactions which 



/d-
is «ot insubstantial in relation to the total number of such 

transactions need be taken into consideration. 

(3) Capital improvements. A property, or part thereof, 

~hich undergoes a substantial capital improvement, which 

property} after completion of the improvement) does not qual

ify as a rehabilitated dwelling under the standards contained 

in § 101.32(g)(2)(i)(b), shall be treated as a property not 

previously leased under subparagraph (2) of this paragraph, 

Qroviderl)however, that the base price for ~uch improved 

property, or part thereof. may not be increased over the 

monthly rental charged before the improvement was initiated 

by more than 1 1/2 percent of the cost of the substantial 
allocable to the propet~ty or rart thereof. 

capital improvementl For purposes of this subparagraph, a 

SUbstantial capital improvement means a permanent improvement 

or betterment made to increase the value of the property or to 

restore the property, or part thereof, the cost of which equals 

or exceeds at least three months' rent and exceeds $250. 

(4) Pl~orerty vacant durina the freeze base pE'rio~. If 

the property had been vacant for more than 1 year prior to the 

'beginning of the lease period the provisions of subparagraph (2) 

of this paragraph shall apply. 

Sec. 12. Section 300.509 of these regulations is hereby 

amended to read as follows: 

§ 300.509 New property and new services. 

(a) In Qeneral . ... For purposes of this seciion. new 

property or new services means property or services which the 

person has not offered for sale (or. lease in the case of 

property) at an.y time during the l-year period immediately 



/3 
preceding the date on which the person is offering the property 

or service for sale. 

(b) Eersonal property or services. Personal property 

or services shall be deemed new if substantially different 

from other property or services in purpose} function, quality, 

or technology or if the use of such property or service effects 

a substantially different result. Property or services that 

differ from other property or services only in appearance, 

arrangement) or combination shall not be considered as new. 

A change in fashion, style.form. or packaqinq will not ordin

arily be deemed to create a new property or service. A prop

erty, or part thereof, which undergoes a substanti~l capital 

improvement shall be treated as new property for purpo~es of 

a lease. For purposes of this paragraph, a substantial cap

ital improvement means a permanent improvement or betterment 

made to increase the value of the property or to restore the 

property, the cost of which equals or exceeds at least 3 

months' rent and which exceeds $100. 

(c) ~ase price determination. In the ~~se of a perspn 

offering new property or services, the base price shall be 

deemed to be. at the election of such person J either---

(1 ) The price determined under the method prescribed in 

paragraph (d) of this section. or 

(2) The price determined under the method prescribed i n 

paragraph (e) of this section. 



(d) First method. The method referred to in paragraph 

(e){l) of this section is a method by which a person may 

determine the price with respect to new property or se~vices 

by a computation based on the unit cost (including direct 

and indirect costs) of a similar property or service of such 

person plus a factor for profit (before income taxes) which 

equals the profit rate actually earned with respect to such 

similar property or services. The rules in this paragraph 

shall not be applicable to transactions involving property 

or services with respect to which the person offers no other 

property or ~ervices which are similar thereto. 

(e) Second method. The method referred to in paragraph 

(c)(2) Of~hiS section is a method by which a person may deter

mine the price with respect to new property or services by a 

computation based on the average prices received in a substan

tial number of arms-length transactions by persons selling or 

leasin~ comparable property or services in the same marketing 

area. 

Because the purpose of this Price Commission amendment 

is to provide immediate guidance as to the price and rent 

stabilization rules applicable after November 13. 1971. it is 

hereby found impracticable to issue this Price Commission 

regulation with notice and public procedure thereon under 5 

5 U,S,C. , section 533(b). or subject to the effective date 

limitation of 5 U.S.C., section 553(d). 



This amendment shall become effective as of November 

14, 1971. 

Dated: November 15,1971. 

Chairman 

;: 

. () • ./"I . /- /'./ Y : // 
". /""- ,". ~ - "r, ,\,,, • ',: . (~) f {/. '-.' ,/. ,(/U,:/" ,/( -j/, ,'--' ; .' /£/ 

(;. J a c k son G ray son, J r', , 
of the Price Commission. 



FOR RELEASE AT 1:00 P.M., EST 

REMARKS BY THE HONORABLE JOHN R. PETTY 
ASSISTANT SECRETARY OF THE TREASURY 

FOR INTERNATIONAL AFFAIRS 
BEFORE THE BUSINESS OUTLOOK LUNCHEON 

OF THE WINTERS NATIONAL BANK AND TRUST COMPANY 
SHERATON-DAYTON HOTEL, DAYTON, OHIO 

WEDNESDAY, NOVEMBER 17, 1971 

We are only three months away from that day in August 
when all the assumptions involved in both domestic and 
international economic forecasting were preempted by a 
thirty-minute speech by President Nixon. Today, in assess
ing the business outlook, I imagine the biggest uncertainty 
in your mind is whether the President's New Economic Program 
will work. 

In essence the critical variable in economic forecast
ing this year has become the businessman's judgment of 
whether or not the President's political appraisal was 
correct when he said that the American people wanted 
and would support a dynamic economic program designed to 
break the back of inflation and invigorate the U.S. economy. 

I say political judgment because, as we stand at the 
beginning of Phase Two, whether a program of this type will 
work is fundamentally a political matter, not an economic 
matter. It must be a politically acceptable program if the 
employer and employee are to join together and accept a 
common objective. It must be a political judgment which 
designs a program capable of obtaining support of an 
opposition Congress. It must be a political decision 
that accurately gauges the mood of a nation when placing 
Upon the people a burden, a self denial, an added effort, 
Which they accept because the alternative is unattractive 
and because the prospects of success are reasonably clear. 

Breaking the back of inflation and particularly the 
inflationary psychology had to be the initial feature of 
the New Economic Program. 

C-202 
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On August 15, President Nixon diagnosed that the 
problem with our economy was a lack of economic vitality. 
The symptoms were dominated by inflationary expectations 
which robbed savings. Continued inflation contributed to 
a sense of helplessness for the wage earner who was lacking 
confidence in his ability to increase his purchasing power. 
Wage increases never seemed to catch up to price increases. 

Business felt the ever increasing pressure of costs -
in raw materials, in interest rates, and in wages. Small 
wonder it moved quickly ahead in pricing its products to 
stay even -- or get ahead of the inflationary game. 

Perhaps what was most symptomatic was a general feeling 
of the inevitability of these rises in prices and costs. 

The distortions in our domestic economy -- a product 
of many influences over a long period of time -- have their 
international counterparts in a series of misaligned exchange 
rates and restrictive trading barriers and practices which 
are inappropriate and inconsistent with a liberal world 
trading order. The time came when strong corrective measures 
were necessary. 

Accordingly, the President's economic program had to 
be no less bold in the international area. The import sur
charge was the counterpart to the domestic wage and price 
freeze. It was applied across the board, covering dutiable 
imports of all nations -- promising a brief duration if 
tangible progress could be made toward adjusting the 
inequities of the trading and balance of payments system. 

In the era when the international economic interests 
of the United States were not on the top rung of the prior
ities' ladder and when the national interest of the United 
States was thought of primarily in terms of over-all inter
national political and military goals, our trading partners 
could frequently anticipate that we would endure many things 
economically in order to help solve a problem politically. 
These anticipations are no longer valid for their premises 
are no longer tenable; economic viability must be present if 
political commitments are to be sustainable. Our resolve to 
reverse these expectations abroad is clear, but there should 
be little surprise that that resolve is now being tested. 
There should be little surprise as well that those comfortable 
with the expectations of the past speak with concern of the 
future. 
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As a daily practitioner in this area, there is no 
doubt in my mind that over the years the gap between the 
United states and its major trading partners in the relative 
priority attached to the furthering of international economic 
interests has tended to sap our economic strength. Moreover, 
it has inadvertently weakened the domestic constituency so 
necessary to the preservation and expansion of a liberal 
and outward-looking economic and political policy for the 
united states. This is of great concern because an inward
looking economic policy is bound to be followed by a much 
narrower foreign political policy. This the United States 
cannot afford. This President Nixon is determined not to 
permit. 

In essence, the United States is seeking to restore a 
strong footing in order that we can push ahead to a more 
open trading system. This cannot be done from a position 
of either domestic or international economic weakness. It 
cannot be done within a system of unbalanced agreements 
where we find ourselves disadvantaged. This is why we seek 
~ realignment in exchange rates, in defense burdens, and in 
trading practices. 

And I want to emphasize that the $13 billion adjustment 
which we seek in our balance of payments position is based 
on sound and conservative economic projections. This is 
not just a negotiating figure. Such an improvement is 
essential to achieving a sustainable position for the dollar. 

What does all this mean for those now engaged in 
planning? It should mean, at the very least, that this 
Administration knew whereupon it embarked on August 15; 
that the Administration recognizes that follow-through to 
the New Economic Program is critical to its success; and 
that this Administration has not only the means but the 
determination to see it through. 

While our official projections for next year are not 
completed, it seems to me that the broad outlines of the 
domestic outlook are already in focus. There are, of course, 
some uncertainties in the picture, but, by and large, the 
domestic economic outlook has improved greatly in recent 
months. 

There will be a broad and balanced domestic expansion. 
All of the major sectors of the economy will be sharing in 
this advance. In contrast to this year, there will be a 
good deal more real growth and less inflation. Both the 
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unemployment rate and the inflation rate should be falling 
in 1972. 

Chairman McCracken of the Council of Economic Advisers 
has estimated the net stimulative effect from the August 
economic measures at about an extra $15 billion of Gross 
National Product. Depending upon productivity and other 
developments, this could translate into 500,000 to 1,000,000 
extra jobs. 

We are building on a much more solid base for economic 
expansion now that inflationary pressures are under control. 
Interest rates have fallen dramatically in recent months 
reflecting a turn away from expectations of continued 
inflation. The stock market has been in the doldrums 
recently but should react to the broad economic expansion 
now underway. 

Now that's my outlook. 

I believe that that goes to the heart of the implicit 
assumption inherent in economic forecasting which I men
tioned earlier, that is, whether the New Economic Program 
will work. 

It is my unreserved judgment that those who hang back, 
those who are timid in investment, those who take a "wait 
and see" attitude w~ll be left standing at the station 
when the accelerating American economy gets rapidly under
way. 

While this judgment is well supported by the economists 
of the Administration, it is also flavored by my own con
viction that the President's New Economic Policy is well 
balanced between restraint and reward; it is a realistic 
program leading in a direction all aspects of the American 
economy may embrace. 

000 
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PROGRESS REPORT ON TAXATION OF FOREIGN SOURCE INCOME 

Two years ago Assistant Secretary Edwin S. Cohen was 
the principal speaker at the Tax Session of the National 
Foreign Trade Convention and spoke to you on "Reform in 
Taxation of Foreign Source Income." My remarks this after
noon are in the nature of a progress report, and a request 
for comments on a number of possible changes which I will 
outline in some detail. 

In his 1969 remarks, Mr. Cohen specifically discussed 
seven major items: 

1. Basic reform, which included consideration of 
ending deferral of foreign source income or the other pole 
of exempting direct investment income. 

2. Modification of section 367 which requires an 
advanced determination by the Internal Revenue Service that 
the avoidance of Federal income taxes is not a principal 
purpose of the transaction as a condition for tax-free 
treatment of an organization, reorganization or liquidation 
of a foreign corporation. 

3. Revision of the regulations under section 482 which 
authorizes the Internal Revenue Service to allocate income 
between related taxpayers when they have not dealt on an 
arm's-length basis. 

4. Foreign tax credit problems. 

5. Section 956 which generally provides that invest
ments in United States property by controlled foreign 
corporations will be treated as dividends paid to the U. S. 
shareholders. 
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6. Simplification within the existing structure. 

7. A proposal for a domestic international sales 
corporation. 

With regard to the last item, this was the first public 
discussion of the DISC concept. 

Mr. Cohen also articulated certain guiding principles, 
including: a desire to simplify an overly complex structure; 
a purpose to treat export income fairly as compared to income 
from foreign manufacturing; a feeling that tax preferences 
must withstand the test of a cost-benefit analysis; a recogni
tion of jurisdictional limits on the right to taxi and a 
resolve to do more to prevent the use of international boundari9 
for tax evasion. 

While we have not yet fully accomplished any of our goals, 
we have made fair progress. There remains much to be done, 
and in that connection I will try to give you an idea of how 
I view our priorities for the next six months or so. 

Our Progress 

First, the areas in which we have made considerable 
progress - section 367, section 482, investments in U. S. 
property, DISC, and international tax evasion. 

Section 367. Our work on section 367 reform is nearing 
the point where specific legislative proposals will be ready 
for presentation to Congress. I have previously indicated my 
thinking in this area and we have received a number of helpful 
comments. We have, in general, developed a Treasury position 
in consultation with the staff of the Joint Committee on 
Internal Revenue Taxation. We are now in the process of per
fecting draft legislation and seeking Executive Branch clear
ance which is secured before making legislative recommendations 
to Congress. 

Briefly, we are considering replacing, for many situatioM, 
the concept of "a plan having as one of its principal purposes 
the avoidance of Federal income taxes" I with specific rules for 
taxation, exemption or carry-over or tax attributes. While 
these rules will add lines to the Internal Revenue Code and 
pages to the regulations, they will result in considerable 
simplification for taxpayers now subject to section 367. 



- 3 -

Section 482. As for modiflcatj;:)n of U'k ,7' ,<,J"', < 

regulations, we have undertaken and comp:ete~ ~ s~~dy 0~ 
section 482 cases. We hope to publish th2 resl~lts of' our 
study shortly. We are also actively working Oh specific 
modifications to the regulations as they apply t.o :i n+-.:c:::'
company pricing. Modifications we develop will, I)f CGUr3e r 
be published in proposed form and will not be finalized un~il 
the comments received have been carefully studied. 

It is not our purpose to abandon section 432 and the 
concept of arm's-length dealing between related :-:axpayers. 
Rather, it is our hope to develop amen~~ents to the regula
tions which-will considerably simplify the task of taxpayers 
seeking to set prices in compliance with the requirements of 
section 482, and the task of taxpayers and the Internal 
Revenue Service in arriving at an appropriate djsposition of 
a case on audit. 

Our present thinking is to provide -t.hat if the taxpayer 
can establish prices which meet anyone of a nuwJer or 
alternative tests, these prices should be accepted unless the 
Internal Revenue Service shows that some other method of 
establishing prices is clearly more appropri.ate in the circum
stances. In our view, if the tests are generally reflective 
of arm's-length prices in most cases, it is root necessary to 
provide a complicated hierarchy in an attempt to arrive at the 
precise arm's-length price. Indeed, precision in these matters, 
regardless of the formula used, is typically j_llt'~sory. In 
addition to the tests now in the regulations, we would add new 
tests, such as the proportionate profits test. We will retain 
only one priority method--prices established in sales by the 
taxpayer (or a related person) of the same goods to an arm's
length customer. 

Section 956. In his 1969 remarks, Mr. Cohen referred to 
section 956 of the Internal Revenue Code which provides for 
current taxation of the income of controlled foreign corpora
tions when such income is invested in certain types of United 
States property. In our view this provision should apply only 
where the controlled foreign corporation makes a loan to a 
related United States person or is otherwise furnishing funds 
to a related person. Moreover, it would seem desirable to 
permit short term loans to related U.S. oersons as long as a 
series of such loans were not used as a ~ubstitute for dividends. 

I might note that the House Ways and Heans Committee 
recently ordered reported out a bill, H.R. 10646, which woul.d 
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:'lake such 0. change but only in the case of loans or acqulsl
tions bv banks or other financial institutions. There seems 
to bs cc,nsiderable interest in the Senate Finance Conunittee 
in liberalizing section 956 and it is possible that legisla
tion going beyond the Ways and Means bill could emerge. 

DISC. As you probably know, we have expended much of 
cur energy in developing the DISC proposal under which 
export profits derived through a qualifying domestic corpora
tion would be deferred until distributed to the U. S. parent 
or other U. S. stockholders. 

There are three versions of DISC: The Treasury proposal, 
the House bill and the Senate Finance Committee revision. The 
Treasury version was submitted to the House Ways and Means 
Committee by Secretary Connally on September 8, 1971 as one 
of the four tax recommendations in the President's New Economic 
Policy. The House incorporated the DISC in H.R. 10947, the 
~ropos2d Revenue Act of 1971, but limited the deferral to 
profits on those exports which exceed 75 percent of exports 
during 1968 to 1970. The Senate Finance Committee rejected 
the in~r2mental approach for what we believe to be sound 
reasons, but at the same time did not accept the complete 
Treas ,1.:::} rn-op.Jsal. The Finance Committee modified the Treasury 
pLopcsaJ in three significant ways: 

First, it provided that profits earned during the 
next ten years (until January 1, 1982) could be deferred. 
Such profits would continue to be deferred in subsequent 
years as long as the DISC requirements continued to be 
met. Profits earned in 1982 and thereafter would be 
deferred only if DISC is extended by Congress. In order 
to help Congress in deciding whether to extend DISC the 
Senate Finance bill provides for a report by the Presi
dent to Congress, by the end of 1980, on the tax struc
tures of the United States and foreign countries with 
respect to such items as tax holidays or grants available 
to exporters, other income tax benefits to exporters, 
border tax charges or rebates, financial or tariff con
cessions aV0ilable to exporters, taxation of foreign 
sales subsidiaries and permanent establishments abroad, 
and rules and practices on the allocation of income 
between related entities. 

Second, the Finance Committee was concerned about 
the possible use of deferred DISC profits in foreign 
cauntrles, and therefore developed a provision under which 



DISC profl. LS deferred in the form of "producer's 
loans" wou:d become taxable in an amount, if any, 
by whicL expc:nditures of the parent or related 
companies for pl3!1t and equipment abroad exceeded 
certain cU3tUPd.::::-Y foreign sources of funds. These 
are funds derived from foreign borrowings, depreciation 
of foreign assets, 50 percent of the earnings of foreign 
subsidiaries and branches, and 50 percent of the royal
ties and fses paid by foreign subsidiaries to domestic 
member.s of "the group. If this provision becomes law, 
we would seek to draft the regulations so as to reduce 
to a minimum the documentation required to establish 
that funds from these sources had been used for financ
lng foreign plant and equipment. 

Third, 
deferral to 
the DISC. 
limitation 
deleted. 

the Senate Finance Committee limited the 
ene-half of the export profits earned by 

In our view this is the most serious 
on the DISC and we will urge that it be 

A final decision on DISC should be made shortly. The 
Senate is schedl11ed to vote on DISC today. 

International tax evasion. Considerable progress has 
also been made in the last two years in dealing with inter
national tax evasion. 

We have reexamined the provisions in our income tax 
treaties for exchanges of information with a view to assuring 
that these provisions will be fully utilized by the Internal 
Revenue Service in connection with its international enforce
ment activities. An important result of this effort is 
reflected in the decision of the Swiss Federal Court in the 
case of X v. Federal Tax Administration, a translation of 
which has been published in the United States. That decision 
overruled a series of objections to the Swiss Federal Tax 
Administration furnishing information obtained from a Swiss 
bank to the Internal Revenue Service under the convention 
between Switzerland and the United States in a case involving 
"aggravated fraud." 

Another highlight is the enactment of H. R. 91 - 508 
which includes provisions on recordkeeping and reporting by 
U. S. financial institutions and on reporting exports and 
imports of currency by anyone. Regulations under this Act 
were published in proposed form on June 10, 1971 and it is 
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anticipated that final regulations will be issued shortly. 
The new question on the tax returns with respect to the 
ownership of, and signature authority over, foreign bank 
and other accounts, which is authorized by this Act as well 
as by the Internal Revenue Code, is also part of this effort. 

Discussions are continuing on a proposed treaty for 
mutual assistance in criminal matters with Switzerland 
which would emphasize assistance in the fight against organ
ized crime. 

Our Difficulties 

As I have indicated, two years ago Mr. Cohen discussed 
the possibility of basic reform in the taxation of foreign 
source income. He recognized that it might well be desirable 
to retain the present structure and attempt to improve it. He 
also offered for consideration the possibility that it might 
make sense to exempt from U. S. tax direct investment income 
derived from those countries where the tax burden was generally 
as high or higher than ours. He suggested that an exemption, 
or limited territoriality, approach might offer considerable 
simplification as compared to our current system. Presently 
income from foreign direct investment is subject to U. S. tax, 
but this tax is then offset by the foreign tax credit. The 
thought was that simply exempting this income would be simpler 
than this two-step process and would largely achieve the same 
result -- recognition of the primary tax jurisdiction of the 
country of the source of business income. 

A limited territoriality system was also considered and 
recommended by the Alexander Task Force, the report of which 
was published in September 1970. 

We have worked further on a limited territoriality 
approach and have met with a number of groups on it. When 
time permits, we plan to continue our work on this possibility, 
but so far we have not been able to develop a formula which 
meets the twin goals of simplification and-tax equity. 

If simplification were our only goal, the best approach 
would be to adopt a system of full territoriality and exempt 
all foreign direct investment income. However, we have felt 
that it is necessary and appropriate to avoid a situation 
under which income, which has not been subject to substantial 
tax abroad, is paid over to the U. S. owners without any 
liability for U. S. tax. We believe that the U. S. public 
would judge this an unwarranted departure from tax equity and 
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would accept some complexity in order to preven~ ~hlS result, 
even where the amount of revenue involved might not be great 
in terms of our National Budget. 

If we retain the current system for taxing foreign 
source income in its broad outlines, it is our ~eeling that 
we should do everything possible to ma.k.e it WCTk Iaore simply. 
Some of the projects to which I have already referred are 
designed to accomplish this purpos,~, especially the proposed 
modifications to section 367 and the regulations under 
section 482. 

The concept of simplification is not. I am afraid, 
unambiguous. For example, while many peopl.=; n~~gh t think a 
relatively brief rule is simple, in reality a more elaborate 
set of rules might indeed simplify the efforts of taxpayers 
who are seeking to comply. As previously indicated, this is 
certainly the case in our thinking about section 367. 

It is interesting to note that while we have received 
a fair number of comments on our plans for modifying section 
367, no one has suggested that the detail which would be 
provided would constitute anything but simplification. The 
only suggestion we have received along these lines is that 
we try to put as much of the detail in the regu.lations as 
possible, and we will try to do this. Similarly. by adding 
alternative methods for establishing arm's~length prices, 
the regulations under section 482 would become longer, but 
again this would simplify matters for taxpayers subject to 
section 482. 

On the other hand, a number of problems in the taxation 
of foreign source income have been perceived -- cases where 
taxpayers have with justification claimed that the current 
law treats them unfairly and cases where the current law 
permits taxpayers to avoid tax that fairly should be paid. 
In developing solutions to these problems I am afraid we, 
and our predecessors, have added some additional complexity 
to the rules for taxing foreign source income. Perhaps we 
have been overzealous in attempting to close loopholes and 
too responsive in dealing with complaints of taxpayers, or 
perhaps we have tried too hard to do ourlA"crk with the type of 
precision which has become characteristic of the tax law. 

. The core of our system for taxing foreign source income 
lS the foreign tax credit, and this should be included in 
attempts to achieve simplification within our current structure. 
We have not yet spent adequate time cn this, but hope to do so 
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in the not too distant future. As part of this effort we 
will reconsider the reporting requirements and the methods 
used by Revenue agents in auditing the foreign tax credit. 

Our Prioritles 

It might be useful for you to have an idea of our current 
priorities with respect to other international tax matters. 
Before listing them, however, a few caveats are in order. 
Economic conditions change rapidly and such changes could 
importantly affect our work. Moreover, international tax 
matters must compete with other subjects within the juris
diction of the Ways and Means Committee and the Senate Finance 
Committee for time. In addition to tax matters, these Com
mittees have jurisdiction over trade, social security, and 
other legislation. It should also be noted that much of the 
important international tax work of the Treasury Department 
is outside of the legislative area, involving such vehicles 
as tax treaties and regulations. A prime example is our 
effort to revise the section 482 pricing regulations. 

I will now turn to our priori ties, aside from tax treaties. 

Assuming DISC becomes law we will make every effort to 
offer prompt guidance to taxpayers who are considering 
channeling their exports through such corporations. This 
will include the dpvelopment of proposed and final regulations, 
the preparation of explanatory guides in nontechnical language 
and an intensive taxpayer assistance program. 

An area that has been neglected for too long a time and 
which deserves immediate consideration are the regulations 
with respect to the allocation of deductions between foreign 
source income and United States source income. The most 
important ramification of these regulations is their effect 
on the computation of the foreign credit tax limitation. This 
limitation is becoming increasingly important as foreign tax 
rates, including withholding taxes on dividend distributions, 
cree~ upward beyond the United States corporate tax rate. 

In this connection I should note that we have delayed 
issuing part of the regulations on the taxation of nonresident 
aliens on lie ffecti 'Ie ly connected" income pending further progress 
on the rules :or allocatlng deductions for source purposes. I 
should also point out that some of the tests being considered 
in connection with revision of the section 482 regulations and 
the 50-50 allocation rule incorporated in the DISC legislation 
require the division of taxable income derived from particular 
products or products lines; these also involve the allocation 
of deductions. 
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We are also making a special effort to dispose of 
regulations which are not jet in final form under the tax 
legislation enacted in 1962, 1966 and 1969. Final regula
tions under section 960 which were proposed in 1965 were 
published in June of this year. We also recently issued 
proposed regulations under secticns 638, 904 (f), and 871 
and we are seeking to finalize these and to issue regula
tions under the other provisions in the near future. 

There has been considerable 1Dterest in two rulings 
issued in 1968 interpreting the minimwn distribution pro
visions set forth in section 963 of the Internal Revenue 
Code and the regulations thereunder. Since Treasury par
ticipated in developing these rulings we are participating 
in dealing with questions which have been raised about them. 
We had hoped that a decision on this subject could have been 
announced before now, but some unanticipated problems have 
developed. There will be further meetings this week in an 
attempt to resolve these difficulties. 

Returning to the legislative area, we are considering 
proposing legislation which would provide a uniform procedure 
which could be used, as an alternative to procedures provided 
by rules or in special legislation, for foreign depositions 
in connection with exchange of information provisions of tax 
treaties. 

The tax effects of gains or losses arising from currency 
transactions have become of increasing interest and I look 
forward to hearing about them later in this program. We are 
exploring whether legislation is advisable. 

There is considerable interest in Congress and the 
Administration in improving the position of the United States 
Merchant Marine, as compared to foreign shippiug, and the 
question has been raised whether our tax laws should be modi
fied in one way or the other to strike a more equitable balance. 

The Treasury has been participating with the SEC in a 
study of offshore mutual funds. While not primarily having a 
tax focus, an effort to domesticate these funds would involve 
tax changes. 

There is one final area for legislative consideration 
which I should mention and that is a list of miscellaneous 
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and technical amen~~ents WhICh we have developed and keep 
adding to as we per~~ive problems or problems are brought 
to our attention. ~s 1 have indicated, our attempts to deal 
with specific j,Hi.)L)12""s, arld similar attenpts in the past, are 
important factors in ~h0 20mplexity that permeates the inter
national pr8visions of the Internal Revenue Code. Perhaps 
we should weigh the importance of simplification, or at least 
the importance of no !Y:ore complexity, more heavily in the 
balance in our policy determlnations. 

It might be appropriate for me to stop at this point, 
but I feel that those of us who at any time are acting for 
the Government should have before us as much information 
and as many arguments as possible before acting. For that 
reason, I will briefly describe the more important miscel
laneous and technical amendments we are considering in the 
hope that this will induce you to furnish us with informa
tion and arguments. 

Our Miscellane:.::;us ,e,Del ~'i',:h02_C:'l1 }'l.mendmeni::s List 

I will begin this list by referring to six international 
i terns that for one rcas(;n ~)r another have found their way 
into H.R. 10947, the Plopos~d Revenue Act of 1971, and would 
commend you to the b.lll ,:,3 reported by the Senate Finance 
Coromi ttee and tht: .:::e~::'l':):ct of the Coromi t:tee for more detail. 
These amendments would: 

(i) make the Western Hemisphere Trade Corpora
tion deduction inapplicable in determining tax 
liability to the Virgin Islandsj 

(ii) provide the right to sue the United States 
on a claim for refund based on a provision of a tax 
treaty in the Court of Claims (and the district courts) 
even though the jurisdiction of the Court of Claims 
does not generally extend to suits based on tax treaties; 

(iii) clarify the U.S. tax liability of foreigners 
on original issue discount not connected with a u.S. 
trade or business; 

(iv) provide that fair market value rather than 
basis will be used in computing the withholding tax 
on dividends paid to foreigners in the form of 
appreciated property; 
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(v) provide that foreign beneficiaries of estates 
and trusts (including real estate investment trusts) 
will be taxed on u.s. source income on a gross basis 
appropriate to the class of underlying income if sub
stantial deductions are attributable to the income; and 

(vi) provide that the source of income derived by 
a financial institution on a financial lease of a ship 
or aircraft will be determined under the rules for the 
source of interest income. 

with respect to the latter two amendments, we are not 
sure that the Senate Finance bill represents the best solution 
and we are considering whether changes might be desirable. 
Subject to modifications which might develop out of this 
consideration, the Treasury supports all of these provisions. 

The next group of miscellaneous and technical amendments 
to which I should refer are those which have been recently 
considered by the House Ways and Means Committee and ordered 
reported out in five separate bills. These are the following: 

(i) H.R. 9040 which would extend the exemption 
from withholding tax set forth in section 86l(a) (1) (G) 
to the estate tax; 

(ii) H.R. 10412 which would provide a carry-back 
and carry-over of foreign tax credit in connection with 
foreign mineral income, where foreign tax credit has 
been disallowed under section 90l(e); 

(iii) H.R. 10646 which would, as I have indicated, 
exclude the acquisition by financial institutions of 
debt obligations issued by unrelated persons from 
taxation under section 956; 

(iv) H.R. 10264 which would permit foreign financial 
institutions, other than insurance companies, to elect 
to be taxed on interest income from United States sources 
on a net basis at regular rates; and 

(v) H.R. 11158 which would modify the exemption 
provided for income earned by corporations from possessions 
of the United States. 
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The Ways and Means Committee ordered these bills reported 
out with amendments. The drafting work on these amendments 
has been put aside because of the need to work on the Revenue 
Act of 1971. 

Extensive amendments were adopted by the Ways and Means 
Committee with respect to the possessions' corporations bill. 
From the Treasury point of view our general purpose would be 
to avoid a situation under which losses can be deducted 
against income subject to u.s. tax in loss years, and income 
excluded from U.s. tax in profit years. Our feeling is that 
while we do not question the importance of this exclusion 
for the development of Puerto Rico and our possessions, we 
believe that it is going too far to permit taxpayers to also 
deduct losses against income subject to U.S. tax. In other 
words, the benefits of the exclusion should be limited to the 
net income from Puerto Rican operations over the total period 
of such operations. 

The solution might well lie in some sort of recapture 
rule to deal with cases where losses have been deducted. 
Perhaps such a rule can be developed for presentation to the 
Senate Finance Committee. We are also concerned about 
possible inconsistencies between rules developed for possessions' 
corporations and rules applicable in other areas of the tax law. 

In addition, there are a number of miscellaneous and 
technical amendments which are under consideration for possible 
presentation to Congress. I will mention the most important 
of these: exempting from the foreign tax credit limitation 
individuals who receive small amounts of foreign source income 
subject to U.S. tax; excluding liability under subpart F in 
de minimis cases; denying the foreign tax credit for foreign 
taxes on income excluded from U.S. tax by section 911; limiting 
the section 911 exclusion so that it only applies in cases 
where the United States citizen is subject to foreign tax; 
extending gross-up to direct investment dividends from all 
foreign corporations; and requiring the carry-over of foreign 
losses for purposes of the foreign tax credit limitation. 

A proposal for the carry-over of losses for foreign tax 
credit limitation purposes would renew a 1969 Treasury 
recommendation which was passed by the House as part of the 
Tax Reform Act of 1969. This provision was deleted by the 
Senate Finance Committee for the purpose of further study 
when it considers the taxation of foreign source income more 
generally. 
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My principal purpose in furnishing detail as to our 
agenda and our thinking is that all of this is very tentative 
and we are attempting to get all possible help in developing 
these ideas. Indeed, some of the items to which I have 
referred represent little more than preliminary views in the 
Office of International Tax Counsel. Hopefully, before these 
views go through the metamorphosis from vague idea to official 
legislative proposal of the Treasury Department, we can have 
the benefits of your thoughts and the thoughts of other 
interested persons. As to any item, we are ready to be con
vinced that the problem does not really exist, that the 
problem is not sufficiently serious to warrant new rules, or 
that our approach to a solution is wrong or requires modifi
cation. If you believe there are other problems which 
warrant a place on our priority list, please let us know. We 
would also hope that you would think seriously about simplifi
cation and offer us suggestions on how our focus on particular 
matters can be squared with the clear need for a simpler set 
of provisions for taxing foreign source income. 

Our doors are open and we look forward to your partici
pating with us in this effort. 

000 



PRICE COMMISSiON 
Washington, D.C. 

November 17 f 1971 

The Price Commission announced today it has approved an American 

Motors COrporation request for average price increases up to 2 1/2 

percent on their 1912 model automobiles. The approval of the request 

was Justified by allowable costs. taking fnto consideration productivity, 

and the manufacturers' price changes will not increase their profit 

margin over the base period level. 

Chrysler Corporation has filed a request for automobile price 

increases averaging approximately 5.9 percent. The Price Commission 

has requested additional detailed data upon which to make a determination. 

This action extends the decision period for 72 hours beyond the time 

Chrysler files the additional information with the Commission. 

The Ford Motor Company has requested initial price increases 

averagfng 2 percent based on deferred labor costs. The Price Commission 

is studying this request. 

Release III 
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PRICE COMMISSION 
washingtoni DC 

November 17 p 1971 

The Pri~e Commission today took its first action on a i~jest 
for ax~ept1oft from provisions ~f tntl new regulations rel~ting 
to Phase II of the E~Qnomi(; Stabilization Program & The requ@st" 
~t;ch W~$ denied, was for a price increase applicable ret~oactively 
to thtl Pr1c~Freeze period .. 

The United Illuminating C~~3ny~ a regulated public electric utility 
company in New Haven, Connecticut t in' October 1971 asked pen.rris~i~H'i· 
to incre~5e prices to carn~fisate for a cost increase fl~c@~s1tfited by 
a st~te Law r@quirfng a 5wftch to l~w-sulphur fuel oil in connection 
with its environment~l prog~&n. Although a fuel ~djusb~~r.t clause 
in the state public utilitias commission order permitt~ An acijustHMmt 
of prices to com~sate for increase$ Qr d~crea5~~ in fuel oi17 timing 
did not permit anadjystment gf prices prior to the freez~. As a 
result the company projected 1rtGreasoo co~ts. of IDQre thtln $600 1l0nO 
during the fr~eze pe~iod and approximately $z~OnOy~jU during 1971~ 

und@~ the new regulations f21ating to the Post-freeze f~riod this 
companY will be entitled to reflect the increase! cost of fuel oil 
in its prices effective NoY~r 14. but cr..ay not include such 
incraased prices in current billings'which apply retroactively to 
the period prior to November 14 t 1971. Action of the COmmission 
in this case underscored it~ ~tandayd that cOSt-h:a5etl price 1ncreascii 
permitted under the ntr~if1~1 provfsiQns of Phase II may not be applied 
retroAct1vely .. 

0: :. ----. .... ·"1'::4."""'"'"' ...... ".-.-...--:.-............... -~---:.:...:~ --,-:~.~: -_. . .. _ ............ __ .......... - .-..... __ .... """ - --
. . --

Release #12 



The Department of the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

FOR RELEASE UPON DELIVERY 

REMARKS OF ROBERT T. COLE 
INTERNATIONAL TAX COUNSEL 

UNITED STATES TREASURY DEPARTMENT 
BEFORE THE 

58TH NATIONAL FOREIGN TRADE CONVENTION 
WALDORF-ASTORIA HOTEL, NEW YORK, NEW YORK 

WEDNESDAY, NOVEMBER 17, 1971, 3:00 P.M. EST 

PROGRESS REPORT ON TAXATION OF FOREIGN SOURCE INCOME 

Two years ago Assistant Secretary Edwin S. Cohen was 
the principal speaker at the Tax Session of the National 
Foreign Trade Convention and spoke to you on "Reform in 
Taxation of Foreign Source Income." My remarks this after
noon are in the nature of a progress report, and a request 
for comments on a number of possible changes which I will 
outline in some detail. 

In his 1969 remarks, Mr. Cohen specifically discussed 
seven major items: 

1. Basic reform, which included consideration of 
ending deferral of foreign source income or the other pole 
of exempting direct investment income. 

2. Modification of section 367 which requires an 
advanced determination by the Internal Revenue Service that 
the avoidance of Federal income taxes is not a principal 
purpose of the transaction as a condition for tax-free 
treatment of an organization, reorganization or liquidation 
of a foreign corporation. 

3. Revision of the regulations under section 482 which 
authorizes the Internal Revenue Service to allocate income 
between related taxpayers when they have not dealt on an 
arm's-length basis. 

4. Foreign tax credit problems. 

5. Section 956 which generally provides that invest
ments in United States property by controlled foreign 
corporations will be treated as dividends paid to the U. S. 
shareholders. 
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6. Simplification within the existing structure. 

7. A proposal for a domestic international sales 
corporation. 

With regard to the last item, this was the first public 
discussion of the DISC concept. 

Mr. Cohen also articulated certain guiding principles, 
including: a desire to simplify an overly complex structure; 
a purpose to treat export income fairly as compared to income 
from foreign manufacturing; a feeling that tax preferences 
must withstand the test of a cost-benefit analysis; a recogni
tion of jurisdictional limits on the right to taxi and a 
resolve to do more to prevent the use of international boundaries 
for tax evasion. 

While we have not yet fully accomplished any of our goals, 
we have made fair progress. There remains much to be done, 
and in that connection I will try to give you an idea of how 
I view our priorities for the next six months or so. 

Our Progress 

First, the areas in which we have made considerable 
progress - section 367, section 482, investments in U. S. 
property, DISC, and international tax evasion. 

section 367. Our work on section 367 reform is nearing 
the point where specific legislative proposals will be ready 
for presentation to Congress. I have previously indicated my 
thinking in this area and we have received a number of helpful 
comments. We have, in general, developed a Treasury position 
in consultation with the staff of the Joint Committee on 
Internal Revenue Taxation. We are now in the process of per
fecting draft legislation and seeking Executive Branch clear
ance which is secured before making legislative recommendations 
to Congress. 

Briefly, we are considering replacing, for many situations, 
the concept of "a plan having as one of its principal purposes 
the avoidance of Federal income taxes", with specific rules for 
taxation, exemption or carry-over or tax attributes. While 
these rules will add lines to the Internal Revenue Code and 
pages to the regulations, they will result in considerable 
simplification for taxpayers now subject to section 367. 
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Section 482. As for modification of the section 482 
regulations, we have undertaken and completed a study of 
section 482 cases. We hope to publish the results of our 
study shortly. We are also actively working on specific 
modifications to the regulations as they apply to inter
company pricing. Modifications we develop will, of course, 
be published in proposed form and will not be finalized until 
the comments received have been carefully studied. 

It is not our purpose to abandon section 482 and the 
concept of arm's-length dealing between related taxpayers. 
Rather, it is our hope to develop amendments to the'regula
tions which will considerably simplify the task of taxpayers 
seeking to set prices in compliance with the requirements of 
section 482, and the task of taxpayers and the Internal 
Revenue Service in arriving at an appropriate disposition of 
a case on audit. 

Our present thinking is to provide that if the taxpayer 
can establish prices which meet anyone of a number of 
alternative tests, these prices should be accepted unless the 
Internal Revenue Service shows that some other method of 
establishing prices is clearly more appropriate in the circum
stances. In our view, if the tests are generally reflective 
of arm's-length prices in most cases, it is not necessary to 
provide a complicated hierarchy in an attempt to arrive at the 
precise arm's-length price. Indeed, precision in these matters, 
regardless of the formula used, is typically illusory. In 
addition to the tests now in the regulations, we would add new 
tests, such as the proportionate profits test. We will retain 
only one priority method--prices established in sales by the 
taxpayer (or a related person) of the same goods to an arm's
length customer. 

Section 956. In his 1969 remarks, Mr. Cohen referred to 
section 956 of the Internal Revenue Code which provides for 
current taxation of the income of controlled foreign corpora
tions when such income is invested in certain types of United 
States property. In our view this provision should apply only 
where the controlled foreign corporation makes a loan to a 
related United States person or is otherwise furnishing funds 
to a related person. Moreover, it would seem desirable to 
permit short term loans to related U.s. persons as long as a 
series of such loans were not used as a substitute for dividends. 

I might note that the House Ways and Means Committee 
recently ordered reported out a bill, H.R. 10646, which would 
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make such a change but only in the case of loans or acqulsl
tions by banks or other financial institutions. There seems 
to be considerable interest in the Senate Finance Committee 
in liberalizing section 956 and it is possible that legisla
tion going beyond the Ways and Means bill could emerge. 

DISC. As you probably know, we have expended much of 
our energy in developing the DISC proposal under which 
export profits derived through a qualifying domestic corpora
tion would be deferred until distributed to the U. S. parent 
or other U. S. stockholders. 

There are three versions of DISC: The Treasury proposal, 
the House bill and the Senate Finance Committee revision. The 
Treasury version was submitted to the House Ways and Means 
Committee by Secretary Connally on September 8, 1971 as one 
of the four tax recommendations in the President's New Economic 
Policy. The House incorporated the DISC in H.R. 10947, the 
proposed Revenue Act of 1971, but limited the deferral to 
profits on those exports which exceed 75 percent of exports 
during 1968 to 1970. The Senate Finance Committee rejected 
the incremental approach for what we believe to be sound 
reasons, but at the same time did not accept the complete 
Treasury proposal. The Finance Committee modified the Treasury 
proposal in three significant ways: 

First, it provided that profits earned during the 
next ten years (until January 1, 1982) could be deferred. 
Such profits would continue to be deferred in subsequent 
years as long as the DISC requirements continued to be 
met. Profits earned in 1982 and thereafter would be 
deferred only if DISC is extended by Congress. In order 
to help Congress in deciding whether to extend DISC the 
Senate Finance bill provides for a report by the Presi
dent to Congress, by the end of 1980, on the tax struc
tures of the United States and foreign countries with 
respect to such items as tax holidays or grants available 
to exporters, other income tax benefits to exporters, 
border tax charges or rebates, financial or tariff con
cessions aVnilable to exporters, taxation of foreign 
sales subsidiaries and permanent establishments abroad, 
and rules and practices on the allocation of income 
between related entities. 

Second, the Finance Committee was concerned about 
the possible use of deferred DISC profits in foreign 
countries, and therefore developed a provision under which 
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DISC profits deferred in the form of "producer's 
loans" would become taxable in an amount, if any, 
by which expenditures of the parent or related 
companies for plant and equipment abroad exceeded 
certain customary foreign sources of funds. These 
are funds derived from foreign borrowings, depreciation 
of foreign assets, 50 percent of the earnings of foreign 
subsidiaries and branches, and 50 percent of the royal
ties and fees paid by foreign subsidiaries to domestic 
members of the group. If this provision becomes law, 
we would seek to draft the regulations so as to reduce 
to a minimum the documentation required to establish 
that funds from these sources had been used for financ
ing foreign plant and equipment. 

Third, 
deferral to 
the DISC. 
limitation 
deleted. 

the Senate Finance Committee limited the 
one-half of the export profits earned by 

In our view this is the most serious 
on the DISC and we will urge that it be 

A final decision on DISC should be made shortly. The 
Senate is scheduled to vote on DISC today. 

International tax evasion. Considerable progress has 
also been made in the last two years in dealing with inter
national tax evasion. 

We have reexamined the provisions in our income tax 
treaties for exchanges of information with a view to assuring 
that these provisions will be fully utilized by the Internal 
Revenue Service in connection with its international enforce
ment activities. An important result of this effort is 
reflected in the decision of the Swiss Federal Court in the 
case of X v. Federal Tax Administration, a translation of 
which has been published in the united States. That decision 
overruled a series of objections to the Swiss Federal Tax 
Administration furnishing information obtained from a Swiss 
bank to the Internal Revenue Service under the convention 
between Switzerland and the United States in a case involving 
"aggravated fraud." 

Another highlight is the enactment of H. R. 91 - 508 
which includes provisions on recordkeeping and reporting by 
U. S. financial institutions and on reporting exports and 
imports of currency by anyone. Regulations under this Act 
were published in proposed form on June 10, 1971 and it is 
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anticipated that final regulations will be issued shortly. 
The new question on the tax returns with respect to the 
ownership of, and signature authority over, foreign bank 
and other accounts. which is authorized by this Act as well 
as by the Internal Revenue Code, is also part of this effort. 

Discussions are continuing on a proposed treaty for 
mutual assistance in criminal matters with Switzerland 
which would emphasize assistance in the fight against organ
ized crime. 

Our Difficulties 

As I have indicated, two years ago Mr. Cohen discussed 
the possibility of basic reform in the taxation of foreign 
source income. He recognized that it might well be desirable 
to retain the present structure and attempt to improve it. He 
also offered for consideration the possibility that it might 
make sense to exempt from U. S. tax direct investment income 
derived from those countries where the tax burden was generally 
as high or higher than ours. He suggested that an exemption, 
or limited territoriality, approach might offer considerable 
simplification as compared to our current system. Presently 
income from foreign direct investment is subject to U. S. tax, 
but this tax is then offset by the foreign tax credit. The 
thought was that simply exempting this income would be simpler 
than this two-step process and would largely achieve the same 
result -- recognition of the primary tax jurisdiction of the 
country of the source of business income. 

A limited territoriality system was also considered and 
recommended by the Alexander Task Force, the report of which 
was published in September 1970. 

We have worked further on a limited territoriality 
approach and have met with a number of groups on it. When 
time permits, we plan to continue our work on this possibility, 
but so far we have not been able to develop a formula which 
meets the twin goals of simplification and tax equity. 

If simplification were our only goal, the best approach 
would be to adopt a system of full territoriality and exempt 
all foreign direct investment income. However, we have felt 
that it is necessary and appropriate to avoid a situation 
under which income, which has not been subject to substantial 
tax abroad, is paid over to the U. S. owners without any 
liability for U. S. tax. We believe that the U. S. public 
would judge this an unwarranted departure from tax equity and 
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would accept some complexity in order to prevent this result, 
even where the amount of revenue involved might not be great 
in terms of our National Budget. 

If we retain the current system for taxing foreign 
source income in its broad outlines, it is our feeling that 
we should do everything possible to make it work more simply. 
Some of the projects to which I have already referred are 
designed to accomplish this purpose, especially the proposed 
modifications to section 367 and the regulations ~nder 
section 482. 

The concept of simplification is not, I am afraid, 
unambiguous. For example, while many people might think a 
relatively brief rule is simple, in reality a more elaborate 
set of rules might indeed simplify the efforts of taxpayers 
who are seeking to comply. As previously indicated, this is 
certainly the case in our thinking about section 367. 

It is interesting to note that while we have received 
a fair number of comments on our plans for modifying section 
367, no one has suggested that the detail which would be 
provided would constitute anything but simplification. The 
only suggestion we have received along these lines is that 
we try to put as much of the detail in the regulations as 
possible, and we will try to do this. Similarly, by adding 
alternative methods for establishing arm's-length prices, 
the regulations under section 482 would become longer, but 
again this would simplify matters for taxpayers subject to 
section 482. 

On the other hand, a number of problems in the taxation 
of foreign source income have been percelved -- cases where 
taxpayers have with justification claimed that the current 
law treats them unfairly and cases where the current law 
permits taxpayers to avoid tax that fairly should be paid. 
In developing solutions to these problems I am afraid we, 
and our predecessors, have added some additional complexity 
to the rules for taxing foreign source income. Perhaps we 
have been overzealous in attempting to close loopholes and 
too responsive in dealing with complaints of taxpayers, or 
perhaps we have tried too hard to do our work with the type of 
precision which has become characteristic of the tax law. 

. The core of our system for taxing foreign source income 
lS the foreign tax credit, and this should be included in 
attempts to achieve simplification within our current structure. 
We have not yet spent adequate time on this, but hope to do so 
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in the not too distant future. As part of this effort we 
will reconsider the reporting requirements and the methods 
used by Revenue agents in auditing the foreign tax credit. 

Our Priorities 

It might be useful for you to have an idea of our current 
priorities with respect to other international tax matters. 
Before listing them, however, a few caveats are in order. 
Economic conditions change rapidly and such changes could 
importantly affect our work. Moreover, international tax 
matters must compete with other subjects within the juris
diction of the Ways and Means Committee and the Senate Finance 
Committee for time. In addition to tax matters, these Com
mittees have jurisdiction over trade, social security, and 
other legislation. It should also be noted that much of the 
important international tax work of the Treasury Department 
is outside of the legislative area, involving such vehicles 
as tax treaties and regulations. A prime example is our 
effort to revise the section 482 pricing regulations. 

I will now turn to our priorities, aside from tax treaties. 

Assuming DISC becomes law we will make every effort to 
offer prompt guidance to taxpayers who are considering 
channeling their exports through such corporations. This 
will include the development of proposed and final regulations, 
the preparation of explanatory guides in nontechnical language 
and an intensive taxpayer assistance program. 

An area that has been neglected for too long a time and 
which deserves immediate consideration are the regulations 
with respect to the allocation of deductions between foreign 
source income and United States source income. The most 
important ramification of these regulations is their effect 
on the computation of the foreign credit tax limitation. This 
limitation is becoming increasingly important as foreign tax 
rates, including withholding taxes on dividend distributions, 
cree~ upward beyond the United States corporate tax rate. 

In this connection I should note that we have delayed 
issuing part of the regulations on the taxation of nonresident 
aliens on "effectively connected" income pending further progress 
on the rules for allocating deductions for source purposes. I 
should also point out that some of the tests being considered 
in connection with revision of the section 482 regulations and 
the 50-50 allocation rule incorporated in the DISC legislation 
require the division of taxable income derived from particular 
products or products lines; these also involve the allocation 
of deductions. 
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We are also making a special effort to dispose of 
regulations which are not yet in final form under the tax 
legislation enacted in 1962, 1966 and 1969. Final regula
tions under section 960 which were proposed in 1965 were 
published in June of this year. We also recently issued 
proposed regulations under sections 638, 904 (f), and 871 
and we are seeking to finalize these and to issue regula
tions under the other provisions in the near future. 

There has been considerable interest in two rulings 
issued in 1968 interpreting the minimum distribution pro
visions set forth in section 963 of the Internal Revenue 
Code and the regulations thereunder. Since Treasury par
ticipated in developing these rulings we are participating 
in dealing with questions which have been raised about them. 
We had hoped that a decision on this subject could have been 
announced before now, but some unanticipated problems have 
developed. There will be further meetings this week in an 
attempt to resolve these difficulties. 

Returning to the legislative area, we are considering 
proposing legislation which would provide a uniform procedure 
which could be used, as an alternative to procedures provided 
by rules or in special legislation, for foreign depositions 
in connection with exchange of information provisions of tax 
treaties. 

The tax effects of gains or losses arising from currency 
transactions have become of increasing interest and I look 
forward to hearing about them later in this program. We are 
exploring whether legislation is advisable. 

There is considerable interest in Congress and the 
Administration in improving the position of the United States 
Merchant Marine, as compared to foreign shippiug, and the 
question has been raised whether our tax laws should be modi
fied in one way or the other to strike a more equitable balance. 

The Treasury has been participating with the SEC in a 
study of offshore mutual funds. While not primarily having a 
tax focus, an effort to domesticate these funds would involve 
tax changes. 

There is one final area for legislative consideration 
which I should mention and that is a list of miscellaneous 
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and technical amendments which we have developed and keep 
adding to as we perceive problems or problems are brought 
to our attention. As I have indicated, our attempts to deal 
with specific problems, and similar attempts in the past, are 
important factors in the complexity that permeates the inter
national provisions of the Internal Revenue Code. Perhaps 
we should weigh the importance of simplification, or at least 
the importance of no more complexity, more heavily in the 
balance in our policy determinations. 

It might be appropriate for me to stop at this point, 
but I feel that those of us who at any time are acting for 
the Government should have before us as much information 
and as many arguments as possible before acting. For that 
reason, I will briefly describe the more important miscel
laneous and technical amendments we are considering in the 
hope that this will induce you to furnish us with informa
tion and arguments. 

Our Miscellaneous and Technical Amendments List 

I will begin this list by referring to six international 
items that for one reason or another have found their way 
into H.R. 10947, the proposed Revenue Act of 1971, and would 
commend you to the bill as reported by the Senate Finance 
Committee and the report of the Committee for more detail. 
These ame~dments would: 

(i) make the Western Hemisphere Trade Corpora
tion deduction inapplicable in determining tax 
liability to the Virgin Islands; 

(ii) provide the right to sue the United States 
on a claim for refund based on a provision of a tax 
treaty in the Court of Claims (and the district courts) 
even though the jurisdiction of the Court of Claims 
does not generally extend to suits based on tax treaties; 

(iii) clarify the U.S. tax liability of foreigners 
on original issue discount not connected with a U.S. 
trade or business; 

(iv) provide that fair market value rather than 
basis will be used in computing the withholding tax 
on dividends paid to foreigners in the form of 
appreciated propertYi 
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(v) provide that foreign beneficiaries of estates 
and trusts (including real estate investment trusts) 
will be taxe1 on u.s. source income on a gross basis 
appropriate to the class of underlying income if sub
stantial deductions are attributable to the income: and 

(vi) provide that the source of income derived by 
a financial institution on a financial lease of a ship 
or aircraft will be determined under the r~les for the 
source of interest income. 

With respect to the latter two amendments, we are not 
sure that the Senate Finance bill represents the best solution 
and we are considering whether changes might be desirable. 
Subject to modifications which might develop out of this 
consideration, the Treasury supports all of these provisions. 

The next group of miscellaneous and technical amendments 
to which I should refer are those which have been recently 
considered by the House Ways and Means Committee and ordered 
reported out in five separate bills. These are the following: 

(i) H.R. 9040 which would extend the exemption 
from withholding tax set forth in section 86l(a) (1) (G) 
to the estate tax; 

(ii) H.R. 10412 which would provide a carry-back 
and carry-over of foreign tax credit in connection with 
foreign mineral income, where foreign tax credit has 
been disallowed under section 90l(e); 

(iii) H.R. 10646 which would, as I have indicated, 
exclude the acquisition by financial institutions of 
debt obligations issued by unrelated persons from 
taxation under section 956; 

(iv) H.R. 10264 which would permit foreign financial 
institutions, other than insurance companies, to elect 
to be taxed on interest income from united States sources 
on a net basis at regular rates; and 

(v) H.R. 11158 which would modify the exemption 
provided for income earned by corporations from possessions 
of the United States. 
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The Ways and Means Committee ordered these bills reported 
out with amendments. The drafting work on these amendments 
has been put aside because of the need to work on the Revenue 
Act of 1971. 

Extensive amendments were adopted by the Ways and Means 
Committee with respect to the possessions' corporations bill. 
From the Treasury point of view our general purpose would be 
to avoid a situation under which losses can be deducted 
against income subject to U.S. tax in loss years, and income 
excluded from U.S. tax in profit years. Our feeling is that 
while we do not question the importance of this exclusion 
for the development of Puerto Rico and our possessions, we 
believe that it is going too far to permit taxpayers to also 
deduct losses against income subject to U.S. tax. In other 
words, the benefits of the exclusion should be limited to the 
net income from Puerto Rican operations over the total period 
of such operations. 

The solution might well lie in some sort of recapture 
rule to deal with cases where losses have been deducted. 
Perhaps such a rule can be developed for presentation to the 
Senate Finance Committee. We are also concerned about 
possible inconsistencies between rules developed for possessions' 
corporations and rules applicable in other areas of the tax law. 

In addition, there are a number of miscellaneous and 
technical amendments which are under consideration for possible 
presentation to Congress. I will mention the most important 
of these: exempting from the foreign tax credit limitation 
individuals who receive small fu~ounts of foreign source income 
subject to u.s. tax; excluding liability under subpart F in 
de minimis cases; denying the foreign tax credit for foreign 
taxes on income excluded from U.S. tax by section 911; limiting 
the section 911 exclusion so that it only applies in cases 
where the United States citizen is subject to foreign taxi 
extending gross-up to direct investment dividends from all 
foreign corporations; and requiring the carry-over of foreign 
losses for purposes of the foreign tax credit limitation. 

A proposal for the carry-over of losses for foreign tax 
credit limitation purposes would renew a 1969 Treasury 
recommendation which was passed by the House as part of the 
Tax Reform Act of 1969. This provision was deleted by the 
Senate Finance Committee for the purpose of further study 
when it considers the taxation of foreign source income more 
generally. 
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My principal purpose in furnishing detail as to our 
agenda and our thinking is that all of this is very tentative 
and we are attempting to get all possible help in developing 
these ideas. Indeed, some of the items to which I have 
referred represent little more than preliminary views in the 
Office of International Tax Counsel. Hopefully, before these 
views go through the metamorphosis from vague idea to official 
legislative proposal of the Treasury Department, we can have 
the benefits of your thoughts and the thoughts of other 
interested persons. As to any item, we are ready to be con
vinced that the problem does not really exist, that the 
problem is not sufficiently serious to warrant new rules, or 
that our approach to a solution is wrong or requires modifi
cation. If you believe there are other problems which 
warrant a place on our priority list, please let us know. We 
would also hope that you would think seriously about simplifi
cation and offer us suggestions on how our focus on particular 
matters can be squared with the clear need for a simpler set 
of provisions for taxing foreign source income. 

Our doors are open and we look forward to your partici
pating with us in this effort. 

000 
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TREASURY'S MONTHLY BILL OFFERING 

The Treasury Departmen,t, by thi s publ ic not ic e, invi t est end e rs fa r 
series of Treasury bills to the aggregate ~mount of S 1,700,000,000, 

thereabouts, for cash and in exchange for Treasury bills 
turing November 30, 1971, in the amount of $1,701,835,000, 
follows: 

275-day bills (to maturity date) to be issued November 30, 1971 
the amount of $500,000,000, or thereabouts, representing an 

lditional amount of bills dated August 31, 1971, and to mature 
gu s t 31, 1972, ( CU SIP No. 912 793 NK8 ) 0 rig ina 11 y iss u e din the 
tount of $ 1,199,890,000, the additional and original bills to be 
'eely interchangeable. 

366-day bills, for $1,200,000,000, or thereabouts, t~ be dated 
vember 30, 1971, and to mature November 30, 1972 
:USIP No, 912793 NN2). 

1~e bills of both series will be issued on a discount basis under 
Impetitive and noncompetitive bidding as hereinafter provided, and at 
turity their face amount will be payable without interest, They will 
issued in bearer form only, and in denominations of $10,000, S15,000, 

0,000, $100,000, S500,000 and $1,000,000 (maturity value). 

Tenders will be received at Federal Reserve Banks and Branches up 
) the cloSing hour, one-thirty p.m., Eastern Standard 
Lme, Tuesday, November 23, 1971. Tenders will not be received 
t the Treasury Department, Washington. Each tender mus t be for a 
inlmum of $16,000. Tenders over $10,000 must be in multiples of 
5,000. In the case of competitive tenders the price offer-ed must 
e expressed on the basis of 100, with not mor-e than thcee decimals, 
.g.99.925. Fractions may not be used. (Notwithstanding the fact 
1St the one-year bills will run for 366 days, the discount r-ate will 
~ computed on a bank discount basis of 360 days, as is cur-rently the 
~actice on all issues of Treasury bills.) It is urged that tenders be 
Ide on the printed forms and forwarded in the special envelopes which 
.11 be supplied by Federal Reserve Banks or Branches on application 
lerefor. 
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Banking institutions generally may submit tenders for account of 
customers provided the names of the customers are set forth in such 
tenders. Others than banking institutions will not be permitted to 
submit tenders except for their own account. Tenders will be received 
without deposit from incorporated banks and trust companies and from 
re spans ib 1 e and rec ognized deale rs in investment secu ri ties. Tenders 
from others must be accompanied by payment of 2 percent of the face 
amount of Treasury bill~ applied for, unless the tenders are 
accompanied by an express guaranty of payment by an incorporated bank 
trust company. 

Immediately after the closing hour, tenders will be opened at the 
Federal Reserve Banks and Branches, following which publi<; announcemenl 
will be made by the Treasury Department of the amount and "price range 
accepted bids. Only those submitting competitive tenders will be 
advised of the acceptance or re;ection thereof. The Secretary of the 
Treasury expressly reserves the right to accept or reject any or all 
tenders, in whole or in part, and his action in any such respect shall 
be final. Subject to these reservations, noncompetitive tenders for 
each is sue for $ 200, 000 or les s without stated p rice from anyone biddl 
will be accepted in full at the average price (in three decimals) of 
accepted competitive bids for the respective issues. Settlement for 
accepted tenders in accordance with the bids must be made or completed 
at the Federal Reserve Bank on November 30, 1971, 
in cash or other immediately available funds or in a like face amount 
Treasury bills maturing November 30, 19710 
Cash and exchange tenders will receive equal treatment. Cash adjustm~ 
will be made for differences between the par value of maturing bills 
accepted in exchange and the issue price of the new bills. 

Under Sections 454 (b) and 1221 (5) of the Internal Revenue Code ( 
1954 the amount of discount at which bills issued hereunder are sold i! 
considered to accrue when the bills are sold, redeemed or otherwise 
disposed of, and the bills are excluded from consideration as capital 
assets. Accordingly, the owner of Treasury bills (other than life 
insurance companies) issued hereunder must include in his income tax 
return, as ordinary gain or loss, the difference between the price pai( 
for- the bills, whether on original issue or on subsequent purchase, anc 
the amount actually received either upon sale or redemption at maturitJ 
during the taxable year for which the return is made. 

Tr-easury Department Circular- No. 418 (current revision) and this 
notice, prescribe the terms of the Treasury bills and govern the 
conditions of their issue. Copies of the circular may be obtained frol 
any Federal Reserve Bank or Branch. 

000 



The Department of the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

FOR IMMEDIATE RELEASE November 18, 1971 

Secretary Connally Sets 
G-IO Meeting Nov. 30-Dec. 1 

The Treasury Department announced tOday 

that, following consultations with other Ministers 

and Governors of the Group of Ten, Secretary 

Connally, as Chairman, has called a Ministerial 

meeting of the Group for ~ovember 30 - December 1, 

in Rome to continue discussions on international 

financial and trade lssues. 

000 



The Department of the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

ATTENTION: FINANe!AL EDITOR 
November 18, 1971 

FOR IMMEDIATE RELEASE 

SALE OF $2.5 BILLION APRIL TAX ANTICIPATION BILLS 

The Treasury Department today announced the sale of $2.5 billion of 
tax anticipation bills which will mature in April 1972. 

The bills will be auctioned on Wednesday, November 24, for payment on 
Wednesday, Deoember 1. Commercial banks may make payment for up to 50% of 
their own and their customers' accepted tenders by crediting Treasury tax 
and loan accounts. 

The bills will mature on April 21, 1972, but may be used at face value 
in payment of Federal income taxes due on April 15, 1972. 

The Treasury also said that in the first week of December it will 
announce another sale of a smaller amount of tax anticipation bills which will 
mature ir- June 1972. 



The Department of the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

:'rENTION: FINANCIAL EDITOR 

lR IMMEDIATE RELEASE 
November 18, 1971 

TREASURY OFFERS $2.5 BILLION IN APRIL TAX ANTICIPATION BILLS 

The Treasury Department, by this public notice, invites tenders for $2,500,000,000, 
thereabouts, of 142 -day Treasury bills, to be issued on a discount basi", under 

lmpetitive and. noncompetitive bidding as hereinafter provided. The bills of this 
~ries will be dated December 1, 1971, and will mature April 21, 1972 
:USIP No. 912793 NR3 ). They will be accepted at face value in payment of income 
!.Xes due on April 15, 1972, and to the extent they are not presented for this 
lrpose the far'e amount of these bills will be payable without interes t at maturity. 
!.Xpayers desiring to apply these bills in payment of April 15, 1972, income taxes 
ly submit the bills to a Federal Reserve Bank or Branch or to the Office of the 
'easurer of the United States, Washington, not more than fifteen days before that 
Lte. In the case of bills submitted in payment of income taxes of a corporation 
ley shall be accompanied by a duly completed Form 503 and the office receiving 
lese items will effect the deposit on April 15, 1972 In the case of bills 
tbmi tted in payment of income taxes of all other taxpayers, the office receiving 
Ie bills will issue receipts therefor, the original of which the taxpayer shall 
lbmit on or before April 15, 1972, to the District Director of Internal Revenue 
lr the District in which such taxes are payable. The bills will be issued in 
~~er form only, and in denominations of $10,000, $15,000, $50,000, $100,000, 
iOO,OOO and $1,000,000 (maturity value). 

Tenders will be received at Federal Reserve Banks and Branches up to the 
.osing hour, one-thirty p.m., Eastern Standard Time, Wednesday, November 24, 1971. 
mders will not be received at the Treasury Department, Washington. Each tender 
tst be for a minimum of $10,000. Tender s over $10,000 mus t be in multiple s of $5,000. 
I the case of competitive tenders the price offered must be expressed on the basis 
~ 100, with not more than three decimals, e.g., 99.925. Fractions may not be used. 
; is urged that tenders be made on the printed forms and forwarded in the special 
Ivelopes which will be supplied by Federal Reserve Banks or Branches on application 
lerefor. 

Banking institutions generally may submit tenders for account of customers 
'ovided the names of the customers are set forth in such tenders. Others than 
Lllldng institutions will not be permitted to submit tenders except for their own 
:count. Tenders will be received without deposit from incorporated banks and 
ust co~panies and from responsible and recognized dealers in investment securities. 
'nders from others must be accompanied by payment of 2 percent of the face amount 
~easury bills applied for, unless the ~enders are accompanied by an express 

.aranty of payment by an incorporated bank or trust company. 

(OVER) 
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All bidders are required to agree not to purchase or to sell, or to make 
any agreements with respect to the purchase or sale or other disposition of ~ 
bills of this issue at a specific rate or price, until after one-thirty p.m., 
Eastern Standard. time, VJednesday, November 24, 1971. 

Immediately after the closing hour, tenders will be opened at the Federal 
Reserve Banks and Branches, following which public announcement will be made by 
the Treasury Department of the amount and price range of accepted bids. Only 
those submitting competi ti ve tenders will be advised of the acceptance or rejection 
thereof. The Secretary of the Treasury expressly reserves the right to accept or 
reject any or all tenders, in whole or in part, and his action in any such respect 
shall be final. Subject to these reservations, noncompetitive tenders for 
$ 400,OOOor less without stated price from anyone bidder will be accepted in tQU 
at the average price (in three decimals) of accepted competi ti ve bids. Settlement 
for accepted tenders in accordance with the bids must be made or completed at the 
Federal Reserve Bank in cash or other irrunediately available funds on December 1, 1~ 

Any qualified depositary will be permitted to make settlement by credit in 
its Treasury tax and loan account for not more than 50 percent of the amount of 
Treasury bills allotted to it for itself and its customers. 

Under Sections 454 (b) and 1221 (5) of the Internal Revenue Code of 1954 
the amount of discount at which bills issued hereunder are sold is considered 
to accrue when the bills are sold, redeemed or otherwise disposed of, and the 
bills are excluded from consideration as capital assets. Accordingly, the owner 
of Treasury bills (other than life insurance companies) issued hereunder must 
include in his income tax return, as ordinary gain or loss, the difference between 
the price paid for the bills, whether on original issue or on subsequent purchase, 
and the amount actually received either upon sale or redemption at maturity 
during the taxable year for which the return is made. 

Treasury Department Circular No. 418 (current revision) and this notice, 
prescribe the terms of the Treasury bills and govern the conditions of their 
issue. Copies of the circular may be obtained from any Federal Reserve Bank or 
Branch. 



STATEMENT BY 
C. JACKSON GRAYSON 

CHAIRMAN, PRICE COMMISSION 
BEFORE THE 

JOINT ECONOMIC COMMITTEE 

UNITED STATES CONGRESS 

THURSDAY, NOVEMBER 18, 1971 

MR. CHAIRMAN and distinguished members of the Committee. 

I thank you for the opportunity to appear today to discuss the goals 

and policy of the Price Commission. 

The Price Commission has adopted basic guidelines to achieve the goal 

of holding average price increases across the economy to no more than 

2 1/2% per year. Underscoring this is the principle objective of 

reducing the rate of inflation to 2 to 3% by the end of 1972. These 

policies are designed to achieve the President's goals of stabilizing 

prices, increasing employment, improving our national balance of pay

ments and assuring real economic growth. 

Our basic policy dictates that prices not exceed their freeze period 

levels except as changed by published regulations or on orders of the 

Price Commission. Price increases will not be allowed except those 

justified on the basis of cost increases in effect on November 14,1971, 

and increases incurred after that date, measured against productivity 

gains. Furthermore, prices will not be increased to recover, retroactively, 

costs that may have been incurred in the freeze period from August 14 

to November 14. 

RELEASE #13 
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Price increases which have the result of increasing a company's profit 

margin beyond what it was in the base period will not be allowed. It 

should be pointed out that this profit margin limitation does not stop a 

firm from increasing its profit margin so long as it holds its prices 

constant. In addition, total dollar profit may be increased throuqh 

increased output and added efficiency. 

I should emphasize that not every price increase in every part of the 

economy will be rigidly locked to the 2-1/2% figure. Many adjustments 

will occur both below and above that 2-1/2% working fi9ure; and they will 

be justified on the basis of cost increases and other factors. But in the 

aggregate, it is our target that the annual rate of price change will be no 

more than 2-1/2%. 

One of the first actions of the Commission was to put out a public call for 

comments and suggestions on the most equitable and efficient program to 

achieve the economic goals of the President. Since that time we have 

received thousands of suggestions and we are continuing to receive them. 

After considering these suggestions, we have stated our guidelines. 

Our method has been and shall be to review continually the guidelines and 

their implementation. 

The success of this program will depend heavily on voluntary compliance. 

Without the support of all the people in all sectors of this nation, this 

program will not work. All citizens must strive to hold down inflation in 

the effort to create price stability. 
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We have not created an elaborate set of mechanisms. We are determined 

that the standards and guidelines will accomplish the objectives, but 

we have not set up a big bureaucracy to enforce a large control 

mechanism for the economy. 

A rewarding part of my job has been to observe the immediate and ready 

acceptance of the price control programs by the American public. By 

every measure the level of compliance has been extremely high. we , 

count upon a continuation of this. 

I see this Commission's role as an integral part of the effort to 

generate more jobs, increase productivity and sftd~:late economic growth. 

Our desire is to achieve the goals. but we would like to reduce the 

control mechanism. as rapidly as possible consistent with the overall 

qoals. 

The magnitude and scope of this task has foY'ced us to feel our way 

gradually. Our experience to date has shown that it would be 

presumptions to specify exactly what we need and what we expect in 

exercising controls and regulations. Therefore, we are hopeful that 

Congress will allow the utmost flexibility in granting us the 

latitude necessary to achieve Price Stability. 



PRICE COMMISSION 
WASHINGTON, D.C. 

FOR IMMEDIATE RELEASE 

November 16, 1971 

Price Commission Chairman C. Jackson Grayson announced today 

that 17 amendments to the initial Price and Rent Stabilization 

Regulations of November 13, 1971 have been filed for publication 

in the Federal Register. Among the amended provisions is that 

which requires retailers and wholesalers in the prenotification 

class to file planned price increases. Another significant 

amendment requires firms in the prenotification category to 

request a Commission ruling within 72 hours on proposed price 

increases based on long-term contracts made before the freeze, 

and for price increases based on wage increases built into pre-

freeze contracts which the Pay Board has permitted to take effect. 

Note to Editors: Section 300.081 dealing with loss situations, 

which was contained in the draft regulations issued with Release 

#2 was deleted from the Federal Register of November 13, 1971. 

The Price Commission is developing some clearer and more specific 

language which will be issued in the Federal Register in the near 

future. 

Release #8 
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Title 6-ECONOMIC 
STABILIZATION 

Chapter I-Cost of Living Council 

PART lOl-COVERAGE, EXEMP-
TIONS AND CLASSIFICATION OF 
ECONOMIC UNITS 

Miscellaneous Amendments 

Part 101-Co\·erage. Exemptions and 
Classification of Economic Units was 
added to a ne\\' Title 6 and a new Chapter 
I of the Code of Federal Regulations on 
November 13. 1971 (36 F.R. 21788). 

Part 101 in its published form con
tained certain provisions which must be 
changed to carry out the stated purpose 
of the regulations. 

An addendum to Part 101, as set forth 
below, makes the changes in the pro
visions which appeared in 36 F.R. 21788 
et seq. by amending the text of these 
regulations as appropriate. 

Since the Council found that the pub
lication of Part 101 in accordance with 
the usual notice and procedural require
ments was impracticable because of the 
need to immediately impelment Execu
tive Order No. 11627, the Council aJso 
finds good cause exists for the publica
tion of the change contained in this 
addendum in less than 30 days. The 
amendments set forth in this addendum 
shall be effective as of 12:01 a.m. 
November 14, 1971. 

DONALD RUMSFELD, 
Director, Cost oj Living Council. 

Part 101 of Chapter I of Title 6 of the 
Code of Federal Regulations is amended 
as follows: 

1. In the authority provision, line 4 
is revised as follows: "84 Stat. 799; Pub
lic Law 91-558, 84 Stat. 1468;". 

2. In § 101.15, paragraph (a) is revised 
to read as follows: 

§ 101.15 Price Category III firms; nlOn
itoring and spot checks. 

(a) A price category ill firm is a firm 
with annual sales or revenues of less 
than $50 million. 

* * * 
3. In § 101.27, paragraph (b) is revised 

to read as follows: 

§ 101.27 Reclassification. 

* * 
(b) If a firm is a price category I 

firm, the Director of the Cost of Living 
Council has the authority to classify all 
pay adjustments of the firm as category 
I pay adjustments. If a firm is a price 
category II firm, the Director has the 
authority to classify all pay adjustments 
of the firm as category II pay adjust
ments, unless that firm's pay adjust
ments are already classified as category 
I pay adjustments. 

4. In § 101.32(h) (2) the reference is 
changed to read "26 United States Code 
163 (d) (4) (A) ". 

RULES AND REGULATIONS 

5. In § 101.32(i), subparagraphs (ll, 
(3), and (4) are revised to read as fol
lows: 

§ 101.32 Ex('mption!<. 

Ii) Miscellaneous. (1) Royalties and 
other payments from the sale of copy
rights. manuscripts. and like materials 
prepared for publication. 

(3) Raw sugar price adjustments 
which are controlled under the Sugar 
Act of 1948. 

(4) Insurance premiums charged for 
life insurance policies purchased or re
newed after November 13. 1971, includ
ing ordinary. term. and group policies, 
and individual endowments or annuities 
(fixed or variable). but excluding credit 
life insurance. 

* * * * 
6. In § 101.33, paragraph (b) is revised 

to read as follows: 

§ 101.33 Items not included in cm·erage. 

* * * * 
(b) Minimum wages. Wages below the 

minimum wage rate established by Fed
eral law. 

7. In § 101.101, the lead sentence of 
the section and paragraph (b) are re
vised to read as follows: 

§ 101.101 Special provisions applicable 
from Nov. 14, 1971-Jan. 1, 1972. 

Notwithstanding the provisions of 
§ § 101.11 and 101.21: 

* * * * 
(b) After November 14 and until Jan

uary 1, 1972, the provisions of § 300.051 
(b) of this title establishing special pro
cedures for the approval of proposed 
price adjustments apply to price category 
I firms. 
[FR Doc.71-16864 Filed 11-15-71;5:20 p.m.) 

Chapter II-Pay Board 

PART 201-STABILIZATION OF 
WAGES AND SALARIES 

Miscellaneous Amendments 

The purpose of these amendments and 
appendices is to set forth for public in
formation and guidance interpretive and 
definitional decisions adopted by the Pay 
Board. Appendix B-Interpretive De
cisions Adopted by the Pay Board and 
Appendix C-Definitional Decisions 
Adopted by the Pay Board are added 
to Part 201-Stabilization I)f Wages and 
Salalies in order to set forth these daily 
decisions of the Pay Board until such 
decisions can be incorporated into the 
regulations under this part. When a de
cision is incorporated into the regula
tIOns under this part, it will be deleted 
from its proper appendix. 

Pursuant to the authority vested in 
the Pay Board by the EconOmic Stabili
zation Act of 1970, as amended (Public 
Law 91-379, 84 Stat. 799; Public Law 
91-558, 84 Stat. 1468; Public Law 92-8, 
85 Stat. 13; Public Law 92-15, 85 Stat. 
38), Executive Order No. 11627 (36 F.R. 

20139. October 16, 1971), and Cost " 
Living Council Order No. 3 (36 P.R, 
20202, October 16, 1971), the Pay Board 
hereby adopts the following amendments 
and appendices. 

Because of the need for immediate 
guidance from the Pay Board with re
spect to the provisions contained in these 
amen~ments ll;nd appet,ldices. it is hereby 
found ImpractlCable to Issue such amend. 
ments and appendices with notice and 
public procedure thereon under 5 USC 
sec. 553fb), or subject to the eff~ti~ 
date limitation of 5 U.S.C .. sec. 553(dl. 

Effective date. These amendments nnd 
appendices shall be effective on and all~r 
November 14. 1971. 

GEORGE H. BOLDT 

Chairman of the Pay Boa~d 
PARAGRAPH 1. Section 201.1 is amended 

by revising the third sentence and by 
adding a new sentence. The amended 
and added proviSions read as follows: 
§ 201. Purpos('. 

* * * The policies goveming pay ad· 
justments, adopted by the Pay Boart 
on November 8. 1971, are attached III 
Appendix A to this part. Appendix B anc 
Appendix C are attached to include In· 
terpretive Decisions and Definitiona. 
Decisions, respectively, which have beer 
adopted by the Pay Board. 

PARA. 2. The center heading lollowifll 
§ 201.15 is amended to read as [0110\'., 

APPENDIX A 

POLICIES GOVERNING PAY ADJUSTMENTS At)(lPTU 

BY THE PAY BOARD NOVEMBER H. 1971 

PARA. 3. Part 201-Stabilizatioll 0 

Wages and SaJ:alies of Chapter II-Pa 
Board of Title 6-Economic StabilizatiOl 
is amended by adding a new Appendi 
B-Interpretive Decisions Adopted b 
the Pay Board and a new Appendix C
Definitional Decisions Adopted by th 
Pay Board. These new provisions rell1 
as follows: 

ApPENDIX B 

INTERPRETIVE DECISIONS ADOPTED BY THE PA 

BOARD 

(1) LCYngevity and Related Wage Increcuf 
(Adopted November 12, 1971). Allow wtthou 
regwrd to the 5.5 percent standard the" 
sumption of longevity Increases and auk 
mllitlc progression within a rate range I( 

cording to the terms of plans or estabUshe 
practiCes In el!listence prior to November I 
1971. 

(2) Existing Contracts (Adopted Nove", 
ber 12, 1971). 

Existing regulations of the Pay Boa! 
provide thalt: 

"Ex1st1ng oontracts and pay practices pro 
Vlously set forth will be a.Howed to apeta' 
according to their terms except that specl 
Ic contracts or pay practiCes are subject 
review, when ohallenged by a pal'oy at tnt« 
est or by five or more members of the Boll' 
1;0 determine whether any increase IS unreo 
SOIlllibly inconsistent with the criteria estaI 
l1shed by this Boaa-d." 

This means toot, effective Novemb« I 
1971, all. the tenns of such contracte II 
pay pra.otices are fully opemtive. In II 
event of Q challenge, these terms sba1l r 
ma.in In effect unless and unttl tile 1'1 
Board rules otherwise. 
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The prenotification reporting require
meuts with respect to such contrn.cts or pay 
practices are waived for all pay increases 
thereunder prior to January I, 1972. However, 
reports will have to be filed by January I, 
1972, on forms to be developed as to any 
pay uwreases In the a.oove categories wh1cll 
are pJ&oed In effect prior to January I, 1972. 
Such reports are required only In ba:rgaining 
or pay practice situations InvolVlng 1,000 or 
more employees. 

wage Increases under existing or future 
agreements in the construction industry, 
however, require prenotification and approval 
by the Construction Industry Stabilization 
COmmittee before they can be put into effect. 

APPENDIX C 

DEFINITIONAL DECISIONS ADOPTED BY THE PAY 
BOARD 

(1) Appropriate Employee Unit (Adopted 
November 12,1971). An appropriate employee 
unit for the measurement of changes In wllige 
and salary levels is a group composed of all 
employees in a bargaining unit, recognized 
employee categories, In a plant or other 
establishment, or In a department thereof, or 
in a company, or In an industry, as best 
adapted to preserve contractual or historical 
relatlon.shlps. 

(2) Base Date (Adopted November 12, 
1971). The base date from which general 
pay standard Increases shall be measured is 
November 13, 1971. 

[FRDoc.71~16913 Filed 11-16-71; 12 :37 pm) 

Chapter III-Price Commission 

PART 300-PRICE AND RENT 
STABILIZATION 

Clarification of Regulations 
The purpose of the amendment con

tained in item 1 is to change § 300.012 of 
Title 6, Chapter m, Code of Federal 
!regulations, hereinafter referred to as 
these regulations, to provide that a 
manufacturer may charge a price in ex
cess of the base price only to reflect al
lowable costs in effect on November 14 
1971, and cost increases incurred afte; 
November 14, 1971, reduced to reflect 
productivity gains, and subject to the 
profit margin as a percentage of sales 
limitation. The purpose of the amend
ments contained in item 2 is to insert the 
word "markup" before "base period" in 
paragraph (a) (1) of § 300.013, to add 
the word "dollar" before "sales" in para
~ph (b) (1) (il) of § 300.013 and to pro
Vide that highest dollar sales volume and 
percentages of total dollar sales "in the 
course of a year" are to determine the 
items to be posted in accordance with 
1300,013(b) (1) (li) of these regulations. 
~_~urpose of the amendments con
-.u:u in item 3 is to refer to "allow
able costs" instead of "allowable cost", 
to refer to "cost increases" instead of 
"cost increase", and to add the words 
"over. that" before the phrase "which 
prevaIled dUring the base period." 

The purpose of item 4 is to add "or 
~ther appropriate legal authority" after 
regulatory agency" in paragraphs (a) 

and (b) of § 300.016 of these regulations 
and to provide for certain certifications 
and .reports. The purpose of item 5 is to 
PrOVide. more complete guidance as to 
l'egulations for prenotification firms in 
l>aragraph (a) of § 300.051, and to amend 

RULES AN'D REGULATIONS 

paragraph (b) of § 300.051 to provide 
certain special provisions. The purpose of 
item 6 is to add certain reporting re
quirements to those set forth in § 300.052. 

The purpose of item 7 is to amend 
§ 300.203 to provide that, for prenotifica
tion firms, the operation of § 300.203 is 
subject to the requirements of § 300.051 
of these regulations. The purpose of item 
8 is to change reference to Part 10 to 
reference to Part 101 in § 300.401. The 
purpose of item 9 is to change § 301.501 
to § 300.50'1 of these regulations. The pur
pose of item 10 is to provide that guid
ance contained in paragraph (b) of 
§ 300.507 of these regulations does not 
apply to leases of real property exempted 
in accordance with § 300.401 and to sub
stitute the word "in" for the word "is" 
and to insert the word "after" before the 
date "August 14, 1971" in the second 
sentence of paragraph (b) (1) of 
§ 300.507, Item 10 also clarifles Price 
Commission regulations as to sales and 
leases of real property by placing provi
sions relating to the leasing of real prop
erty not previously leased in paragraph 
(b) (2) of § 300.507 and proviSions as to 
substantial capital improvements in 
paragraph (b) (3) of § 300.507 instead of 
in paragraph (b) of § 300.509. Item 10 
further provides that property which has 
undergone a substantial capital improve
ment shall be treated as property not pre
viously leased for the purpose of comput
ing a base price: Provided, however, That 
the base price may not be increased over 
the monthly rental charged before the 
substantial capital improvement was ini
tiated by more than 1 % percent of the 
cost of such capital improvement. The 
purpose of item 11 is to delete the word 
"function" from the second sentence of 
paragraph (c) of § 300.509 and to re
number paragraphs (c), (d), (e), and (n 
of § 300.509 to paragraphs (b), (c), (d), 
and (e) of § 300.509. 

1. Section 300.012 of these regulations 
is hereby amended to read as follows: 
§ 300.012 Manufacturers. 

A manufacturer may charge a price 
in excess of the base price (as deter
mined under Subpart F of this part), 
only to reflect allowable costs in effect 
on November 14, 1971, and cost increases 
incurred after November 14, 1971, re
duced to reflect productivity gains: Pro
vided, however, That the effect of all of 
a manufacturer's price changes is not 
to increase its proflt margin as a per
centage of sales, before income taxes, 
over that which prevailed during the 
base period (as defined in § 300.101). 

2. Paragraphs (a) (1) and (2) and (b) 
(1) (ii) of § 300.013 are hereby amended 
to read as follows: 
§ 300.013 Retailers and who\e!\a\er,. 

(a) In general. • * • 
(1) The customary initial percentage 

markup with respect to the property sold 
is equal to or less than such person's 
customary initial percentage markup 
which prevailed during the markup base 
period (as defined in § 300.101), provided 

(2) The effect of all such person's 
price changes is not to increase its profit 
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!llargin as a percentage of sales, before 
illcome taxes, over that which prevailed 
dUring the base period. 

(b) Posting requirement. (1) A re
tailer is required to display prominently 
at the place of sale, base prices with 
respect to: 

(j) All food products (except those 
which are exempt under the provisions 
of § 300.401) ; and 

(1j) Those 40 items in each depart
ment which have the highest dollar sales 
volume in the course of a year, or those 
items which account for 50 percent of 
total dollar sales in each department 
in the course of a year, whichever is less. 
Such base prices must be posted on or 
before January 1, 1972. No increase in 
price is allowable under paragraph (a) 
of this section until such base prices 
have been posted. 

• • * 
3. Section 300.014 of these regulations 

is hereby amended to read as follows: 
§ 300.014 Service organizations. 

A person which is a service organiza
tion may charge a price in excess of the 
base price with respect to the furnishing 
of services or the leasing of personal 
property only to reflect allowable costs 
in effect on November 14, 1971, and cost 
increases incurred after November 14, 
1971, reduced to reflect productivity 
gains: Provided, however, That such in
creased price shall not result in an in
crease in such person's profit margin as 
a percentage of sales, before income 
taxes, over that which prevailed during 
the base period. 

4. Paragraphs (a) and (b) of § 300.016 
of these regulations are hereby amended 
to read as follows: 
§ 300.016 Regulated public utilities. 

(a) In general. A person which is a 
regulated public utility as defined in sec
tion 770Ha) (33) of the Internal Revenue 
Code of 1954 (26 U.S.C. sec. 7701 (a) (33» 
may charge a price, rate, or tariff in ex
cess of the base price if such increase has 
been approved by a regulatory agency or 
other appropriate legal authority. A regu
lated person who had gross receipts of 
$100 million or more during its most 
recent fiscal year shall inform the Price 
Commission in writing of any agency or
der or order of other appropriate legal 
authority granting an increase and of 
any other authorized increase. A regu
lated person who had gross receipts 
between $50 million and $100 million 
during its most recent fiscal year shall 
immediately notify the Commission in 
writing of any agency order or order of 
other appropriate legal authority grant
ing an increase and of any other author
ized increase. 

(b) Special rule. In the case of rate 
increases which were approved by a regu
latory agency or other appropriate legal 
authority before November 14, 1971, but 
which were not permitted to take effect 
due to Executive Order 11615, such rate 
increase may take effect with respect to 
transactions occurring after Novem
ber 13, 1971. However, before such in
creases may take effect, such regulatory 
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agency or other appropriate legal au
thority shall review such increases with 
regard to their consistency \\'ith the pur
poses of the Economic Stabilization Act 
of 1970. as amended, and certify that any 
such increases or adjusted increases are 
consistent \I'lt 11 slich purposes. Such cer
tification. together with a report of the 
increased rate schedule thus put into 
effect. shO~'ing the amount of such in
creased rates. shall immediately be sup
plied to the Commission b,' any regulated 
person ~'hich receives such certification 
and which had gross receipts of $50 mil
lion or more during its most recent fiscal 
year. 

5. Paragraphs (a) and \bl of §300.051 
of these regulations are hereby amended 
to read as follows: 

§ 300.051 Prt'notification firlll~. 

(a) In general. (1) A manufacturer or 
a person which is a service organization 
which is a prenotification firm (as defined 
in § 301.101) may not charge a price in 
excess of the base price or charge an in
creased price in accordance with price 
changes resulting from calculation of a 
base price under Subpart F of this part 
before the Price Commission has ap
proved such increased price. In the event 
the Price Commission does not act upon a 
requested price increase within 30 days 
after receipt by the Price Commission of 
the request for such increase, such in
crease may go into effect. 

(2) A retailer or wholesaler which is a 
prenotification firm may not charge a 
price in excess of the base price before 
filing with the Price Commission notifica
tion of his customary initial percentage 
markups in such form and containing 
such information as may be prescribed by 
the Plice Commission. After such filing 
and after posting of base prices as re
quired by § 300.013(b), retailers' and 
wholesalers' prices may be adjusted so 
long as such adjustments do not operate 
to increase the customary initial per
centage markup above that authorized 
by § 300.013 and so long as the effect of all 
such person's price changes is not to in
crease its profit margin as a percentage 
of sales, before income taxes, over that 
which prevailed during the base period. 

(b) Special provisions. If, after No
vember 13. 1971. and through Decem
ber 31. 1971. a person which is a pre
notification firm submits a prenotifica
tion to the Price Commission and the 
Commission has not challenged the pro
posed price adjustments ~'ithin 72 hours 
after receipt of such prenotification. such 
price adjustments with respect to the fol
lowing may be placed in effect: 

(1) Price adjustments resulting from 
calculation of a base price under Subpart 
F of this part. 

(2) Price adjustments resulting from 
the operation of ~ 300.203. 

(3) Price adjustments which refiect 
increases in costs of labor pursuant to 
contracts or pay practices in effect before 
November 14. 1971, which become effec
tive during the period after November 13, 
1971 through December 31. 1971. 

RULES AND REGULATtONS 

(4) Price adjustments which were an
nounced or posted prior to August 15. 
1971. 

These special prenotification proviSions 
do not authorize price increases not 
otherwise allowable under the regulations 
in this part. 

6. Paragraph (a) of § 300.052 of these 
regulations is hereby amended to read 
as follows: 

§ :300.032 Ht'portilllt finm. 

(a) In general. A person which is a 
reporting firm shall file a quarterly report 
with the Price Commission in the form 
provided in paragraph (b) of this section 
within 15 days after the end of each fiscal 
quarter commencing with its first fiscal 
quarter ending after November 13. 1971. 
In addition. such person shall report to 
the Commission with respect to price 
changes resulting from calculation of a 
base price under Subpart F of this part 
or from the operation of § 300,203. re
lating to contracts entered into prior to 
August 15. 1971. 

* * * * 
7. Section 300.203 of these regulations 

is hereby amended to read as follows: 

§ 300.203 Contracts t'ntt'red into prior 
to August 15, 1971. 

The price specified in any binding con
tract for the sale of property or services 
entered into prior to August 15. 1971. 
with respect to any delivery or perform
ance occurring after November 13. 1971. 
shall be allowable: Provided. That the 
contract price shall not exceed that 
amount which would result in an increase 
in the person's profit margin as a per
centage of sales. before income taxes. 
over that prevailing during the base pe
riod: Provided, however. That a person 
which is a prenotification firm must com
ply with the requirements of § 300.051. 

8. Section 300.401 of these regulations 
is hereby amended to read as follows: 

§ 300.401 Exemptions. 

The provisions of this Part 300 shall 
apply to all transactions involving the 
sale or lease of property and services ex
cept those enumerated in Subpart D of 
Part 101 of this title. 

9. Section 301.501 of these regulations 
is hereby amended to read as follows: 

§ 300.501 In general. 

* • 
10. Section 300.507 of these regula

tions is hereby amended to read as 
follows: 

§ 300.507 Sail'S and leasc,.; of real prop
erty. 

(a) Sales of real property. This sec
tion applies to sales of real property not 
exempted under § 300.401. The base price 
with respect to the sale of any interest 
in real property which is held by the per
son for sale in the ordinary course of 
trade or business is the highest price re
ceived with respect to the same type of 
interest in similar real property during 

the freeze base period. In the case or , 
sale of an interest in real propertnrblcll 
IS not held for sale lU the ordinary coun. 
of a trade or busmess. such interest sbaD 
be deemed to be a new property for Pur. 
poses of paragraph (c) of § 300.509. 

(b) Leases of real property-tIl ,. 
gcncral. TIllS sectIOn applies to leases of 
real property not exempted under 
§ 300.401. The base price for a lease of 
an interest in real property is the highest 
price charged by the person with reslleCt 
to the same 01' substantially identical 
rental UlUts m a substantial number of 
transactIOns d urmg the freeze base pe. 
nod. A prOVISIOn 111 a lease of an interest 
111 real property executed prior to Au
gust 15, 1971. which provides for an In
creased rental to take effect after 
August 14, 1971. may take effect after 
November 13. 1971. to the extent such 
increased rental does not exceed the base 
price for the rental of such real 
property. 

(2) Property not previouslylcased. In 
the case of a person offering real prop. 
erty for lease which was never pre
viously leased, the base price shall be de
termined by a computation based on tbe 
average arms-length price receired by 
persons leasing comparable property in 
the same marketing area. For PUl']JOS('S 
of determining the average price referred 
to in the preceding sentence, only a 
quantity of transactions which is not in· 
substantial in relation to the total num· 
bel' of such transactions need be taken 
into consideration. 

(3) Capital improvements. A prop· 
erty. or part thereof. which undergoes 
a substantial capital improI'emen~ 
which property. after completion of the 
improvement, does not qualify as a re
habilitated dwelling under the stand· 
ards contained in § 101.32(g) (2) li)(b) 
of this title, shall be treated as a prop· 
erty not previously leased under sub· 
paragraph (2) of this paragraph: Pro· 
vided. however, That the base price for 
such improved property. or part thereof, 
may not be increased over the monthlY 
rental charged before the improvement 
was initiated by more than 1 Y:z percent 
of the cost of the substantial capital im· 
provement allocable to the property or 
part thereof. For purposes of this sub
paragraph. a substantial capital im' 
provement means a permanent improve
ment or betterment made to increase the 
value of the property or to restore the 
property. or part thereof. the cost of 
which equals or exceeds at least 3 
months' rent and exceeds $250. 

(4) Property vacant during the freeze 
base period. If the property had been 
vacant for more than 1 year prior to 
the beginning of the lease period the 
provisions of subparagraph (2) of tluS 
paragraph shall apply. 

11. Section 300.509 of these regula. 
tions is hereby amended to read a.'i fol· 
lows: 
§ 300.509 New properly and new ~". 

ices. 
(a) In general. For purposes of thIS 

section. new property or new serviceI 
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means property or services which the 
person has not offered for sale (or lease 
In the case of property) at any time 
cI.1JliDg the I-year period immediately 
preceding the date on which the person 
Is olfering the property or service for 
sale. . p 

(b) Personal property or sermces. er-
sona! property or serv~ces sI:all be 
deemed new if substantIal~y ~fferent 
from other property or servlCes In pur
pose, function, quality, or technology.or 
if the use of such property or serVice 
elfects a substantially different result. 
Property or services. that ~ffer from 
other property or services only In appear
ance, arrangement, or combination shS:ll 
not be considered as new. A change In 
fashion, style, form, or packaging will not 
ordinarily be deemed to create a new 
property or service. A property, or part 
thereof, which undergoes a substantial 
Capital improvement shall be treated as 
new property for purposes of a lease. For 
purposes of this paragraph, a substantial 
capital improvement means a permanent 
improvement or betterment made to in
crease the value of the property or to re
store the property, the cost of which 

RULES AND REGULATIONS 

equals or exceeds at least 3 months' rent 
and which exceeds $100. 

(c) Base price determination. In the 
case of a person offering new property or 
services, the base price shall be deemed 
to be, at the election of such person, 
either-

(1) The price determined under the 
methOd prescribed in paragraph (d) of 
this section, or 

(2) The price determined under the 
method prescribed in paragraph (e) of 
this section. 

(d) First method. The method re
ferred to in paragraph (c) (1) of this 
section is a method by which a person 
may determin~ the price with respect to 
new property or services by a computa
tion based on the unit cost (including di
rect and indirect costs) of a similar prop
erty or service of such person plus a 
factor for profit (before income taxes) 
which equals the profit rate actually 
earned with respect to such similar 
property or services. The rules in this 
paragraph shall not be applicable to 
transactions involving property or serv
ices with respect to which the person of
fers no other property or services which 
are similar thereto. 

21955 

(e) Second method. The method re
ferred to in paragraph (c) (2) of this sec
tion is a method by which a person may 
determine the price with respect to llew 
property or services by a computatIon 
based on the average prices received in 
a substantial number of arms-length 
transactions by persons selling or leasing 
comparable property or services in the 
same marketing area. 

Because the purpose of this Price Com
mission amendment is to provide im
mediate guidance as to the price and 
rent stabilization rules applicable after 
November 13, 1971, it is hereby found 
impracticable to issue this Price Commis
sion regulation with notice and public 
procedure thereon under 5 U.S.C., sec. 
533(b), or subject to the effective date 
limitation of 5 U.S.C., sec. 553(d). 

This amendment shall become effec
tive as of November 14, 1971. 

Dated: November 15,1971. 
C. JACKSON GRAYSON, Jr., 

Chairman of the Price Commission. 
[FR Doc.71-16863 Filed 11-15-71;6:10 pm] 
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UNITED 
STATES 

GOVERNMENT 
ORGANIZATION 

MANUAL 
1971/72 

omc. 01 1M Federal Reslste, • lI.tional Archives and Reeord. Se"""e 
General Servicea AdministrltiOC} 

Know your 
Government. .. 

The Manual describes the creation 
and authority, organization, and 
functions of the agencies in the 
legislative, judicial, and executive 
branches. 

Most agency statements include 
new "Sources of Information" 
listings which tell you what offices 
to contact for information on 
such matters as: 

• Consumer activities 

• Environmental programs 

• Government contracts 

• Employment 
• Services to small businesses 

• Availability of speakers and 
films for educational and 
civic groups 

This handbook is an indispensable 
reference tool for teachers, students, 
librarians, researchers, businessmen, 
and lawyers who need current 
official information about the 
U.S. Government. 

Order from 
SUPERINTENDENT OF DOCUMENTS 
U.S. GOVERNMENT PRINTING OFFICE 
WASHINGTON, D.C. 20402 

$ 3 00 per copy_ 
• Paperbound, w,ith charts 



The Department of the TREASURY 
~SHINGTON. D.C. 20220 TELEPHONE W04-2041 

FOR IMMEDIATE RELEASE N0vember 18, 1971 

The Treasury Department today issued the following 
statement: 

The Administration does not support the legislation 
today introduc~d by Representative Henry Reuss to raise 
the price of gold. Nothing in the remarks by Secretary 
Connally before the Economic Club of New York on Tuesday 
should be construed to reflect such support. 

000 



Price 
Commission 

rrIFICATION REPORTS, NOVEMBER 18, 1971 

Name of Company 

National Steel Corp. 
J. P. Stevens Co. 
Amer. Bakeries Co. 
Cities Service Gas Co. 
John Morrell & Co. 
Southern Calif. Edison Co. 
John Morrell & Co. 
Wisconsin Electric Power 
Southern Calif. Gas Co. 
Field Enterprise Inc. 
New Orleans Water & Sewer Co. 
Rainbow Baking Co. 
Rainbow Baking Co. 
Internation Paper Co. 
AIDer. Can Co. 
Continental Can Co. 
Colonial Baking Co. 
Kilpatrick Bakeries, Inc. 

No. Applications Submitted Today 18 
No. Firms Today 16 
Total Applications to Date 44 
Total Firms to Date 34 
Total Applications Approved to Date 1 
Total Applications Denied to Date 0 

(1) Data submitted 1S incomplete 

news 
Office of Public Affairs 
Room 7316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202-254-8540 

PNR #3 

Amount of 
Increase Sought 

7.2 
(1) 
(1) 
(1) 
(1) 
(1) 
(1) 
(1 ) 
(1 ) 
3.8 
(1) 
(1 ) 
(1) 
4.1 
2.2 
2.7 
(1) 
(l) 



The Department of the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

FOR IMMEDIATE RELEASE November 19, 1971 

TREASURY ANNOUNCES DIAMOND TIPS FOR PHONOGRAPH NEEDLES FROM 
THE UNITED KINGDOM ARE BEING SOLD AT LESS THAN FAIR VALUE 

Assistant Secretary of the Treasury Eugene T. Rossides announced 
today that diamond tips for phonograph needles from the United Kingdom 
are being, or are I ikely to be, sold at less than fair value within the 
meaning of the Antidumping Act, 1921, as amended. Notice of the 
determination wi II be publ ished in the Federal Register of Saturday, 
November 20, 1971 

The case wi I I now be referred to the Tariff Commission for a 
determination as to whether an American industry is being, or is likely 
to be, injured. In the event of an affirmative determination, dumping 
duties wil I be assessed on al I entries of diamond tips for phonograph 
needles on which dumping margins exist. 

A notice of Withholding of Appraisement was issued on August 21, 
1971, which stated that there was reasonable cause to bel ieve or suspect 
that there were sales at less than fair value. This notice invited 
interested parties to submit written views or arguments, or requests 
for an opportunity to present their views orally. No submissions or 
requests were rece i ved. 

During the period Februa.ry 1971 through September 1971, diamond 
tips for phonograph needles valued at approximately $200,000 were imported 
from the Un i ted Ki ngdom. 



FOR IMMEDIATE RELEASE 
,November 19, 1971 

EXECUTIVE OFFICE OF THE PRESIDENT 

COST OF news 
LIVING COUNCIL 

Office of Pub lic Affairs 
Room 812 
Washington. D.C. 20416 
Phone: 202-254-3010 

Joseph E. Mullaney has been appointed General Counselor the Cost 
or Living Council by Donald Rumsreld, Director or the Counsel, it was announced 
today. 

In this post, Mullaney will be responsible ror all legal matters 
concerning the authority and operations or the Council, and will report 
directly to the Council Director. 

Since August 1970, Mullaney had served as General Counsel in the 
Orfice or the Special Representative ror Trade Negotiations, in the 
Executive Orfice of the President. Prior to that, he was a partner in 
the law fir.m of Jones, Day, Cockley, and ReaviS, Cleveland, Ohio. 

He was valedictorian and graduated magna cum laude with a Bachelor 
of Arts Degree in English from Holy Cross College. He also was awarded 
a Bachelor of Law Degree, magna cum laude, from Harvard Law School. 

Mullaney is a member of the bar in Massachusetts and Ohio. He is 
a member of the National Board of Directors of the Holy Cross College 
Alumni Association. He has been active in Harvard Law School alumni 
activities and in the Cleveland Citizens' League. 

The 38-year-old Fall River, Mass., native is the son of the late 
Joseph E. and the Hon. Beatrice H. Mullaney, Judge of Probate of Bristol 
County, Mass. He is married to the former Rosemary Woodman of Randolph, 
Mass. They have five children: Joseph, III, Brian, Sean, Maura, and 
Evan. The Mullaney family resides in Potomac, Md. 

000 
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FOR TIMMEDIATE RELEASE 
November 19, 1971 

EXECUTIVE OFFICE OF THE PRESIDENT 

COST OF news 
LIVIN6 COUNCIL 

OPENING REMARKS 
Dr. Ezra Solomon 

Office of Pub lic Affairs 
Room 4013 
Washington, D.C. 20507 
Phone: 254-3240 

Member, Council of Economic Advisers 
on the 

October 1971, Consumer Price Index 

The report on the October Consumer Price Index issued today by the 
Bureau of Labor Statistics further confirms the fact that the 90-day freeze 
brought a virtual halt to price and rent increases. 

The report shows the October index rising by 0.2 percent. After 
seasonal adjustment the rise is only 0.1 percent. The latter figure 
contrasts strikingly with the average monthly increases of 0.4 percent 
in the 6 months ending August. Furthermore, if we eliminate those 
items which were not specifically measured in September, the October 
index shows no change from September. 

The Bureau of Labor Statistics has provided a detailed breakdown 
of nearly 100,000 September to October price comparisons. Of these 
9 out of 10 remained the same or declined. 

A second special analysis of 5,000 rental comparisons showed 
only 34 -- less than 1 percent -- with increases from September to 
October. 

Of the minor exceptions to stable or declining prices, most 
were centered in a) automobile prices, b) mortgage interest charges 
and property taxes, and c) apparel prices. 

The rise in automobile prices in October reflected the introduction 
of the new 1972 models. Dealers typically offer a smaller discount on 
new models than they do on new cars of the year earlier model. The Bureau 
of Labor Statistics in a separate analysis found no significant change in 
manufacturer's suggested retail prices for 1972 cars, after adjustments 
of quality improvements, compared to prices posted on 1971 models \,hen 
they were introduced a year ago. 
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Mortgage interest charges included in the October index reflect 
changes which took place in September. Property taxes, of course, are 
not subject to the wage-price freeze. 

The Bureau of Labor Statistics report shows apparel prices 
slightly higher in October; most of these are due to the delayed 
recording of seasonal price increases that had actually taken place 
between July and September on new lines of fall and winter clothing. 

When apparel price increases were reported last month, the Cost 
of Living Council asked the Internal Revenue Service to investigate 
compliance with ceiling prices for 14 apparel items in randomly selected 
stores throughout the country. The investigation also covered 4 foot
wear i terns and 5 food i terns. A total of 609 prices were checked in 
58 different cities. 

The compliance rate reported in this survey was 99 percent, 
with 549 prices being identical to their ceilings, 55 lower, and only 
5 above ceiling. One of those was rolled back on the spot, and the 
other 4 are being followed up. 



news 
RELEASE 

FOR IMMEDIATE RELEASE 

Pay Board 
Office of Public Affairs 
Room 8316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202·254-8500 

November 19, 1971 
PB-4 

The Pay Board has reviewed the first year provisions of the National 

Bituminous Coal Agreement of 1971, in accordance with the provisions of Pay 

Board Regul ati on 201. 14. 

The Board voted 10 to 3 to permit the first year provisions of the 

contract to take effect without modification. 

The Board found that the first year provisions of the contract were not 

unreasonably inconsistent with the criteria adopted by the Board. 

NOTE: Statements by the business members and the public members are attached. 



The Business Members of the Pay Board have requested the issuance of 
the following statement covering the National Bituminous Coal Wage Agre~nt: 

"We support the motion that the provisions of the coal contract which 
have come before the Pay Board for review, i.e., those increases in wages and 
benefits whi ch take effect November 12, 1971, be a 11 owed to take effect without 
challenge or modification on the following basis: 

"1. Over 4% of the increase in labor costs in the agreement are to make 
the welfare fund solvent and relate to increases in costs and bene
fits which occurred prior to the freeze and could have been imple
mented at any time without conflicting with the more stringent rules 
in effect during the freeze period. This portion of the increase has 
no flow-through effect on pay, but goes to protect and continue 
existing benefits to retired and disabled miners. Therefore, it does 
not adversely affect the objective of reducing inflation. 

112. The balance of the increase, approximately 11%, is permissible for the 
coal industry in 1971 in the light of the equitable position of the 
employees involved, the complexities of their work, the imperative nee 
of the industry to expand and attract new employees into its work 
force, and the on-going collective bargaining relationships which havE 
traditionally been applied in the coal industry. 

liThe approval is based on the facts and ci rcumstances surrounding this 
agreement wh i ch have been presented to and developed by the Pay Board, is con· 
sistent with the policies of the Pay Board and does not constitute a modificatio 
of the general pay standard previously announced. 1I 



November 19, 1971 

The Public Members of the Pay Board have requested the issuance 
of the following statement covering the National Bituminous Coal Wage 
Agreement: 

"Having reviewed the National Bituminous Coal Wage Agreement 
of 1971, the Public Members found that it is unreasonably in
consistent with the criteria established by this Board. 

"We found that the contract provides for an estimated increase 
in average hourly compensation of 16.8% during the first year, 
which is more than three times the amount contemplated by the 
general pay standard adopted by this Board for new contracts. 
It is highly improbable that the rate of inflation will be re
duced sufficiently to meet the goal of the stabilization effort 
if increases of this magnitude are permitted. 

"The policy statement adopted by the Board specifies three 
factors to be considered in evaluating contracts entered into 
before November 14, 1971. These are: ongoing collective bar
gaining relationships; the equitable position of the employees in
volved; and the impact of recent changes in the cost of living 
upon the employee's compensation. We have carefully weighed 
each of these factors. We have also taken into account the 
special problems of the coal industry, particularly the pre
carious financial position of the Welfare and Retirement Fund 
which jeopardizes the maintenance of miner's pensions and 
benefits. 

"A careful analysis of the experience of coal miners under the 
previous agreement covering the years 1968-71 showed that, 
despite the increase in the cost of living, wage adjustments 
permitted the coal miners to achieve an increase in real earn
ings equal to the long-term trend of national productivity. 

"We conclude that the maximum increase in first-year compensa
tion per manhour in the bituminous coal industry that is 
consistent with the special circumstances of this case and 
with attainment of the nation's economic stabilization goals 
is 12.5%. 

"This maximum increase was determined by taking into account 
the general pay standard of 5.5% for new contracts; a factor 
of 4.1% to make up the deficiency in the Health and We1£are 
Fund, most of which deficiency arises from an increase in 
benefits made in June 1969 without an appropriate increase in 
funding to finance the benefits; and a further adjustment to 
reflect inter-industry wage relations. 

'~e recognize that the modification of a collective bargaining 
agreement is a serious matter. However, the bituminous coal 
contract was negotiated during the Pay-Price Freeze, and was 
concluded after November 8th, when the general policies govern
ing pay adjustments were announced by the Board. In these cir-



cumstances, we believe the contract should be modified to 
bring it into conformity with the policies of this Board. 

"We, therefore, believe that the 1971 bituminous coal con
tract is not in compliance with the Economic Stabilization 
Act of 1970, as amended, and should have been modified in 
order to limit the first-year increase in compensation per 
manhour to 12.5%." 

2. 



news Pay Board 
RELEASE 

... ,. .... t 

Office of Public Affairs 
Room 8316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202·254-8500 

FOR IMMEDIATE RELEASE November 19, 1971 
PB-5 

The Pay Board today adopted the following policy deciRionR with 
respect to Section 301.1Z(c) of t~le Pay Doard regulations pertaining 
to "severe inequity." 

The Board has determined" that "severe inequity" exists in the 
following circumstances permitting retroactive payment of payor 
benefits: 

I. TANDEM RELATIONSHIPS 

In certain tandem relationships, retroactivity can be provided. 
For purposes of permitting retroactivity during the freeze period in 
such recognizeQ tandem relationships, the following conditions must 
be met: 

A "tandem relationship" means a well-established and 
consistently maintained practice whereby the precise 
timing, amount, and nature of general increases in 
wages, salaries, and other compensation of a given 
appropriate employee unit have so followed those of 
another such unit of employees of the same employer 
or of other employers within a commonly recognized 
industry (such as SIC two-digit category) that a 
general increase, in the normal operation of the prac
tice, would have been put into effect and have been 
applicable to work performed on or before November 13, 
1971, but for the operation of the freeze. 

1. The basic contract to tlhich tandem is claimed must 
have been completed before August 15. 

2. The tandem relationship was clearly established 
either for five years or in the last two bargaining 
agreements. 

3. The agreement for which retroactivity is sought ex
pired no more than 30 days after the basic agreement. 

4. It can be shown that retroactivity was either an estab
lished practice or had been agreed to prior to the end of 
the rreeze. 



II. Employees who would have become eligible for a new or in
creased benefit during the freeze and who otherwise cannot become 
eligible for the benefit may be granted the benefit retroactively. 

III. Low wage employees who would have become eligible for a 
pay increase during the freeze and whose rate of pay prior to the 
freeze was $2.00 per hour or less. 

* * * * * * * * * * * * * 

There was no vote to specifically exclude teachers from today's 
decision on retroactivity. 

Employers who believe their situations meet criteria established 
by the Board for retroactivity, may file requests for Board approval 
with their local ItS office. IRS advises that forms for this purpose 
will be available in district offices on Monday, November 29, 1971. 

NOTE: The above Pay Board policy decisions are promulgated as a news 
release at this time for general guidance only; they will be further 
developed and refined for subsequent Board approval for publication in 
the Federal Register as Pay Board regulations. 



The Deportment of the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

OPENING REMARKS OF THE HONORABLE JOHN B. CONNALLY 

SECRETARY OF THE TREASURY 

AT A NEWS CONFERENCE 

U.S. TREASURY, NOVEMBER 22, 1971 

When I returned from a trip to the 
a few days ago, as soon as I landed in 
I was asked, "Was Phase I a success?" 
"What is going to happen in Phase II?" 

Aithough at this early date it is 
to evaluate the total impact of Phase 
evidence of solid accomplishments and 
Let me list a few of them for you: 

Far East 
Washington 
And then, 

impossible 
I, there lS 

results. 

The Consumer Price Index rose only .2% in 
September and only .1% in October, which is 
the smallest rate of increase since April, 1967. 

Wholesale prices which rose .7% in August, 
climbed only .1% in October. 

The important industrial commodities component 
of the wholesale price index dropped by .1% in 
September and dropped .3% in October. This 
October drop was the largest decline in 11 years. 

The rat~ of inflation as measured by the 
GNP deflator has dropped steadily. In the 
first quarter of 1971, it was running at a 
5.2% annual rate. In the second quarter, 
it dropped to an annual rate of 4.1%,and in 
the third quarter it registered only a 3% 
annual rate. 

C-203 



-2-

Retail s~les fo~ October were indeed up to expectations 
and were runnlng close to 12% above October 1970. 

Inspite of much talk about d lack of confidence 
reflected ln large savings, the facts are: 

--1. Savi~gs as a percentage of disposable personal 
income dropped from 8.2% to 7.7% from the second to the 
third quarter and consumer installment credit for September 
reached a $12 billion annual rate, which is the largest 
increase on record. 

Automobile sales reached a record all-time high during 
the month of October, in which more than one million new 
cars were sold. 

--2. Private housing starts in the third quarter were 
at an annual rate of 2.1 million. The rate of housing 
starts in the first ten months of 1971 is at a higher 
annual rate than at any time in history. 

--3. Interest rates have been declining over a broad 
front during the freeze, indicating a reduction in 
inflationary expectations. This is true of Treasury Bills, 
Treasury Bonds, Corporate Bonds, New Municipals, the 
Federal Discount Rate and the Prime Rate. Mortgage rates 
have b~en dropping and money is available. 

--4. The unemployment rate in October was 5.8%-
down from 6.1% in August. That's still too high but at 
least it's down some. The number of employed has actually 
grown 600,000 since August. 

So far as consumer confidence is concerned, it is 
important to note that the Sindlinger Consumer Confidence 
Index shows that consumer confidence has risen markedly. 
It was 117.7 immediately before the imposition of the 
freeze. It stood at 127.9 on November 10. 

The McGraw-Hill Survey of Plant and Equipment Spending 
Plans for the Fall of 1971 shows an anticipated increase 
of capital spending of 7%, so there is ample reason to 
believe that confidence in the program is strong. 

With respect to Phase II, I am equally confident that 
it will succeed. 

Congress has not yet acted on the President's program 
to stimulate the economy by reducing personal taxes, 
creating a job development credit to provide more jobs,.to 
repeal the excise tax on automobiles which will result In 
an average of $200 being refunded to every automobile buyer. 
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When this program is passed and the effects are felt, 
I believe it will provide a powerful stimulant to economic 
expansion and new job creation. 

The third element of the President's new economic 
policy concerns the international monetary system. 

I have in the past few days called a meeting of the 
Group of 10, which is made up of the principal trading 
nations of the world. We're to meet in Rome on November 30 
to continue discussions looking toward a solution of the 
realignment of exchange rates, improvement in trading 
practices and greater progress on burden-sharing. 

The President has spent a great deal of time on this 
particular matter. We have been consulting with a number 
of nations in the past several weeks and although the 
solution to the problem is not easy, I am very hopeful that 
real progress can be made in the upcoming weeks. 

I have great confidence that we can approach 1972 with 
great certainty that we will continue to make progress in 
fighting inflation; that there will be economic stimulation 
and expansion; that there will be additional jobs for 
American workmen and a decline in the number of unemployed. 

I am confident that there will be some realignment of 
international exchange rates and that a strong measure of 
stability will be maintained in the international monetary 
system. 
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MR 0 BRW1.illY: 
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Good morn1ngo The S~ rules w1ll 

apply this tlm~ as last time. Th;Ls is an on-the-record press 

conferenee. The only thing we ask you to do is: when you 

asl{ your qua stian" 1;iill you stand up" and please speak loUdly 

~nough,. and clearly enough, so the shot-gun mike can p1ck 

yell up_ 

~l1e Secre ta:ry 1;)111 have an opening statement. 

\'J5 -:1ill l1ave a text available after the pre SoS 

ccnf!renc~ -- very shortly thersafter. 

SECJ.H;TJ.,R'1 CONnALLY: Gcod morning" lad1es and 

g~:."'.Jv1~;'1gL~ r()i.1t:c'CL::'''Y to th~ usual pl"actice, th1s morning I am 

going 'co l1a"re a br~~f op~nir:g stat~ili..ar"t -- for about three 

N:le:1 I 1'0 turr;~d ft",~in a trip 'co the Far East a 

f~.':·! CI.::l.:,TS ag'), as I landed in i.rJashingtcn" I 1JlaS aSked.. "Was 

And 'chen.? in.evitably" "Wha'~ 1s going 

to l;appen in ?llase II? 11 

Although at this sarly date it is impossible t.c 

elaluat~ the total impact 0f PhaE9 I) there is evidence 

~f solid accom91ish~3nts and resultso L~t rn4 list a few of 

theTi1 '7.'or you: 

The CGn~,umer Prief; Injex ros~ only t~lo-tenths 

of one perCen~ in Sept~~b~rJ and only one-tenth of one percent 

in Octct~r~ This is the ~mallest rate of increase since 

April J 1S167 , 



Whole sale price s, ~lhlch rose seven-tenths of one 

perc~nt in August, climb~d only one-tenth of or.e percent 

in Oc tober" 

The impo:c-tant industrial commadi tie s component 

of the l~hcJ.s sale Price Index dropped by one-tenth of one 

percsnt in Sept~mber, and dropped thrae -t~nths of one 

perc~nt in 0ctober. It is significant that the Octocer 

drop was ~he largsst decllne in 11 years. 

NO~/J J- the rats of inf'lation -- as rnsasured by th~ 

GNP Ceflator -- has dropped steadily. In the ~irst quarter 

of 1~71~ it ~aE ru~ning at an annual rate c£ 5.2%. In th0 

r::ecoEd Q"...larter J it dropped to an annual ra'ce of' 4-.1% and, in 

th~ 'c:'1ird GuartsJ:', it registered only a 3~6 annual rate. 

NmiJ vlhat about retail sales? 

One of tbe repor't~rs in th~ last ti']O days has aSked 

m~ about tl1at~ and rr.ads quit~ a potn~ of the i'act that retail 

sales K~re not up to expectati'-ns~ Bl.:,.t l~t me point Q'.lt 

that retail sa19s for October were) i~deedl up to expectations. 

TheY a1"-3 running cloee to 12% abOVe Oc":ober" 1970 and" in 

spi'c~ of mU8l1 talk Cibout a lack of confidence -- YJhlcr~ ,,;as 

reflectsd in large savings -- the facts are that savirgs, as 

a psr~9ntag9 of disposable personal income) dropped from 

8.2% to 7.7%.) from tll~ ~ecQnd Q\.larter to the 'thi:-d quarte:'. 

Consume:::- Installment Credit for SepterrJ::;c:T.' rQacl1ed a Si12 billion 

annual rate, which is the largest increaEe en reCord in the 



'C'nited Statt..so 

Automobile ;:lale s reached a record all-time high 

during the month of Ootober~ in which more than one million 

new automobiles wer~ sold. 

Pr-i -"ate hcusing starts in the thil"d quar'ter were 

at an annual l"ate of 2.1 mil1i()n. NO\,i, the rate of housing 

starts in tl15 first ten months of 1911 is at a higher annual 
th~ 

rat~ than at any tirr~ in/histor'Y of the United states. 

ll~"l, the s-:: last t\<JO items are 'IIhat Vie l}all "big 

ti::;ket it~ms". Uhen you get aut.omobile sales running at 

the rate of $1 million a month} and when yQU get huusing 

starts runni.ng at -c:le rate of $2,.1 million, Y'JU are making 

some real pro3re ss 5 .. n the e;~paJ.1siJn of this eoonomy. 

During this S3.1M pe"'iod of tlm~, interest rates 

hg:ve. 'te~n declining OVer a broad front during the freeze .. 

indicatir..g a );'edl).c tien :In inflatlonary expec ta tionso This 

is tr~~ of T~ensury billG; Tr~asury bJnds; oorporat~ bO~ds; 

lie VI Municipals j the Fede:::al Di scount Rate; and Prime Rat~ j 

an{ mortQ;age rc..~:e ~ are dropping "lith a:nple money available 

NOl.. on l,!1elilploylJ1~nt: The u~1employ;r,en t rate in 

OC'SCb3r' 'VlaS 5.8% -- dOl'lll from 6.1% in August. Still too high .-

5.8% is still too h:i.gh but, at least, it is do~m some. The 

number of ~nplcY8d -- equally important -- has actually 

gro-rso 600 J ooo since August. There are 600,000 more employed 



in October than there were in August. 

Now, We have heard a great deal about "COnSUIllaI' 

conf1dence 11: The fae t that there was not any. 

5 

Le t 1M poin t out to you that the Sind11ngeI' ConsurnaI' 

Confidence Index shows that consumer confidence has risen 

marl<edly. It was 117.7 immediately before the imposit1on of 

the freeze, and it stood at 127.9 on Nov&mber 10, 19710 

The McGra~l-Hill Survey of Plant and Equipment 

Spending Plans for the Fall 01' 1971 ShO\,IS an ant101pated 

increase of capital sp~nding of' 7%, so there is ample reason 

to bel1eve that confidence in the program 1s strong. 

NO\'I" with re speot to Phase II" I am equally cO~1f'1dent 

that it will succeed. 

Congress has not yet acted on the President's 

program to stimulate the economy by reducing personal 

taxes; oreating a Job developrr~nt credit to provide more 

jobs; to repeal the excise tax on automobiles. \,/hlch w1ll 

result in an average o£ $200 being refunded to every purchaser 

of an automobile in this country. 

But \'Jhen this program 1s passed and the ef'fects 

are felt, I believe it will provide a powerful stimulant 

to economic expansion and new-Job creat1on. 

Now, the third element of' the President's 

new Economic Policy concerns the International Monetary 

System. I have, 1n the past few days" called a meet1ng of the 
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Group of Ten which", as you lcnOl'l ~ is made up of the principal 

trading Na tiona of the World. tve are to mee t in Rome on 

NC"iember 30 to continue discuesions InokinE: to\'rard a reaJ1gJ'll':'€nt 

of exchange rates; improvements In trading practices; and 

greater pro,~reas on "bv;."'den-sl!3..ring". 

You \tJill be inteI'e sted to know that the Pre sident I 

himself J has spent a great deal of tim.e on this particular 

matter i'lith me and and with other'S in the Administration 

during the past few weeks. During the~e past weeks", we 

have been consulting with a number of Nations and,1 although 

thE\ solution to the problem is not an easy one: I am very 

hopeful that real progress can be made in the upcoming ,",'uk. 

I have great confidence that we can approach 1972 with 

gre-at cert8inty that we 'Ilill continue to make progress in 

fighting inflation; 

That there "lill be economic stimulation and 

expansion; 

Tha'c· there illill be additional jobs for American 

workmen~ and a decline in the number of unemployed. 

I am confident that the will be some. realignment 

of International exchange rates and that a strong measure 

of stability will be maintained in the International 

Monetary Systemo 

I will be delighted; novl; to take your questions. 
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MEMBER OF THE PRESS: r-b:'~ Seoretary, I lenow fou 

make it a polioy not to seaond-guess the Pay Board but. ae 

a matter of personal op1n1on~ do yo~ t~ that the Soft 

Coal settlement~ as a precedent~ is going to be helpful 

toward aohieving the goal of reduo1ng the rate of inflat10n 

by half? 

SECRETARY CONNALLY: Mr. SohotT, you are absolutel 7 

correct. I don't want to make a habit of second guessing 

the Pay Board, or the Price Comm1ssion, or the Committee on 

Interest and D1v1dends. But, as a layman not speaking 

as a Chairman of the Cost of Living Council I was very 

disappointed in the Coal action, and I certainly hope 1t 1s 

not a precedent, nor do I view it as one. 

MEMBER OF THE PRESS: Mr. Seoretary, do you expect 

that the corning Rome meetibg of the Group ot Ten m1Sht 

produce a break through tor a solution to the monetary problem, 

or something less than that? 

SECRETARY CONNALLY: Mr. Janssen, I am impressed bJ 

Chancellor BarberIs remarks only yesterday, when he sa1d 

it was too much to hope that difficult and oomplex problems, 

such as "Ie face in the Rome mee ting, can be solved in one 

meeting. That, rrankly~ rerlects my own view. I think 

we can make progress, but I would not anticipate -- I th1nk 

we would be doing all of ourselves an injustice to 

ant1cipate -- we can reach a final solut1on to allot the 



difficult problems in that meeting. 

MEfIDER OF THE PRESS: Mr. Secretary~ with all of 

this confidence in the economy that you just stated, why 

did you feel compelled to make this IIpep talk" thls morning? 

SECRETARY CONNALLY: Mr. L1 sagor, I did not really 

feel compelled to do it, but! had an interview \,lith you 

and a couple of other newsmen) recently) and I thought in 

fa1rness) I ought to make myself available for questions 

from a broader spectrum of the Press. 

MEMBER OF THE PRESS: At your last Press Conferenc 

you extended a very cordial invitation to AF1~CIO President 

Meany to join the: Pay Board. In vie',l of trlI'. Meany's per

formance in these past fevl 1,tleeks J are you having any second 

thoughts about that? 

SECRETARY CONNALLY: 

cordial welcorr..e to him? 

Did you say I extended a 

MEMBER OF THE PRESS: It seerr.ed so. It seemed SOl 

a t the time. 

SECRETARY CONNALLY: I think it could have been 

then characterized a:3 a cordial 't'Jelcome. It probably should 

be more characterized as a sincere appeal to OrganizEd Labor: 

first, to accept membership on the Pay Board; and secondly, 

to continue to support the actions of that Pay Board. 

Now, having said that, let me also say that, in my 

humblp.. opinion J the ac tions of.Ml" Meanv in Miami last week 
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r~flected an ar~ogance and a boori~hness and a discourtesy 

that ill becomes a leader of: the Amer1.can Labor I~Overoont 

of the United States. 

I '\;h1.nk 1 t should be apparent that eVery ef:fort 

has been made by this Administration to structure t!le Pay 

Board as Mr. Meany said he wanted 1 t struct1.1I'ed - as a 

tri-partlte Board. We have done everything Ttli thin our 

pov:er to say to them that the ir partlcipa tion VTas vi tal 

to the real 3UCc.ess of the program>but I think at the 

sarna titne \'~e must make. abundantly clear that we cannot 

permlt. one man to p'I.\'e himself above the interest of all 

0:-: the 'Vlorlcing people of: this Country. There a..r>e 80 million 

werking people in the United States. He does not represent 

all of these people, and We ~cannot permit O~E man -- for 

,\,111atever reason -- to undermine and to unde1"'cut the progress 

'Gllat is being made in our fight against in.flation; to· 

ccnt:Lnu,~ the economic expansion of this economy; to provide 

the jobs for people ~:hom he. repre;:;ents,:o among others. 

NE!·IDER OF THE PRESS: Do you thinl-c he should talee 

the pay raise the conv~ntion voted for him? 

3ECPillTARY CONNALLY: That is a matter for his 

o'm conscience. I think it ref'lects a flagrant contempt, 

really, o£ the Program and I think~ again, it ill becomes 

the man to have his sdlary raised .from $70,000 to $90 .. 000 

at a time when we are asking other people to make common 
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sacrifices in tr.e interest of all of the people of this 

Countr'y. 

f>T!/iDER OF (rHE PRESS: Mr. Connally J sir -- Sarah 

san ~e go back to history 'co another day I some 

:'lears bacl{, and think vii th you ho\>] you fe 1 t then at Dallas? 

Thi.s i:3 an anr5v-2X"snry date:.. ::: \>londer if you would tell us 

1101'j yell f.s.e.l nO\,l J as you reflec t on that. It \'las about 

the sa~ titTo, 1;;8.3 it net? 

SECRETARy CONNALLY: Sarah :: did not realize today 

was Nov~~bBr 22, 30 I have h~d no thoUGhts about it. 

I 11q:e you 1:Iil1 torgive rr.e if I don't respond 

furtll~J' abOL'.'C it. I renlly \'J8.3 not consciouB today '\.\las that 

!,'2NBER OF' THE PP}:;SS: r~r. Sccl'~tal"YJ sir, are you aVlare 

";:' any \'lI'i \~ep Cl" publJshe:r 1;1110 is rushing into print w1 th 

:l cwITljJaign Li.cgrap11Y C1 you -- 1'llth or l .. ,itholl'C your consent? 

SECFft:T_l\RY CONNALLY: No, Mr. Alexander, I certainly 

aD ~ot a~are cf an~ore rushin~ into print with a biography 

abc~t m8. I hcps T know about it wh9n it happensl 

T-TVEfE r~F Tl~S PFESS: Ilir. Secl'etarYJ in vie~l of your 

8cr',~1,::r:ts en fk. ?rs::my s beha-rlor J do you think that the Program 

e vol":s to tile point vlhe.re 1 t \'111: be handled 

by a Fublic Beard: or the Cant of Living CounCil} without 

Lab?r oarticipation? 

8ECFETAl1Y COlTNf\LLY: No, I don't think so, and I hope 
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not. I think the comments that I made go to Mr. M3any 

personally. They are not directed to the Labor movement 

as a whole. I think the Labor movement, generally, supported 

the Wage/Price freeze during the time that it was in existence. 

Every indication that we have would tell us that. I think 

the Laboring people -- the organi~ed Laboring people in 

this Country are not unlike everybody else. They want 

economic stability. They want a cessation or inflation. 

They t'lant more job opportunl t1e s for the unemployed. 

Their interests are no different from the 1nterests of the 

American people in general" and. I think they \'Tilll and they 

shoUld, remain on the Pay Board. 

There are going to be differences amongst us, of 

course" but I don't think those dirrerences \,1111 be ~o Wide" 

nor so deEp~ as to preclude the~ continued part1cipation 

in the vital decisions that the Pay Board has to make. 

MEMBER OF THE PRESS: In recent weeks, there have 

been seVeral statement~ in the Congress, crit1cizlng the 

Adm1nistration ' s treatrrent of Canada~ warning of a broader 

de'~erioratlon of Canad.a /u _ S. relations because of the sur

charge. 

Can you tell us how the Trade talks with Canada 

are proceeding? Specifically: what concessions on Trade 

the U. S. wants .from Canada. 

SECRETARY CONNALLY: I will attempt to answe~ some 
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of thof:!e. 

There are always some comments and speeche~ in th(! 

Congress about nearly everything.. so the Canada/UoS. relat10ns 

are not unique in that regard. 

I thinle OUX' relationships are good. We have been 

mee ting i.'/i th them OVer the past several weeks. \1Je have had 

teams with them, talking VYi'i;h them about various Trade 

problems~ and they understand much of cur problems. 

You have to recall that history has not been 

obli terate;d from their minds. They i.mposed a 10% surcharge 

in 1964, and they kept it on for nine mcnths in order to 

try to co::..~rec t 'chell'" bale.nee -of -payments. They then came to 

us and said, in effect, ll~;e. ha'Y's to have help". And it 

"las rougr.ly in 1965 that \'.'8 began negotiating the Automotive 

Agree.ment \'Jith Canada ur.der uhich, franlcly, they have much 

the best cf the deaL And, as a conseqUence of the last 

six years, they prospered ,\'eJ.1; they have had high employmentj 

they hav.~ had tremendous real growth in their GNP. 

Last yaar, He had $1 billion, 700 million deficit 

with Canada, the largest deficit \,;e have had with any trading 

nat:lon in the world. They know that. They understand it. They 

are no different from any other CountrjT. They are going to 

lool{ after thems(; 1 ve S J and we have to do the same, In the 

process, there are some slight changes and modifications that 

have to be made, but there is nothing inherently bad in our 



relations with Canadao 

about it? 

MEMBER OF THE PRESS: What about MeXico, e:1.r? 

SECRE'1'ARY CONNALLY; Well, it is a great Nation. 

(Laughter) 

MEMBER OF THE PRESS: No, sir. Seriously, what 
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SECRETARY CONNALLY: I am answering you very seriously. 

It 1s a. great Nation. They say we are causing them trouble 

because of the 10% surcharge, yet we allow OUl' citizens to 

go into Mexico, to bring back $100 worth of purchases free 

of any duty whatsoever) but they donlt accord us that privilege. 

As a matter of fact, they have tightened down now, on the Border# 

to where no Mexican aitizen can coma over and shop as they 

traditionally have been shopping all along the Border from 

Brownsville to San Diego. 

The same with Canada: 

in our trade '1l1th Canada .. People 

We allow a $100 exempt10n 

oan go there and buy $100 

\,lorth of commoditi.es Qr goods, and brIng it back, totally free a 

They allow a $25.0C exemption. 

So there are a great many things l1ke this that 

the American people are not aware of' # that we are aware ot. 

We are not fussing about it. We don't go out and make speeches 

about it. We want to bring about some changes - equ1table 

changes -- so that we can maintain an equilibrium in our 

Trade balance s • 
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MEMBER OF THE PRESS: Mr. Secretary I returning again 

to the Miami Beach speech of the President: How do you v1ew 

reports that President Nixon hoped to provoke a hostile 

reception there to drive a wedge between Labor leadership 

and the rank-and-file? 

SECRETARY CONNALLY: 1 don't believe that at all. 

I donlt place any credence in it, whatsoever. I think eveI'yth1ns 

the President has done and sald, and everything that has been 

said and done by others in this Administration) would lead you to 

the contrary conclusion and belief. 

MEMBER OF THE PRESS: Mr. Secretary, aside from your 

r~rsonal feelings about Mr. Meany il/hleh -- having been 1n 

Miami - I understand are heartily reCiprocated, I would 

like to go to the substance of the AFL-CIO position. Their 

position is they will remain on the Pay Board for the time 
-- in their words --

being as long as/they can see any hope of getting retro-

activity, but will not cooperate. 

Do you think that they can continue to function 

on the Pay Board if they don't cooperate? 

SECRETARY CONNALLY: Hell, they cannot function 

as \:J61l as they could, and as well as they should, if they 

don 1 t cooperate. If they \'1ould but adopt the prem1se that 

is a very sound premise ~ that the only reason for the creation 

of the Pay Board, baSically, is to try to stop inflation that 

was eating up the benef'1 ts of their ~wn mem'b'eJ.'lB .. ~es; if 
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they would adopt the premise that the whole purpose ot this 

entire Economic Program is to try to provide economio stab1l1ty. 

economic expansion, additional jobs for Amer10an workmen and. 

at the same time, to do it when we ara winding down a war 

at the 6a~e time that we are trying to stop inflation; that 

it is inconceivable to me that a responsible group of people 

would not cooperate in a program or this type. 

~EMBER OF THE PRESS: Secretary Connally. what would 

You have to say concerning the businessmen who agreed to let 

the Coal Settlement go through, utterly unchallenged? 

SECRETARY CONNALLY: ! expressed my Views on that 

a moment ago. I was disappointed in the decis1on. 

Now, I am not ramillar with all or the facts. so 

my response is the response o£ a layman. But it appeared 

on the face of it - that it certainly contravened the 

guidelines and the standards set ror the Pay Board. To that 

extentJ I was disappointed. I hope it vr1ll not be viewed 

as a precedent, because this Program has to work. 

MEMBER OF THE PRESS: Is there anything you can do, 

from the Cost or Living Council J to coordinate Pay and Price? 

SECRETARY CONNALLY: No. No. Not at this po1nt. 

We said at the outset -- and I want to reiterate 

today - we are not, at the Cost of Living Counc1l. go1ng to 

try to second-guess the deoisions of the Pay Board or the 
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Price Oommission. Over a period or time" we will look at 

the overall resUlts, but we certainly don't 1ntend to review 

them on a case-bt-case basis. 

MEMBER OF THE PRESS: Mr. Sect'etary" me»et or the 

1,000 Labor leadeI's at Miami Beach went along with Mr. Msany. 

Were they being arrogant and bOOI'lsh, also? 

SECRETARY CONNALLY: CertaInly not to the same 

extent. They were not in charge of the meeting. They did not 

make the comments about, "We can now begin with Act 11." 

TheY were not reapons:Lble for the comment that, 

"Nill the members and guest please take their seata"" and 

the other things which, obviously, Mr. Meany did. 

So r would not say that each of the individuals 

there had their view3 necessarily reflected by the pres1d1ng 

officer of that meeting. 

MEMBER OF THE PRESS: Mr. Secretary" in v1ew of your 

statement of confidence earlier today, how do you explain 

the sluggishness, to put it mildly" of the stock market, 

and the many reports we hear of J of lacl( of confidence an~ 

confusion in the business community and) indeed" among the 

public? 

SECRETARy CONNALLY: I don 1 t think there is a lack 

of confidence in the public at all. I just .read you so~ 

figures with respect to installment credit which 1ncrea~d 

in the month of Dc'cober by $999 ml!11'on" the hisnest increaae 
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in the history of the United States. It is running at the 

rate of,an annual rate, $12 billi~n. Sp~nd1ng is up 

at the Consumer level CQnsumers are expressing a high 

degree of confidenca ~.n th13 Program and in what is golng 

~o hap~en .. 

Now~ I grant you that the businessmen have been 

more reluctant. Normally, the businessmen anticipate Consumer 

demand, and they struoture their organizations and thelr 

production to meet that demand and j in this particular oaee j 

I think they have been l1ving Gut of 1nventory. I th1nk 

the drag in the whole economy~ very £rankly~ is the attitude 

of the businessmen. I cannot expla1n itj except that I 

think they are out of step with Consumer demand, and I think 

they are out of step with what the eoonomy is go1ng to do. 

MBMBER OF THE PRESS: And the stock market" wh1ch 

has not reflected your view? 

SECRETARY CONNALLY: ! think the Bond Market ls 

in excellent shape;, I think 1 t reflects strength.. The 

stook market has been going down recently, but 1t is up from 

vlhat it was a number ot months ago. It w1ll fluctuate, I think" 

wildly, up and down, as it has been, but I don't see anyth~g 

to be worried about in the stook market. Frankly, I think 

the market -- those smart people who are ln the market have 

came to the realization that this Program 1s golng to W0rkj 

that there is not going to be the 1nf'lat1on in the market 



18 

that there has been traditionally in the past, and they have 

discounted the market for that very reason. 

I think that iB a good part of the IImarket" situation. 

ltU!:MBER OF THE PRESS: Mr. Secretary, how long do 

you think the Auto Industry boom is going to last? 

How much mare expansion de you feal will come 

there? 

SECRETARY CONNALLY: I would not tlant to hazard 

a guess as to how long it 'Nill be. It seems that, tlith 

respect to automobiles at least, the American appet1ta 

is almos'c insatiable. So I think we can anticipate that 

it '\'Jill continue for some tlme J particularly when you 

realize that, for every four new automobiles, three old 

ones are retired and~ with the new improvements that are 

coming on automobiles, the new pollution devices, the new 

protective devices, etc., that are being put on automobiles, 

I think, frankly, you can look for excellent automobile sales 

for the next several years. 

fF,ElvffiER OF THE PRE SS: Mr. Se cre tary J in vie \,1 of your 

st~ong disappointment at the Soft Coal settlement, can you 

te 11 us at what polnt the Cost of L1 ving Counoil will step in 

and do something about the pay increases? 

SECRETARY CONNALLY: No, Mr. Lisagor, I can't tell 

you at what point \·le will step in. The Pay Board and the 

Price Commission have not yet had 30 days in which to functiQn. 
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They h.ave made only a relat:!.:'Jely i'ew dec1sions. ! think 

they performed remarkably well. as a matter ot taot, in 

getting out the guidellnee which they have, and eatab11shing 

the c~iter1a whioh they have; and bUilding a force to cope 

with the many problems that theYl obviously, w1ll have to 

cope with. So I l'/ould not want to put a t1me table on it; 

but you can be sure it \lli11 be several months ott be:fore 

we attempt to review their actions. 

MEMBER OF THE PRESS: Mr. Secretary, when you go 

to Rome on the 30th of the month, will you go prepared to 

negotiate Tor the valuation of the dollar against gold? 

SECRETARY CONNALLY: No. I th1nk the pos1t1on or 

thE United states on gold has been very clear. The President 

has made that posi tlon very clear, and we aI'e go1ng to Rome 

in a sincere effort to try to work out the problems that 

we have with respect to the realignment of cu~ncies; with 

reBpe~t to trade practices; and burden sharing; but we recmgnlze> 

I think, as do most countries around the world, that gold 

has to be demonetized in the future International Monetary 

Structure, and we certainly do not want to do anyth1ng that 

would tend to re-emphas1ze the importance of gold in the 

system. Tha tis our primary re ason. Franlcly, we don't 

think it has any great economic impact. 

MEMBER OF THE PRESS: Mr. Seoretary" the legislat10n 

that 1s taking shape in C to cove'r Phase II has ongresB 
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retroactive \-rage increases! and the House Bill has Control 

of Interest Rates. 

vlould you advise the President to veto suoh a 

Bill? 

SECRETARY CONNALLY: ! am not prepared, yet, to say 

what my advice to the President 'flould be. The Patman 

Amendment with respect to Control of Interest Rates is 

imprecise to the extent that 1t ~an be interpreted both 

as requiring in'ceI'e st rates be controlled; and hiB o\'m 

interpretatlon :i.s that it does not do so; that it zrerely 

gives the President the lluthority to do It,and. ifl 1ndeed, 

that is th~ interpretation J I would hope that that particular 

amendment \'lOuld be clarified. 

Wlth re spec t to the Minish amendment in the 

House: we strongly opposed that amendment. 'A similar 

amendment was offered in the Senate that is much more 

acceptable. It provides, in effect, that retroactive pay 

increaseS 'tIlOuld be allowed where they are not inoonsistent 

1;Jith the policies and the criteria establishad by the Pay 

Board. So it, at least, relates back to the cr1teria 

of the Pay Board
J 

and that might be acceptable in the final 

analysis" if Vie can get language of that type. 

MEMBER OF THE. PRESS: Mr. Secretary, do your 

comments that the Council will not second-guess the Pay Board 

on the Coal Se ttlement mean that that 1s an accomp11shed tact 
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not'll a:nd that the r"e is :.uwt,h:tng c.i1clt can be done about it? 

AJ.80 .• 1 vlOulrl like to ask you if th1s does not put 

the Price ('nmml::)::~:t.Oil. in the pns:! tion of having to approve 

a price increal;iiV that goes way beyond the guidelines that have 

been set? 

SI~CnETAR.Y CONNJI,LLY: My comments on the Coal 

Settlement, I tried to make clear 1 were my personal conunenta. 

I \vas not speaking iiS Chairman of the Cost o:f Liv1ng Council, 

$.1 ~hcue;h I will :;:'epeat that 1 do not think the Cost of 

Living C··:JU-..'1cil Nill tal<;e up the Co~~d Settlement. 

1t18 G'.r'e not going to consider these matters on a 

case-by-caS8 baeia. I am not going to pre-judge what the 

Pllice COJn.'Tlis8:ton \,1:111 do with respect to a requested price 

increase. Tha't is a matter for them to decide. 

MEMBErl OF THE PRESS; Sir l as a matter or general 

po!icy, do you expect that the Cost of Liv1ng Council will 

allow Industr-'/",'hlide pr~ senta:c1ons for price 1ncreases to 

the Price C0m~i s3i.,.~'n? 

SECRETARY COl\TJlfALLY ~ I d.on' t know. I think, again, 

I better defer tr1at to t·he ChaimnaJl of the Price Comm1ssion:. 

Let them determlne ho\,I they ltTill get their inf'ormat1on. 

MEMBER OF THE PRESS: i~_ Secretary, you have not 

said that the Pre f3ldent share s your displeasure about the 

Pay Board, but ii' lk" doos, cou.ld he not fire so~body who 

displeased him., .r:~om that Pay Board? Would not that 
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exert aorne discipline on them? 

SECRETARY CONNALLY: Well, I thlnlc if we take your 

assumption, it sure would exercise some discipline but .. f1Z'st, 

1 don It knovJ \lJhat his vle 1.'ls are. 

Secondly, I think it 1s premature to assume .. on t~ 

basis of one decision, that he would fire anybody on the Pay 

Board" so I jus t - - I don I t thinl~ I should re spond further 

than thato 

rliEMBER OF THE PRESS ~ Mr. Se ere tary J how real is the 

threat of a European recession? Or is that something you 

consider to be propaganda on the par't of European busine semen? 

SECRETARY CONNALLY: I would no'c call it propaganda, 

bu'~ it cer'(;uinly is overstated . 

.A number of our people have just come back from a 

meeting of the OEeD. When they go';:; there J they found a 

l"U the r unusual si tua tion, ld1e re the J.~C pl"e 3010 ta ti va s of various 

C'Jtmt::-les each carr..e fearing Horld-1'dde depressions" and things 

of this sort bu'c, at the same tin:e) maintaining that the1r 

O'H11 respective economies I'Jere in excellent shape. When theY 

all got there" and compal"ed note 3~ 'chey left lIJi th a completely 

different attitude -Chat, indee.d, they d:l.d not anticipate any 

iiorld-wide rece sSion, or depre ssion J and the attitude of the 

entire group 'i'JaS t!."an~Pormo,. d :'y 'rho mee.'-ing • - -- >I.e;; /J v... J,: - v_ • Th~y all came 

c.\'.ra.y with a much more confident attitudetand I think it 1s 
,) 

the correct attitude. 
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ME~lIof12:~R OF THE PRESS: ~. Saoretal"jr. you have alwaye 

taken tlti~ pos1tlo{i that expansion of prof'1te 1s necessary 

to help J:ecovety .. 

What dy you t}-"ti~1k; then, of the gu1de11r.as of the 

Price Commission which, in street, set a ltd on p~ot1t 

mar'gins? 

SECRgtfARY CONNALLY; Well" I am S"Ul"e they did th1s 

in a sense 01' ta.1rnesa and equity" to be sure that theX'e ooUld 

be no feeling on the p~t of the American peoplo that anyone 

segment of the American economy was being asked to malee 

greater saorifioes than any other secto~ of the American 

economy_ 

I have no great argument with the position wh1~h 

they ha~e taken. I have made the statement, and 1 will be 

glad to reiterate lt today: That the pX'ot1te of American 

busine se compan1e s and corporations have been exceedingly 

low during the past couple of years; tar below what I th1nk 

they should be ~n orde~ to make possible the modernizat1on and 

the continued plant expansion in plant facilities that have 

to be made 1n oX'der to make American Industry compet1tive 

with other Nations around the world. 

MEMBER OF THE PRESS: Mr. Secretary" you don't accept 

the European argunent on re-valuing the dollar to gold; you 

don't accept the European view that world trade may br1ng on 

a recession. 



What is it that makes you confident, as you said 

before~ that thG~~ will soon be a realignment of the 

EUI'opean exchange rate? 

You don't seem to be giving Cll1 inch~ 

SECRETARY CONNALLY: Well, ! don't accept those 

two particular premises. I think 1'te can make progreBs,B1mply 

becau~e they criticized us, as you well leno'.'!, for months, and 

for years, fot' l.~unnlng perennial deficits in the International 

Honetm"y F:l.eld, and in oUr> balanCe -of-payments, they \,fare 

Eevel"'cly crltico.l all Spring. 

They oalled upon us to do something, to make some 

mOVe J and VIe did tba t and.. nO\'J) I thihlt they had a choice. 

They can go baok to U. s. clerici tS J l'ather than to face up 

to Nhat the al tel:'natlve 1s" but t;he truth of the matter is 

ttey recognize 1;~e have a problem, 

You say I am not giving an inch. 

Th~ United States J basically, has been giving for 

25 Years) to the point 'i-'111ere our balance-or-payments 

reached an ;impossible position. N'e could not endure it 

fut ;;her·. Other' Nations did not condone :J. t and we now 

donI t ask them to give anything. vie simply ask that there 

tc equl1ibl"ium in our trade position, and in our balance-of-

payn:ents position. 

MEMBER OF THE PRESS: YlI'. Secretary \,lhat, exactly, 

do you understand by tangible pro~re ss in the removal of 
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trade barriers? 

SECRETARY CONNALLY: Oh, I think this would be 

different with respect to various Countries around the 

world. Some of these trade matters will have to be 

discussed and negotiated on a bilateral basis~and I would 

not attempt, now, to list them. But, certainly, a number of 

trade concessions can be made. A number of changes can 

be made that will be in the interest of the world at large, 

and in the interest of fair trading around the world. It 

"'lill be of intere at not only to the Group of' Ten, but to 

the les8 developed Countl"les, as well. 

ME~ffiER OF THE PRESS: V~. Secretary, I have one last 

question: 

In addition to the approval of the Coal contract, 

it looks as though the Pay Board may approve other very 

large contracts, namely" in Steel; in the Railroad IndustI'Y. 

How long can your system sustain the credibil1ty gap that 

these decisions arc likely to produce? 

SECRETARY CONNALLY: Nell, I am glad you asked 

that because we est back to this old question of 

"credibl1i ty gap 1\ • 

Le t me try to again pre se n t thi s in pe rape c tl va 

When the Pay Board and the P~1ce Commission were 

created, the Coat of Liv1ng Council - acting for the 

PI'PIIJ.8e-ftt Qa1d. "We hope, during 1972~ to reduce 
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inflationary trends in this Country to a rate not to exceed 

2% or 3% by the end of 1972.11 

And every single statement that any respons1ble 

Administration person has spoken since that time, has been: 

He have said there are going to be decis1ons, there are go11ll! 

to be settlements, that w:Lll be in excess of the average; 

that \'s111 be in exce ss of the criteria and the standards tha1 

bO'~jh the Pay Board. and the Price Commission sets" but that 

the success of the operations of the Pay Board a.nd the 

Pl':L:;e Commisslon should not be Judged on the basis Qf' anyone 

deCision but, rather, the total effect of their actions over 

a period of time i'li th respect to this entire economy. 

NOVI, that is the only way 1 t can be 0 

NOVI, :l t simply means that there are g01ng to be 

pay increases of less than 5.5%. 

It is going to mean there are going to be price 

increases of less than 2-1/2%. 

So I plead vlith you, really, and through you, 

to the .l\.n:el"ican people, that they not; make presumptive 

jUGgn:ents on the basis of one or two decisions of either one 

of th(~ se Boards, because it is basically unfair to do so. 

NEr.mER OF THE PRESS: Mr. Secretary, in an 

interuie'\J of last night" you insisted that you are st1ll 

a Democrat but that) in a political sense, the Democratic 

Party hoped that the Stabilization Program l'lOl.\ld fail. 
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Doesn't that put you in an increasingly amb1valent 

position as we head into an eleot1on year? 

SECRETARY CONNALLY: \iell" maybe 1t does. Tllat 18 

an awfully big word. I am not sure I am go1ng to admit to 

being in an ambivalent situation. 

(Laughter) 

But the fact that I was critioal 1f 1t oan be 

termed critical -- of the Democratio Pa~ty is nothing new. 

I disagreed \'11 th the Demooratic Party frQIIl time to time. 

I did when I was Gove~o~. I disagreed" at times, with 

President Johnson. He was President of my own Party. 

My partisanship does not run so wide" nor so deep, 

that I can't find fault with my own party. If I eVer get 

to the point where I don't ~eel I can be oritical of the 

Democratio Party, then you aan be sure I am go1ng to ret1re 

from politics. 

Hh11e we are on this point of being critical, 

there is one other element that I will volunteer some criticisD 

about, and that is: The amendment to the Tax Bill now pending 

in the Senate, where the majority of the Senate 16 taking 

a step to have the Federal Government finance political 

campaigns in this Nat10n~ I think~ is a very serious mdstake. 

It is going to have a profoWld ef'f'ect upon the pol11ical 

base or this Nat1on. It is going to have a profound 

errec" upon the Demooratic process of' thOle Count~ and no 
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hearings in the House and Senate. 
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It certainly will result, in my jUdgment, 1n a 

proliferation of Partles)beyond any question, OVer the next 

decade, that is going to do violence to the two-Party 

system as \'10 know it and" if that result does obtain -- as 

I think it will .- then beyond any que~t1on" Vie are changing; 

we are changing. the political environment; we are changing the 

political proCesses of 'chis Nation; and a step of this magni

tude should no'c be taken this lightly. 

MEMBER OF THE PRESS: Mr. Secretary J in that case l 

as a Democr2.t, and as some thing of a financial expert, how 

would you get rid of the Democratic Party deficit? 

SECRETARY CONNALLY: I think whenever you get 

candic~iltes) and \,lhenever you get programs, and whenever you 

ge'c policie:3 with 't-1hich the American people agree, there has 

never been e. time when the Democratic Party could not ra1se 

mon8Y to conduct its campaigns., or payoff the deficit. Both 

Parties haVe had deficits. This is not a question of who, 

today, Can raise monGY, or who can't raise money. Both 

Partie s havG ahlays had deficits. 

NOH, the Democratic Party does have a big deficit, 

but af. I say: l'Jnen they get the candidates; t'lhen they get 

the platforms with ,'!h1ch the Amerioan people can agree, theY 

can raise the money. 



MEMBER OF THE PRESS: Thanl<: you, Mr. Secretary. 

SECRETARY CONNALLY: Thank you, very much. 

(Whereupon, at 12:00 noon, the Press Conference 

was concludedo) 
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:OR IMMEDIATE RELEASE 

PRICE COMMISSION 
Washington, D.C. 

November 22, 1971 

~cause of higher shipping costs due to the East Coast dock strike, Puerto 
tican food retailers and \'/holesalers today were granted temporary price 
increases by the Price Commission on perishable foods shipped in by air. 

)rice Commission Chairman C. Jackson Grayson said that the Commission approved 
lrice increases on meat, poultry, dairy products, frozen foods, and other 
lerishabl es pendi ng the end of the dock stri ke. 

IAll food must now be shipped into Puerto Rico by air freight,1I Grayson said. 
IThis results in higher shipping costs. 1I 

'rice increases will be limited to the extra cost of air freight required 
ly the dock strike plus the customary initial percentage markup usually applied 
)n an item, product line, department store or other pricing basis. 

"Without these increases retailers and wholesalers in Puerto Rico would have 
leen forced to halt air frei ght shi pments. As soon as the stri ke is settl ed 
)r the situation becomes clearer the case will be reviewed again by the 
:ommission," Chairman Grayson said. 

Food retailers and wholesalers in Puerto Rico with annual sales or revenues 
)f $100 mi 11 i on or more may increase pri ces of peri shab 1 e food items air 
;hipped to Puerto Rico without first filing with the Price Commission notifi
:ation of their customary initial percentage markups, as would otherwise be 
~equired by Commission regulations for such firms. 

rhe Price Commission also permitted all retailers selling perishable food 
items in Puerto Ri eo to make thei r pri ce increases without regal'd to the 
requirement that all retailers, of whatever size, post at the place of sale 
lase pri ces wi th res peet to mos t Tood products and for certain bes t-se 11 i ng 
lon-food products before i ncreas i ng pri ees on any i tern sold. Base pri ces 
nust, however, be posted on or before January 1, 1972. 

~ELEASE #16 



:OR mMEDIATE RELEJl,SE 

PRICE COMMISSION 
Washington, D.C. 

November 22, 1971 

)rice Commission Chairman C. Jackson Grayson announced today that rent increases 
m rent-controlled units authorized by State and local rent control agencies 
lill be allowed to go into effect. 

~airman Grayson pointed out this ruling applies only to private rentals 
joverned by existing rent controls. The decision does not apply to rental 
mits not under general State or local rent controls, to those which are 
lecontrolled under such programs, to public housing, or to publicly subsidized 
loosing subject to rent formulas in the financing programs. 

~airman Grayson went on to say that the $tate or local government authorities 
rill be required to report to the Price Commission their method of control, 
~ange5 in their rules, and aggregate rent increases. The Commission will 
~nitor the programs and will reserve the right to impose additional restric
:;on5 and rollbacks if necessary to maintain rent stabilization. 

~ntal units which are not under State and local controls remain subject to 
,he Price Commissionls general regulations on rents. 

ELEASE #17 



The Department of the TREASURY 
WASHINGTON, D.C. 20220 

ITION: FINANCIAL EDITOR 

tELEASE 6: 30 P.M., 

November 22, 1971. 

TElEPHONE W04·2041 

RESULTS OF TREASURY I S WEEKLY BILL OFFERING 

The Treasury Department announced that the tenders f'or two series of' Treasury 
, one series to be an additional issue of' the bills dated August 26, 1971 ,and 
ther series to be dated November 26, 1971 , which were of'f'ered on November 16, 1971, 
opened at the Federal Reserve Banks tod~. Tenders were invited f'or $ 2,300,000,000 
ereabouts, of' 90 -day bills and for $ 1,600,000,000 or thereabouts, of lSI -d~ 

The details of the two series are as follows: 

: OF ACCEPTED 
',TITIVE BIDS: 

9O-d~ Treasury bills 
maturing February 24, 1972: 

lSI-day Treasury bills 
maturing May 25, 1972 

Approx. Eq~iv. Approx. Equi v . 
Price Annual Rate Price Annual Rate 

High 9A.954 I~. 1A'~ % 97.R03 L~.370% Low 98.929 4.2RI~% 97.77A Q.419% Average 9R.91a 4.236% 11 97.7R2 4.411'% 11 

23% of the amount of 90 -d~ bills bid for at the low price was accepted 
)5% of the amount of l81-d~ bills bid for at the low price was accepted 

TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS: 

trict AE121ied For Acce12ted A1212lied For Acce£ted 
ton $ 23,785,000 $ 13,78S,OOO $ 13,]35,000 $ 2,635,000 York 2,831,540.000 1,911,590,000 2.710,705,000 1 • t~ 49 • 055 • 000 ladelphia 
veland 

33,115,000 18,115,000 5,260,000 5,125,000 

hmond 32,120,000 30,t~f)°tOOO 2f),OP5,000 9.035,000 

anta. 9,090,000 9,090,000 2,960,000 2,960,000 

cago 
39,690,000 19.340,000 23,060,000 9.265,000 

Louis 
216,905,000 129,90'),000 190,525,000 51,225,000 

neapolis 51~ • :19') • 00 0 35,85'),000 41,H15,000 11,585,000 

Bas City 
37,325,000 28,900,000 37,870,000 19,470,000 

las 37,1~35,000 15,435,000 25.505,000 12,t~55,000 

Francisco 
36,335,000 13,835,000 29,6F;O,OOO 7,J60,OOO 

_~~010.()00 '),3, 93~~o..()_ 87,070, 000 20,070 2°00 

TOTALS $3,L+35,745,000 S?,100,240.000 al S3,193.0?O,OOO $1 , 6 ° I) , O'W , a a 0 bl -
!ludes $225,850,000 noncompetitive tenders accepted at the average price of 98.941. 
:lUdes$100.S70 000 noncompetitive tenders accepted at the average price of 97.7R2. 
!se ra.tes are on a bank discount basis. '!he equivalent coupon issue yields are 
5 ~ for the 9J -day bills, and 4. 59 cf, for the lSI-day bills. 



PRICE COMMISSION 
WASHINGTON, D.C. 

November 22, 1971 

The Price Corrrnission met today at 10:00 a.m. and was in continuous 
session until 6:30 p.m. 

The members reviewed the status of the overall operation of "the Economic 
Stabilization Program, Price Commission Regulations, the Com~ission:s 
internal decisionmaking process, and the operation of current and future 
systems. 

The Commission discussed rent controls and decided to alloit-I established 
State and local rent control authorities to operate on the basis of 
their existing standards and procedures. The Corr;;;ission reQuired these 
agencies to make certain reports and stated that it will mor;itul' the 
programs and will reserve the right to impose additional restrictions a~d 
rollbacks if necessary to maintain rent stabilization. The Conmission 
will continue to exercise direct control over other rental units covered 
by the program. (See Price Commission Release #17) 

The Corrmission reviewed some of the .... equests for price increases which 
have been filed during the past week. 

The members received a report on the servicing and monitoring activities 
of the Internal Revenue Service. 

The Commission considered the question of the extent to which increased 
labor costs should be allowed to pass through to increased prices. A 
consensus of the Commission members indicated that full pass through of 
increased labor costs would not necessarily be allowed. No final decision 
was reached and the matter will be discussed further at tomorr'ow's meeting 
of the Commission. 

The Commission announced a decision on price controls for manufacturing 
firms that process raw agricultural and seafood products. (See Price 
Commission Release #19) 

Release #18 



FOR IMMEDIATE RELEASE 

PRICE COM~rSSrON 
Washi'ig~on~ u< c. 

November 22, .971 

Chairman C. Jackson Grayson said today the Price Commission has cla~ified its 
rules on prenotification for qualifying manufacturers using raw agri~ultural 
or seafood products. 

"The clarification resulted from the effect of price fluctuations for raw 
agricultural products which are exempt urlder Economic Stabilization regulations," 
Grayson sa; d. "When raw products pri ces dec rease t the pr'l ce of the fi na 1 
product will have to decrease as well." 

Qualifying manufacturers using raw agricultural or seafood products will be 
allowed to adjust prices without prenotification to reflect price fluctuations 
in the raw product. The cost of the raw agricultural product itself must be 
greater than one-third of the selling price for the manufacturer to qualify for 
this treatment. The price incr~ase is limited to the increase in cost of the 
raw product with appropriate adjustment for yield. 

For example, a unit of a raw agricultural product costs a manufacturer $1.10 
(representing a $0.10 increase) and 1.3 units of raw agricultural product 
are required per unit of the manufacturer's product, then the manufacturer 
could raise the price on a unit of his product by $0.13. 

Following Commission policies on all price increases, profit margin as a 
percent of sales cannot increase. 

Finns qualifying for this prenotification treatment will still be required to 
report quarterly on prices, costs and profits, as well as prenotify for increases 
in their prices that do not relate to raw agricultural or seafood inputs. 

Release 119 



POLICY 

STATE~ffiNT OF POLICY BY THE COMMISSION 
November 22, 1971 

1. A prenotific2,tion firm for whom the costs of raw 
agricultural or seafood products account, either 
directly or indirectly (through partially processed 
agricultural products, such as flour), for more 
than 1/3 of the price of the product, will be 
allowed to· adjust prices, without prenotificaiion, 
in response to price fluctuations in raw agricultural 
or seafood products. For a prenotification firm 
using a partially processed agricultural product in 
the manufacture of its own product, the cost due to 
the raw agricultural product itself (which includes 
only a portion of the cost of the partially processed 
product) must be greater than 1/3 of the selling price 
of the firm's product before prenotification is not 
required. The dollar amount of the increase allowed 
is limited to the dollar amount of the increase in 
the cost of the raw agricultural products, with 
appropriate adjustments for yield. 

2. Any firm which raises the price of its partially 
processed agricultural or seafood product must 
indicate on the invoice to its manufacturing and 
processing customer that portion of the cost increase 
that is due to an increase in the price of the raw 
agricultural or seafood product (s) used in the 
manufacture of the partially processed agricultural 
product. This requirement applies only if the cost 
of raw agricultural or seafood products account, 
either directly or indirectly, for more than 1/3. 
of the price of a manufacturer's product. 

3. Any prenotification firm using raw agricultural or 
seafood products in the manufacture of a product 
(either directly or indirectly) must prenotify before 
raising prices in response to an increase in other 
direct IT1Cl.nufacturing costs. Such firms may raise their 
prices (after approval by the Price Commission or 30 
days after prenotification) to reflect allowable in
creases in direct manufacturing costs per .unit. 

4. Current restrictions against increases in profit 
w~rgins as a percent of sales will remain in effect. 

5. All prenotification firms utilizing raw agricultural 
products in their manufacturing process will be 
required to report quarterly on orices. costs, and 
profits (same as the current regulations) 



The Department of the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

POR IMMEDIATE RELEASE November 23, 1971 

TREASURY'S WEEKLY BILL OFFERING 

The Treasury Department, by this public notice, invites tenders 
for two series of Treasury bills to the aggregate amount of 
$3,900,000,000, or thereabouts, for cash and in exchange for Treasury 
bills maturing December 2, 1971, in the amount of $3,695,275,000, 
as follows: 

9l-day bills (to maturity date) to be issued December 2, 1971, 
Ln the amount of $2,300,000,000, or thereabouts, representing an 
tdditional amount of bills dated September 2, 1971, and to mature 
1arch 2, 1972, (CUSIP NOa 912793 MQ6) originally issued in 
~e amount of $1,599,780,000, the additional and original bills to be 
freely interchangeable. 

182_ day bills, for $ 1,600,000,000, or thereabouts, to be dated 
lecember 2, 1971, and to mature June 1, 1972, 
'CUSIP No. 912793 ND4) 0 

The bills of both series will be issued on a discount basis under 
ompetitive and noncompetive bidding as hereinafter provided, and at 
mturity thei~ face amount will be payable without interest. They will 
~ issued in bearer form only. and in denominations of $10,000, 
~5,OOO, $50,000, $100,000, $500,000 and $1,000,000 (maturity value). 

Tenders will be received at Federal Reserve Banks and Branches up 
o the closing hour, one-thirty p.m., Eastern Standard 
ime, Monday, November 29, 1971. Tenders will not be received 
~ the Treasury Department, Washington. Each tender must qe for a 
lnimum'of $10,000. Tenders over $10,000 must be in mUltiples of 
5,000. In the case of competitive tenders the price offered must be 
Xpressed on the basis of 100, with not more than three decimals, 
·g.,99.925. Fractions may not be used. It is urged that tenders be 
ade on the printed forms and forwarded in the spec ial envelopes which 
ill be supplied by Federal Reserve Banks or Branches on application 
here for. 

Banking institutions generally may submit tenders for account of 
Ustomers provided the names of the customers are set forth in such 
enders. Others than banking institutions will not be permitted to 



FOR IMMEDIATE RELEASE 

PRICE COMMISSION 
Washington, D.C. 

November 23, 1971 

The Price Commission announced today that General Motors 

Corporation had filed a request for a 2 1/2% average price increase 

for its cars, trucks and optional equipment for 1972 models. 

The GM filing indicated that cost increases amounted to 4.9% but 

that the company was requesting only a 2.5% price increase. 

The company also asked the Price Commission to consider recognition 

of product improvements such as emission controls and improved bumpers 

which were added to the 1972 models. These items totaled 1/2%. 
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Price 
Commission news 

Office of Public Affairs 
Room 7316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202-254-8540 

FOR UiI~EDIATE RELEASE November 23, 1971 

The Price Commission met today from 9:00 a.m. until 2:30p.m. 

It approved a Western Electric request for a price increase of 3.9% on 
items totaling 55% of the total volume for an overall impact of 2.1% of 
total volume. 

The Commission discussed price posting requirements for very small retailers. 
They decided to allo\,; retailers vlith annual sales of $100,000 or less to 
consider themselves as a single department. This would allow them to post 
prices for 40 items in the store having the highest sales volume or those 
items \'Ihich account for 505; of total sales, vlhichever is lESS. 

The Commissicn deliberated on the matter of pass-through of labor costs 
in the Coal Industry. One firm has requested a price increase of 6.7%. 
The Commission decided it needed further information on the individual 
company and more study of the industry as a \'iho 1 e. 

The Commission adopted special rules for new firms and firms \'lith losses 
or very low profits in the base peri od. The deci s i on will be announced 
separately. 

The Commission discussed price increase requests that have been submitted 
by the major automobile companies. Announcements of increases that will 
be permitted vlill be announced as soon as final decisions are made. 

The Commission considered the case of companies \'/hich had promotional 
prices and special allo~ances in effect at the beginning of the freeze 
and had those prices frozen. The Commission decided the base price need 
not include temporary deals and special allO\'lances \'/hjch v/ere announced 
and intended to be in effect for a period not exceeding 91 days. 
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news 
RELEASE 

FOR IHNEDIATE RELEASE 

Pay Board 
Office of Public Affairs 
Room 8316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202·254-8500 

}:OVEHBER 23, 1971 

PB-6 

The Pay Board made the following interpretations and policy 

decisions at its meeting on Monday, November 22: 

HERIT AND SAL.ARY AmUNISTRATIO)J PLANS 

Existing contract provisions providing for merit increases within 

established rate ranges may be continued in new agreements which be-

come effective after November 13, 1971. Any increases applied to a 

rate range shall be considered a raise in wages or salaries under the 

regulations adopted by the Pay Board. However, individual increases 

within the rate range under such plans shall not be considered a wage 

or salary increase under such regulations. 

"~lere no labor agreement exists, aggregate individual pay in-

creases under a merit plan and/or salary administration plan shall be 

considered pay increases subject to the general pay standard. However, 

individual increases may be made under an initial labor agreement or 

established pay practice which incorporates a Hell-defined plan, pro-

vided that the plan is administered in good faith and in accordance 

with previous policies and practices, and provided that such individual 

increases are made within minimum and maximum levels of rate ranges 

which are subject to the general wage and salary standard. 

CPLl\.LLe~GES BY PARTIES AT INTEREST TO DEFERRI:n r:CREASES 

Pursuant to paragraph (f) of Pay Board Order No.1, the Board 



2 

decided that the Internal Revenue Service shall process challenges 

by parties at interest, make an investigation, and report the 

positions of all parties at interest, including the forwarding of 

supporting documents, to the Pay Board for determination. 

RETROACTIVITY 

The Board delegated to the Internal Revenue Service authority to 

rule on requests for retroactive pay as listed as being authorized 

under paragraph (a) and (b) of Section 201.13 of the Board's regula-

tions, and as listed in Section I (Tandem Relationships) of the 

Board's resolution with respect to retroactivity (see News Release 

PB-5 of November 19). Also, Sections II and III of the Board's res-

elution (PB-5), concerning one-time benefits and low wage employees 

would be self-executing by e~ployers, subject to spot-checks for co~-

pliance by the Internal Revenue Service. 

The Board decided that Internal Revenue Service rulings under 

this authority could be appealed to the Pay Board. Also, any party 

at interest may propose in writing to the Pay Board that the Board 

define additional criteria pursuant to the provisions of Section 201.13 

(e) of the Board's regulations. 

NOTE: The above Pay Board policy decisions are promulgated as a ne',lS 
release at this time for general guidance only; they will be further 
developed and refined for subsequent Board approval for publication in 
the Federal Register as Pay Board regulations. 



PRICE COr~MISSION 
PUBLIC AFFAIRS OFFICE 

PRE-NOTIFICATION REPORTS, NOV. 19, 1971 

Name of Company 
TELETYPE CORPORATION 

BURLINGTON INDUSTRIES, INC. 

BASSETT FURNITURE INDUSTRIES 

Amount of Increase Sought 
5.6% 

(1) 

1.8% 

NORTHWESTERN BELL TELEPHONE COMPANY (1) 
. 

ITT/CONTINENTUAL BAKING COMPANY, INC. (1) 
(5 applications) 

THE C&P TELEPHONE COMPANY OF VIRGINIA (1) 

CESSNA AIRCRAFT COMPANY 4.4% 

ALUMINUM COMPANY OF AMERICA 2.5% 

S.C. JOHNSON & SON, INC. 11.7% 

GENERAL MILLS, INC. 8.3% 

SWIFT AND COMPANY 4.3% 

TRANSWESTERN PIPELINE COMPANY' (1) 

GEORGIA PACIFIC CORPORATION (1) 

W. R. GRACE & Cor·1PANY 6.6% 

NEW ENGLAND MOTOR RATE BUREAU, INC. (1) 

CITY OF HENRIETTA, TEXAS (1) 

WHEELING-PITTSBURGH STEEL CORP. 8.0% 

SOUTHWESTERN BELL TELEPHONE COMPANY 2.0% 

UNITED PRESS INTERNATIONAL 5.6% 

TOTAL APPLICATIONS TO DATE: 67 

TOTAL FIRMS SUBMITTING TO DATE: 52 

PC-A 



PRICE COi·1MISSION 
PUBLIC AFFAIRS OFFICE 

PRE-NOTIFICATION REPORTS, NOV. 22, 1971 

Amount of 
Name of ComDany Increase Souaht 

THE WASHInGTON POST CO. 4.6% 

E.W. KNEIP, INC. 3.8% 

LW. KNEIP, INC. 1.6% 

PACIFIC TEL. & TEL. CO. (1) 

CRANE CO. (CF&I Steel Corp.) 8.0% 

DUBUQUE PACKING CO. (1) 

WESTERN UrnON . (1 ) 

WILSON-SrrlCLAIR CO. 0.4% 

WILSON-SINCLAIR CO. 1.8% 

OSCAR r'lAYER & CO. 1.3% 

OSCAR MAYER & CO. 7.8% 

NORRIS INDUSTRIES, INC. .05% 

NORRIS INDUSTRIES, INC. 12.9% 

SHURFINE-CENTRAL CORP. (1) 

TOTAL APPLICATIONS TO DATE 33 

TOTAL FIRnS StJS:·IITTr;;G TO DATE: 66 

NO. APPLICATIO;;S StJS:·iITTED TOD';Y 14 

NO. FIRr'1S TODAY 10 

TOTAL APPLICATIONS APPROVED 3 --
TOTAL APPLICATImiS DEnIED 0 --

pc-~ 

(1) Data submitted 
incomplete. 



Name of Comoany 

Bethlehem Steel Co. 

National Steel Co. 

PRICE COMMISSION 
Washington, D.C. 

APPROVALS FOR PRICE INCREASES 

Daily Report - November 23, 1971 

% Increase 
Approved 

7.6 

7.2 

% Revenue Increase 
for Firm 

for selected products 

" " " 

.76 

1.80 

REMARKS: Increase sought by both companies for tin mill products 

Effective Date 

November 22, 1971 

November 22, 1971 

The effect of these adjustments is .76~ of Bethlehem Steel IS projected 
gross revenuel. 1.8:~ of National Steel IS projected gross revenue. 

Increases v:ere sought refl ect substanti ali ncreased ma teri a 1. and 
labor costs. 

The increased price recuest does not increase the pre-tax 
profit margin for either firm above the base period. 

pc-c 



The Department 01 the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

ITION: FINANCIAL EDITOR 

tELEASE 6: 30 P.M., 

ay, November 23, 1971. 

RESULTS OF TREASURY I S MONTHLY BILL OFFERING 

'll1e Treasury Department announced that the tenders for two series of Treasury 
, one series to be an addi tiona!. issue of the bills dated August 31, 1971 ,and 
ther series to be dated November 30, 1971 , which were offered on November 17, 1971 
opened at the Federal Reserve Banks today. Tenders were invited for $ 500,000,000 
lereabouts, of 275 -day bills and for $ 1,200,000,000 or thereabouts, of 366 -day 

The details of the two series are as follows: 

: OF ACCEPTED 
:TrTIVE BIDS: 

275 -day Treasury bills 
maturing August 31. 1972 

366 -day Treasury bills 
maturing November 30 , 1972 

Approx. Equiv. Approx. Equiv. 
Price Annual Rate Price Annual Rate 

High 
Low 

96.528 al 4.545% 95.384 bl 
96.488 4.598% 95.304 

Average 96.501 4.581% Y 95.361 

4.540% 
4.619% 
4.563% 

I Excepting 1 tender of $60,000 ; bl Excenting 1 tender of $560,000 
7% of the amount of 275 -day bills bid for at the low price was accepted 
8% of the amount of 366 -day bills bid for at the low price was accepted 

J TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS: 

:trict 
:ton 
r York 
.ladelphia 
:veland 
nm.ond 
.a.nta 
,eago 

LoUis 
Illeapolis 
ISas City 
las 

Francisco 

TOTALS 

Applied For 

$ 10,150,000 
1,293,490,000 

8,790,000 
310,000 
375,000 

10,675,000 
79,095,000 
17.165,000 
7,110,000 

15.515,000 
23.300,000 
62,320,000 

$1,528,295,000 

Accepted 

150,000 
453,890,000 

790,000 
310,000 
375,000 

1,175,000 
28,095,000 
2,435,000 

610,000 
7,515,000 

800,000 
4,000,000 

$ 500,145.000 c/ 

Applied For 
$ 

10,745,000 
1,766,610,000 

950,000 
10,230,000 
21,405,000 
11,675,000 

136,205,000 
20,240,000 
5,720,000 

14,245,000 
23,650,000 
76,870,000 

$2,098,545,000 

Accepted 
$ 

745,000 
1,044,610,000 

950,000 
10,230,000 

6,405,000 
2,765,000 

78,205,000 
10,240,000 

720,000 
8,245,000 
1,150,000 

35,770,000 

$1,200,035,000 d/ 

lelUdes $16,565 000 noncompetitive tenders accepted at the average price of 96.501 
lelUdes $23,750:000 noncompetitive tenders accepted at the average price of 95.361 
lese rates are on a bank discount basis. '!he equivalent coupon issue yields p""e 

79 ~ for the 275 -day bills, and 4.81 % for the 366 -d8\Y bills. 



The Department of the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

FOR RELEASE ON DELIVERY 

ADDRESS BY THE HONORABLE SAMUEL R. PIERCE, JR. 
GENERAL COUNSEL OF THE U. S. TREASURY 

AT 
THE 32nd ANNUAL DINNER OF THE FEDERAL TAX FORUM 

TUESDAY, NOVEMBER 23, 1971 
NEW YORK, NEW YORK 

(At 8:00 P.M. E. s. T.) 

Highlights of the Revenue Act of 1971 

Yesterday the Senate passed its version of the Revenue Act of 
1971. As there are differences between the House and Senate bills, 
the content of the Act will be finally decided by the Conference 
Committee. 

Both the House and Senate bills in large measure embody the tax 
recommendations made by the President in August of this year as part 
of his New Economic Policy. This legislation is designed to decrease 
the high rate of unemployment; relieve hardships imposed by inflation 
on those with modest incomes; provide tax incentives to aid the 
modernization of our Nation's productive facilities; increase our 
exports and improve. our balance of payments; and generally stimulate 
the Country's economy. 

The time allotted this evening will not permit me to discuss 
thoroughly the proposed provisions of the Revenue Act of 1971. There
fore, I shall discuss some of the highlights of this legislation, 
pOinting up recommendations of the Administration and differences 
between the House and Senate bills. 

C-204 



- 2 -

One of the most important features of the Revenue Act of 1971 
is the restoration of the 7% investment credit. As you know, the 
President recommended the enactment of a job development credit at 
a 10% rate for all property acquired between August 16, 1971 and 
August 15, 1972, and any property acquired during the following six 
month period pursuant to an order placed before August 16, 1972. 
Thereafter, credit would be allowed at a 5% rate. 

On the basis of the Treasury's analysis of the old investment 
credit, it was concluded that the job development credit would be 
an effective device for stimulating economic activity. This analysis 
indicated, however, the existence of a time-lag between enactment of 
the credit and the response of the business community to this incentive. 
Our purpose in recommending a temporarily higher rate of credit was 
to shorten this time-lag by offering a premium for prompt decision
making concerning capital spending. 

Neither the Ways and Means Committee nor the Finance Committee 
agreed with this analysis. Both the House and Senate have agreed 
upon a flat 7% credit. Consequently, that is what the 1971 Act will 
provide. While we would have preferred adoption of our proposal, the 
flat 7% credit will undoubtedly have a highly beneficial effect on the 
economy. 

The President also recommended that no credit be allowed-for 
foreign-produced property -- that is property produced abroad and . 
property produced in the United States having a predominant foreign 
content -- so long as the temporary 10% import surcharge remains in 
effect. This particular aspect of the proposal was intended to 
complement the effect of the temporary import surcharge and to offset, 
in part, the disadvantages that our capital-goods industries face in 
competing with foreign capital-goods industries. 

With one exception, the bill passed by the House adopts this 
recommendation of the President. The House bill gives the President 
authority to allow prospectively the credit for foreign-produced property 
while the import surcharge is in effect if he finds that to be in the 
public interest. 

The Senate bill differs from the House measure in several significant 
respects. Under the Senate bill, if the President should determine 
that it is in the public interest to do so, he may allow the credit 
retroactively. Under the same condition, he may continue the denial 
of the credit even though he terminates the import surcharge. Further
more, the Senate bill provides that foreign-produced property ordered 
before August 15, 1971, would qualify for the investment credit. 
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The Revenue Act of 1971 will revise and clarify the application of 
the investment credit in a number of respects. There was some uncer
tainty under prior law as to whether the same useful life had to be 
used for investment credit purposes and depreciation purposes. One 
tax court case holds that such conformity is not required, while the 
asset depreciation range regulations require such conformity. The 
new Act will provide that the same useful life must be used for both 
depreciation and investment credit purposes. 

The Act will also reduce the useful life brackets by one year each 
for the purposes of determining the qualified investment attributable 
to property. Thus, property with a useful life of 3 or 4 years will 
qualify for a one-third credit; property with a useful life of 5 or 6 
years will qualify for a two-third credit; property with a useful life 
of 7 years or longer will qualify for a full credit. 

Under the Act the definition of Section 38 Property -- that is, 
property with respect to which the investment credit is allowable -
will be expanded and clarified. For example, there is some doubt as 
to the allowability of the credit to Comsat with respect to its share 
of the satellites used by Intelsat because Intelsat is an international 
organization and the satellites are not physically located in the United 
States. Under the new legislation, Comsat will not be denied-the credit 
with respect to its share of the satellites because they are used by 
Intelsat or because they are not physically located in the United 
States. 

The treatment of storage facilities for investment credit purposes 
is a problem that has troubled the Internal Revenue Service, taxpayers, 
and the courts since 1962. While storage facilities qualify for the 
investment credit, there is some doubt under present law whether certain 
structures are buildings (which do not qualify) or storage facilities 
(which qualify). This problem has arisen where activities other than 
storage have been carried on in the same facility. Under the Senate 
bill, a structure is to be treated as a storage facility and qualify 
for the credit only if used for bulk storage of fungible commodities 
and does not have any significant work area. This amendment is acceptable 
to the Treasury. The House bill has no provision on storage facilities. 

Property (other than pollution control facilities) could qualify 
for both the old investment credit and special five-year amortization. 
Under the 1971 Act, the taxpayer cannot have both the investment credit 
and special five-year amortization on the same property. 
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The Act would also repeal the special rules involving situations 
where property which qualified for the credit is destroyed in a 
casualty and is replaced with other Section 38 property. Under the 
Act, the disposition of the destroyed property and the acquisition 
of the replacement property would be treated as unrelated transactions. 
Thus, the credit originally allowed on the destroyed property would be 
recaptured to the same extent as on any other disposition, and a full 
credit would be allowed on the new property. 

Offshore drilling equipment qualified for the old investment 
credit only if used in United States waters or from the Outer Con
tinental Shelf. Some doubt exists as to the extent to which submarine 
telephone cables qualified for the old credit where the owner of the 
cable is not itself engaged in the communications business in the 
United States. 

The Senate bill provides that offshore drilling equipment will 
qualify for the investment credit wherever it is used, and submarine 
telephone cable manufactured in the United States will qualify for 
the credit if part of a communication link with the United States •. 
The House bill does not have any provision on property used outside 
the United States. 

The House and Senate bills would make several changes concerning 
the applicability of the investment credit to the property of regu
lated public utilities. Both bills would increase the effective rate 
of credit for such property from 3 to 4%, and impose limitations on 
the treatment of the credit by regulatory agencies for rate-making 
purposes. In general, these limitations are intended to result in 
a sharing of the benefit of the investment credit between customers 
and investors. The Senate bill differs slightly from the House bill 
on the treatment of the credit by regulatory agencies. 
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In response to testimony by a number of public utilities 
concerning increased competition from non-regulated companies, the 
Senate bill limits to 4% the investment credit allowed certain types 
of communications property. The purpose of this provision is to 
place all taxpayers using private switchboard equipment, microwave 
transmission equipment, and other similar equipment on the same 
competitive footing. 

The cost of used property which could be taken into account for 
purposes of the old investment credit was generally limited to 
$50,000 a year. The Administration recommended to the Congress that 
used property should not qualify for the credit since allowance would 
result in duplicative benefits. 

The House bill provides that only $65,000 of the cost of used 
property can be taken into account in any year. Further the $65,000 
figure for used property would be reduced by the amount of qualified 
investment in new Section 38 property placed in service by the tax
payer during the same taxable year. The Senate bill deletes-the 
provision in the House bill restoring present law. 

The Asset Depreciation Range (ADR) System wa~ a~opte~ by the 
Treasury Department last June. It permits deprec~atlo~ ~lves to be 
taken from a range which varies up to 20% from the antlclpated 
industry-wide levels for particular classes of assets. The System 
covers tangible personal property placed in service after 1970. It 
does not cover real property. The ADR System permits thr:e-four:hs 
of a year's depreciation for the year an asset is placed ln serVlce. 

The Administration recommended that the ADR System be enacted 

into law. 

Both the House and Senate bills reduce the three-fourths year 
convention under ADR to a convention which permits no more than one
half year's depreciation the year an asset is placed in service. 
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The House bill provides for a class life system substantially 
the same as under the ADR System. However, it extends the class life 
system to real property. The Senate bill provides for exclusion of 
real property assets from the class life system during the transition 
period generally extending from January 1, 1971 through 1973. 

Both the House and Senate specifically rejected the first year 
convention of the ADR System, the feature of the System to which most 
of the short-term revenue loss was attributable. While adoption of 
the convention seemed a reasonable means of providing more uniform 
benefits under the ADR System to long and short-lived equipment, we 
realize that its importance is less significant in the light of the 
restoration of the investment credit. It should be borne in mind 
that, even with the enactment of this legislation, capital costs of 
manufacturing machinery and equipment will still be greater in the 
United States than in most other industrialized nations, including 
West Germany and Japan. Thus, the combined benefits of the ADR 
System and the investment credit merely places our producers in more 
or less the same position as foreign producers and enables them to 
retain markets for our goods and jobs for our workers. 

The Revenue Act of 1971 will essentially incorporate the 
President's recommendations regarding individual tax relief. - With 
respect to personal exemption, the House bill provides for $675 fqr 
1971 and $750 thereafter. The Senate gave away a little more than 
the House. Its bill provides for $675 for 1971 and $800 thereafter. 

The President recommended that the standard deduction be 
increased to 15% with a ceiling of $2,000 for 1972. Both the House 
and Senate bills adopted this recommendation. 

The Administration made no recommendation with respect to low 
income allowance. The House bill provides for a $1,050 low income 
allowance for 1971 and for $1300 thereafter. The Senate bill would 
accelerate the $1300 to 1971. ObviousJy. the $1300 for 1971 in the Senate 
bill would cause a serious and very expensive tax form problem. 

The Senate bill provides for a deduction of up to $400 per 
month for household help if there is a dependent child under 15, 
or a dependent unable to care for himself, in the household. 
Married taxpayers would be allowed to claim this deduction if they 
both were employed on a full time basis and their adjusted gross 
income was under $18,000. The provision further allows the deduc
tion to taxpayers who take the standard deduction as well as to 
those who itemize deductions. 
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This provision would cause the Government to lose about $315 
million in revenue per year. Moreover, the provision generally 
benefits single individuals in the higher income levels. It makes 
a questionable distinction between single and married taxpayers, 
and is not limited to the care of dependents but is available for 
all household help as long as a qualified dependent is in the 
household. Relief to taxpayers with children might be more 
efficiently provided through the funding of child care facilities. 

The Senate bill also provides for a credit to be calculated 
on a sliding scale of up to $325 for amounts paid by a taxpayer 
for himself, or for a dependent, for the cost of tuition, books, 
and equipment at a college, university or vocational training 
school. There would be full credit for families with jOint 
adjusted gross income of up to $25,000, after which, each $100 
of income would reduce the credit by $1. 

This provision will result in a significant loss of revenue. 
Its benefit is to a limited class of taxpayers, namely, those with 
children attending college. It will do nothing to expand educational 
opportunities generally, or to aid higher education. Finally, it will 
provide little, if any, benefit to low income families who cannot 
spend the $1500 required in order to get the full credit. 

Section 103 (c) of the Internal Revenue Code generally. denies 
tax-exempt status to industrial development bonds. Exceptions are 
provided for issues of $1 million or less, and for issues of $5 . 
million or less, if the total capital expenditures from three 
years before to three years after the date of issue are less than 
$5 million. Efforts were made by certain Senators to get the 
Senate Finance Committee to raise the small issue exemption. These 
efforts were rejected by the Committee. However, the bill reported 
by the Senate Finance Committee was amended on the floor to increase 
the $1 million exemption to $5 million, without regard to the total 
cost of the project. 

The Treasury opposed this floor action, primarily because it 
will result in disruption of the state and local bond market, and 
cause the Federal Government to lose substantial revenue. 

The Revenue Act of 1971 will repeal retroactively the 7% auto
mobile excise tax and the 10% excise tax on small trucks so that 
consumers of these items since August 15, 1971 will be entitled to 
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refunds. While the President recommended only repeal of the auto
mobile tax, we believe repeal of the tax on small trucks is reasonable 
in light of the fact that to a very large extent they are sold in 
direct competition with automobiles. 

The Senate bill differs from the House bill in several important 
details. One difference involves foreign automobiles. The Senate 
would give the President authority to reinstate the excise tax on 
imported cars and light-duty trucks from any foreign country which 
discriminates against automobiles produced in the United States. 
This authority would terminate after 1981. 

Another modification concerns the Highway Trust Fund. As you 
may know, receipts from the 10% excise tax on trucks go to the High
way Tra~Fund and not the general fund. The Senate bill would divert 
7% of the revenues from the Federal excise tax on alcoholic beverages 
to the Highway Trust Fund. As this would result in siphoning off 
r.evenue from the g~neral fund. the Tr easury is opposed to this measure. 
The Administration believes there is sufficient money in the Highway 
Trust Fund without removing much needed revenue from the general fund. 

One of the President's major tax recommendations to Congress was 
the so-called DISC proposal. Under this proposal, there would be a 
tax deferral on income allocable to Domestic International Sales 
Corporations (DISC) where such income is invested in export asset~ or 
in loans to domestic producers to be used for exports. Our original 
DISC proposal was favorably reported by the Ways and Means Committee 
and adopted by the House in 1970. 

However, the current House bill would apply the DISC proposal 
only to profits on sales in excess of 75% of export profits in the 
three year period 1968-1970. We recommended that this incremental 
feature be eliminated from the bill in order to insure the full 
effectiveness of the DISC provisions in encouraging our companies to 
produce in the United States for export sale in foreign markets, 
rather than to move their factories abroad to take advantage of more 
favorable tax treatment. 

While the Senate bill does not contain this incremental feature, 
it would permit ta~ deferral on only 50% of the export income of a 
DISC, and it would terminate the operation of the DISC provisions 
after 1982. This approach is simpler to administer than that of t~e 
House bill, but we do not believe it will provide a fully sufficient 
incentive to keep manufacturing jobs in this eountry. 
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The Senate bill provides the President with authority to 
impose selective or general import quotas and to impose an import 
surcharge of up to 15% on the value of any article during a balance 
of payments emergency through December 31, 1976. The Treasury is 
in favor of this provision. 

The Senate bill also provides for a tax credit to employers 
who hire Work Incentive Program (WIN) participants. The credit is 
20% of the wages paid during the first 12 months of employment. If 
the employee is discharged within 12 months after the credit period, 
the credit is recaptured. 

One of the last provisions passed by the Senate is perhaps the 
most controversial part of the entire Senate bill. The provision 
in question would permit each taxpayer to contribute $1 of his 
income tax either to a political party to be used to finance 
that party's presidential candidate; or to a nonpartisan fund to be 
divided among the various parties. 

The Treasury is strongly opposed to this provision. There are 
many reasons for this. Here are a few: It would result in lost 
revenue. It would put the Internal Revenue Service in the business 
of collecting funds for political parties, a business which we do 
not believe IRS should be in. We believe there are better ways 
to spend the taxpayers' money than on political campaigns. Moreover, 
we do not believe political parties should be run with public funds. 
In our opinion it is not a proper function of Government to finance 
political campaigns. 

The Revenue Act of 1971 contains a number of prov1s10ns which 
involve structural improvements of the Internal Revenue Code. Time 
does not permit me to discuss these provisions, but suffice it to 
say, they add much to the basic provisions of the bill which I have 
already discussed in making the Revenue Act of 1971 landmark 
legislation. 

000 



The Department of the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

FOR I~~EDl~TE RELEASE November 24, 1971 

ANTIDUMPING PROCEEDING ON HIGH SPEED TOOL 
STEEL FROM SWEDEN 

The Treasury Department announced today the initiation 

of an antidumping investigation of imports of high speed tool 

steel from Sweden. This item is used for making hand tools 

and machine tools which are used in cutting, shaping, and 

forming TIlaterials at high temperatures. 

The Treasury announcement followed a summary investi-

gation ccnducted by the Bureau of Customs after receipt of a 

complaint: alleging that dumping was taking place in the 

Uni ted States. 

The total value of high speed tool steel imported from 

Sweden during the period from January 1971 through August 

1971 amounted to approximately $2 million. 

# # # 



Price 
Commission 

IRE-NOTIFICATION REPORTS, NOVHiBER 23, 1971 

Name of Company 

Dow, Jones & Co., Inc. 

Robertshaw Controls Co. 

North American Rockwell 

Robertshaw Controls Co. 

Mich. - Wisc. Pipeline Co. 

Peabody Coal Co. 

Pet Inc., Whitman's Chocolate Div. 

Consolidated Gas Supply Corp. 

Warner-Lambert Co., Cool-Ray Inc. 

Michigan Bell Telephone 

Northern Nat. Gas Co., Peoples Nat. 
Gas Div. 

Cummins Eng ine, Inc. 

Wilson-Sinclair Co. 

Penn Central Transportation 

Seaboard Coast Line RR 

The Coca-Cola Company 

Hygrade Food Products Corp. 

news 

Amount of 
Increase Sought 

5.5% 

3.0% 

5.1% 

.53% 

(1) 

(1 ) 

2.3% 

(1) 

10.0% 

(1 ) 

(1 ) 

3.2% 

(1 ) 

(1) 

(1 ) 

(1 ) 

(1) 

Office of Public Affairs 
Room 7316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202-254-8540 

PNR #6 
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Name of Com pa ny 

Wilson-Sinclair Co. 

Graniteville Co. 

Consolidated Food Corp. 

Southern Natural Gas Co. 

City of Fremont, Nebraska 

Commonwealth Edison, Chicago 

Consumers Power Co. (Mich.) 

Std. Oil Co. of Ohio (Old Ben Coal Corp.) 

u.s. Steel Corp. 

The Coleman Co. 

Wisconsin Gas Co. 

General Motors Corp. 

General Motors Corp. 

Ford Motor Co. 

Jones & Laughlin Steel Co. 

Kai ser Steel Co. 

Kaiser Steel Co. 

Eastern Gas & Fuel 'Associates 

Interlake, Inc. 

The New York Times Co. 

Levi Strauss & Co. 

Bliss & Laughlin Industries 

Bliss & Laughlin Industries 

Pmount of 
Increase Sought 

(1) 

(1 ) 

(1) 

(1) 

(1 ) 

(1) 

(l) 

6.7% 

8.6% 

3.1 % 

(l ) 

2.5% 

.5% 

4.4% 

7.2% 

7.7% 

7.9% 

7.3% 

7.5% 

4.5% 

2.8% 

.9% 

5.2% 
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Name of Company -
Bliss & Laughlin Industries 

The Marmon Group (Michigan) 

International Paper Co. 

National Kinney Corp. 

Emerson Electric Co. 

Fedders Corp 

No. Applications Submitted Today 

No. Firms Today 

Total Applications to Date 

Total Firms to Date 

Total Applications Approved to Date 

Total Applications Denied to Date 

(1) Data submitted is ir.complete. 

Pmount of 
Increase Sought 

45 

40 

128 

106 
y 

0 

2.1 % 

10.2% 

3.4% 

5.7% 

5.7% 

(1 ) 



Price 
Commission 

'awe of Company 

restern Electric 
Co. 

APPROVALS FOR PRICE INCREASES 

Daily Report - November 24, 1971 

% Increase % Revenue Increase 
Approved ____ f_o~r __ F~i_r~m~ ____________ _ 

3.9% For Specialized Items 2.1% 

lield Enterprises, Inco 3.8% For Newspaper 
Advertising 1.3% 

news 
Office of Public Affairs 
Room 7316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202-254-8540 

APPROVAL LIST #2 

Effective Date 

November 23, 1971 

November 23, 1971 

~RKS: The Western Electric request is for a 3 0 9% price increase on specialized 
lterns totaling 55% of the total volume for an overall impact of 2.1% of total volume. 

fue increase for Field Enterprises allows a pass through of direct labor costs for 
the Newspaper Advertising Division. The effect -of the adjustment is 1.3% of Field 
Enterprises' pro j ec ted gross revenue. 

The increase price requests for both firms do not increase the pre-tax profit margin 
above the base period. 



Price. . 
Commission news 

Office of Public Affairs 
Room 7316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202-254-8540 

FOR IMMEDIATE RELEASE November 24, 1971 

The Price Commission today approved average price increases 

up to 4.5% for Chrysler Corp. on cars, trucks and optional 

equipment for 1972 models. 

Chrysler had initially sought a 5.9% increase on the basis 

of calendar year calculations. Their revised request was for 

5.3% price increases for the 1972 model year. 

The Commission's reduction of the Chrysler request was based 

on adjustments in productivity and projected volume for 1972. 

Release #22 



The Department of the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

\TTENTION: FINANCIAL EDITOR 

i'OR RELEASE 6: 30 p.m., 
vednesday, November 24, 1971. 

RESULTS OF TREASURY'S OFFER OF $2.5 BILLION OF APRIL TAX BILLS 

The Treasury Department announced that the tenders for $2,500,000,000, or 
;hereabouts, of 142-day Treasury Tax Anticipation bills to be dated December 1, 
.971, and to mature April 21, 1972, which were offered on November 18, 1971, 
rere opened at the Federal Reserve Banks today. 

The details of this issue are as follows: 

Total applied for 
Total accepted 

- $4,772,580,000 
- $2,501,140,000 (includes $ 239,930,000 entered on a 

noncompetitive basis and accepted in 
~lll at the average price shown below) 

Range of accepted competitive bids: (Sxcepting 4 tenders tota1inp $2,900,000) 

High 98.254 Equivalent rate of discount approx. 1~.426% per annum 
Low 98.185 Equivalent rate of discount approx. 4.601% per annum 
Average 98.202 Equivalent rate of discount approx. 4,558% per annum Y 

( 61 % of the amount bid for at the low price was accepted: 

ederal Res erve Total Total 
-Pistrict Applied For Accepted 

)ston $ 17:>,625,000 $ l~ 9,535 , ° ° a 
:W York 2,773,060,000 1,210,060,000 
liladelphia 132,275.000 t~2,325,OOO 
leveland 104,585,000 61,935,000 
Lchmond 14,415,00. 14 ,LI LS ,000 
~lanta 59 ) n :) 'i , ~ll 0 40,805,000 
licago 385,700,000 3?0,750,OOO 
;. LOUis 78,190,000 52,190,000 
.nneapolis 474,410,000 471,410,000 
Illsas City 107,865,000 107,865,000 
Illas 

79,850,000 4,850,000 
III Francisco 390,000,000 125,000,000 

Total $4,772,580,000 $2,501,14 0,000 

ntis is on a bliWk Q.~,"~ basis.. The equivalent coupon issue yield is 4.7?'!. 



FOR IMMEDIATE RELEASE November 26, 1971 

Secretary Connally Leads 
U.S. Delegation to G-IO Meeting 

The United States delegation to the meeting of 
ministers of finance and central bank governors of the 
Group of 10 nations in Rome, November 3D-December 1, 
includes: 

Secretary of the Treasury John B. Connally; 
~thur Bu~ns, Chairman of the Federal Reserve Board; 
Paul A. Volcker, Under Secretary of the Treasury for 
Monetary Affairs; Nathaniel Samuels, Deputy Under 
Secretary of State for Economic Affairs; Dewey Daane, 
Governor of the Federal Reserve Board; Edwin S. Cohen, 
Assistant Secretary of the Treasury for Tax Policy; and 
Howard L. Worthington, Deputy Administrator of the Foreign 
Agriculture Service, Department of Agriculture. The 
delegation will be joined in Rome by William D. Eberle, 
the President's special representative for trade 
negotiations. 

Secretary Connally's party will depart Andrews 
Air Force Base Saturday morning and is scheduled to 
return December 2. 

000 

C-206 
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Commission news 

Office of Public Affairs 
Room 7316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202-254-8540 

- .. ___ .... ___ ... ___ ~ _____ .. _ ... ~, _A_~., ._ ... __ ........ _____ _.....,---.--.... ... __ _ • __ __ . ____ .. _ 
~ .. -.--~-

PRE-NOTIFICATION REPORTS, NOVEMBER 26, 1971 

Name of Company 

Florida Gas Co. 
Clark Equipment Co. 
Georgia Power Co. 
Massachusetts Electric Co. 
Rainbo Baking Co. of Johnson City (Tenn.) 
Rainbo Baking Co. of Harlingen (Texas) 
Colonial Baking Co. of Springfield (Mo.) 
Rainbo Baking Co. of Corpus Christi (Texas) 
Rainbo Baking Co. of Houston (Texas) 
Colonial Baking Co. of Huntsville (Ala.) 
Trans-Horld Airl ines 
South Central Bell Telephone Co. 
So. New Engl and Telephone Co. 
Wisconsin Telephone Co. 
National Kinney Corp. 
Pullman, Inc. (10 cases/applications) 
John Morrell & Co., Beef Div. 
Ralston-Purina Co. 
J.I. Case Co. 
Armco Steel Corp. 
Armco Steel Corp. 
RCA Corp. 
Seaboard Coast Line Railroad Co. 
Kel sey-Hayes Co. 
Beatrice Goods Co. 
Combined Insurance Co. of America 
Kennecott Copper, Peabody Coal Co. (3 cases/applications) 
Ralston-Purina Co. (3 cases/appl ications) 
American Home Products, E.J. Brach Div. 
Jhe Stanley Works 
White Industries, Kelvinator Div. 
The Stanley Works 
Ge~rgia-Pacific Corp. (4 cases/applications) 
Unlted Electric Coaltompanies 
Stanley Home Products, Inc. 
Stokely-Van Camp, Inc. 
Armour & Company 
Iowa Beef Processors, Inc. 
IBt1 Corp. 
National Broadcasting Co. 
Beech Aircraft Corp. 
Freeman Coal ~lining Corp. 
American Broadcasting Co. 

PNR-8 

Amount of 
Increase Sought 

(1 ) 
5.1% 
(1 ) 
(1 ) 
3.7% 
4.0% 
5.1% 
3.4% 
3.0% 
5.1 % 
(1 ) 
(1 ) 
(1 ) 
(1) 
4.1% 
1.8% (aver.) 
4.4% 
9.5% 
2~6% 
8.7% 
8.2% 
6.0% 
(1 ) 
5.0% 

10.0% 
(1 ) 
1.9% (aver.) 
(1) 
5.0% 
7.6% 
3.4% 
5.0% 
1.2% (aver.) 
7.3% 
2.2% 
(1 ) 
4.3% 
(1) 
(1) 
(1) 
5.9% 
8.0% 
(1) 
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Name of Company 

National Steel Corp. 
Hospital Service of Southern California 
General Telephone & Electronics Corp. 
Ralston-Purina Co. 
Wyman-Gordan Co. 
Keystone Industries, Inc. 
Marathon Metallic Building Co~ 
Oscar Mayer & Co., Inc. 
Oscar Mayer & Co., Inc. 
Kansas-Nebraska Natural Gas Co. 
Pett i bone Corp. 

(1) Incompl ete Data 

No. Applications Submitted Today 

No. Firms Today 

Total Applications to Date 

Total Firms to Date 

Total Applications Approved to Date 

Total Applications Denied to Date 

70 

49 

238. 

192 

6 

2 

Amount of 
Increase Sought 

8.0% 
8.3% 
(1) 
8.3% 
5.8% 
9.1% 

10.0% 
27.8% 
12.7% 

(1 ) 
2.7% 



Price 
Commission news 

DECISION LIST #4 

Office of Public Affairs 
Room 7316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202-254-8540 

DAILY DECISION REPORT - November 29, 1971 

Denial for Price Increases 

Name of Company % Increase Sought 

Oscar Mayer Company 1.31% 

REMARKS: The Oscar ~~yer request was denied because the company's 
profit margin in 1971 to date is higher than the base 
period. 



FACT SHEET November 24, 1971 

History of the Pay Board Through November 13, 1971 

A freeze on wages, prices, rents and salaries for a period of 90 

days was announced by President Richard M. Nixon on August 15, 1971. 

That initial freeze period became known as Phase I. 

On October 7, the President announced plans for Phase II--a more 

flexible program of economic restraints to follow Phase I. These plans 

were spelled out in Executive Order No. 11627 of October 15. 

Legislation to implement the executive order was introduced in the 

House of Representatives on October 19 in the form of a bill to extend 

and amend the Economic Stabilization Act of 1970 (H.R. 11309). The 

bill was referred to the Committee on Banking and Currency. (It has 

not yet been reported out as of the date of this release .. ) 

The Pay Board was established under the executive order. It was 

organized as a tripartite board of 15 members--five each frma labor, 

business, and the public sectors. The members were appointed by the 

President and their names were made public on October 27. Federal 

District Judge George H. Boldt, the Board chairman, initially opened 

his office at the address of the Cost of Living Council at 1717 H. St.,N.W. 

The members of the board were sworn in and held their first meeting 

at the Executive Office Building on the morning of October 27. They 

held subsequent meetings at that location on October 28 and November 3, 

4, 5, 6, and 8. The first meeting at the Pay Board's new location at 

2000 M St., N.W. was held on November 11. 

On November 8, the Pay Board adopted policies governing pay adjust

ments to become effective following expiration of the initial freeze 

period at midnight November 13. The policy statement and the initial 

regulations of the Board were officially published in the Federal Register, 

Vol. 36, No. 220 on Saturday, November 13. 



Price 
Commission 

FOR IW1EDIATE RELEASE 

news 
Office of Public Affairs 
Room 7316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202-254-8540 

November 27, 1971 

Price Commission Chairman C. Jackson Grayson today sent the following telegram 

to the presidents of the 1500 firms in the prenotification category: 

io Pres i dent of --------
I need your help. If we are going to stop inflation in this country, your 
company's active participation is vital. 

In the newspapers these days we read only of the companies that are requesting 
price increases. Many of these increases are justified by increased costs. 
We don't read of the many companies that have decided to hold prices down or 
of those that are actua 11y reduci ng pri ces. 

Some company officials have told me informally of their intentions to hold 
the line, even though it hurts. I \'lant the people of this country to know 
of these extraot"dinary and patriotic efforts. 

I am sending this same message to the heads of the 1500 companies in the 
prenotification category. I would like to hear from as many of you by letter 
or telegram, if possible, by Tuesday, November 30~ while the Price Commission 
is actually in sess i on. 

This is not to ask you for a commitment. It is to ask yoU}' current intentions 
or decisions. Some who have asked for price increases on some products or 
services may be planning to decrease or hold the line on other major groups 
of products or services. Please tell me and tell the public. 

If you want your reply to be confidential, it will be so. It will be used 
only in the averages of all the responses. If you want your response to 
be made public, I \'/;11 do so. 

If you can't reply by Tuesday, please do so \'/hen you can. 

Signed 
C. Jackson Grayson, Chairman 
Price Commission 



Price 
Commission news 

FOR UL"lEDIATE RELEASE HONDAY - NOVEHBER 29, 1971 

The Price Commission has issued additional clarifying instruc-

tions for completing prenotification and quarterly reports on 

Office of Public Affairs 
Room 7316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202-254-8540 

price changes. The new instructions for Forms PC-l and PC-IR are 

now available at local Internal Revenue Service Offices and should 

be used in addition to instructions already contained in Forms PC-l 

and PC-lR. 

Attachments: 2 

RELEASE #24 



Price COl1lmi csiun 
V\'c'!shington, W.e. 

Clarify;ng 11\,\, tJclions Form PC·1 A 

In order to facilitate readability, tt1C? folluwing instruction') in

corporate certain clarlficat!on~ Into 2 p-ortlon of the cXl'-.ting lex\ of 

PC.1R instructions. Thcrs:?fore, 1he fol:o .. VII1C) instructions fi'place 

the entire left hand side of the bCJck uf Forn1 rC-1 R The rlgn! h;: .. lI1d 
side of the back of the form is:afl1ng WI1h '''Poilcy Guirlelirlh") is 
not affected by tho clarif,cat,ons. 

Use of Form PC·1 R for Prenotifi(;dtit'n 

Thi~ form must he used for prc'flotd,c3tIOn PUt P{IS-eS by whole
salers and retailers whose anou3{ sales &xce.Jd $100 million. 

Upon filing this Forrn PC·1R and the 3tt"ched certificate. are· 

tailer or who(e~l('r may OJdjust his pricio!S in dccordance with Price 

Commission rt~gul,Jtions 

Prenotification firms sh.1I (oll1plel~ all portions of Form PC·' R 
Hcept thaI in the initial filIng they should omIt Columns (c), (d). and 

(el. of Item 3 in Part II. 

In column (al of that item. the firm sh,,11 enter a li" of product 
lines, departmants, or other prtting units according to its cUsLornary 

pricing practices. However, to the ext-ent thot jt~ cuS'10mary pricing 

practice is applied to indiVidual items wIthout rc~vrd to product 

line or other grouping, it should classify such individual items Into 

categories in such a way that it can provide HI the injtial til ing and 

on all subsequent reports lor each category the average markup in 

Column (b) of Item 3. 

Firms which Price on the Basis of Cate~ry Markups 

Firms which price on the basis of C<lteqory n,ari(u[>S shall attach 

a certificate addressed to the Price Commi~~I'JII C:tnd signed by the 
Chicf Executive Officer (parent firm) in the following form; 

"I certify that the selling prices of this firm will not be 

adjusted so as 10 Ci:luse the customary initial percentage 

markups delineated on the attached Form PC·1 R. dated 
_____ . to be exceeded except for temporJry in· 

creases reSUlting from unforeseen changes in product mix. 
Subsequent reports filed by this firm will reflect the same 
categories caiculdted in the same way. I further certify 

that I have taken those steps necessary to ensure that this 

result will be achieved." 

Firms which Price on the Basi. of ltem-by·ltem Markups 

To the extent that a firm customarily sets prices by a markup 
on individual items. it must use the following procedure: 

1. Compile and place on file initial percentage markups as of 
the base periods. These records shall show separately at least as 
many items as are required to be posted. and as many additional 
items as are neceSS3ry to provide a reasonably complete picture of 

the initial percentage markups prevailing in the base period. The 

records on file should show how the summaries of markups by 
category as entered in Item 3. Column (b) were determined. 

2. It should file the Form PC·1 R together with the following 

certificate Signed by the Chief Executive Officer (parenl firm); 

"I certify that the selling prices of this firm will 

not be adjusted s.o as 10 cause the base prices to be ex· 

ceeded except through the application of the customary 
initial percentage markups of the markup rose period (as 

defined in Part A. Section 300.101 (el of the Price Com· 
mission's regulations). and according 10 the firm's customary 

pricing practices. Records to document such customary 

illitial percentage markups and practices will be maintained 

for inspection and audit by representatives of the Price 

Commission at the locations indicated 11'1 Part /I I, Item 4 

of the attached Form PC·1 R. 

"The SUmmary forthe merchandise and service categories 

shown on form PC·' R. submined herewith reflects appli. 

calion of Ihe customary initial percem.9" markups in ac· 

Novf:rnber 23, 1971 

cordomce With the flrrn'~ cU-:.l{)n15fY pricing practiu·s on 

merctlandise or scrvlt:~S In d~:jJrlelj ca!~gorJ(-!'$ of the fjrm'~ 

business during the- ~wrJod~ ! dlcuh! on i~)e rrport. Suu:;.e· 
quent F Orin PC·1 fi rf'I>ortc::; f d(!J by this 1,rrn w.ll f t:fICc.t 

SJmn1arie5 for the s.Jme c,rtegl"AI C'S prt'DiHed in tt'le S<;tl1e way" 

Use of Form PC·' R for Quarterly Reporting 

Firn,~ with annUl'll sales in exce~S of SSO million {i c., both 

"PrenotifICdtJOn" <3.00 "RP,DOrlIIl9" Lrmsl shall fde Form PC·1R 

quarterly with 1he PriCE Commts",ioll, V~astungton, D.C., wIthin 

30 calenddf day~ follOWing the clo:'1J of their l.s.cal Quarter. 

Other retailing and whole---...aling companies do not have to file 
Form PC·)R to report their inltl(J1 percentage markups. HovJever. 
such cOnlp{)ni~ mLJ~t maintain tecord:; flP.Cessory to tndicate thdt 

initial pcr't:entage markups SLJ~E.."{~u~nt to November 13, 1971, do 
not exceoo their markup ba5e periud levels. 

FOHn PC·1 R should be completoo as indicated in the ~n'Structjons 

printed on the back of the Fo:m, except that the cenific.atlOns shall 

be made in whichev€r of the follOWing forms is apprOPriate 

Firms which Price on the BaSI'S of Cat~gory t.1.arkup'S 

III certify that the selling pricb of thi~ fIrm have not been 

adjusted so as to cause the cu:;~om~ry Iflltl.al pE'rcentage mark· 
ups delineated on the attached Form PC·1R. daTed ___ _ 

to be e:x:ceeded except for terr)p:>r2lry Increases resulling from 

uofore$een changes in prOduct rTliX. Sub~equent Form PC·1R 
reports filed by this firm will reflect the "'me cat~ories pre· 
pared in the same way. I further cert.ty thot I hiN': taken tho,e 

steps necessary to ensure that thiS result WJII be achi:?Vcd." 

." certify that the seiling prices of this firm have flot 

been adju~)tcd $0 as to caus.e the- b..::~.e prices to be exceeded ex· 

cept through the application of the customcry initial percentage 

markups of the markup base ~e"od (as defmoo 10 Part A. 
Section 300.' 01 (cl. of the Price Commlssion's regulations) 
and according to the firm's customary pricing practices. 
Records to establish such customary initial Dercentag~ markups 

and practice's will be maintained for inspect jon and audit by 
Price Como)ission representatives at the location indic.3ted in 

Part 1/1, Item 4 of the altached Form PC·1R. 

"The ~mmary for the merchandise and service categories 

shown on Form PC·1 R, submitted herewith. reflects appli· 

cation of the custonlary initial percentage markups in ac· 

cordance with the firm's CUSlOlnary pr icing practices on 
merchandise or services in defined categories of the firm's 

business during the periods reflected on the report. Subse· 
quent Form PC-1 R reports will reflect summaries for the 

same categories prepared in the same way." 

Summary of Multiple Forms PC·1 R 

A separate Form PC·1R must be preparE'd for each individual 
store, group of stores, or other l00;)lcal tntitY of a business follOWing 
the pr.(llctices customarily employed in the bU5ine~ for calculating 
markups. However, all forms. for 'Such entities must be summarized 

in a covering document containing tbe following information: 

a) Firm name, address and employer identification num~r. 

b) A listing of the following information from Forms 

PC·, R anached; 

1. The description included in Part I, Item No. 

2. The amount enlered in Part I. lIem No.2 

3. A total of the amounts entered in Pan I. Item No.). 
wh~ch must correspond with total company sale'S for 

the period covered. ('PO 922·0:)0 



Price Commission 
WashirlQton, D.C. 

Clarifying Instructions Form PC·, B 

In order to facilitate readability. the 1ollowicg in~tructiorlS in· 
corporate cenal!'"l clarifjcations Into a portion of tho: e"isting text of 

PC·1R instructions. Thereforp.. the followir"g instructions replace 

the entire left hand side of the back of Forn, PC·1 R T he right hand 
side of tne bad. Dr the forrn (sr;;rt,ng With "Policy Guidelines", is 
not affecled by the clarifications. 

Use of Form PC·1 R for Prenotification 

This form ('r';ust be used for prenotification pIJrJ>C's-es by whole· 

-salers and retail€rs whose annual &.:.ill'!s exceed $100 million. 

Upon filing this Form PC·1 R and the attdch'?d t"rtificate, are· 
tailer or wholesaler may adjust his pril:e5 in accordance with Price 
Commission regulations. 

Prenotification firms shall complete all portio"s of Form PC·' R 
except that In the initidl filing they $hould omit Columns (eI, (d),and 

Ie', of Item 3 in Part II. 

In column (a' of thaI item, the firm shall enler a list of product 
Hnes, departments, or other pricing units according to its customary 
pricing practices. HOWflver. to the extent that its cl..I'Stomary pricing 
practice is applied to indIvidual iterns Without regard to product 
line or other grouping, it should classify such indtv:dual items ,nto 
categories- in St..:ch a way that it can provide in the lr"lIyial filing and 

on all subsequent reports for each category the average markup in 
Column (b) of Item 3. 

Firms which Price on the Basis of Category Markups 

Firms which price on the basis of Clltec;ory rhar'<ups shall att~ch 
a certificate addressed to the Price Commlssl'''' and signed by the 
Cllief Executive Officer lparent flfm) in the follOWing form; 

HI certify that the selling prices of this firm will not be 
adjusted so as to caus.e the customary initial percentage 
markups delineated on the attached Form PC·1 R, dated 
_____ , to be exceeded except for temporary in

creases resulting from unforeseen changes in product mix. 
Subsequent repons filed by this firm will reflect the same 
categories calculated in the Silme way. I further certify 
that I have taken those steps necessary to ensure that this 
result will be achieved." 

Firms which Price on the Basis of Item-by·ltcm Markups 

To the extent that a firm customarily sets prices by a markup 
on individual items, it must use the following procedure: 

1. Compile and place on file initial percentage markups as of 
the base periods. These records shall show separately at least as 
many items as are required to be posted, and as many additional 
items as are necessary to provide a reasonably complete picture of 
the initial percent~ markups prevailing in the base period. The 
re.:ords on file should show how the summaries of markups by 
category as entered in Item 3, Column (b) were delermined. 

2. It should file the Form PC·1 R together with the following 
certificate signed by the Chief Executive Officer (parent firm): 

"I certify that the selling prices of this firm will 

not be adjusted SO as to cause the base prices to be ex· 
ceeded except through the applIcation of the customary 
initial percentage markups of the markup base period (as 

defined in Part A,Section 300.101 (c) of the Price Com· 
mission's. regulatlons). and according to the firm's CUSTomary 

pricing practices. Records to document such customary 
initial percentage markups and practices will be maintained 
for inspeclion and audit by representatives of the Price 
Commission at the locations indicated in Part III, Item 4 
of the attached F arm PC· 1 R. 

"The summary forthe merchandise and service categofl8S 

shown On Form PC·1 R, submitted herewith reflects appli
Cltion of the custo.rn~rv inilial percentage markups in ac· 

November 23, 1871 

cordancc with the firm's customary pricing pr3ctjce~ on 
merchcmdis.e or ScrVICP$ in deflnf:"(j catE'gone-s of the firm's 

business durIng the periods rpflec!L"'(j on the rEport. Subs\"'

Quent Form PC 1 R repOrts filed by thiS firm will refiret 
sumrnarie5 for the same Ciltegorie-J prepared in the same way,," 

Use of Form PC-l R for Quarterly Reporting 

Firms with annual sales in excess of S50 million (i.e., both 
"Prenotlfical,on" and "Reporting" frrm,) shall file Form PC·1 R 

Quarterly With the Price Commission, V\la~in<Jton, D.C .. , within 
30 calendar days following the close of ttlerr fiscal quarter. 

Other retailing and wholesaling companies do not have to fjfe 

Form PC·1 R to report 'herr inltla: percentu;::l€ markups. However, 
such companies must rnalntain records necessary to indicate that 
initial percentoge markups subsequent to November 13, 1971, do 
nOt exceed their markup base perIod levels. 

Form PC·1 R should be cornplet'?d as indicated in the instructions 
printed on the back of the Form, exceDt that the certificatIons shall 
be made in whichever of the following forms IS appropriate. 

Firms which Pric.p on the Basis of Category Markups 

HI certify that the selling prices of thiS firm have not been 

adjUSTed so a'S to cause the customary initlid percentage mark. 
ups delineatc-d on the attached Form PC·' R, dat'?d ___ _ 

to be exceeded except for temporary increases resulting from 
unforese.en changes in product mix. Subsequent Form PC~1R 
reports filed by this firm will reflect the same categories pre. 
pared in the same way. I further certify that I have takeri those 
steps necessarV to ensure that thiS result will be achieved." 

Prices on the 81'Sis of Item-by·ltem Markups 

"I certify that the selling prices of this firm have not 

been adiusted so as to cause the base prices to be exceeded ex
cept through the application of the customary mitial percentage 
markups of the markup base period (~s defin'?d in Part A. 
Section 300.'01 (0), of the Prrce Commission's regulations) 
and according to the firm's customary pricing practices. 
Records to establish s.uch customary mitial percentagp markups 
and practices will be mamtained for inspection and audit by 

Price CommisslDn representatives at the IDc-ation indicated in 
Part III, Item 4 of the attached Form PC·1 R. 

-"The summary for the merchandise and service categories 
shown on Form PC·, R, submitt'?d herewith, reflects appli. 
cation of the customary initial percF.'ntage markups in ac
cordance with the firm's customary pricing practices on 
merchandise or services: in defined categories of the firm's 
business during the periods reflected on the report. Subse· 
quent Form PC·1 R reports will reflect summaries for the 
same categories prepared in the same way." 

Summary of Multiple Forms PC-1 R 

A separate Form PC·1 R must be prepared for each individual 
store, group of store$, or other logical entity of a business following 
the pr~ctices customarily employed in the business for calculati"9 
markupS. However, all forms for such entities must be summarized 
;n a covering document containing the following information: 

a) Firm name, address and employer identification number. 

b) A listing of the following informatiol' from Forms 
PC-l R attached: 

1. The description included in Part I, Item No. 

2. The amount entered in Part I, Item No.2 

3. A total of the amounts entere<] in Part I, Item No.2, 
which must correspond with total company salE'S tor 

the period covered. 
GPO 922·050 
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news 
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Office of Public Affairs 
Room 7316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202-254-8540 

tlovel"bEl' 2(), 197] 

Pay Board Chairman, Juc1i~e Gear-z.e Ii. Bolc] t, 1 cday sent a COl:'Z.rn tul2 to)'), 

telegram to t\w Ohio unions \-7110 vohmtc::cily l'ej C(: teel i1 [:chcclul(~d p::y jn(::;-cp. sec 

in excess of 5.5%. 

of the ;'El}Frit:;hts lJnioi1, both in Cinci)lnati, 0hic, rc,-'c1 as ioJ.10'(,7s: 

twice the 5 . .5% )';,y tecnl StOl'lC;;JJ:,d. 

most cCMrneec1able. 

r 1 (J i· i 
-.' L_ 



The Department of the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

ENTION: FINANCIAL EDITOR 

RELEASE 6: 30 P. M. , 

day. November 2'3, 1971, 

RESULTS OF TREASURY' S ~}[[KLY BILL OFFERING 

The freasury Department announced that the tenders for two series of Treasury 
ls, one series to be an additional issue of the bills dated SenteT'1ber '). 1971 ,and 
other series to be dated December 2, 1971 ,which were offered on t/0veT'1ber :n, 1971, 

e opened at the Federal Reserve Banks today. Tenders were invited for $ ? ,100.000.01)0, 
thereabouts, of 'Jl-day bills and for $ 1.600,000.000 or thereabouts, of ]117 -day 
1s. The details of the two series are as follows: 

}E OF ACCEPTED 
PETITIVE BIDS: 

High 
Low 
Aver8f!,e 

91-day Treasury bills 
maturing ~1arch 2. 1972 

Approx. Equiv. 
Price Annual Rate 

98.915 
98.900 
98.907 

4.292% 
4.352% 
4.324% 

1R? -day Treasury bills 
maturing ,Tune I, 1977 

Approx. Equi v . 
Price Annual Rate 

97.775 sI 
97.746 
97.760 

4.401% 
4.458% 
4.431% Y 

~ Excepting one tender of $500,000 
84% of the amount of 91-day bills bid for at the low price was accepted 
8510 of the amount of Hl2-day bills bid for at the low price was accepted 

I.L TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS: 

.strict AEElied For AcceEted AEElied For AcceEted 
lston $ 25,145,000 $ 14,645,000 $ 12,890,000 $ 2,890,000 
!w York 2,929,050,000 1,840,630,000 2,356,270,000 1.,323, G 70,000 
liladelphia 31,075,000 16,075,000 4,630,000 4,630,000 
.eveland 28,535,000 28,360,000 27,250,000 11,725,000 
.chmond 9,385,000 9,385,000 4,535,000 4,535,000 
;lanta 39,625,000 28,675,000 23,835,000 10,445,000 
ticago 229,735,000 172 ,535,000 210,680,000 155,620,000 
'. Louis 61,930,000 49,610,000 42,080,000 30,880,000 
nneapolis 33,120,000 22,140,000 22,545,000 11,545,000 
.nsas City 31,250,000 26,930,000 16,750,000 11,650,000 
.nas 42,125,000 23,625,000 30,470,000 6,970,000 
.n Francisco l20~995z000 68 zl65 z000 89 z430 2OOO 25 258°2°°0 

TOTALS $3 ,.S8l, 970,000 $2,300,775,000 EI $2,841,365,000 $1,600,140,000 ~ 

ncludes $207,980,000 noncompeti ti ve tenders accepted at the average price of 98.907 
ncludes $ 86,215 ,000 noncompetitive tenders accepted at the average price of 97.760 
hese rates are on a bank discount basis. The equivalent coupon issue yields are 
4 % for the '11 -day bills, and 4.61% for the 1 fp-day bills. 
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)R IMMEDIATE RELEASE 

news 
Office of Public Affairs 
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2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202-254-8540 

November 29, 1971 

The Price Commission will release policy for regulateo public 
:ili ty rate increases. This policy will be printed in a few days in 
le Federal Register. 

The Commission will recommend to the Cost of Living Council that 
.1 public utili ties wi th $50 m.illion or more in annual revenues must 
!port to the Price Commission when: 

1. They request a rate increase from their regulatory agency 

2. The requested increase is allowed to go into effect subject 
to accounting and refund and 

3. When the reQulatory agency gives final approval for the rate 
increase. 

The Price Commission will review rate increase requests to deter
ne if they are consistent with the Commission's standards and goals. 
reserves the right to reduce the rates if necessary. The general 

idelines that the rate increase must follow are: 

1. That the increase would not contribute to inflationary ex
pectations 

2. That the increase is reduced to reflect productivity gains 

3. That the increase is the minimum rate which is necessary to 
assure continued and adequate service and 

4. That any requested increase in the rate of return above that 
allowed previously is required either by an increase in the 
cost of money, including equity capital; or is necessary to 
assure continued adequate service and provide for necessary 
expansion to meet future requirements; and that it is the 
minimum rate of return needed to attract capital. 

The State or Pederal regulatory agency must certify that the 
::reases are consistent with the above standards. If not, the 
~ission can remand, limit, rescind, or modify the increases. 

lease #26 
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FOR IMMEDIATE RELEASE November 29, 1971 

The Price Commission today approved an average price increase 

up to 2.9% for Ford Motor Co. on cars, trucks and optional equip

ment for 1972 models. 

Ford had sought a 4.4% increase. 

The Commission's decision was based on cost increases adjusted 

for productivity gains, and projected effect upon profit margins 

(before taxes) for the balance of the 1972 model year. 

Release #25 



The Department of the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

FOR IMMEDIATE RELEASE November 30, 1971 

UNITED STATES GOLD AND OFFICIAL RESERVE TRANSACTIONS 
THIRD QUARTER 1971 

U. s. reserve assets declined $1,373 million in the third 

quarter of 1971. This brought the cumulative decline in the 

first three quarters of 1971 to $2,356 million. The decline 

was moderated by the allocatioli of $717 million of SDR's 

to the United States on January 1. 

Gold sales accounted for $300 million of the third quarter 

decline and $865 million for the three-quarter period. Gold 

transactions are listed by country in the accompanying table. 

All gold transactions, except for $1.5 million, were initiated 

prior to August 15, 1971. 

Other reserve assets declined as follows: (In millions of 

dollars) 

SDR 
Foreign Exchange 
Reserve Position 

in IMP 

C-207 

3rd Quarter 
1971 

150 
72 

851 

(OVER) 

January-September 
1971 

471 
379 

1,358 
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The decline in Special Drawing Rights in the above table 

exclude the January I allocation. With this allocation, the 

U. S. holdings of SDR increased by a net amount of $246 million 

over the first three quarters. 

The currency drawings by the United States from the 

International Monetary Fund were exclusively in Belgian 

francs and Netherlands guilders. The decline in snR was 

also due to sales to these two countries. 

The decline in foreign exchange reserves took place 

primarily in the first quarter and was principally due to 

~e repurchase of sterling by the United Kingdom. This 

sterling had been originally purchased by the United States 

as a measure of assistance to the United Kingdom and its 

repurchase represented complete reversal of all such 

assistance. 

000 



UNITED STATES NET MONETARY GOLD TRANSACTIONS ~IIJITH 
FOREIGN COUNTRIES AND INTERNATIONAL INSTITUTIONS 

January 1 - September 30, 1971 

(In millions of dollars 

Area and Country 

Europe 
Belgium 
Finland 
France 
Iceland 
Malta 
Netherlands 
Switzerland 
Turkey 
Vatican City 

Total 

Latin America 
Chile 
Dominican Republic 
El Salvador 
Haiti 
Honduras 
Nicaragua 
Peru 

Total 

Asia 
Afghanis tan 

Burma 
Ceylon 
Indonesia 
Lebanon 
Malaysia 
Philippines 
Singapore 
Syria 

Total 

Africa 
Egypt 
Ghana 
Liberia 
Sudan 
Tunisia 
Uni ted Arab Rep. 

Total 

Fiji --=-

IMF -

Quarter 

* 
-25.0 
-75.0 
+14.6 

-85.4 

-0.1 
-0.1 

* 
* 

* 
-0.1 
-0.4 

-0.2 
+21.0 
-0.1 

-35.0 

-0.7 

* 
-14.9 

-0.3 

-0.4 
-0.2 
-0.6 
-1.4 

-6.9 

Quarter 

-110.0 

-282.0 

-2.7 

-50.0 
-2.9 

-447.6 

-0.3 
-0.1 

* 
* 

-3.6 
-4.0 

+20.9 
-0.1 

-10.0 
-0.6 

* 
+10.2 

-0.6 
-0.6 

* 
-0.3 
-0.2 

-1.8 

-2.3 

-11.1 

Quarter 

-20.0 
-191.1 

-50.0 

-2.0 
-263.1 

-0.1 

* 

-0.1 

-0.1 

-0.1 
-1.1 

-0.6 
-30.0 

-32.0 

-0.3 
* 

-0.3 

-4.0 

TOTAL -109.1 -456.6 -299.6 
;::'T----

Flgures may not add to totals because of rounding. 
*Under $50.000. 

Total 

-110.0 
-20.0 

-473.0 
* 

-2.7 
-25.0 

-175.0 
+11.7 
-2.0 

-796.0 

-0.4 
-0.3 

* 
-0.1 

* 
* 

-3.7 
-4.5 

-0.3 
+41.9 
-0.3 
-1.1 

-35.0 
-10.0 
-1.9 

-30.0 
-0.1 

-36.8 

-0.6 
-0.9 

* 
-1.0 
-0.5 
-0.6 
-3.6 

-2.3 

-22.0 

-865.2 



Price 
Commission 

PRE-NOTIFICATION REPORTS, NOVEMBER 29, 1971 

Name of Company 

Boleno-Div. FNC Corp. 
Milwaukee Forge Eaton Corp. 
Dynamic Plant Eaton Corp. 
Eaton Gear Plant Eaton Corp. 
Rainbow Baking Co. of San Antonio 
Colonial Baking Co. of Nashville 
Paper & Packing Division 

Fiberboard Corp. 
Knudsen Corp. Dairy Fresh Inc. 
Wilson Certified Foods, Inc. 
Roth Packing Co. 
Beatrice Foods Co. 

Rosari to Di v. 
Beatrice Foods Co. 

Ma Brown Div. 
No. American Rockwell Corp. 
Island Creek Coal Co. 
Wheel ing Pi ttsburgh Steel Corp. 
Kel sey Hayes Co. 
Kaiser Aluminum & Chemical Corp. 
Hueb 1 i en Co. 
National Cash Register Co. 
The Gas Service Co. 
Kent Plastics Corp. 
Honeywell Inc. 

+ Less than .01 % 

Amount of 
Increase Sought 

3.1% 
3.5% 
3.0% 
4.9% 
4.7% 
4.4% 

5.4% 
6.2% 
0.5% 
0.8% 

5.3% 

5.8% 
7.3% 
6.7% 
7.6% 
5.0% 
6.8% 
2.4% 
1.8% 
9.7% 
1.5% 
1.3% 

news 
Office of Public Affairs 
Room 7316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202-254-8540 

PNR-9 

% Impact on 
Total Revenue 

.06 
+ 
+ 
.01 

3.3 
4.1 

3.3 
1.3 
0.5 
0.8 

.03 

.02 

.7 
5.0 
1.1 
3.7 
0.2 
1.2 

.2 
9.7 

.03 

.3 

The Following Companies Submitted Applications with Incomplete Data: 

General Telephone Company of California 
P~nn Central Company 
Wl1son-Si ncl air Company 

(OVER) 
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New Jersey Bell Telephone Company 
Olin Corporation 
Wisconsin Public Service Corporation (3 applications) 
Tennessee Gas Pipeline Co., Div. of Tenneco Inc. 
Stanodyne, Inc., Western Cold Drawn Steel Div. 
The Reader's Digest 
Bur 1 i ngton Northern, Inc. 
Alcoholic Beverage Control Board of Whiteville 
Philadelphia Electric Company 
Florida Gas Company 
Milwaukee Public Museum 
Wisconsin Electric Power Company 
Deltona Corporation 
.Florida Gas Transmission Company 
Seaboard Coastline Railroad (Richmond) 
Seaboard Coastline Railroad (Jacksonville) 
Illinois Central Railroad Co. (3 applications) 
Tampa El ectri c Company 
Transwestern Pipeline Co. 
Kaiser-Permanente ~1edical Care Program 
Michigan Conso1 idated Gas Company 
Pacific Gas and Electric Company 
Boston Edison Company 
Stokely-Van Camp, Inc. 
Great Northern Paper Company-Great Northern Nekoosa Corp. 
Southern Pacific Transportation Company 
Greyhound Li nes, Inc., Greyhound Corp. 
Piedmont Natural Gas Co. 
Southern Pacific Transportation Company 
Empire Gas Corp. 
Hawaiian Telephone Co. 
Washington Natural Gas Co. 
Alabama Gas Corp. 
Northern Natural Gas Co., Peoples Natural Gas Div. 
Iroquoi s Gas Corp. 
Diamond Shamrock 

No. Applications Submitted 11/29 -..:...65~_ 

No. Firms 11/29 ~59~_ 

Total Appl ications to Date .;;..3~03~_ 

Total Fi rms to Date 255 
;:..;;...~-

Total App1 ications Approved to Date _11 __ 

Tota 1 App 1 i ca t ion s Den i ed to Da te .-....;2~_ 



Price 
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Room 7316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202-254-8540 

.--_. __ .. _---_._-_._-_. -.-------------------------_ .. __ ._------- ----------------.--~-

FOR HE'1EDli\.TE UELE:ASE November 30, 1971 

Price Commission Chairm2.n C. Jackso:J Grayson today urged 
landlords to de12.y any immediate action on resid(~ntial rent 
increc\~;E::s, even \':i1en <_cn incre;:;..s~e would be 2,11u\\'e(1 by the 
present Price Comml ssion nd0s. GJ:i-,~/son iJ-sl(ccl for the 
delay so that thc~ l{ent Adv_' sory BCFlJct and Price Commission 
can develop specific guidel:i_nes :Cor Phase I I rent stabili zation. 

After conferring with recently appointed Rent Advisory Board 
Chairman Thomas Curtis, Grayson sajel the Board is meeting this 
week to develop recoIHmendat:ions for consideration by the Price 
Commi ssion. Cur tis s~Aid the Board 1 s recolilIrlencla "Lions w'i 11 
include clarifications and revisions of the existing regulations 
as well as nevI guidelines and policy for rents. 

Grayson promised quick action by the Price Commission on the 
Rent Advisory Board's rccomrlenda tioDs. He further cau tio.ncd 
landlords that rollbacks of increased rents will be necessary 
if those rents are not consistent with new policy. 

l\ELEASE NO. 27 
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Commission 

DAILY DECISION REPORT - NOVEMBER 30, 1971 

Approvals for Price 

% Increase % Increase 
Name of Company Sought Approved 

Cessna Aircraft 4.4% 4.4% 

Robertshaw Control s 3% 3% 
Company 

John Morre 11 Co. .497% .497% 

Internati ona 1 4.29% 3.93% 
Harvester Corp. 

news 
Office of Public Affairs 
Room 7316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202-254-8540 

DECISION LIST #5 

Increases 

% Revenue 
Product Increase 

Line for Firm 

Aircraft 2.86% 

Gas & Electric .6% 
Thermostatic 
Controls 

Meat Products .497% 

Se1 f-propell ed 2.97% 
heavy equipment 
& vehicles, rub-
ber wheel and 
crawler 

REMARKS: The Cessna increase reflects productivity and a direct pass 
through of labor costs, including a large boost in employee health care 
benefits. 

The increase for the Robertshaw Control Co. was justified on increased 
labor and rna teri a 1 cos ts • 

The John Morrell increase was based on di rect 1 abor costs. 

I~ernationa1 Harvester had sought a 4.29% increase which was reduced after 
negotiations by the Commission to reflect productivity gains. 

Total Appl icat; 0.1S Approved 11 

Total Appl ications Denied 2 



The Department of the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

FOR IMMEDIATE RELEASE November 30, 1971 

TREASURY'S WEEKLY BILL OFFERING 

The Treasury Department, by 
for two series of Treasury bills 
~,900,OOO,000, or thereabouts, 
bUls maturing December 9, 1971, 
as follows: 

this public notice, invites tenders 
to the aggregate amount of 
for cash and in exchange for Treasury 

in the amount of $3,703,695,000, 

91-day bills (to maturity date) to be issued December 9, 1971, 
in the amount of $2,300,000,000, or thereabouts, representing an 
additional amount of bills dated September 9,1971, and to mature 
March 9,1972 (CUSIP No.912793 MR4) originally issued in 
~e amount of $ 1,601,800,000, the additional and original bills to be 
freely interchangeable. 

182- day bills, for $1,600,000,000, or thereabouts, to be dated 
December 9, 1971, and to mat'ure June 8, 1972, 
(CUSIP No. 912793 NE2). 

The bills of both series will be issued on a discount basis under 
competitive and noncompetive bidding as hereinafter provided, and at 
~turity their face amount will be payable without interest. They will 
be issued in bearer form only, and in denominations of $10,000, 
$15,000, $50,000, $100,000, $500,000 and $1,000,000 (maturity value). 

Tenders will be received at Federal Reserve Banks and Branches up 
to the closing hour, one-thirty p.m.! Eastern Standard 
time, Monday, December 6, 1971. Tenders will not be received 
at the Treasury Department, Washington. Each tender must be for a 
minimum·of $10,000. Tenders over $10,000 must be in mUltiples of 
$5,000. In the case of competitive tenders the price offered must be 
expressed on the basis of 100, with not more than three decimals, 
e.g., 99.925. Fractions may not be used. It is urged that tenders be 
~de on the printed forms and forwarded in the special envelopes which 
dll be supplied by Federal Reserve Banks or Branches on application 
therefor. 

Banking institutions generally may submit tenders for account of 
:ustomers provided the names of the customers are set forth in such 
tenders. Othe rs than banking ins tit ut ion.s v.Ji 11 not be pe rmi t t ed t <) 



- 2 -
submit tenders except for their own account. Tenders will be receiwd 
without deposit from incorporated banks and trust companies and from 
responsible and recognized dealers in investment securities. Tenders 
from others must be accompanied by payment of 2 percent of the face 
amount of Treasury bills applied ror, unless the tenders are accompanie 
by an express guaranty of payment by an incorporated bank or trust 
company. 

Immediately after the closin~~ hou[", tenders will be opened at the 
Federal Reserve Banks and Branches, following which public announcement 
will be made by the Treasury Department of thE amount and price range 
c[ accepted bids. Only those sub~itting competitive tenders will be 
advised of the acceptance or rejection thereof. The Secretary of the 
Treasury expressly reserves the ri6ht to accept or reiect any or all 
tenders, in whole or in part, and his action in any such respect shall 
be final. Subject to these reservations, noncompetitive tenders for 
each issue for $200,000 or less without stated price from anyone 
bidde r- wi 11 be acc epted in full a t the ave rage pr-ice (in three dec imals 
of accepted cOi'.lpecitive bids for- the r-espective issues. Settleme:1t for 
accepted terders in aecor-dance idth the bids must be made or completed 
at the Federal. Reserve Bank on December 9, 1971, 
in cash or- other ~ JllTledictely available funds or in a like face amount 0 

Treasury bills ,Dtur-ing December 9, 1971. Cash and exchange tender 
will r-eceiv~ eq~al tre2t~ent. Cash adjustments will be made for 
differ-ences betwees the p~r value of matur-ing bills accepted in 
exchange anG the issue pr-ice of the new bills. 

:'nde" Sp,:tluns 454 (b) and 1221 (5) of the Internal Revenue eOClC 

Ol 19)'1- che aC:L1Jr.t DL' discount at which bills issued hereunder are sold 
is con'~--:'de[,EJ.' to;"ccr'Je I.lhen the bills ar-e sold, r-edeemed or- otherwise 
dispose.] uf ,11l,1 the bill.s are excluded fr-om consideration as capital 
assets.,~ccon:.:i~~ly, th~ (';me .. T,::easur-y bills (other- than life 
insurai""e COG1p3i1i.,s) issued hereunder- must include in his income tax 
r-eturn, as urcl Lnary t!2in c:.- loss, the diffel-ence between the price paid 
for the bi 11.:;. '·,1'H::ther- on original iSEue or- on subsequent purchase, and 
the amount actuall.v l-ecei\-ed either- upon sale or- redemption at maturity 
dur-ing the taxable yea~ for which the return is made. 

TreaSd,\' Dep:n"tment CiJ::cular No. !,18 (cut"r-ent revision) and this 
notice, pt'e;;crice t:'<.: terms of the Tr-easur-y hj i 15 and govern the 
conditions ')~ their issue. Copies of the circular may bE: obtained from 
any Feder-al Reser-ve Bank or Branch. 

000 



news Pay Board 
RELEASE 

Office of Public Affairs 
Room 8316 
2000 M Street. N.W. 
Washington. D.C .• 20508 
Phone:202~ 

254=8511 

FOR IMMEDIATE RELEASE PB-7 
November 29, 1971 

Pay Board Chairman, Judge George H. Boldt, today sent a congratulatory 

telegram to two Ohio unions who voluntarily rejected a scheduled pay increase 

in excess of 5.5%. 

The telegram, sent jointly to the Carpenters District Council and Local 1454 

of the Millwrights Union, both in Cincinnati, Ohio, read as follows: 

"Newspapers report that on your own initiative you have 

voluntarily rejected a wage increase due you on December 1st 

under a two-year-old contract wnicn would amount to nearly 

twice the 5.5% Pay Board Standard. 

"The patriotic self-restraint displayed in your action is 

most commendable. 

"It is clear your members know success in the program against 

inflation will depend to a large degree upon voluntary coopera-

tion by the American people. Your action in that respect is 

typical of that by many millions of Americans whose coopera-

tive effort can and will win the fight. 

"Congratulations and good wishes." 



Price. . 
Commission 

FOR IMMEDIATE RELEASE 

news 
November 30, 1971 

Office of Public Affairs 
Room 7316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202-254-8540 

The Price Commission today issued guidelines on its decision 
that the base price need not include temporary deals and/or 
special allowances. They are as follows: 

1. The base price need not include temporary special 
deals and/or special allowances which were announced 
before August 15, 1971, and were intended to be in 
effect no longer than 91 days. 

2. A "temporary special deal" may include but not be 
limited to offers of free goods, combination sales, 
increased quantities, introductory offers, "cents
off", or "price-pack" offers. 

3. A "temporary special allowance" may include, but not 
be limited to, early shipping, advertising, display 
buying, promotional or other similar arrangements. 

4. Those special deals and allowances which were continued 
in effect longer than their originally intended 
duration due to Phase I or Phase II regulations may 
be considered to be "temporary" and need not be 
included in base price calculation. These deals may 
now be terminated. 

5. The Commission will request the Cost of Living Council 
to waive the requirement for prenotification and 
approval of price changes under this policy. In any 
event, such changes must be included in quarterly 
reports. 

Release #28 
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Commission news 

Office of Public Affairs 
Room 7316 
2000 M Streel, N.W. 
Washington, D.C., 20508 
Phone: 202·254-8540 

FOR IMMEDIATE RELEASE November 30, 1971 

The Price Commission today approved a request by General 

Motors to raise prices of 1972 model automobiles, trucks, and 

optional equipment by an average of up to 2\70. 

The Commission's decision was based on consideration 

of allowable cost increases, productivity gains, and the 

company's base-period profit margin. 

Release #29 



RELEASE 

FOR IMMEDIATE RELEASE .•.. 

Statement for the Press ••.. 

Pay Board 
Office of Public Affairs 
Room 8316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202·254-8500 

November 17, 1971 
PB-3 

The Pay Board this morning discussed the recent contract signed by 

the Bituminous Coal Operators Assn and the National Scale and Policy 

Committee. They determined that it is an "existing contract" for the 

purposes of Sec 301-14 of Pay Board regulations. 

More than five members of the Board requested a Pay Board review 

of this coal contract. The parties to the contract are being invited 

to make a presentation to the full Board on November 18th, at 9:30 A.M. 



Price 
Commission news 

Office of Public Affairs 
Room 7316 
2000 M Street. N.W. 
Washington, D.C •• 20508 
Phone: 202·254-8540 

FOR IMMEDIATE RELEASE November 30, 1971 

The Price Commission today approved a request by General 

Motors to raise prices of 1972 model automobiles, trucks, and 

optional equipment by an average of up to 2~~. 

The Commission's decision was based on consideration 

of allowable cost increases, productivity gains, and the 

company's base-period profit margin. 

Release #29 



~rice 
Commission 

PRE-NOTIFICATION REPORTS, NOVEMBER 30, 1971 

Name of Company 
Amount of 
Increase Sought 

stauffer Chemical Co. 
Honeywell Inc. Test 

Instruments Div. 
Bassett Furniture Ind. 
Shell Oil Co. 
Rostone Corp. (subsidiary 

Allen Bradely Co.) 
Burroughs Corp. (Contract 

Maintenance on Data Process Equip.) 
Ivorganic Chemicals-Div FMC Corp. 
Chelsea Industries Inc. 
Hoover Ball & Bearing Co. 
Baltimore News - American Div., 

The Hearst Corp. 
Fedders Corp. 
Flash Filing Inc., 

Sheller Globe Corp. 
Blue Cross of Northeast Ohio 
George A. Harmel & Company 
Booth Fisheries-Consolidated 

Foods Corp. 
Kitchen of Sara Lee, 

Consolidated Foods Corp. 
Bethlehem Steel Corp. 
National Can Corp. 
Rheem Mt' g • Co. 

* Less than .01% 

6.6% 
2.2% 

1.6% 
4.9% 
7.75% 

2.5% 

7.8% 
6.8% 
6.51% 
8.2% 

2.7% 
3.6% 

10.7% 
0.957% 
9.32% 

2.22% 

6.99% 
3.11% 

news 
Office of Public Affairs 
Room 7316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202·254-8540 

PNR-lO 

% Impact on 
Total Revenue 

* 
* 

1.6 
0.2 
6.6 

* 
0.2 
0.3 
0.8 
0.2 

1.2 
0.02 

0.2 
9.6 
0.03 

0.1 

1.3 

The Following Companies Submitted Applications with Incomplete Data: 

Bell Telephone Company of Pennsylvania 
Illinois Bell Telephone Company 
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New York Telephone 
South Central Bell 
Texas Eastern Transmission Company 
The Atchison Topeka & Santa Fe Railway 
New England Telephone 
Pacific Northwest Bell Telephone Company 
Northern Natural Gas Company 
Northern Ordinance Public Service Corporation 
Gas Producing Enterprises, Incorporated 
Pacific Northwest Bell Telephone Company 
Northwestern Bell 
T. V. Guide (Triangle Publications, Inc.) 
Pittsburgh Press Company (The E. W. Scripps Company) 
Morris Industries, Inc. 
Ayrshire Coal Company, Division American Metal Climax 

No. Applications Submitted 11/30 

No. Firms 11/30 

Total Applications to Date 

Total Firms to Date 

Total ~pplications Approved to Date 

Total Applications Denied to Date 

36 

36 

339 

291 

27 

2 



Price 
Commission 

FOR IMMEDIATE RELEASE 

news 
Office of Public Affairs 
Room 7316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202-254-8540 

DECEMBER 1, 1971 

The Price Commission met Monday and Tuesday of this week. One of the 

major matters considered was requests for price increases in the coal industry. 

An average price increase of 3.78% was approved for the Old Ben Coal 

Company. The Company, a subsidiary of Standard Oil of Ohio, had sought a 

6.71% increase. 

The Commission's decision was based on allowable cost increases for wages 

and fringe benefits, including the official allowance for the unusual pension 

situation, adjusted for productivity gains and limited by base period profit 

margins. 

The allowable costs were consistent with the Commission's general guideline 

applying to labor cost increases which were agreed upon after the announcement 

of Pay Board and Price Commission guidelines. This guideline is generally 

limited to 5.5% for labor, including fringe benefits. In the particular case 

of the coal industry, special circumstances exist which allow the pass-through 

of an additional amount required to assure the continuation of benefits to 

individuals on pensions. 

The Price Commission stated that all requests for price increases in 

the coal industry will be decided on an individual company basis and will 

be subject to the overall guideline on profit margins. 

Release #30 
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The Commission considered requests for price increases from Ford and 

Genera 1 f·lotors. The pri ce increases gt'anted refl ected ull o\/cb 1 e costs and 

as approved will not result in pre-tax profit margins in excess of those 

in the base period. In determinin9 pre-tax profit margins these requests 

were analyzed to avoid providing any retroactive profits to compensate for 

the lovJer prices that prevailed during the freeze. 

A request for price increase from U.S. Steel Corp. was returned to the 

Corporation for more information. 

The Price Commission established a policy fo)' rate increases by )~egulated 

public utilities. This ViaS announced in Price Corrmission Release #26. 

The Commission amended its requirements on timing for filing reports to 

provide that reports be submitted at the same time they are normally released 

by firms. These reports may not, however, be filed any later than 45 days 

after a close of a quarter or 90 days after the closing of the firm's Fiscal 

Year. 

The Commission clarified reporting procedures for conglomertttes to 

provide in substance that if a business unit or units are controlled directly 

or indirectly by another business unit or units, the Commission shall generally 

treat the controlled and controlling units together as a single entity. In 

exercising its discretion in this regard, the Coml1ission shall take into 
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account the extent of product different -i at i on among the separate units, 

their sizes relative to each other and to the \lIhole~ and other considerations 

which are relevant to the goal of reducing inflation. 

The Commission received « status re;)ort from the Health Services Industry 

Committee on significant policy issues. The Commission is planning to announce 

specific guidance fo\" the health services inC:ustry during the next \'leek. 

The Commission discussed productiv"il.y 0nd reviE'lied Ddeql1acy of 

productivity data submitted by finns requesting price increases. The Price 

Commission Staff has been directed to establish an advisory group on 

productivity vlhich will prov'lcle recor.1fnendG.tions to the; Commission on methods 

of obtaining productivity data and on methods of stimulating the develop~cnt 

of productivity throughout "industry. 

The Commission ruled that reports on base period income and quarterly 

income are not required from a. man.ufacturing, service or professional firm 

that has not increased any selling price above the ceiling prices established. 

Firms choosing this option, however, must submit the follovIing certificate 

within 30 days of the close of each fiscal quarter: 

I certify that this firm has not increased the 5('l1.in9 price 

of any of its products above the ceiling prices established 

for the I\ugu st 16, 1971 - November 13, 1971, freeze peri od. 

-------ChicTlxecutlve Offi eel' 



news 
RELEASE 

FOR 3:00 P. M. RELEASE 

Pay Board 

PB-9 

Office of Public Affairs 
Room 8316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202·254-8500 

December 1, 1971 

The five business members of the Pay Board today challenged a 

contract entered into between the Carey Grain Corporation, Port of 

Chicago, and Local 418 of the International Longshoremen's Associa-

tion, which allegedly provides for wage increases unreasonably 

inconsistent with criteria established by the Pay Board. 

The challenge is in accordance with Pay Board regulations as 

listed in paragraph 201.14 of the Federal Register of November 13th. 

The Internal Revenue Service is being asked to examine the labor 

agreement, obtain factual information, and make a report to the Board 

at a later date. 

30 



news Pay Board 
RELEASE 

PB-8 

Office of Public Affairs 
Room 8316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202-25401 85~l 

FOR IMMEDIATE RELEASE December 1, 1971 

Judge George H. Boldt, Chairman of the Pay Board, today sent a 

congratulatory telegram to members of Local #801, IUE--AFL-CIO at the 

Frigidaire Division of General Motors, Dayton, Ohio, who voluntarily 

rejected a scheduled pay increase in order to enable their employer 

to rehire more than one thousand of their fellow workers. 

The telegram read: "Your decision to forego previously 

agreed upon raises in excess of the 5.5 percent standard, 

which now enables Frigidaire to rehire more than one thousand 

of your fellow workers is a commendable example of voluntary 

cooperation in the effort to stem inflation. It reflects the 

determination of the American people to return their country to 

a condition of a sound economy and full employment. Congratu-

lat ions and good wishes." 



Price 
Commission news 

Office of Public Affairs 
Room 7316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202·254-8540 

Decision List # 6 

DAILY DECISION REPORT, DECEMBER 1, 1971 

Approval of Price Increases 

% Revenue 
% Increase % Increase Increase 

Name of Company Sought Approved Product Line For Firm 

Washington Post 4.02% 3.71% Advertising 1.41% 
rates 

If' 

International 4.1% 4.1% Publication 4.1% 
Paper Corp. grade paper II,,' 

3.4% 3.4% Newsprint .3..4% 

American Bakeries 1.3%-4.7% 1.3%-4.7% Bakery products 2.52% 
Corp. 
(12 plants) 

REMARKS: The Washington Post was allowed a 3.71% increase based on 
a pass through of direct labor costs. Additional labor costs were 
not allowed. 

The International Paper Corp. was allowed an increase to reflect 
labor increases and productivity adjustments. 

The Price Commission approved price increases for 12 plants of 
American Bakeries which will have a weighted average impact on total 
revenues of 2.52%. Increases reflect labor and costs increases. The 
plants include: 

Kansas Ci ty, fvto. 1 • 3% 
Los Angeles, Calif. 1.5% 
Detroit, Mich. 1.5% 
Flint, Mich. 1.7% 
Berkeley, Calif. 1.9% 
St. Louis, Mo. 2.1% 

Indianapolis, Ind. 3.0% 
Springfield, Mo. 2.9% 
San Jose, Calif. 3.5% 
San Bernadino, Calif. 3.9% 
Los Angeles, Calif. 3.6% 

(Barbar a Ann) 
Atlanta, Ga. 4.7% 

Total approvals 27. Total denials 2. 



STATE~E~T OF THE BUSlliESS M~rBERS OF THE PAY BOARD 

immediate release 
ember 8, 1971 

The Business Members of the Pay Board endorse the pay standards adopted by the Board 

ly as an effective and equitable part of the overall national program to limit the r~se of 

ltion to no more than 2 - 3% by the end of 1972, to encourage substantial growth in business 

vlty, to reduce unemployment, and to bolster the American position in foreign trade. 

Reaching these pay standards was not easy. The Business Members viewed the process 

as just another collective bargaining negotiation, but rather as an effort of 15 responsible 

lens to reach the goals set forth by the President. 

We felt that all of America needed an immediate and understandable statement of the 

!ral controls to be effective in Phase II. We have concurred in the program adopted. We 

'ct that the Labor Members did not make the vote unanimous J but we hope that. as Americans 

~d to achieve the national objective J there will be broad cooperation in that program. 

The Pay Board program is simple and understandable. with a single pay standard of 

) annually. It is equitable and fair to all, requiring almost every American to make Borne 

'ifice, as any control program must do. It is timely, giving the business and labor 

munities an opportunity to plan in advance for Phase II activities. 

There is much unfinished work in administering the program. Its ultimate success will 

nd upon the volWltary cooperation of all Americans. 

As a special word to the business community, we do not minimize the difficultics or 

ens which will face business in the months ahead. We urge the most complete understanding 

:Ooperation. We are confident that our goals can be met within the year, and that all 

~lcan8 will be benefitted by the effort. 

Robert C. Bassett 
Benjamin F. Biaggini 
Virgil B. Day 
L. F. McCollum 
Rocco C. Siciliano 



(TRANSCRIPT OF PRESS CONFERENCE) 

HONORABLE JOHN B. CDNNALL Y 
SECRETARY OF THE TREASURY 

ROME, ITALY 
TIJESDAY, NOVEMBER 30, 1971 

(Text of Secretary Connally's briefing to the Press after 
today's session of the Group of Ten): 

SECRETARY CONNALLY: Nice to be here. I will try to speak quite 
loudly so that you can pick it up. 

Ladies and gentlemen, I want to explain at the 
outset that I intend to make my brief remarks 
as Chairman of the Group of Ten. I will 
respond to questions as Chairman of the Group 
of Ten. I do not intend to speak of the 
United States position because today I 
presided as Chairman and Mr. Paul A. Volcker, 
the Under Secretary for Monetary Affairs spoke 
for the United States, with Chairman Arthur Burns. 
This is the third meeting of the Group of Ten; 
it is the first meeting in which we have gone 
into executive session. We have had an 
executive session for approximately an hour and 
a half, to two hours. For the first time 
really we discussed the problems that we all face, 
that all the Group of Ten nations faces in 
depth, with specifics discussed in the rather 
frank and candid manner that distinguishes this 
meeting from all previous meetings. We will 
reconvene in the morning at 10:30 in the same 
room, with the same representation, that is to say, 
in executive session, with only the official 
representatives present. 

I will now attempt to answer any questions but 
keep in mind that I want to keep this quite 
brief. But I will try to respond to your questions. 
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QUESTION: Did you discuss figures? 

SECRETARY CONNALLY: Yes. The question is: Did we discuss Some 
figures? The answer is yes, we did. 

QUESTION: Did you make some decision? 

SECRETARY CONNALLY: No. There are no decisions reached, and I would 
say that we made some progress, in the sense that 
really for the first time we outlined the 
parameters of the problems in fairly specific 
terms. But we arrived at no conclusions, and no 
decisions were reached. 

QUESTION: Do you expect to reach final decisions tomorrow? 

SECRETARY CONNALLY: The question is: Do we expect to reach final 
decision tomorrow? I would not anticipate what 
the discussions will result in tomorrow. I 
think it would be presumptuous to so anticipate 
the outcome of the discussions. I think it is 
fair to say that the discussions will undoubted~ 
continue tomorrow in dealing with the specific 
problems that all of us face together and 
outlining many problems that the respective 
countries face. But I will not be so 
presumptuous as to say that any final decision 
will be made tomorrow. 

QUESTION: The specific figures that you discussed, did the} 
come from all the principal parties to the 
negotiation? 

SECRETARY CONNALLY: The question is: The specific figures we 
discussed, did they come from all the principal 
parties represented there? I would not say 
that each and every country involved discussed 
specific figures, but it is fair to say that a 
general discussion did take place about specific 
figures. 

QUESTION: Were the parities discussed? •••• 

SECRETARY CONNALLY: Yes. There was discussion about the total 
parameters of the problem, there was discussion 
about the distribution, there was discussion abc 
parties. 
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SECRETARY CONNALLY: 

!UESTION: 

SECRETARY CONNALLY: 

UESTION: 

SECRETARY CONNALLY: 
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Would you say, sir, that the gap is bigger or 
smaller between the ten than it was yesterday? 

Question is: Would I say the gap in the Group of 
Ten is bigger or smaller than it was yesterday? 
I would not want to try to make such a 
characterization, I would simply say that in my 
own opinion there was evidenced a greater 
willingness to more frankly discuss the 
details of the problem. Heretofore most 
countries have confined themselves to general 
discussion, general comments. It is fair to 
say that in this particular executive session 
there was for the first time a discussion of 
the details that in our vernacular in the 
United States I would say, I would describe, 
as a discussion of the nuts and bolts of the 
problem. 

Are you nearer or farther than yesterday to an 
agreement, or is the gap smaller? 

I can't answer that. I don't know. No 
decisions were made. I said to you a moment ago 
that in a problem of this kind it seems to me 
inevitable to any ultimate decision you have 
to reach the point where you very frankly and 
candidly discuss the intricacies of the details. 
We started such a discussion today. It was not 
exhaustive, it is not finished, it would be 
wrong to assume that any decision were made or 
that any country really committed itself to a 
decision. 

Were any of these nuts and bolts made of gold? 
(Laughter) 

The question was: Were any of these nuts and 
bolts made of gold? The answer is: They are the 
first I have seen made of gold. The answer 
to the question is yes. I will take one more 
question •••• 
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QUESTION: There were many comments to the proposals that 
Mro Volcker made yesterday to the Deputies, 
and I wonder whether as Chairman of the 
Group of Ten, you would be willing to make any 
comment on them? 

SECRETARY CONNALLY: The question is: There were several comments made 
on the proposals which Mr. Volcker made yesterd~ 
to the Deputies of the Group of Ten, and would I, 
as Chairman, comment on the proposals which 
Mr. Volcker made on behalf of the United States? 
No, I do not want to discuss it, except to say 
that it was a subject of considerable discussion 
during the executive session. Now that is all I 
have to tell you. If I had anything else to 
tell you, believe me, I would do so. I will see 
you again after the session tomorrow, if you are 
interested. 

000 



(TRANSCRIPT OF PRESS CONFERENCE) 

HONORABLE JOHN B. CONNALLY 
SECRETARY OF THE TREASURY 

ROME, ITALY 
WEDNESDAY, DECEMBER 1, 1971 

(Text of Secretary Connally's briefing to the Press Wednesday 
at the end of meeting of the "Group of Ten" Finance 
Ministers): 

ECRETARY CONNALLY: Ladies and gentlemen, I would like to report that 
we have just adjourned the meeting of the 
Group of Ten. We shall meet again December 17 and 
18 in Washington, D.C. to continue the discussions 
which were carried on all day today as well as 
yesterday. We were in executive session all day 
today. I think the meeting could be 
characterized as a meeting which produced 
considerable frankness and candor in the 
discussion of the problems with which we were 
faced. I think some progress was made today. 
We did not reach a decision; we did not solve the 
problem, but we most certainly did discuss the 
various elements of that problem. We discussed a 
great many hypothetical situations; we made a 
number of assumptions; we dealt with specific 
percentages and figures in the various discussions 
that we had. These percentages and figures 
related to the overall magnitude of the 
realignment, and did also deal with the 
distribution between countries of that realignment. 
I think it is fair to say that we were not all 
in total agreement. I think it also needs to be 
said that there'were no offers made and no 
acceptances. Every country left there with their 
own prerogatives still remaining, but the frank 
discussion which we had at least could be viewed 
as useful enough to warrant another meeting soon, 
which we have scheduled, as I told you a moment 
ago, on December 17 and 18 in Washington. 
Are there any questions? 
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Will the bilateral meetings scheduled between 
President Nixon and foreign heads of state, for 
instance Canada's Premier Trudeau, or French 
President Pompidou, s till take place (in vie\v 
of the outcome of the meeting of the Group of Ten)? 

SECRETARY CONNALLY: Oh certainly. Those meetings were scheduled 
between the President and the respective heads 
of state. It would be presumptuous indeed for us 
to even consider that the meeting of the Group of 
Ten would have any such impact on the meetings 
already scheduled between these respective heads of 
government. As a matter of met, I think too much 
emphasis should not be placed upon the monetary 
character of the meetings which President Nixon 
is going to hold with various heads of government. 
So, we did not conc~rn ourselves greatly with 
the fact that the next monetary meeting will be 
scheduled, as a matter of fact, in between Some of 
the scheduled visits that President Nixon has 
already announced. 

UESTION: What is the meaning of no final communique at the 
adjournment of the meeting of the Group of Ten? 

ECRETARY CONNALLY: We started to write a communique. It was the 
feeling of a number of the m5nisters there 
present that the communiques do not always reflect 
the real sense of the meeting, and therefore do 
disservice really to the meeting. And the 
thought was expressed by one of the ministers, 
and echoed by a number of other ministers, that \'7e 
not have a communique, but on the other hand 
merely ask me to speak as Chairman for the Group of 
Ten to try to give you the substance of the 
meeting and the flavor of the meeting. There is 
no other significance that should be placed on it. 

ESTION: What is the present position of the American 
Government with respect to the price of gold? 

CRETARY CONNALLY: I'm not prepared to deal with specifics and give 
either the American position or the position of 
any other government rEpresented at the meeting 
today. I think it is fair to say that 
the price of gold was discussed in the meeting. 



QUESTION: 

SECRETARY CONNALLY: 

lUESTION: 

;ECRETARY CONNALLY: 

'ESTION: 

- 3 -

In your capacity as Chairman of the Group of Ten, 
what is the possibility regarding the devaluation 
of the dollar? 

As Chairman of the Group of Ten, I.am not going to 
speculate on what is going to happen in terms of 
the devalu~tion or the revaluation of any currency. 

What are the reasons that you were unable to come to 
an agreement today? 

I suppose there are many reasons, not the least of 
which is that we are dealing with an extremely 
complex problem. The problem is difficult in 
every aspect. It is difficult economically; it is 
difficult politically; it involves the basic 
economies of every nation represented in the 
Group of Ten, as we~l as other nations of the world 
which aren't represented there. And obviously 
you can't get into a discussion of an 
international monetary system that has inherently 
such an impact on the currencies, on the 
economies, on the countries of this world, 
without having very strong, deep differences of 
opinion as to what should be done to reconstruct 
an international monetary system that hopefully 
will meet the needs of the trading nations of 
the world in the future. 

You have mentioned monetary matters thus far. Did 
the discussion go beyond monetary matters? 

CRETARY CONNALLY: The answer is yes o We discussed trade matters in 
the course of the meeting today, and the trade 
issues were referred to the European Community 
which carries on trade negotiations for the 
Community, you know, and to the bilateral 
negotiations. We made a number of assumptions; 
we dealt with specific percentages and figures 
in the various discussions that we had. These 
percentages and figures r.elated to the overall 
magnitude of the negotiations that have been going 
now on for sometime between the United States 
and Canada and the United States and Japan. It 
was recognized that there could be no resolution 
of a matter of that kind in this particular forum, 
and consequently negotiations were anticipated, 
and were called for in the immediate future, 
with respect particular.ly to items that look to be 
soluble in the short run, and by that I 
meaD in the next 60 days. 



QUESTION: 

SECRETARY CONNALLY: 
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Was the position of the American delegation 
with respect to a dollar devaluation a factor in 
the discussion, and in the failure to reach an 
agreement? 

Oh, it would be patently unfair to assign to any 
particular item or to any particular countryts 
position the responsibility for the lack of 
agreement. There was not a failure of agreement 
necessarily. There was --I would more properly 
characterize it as an inability to reach an 
agreement in the light of the tremendous number 
of problems that had to be discussed within the 
time frame that we had. I would not call it a 
failure to reach an agreement at all. I would say 
that we did not reach an agreement simply because 
of the complexity of things. And I cannot over
emphasize both the complexity and the 
sensitivity of the problems that were discussed 
and that are confronting these members of the 
Group of Ten. I really am at a loss to fully 
explain to you that each country necessarily must 
speak the position of the country that they 
represent, and yet each country is also trying to 
contribute to a common solution. But the 
important thing to remember is that it is not a 
question of just other countries versus 
the United States in terms of currency 
realignment. It is fair to say that many countries 
are more concerned about their relative parities 
with their neighbors than they are with the 
United States. So that you don't have a simple 
position of uhe country or one group of 
countries versus the United States. You have a 
chain reaction in terms of relative exchange 
parities, so that each country is extremely 
concerned not just about what they are going to do, 
not just about what the United States is going to 
do, but what all of their trading partners are 
going to do. And this gives you some of the feel 
of the difficulty that you have when you get this 
number of countries, this many people, in a room 
and try to provide an atmosphere where they can 
speak in candor, where they can speak in all 
honesty about what their position ultimately 
will be. Let me take one more question. 



QUESTION: 

- 5 -

What effect will there be on the exchange markets 
between now and the meeting in Washington on 
December 17 and 18, when the details of today's 
meeting are leaked to the newspapers? 

SECRETARY CONNALLY: You make an assumption that I am not willing to 
make. Thank you very much. 

000 
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Commission 

PRE-NOTIFICATION REPORTS, DECEMBER " 1971 

c.t Increase 
Name -of \'ompany Sought 

Standard Brands Inc. 2.34 
Ra 1 ston Pur; na Co. 25. 
Northwestern Steel 10. 

& Wire Co. 
Hoover Ball & Bearing 6.11 

Co. 
Hoover Ball & Bearing 3.48 

Co. 
General Signal Corp. 4.1 
Interstate Brands Corp. 

Bread Division 1.8 
Cake Division 6.4 
Bakery Canning Co. 1.0 

M.T.D. Products Inc. 5.73 
Bliss Laughlin Industries 5.18 

Inc. Coated ~leta 11; c 
Products Division 

Great Northern Nekoosa 2.50 
Corp.-Nekoosa Edwards 
Paper Co., Inc. 

The Dow Chemical Co. .09 

Munford Inc. 1.96 
Cold Storage Warehouse 
Div. 

Anchor Hocki n9 Corp. 
The Phoenix Glass Co. 8.45 
Zanesville Mould 12.4 
Tableware Division 10. 
Closure Division 8.4 

DoW-Jones Company t 0.08 
Inc. 

MORE 

PNR ... ll 

Office of Public Affairs 
Room 7316 
2000 M Street, N.W. 
W.shin,ton, D.C., 20508 
Phllll: 202·254-8540 

Product S Revenue Increase 
L1ne for Firm 

Planted Products 0.3 
Feed .09 
Steel & Wire 2.4 

.06 

0.1 

0.1 
Bread & Related 

Products 1.2 
Cakes & Other Sweets 1.2 
Peas, Beans, Corn 0.1 
Garden & Tools Equip. 0.3 

0.2 

Paper Products 0.03 

Chemicals & Other .09 
Products 

0.1 

0.2 Glass Products 
Glass Products 0.2 
Tableware 2.7 
Metal Caps & 0.7 

Closures 0.06 Advertising notes for 
Barron National Business 
& Financial Weekly 



Name of Company 
% Increase 
Soug'ht 

Dow-Jones Company, 2.16 
Inc. 

Hoover Ball & Bearing 6.3 
Co., Draw I TTE 

The Signal Co., the Garrett 3.4 
Corp. 

Dresser Industries Inc. 
Harbison-Walker 8.2 

Refractori es Co. 

Dresser Mfg., Div. 4.4 

Hand Tool Div. 5.3 
J.P. Stevens Co., Inc. 6.03 

Ladish Co. 3.5 

Sybron Corporation 3.2 
Chrysler Corp 4.4 

Mopar-Parts Div. 
Chromalloy American 4.6 

Corp.-Shunk mfg. co. 
BASF Wyandotte Corp. 7.58 
The Kansas Power & 

Light Co. 0.48 
Central Soya Co., Inc. 18. 

Chromalloy American Corp. 7.1 
Pockman Mfg. Co. 

Product 
Line 

% Revenue Incre~ 
for Finn 

Advertising notes for 0.4 
Oneonta Star, Pocono 
Record, Plattsburg 
Press etc. 

Trailer Hitches 0.2 

Conmercia1 spare 
parts price catalog .06 

Refractory Products 0.6 
Aluminum Clay Sieico 
Materials 

Bolted products, clamps 0.2 
closures, valves, etc. 

Hand Tools 0.2 
33 di fferent products 0.1 

Industrial forgings, 3.7 
valves sow blades, etc. 

Pa per Ne\,/s pa pe r 0.2 
Automotive Parts 0.2 

Chemicals Equipment mfg. 1.B 
blade parts 

Soda Ash 1.0 

Natural Gas .02 
Frozen Pre-Cooked .01 

Chicken 
Poultry Cages Etc. 3.5 

Percentage price increases for the follovling companies is not readily apparent 
in form submitted, requiring further analysis: 

Name of Company 

Allied Mills, Inc. 
Brown-Forman 

Distillers Corp. 
Heeger 
J.F. Jelenko, Penwalt Corp. 

Southdovm Inc., 
Southdown Sugar Inc. 

MORE 

Product Line 

Dog Food 
Bourbon Whiskey 

Aluminum Products 
Dental Gold Alloys & 

Dental Equipment 
Coca Cola Tollage & Sale 

of Refined Sugar 



!i.ame of Company 
% Increase 
Sought 

Dow-Jones Company, 2. 16 
Inc. 

Hoover Bal1 & Bearing 6.3 
Co., Draw ITTE 

The Signal Co., the Garrett 3.4 
Corp. 

Dresser Industri es Inc. 
Harbison-v!alker 8.2 

Refractor; es Co. 

Dresser Mfg., Div. 4.4 

Hand Tool Div. 5.3 
J,P. Stevens Co., Inc. 6.03 

Ladish Co. 3.5 

;ybron Corpora t i on 3.2 
:hrysler Corp 4.4 

Mopar-Parts Div. 
,:hromalloy American 4.6 
, Corp.-Shunk mfg. co. 
ASF Wyandotte Corp. 7.58 
he Kansas PO\'ler & 
Light Co. 0.48 
~ntral Soya Co., Inc. 18. 

lfomalloy American Corp. 7.1 
Pockman Mfg. Co. 

Product 
Line 

% Revenue Increase 
for Firm 

Advertising notes for 0.4 
Oneonta Star, Pocono 
Record, Plattsburg 
Press etc. 

Trailer Hitches 0.2 

Commercial spare 
parts price catalog .06 

Refractory Products 0.6 
Aluminum Clay Sieico 
Materials 

Bolted products, clamps 0.2 
closures, valves, etc. 

Hand Tools 0.2 
33 different products 0.1 

Industrial forgings, 3.7 
valves sow blades, etc. 

Paper Newspaper 0.2 
Automotive Parts 0.2 

Chemicals Equipment mfg. 1.8 
blade parts 

Soda Ash 1.0 

Natural Gas .02 
Frozen Pre-Cooked .01 

Chicken 
Poultry Cages Etc. 3.5 

'rcentage pri ce increases for the fo 11 O'l/i ng compani es is not read ily apparent 
form submitted, requiring further analysis: 

lle of Company 

lied Mills, Inc. 
Mn-Forman 
)istill ers Corp. 
ger 

Jelenko, Penwalt Corp. 

thdovm Inc., 
outhdown Sugar Inc. 

MORE 

Product Line 

Dog Food 
Bourbon ~Jhi skey 

Aluminum Products 
Dental Gold Alloys & 

Dental Equipment 
Coca Cola Tollage & Sale 

of Refined Sugar 



~ame of Company 

:ity of B1 oomfi e 1 d 
:orrunonwea 1 th of Vi rg in i at State 

Milk Commission 
lichigan Consolidated Gas Co. 
Hdwestern Gas Transmission Co. 
Subsidiary of Tenneco Inc. 

hicago Rock Island & Pacific Railroad 
ommonv/ea 1 th Ed i son Co. 
onsolidated Edison Co., of N.Y. 

Co. 

ationa1 Gypsum Co., Gold Bond Building 
Products Division 

)uthern Ra i 1 \'lay Sys tem 
ichi gan Consoli da ted Gas Co., 
ities Service Gas Co. 
lrough of r"jetchen 
:dNestern Gas Transmission Co. 
rtler Hammer, Inc. 

roma 11 oy fmeri can Corp 
ker Division of Baked Oil Foods 
Grade Food Products Corp. 
rle ~l. Jorgenson Co. 
ited Illuminating Co. 
ppan Division, The Tappan Co. 
)rew National Kosher Foods, Inc. 
t Squibb & Sons, Inc. 
)eral Ni 11 s, Inc. 

Appl i cati ons Submitted 12/1 

Firms 12/1 

al Applications to Date 

a 1 Firms to Da te 

~l Appl ications Approved to Date 

II Applications Denied to Date 

84 

63 

423 

354 

37 

2 

Product Line 

Natura 1 Gas 
Milk 

Natural Gas 
Natural Gas 

Railway Fares 
Electric Billings 
Gas Electric & Steam Fuel 

Natural Gas 

Natural Gas 
Electronic Control Package 

for Single customer use 

Mfg. of Fresh & Processed Meats 
Steel & Metal Products 

Household Appliances 
Kosher Food 
Vitamin Products 
Breakfa.st Foods 

lRKS: Because of the newly announced guidel ines on the pass-through of 
Ir costs for settlements agreed upon since the Pay Board and Price Co~ission 
elines were announced, all coal companies have been asked to resubmit requests 
price increases on a detailed cost basis which will differentiate labor costs 
pension fund maintenance costs. 

000 
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news 
Office of Public Affairs 
Room 7316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202-254-8540 

DECISION LIST #7 

APPROVALS OF PRICE INCREASES 

% Revenue 
% Increase % Increase Increase-

Ime of Company Sought Approved Product Line For Firm 

:. Nielson Co. 1.14% 1.14% Marketing 0.7% 
Research 

I Inc., Whitman 2.3% 2.3% Candies 0.1% 

locolate Division 

:e Consolidated 3.4% 3.4% Electric Ranges 0.076% 
,dustries Refrigerators 

ling Diesel 3.2% 3.2% Diesel Engines 1.1% 
Igine Co. 

:gheny Lud 1 urn 2.76% 2.76% 
dustries, Jacobsen Lawn and Turf 0.12% 
.nufacturing Co. Equipment 

·lein, Inc . 
. irnoff Beverage 2.5% 2.5% Vodka 1.23% 
Division 
ited Vintners 2.34% 2.34% Wines 

e increases above were approved on the basis of direct labor and indirect labor 
s, material costs, and productivity adjustments. 



The Department 01 the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

December 2, 1971 

FOR IMMEDIATE RELEASE 

SALE OF $2 BILLION JUNE TAX ANTICIPATION BILLS 

The Treasury Department tod8¥ announced the sa.le of $2 billion of tax 
anticipation bills which will mature in June 1972, 

The bills will be auctioned on Wednesday, December 8, for p~ent on 
Mond~, December 13, Commercial banks may make pa.yment for up to 50~ of their 
own and their customers' accepted tenders by crediting Treasury tax and loan 
accounts. 

The bills will mature on June 21, 1972, but mB\Y be used at face value in 
payment of Federal. income taxes due June 15, 1972. 



The Department 01 the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

\rrENTION: FINANCIAL EDITOR 

~OR Th1MEDIATE RELEASE . I December 2, 1971 

TREASURY OFFERS $2 BILLION IN JUNE TAX ANTICIPATION BILLS 

The Treasury Department, by this public notice, invites tenders for $2,000,000,000, 
)r thereabouts, of 191-day Treasury bills, to be issued on a discount basis under 
~ompetitive and noncompetitive bidding as hereinafter provided. The bills of this 
3eries will be dated December 13, 1971, and will mature June 21, 1972, 
:CUSIP No. 912793 NSl ). They will be accepted at face value in payment of income 
Gaxes due on June 15, 1972, and to the extent they are not presented for this 
?~ose the fare amount of these bills will be payable without interest at maturity. 
r~ayers desiring to apply these bills in payment of June 15, 1972, income taxes 
~ submit the bills to a Federal Reserve Bank or Branch or to the Office of the 
~easurer of the United States, Washington, not more than fifteen days before that 
late. In the case of bills submitted in payment of income taxes of a corporation 
~hey shall be accompanied by a duly completed Form 503 and the office receiving 
;hese items will effect the deposit on June 15, 1972 In the case of bills 
lubmi tted in payment of income taxes of all other taxpayers, the office receiving 
;he bills will issue receipts therefor, the original of which the taxpayer shall 
lubmit on or before June 15, 1972, to the District Director of Internal Revenue 
~or the District in which such taxes are payable . The bills will be issued in 
)e~er form only, and in denominations of $10,000, $15,000, $50,000, $100,000, 
~OO,OOO and $1,000,000 (maturity vhlue). 

Tenders will be received ~t Federal Reserve Banks and Branches up to the 
:losing hour, one-thirty p.m., Eastern StanQ.~d time, Wednesday, December 8, 1971. 
~enders will not be received at the Treasury Department, Washington. Each tender 
lUst be for a minimum of $10,000. Tenders over $10,000 must be in multiples of $5,000. 
n the case of competitive tenders the price offered must be expressed on the basis 
If 100, with not more than three decimals, e. g., 99.925. Fractions may not· be used. 
:t is urged that tenders be made on the printed forms and forwarded in the special 
:nvelopes which will be supplied by Federal Reserve Banks or Branches on application 
.herefor. 

Banking institutions generally may submit tenders for account of customers 
Irovided the names of the customers are set forth in such tenders. Others than 
~ing institutions will not be permitted to submit tenders except for their own 
,ccount. Tenders will be received without deposit from incorporated banks and 
,~st comp~ies and from responsible and recognized dealers in investment securities. 
enders from others must be accompanied by payment of 2 percent of the face amount 
f ~easury bills applied for, unless the tenders are accompanied by an express 
uaranty of payment by an incorporated bank or trust company. 

(OVER) 
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All bidders are required to agree not to purchase or to sell, or to make 
any agreements with respect to the purchase or sale or other disposition of ~ 
bills of this issue at a specific rate or price, until after one-thirty p.m., 
Eastern Standard time, Wednesday, December 8, 1971. 

Immediately after the closing hour, tenders will be opened at the Federal 
Reserve Banks and Branches, following which public announcement will be made by 
the Treasury Department of the amount and price range of accepted bids. Only 
those submitting competi ti ve tenders will be advised of the acceptance or rejection 
thereof. The Secretary of the Treasury expressly reserves the right to accept or 
reject any or all tenders, in whole or in part, and his action in any such re8p~t 
shall be final. Subject to these reservations, noncompetitive tenders for 
$ 300,000 or less without stated price from any one bidder will be accepted in tul.l 
at the average price (in three decimals) of accepted competitive bids. Settl~t 
for accepted tenders in accordance with the bids must be made or completed at ~e 
Federal Reserve Bank in cash or other immediately available funds on 

Any qualified depositary will be permitted to make settlement by credit in 
its Treasury tax and loan account for not more than 50 percent of the amount of 
Treasury bills allotted to it for itself and its customers. 

Under Sections 454 (b) and 1221 (5) of the Internal Revenue Code of 1954 
the amount of discount at which bills issued hereunder a.:re sold is considered 
to accrue when the bills are sold, redeemed or otherwise disposed of, and the 
bills are excluded from consideration as capital assets. Accordingly, the own~ 
of Treasury bills (other than life insurance companies) issued hereunder must 
include in his income tax return, as ordinary gain or loss, the difference bet~ 
the price paid for the bills, whether on original issue or on subsequent purchued 
and the amount actually received either upon sale or redemption at maturity 
during the taxable year for which the return is made. 

Treasury Department Circular No. 418 (current revision) and this notice, 
prescribe the terms of the Treasury bills and govern the conditions of their 
issue. Copies of the circular m~ be obtained from any Federal Reserve &mk or 
Branch. 
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The Department of the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

FOR IMMEDIATE RELEA SE December 3, 1971 

NEW UNITED STATES-NORWAY INCOME TAX 
CONVENTION SIGNED 

A new income tax convention between the United States 
~d Norway was signed in Oslo today by officials of the 
two governments, the Treasury announced. 

The new convention, which requires approval by the 
U.S. Senate, will replace the convention signed in 1949 
~d modified in 1958. It takes into account changes in 
the tax laws of both countries and tax treaty principles 
developed in the Fiscal Affairs Committee of the Organi
ation for Economic Cooperation and Development. It is 
essentially similar to recent U.S. conventions with France, 
Belgi um and Japan. 

The new convention with Norway retains the present 
reciprocal exemption at source of interest and royalty 
payments from residents of one country to residents of the 
other. The present reciprocal limitation of withholding 
taxes on portfolio investment dividends is also maintained 
at 15 percent. However, the withholding tax on direct in
vestment dividends (paid to parent corporations by their 
subsidiaries) is raised from 5 percent to 10 percent to 
reflect a change in Norwegian corporate tax under which 
distributed profits are now taxed at 24.1 percent compared 
to a rate of 50.6 percent on undistributed profits. 

Under Norwegian law, branches of foreign corporations 
are taxed at the higher corporate rate applied to retained 
profits. However, in the new treaty, Norway agrees to give 
the benefit of its split rate tax to Norwegian branches of 
U.S. corporations. For this purpose, such a branch will be 
considered to have distributed the same proportion of its 
profits as the u.S. corporation maintaining the branch in 
Norway distributes to its shareholders. 

The other provisions of the new convention reflect 
modernization and clarification of the existing convention 
~ather than fundamental Changes. In particular, they make 
lt clear that the reciprocal exemption of income from 

C-209 
(OVER) 
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international shipping and aircraft operations also applies 
to income from the use of containers and from the leasing 
of ships and aircraft in international traffic. 

The convention will enter into force two months after 
the exchange of instruments of ratification. The provisions 
concerning withholding taxes will take effect at that time. 
The provisions affecting other income taxes will be effective 
as of January 1, 1971.' 



The Department of the TREASURY 
WASHINGTON. D.C. 20220 TElEPHONE W04-2041 

FOR RELEASE ON DELIVERY 

EXCERPTS FROM THE REMARKS OF CHARLS E. WALKER 
UNDER SECRETARY OF THE TREASURY 

TO THE NATIONAL ASSOCIATION OF MANUFACTURERS 
LUNCHEON SPEECH, WALDORF-ASTORIA HOTEL 

NEW YORK, NEW YORK 
FRIDAY, DECEMBER 3, 1971, 12:30 P.M., EST 

The present, subdued tone of sentiment about the economy 
simply cannot be reconciled with the current facts of economic 
life. Judging by the actual progress of the economy in recent 
months, much too much has been made in business circles of 
uncertainties about the President's new economic program, the 
international monetary situation, and weakness in stock prices. 

The fact is, however, that the pace of economic activity 
is picking up and inflation is coming under control. As 
these trends become more widely recognized, business sentiment 
will improve accordingly. 

Surely the complexities of business decision making today 
are as great as ever--and, for the moment at least, are 
considerably greater. Nevertheless, the signs and portents 
of the future course of the economy are pointing to vigorous 
economic growth in 1972. The outlook is highly promising 
indeed. 

Both supporting and reflecting this prospect--and despite 
current uncertainties--businessmen have been marking up their 
own investment plans in a very substantial way. This improve
ment is shown clearly by: 

the l4-percent increase (annual rate) in anticipated 
outlays for new plant and equipment in the first half 
of 1972, as reported by the latest Commerce-SEC survey; 

the 12-percent increase in manufacturers' third-quarter 
capital appropriations as reported to the Conference 
Board; 

the 7-percent advance in October for new orders placed 
with producers of capital goods. 

C-208 
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More buoyance is also developing in the consumer 
sector. Indicators of consumer sentiment have shown 
increased intentions to buy since August. Beyond these 
expressions of intent, however, the data show that sales to 
consumers are moving upward at a strong pace: 

sales of U.S.-made automobiles reached an annual 
rate of over 10 million units in October and 
early November, up sharply from the 8.3 million 
rate for the first eight months of the year; 

aside from autos, retail sales increased 
substantially in October, and November appears 
headed for a similar strong showing; 

new homes are being constructed at an annual rate 
well over 2 million units. With mortgage money 
plentiful and savings flows into the thrift 
institutions continuing at a rapid pace, the odds 
strongly favor some further rise in housing activity 
this coming year. 

Reflecting these encouraging trends, the leading 
business indicators continue to advance. The October rise 
in the composite leading index was especially strong, with 
most of the component series participating in the improvement-
the factory workweek, new orders, new housing permits, and 
initial claims for unemployment insurance. The major exception 
was common stock prices. 

Another favorable development has been the initial 
success of the President's program in breaking the back of 
inflation. The freeze was almost totally successful in 
halting increases in wages and prices. The most unambiguous 
evidence of this is seen in wholesale prices for industrial 
commodities, which declined in both September and October-
the first time this has happened in almost a decade. 

The improved picture on the inflation front has no doubt 
contributed heavily to the across-the-board decline in interest 
rates since the freeze. Treasury bill rates have declined 
about a percentage point since early August, while long-term 
corporate bonds are down about half a point. These declines 
reflect in large part a dampening of the inflationary 
expectations that have gripped the American economy over the 
past few years. 
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One or two economic soft spots remain highly visible. 
The figures on foreign trade are an obvious case in point, 
but of course they still reflect the trends in being before 
the change in policies last August--and the impact of the dock 
strikes as well. Similarly, defense activity is still winding 
down, but should level out before long. 

Industrial production, especially in the heavy goods 
area, has thus far not recovered with any vigor. In part, 
this reflects the very cautious inventory policies that 
businessmen have been following. However, as manufacturers 
and merchants continue to experience rising orders and sales, 
production growth will have to accelerate to keep inventories 
in balance. By itself, a return to more normal inventory policies 
could add almost one full percentage point to the real growth 
of national output over the next year. 

It is clear, then, that the pace of business activity 
is picking up. Consumer demand is strong, and promises to 
continue that way. Business investment is headed for new 
high ground. The boom in housing still has not reached its 
peak. 

These trends will be reinforced by the tax cuts now 
going through the Congress (assuming an acceptable bill is 
sent to the President). The reduction in personal taxes 
scheduled for January l--some $8 billion--and the elimination 
of the excise tax on automobiles will stimulate consumption; 
while the Job Development Tax Credit will spur business 
investment spending. 

As a result, production, employment, and incomes will 
all be rising smartly as we move into 1972. Real economic 
growth, in fact, is likely to be more vigorous than at any 
time over the past five years. Correspondingly, corporate 
profits will bounce back with vigor. 

I would expect, therefore, that economic and financial 
sentiment will take a sharp turn for the better at an early 
date. Perhaps this has already happened. 

000 
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Office of Public Affairs 
Room 7316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202-254-8540 

IAlLY DECISION REPORT - DECENBER 3, 1971 DECISION LIST #8 

lame of Company 

leere & Co. 

lew York Times 

hrysler Corp.-r~o Par 
Division 

:ampbell"Taggart, Inc. 

lational Kinney Corp. 
(3 compan; es in New 
Jersey and Oh i 0 ) 

oleman Co. 

evi Strau s s Co. 

Less than .01% 

APPROVALS OF PRICE INCREASES 

% Increase 
Sought 

4.82% 

4.5% 

4.4% 

3.38% -
5.14% 

4.07% 

3.8% 

2.84% 
(average) 

% Increase 
Approved Product line 

% Revenue 
Increase 

for·Firm 

4.6% Agricultural & 4.6% 
Industrial 
Tractors & Equip-
ment; lawn & 
garden equipment 
& service parts 

4.5% New York Times 0.49% 
Magazine, book 
review and special 
advertising 

3.7% Auto Parts + 

3.38 % - Bakeri es .94 % 
5.14% 

4.07% Janitorial Services .07% 

3.8% Selected Product 3.1% 
Lines 

2.84% Selected Cotton 
(average) Products 

More 
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RE~~RKS: The price increases above were approved based on increased 
labor and material costs and adjustments for productivity. 

The MoPar Division of Chrysler Corp. was reduced from 4.~% to 3.7% to 
reflect a downward adjustment for anticipated labor and freight costs. 
The increase is less than .01% of the total corporation revenue. 

The increase for Levi Strau$was approved not to exceed 2.84% on any 
item of selected cotton products. 

Campbell-Taggart, Inc. was allowed increases for 12 subsidiary bakeries 
as follows: 

NAME OF COMPANY 

San Joaquin Bakeries 
Fresno & Modesto, Calif. 

Kilpatrick's Bakeries of 
San Francisco & Oakland, Calif. 

Rainbo Baking Company of 
Sacramento Valley 

Colonial Baking Company of 
Atlanta & Macon, Ga. 

Rainbo Baking Company of 
Houston, Texas 

Colonial Baking Company of 
Nashville, Tennessee 

Rainbo Baking Company of 
San Antonio, Texas 

Rainbo Baking Company of 
Johnson City, Tenn. 

~inbo Baking Company of 
Harlingen Texas 

Rainbo Baking Company of 
Corpus Christi, Texas 

More 

AMOUNT APPROVED 

4.61% 

3.75% 

4.68% 

4.1J% 

2.97% 

4.38% 

4.65% 

3.75% 

4.02% 

3.38% 
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NAME OF COMPANY 

Colonial Baking Company of 
Huntsville, Ala. 

Colonial Baking Company of 
Springfield, r~o. 

Ralston-Purina Co. 

OTHER DECISIONS 

Ski Lift of Keystone, Dillon 
Co 1 orado ~ 

Total Approvals 52* 

Total Denials 2 

AMOUNT APPROVED 

5.14% 

5.06% 

New ProQuct 
No Action Required 

* Total reflects a correction and removal of Old Ben Coal Co. 
for resubmission. 

000 



Price 
Commission 

PRE-NOTIFICATION REPORTS, DECEHBER 2, 1971 

~!ame of Company 

Gulf & Western 
Industries 

Di Giorgio Corp., 
Tree Sweet Produce 
Company 

Alberto-Culver Co. 
The lvIutual Life Ins. 

Co. of New York 

Cessna Aircraft Co. 
Fluid Power Division 

Lone Star Industries, Inc. 
Teml-lle Foods r-!on

Institutional Division 
Pettibone Corporation 
Continental Can Co" 

fleXible Pack. 
Division 
Plastic Container 
DiviSion 

Womoco, Inc., 
The Puritan Sports
wear Division 

/\llied Chemical Corp. 
[foover RaIl & Bearing Co. 
Pettibone Corp. 

Cleve land Frog & 

Crossing Plant 
;\leo Standard Corp., 

American Stamping Co. 

% Increase 
Sought 

3.38 
3.43 

5.72 

7.56 

3.69 

5.6 

11. I 

8.0 

4.0 
5.4 

7.9 
9.4 

3.2 

3.0 

.8 
15.65 
7.71 

5.3 

.6 

(MORE) 

news 

Product 
Line 

Compressor Housing 
Hisce llaneous 

Products 
Rear & Back Spring 

Assembly 
Miscellaneous Assemb-

ler, Bumpers, etc. 
Auto Parts 

Frozen Orange Juice 
Concentrate 

V05 Shampoo 

Group Health and 
Accident Insurance 

Hydraulic Equipment 
Portland Cement 

Food Products 
Track Industrial 

Paper, Packing, Etc. 

Plastic Bottles 

Sportswear 
Soda Ash 
Zinc Die Castings 

Track Material 

Rolled Sheet Steel 

Office of Public Affairs 
Room 7316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202·254-8540 

P::R- 12 

% Revenue Increase 
for Firm 

.03 

.06 

.06 

.03 

.08 

.6 

.7 
1 . 6 

.09 

.05 

. i 

.2 

.2. 

5.8 
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Name of Company 

Alco Standard Corp., 
Pyronics, Inc. 

Control Data Corp. 
American Research 
Bureau 

New York News, Inc. 
American Brands. Inc. 
Gannett Co., Inc 

\vord Foods, Inc., 
Holsum Baking, Inc. 

Reading Company 

H.T.D. Products, Inc. 

% Increase 
Sought 

4.0 

7.5 

8.8 
1. 56 
5.5 

2.46 
10.0 

5.2 

Product 
Line 

TV Market 
Report Service 

Newspaper 
Cigarettes 
Newspaper Print & 

Advertising 

Bakery Products 
Requ~st Increase in 

Fai'e s 
Metal Stampings 

% Revenue Increase 
for Firm 

5.0 

.02 

9.0 
.5 
.2 

.02 

.7 

1.1 

Percentage price increases for the following companies is not readily apparent in 
form submitted, requiring further analysis: 

Name of Company 

Cities Services Co. 
Wa 1 tet Kidde, Inc. 
Automation Industries, Inc. 
Southwest Steel Rolling Mills, Inc. 
Pennwalt Corp., Durallium Division 

Product Line ___ -=---c. 

Polyethylene 
Hardware for Luggage 
Stee 1 

Dura)lium Products 

The following firms and public utilities have made submissions under regulations 
governing regulated industries and utilities. Commission action will be reported 
as it is taken. 

_ Name of Company 

Washington Gas Light Co. 
Trans lvorld Air lines. Inc. 
Texas Easte['n Transmission Co. (Houston) 
Detroit Edison Co. 
Rochester Gas and Electric 
St. Lawrence Gas Co., Inc. 
Delmarva Power and Light Co. (Maryland) 
Southern Freight Association 
\.Jestern Union 
~stern Central Motor Carriers Assoc., Inc. 
~neral Telephone & Electronics Corp. 
South Carolina Electric & Gas Co. (Columbia) 
:\ansas Ci ty Power & Light Company 
: ur thern State s Power Co. 
V l! gin i a E lee t ric & P owe r Co. 
Creat Lakes Gas Transmission Co. 
Donovan Companies, Inc. 

CMORE) 

Product Line 

Natural Gas 
Domestic Air Fares 
Natural Gas 
Electric Rates 
Gas Rates 
Gas Rates 
Gas and Electric Rates 
Transportation 
Communication 
Transportation 
Communication 
Utilities 
Electric Stearn Service 
Electric Service 
Electric Service 
Gas Service 
Utilities 
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Name of Company 

Middle Atlantic Conference of 
Motor Common Carriers 

Transwestern Pipeline Co. 
Eastern Air Lines, Inc. 
South Carolina Electric and Gas Co. 
R.E.A. Express 
Brooklyn Union Gas 
New Alexandria Bus 
Illinois Power Co. (Decatur) 
Pacific Gas Transmission Co. 
Wisconsin Public Service (Green Bay) 
San Diego Gas and Electric Co. 
Northern Natural Gas Co. 
Chesapeake & Potomac Telephone Co. of 

Virginia 
Public Service Co. of Colorado (Denver) 
National Service Industries, Inc. 
Consolidated Edison Co. of New York 
Penn Central Transportation Co. 
Potomac Electric Power Co 
11li n 0 is Ce n t r a I Ra i I road 
Kansas Nebraska Natural Gas Co., Inc. 
Dayton Power & Light Co. 
Transcontinental Gas Pipe Line Corp. 
Consolidated Elison Co. of New York 
Public Service Company of Colorado 
Delmarva Power and Light Co. CDela\'lare) 
Penn Central Transportation Co. 

No. Applications Submitted 12/2 

No. Firms 1212 

Total Applications to Date 

Total Firms to Date 

Total Applications Approved to Date 

Total Applications Denied to Date 

74 

68 

497 

422 

52* 

2 

Product Line ---

Transportation 
Purchased Gas 
fvJai I Rates 
Gas and Electric 
Increase in Notes 
Gas 
Transportation 
Uti 11 ty Rates 
Gas 
Natural Gas 
Gas and Electric 
Gas 

Communication 
Electric and Gas 

Gas Rate Increase 
Passenger Fare Increase 
Rate Increase 
Fares 
Natural Gas 
Electric Rates 

Electric Rate Increase 
Electricity and Gas 
Utilities 
Transportation. 

Reflects a correction and removal of Old Ben Coal Cmnpany for resubmission. 

000 



news 
RELEASE 

FOR mr~EDIATE RELEASE 

Pay Board 
Office of Public Affairs 
Room 8316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202·254-8500 

Decerrber 2, 1971 
PB-10 

The Pay Board today made the following policy decision: 

In calculating "permissible annual aggregate increases," the 

following policy is adopted: 

(1) The sum of the percentage increases method will be applied 

during the specifled twelve-month period; 

(2) The twelve-month period is defined as the twelve-month period 

beginning on the effective date of a new agreement and in each 

succeeding twleve-month period during the life of the agreement; 

(3) Where no labor agreement is in effect, "permissible annual 

aggregate increases II shall refer to the t\'Jl eve-month peri od 

beginning November 14, 1971, and to each succeeding twelve-month 

period; and 

(4) In all cases, percentage increases shall be calculated on the 

basis of the rate of wages and salaries in existence immediately 

prior to the beginning of the twelve-month period. 

30 



news 
RELEASE 

FOR IMMEDIATE RELEASE 

Pay Board 

December 2, 1971 
PB-ll 

Office of Public Affairs 
Room 8316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202·254-8500 

The Chairman of the Pay Board today vJrote to Dr. John Dunlop, Chairman 

of the Construction Industry Stabilization Committee (elSe), accepting 

his suggestion that a tri-partite committee from the elsc appear before 

the Pay Board next week in order to cl ari fy procedures to be fo 11 oVJer 

by the else in administering the policies of the Pay Board. 

~eanwhile, the clse case-processing scheduled fo~ its weekly meeting on 

December 3, will be held in abeyance. 



news Pay Board 
RELEASE 

Office of Public Affairs 
Room 8316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202·254-8500 

PB-l2 
FOR IMMEDIATE RELEASE December 3, 1971 

Because of apparent misunderstandings of its policy on merit 

and salary administration plans, the Pay Board has restated its posi-

tion which was published on November 25, 1971, in the Federal Register 

as paragraph (6), Appendix B, of the Pay Board's regulations. 

The policy of the Board is that the collective bargaining situation 

and the non-collective bargaining situation require different treatment. 

The Board wishes to make absolutely clear that an aggregate increase 

in wages and salaries under any merit or salary administration plan, 

where no labor agreement exists, is subject to the 5.5% standard. 

The reason is that merit plan ranges under labor agreements 

generally are narrow, rigidly controlled and do not involve substantial 

increases in pay. However, merit plan ranges and increases under 

salary administration plans, not part of labor agreements, are generally 

wide, flexible, discretionary, and do involve substantial increases 

in pay. In the latter case, the increases often constitute an individual 

employee's entire wage increase for a given year. 

II if f! ff 



TRANSCRIPT OF PRESS CONFERENCE OF 
THE HONORABLE JOHN B. CONNALLY 

SECRETARY OF THE TREASURY 
AT ANDREWS AIR FORCE BASE 

DECEMBER 2, 1971, 7:30 P.M. EST 

I have no prepared statement other than to say we had 
a very nice flight home. We've been very busy in an 
intensive two days of meetings with G-IO in Rome. We went 
there, I think, expecting to make some progress. We did 
so. The feeling, at least here, was that we probably 
could not reach any final conclusions in our deliberations 
during this particular meeting, and we did not. 

We did make progress, I think, ln two specific areas. 
First, in the trade field. I think there was a clear 
recognition that negotiations had to begin immediately In 
the trade field, particularly vis-a-vis the European 
community because bilateral trade negotiations are now 
going on and have been for some time with Japan and Canada. 
Beyond that I think the second very substantial achievement 
that came out of the G-IO meeting in Rome is the fact we 
went into Executive. Session the afternoon of the first day 
and all of the second day - and began discussing details 
on the magnitude of the realignment and the distribution of 
this realignment. Without such discussions I fail to see 
how any ultimate decisions can be reached. We are in the 
throws of those discussions now. 

It would not be fair to say that we have reached any 
decisions. It is fair to say that we made a number of 
assumptions in order to permit discussions to proceed on 
a number of fronts. No offers were made. No nation is 
committed to any position. Although I think it's very 
clear that there is a much broader, much deeper understanding 
of the respective positions the various countries have. 

Now, that I think fairly well summarizes the meeting 
as I would summarize it as Chairman of the Group of 10. 
If I may remove my Chairman's hat now for a moment and 
put on my hat as Secretary of the Treasury and head of 
~he United States delegation, I would agree with what I 
Just said. As Chairman first of all. 
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But secondly, I would say that the United States was 
quite forthcoming in its position. I think the United 
States delegation retreated from its original position 
with respect to the $13 billion in the sense that it did 
so as an effort to try to find common ground. There was 
no retreat from the original $13 billion figure as a figure 
in which we believe as a correct figure in order to really 
bring about an equity and an equilibrium in our trade 
balances. We still feel that. But in order to try to find 
a common ground - in order to try to reach agreement - we 
did indeed talk in terms of an overall 11 percent realign
ment which figures out a swing of about $9 billion. 

This is a considerable movement, I think, on the 
of the United States. It was taken in all sincerity. 
I must say that in spite of this very large step taken 
the United States delegation, it was not matched by 
similar steps of size from other countries. 

part 
But 
by 

I believe that nearly every country represented there 
felt progress had been made which was reflected in their 
willingness to meet again so soon on the 17th and 18th of 
December to continue our discussions. 

REPORTER: Mr. Secretary, you talked of assumptions 
having been made. What assumption was made in regard to 
dollar devaluation? 

SECRETARY CONNALLY: I don't want to get into the 
specifics of the assumptions. Suffice it to say that a 
number of various assumptions were made respecting 
devaluation and revaluation of various currencies. 

REPORTER: But there was some assumption on dollar 
devaluation? 

SECRETARY CONNALLY: There were a number of assumptions 
made, including assumptions about dollar devaluation. 

REPORTER: Mr. Secretary, when you talk about 11 percent, 
sir, are you talking about the 11 percent revaluation of 
the dollar? 

SECRETARY CONNALLY: No, I'm talking about the 
11 percent weighted average realignment. 

REPORTER: Of currencies? 

SECRETARY CONNALLY: Yes, of all currencies. 
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REPORTER: Mr. Secretary, there is a report that you 
offered at one point a 10 percent devaluation, but it was 
not a serious offer. 

SECRETARY CONNALLY: I don't know who would report 
such a thing. I assure you that I don't believe the 
United States delegation in those two days uttered either 
in a private conversation or in the Executive Sessions 
~ything that was not said in the utmost sincerity. 

REPORTER: Did you offer a 10 percent devaluation? 

SECRETARY CONNALLY: I'm not prepared to say. I will 
not say what was offered because I told you at the outset -
no offer was made, no offer was made. A number of assump
tions were made, and I do not wish to detail those 
assumptions. For the simple reason that we are involved in 
a very complex and a very intricate negotiation. And I 
think it's entirely proper that I try to put into perspective 
these negotiations. 

I think we tend to think of these negotiations as one 
in which other countries are joined in opposition to the 
position of the United States. Roughly nine against one. 
This is not necessarily correct - not correct at all as 
a matter of fact. For the simple reason that many of the 
countries represented in the Group of 10 are far more 
interested in their own alignments with each other than 
they are in their alignments with the United States. Now 
I think to be a little more specific, obviously Japan has 
large trade with the United States. They are concerned 
with what the alignment between the Yen and the dollar is. 
So is Canada - Canadian dollar versus United States dollar. 
This is a critical matter for these two nations. 

But I think it's also fair to say with respect to 
countries in the European community that frankly they are 
more concerned about their alignments with each other than 
they are with their individual alignments with the United 
States. So you don't have a situation that's as simple 
as us trying to meet with one or two or even nine countries 
and agreeing what the alignment of their currency vis-a-vis 
the dollar is. Frankly, a third of the time that was spent 
in the two days was spent in recess in order that the 
Group of Six in particular could convene in order to try 
to achieve a common objective. 

REPORTER: Mr. Secretary, you said the United States 
was very forthcoming in its position. Does this mean then 
that your position has become more flexible; you are not 
now as adamant? 
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SECRETARY CONNALLY: I don't believe I have ever 
characterized my position as adamant. 

REPORTER: The other nine do. 

SECRETARY CONNALLY: In the process of dealing with 
matters as complex, as intricate and as important as these 
matters, where the economies of nations are involved, where 
you are dealing with fundamental questions of whether or 
not a country runs a surplus or a deficit in its world
wide trade negotiations, a number of countries are liable 
to say a number of things. 

REPORTER: Mr. Secretary, I don't want to press you 
too much, but it seems to me ... 

SECRETARY CONNALLY: Thank you. 

REPORTER: ... but it seems to me that whereas the 
Administration has previously said that under no condition 
would we consider raising the price of gold or devaluing 
the dollar, what you are now conveying is that as part of 
~ overall settlement we might consider some dollar 
devaluation. Is that right? 

SECRETARY CONNALLY: That's not what I said, I don't 
think. I said that a number of assumptions were made. 
I'm not willing to concede the first part of your statement 
that the Administration has said that under no circumstances 
would we do it. I'm not willing to acknowledge the second 
part of your statement that we have now changed that posi
tion or have offered to do it. I merely said that in our 
discussions - in order to encourage discussions - a number 
of assumptions were made by a number of different countries. 
No offers were made. No nation now feels, in my judgment, 
committed to any positions. 

REPORTER: Could you conceive of any solutions of this 
problem that would not involve a change in the dollar parity? 

SECRETARY CONNALLY: Oh yes, I certainly could conceive 
that. 

REPORTER: Sir, could you explain what you mean by the 
$9 billion and $13 billion? Is this a sWlng ln trade? 
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SECRETARY CONNALLY: Yes, basically and if you want 
to get any deeper into the mechanics and the preciseness of 
the dollars and the calculations upon which these figures 
rest, it is anticipated that either Paul Volcker or I will 
have more to say to the press tomorrow or the next day 
or the next few days. But yes, it's the swing in our 
balance of payments. 

To prove the validity of our figures, I believe through 
the third quarter of this year our deficit is running at 
the rate of approximately $10 billion. The first estimate 
for 1972 would indicate that the deficit will be in the 
range of $11 billion, so when we estimated that we would 
have to have a swing in the range of $13 billion, we are 
now and we were then convinced that this is a very valid 
figure. You have to take these things in the manner in 
which we take them; we can't absolutely prove that we are 
guessing about what is going to happen in the future. We 
think that is about what it's going to be. 

We hope our economic condition improves, we hope our 
export sales increase, we hope we can improve this, but 
on the basis of the figures that are available to us, we 
made that estimate, and we still stick with it. We have 
corne off of it, as I said a moment ago, in order to try 
to reach some type of agreement to settle this issue in 
the interest of world trade. 

Now there is one other statement I think I should make, 
ln fairness to this nation, and that is simply that in the 
conduct of the negotiation in the past two days, the posi
tion taken by the United States was a position not of a 
protectionist nation but of a nation that is very outgoing, 
that obviously was interested in trade expansion and 
obviously was interested in the settlement of the inter
national monetary problems in order that trade expansion 
might occur. And I might say that it exhibited a greater 
interest in talking about both the currency problems, the 
monetary problems and the trade policies, the attitude of 
the United States was far more expansionary in terms of 
world economics than that of any other nation at the table. 

REPORTER: Mr. Secretary, in the headlines of the 
evening papers "Dollar Plunges to New Low." Are you going 
to be taking any corrective action to that particular 
si tuation? 

SECRETARY CONNALLY: Well, I don't know what the story 
says. 

REPORTER: On the European money market. 
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SECRETARY CONNALLY: No, I certainly don't intend to 
take any action on it. I suppose it basically carries out 
our contention that many of the European currencies should 
be revalued to a greater extent than they now are. 

REPORTER: Mr. Secretary, did Secretary Stans' mission 
to Moscow have any effect on your negotiations? 

SECRETARY CONNALLY: No, I would say not. We followed 
it through the press with very great interest and were 
delighted to see the progress that was being made there. 
But certainly I would say it had no effect. 

REPORTER: Mr. Secretary, what happens between now 
and the next G-lO meeting later this month? Are there 
discussions on the deputy level? 

SECRETARY CONNALLY: There will probably be some; there 
will be trade discussions. Ambassador Eberle is back but 
will be going back with other trade people from State, 
Agriculture and Treasury probably Monday to meet with the 
European communities, certainly to get into intensive 
negotiations next week. We will continue our trade nego
tiations as well as monetary negotiations with Canada and 
will undoubtedly undertake increased activity with Japan. 

REPORTER: Mr. Secretary, are there any policy decisions 
that this gov~rnment must make before the next meeting in 
Washington? 

SECRETARY CONNALLY: No, I don't think so. Our 
position I think has been unchanged from the outset. I 
know that many of the press have characterized my particular 
attitude as being at times overbearing, tough or such other 
words, but I would not so characterize it. I don't know 
how they would define those terms. If by tough, they mean 
that we have, indeed, been arrogant or bullying or over
bearing, then that's not so. 

REPORTER: No, I didn't mean that. I mean you discussed 
assumptions, you are returning to a meeting, do you have to 
go to the President and say in order for me to go ahead this 
is what we have to decide? 

SECRETARY CONNALLY: Well, obviously I will go to the 
President and I certainly intend to inform him of as many of 
the details as he wishes with respect to this meeting, because 
they will be very significant with respect to the upcoming 
meetings that he will have with the heads of states. He has 
given me the guidance that I think I need, the guidance is 
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basically unchanged. I don't think we need any substantial 
policy decisions or changes in policy decisions. We know 
we have a tough problem. I know that a great many people 
say'well just go on and solve them, you know it's easy, 
that we've had offer~ But we've had no offers for settlement. 
Now I sat there hour after hour after hour and looked at 
them, twenty of them around the table, and I think I'm a 
fair judge of when a man makes an offer and when he doesn't. 
If we , indeed, had an offer I assure you they have been 
unacceptable to the point of being ridiculous. 

REPORTER: You are talking progress and you sound 
disappointed. 

SECRETARY CONNALLY: No, no. Obviously when you have 
a problem you like it solved. But we started bilateral 
meetings over there on Monday. We met with a great many 
of the representatives there from other nations. We 
met Tuesday morning, and afternoon and met late that evening. 
We met all day Wednesday. We did make some progress, but 
I can't, I really can't, over-emphasize how difficult these 
negotiations are. I think they are unique perhaps in modern 
times among nations when you realize What's involved. 
We've been running a deficit; obviously that deficit to 
them has been a surplus. Now when you get to the point 
where we're not asking for a surplus but when you get to 
the point where you ask for equilibrium, this affects the 
economic base of countries, of nations, and at a time when 
we're all concerned about economic expansion, unemployment, 
economic activity as a whole. We are dealing with a touchy, 
a very fundamental problem. And I think it is wrong for 
us to, for any of us to assume that ... you know it's 
fairly simple, just go and sit down for a couple of hours, 
work all this out. It's not quite that easy. I think we 
can do it. 

REPORTER: It seems to me unlikely that the world would 
go back to a system of relatively fixed exchange rates by 
the end of this year. 

SECRETARY CONNALLY: I think - what relative to ... ? 

REPORTER: Fixed exchange rates - agreed pattern of 
rates ... It seems that from what you say it would be unlikely 
that we should expect that before the end of this year. 
Maybe that's my assumption. 
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SECRETARY CONNALLY: Well, I don't want to 
characterize it, Mr. Dale, very frankly. There lS hope 
we can settle it before the end of the year. I don't 
want to hold out false hopes; this is why I am really 
reluctant to answer your question and not because I am 
trying to be coy, I don't know. I'll say this. I've 
seen situations where people were further apart than we are 
today and get together in very short order. By the same 
token I've seen situations-where they are much closer 
together and fall apart at the last moment. I don't know; 
I think we are making progress. I think this meeting was 
marked by warm and good feelings on the part of everybody. 
I thiBk it was marked at times by good humor inspite of 
the fact that the sessions were long and tedious. So I'm 
hopeful. I don't want to be accused of being too 
optimistic. But I think their agreeing to hold the meeting 
on the 17th and 18th here in Washington indicates that 
all of the countries involved felt 'it was worthwhile 
to continue the negotiations as soon as possible. 

REPORTER: Mr. Secretary, final settlements could then be 
reached without Congress becoming involved,without any 
legislation? 

SECRETARY CONNALLY: It's possible, yes. Almost 
anything is possible. 

REPORTER: Sir, you spoke at the start about an 
agreement on the need for immediate trade negotiations. 
\fuat were you referring to there? 

SECRETARY CONNALLY: I don't want to get specific on 
trade negotiations. I could but here again this would merely 
complicate affairs. And let me ... I am trying to be as open 
with you and as frank, as candid with you as I can. When I 
say you, I mean collectively the press. But I hope you will 
forgive me if I don't tell you every detail that I possibly 
could, simply because again the more this is negotiated in 
the newspapers, I assure you the more difficult it becomes 
to negotiate in private. And this is something we all 
discussed. I hope that all countries will abide by general 
feelings expressed there,that everyone'was free to talk 
obviously about their own positions, about the general 
attitude of the meeting, the progress that was made hut the 
hope was expressed by everyone concerned that we could indeed 
stay off of specifics because it did nothing but complicate 
things. 

REPORTER: Were you referring to a multi-lateral meeting, 
Sir, on trade? 
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SECRETARY CONNALLY: Yes, in the one instance multi
lateral meetings as far as the European communities 
concerned, although we are carrying on bilateral trade 
discussions now with Japan and bilateral trade discussions 
with Canada, separate, apart from those that will be carried 
on with the European community. 

REPORTER: What about Britain, Sir, would that be 
included with the European community? 

SECRETARY CONNALLY: Basically yes, but I think we 
probably have fewer discussions on trade matters with them 
than with others but because of their imminent entry into 
the European community and the common market, they 
obviously will be interested and will be involved and will be 
a factor. 

Thank you, Mr. Secretary. 

000 



The Department 01 the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

NOTE TO CORRESPONDENTS: December 6, 1971 

Attached are proposed amendments to Treasury Regulations 

pertaining to surety companies doing business with the United 

States. 

They are dated November 30, 1971 and are signed by John K. 

Carlock, Treasury Fiscal Assistant Secretary. 
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Proposed Rule Making 

DEPARtMENT OF THE TREASURY 
Fisc,,1 Service 

I31 efR Part 223] 
SURETY COMPANIES DOING BUSI

NESS WITH THE UNITED STATES 
Schedule of User Fees for Treasury 

Services 
The Department of the Treasury finds 

that it is necessar:y to amend its existing 
regulations at 31 CFR Part 223 <Treas
ury Department Circular No. 297 Re
vised) governing surety companies doing 
business with the United States to estab
lish a schedule of fees to reeover costs 
related to services performed for, and 
special benefits conferred ~n, ~uch 
companies by the Department 8 Fiscal 
Service. The services are performed and 
the benefits conferred in connection with 
tbe Fiscal Service's maintenance and 
publication of the annual listing of surety 
companies bolding certificates of author
ity from the Secretary of the Treasury 
as acceptable sureties or reinsurers only 
on Federal bonds (Treasury Department 
Circular No. 570), and in connection with 
the Service's maintenance and circula
tion of the annual listing of admitted 
reinsurers (except on excess risks run
ning to the United States) of certificated 
companies. The services performed by 
the Treasury Fiscal Service include the 
financial and legal review of applications 
from surety companies for such certifi
cates or for recognition as admitted rein
surers, and the regular annual or spe
cifically required review of the qualifica
tions of such companies to determine 
their continuing eligibility for renewals 
of their autbority. Inclusion of a surety 
company's name in Circular 570 confers 
a special benefit since the Circular con
stitutes a reliable determination that 
each such company named is approved 
by the Secretary, in accord with 6 U.S.C. 
6-13, for the securing of bonds required 
by Federal law. Similarly, inclusion of a 
company's name on the annual list o.f 
admitted reinSUrers confers a special 
benefit since the list constitutes recog
nition by the Treasury that each com
pany named is acceptable as a reinsurer 
of certificated companies (except on ex
cess mks running to the United States). 

The scher!u!e of fees is proposed for 
adoption tD implement 31 U.S.C. 483a, 
tne use!' cha,rge statute, and the Office of 
~anagement and Budget Circular No. A-
211, lI.'i amended, entitled User Charges. 

Accordingly, nOttice is hereby given 
~ursuant to 5 U.S.C. 553 that the Seere

ry ?f the Treasury is considering the 
adoPtion, effective January 1, 1972, under 
:~~Ority of 5 U.S.C. 301 and 31 U.S.C. 
""a, of the following amendments to 

Part 223 of Subchapter A, Chapter n 

of Title 31 of the Code of Federal 
Regulations: 

1. A new section heading is added to 
the table of sections to read: 
§ 223.19 Schedule of fees. 

2. Section 223.2 is amended by adding 
a new final sentence to read: 
§ 223.2 Application for certificate of 

authority. 

• • • A fee of $550 shall be transmit
ted with the application as prescribed in 
§ 223.19(0.). 

3. Section 223.3 is amended by reVising 
the final sentence to read: 
§ 223.3 I_Dce of certificates of 

authority. 

• • • A new certificate of authority 
shall be issued annually on the first day 
of July, so long as the company remains 
qualified under the law and the regula
tions in this part, and transmits to the 
Assistant Comptroller (Chief Auditor) 
by Mazch 1 each year the fee of $365 as 
presC!1bedin § 223.19(c). 

4. Section 223.12 is amended by revis
ing the introductory text of paragraphs 
(a) and (b), and by adding a new final 
sentence to paragraph (c). As amended, 
§ 223.12 reads in pertinent part: 

§ 223.12 Recognition a8 reinsurer. 

(a) Application by U.S. company. Any 
company organized under the laws of the 
United states or of any State thereOf, 
wishing to apply for recognition as an 
admitted reinsurer (except on excess 
risks running to the United states) of 
surety companies doing business with 
the United States, shall file the follow
ing data with the Assistant Comptroller 
(Chief Auditor) and shall transmit 
therewith the fee of $50 prescribed by 
§ 223.19(b) : 

(1) A certified copy of its charter or 
articles of incorporation, and 

• • • • 
(b) Application by a u.s. branch. A 

U.S. branch of an alien company apply
ing for such recognition shall file the 
following data with the Assistant Comp
troller (Chief Auditcr) and shall trans
mit therewith the fee ill $50 prescribed 
by § 223.19(b) : 

(1) The submissions listed in sub
paragraphs (1) through (5) of para
gra.ph (a) of this section, except that the 
financial statement of such branch shall 
show that it has net assets of not less 
than $250,000 over and above all liabili
ties, and 

• 
(c) Financial reports. • • • A fee of 

$25 sball be transmitted with the fore
going data., as prescribed. in § 223.19(d). 

5. A new section 223.19 is added to 
read: 

§ 223.19 Schedule of fees. 
Fees sball be imposed and collect€d l c. 

the following aervice8 perfonned by tile 
Treasw:y Department, whether the ac
tion requested is granted or demed, ef· 
fective with requests submitted as uf 
January 1, 19'12. The payee of the chocii: 
or other insIlrument shall be the Tre3' . 
mer of the United states. 

(a) Por examining a company'/! app:i 
cation for a certificate of authority it" ~ '" 
acceptable surety on Federal bonds Of: ;w 
an acceptable reinsuring company 011 

such bonds: $550 <see § 223.2) . 
(b) For emmining a cpmpany's ap 

pliea:tion for recognition as an admitted 
reinsurer (except on excess risks running 
to the United sta.tes) of surety com
panies doing business with the United 
States: $50 (see I 223.12 (a) and (b». 

(c) For determinitig the continuing 
qualifications for annual renewal of a 
company's certificate of authority: $365 
(see § 223.3) . 

(d> For determining the continuing 
qualifications for annual renewal of a 
company's authority as an admitted re·· 
insurer: $25 (see § 223.12(c) ) . 

Prior to the adoption of the proposed 
amendments, consideration will be given 
to written data, views or arguments sub
mitted to the Commissioner of Accounts, 
U.S. Department of the Treasury, Wash
ington, D.C. 20226, and received not later 
than 30 days from the date Of the pub
lication of this notice in the FEDERAL 
REGISTER. In accordance with 31 CPR 1.1 
(h), 36 F.R. 13835, comments submitted 
in response to this notice of proposed 
rule making are available to the puhlic 
upon request therefor unless confidential 
status of t'he submission has been re
quested and approved. 

Dated: November 30, 1971. 

[SEAL] JdHN K. CARLOCK, 
Fiscal Assistant Secretary. 

[FR Doc.71-17703 Filed 12-1-71;8:51 am] 
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"Drder". Tb1a 18 a retWator7 pr'OII'aIIl 
eftectlVEI under the Agricultural ~ 
m. AcTeemen\ Act of 1131, .. ammded. 
(7 U.s.C. 101-6'7-1). 

UDder the order, Uitrutate aDd upor'i; 
Kdpmenta of fresh papa,yu are ~ 
entlY re8'Ul&ted Ali to mJJl1mum grade aD~ 
stu by Papaya Regula.t.ton 1 which, by 
ittl awn Pl"O"1aiCIIUI, expires OIl January 1. 
1112. The PI'OPQMl Ia to continue the 
aame requtnmeot.. u heretnatter aet 
fonh, from JanU&1'7 1 t.hroUgb December 
31, 1172. Therefore, ahlpmenta of fresh 
H&wa1ian papa.yu to c1e8t1natloDa wttb1u 
the state would COntinue to be Nquired 
to grade at leaat Ha.waii No.2 and 8Whl 
pap8.yna exported to destinations outside 
the State would eootlnue to 'be requtred 
to nade lot 1eut Hawaii No. I, be or 
PJrlform shape. and weigh not l,esa than 
10 ounces each. The higher minimum 
ande requirement for esportecl papayas 
ia prOlJQl8d because sucb papayas better 
ju.t.IfJ the hiPer transportation costs 
of export 8h1pmenta and ue aimed at 
fostertna expa.na1on of the eXpOrt muket 
throua:h SUPertor quality fruit. Tbe pro
poled mJDlmum grade for intrastate 
ah1pmenta w1ll provide Hawa.lian markets 
with fruit of satisfactory qualtty while 
providing an outlet for papayas that do 
not. QUaUf7 for export shipment. 

Tbe proposecl tegula.tioo reads as fol-
1oWI: 
• 928.102 Papaya R .... tion 2. 

Ca.) Order: During the period Jan
UAI'7 1 tbrouCh December 31, 19'12, no 
b&Dd1er &baD III1lp any container of pe.
payu: 

(1) To any destination within the pro
ducttoD. area unleu aald papayas grade 
at 1.-Bawall No.2; 

(2) To any export destination unless 
Mid papa)'U grade at least BawaH No. 
1: Pr0vtcU4. That suell papayas shall be 
of pyriform shape and weigh not less 
than 10 ounces each. 

(b) When uaed herein "Ha.waU No.1," 
"Hawall No.2," and "pyriform shape" 
shall ba.ve the same meaning as set forth 
m the state of HawaH Revised Regula
ttoa No. I, SUbsection 6.32-Whole68le 
Bandarda for HawaH8Il Grown Papayas. 
All ather terms &haJl have the aame 
mean.tna' as when used. in tlle marketing 
agreement and order. 

.. - - ..3 __ , __ .. _ ...... ""..." ... ,...,...,.it_ 

11;0 ~ t:W..llJ 

PROPOSED ~UlE MAKING 

DEPARTMENT Of COMMERCE 
Nd".onal Oceanic and AtmC.\F".rfc 

Adlninlstratlon 

i sn efR Ports 261, 276] 

FIlOIEN FRIED FISH STICKS, AND 
PORTIONS 

§ 261.1 ~r>:.icJ' of ttH' P..ooUl"I. 

Promen fried f..;h stkks are clein 
wbc·~!lrome, rectangulsr-!>h f\.pW unglued 
ma.'-lI! oi ooherin", ,,'~-cetl (0"'. ground) 
of il~h tiMh cosk"<i ~'h tJr€f~l11lC and 
pe.rtuilly cooked. The IIU,'kl! I.1'e rut from 
froun ft.sh blocks; ar!' coakJ with R 

Butt.ble, whol~orue batter anct breUC1ing. 
are fried. ~'.:l.Ckaged. and frozen In &C

cor':~!\Ilce w·th good manufacturing prac-
Proposed Standards for Grad., tices. They are maintained at tempera-

NOVEJOJKR 24. 1971. ture;, neceuary for pre&ervatIon of the 

NotIce '8 herebrr .-riven that pun;uant product. Frozen fried tlsh GtlckB weIgh up 
UI .J ~. to and 1nclud1n.g 11'2 OWlceR; are at leaat 

to the authority vp.;;tOO in the Secretary three-e1ghths inch thick; and tildr larg
of Commerce by the Reorganization Pian est dimension 15 at least 3 ti.m~ the ne).1 
No.4 effective Octo~T' 3, 1970 (lf5 FE. largest dimension. All stick;; iii an In-
15627), and under :.he authority of title div1dual package are prepared from the 
n of the Agrtcultuio.1 Marketing Ad of :flesh of one specteR of fish 
1946. as amended (7 U.s.C. 1622 and 2. A new § 261.2 C01Tl1J(lsition oj th( 
1624) , transferred tram the D"!pa.rtm.ent product is added as follows: 
of the Interior to the Department of 
Commerce, it 18 proposed. to amend the § 261.2 CompOI!ition of tilt' prodUd. 
U.S. Standards for Grades of Frozen _ (6) Frozen fried fish sticks shall COll
Fried Fish Sticks (Part 261 of TItle 50 ta1n 65 percent by weight of fish tleah 
CPR) and U.S. Standards for Grades of when fish flesh content is detenn1ned by 
Frozen Fried Portions (Part. 276 of Title the on-line method as set forth In 
50 CFR) to include an optional a.1tema- I 261.21 (g). 
tive method tor determining fish 6.esh (b) Frozen tried fish sticks sha.ll con-
content. tain 60 percent by weight ot tls.h flesh 

The objectives of these proposed when fish ftesh content is determlned by 
amendments are (1) to standardize the the end-product method as set forth 1n 
input amount of fish flesh contem.; (2) I 261.21<f). 
to reduce effort required for determining 3. In § 261.21, the introductory text ot 
percent fish 6.esh; (3) to enable the quaJ- paragraph (f) and subd1v1s1oIUI (i) and 
Ity control function to effect 1mmed1ate (vil) of subparagraph (2) of PlLI'IliT&Ph 
corrective action during processing when (f) are revised, and pa.ragra.ph (II) 1& 
fish flesh varies; and (4). to eUm1nate added to read as follows: 
penalties for overweight packaged prod- § 261 21 Definitions. 
ucts through the use of the declared net • 
weight and the average input weight of • • • • 
the frozen raw flab flesh material for de- (n "Ml.n1mum:fish:flesh content--ald-
term.1n1ng the percent flsh flesh. Both the product determination" refen k> ~ 
consumers arid the processing industry minimum percent, by weight, of the av
will accrue beneflts from thiB proposal. erage fish flesh content of three froeeD 

Interested persons may submit written fried:fls.b. sticltS (sample unit for S1sb 
comments in regard to the proposed flesh determination). as determined by 
amendments to the regulations to the the following method: 
Director, National Marine Fisheries • • • • Servtce, U.S. Department of Commerce, 
Washington. D.C. 

All relevant matertal received not later 
than 30 days after publication of this 
notice wtll be consIdered. 

RoBERT W. SCHONING. 
Acting Director, 

National Marine Fisheries Service . 

I. The amendments to Part 261-U.S. 
Standards tor Grades of Frozen Fried 
FlshSticks tollow: 

1. Section 261.1 DeScription of the 
product is revi5ed to read as tallows: 

(2) Procedure. (i) Calculate the welrht 
of three frozen fried :flsh sticks by divld· 
ing the declared net weight on the label 
by the number of fish sticks indicated 
on the label to obtain the weight of an 
individual fish stick and multiply by 3, 
U the number of fish sticks contained in 
the package is not declared on the label, 
the actual weight of three frozen fried 
fish sticks shall be used. 

• • • • 
(vii) Calculate the percent fish flesh In 

the sample wlit by the following formula: 

% flab fiesb= W~ght of fla~ flesh (Vi) _ X 100 
Weight of three frIed flab Bticks (1) 

(g) "Minimum fish flesh content--on
line determination" refeT8 to the mini
mum percent fish flesh, by weight, of the 
average weight of three groups of flve 
fish sticks (sample unit for fish flesh. 
determination). as determined by the 
following: 

(1) Equipment needed-ba.la.nce ac
curate to 0.1 gram. 

(2) Procedure: 
(1) Weight three grouPS of Dve raw 

unbreaded tlsh sticks from the line. 'l1leIe 
weights shoUld be recorded and averaged 
(average weight of three grouPS ~!._~!! 
sticks) and percent tlsh flesh ea.lewao
immediately after the average ,wel,bt& 
are determined.. 

(ii) Calculate the percent ftsh flMb In 
the sample unit by using tlle averale 
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Price. . 
CommISSion 

PRE- NOTIFICATION REPORTS, DECnmER 2, 1971 

Name of Company 

Gulf &. Western 
Industries 

Di Giorgio Corp. , 
Tree Sweet Produce 
Company 

Alberto-Culver Co. 
The Mutual Life Ins. 

Co. of New York 

Cessna Aircraft Co. 
Fluid Power Division 

Lone Star Industries, Inc. 
Temple Foods Non

Institutional Division 
Pettibone Corporation 
Continental Can Co., 

Flexible Pack. 
Division 
Plastic Container 
Division 

Womoco, Inc., 
The Puritan Sports
wear Division 

Allied Chemical Corp. 
Hoover Ball &. Bearing Co. 
Pet t i bone Corp. 

Cleve land Frog &. 

CrOSSing Plant 
Alco Standard Corp., 

American Stamping Co. 

7, Increase 
Sought 

3.3H 
3.43 

5.72 

7.56 

3.69 

5.6 

11. 1 

R.O 

4.0 
5.4 

7.g 
9.4 

3.2 

3.0 

.H 
15.65 
7.71 

5.3 

.6 

(~l()RF.) 

news 

Prcxluct 
Line 

Compressor Iious tng 
~lisce 1laneous 

Products 
Rear &. Back Spring 

Assembly 
Miscellaneous Assemb

ler, Bumpers, etc. 
Auto Parts 

frozen Orange Juice 
Concentrate 

VOS Shampoo 

Croup Health and 
Accident Insurance 

HydrauliC Equipment 
Port land Cemen t 

Food Products 
Track Industrial 

Paper, Packin~. Etc. 

Plastic Rattles 

_Spor t swear 
Soda Ash 
Z i '1 C Die Ca s tin g s 

Track ~1ateria1 

I:olled Sheet SteE-l 

Office of Public Affairs 
Room 7316 

2000 M Street. N.W. 
Washington. D. C .. 20508 
Phone: 202-254-8540 

-/ Revellll'" J ncn:as(
f or I- i rm 

.03 
t 

.On 

.On 

.03 

.0:--: 

.n 

4.'1 

.7 
1 . h 

~-
/ 

· --

.011 

.05 

· 1 
~ 

• I 

.2. 

· L 
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Name of Compani' 

Alco Standard Corp .• 
Pyronics, Inc. 

Control Data Corp. 
American Research 
Bureau 

New York News, Inc. 
American Brands. Inc. 
Gannett Co., Inc 

Hard Foods, Inc., 
Holsum Baking, Inc. 

Reading Company 

~I.T.D. Products, Inc. 

% Increase 
Sought 

4.0 

7.5 

8.8 
1. 56 
5.5 

2.46 
10.0 

5.2 

Product 
Line 

TV Market 
Report Service 

Newspaper 
Cigarettes 
Newspaper Print &. 

Advertising 

Bakery Products 
Request Increase in 

Fares 
Metal Stampings 

% Revenue Increase 
for Firm 

5.0 

.02 

9.0 
.5 
.2 

.02 
.7 

1.1 

Percentage price increases for the following companies is not readily apparent in 
form submitted, requiring further analysis: 

Name of Company 

Cities Services Co. 
Walter Kidde, Inc. 
Automation Industries, Inc. 
Southwest Steel Rolling Mills, Inc. 
Pennwalt Corp., Durallium Division 

Product Line 

Polyethylene 
Hardware for Luggage 
Stee 1 

Durallium Products 

The following firms and public utilities have made submissions under regulations 
governing regulated industries and utilities. Commission action will be reporte 
as it is taken. 

Name of Company 

Washington Gas Light Co. 
Trans World Airlines, Inc. 
Texas Eastern Transmission Co. (Houston) 
Detroit Edison Co. 
Rochester Gas and Electric 
St. Lawrence Gas Co., Inc. 
Delmarva Power and Light Co. (Maryland) 
Southern Freight Association 
l,Jestern Union 
Eastern Central Motor Carriers Assoc., Inc. 
General Telephone &. Electronics Corp. 
South Carolina Electric &. Gas Co. (Columbia) 
f;ansas Ci ty Power &. Light Company 
~orthern States Power Co. 
Virginia Electric & Power Co. 
Great Lakes Gas Transmission Co. 
Donovan Companies, Inc. 

(MORE) 

Product Line 

Natural Gas 
Domestic Air Fares 
Natural Gas 
Electric Rates 
Gas ~ates 
Gas Rates 
Gas and Electric Rates 
Transportation 
Communication 
Transportation 
Communication 
Utilities 
Electric Steam Service 
Electric Service 
Electric Service 
Gas Service 
Utilities 
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Name of Company 

Middle Atlantic Conference of 
Hotor Common Carriers 

Transwestern ~ipeline Co. 
Eastern Ai r :'ines, Inc. 
South Carolina Electric and Gas Co. 
R.E.A. Express 
Brooklyn Union Gas 
New Alexandria Bus 
Illinois Power Co. (Decatur) 
Pacific Gas Transmission Co. 
Wisconsin Public Service (Green Bay) 
San Diego Gas and Electric Co. 
Northern Natural Gas Co. 
Chesapeake & Potomac Telephone Co. of 

Virginia 
Public Service Co. of Colorado (Denver) 
National Service Industries, Inc. 
Consolidated Edison Co. of New York 
Penn Central Transportation Co. 
Potomac Electric Power Co 
Illinois Central Railroad 
Kansas Nebraska Natural Gas Co., Inc. 
Dayton Power &. Light Co. 
Transcontinental Gas Pipe Line Corp. 
Consolidated Elison Co. of New York 
Publ ic Service Company of Colorado 
Delmarva Power and Light Co. (De l,a"'8re) 
Penn Central Transportation Co. 

No. Applications Submitted 12/2 

No. Firms 12/2 

Total Appli.cations to Date 

Total Firms to Date 

Total Applications Approved to Date 

Total. Appl ications Denied to Date 

*----

74 

68 

497 

422 

52* 

2 

f:oduct Line 

Transportation 
Purchased Gas 
~Jai 1 Ra tes 
Gas and Electrir. 
Increase in Notes 
Gas 
Transportation 
Utility Rates 
Gas 
Natural Gas 
Gas and El€ctric 
Gas 

Communication 
Electric and Gas 

Gas Rate Increase 
Passenger Fare Increase 
Rate Increase 
Fares 
Natural Gas 
Electric Rates 

Electric Rate Increase 
Electricity and Gas 
Utilities 
Transportation. 

ReflecLs a correction and removal of Old !kn Coal Company for resubmission. 

000 



Price. . 
Commission 

PRE-NOTIFICATION REPORTS, DECEMBER 3, 1971 

Name of Company 

Caterpi 11 ar Tractor Co. 

Cooper Industries, Inc 

3eatri ce Food Co. 
Royal Crown Bottling Co. 
of Loui svi 11 e 

rhe Denver Ri 0 Grande 
Western Ra i 1 road Co. 

Unway Corp. 

l. O. Smith Corp., 
A. O. Smith Harvestore 
Products 

wens III i noi s, Inc. 

lorthwest Industries, Inc. 
lone Star Steel Co., Inc. 

'iamond Shamrock Corp. 

he First National Bank of 
Chicago 

arsco Corporation, 
Broderi ck Co. 
Cap!to 1 Manufacturi ng 
Caplto1 Manufacturi ng 

le Amalgamated Sugar Co. 

!rox Corporation, Business 
Products Grou p -

% Increase 
Sought 

4.09 

5.23 

5.03 

4.6 

6.92 

3.30 

8.42 

5.52 

12.0 

50.0 

5.06 
5.0 
6.50 

4. 19 

3.1 

Page 1 of 3 Pages 

news 
Office of Public Affairs 
Room 7316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202-254-8540 

PNR #13 

Product % Revenue Increase 
Line for Firm 

~ 

Machines & Engine Parts 2.2 

Machine Equipment 5.1 
Air Transport Service 

Food + 

Manufacturing 

Glass Tableware 

Steel Pipes 

Soda Ash 

Forgings 
Steel Couplings 
Conduit Pipe Fittings 

Manufacturing Beet Sugar 

0.7 

3.2 

0.2 

0.3 

+ 

0.4 

0.01 

0.3 
O. 1 
0.08 

4.19 

+ 

.ess than 0.01% (MORE) 
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Name of Company -
Standard Internati ona 1 Corp. 

National Metal Specialties 
Co. 

'eri ni Corp., 
Majestic Mining, Inc. 

:onsolidated Food Corp. 
Dexter Press, Inc. 

:hroma 11 oy Ameri can Corp. 

(oehri ng Compa ny 

:hamberlain Manufacturing Co., 
Collins Division 

lis Sybrow Corp. , 
Nalge Co. 

~rue Hauf Corp. 

% Increase 
Sought 

2.5 

8.875 

7.5 

4.95 

3.8 

22.6 

3.5 

1.7 

:oastal States Marketing, Inc., 
Coasta 1 States Gas Pro- 5.2 
ducing Co. 

IcLouth Steel Corp. 

Ihittaker Corp. 
Kettenburgh Mari ne, Inc., 
Division 

)resser Ind.-Northwest 
Magnes i te Co. 

8.0 

4.0 

4.5 

Product 
Line 

Metal Products 

Bituminous Coal 

Manufacturing In
dustrial Machinery 

Manufacturing Machinery 
Tools, etc. 

Refined and Petrochemi
cal Products 

Boat Repair 

Magnesite Grain 

% ReveRUe Increase 
for Firm 

0.07 

0.02 

0.02 

0.2 

2.9 

0.08 

0.06 

1.7 

4.9 

7.6 

0.5 

0.03 

~~entage price increases for the following companies is not readily apparent in 
'orm submitted, requiring further analysis: 

Name of Company 

~d~O.Division and Fulton r~anufacturing Co. 
lV1Sl0n of Choma 11 oy J'lmerican Corp. 
tauf~er Chem; ca 1 Company 
eredlth Corporation 
a~i ona 1 Steel Corp. 
lln Corporation 
aryl and Hou s i n9 

R. Donnelly 

(MORE) 

Product Line 

Textiles 

Chloroform Carbon Tet, etc, 
Farm Magazine Publication 
Tin Products 
Pre Fab Housing 

Commercial Printing 



Page 3 of 3 Pages 
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The following firms and public utilities have made submissions under regulations 
governing regulated industries and utilities. Corrmission action will be reported 
as it is taken. 

Name of Company 

Texas Gas Transmission Corporation 
Iroquoi s Gas Company 
Boston Edi son Company 
Philadelphia Electric Company 
Philadelphia Electric Company 
Southern Railway System 
Florida Power Corporati on 
The Oetri ot Ed i son Company 
Southern Pacific Transportation Company 
Southern Ca 1 i forn i a Gas Company 
Delmarva PO\'I'er and Light Co. (Delaware) 
Florida Gas Transmi S5 i on Co. 
~eneral Telephone and E1 ectroni cs Corp. 
american Natural Gas Company, Central 

Ind i ana Gas Company 
:Olumbia Gas Systems, Inc. 
:olumbia Gas of New York, Inc. 
:Onsumers Pm;er Co. 
)acific Duland Tariff Bureau 
:onsolidated Supply Corp. 
:entral Hudson Gas & Electric Co. 
Hue Cross-Bl ue Sh i e 1 d 
few England Telephone 
~rooklyn Union Gas Co. 
)elmarva Power and Light Co. (Delaware) 
lorthern Natural Gas Company 
)klahoma Natural Gas Co. 
ireenwood ~li 11 s 
ieneral Telephone Co., of the Southwest 
:entral Indiana Gas Company, Inc., (American 

(hnerican Natural) 

10. Applications Submitted 12/3 

10. Finns 12/3 
'otal Appl ications to Date 
'otal Firms to Date 

'otal Appl ications Approved to Date 

'otal Appl ications Deni ed to Date 

000 

Product Li ne 

Natural Gas 
Util ity 
Utility 

Crushed Stone 

Transportation 
Gas 
Utilities 
Gas 

Natural Gas 
Gas 

Transportation 

Natural Gas 
Insurance 
Communication 
Gas 
Power and Lights 
Natural Gas 
Natural Gas 
Textiles 
Telephone Communication 
Natural Gas 

63 

47 

560 

473 

68 

2 



Price. . 
Commission news 

Office of Public Affairs 
Room 7316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202-254-8540 

AlLY DECISION REPORT - DECEMBER 6, 1971 

APPROVALS OF PRICE INCREASES 

DECISION LIST #9 

aile of Company 

oneywell, Inc 

ational Gypsum 
Co. 

• P. Stevens 

Be, Inc 

'ibreboard Co rp • 
Paperboard and 
Packaging Di v • 

:elsey - Hayes 

aton Corp. 

tanadyne, Inc. 

% Increase 
Sought 

2.2% 

2.3% 

3.8% 

3.95% 

3% 

5.4% 

5.02% 

5.1% 

3.54% 

4.55% 

2.95% 

2.5% 

1.3% 

% Increase 
Approved 

2.2% 

2.3% 

3.8% 

3.95% 

3% 

3.6% 

4.48% 

5% 

3.54% 

4.23% 

2% 

2.5% 

1.3% 

% Revenue 
Increase 

Product Line for Firm 

Test Instruments .04% 

Crude gypsum + 

Rock 

Cotton 
Material 

Selected 
Commerical 
Advertisements 

Paperboard and 
Packaging 

Auto, truck 
(mobile home 
parts) 

Industrial Truck 

Drop Forging 

Gears 

Shovel Clutch 

Across company 
average 

+ 

1.5% 

.59% 

2.1% 

3.6% 

.25% 

.01% 

.04% 

.02% 

2.5% 

Cold Finished .29% 
Steel Bars & Wire 
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% Revenu 

% Increase % Increase Increas 
Name of Company Sought Approved Product Line for Firm 

Wyman-Gordon Co. 2.5% 2.5% Aerospace .8S 
Forgings 

Koeh1ing Co. 3.8% 3.8% Construction 3.8% 
Equipment 

Emerson Electric 5.7% 5.7% Stationary Power .5% 
Co. Tools & Electric 

Welders 

National Kinney Corp. 5.7% 5.7% Janitorial Services .05 
(Five firms in (average) (average) 
Pennsylvania, New York, 
Illinois, Ohio, and 
Massachusetts) 

Akzona 5.1 % 4.9% Rayon 3.3% 
+ Less than .01% 

REMARKS: Fireboard Corp., Kelsey-Hayes, Eaton Corp, and Akzona had price increase 
requests reduced to account for productivity increases. 

Eaton Corp. was granted increases on four product lines, effective immediately 
because of labor and material costs during the freeze. A company-wide increase 
of 2.5~ considered under the 30-day rule, was approved on the condition that four 
product line increases would not exceed the overall 2.5% increase. 

Other increases were justified 
and productivity adjustments. 

the basis of increased labor and material costs 
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FOR IMMEDIATE RELEASE 

Pay Board 

PB-13 

Office of P.lic Affairs 
Room 8316 
2000 M Street, N.W. 
Washinaton, D. C., 20508 
Phone: 202·25 .... 8511 

December 6, 1971 

Pay Board Chairman George H. Boldt released today a summary of 

what the Pay Board had accomplished during its initial five weeks of 

operation. 

''Without a doubt," the Judge stated, "the first two weeks of the 

Pay Board were the most crucial and the most demanding. We started 

to work immediately after the initial ~earing-in ceremony on 

October 27, and worked almost continually either in session or in 

small groups for the next two weeks. We had to provide comprehensive 

coverage for the entire labor market, and this involved some con-

tentious problems. Our final agreement on policy and the issuance 

of regulations within two weeks after our initial meeting was a major 

accomplishment. " 

The summary of the accomplishments follows: 

a. November 8th, the Board agreed upon and announced its 

regulations which embraced all pay situations. These regulations 

permit contracts and pay practices in existence prior to November 14 

to continue in effect unless challenged; established a wage and pay 

standard of 5.5% for wage and pay agreements after November 13th; 
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and established a policy of no retroactive pay~ents for wage increases 

during the Phase I 90-day freeze period, with certain limited exception~. 

b. On November 13th, the Board issued its Order #1 delegating 

authority to the Secretary of the Treasury (Internal Revenue Service) 

to enforce its regulations, and also issued its Order 02 delegating 

authority to the Construction Industry Stabilization Committee to carry 

out Board policies in dealing with the construction industry. 

c. Also on November 13, the Board provided definitions for the 

terms "appropriate employee unit," "longevity and related wage in

creases;" established a "base date" of November 13th for determining 

wage increases; and waived reporting requirements for existing contracts 

until January 1, 1972. 

d. On November 16th the Boare issued a series of questions and 

answers which provided guidance on Pay Board regulations. 

e. On November 19th, after hearing arguments pertaining to an 

existing coal contract, the Board voted 10-3 to permit the contract to 

remain in effect for the first year. 

f. Also on November 19th, the Board provided a definition of 

"tandem relationships" as applicable to retroactive ?ayments, and 

authorized additional exceptions to the ban on retroactive payments. 

g. On November 20th, the Chairman appeared before the Joint 

Economic Committee and explained the policies and procedures of the 

Board. 

h. On November 23rd, the Board provided a definition of merit 

plans. It also delegated to the Internal Revenue Service the 
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authority to process challenges to contracts by parties at interest, 

and authority to rule on requests for retroactive pay. 

i. On December 1, Board members challenged a labor contract 

between the Carey Grain Company of Chicago and the International 

Longshoremen's Union. 

j. On December 2, the Board issued its decision on how to de

termine the 5.5% standard. 

k. Also on December 2, the Board requested the Chainnan of the 

Construction Industry Stabilization Committee to appear before it, to 

explain procedures being followed by the CISCo The CISC was requested 

not to make any decisions involving construction contracts until 

appropriate policies were decided upon. 

The Chairman stated that the reporting form to be used by larger 

companies required to report or prenotify the Pay Board of wage 

increases would be developed and disseminated very shortly, along 

with instructions on procedures to be followed. 
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~ENTION: FINANCIAL EDITOR 

IR RELEASE 6: 30 P.M., 

lday, December 6, 1971. 

RESULTS OF TREASURY I S WEEKLY Bn.1 OFFERING 

'!be Treasury Department announced that the tenders for two series of Treasury 
,11s, one series to be an additional issue of the bills dated September 9, 1971 ,and 
Ie other series to be dated December 9, 1971 ,which were offered on November 30 1971 , , 
:re opened at the Federal Reserve Banks tod8\Y. Tenders were invited for $2,300,000,000 
'therea.bouts, of 91 -day bills and for $1,600,000,000 or thereabouts, of 182 -day 
,11s. The details of the two series are as follows: 

IDE OF ACCEPTED 91 -d8¥ Treasury bills 
IMPETITIVE BIDS: ___ m_a_tur~_in-lg __ M_ar~c_h_9.;..' _1 .... 9~7_2~_ 

Approx. Equiv. 

High 
Low 
Average 

Price Annual Rate 

98.976 
98.960 
98.966 

4.051% 
4.114% 
4.091% 

182-d~ Treasury bills 
maturing JUne 8 , 1972 

Price 

97.884 
97.854 
97.873 

Approx. Equi v . 
Annual Rate 

4.185% 
4.245% 
4.207% Y 

87% of the amount of 91-da;y bills bid for at the low price was accepted 
16% of the amount of 182-da;y bills bid for at the low price was accepted 

TAL TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS: 

District A~lied For AcceJ2ted Applied For Acce;Eted 
Boston $ 22,105,000 $ 12,105,000 r 12,160,000 $ 2,160,000 
New York 2,981,530,000 1,876,885,000 2,362,985,000 1,267,425,000 
lbiladelphia 31,455,000 16,455,000 5,860,000 5,660,000 
Cleveland 39,330,000 39,080,000 23,945,000 13,245,000 
Richmond 9,040,000 9,040,000 '3,795,000 '3,795 ,000 
Atlanta 32,085,000 21,585,000 26,480,000 11,440,000 
Chicago 230,070,000 158,770,000 222,675,000 152,835 ,000 
St. Louis 63,175,000 52,785,000 50,700,000 25,700,000 
l4inneapolis 26,635,000 18,455,000 22,860,000 12,860,000 
Y.a:lsas City 34,385,000 28,240,000 23,160,000 14,360,000 
D&ll.e.s 33,795,000 13~ 795,000 31,895,000 11,895,000 
San Francisco 118,305,000 53,245,000 118,000,000 79,320,000 

TOTALS $3,621,910,000 $2,300,440,000 !I $2,904,515,000 $1,600,695,000 EI 
~clUdes $212,445,000 noncompetitive tenders accepted at the average price of 98.966. 
~C1Udes $ 97,860,000 noncompeti ti ve tenders accepted at the average price of 97.873 

~ ese ra.tes are on a bank discount basis. Th.e equivalent coupon issue yields are 
.20 % for the 91_~ bills • ..Q.nd. ~. 37;' for the 182 -d~ bills. 
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FOR IMMEDIATE RELEASE December 7,1971 

TREASURY'S WEEKLY BILL OFFERING 

'11le Treasury Department, by this public notice, invites tenders 
for two series of Treasury bills to the aggregate amount of 
$ 3,900,000,000, or thereabouts, for cash and in exchange for Treasury 
bills maturing December 16, 1971, in the amount of $3,700,460,000, 
as follows: 

9l-day bills (to maturity date) to be issued December 16,1971, 
in the amount of $2,300,000,000, or thereabouts, representing an 
additional amount of bills dated September 16,1971, and to mature 
March 16, 1972, (CUSIP No.912793 MS2) originally issued in 
the amount of $ 1,600,960,000, the additional and original bills to be 
freely interchangeable. 

182 - day bills, for $1,600,000,000, or thereabouts, to be dated 
December 16, 1971, and to mature June 15, 1972, 
(r~USIP No. 912793 NF9). 

The bills of both series will be issued on a discount basis unl~r 
competitive and noncompetive bidding as hereinafter provided, ;:;n(~ ,.c; 

maturity their face amount will be payable without interest. The} (":;' ",
be issued in bearer form only, and in denominations of $lOjOOO, 
$15,000, $50,000, $100,000, $500,000 and $1,000,000 (maturity valLie), 

Tenders will be received at Federal Reserve Banks and Branches up 
to the closing hour, one-thirty p. m., Eastern Standard 
time, Monday, December 13, 1971. Tenders will not be received 
at the Treasury Department, Washington. Each tender must qe for a 
minimum of $10,000. Tenders over $10,000 must be in multip'les of 
$5,000. In the case of competitive tenders the price offered must be 
expressed on the basis of 100, with not moce than three decimals, 
e.g., 99.925. Fractions may not be used. It is urged that tenders be 
made on the printed forms and forwarded in the special envelopes which 
will be supplied by Federal Reserve Banks or Branches on application 
therefor. 

Banking institutions generally may submit tenders for account of 
CUstomers provided the names of the customers are set forth in such 
tenders. Others than banking institutions will not be permi tted to 
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submit tenders except for their own account. Tenders will be recei~ 
without deposit from incorporated banks and trust companies and from 
responsible and recognized dealers in investment securities. Tenders 
from others must be accompanied by payment of 2 percent of the face 
amount of Treasury bills applied for, unless the tenders are accompanie 
by an express guaranty of payment by an incorporated bank or trust 
company. 

Immediately after the closing hour, tenders will be opened at the 
Federal Reserve Banks and Branches, following which public announcement 
will be made by the Treasury Department of the amount and price range 
of accepted bids. Only those submitting competitive tenders will be 
advised of the acceptance or rejection thereof. The Secretary of the 
Treasury expressly reserves the right to accept or reiect any or all 
tenders, in whole or in part, and his action in any such respect shall 
be final. Subject to these reservations, noncompetitive tenders for 
each issue for $200,000 or less without stated price from anyone 
bidder will be accepted in full at the average price (in three decimals 
of accepted competitive bids for the respective issues. Settlement for 
accepted tenders in accordance with the bids must be made or completed 
at the Federal Reserve Bank on December 16, 1971, 
in cash or other immediately available funds or in a like face amount of 
Treasury bills maturing December 16, 1971. Cash and exchange tender 
will receive equal treatment. Cash adjustments will be made for 
differences between the par value of maturing bills accepted in 
exchange and the issue price of the new bills. 

llnder Sections 454 (b) and 1221 (5) of the Internal Revenue Code 
of 1954 the amount of discount at which bills issued hereunder are sold 
is considered to accrue when the bills are sold, redeemed or otherwise 
disposed of, and the bills are excluded from consideration as capital 
assets. Accordingly, the owner Treasury bills (other than life 
insurance companies) issued hereunder must include in his income tax 
return, as ordinary gain or loss, the difference between the price paid 
for the bills, whether on original issue or on subsequent purchase, and 
the amount actually received either upon sale or redemption at maturity 
during the taxable year for which the return is made. 

Treasury Department Circular No. 418 (current revision) and this 
notice, prescribe the terms of the Treasury bills and govern the 
conditions of their issue. Copies of the circular may be obtained from 
any Federal Reserve Bank or Branch. 

000 
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REMARKS OF THE HONORABLE EUGENE T. ROSSIDES 
ASS ISTANT SECRETARY OF THE TREASURY 

(ENFORCEMENT, TARIFF AND TRADE AFFAIRS, AND OPERATIONS) 
before the 

WORLD TRADE CLUB OF SEATTLE 
OLYMPIC HOTEL, SEATTLE, WASHINGTON 

ecember 7, 1971 

!11 

On August 15, president Nixon set a new 
economic course for America. In doing so, the 
President declared: 

"America has the best opportunity 
in this century to attain two of its 
greatest ideals; to bring about a full 
generation of peace, and to create a 
new prosperity without war 0 " 

The President's new economic program is 
designed to generate jobs, reduce inflation, and 
strengthen the position of the United States in 
the world economy. 

Promoting a Healthy Domestic Economy 

Progress has been made in promoting a healthy 
domestic economy 0 The pace of economic activity 
is picking up and inflation is coming under controlo 

1:00 PoM. 
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The signs and portents of the future course 
of the economy are pointing to vigorous economic 
growth in 1972. This improvement is shown clearly 
by: 

--the 14 percent increase (annual rate) in 
anticipated outlays for new plant and equip
ment in the first half of 1972, as reported 
by the latest Commerce-SEC survey; 

--the 12 percent increase in manufacturers' 
third-quarter capital appropriations as 
reported to the Conference Board; 

--the 7 percent advance in October for new 
orders placed with producers of capital goods. 

Consumer data shows that sales to consumers are 
moving upward at a strong pace: 

--sales of UoSo-made automobiles reached 
an annual rate of over 10 million units 
in October and early November, up sharply 
from the 803 million rate for the first 
eight months of the year; 

--aside from autos, retail sales increased 
substantially in October, and November 
appears headed for a similar strong showing; 

--new homes are being constructed at an 
annual rate well over 2 million units. 

On the inflation front, the freeze was almost 
totally successful in stopping increases in wages and 
priceso Wholesale prices for industrial commodities 
declined in both September and October--the first time 
this has happened in almost a decade--and were steady 
in November. The consumer price index rose only one
tenth of one percent in October, the smallest rate 
of increase since April, 19670 
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These positive trends will be reinforced by the 
president's tax proposals aimed to stimulate the 
economy and to reduce unemployment in the United 
States. These proposals are in the final stages of 
Congressional approval. The reduction in personal 
taxes scheduled for January l--some $8 billion--and 
the elimination of the excise tax on automobiles 
will stimulate consumption while the Job Development 
tax credit will stimulate business investment 
expenditures. 

Production, employment, and incomes will, as 
a result of the domestic aspects of the President's 
program, be gaining additional momentum as we move 
into 1972. Real economic growth is likely to be 
more vigorous than at any time over the past five 
years. 

The International Program -- Group of Ten Agrees 
to Dmmediate Trade Negotiations 

When Secretary Connally returned from the Group 
of Ten meeting in Rome last Thursday night, he told 
the American public that progress had been made in 
Rome in two specific areas. The Secretary said: 

"First, in the trade field. I think 
there was a clear recognition that 
negotiations had to begin immediately in 
the trade field, particularly vis-a-vis 
the European community because bilateral 
trade negotiations are now going on and have 
been for some time with Japan and Canada. 
Beyond that I think the second very substan
tial achievement that came out of the G-lO 
meet ing in Rome is the fac t ·we went into 
Executive Session the afternoon of the first 
day and all of the second day--and began 
discussing details on the magnitude of the 
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realignment and the distribution of this 
realignment. Without such discussions, 
I fail to see how any ultimate decisions 
can be reached. We are in the throes of 
those discussions now." 

The agreement of the G-lO to enter into trade 
negotiations immediately is significant. The 
Special Trade Representative, Ambassador Eberle, 
is returning to Europe with a team from State, 
Treasury, and Agriculture, to meet with the 
European Community and to begin intensive nego
tiations. We are, of course, continuing our 
bilateral discussions with the Japanese and 
Canadians. 

Many of our trading partners wanted to postpone 
discussions about trade until the exchange rates 
were negotiated. The U.S. position, which has now 
been accepted, is that the trade questions are an 
integral part of the monetary negotiations. 

Need For a New U.S. Posture -- The Right to Compete 
Fairly Abroad 

The United States can no longer afford to 
maintain a soft posture in the face of unwillingness 
by foreign governments to agree to reasonable reforms. 

At the end of World War II, the United States 
was the wealthiest, most powerful nation on earth. 
A large part of the world was in ruins politically, 
economically, physically, and morally after the 
holocaust that it had just experienced. The United 
States exhibited truly unselfish and generous leader
ship in an effort to bring things back to normal. We 
did this at enormous self-sacrifice o 
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At a time when it made sense for the United 
States to do everything possible to assist our 
former allies and enemies to regain their feet, 
we literally showered U.S. dollars and expertise 
on these countries. The American taxpayer 
accepted the burden of the nearly $150 billion in 
economic and military aid that was made available 
over the past 25 years, for he understood the 
relationship between a prosperous world economy and 
his own well-being. 

But conditions have changed and we now find 
ourselves confronted with an entirely different 
picture. Although the United States is the most 
important free world power, it is no longer the 
only free world power. Other nations are again in 
a position to challenge us economically, militarily, 
and politically. The United States is now one giant 
among sever a 1. 

In taking a new posture, I do not mean to imply 
that the United States is expecting to obtain something 
for nothing. Our friends abroad know us better than 
that. On the other hand, what we do have a right to 
insist on in our future trade negotiations is a fair 
bargain. We insist only on the right to compete 
fairly abroad. 

As Secretary Connally said in Munich last May: 

" ••• no longer will the American people 
permit their government to engage in 
international actions in which the true long
run interests of the U.S. are not just as 
clearly recognized as those of the nations 
with which we deal o " 
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The president and Secretary Connally have served 
notice that the United States is no longer going to 
compete with one hand behind our backo To compete 
fairly abroad, we must have fair access to the 
markets of Europe, Asia, South America, Africa, 
and the rest of the world. 

Restrictions on U.S. Trade 

Our foreign friends complain about the 10% 
additional duty adopted as part of the president's 
new economic program. The 10% duty is a temporary 
measure. It 'will be removed when tangible progress 
has been made in ensuring that the UoS. balance of 
payments position is secure. 

What our foreign friends did not mention in 
their complaints are the barriers they maintain 
against U.S. exports to their countries. These 
barriers take various forms, some of them subtle 
and others are not so subtle o 

Some of our foreign friends maintain quota 
restrictions on computers and other products 'which 
the United States is in a particularly strong posi
tion to export--this notwithstanding the fact that 
there is no balance of payments justification for 
such restrictions o 

Some of our foreign friends apply progressive 
tax rates on automobiles on the basis of horsepower 
ratings and road taxes which are more burdensome for 
larger cars, thereby effectively blocking the more 
heavily powered American automobiles from their 
domestic markets o For example, a Ford Pinto that 
sells for $2,200 in the U.S. sells for more than 
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$5,000 in Japan. Its Japanese competitor, the Datsun, 
sells for less than $2,000 in this country, even with 
the surcharge added. 

The Japanese recently liberalized their quota 
system with respect to the importation of live 
cattle. But when they did, they put a tariff of 
$135 on calves,which is equivalent to the total 
value of a 300-pound calf. 

Japan, 'which was allowed to maintain quotas for 
balance of payments reasons when it entered GATT, 
still retains these quotas--this despite an economic 
recovery which is commonly referred to as the Japanese 
miracle. 

Is this equitable at a time when Japan is 
increasing its reserves by a billion dollars a 
month--at a time when their exports this year ran 
25 percent above what they were in 1970--at a 
time when they have foreign asset reserves of 
$14.1 billion, the second highest in the world? 

But it was not only the Japanese with whom 
we had such imbalances or discriminations. It is 
for this reason that we could no longer remain 
silent while European countries systematically 
limited access of Japanese products to their 
markets, thus encouraging Japan to overemphasize 
dependence on U.S. markets for her exports. 
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Some of our foreign friends arbitrarily increase, 
purely for Customs valuation purposes, the appraised 
value of American imports. The increased duties 
collected as a result of this practice are hardly 
calculated to encourage international trade. 

We could no longer remain silent in the face of 
arbitrary restrictions on UeS. agricultural exports 
to the heavily populated continent of Europe, and to 
the Common Market in particular. 

We could no longer remain silent while the Common 
Market extends special trade preference arrangements 
to country after country which is not a member of the 
Common Market. 

We could no longer remain silent while the Common 
Market seeks special preferences from these same 
countries 0 

We could no longer remain silent while countries 
discriminate in credit and payment terms between domestic 
and imported products, and grant more favorable interest 
rates for export credits than for import credits. Such 
practices effectively block foreign competition and 
provide artificial barriers to protect domestic production. 

We have heard, from our good and valued neighbor to 
the north, a great deal about the "unfairness" of the new 
economic policy from their standpoint. But what they 
tend to overlook is that the $600 million trade surplus 
we enjoyed with them in 1965 has, largely as a result of 
our concessions to them, been transformed into a U.So 
trade deficit of $106 billion. 

Notwithstanding the balance of trade which is now 
s? favorable to our neighbor to the north, they are less 
l~beral than the United States in granting exemptions to 
returning tourists. 
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To the south, Mexico is preventing its citizens 
from crossing the border for duty free shopping in 
the United States. 

It is interesting to note that a temporary surcharge 
is not a new deviceo The French in 1955, the Canadians 
in 1962, and the British in 1964, used it, on a 
temporary basis, to redress serious balance of payments 
difficulties that they could no longer tolerate. And 
that is exactly what we have done. 

Let me make it clear again that we are not seeking 
special treatment for the United States. We recognize 
that some of our practices are regarded by other countries 
as discriminatory. We do not pretend to be blameless in 
this regard. 

That is why it is significant and heartening to be 
able to say that multilateral trade negotiations with 
the Common Market are Lmminent. They compliment 
bilateral tr.ade discussions that have been in progress 
with Japan and Canada. Hopefully, these discussions 
will lead to freer and more equitable trade among 
nations--a prime requisite for world peace. 
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A Bright Future 

The President has made it clear that he intends to 
meet the challenge of the future by stimulating our 
economy to ensure our continued efficient and competitive 
position in the world. This means that inflation and 
unemployment in the United States will be reduced while 
investment in new plants and equipment by the private 
sector are stimulated. 

While building this stronger economy at home, we 
must remain outward looking and international in our 
initiatives overseas. This Administration is committed 
to such a course o 

As Secretary Connally said recently when he addressed 
the Economic Club of New York: 

l~e do not intend to become provincialo 
We shall not resort to protectionism. We shall 
carry our burdens on the international scene. 
But to do so it is essential to attain an 
equilibrium in our overall financial balance 
with the rest of the world. We seek no 
advantage of others. We propose to suffer no 
disadvantage. We seek a balance which will be 
to the benefit of all the nationso" 

*** 
l~t stake are not narrow or selfish 

economic goals; beyond a fair balance of 
opportunity, we seek none o The basic issue 
is much broader. It is nothing less than 
rebuilding the economic foundation for 
promoting economic development, military 
security, and the free flow of commerce. 
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UT(Q) fail in out' f~ffiJ~,t would h~: t@ 
fail not only as an Admini5tration", nil'V'F 
even &l~ a Nation8 At stak~ ig nothi.ng 
less than the foundation for the fr~edom 
and secu~ity of this generation} and 
those th8.t follow .. e~ 

secretary Connally, on hl~ ~eturn trom th~ G",10 
meeting in Rome, reported that the position taken by 
the United States was a position not. of a prQte("ti,cni.st 
nation but of a nation that is very outgoing, that 
obviously was interested in trade expansion and in the 
settlement of the international monetary problems in 
order that trade expansion might occur; and that the 
attitude of the United States was far more expansionary 
in terms of world economics than that of any other 
nation at the table o 

All Americans and all countries must be willing to 
make the necessary sacrifices and, as a result, all 
Americans and all countries will be beneficiarieso 

What we seek are the conditions that will encourage 
freer and fairer trade throughout the entire world, 
develop growing domestic enterprise and employment, and 
insure these gains against the erosion of inflation. 

"A Full Generation of Peace. o.A New Prosperity Without War" 

Let me close on a broader note. 

Implicit in everything the President does is his 
dedicated pursuit of peaceo His objective is a new 
prosperity without war, a full generation of peace. 

Indeed, the achievements which I am confident will 
flow from his new economic policy will be a major factor 
in leading historians of this century to refer to 
Richard Nixon as the Peace President. 
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Let me tell you why: 

1. He is bringing to an end the war in Vietnam in 
a manneI.~ that wi.ll ensure a lasting peace. Since he has 
come to office, the troop levels in that country have 
already dropped over 65 percent from 542,000 in January, 
1969, and will be reduced, by over 400,000 to 139,000 by 
February 1, 1972. The casualty rate has dropped 
dramatically .. 

2. Yesterday, the president met with Prime Minister 
Trudeau of Canada to start an histori~ round of summit 
conferences. He will meet in the coming weeks with 
President Pompidou of France, Britian's Prime Minister 
Heath, Chancellor Brandt of Germany and Prime Minister 
Sato of Japan Q 

3. On February 21, 1972, the President 'will embark 
on a journey to Peking to begin a dialogue with a 
government which represents nearly one quarter of the 
world's population. 

4. He will also be the first President to visit 
Moscow. 

5. The Strategic Arms Limitation Talks with Russia 
will accomplish further meani.ngful progress toward world 
peace. 

6., During his Administration, the Four Powers 
were able to reach an historic agreement on the status of 
Berlin, a potential tinder box for 25 years a 

7. Through president Nixon's initiative and 
leadership, the Middle East is in the second year of 
cease fire. 
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These specific actions comprise only the better
known part of President Nixon's foreign policy which is 
leading the nation and the world in a transition from 
periodic wars to a full generation of peace for all 
mankind. 

His new economic policy advances this goal of 
highest priority. As the President has said, "No goal 
could be greater than to make the next generation the 
first in this century in which America was at peace 
with every nation in the world." 

000 
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Statement of John R. Petty 
Assistant Secretary for International Affairs 

Before the Subcommittee on Africa 
of the House Foreign Affairs Committee 

2:00 p. m., December 7, 1971 

Mr. Chairman, and Members of the Committee: 

I understand that you wish to hear from me today 

mainly on four matters concerning U. S. contacts with 

South Africa: 

C-212 

First, our foreign investment there, and 

the extent to which it's subject to federal 

supervision. 

Second, gold--and more specifically how the 

role of gold in the international monetaty system 

has been affected by the President's new economic 

policies, how we see that role evolving in the 

future, and what the impact will be on South 

Africa as a leading world producer of gold. 

Third, U.S. tax treatment of income earned 

on investments in South Africa, and what we judge 

its consequences to be. 



And finally, Section 1307, Title 19, of the 

United States Code--the so-called convict labor 

statute--and its applicability, as administered 

by the Bureau of Customs, to U.S. imports from 

South Africa. 

I shall comment briefly in turn on each of these 

matters in my prepared remarks. 

Foreign Investment 

2 

You have already received testimony on the broad 

aspects of foreign investment in South Africa from Assistant 

Secretary Scott of the Department of Commerce. We under

stand that foreign direct investment there now totals in 

the neighborhood of $5 billion. The U.S. share, as of 

the end of 1970, is estimated to be $860 million--about 

15 percent of the total. The nation with the largest 

amount by far is the United Kingdom. 

Department of Commerce data shows that roughly 

fifty percent of the total U.S. investment in South Africa 

has gone into manufacturing. Petroleum accounts for about 

20 percent and mining 10 percent, with the remaining 20 

percent being dispersed in other sectors. We have no 

data on the sectoral breakdown of investment from other 

Countries. 
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While South Africa remains one of the largest 

recipients of U. S. investment on the African continent 

(being surpassed by Libya however), in recent years U.S. 

investment going to the developing countries of Africa 

has risen much more rapidly. Whereas South Afri~a is 

estimated to have had approximately 33 percent of U.S. 

investment in Africa in 1960, the percentage has now 

fallen to about 25 percent. 

South Africa has been treated as a developed 

country under the U. S. foreign direct investment program 

which regulates private capital flows for balance of 

payments purposes. In other words, it is classified in 

Schedule C, the most restrictive of the three Schedules 

designated under that program. As with other developed 

countries, we feel that the principal effect of the 

program has been to limit U.S. source financing of American 

direct investment in South Africa rather than the aggregate 

amount of the investment. It appears to have been quite 

effective. For the last three years for which data is 

available the net outflow of new capital from the U.S. to 

South Africa has been irregular. It amounted to only 
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$6 million per year in both 1968 and 1969. In 1970 it 

rose to $44 million, but this was still exceeded very 

substantially by a return flow of $78 million in earnings 

to the U.S. in that year. 

I should point out too that South Africa is subject 

to the Interest Equalization Tax. South African borrowers 

have raised little or no capital in our financial markets 

since this tax was imposed eight years ago. 

The Administrationk attitude and policy towards 

direct investment in South Africa within the general 

framework of these balance of payments controls was outlined 

for you by Mr. Scott. It is neither to encourage nor discoura 

I should add just a word specifically on U.S. 

investment in Southwest Africa, which in amount is 

relatively small. The u.S. gives full support to the 

U.N. Resolution of 1966 which terminated the League 

of Nations Mandate giving South Africa control of this 

territory. Accordingly, a policy was adopted in May 1970 

under which the Departments of State and Commerce specificsll 

discourage U.S. investment in Southwest Africa by making 

clear to potential investors that they could expect no 

assistance from the u.S. Government in defense of investmentS 

there based upon rights acquired from the South African 

government after passage of the 1966 U.N. Resolution. 



Gold 

On the subject of gold, I shall begin with 

reference to the situation as it existed prior to the 

two-tier understanding reached among the G-lO countries 

in March of 1968, and then comment briefly on more recent 

events. Prior to March 1968 the U.S. and other nations, 

by standing ready to sell gold through the London gold 

pool, prevented the price of gold in the private market 

from rising much above the official price of $35 per 

ounce. At the same time, the willingness of nations to 

accept new gold into their official reserves in effect 

prevented the private market price from falling below $35 

per ounce. 

With the two-tier arrangement agreed upon in March 

1968 this situation came to an end. The official gold 

holdings of nations and the private market were separated. 

Both the ceiling Over and the floor under the price in 

the private market were removed. 

Following the two-tier understanding, an agreement 

was then reached with South Africa within the framework 

of the IMF. Pursuant to this, South Africa in eSsence has 

5 
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agreed to sell its newly mined gold into the private 

market in an orderly manner. During 1971 all newly mined 

South African gold has been sold in this fashion. It has 

contributed, I think, to a generally orderly gold market 

and lower prices than would have prevailed had South 

Af~ica been free to withhold gold sales and manipulate 

the market as it saw fit. At the present time South 

Africa accounts for almost 80 percent of the newly mined 

gold in non-Communist countries~ 

The only circumstances in which newly mined gold may 

n~~ be sold to monetary authorities by South Africa is 

if the market price should fall below $35 per ounce, and 

then only to the extent South Africa needs foreign exchange 

to meet a balance of payments deficit. To date this 

provision has had practical effect for only about 2 

months during the first quarter of 1970. 

Sales to the IHF or other monetary authorities are 

now being made only f=om South African official reserve 

stocks of gold and are also limited to the nation's 

foreign exchange need. In the first half of 1971, $105 

million was sold to the IMP under this formula and none 

so far in the second half, except for payment of South 

Africa's own quota increase of $30 million. Total monetaq 
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sales in 1971 through September were $155 million. 

The suspension of dollar convertibility into gold 

by the U.S. as announced by President Nixon on August 15 

has not affected the operation of the agreement with 

South Africa and the two-tier gold system. South Africa 

has continued to sell its newly mined gold into the market. 

On Monday the private market gold price was $43.975 per 

ounce--about the same as the high reached in early August 

prior to announcement of the new U.S. economic measures 

($43.94 per ounce). 

As to the future of gold in the international 

monetary system, there is rather little that can be said 

right now. While we are hopeful for an early agreement 

on exchange rate realignment and other related measures, 

longer term reform of the international monetary system 

will require extended study and discussion. This has 

just begun; it is impOSSible therefore now to predict 

the exact shape that the new system will take. 

I can make quite clear, however, that we believe, 

as many other nations do also, that the role of gold in 

the system should be reduced, U not eliminated. Nothing 
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which has occurred in our discussions with the Finance 

Ministers of the other G-lO countries in recent days and 

weeks is inconsistent with this view. We contemplate no 

substantial influx of new gold for the future into the 

world monetary system. Gold newly mined we expect will 

continue to mOve into the private market. I would not 

wish to venture any prediction on what will happen in 

the long run to the price of gold in that market. It 

will depend, of course, on a great many demand and supply 

factors. The de-emphasis of gold we seek in the inter

national monetary system, however, should be an influence 

working in a downward direction. 

Taxation 

I turn now to taxation. There are no special 

provisions in the U.S. Tax Code which either encourage 

or discourage investment in South Africa. There are 

income and estate tax treaties between the two countries 

which were Signed around the beginning of 1947 and 

finalized through exchange of ratifications in 1952. 

These treaties in many respects are similar to those we 

have with other countries. They provide a measure of 
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certainty to U.S. individuals and businesses as to the 

tax consequences of their activities in South Africa and 

help create a more receptive climate there for U. S. 

investment. Thetreaties also provide relief from double 

taxation. 

Many benefits normally provided under our tax 

agreements with other countries, however, are not applicable 

in the treaties with South Africa. The income tax treaty 

is unusual, for example, in that it does B2! provide for 

a reduction in South African taxes on interest, dividend 

or royalty income paid to the U.S. on American-owned 

investments or in U.S. taxes on such payments to South 

Africa. In fact, neither treaty provides any reduction 

in effective tax rates for investors of one country in 

the territory of the other below those to which they 

would be subject in the absence of the treaties. 

Here again I should make specific mention of 

Southwest Africa. In view of the illegality of South 

African control of this territory under the 1966 Resolution 

of the United Nations, we believe there is a question as 



to whether taxes imposed and collected by the South 

African government on income earned in Southwest Africa 

can properly be considered taxes under U.S. legislation 

for purposes of granting a foreign tax credit. 

Convict Labor Statute 

10 

This brings me then to the convict labor statute 

(Section 1307, Title 19, U.S.C.). This statute in 

essence prohibits the importation into the U.S. of goods 

produced by prison labor where the work is performed as 

a result of coercion and without reasonable compensation. 

I am advised by the Bureau of Customs that since this 

statute was enacted in 1930, one case involving South 

Africa has come up under it, and it was promptly resolved 

to the satisfaction of u.s. authorities. 

This case arose from the discovery in 1965 that 

small amounts of deciduous fruit--I believe peaches-

grown on South African farms employing prison labor was 

being imported into the U.S. The Bureau of Customs, with 

the cooperation of the South African Deciduous Fruit Board, 

thereupon developed procedures utilizing a Certificate of 

Origin and a numbered coding system to 
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assure that there would be no further shipments to the 

U.S. of fruit produced on the farms where convict labor 

was employed. The procedures then adopted are still in 

effect; Customs has had no difficulties with them; and is 

satisfied that they have been and are effective in 

accomplishing the intended purpose. In addition, we 

understand that the Department of State has urged upon 

the South African government that the use of pri80n labor 

on South African farms be abolished. 

* * * * * 
Before turning to questions, Mr. Chairman, I wish 

briefly to underline that President Nixon has made 

abundantly clear that this Government abhors the racial 

policies of the South African regime. He has emphasized 

too that it is our policy to encourage that regime, in 

whatever way we can, to change those policies. There is 

much, I believe, that we can effectively do--first and 

foremost by our own example in working towards the rapid 

elimination of all aspects of racial discrtmination here 

at home. 
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We must recognize, though, that South Africa is a 

separate and sovereign nation, and that there are severe 

limits on the influence which we can bring to bear there. 

We must do what we can. But it is important that we 

avoid gestures which--no matter how right and justified 

the moral indignation they represent--would not effectively 

serve the purpose intended, and might rather impede 

progress towards more humane conditions. 

I would now welcome any questions, Mr. Chairman, 

which you or other Members of the Committee wish to 

address to me. 



news Pay Board 
RELEASE 

PB-14 

Office of Public Affairs 
Room 8316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202·254-8500 

FOR ll1MEDIATE RELEASE December 7, 1971 

Pay Board Chairman George H. Boldt today announced the appointment 

of a 3-man ad hoc Committee on Executive Compensation. 

Chairman of the ad hoc Committee is Sheldon Cohen, of the law 

finn of Cohen and Uretz of Washington, D.C. Mr. Cohen) a former 

Coomissioner of Internal Revenue, will also represent the public 

members of the Pay Board. 

The other two members of the ad hoc Committee are A. B. Slaybaugh, 

Vice President of the Continental Oil Company, representing the 

business members of th~ 30ard; and Abraham Weiss, Direc tor of Researcl 

for the International Blvtherhood of Teamsters, representing the labor 

members of the Board. 

The ad hoc Committee will make recommendations in the area of 

Executive Compensation to the Pay Board. 
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Price. . 
Commission 

FOR RELEASE AT 4:30 P.M. 

news 
Office of Public Affairs 
Room 7316 
2000 M Street, N. 'N. 
Washington. D.C., 20508 
Phone: 202·L54-8540 

December 7, 1971 

The Price Commission approved today a request from U.S. 

Steel Corporation for an overall average price increase of 3.6% 

for its steel mill products from now until August 1, 1972. 

Price Commission Chairman C. Jackson Grayson said, IIThis 

action in a major basic industry should help to stabilize the 

general price structure and at the same time permits the company 

flexibility in pricing its steel mill products." 

RELEASE #31 



news 
RELEASE 

FOR IMMEDIATE RELEASE 

Pay Board 

PB-1S 

Office of Public Affairs 
Room 8316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202·254-8500 

December 7) 1971 

The Pay Board today formally granted to the Internal Revenue Service 

authority to determine in certain instances whether retroactive pay may be 

granted. The criteria are defined in the December 7, 1971 issue of the 

Federal Register. 

As previously announced by the Pay Board, retroactive pay may be 

granted if: 

(a) An employer raised prices of his products or services prior 

to August 16, 1971 in anticipation of increases to be paid after 

August 15, 1971, or 

(b) \~ere a wage and sa1a~y agreement, pay schedule, or practice 

adopted after August 15 succeeded an agreement or practice that ter-

minated prior to August 16 and retroactive payment had been agreed to 

prior to November 14 or had been an established practice, or 

(c) In certain circumstances applicable to tandem agreements. 

Since the Pay Board informally announced criteria for retroactivity 

under tandem agreements, it extended from 30 to 90 days the grace period 

following expiration of basic agreements. 

Regulations published in the December 7 issue of the Federal Register 

also confirm previous rulings that employees receiving less than $2 an 

hour straight time may receive retroactive pay for services performed dur-

ing the freeze period and that employees may receive one-time fringe bene-

fit increases which came due during the freeze period. 
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EXECUTIVE OFFICE OF THE PRESIDENT 

LlVIH6C~'~C'r ne s 
Office of Pub lic Affairs 
Room 812 

FOR RELEASE 6:30 A.M. EST 
Wednesday, December 8, 1971 

Washington, 0 C 20416 
Phone 202·254·3010 

The Cost of Living Council announced today that firms in the 
prenotification category need not ask the Price Commission in advance 
to make adjustments that reflect sharply shifting raw material costs. 
At the same time, the Council said those firms must meet certain 
requirements and obtain Price Commission advance permission to use 
the new procedures. 

In applying for Price Commission approval to adopt the procedures, 
firms must show: 

A historic pattern of selling prices following raw 
material prices within 30 days. 

A historic pattern of frequent market price fluctuations. 

The increase in raw material price is significant in that 
it will result in an unbearable cost to the firm. 

Its pattern of buying raw materials is such that it cannot 
provide more than 30 days protection from market fluctuations. 

A firm may apply to use the procedures if the selling price of a 
product customarily responds immediately and directly to frequent 
fluctuations in the market cost of a significant raw material. The 
increase in prices can reflect only the extent to which the raw 
material has increased in cost. Firms that increase their prices under 
this policy are required to adjust prices downward to reflect any later 
reductions in the costs of raw materials, but would not be required to 
reduce prices below their base price. 

An uimmediate" increase is one that a firm customarily puts into 
effect within 30 days after learning of an increase in raw materials. 
A "direct" change is one where the amount of change in the selling 
price customarily corresponds closely to the change in the cost of 
~he raw material. A "significant" raw material is. one ;n which the 
lncrease in cost would cause an unbearable hardship on the firm. 

CLC-40 
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The Price Commission had stated on November 22 that adjust~ents 
to pass on price increases in raw or partially ~rocessed agricultural 
or seafood products could be Inade without prenotificbtion, when these 
costs to the processor accounted for more tllan one-third of the 
selling price. 

The new procedures announced today address the problem in a 
broader context, and supersede the statement issued earlier. 

000 



FOR PJ:LEASE - ';:30 A.r<1., E.S.T. 
Hednesday~ December 8, IS"'l 

EXECUTIVE OFFICE OF THE PRESIDENT 

COSIOFnews LIVINO COUNCIL 
Office of Pub lic Affairs 
Room 812 
Washington, DC 20416 
Phone: 202-254-3010 

The Cost of Living Council ruled toda,v that certain price increases 
representing a return to normal prices w:ill not have to be prenotified 
and approved. The effect of the ruling and other action taken b;r the 
Price Commission is that. marketers a.re not bound by special sales 
promotions in establishing base prices that prevailed during the 
August-November freeze period of the Economic Stabilization Program. 

Base prices are the levels taken into account by the Price Com
mission in reviewing requests for increases. 

The Council approved the recommendation of the Price Commission 
on November 30 to waive the requirement that retailers &nd suppliers 
give advance notice and obtain approval of price increases at the 
closeout of temporary promotional campaigns. The Council's acti.on 
ccmplements the Comrnission' s decision that such short-tenn inducement.s 
offered by retailers and allowances by their suppliers need not be 
included in determining base prices. 

Inducements and allowances defined as temporary are those announced 
before August 1 c; and intended to be in effect no more than 01 days, 
the Price Comrnission has said. Inducements and allowances which were 
continued in effect longer than intended due to freeze or post-freeze 
regulations may be considered as temporary and may be excluded from 
base price calculations. 

The Council said the ruling would correct an inequi ty caused by 
the timing of the freeze. v;r:.,i1e changes renresenting a return to normal 
prices need not be prenotif:i.ed to the Price Comrn:ission or anproved in 
advance, they must he i:1c11.1ded in quarterl:l reports ttat finns WiV1 
annual sales of telO million or more must file with the Commission. 

000 
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MEMORANDUM FOR THE PRE S:= J ~ 

From: C. E. Brum1ey~ December 8, 1971 
Special Assistant to the Secretary 

(Public Affairs) 

PRESS ARRANGEMENTS: GROUP OF 10 

The Group of 10 meeting on December 17 and 18 will be held 
at the Smithsonian Institution's red-brick building, 
1000 Jefferson Drive, S.W., on the south side of The Mall. The 
Press Working Room will be in the adjoining Arts and Industries 
Building. A press lounge will be in the 1000 Jefferson Building, 
but no press facilities (phones or TV lines) will be allowed in 
this main building. 

Accreditation will be handled by Charles Arnold, Treasury, 
telephone 964-2041. 

Press wishing to order private telephones should contact 
C & P Telephone Company's business office (637 -9900) immediately. 
Because of the limited time for arrangements, it would help if 
you also notify the Communications Officer of Smithsonian --
John Moreci, 381-6363 so he can be sure your telephone gets 
installed in the pres s room. 

Cable and telegraph facilities will be installed at the 
press room, and a limited number of pay telephones will be 
available there. 

000 



The Department 01 the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

FOR IMMEDIATE RELEASE December 8, 1971 

TREASURY ISSUES DUMPING FINDINGS WITH RESPECT TO 
CLEAR SHEET GLASS FROM ITALY, FRANCE, AND WEST GERMANY 

The Treasury Department announced today that it has issued 
dumping findings with respect to clear sheet glass from Italy, 
France, and West Germany. The findings will be published in 
the Federal Register of December 9, 1971. 

On August 2, 1971, the Treasury Department advised the 
Tariff Commission that clear sheet glass from Italy weighing 
over 16 ounces per square foot and clear sheet glass from 
France and West Germany weighing over 28 ounces per square 
foot were being sold at less than fair value within the 
meaning of the Antidumping Act, 1921, as amended. 

On November 3, 1971, the Tariff Commission issued deter
minations that an industry in the United States is being 
injured by reason of the importation of clear sheet glass 
from Italy weighing over 16 ounces per square foot and clear 
sheet glass from France and West Germany weighing over 28 
ounces per square foot sold, or likely to be sold, at less 
than fair value within the meaning of the Antidumping Act, 1921, 
as amended. 

After these determinations, the finding of_dumping auto
matically follows as the final administrative requirement in 
antidumping investigations. 

During the period from January 1970 through August 1971, 
approximately $4.5 million worth of clear sheet glass weighing 
over 16 ounces per square foot was imported from Italy. From 
January 1970 through August 1971, imports of clear sheet glass 
weighing over 28 ounces per square foot from France and West 
Germany were valued at roughly $1/2 million and $3 million, 
respectively. 

# # # 
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Price. . 
Commission 

AILY DECISION REPORT - DECEMBER 7, 1971 
OR RELEASE AT 1:00 P.M. 
: 

&me of Company 

I. Case Company 

MF, Inc., Western 
Tool Division 

nterlake Corp. 

lOW Jones & Company 
Wall Street Journal 
National Observer 

ational Cash Register 
Company 

'ilson Certified Foods, 
Inc. 

~nnecott Company 
Peabody Coal Company 

:astern Gas & Fuel Company 
Eastern Associates Coal 
Company 

:ontinental Oi 1 Company 
Consolidation Coal 
Company 

merican Metals Climax 
Company 
Aryshire Coal Company 

eneral Dynamics Corp. 
Freeman Coa 1 Company 
United Electic Coal Co. 

APPROVALS OF PRICE INCREASES 

% Increase 
Sought 

5.6 

6.6 

7.23 

5.5 
5.0 

1.8 

0.5 

8.45 

7.25 

7.09 

6.2 

8.0 
7.3 

% Increase 
Approved Product Line 

5.6 Construction 
Equipment 

6.6 Lawn & Garden 
Equipment 

7.23 Steel Strapping 

5.5 Newspaper 
5.0 Advertising 

1.8 Maintenance on 

0.5 

4.99 

4.07 

4.36 

4.18 

4.40 
4.49 

(MORE) 

Selected 
Equipment 

Meat Products 

Coal 

Coal 

Coal 

Coal 

Coal 
Coal 

Office of Public Affairs 
Room 7316 
2000 M Street, N.W. 
WashinJlon, D.C., 20508 
Phone: 202·254-8540 

DECISION LIST - #10 

% Revenue Increase 
for Firm 

2.6 

0.25 

0.97 

0.49 

0.23 

0.47 

1.14 

1.80 

0.56 

0.42 

0.092 
0.047 



Name of Company 

Pittston Coal Company 
Clinchfield 
Badger 
Buffalo 
Feds Creek 
Jewel Ridge 
Kentland-Elkhorn 
Ranger 
Sewell 
Amigo Smokeless 
Eastern Coal 
Snap Creek 
Elkay 

Standard Oil of Ohio 
Old Ben Coal 

PAGE 2 OF 2 PAGES 

% Increase 
Sought 

% Increase 
Approved Product Line 

% Revenue Increase 
for Firm 

8.92 
7.13 
6.21 
6.16 
5.35 
5.66 
6.36 
5.59 
6.61 
9.36 
6.84 
6.90 

6.71 

4.48 
4.31 
3.92 
3.54 
2.89 
3.47 
3.99 
3.29 
2.99 
4.93 
4.04 
3.50 

4.18 

Coal 
Coal 
Coal 
Coal 
Coal 
Coal 
Coal 
Coal 
Coal 
Coal 
Coal 
Coal 

Coal 

OTHER COMMISSION ACTION 

0.5 
0.06 
0.06 
+ 

0.03 
0.02 
0.03 
0.07 
0.01 
2.54 
0.01 
0.02 

0.2 

Under Section 300.203 of the Price Commission Regulations: 
United Press International established for the record that it had contracts prior to 
August 15 which would allow it to increase prices 10% and 5.6% on selected services. 

Georgia Pacific Corp. established for the record that it had contracts prior to 
August 15 which would allow it to increase prices 4.1% on hardwood furniture; 1.4%, 
Appalachian Hardwood; 0.8%, Southern Hardwood; 1%, Southern Pine; and 2.2%, Redwood. 

REMARKS: Coal Company increases are based on a 5.5% pass through of labor costs plus 
funds to replenish major deficiences in the welfare fund which are necessary to protect 
the pensions of workers already retired. 

Other price increases are based on labor and material cost increases plus productivity 
adjustments. 

Total Approvals 102 

Total Denied 2 

+Less than 0.01% 

000 



Price 
Commission. 

DAILY DECISION REPORT - DECEMBER 8, 1971 

FOR RELEASE AT 1 :00 P.M. 

news 
Office of Public Affairs 
Room 7316 
2000 M Street, N.W. 
Washington. D.C., 20508 
Phone: 202·254-8540 

DECISION LIST #11 

APPROVAL OF DECISIONS 

% Increase 
flame of Company Sought 

U.S. Steel 3.6% 

A.O. Smith Corp. 1.6% 

Hoover Ball & Bearing 3.31% 

~eere & Co. 4.82% 

% Increase 
Approved 

3.6% 

1.6% 

3.31% 

*4.56% 

% Revenue 
Increase 

Product Line For Firm 

Steel Mill Products 3% 

Auto-Truck Chass is. 076% 
Component Parts 

.14% 

Agricultural and 4.5E% 
Industrial Tractors 
and Equipment, Lawn 
and Garden Equipment, 
and Service Parts 

* Corrected item from Decision List #8, December 3, 1971 

[ElETE Interlake Corp. from Approvals on Decision List #10, December 7, 1971. 
Clerical error. The Commission has not acted. Total approvals for 
December 7 should read 101. 

rOTAl APPROVED 104 

lOTAL DENIED 2 



Price 
Commission 

FOR RELEASE AT 1:00 P.M. 

PRE-NOTIFICATION REPORTS, DECEMBER 6, 1971 

Name of Company 

The Stanley Works 
Hardware Division 
Tools Division 

New Britain, Conn. 

Carborundum Co. 
Latrobe, Pa. Plant 
Coated Abrasives Division 

Carborundum Co. 
Pangborn Division 
Carborundum Co. 
Pangborn Division 
Pangborn Division 

Niagara Falls, N.Y. 

Lehigh Portland Cement Co., 
Ready Mix Concrete Plant 

Dade County, Fla. 

Beatrice Foods Co. 
Chicaqo t Ill. 

Royal Crown Bottling Co. 
Louisville, Ky. 

Brillion Iron Works, Inc. 
Brillion Iron Works, Inc. 
Brillion I ron lVorks, Inc. 
Brillion Iron Works, Inc. 
Brillion Iron \vorks, Inc. 
Brillion Iron Works, Inc. 
Brillion Iron Works, Inc. 
Brillion Iron Works, Inc. 
Brillion Iron Works, Inc. 
Brillion Iron Works, Inc. 
Brillion Iron Works, Inc. 
Brillion Iron Works, Inc. 

Brillion, Wise. 

'+tess than 0.01% 

% Increase 
Sought 

6.16 
5.0 

2.51 
3.7 

4.45 
4.1 
4.23 
1.41 
1.41 

8.9 

7.69 

2.87 
4.68 
4.5 
5.1 
5.9 
5.5 
5.8 
4.81 
4.7 
5.1 
4.13 
4.67 
4.55 

(MORE) 
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news 
Office 01 Public Affairs 
Room 7316 
2000 M Street, N.W. 
Washincton, D.C •• 20508 
Phone: 202-254-8540 

PNR #14 

Product 
Line 

% Revenue Increase 
For Firm 

Hardware 
Tools 

Coated Abrasives 

Molten Metal PiDes 
Steel Shot & Grit 

Ready Mix Concrete 

Pkgs. of Edible Nuts 

Bottled Beverages 
Gray Iron Castjngs 
Iron Castings 
Iron Castings 
Iron Castings 
Iron Castings 
Iron Castings 
Gray Iron Castinqs 
Iron Castjngs 
Iron Castings 
Iron Castings 
Iron Castings 
Iron Castings 

1.0 
1.4 

.04 

.03 
.3 

.10 

.02 

0.4 

.05 

+ 
+ 
+ 
+ 

.01 
+ 
+ 
+ 
+ 
+ 

.01 
+ 
+ 



PNR #14, Page Two of Four 

Name of Company 

Beatrice Foods Co. 
Chicago, Ill. 

Royal Crown Bottling Co. 
Royal Crown Bottling Co. 

Louisville, Ky. 

% Increase 
Sought 

6.92 
2.25 

Northeast Cold Storage Corp. 10. 
Portland, Maine 

The Snow Co. 
Homemaker Ind. 
Homemaker Ind. 
Homemaker Ind. 

Chicago, Ill. 
Shedd,Louisville, 
Shedd-Bartusch 

Louisville, Ky. 
Bond Pickle 

Chicago, Ill. 
LaChoy Foods 

Ky. 

Archibald, Ohio 
Liberty Cherry & Fruit 
Ybarre-Beatrice SA 
Switzes Licoria 

St. Louis, Mo. 
Mercury Screw Co. 
James H. Rhodes & Co. 
James H. Rhodes & Co. 

Wyman-Gordon Co. 
. Worchester, Mass. 

The Carborundum Co. 
Abrasives Div. 
Electro Mj.nerals Div. 

Niagara Falls, N.Y. 

Co. 

4.02 
6.29 
5.5 
5.26 

2.73 
.6/ 

9.5 

4.01 

2.30 
5.69 
3.37 

6.69 
7.0 
0.9 

3.3 

3.3 
2.8 

2.5 

Product 
Line 

% Revenue Increas 
For Firm 

-~----

Bottled Beverage + 
Canned Beverages + 

Potato Storage Rates + 

Comforters 
Sleeping Bags 
Bedspreads 

.01 
+ 

.01 

.Ol 

Peanut Products & Prune Juice.Ol 
Peanut Butter & Prune Juice + 

Bond Pickles 

Food 

Marischino Cherries 

Licorices 

Metal Products 
Steel Wool 
Steel Wool 

Forging 

Bonded Abrasives 
Chemical Products 

Industrial Products 

.02 

.07 

.01 

.01 
+ 

.01 

.01 
+ 

1.0 

0.4 
+ 

.03 Electro Minerals Div. 
Electro Minerals Div. 4.1 Wheel & Coated Products .02 

Great Falls, N.Y. 
Flux Tubes 

Niagara Falls, N.Y. 

Purex Corp. 
Burbank Engine Div. 

Burbank, Calif. 

Alan Wood Steel Co. 
Conshobocken, Pa. 

Beckman Instruments 
Fullerton, Calif. 

+Less Than .01% 

4.04 Flux Tubes + 

1.8 Engines 0.1 

10. 2.8 

3.85 3.2 

(MORE) 



-arne of Company 
% Increase 

Sought 

nerican Telephone & Telegraph Co. 2.0 
New York, New York 

exaco, Inc. 
New York, New York 

)uthwest Forest Industries 
Snowflake, Arizona 

lIerican Crystal Sugar Co. 
Denver, Colo. 

:Donald Products Corp. 
Insilco, Corp. 

Meriden, Conn. 

een Giant Co. 
Schwergers Meat Co. 

Minneapolis, Minn. 

~l Monte Corp. 
San Francisco, Calif. 

)water Sales Co., Inc. 

E. Corp., The 
H.D. Lee Co., Inc. 

·ess Than .01% 

6.098 

5.29 

4.88 

3.9 

0.89% 

3.3 

5.0 

1. 75 

PNR - Page 3 of 4 

Product 
Line 

% Revenue Increase 
For Firm 

Telephone Directory .08 

Fuel Oil .02 

Newsprint 2.8 

Beet Sugar 3.9 

2.6 

+ 

Tomato Catsup 0.1 

Paper Newsprint 4.6 

0.8 

!rcentage price increase for the following companies lS not readily 
>parent in form submitted, requiring further analysis: 

Name of Company 
msolidated Dairy Products Corp. 

Product Line 
Milk 

le following firms and public utili ties have made submissions under 
~gulations governing regulated industries and utili ties. Commission 
~tion will be reported as it is taken. 

Name of Company 
mth Central Bell 
lshville, Tenn. 

luthern Bell 
:lanta, Ga. 

:e Toledo Edison Co. 
Iledo, Ohio 

MORE 

Product Line 
Communications 

Communications 



Name of C~mpany 
Columbia Gase of Ohio 
Columbus, Ohio 

No. Applications Submitted 12/6 
No. Firms 12/6 
Total Applications to Date 
Total Firms to Date 

Total Applications Approved to Date 

Total Applications Denied to Date 

59 
17 

619 
490 

102* 

2 

*Includes corrected figure for 12/6 report. 

PNR Page 4 of 

Product Line 



Price 
Commission 

FOR RELEASE AT 1:00 P.M. 

PRE-NOTIFICATION REPORTS, DECEMBER 7, 1971 

Na:me of Comnany 

Teledyne, Inc., Vasco 
St~el, Latrobe, Pa. 

Container Corp. of 
America, Chicago, Ill. 

American Crystal Sugar Co. 
Denver, Colo. 

National Sta~dard Co. 
aUGhanan Steel Division 
Niles, Hichigan 

Int:ernationa.1 Paper 
CqIl)pany, N~w Y,or~, N. Y. 

Sheller - Globe Corp. 

Westmoreland Coal Co., 
Roda Brand 1vtetal 
W~Qtz ~Ietallur9ical 

% Increase 
Sought 

4.9 

7.0 

5.9 

5.4 
4.9 

6.5 

3.89 

Imperial Smokeless Division 
Philadelphia, Pa. 

6.1 
6.1 
6.4 

Olin Corporation 
Chemical Division 
Stamford, Conn. 
Winchester Grays 
Turner Division 
Syc~ore, Ill. 

Teledyne Inc., Vasco Steel 
Vasco Steel 
Vasco Steel 
Vasco Steel 
Latrobe, Pa. 

~ Less than 0.01% 

5.0 

3.0 

4.7 
7.1 
4.7 
',' . 1 

(MORE) 

Office of Public Affairs 
Room 7316 
2000 M Street, N.W. 
Washinrton, D.C., 20508 
Phone: 202·254-8540 

PNR #15 

Product 
Line 

% Revenue Increas~ 
For Firm 

High speed 
steel 

Paperboard 

Molasses 

Mfg. 
Catheters 

Funeral Coach 
Ambulances 

Coal 

Chemicals 

Torches 
Plulnbing 
Accessories 

Alloy Steel 
Carbon Steel Alloy 
Precjnitation Ste~l 
'i 001 S t("~ 1 

.05 

0.4 

0.3 

4.2 
0.3 

.03 

.01 

0.1 
0.2 
0.3 

.06 

.02 

+ 
+ 
+ 
+ 



Name of Company 

Teledyne, Inc. 
McKay 
Pittsburg, Pa. 
Metal Farming 
Elkhart, Indiana 
Monarch Rubber 
Hartville, Ohio 
Portland Forge 
Portland, Indiana 

The Singer Co. 
Industrial Products Group 
New York, N.Y. 

Babcock & Wilcox 
Tubular Prod. Div. 
Bloner Falls, Pa. 

Carnation Company 

Del Monte 
San Francisco, Calif. 

Colt Industries, Inc. 
Fast Cut Tool Operation 
of Pr C1. t t ~'Jhi tncy Cu t ting 
Tool & Gage Division 
Crucible Alloy Division 
Holley Carburetor Division 
New York, N.Y. 

Alco Standard Corp. 
Barnes & Tucker Co. 
Valley Forge, Pa. 

American Smelting 
and P-efining 
New York, N.Y. 

Thomas J. Lipton 
Englewood Cliffs, N.J. 

% Increase 
Sought 

3.0 

.9 

3.5 

5.2 

3.15 
1.32 

5.05 

5.94 

3.3 

.34 
10.33 

7.4 
9.2 

17.65 

4.9 

2.5 

Westvaco Corp, New York, N.Y. 4.1 

Max Factor & Co. 
HollyvJOod, Calif. 

The Singer Co., Home 
Furnishing & Climate 
Control Group 
Np\\' Y():rl<, ~..J.Y. 

+ Less than O.OlS 

1.2 

4.78 

(MO~E) 

PNR #15 - PAGE 2 OF 4 PAGE 

Product 
Line 

% Revenue Increas 
For Firm 

Custom Rolled 
Metal 
Rubber Tires 

steel Forgings 

Home Furnishings 
Control Electric 
Switches 

Canned Fruit & 
Vegetables 

Steel Discs & Blades 
Automative Replace
ment Parts 

Bitiminous Coal 

Coal 

Tea 

Fine Paper 

Casegoods 
Furniture 

+ 

+ 

.02 

0.1 

.05 
+ 

1,2 

0.3 

1.6 

.34 

.01 

.08 
0.2 

1.0 

.05 

2.5 

.04 

1.0 

.01 

-



~ne of Company 

ledyne, Inc. 
VIonarch Rubber. 
Hartville, Ohio 

stvaco Corp 
rine Paper Division 
rine Paper Division 
.Bleached Board Division 

Virginia Folding Box 
Kraft Division 
Chemical Division 
New York, N.Y. 
U.S. Envelope Co. 
Springfield, r-.lass. 

nesco, Inc. 
Gentan, Division 
Nashville, Tenn. 

tional Starch 
Chemical, Co. 
New York, N. Y. 

% Increase 
Sought 

3.5 

3.53 
3.09 
4.98 

3.12 
4.62 
5.0 

2.98 

12.0 

23.9 

(HOlm) 

PNR #15 - PAGE 3 OF 4 PAGES 

Product % Revenue Increase 
Line For Firm 

Rubber Molded .02 
Products 

Fine Paper 
Trade Book 
Bleached Board 
Products 

Saturating Kraft 

Envelopes 

Leather Shoes 

Label Adhesives 

.04 

.02 
0.4 

0.2 
0.1 
0.2 

.02 

0.1 

.02 
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Percentage price increases for the following companies are not readil\ 
apoarent in form submitted, requiring further analysis: 

Name of Company 
Westmoreland Coal, Philadelphi.a, Pa. 

\\1estmoreland Coal, Philadelphia, Pa. 

Westvaco Corp., New York, N.V. 

S. K. F. Industries, Inc., Philadelphia, Pa. 

s. K. F. Industries, Inc., Philadelphia, Pa. 

Coal 

Paper Tahleware 

r~oller Bearinas 

Roller Bearin0s 

The following firms and public utilit~es have made submissions under 
requlations governing regulated industri.es and utilities. Commission 
action will be reported as it is taken: 

Name of Company 
Associated Hospital Service, New York, N.Y. 

Tampa Electric Co., Tampa, Fla. 

Texas Eastern Transmission CorD., 
Houston, Texas 

Colu~bj~ Gas of Ohio, Inc., Columbus, Ohio 

The Peoples Gas Liaht & Coke Co., Chicago, Ill. 

lronuois Gas Corp., Buffalo, N.Y. 

Ne~ York Telephone Co., N.Y. 

The T:J?.shi ngton Power Co. 

Alabama Power Co., Birmingham, Ala. 

Ame~~~can Telephone & TeleQraph, New York, N. Y. 

dorthvlestern Bell, Omaha, Nebra. 

Southern Bell, Atlanta, Ga. 

General Teleohone Co., Durham, N.C. 

:~o. ,\npl ica t-i.ons Submi, t ted 12/7 
i-Jo. ~; rms 12/1 
TotRl Applications to Date 
To~~l Firms to Date 

Total Applicati.ons Approved to Date 

Total Applications Denied to Date 

64 
39 

68~ 
529 

104 

2 

Product Line -----------Hospital Care 



mUTED STr.T~~ Sf,VliIGS co;ms ISSUED k;iD hcnC:C:i,lED TUROUGH November 30, 1971 
(Dollar amounts in millions - rounded ond will not necesscrily odd to totcls) 

OESCRIPTION AMOUNT ISSUEoLl 
AMOUNT A~IOUN T OUTST"'NDI~.':; 

REOEEMEDY OUTSTANDINGY o F AI.! v U N TIS::; _ =: = 
--

IATURED 
Series A-1935 thru D-t9'll 5,003 4,998 5 .10 
Series F and G-19H thru 1952 29,521 29,494 27 .09 
Series J and K-1952 thru 1957 3,754 3,743 11 .29 

INMATURED 
Series E.1J : 

1941 1,9Q6 1,711 194 10. ] 8 

1942 8,409 7,547 862 10.25 
1943 13,524 12,169 1,355 10.02 
1944 15,777 14,124 1,653 10.48 
1945 12,41$ 10,961 1,457 11. 73 
1946 5,651 4,827- 825 14.60 
1947 5,377 4,454 923 17.17 
1948 5,570 4,535 1,035 18.58 
1949 5,518 4,416 1,102 19.97 
1950 4,836 3,819 1,017 21.03 
1951 4,183 3,301 882 21.09 
1952 4,379 3,434 946 21.60 
1953 5,009 3,850 1,159 23.14 
1954 5,108 3,867 1,241 24.30 
1955 5,324 3,987 1,337 25.11 
1956 5,147 3,819 1.328 25.80 
1957 4,853 3,548 1,306 ~6.91 

1958 4,740 3,366 1,374 28.99 
1959 4,446 3,115 1,331 28.94 
1960 4,468 3,030 1,438 32.18 
1961 4,544 2,946 1,598 35.17 
1962 4,408 2,769 1,639 37.18 
1963 4,938 2',896 2,042 41.35 
1964 4,801 2,810 1,991 41.47 
1965 4,685 2,742 1,943 41.47 
1966 5,051 2,818 2,233 '44.21 
1967 5,003 2,758 2,245 44.87 
1968 4,748 2,525 2,223 46.82 
1969 4,457 2,211 2,246 50.39 
1970 4,649 1,861 2,788 59.97 
1971 3,964 798 3,165 79.84 

Unclassified 332 303 28 8.43 

Total Series E 178,223 131,316 46,907 26.32 

Series H (1952 thru May, 1959)]1 5,485 3,825 1,660 30.26 
H (June, 1959 thru 1971) 8,086 2,591 5,495 64.96 

Total Series H 13,571 6,416 7,155 52.72 

Total Series E and H 191,794 137,733 54,062 28.19 

rotal matured 38,277 38,235 43 .11 
All Series Total unm:itured 191,7J14 137,733 54,062 28.19 

Grand Total 230,072 175,967 54,105 23.52 
r"eludos "ccrued di $coum. 
:\I'f.nl redemption value. 

'r Option of o"'n~r b ... nds may b~ "e/d "nd will ~"rn interest (or addi/i<Joal periods a{ler ',' 1 ' orlalna Q1a~urlly dat~s. --------
Form PO 3812 (Rev. Mar. 1971,) - Dept. of tbe Tceasur - B f h . Y ureau 0 t e Pubhc Debt 



The Department of the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

ATTENTION: FINANCIAL EDITOR 

FOR RELEASE 6: 30 p.m., 
Wednesday, December 8, 1971. 

RESULTS OF TREASURY'S OFFER OF $2 BILLION OF JUNE TAX BILLS 

The Treasury Department announced that the tenders for $2,000,000,000, or 
thereabouts, of 19l-day Treasury Tax Anticipation bills to be dated December 13, 
1971, and to mature June 21, 1972, which were offered on December 2, 1971, were 
opened at the Federal Reserve Banks today. 

The details of this issue are as follows: 

Total applied for - $4,373,155,000 
Total acc epted - $2,000,805,000 (includes $250,905,000 entered on a 

noncompetitive basis and accepted in full 
at the average price sh~wn below) 

Range of accepted competitive bids: 

High 97.761 Equivalent rate of discount approx. 4.220% per annum 
Low 97.716 Equivalent rate of discount approx. 4.305% per annum 
Average 97.733 Equivalent rate of discount approx. 4.273% per annumy 

~OO % of the amount bid for at the low price was accepted) 

cederal Reserve Total Total 
District Applied For Accepted 

Boston $ 176,050,000 $ 84,050,000 
~ew York 2,066,000,000 355,500,000 
Aliladelphia 125,300,000 39,300,000 
aeve1and 145,020,000 93,520,000 
~ichmond 40,320,000 26,620,000 \tlanta 52,925,000 49,625,000 
]}icago 492,830,000 253,830,000 
)t. LoUis 85,255,000 50,155,000 ,jinneapolis 739,925,000 738,925,000 
\ansas City 146,220,000 133,220,000 Jallas 60.110,000 19 ,060,000 
jan Francisco 243,200,000 157,000,000 

Total $4,373.155,000 $2,000,805,000 

j This is on a 'oank discount basis. The equivalent COUpon issue yield is 



Price 
Commission news 

Office of Public Affairs 
Room 7316 
2000 M Street, N. W. 
Washington, D.C., 20508 
Phone: 202-254-8540 

FOR RELEASE AT 4:30 P.M. December 7, 1971 

The Price Commission appr'oved today a request fr'om U.S. 

Steel Corporation for an overall average price increase of 3.6% 

for its steel mill products from now until August 1, 1972. 

Price Commission Chairman C. Jackson Grayson said, "This 

action in a major basic industry should help to stabilize the 

general price structure and at the same time permits the company 

flexibility in pricing its steel mill products. 1I 

RELEASE #31 



Price 
Commission 

Page I of 3 pages 

news 
Office of Public Affairs 
Room 7316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202-254-8540 

PRE-NOTIFICATION REPORTS, DECEMBER 3, 1971 PNR #13 

Name of Company 

Caterpillar Tractor Co. 

Cooper Industries, Inc 

Beatrice Food Co. 
Royal Crown Bottling Co. 
of Loui svill e 

The Denver Rio Grande 
Western Railroad Co. 

PJnway Corp. 

A. O. Smith Corp., 
A. O. Smith Harvestore 
Products 

Owens III inoi s, Inc. 

Northwest Industri es, Inc. 
Lone Star Steel Co., Inc. 

Diamond Shamrock Corp. 

The First National Bank of 
Chicago 

Harsco Corporati on, 
Broderi ck Co. 
Cap~tol Manufacturing 
Capltol Manufacturing 

The Amalgamated Sugar Co. 

Xerox Corporation, Business 
Products Group 

-
~Less than 0.01% 

% Increase 
Sought 

4.09 

5.23 

5.03 

4.6 

6.92 

3.30 

8.42 

5.52 

12.0 

50.0 

5.06 
5.0 
6.50 

4.19 

3.1 

Product % Revenue Increase 
Line for Firm 

Machines & Engine Parts 2.2 

Machine Equipment 5.1 
Air Transport Service 

Food + 

Manufacturing 

Glass Tableware 

Steel Pipes 

Soda Ash 

Forgings 
Steel Couplings 
Conduit Pipe Fittings 

Manufacturing Beet Sugar 

(MORE) 

0.7 

3.2 

0.2 

0.3 

+ 

0.4 

0.01 

0.3 
O. 1 
0.08 

4.19 

+ 
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Name of Company 
% Increase 

Sought 

Standard International Corp. 
National Metal Specialties 
Co. 

Perini Corp., 
Majestic Mining, Inc. 

Consolidated Food Corp. 
Dexter Press, Inc. 

Chroma110y American Corp. 

Koehring Company 

Chamberlain Manufacturing Co., 
Collins Division 

Vis Sybrow Corp., 
Nalge Co. 

Frue Hauf Corp. 

Coastal States Marketing, Inc., 
Coastal States Gas Pro
ducing Co. 

McLouth Steel Corp. 

Whittaker Corp. 
Kettenburgh Marine, Inc., 
Division 

Dresser Ind.-Northwest 
Magnesite Co. 

2.5 

8.875 

7.5 

4.95 

3.8 

22.6 

3.5 

1.7 

5.2 

8.0 

4.0 

4.5 

Page 2 of 3 Pages 

Product 
Line 

Metal Products 

Bituminous Coal 

Manufacturing In
dustrial Machinery 

Manufacturing Machinery 
Tools, etc. 

Refined and Petrochemi
cal Products 

Boat Repair 

Magnesite Grain 

% Revenue Increas 
for Firm 

0.07 

0.02 

0.02 

0.2 

2.9 

0.08 

0.06 

1.7 

4.9 

7.6 

0.5 

0.03 

Percentage price increases for the following companies is not readily apparent in 
form submitted, requiring further analysis: 

Name of Company 

Ardco Division and Fulton Manufacturing Co. 
Division of Chomalloy American Corp. 
Stauffer Chemical Company 
Meredith Corporation 
National Steel Corp. 
Olin Corporation 
Maryland Housing 
R. R. Donnelly 

(MORE) 

Product Line 

Textiles 

Chloroform Carbon Tet, etc. 
Farm Magazine publication 
Tin Products 
Pre Fab Housing 

Commercial Printing 



Page 3 of 3 Pages 
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The following firms and public utilities have made submissions under regulations 
governing regulated industries and utilities. Commission action will be reported 
as it is taken. 

Name of Company 

Texas Gas Transmission Corporation 
Iroquois Gas Company 
Boston Edi son Company 
Philadelphia Electric Company 
Philadelphia Electric Company 
Southern Railway System 
Florida Power Corporation 
The Detriot Edison Company 
Southern Pacific Transportation Company 
Southern California Gas Company 
Delmarva Power and Light Co. (Delaware) 
Florida Gas Transmission Co. 
General Telephone and Electronics Corp. 
American Natural Gas Company, Central 

Indiana Gas Company 
Columbia Gas Systems, Inc. 
Columbia Gas of New York, Inc. 
Consumers Power Co. 
Pacific Duland Tariff Bureau 
Consolidated Supply Corp. 
Central Hudson Gas & Electric Co. 
Blue Cross-Bl ue Shi el d 
New England Telephone 
Brooklyn Union Gas Co. 
Delmarva Power and Light Co. (Delaware) 
Northern Natural Gas Company 
Oklahoma Natural Gas Co. 
Greenwood Mi 11 s 
Genera 1 Telephone Co. t of the Sou thwes t 
Central Indiana Gas Company t Inc., (American 

(American Natural) 

No. Appl ications Submitted 12/3 
No. Finns 12/3 
Total App1 ications to Date 
Total Firms to Date 

Total Applications Approved to Date 

Total Appl ications Denied to Date 

000 

Product Line 

Natural Gas 
Utility 
Utility 

Crushed Stone 

Transportation 
Gas 
Utilities 
Gas 

Natural Gas 
Gas 

Transportation 

Natural Gas 
Insurance 
Communication 
Gas 
Power and Lights 
Natural Gas 
Natural Gas 
Textiles 
Telephone Communication 
Natural Gas 

63 

47 

560 

473 

68 

2 



news 
RELEASE 

FOR nlHEDIATr: RELEASE 

Pay Board 

FB-IS 

Office of Public Affairs 
Room 8316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202·254-8500 

December 7) 1971 

The Pay Board today formally granted to the Internal Revenue Service 

authority to determine in certain instances whether retroactive pay may be 

granted. The criteria are defined in the December 7, 1971 issue of the 

Federal Re~ister. 

As previously announced by the Pay Board, retroactive pay rnay be 

granted if: 

(a) An employer raised prices of his products or services prior 

to August 16, 1971 in anticipation of increases to be paid after 

August 15, 1971, or 

(b) i\Therr~ a wage and salary agreement, pay schedule, or pr ac tice 

adopted after A~gust 15 succeeded an agreement or practice that ter-

minated prior to August 16 and retroactive payr.len t had been agreed to 

prior to November 14 or had been an established practice, or 

(c) In certain circumstances applic2.ble to tandem agreements. 

Since the Pay Board informally announced criteria for retroactivity 

under tandem agreements, it extended from 30 to 90 days the grace period 

following expiration of basic agreements. 

Regulations published in the December 7 issue of the Federal Register 

also confirf.1 previous rulings that employees receiving less than $2 an 

hour straight time may receive retro:1ctive pay for services performed Jur

ing the freeze period and that employees may receive one-t irne frinrr,c b ene-

fi t increases which came due during the freeze period. 



news Pay lBosrd 
RELEASE 

PB-17 

Office of Public Affairs 
Room 8316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202·254-&500c 8511 

FOR IMMEDIATE RELEASE December 8, 1971 

Pay Board Chairman George H. Boldt stated today that when 

collective bargaining agreements and pay practices are under con-

sideration by the Pay Board, third parties having a direct and sub-

stantial financial interest in the Board's ultimate ruling may 

submit written communications to the Chairman for consideration by 

the Pay Board. 

Such written communications should first state the particu-

lars for claimed direct and substantial financial interest, and 

secondly, they should cover substantive matters. 

If the parties at interest are invited by the Chairman to 

make an oral presentation to the Board, third parties referred to 

above, with prior approval of the Chairman, may also make oral 

presentations. 

1111/11/1111 



news 
RELEASE 

FOR IMMEDIATE RELEASE 
PB-18 

Office of Public Affairs 
Room 8316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202·254~1OO 8511 

December 8, 1971 

Pay Board Chairman George H. Boldt announced tonight that the 

Pay Board met with Chairman John Dunlop and representatives of the 

Construction Industry Stabilization Committee. 

Both parties agreed on the importance of Pay Board wage controls 

as a means of controlling inflation. 

The ClSC indicated a willingness to continue to wo~k within the 

framework of the Pay Board policies and to administer those policies. 

A joint subcommittee will be established to work out specific 

procedures to assure conformity with the announced policies of the Pay 

Board. 

11111111 I! III! II II II fill 1111 



The Department 01 the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

H1R e-1MEDIATE RELEASE 

TREASURY HONORS 140 FOR OUTSTANDING SERV1CE 
AND OPERATIONAL CONTRIBUTIONS 

The Treasury has honored 140 employees for outstanding se)"vi(I' 
and significant operational contributions. 

Treasury Secretary John B. Connally hailed the 
Department's Incentive Awards program for "quality achiE'vement" 
and noted that in fiscal 1971 it had "resul ted in more than two 
million dollars in measurable benefits." The Secretal'~' ·Tote 
personal letters to each of the recipients in appreciation of t.l~eir 
accompl ishments. 

Among those recognized by the Department were: 

Six persons who received the Alexander Hamilton Award 
for demonstrating outstanding leadership while working 
closely with the Secretary. They were: Former Secretary 
of the Treasury David M. Kennedy; Edwin S. Cohen, 
Assistant Secretary for Tax Policy; John S. Nolan, 
Deputy Assistant Secretary for Tax Policy; 
James E. Smith, Special Assistant to the Secretary 
(Congressional Relations~ Randolph W. Thrower, 
former Commissioner of the Internal Revenue Service, 
and Murray L. Weidenbaum, former Assistant Secretary 
for Economic Policy. 

Thirty-four persons who received either of Treasury's 
two top awards -- The Exceptional Service Award or the 
Meritorious Service Award. 

Sixty-five employees who contributed to 
monetary savings, increased efficiency . , 
Improvements in government service. 

significant 
or distinct 

Twenty-six employees for excellence in furthering 
special Government-wide programs. 

Twenty supervisors for notable a h' 
'1 C l.evemen ts in encourag1ng emp oyee contributions t ff" 

economy. c e ~c~ency and 

C-7A.' (OVl"~ \ 
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In addition, the Awards Committee honored 15 long-time career 
on~loyees of whom three have served SO years and 12 more than 
.+0 vears. 

Secretary Connally cited four of Treasury's bureaus for 
outstanding performance in several areas. The Performance Award 
\vent to the Bureau of Printing and Engraving; the Suggestions 
Award was made to the Bureau of Customs, which also received the 
Secretary's Award for signicant accomplishments in cost reduction 
and management improvement. Finally, the Comptroller of the 
Currency and the Treasurer's Office were cited for their safety 
records. Treasury Bureau and Division Chiefs have presented the 
awards individually where appropriate. 

000 





FOREWORD 

On August 15th of this year, President Nixon announced a 
number of far-reaching measures aimed at curbing infla tion. 
Providing more effective government for less cost is one im
portant way of doing so. In a sense this Eighth Annual Awards 
Ceremony will be a setting for honoring many Treasury employees 
who, during the past year, have made significant contributions 
toward achievement of this vi tal na tional objective. 

The suggestions, achievements and other noteworthy ac
complishments described in this program are representative of 
the overall effort being made by employees throughout the 
Department to get Treasury's work done more effectively and 
efficiently. Their effort has resulted in first-year savings of more 
than 2 million dollars as well as untold intangible benefits that 
have been recognized under our Incentive Awards Program this 
past fiscal year. 

On behalf of the Department's Incentive Awards Committee, 
congratulations and thank you for work well done. 

Director of Personnel 
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Invocation. . . . . . . . . . . . . . . . . . . . . . . . .. Captain M.S. Ernstmeyer 
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Naval District, Washington, D.C. 

The National Anthem ......................... U.S. Navy Band 
Introductions. . . . . . . . . . . . . . . . . . . . . . . . . . . . .. Ernes t C. Betts, Jr. 
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Remarks .............................. Hon. John B. Connally 
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EMPLOYEE SUGGESTIONS AND SERVICES 

Recognition by the Secretary of olltstanding suggestions or exemplary services which served 
to effect significant monetary savings, increased efficimcy, or improvements in Government 
operations. 

JOSEPH AMERICA, Machinist, Construction and Maintenance 
Division, Bureau of Engraving and Printing 

For proposing a method of eliminating phosphor ink between 
the stamps on the ink roller so that the ink is applied only 
to the stamps instead of the whole sheet, thereby reducing 
maintenance and repair on subsequent perforating equipment. 
Estimated savings-$22,760. Suggestion Award-$815. 

KENNETH E. BALOE, Special Agent in Charge, Foreign Dignitary 
Protective Division, U.S. Secret Service 

For outstanding performance in coordinating the efforts of 
law enforcement officers assigned to provide security for 47 
foreign dignitaries during the 25th Anniversary Meeting of 
the United Nations General Assembly. Special Achievement 
Award-$SOO. 

ROBERT N. BATTARD, Program Management Officer, Bureau of 
Customs 

For supervising and continuing the development of the 
Bureau's Marihuana Dog Detector Program. Special 
Achievement Award-$SOO. 

DAVID R. BOLTsoN, Electronics Technician, Bureau of Customs, 
Uniondale, N.Y. 

For outstanding contributions in the area of communications 
technology, especially in applying television to the training 
function. Special Achievement Award-$500. 
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STATHlA E. BOYD, Secretary, OI1i.ce of the Comptroller of the 
Currency 

For revising and streamlining the numerous mailing lists of 
the Office in such a manner that unnecessary work WJS 

eliminated, accuracy was improved, and expenses were 
reduced. Estimated savings-$12,500. Special Achievement 
Award-$615. 

IRIS W. BRANDEL, Chief, Stenographic Services Section, Office of 
the Chief Counsel, Internal Revenue Service 

For sustained excellence in directing the Stenographic Services 
Section for more than 16 years, thereby providing a key service 
to many attorneys and contributing to the overall dliciency of 
the Chief Counsel's Office. Special Achievement Award
$500. 

DONALD P. CaERoCK, Staff Assistant to Regional Counsel, Western 
Region, Internal Revenue Service, Los Angeles, Calif. 

For contributing to the litigation of a very important group 
of tax cases involving legal principles of tremendous impor
tance in the administration of Internal Revenue laws which 
resulted in a favorable decision to the Government. Special 
Achievement Award-$SOO. 

DAVID J. COOK, Criminal Investigator, Chicago District, In
ternal Revenue Service 

For developing a unique type of investigative equipment 
which greatly assists the Intelligence Division in carrying 
out its mission and for his willingness to devote his own 
time and expertise to the project. Special Achievement 
Award-$SOO. 

STEPHEN C. CSUKAS, Senior Special Agent, Bureau of Customs, 
Miami, Fla. 

For conducting an exemplary and professional investigation 
resulting in a major seizure of 208 pounds of pure heroin 
which affected supplies and suppliers of illegal drugs 
throughout the country. Special Achievement Award-$750. 
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LINSON R. EVANS (Retired), Former Technical Advisor (Alcohol) 
to the Assistant Director (Revenue Control), Alcohol, To
bacco, and Firearms Division, Internal Revenue Service 

For suggesting regulatory changes which place the responsi
bility for testing beer meters on the brewer, resulting in 
significant savings throughout the Service. Suggestion 
Award-$900. 

DONALD FRATI, Revenue Agent, San Francisco District, Internal 
Revenue Service 

For suggesting the use of an automatic typewriter for Exempt 
Organization letters which previously had been typed on a 
manual typewriter. Estimated savings-$1O,021. Sugges
tion Award-$SSS. 

SIDNEY GELLER, Photoengraver, Office of Engraving, Bureau 
of Engraving and Printing 

For proposing the modification of a Lithotex Step and 
Repeat Photogtaphic Machine so that glass photographic 
plates can be made on this machine, thus greatly increasing 
its use. Estimated savings-$9,762. Suggestion Award
$640. 

ERNEST J. GONSOULIN, Deputy Assistant Regional Commissioner 
(Inspection and Control), Bureau of Customs, Houston, Tex. 

For outstanding contributions toward alleviating the 
pilferage situation present at numerous ports throughout 
the country. Special Achievement Award-$7S0. 

JAMES S. GRIFFITHS, Assistant to the Special Agent in Charge, 
U.S. Secret Service, Los Angeles, Calif. 

For planning and directing complex and sensitive investiga
tions culminating in numerous arrests and the seizure of 
large sums of counterfeit notes. Special Achievement A ward
$1,000. 



WILLIAM J. HAGAN, Assistant Regional Counsel (General Liti
gation), Mid-Atlantic Region, Internal Revenue Service, 
Philadelphia, Pa. 

For the exemplary manner in which he served for an extended 
period of time as Acting Regional Counsel, thereby 
sustaining a highly effective legal operation within the 
Mid-Atlantic Region. Special Achievement Award-$500. 

KENNETH B. HALE (Retired), Former SpecIal Agent in Charge, 
Indianapolis Field Office, U.S. Secret Service 

For suggesting the reduction of the retention period of case 
files in non-judicial check and bond forgery cases. Estimated 
savings-$18,OOO. Suggestion Award-$705. 

RONALD W. HALL, Assistant National Bank Examiner, 11th 
Na tional Bank Region, Office of the Comptroller of the Cur
rency, Dallas, Tex. 

For initiative and prompt action in restoring communication 
with and counseling of banking officials in Corpus Christi 
during the hurricane disaster of August 1970. Special Achieve
ment Award-$500. 

LAWRENCE T. HESS, Special Agent, U.S. Secret Service, Los 
Angeles, Calif. 

For engaging in several comrltx and sensitive investigations 
in a n undercover ca raci ty which led to numerous arrests 
and the seizure of large sums of counterfeit notes. Special 
Achievement Award-$500. 

GILES A. HOLLINGSWORTH, Chief, Training and Public Informa
tion Branch, Southeast Region, Nashville District, Internal 
Revenue Service 

For developing new avenues of informing taxpayers of 
Federal Tax Laws by a nationwide program of spedal radio 
and TV spot announcements. Special Achievement Award
$500. 
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CLINT L. HOWARD, Special Agent, U.S. Secret Service, Los 
Angeles, Calif. 

For engaging in several complex and sensitive investigations 
in an undercover capacity which led to numerous arrests 
and the seizure of large sums of counterfeit notes. Special 
Achievement Award-$750. 

JAMES J. KELLY, Procurement Agent, U.S. Mint, Philadelphia, 
Pa. 

For resourcefulness and initiative in disposal of excess 
property belonging to the old Philadelphia Mint and re
covery of values totaling almost $2 million. Special Achieve
ment Award-$500. 

ROBERT H. KELLY (Retired), Former Printing Officer, Publications 
Branch, Facilities Management Division, Internal Revenue 
Service 

For his efforts in interesting a new segment of the printing 
industry in Internal Revenue Service printed material, thus 
broadening the competitive base necessary for the success 
of area bidding. Estimated savings-$195,SOO. Special 
Achievement Award-$900. 

CHARLES S. KEUMURIAN, Management Analyst, Internal Revenue 
Service Center, Andover, Mass. 

For developing and implementing a system for multiple 
Use of magnetic tapes which resulted in greatly reducing 
the required number of tapes. Estimated savings-$8,756. 
Suggestion Award-$565. 

FRANK KRZYWDA, Supervisor, Tax Examiner, Internal Revenue 
Service Center, Andover, Mass. 

For suggesting elimination of duplicate effort in the control 
and receipt of previously invalid tax documents, which 
resulted in savings in manpower and time. Estimated 
savings-$8,967. Suggestion Award-$500. 
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CHARLES D. LINDBERG, Budget Officer, Bureau of Customs, New 
Orleans, La. 

For sugges ting tha t the reimbursa ble ra te be changed for 
certain intermittent employees to include the portion that 
the government contributes for the employees' Social 
Security Tax. Estimated savings-$1l,998. Suggestion 
Award-$555 

WILLIAM D. MAHONEY, Revenue Agent, San Francisco District, 
Internal Revenue Service 

For superior performance as a team member in a very difficult 
audit which uncovered a tax deficiency of over $40 million. 
Special Achievement Award-$500. 

SIDNEY MANSTER (Retired), Former Assistant Regional Counsel 
(Enforcement), North Atlantic Region, Internal Revenue Serv
ice, New York, N.Y. 

For the highly exemplary manner in which he managed and 
directed the legal aifairs and personnel of the Enforcement 
function of the North-Atlantic Regional Counsel's Ofl1ce for 
more than 14 years. Special Achievement Award-$500. 

MARK L. MCCONAGHY, Associate Attorney, Legislation and Regu
la tions Division, Office of the Chief Counsel, Internal Revenue 
Service 

For significant contributions to the drafting of Internal 
Revenue regulations under the Tax Reform Act of 1969. 
Special Achievement Award-$500. 

GARY M. MCLEOD, Assistant Special Agent in Charge, Liaison 
Division, U.S. Secret Service 

For planning and directing vastly increased liaison activities 
origina ting from recent demonstra tions and civil disorders, 
and performing additional jurisdictional duties for the pro
tection of foreign diplomats and missions. Special Achieve
ment Award-$500. 
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JOHN D. MCCUTCHEON, Special Agent, Bureau of Customs, Miami, 
Fla. 

For an exemplary and professional investigation resulting in 
a major seizure of 88 pounds of pure cocaine, which affected 
supplies and suppliers of illegal drugs throughout the 
country. Special Achievement Award~$600. 

HARRY W. MELLETTE, Foreman, Bindery Section, Surface Printing 
Division, Bureau of Engraving and Printing 

For proposing a change in the method of making the Food 
Coupon Books into pads by gluing instead of stitching, thus 
eliminating several work operations. Suggestion Award
$500. 

JOHN J. MOLITTIERI, Criminal Investigator, Bureau of Customs 

For helping to bring a major international narcotics investi
gation to a successful conclusion. Special Achievement 
Award-$SOO. 

ROBERT F. MOORE, Customs Inspector, Bureau of Customs, 
Uniondale, N.Y. 

For significant achievements during assignment in Ethiopia 
as advisor to the U.S. Customs Team. Special Achievement 
Award-$SOO. 

JOHN R. MORGAN, Securi ty Specialist, Technical Security Division, 
U.S. Secret Service 

For engaging in the development of a complex protective 
armoring rna terial now being used in specialized a pplica rions 
by the Secret Service and other government agencies with 
similar programs. Special Achievement Award-$500. 
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ANNE M. MOSHER (Retired), Former Chief, Digest Section, 
Interpretative Division, Office of the Chief Counsel, Internal 
Revenue Service 

For the outstanding manner in which she discharged her 
responsibilities, thereby increasing the operational efficiency 
of a prime research and reference facility of the ChiefCounsd's 
Office. Special Achievement Award-$500. 

LYNN M. PELLETIER, Customs Inspector, Bureau of Customs, 
Newark Area, New York, N.Y. 

For the alert and diligent performance of her duties which 
resulted in one of the largest narcotic seizures ever made in 
the history of the Customs Service. Special Achievement 
Award-$750. 

RONALD W. PFEIFLE, Digital Computer Supervisory Administra-
tor, Bureau of Customs, San Diego, Calif. 

For significant contributions in implementing the complex 
nation-wide automated intelligence system. Special Achieve
ment Award-$500. 

MARION A. ROCKWELL, Tax Law Specialist (Principal Assistant), 
Office of Assistant Commissioner (Technical), Internal Revenue 
Service 

For developing a checklist-questionnaire for use by Service 
personnel in connection wi th requests for rulings under Section 
351 of the Internal Revenue Code. Suggestion Award-$700. 

JOSEPH J. SANTACROCE, Numbering Supervisor, Internal Revenue 
Service Center, Andover, Mass. 

For designing a system to improve Service Center document 
control and prevent duplica tion of numbers designed to be 
peculiar to a tax document. Estimated savings-$12,474. 
Suggestion Award-$615. 
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LARRY B. SBEAFE, Resident Agent, U.S. Secret Service, Anchorage, 
Alaska 

For engaging in several complex and sensitive investigations 
in an undercover capacity which led to numerous arrests and 
the seizure of large sums of counterfeit notes. Special Achieve
ment Award-$750. 

ROBERT H. SBILLATO, Senior Appellate Analyst, Appellate 
Division, Internal Revenue Service 

For suggesting methods of streamlining operations of the 
Settlement Analysis Branch resulting in increased efficiency 
and economy. Estimated savings-$38,OOO. Suggestion 
Award-$890. 

JOHN W. SHOCKEY, Senior National Bank Examiner, Fifth Na
tional Bank Region, Office of the Comptroller of the Currency, 
Richmond, Va. 

For displaying a great degree of efficiency and expertise in 
investigating and resolving a delicate banking problem. 
Special Achievement Award-$763. 

HAROLD T. SWARTZ, Assistant Commissioner (Technical), 
Internal Revenue Service 

For exemplary service as Acting Deputy Commissioner and 
Acting Commissioner during the transi rion period of a pproxi
mately six months while appointees were being selected for 
these positions. Special Achievement Award-$500. 

RAY Y AMANISHI, Revenue Agent, San Francisco District, Internal 
Revenue Service 

For superior performance as a team member in a most diffi
cult audit which uncovered a tax deficiency in excess of 
$40 million. Special Achievement Award-$500. 
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RICHARD J. HOPKINS, Special Agent 
ADAM J. DEGAGLlA, Special Agent 

Bureau of Customs, Miami, Fla. 

For conducting an investigation which resulted in a major 
seizure of 93% pounds of pure heroin, which affected supplies 
and suppliers of illegal drugs throughout the country. Group 
Special Achievement Award-$l,OOO. 

M. IRENE HUTCHESON, Supervisory Operating Accountant 
GARY L. RYAN, Operating Accountant 

Office of Assistant Secretary for International Affairs 

For reconstruction and evaluation of accounts which in

cluded unique fund transactions, resulting in the recovery 
of expenditures erroneously made to another agency. Es
timated savings-$lOS,420. Group Special Achievement 
Award-$1,21O. 

RAYMOND W. CALDWELL, JR., Property and Building Specialist 
CHARLES M. WILLIAMS, Procurement Officer 

Bureau of Customs 

For significant contributions in establishing the Custom 
Security Officer Training Facility. Group Special Achieve
ment Award-$l,OOO. 

LrLLIAN SLOWIK, Assistant Chief, Transcription Branch 
PHYLLIS GILL, Supervisor, Data Transcriber 

Internal Revenuf; Service Center, Andover, Mass. 

For suggesting a substantial reduction in the transcription 
of name and address information from individual income tax 
returns. Estimated savings-$52,400. Group Suggestion 
Award-$965. 
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WALLACE D. SHANLEY, Supervisory Criminal Investigator 
LAWRENCE J. KANE, Criminal Investigator 
WILLIAM J. KNIERIM, Jr., Criminal Investigator 

Bureau of Customs 

For significant contributions in connection with the South 
American-Chilean smuggling conspiracy. Group Special 
Achievement Award-$1,500. 

CARTER C. HALL, Senior Program Analyst, Audit Division 
MARIE P. CAREY, Management Analyst, Facilities Management 

Division 
THOMAS G. HAWKINS, Program Analyst, Audit Division 

Internal Revenue Service 

For proficiency and ingenuity in developing and implementing 
a new Revenue Agent Report System, which decreases prep
ara don and clerical processing time and improves taxpayer 
relations. Estimated savings-$245,OOO. Group Special 
Achievement Award--$1,300. 

THOMAS MARSHALL, Chief, Systems Management and Coordina-
tion Section 

TONY CATROMBONE, Senior Computer Systems Analyst 
JOSEPH GIZZO, Computer Systems Analyst 
WILLIAM RICHARDSON (Retired), Computer Systems Analyst 

Fiscal Management Division, National Office, Internal Revenue 
Service 

GARY REPELLA, Computer Systems Analyst 
ARCHIE RAWLINGS, Computer Programer 
VERSELLE FORD, Time and Leave Supervisor 

Data Center, Internal Revenue Service, Detroit Michigan 

For an innovative achievement in developing and applying 
a computer system that has created dollar and manpower 
savings at both the State and Federal Government levels. 
Group Special Achievement Award-$3,500. 
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AWARDS TO SUPERVISORS 
Recognition by the Secretary oj notable achievements by supervisors in meol/raging emp'IlJ" 
contributions to tfJfcimcy and economy. These supervisors were st/telea from Bureau nom;. 
nations after consideration of such factors as the si"e of groups supervisea, the tla/llt of 

contributions, and the nature of action by the SIIpervisor. 

JOHN P. ADAMSON, Chief, Payment Facilities Branch, Division of 
Disbursement, Bureau of Accounts, San Francisco, Calif. 

For significant achievements in resourceful supervision, 
employee motivation, cost reduction and increased pro
ductivity. 

WILLIAM BARLOW, National Bank Examiner, Second National 
Bank Region, Office of the Comptroller of the Currency, 
New York, N.Y. 

For professional competence and dynamic leadership in 
motiva ring his subordina res to increased effi cieney and 
productivity. 

JOHN B. CARROLL, Chief, Reconciliation Branch, Check Account-
ting Division, Office of the Treasurer of the United States 

For selfless devotion to duty and constant efforts to achieve 
perfection in his own work and tha t of those under his 
supervlslOn. 

ERNEST M. COSCIA, Chief, Supply, Printing and Services 
Branch, Office of the Comptroller of the Currency 

For sustained exceptional performance in establishing and 
implementing operating procedures and motivating his 
employees to significantly improve the effectiveness of the 
Branch. 
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JAMES F. FARMER, Assistant Area Director (Inspection and 
Control), Bureau of Customs, Newark Area, New York, N.Y. 

For exceptional leadership in motivating his employees and 
for efficient and effective utilization of manpower in modern
izing the Customs Service through improved communi
cations with the public. 

DOROTHY KALER, Chief, Supervisory General Claims Examiner, 
Claims Branch, Division of Financial Management, Bureau of 
Accounts 

For achieving outstanding, timely, and effective operations 
through personal efforts and employee motivation. 

HERBERT F. KEISER, Chief, Management Analysis Section, Bureau 
of the Public Debt, Parkersburg, W. Va. 

For initiative, dedication, and leadership in furthering the 
automation of bureau operations and for motivating and 
developing his employees. 

DONALD F. KERNAN, Superintendent, Plate Printing Division, 
Bureau of Engraving and Printing 

For superior leadership and for motiva ting his employees to 

submit suggestions and perform their duties efficiently 
with the result of reduced spoilage, fewer safety hazards, 
and higher employee morale. 

Lucy F. KING, Chief, Service Branch, Detroit District, Internal 
Revenue Service 

For motivating employees to achieve such high quality per
formance that her unit was able to take on an increasing 
number of programs wi thou t increased staff. 
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VERNON LAND, Chief Engineer, Construction and Maintenance 
Division, Bureau of Engraving and Printing 

For outstanding leadership in encouraging employee interest 
and active participation in the Incentive Awards Program, 
resulting in increased efficiency and improved work 
opera tions. 

ROBERT E. LANG, Physical Science Administrator (Chief Chemist), 
La bora tory Division, Office of Opera tions, Bureau of Customs, 
New York, N.Y. 

For exceptional accomplishments in implementing the 
programs of cost reduction, management improvement, and 
employee-management relations at the New York Customs 
Laboratory. 

HARRY V. MATTERA, Chief, Enforcement Branch, Alcohol, 
Tobacco, and Firearms Division, Internal Revenue Service, 
Philadelphia, Pa. 

For superior management of the Enforcement Branch, 
Alcohol, Tobacco, and FirearlDs Division, and dedication 
to the principles of effective law enforcement within the 
Internal Revenue Service. 

J. THOMAS MU.LER, Program Manager, Check Accounting Divi-
sion, Office of the Treasurer of the United States 

For unusual managerial ability in supervising and motivating 
employees to perform at maximum efficiency, especially 
during periods of transition with heavy workloads. 

RAPHAEL H. MORVANT, Market Director, U.S. Savings Bonds 
Division, New Orleans, La. 

For outstanding ability to maintain the respect and esteem 
of his staff and to use the full scope of his a bili ties to further 
the objectives of the Savings Bonds Program. 
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LOUISE G. RICE, Chief, Mutilated Currency Branch, Cash Divi-
sion, Office of the Treasurer of the United States 

For successfully developing a high level of cooperation and 
efficiency in employees through instruction and counseling, 
thereby motiva dng them to achieve high quali ty production. 

MARY RUDDY, Chief, Fiscal Section, Accounting Branch, Fiscal 
Management Division, Internal Revenue Service 

For exemplary performance as a supervisor who has success
fully encouraged employees to participate in the improve
ment of Government operations. 

LEONARD L. SIMON, Supervisory Customs Inspector, Kennedy 
Airport Area, New York, N.Y. 

For inspiring his subordinates to make a significant contri
bution to the reduction of smuggling into the United States 
through his outstanding leadership. 

RUTH M. SPEER, Chief, Payment Facilities Branch, Division of 
Disbursement, Bureau of Accounts, Birmingham, Ala. 

For significant achievements in effective supervision of 
check processing and for motivating employees to increased 
production. 

WILLIAM W AUBEN, Supervisory Revenue Officer, Internal Revenue 
Service, Flint, Mich. 

For encouraging and developing several employees and en
abling them to achieve higher level professional positions, 
thereby strengthening programs such as collection of de
linquent accounts, examination of returns, and criminal 
inves riga tions. 
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DUANE H. WILLE, National Bank Examiner, Ninth National 
Bank Region, Office of the Comptroller of the Currency, 
Minneapolis, Minn. 

For exemplary leadership which resulted in a substantial 
reduction of man days in the bank examinations for which 
he was responsible. 
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SPECIAL AWARDS FOR EXCELLENCE IN 
FURTHERING SPECIAL GOVERNMENT. 
WIDE PROGRAMS 

Recognition by the Secretary for outstanding contributions to the jllTtherance of a number of 
Government-wide programs in which the President has asked for special attention and extra 
effort from the executive branch of I he Govemment. 

LEOLA ALLEN, Secretary-Ofl1ce Manager, U.S. Savings Bonds 
Division, Jackson, Miss. 

For contributing to the effectiveness of the Savings Bonds 
Program throughout the Sta te of Mississippi by the manner 
in which she provides informa don and services to the general 
public, Government agencies, and Savings Bonds volunteers. 

GARLAND V. BELL, Chief, Office of Security, Bureau of Engraving 
and Printing 

For superior leadership in directing the preparation and 
presentation of the Bureau's exceptionally popular numis
matic and philatelic exhibits which greatly enhance the 
Department's public image. 

BEN A. BURK, Regional Commissioner of Customs, San Francisco, 
Calif. 

For continued dernonstra ted excellence in furthering cost 
reduction and management improvement as evidenced by 
high regional savings, averaging over $370 per employee. 

GEORGE CALDWELL, Revenue Officer Group Supervisor, Providence 
District, Internal Revenue Service 

For participation and leadership in a number of educational, 
recreational and civic programs which promoted an atmos
phere of understanding and equal opportunity among 
underprivileged youth of his community. 
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ARTHUR L COOPER, Assistant Superintendent, Plant Services 
Division, Bureau of Engraving and Printing 

For outstanding ability in providing guidance and leadership 
to the economically and educa tionally disadvantaged through 
encouragtng and motivating them to become productive 
employees. 

KENNETH A. DEHART, Chief, Office of Securi ties Processing, 
Bureau of Engraving and Printing 

For outstanding leadership in furthering cost reduction and 
management improvement, as evidenced by significant 
savings being realized in production activities under his 
management. 

C. WILLIAM DELAMATER, Personnel Officer, Bureau of Customs, 
New York, N.Y. 

For continued excellence in furthering special Government
wide programs to train the disadvantaged, to place the 
mentally retarded, and to place and develop Vietnam-era 
veterans. 

DAVID L HAMER, Jr., Chief, Audit Section, Division of Govern-
ment Financial Opera cions, Bureau of Accounts 

For leadership in implementing and furthering the objectives 
of the Equal Employment Opportunity Program in the Bureau 
of Accounts. 

CHARLES H. JACKSON, Management Specialist, Securities Division, 
Office of the Treasurer of the United States 

For outstanding service to the public concerning transac
tions in Government securities. 

ALVIN M. KELLEY, Assistant Commissioner (Planning and Re-
search), Internal Revenue Service 

For outstanding contributions to equal employment in 
government and community while Regional Commissioner 
of the Midwest Region. 
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CBESTER R. KRAYTON, Area Director, New York Seaport Area, 
Bureau of Customs, New York, N.Y. 

For remarkable accomplishments as a Supervisory Import 
Specialist in implementing the various programs of the 
Bureau and the Department, especially in the areas of 
management improvement, cost reduction, and training. 

ETHEL 1. LEVENSON, Securities Examiner, Division of Loans and 
Currency, Bureau of the Public Debt, Chicago, Ill. 

For excellence in improving communication and service to 
the public by her effectiveness in the preparation of cor
respondence and the outstanding quality of her writing. 

CLEBURNE M. MAIER, Regional Commissioner of Customs, 
Houston, Tex. 

For excellence in furthering cost reduction and management 
improvement in the Houston Region as evidenced by a 
seven-fold increase in benefits over previous years. 

RALPH C. MUSER, Management Analyst, Bureau of Customs, 
Miami, Fla. 

For outstanding leadership in the cost reduction and manage
ment improvement program in his region resulting in ex
ceptionally high annual savings during fiscal year 1970 and 
increased savings during fiscal year 1971. 

MARGARET NATALE, Clerk-Typist, U.S. Savings Bonds Division, 
Newark, N.J. 

For cooperative and efficient handling of all types of public 
inquiries regarding savings bonds matters, thus improving 
the image of the Savings Bonds Program in New Jersey. 

ELLSWORTH PRYOR, Jr., Internal Revenue Agent, Internal Rev-
enue Service, San Diego, Calif. 

For outstanding efforts in improving the Equal Employment 
Opportunity Program through his tireless and dedicated 
efforts in community affairs. 
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VICTOR ]. RENAGHAN, Senior Management Analyst, Bureau of 
Customs 

Recipient of Presidential Management Improvement Certifi
cate for excellence 10 improvement of Government 
operations. 

SUZANNE E. REpASS, Administrative Assistant, Check Claims 
Division, Office of the Treasurer of the United States 

For invaluable services and untiring efforts to improve the 
effectiveness of Check Claims Division operations. 

PRICE D. RICE, Deputy Assistant Regional Commissioner (Per-
sonnel), Bureau of Customs, San Francisco, Calif. 

For ou tstanding leadership and iill dative in increasing racial 
understanding, reducing grievances and generally furthering 
the objectives of the Federal Equal Employment Opportuni ty 
Program in his Region. 

ARTHUR SETTEL, Assistant to the Commissioner (Public Infor-
mation), Bureau of Customs 

For significant contributions to improved communications 
and service to the public resulting in increased cooperation 
between the public and the Bure:lu of Customs. 

HAROLD F. SMITH, Assistant Commissioner of Customs, Office of 
Investiga tions 

Recipient of Presidential Management Improvement Certi
fica te for excellence in improvement of Government 
opera ti ons. 

JAMES T. SPAHR, Jr., Fiscal Staff Assistant, Office of the Commis-
sioner, Bureau of Accounts 

For excellence in improving communication and service to 
the public through the expedi tious handling of correspondence 
and inquiri es. 
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KATHl,EEN M. SPOLLEN, Supervisory Records Officer, Office of 
Administration, Administrative Services Division, Bureau of 
Customs, New York, N.Y. 

For remarkable progress in guiding and training retarded 
employees to develop their skills and for her effective efforts 
with the Youth Opportunity Corps and the Community 
Development Plan. 

PEARL M. WILLIAMS, Administrative Assistant, Cash Division, 
Office of the Treasurer of the United States 

For unusual abili ty to provide excellent service to the public 
through direct and responsive communication. 

E VEL YN D. HARRIS 
KATHERINE H. FREEMAN 

Coil Processing Lead Forewomen, Postage Stamp Division, 
Bureau of Engraving and Printing 

For superior leadership in effectively implementing a cost 
reduction and management improvement project which has 
substantially contributed to the economical operation of the 
postage stamp coil program. 

ENFORCEMENT BRANCH, Office of the Assistant Region;tl Com
missioner (Alcohol, Tobacco and Firearms), Southeast Region, 
Internal Revenue Service, Atlanta, Ga. 

Recipient of Presidential Management Improvement Cer
tificate for excellence in improvement of Government 
operations. 

MAGNETIC TAPE CONVERSION COMMITTEE, Bureau of the Public 
Debt, Parkersburg, West Va. 

Recipient of Presidential Management Improvement Certifi
cate for excellence 10 improvement of Government 
opera tions. 
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CAREER SERVICE RECOGNITION 
Rec(Jgnition by the Secretary of employees in the W 4.IhingtQn, D. C. aria who attained 50, ~5, 
or 40 years of Federal service during the past year. 

50 Years oj Federtrl Ser'vice 

Joseph R. Amato 
Bessie E. Jett 
Ruth E. Loveless 

Office of the Secretary 
Bureau of Engraving & Printing 
Bureau of Engraving & Printing 

45 Years oj Federal Service 

Catherine C. Norris Office of the Comptroller of the 
Currency 

40 Years oj Federal Service 

William E. Allen 
Wadsworth S. Branch 
Albert J. Faulstich 

Benjamin G. Glisson, Jr. 

Harold E. Hartstack 
Richard Heys 
Evelyn P. Maney 
W. Dean Mathis 
Robert V. McIntyre 
Harold J. Shields 
Clifton D. Walker 
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Internal Revenue Service 
Internal Revenue Service 
Office of the Comptroller of the 

Currency 
Office of the Comptroller of the 

Currency 
Internal Revenue Service 
Internal Revenue Service 
Office of the Treasurer of the U.S. 
Internal Revenue Service 
Office of the Secretary 
Office of the Treasurer of the U.S. 
Internal Revenue Service 



THE SECRETARY'S ANNUAL AWARDS 

The Secretary of the Treasury presents honorary awards each year to recogniZe bureaus for 
outstanding performance ;n a numher of afear. 

SECRETARY'S AWARD FOR INCENTIVE AWARDS 
PROGRAM (PERFORMANCE) 

Bureau of Engraving and Printing 

For the best overall results in effectively recognizing em
ployee performance which significant! y exceeded normal 
job requirements. Over 23 percent of all personnel of the 
Bureau of Engraving and Printing received cash awards or 
high quality pay increases, and tangible benefits from serv
ices recognized averaged over $3,000 per 100 employees. 

SECRETARY'S AWARD FOR INCENTIVE AWARDS 
PROGRAM (SUGGESTIONS) 

Bureau of Customs 

For the best overall results in the suggestion program during 
fiscal year 1971. For each 1CO employees on its rolls, the 
Bureau had over four adopted suggestions and estimated 
savings of $2,090. 

SECRETARY'S AWARD FOR SIGNIFICANT AC· 
COMPLISHMENT IN THE COST REDUCTION 
AND MANAGEMENT IMPROVEMENT PRO· 
GRAM 

Bureau of Customs 

For sustained superior achievement in program operations 
since 1965' resulting in a twelve-fold increase in benefits by 
1970, and for benefits of over $5 million achieved in 1971 
which exceeded the established goal by almost $2 million. 
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SECRETARY'S AWARDS FOR SAFETY 

Office oj the Comptroller oj the Currency 

For showing the greatest reduction in the frequency of dis
abling injuries over the preceding 3-year average for bureaus 
with over 1,800 personnel. The Office reduced its rate to 1.2 
per million man-hours worked, a reduction of 45.5 percent 
of the previous 3-year average. 

Office oj the Treasurer oj the United States 

For showing the greatest reduction in the frequency of dis
abling injuries over the preceding 3-year average for bureaus 
with under 1,800 personnel. The Office reduced its rate to 
1.0 injuries per million man-hours worked, a reduction of 
47.4 percent of the previous 3-year average. 
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MERITORIOUS SERVICE A WARD 

The Meritorious Service Award i.r next to the highest award which may he recommended for 
prmntation by the Secretary. It is conferred on employeu who render 11UriJorioflJ service 
within or beyond their required dllties. 

BRYCE W. BRATT (Retired), Planning Officer, Planning and 
Analysis Division, Internal Revenue Service 

For distinguished contributions to the art of tax administra
tion and to the problems of management in the public service. 

FRANK E. BROWN, Senior National Bank Examiner, 11th 
National Bank Region, Office of the Comptroller of the Cur
rency, Dallas Tex. 

For outstanding contributions to the stability and security 
of the banking industry by his timely and knowledgeable 
handling of many complex and delicate situations. 

Roy C. CAHOON, Assistant to the Director (Coin Management 
and Public Information), Bureau of the Mint 

For substantive contributions to the growth of the public 
relations function of the Mint and his achievements in 
bringing major Mint projects to fruition. 

HELEN K. DIXON, Supervisory Salary and Wage Administration 
Specialist, Office of Industrial Relations, Bureau of Engraving 
& Printing 

For outstanding leadership and exceptional technical com
petence in effectively planning, administering and coordi
nating the wage and classification program for the Bureau. 
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FRANK H. ELLIS, Chief National Bank Examiner, Office of the 
Comptroller of the Currency 

For exceptional administrative ability and outstanding 
technical competence in supervising four national banking 
regions containing some of the nation's most complex 
financial centers and most active areas of economic growth. 

P. EDWARD FROWD, Director, San Francisco Disbursing Center, 
Bureau of Accounts 

For outstanding cost reduction and management improve
ment accomplishments in the processing of Treasury checks 
and U.S. Savings Bonds. 

THOMAS J. GORMAN, Jr. (Retired), Former Director, Division of 
Inspection and Control, Bureau of Customs 

For notable contributions to Customs operations, including 
the predeparture inspection phase of the aircraft antl
hijacking program at major gateway airports. 

SETTLE HEADLEY (Retired), Former Chief, Division of Retired 
Securities, Bureau of the Public Debt 

For significant contributions to the effectiveness, efficiency 
and economy of the operations of the Bureau of the Public 
Debt. 

THOMAS HUGHES (Retired), Former Deputy National Director, 
U.S. Savings Bonds Division 

For outstanding dedication to the Saving Bonds programs 
which inspired his staff and volunteer workers to achieve 
goals exceeding expectations. 

ROBERT L. Joss, Former Deputy to the Assistant Secretary for 
Economic Policy 

For outstanding contributions to the economic work of the 
Department and his ma jor role in the development and 
promotion of the Administration's General Revenue Sharing 
Plan. 
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ELIZABETH C. KENLY (Retired), Former Director, Accounting 
Branch, Fiscal Management Division, Office of the Comptroller 
of the Currency 

For outstanding leadership in effectively carrying out the 
budget and accounting operations of the Office of the Comp
troller of the Currency. 

BERNARD KRIXTEIN (Retired), Former Administrative Officer, 
U.S. Savings Bonds Division 

For extraordinary insight into and broad knowledge of the 
needs and operations of the Savings Bonds Division in 
providing administrative support to the bond sales program. 

FREID A B. MARKS, Chief, Financial Services Branch, Division of 
Disbursement, Bureau of Accounts 

For outstanding competence and resourcefulness as a manager 
in accomplishing important organizational changes and for 
carrying out various special assignments in exemplary 
fashion. 

GEORGE L. MCCONVILLE, Executive Assistant to the Com
missioner of Accounts 

For outstanding contributions to the formulation and execu
tion of forward-looking management policies and the conduct 
of special programs in the Bureau of Accounts. 

ROBERT V. McINTYRE, Customs Cooperation Council Repre
sentative, Office of the Assistant Secretary for Enforcement 
and Operations 

For exemplary service both at home and abroad in the 
fields of vessel tonnage and in facilitating travel and 
transport. 

MARY A. MONOMACK, Secretary to the Assistant Secretary for 
International Affairs 

For exceptional efficiency, dedication to duey, and service 
as a source of continuity and stability to five successive 
Assistant Secretaries. 
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WILLIAM R. ROZIER, Deputy Administrative Assistant (Person-
nel), Office of the Comptroller of the Currency 

For his decisive leadership in developing a more highly 
professional personnel management program in the Office 
of the Comptroller. 

DAVID A. SAWYER, Director, Equal Employment Opportunity 
Program, Office of the Secretary 

For introducing a highly innovative program to the financial 
industry to assure uniform employee opportunity and for 
furthering equal employment opportunity for Treasury 
employees. 

ELMER F. SHUMAKER, Senior National Bank Examiner, Third 
National Bank Region, Office of the Comptroller of the 
Currency, Philadelphia, Pa. 

For outstanding efficiency in handling difficult bank exam
inations and his contributions to the training and develop
ment of less experienced bank examiners. 

HENRY E. SIHLER, Senior National Bank Examiner, Second 
National Bank Region, Office of the Comptroller of the 
Currency, New York, N.Y. 

For displaying exceptional judgment and technical skill 
in conducting some of the nation's most demanding bank 
examination assignments. 

MALCOLM L. STEIN, Former Attorney Advisor, Office of Tax 
Legislative Counsel, Office of the Assistant Secretary for Tax 
Policy 

For distinctive contributions in the development of highly 
complex, innovative provisions of the Tax Reform Act of 
1969 relating to private foundations. 
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EXCEPTIONAL SERVICE AWARDS 

This is the highest award which may be recommended for presentation by the Secretary. The 
award is conferred on employees who distinguish themselves by txceptj~llal service within 
or beyond their relJuired duties. 

DONALD W. BACON, Assistant Commissioner (Compliance), 
Internal Revenue Service 

For his exceptional contributions to Treasury's IDlSSlOn 
especially to the effective and efficient administration 
of the Government's self-assessment system of taxation. 

DOROTHY ANDREWS KABIS (PoHhumous), Former Treasurer of 
the United States 

For exemplary service as Treasurer of the United States 
from May 8, 1969, to July 3, 1971. 

BRUCE K. MACLAURY, Former Deputy Under Secretary for Mon. 
tary Affairs 

For his contributions to timely monetary policies and progress 
and his able representation of the Department in complex 
and important dealings in matters of international finance. 

DONALD M. MERRITT (Retired), Former Commissioner of the 
Public Debt 

For his effective leadership in dealing with a wide range of 
complex problems arising from the increase in the public 
debt and the introduction of new financing techniques and 
procedures. 

DOLORES D. MORGAN, Personnel Officer, Bureau of Accounts 

For extraordinary achievements in spearheading an efficient 
and responsive bureau personnel program geared to the 
needs of management at all levels. 
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EDWARD F. PRESTON, Assistant Commissioner (Administration), 
Internal Revenue Service 

For exceptional ability and creativity in developing and 
carrying out major management improvements in the 
Internal Revenue Service. 

HAMPTON A. RABON (Retired), Former Deputy Fiscal Assistant 
Secretary 

For a career of distinguished service to the Government 
in banking and financial affairs. 

ELMER L. RUSTAD, National Director, U.S. Savings Bonds 
Division 

For dedication to the Savings Bonds Program, outstanding 
leadership of staff and volunteers, and effective performance 
in creating systems and programs- all of which were a 
major contribution to record bond sales. 

ALBERT J. SCHAFFER, Director, Personnel Division, Internal 
Revenue Service 

For outstanding contributions to the personnel management 
program of the Service and dedication to the best interests 
of the Government and the employees he has served. 

MARGARET W. SCHWARTZ (Retired), Former Director, Office of 
Foreign Assets Control, Office of the Secretary 

For bringing unusual levels of judgment and integrity to 

assignments which enabled the Department to act quickly 
and efficiently in a program area important to our national 
security. 

WILLIAM H. SMITH (Retired), Former Deputy Commissioner, 
Internal Revenue Service 

For distinguished contributions to enlightened and even
handed administration of the tax laws affecting one hundred 
million Americans. 
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B. FRANK WHITE (Retired), Former Regional Commissioner, 
Dallas Region, Internal Revenue Service 

For outstanding contributions in the field of good manage
ment and administration of tax laws and regulations. 

HENRY F. ZIEGENFUS, Technical Assistant to the Commissioner 
of the Public Debt 

For sound ad vice on the issuance of public debt securities and 
his exceptional technical competence in adapting new ideas 
and techniques to established offering procedures to facilitate 
the marketing of securities. 
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ALEXANDER HAMILTON AWARD 

This award is conferred by the Secretary to individuals personally desigfldua by him /4 hi 
so honored. It is gmmJlly restricted to the highest officials of the Department whD btl", 
worked closely with fhe Secretary for a substanlial period of time and who have demll1lStrilf,J 

outstanding leadership during thaI period. 

EDWIN S. COHEN, Assistant Secretary for Tax Policy 

For his imaginative and untiring leadership to the Depart
ment's tax legislation and tax analysis programs. 

DAVID M. KENNEDY, Former Secretary of the Treasury 

For his perceptive and determined leadership during a time 
when the nation was grappling with serious domestic and 
international economic problems. 

JOHN S. NOLAN, Deputy Assistant Secretary for Tax Policy 

For his outstanding effectiveness in assuring a comprehensive 
tax program. 

JAMES E. SMITH, Special Assistant to the Secretary (Congressional 
Relations) 

For his major role in the enactment of a landmark Treasury 
legislative program. 

RANDOLPH W. THROWER, Fonner Commissioner of the Internal 
Revenue Service 

For distir:guished leadership as Commissioner of Internal 
Revenue-April 1969-February 1971. 

MURRAY L. WEIDENBAUM, Former Assistant Secretary for Eco-
nomic Policy 

For his steady and thorough counsel which helped twO 
Secretaries of the Treasury through a difficult period of 
economic transition. 
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ALEXANDER HAMILTON 
First Secretary of the Treasury 



FOR RELEASE AT 1: 00 P. N. 

PRE-NOTIFICATION REPORTS, DECE~ffiER 7, 1971 

% Increase 
N.ame of Company Sough t 

Teledyne, Inc., Vasco 4.9 
Steel, Latrobe, Pa. 

Container Corp. of 7.0 
America, Chicago, Ill. 

American Crystal Sugar Co. 5.9 
Denver, Colo. 

National Standard Co. 
Buchanan Steel Division 
Niles, Michigan 

International Paper 
Company, New York, N.Y. 

Sheller - 9lob~ Corp. 

Westmoreland Coal Co., 
Roda Brand Metal 
tlJentz Metallurgical 
Imperial Smokeless Division 
Philadelphia, Pa. 

Olin Corporation 
Chemical Division 
Stamford, Conn. 
Winchester Grays 
Turner Division 
SYcamore, Ill. 

Teledyne Inc., Vasco Steel 
Vasco Steel 
Vasco Steel 
Vasco Steel 
Latrobe, Pa. 

Less than t;.Oi-ji 

5.4 
4.9 

6.5 

3.89 

6.1 
6.1 
6.4 

5.0 

3.0 

4.7 
7.1 
4.7 
7.1 

(f\10RE) 

~AGE 1 OF 4 PAGES 

Office of Public Affairs 
Room 7316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202·254-8540 

PNR #15 

Product % Revenue Increase 
Line For Firm 

High speed .05 
steel 

Paperboard 0.4 

Molasses 0.3 

Mfg. 
Catheters 

Funeral Coach 
Ambulances 

Coal 

Chemicals 

Torches 
Plumbing 
Accessories 

Alloy Steel 
Carbon Steel Alloy 
Precipitation Steel 
Tool Steel 

4.2 
0.3 

.03 

.01 

0.1 
0.2 
0.3 

.06 

.02 

+ 
+ 
+ 
+ 



Name of Company 

Teledyne, Inc. 
McKay 
Pi ttsburg, Pa. 
Metal Farming 
Elkhart, Indiana 
Monarch Rubber 
Hartville, Ohio 
Portland Forge 
Portland, Indiana 

The Singer Co. 
Industrial Products Group 
New York, N.Y. 

Babcock & Wilcox 
Tubular Prod. Div. 
Bloner Falls, Pa. 

Carnation Company 

Del Monte 
San Francisco, Calif. 

Colt Industries, Inc. 
Fast Cut Tool Operation 
of Pratt \'Jhi tney Cutting 
Tool & Gage Division 
Crucible Alloy Division 
Holley Carburetor Division 
New York, N. Y. 

Alco Standard Corp. 
Barnes & Tuc~er Co. 
Valley Forge, Pa. 

American Smelting 
and Refining 
New York, N.Y. 

Thomas J. Lipton 
Englewood Cliffs, N.J. 

% Increase 
Sought 

3.0 

.9 

3.5 

5.2 

3.15 
1.32 

5.05 

5.94 

3.3 

.34 
10.33 

7.4 
9.2 

17.65 

4.9 

2.5 

Westvaco Corp, New York, N.Y. 4.1 

Max Fac tor & Co. 
Hollywood, Calif. 

The Singer Co., Home 
Furnishing & Climate 
Control Group 
New York, N. Y • 

.. Less than O. Olf~ 

1.2 

4.78 

(MORE) 

PNR #15 - PAGE 2 OF 4 PAGES 

Product 
Line 

% Revenue IncreaSE 
For Firm 

Custom Rolled 
Metal 
Rubber Tires 

Steel Forgings 

Home Furnishings 
Control Electric 
Switches 

Canned Frui t & 
Vegetables 

Steel Discs & Blades 
Automative Replace
ment Parts 

Bitiminous Coal 

Coal 

Tea 

Fine Paper 

Casegoods 
Furniture 

+ 

+ 

.02 

0.1 

.05 
+ 

1.2 

0.3 

1.6 

.34 

.01 

.08 
0.2 

1.0 

.05 

2.5 

.04 

1.0 

.07 



Name of Companx 

Teledyne, Inc. 
Monarch Rubber 
Hartville, Ohio 

Westvaco Corp 
Fine Paper Division 
Fine Paper Division 
Bleached Board Division 

Virginia Folding Box 
Kraft Division 
Chemical Division 
New York, N.Y. 
U.S. Envelope Co. 
Springfield, Mass. 

Genesco, Inc. 
Gentan, Division 
Nashville, Tenn. 

National Starch 
Chemical Co. 
New York, N.Y. 

% Increase 
Sought 

3.5 

3.53 
3.09 
4.98 

3.12 
4.62 
5.0 

2.98 

12.0 

23.9 

(MORE) 

PNR #15 - PAGE 3 OF 4 PAGES 

Product 
Line 

% Revenue IncreasE 
For Firm 

Rubber Molded 
Products 

Fine Paper 
Trade Book 
Bleached Board 
Products 

Saturating Kraft 

Envelopes 

Leather Shoes 

Label Adhesives 

.02 

.04 

.02 
0.4 

0.2 
0.1 
0.2 

.02 

0.1 

.02 
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Percentage price increases for the following companies are not readily 
apparent in form submitted, reauiring further analysis: 

Name of Comnanv 
westmorelanc('Coaf;--Phi-radelphia, Pa. 

Westmoreland Coal, Philadelphia, Pa. 

Westvaco Corp., New York, N.Y. 

S. K. F. Industries, Inc., Philadelphia, Pal 

S. K. F. Industries, Inc., Philadelphia, Pal 

Product Line 

Coal 

Paper Tableware 

Roller Bearings 

Roller Bearings 

The following firms and public utilities have made submissions under 
regulations governing regulated industries and utilities. Commission 
action will be reported as it is taken: 

Name of Company 
Associated Hospital Service, New York, N.Y. 

Tampa Electric Co., Tampa, Fla. 

rexas Eastern Transmission Corp., 
Hous ton, Texas 

:olumbia Gas of Ohio, Inc., Columbus, Ohio 

Che Peoples Gas Light & Coke Co., Chicago, Ill. 

[roquois Gas Corp., Buffalo, N. Y. 

lew York Telephone Co., N. Y • 

'he Washington Power Co .. 

. labama Power Co., Birmingham, Ala. 

merican Telephone & Telegraph, New York, N. Y. 

orthwestern Bell, Omaha, Nebra. 

outhern Bell, Atlanta, Ga. 

eneral Telephone Co., Durham, N.C. 

>, Applications Submi tted 12/7 
>. rirms 12/7 
)tal Applications to Date 
)tal Firms to Date 

Ital Applications Approved to Date 

Ital Applications Denied to Date 

oOD 

64 
39 

683 
529 

104 

2 

Product Line 
Hospital Care 



Price 
C ·· Omm~6SaOn 

DAILY DECISION REPORT - DECEMBER 8, 1971 

FOR RELEASE AT 1 :00 P.M. 

Office of Public Affairs 
Room 1316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202·254-8540 

DECISION LIST #11 

APPROVAL OF DECISIONS 

% Increase 
Name of Company Sought 

U,S. Steel 3.6% 

A.D. Smith Corp. 1.6% 

Hoover Ball & Bearing 3.31% 

Deere & Co. 4.82% 

% Increase 
Approved 

3.6% 

1.6% 

3.31% 

*4.56% 

% Revenue 
Increase 

Product Line For Firm 

Steel Mill Products 3% 

Auto-Truck Chassis .076% 
Component Parts 

.14% 

Agricultural and 4.56% 
Industrial Tractors 
and Equipment, Lawn 
and Garden Equipment, 
and Service Parts 

* Corrected item from Decision List #8, December 3, 1971 

DELETE Interlake Corp. from Approvals on Decision list #10, December 7,1971. 
Clerical error. The Commission has not acted. Total approvals for 
December 7 should read 101. 

TOTAL APPROVED 104 

TOTAL DENIED 2 



Price 
Commission 

DAILY DECISION REPORT - DECEMBER 9, 1971 

news 
Office of Public Affairs 
Room 7316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202·254-8540 

DECISION LIST #12 

DENIAL OF PRICE INCREASES 

Name of Company % Increase 
Sought 

Allen-Bradley Co. 7.75% 
Rostone Corp. 

Bowater United States 4.9% 
Corp. 5.1 % 

Product Line 

Custom-Made Electrical 
Insulators 

Coated Paper 
Domestic & Canadian Newsprint 

and Groundwood Specialty Papers 

APPROVAL OF PRICE INCREASES 
% Revenue 

Name of Company, % Increase % Increase Product Line Increase 
Sought Approved for Fi nn 

Dow Chemical Co. 2% 2% All Products 2% 
(1972 Ave.) (1972 Ave.) 

Carnation Co. 5.94% 5.94% Non-dairy Creamer "% • J 0 

A.O. Smith Corp. 3.3% 3% Harvest Store .009 
Structures 

North American 6.7% 6.7% Auto Parts, 1.14% 
Rockwell (average) (average) Transmission & 

Axles 

REMARKS: The Rostone Corp. denial was based on the lack of consolidated 
profit margin data from the parent firm, Allen Bradley. 

The Bowater request was denied because the increase would have 
raised the company's profit margin over the base period. 

* Accumulated figure for two approvals. 

(2)* 



n.- e I:IIC _ _ 
Commission 

~E-NOTIFICATION REPORT~, DECEMBER 8, 1971 

me of Company 

lston Purina Co. 
St. Louis, Mo. 

rris Industries, Inc. 
Los Angeles, Calif. 

ene Corporation 
~etal Products Division 

New York, New York 

ICtron, Inc. 
Ilaterbury Farrell 
)ivision 

Providence, R. I . 

q Beef Processors 
)akota Ci ty, Neb. 

~ris Industries, Inc. 
,os Angeles, Calif. 

)well Collier and 
lacmillan 

Standard Rate & Data 
Service 

National Register 
Publishing Co. Inc. 

Skokie, Ill. 

ess than 0.01% 

% Increase 
Sought 

0.3 

5.84 

6.772 

4.88 

8.0 

.25 

14.34 

4.1 

5.0 

(MORE) 

Product % 
Line 

Plant & Ani-
mal Health 

Consumer 
Ry Krisp 

Automotive 
Wheels 

Metal Construc-
tion 

Gear Harbor 
Machinery & 
Equipment 

Cattle 

Auto Wheels 

Rate & Data 
Service 

Publishing 

Office of Public Affairs 
Roam 7316 
2000 M Street, N.W. 
WashinJlon, D.C., 20508 
Phone: 202·254-8540 

PNR #16 

Revenue Increase 
For Firm 

+ 

0.1 

0.2 

0.2 

0.1 

.02 

0.3 

.07 

.01 



Name of Company 

Textron, Inc. 
Waterbury Farrell 

Divis~on 
Providence, R.I. 

Fuaua Industries 
Egg Harbor Boot Co. 
McDonough Power Equip

ment Co. 
Atlanta, Ga. 

H. J. Heinz Company 
ORE - IDA Foods 

Pittsburgh, Pa. 

Kraftco Corporation 
Kraft Foods 

New York, New York 

Alberto-Culver Company 
Melrose Park, Illinois 

Sheller-Glober Corporation 
Toledo, Ohio 

Genesco, Inc. 
Genesale Division 

Westvaco Corporation 
Westvaco Corporation 
Westvaco Corporation 

Westvaco Corooration 
Westvaco Corporation 

Fine Papers Division 
Fine Papers Division 

New York, New York 

Westvaco Corporation 

The Bendix Corporation 
Southfield, Michigan 

" 
" 
" 
II 

50 Increase 
Sought 

2.75 

7.0 
3.65 
7.5 

3.6 
1.65 

8.3 

2.8 

11.1 

3.95 

6.3 

5.0 
4.17 
3.32 

4.34 
4.43 

4.68 
4.38 

2.58 

8.2 

8.2 
6.5 
2.4 
9.7 

(MORE) 

PNR #16 PAGE 2 OF 11 PAG£s 

Product 
Line 

% Revenue Increase 
For Firm 

Machine Equip-
ment 

Press Machinery 
Turning Machines 
Cold Heading Ma-

chinery 

Lawn Mowers & 
Gas Equipment 

Frozen Potatoe 
Products 

Retail Margarine 

V05 Shampoo 

School & Passen
ger Bus Bodies 

Leather Soles 

Multiwall Bags 
Fine Papers 
Coated Web 

Offset 
Book Paper 
Highly Coated 

Paper 
Coated Paper 

Bulk Resin 

Pneumatic Parts 

II 

Brake Lining 
II 

Wheel & Brake 
Service Repair 
Kits 

.01 

.01 

.02 

.03 

.06 
0.1 

0.5 

.09 

0.6 

0.3 

.02 

0.1 
.04 

0.1 

.02 
0.1 

.04 
0.1 

0.01 

0.2 

0.1 
0.1 
0.04 
0.04 



~ame of Company 

the Bendix Corporation 
southfield, Michigan 

It 

It 

It 

" 

" 
" 
" 
" 
" 

" 
" 
" 

" 
" 

" 
" 

" 
" 
If 

" 
" ., 

" 
" 
" 
" 

" 
" 
" 

lybestos Manhattan, Inc. 
Bridgeport, Conn. 

leller-Globe Corporation 
TOledo, Ohio 

% Increase 
Sought 

0.7 

7.9 

0.8 
3.4 

1.6 
0.4 
7.0 
8.5 
0.8 

0.5 
2.1 
5.6 

1.4 
13.7 

1.4 
5.6 

0.8 
11.9 
1.6 
9.7 
0.2 
8.0 

0.1 
11.7 
2.3 
4.5 

1.7 
7.5 
1.3 

2.5 

4.02 

Product 
Line 

% Revenue Increase 
for Firm 

Wheel & Brake 
Service Repair 
Kits 

Carburetor Re
pair Kits 

" 
Vacuum Units for 

Brake Systems 

" 
Ignition Parts 

It 

" 
Carburetor Re

pair Kits 
Chemical Products 

" 
Hydraulic Brake 

Parts 
II 

Electric Fuel 
Pumps 

II 

Carburetor & Other 
Parts 

II 

Auto Starter Device 

" 
" 
" 

Hydraulic Brake 
Fluid 

1\ 

Carburetor Parts 

" 
Cement Lining for 

Brakes & Clutches 

" 
Brake Shoes 

" 

Auto Replace
ment Parts 

Funeral Coaches 

0.01 

0.01 

+ 
0.01 

+ 
+ 

0.02 
0.01 

+ 

+ 
+ 

0.01 

+ 
0.01 

+ 
+ 

+ 
0.01 

+ 
+ 
+ 
+ 

+ 
0.01 

+ 
0.01 

0.01 
0.02 
0.01 

0.5 

0.05 

(MORE) 



Name of Company 

Sheller-Globe Corporation 
Toledo, Ohio 

Roper Corporation 
Eastern Products Corp. 

Talley Industries, Inc 
Eska Company 
Mesa, Arizona 

Pennwalt Corporation 
J. F. Jelenko Company 
Phila., Pa. 

Columbia Pictures In
dustries, Inc. 
New York, N. Y. 

Economics Laboratory, Inc. 
Klenzade Division 
st. Paul, Mi_nn. 

The Kendall Company 
Boston, Mass 

Chromalloy American Corp. 
Fulton Manufacturing Co. 
Manseon, Ohio 

Stardyne, Inc. 
Vinton, Iowa 

Combined Insurance Company 
Chicago, Ill. 

II 

II 

" 
Fleming Company 

American Trailer Inc. 
Oklahoma City, Okla. 

White Consolidated In
dustries, Perfection 
Products, Cleveland, Ohio 

PNR #16 PAGE 4 OF 11 PAGES 

% Increase Product 
Sought Line 

1.4 Zinc Die 
Casting 

4.0B Steel Utility 
Building 

5.2 

2.B 

B.7 

5.4 

7.55 

0.6 

5.1 

10.2 
25.5 
44.4 
43.3 

1.54 

Gasoline Elec. 
Motors 

Dental Gold 
Alloy 

Licensing T. V. 
Series 

Cleaning 
Compounds 

Quinidine 
Sulfate 

Battery Power 
Light 

Fertilizer 
Spreaders 

Group Insurance 
II 

11 

11 

Trailer 

% Revenue Increa.s 
for Firm 

0.01 

0.3 

0.2 

0.07 

+ 

o. '7 

0.02 

+ 

0.01 

+ 
+ 
+ 

0.01 

0.01 

1.7 Oil & Gas Heaters + 

(MORE) 



Name of Company: 

Time Incorporated 
New Yorlc, New York 

Dover Corporation 
New York 
O.P.N. Division 

Cinncinatti, Ohio 

Wal ter Kidde and Company 
Greenwold Industries 

Brooklyn, New York 

Instrumen t System Corp. 
Gim Metal Products Co. 
Corle Place, Ne~'J York 

Roper Corporation 
Eastern Products Corp. 

Columbia, Md. 

Burlington Industries 
New York, N. Y. 

i\l1ied Mills, Inc. 
Chicago, Ill. 

" 
Jana Corporatj on 

Toledo, Ohio 
C. M. Spring Co. 

Berwick, Pa. 

Spicer Universal 
Joint Division, Lima 

Parish Division 
Midwest Frame Division 

Toledo, Ohio 
Victor Casker Division 
Chicago, Ill. 

Victory Seal Division 
Toledo, Ohio 

p. T. O. Division 
Toledo, Ohio 

PNR # 16 

% Increase Product 
Sought Line 

3.77 Ma.gazine 
Advertising 

2.5 

2.5 

PAGE 5 OF 11 PAGES 

% Revenue Increase 
for Firm 

1.2 

0.2 

0.2 

2.5 CO.Ln Meter System 0.02 

13.51 

4.62 

4.03 

18.8 
9.6 

5.5 

5.0 

5.9 

5.0 

4.5 
4.0 
6.0 

3.4 

(MORE) 

Steel Acoustical 
Systems 

Textile Products 

Univ. Joint 

Frames 

Hydraulic Gear 
Pumps & Motors 

0.5 

0.1 

0.1 

0.03 
0.06 

0.03 

0.02 

0.8 

0.3 

0.09 
0.02 
0.01 

0.06 



" Iner ..... 
Name of COlllpany 

Dana Corporation 
Spicer Universal 
Joint Company 

Pottstown, Pal 
Mardigan Corpc~?tion 

Warren, Michigan 
Toledo, Ohio 

Spicer Clutch 
Auburn, Indiana 

Toledo, Ohio 
Perfect Circle Div. 

Toledo, Ohio 
Spicer Trans
mission Division 

Toledo, Ohio 
Spicer Axle Division 

Economics Laboratory, Inc. 
St. Paul, Minnesota 

Dana Corporation 
Midwest Frame Division 

Toledo, Ohio 
Craft Division 

Toledo, Ohio 
Spicer Universal 

Joint, Pottstown, Pal 
Parish Division 
P. T. O. Division 

Toledo, Ohio 
Power Equipment Division 

Toledo, Ohio 
Spicer Transmission 

Division, Toledo, Ohio 
Spicer Axle Division 

Toledo, Ohio 
Spicer Universal 

Joint, Toledo, Ohio 
Spicer Universal 

Joint, Marion, Ohio 
Wholesale Parts 

Toledo, Ohio 

Sought 

5.0 

9.8 

2.5 

4.3 

4.0 

5.3 

15.1 

1.4 

2.1 

0.5 
0.5 

1 .9 

4.7 

1.5 

0.9 

3.0 

0.5 

2.5 

(MORE) 

PNR #16 PAGE 6 OF 11 PAGEs 

Product 
Line 

" Revenue Incr ..... 

Universal Joints 

Axles 

Cleaning Products 

Frames 

Wholesale Parts 

Universal Joints 

Power Equipment 

Transmissions 

Axles 

Universal Joints 

n 

Wholesale Parts 

for FiX'll! 

0.2 

+ 

0.06 

0.3 

0.4 

1.1 

+ 

0.09 

0.2 

0.02 
0.06 

0.03 

0.1 

0.1 

0.2 

0.02 

0.03 

0.3 

-



~me of Company 

Allied Mi 11s, Inc. 
II " " 

Chicago, Ill. 

Knudsen Corp. 
Dairy Fresh, Inc. 

Los.Angeles, Calif. 

Admiral Corp. 
II " 

" II 

Chicago, Ill. 

Ogden Corp. 
Tillie Lewis Food Inc. 

Stockton, Calif. 

N.L. Industries, Inc. 
Baker Castor Oil, Co. 

Bayonne, N. J . 

Consolidated Foods Corp. 
B.P. John Furni ture 

Chicago, Ill. 

White Motor Corp. 

% Increase 
Sought 

12.4 
11.4 

2.8 

3.26 
3.29 
3.67 

PNR #16 PAGE 

Product 
Line 

Calp-V-Nip 111 
" " " #2 

Wholesale Cheese 

Household Refrigerators 
" II Freezers 

Room Air Conditioners 

3.9 Tomato Pa.ste 

4.96 Castor Oil 

1.9 

7 

% 

OF 11 PAGES 

Revenue Increase 
For Firm 

.01 

+ 

.08 

0.6 
0.1 
0.2 

0.02 

0.1 

0.01 

White Superior Div. 6.0 Heavy Equipment, Engines, Etc. 0.2 
Cleveland, Ohio 

Euc1 id, Inc. 
Cleveland, Ohio 

Ogden Corp. 
Tillie Lewis Foods, Inc. 

Stockton, Calif. 

Carnation Co. Containe13 Inc. 
II II " 
II II " 
Los Angeles, Calif 

Pepsico, Inc. 
Purchase, New York 

Schumberger LTD 
Heath Compa.ny 

New York, New York 

" 
" 

6.5 

3.49 

2.12 
3.85 
8.7 

0.8 

1. 55 

" " 

Tomato Paste 

Metal Containers 

Dry Cat Food 

Sporting Goods 

Electronic Kits 

Fuqua Industries 3. 1 Transport Services 
Interstate Motor Freight Systems 

Atlanta, Ga. 

(MORE) 

" " 0.3 

+ 

0.02 
0.2 
0.2 

0.05 

0.1 

0.01 



Name of Company 

Consolidated Foods, Corp. 
Michigan Fruit Canners, Inc. 

Chicago, Ill. 

Dana Corp. 
Toledo, Ohio 

'7. Increa.e 
Souaht 

9.0 

2.5 

Spicer Universal <Joint Div.) 

11 11 

General Mills, Inc. 
Model Products 

Minneapolis, Minn. 
Kenner Products 

Cincinatti, Ohio 
Parker Bros. 

Minneapolis, Minn. 

Toms Foods LTD 

Iowa Beef Producers 
Dokato Ci t~· 1 Nebraska 

Allied Chemical Corp. 
New York, New York 
" II " 

California & Hawaiian Sugar 
San Francisco, Calif. 

AMBAC Industries Inc. 
Electrical Products 

Corle Place, New York 

Sheller-Globe Corp. 
Toledo, Ohio 

Co. 

National Distillers Chemical 
Corp. 

New York, New York 

Bethlehem Steel Corp. 
Beth-Elkhorn Corp. 

Bethlehem, Pa. 

Norton Simon Inc. 
Hunt Wesson Foods Inc. 

New York, New York 

5.0 

3.8 

5.02 

2.1 

5.25 

.25 

20.86 

7.11 

1.38 

4.19 

3.55 

2.27 

7.61 

8.5 

PNR 116 PAGE 8 OF 11 PAGES 

Product 
Line 

Canned Cherry Pie 
Filling 

Universal Joints 

" " 

Lionel Trains 

Boston Baked Beans 

Chemical Dyes 

Chemicals 

Bulk Sugar 

Motors 

1.. Revenue Inc:re •• e 
For Firm 

.02 

0.3 

.02 

0.2 

.06 

+ 

.02 

.03 

.05 

.09 

0.2 

Cadillac Coaches & Ambulances .02 

Gilbey .02 

Coal .04 

Tomato Products .05 

(MORE) 
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% Increase Product % Revenue Increase 
~ of Company Sought Line For Firm 

Union Rock Material Cork 4.5 Concrete Blocks 0.6 
San Xavier Rock & Materials 

Phoenix, Arizona 

Dow Chemical Co. 2.0 Chemical Products 2.0 

Wal ter Kidde and Co. 2.5 Locks .02 
Presto Locks Div. 

Clifton, N. J. 

Mattel Inc. 5.12 Toys 2.7 
Hawthorne, Calif. 

Miles Labratories Ames Co. 6.89 0.7 
Elkhart, Ind. 

Consumer Products 5.2 1.8 
" " 

White Motor Corp. 1.6 Engines .06 
Alco Engine 

Auburn, New York 

Borg Warner Corp. 22.5 Hospital Therapy Products + 
Chicago, Ill. 

+ Less than .01% 

(MORE) 
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Percentage price increases for the following companies are not readily 
apparent in form submitted, requiring further analysis. 

Name of Company 

Heublein, Inc" 
United Vinters, Inc., Hartford, Conn. 

Nationwide Corporation 
Columbus, Ohio 

Texas Gulf Sulphur Company 
Houston, Texas 

Wyle Laboratories, Inc. 
El Segundo, Calif. 

Product Line 

Investment Advisory 
Services 

Natural Gas 

The following firms and public utilities have made submissions under 
regulations governing regulated industries and utilities. Commission 
action will be reported as it is taken. 

Name of Company 

Indiana Bell Telephone Company, Inc. 
Indianapolis, Indiana 

Western Union Telegraph Company 
New York, N. Y. 

Boston Gas Company 
Bos ton, Mass. 

Natural Gas Pipeline Company 
Washington, D. C. 

Natural Bus Traffic Assn. 
Chicago, Ill. 

El Paso Natural Gas Company 
El Paso, Texas 

Chevron Oil Company 
The California Co. Division, 
New Orleans, La. 

Nebraska Public Power District 
Columbus, Nebraska 

Pacific Power & Light Company 
Portland, Oregon 

North Shore Gas Company 
Chicago, Ill. 

Michigan Bell Telephone Company 
Detroit, Michigan 

Wisconsin Electric Power Company 
MilwaUkee, Wisconsin 

Department of Water and Power 
Los Angeles, Calif. 

Illinois Central Railroad 
Chicago, III 

Laclede Gas Company 
St. Louis, Mo. 

(MOR1i1 

Product Line 

Railroad 

Gas 



____ -----N~~~-of Com~p~a~n~y ________ __ 

Laclede Gas Comnany 
St. Louis, Mo. 

Ci ties Services 

Cities Services Co~oration 
New York, N. Y. 

Cities Services Corporation 
Cities Services Corporation 
Ci ties Services Corporation 
Ci ties Services Corporation 
Cities Services Corooration 
Ci ties Services Corporation 
Cities Servi.ces Corporation 
Arizona Public Service 
The River Gas Company 
Potomac Electric Power Company 
Transwestern Pipe Line 

No. Applications Submitted 12/8 

No. Firms 12/3 

Total Applications to Date 

Total Firms to Date 

Total ApDlications Approved to Date 

Total Apolicati ons Denied to Date 

000 
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Product Line 

--

200 

112 

883 

641 

108 

5 



Price . 
Commission 

DAILY DECISION REPORT - DECEMBER 9, 1971 

news 
Office of Public Affairs 
Room 1316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202·254-8540 

DECISION LIST #12 

DENIAL OF PRICE INCREASES 

Name of Company % Increase 
Sought 

Allen-Bradley Co. 7.75% 
Rostone Corp. 

Bowater United States 4.9% 

Product Line 

Custom-Made Electrical 
Insulators 

Coated Paper 
Domestic & Canadian Newsprint Corp. 5.1 % 

and Groundwood Specialty Papers 

APPROVAL OF PRICE INCREASES 
% Revenue 

Name of Company % Increase % Increase Product Line Increase 
Sought Approved for Fi rm 

Dow Chemi ca 1 Co. 2% 2% All Products 2% 
(1972 Ave.) (1972 Ave.) 

Carnation Co. 5.94% 5.94% Non-dairy Creamer .3% 

A.O. Smith Corp. 3.3% 3% Harvest Store .009 
Structures 

North Ameri can 6.7% 6.7% Auto Parts, 1.14% 
Rockwell (average) (average) Transmission & 

Axles 

REMARKS: The Rostone Corp. denial was based on the lack of consolidated 
profit margin data from the parent firm, Allen Bradley. 

The Bowater request was denied because the increase would have 
raised the company's profit margin over the base period. 

* Accumulated figure for two approvals. 

(2)* 



The Department of the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

FOR IMMEDIATE RELEASE December 10, 1971 

TREASURY ANNOUNCES SCHEDULE CHANGE FOR 
WEEKLY BILL AUCTION DUE TO HOLIDAY SEASON 

The Treasury announcei today that the weekly bill auction 

normally scheduled for Monday, December 20, will be held 

instead on Friday, December 17. The day for the auction is 

being advanced to assure ample time between it and the payment 

date during the holiday season. The payment and delivery date 

for these bills l'fill be Thursday, December 23. 



FOR IKMEDIATE RELEASE 
December 10, 1971 

EXECUTIVE OFFICE OF THE PRESIDENT 

COST Gf nn run~~@ 
LIVHl6 COU~JCIL U U liD UJ o)J 

Office of Pub lic Affairs 
Room 4013 
Washington,. D. C. 20507 
Phonel 202-254-3240 

The Cost of Living Council today announced that the 
Commonwealth of Puerto Rico will be exempt from the federal Economic 
stabilization Program. 

The Council noted that the Governor of Puerto Rico now has 
authority to control certain basic prices. Rents in Puerto Rico 
are controlled by the legislature. In addition, special minimum wages 
are set by industry committees in Puerto Rico. 

The exemption ruling follows precedents set in World War II and 
Korea, when the Commonwealth was exempted from economic control 
programs. 

000 

CLC-42 



FOR IMMEDIATE RELEASE 
December 10, 1971 

EXECUTIVE OFFICE OF THE PRESIDENT 

COST OF rm ru nnq @ 
LIUHJ6 CG~~JCIL U U ® U·U QJ) 

Office of Pub lic Affairs 
Room 4013 
Washington, D.C. 20507 
Phone: 202-254-3240 

The Cost of Living Council announced today an exemption from controls 
for certain U. S. workers overseas and U. S. Insular possessions and 
territories. 

The Council ruled that post-freeze controls do not apply to the 
Virgin Islands, Guam, American Samoa, the Ryukyu and Daito Islands 
and the Trust Territories of the Pacific Islands. 

It also ruled that wages and salaries of Americans who live abroad 
and work for U. S. companies will be exempt from controls of the 
Economic Stabilization Program. 

In the case of overseas employees, the Council noted that employees 
living and working abroad are affected by economic conditions and the 
cost of living in the countries in which they reside. During the freeze, 
increases in compensation were permitted to employees working abroad to 
reflect fluctuations in foreign currency in relation to the U. S. dollar. 

000 

CLC-43 



The Deportment of the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

9,R IMMEDIATE RELEASE December 10, 1971 

TREASURY'S WEEKLY BILL OFFERING 

Department, by this public notice, invites tenders 
Treasury bills to the aggregate amount of 

The Treasury 
or two series of 
3,900,000,000 , 
ills maturing 

or thereabouts, for cash and in exchange for Treasury 
December 23, 1971, in the amount of $3,903,835,000, 

,8 follows: 

9~day bills (to maturity date) to be issued December 23, 1971, 
,n the amount of $2,300,000,000, or thereabouts, representing an 
ldditional amount of bills dated September 23, 1971,and to mature 
urch 23, 1972, (CUSIP No. 912793 MTO) originally issued in 
:he amount of $1,600,070,000, the additional and- original 'bills to be 
:reely interchangeable. 

182r day bills, for $ 1,600,000,000, or thereabouts, to be dated 
lecember 23, 1971, and to mature June 22, 1972 
CUSIP No. 912793 NG7). 

The bills of both series will be issued on a discount basis under 
o~etitive and noncompetive bidding as hereinafter provided, and at 
Iturity their face amount will be payable without interest. They will 
e issued in bearer form only, and in denominations of $10,000, 
15,000, $50,000, $100,000, $500,000 and $1,000,000 (maturity value). 

Tenders will be received at Federal Reserve Banks and Branches up 
:0 the closing hour, one-thirty p. m., Eastern Standard 
:ime, Friday, December 17, 1971. Tenders will not be received 
lt the Treasury Department, Washington. Each tender must be for a 
linimum of $10,000. Tenders over $10,000 must be in multiples of 
15,000. In the case of competitive tenders the price offered must be 
!xpressed on the bas is of 100, with not more than three dec imals , 
:·g.,99.925. Fractions may not be used. It is urged that tenders be 
lade on the printed forms and forwarded in the special envelopes which 
~ll be supplied by Federal Reserve Banks or Branches on application 
here for. 

Banking institutions generally may submit tenders for account of 
'UStomers provided the names of the cus tomers are set forth in such 
:enders. Others than banking institutions will not be permitted to 



- 2 -
submit tenders except for their own account. Tenders will be received 
without deposit from incorporated banks and trust companies and from 
responsible and recognized dealers in investment securities. Tenders 
from others must be accompanied by payment of 2 percent of the face 
amount of Treasury bills applied for, unless the tenders are accompanie 
by an express guaranty of payment by an incorporated bank or trust 
company. 

Immediately after the closing hour, tenders will be opened at the 
Federal Reserve Banks and Branches, following which public announcement 
will be made by the Treasury Department of the amount and price range 
of accepted bids. Only those submitting competitive tenders will be 
advised of the acceptance or rejection thereof. The Secretary of the 
Treasury expressly reserves the right to accept or reiect any or all 
tenders, in whole or in part, and his action in any such respect shall 
be final. Subject to these reservations, noncompetitive tenders for 
each issue for $200,000 or less without stated price from anyone 
bidder will be accepted in full at the average price (in three decimals 
of accepted competitive bids for the respective issues. Settlement for 
accepted tenders in accordance with the bids must be made or completed 
at the Federal Reserve Bank on December 23, 1971, 
in cash or other immediately available funds or in a like face amount 0 

Treasury bills maturing December 23, 1971. Cash and exchange tender 
will receive equal treatment. Cash adjustments will be made for 
differences between the par value of maturing bills accepted in 
exchange and the issue price of the new bills. 

Under Sections 454 (b) and 1221 (5) of the Internal Revenue Code 
of 1954 the amount of discount at which bills issued hereunder are sold 
is considered to accrue when the bills are sold, redeemed or otherwise 
disposed of, and the bills are excluded from consideration as capital 
assets. Accordingly, the owner of Treasury bills (other than life 
insurance companies) issued hereunder must include in his income tax 
return, as ordinary gain or loss, the difference between the price paid 
for the bills, whether on original issu~ or on subsequent purchase, a~ 
the amount actually received either upon sale or redemption at maturity 
during the taxable year for which the return is made. 

Treasury Department Circular No. 418 (current revision) and this 
notice, prescribe the terms of the Treasury bills and govern the 
conditions of their issue. Copies of the circular may be obtained fr~ 
any Federal Reserve Bank or Branch. 

000 



The Department of the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

FOR IMMEDIATE RELEASE December 10, 1971 

The Treasury Department announced today that because 

of Public Law 92-138, which amends the Sugar Act of 1948 

to impose quotas on candy effective January 1, 1972, 

sweetened chocolate, candy, and certain confectionery 

will be exempt from the 10 % surcharge as of January 1st. 

This is in accordance with Trea9..1 ry Additional Duty 

Order No.2 of August 23, 1971, which exempted from the 

President's Additional Duty Order items subject to 

quantatitive limitations. 

1970 imports of sweetened chocolate, cand~ and certain 

confectionery amounted to $51,000,000. 

000 

C-214 



Price. . 
Commission news 

Office of Public Affairs 
Room 7316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202·254-8540 

DAILY DECISION REPORT - DECEMBER 10, 1971 DECISION LIST #13 

APPROVAL OF PRICE INCREASES 

Name of Company 

Sybron Corp., Ritter Co. 

Gulf & Western, 
Stampi ng Di vi s ion 

lana Corp. 

~estmore 1 and Coal Co. 

\lco Standard Corp. 
Barnes & Tucker Co. 

~estvaco, United States 
Enve lope Co. 

'he Singer Co. 

t. R. Donnell ey & Sons Co. 

Iccidenta 1 Petroleum Co. 
Island Creek Coal Co. 

herwi n-Wi 11 i ams Co. 

edders Corp. 

eneral Signal Corp. 

-

% Increase 
Sought 

3.1 

3.43 

4.65 

7.9 

17.03 

4.3 

3.15 
4.78 
1.32 

3.95 
3.52 

4.5 

3.12 

2.11 

4.1 
(average) 

lot to exceed 4.3% on any product. 
Less than 0.01%. 

% Increase 
Approved Product Line 

% Revenue Increase 
for Firm 

3.1 Dental & Medi-

3.43 

4.65 

4.4 

4.57 

4.3 

3.15 
4.78 
1.32 

3.95 
3.52 

4.5 

3.12 

2.11 

4.1* 
(average) 

(MORE) 

cal Equipment 

Auto Parts 

Auto Parts 

Coal 

Coal 

Tables 
Casegoods 
Industrial 

Products 

Commercial 
Printing 

Coal 

Paint 

Air Conditioning 
Products & House
hold Appliances 

Pumps, Pump Parts, 
Repairs & Service 

+ 

0.01 

4.65 

1.69 

0.26 

1.7 

0.12 

2.57 

0.6 

1.84 

0.03 

0.1 



Name of Company 

·riangle Publications 
TV Guide 

tepub 1 i c Steel 

[nterl ake Corp. 

~over Ball & Bearing 
Co., Tote Systems 
Division 

rota 1 Approvals 127 

·otal Denials 5 

% Increase 
Sought 

2.85 

3.4 

7.23 

6.1 

DECISION LIST #13 - Page 2 of Pages 

% Increase % Revenue Increase 
Approved Product Line 

2.85 Advertising 1.77 

3.4 Steel Mill 3.2 
Products 

7.23 Steel Strapping 0.97 

6.1 Fertilizer Appli- .07 
cations Equipment .22 (2)* 

~ kcumulated % for applications indicated in brackets. 



Price 
Commission 

PRE-NOTIFICATION REPORTS, DECEMBER 9, 1971 

% Increase 
N,ame of Company Sought 

Pettibone Corp. 6.3 
Pettibone, New York 
National Iron Division 5.9 

Chicago, Ill. 

The Macke Company 
Building Maintenance Divis ion 6.1 
and Cleaning Unlimited, Inc, 

Dow Corning Corp. 2.5 
Midland, Mich. 

Ford Motor Co. 
Autolite-Ford Parts Division 2.7 

Dearborn, Mich. 

Greenwood Mills 10.54 
Greenwood, S • C. 

Sperry & Hutchinson Co. 
Bigelow-Sanford Inc. 1.87 

New York, N. Y. 

Keystone Consolidated Industries 
National Lock Fastener 5.49 

Rockford, Ill. 
National Lock Hardware 5.95 

Division 
Peoria, Ill. 

(MORE) 

news 
Office of Public Affairs 
Room 7316 
2000 M Street. N. W. 
Washington. D.C •. 20508 
Phone: 202·254-8540 

PNR #17 

% Revenue 
Product Increase 

Line For Firm 

Multikranes 1.2 
Truck-Kranes 

Truck Cranes O.()f) 

Building Main- 0.2 
tenance and 
Cleaning 
Services 

Chemicals 2.2 

Parts & Acces- 1.3 
sories for 
Automotive 
Services 

Industrial Yarns 0.2 

Rugs and Carpets 0.4 

Cold Forming O.S 
Screws, Bolts 

Hardware 1.0 



Name of Company 

Ogden Corp. 
Tillie Lewis Foods 

Stockton, Calif. 

Phillips Petroleum Co. 
Bartlesville, Okla. 

Instrument Systems Corp. 
Schiller Brothers 

Hackensack, N. J. 
Gramercy Park Lighting Co. 

Bronx, N. Y. 
Laurel Lamp Co., Inc. 

Newark, New Jersey 

% Increase 
Sought 

4.65 

1.35 

5.03 

8.46 

12.16 

Geringer & Sons Manufacturing 5.27 
Peekskill, N. Y. 

Grumman Corp. 
Grumman Allied Ind., Inc. 

Garden City, N. Y. 

AMSTED Industry, Inc. 
Chicago, Ill. 

" 

Questor Corp. 
Toledo, Ohio 

J. P. Stevens 
New York, N. Y. 

GENESCO, Inc. 
Greensboro Manufacturing Co. 

Walter Kidde & Co., Inc. 
Interstate Security 

Services, Clifton, N.J. 

Chrysler Corp. 
Detroit, Michigan 

+ Less than 0.01% 

6.8 

4.8 

5.0 

2.86 

1.222 

2.8 

1.14 

4.9 
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% Revenu 
Produc t Increase 

Line For Fiz -

Comme rc i al Can 0.01 
Sales 

Sale of Propylene + 

0.1 

Lighting Fixtures 0.1 

Olson Truck 
Bodies 

Cast Steel 
Couplers 

Cast Steel Yokes 
for Railroad 
Cars 

Juvenile Fur
niture Div. 

0.3 

0.2 

0.1 

0.1 

0.03 

0.2 

1.2 

Women's & 2.0 
Children's 
Pajamas, Gowns, 
Sleepers 

Guard Services + 

Marine & Indus- + 
trial Products 



Name of Company 

Li bby, McNe i 11 & Li bby 
Chicago, 111. 

" 
" 
" 

" 
" 

" 
" 
" 
" 
" 
" 
" 
" 
II 

II 

II 

" 

" 
11 

" 
" 

II 

" 
" 
" 
" 
" 

Continental Can Co. 
Glassware Division 

Clarksburg, W. Va. 

Kane ~1i Iler Corp. 
R. K. Baking Corp. 

New York, N. Y. 

+ 
Less than 0.01%. 

% Increase 
Sought 

1.8 

8.4 
6.2 
0.8 

5.6 
7.4 

4.8 
11.6 
5.7 
6.7 
5.6 
5.3 
5.2 
3.4 

20.6 
10.9 
7.5 

10.8 
14.2 
2.2 
2.3 
9.3 

11.5 
10.6 
6.2 

11. 2 
4.2 
1.6 
7.7 
1.6 

9.9 

8.7 

(MORE) 
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Product 
Line 

Stuffed 01 i ves 
Queen Size 

Sloppy Joe 
Tomato Juice 
Stuffed Manzella 

Olives 
Tomato Juice 
Stuffed 01 ives 

Queen Size 
CVT Green Beans 
Tomato Juice 
Cream Succotash 
Pear Nectar 

" 
" 

Sliced Carrots 
Queen Olives 
Lima Beans 
Sliced Carrots 
Cut Green Beans 
Baby Lima Beans 
Lima Beans 
Brussel Sprouts 
Vegetables for Stew 
Peas 
Lima Beans 
Cut Corn 
Garden Vetegables 
Sliced Carrots 
Cut Green Beans 
Vienna Sausage 

" 
Slant Sliced Green 

Beans 

Tableware, Pressed 
Tumblers 

Wholesale Cakes and 
Pastry 

7 Revenue 
Increase 
for Firm 

+ 

0.1 
0.2 

+ 

0.02 
+ 

+ 
0.1 

+ 
+ 
+ 
+ 
+ 

+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 

0.01 
0.01 

+ 
0.01 

+ 
+ 
+ 
+ 

0.6 

0.2 



Name of Company 

American Bakeries Co. 
~~con, Georgia Plant 
Cleveland, Ohio Plant 
Memphis, Tennessee Plant 
Houston, Texas Plant 
Birmingham, Alabama Plant 
Akron, Ohio Plant 

.'.merican Can Co. 
Greenwich, Conn. 

Owens Illinois, Inc. 
Toledo, Ohio 

Allia Chaiffiel~ Corp. 
West Allis, Wisconsin 

Norton Simon, Inc. 
New YOlK., 1~. Y. 

Indian Heed, Inc. 
Crawf ord ~lanufactur i ng Co., Inc. 

Richmond, Va. 

Dairylea Cooperative, Inc. 
New York, N. Y. 

Ball Corp. 
Casperstin Plate Co. 

Chicago, Ill. 

" 

!·letals tL Chemical Division 
Greenville, Tenn. 

" 

Sybron Corp. 
Taylor Instrument Co. 

Consumer Products Division 
Rochester, N. Y. 

+Less than O.OI~. 

% Increase 
Sought 

4.61 
7.61 
5.22 
3.35 
5.12 
4.57 

4.9 

3.8 

5.2 

4.3 

6.75 

3.3 

5.3 

4.5 

3.2 
3.8 

2.8 

CMORE) 
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Product 
Line 

Bakery Products 
" 
" 
" 
" 
" 

Paper and Paper
board Cups, r1ates 

Tubular Containers 
Shell Vials Snap 

Capvials 

Industrial Trucks 

Cans 

Textile Canvas 
Products 

Fluid Milk, Milk 
Products, Fruit 
Drinks 

Steel Freight 
Charges 

Delivery Charge 
for Shipments 

Ring Battery Cans 
Zinc Engraved Plates 

Consumer & Scientific 
Weather & Temperature 
Instruments 

% Revenue 
Increase 
for Firm 

0.03 
0.1 
0.1 
0.06 
0.06 
0.03 

0.2 

0.02 

0.03 

0.2 

0.02 

0.3 

+ 

+ 

0.2 
0.1 

0.06 



Name of Company 

Libby, McNeill & Libby 
Chicago, Ill. 

" 
" 
" 
" 
" 
" 
" 
" 
" 
" 
" 
" 
" 
" 
" 
" 
" 
" 

% Increase 
Sought 

5.7 
1.9 
9.3 
5.5 
5.7 
7.5 

13.4 
4.8 
2.9 
4.3 

14.6 
3.6 
3.5 
3.0 
9.2 
7.0 
4.9 
1.1 
1.2 

PNR #17 

Product 
Line 

Peas and Carrots 
Green Beans 
Sliced Carrots 
Broccoli Spears 
Chopped Broccoli 
Brussel Spouts 
Butter Beans 
Cau 1 if lower 
Waxed Beans 

" 
Cream Style Corn 
Tomato Juice 
Tomato Catsup 

" 
" 

Tomato Sauce 
Tomat"o Juice 
Green Beans 

" 

Page 5 

% Revenue 
Increase 
for Firm 

+ 
+ 
+ 

0.03 
+ 
+ 
+ 

0.01 
+ 
+ 
+ 

0.01 
0.01 
0.01 
0.05 
0.1 

+ 
+ 
+ 

Percentage price increase for the following companies is not readily apparent in form 
submitted, requiring further analysis. 

Name of Company 

Clark Equipment Company, Automotive Division 
Buchanan, Michigan 
Automotive Division -- Jackson 

Baltimore Gas & Electric Co. 
Gas & Electric BUilding 

Baltimore, Maryland 
Inland Container Corp. 

Indianapolis, Indiana 

+ Less than 0.01%. 

(MORE) 

Product Line 

Automotive 
" 

Retail Appliance Stores 

Fabricated Corrugated Fiber 
Sheets 



Name of Company 
Product 

Line 

PNR it17 Page n 

Percentage price increase for the following companies is not readily apparent in 
form submitted, requiring further analysis: 

Consolidated Dairy Products 
Seattle, Wa. 

Engelhard Minerals and 
Chemicals 

Engelhard Ind., Division 

Kane Miller Corp. 
New York, New York 

G.L. Webster Corp. 
Cheriton, Va. 

Indian Head, Inc o 
Crawford Mfg. Co., Inc. 

Richmond, Va. 

Florida Mobile Homes Carriers 
Conf. 

Jacksonville, Florida 

Wyle Laboratories 

Service to Jobbers 

Refinery services to 
customers 

Canned Vegetables 

Textile Canvas 
Products 

Mobile Home 
Carriers 

The following firms and public utilities have made submissions under regulations 
governing regulated industries and utilities. Commission action will be reported 
as it is taken. 

Union Electric Co. 
Sto Louis, Mo. 

Long Island Lighting Company 
Mineola, N.Y. 

Mississippi River Transmission Corp. 
St. Louis, Missouri 

Northern Indiana Public Service 
Co. 

Hammond, Indiana 
" " " 

Allied Chemical Corp. 
New York, New York 
Union Texas Petroleum 

Houston, Texas 

" 

(MORE) 

Electricity 

Electric & Gas 
SerVices 

Natural Gas 

Gas Service 
Electricity 

Natural Gas 
II If 



Name of Company 

New Jersey Natural Gas Co. 
Asbury Park, N. J. 

Union Electric Co. 
St. Louis, Mo. 

Penn Central Trans. Co. 
New Haven Suburban Passo 

Train Service 
New, York, New York 

Oklahoma Natural Gas Co. 
Tulsa, Oklahoma 

Consolidated Edison Co. of NY INC. 
New York, New York 

Redwing Carriers 
Tampa, florida 

Pacific Inland Tariff Bureau Inc. 
Portland, Oregon 

Salt River Project 
Phoenix, Arizona 

General Telephone & Elec. Corp. 
New York, New York 

General Telephone & Elec. Corp. 
General Telephone Co., of the 

Hidwest 
Grinnell, lao 

General Telephone & Elec. Corp. 
General Telephone Coo of the 

Southwest 
San Angelo, Texas 

Illinois Bell Telephone Co. 
Chicago, Ill. 

Rocky Mountain Motor Tariff Bureau 
Inc. 

Denver, Colorado 

New York Motor Carrier 
Conference, Inc. 

Buffalo, New York 

CMORE) 

PNR 1t17 

Product 
Line 

Gas 

Electricity 

Transit 

Natural Gas 

Transport Services 

Electric Services 

Telephone Service 

" " 

" I, 

Telephone Service 

Transport Services 

" II 

Page 7 



Name of Company 

New York State Electric 
and Gas Corp. 

Ithaca, New York 

American Electric Power 
Service Corp. 

New York, New York 

REA Express, Inc. 
New York, New York 

General Telephone & Elect. Corp. 
General Telephop.e Co. of Ohio 

General Telephone Co., of the 
Midwest 

Grinnell, Iowa 
General Telephone Co., of the 

Northwest 
Everett, Wash., 

Western Calif. Telephone Coo 
Los Gatos, Calif. 

Four States Telephone Co. 
San Angelo, Texas 

General Telephone Co. of the 
Southwest 

San Angelo, Texas 

Alabama Power Company. 
Birmingham, Alabama 

Penn Central Transportation Co. 
Philadelphia, Penn. 

Washington Gas Light Co. 
Washington, D. C. 

American Transit Corp. 
Chicago & Calument Dist. 

Transit Coo 
Chicago, 1110 

American Transit Corp. 
Lubbock Transit Corp. 

Lubbock, Texas 

Southern Natural Gas Co. 
Birmingham, Ala. 

Wisconsin Electric Power 
Milwaukee, Wis. 

(MORE) 

PNR #17 

Product 
Line 

Page 8 

Electricity and Gas 

Increase in Rates 

Transport Service 

Telephone Service 

" " 

" " 

" " 

" " 

" " 

Electricity 

Freight 

Gas 

Transportation 

Gas 

Gas 



No. Applications Submitted 12/9 
No. Firms 12/9 
Total Applications to Date 
Total Firms to Date 

Total Applications Approved to Date 

Total Applications Denied to Date 

159 
54 

1,043 
699 

127 

5 

PNR #17 Pege 



PB-l9 

Office of Public Affairs 
Room 8316 
2000 M Street, N. W. 
Washington, D.C., 20508 
Phone: 202.254~~ 851 

FOR llfrffiDIATE RELEASE December 9, 1971 

The Pay Board today discussed the provisions of the labor agreement 

between the Brotherhood of Railway Signalmen and the Railway Carriers, 

which \Vas submitted to the Board by j oint agreement of the parties at 

interest. 

This agreement, which was settled on November 16, 1971, and is, 

therefore, under Pay Board rules a "ne,>.," agreement, covers the 

period January 1, 1970 to June 30, 1973. 

A review of this agreement indicates increases of 5% effective 

January 1, 1970 and a 6.9% increase effective November 1, 1970. Both 

of these increases were mandated by Congress and cannot be considered 

a part of the proposed settlement ruled upon by the Board. 

Additionally, increases of 2.6% on January 1, 1971, and 2.9% on 

April 1, 1971, conform to recommendations made by the Presidential 

Emergency Board on April 14, 1971. 

These actions by the Congress and the Presidential Emergency 

Board were taken considerably prior to the freeze and before the Pay 

Board \Vas es tab lished. 

It must be understood that bargaining in the railroad industry 

is conducted under the Railway Labor Act rather than under the general 
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labor statutes covering most of organized labor. It is not unusual 

for negotiations to continue long after the anniversary dates of those 

portions of contracts covering pay and certain working conditions. 

The current series of agreements \-7hich set the pattern, of which the 

Signalmen's contract is a part, were reached at various dates extending 

from February 10, 1971 to the present. 

The 3-1/2 year period covered by the agreement, two years of which 

have already elapsed, is the same period utilized throughout the 

industry in other agreements. This agreement conforms in most of its 

features to contracts already in effect with railroad unions representing 

some 320,000 of the nation's 485,000 railroad employees. It is appli

cable to about 10,000 employees or 2% of all railway workers subject to 

national agreements. 

The tenus of this agreement provide for incre.lses over the pas t 

two years of substantially the same amounts either legislated by the 

Congress in 1970 or recommended by Presidential Emergency Boards. 

The Pay Board, therefore, considered primarily those portions 

of the contract running from January 1, 1971, to its expiration date in 

1973. Board approval included the increase called for effective 

October 1, 1971 amounting to 5%. 

As of Nov,ember 13, 1971, which is the "base date" to be used in 

establishing a base for computing increases under new agreements, the 

base hourly cost for workers under this agreement has been established 

at $5.51 per hour, excluding health insurance costs. This amount 
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includes the 5% increase called for on October 1, 1971. 

The motion adopted by the Pay Board provides: "That the Pay 

Board approves the Railroad Signalmen's agreements, subject however 

to the same prenotification requirements and review procedures as 

are applicable to the remainder of the railroad industry with respect 

to deferred increases scheduled for April 1, 1972, October 1, 1972 

and April l, 1973." 

ItlNFiNffffffNfffffffffiFif 



FOR IMNEDIATE RELEASE 
PB-20 

Office 01 Public Affairs 
Room 8316 
2000 M Street, N,W, 
Washington, D,C" 20508 
Phone: 202-254:-350085 1 

December 9, 1971 

The Pay Board today named its representatives to a joint sub-

committee which will collaborate to assure conformity of action by 

the Pay Board and the Construction Industry Stabilization Committee. 

Representatives are: 

Public Nember: Arnold Weber 

Business Hember: Virgil Day 

Labor Hember: Floyd E.Smith 

The subcommittee waS authorized at a Pay Board meeting on 

December 8 which was attended by else Chairman John T. Dunlop and 

five other members of the committee. 

II til! I,! II If {,1 II 



Price 
Commission news 

Office of Public Affairs 
Room 7316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202-254-8540 

AllY DECISION REPORT - DECEMBER 10, 1971 DECISION LIST #13 

APPROVAL OF PRICE INCREASES 

Name of Company 

ybron Corp., Ri tter Co. 

,ulf & Western, 
Stamp; ng Di vi s ion 

'ana Corp. 

lestmore 1 and Coa 1 Co. 

,leo Standard Corp. 
Barnes & Tucker Co. 

lestvaco, United States 
Enve lope Co. 

'he Singer Co. 

t. R. Donnell ey & Sons Co. 

leei denta 1 Petro 1 eum Co. 
Is 1 and Creek Coal Co. 

iherwin-Wi 11 i ams Co. 

:edders Corp. 

ieneral Signal Corp. 

% Increase 
Sought 

3.1 

3.43 

4.65 

7.9 

17.03 

4.3 

3. 15 
4.78 
1.32 

3.95 
3.52 

4.5 

3.12 

2.11 

4. 1 
(average) 

Not to exceed 4.3% on any product. 
f 
less than 0.01%. 

% Increase 
Approved Product Line 

% Revenue Increase 
for Firm 

3. 1 

3.43 

4.65 

4.4 

4.57 

4.3 

3.15 
4.78 
1.32 

3.95 
3.52 

4.5 

3.12 

2.11 

4.1* 
(average) 

(MORE) 

Dental & Medi
cal Equipment 

Auto Parts 

Auto Parts 

Coal 

Coal 

Tables 
Casegoods 
Industrial 

Products 

Commercial 
Printing 

Coal 

Paint 

Air Conditioning 
Products & House
hold Appliances 

Pumps, Pump Parts, 
Repairs & Service 

+ 

0.01 

4.65 

1.69 

0.26 

1.7 

0.12 

2.57 

0.6 

1.84 

0.03 

O. 1 



DECISION LIST #13 - Page 2 of Pages 

% Increase % Increase 0 1 Revenue I ncreas '0 

~:ame of Company Sought Approved Product Line 

Triangle Publications 
TV Guide 2.85 2.85 Advertising 1.77 

Republic Steel 3.4 3.4 Steel t~i 11 3.2 
Products 

Interlake Corp. 7.23 7.23 Steel Strapping 0.97 

Hoover Ball o B . c. ,ea rl r.g 6. 1 6. 1 Fertilizer Appli- .07 
Co., Tote Systems cations Equipment .22 (2)* 
Divisicn 

Total Approvals 127 

Total Denials 5 

* Accumulated ~: for applications indicated in brackets. 



The Department of the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

FOR RELEASE UPON DELIVERY 

REMARKS OF THE HONORABLE EUGENE T. ROSSIDES 
ASSISTANT SECRETARY OF THE TREASURY 

(ENFORCEMENT, TARIFF AND TRADE AFFAIRS, AND OPERATIONS) 
before the 

NATIONAL NARCOTICS AND DANGEROUS DRUGS 
Washington Hilton 
December 13, 1971 

ENFORCEMENT ASSOCIATION 
Washington D.C. 

10:00 a.m. 

Let me begin on a note of hope and with a challenge. 

215 

In my judgment, President Nixon's war against drug abuse 
is succeeding. He has: 

1. Arrested the United States' incredible downward slide 
into drug abuse; 

2. Alerted the international community to the global 
problem of drug abuse. More has been done by the international 
community to attack drug abuse in the last two and one-half 
years than in the previous twenty five years. 

But let there be no false optimism. We have a long and 
steep climb ahead of us just to return to the level from which 
we fell. It will require the active participation of all of us. 
However, I am confident that the challenge will be met. 

The challenge facing the over 350,000 men and women in 
the State and local law enforcement community, the first line of 
defense internally against drug abuse, is to galvanize into 
action against drug abuse on a twenty-four hour a day, seven day 
a week bas is. 

President Nixon's War on Drug Abuse 

Let me describe the President's multi-dimensional program-
a program as innovative in concept and as bold in action as his 
New Economic Policy. 
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President Nixon started his war on drugs the first month 
of his Administration when he established the Interdepartmental 
Task Force on Narcotics, Marijuana and Dangerous Drugs that 
led to Operation Intercept in September, 1969, and Operation 
Cooperation in October, 1969. He has escalated that war with 
a series of action programs, and progress has been made. 

First, he elevated the drug problem to the foreign policy 
level and has taken personal initiatives in soliciting the 
cooperation of other governments. 

Second, he placed particular emphasis on the crucial roles 
of education, research, and rehabilitation and provided increased 
funds in these three essential areas. 

Third, he recommended differentiation in the criminal 
penalty structure between heroin and marijuana; and flexible 
provisions for handling first offenders. 

Fourth, he stressed total community involvement--the 
private sector as well as governmental agencies--in this anti
drug abuse drive. 

Fifth, he provided a substantial increase in budgetary 
support for Federal law enforcement in this area. 

Sixth, he recognized the central role of the states and 
the need for close Federal-state cooperation in a unified drive 
against drug abuse. 

In this program, we have seen for the first time the total 
involvement of the institution of the Presidency in the battle 
against drug abuse. 

It is this program that has given me the basis for the 
cautious optimism I am expressing. In my opinion, drug abuse 
has reached its peak and has leveled out. Perhaps it has even 
begun to recede. But certainly I am aware, as each of you is, 
that we have a long hard battle ahead of us to bring that line 
back down to the level on the chart from which it started! 



3 

1. Foreign Policy and Presidential Initiative 

One of the serious errors of the past was the failure to 
appreciate drug abuse as a worldwide problem calling for an 
international response. Prior to this Administration, 
international activity by the United States was principally 
on the enforcement level. 

President Nixon raised drug abuse to the foreign policy 
level at the beginning of his Administration and took personal 
initiatives to elicit the cooperation of other governments. 

The aim of our diplomatic efforts is to have each nation 
do its share and meet its responsibilities in the worldwide war 
against drug abuse. 

In September, the President announced creation of a 
Cabinet Committee on International Narcotics Control under the 
chairmanship of Secretary of State William P. Rogers. This 
formalized an ad hoc procedure. Secretary Connally is a member 
of the Committee, along with Secretary Laird, Attorney General 
Mitchell, Director Helms, and Ambassador Bush. The Committee 
is responsible for the formulation and coordination of all 
policies of the Federal Government relating to the goal of 
curtailing and eventually eliminating the flow of illegal 
narcotics and dangerous drugs into the United States from abroad. 

Through the use of diplomacy, we have achieved a sub
stantial advance in our objectives. 

Important news was the joint announcement on June 30, 1971, 
by Prime Minister Erim of Turkey and President Nixon that Turkey 
decreed that after the one year delay required by the law of 
Turkey, cultivation of the opium poppy would no longer be legal 
in Turkey. Progress of a similar kind was made in another part 
of the world when the Royal Laotian Government adopted a new 
law outlawing opium production and trafficking in that country. 

We have sought to stimulate multilateral action through 
the United Nations. The United States has contributed $1 million 
to a UN Special Action Fund and has pledged a second million. 
We also seek multinational support for amendments to strengthen 
the 1961 Single Convention on Narcotics. 
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The President's words, in his address to the United 
Nations on its 25th Anniversary in October, 1970, sum up the 
problem: 

"It is in the world interest that the narcotics 
traffic be curbed. Drugs pollute the minds and 
bodies of our young, bring misery, violence, and 
human and economic waste. This scourge of drugs 
can be eliminated through international cooperation." 

Examples of that type of cooperation which have already 
been achieved under the President's program are the bilateral 
arrangements with Canada and Mexico for cooperation and mutual 
assistance along our borders, and with France and Turkey to 
control drug trafficking and smuggling. Most of the European 
nations now realize that they have their own drug problem. 

The so-called "golden triangle" where Burma, Laos and 
Thailand converge is probably the most extensive area of 
illegal production, producing approximately half of the world's 
illicit output of opium. Until fairly recently, this opium 
production was consumed by East Asian addicts. However, white, 
96 to 98 percent pure heroin whi.ch appeared recently is aimed 
almost entirely at U.s. servicemen in Vietnam. The United 
States Government with the full cooperation of the Government of 
South Vietnam is devoting major attention to bringing this 
problem under control. The Department of Defense has made this 
a matter of the highest priority and substantial progress has 
been made. 

Recently, the United States and Thailand signed a 
Memorandum of Understanding which provides a framework for 
major efforts in suppressing illegal traffic in dangerous drugs. 
Thailand, recognizing there is a serious problem, has pledged 
a full effort to combat drug trafficking within and smuggling 
across its borders. We are also examining with other 
governments in Southeast Asia what can be done to stop the 
traffic in heroin. 
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More has been done by the international community to 
attack drug abuse in the last two and one-half years than 
in the previous twenty five years. Much more, however, has 
to be done, particularly against illegal narcotics trafficking 
and corruption. 

2. Education, Research,and Rehabilitation 

The proposal for the creation of the Special Action Office 
for Drug Abuse Prevention now being considered by Congress is 
an important step. That office will coordinate Federal action 
in the fields of education, research, and rehabilitation. 

The drug abuse problem has long been recognized as one of 
both supply and demand, and President Nixon's response has been 
guided accordingly. While we are working to eliminate the 
supply at the sources, to stop the smuggling of illicit drugs 
into the United States, and to stop the distribution of illicit 
drugs internally, eliminating the demand for drugs among our 
young is also central to success. 

The key to eliminating the demand for drugs lies in 
education. The vast majority of youth, when given access to 
the facts, will reject drug abuse as against their own self
interest as well as against the interest of their nation. 

President Nixon is convinced that much of our problem is 
attributable to the mass of misinformation and street-corner 
mythology which has filled the vacuum left by our failure in 
the past to deal with the young on a mature, reasoned, and 
factual basis. In the past, our Government took the easy but 
ineffective routE of "do as I say because I say so" rather 
than the more difficult route of clearly presenting the facts 
necessary for informed decision. 

In his June 17, 1971, message, which included the 
recommendation for the creation of the Special Action Office, 
President Nixon stressed "reclamation of the drug user himself," 
and requested Congressional approval of a total of $105 million 
in addition to funds already contained in the FY 1972 budget to 
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be used solely for the treatment and rehabilitation of drug
addicted individuals. He asked the Congress to provide an 
additional $10 million in funds to increase and improve 
education and training in the field of dangerous drugs. This 
will increase the money available for education and training 
to more than $24 million. 

3. Differentiation in Penalty Structure and Flexible 
Provisions for Handling First Offenders 

President Nixon realized that the prOV1Slons concerning 
penalties in the laws already in effect before the passage 
of the Controlled Dangerous Substances Act of 1970 had created 
substantial problems of credibility in dealing with the youth 
of our country. Treating marijuana as though it were the same 
as heroin created serious problems in convincing young people 
who were conditioned to be skeptical of all established programs 
that there Was any logic or reason in the attack on drug abuse. 
The minimum mandatory penalties created serious problems for 
prosecutors and judges dealing with first offenders. 

While the penalty provisions of the Drug Abuse Act of 1970 
are the same for heroin and marijuana, the essence of the 
President's proposal was adopted by the repeal of the minimum 
mandatory sentence provisions that under many circumstances 
required prison terms, without probation or parole, for handling 
even the smallest quantities of marijuana. This permits the 
courts to make reasonable distinctions between youths with small 
quantities of marijuana and dealers in heroin. 

The courts were also granted the important discretion on 
any drug offense to clean the slate on the first offender by 
striking from the record mention of the first offense without 
adjudication of guilt. 

4. Action Within the Private Sector 

The President has stressed that the private sector must 
provide community leadership in organizing drug abuse educational 
and other action programs. Religious organizations and 
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educational, community and c~v~c groups such as Parent-Teacher 
Associationb, Rotary, Kiwanis, Chamber of Commerce, and Jaycees 
are best equipped to get directly into the home where they 
can assist parents in handling the problems of drug abuse with 
intelligence and credibility. Effects of the President's 
program to get private persons and groups involved in the 
attack on the drug problem are being seen and felt. 

In my judgment, no community will win its war on drug 
abuse unless it cooperates fully with its law enforcement agencies. 

5. La't-l Enforcement 

Since January, 1969, President Nixon has increased sub
stantially the budgets of the two Federal agencies primarily 
concerned with drug law enforcement--the Bureau of Narcotics 
and Dangerous Drugs of the Department of Justice and the 
Treasury's Bureau of Customs--and has initiated a major new 
Treasury enforcement program of tax investigations by the 
Internal Revenue Service of middle and upper echelon narcotics 
traffickers. 

Treasury's Role in the President's Anti-Heroin Action Program 

Bureau of Customs 

Treasury's Bureau of Customs, the nation's first line 
of defense against heroin smuggling, has achieved spectacular 
success. 

During his 1968 campaign, the President called for an 
increase in Customs' manpower. In his message of July 14, 1969, 
he told the Congress that he had directed the Secretary of the 
Treasury to initiate major new efforts to guard the ports and 
borders. He backed this up with a substantial anti-narcotic 
supplemental budget request. The Congress responded with full 
bipartisan support in December, 1969, by passing an appropriation 
for 8.75 million dollars for 915 additional men and for 
equipment for Customs. 
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The hiring of these people, begun in January, 1970, and 
completed in June of that year, has produced remarkable results. 
Most dramatic is the increase in seizures of hard drugs which 
in FY 1971 totalled over 1200 pounds, far in excess of the 
amount seized in the preceding seven-year period. Increases 
in the seizures of marijuana and dangerous drugs were also very 
substantial. Major seizure of pure heroin by Customs since the 
fall of last year have included: 

1. 94 pounds (October, 1970--Miami) 
2. 210 pounds (December, 1970--Miami) 
3. 58 pounds (January, 1971--San Juan, P.R.) 
4. 97 pounds (April, 1971--Newark) 
5. 155 pounds (May, 1971--Miami) 
6. 246 pounds (May, 1971--San Juan) 
7. 156 pounds (July, 1971--New York) 
8. 24 pounds (August, 1971--Laredo) 
9. 186 pounds (September, 1971--New York) 

10. 69 pounds (September, 1971--Miami) 
11. 39 pounds (October, 1971--New York) 

The effect is most dramatically evident in the statistics 
comparing the seizures in the eleven months of 1971 with the 
same period of the previous year (see attached chart). In the 
eleven months of calendar 1971, Customs has seized 1,315 pounds 
of pure heroin, as compared to 137 pounds for the same period 
last year. 

This amount of heroin would have produced about 95,680,000 
doses (based on 100 milligram doses of 5% heroin), and, at an 
average price of $6 per dose, would have sold for 574 million 
dollars at street price. The Treasury Special Agents, 
Inspectors, Import Specialists, and support personnel of Customs 
deserve high praise for this remarkable performance. 

We feel that these huge seizures of heroin, in addition 
to causing appreciable financial losses to the traffickers who 
owned the seized contraband, have had some effect on the supply. 
Obviously, it is impossible to obtain completely reliable 
statistics on any part of this illegal traffic. However, there 
are some indications that the supply has been affected. 
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These results, under the dynamic leadership of Commissioner 
Myles J. Ambrose, took dedication, imagination, and total 
commitment of forces. 

Expanded Customs Program--1971 

The President, in his program announced on June 17, 1971, 
recognized these accomplishments of Customs and proposed a 
budget amendment to fund major additions to equipment and 1,000 
additional personnel. The Congress, with bipartisan support, 
acted swiftly, passing the appropriation bill on June 30. 

The additional funds will provide for major equipment 
additions, principally aircraft and boats, with appropriate 
detection systems for both new craft and those in current 
inventory. The current intelligence indications of extensive 
smuggling by unscheduled planes and boats create this sub
stantial need for detection, communication and interception 
resource. These will have particular impact along the Mexican 
border and against small craft making end-runs into Southern 
California, Florida, and Texas. 

Customs-to-Customs Cooperation 

Treasury, early in this Administration, established a 
policy of fostering and strengthening cooperation between and 
among the Customs Services of the various countries as one part 
of the anti-drug smuggling program designed to disrupt the 
traffic in drugs between countries. The Bureau of Customs was 
directed to put the policy into effect. 

The first Customs-to-Customs contact, and the ones that 
have resulted in the most cooperation, have been with our 
neighbors to the North and South. In discussions with the 
Governments of Mexico and Canada, we have improved cooperation 
in the attack on the drug traffic through Customs-to-Customs 
cooperation. 

Treasury obtained authorization and appropriations for 
U.S. Customs to become a full member of the Customs Cooperation 
Council. This is an organization of the Customs Services of 
more than sixty nations. At its annual meeting in Vienna in 
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June of this year, this Council adopted a resolution calling for 
its member countries to exchange information on illicit traffic 
in narcotic drugs and psychotropic substances. Previously, the 
Customs Services of many countries had paid little attention to 
the drug traffic. Now we have made progress on Customs-to
Customs cooperation in both Europe and Southeast Asia. 

Tax Investigations of Major Narcotics Traffickers 

Treasury's Internal Revenue Service is embarked on a major 
Presidential program designed to take the profit out of the 
illegal revenue in the narcotics trade and thus further disrupt 
the traffic by conducting systematic tax investigations of 
middle and upper echelon narcotics traffickers, smugglers, 
and financiers. These are the people who are generally 
insulated from the daily operations of the drug traffic through 
a chain of intermediaries. 

We feel that this program and the increased effectiveness 
of the anti-smuggling program will bolster each other in taking 
the profits out of narcotics trafficking. 

Reflecting the high priority given this program by the 
President, Congress provided financial support for it amounting 
to $7.5 million in Fiscal 1972 and authorization for 541 
additional positions--200 Special Agents, 200 Revenue Agents, 
and 141 support personnel. The Internal Revenue Service has 
assigned more than 100 experienced Special Agents and more than 
100 experienced Revenue Agents full time to this program. 
Additional experienced agents are presently being phased into 
the program. 

Treasury has coordinated its efforts with all interested 
Federal agencies and is actively seeking the maximum cooperation 
of State and local enforcement agencies as well. This is a 
vital feature of this program. 

I am pleased to inform you that as of December 1, 1971, a 
short five months from the beginning of this program, IRS has 
under active tax investigation 292 middle and upper echelon 
narcotics traffickers, smugglers, and financiers. 
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We believe that this program will make a major additional 
contribution to the President's offensive against drug abuse. 

6. Central Role of the States and Federal-State 
Cooperation 

The President has stressed that Federal-State cooperation 
is one of the essential elements for success in the struggle 
against drug abuse. This Administration is working closely 
with the States to bring this about. Except for certain areas 
of special Federal interest, law enforcement and our educational 
and medical systems have been and must continue as essentially 
State and local responsibilities. 

The Federal Government has worked with the States to help 
them carry out their law enforcement responsibilities. Sub
stantial funds have been made available through the Law 
Enforcement Assistance Administration. Some states, notably 
New York and California, and the District of Columbia, have 
done substantial work in these fields, but in most states only 
the very beginnings of the attack that will be necessary have 
been made. 

The Challenge to State and Local Law Enforcement Agencies 

The over 350,000 officers in State and local police 
departments are the first line of defense against the illegal 
internal distribution and sale of drugs in the United States. 
I submit that: 

1. In addition to specialized courses for narcotics 
squads, all should receive an intensive anti-narcotics course 
as part of their required basic and refresher training. 

2. Procedures for the exchange of drug information with 
other law enforcement agencies on the Federal, State and local 
level must be strengthened and become routine. 
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3. Word must be passed to the drug traffickers--and in 
a manner to be believed--to get out of the illegal drug traffic. 

4. The sense of mission must be strengthened so that all 
consider drug enforcement to be a twenty-four hour a day, 
seven day a week profession. 

Because of the fine cooperation that has existed between 
State and local law enforcement agencies and our several 
Treasury enforcement agencies, I know the potential for effective 
law enforcement that exists in the 350,000 state and local 
police officers. The challenge to you is to galvanize into 
the war against drug abuse every police officer on every beat 
or squad in every precinct of the United States. 

Japan had a serious heroin problem after World War II. 
Strict enforcement by its police and Customs officers played 
a major role in practically stamping out heroin use in Japan. 
Narcotics enforcement courses are a requirement for each of 
the 40,000 members of the Tokyo police department. 

I have mentioned our program of intensified tax 
investigations of the narcotics traffickers. This is one place 
where State and local officers can benefit their own programs 
as well as assist us in ours. 

They can (1) furnish information to help us make the 
cases we are nawinvestigating, and (2) report to us persons 
who are important in the narcotics traffic, but against whom 
they can't get evidence enough to make a narcotics case that 
will stick. Those are the ones against whom this project is 
primarily directed. 

In summary, I leave you with a reason to hope and a 
challenge to meet. President Nixon has moved on several fronts 
to marshal the resources of our own nation into a multi
dimensional, coordinated Federal - State response. And the 
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President has alerted the nations of the world to the 
international menace of drug abuse and enlisted their active 
support. Therein lies our hope and challenge. The outcome 
of this effort will determine the future of a generation. 

000 



NARCOTIC AND DRUG SEIZURES FIRST ELEVEN 
MONTHS OF CALENDAR YEARS 1970 & 1971 

1970 

Number of seizures: 

Heroin 280 

Opium 86 

Cocaine 123 

Other Narcotics 255 

Marijuana 5,606 

Hashish 1,017 

Dangerous Drugs 1,309 

Totals 8,676 

.J~ "k ~'-
"" " 

Quantity in Pounds 

Heroin 137.26 

Opium 26.96 

Cocaine 270.24 

Other Narcotics 16.53 

1971-k 

523 

101 

206 

238 

5,709 

1,563 

1,291 

9,649 

1,315.03 

56.325 

106.935 

89.72 

Marijuana 131,595.42 170,739.79 

Hashish 3,654.02 5,986.67 

Dangerous Drugs 8,981,877 4,331,060 
(5-grain units) 

*Pre1iminary figures 

jl~ ~.( ~,~ 
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FOR IMMEDIATE RELEASE 

news 
Office of Public Affairs 
Room 7316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202-254-8540 

December 13, 1971 

Price Commission Chairman C. Jackson Grayson said today 
that he is highly encouraged by the replies he has been receivinq 
from American business leaders regarding their current intentions 
with respect to prices. 

"I am especially gratified to see that almost half of the 
companies I have heard from to date plan to hold the line and, 
in some cases, even reduce their prices,lI he said. "And, 
remember, these are the country's largest corporations." 

Although they are determined to avoid increasing prices, 
many of these companies expressed concern over the impact increased 
costs could have on their current pla'1s. This concern is completely 
justified, the Chairman noted, and it underscores the absolute 
necessity for every sector to cooperate in our common battle against 
inflation. 

Chairman Grayson queried 1500 firms in the Commission's pre
notification category, those with annual sales of $100 million 
and over, by personal telegram on Nov. 27. Nearly 1000 replies 
have been received and reviewed by the Price Commission so far. 

"About 40 percent of the companies I have heard from plan to 
file for price increases,u Chairman Grayson stated, "but even 
here I find that most requests will be limited to specific 
products and services. Only a small percentage of the responding 
firms plan to file for increases on a majority of their prices." 

The chairman pointed out that many of these requests may he 
valid, based on the Commission's policy of granting price 
increases on the basis of allowable cost increases in effect on 
or after Nov. 14, 1971, reduced to reflect productivity gains. 

Obviously pleased by the affirmative responses he is getting 
to his telegram, Chairman Grayson said he is now more confident 
than ever that the Economic Stabilization Program will achieve 
its goal. 

Release #32 
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"The success of this program depends greatly on voluntary 
comp1fance," he emphasized. "Without the full support and even 
some sacrifice by the American public as a whole, the efforts now 
being made in Washington will be in vain. II 

To illustrate the strong support he is receiving nationwide 
from the business sector, Chairman Grayson quoted excerpts from 
the telegrams and letters pouring into his office: 

We are committed to cooperate fully in the Government's 
effort to stop inflation. We intend to maintain current 
prices until they hurt. 

We intend to comply 100 percent with Pase II and its 
success. We fully anticipate continuation of this procedure. 
We are also advising our over 1000 retailers purChasing 
from us of this endeavor. 

We anticipate that for the present we will be able to avoid 
seeking increases for most of our broad range of consumer 
products, although it is impossible to predict the effect 
of cost increases on this plan. If, as we all hope, 
Phase II is successful in holding down costs, we intend 
to hold the line on prices. 

Our company expects to hold price line almost completely 
in largest division and to hold total increase to one 
percent or less companywide. Agree completely with views 
you express and consider it our task to back President 
Nixon's program. 

For the vast majority our our products and services, our 
company has no current intention of requesting increased 
prices. We do plan in the near future to request price 
increases on certain lines as permitted under Price Commission 
regulations, but these will affect a limited number of 
product lines in relation to overall business of the 
company. Please be assured that (company) wholeheartedly 
supports the goal of stopping inflation as stated in your 
wire. 

Realizing fully the urgency of stopping the inflationary 
spiral that has been crippling all segments of our society, 
it is (company's) intention to cooperate in all aspects 
of the Government's price and wage control program and to 
comply with whatever regulations may be issued to implement 
this program. We feel that the alternative of a continuing 
acceleration of spiraling inflaction is not a condition that 
we, our customers, our employees, or our shareholders want 
to see happen in this country. 

- MORE -
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It is our corporate policy to carry out not only the language 
but also the spirit and intent of the Economic Stabilization 
Act and the regulations of the Price Commission. Since no 
price increases have been requested by our company, every
thing possible will be done to maintain the present level 
of prices consistent with sound business practices. 

We plan to analyze current cost increases and move up only 
where deemed absolutely necessary. We are with the 
Government's program to hold the price line. Inflation 
must be stopped. 

On the large majority of our product lines and sales 
volume, (company) intends to hold to existing prices 
despite the fact that cost increases, including wage and 
salary increases, are already being absorbed. We will have 
a few special circumstances where price increases will be 
necessary on individual product lines, but for the next six 
months at least our requested price increases will be far 
under 2.5 percent for the company as a whole. 

(Company) has held the line on prices and conformed with all 
rulings issued since August 15. We do not foresee any 
increases this year and intend to comply with the Price 
Commission parameters in the future. 

We are doing all possible to join President Nixon's 
campaign to stop inflation, and prices on most of our 
product lines will be held firm. 

We are pleased to inform you that we have no intention of 
increasing prices during the foreseeable future •••• Our 
employees are making considerable sacrifices as we ask 
them to cooperate in limiting pay increases. We think 
that this is the time for restraint on the part of both 
labor and business. 

"The personal commitment expressed in these telegrams and 
letters convinces me that American businessmen are determined to 
win the battle against inflation, and win it now," Chairman 
Grayson declared. IIWith all sectors of our complex economy 
mobilized and working together to achieve this common goal, we 
will certainly win this vitally important victory." 

RELEASE #32 
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Attached is a letter fro~ the Secretary OF t~e Treasury 

tn t1-.e Speaker of the Hous e 0 f Repres en tat: i',Tes transmi t: ring 

proposed legislation to establish a Federal Financing Bank. 

A similar letter was transmitted to the President of the Senate. 

A summary of the bill and explanatory background material 

are also attached. 



THE SECRETARY or THE TREASURY 

WASHINGION 

DE C " 8 1971 

Dear Mr. Speaker: 

There is transmitted herewith a proposed bill "To establish a 
Federal Fln.:mcing Bank, to provide for coordinated and more efficient 
financing of Federal and Federally assisted borrowings from the public, 
and for other purposes", together with a section-by-section summary. 

In his January 1971 Budget Message the President indicated his 
concern Hith the lack of coordination of Federal credit programs with 
overall fiscal and public debt management policy. The President stated 
that .legislation will be proposed to enable these credit programs to be 
reviewed and coordinated along with other Federal programs. Such legis
lation is urgently needed because the tremendous increase in Federal 
credit programs activity in recent years has greatly expanded the total 
Federal impact on the credit markets. 

The "Federal Financing Bank Act of 1971" would implement the 
President'6 statement by providing the framework for review and coordina
tion of Federal and Federally assisted borroH'ing programs and a vehicle -
the Federal Financing Bank -- to achieve their more efficient and effec
tive financing. The bill would not affect the Federal Reserve System or 
the five Federally-sponsored, but wholly privately mmed agencies, includ
ing the Federal Land Banks, Banks for Cooperatives, Federal Intermediate 
Credit Banks, Federal Home Loan Banks (including the Federal Home Loan 
Mortgage Corporation), and the Federal National Hortgage Association. 

The bill has three prinCipal features: 

It provides for a Federal Financing Bank through which the 
marketing of Federal and Federally assisted borrowing activ
ities can bOe centralized. 

It provides for advance submission of financing plans and 
for Treasury approval of method and source of finanCing, 
timing, rates of interest, maturities, and all other financ
ing terms and conditions of direct or assisted borrmvings in 
the market, particularly ,,,hen the facilities of the Federal 
rinancing Bank are not used. 

It provides for submission of budget plans for loan guarantee 
programs and for limitation by the President if overall fiscal 
requircr.1ents and crcdit dcmands so warrant. 
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Nany existing Feder.::ll .::lgencies are nm" required to finance their 
progr.:1ms directly in the securities markets. Similar fin.::lncing arr.::lnge
ments h.:1ve .::llso been proposed for a number of new agencies. These 
agencies r.lUst develop their own financing staffs, and their abilities 
to cope \,.,ith their principal program functions .::lre lessened by the need 
also to deal with tile complex debt m.::lnagement operations essential to 
nrinimizing their borrowing costs and avoiding cash flow problems which 
could disrupt their basic lending programs. 

Interest costs of the various Federal agency financing methods 
normally exceed Treasury borrowing costs by substantial amounts, despite 
the fact that these issues are backed by the Federal Government. Borrow
ing costs are increased because of the sheer proliferation of competing 
issues crm"ding each other in the financing calendar, the cumbersome 
nature of many of the securities, and the limited markets in which they 
are sold. Underwriting costs are often a significant additional cost 
factor due to the method of marketing. 

Under the proposed legislation these essentially debt management 
problems could be shifted from the program agencies to the Federal 
Financing Bank. Hany of the obligations ·,,,hich are now placed directly 
in the private market under numerous Federal programs would instead be 
financed by the Bank. The Bank in turn would issue its own securities. 
The B.:1nk would have the necessary expertise, flexibility, volume, and 
marketing pm"er to minimize financing costs and to assure an effective 
flow of credit for progr;lIllS established by the Congress. 

Not all Federally assisted borrowings, however, would need to or 
should be channelled through the Bank. FHA and VA mortgages, for example, 
are not normally financed in the securities market and the normal process 
of private origination and holding of these mortgages by widely dispersed 
lenders should con~inue. Horeover, the Government-sponsored agencies 
which are entirely privately o\fficd and issue obligations "'hich are not 
directly guaranteed by the Government should stand on their own feet in 
the marke t. 

While many of the agency programs either placing or guaranteeing 
issues placed in the market are subject to coordination \"ith Treasury's 
financial management advisers, a large and growing nwnber of these are 
not. Som~ of the coordination requirements are vague or incomplete, and 
none require .:1dvance submission of financing plans as would be required 
in the proposed legisl.:1tion. 

Under present .:1rrangements there is little or no forward planning or 
coordination of Federal credit progr.::lm financing "'ith overall financial 
planning. The uncoordin.:1ted fincmcing of these programs has the potential 
for serious adverse impacts on financial markets and on the Federal budget. 
Nor i~; there nm" .:my effective means of controlling the growth of Government 
ass is led lo.:ms. 
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Thus, the bill would provide that commitments to guarantee loans 
under Federal credit programs could be made only in accordance with 
budget progL,;ns submitted to the President. The President \vould be 
authorized to limit such programs \.;hen necessary in view of overall 
fiscal requirements and demands for credit. 

The Federal Financing Bank bill will not solve all of the problems 
in the financing of Federal and Federally assisted borrowings, but it 
will go a long way toward relieving them within a rational framework. 
The discipline of improved management of Federal financial operations 
is urgent now but it will become even more critical for the years ahead. 

Financing these programs through the Bank would assure greater 
flexibility and a broader market for the securities as well as coordina
tion and planning in light of overall credit availability. The proposed 
Federal Financing Bank will provide a focal point for explicit and early 
recognition of the volume and cost of the proposed level of Government 
assisted credit and its likely impact on financial markets. 

It would be appreciated if you would lay the proposed bill before 
the House Df Representatives. An identical bill has been transmitted 
to the President of the Senate. 

The Department has been advised by the Office of Management and 
Budget that there,is no objection to the submission of this legislation 
to the Congress and that its enactment would be in accord '''ith the program 
of the President. 

The Hono r ab Ie 
Carl B. Albert 
Speaker of the House of 

Representatives 
Washington~ D.C. 20515 

Enclosures (2) 

Sincerely yours, 

/~ / ), ? 
i ,J _ '. ! 1 7 

t 



A BILL 

To c~lablish a Federal Financing Bank, to provide 
for coordinated and more efficient financing 
of Federal and Federally assisted borrowings 
from the public, and for other purposes. 

Be it enacted by the Senate and House of Representatives 

of the United States of America in Congress assembled, That 

this Act may be cited as the "Federal Financing Bank Act of 

19 7l. II 

FINDINGS AND DECLARATION OF PURPOSE 

SEC. 2. The Congress finds that demands for funds 

through Federal and Federally assisted borrowing programs 

are increasing faster than the total supply of credit and 

that such borrowings are not adequately coordinated with 

overall Federdl fiscal and debt management policies. The 

purpose of this Act is to assure coordination of these 

programs with the overall economic and fiscal policies of 

the Govern8ent, to reduce the costs of Federal and Federally 

aSsisted borrowing~ from the public, and to assure that 

Such borrowings are financed in a manner least disruptive 

of private financial markets and institutions. 

DEFINITIO~S 

SEC. 3. For the purposes of this Act (a) a "Federal 

agency" means an Executive department, an independent Federal 

establishment, or a corporation or other entity established 

by the ":::ong'ress \.Jhich is owned in whole or in part by the 
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United States; (b) "obligation" means any note, bond, 

debenture, or other evidence of indebtedness but does not 

include Federal Reserve notes or stock evidencing an ownership 

interest in the issuing Federal agency; and (c) "guarantee" 

means any guarantee, insurance, or other pledge with respect 

to the payment of all or part of the principal or interest 

on any obligation, but does not include the insurance of 

deposits, shares or other withdrawable accounts in financial 

institutions, or any guarantee or pledge arising out of a 

statutory obligation to insure such deposits, shares, or 

other withdrawable accounts. 

CREATION OF BANK 

SEC. 4. There is hereby created a body corporate to 

be known as the Federal Financing Bank, which shall have 

succession until dissolved by an Act of Congress. The Bank 

shall be subject to the general supervision and direction 

of the Secretary of the Treasury. The Bank shall be an 

instrumentality of the United States Government and shall 

maintain such offices as may be necessary or appropriate 

in the conduct of its business. 

BOARD OF DIRECTORS 

SEC. 5. (a) The Bank shall have a Board of Directors 

consisting of five persons, one of whom shall be the 

Secretary of the Treasury as Chairman of the Board, and 

four of whom shall be appointed by the President from among 
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the officers or employees of the Bank or of any department 

or agency of the United States Government. The Chairman 

and each other member of the Board may designate some other 

officer or employee of the Government to serve in his place. 

(b) The Board of Directors shall meet at the call of 

its Chairman. The Board shall determine the general policies 

which shall govern the operations of the Bank. The Chairman 

of the Board shall select and effect the appointment of 

qualified persons to fill the offices as may be provided 

for in the bylaws, with such executive functions, powers, 

and duties as may be prescribed by the bylaws or by the 

Bo~rd of Directors, and such persons shall be the executive 

officers of the Bank and shall discharge all such executive 

functions, powers, and duties. The members of the Board 

and their designees, as such, shall not receive compensation 

for their services. 

FUNCTIONS 

SEC. 6. (a) The Bank is authorized to make commitments 

to purchase and sell, and to purchase and sellon terms and 

conditions determined by the Bank, any obligation which is 

issued, sold, or guaranteed by a Federal agency. Any Federal 

agency that is authorized to issue, sell, or guarantee any 

obligation is authorized to issue or sell such obligations 

directly to the Bank. 
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(b) Any purchase by the Bank shall be upon such terms 

and conditions as to yield a return at a rate not less than 

a rate determined by the Secretary of the Treasury taking 

into consideration (i) the current average yield on outstand

ing marketable obligations of the United States of comparable 

maturity or (ii) whenever the Bank has sufficient of its own 

obligations outstanding, the current average yield on 

outstanding obligations of the Bank of comparable maturity. 

(c) The Bank is authorized to charge fees for its 

commitments and other services adequate to cover all expenses 

and to provide for the accumulation of reasonable contingency 

reserves. 

TREASURY APPROVAL 

SEC. 7. (a) To insure the orderly and coordinated 

marketing of Treasury and Federal agency obligations and 

appropriate financing planning with respect thereto, and to 

facilitate the effective financing of programs authorized 

by law subject to the applicable provisions of such law, the 

prior approval of the Secretary of the Treasury shall be 

required with respect to 

( 1 ) 

(2) 

( 3) 

the method of financing, 

the source of financing, 

the timing of financing in relation 

market conditions and financing by 

Federal agencies, and 

to 

other 
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(4) the financing terms and conditions, 

including rates of interest and maturities, 

of obligations issued, sold, or guaranteed by any Federal 

agency. 

(b) Upon receipt of a request from a Federal agency 

for his approval under subsection (a) of this section, the 

Secretary of the Treasury shall act promptly either to 

grant his approval or to advise the agency of the reasons 

for withholding his approval. Expedited treatment shall 

be accorded in any case in which the Federal agency advises 

the Secretary of the Treasury that unusual circumstances 

require such treatment. 

(c) Federal agencies subject to this section shall 

submit financing plans to the Secretary of the Treasury 

at such times and in such forms as he shall prescribe. 

The Secretary of the Treasury may waive the submission 

of details of individual financing under agency guarantee 

programs where appropriate, and with respect to programs 

involving the guarantee of large numbers of individual 

obligations, the Secretary shall not require the submission 

of details of proposed individually small transactions. 

(d) Notwithstanding the provisions of subsection (a) 

hereof, this section shall not give the Secretary of the 

Treasury authority (1) to withhold his approval with respect 

to guaranteed obligations except where the Secretary after 
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consultation with the guaranteeing Federal agency determines 

that the issuance or sale of such guaranteed obligations 

would otherwise have a significant effect inconsistent with 

the purposes specified in subsection (a) of this section, 

or (2) to place any limitation on the total amount of obli

gations guaranteed by any Federal agency or in any specific 

guarantee program or to withhold approval of the issuance, 

sale) or guarantee of obligations by any Federal agency, on 

the basis of any consideration other than those relating to 

financing as prescribed in subsection (a) of this section. 

INITIAL CAPITAL 

SEC. 8. From appropriations for the purpose, the 

Secretary of the Treasury is authorized to advance the funds 

necessary to provide initial capital to th~ Bank. Each such 

advance shall be upon such terms and conditions as to yield 

a return at a rate not less than a rate determined by the 

Secretary of the Treasury, taking into consideration the 

current average yield on outstanding marketable obligations 

of the United States of comparable maturity. Interest pay-

ments on such advances may be deferred, at the discretion 

of the Secretary, but any such deferred payments shall 

themselves bear interest at the rate specified in this 

section. There is authorized to be appropriated not to 

exceed $100,000,000, which shall be available for the 

purposes of this section without fiscal year limitation. 
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OBLIGATIONS OF THE BA~K 

SEC. 9. (a) The Bank is authorized, with the approval 

of the Secretary of the Treasury, to issue publicly and have 

outstanding at anyone time not in excess of $15,000,000,000 

or such additional amounts as may be authorized in appropria

tions Acts, of obligations having such maturities and bearing 

such rate or rates of interest as may be determined by the 

Hank. Such obligations may be redeemable at the option of 

the Bank before maturity in such manner as may be stipulated 

therein. So far as is feasible, the debt structure of the 

Bank shall be commensurate with its asset structure. 

(b) The Bank is also authorized to issue its obliga

tions to the Secretary of the Treasury and the Secretary 

of the Treasury may in his discretion purchase or agree 

to purchase any such obligations, and for such purpose the 

Secretary of the Treasury is authorized to use as a public 

debt transaction the proceeds of the sale of any securities 

hereafter issued ander the Second Liberty Bond Act, as now 

or hereafter in force, and the purposes for which securities 

may be issued under the Second Liberty Bond Act as now or 

hereafter in force are extended to include such purchases. 

Each purchase of obligations by the Secretary of the 

Treasury under this subsection shall be upon such terms 

and conditions as to yield a return at a rate not less 

than a rate determined by the Secretary of the Treasury, 
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taking into consideration the current average yield on 

outstanding marketable obligations of the United States 

of comparable maturity. The Secretary of the Treasury 

may sell, upon such terms and conditions and at such price 

or prices as he shall determine, any of the obligations 

acquired by him under this subsection. All purchases and 

sales by the Secretary of the Treasury of such obligations 

under this subsection shall be treated as public debt 

transactions of the United States. 

Cc) The Bank may require the Sec~etary of the Treasury 

to purchase obligations of the Bank issued pursuant to 

subsection (b) of this section in such amounts as will not 

cause the holding by the Secretary of the Treasury resulting 

from such required purchases to exceed $5,000,000,000 at 

anyone time. This subsection shall not be construed as 

limiting the authority of the Secretary to purchase obliga

tions of the Bank in excess of such amount. 

Cd) Obligations of the Bank issued pursuant to sub

section (a) of this section shall be lawful investments, 

and may be accepted as security for all fiduciary, trust, 

and public funds, the investment or deposit of which shall 

be under the authority or control of the United States, the 

District of Columbia, the Commonwealth of Puerto Rico, or 

any territory or possession of the United States, or any 
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agency or instrumentality of any of the preceding, or any 

officer or officers thereof. 

GENERAL POWERS 

SEC. 10. The Bank shall have power--

(a) to sue and be sued, complain and defend, 

in its corporate name; 

(b) to adopt, alter, and use a corporate seal, 

which shall be judicially noticed; 

(c) to adopt, amend, and repeal bylaws, rules, 

and regulations as may be necessary for the conduct 

of i~s business; 

(d) to conduct its business, carryon its 

operations, and have offices and exercise the powers 

granted by this Act in any State without regard to 

any qualification or similar statute in any State; 

(e) to lease, purchase, or otherwise acquire, 

own, hold, improve, use, or otherwise deal in and 

with any property, real, personal, or mixed or any 

interest therein, wherever situated; 

(f) to accept gifts or donations of services, 

or of property, real, personal, or mixed, tangible 

or intangible, in aid of any of the purposes of the 

Bank; 

(g) to sell, convey, mortgage, pledge, lease, 

excllange, and otherwise dispose of its property and 

assets; 
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(h) to appoint such officers, attorneys, 

employees, and agents as may be required, to define 

their duties, to fix and to pay such compensation 

for their services as may be determined, subject to 

the civil service and classification laws, to require 

bonds for them and pay the premium thereof; 

(i) to enter into contracts, to execute instru

ments to incur liabilities, and to do all things as 

are necessary or incidental to the proper management 

of its affairs and the proper conduct of its business; 

(j) to act through any corporate or other agency 

or instrumentality of the United States, and to 

utilize the services thereof on a reimbursable basis, 

and any such agency or instrumentality is authorized 

to provide services as requested by the Bank; and 

(k) to determine the character of and the 

necessity for its obligations and expenditures, and 

the manner Ln which they shall be incurred, allowed, 

and paid, subject to provisions of law specifically 

applicable to Government corporations. 

EXEMPTIONS 

SEC. 11. (a) The Bank, its property, its franchise, 

capital, reserves, surplus, security holdings, and other 

funds, and its income shall be exempt from all taxation 

now or hereafter imposed by the United States or by any 
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State or local taxing authority; except that (1) any real 

property and any tangible personal property of the Bank 

shall be subject to Federal, State, and local taxation to 

the same extent according to its value as other such 

property is taxed, and (2) any and all obligations issued 

by the Bank shall be subject both as to principal and 

interest to Federal, State, and local taxation to the same 

extent as the obligations of private corporations are taxed. 

(b) All obligations issued by the Bank pursuant to 

this Act shall be deemed to be exempted securities within 

the meaning of paragraph (a)(2) of section 3 of the 

Securities Act of 1933 (15 U.S.C. 77c(a)(2», of paragraph 

(a)(lL) of section 3 of the Securities Exchange Act of 

1934 (15 U.S .C. 78c(a) (12», and of paragraph (a) (4) of 

section 304 of the Trust Indenture Act of 1939 (15 U.S.C. 

77ddd(a) (4». 

(c) Nothing herein shall affect the budget status of 

the agencies selling obligations to the Bank under section 

6(a) of this Act, or the method of budget accounting for 

their transactions. The receipts and disbursements of the 

Bank in the discharge of its functions shall not be included 

in [he Lotals of the budgec of the United States Government 

and shall be exempt from any general limitation imposed by 

statute on expenditures and net lending (budget outlays) of 

the United States. 
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PREPARATION OF OBLIGATIONS 

SEC. 12. In order to furnish obligations for delivery 

by the Bank, the Secretary of the Treasury is authorized 

to prepare such obligations in such form as the Bank may 

approve, such obligations when prepared to be held in the 

Treasury subject to delivery upon order by the Bank. The 

engraved plates, dies, bed pieces, and so forth, executed 

in connection therewith shall remain in the custody of the 

Secretary of the Treasury. The Bank shall reimburse the 

Secretary of the Treasury for any expenditures made in 

preparation, custody, and delivery of such obligations. 

ANNUAL REPORT 

SEC. 13. The Bank shall, as soon as practicable after 

the end of each fiscal year, transmit to the President and 

the Congress an annual report of its operations and activities. 

OBLIGATIONS ELIGIBLE FOR PURCHASE BY NATIONAL BANKS 

SEC. 14. The sixth sentence of the seventh paragraph 

of section 5136 of the Revised Statutes, as amended (12 

U.S .C. 24), is amended by inserting "or obligations of the 

Federal Financing Bank" immediately after "or obligations, 

participations, or other instruments of or issued by the 

Federal National Mortgage Association or the Government 

National Mortgage Association,". 
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GOVERNMENT CORPORATION CONTROL ACT 

SEC. 15. The budget and audit provisions of the 

Government Corporation Control Act (31 U.S.C. 846) shall 

be applicable to the Federal Financing Bank in the same 

manner as they are applied to the wholly owned Government 

corporations named therein. 

PROGRAM REVIEW 

SEC. 16. No Federal agency shall enter into any 

commitments to guarantee any obligation, except in 

accordance with a budget program submitted to the President. 

Such budg~t programs shall be submitted at such times and 

in such form as the President may deem essential. The 

President may limit such programs when, in view of the 

overall fiscal requirement and demands for credit, he 

finds such limitations necessary. 

PAYMENTS ON BEHALF OF PUBLIC BODIES 

SEC. 17. (a) Notwithstanding any other provision of 

this Act, the purchase by the Bank of the obligations of 

any local public body or agency within the United States 

shall be made upon such terms and conditions as may be 

necessary to avoid an increase in borrowing costs to such 

local public body or agency as a result of the purchase 

by the Bank of its obligations. The head of the Federal 

agency guaranteeing such obligations, in consultation with 
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the Secretary of the Treasury, shall estimate the borrow

ing costs that would be incurred by the local public body 

or agency if its obligations were not sold to the Bank. 

(b) The appropriate Federal agency may contract to 

make periodic payments to the Bank which shall be sufficient 

to offset the costs to the Bank of purchasing obligations 

of local public bodies or agencies upon terms and conditions 

as prescribed in this section rather than as prescribed by 

section 6. Such contracts may be made in advance of appro-

priations therefor, and appropriations for making payments 

under such contracts are hereby authorized. 

NO IMPAIRMENT 

SEC. 18. Nothing contained in this Act shall be con-

strued as impairing any authority or responsibility of the 

President or the Secretary of the Treasury under any other 

provision of law, nor shall anything contained in this Act 

affect in any manner any provision of law concerning the 

right of any Federal agency to sell obligations to the 

Secretary of the Treasury or the authority or obligation 

of the Secretary of the Treasury to purchase such 

obligations. 

SEPARABILITY 

SEC. 19. If any provision of this Act,or the 2pplica-

tion thereof to any person or circumstance, is held invalid, 
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the validity of the remainder of the Act, and the applica

tion of such provisions to other persons or circumstances, 

shall not be affected. 

EFFECTIVE DATE 

SEC. 20. This Act shall become effective upon enact-

ment except that sections 7 and 16 of this Act shall become 

effective 30 days thereafter. 



Sec. 1. 

SECTION-l\Y-SECTIO;~ SU~lHARY OF THE 
FEDERAL FINANCING lIANK ACT OF 1971 

The Act \-Jould be cited as the "Federal Financing Bank 
Act of 1971". 

Sec. 2. Findings and Declaration of Purpose. 

a. Findings: 

T hat d e man d ''; for fun d s t h r 0 ugh Fed era 1 and Fed era 11 y 
assisted borrowing programs are increasing faster 
than tlle total supply of credit, and that such 
borrowings are not adpquately coordinated With 
overall Federal fIscal and debt management policies. 

b, Purpose: 

Sec. J. 

To assure coordination of these programs with tlle 
overall economic and fiscal policies of the Govern
ment, to reduce the costs of Federal and Federally 
assisted borrowings from the public, and to assure 
that such borrowings are financed in a manner least 
disrul,tive of private financial markets and 
institutions. 

Def."-nitions. --------

This section defines "FederaJ agency", "obligation", and 
" g u a ran tee" ina In ann e r \v II i c h \-J 0 u 1 din c 1 u d e a 11 deb t 0 b 1 i gat ion s 
iss u ed, g u a ran tee d, ins u red 0 rot her \) i s e sec u red b y a nag en c y 
of the United States. 

Sec. 4. Creation of Bank. 

A Federal Financing Bank vould be established as an 
instrumentality of the U. S. Government. The Bank would be 
authorizeJ to maintain such offices as appropriate to carry 
out its purposes. 

Sec. 5. Board of Directors. 

The Hoard of Dir0ctors would determine the general policies 
of the Hank and would consist of 5 members, including the 
Secretary of the Treasury or his designee as Chairman and 4 
other mClilhers appointed by the President from officers and 
employees of the U. S. 
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Sec. 6. Functions. 

The Bank would be authorized to purchase and sell any 
obligation issued, sold, or guaranteed by a Federal agency 
at a rate not less than (l rate determined by the Secretary 
of the Treasury takil1~ into C(lnsideration current average 
yields on outstonding obli8ations of the U.S. or of the 
Bonk of cornparoble maturity. The Bank would be authorized 
to c 11 a r f: e fee s top r 0 vi de [0 rex pen s e san d res e r v e s . 

Sec. ]. Treasury Approval. 

Federal a~cncies would be required to submit financing 
pIa r ... ~) tot 11 e Sec ret a r y • T 11 e a p pro val 0 f the Sec ret a r y w 0 U 1 d 
be requir~d of agency financing plans including the terms, 
conditions, timing, methods, and sources of financing. The 
Secretary's out110rity would be: cunfined to dealing \Vith 
the financing aspects of agency programs. 

Sec. 8. Initiol Capital. 

The Secretory of the Treasury "'ould be author i zed to 
o d van c e u p t 0 $ 1 ° ° mill ion tot h e Ban k ,,, 11 i c 11 w 0 u 1 d b ear 
interest at a rate determined by the Secretary of the 
Treasury takin~ into consideration the current average 
yield on outst.:lllding Trerlsury obligaLion~ of comparable 
maturity. Apprllpriations ,,'Cltlld be authorized for this 
purpose. 

Sec. 9. Obli£ations of the B3Jlk. 

(a) The Bank ,,,ould be autllorized, with the approval 
of the Secretary of the Treosury, to issue its obligations 
to the public in amounts not to exceed $15,000,000,000 out
standing at anyone time. 

( b ) The B L1 n k \vO U 1 d a 1 sob e aut h 0 r i zed t 0 iss u e 
obligations to the Secretary of the Treasury, and the 
Secretary would be authorized to use the proceeds of public 
debt transactions to finance such purchases. 

(c) The Bank could require the Secretary of the 
Treasury to purchClse its oblil~Cltions in such amounts as 
\ViII not couse the Secretary's holdings resulting from 
rcq\lired purchases to excPC'd $5,000,000,000 at anyone 
time. 

for 
(d) Obligations of 

fiduciary, trust, and 

Sec. 10. (; (' n e r.I] P (1 \.! (' r s . 

the Bank would be la\Vful investments 
public funds under Federal control. 

T 11 C U Zl 11 k \,' (1 U 1 cl h a vet h e u s u.J 1 cor p 0 rat e - t Y pep 0 In' e r s . 
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Sec. ll. Exemptions. 

(a) The Bank and its income would be exempt from all 
taxes except real and personal property taxes and taxes on 
the principal or interest on obligations issued by the Bank, 
which would be tax('d to the same extent as obligations of 
private corporations. 

(b) Obligations issued by the Bank would be exempt from 
SEC requirements. 

(c) The budget status of agencies selling obligations 
to the Bank would not be affected. Receipts and disbursements 
of the Bank would not be included in the budget of the United 
States Government and would be exempted from statutory 
limitations on expenditures and net lending (budget outlays) 
of the United States. 

Sec. 12. Pre par a t ion 0 fOb 1 i ~a t ion s . 

The Secretary of the Treasury would be authorized to 
prepare, hold, and deliver obligations for the Bank on a 
reimbursable basis. 

Sec. 13. Annu.::d Report. 

The Bank ~0uld be r~quired to transmit to the President 
and Congress aq annual report of its operations and activities. 

Sec. 14. Obligations Eligibl~ for Purchase by National Hanks. 

National banks would be permitted to invest in or deal 
in obligations of the Bank. 

Sec. 15. Government Corporation Control Act. 

The Bank would be subject to the budget and audit pro
visions of the Government Corporation Control Act in the same 
manner as they are applied to a wholly owned Government 
corporat ion. 

Sec. 16. Program Revie\.J. 

No Federal agency would be permitted to enter into a 
C () m mit men t tog u a ran teE' ~l n y () b 1 i gat ion, e x c e p tin ace 0 r dan c e 
with a budget program submitted to the President. Such budget 
programs could be limited by the President when he found such 
limitations necessary in view of the overall fiscal requirement 
and demands for credit. 
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Sec. 17. Pilyments on P,CII:l]f of Pllhlic Bodies. 

Feder.1] agencies would be authorized to make payments 
to the Eank on heh.11f of a locnl public body or aeency 
to avoid inCTC(lsinC net costs to any such hody as a result 
of purcllascs of tIle B.1nk. Appropri<ltions for such payments 
would be <luthorized. 

Sec. 18. No Impnirment. 

The Act would not impair any authority of the President 
or Secretary of the Treasury under any other provision of 
law, nor would the Act affect the right of Federal agencies 
to sell obligations to the Secretary of the Treasury or the 
authority or obligation of the Secretary of the Treasury to 
purchase such obligations. 

Sec. 19. Separnbility. 

The remaining provisions and validity of the Act would 
not be affected if any provision is held invalid. 

Sec. 20. Effective Date. 

Sections 7 and 16 of the Act would become effective 30 
days afte~ enactment. 
immediately. 

Other sections would become effective 



FEDERAL, FEDERALLY-GUARANTEED, AND FEDERALLY 
SPONSORED AGENCY BORROWING 

FROM THE PUBLIC 1/ 

I. Federal agencies regularly issuing in the securities market 
direct obligationsof a type which will be eligible for sale 
to the Federal Financing Bank: 

Credit agencies: 
Export-Import Bank 
Federal Housing Administration 
Rural Telephone Bank 

Other agencies: 
Tennessee Valley Authority 
U. S. Postal Service 

II. Federal agencies issuing guarantees of a type for which the 
submission of budget plans will be required by the Federal 
Financing Bank Act: 

A. Guaranteed obligations regularly financed in the 
securities market: 11 

Agriculture: 
Farmers Home Administration (asset sales) 

Commerce: 
Maritime Administration (merchant marine bonds) 

Health, Education, and Welfare: 
Academic facility bonds (debt service subsidies) 
Hospital facilities (asset sales) 

Housing and Urban Development 
College housing bonds (debt service subsidies) 
GNMA mortgage-backed securities 1/ 
New community debentures 
Publi~ housing bonds and notes (debt service subsidies) 
Urban renewal notes (debt service subsidies) 

Transportation: 
Railroad (Amtrak, etc.) 

Export-Import Bank (PEFCO, etc.) 

General Services Administration (asset sales) 

Small Business Administration (SBIC debentures) 

Funds appropriated to the President: 
International security assistance 
International development assistance 
Overseas Private Investment Corporation 

U Excludes minor programs and programs in liquidation. 
U Guaranteed borrowing includes sales of Federal loan assets on a 

guaranteed basis and borrowings partly guaranteed by means of 
debt service subsidies. 

!I Includes GN~lA guarantees of mortgage-backed bonds issued by FNMA 
and F I! L ~1 C . 
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B. Other guaranteed obligations 

Commerce: 
Economic Development Administration 
Trade adjustment assistance 

Defense: 
Defense production 

Health, Education, and Welfare: 
Health manpower training facilities 
Nurse training facilities 
Student loans 

Housing and Urban Development: 
Federal Housing Administration 

Export-Import Bank 

Small Business Administration 

Veterans Administration 

Federal sponsored agencies whose obligations will not be 
eligible for sale to the Federal Financing Bank: 

Farm credit agencies: 
Banks for cooperatives 
Federal intermediate credit banks 
Federal land banks 

Federal Home Loan Banks 

Federal Home Loan Mortgage Corporation 

Federal National Mortgage Association 

IV. Major proposals before Congress: 

A. New borrowing agencies: 

Environmental Financing Authority 
National Student Loan Association 
U. S. International Development Corporation 
National Development Bank 
Urban Development Bank 
National Credit Union Bank 
Rural Development Bank 

B. New guaranteed borrowings: 

Farmers Home Administration farm operating loans 
(asset sales) 

Transportation Department equipment trust certificates 
Washington Metropolitan Area Transit Authority 
District of Columbia government borrowing 

(debt service subsidies) 
Taxable municipal bonds for rural development 

(debt service subsidies) 

Office of tile Secretary of the Treasury 
Office of Debt Analysis 

December 10, 1971 



THE FEDERAL FINANCING BANK ACT 
OF 1971 

Legislation Designed to Increase 
Efficiency in Financing Federal 

Agency Programs 



'mE FEDERAL FINANCING BANK ACT OF 1971 HAS THREE PRINCIPAL 
PURPOSES 

to centralize the marketing and reduce the 
cost of the Federal and Federally-assisted 
borrowing activities. 

to provide for coordination by the Secretary 
of the Treasury of Federal agency financing 
plans. 

to provide for submission to the President of 
budget plans for loan guarantee programs. 



WHY IS INCREASED COORDINATION AND CONTROL OF FEDERAL 
CREDIT ACTIVITIES NECESSARY? 

Federal involvement in credit markets has been 
increasing rapidly in recent years. 

Direct Federal borrowing and Federally-guaranteed 
private borrowing is now pre-empting 40% of total 
credit flows in the U. S. economy. Federal and 
Federally-supported security issues are now in the 
capital markets approximately two out of every three 
business days. This market congestion increases the 
cost of Federal and Federally-supported borrowing. 
It also increases interest rates for borrowers who 
do not have Federal support, such as state and 
municipal governments and business corporations. 

While Federal direct loans are subject to the 
budget process and the Congress reviews Treasury 
borrowing operations, there is now no coordinated over
view of Federally-guaranteed programs, whether they 
result in new security issues or in direct placement 
with financial institutions. 

The need ot coordination is particularly great 
during periods of financial stringency such as we 
experienced in ]966 and again in 1969. 



WHAT FEDERAL ACTIVITIES ARE COVERED UNDER THE FEDERAL 
FINANCING BANK ACT OF 1971? 

All Federal agencies which for the purposes of 
this Act are defined as Executive departments, 
independent Federal establishments, corporations 
or other entities established by the Congress which 
are owned in whole or in part by the United States. 

Excluded because of their private ownership are 
the agencies of the Farm Credit System, the 
Federal National Mortgage Association, the Federal 
Home Loan Bank System and the Federal Reserve 
System. 



WHAT WILL THE FEDERAL FINANCING BANK DO? 

The Federal Financing Bank will be authorized 
to purchase obligations of Federal agencies 
and obligations guaranteed by Federal agencies. 
Agencies will be authorized to sell obligations 
to the Bank. However, the legislation will not 
require the Bank to lend to any agency nor require 
any agency to borrow from the Bank. 

The Federal Financing Bank will permit shifting 
what are essentially debt marketing problems 
from the agencies by allowing them to sell their 
obligations to the Bank without the necessity of 
maintaining large financing staffs to deal with the 
public securities market. 

The Federal Financing Bank will not become a vast 
bureaucracy. Instead, by drawing on existing 
facilities of the Treasury Department and the 
Federal Reserve System, it will operate with a 
minimum number of employees. 

The Federal Financing Bank will lower the cost of 
money to Federal agencies since its financing costs 
will be less than those of any other agency except 
the U. S. Treasury. The Bank's obligations will 
be obligations of the U. S., its assets will be 
obligations of Federal agencies or obligations 
guaranteed by Federal agencies and it will have 
authority to borrow from the Treasury Department, 
if necessary, so that there will be no question 
as to the soundness of its obligations. 

Its obligations will be issued in such amounts 
that they will be readily tradable in the market 
and will be eligible for purchase by the Federal 
Reserve System in its open market operations. Its 
obligations are designed to be eligible for purchase 
by all financial institutions and will be eligible as 
collateral for public funds. 



THE MARKET FOR STATE AND LOCAL SECURITIES WILL BE HELPED BY 
THE FEDERAL FIW>. NCING BANK 

The Federal Financing Bank Act will not in any 
way restrict state and local governments' borrow
ing on their own credit in the tax-exempt bond 
market. On the contrary, the Act will strengthen 
the capacity of that market to absorb state and 
local borrowing. This result follows from the 
fact that at present Federally-supported public 
housing and urban redevelopment programs are 
competing in the tax-exempt market with regular 
issues of state and local government obligations. 
Under the proposed Act, these Federally-supported 
programs will be eligible for sale to the Federal 
Financing Bank, which will not be borrowing in 
the tax-exempt market. 



HOW WILL THE FEDERAL FINANCING BANK ACT OF 1971 AFFECT SPECIFIC 
AGENCIES? 

Under normal circumstances agencies financing through 
the Federal Financing Bank will experience lower financing costs 
than through direct market borrowings on their own. 

However, in instances of extreme financial stringency the 
Federal Financing Bank Act of 1971 may be instrumental in providing 
some necessary restraint on Federal agency guarantee programs and 
market borrowings. 
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The Department of the TREASURY 
WASHINGTON, D.C. 20220 

"rENTION: FINANCIAL EDITOR 

IR RELEASE 6: 30 P.M., 

nday, December 13, 1971. 

TElEPHONE W04·2041 

RESULTS OF TREASURY' S vrE~KLY BILL OFFERING 

The Treasury Department announced that the tenders for two series of Treasury 
llls, one series to be an additional issue of the bills dated September l6, 1971, and 
le other series to be dated December 16, 1971 , which were offered on December 7, 1971, 
~re opened at the Federal Reserve Banks today. Tenders were invited for $ 2,300,000,000, 
~ thereabouts, of 91 -day bills and for $1,600,000,000, or thereabouts, of 182 -day 
ills. The details of the two series are as follows: 

I\NGE OF ACCEPTED 91-day Treasury bills 182 -day Treasury bills 
JMPETITIVE BIDS: maturins; March 16, 1972 maturing June 15, 1972 

Approx. Equiv. Approx. Equiv. 
Price Annual Rate Price Annual Rate 

High 99.015 3.897% 97.922 4.110% 
Low 98.992 3.988% 97.889 4.176% 
Average 99.003 3.944% Y 97.905 4.144% Y 

6% of the amount of 91-day bills bid for at the low price was accepted 
33% of the amount of 182-d~ bills bid for at the low price was accepted 

OTAL TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS: 

District 
Boston 
New York 
Philadelphia 
Cleveland 
Richmond 
Atlanta 
Chicago 
St. Louis 
Minneapolis 
Kansas City 
Dallas 
San FranCisco 

TOTALS 

Applied For 
$ 19,495,000 

2,662,030,000 
33,890,000 
30,375,000 
12,535,000 
40,295,000 

222,225,000 
64,105,000 
26,600,000 
34,310,000 
35,630,000 

196,090,000 

$3,377,580,000 

Accepted 
$ 9,495,000 

1,745,610,000 
17,990,000 
29,775,000 
12,535,000 
30,320,000 

173,225,000 
58,105,000 
26,100,000 
32,310,000 
15,305,000 

149,425,000 

$2,300,19S,000~ 

Applied For 
$ 11,575,000 

2,223,040,000 
6,010,000 

16,645,000 
4,995,000 

25,150,000 
173,475,000 
42,005,000 
13,340,000 
17,225,000 
28,315,000 

137,920,000 

$2,699,695,000 

Accepted 
$ 1,575,000 

1,279,440,000 
6,010,000 

16,645,000 
4,195,000 

15,930,000 
126,125,000 

28,335,000 
11,340,000 
12,200,000 

6,315,000 
91,920,000 

$1,600,030, llOOE..l 

I
I Includes $226,180,000 noncompetitive tenders accepted at the averB€;e prict cf 99.00:: 
II InclUdes $ 91,445 ,000 noncompetitive tenders accepted at the average prj ce r·f 97. ~ ,',S 
~ These rates are on a bank discount basis. The equivalent coupon iss~,:: yi?':', s..re 

05 'for ~ '91_dQ' bill. , Md 4. 3CJ1> for the 182 -day bills. 



The Department of the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

FOR IMMEDIATE RELEASE December 14, 1971 

RUSTAD RETIRES FROM SAVINGS BONDS POST 

Secretary of the Treasury John B. Connally today announced, 
with regret, the retirement of Elmer L. Rustad, National 
Director U. S. Savings Bonds Division, The Department of the 
Treasury, effective at the close of business, January 8, 1972. 

"His dedication to the program, his imaginative and 
understanding leadership of staff and volunteers, and his 
outstanding resourcefulness in creating new systems and pro
grams have made a major contribution to record Savings Bonds 
sales," Secretary Connally said. 

Mr. Rustad's Treasury service began with his appointment 
to organize the Defense Savings Staff for South Dakota in 
November 1941. After service as a naval offic0r in World 
War II, he resumed his Treasury assignment. 

In March 1952, he was named Assistant National Sales 
Manager of the Savings Bonds Division in Washington and, in 
1955, he was promoted to Director of Sales. On July 25, 1966, 
he became Assistant National Director; he assumed his position 
as National Director on March 14, 1969. 

During his tenure, he has sales-managed a multi-billion 
dollar operation. Today, tens of millions of Americans own 
U. S. Savings Bonds and Freedom Shares with a total value of 
$54.7 billion. 

Mr. Rustad received the Treasury's "Distinguished 
Service Award" in September 1966. He received the Exceptional 
Service Award in 1971. 

He is married to the former Berniece Hillery of Volin, 
South Dakota. They have a married son and daughter, Robert L. 
of Virginia Beach, and Patricia Herrman of Fayetteville, 
North Carolina, and five grandsons and one granddaughter. 

000 
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The Department of the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

FOR IMMEDIATE R::LEASE DeC2:rber 14 I 1971 

TREASUHY INTBi.'JDS 'I'O DL7CONTINUE AN'lIDUMPING 
INVESTIGATION ON BHT (BUTYLATED HYDROXYTOLUENE) FROH JAPAN 

Assistant Secretary of the Treasury Eugene T. Rossides 

announced today that the Treasury De~artment will publish 

a notice announcing an intent to discontinue its antidumping 

investigation of BHT (butylated hydroxy toluene) from Japan. 

BHT is a benzenoid chemical product used in jet fuels, 

rubber, food packaging, animal feeds, and petroleum products 

as an antioxidant. The notice will appear in the Federal 

Register of December 15, 1971 

Formal assurances have been received from the exporters 

that they will make no future sales or shipments of BHT, or 

other antioxidants having BHT as their main component, to 

the United States. The notice of intent to discontinue the 

investigation is based on these assurances. 

During the period from July 1970 through June 1971, 

imports of BHT from Japan were valued at approximately 

$1 million. 

# # # 



The Department of the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

MEMORANDUM TO CORRESPONDENTS: Dec. 13, 1971 

Acting Secretary of the Treasury Char1s E. Walker 
today transmitted to Congress draft legislation to carry 
out President Nixon's proposals with respect to private 
pension plans. 

A copy of the letter to the Speaker of the House 
is attached. (Identical letter sent to the President 
of the Senate). 

A copy of the draft bill is also attached. 

000 
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Dear Mr. Speaker: 

THE SECRETARY OF THE TREASURY 
WASHINGTON 

In accordance with the President's Message of December 8, 1971, 
transmitting legislative proposals with respect to private pension 
plans, I am submitting a draft bill entitled the "Individual Retirement 
Benefits Act of 1971," for consideration by Congress. This legisla-
tion is designed to strengthen the private retirement system by providing 
minimum standards of participation in the benefits offered by an employer
sponsored pension plan and to encourage the expansion of the private 
retirement system by offering greater tax benefits to individuals who 
choose to invest in a retirement sav"ings plan. 

Section 2 of the proposed legislation establishes mlnlIDum standards 
for participation and for vesting of benefits under pension and profit
sharing plans. It provides that no employee may be excluded from participa
tion in an employer-sponsored plan if he has attained the age of 30 years 
and has been an employee for at least three years, except an employee who 
is within f'i ve years of retirement age. This section adopts the so-called 
"rule of 50" vesting standard under which every pension must be half 
vested when an employee t s age plus the number of years he has participated 
in the plan eCluals 50. The remaining portion of his pension must vest 
ratably over the next five years. This standard is designed to provide 
assurance to older employees that the pension benefits they are accruing 
will not be forfeited. The Secretary would be granted regulatory 
authori ty to reCluire more restrictive rules for plans where inadequate 
vesting and eligibility prOVisions would be likely to result in the 
discrimination prohibited by existing law. 

Section 3 of the proposed bill grants deductions to individuals for 
personal savings for retirement. The deductible amount is 20 percent 
of the indivldual's earned income for the year, but not more than $1,500. 
The deduction is allowed for employee contributions to employer-sponsored 
plans and, in the case of an individual who is not covered by employer
sponsored plans (or who is inadeCluately covered by an employer-sponsored 
plan), a deduction is allowed for amounts set aside by the individual for 
his own retirement in an individual retirement account. Amounts held in 
individual retirement accounts would be allowed to earn tax-free income 
as is presently the case with respect to employer-sponsored retirement 
plans. 
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Section 4 of the proposed legislation increases the deductible 
contribution which may be made on behalf of self-employed individuals 
and shareholder-employees of electing small business corporations to a 
retirement plan which covers themselves and their employees. The present 
law limits this deduction to 10 percent of earned income or $2,500, 
whichever is less; these limits would be increased to 15 percent or $7,500, 
whichever is less. 

In addition, the requirement under present law for immediate full 
vesting of all benefits under plans benefiting self-employed persons 
would be changed by the bill to a so-called "rule of 35" standard. 
Under this standard a pension would be half vested when an employee's 
age plus the number of years he has participated in the plan equals 35, 
with ratable vesting of the remaining benefits over the next five years. 
The bill would also provide that plans benefiting self-employed persons 
must allow earlier participation of older employees than is required 
under present law. 

It wOl~lci be appreciated if you would lay the proposed legislation 
before the House of Representatives. A similar communication has been 
addressed to the President of the Senate. 

We have been advised by the Office of Management 3Jld Budget that 
there is no objection to the presentation of this draft bill to the 
Congress, and that its enactment would be in accord with the program 
of the President. 

The Honorable 
Carl Albert 
Speaker of the House 

of Representatives 
Washington, D. C. 20515 

Enclosures 

Sincerely yours, 

Charls E. Walker 
Acting Secretary 



INDIVIDUAL RETIREMENT BENEFITS ACT OF 1971 

1. Introduction. 

Since 1942 the Internal Revenue Code has accorded special 

tax benefits to retirement plans established by employers for 

the benefit of their employees and the beneficiaries of their 

employees. To insure that benefits are provided under these 

plans for a broad range of the employees of the sponsoring employer 

and not me.:ely for a small group of select empl'"'jef:s, the 

availability of these special tax benefits is conditioned upon 

the plan:s meeting certain statutory requirements. 

Private retirement plans form an important part of the 

total framework of income maintenance for older Americans. As 

such, it is appropriate to provide tax incentives to encourage 

employers to establish these plans and thus provide for their em

ployees' post-retirement needs. In so doing the employer 

performs a function and assumes a burden which otherwise might 

be thrust upon society at large. Private retire:nent plans are 

a significant supplement to the social security system as a 

source of income for retired and disabled Americans and their 

dependents. Because private retirement plans are 
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established by individual employers, they can be shaped to 

respond to unique needs and situations in a manner that a 

public system covering tens of millions of individuals cannot. 

The experience of the past 30 years has demonstrated that 

while the private retirement system has the capacity to 

deal with an important social problem through individual 

initiative, changes in existing law are needed. In the first 

place, recent surveys indicate that, in spite of the incen

tives provided by existing law, approximately one-half of the 

non-agricultural labor force does not now participate in pri

vate retirement plans and that coverage is not likely to ex

pand significantly under existing conditions. Moreover, overly 

restrictive requirements for participation in, or acquisition 

of vested benefits under, private retirement plans have resulted 

in effectively denying to millions of employees the full bene

fits of the private retirement system. Special limitations 

upon contributions on behalf of self-employed individuals and 

requirements for the plans in which they participate are so re

strictive that they have created an artificial preference for 

the corporate form over other business forms which might be 

more suitable or desirable for a particular enterprise. 
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2. Eligibility Requirements. 

A. Preseilt Law. 

The Interltal Revenue Code does not now contain any specific 

requirements concerning eligibility conditions based on age or 

service that may be included in a private retirement plan estab

lished by a corporate employer. Existing administrative practice 

does permit such a plan to provide that participation in the 

plan is limited to employees who have attained a specified age 

or have been employed for a specified number of years if the 

effect of such provisions is not discrimination in favor of 

officers, shareholders, supervisory employees, or highly com

pensated employees. Likewise, such a plan may exclude from 

participation employees who have attained a specified age close 

to retirement when they otherwise become eligible to partici

pate in the plan. On the other hand, the Internal Revenue Code 

specifically requires that a plan established by an unincor

porated business in which an owner-employee (i.e., a sole 

proprietor or a partner with a greater than 10 percent interest 

in capital or income) participates must provide that no employee 

with 3 or more years of service may be excluded from the plan. 
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B. Proposal. 

Reasonable service or age requirements are an appro

priate means of preventing the dissipation of plan assets. 

The benefits earned by employees with short periods of service 

are usually small, both in absolute terms and in relation to 

the administrative costs attributable to these benefits. 

Overly restrictive requirements may, however, result in the 

arbitrary exclusion of employees from participation in private 

retirement plans and thereby frustrate the effective functioning 

of the private retirement system. 

The proposed bill would therefore provide that a private 

retirement plan not be permitted to require, as a condition of 

participation, that an employee have completed a period of 

service with the employer in excess of 3 years, that the em

ployee have attained an age in excess of 30 years, or that he 

not have attained an age which is less than 5 years preceding nomal 

retirement age under the plan. For this purpose, normal retire

ment age means the earliest age under the plan at which an 

employee may retire and receive benefits which are not actuarially 

reduced. 
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In the case of a plan in which self-employed individuals 

who are owner-employees may participate, the bill would 

provide that the plan not be permitted to require, as a 

condition of participation, that the employee have completed 

more than I year of service with the employer if his then age 

is 35 years or greater, more than 2 years of service if his 

then age is 30 years or greater but less than 35 years, or 

more than 3 years of service if his then age is less than 30 

years. Thus, the bill will require such plans to permit earlier 

participation by employees whose age exceeds 30 years. 

C. Effective Date. 

These rules would apply to all private retirement plans 

established after November 30, 1971. In the case of plans in 

effect on November 30, 1971, these rules would apply to plan 

years beginning after December 31, 1973, except that in the 
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case of plans which are collectively bargained, these rules 

would not apply to plan years beginning before the expiration 

of the collective bargaining agreement in effect on November 30, 

1971. 

3. Vesting Requirements. 

A. Present Law. 

There is no generally applicable requirement under existing 

law that a participant in a private retirement plan have at 

any time before he attains normal retirement age a nonforfeit

able right to receive his accrued benefit under the plan. How

ever, the failure to provide pre-retirement vesting is taken 

into account by the Internal Revenue Service in determining 

whether a plan satisfies the statutory requirement that it not 

discriminate in favor of officers, shareholders, supervisory 

employees, or highly compensated employees, and in appropriate 

circumstances the Service will not issue such a determination 

if a plan does not provide pre-retirement vesting. Neither the cir-

cumstances in which pre-retirement vesting is required nor the 

degree of such vesting is well defined, and considerable varia

tion has arisen. The Internal Revenue Code requires that 

a plan established by an unincorporated business in which an owner

employee participates must provide that each participant have 
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an immediately nonforfeitable interest in the contributions 

made on his behalf under the plan. 

B. R£Q.posal. 

Some measure of pre-retirement vesting is essential if 

the private retirement system is to exist as a functioning 

and effective supplement to the social security system. 

This is especially true in view of our highly mobile labor 

force. An individual whose participation in a private retirement 

plan terminates before his rights in his benefits accrued under 

the plan have become nonforfeitable has, for all practical 

purposes, not really participated in the plan. In addition, 

pre-retirement vesting is needed to reinforce the non-discrimination 

requirememts of existing law in cases where most of the employer 

contributions under a plan are made on behalf of participants 

with a proprietary interest in the employer. 

The proposed bill would therefore require a private retirement 

plan to provide that a participant's rights in at least 

50 percent of his accrued benefits (or the employer contributions 

and other amounts credited to his accounqbe nonforfeitable 

when the sum of his age and his years of participation in the 
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plan equal 50 years and that this percentage increase ratably 

to 100 percent over the succeeding 5 years. Under this rule, 

the rights of older employees would vest more rapidly than the 

rights of younger employees, reflecting the fact that an older 

employee has less of an opportunity to earn a reasonable pension 

with a new employer or to save for his retirement. 

To remove any disincentive against hiring older workers, a 

plan could provide that an employee's rights remain forfeitable 

until his period of plan participation is 3 years reduced by 

any period of service with the employer during which he did not 

participate in the plan. The plan would have to provide that 

upon completing this period of participation his rights in at 

least 50 percent of his accrued benefits are nonforfeitable, 

and this percentage would be required to increase ratably to 100 

percent over the succeeding 5 years. Thus, if a plan requires 

1 year of service with the employer as a condition of participa

tion, it could provide that an employee's rights are 50 percent 

vested when the sum of his age and his years of partcipation 

equal 50 years but not before he has participated in the plan 

for 2 years. An employee hired at age 50 would become eligible 

to participate in the plan at age 51 and would not become 50 

percent vested until age 53. He would not become fully vested 

until attaining age 58. 
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To avoid additional costs for plans in difficult financial 

condition, pre-retirement vesting would not be required with 

respect to benefits accrued for any plan year for which benefit 

payments to retired participants exceed benefit accruals by 

active participants and the present value of accrued liabilities 

to retired and active participants exceeds the value of plan 

assets. If, however, the plan is amended to provide g:eater 

benefits during a plan year when this exception would otherwise 

b~ o~~rab]c, or within 5 years thereafter, the exception would 

not apply. This exception is designed to provide re~ief for 

plans that have a large number of retired participants in re

lation to the number of active participants and are not fully 

funded. These plans are typically found in industries where 

employment is declining and where any increase in pension costs 

would be especially burdensome. 

In the case of private retirement plans in which self

employed individuals who are owner-employees participate, an 

employee's interest in at least 50 percent of his rights under 

the plan would be required to be nonforfeitable when the sum of 

his age and his years of participation equal 35 years. The 

balance of his rights under the plan would be required to become 

nonforfeitable not less rapidly than ratably over the succeeding 

5 years of participation. 
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C. Effective Date. 

These rules would apply to all private retirement plans 

established after November 30, 1971. In the case of plans 

in effect on November 30, 1971, these rules would apply only 

to benefits accrued or contributions made during plan years 

beginning after December 31, 1973. In the case of collectively 

bargained plans, however, these rules would not apply to 

benefits accrued during plan years beginning before the expira-

tion of the collective bargaining agreement in effect on 

November 30, 1971. In applying these rules, all participation 

in the plan (whether before or after December 31, 1973) would 

be considered in determining whether the sum of the employee's 

age and his years of participation equal 50 years or 35 years, 

whichever is applicable. 

4. Special Eligibility and Vesting Requirements to Insure 
Nondiscrimination 

A. Present Law. 

While the Internal Revenue Code does not provide any 

specific and generally applicable requirements on the age and 

service conditions for participation in a qualified plan and 

does not contain any specific and generally applicable requirement 
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that a participant in a qualified plan have at any time before 

retirement age a nonforfeitable right to receive his accrued 

benefit, the age and service conditions for participation in 

a plan and the extent of pre-retirement vesting under the plan 

are considered by the Internal Revenue Service in determining 

whether the plan satisfies the nondiscrimination requirements 

of the Code. However, neither the circumstances under which 

less restrictive age and service conditions for participation 

and pre-retirement vesting will be required to satisfy the non

discrimination test, nor the substance of satisfactory pro

visions in cases where they are required, are well defined. 

As a result, considerable variation and uncertainty has arisen. 

B. Proposal. 

The proposed bill would authorize the promulgation of 

regulations setting forth (1) the circumstances under which a 

plan will satisfy the nondiscrimination requirements only if 

the conditions of participation in the plan are less restrictive 

than those which would be generally applicable under the proposed 

bill and the conditions for vesting of benefits under the plan 

are less restrictive than those of general application under 
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the proposed bill, and (2) the provisions which will be 

required in order to insure that a plan will satisfy the non

discrimination requirements in light of the particular circum

stances. Failure to include such conditions in a plan would 

result in the disqualification of the plan. Such provisions 

could not however, be required to be more restrictive than 

those which would be imposed by the bill on plans benefiting 

self-employed individuals who are owner-employees. The 

proposed bill in this respect would apply only to plans covering--

(1) a partner having (a) more than a 5 percent 

interest in capital or income, or (b) more than a 

I percent, but not more than a 5 percent, interest in 

capital or income if all such partners have more than 

50 percent of the interests in capital or income; or 

(2) an employee owning (or considered as owning 

within the meaning of section 318(a)(I) of the Code) 

(a) more than 5 percent in value of the outstanding 

stock of the corporation or (b) more than 1 percent, 

but not more than 5 percent, in value of the outstanding 

stock if all such employees together own more than 50 

percent in value of the outstanding stock. 
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C. Effective Date. 

These rules would apply to plan years to which the 

proposals relating to eligibility and vesting would apply. 

5. Deduction for Personal Savings for Retirement. 

A. Present Law. 

Under present law, employer contributions on behalf of 

an employee to a private retirement plan satisfying the qualifi

cation requirements of the Internal Revenue Code and investment 

earnings on these contributions are generally not subject to 
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tax until paid to the employee or his beneficiaries, even though 

the enlployee': ~ight to receive these amounts becomes nonfor

feitable before p~yment is made. Employee contributions to such 

a plan are subject to tax currently (i.e., no deduction or ex

clusion is allowable), but investment earnings on these contri

butions are not subject to tax until paid. Amounts saved by 

an individual for his retirement outside the scope of a qualified 

plan are not deductible or excludible from gross income, and 

investment earnings on such amounts are subject to tax currently. 

B. Proposal. 

The effect of existing law relating to saving for retirement 

purposes is to discriminate substantially against individuals 

who do not participate in qualified private retirement plans 

or who participate in plans providing inadequate benefits. 

Frequently, this situation is the result of a unilateral decision 

of the employer not to establish a private retirement plan for 

its employees or not to improve benefits under an existing plan. 

Many other individuals, because of the nature of their occupa

tions, never have a sufficient period of service with anyone 

employer to accrue adequate retirement benefits. 
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To remedy this inadequacy in existing law, the proposed bill 

would allow individuals a deduction in computing adjusted 

gross income for amounts contributed to individual retirement 

plans which they have established or to private retirement 

plans established by their employers. In addition, invest-

ment earnings on amounts contributed to individual retirement 

plans would be excludable from gross income. 

In the case of an individual who does not participate in an 

employer-financed private retirement plan) the amount deductible 

would be limited to 20 percent of the first $7,500 of earned income. 

In the case of a married couple, each spouse would be eligible to 

claim this deduction, and the limit would be applied separately 

to each spouse. Thus, if a husband had earned income of $12,000 ane 

his wife had earned income of $7,000, the maximum deduction for 

him would be $1,500, and the maximum deduction for her would be 

$1,400, permitting a total deduction of $2,900. 

If an individual participates in an employer-financed plan, 

the 20 percent limitation on the deduction would be reduced to 

reflect employer contributions to the plan on his behalf. For 

this purpose, an individual would be permitted to assume that 
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employer contributions on his behalf are 7 percent of his 

earned income. He could show, however, that a lesser amount 

had been contributed on his behalf; such amount would be 

determined in accordance with Treasury Department regulations 

on the basis of the particular facts and circumstances of his 

situation. In the case of individuals who have earned income 

which is not covered by the social security system or the railroad 

retirement system, the limitation on the deduction would be 

further reduced by the amount of tax that would be imposed under 

the Federal Insurance Contributions Act if that income were 

covered by the social security system. This reflects the fact 

that taxes imposed on employees under the Federal Insurance 

Contributions Act are not deductible. 

Under the proposed bill, an individual would be allowed to 

invest these amounts in a broad range of assets, including stocks, 

bonds, mutual fund shares, annuity and other life insurance 

contracts, face-amount certificates, and savings accounts with 

financial institutions. While these assets could not be com

mingled with other property, they could be held in custodial 

accounts, and a taxpayer would not be required to establish a 

trust for this purpose. 
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To insure that amounts contributed to individual retirement 

programs and investment earnings on such amounts are used only 

for retirement purposes, withdrawals before the individual 

attains age 59~ would not qualify for the general income averag

ing provided under existing law and would also be subject to an 

additional penalty tax of 30 percent of the amount withdrawn. 

This penalty would not apply, however, if the taxpayer has died 

or has become disabled or if the amount withdrawn is deposited 

in another individual retirement plan within 60 days. This 

last exception is designed to permit transfer of individual 

retirement amounts from one type of investment to another, or 

from one trustee or custodian to another. 

Moreover, withdrawals would be required to begin by the 

time the taxpayer reaches age 70~ and would have to be sufficiently 

large so that the entire accumulation will be distributed over 

his life expectancy or the combined life expectancy of the tax

payer and his spouse. If sufficient amounts are not withdrawn 

to meet these rules after age 70~, an annual penalty of 10 

percent of the excess accumulation would be imposed. 
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To insure compliance with the foregoing requirements, 

trustees, custodians, and other persons having control of 

amounts deducted under the proposal would be required to 

submit annual reports to the Internal Revenue Service similar 

to those which are now required of trustees of plans benefitting 

self-employed individuals who are owner-employees. 

C. Effective Date. 

This proposal would apply to taxable years ending after 

the date of enactment of the proposed bill. 

6. Contributions on Behalf of Self-Employed Individuals and 
Shareholder-Employees of Electing Small Business 
Corporations. 

A. Present Law. 

The Internal Revenue Code now limi ts the deductible contri-

bution to a qualified private retirement plan on behalf of a 

self-employed individual to the lesser of 10 percent of earned 

income or $2,500. In certain circumstances, an additional 

$2,500 nondeductible contribution may be made. Penalties are 

imposed if excessive contributions are made and are not returned. 

With respect to a shareholder-employee of an electing small busine! 
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corporation, no limit is imposed on the amount that may be 

contributed on his behalf, but if the contribution exceeds the 

lesser of 10 percent of compensation or $2,500, the excess is 

includable in his gross income. 

The limitation on contributions on behalf of self-employed 

individuals has had a number of undesirable effects. In the 

first place, while the limitation applies by its terms only to 

contributions on behalf of self-employed individuals, as a 

matter of practice, it applies as well to their employees with 

the result that the contributions on their behalf may be a very 

small percentage of their compensation. Another undesirable 

effect of the limitation on contributions on behalf of self-em

ployed persons is that it has provided an artificial incentive 

for the incorporation of businesses and professional practices. 

B. Proposal. 

The proposed bill would provide that the rate at which 

deductible contributions may be made on behalf of self-employed 

individuals should be the rate at which contributions are made 
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on behalf of other participants (but not more than 15 percent), 

and that the maximum amount of earned income to which this rate 

may be applied should be $50,000. As a result, a self-employed 

individual would be permitted a deduction of as much as $7,500, 

but only if he contributed 15 percent o~ compensation for his 

employees. The maximum rate at which additional nondeductible 

contributions could be made would be limited to 10 percent of 

earned income (again considering not more than $50,000 of earned 

income); ten percent is the limit under existing administrative 

practice applicable to nondeductible voluntary contributions by 

any participant in a qualified plan. 

The limitation on excludable contributions on behalf of 

shareholder-employees of electing small business corporations 

would likewise be the product of the rate at which contributions 

are made on behalf of other employees (but not more than 

15 percent) and the lesser of his compensation or $50,000. 

c. Effective Date. 

These revised limitations would apply to taxable years 

beginning after December 31, 1972, unless the taxpayer elected 

to apply them to taxable years ending after December 31, 1971. 



A BILL 

To strengthen and improve the private retirement system by establish

in€:, minimum standards for participation in and .pur vesting of 

benefits under pension and profit-sharing retirement plans, by 

~llowing deductions to individuals for personal savings for 

retirement, and by increasing contribution limitations for 

self-employed individuals and shareholder-employees of electing 

small business corporations. 

Be it enacted by the Senate and House of Representatives of the 

United States of Ameri~a in Congress assembled, 

SECTION 1. SHORT TITLE, ETC. 

(a) Short Title.--This Act may be cited as the "Individual 

Retirement Benefits Act of 1971". 

(b) Amendment of 1954 Code.--Except as otherwise expressly 

provided, whenever in this Act an amendment is expressed in terms 

of an amendment to a section or other provision, the reference is to 

a section or other provision of the Internal Revenue Code of 1954. 
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SEC. 2. MTIrD1UM STANDARDS RELATING TO ELIGIBILITY AND VESTnm. 

(a) In r~neral.--Section 40l(a) (relating to requirements 

for qualification) is amended by adding at the end thereof the 

following new paragraphs: 

lI(n) A trust shall not constitute a qualified trust 

under this section if the plan of which such trust is a part 

requires, as a condition of participation, that an employee-

II(A) have a period of service with the employer 

in excess of 3 years, 

"(B) have attained an age in excess of 30 years, or 

11 ( C) have not attained (as of the first time when 

he is otherwise eligible to participate) an age which 

is less than 5 years less than the earliest age under 

the plan at which an employee may retire and receive 

benefits which are not actuarially reduced. 

In the case of any plan in existence on November 30, 1971, this 

paragraph shaJ...l not apply to plan years beginning before 

January 1, 1974, and in the case of a union-negotiated plan 

in existence on November 30, 1971, this paragraph shall not 

apply to plan years beginning before the termination of the 

collective bargaining agreement in effect on November 30, 1971. 

1!(12)(A) A trust shall not constitute a qualified trust 

under this section unless under the plan of which such trust 

is a part, an employee's rights in at least 50 percent of his 



- 3 -

accrued benefit (determined in accordance with regulations 

prescri:3(l by the Secretary or his delegate) are non

forfei table--

II (i) as of the close of the first plan year 

in which the sum of his age and his period of 

participation in the plan equals or exceeds 50 

years, or 

"(ii) after he has participated in the plan 

for a period equal to 3 years reduced by any 

period of service with the employer before he was 

eligible to participated in the plan, 

whichever occurs later, and his rights in the balance 

of his accrued benefit become nonforfeitable not les~ 

rapidly than rapidly over the succeeding five years. 

"(B) Subparagraph (A) shall not be applied to pro

hibit a plan to which employees are required to contribute 

as a condition of participation from providin~ that an 

employee I s rignts under the plan ,.rill be forfeited if 

he voluntarily withdraws his contributions upon 

termination of employment or active participation in 

the plan. 



- 4 -

"( c) This paragraph shall not apply to contributions which 

under provisions of the plan adopted pursuant to regulations 

prescribed by the Secretary or his delegate to preclude the 

discrimination prohibited by paragraph (4), may not be used 

to provide benefits for designated employees in the event of 

early termination of the plan. 

"(D) This paragraph shaD- not apply to benefits accrued 

under any plan in existence on November 30, 1971, during plan 

years beginning before January 1, 1974, and to benefits accrued 

under a union-negotiated plan in existence on November 30, 1971, 

d-uring plan years beginning before the termination of the 

collective bargaining agreement in effect on November 30, 1971. 

"(13) A plan in existence on November 30, 1971, shall not 

be considered as failing to satisfy the requirements of 

paragraph (12) merely because it provides that the benefits 

accrued thereunder during any plan year are forfeitable--

"(A) during which the periodic benefit payments to 

retired participants exceea the benefit accruals 

(aeterminea in accoraance with regulations prescribed 

by the Secretary or his delegate) by activp participants, 

and 
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"(B) as of the beginning of which, the present 

actuarial value of accrued plrul liabilities to both 

retired and active participrults exceeds the actuarial 

value of plan assets. 

'[his paragraph shall not apply to benefits accrued during ruly 

plan year if the plan is amended to increase benefits directly 

or indirectly within the 5-year period following the close of 

such plan year." 

(b) Plans Benefiting Owner-Employees.--

(1) Eligibility.--Paragraph (3) of section 401(d) (relat

ing to additional requirements of trusts and plruls benefiting 

owner-employees) is amended by striking out the first sentence and 

inserting in lieu thereof: 

"The plan benefi ts--

"(A) each employee having a period of employment of 3 

years or more who has not attained the age of 30 years, 

"(B) each employee having a period of employment of 2 

years or more who has attained the age of 30 years but has 

not attained the age of 35 years, and 

"( C) each employee having a period of employment of 1 

year or more who has attained the age of 35 years." 

(2) Vesting.--Paragraph (2)(A) of section 401(d) is amended 

to read as follows: 

"(A) rul employee I s rights in at least 50 percent of 

his accrued benefit (determined in accordance with 
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regulations prescribed by the Secretary or his 

delegate) are nonforfeitable as of the close of the 

first plan year in which the sum of his age and his 

period of participation in the plan equals or exceeds 

35 years, and his rights in the balance of his ac

crued benefit become nonforfeitable not less rapidly 

than ratably over the succeeding five years; and". 
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(c) Conditions of Participation and Nonforfeitability of Benefits 

to Insure Satisfaction of Nondiscrimination Requirements.--Section 

401 (relating to pension, profit-sharir~, and stock bonus plans) is 

amended by redesignating (j) as sUbsection (k) and by inserting 

after subsection (i) the following new subsection: 

"(j) Conditions of Participation and Nonforfeitability of 

Benefits to Insure Satisfaction of Nondiscrimi nation Requirements.--

"(1) Promulgation of regulations.--The Secretary or his 

delegate shall prescribe regulations setting forth trle circum-

stances under which a plan will, in the Judgmer.t of the Secretary 

or his delegate. satisfy the requirements of subsections (a)(3) 

(B) and (a)(4) only if the conditions of participation in the 

plan and the conditions of nOllforfei tabili ty of benefi ts under 

the plan are less restrictive than those whir:h satisfy sub-

sections (a)(ll) and (a)(12), respectively. Such reVllations 

shall also set forth conditions of participation and nonforfeit

ability of benefits which will, in the judgment of the Secretary or his 

delegate, insure that the plan will satisfy the req"llirements 

of subsections (a)(3)(B) and (a)(4), b1.:t wllich are not more 

restrictive than conditions of participatjon and nonforfeit-

abili ty of benefi ts whi ch are required under subsections 

(d)(3) and (d)(2)(A), respectivel;!. 

"(2) Effect of noncompliance.--If a plan to which this sub

section applies does not contain conditions of participation and 
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nonforfeitability of benefits which comply with the regulations 

prescribed under paragraph (1), no trust forming part of sueh 

plan shall constitute a qualified trust under this section. 

"(3) Plans to which applicable.--This subsection shall 

apply to a pension, profit-sharing, or stock bonus plan which 

provides benefits for an individual who--

"(A) in the case of a partnership, is a partner who 

is not an owner-employee (as defined in section 401(c) 

(3») and who awns--

!I(i) more than 5 pel'Cent of either the capital. 

interest or the profits interest in such partnership, 

or 

II (ii) more than 1 percent, but not more than 5 

percent, of either the capital interest or the profits 

interest in such partnership if all such partners own 

more than 50 percent of such interests, or 

"(B) in the case of a corporation, is a shareholder 

who owns (or is considered as awning within the meaning 

of section 318 (a)(l»--

"ei) more than 5 percent in value of the out

standing stock of such corporation, or 

II (ii) more than 1 percent, but not more than 5 

percent, in value of the outstanding stock of such 
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corporation if all such shareholders own (or are considered 

as owning within the meaning of section 318(a)(I)) more than 

50 percent in value of the outstanding stock of such corpora

tion. 

"(4) Transitional rules.--In the case of a plan in existence on 

November 30, 1971--

"(A) conditions of participation set forth in regulations 

prescribed by the Secretary or his delegate under paragraph (1) 

shall not apply to plan years beginning before January 1, 1974; 

and 

"(B) conditions of nonforfei tabili ty of benefits set forth 

in such regulations shall not apply to benefits accrued during 

plan years beginning before January 1, 1974." 
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(d) Conforming Amendments.--

(1) Section 404(a)(2) (relating to deduction for contribu

tions of -n employer to employees' annuity plan) is amended 

by striking 01-~ "section 401(a)(3), (4), (5), (6), (7), and 

(8), and, if applicable, the requirements of section 401(a)(9) 

and (10) and of section 401(d) (other than paragraph (1))," 

and by inserting in lieu thereof "section 401 (a)( 3), (4), (5), 

(6), (7), (8), (ll), and (12), and, if applicable, the require

ments of section 401 (a)(9) and (10) and section 401(d) (other 

than paragraph (1)), and, if applicable, the requirements of 

regulations prescribed by the Secretary or his delegate under 

section 401(j)". 

(2) Section 805(d) (1) (C) (relating to definition of pension 

plan reserves) is amended by striking out Hand (8)" and by in

serting in lieu thereof "(8), (ll), and (12), and, if applicable, 

the requirements of regulations prescribed by the Secretary or 

his delegate under section 401(j)". 

(e) Effective Dates.--The amendments made by subsections (a), 

(b)(2), (c), and (d) shall become effective upon the day after enact

ment of this Act. The amendment made by subsection (b)(l) shall not 

apply to plan years beginning before January 1, 1974, except that in 

the case of a plan which is amended after the day of enactment of 

this Act but before January 1, 1974, so that it no longer satisfies 

the requirement of section 40l(d)(2)(A) of the Internal Revenue 

Code of 1954 as in effect on the day of enactment of this Act, the 

amendment made by subsection (b)(l) shall apply to the plan year 

for which such amendment is effective and all· d wuecccd1t@ plan years· 
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SEC. 3. DEDUCTION FOR RETIREMENT SAVINGS. 

(a) In General.--Part VII of subchapter B of chapter 1 (re-

lating to additional itemized deductions for individuals) is amended 

by renumbering section 218 as section 219 and by inserting after sec-

tion 217 the following new section: 

"SEC ° 218. RETIREMENT SAVJNGS. 

"(a) Deduction Allowed.--There shall be allowed as a deduction 

amounts pald during the taxable year by an indi vidual--

11(1) to a C!ualified individual retirement account (as de

fined in section 408(a)), 

"(2) to an employees' trust described in section 401(a) 

which is exempt from tax under section 501(a), 

"(3) for the purchase of an annuity contract under a plan 

which meets the requirements of section 404(a)(2), 

"(4) to or under a qualified bond purchase plan (as de-

fined in section 405), or 

"(5) for the purchase of an annuity contract described in 

section 403 (b) . 

"(b) LO °t lID.J. ation.--

II (1) General rule. --The amount allowable as a deduction 

under SUbsection (a) to an individual for any taxable year shall 

not exceed 20 percent of so much of his earned income for such 

taxable year as does not exceed $7,500. 



- 11 -

"(2) Reduction on account of employer contributions to 

qualified pension, etc., plans.--The limitation otherwise deter

mined under this subsection for any taxable year shall be 

reduced by the amount (determined in accordance with regulations 

prescribed by the Secretary or his delegate) of any contri

butions made on behalf of the taxpayer by his employer during 

the taxpayer's taxable year--

"(A) to an employees' trust described in section 401(a) 

which is exempt from tax under section 501(a), 

" (B) for the purchase of an annui ty contract under a 

:plan which meets the requirements of section '-1-04 (a) (2), 

!l(e) to or under a qualified bond purchase plan (as 

defined in section 405), or 

!l (D) for the purchase of an annuity contract described 

in section 403(b). 

In accordance with regulations prescribed by the Secretary or his 

delegate, the amount of any contributions described in the pre

ceding sentence made on behalf of a taxpayer by his employer 

during his taxable year may, at the option of the taxpayer, be 

considered to be T percent of his earned income for such taxable 

year attributable to the performance of personal services for 

such employer. 

"(3) Reduction applicable to certain public and other em

ployees.--If a taxpayer has earned income for the taxable year 

which is not subject to tax under chapter 2, 21 or 22, the limi

tation otherwise determined under this subsection for such 
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taxable year shall be reduced by an amount equal to the tax 

(or the increase in the tax) that would be L~posed upon such 

income under section 3101 for such taxable year if the personal 

services from the performance of which such income is derived 

constituted employment (within the meaning of section 3l2l(b)). 

"(4) Married individuals.--The limitation provided by 

this subsection in the case of a married individual shall be 

determined without regard to the earned income of his spouse 

and without regard to contributions described in paragraph (2) 

made on behalf of his spouse. For purposes of this subsection, 

the earned income of a married individual shall be determined 

without regard to community property laws. 

"(5) Earned income defined.--For purposes of this subsection, 

the term 'earned income' has the meaning assigned to such term in-

"(A) in the case of a self-employed individual, 

section 401(c)(2), and 

"(B) in the case of an individual who is not a self

employed individual, section 911(b).1l 
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(b ) Individual Retirement Accounts. --Part I of subchapter D of 

chapter 1 (relating to pension, profit-sharing, stock bonus plans, 

etc.) is amendLl ~y adding at the end thereof the following new 

section: 

"SElj. 408. nmrvIDUAL RETIREMENT ACCOUNTS. 

"(a) Requirements for Qualification.--A trust, custodial account, 

or other similar arrangement created or organized in the United states 

shall constitute a qualified individual retirement acco1mt under this 

section only if--

"(1) it is maintained for the purpose of distributing to 

the individual who established it, his spouse, or his benefici

aries, the contributions thereto and the income therefrom; 

"(2) except as otherwise provided in subsections (b)(l) and (2), 

contributions thereto during any taxable year may not exceed the 

limitation provided by section 2l8(b) for such taxable year 

and may be made only by the individual vTho established it or 

his spouse; 

"(3) except as otherwise provided in subsection (b)(3), the 

assets thereof are not commingled with the other property of the 

individual who established it or his spouse, and are held in trust 

by, or in the custody of, a bank (as defined in section 401(d)(1)), 

a credit union described in section 501(c)(14), or other person who 

demonstrates to the satisfaction of the Secretary or his delegate 

that the manner in which he will hold or have custody of such 

assets will be consistent with the requirements of this paragraph; 
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"(4) except as otherwise provided in subsection (b)(l), 

under the plan or other governing instrument, no benefits may be 

paid to the individual who established it, except in the case of 

his becoming disabled (within the meaning of section 72(m)(7)), 

before he or his spouse attains the age of 59-1/2 years; 

11(5) under the plan or other governing instrument, the 

entire interest of the individual who established it will be 

distributed to him not later than his taxable year in which he 

attains the age of 70-1/2 years, or will be distributed, commencing 

not later than such taxable year, in accordance with regulations 

prescribed by the Secretary or his delegate, over--

n (A) the life of such individual or the lives of such 

individual and his spouse, or 

tI(B) a period not extending beyond the life expectancy 

of such individual or the life expectancy of such individual 

and his spouse; and 

"(6) if contributions thereto may be used for the purchase of 

annuity or similar contracts issued by a life insurance company, 

under the plan or other governing instrument, any refunds of premiums 

and any amounts in the nature of a dividend or similar distribution 

must be held by the issuer of such contract and may be applied only 

toward the payment of future premiums or to the purchase 
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of additional similar benefits. 

"(b) Special Rules.--

"(1) Transfer of assets.--Subsections (a)(2) and (a)(4) 

shall not be applied to prevent the contribution of amounts 

to which section 72(p) would otherwise apply to a qualified 

individual retirement account for the benefit of the same 

taxpayer or the same taxpayer and his spouse, 

"(2) Limitation on contributions.--Under regulations 

prescribed by the Secretary or his delegate, rules similar 

to the rules provided in paragraphs (2) and (3 ~ of section 

40l(e) (relating to excess contributions to a qualified 

individual retirement account to the extent necessary to 

carry out the purposes of this section. 

"(3) Use of common trust funds.--Subsection (a)(3) shall 

not be applied to prevent the investment of the assets of 

a qualified indi viudal retirement account in a common trust 

fund. 

"(c) Treatment as Qualified Trust Benefitir.g owner-Employee.-

For purposes of subchapter F and subtitle F, a qualified individual 
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retirement account shall be treated as a trust described in section 

401(a) which is part of a plan providing contributions or benefits for 

employees some or all of whom are owner-employees (as defined in section 

401(c)(3)), the individual who established such qualified individual 

retirement account and his spouse shall be treated $8 owner-employees 

for whom such contributions or benefits are provided, and the person 

holding or having custody of the assets of such qualified individual 

retirement account shall be treated as the trustee of such trust." 
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"(d) Taxability of Beneficiary of Qualified Individual Re

tirement Account.--

"(1) In general.--Except as provided in paragraph (2), the 

amount actually distributed or made available to any beneficiary 

by a qualified individual retirement account shall be taxable 

to him, in the year in which so distributed or made available, 

under section 72 (relating to annuities). 

"(2) Recontributed amounts.--Paragraph (1) shall not apply 

to any amount distributed or made available by a qualified in

dividual retirement account to the individual who established 

such account to the extent that, within 60 days after the day on 

which mch amount is distributed or made available, such amount 

is contributed to a qualified individual retirement account 

for the benefit of such individual or such individual and his 

spouse. 

"(3) Applicability of section 72(m).--Under regulations 

prescribed by the Secretary or his delegate, an individual 

establishing a qualified individual retirement account shall be 

treated as an owner-employee for purposes of applying para

graphs (1), (2), (3), and (4) of section 72 (m) (relating to 

special rules applicable to employee annuities and distributions 

under employee plans). 

liCe) Capital Gains Treatment and Limitation of Tax Not to Apply 

to Distributions.--Section 72(n), section 402(a)(2), and section 403 

(a)(2) shall not apply to any amount distributed or made available 
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by a qualified individual retirement account." 

(c) Treatment of Distributions from Qualified Individual Re

tirement Accounts.--

(l~ 1n general.--Section 72 (relating to annuities) is 

amended by' r""designating subsection (p) as subsection (q) and 

by inserting after subsection (0) the following new subsection: 

"(p) Premature Distributions from Qualified Individual Retire-

ment Accounts.--

"(1) Application of subsection.--This subsp.ction shall 

apply to--

"(A) distributions from a qualified individual- re

tirement account, and 

"(B) amounts which are received from a qualified 

trust described in section 40l(a) or under a plan described 

in section 403(a), but only to the extent attributable 

under regulations prescribed by the Secretary or his delegate 

to amounts with respect to which a deduction was 

under section 218 (relating to retirement savings) 

which are includible in gross income and which are received by 

the individual who established such qualified individual retire

ment account or who was allafe:l such deduction (or the spouse 

of such indiV'idual) before he or his spouse attains the age 

of 59-1/2 years, for any reason other than his becoming dis

abled (within the meaning of subsection (m)(7)), but only to 

the extent that such amount is not contributed within Go days 

after the day on which such amount is distributed or made 
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available to a qualified individual retirement account for the 

benefit of such individual or such individual and his spouse. 

"(2) Amount of penalty.--If an individual is required to 

include in gross income for the taxable year an amount to which 

this subsection applies, there shall be imposed an additional 

tax for such taxable year equal to 30 percent of such amount. 

Any tax imposed under this paragraph shall not be reduced by 

any credit under part IV of subchapter A (other than sections 31 

and 39 thereof), and shall not be treated as tax imposed by this 

chapter for purposes of section 56." 

(2) Investment in the contract.--

(A) Subparagraph (A) of section 72(c)(1) (relating 

to definition of investment in the contract) is amended by 

inserting after "contract" the following: "for which no 

deduction was allowed under section 218 (relating to retire

ment sav:ing s ) " • 

(B) Section 72(d)(2) (relating to employees' annuities) 

is amended by striking out "and" at the end of subparagraph 

(A), by striking out the period at the end of subparagraph 

(B) and inserting in lieu thereof "; and", and by inserting 

after subparagraph (B) the following new subparagraph: 

"(C) any contribution made with respect to the contract 

shall not be treated as consideration for the contract con

tributed by the employee to the extent that a deduction was 

allowed under section 218 (relating to retirement savings) 

for such contribution." 
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(3) Amounts received before annuity starting date.--Section 

72(m)(1) (relating to special rule applicable to amounts received 

before annuity starting date) is amended to read as follows: 

"(1) Certain amounts received before annuity starting date.-

Any amounts received under an annuity, endowment, or life in

surance contract before the annuity starting date which are not 

received as an annuity (within the meaning of subsection (e)(2)) 

shall be included in the recipient's gross income for the tax

able year in which received to the extent that such amounts, 

plus all amounts theretofore received under the contract and 

includible in gross income under this paragrap4 do not exceed 

the aggregate premiums or other consideration paid for the 

contract--

"(A) while the employee was an owner-employee which 

were allowed as deductions under section 404 for the 

taxable year and all prior taxable years, or 

"(B) which were allowed as deductions under section 

218 for the taxable year and all prior taxable years, 

except to the extent that, within 60 days after day on 

which such amounts are received, such amounts are con

tributed to a qualified individual retirement account 

for the benefit of the recipient or the recipient and his 

spouse. 

Any such amounts so received which are not includible in gross 

income under this paragraph shall be subject to the provisions 

of subsection (e)." 
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(d) Excise Tax on Excessive Accumu1ations.--Subt1tle D 18 

amended by adding at the end thereof the following new chapter: 

"Chapter 43.--llIDIVIDUAL RETIREMENT ACCOUNTS 

"Sec. 4960. Excise tax on individual retirement 
accounts. 

"SEC. 4960. EXCISE TAX ON INDIVIDUAL RETIREMENT ACCOUNTS. 

"( a) Tax In:rposed. --There is hereby imposed for each taxable year 

on the assets of a qualified individual retirement account (as de-

fined in section 408(a)) a tax equal to 10 percent of the exces-

sive accumulation for such year. The tax imposed by this section 

shall not apply for any taxable year prior to the taxable year in which 

any individual who contributed to the plan attains the age of 70-1/2 

years. 

"(b) Excessive Accumulation. --For purposes of this section 

the excessive accumulation for any taxable year is the excess 

(if any) of--

"(1) an amount equal to the value of the assets held by 

the plan at the beginning of the taxable year, over 

"(2) the present value of a joint and survivor annuity pay-

able to the indi vidual and his spouse, providing for an annual 

payment payable at the beginning of each year in an amount 

equal to the total amount actually distributed under the plan 

to the individual and his spouse during such year. 
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The present value described in paragraph (2) shall be determined 

in accordance with regulations prescribed by the Secretary or his 

delegate." 

(e) Conforming Amendments.--

(1) Adjusted gross income.--Section 62 (relating to defini

tion of adjusted gross incom~ is amended by inserting after 

paragraph (9) the following new paragraph: 

"(10) Individual retirement savings.--The deduction allowed 

by section 218." 

(2) Pension plan reserves.--Section 805(d)(1) (relating to 

definition of pension plan reserves) is amended by striking out 

"or" at the end of subparagraph (C), by striking the period 

at the end of subparagraph (D) and inserting in lieu thereof 

IT; or", and by adding at the end thereof the following new sub

paragraph: 

"(E) purchased under contracts entered into with trusts, 

custodial accounts or other similar arrangements which (as 

of the time the contracts were entered into) were deemed 

to be qualified individual retirement accounts (ad de-

fined in section 408(a))." 

(3) Averagable income.--Paragraph (2)(A) of section 1302 

(a) (relating to definition of averagable income) is amended 

by striking out "section 72(m)(5)" and inserting in lieu thereof 

"section 72(m)(5) or 72(p)". 

(4) Earned income.--Section 1348(b)(1) (relating to defini

tion of earned income) is amended by striking out "72(n)" 
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and inserting in lieu thereof "72(n), 72(p)". 

(f) Clerical Amendments.--

(1) The table of sections for part VII of subchapter B 

of chapter 1 is amended by striking out the item relating to 

section 218 and inserting in lieu thereof the following: 

"Sec. 218. 
"Sec. 219. 

Retirement savings. 
Cross references." 

(2) The table of sections for part I of subchapter D of 

chapter 1 is amended by adding at the end thereof the follow-

ing new item: 

"Sec. 408. Individual retiremt::nt (;counts." 

(3) The taole of chapters for subtitle D is amended by 

a6Cing at the end thereof the following new item: 

"Chapter 43. Individual retirement accounts." 

(g) Effective Date.--The amendments made by this section shall 

apply to taxable years ending after the date of enactment of this 

Act. 
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SEC. 4. CONTRIBUTIONS ON BEHALF OF SELF-EMPLOYED INDIVIDUALS AND 
SHAREHOLDER-EMPLOYEES OF ELECTING SMALL BUSINESS CORPO
RATIONS. 

(a) Contributions on Behalf of Self-Employed Individuals.--

(1) Special limitations for self-employed individuals.--

Section 404(e) (relating to special limitations for self-employed 

individuals) is amended--

(A) by striking out palagraphs (1) and (2)(A) and 

inserting in lieu thereof the following: 

"(1) In general.--In the case of a plan included in sub-

section (a)(l), (2), or (3), which provides contributions or 

benefits for employees some or all of whom are employees within 

the meaning of section 401(c)(1), the amounts deductible under 

subsection (a) in any taxable year with respect to contributions 

on behalf of any employee within the meaning of section 40l(c) 

(1) shall, subject to the provisions of paragraph (2), not 

exceed the product of--

n(A) so much of the earned income derived by such em-

ployee from the trade or business with respect to which 

the plan is established as does not exceed $50,000, and 

"(B) a rate not in excess of 15 percent. 

If in the taxable year contributions are paid or accrued under the 

plan on behalf of an employee within the meaning of section 40l(c)(l), 

the rate specified in subparagraph (B) shall not exceed the lowest 

rate at which contributions (including amounts which are treated as 

contributions pursuant to section 40l(d)(6)) are paid or accrued on 

behalf of any employee who is not an employee within the meaning of 

section 40l(c)(1). 
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"(2) Contributions made under more than one plan.--

"(A) Overall limitation.--In any taxable year in 

which amounts are deductible with respect to contribu

tions u~der two or more plans on behalf of an individual 

who is an employee within the meaning of section 401(c)(1) 

with respect to such plans, the aggregate amount deductible 

for such taxable year under all such plans with respect to 

contributions on behalf of such employee shall not exceed 

the product of--

"(i) so much of the earned income derived by 

such employee from the trades or businesses with 

respect to which the plans are established as does 

not exceed $50,000, and 

"(ii) a rate not in excess of 15 percent. 

If in the taxable year contributions are paid or accrued under 

any of such plans on behalf of an employee within the meaning 

of section 401(c)(1), the rate specified in clause (ii) shall 

not exceed the lowest rate at which contributions (including 

amounts which are treated as contributions pursuant to section 

40l(d)(6» are paid or accrued under any of such plans on be

half of any employee who is not an employee within the meaning 

of section 401(c)(1)."; and 

(B) by renumbering paragraph (3) as paragraph (4) and by 

inserting after paragraph (2) the following new paragraph: 
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"(3) Treatment of forfeitures.--The amount determined under 

paragraphs (1) and (2) with respect to any employee within the 

meaning of section 401(c)(1) for any taxable year shall be re

duced by the amount of any forfeitures credited to his account 

during such taxable year. For purposes of this paragraph, forfeiturffi 

used to reduce the employer's contributions on behalf of all employees 

under the plan shall not be considered to be credited to the account 

of any employee. II 

(2) Excess contributions on behalf of owner-employees.--

(A) Paragraphs (l)(B)(iv) and (3) of section 401(e) 

(relating to excess contributions on behalf of owner-employeef) 

are amended by striking out "$2,500" and inserting in lieu 

thereof 11$7,500." 

(B) Paragraph (l)(B)(iii) of section 401(e) is amended 

to read as follows: 

"( iii) the amount of any contribution made by 

any owner-employee (as an employee) which exceeds 

10 percent of so much of the earned income for such 

taxable year derived by such owner-employee from the 

trade or business with respect to which the plan is 

established as does not exceed $50,000; and". 

(3) Penalties applicable to certain amounts received by 

owner-employees.--Section 72(m)(5)(B)(i) (relating to penalties 

applicable to certain amounts received by owner-employees) is 

amended by striking out "$2,500" and inserting in lieu thereof 

"$7,500". 
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(b) Contributions on Behalf of Shareholder-Employees of Electing 

Small Business Corporations.--Section 1379(b)(1) (relating to the 

taxability of shareholder-employee beneficiaries) is amended--

(1) by striking out "the lesser of--" and inserting in 

lieu thereof "the product of--", and 

(2) by striking out subparagraphs (A) and (B) and inserting 

in lieu thereof--

"(A) compensation otherwise received or accrued by 

him from such corporation during its taxable year as does 

not exceed $50,000, and 

"(B) a rate :lOt in excess of 15 percent. 

If in the taxable year contributions are paid or accrue~ under 

the plan on behalf of a shareholder-employee, the rate specified 

in subparagraph (B) shall not exceed the lowest rate at which 

contributions are paid or accrued on behalf of any employee who 

is not a shareholder-employee." 

(c) Effective Date.--The amendments made by this section shall apply 

with respect to taxable years beginning after December 31, 1972, or, if 

a taxpayer chooses, to taxable years ending after December 31) 1971. 
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me of Company 
% Increase 

Sought 

W, Inc. 
The Ucini te Co. 
Cleveland t Ohio 

ion Carbide 
New York, N. Y. 

tional Homes Corp ~ 
Lafayette, Ind. 

orgia-Pacific Corp. 
Eugene Division 
Southern Division 
Portland, Ore. 

W, Inc. 
The Ucini te Co. 
Cleveland, Ohio 

Columbia Fastener Co. 
TRW Credit Data 
Carr Fastener Co. 
Ihe Dot Fastener Co. 
Waterbury t Conn. 

Ross Gear Division 
Lebanon, Tenn. 

[,. Industries 
)oehler-J arvi s 
)ivision 
New York, N.Y. 

rHn Rockwell Division 
Jamestown, N. Y • 

ess than 0.01% 

2.4 

4 •. 2 

1.0 

3.6 
20.0 
2.5 
0.9 

3.5 

2.2 

4.6 

Product Line 

Appliance Hardware 

Gases 

Pre-Fabricated single 
family apartment 
packages 

Lumber & Wood Products 
unit n 11 n n 

Appliance Hardware 

Snap Fasteners 
Credit Reporting Servs. 
'Fasteners 
Clothing Fasteners 

Steer~ng Gears & Parts 

Non-Ferrous Die Casting 

Gear Box & Jet Engine 
Bearings 

% Revenue 
Increase 
for Firm 

0.01 

0.08 

2.1 

0.4 
+ 

0.01 

+ 
0.1 
0.05 
0.01 

0.06 

0.1 

+ 



Name of Company 

, L. Industries 
Doehler-Jarvis Division 

New York, N. Y. 

" 

nternationa1 Harvester Co. 
Chicago, Ill. 

" 

" 

" 

" 

" 

" 

" 

" 

" 

" 

:prlngs Mills, Inc. 
Fort Mill, S. C. 

" 
:eorgla-Pacific Corp. 

Crossett Division 
Portland, Oregon 

lational Homes Corp. 
Lafayette, Ind. 

ampbell Soup Co. 
Camden, N. J. 

Less than 0.01%. 

% Increase 
Sought 

1.5 

3.6 

3 .. 8 

4.9 

5.2 

4.2 

2.0 

3.4 

7.1 

3.7 

3.6 

4.8 

3.9 

20.6 

3.6 

2.7 

0.4 

1.2 

(MORE) 

PNR 1119 

Product Line 

Non-Ferrous Die Castings 
(Zinc) 

" 

Customer Service-Corpus 
Christi, Texas 

Customer Service
Atlanta, Ga. 

Customer Service
Decatur, Ga. 

Customer Service
Camden, N. J. 

Customer Service
Ottumwa, Iowa 

Customer Service
Des Moines, Iowa 

Customer Service
Lincoln, Neb. 

Customer Service
Wilmington, Del. 

Customer Service
Richmond, Va. 

Customer Service
Providence, R. I. 

Customer Service
Green Bay, Wisc. 

Custom Made Castings 

Fabrics-Springmaid 

Transportation Charges 
for Delivery of Pre
Fab Products 

Canned Condensed Soups 

PAGE 2 

% Revenue 
Increase 
for Firm 

0.07 

0.06 

+ 

+ 

+ 

+ 

+ 

+ 

+ 

+ 

+ 

+ 

+ 

+ 

0.1 

0.01 

0.2 

0.4 



Name of Company 

~ternational Harvester Co. 
Chicago, Ill. 

\I 

Pasco, Wash. 

Gary Service Center 

Service Center 
Decatur, Ill. 

Phoenix Service Center 

Service Cen ter 
Cleveland, Ohio 

Service Center 
Philadelphia, Pa. 

Service Center 
AllentOtom, Pa~ 

Service Center 
Indianapolis s rnd. 

Service Center 
South Bend, Ind. 

Service Center 
Houston, Texas 

Oklahoma City, Okla. 

Tulsa, Okla. 

Albuquerque, N. M. 

Pittsburgh, Pa. 

Youngs town j Ohio 

Springfield, Ohio 

Louisville~ Ky. 

Cedar Rapids, Iowa 
Davenport, Iowa 

Fort Dodge, Iowa 

Mattoon, Ill. 

Clarksdale, Miss. 

Sacramento, Calif. 

St. Paul, Minn. 
Fresno, Calif. 
Kabonia 

Bangor, Maine 
Dubuque, Iowa 
<haha, Neb. 

'Less than 0.01 %. 

% Increa.se 
Sought 

1.8 

4.01 

2.5 

3.6 

7.0 

10. 1 

7.1 

3.5 

4.3 

2.8 

12.6 

3.0 

4.3 

4.27 

3.01 

12.4 

6.15 
4.8 

4.05 

3.5 
1.8 

2.1 

2.8 

1.3 

2.8 

2.9 
10.8 
5.2 
3.6 
3.8 
1.8 

Product Line 

Customer Service 

Heavy Machinery 

Customer Service 

Customer Service 

" 

" 
" 

" 

" 

1\ 

" 

" 

1\ 

" 
" 
" 
" 
" 
1\ 

1\ 

" 
" 
" 
" 
" 
" 
" 
" 
" 
" 
" 

(MORE) 
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% Revenue 
Increase 
for Firm 

+ 

3.0 

+ 

+ 

+ 

+ 

+ 

+ 

+ 

+ 

+ 

+ 

+ 

+ 

+ 

+ 

+ 

+ 

+ 

+ 

+ 

+ 

+ 

+ 
+ 

+ 
+ 
+ 

+ 
+ 
+ 



Name of Company 

arsco Corp. 
Plant City Steel Co. 

Camp Hill, Pa. 

he Reader's Digest Assoc. 
Pleasantville, N. Y. 

F. Goodrich Co. 
Akron, Ohio 

ettibone Corp 
Mercury Manufacturing Co. 

Chicago, Ill. 

Chicago Plant 

~ite Motor Corp. 
White Farm Equipment Co. 

Cleveland, Ohio 

arle M. Jorgensen Co. 
Lynwood, Ca li f • 

" 

" 

" 

" 

" 

II 

" 

3M Corp. 

less than 0.01%. 

% Increase 
Sought 

5.0 

0.9 

2.4 

5.4 

6.7 

6.0 

7.1 

6.1 

6.4 

7.2 

10.7 

2.8 

7.6 

9.6 

1.5 

PNR #19 PAGE 4 

Product Line 

Standard Propane Tanks 

Advertising Rates 

Tires, Tubes 

Lift Trucks & Parts 

Truck Products 

Farm Equipment 

Emsco Alloy Steel Swivel 
Bail Forgings 

Alloy Steel Kelly Bar 
Forgings 

Carbon Steel Pressed 
Round Forgings 

Grant Alloy Steel Reamer 
Body Forgings 

Ladish Alloy Steel Die 
Block Forgings 

Nickles Carbon Steel 
Forgings 

Dresser Alloy Steel 
Reamer Body Forgings 

Smith Alloy Steel Pressed 
Round Forgings 

All Domestic Products 
and Services 

(MORE) 

% Revenue 
Increase 
for Firm 

0.04 

0.4 

0.08 

0.6 

0.7 

0.8 

+ 

0.02 

+ 

+ 

+ 

+ 

+ 

+ 

1.5 
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rcentage price increase for the following companies is not readily apparent in form 
bmitted, requiring further analysis. 

Name of Company 

co Standard Corp. 
Barnes & Tucker Co., Valley Forge, Va. 

O. Smith Corp. 
Armor Elevator Co., Inc., Mi lwaukee, Wise. 

dngs Mills, Inc., Fort Mill, S. C. 

lternational Harvester Co. 
Fort Worth, Texas 

'. Applications Submitted 12/13 

'. Firms 12113 

)t&1 Applications to Date 

)tal Firms to Date* 

)tal Applications Approved to Date 

>tal Applications Denied to Date 

Product Line 

Bituminous Coal 

Transportation Equipment 

~ppare1 Fabrics 

Customer Service 

79 

15 

1175 

751 

141 

5 

Includes some duplications to be adjusted in the near future 

000 
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[LY DECISION REPORT - DECEMBER 14, 1971 

APPROVAL OF PRICE INCREASES 

Name of Company 

Iders Corp. 

% Increase 
Sought 

% Increase 
Approved 

2.11 2.11 
(average) 

Product Line 

Air Conditioning 
Products & 
Household 
Appliances 

~ir conditioning products, 1. 6%; 
laundry appliances, 3.2%; kitchen appliances, 3%;
coomercial laundry, 4%; automotive products, 1.25%; 
electric motors, 2.39%; service parts, 3.5%. 

)rrects figure on Decision List 1113, 12/10/71. 

cerpillar Tractor Co. 4.09 4.09 Heavy Construc
tion & Replace
ment Parts 

~yhound Corp. 
~rmour Food Co. 0.49 0.49* Meat & Meat 

(average) Products Poul-

) increase to exceed 2%. 

lper Industries 5.23 4.66* 

!duced to cover items under Section 300.203, 
prior contracts. 

1 Corp. 1.5 1.5 

try, Dairy 

Heavy Machinery, 
Hardware & In
dustrial Tools 

A11 Domestic 
Products & 
Services 

Office of Public Affairs 
Room 7316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202-254-8540 

DECISION LIST #15 

% Revenue Increase 
for Firm 

2.11* 

2.2 

0.31 

4.66 

1.5 

ia Beef Processors, Inc. 0.25 0.25 Cattle Processors 0.022 

0.03 ~node Corp. 7.0 

:81 Approval s 141 

:als Denials 5 

7.0 

000 

Stamped Steel 
Products 
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---------------------------------------------------------------------

PB-22 
FOR IrfHEDIATE RELEASE December 14, 1971 

The Pay Board today considered the. North American Rochlell-

International Union, UAW contract of December 5, submitted to the 

Board for consideration in accordance with prenotification procedures. 

The Board decided, by a 9-5 vote, to defer action on the ngree-

ment pending their consideration of other contracts recently negotiated 

in the aerospace industry. ~< These Hill be consid ered on Tuesday, 

December 21, at 9:30 a.m. 

Parties at interest to these other agreements will be invited 

to make written or oral presentations to the Board at that time. 

The Board interposed no objection to North American Rocb;vell 

and other companies involved providing an additional holiday pro-

vided for in ne~.;r contracts enabling a shut-dm·m during the Christmas 

holiday period. 

II If II If II 

*NcDonnell-Douglas, Lockheed, Boeing, United Acft. 



The Deportment of the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

FOR IMMEDIATE RELEASE December 15, 1971 

Supporting the President's program to appoint more 
women to higher government pd'sitions, Eugene T. Rossides, 
Assistant Secretary of the Department of the Treasury, 
today administered the oath of office to five women 
appointed as Special Agents of the United States Secret 
Service. This marked the first appointment of a woman to 
the position of Special Agent in the l06-year history of 
the Secret Service. 

Assistant Secretary Rossides said the women will be 
assigned to perform the same duties required of male Special 
Agents. 

Special Agents of the Secret Service are charged with 
protection of: 

C-2lB 

the President and his immediate family; 

the Vice President; 

the President-elect; 

the Vice President-elect; 

a former President and his wife du~ing 
his lifetime; 

the widow of a former President until her 
death or remarriage; 

minor children of a former President until 
they reach 16 years of ~ge; 
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major Presidential and Vice Presidential 
candidates; 

visiting heads of foreign states or foreign 
governments; 

and, at the direction of the President, 
official representatives of the United States 
performing special missions abroad. 

Special Agents are also charged with the suppression of 
counterfeiting of currency, and the forging and cashing of 
Government checks and bonds. 

The women are: Laurie B. Anderson, 24; Sue A. Baker, 25; 
Kathryn I. Clark, 24; Holly A. Hufschmidt, 28; and Phyllis F. 
Shantz, 25. 

Trey are former officers of the Executive Protective 
Service (EPS), a uniformed security force supervised by the 
Secret Service. They have assisted with the mission of the 
EPS, which is protective security at the White House, and 
foreign diplomatic missions in the Washington, D.C. area. 

The women will be temporarily assigned to the Washington 
area before they enter the Treasury Law Enforcement Officers 
Training School in January. Subsequently, they will attend 
a Secret Service Training School for Special Agents. 

Their training will include courses in protective 
techniques, criminal law, criminal investigative procedures, 
use of scientific investigative devices, document and hand
writing examination and analysis, first aid, the use of 
firearms, and arrest techniques. They will also study sub
jects such as rules of evidence, surveillance techniques, 
undercover operations and courtroom demeanor. Classroom 
training will be supplemented by on-the-job training. 

Some of the women were appointed to the EPS with prior 
police experience and have received in-service training. 
Those with no prior experience have participated in the EPS 
Recruit Training Course. 
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Entrance requirements for women are basically the 
same as those for men. Special Agents are selected for 
appointment from Civil Service registers consisting of 
candidates who have passed the Treasury Enforcement Agent 
Examination. 

Starting salaries will range from $7,000 to $9,000. 

NOTE TO NEWSMEN: For additional information, 
contact John W. Warner, Jr., Assistant to the 
Director, Office of Public Affairs, United 
States Secret Service, Washington, D.C., AC 202 964-8221. 

# # # # 



NAME: 

PERSONAL DATA: 

EOOC.ATION : 

CAREER St ",flARY: 

~[;~mERSHIP AND 
RECOG.~ITION: 

Laurie B. Anderson 

Ronl July 18, 1947, Jersey City, 
New Jersey, Single. 

B.A., Beloit College, Beloit, 
Wisconsin, 1969, Sociology. 

Worked with COJT1T11UJ1ity Action Program
Headstart, Plainfield, New.Jersey, 
Surraner 1967. Student Socialworker, 
Elgin, Illinois, January 1967 to April 
1967. Appointed to District of Columbia 
Metropolitan Police Department, September 
1969. Appointed Officer, Executive 
Protective Service, September 20, 1970. 

1\Iho's Who in ArnericM Col1etJes and 
Universities, Pi Beta Phi AEO ANard. 



NAME: 

PERSONAL DATA: 

EDUCATION: 

CAREER SlJf'.-MARY: 

Sue A. Baker 

Born June 27, 1946, Oak Ridge, Tennessee. 
Single. 

B.F.A., Ohio University, Athens, Ohio, 
1968, Interpersonal and Organizational 
Comnunications. 

Appointed to the District of Coltunbia 
Hetropolitan Police, Department, Septemher 
22, 1969. Appointed Officer, Executive 
Protective Service, December 28, 1970. 



NAME: 

PERSONAL DATA: 

EDUCATION :. 

CAREER SUMMARY: 

MEMBERSHIP AND 
RECOGNIT ION: 

Kathryn I. Clark 

Born Gctober 11, 1947 
Salt Lake City, Utah 
Single 

B.S., University of Colorado 
Boulder, Colorado, 1969, Education. 

Served a~ a Military Case Worker 
in the office of a Colorado Congressman 
from September 1969 to August 1970. 
Appointed Officer, Executive Protective 
Service on October 5, 1970. 

Who's Who in American Colleges and 
Universities 



NAME: 

PERSONAL DATA: 

EIlJCATION : 

CAREER SlThtv'ARY: 

Holly A. Hufschmidt 

Born May 13, 1943, Milwaukee, Wisc::onsin, 
Single. 

B.S., University of Wisconsin, Milwaukee, 
Wisconsin, 1966, Social Welfare. 

Employed as a Research Assistant, North
,,,,estern University from Novemher 1966 to 
.January 1968. Elllp10yed as Program Director, 
American Red Cross"Vietnam, from January 
1968 to ~~arch 1969. Appointed to Dj strict 
of Columbia Hetropolitan Police Department, 
March 1970. Appointed Offi cer, Executive 
Protective Service, September 20, 1970. 



NAME: 

PERSONAL DATA: 

EDlJCATIC>.'J : 

CAREER Sl1M'fARY: 

Phyllis F. Shantz 

BOrn Septemher 9, 1946, Rome, N~~ York, 
Single. 

B.A., University of ~1arylcmd, Co]]ere 
Park, Harylcmd, 1969, Sociolo?,Y/Psychology. 

Apnointed to District of Co1tnnhia Metro
politan Police Department in Septemher 
1969. Appointed Officer, f~ecutive Protective 
Service, September 6, 1970. 
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FOR IMMEDIATE RELEASE December 15, 1971 

Pay Board Chairman George H. Boldt said today, "The Board's 

staff is reviewing its existing and proposed regulations to assure 

that they will be consonant with provisions contained in the Stabili-

zation Act Amendments passed by the Congress and submitted to the 

Pres iden t. " 

He said that if the bill is signed into law, the Pay Board 

will revise its regulations as required, and publish the revisions 

as soon as possible. 

It 1111 II II II !lit II 



EXECUTIVE OFFICE OF THE PRESIDENT 

COST OF nels 
LIVING COUNCIL 

Office of Pub lic Affairs 
Room 812 

FOR RELEASE AT 6:30 P.M., E.S.T. 
Wednesday, December 15, 1971 

Washington, D.C. 20416 
Phone: 202·254·3010 

Donald Rumsfeld, Director of the Cost of Living Council, today 
announced the appointment of Albert E. Abrahams as Assistant Director 
for Congressional and Public Affairs. 

Abrahams has had 10 years experience in nevlspaper and related 
fields. He was a reporter for the Syracuse Post-Standard, Newark 
(N. J.) Star-Ledger and served in the Washington Bureau of Newhouse 
Newspapers for five years. 

He adds another 10 years of experience in the U. S. Senate, most 
recently as Administrative Assistant to Senator Charles McC. Mathias 
(R. Md.). 

Abrahams comes to the Cost of Living Council on detail from the 
Office of Economic Opportunity w·here he has served for 20 months as 
Assistant Director for Special Programs and most recently, as Assistant 
Director for Congressional and Public Affairs. 

President Nixon nominated Abrahams as Assistant Director, OEO, 
on February 19, 1970. He Vias confirmed by the Senate on March 16, 
1970. 

A 48-year-old graduate of Syracuse University, he lives with 
his Hife, the former Martha Hildebrandt, and two of their four children 
at Glen Echo Heights, Maryland 0 

000 

CLc-44 
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2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202·254-8540 

DECEMBER 15, 1971 

The Price Commission met Monday and Tuesday this week. All members 

were present. 

1. The Commission approved policies for health care services as recommended 

by the 2l-member Committee on the Health Services Industry. 

The goal of the Price Commission is to cut by at least one half the 

current 12.9% rate of inflation for health services. 

These services are divided into "Institutional and Non-Institutional 

Providers" for the purpose of the regul ati ons. 

Under the guidelines, physicians and other IInon-institutional providers" 

of health care are subject to an average 2-1/2% limitation on price increases, 

which must be justified by increases in costs. 

For institutional providers, such as hospitals and nursing homes, price 

increases will be permitted only when justified by allowable costs, adjusted 

by productivity gains and limited where appropriate by base period profit 

margins. Excessive cost increases above the guidelines will not ordinarily 

be considered as allowable costs. These institutional providers may increase 

prices up to 2-1/2% without prior approval, Allowable price increases over 

2-1/2% and up to 6% must be reported to the Internal Revenue Service and the 

Medicare intermediary with cost justification. 

Release #33 
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Any increase in excess of 6% must be treated as an exception and 

filed with the Internal Revenue Service. The Price Commission is asking 

the Governors of each State to designate a State Advisory Board to evaluate 

such exception applications before they are submitted to the IRS. 

Details of the Price Commission recommendations are attached. (See 

Appendix 1) 

2. The Commission considered the problem of companies that had a loss or 

an unusually low profit margin in the base period. Procedures for adjusting 

the base-period profit margins of these companies are being worked out. As 

an interim measure designed to provide temporary relief to small business 

firms, the Commission decided that a company which had sales of less than 

$1,000,000 in the most recent fiscal year, and which had a loss or a profit 

margin of less than 3% in the base period can use a base period profit margin 

of 3% in calculating price increases. This represents the first step in 

developing a comprehensive approach to the problems experienced by firms 

which had losses or low profit margins in the base period. The Price 

Commission recognizes that substantial differences exist in various sectors 

of the economy and different approaches will be developed to treat these 

differing problems. 

3. The Commission considered recommendations from the Rent Advisory Board 

on certain parts of the rent program. Those approved include coverage of 

housing for the elderly, hotels and mote1s used for residential purposes, 
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mobile home parks, and residential parking lots, and a major part of the 

redefinition of base price for rentals. 

Other subjects now being considered by the Rent Advisory Board include 

allowable cost pass throughs and other formu1as for rent increases; capital 

improvements; exceptions criteria; the remainder of the redefinition of 

base price for rentals; and notification requirements for land10rds. 

When the total basic rent program has been presented to and approved 

by the Price Commission, details will be announced. 

The above policies will go into effect when published as regulations 

in the Federal Register. 

4. The Price Commission approved a 1.5% overall average price increase for 

IBM Corp. during 1972. The Commission granted the across-the-board increase 

to allow the company flexibility in pricing with the recognition that the 

action would provide stability of pricing during the coming year. A similar 

procedure had been used in permitting 2% across-the-board increases to the 

Dow Chemica1 Co. and the General Electric Co. 

5. The Price Commission reviewed Staff recommendations for guidelines on 

insurance rates. It was decided that more data was needed on which to base 

a decision. A decision is expected next week. 



APPENDIX 

December 14, 1971 

PRICE COMMISSION 

RECOMMENDED POLICIES FOR PROVIDERS 
OF HEALTH CARE SERVICES 

I. Institutional Providers of Health Services 

A. Coverage. An institutional provider of health services 
includes an organization (or part of an organization) 
which operates licensed 24-hour, in-patient health care 
facilities. It also includes any out-patient health care 
laboratory or other health care facility operated by an 
institutional provider. It includes all such organizations 
(or parts of organizations) regardless of ownership, 
including governmentally owned or operated health care 
institutions. See attachment A for listing of institutional 
providers. 

B. An institutional provider of health care services may 
charge a price in excess of the base price only to reflect 
allowable costs in effect on November 14 and allowable cost 
increases incurred after November 14, 1971, reduced to 
reflect productivity gains, and only to the extent that 
such increased price shall not result in an increase in 
such provider's profit margin as a percentage of revenues, 
over that prevailing during the base period. For not
for-profit organizations, such increased price shall not 
result in an increase in the organization's net revenue 
(after all operating expenses and depreciation) as a per
centage of total revenue, over that prevailing during the 
base period. 

C. Allowable Costs. In the case of institutional health care 
providers, the ~following shall ordinarily not be considered 
allowable costs: 

(1) 

(2 ) 

(3) 

Aggregate wage and salary increases, includin9 fringe 
benefits, incurred on or after November 14, 1971, 
which exceed 5.5% per year. 

Non-wage current expense increases (e.g., goods and 
services purchased) which exceed 2.5% per year. 

Expenditures for new technology (e.g., new equipment 
and services directly related to health care), to the 
extent they are not charged directly to individuals 
directly benefitting from such equipment and services, 
in excess of 1.7% per year. 
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D. Further Limitations 

(1) Notwithstanding anything in the foregoing, no institu
tional provider shall increase any price over the base 
price, if the effect of such increase, together with 
other changes in prices, is to increase the provider's 
aggregate annual prices over the base price by more than 
2.5%, without first complying with the following pro
cedure: 

(a) a copy of the revised price schedule shall be 
sent to the District Director of Internal 
Revenue for tr.e district in which the provider 
is located, stating with specificity: 

( i ) the increased price or prices involved, 

( i i ) the previous price levels for the services, 

(; i i) the increased cost factors which justify 
the increased prices. 

(b) A copy of this schedule shall be sent to the 
Medicare intermediary which services the provider. 

(2) Notwithstanding anything in the foregoing, no institutional 
provider shall increase any price over the base price if 
the effect of such increase, together with other changes 
in prices, is to increase the provider's aggregate annual 
prices over the base price by more than 6%, without first 
complying with the following procedure: 

(a) 

(b) 

(c) 

an application for an exception shall be made to 
the District Director of Internal Revenue under the 
procedures established in Section 300.612 of Price 
Commission regulations and the procedures established 
by the Internal Revenue Service; 

the application shall includA the inforw.ation 
required in subsection (1) of this paragraph; 

the application must be accompanied by the recom
mendation of the state advisory board established 
pursuant to paragraph E. However, if the state 
advisory board shall fail to act within 30 days 
after a request for the recommendation has been 
received, this requirement shall not apply. 
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E. State Advisory Boards 

(1) The Governor of each state is requested to designate 
a state advisory board for the health services aspect 
of the Economic Stabilization Program. The organization 
chosen shall be one of the following: 

(a) An existing statewide hospital commission, 

(b) A comprehensive health planning office, 

(c) Medicaid Board. 

If a Governor feels that none of the above would be 
satisfactory, the Governor should consult with the 
Price Commission with respect to selection of an 
appropriate organization. 

(2) The state advisory board shall review applications 
for exceptions pursuant to paragraph 0(2) of this 
statement, pursuant to the guidelines established by 
the Price Commission, and recommend to the District 
Director of Internal Revenue the granting of an 
exception"when it is considerrd essential to the pro
vision of adequate health services and consistent with 
the objectives at the Economic Stabilization Program. 
The following types of cost increases shall be given 
consideration in connection with such applications: 

(a) Costs ensuing from changes in legislation or 
regulations requiring substantially increased 
expenditures by providers; 

(b) Costs incurred in connection with additional plant 
or equipment for which legally binding commitments 
were made prior to August 15, 1971; 

(c) Costs incurred with respect to wage increases for 
employees whose wages are below minimum wage laws 
of general application. 

II. Non-Institutional Providers 

A. See Attachment B for listing of non-institutional providers. 

B. A non-institutional provider of health care services may charge 
a price in excess of the base price only to reflect allowable 
costs in effect on November 14, 1971 and allowable cost increases 
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incurred after November 14, 1971, reduced to reflect pro
ductivity gains, and only to the extent that such increased 
price shall not result in an increase in such provider's 
profit margin as a percentage of revenues, before income 
taxes, over that prevailing in the base period, providing, 
however, that the provider's aggregate price increases shall 
not exceed 2.5 percent per year. 

III. Other Provisions - All Providers 

A. Posting. A health care provider shall maintain in each of 
its facilities a schedule showing its base prices for its 
principal services, and any change in such price. The 
schedule shall be made available for public inspection, and 
a copy shall be furnished to the Internal Revenue Service 
on request. A sign shall be posted in a prominent place 
in each facility stating the availability and location of 
the schedule. 

B. All providers' general cost and price increases will be 
monitored with the assistance of health insurors, to assure 
consistency with these guidelines. 

C. No provider of health care services shall adopt any changes 
in charging practices, reduction in the quality of service, 
or any other practice for the purpose of avoiding the 
restrictions on price increases set forth in these regulations. 



ATTACHMENT A 

INSTITUTIONAL PROVIDERS 

Hospitals (Government or Private) 

Establishments primarily engaged in providing hospital facilities, 

and clinics and dispensaries. 

Assylums, medical 

Clinics, operated by hospitals 

Dispensaries, operated by hospitals 

Hospitals for people 

Mental hospitals 

Nurses ' training schools 

Tuberculosis hospitals 

Tuberculosis sanitoria with medical care 

Nursing Homes 

Extended care facilities, skilled nursing home, intermediate 

care facilities. 



ATTACHMENT B 

NON-INSTITUTIONAL PROVIDERS 

Physicians and Surgeons 

Clinics, operated by groups 
of physicians 

Dispensaries, operated by 
groups of physicians 

Offices of physicians and surgeons (M.D.) 

Dentists and Dental Surgeons 

Osteopathic Physicians 

Chiropractors 

Medical Laboratories 

Cancer research laboratories 

Chemists, biological (not 
manufacturing) 

Dental Laboratories 

Laboratories: (not manufacturing): 
bacteriological, biological, 
medical, X-ray, (picture and 
treatment) 
Pathological laboratories 

Dentures or teeth made in dental laboratories to order for 

the dental Profession. 

Sanatoria, and Convalescent and Rest Homes 

Convalescent homes 

Curative baths or spas, oper
ated separately frcm hospitals. 

Health camps 

Health resorts 

Institutions for feeble-minded 

Rest homes 

Sanatoria, operated separately 
from hospitals 

Tuberculosis sanatoria without 
medical care 



Health and Allied Services, Not Elsewhere Classifi~ Including: 

Birth control clinics 

Blood banks 

Blood donor stations 

Chiropodists 

Christian Science practitioners 

Clinics, not operated by hospitals 

or by groups of physicians 

Dental Insurance (providing 

service through own facilities) 

Dieticians 

Dispensaries, not operated by 

hospitals or by groups of 

physicians 

Medical photography 

l1idwives 

Naturopaths 

Nurses, practical 

Nurses, trained 

Nutritionists 

Occupational Therapeutists 

Optometrists, registered 

Out-patient treatment clinics 

Oxygen tent service 

Physiotherapy 

Podiatrists 

Psychiatric clinics 

Psychotherapists (not M.D.) 

Rehabilitation center (therapy 

and treatment) 

Speech defect clinics 

Visiting Nurse Associations 

Vocational rehabilitation 

institutes 



FOR IMMEDIATE RELEASE December 16, 1971 

MEMORANDUM FOR CORRESPONDENTS: 

The attached change to the regulations regarding 

the forfeiture of vehicles to the government was 

published in the December 15th, Federal Register. 
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FED~RAL REGISTER, VOL. 36, NO. 241-WEDNESDAY. DECEMBER 15, 1971 

1iHe 31-MONEY AND 
FINANCE: TREASURY 

Subtitle A-Office of the 
Secretary of the Treasury 

PART 15-POlICY WITH RESPECT TO 
THE REMISSION AND MITIGATION 
OF FORFEITURES INCURRED BY 
VEHICLES UNDER VARIOUS STAT
UTeS RELATING TO INTERNAL 
REVENUE, CUSTOMS, NARCOTICS, 
AND THE SECRET SERVICE 

Deletion of Inquirt Requirements 
Notice is hereby given that the Treas-

ury Demartment hM detennined to revise 
Its policy relating to mitigation and re
mission decisions on vehicle forfeittu-es 
incurred under various statutes admin
istered by the TreMury Department 
through the Internal Revenue Sc-J"Vice, 
the Bureau of CUstoms, and the Secret 
Service. The Secreta.ry of the Treasury 
by statute n9 U.S.C. 1618,26 U.S.C. 7327, 
and 49 U.S.C. 784), and certain other 
TreMury officerS by delegation, have d1s
cret10nary authority to mitigate or remit 
forfeitures of this type. 

Guided by the standard in 18 U.S.C. 
3617(b) , which goverru! mitigation and 
remission by courts of forfeitures in con
nection with violations of the liquor laws. 

. the Trea.sury Department has denied re
li6r to the clai.mant of a security or other 
interest in a seized vehicle if at th.e time 
the interest was acquired the violator 
whose activities led to the seizure bad a. 
criminal record or repu~tion, unless it 

appears that such claimant pIior to 
financing or otherwise making the ve
hicle available to the violator, was in
fonned in answer to his inqu.iry to a. 
principal local or Federal law enforce-
ment officer, that such person had no 
such record or reputation. 

Part 15 of Title 31 of tlhe Code of Fed
eral Regulations, which contains the re
qUirement to make inquiry,1s deleted.. 

Relief will continue to be denied to one 
who made the vehicle available to the 
person involved in a violation with actual 
knowledge that such person had a crim
inal record or reputation. 

Effective date. This revision 1s effective 
upon publication in the FEDERAL REGIS

TER 02-15-71L 

Dated: December 10, 1971. 

[SEAL] EuGENE T. RoSSIDES, 
Assistant Secretary 0/ the Treasury. 

(FE Doc.71-18343 Flled 12-14-71;8: 50 am} 



December 16, 1971 

In answer to querles about the statement 

by Giscard D'Estaing this morning, Treasury 

spokesmen said: 

"It has been clearly understood that 

removal of the surcharge and Job Development 

Credit are part of the overall settlement sought. 

The precise timing and manner of this change 

will undoubtedly be considered at the G-IO 

meeting in the light of the progress made. 1T 

000 



The Department of the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

FOR IMMEDIATE RELEASE December 16, 1971 

UNITED STATES AND CYPRUS TO DISCUSS 
INCOME TAX TREATY 

The Treasury Department announced today that 
representatives of the United States and Cyprus will meet 
in Nicosia in late January to begin discussions of a proposed 
bilateral income tax treaty. 

At present there is no income tax treaty between the two 
countries. The convention formerly in effect between the 
United States and Cyprus (as a result of extension of the 
United States-United Kingdom income tax treaty to Cyprus) was 
terminated by Cyprus as of December 31, 1967. 

The proposed treaty is intended to prevent double 
taxation and to facilitate trade and investment between the 
two countries. It will be concerned with the tax treatment 
of income of individuals and companies from business, 
investment, and personal services, and with procedures for 
administering the provisions of the treaty. 

The "model" income tax treaty developed by the 
Organization for Economic Cooperation and Development will 
be taken into account along with recent United States 
treaties with other countries, such as the treaty with France, 
~hich entered into force in August 0 1968" the treaties with 
rrinidad and Tobago and Finladd, which entered into force in 
January 1971 and February 1971, respectively, and the treaty 
dth Japan which was approved by the U. S. Senate last month 
lut has not yet entered into force. 

Persons wishing to offer suggestions or otherwise comment 
)n the proposed treaty should send theitviews in writing by 
January 10, 1972 to Edwin S. Cohen, Assistant Secretary of 
the Treasury, U.S. Treasury Department, Washington, D.C. 20220. 

~-219 
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The Department of the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

FOR RELEASE UPON DELIVERY December 16, 1971 

REMARKS BY RICHARD V. ADAMS 
SPECIAL ASSISTANT TO THE SECRETARY (DEBT MANAGEMENT) 

BEFORE THE 
U. S. SAVINGS BONDS SYMPOSIUM 

PRINCETON, NEW JERSEY 
THURSDAY, DECEMBER 16, 1971, 1:15 P.M. (E.S.T.) 

Chairman Sellars, distinguished guests, ladies and 

gentlemen --

It is a very real pleasure for me to be here in Princeton 

today and to have this opportunity to discuss with you some 

thoughts about our Savings Bonds Program as we launch our 

1972 campaign. 

This is quite an assembly of New Jersey's business leader-

ship. We of the Treasury are very pleased with this outstanding 

support on the part of business and industry and we thank you. 

We offer special thanks to our genial host, Chairman Sellars. 

Some of you may have wondered just wh~ Savings Bonds 

fit into our economic picture -- in light of the Government's 

new economic policies and our desire to stimulate consumer 

spending for goods and services. 
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To get at the answer to that question, let's look 

briefly at the New Economic Policy, its objectives, and at 

our progress since August 15 in meeting these objectives. 

The President, as we all know, announced a new set of 

economic initiatives on August 15, which have as basic 

objectives (1) breaking the back of inflation and inflationary 

expectations, (2) creating jobs and promoting longer-run 

economic expansion, and (3) balancing our international 

accounts and restructuring the international monetary system. 

To accomplish these objectives, the President took steps 

both domestically and on the international side. 

Here at home, we had the price-wage freeze, which has 

to be recognized as a resounding success. It virtually stopped 

inflation during the freeze period and restored confidence in 

the economy. It also gave the Administration time to formulate 

the longer-run economic stabilization plan which is Phase II. 

I am confident that the system of wage-price restraint that 

has been developed will, in the months ahead, prove to be a 

meaningful anti-inflation program that will work without unduly 

restraining economic expansion. 

In order to further the second objective of the New 

Economic Policy, which is to create jobs and promote long-run 
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economic growth, Congress has just passed and the President 

has signed a comprehensive tax program designed to stimulate 

the economy through business and personal tax cuts. We can 

expect these important tax changes to have a major beneficial 

effect on economic activities in the months and years ahead. 

On the international side, the suspension of gold 

convertibility and the 10% surcharge on imports was intended 

to create a climate in which basic changes can be negotiated 

in international monetary and trading relationships which will 

put the U. S. in a much improved competitive position in world 

markets and make over-all balance in our international accounts 

possible. Serious negotiations in this area are ahead. But 

it is apparent that some broad areas of international agreement 

are emerging that should make progress toward a solution of 

international monetary problems possible in the near future. 

Now, against this background of positive action to improve 

our economic well-being, how is the economy doing? I think 

it is safe to say almost all of the recent economic developments 

are encouraging as we look ahead to 1972 and beyond. In fact, the 

U. S. economy is now taking on a brighter new look. Some 

specific items: 

On inflation, both wholesale and consumer 
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price indexes since August show a clear 

curbing of the inflationary momentum 

that existed this year. 

On production, the F.R.B. index is now showing 

broad based strength, rising at an annual 

rate of 6.4% in the quarter ending November 30. 

Durable goods orders are growing, particularly 

producers capital goods. The improvement here 

is supported by the latest Commerce-SEC survey 

of plant and equipment expenditures which 

suggests a rise in these outlays of 10% or 

more in 1972. 

Retail sales are strong. Excluding automobiles, 

retail sales in November were 6.3% higher than 

a year ago. This compares with year to year gains 

a few months ago of 4 - 5%. Also with inflation 

slowing, much more of these sales gains are now 

real gains, rather than simply a reflection of 

higher prices. 

We also have areas of continuing strength in 

housing, which is setting records this year and 
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in automobiles, which are at latest count 

selling at a 9 million annual rate for domestic 

cars. 

All of this roints to a year of strong economic growth 

in 1972, accompanied by reduced ratesaf inflation and un

employment as both real output and productivity accelerate 

and the Government's program of wage-price restraint operates 

effectively. 

In this environment of improving economic conditions, 

I can say, without equivocation, that the Savings Bonds Program 

will continue, under the new economic plan, to fill an important 

role. Those who buy Savings Bonds regularly, systematically, 

will benefit, as always, from~e family security derived 

from the Payroll Savings Plan. By the same token, the Govern

ment -- and the Nation at large -- will gain from an ongoing 

flow of these stable, non-inflationary savings funds. 

Thrift is still a virtue, a habit which sometimes takes 

a long time to form and certainly a habit which needs constant 

encouragement. The Payroll Savings Plan has for years performed 

a valuable service in making it easy for our citizens to put 

aSide small sums on a regular basis for emergency needs and 
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future opportunities. For the self-employed, the professional 

man and woman, the Bond-A-Month Plan has been a beneficial 

program. 

It would be unfortunate -- and unnecessary, to reduce our 

efforts in the promotion of Savings Bonds sales -- even tempor

arily. We do not wish to see the habit of thrift diminished. 

We do not desire a reduction in this sound source of funds to 

the Treasury. 

As of November 30, the cash value of E and H Bonds outstandi 

topped the $54 billion mark for the first time. With the in

clusion of Freedom Shares -- which were withdrawn from sale on 

July 1, 1970 -- holdings total $54.7 billion, an all-time peak. 

This is a huge sum of money, in the hands of tens of million 

of Americans who now own Savings Bonds. It represents 23 per

cent of the privately held portion of the public debt. 

But the importance of Savings Bonds in terms of managing the 

national debt is not fully reflected in this single fraction, 

significant though it is. The fact is that Savings Bonds today, 

even with their shorter initial maturities, constitute a very 

stable portion of the Government debt. 

Because of the 4-1/4 percent interest rate ceiling on 

Government bonds that dates from World War One, the Treasury has 
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from 1965 until this year been prevented from issuing any 

securities of more than seven years to maturity. We now have 

$10 billion of authority from Congress to issue bonds longer 

than s'even years without regard to the 4-1/4% ceiling. Never

theless, this authority will be used gradually and Savings Bonds 

will remain important in the over-all structure of the Treasury's 

debt. 

Thus, it is n~t, difficult to understand why we are concerned 

that we c.orudn~ to' ~'~ able to count on a solid base of funds 

provided to the Government in the form of Savings Bonds dollars. 

~ the basis of past experience, we can predict that the Savings 

BondsS.old today, on the average, will not be redeemed for S-1/2 

years, whic,b:>ia .c.onslderably longer than the average maturity 

of our marketable il.&aues. 

This may sound a bit strange, since one hears so often that 

~vings Bonds are cashed in practically as soon as they are 

bought. It . is. true tha·t there are those who tum them in after 

the miniuutn: wait;ingi period, and early redemptions ar e a problem. 

But, by and Kge, oU1:"buyers hold onto their Savings Bonds. 

~ery analysis we have made shows that in comparison with 

deposits at commercial banks, savings and loan associations, 

and mutual savings banks, people hold their Savings Bonds. 



- 8 -

We no longer need to apologize for the Savings Bonds interest 

level. Savings Bonds now earn 5-1/2 percent, when held to 

maturity. This is a good return, a sound return, a guaranteed 

return. 

From the beginning of the Savings Bonds Program, the industry

oriented Payroll Savings Plan has been the backbone of the 

Program. Today, more than 40,000 companies, large and small, 

operate the plan, and the Savings Bonds purchased 1>-y their 

employees account for more than two-thirds of total sales. 

The U. S. Industrial Payroll Savings Committee -- with the 

support of organized labor and the vast army of Savings Bonds 

volunteers -- has accomplished a formidable task in prOt1loting 

the sales of E Bonds. The 1972 Committee has taken ~R a 

challenge just as formidable. We are confident that it, too, 

will not only meet by exceed its goal. 

Those of you who are spearheading our 1972 Campaign are 

selling a product that is tried and true -- on-e that is good 

for the Nation and good for each of us as individuals. 



The Department of the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

ATTENTION: FINAlIJCIAL EDITOR 

FOR IMMEDIATE RELEASE December 16, 1971 

SALE OF ADDITIONAL J\HOUHTS OF APRIL AND JUNE TAX ANTICIPATION BILLS 

The Treasury Department today announced the sale of $2.5 billion 

of tax anticipation bills; $1.5 billion maturing in April 1972, al!.Q 

$1.0 billion maturing in June 1972. The bills are in addition to the 

$2.5 billion of April tax bills and $2.0 billion of JLule tax bills 

already outstanding. 

The bills "Till be auctioned on Wednesday, December 22, for pay-vlent 

on Wednesday, December 29. C01mnercial baYJ.ks may ma\e payment for thei:!.' 

own and their customers I accepted tenders by credit to Treasury taz and. 

loan accounts. 

The bills mature on April 21 and June 21, 1972, but l~lay -be used at 

face value in payment of Federal income taxes due on April 15 aYJ.d 

June 15, 1972, respectively. 



The Department of the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

~TENTION: FINANCIAL EDI'l'OR 

"OR ll1MBDIATE RELEASE December 16, 1971 

TREASURY OFFERS $2.5 BILLION OF APRIL AnD JUlili TAX ANTICIPATION BILLS 

The Treasury n"epartrnent, by this public notice, invites tenders for b'lO series 
)f Treasury bills to the aggregate amolUlt of $ 2 ,500 ,000 ,000 ,or thereabouts, as 
fo12.o'l'7S: 

ll4-day bills (to maturity date) to be issued December 29, 1971,in the amolUlt of 
h,500,OOO ,000, or thereabouts, representing an additional amolUlt of bills d.ated 
December 1, 1971, and to mature April 21, 1972, (CUSIP No. 912793 NR3) , 
Jriginally issued in the a.mount of $ 2,506,090 ,OOC, the additional and orisimu bills 
to be freely interchangeable. The bills will be accepted at face value in payment 
)f income taxes due on April 15, 1972. 

175 -day bills (to maturity date) to be issued December 29, 1971, in the amc'lmt ;:;f 
$1,ooo,OOO,OOO,or thereabouts, representing an additional amoull'~ of bills dat.::d 
Dece:::ber 13, 1971, and to mat'ure June 21, 1972, (CUSIP No. 912793 l~Sl), 
oricinally issued in the amount of $2,010,325,000, the additional and original 
bills to .be freely interchangeable. The bills viill be accepted at face value in 
pD.rrr:ent of income taxes due on JU .. 'le 15, 1972. 

The bills of both series will be issued on a discount basis 1ll1der competi ti ve 
and lwncompeti ti ve bidding as hereinafter provided and at maturity, to the extent 
they are not presented in payment of income taxes, their face 8.J.'Ilount will be payable 
1'fithout interest. They will be issued in bearer form only, and in denominations of 
$10,000, $15,000, $50,000, $100,000, $500,000 and $1,000,000 (maturity value). 

Taxpayers desiring to apply these bills in payment ('-f' income taxes may subrr.i t 
the bills to a Federal Reserve Bank or Branch or to the (" 'ice of the Treasurer cf 
~be United States, Washington, not more than" fifteen days before the appropriate 
lncome tax payment date. In the" case of bills submitted in payrr..ent of income taxes 
of a corporation they shall be accompanied by a duly completed Form 503 and the 
office receiving these i terns ,·liil effect the deposit on the date the taxes are 
due. In the case of bills submitted in payment of income taxes of all other tax
payers, the office receiving the bills vIill ir:S'J.e receipts therefor, the original 
of 1';hich the taxpayer shall l3ubmi t on or before the date the taxes are due to the 
Dlstrict Director of Internal Revenue for the District in vlhich such taxes are 
payable. 

Tenders will be received at Federal Reserve Banks and Branches up to the 
closill€hour, one-thirty p.m., Eastern Standard time, VJednesday, Decerr!ber 22, 1971. 
Tenders Will not be received at the TreasUl1y Department, Hashineton. Each tender 
~st be for a minimum of $10,000. Tenders over $10,000 must be in multiples of 

,OOOllt0;"la: the case of competi ti ve tenders the price offered must be expressed on 
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the basis of 100, with not TIl0re than three decimals, e. g., 99.925. Fractions 
may not be used. It is urged that tenders be made on the printed forms and for
warded in the special envelopes vhJch will be supplied by Federal Reserve Banks 
or Branches on application therefor. 

Banking institutions generally may submit tenders for account of customers 
provided the names of the customers are set forth in such tenders. Others than 
banking institutions \'Jill not be permitted to subrnit tenders except for their mID 

account. Tenders will l)e recei vec1 without deposit from incorporated banks and 
trust companies and from responsible and recognized dealers in investment securities. 
Tenders from others must be accompanied by pa:Y11lent of 2 percent of the face amount 
of Treasury bills applied for, unless the tenders are accompanied by an express 
guaranty of payment by an incorporated bank or trust company. 

All bidders are required to agree not to purchase or to sell, or to make any 
agreements Hith respect to the purchase or sale or other disposition of any bills 
of the issue for which they are bidding at a specific rate or price, until after 
one-thirty p.m., Eastern Standacd time, Hednesday, December 22, 1971. 

Immediately after the closing hour, tenders viill be opened at the Federal 
Reserve Banks and Branches, following vThich public announcement will be made by 
the Treasury Department of the amount and price range of accepted bids. Only 
those submitting competi ti ve tenders 'Nill be advised of the acceptance or rejection 
thereof. The Secretary of the Treasury expressly reserves the right to accept or 
reject any or all tenders, in vlhole or in part, and his action in any such respect 
shall be final. Subject to these reservation.3, noncornpeti ti ve tenders for $ 200 ,000 ~ 
or less for the 114 -day bills and $ 200 ,oooor less for the 175 -day bills, wi th-
out stated price from any one bidder ''lill be accepted in full at the average price 
(in three decimals) of accepted COmlJetitive bids for the ref3pective issues. 
Settlement for accepted tenders in accordcmce with the bids must be made or com-
pleted at the Federal Reserve 13:'..I1k in cash or other irn:nediately available funds on 
December 29, 1971. Any qualified depositary will be permitted to make settler.1ent 
by credit in its Treasury tax and loan account for Treasury bills allotted to it 
for itself and its customers. 

Under Sections 454 (b) and 1[;21 (S) of the Internal Revenue Code of 1954 the 
amount of discount at which bills :issued hereunder are sold is considered to accrue 
when the bills are sold, redeemed or otl1en"ise d:isp):_:ed of, a...'1d the bills are 
excluded from consideration as capital assets. Acco:cdinGly, the owner of Tree.sury 
bills (other than life insurance companies) issued hereunder must include in his 
income tax return, as ordinary gain or loss, the difference betTdeen the price paid 
for the bills, whether on original issue or on subsequent p'lU'chase, and the amount 
actUally received either upon sale or redemption at maturity during the taxable 
year for Which the return is made. 

Treasury Department Circular No. 418 (current revision) and this notice, pre
scribe the terms of the 'l'reasury bills and govern the conditions of their issue. 
Copies of the circular may be obtaine:c1 from any Federal Reserve Bank or Branch. 



The Department of the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

MEMORANDUM TO CORRESPONDENTS: Dec. 13, 1971 

Acting Secretary of the Treasury Char1s E. Walker 
today transmitted to Congress draft legislation to carry 
out President Nixon's proposals with respect to private 
pens ion plans. 

A copy of the letter to the Speaker of the House 
is attached. (Identical letter sent to the President 
of the Senate). 

A copy of the draft bill is also attached. 

000 
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Dear Mr. Speaker: 

THE SECRETARY OF THE TREASURY 
WASHINGTON 

1 " 
\ 'l .~~ L '.\ 

In accordance with the President's Message of December 8, 1971, 
transmitting legislative proposals with respect to private pension 
plans, I am submitting a draft bill entitled the "Individual Retirement 
Benefits Act of 1971," for consideration by Congress. This legisla-
tion is designed to strengthen the private retirement system by providing 
minimum standards of participation in the benefits offered by an employer
sponsored pension plan and to encourage the expansion of the private 
retirement system by offering greater tax benefits to individuals who 
choose to invest in a retirement savings plan. 

Section 2 of the proposed legislation establishes mlnlffium standards 
for participation and for vesting of benefits under pension and profit
sharing plans. It provides that no employee may be excluded from participa
tion in an employer-sponsored plan if he has attained the age of 30 years 
and has been an employee for at least three years, except an employee who 
is within fi v'e years of retirement age. This section adopts the so-called 
"rule of 50" vesting standard under which every pension must be half 
vested when an employee I s age plus the number of years he has participated 
in the plan eq,uals 50. The remaining portion of his penSion must vest 
ratably over the next five years. This standard is designed to provide 
assurance to older employees that the pension benefits they are accruing 
will not be forfeited. The Secretary would be granted regulatory 
authority to req,uire more restrictive rules for plans where inadequate 
vesting and eligibility provisions would be likely to result in the 
discrimination prohibited by existing law. 

Section 3 of the proposed bill grants deductions to individuals for 
personal savings for retirement. The deductible amount is 20 percent 
of the individual's earned income for the year, but not more than $1,500. 
The deduction is allowed for employee contributions to employer-sponsored 
plans and, in the case of an individual who is not covered by employer
sponsored plans (or who is inadeq,uately cov'ered by an employer-sponsored 
plan), a deduction is allowed for amounts set aside by the individual for 
his own retirement in an individual retirement account. Amounts held in 
individual retirement accounts would be allowed to earn tax-free income 
as is presently the case with respect to employer-sponsored retirement 
plans. 
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Section 4 of the proposed legislation increases the deductible 
contribution which may be made on behalf of self-employed individuals 
and shareholder-employees of electing small business corporations to a 
retirement plan which covers themselves and their employees. The present 
law limits this deduction to 10 percent of earned income or $2,500, 
whichever is less; these limits would be increased to 15 percent or $7,500, 
whichever is less. 

In addition, the requirement under present law for immediate full 
vesting of all benefits under plans benefiting self-employed persons 
would be changed by the bill to a so-called "rule of 35" standard. 
Under this standard a pension would be half vested when an employee's 
age plus the number of years he has participated in the plan equals 35, 
with ratable vesting of the remaining benefits over the next five years. 
The bill would also provide that plans benefiting self-employed persons 
must allow earlier participation of older employees than is required 
under present law. 

It would. be appreciated if you would lay the proposed legislation 
before the House of Representatives. A similar communication has been 
addressed to the President of the Senate. 

We have been advised by the Office of Management .:md Budget that 
there is no objection to the presentation of this draft bill to the 
Congress, and that its enactment would be in accord with the program 
of the President. 

The Honorable 
Carl Albert 
Speaker of the House 

of Representatives 
Washington, D. C. 20515 

Enclosures 

Sincerely yours, 

Charls E. Walker 
Acting Secretary 



INDIVIDUAL RETIREMENT BENEFITS ACT OF 1971 

1. Introduction. 

Since 1942 the Internal Revenue Code has accorded special 

tax benefits to retirement plans established by employers for 

the benefit of their employees and the beneficiaries of their 

employees. To insure that benefits are provided und~r these 

plans for a broad range of the employees of the sponsoring employer 

and not merely for a small group of select employees, the 

availability of these special tax benefits is conditioned upon 

the plan's meeting certain statutory requirements. 

Private retirement plans form an important part of the 

total framework of income maintenance for older Americans. As 

such, it is appropriate to provide tax incentives to encourage 

employers to establish these plans and thus provide for their em

ployees' post-retirement needs. In so doing the employer 

performs a function and assumes a burden which otherwise might 

be thrust upon society at large. Private retirement plans are 

a significant supplement to the social security system as a 

source of income for retired and disabled Americans and their 

dependents. Because private retirement plans are 
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established by individual employers, they can be shaped to 

respond to unique needs and situations in a manner that a 

public system covering tens of millions of individuals cannot. 

The experience of the past 30 years has demonstrated that 

while the private retirement system has the capacity to 

deal with an important social problem through individual 

initiative, changes in existing law are needed. In the first 

place, recent surveys indicate that, in spite of the incen

tives provided by existing law, approximately one-half of the 

non-agricultural labor force does not now participate in pri

vate retirement plans and that coverage is not likely to ex

pand significantly under existing conditions. Moreover, overly 

restrictive requirements for participation in, or acquisition 

of vested benefits under, private retirement plans have resulted 

in effectively denying to millions of employees the full bene

fits of the private retirement system. Special limitations 

upon contributions on behalf of self-employed individuals and 

requirements forthe plans in which they participate are so re

strictive that they have created an artificial preference for 

the corporate form over other business forms which might be 

more suitable or desirable for a particular enterprise. 
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2. Eligibility Requirements. 

A. Present Law. 

The Internal Revenue Code does not now contain any specific 

requirements concerning eligibility conditions based on age or 

service that may be included in a private retirement plan estab

lished by a corporate employer. Existing administrative practice 

does permit such a plan to provide that participation in the 

plan is limited to employees who have attained a specified age 

or have been employed for a specified number of years if the 

effect of such provisions is not discrimination in favor of 

officers, shareholders, supervisory employees, or highly com

pensated employees. Likewise, such a plan may exclude from 

participation employees who have attained a specified age close 

to retirement when they otherwise become eligible to partici

pate in the plan. On the other hand, the Internal Revenue Code 

specifically requires that a plan established by an unincor

porated business in which an owner-employee (i.e., a sole 

proprietor or a partner with a greater than 10 percent interest 

in capital or income) participates must provide that no employee 

with 3 or more years of service may be excluded from the plan. 
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B. Proposal. 

Reasonable service or age requirements are an appro

priate means of preventing the dissipation of plan assets. 

The benefits earned by employees with short periods of service 

are usually small, both in absolute terms and in relation to 

the administrative costs attributable to these benefits. 

Overly restrictive requirements may, however, result in the 

arbitrary exclusion of employees from participation in private 

retirement plans and thereby frustrate the effective functionin 

of the private retirement system. 

The proposed bill would therefore provide that a private 

retirement plan not be permitted to require, as a condition of 

participation, that an employee have completed a period of 

service with the employer in excess of 3 years, that the em

ployee have attained an age in excess of 30 years, or that he 

not have attained an age which is less than 5 years preceding r 

retirement age under the plan. For this purpose, normal retire 

ment age means the earliest age under the plan at which an 

employee may retire and receive benefits which are not actuaria 

reduced. 



- 5 -

In the case of a plan in which self-employed individuals 

who are owner-employees may participate, the bill would 

provide that the plan not be permitted to require, as a 

condition of participation, that the employee have completed 

more than 1 year of service with the employer if his then age 

is 35 years or greater, more than 2 years of service if his 

then age is 30 years or greater but less than 35 years, or 

more than 3 years of service if his then age is less than 30 

years. Thus, the bill will require such plans to permit earlier 

participation by employees whose age exceeds 30 years. 

C. Effective Date. 

These rules would apply to all private retirement plans 

established after November 30, 1971. In the case of plans in 

effect on November 30, 1971, these rules would apply to plan 

years beginning after December 31, 1973, except that in the 
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case of plans which are collectively bargained, these rules 

would not apply to plan years beginning before the expiration 

of the collective bargaining agreement in effect on November 30, 

1971. 

3. Vesting Requirements. 

A. Present Law. 

There is no generally applicable requirement under existing 

law that a participant in a private retirement plan have at 

any time before he attains normal retirement age a nonforfeit

able right to receive his accrued benefit under the plan. How

ever, the failure to provide pre-retirement vesting is taken 

into account by the Internal Revenue Service in determining 

whether a plan satisfies the statutory requirement that it not 

discriminate in favor of officers, shareholders, supervisory 

employees, or highly compensated employees, and in appropriate 

circumstances the Service will not issue such a determination 

if a plan does not provide pre- retirement ves ting. Nei ther the eil: 

cumstances in which pre-retirement vesting is required nor the 

degree of such vesting is well defined, and considerable varia

tion has arisen. The Internal Revenue Code requires that 

a plan established by an unincorporated business in which an owner 

employee participates must provide that each participant have 
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an immediately nonforfeitable interest in the contributions 

made on his behalf under the plan. 

B. Proposal. 

Some measure of pre-retirement vesting is essential if 

the private retirement system is to exist as a functioning 

and effective supplement to the social security system. 

This is especially true in view of our highly mobile labor 

force. An individual whose participation in a private retirement 

plan terminates before his rights in his benefits accrued under 

the plan have become nonforfeitable has, for all practical 

purposes, not really participated in the plan. In addition, 

pre-retirement vesting is needed to reinforce the non-discrimination 

requirements of existing law in cases where most of the employer 

contributions under a plan are made on behalf of participants 

with a proprietary interest in the employer. 

The proposed bill would therefore require a private retirernert 

plan to provide that a participant's rights in at least 

50 percent of his accrued benefits (or the employer contributions 

and other amounts credited to his accounqbe nonforfeitable 

when the sum of his age and his years of participation in the 
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plan equal 50 years and that this percentage increase ratably 

to 100 percent over the succeeding 5 years. Under this rule, 

the rights of older employees would vest more rapidly than the 

rights of younger employees, reflecting the fact that an older 

employee has less of an opportunity to earn a reasonable pension 

with a new employer or to save for his retirement. 

To remove any disincentive against hiring older workers, a 

plan could provide that an employee's rights remain forfeitable 

until his period of plan participation is 3 years reduced by 

any period of service with the employer during which he did not 

participate in the plan. The plan would have to provide that 

upon completing this period of participation his rights in at 

least 50 percent of his accrued benefits are nonforfeitable, 

and this percentage would be required to increase ratably to 100 

percent over the succeeding 5 years. Thus, if a plan requires 

1 year of service with the employer as a condition of participa

tion, it could provide that an employee's rights are 50 percent 

vested when the sum of his age and his years of partcipation 

equal 50 years but not before he has participated in the plan 

for 2 years. An employee hired at age 50 would become eligible 

to participate in the plan at age 51 and would not become 50 

percent vested until age 53. He would not become fully vested 

until attaining age 58. 
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To avoid additional costs for plans in difficult financial 

condition, pre-retirement vesting would not be required with 

respect to benefits accrued for any plan year for which benefit 

payments to retired participants exceed benefit accruals by 

active participants and the present value of accrued liabilities 

to retired and active participants exceeds the value of plan 

assets. If, however, the plan is amended to provide greater 

benefits during a plan year when this exception would otherwise 

be operable, or within 5 years thereafter, the exception would 

not apply. This exception is designed to providE relief for 

plans that have a large number of retired participants in re

lation to the number of active participants and are not fully 

funded. These plans are typically found in industries where 

employment is declining and where any increase in pension costs 

would be especially burdensome. 

In the case of private retirement plans in which self

employed individuals who are owner-employees participate, an 

employee's interest in at least 50 percent of his rights under 

the plan would be required to be nonforfeitable when the sum of 

his age and his years of participation equal 35 years. The 

balance of his rights under the plan would be required to become 

nonforfeitable not less rapidly than ratably over the succeeding 

5 years of participation. 
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C. Effective Date. 

These rules would apply to all private retirement plans 

established after November 30, 1971. In the case of plans 

in effect on November 30, 1971, these rules would apply only 

to benefits accrued or contributions made during plan years 

beginning after December 31, 1973. In the case of collectively 

bargained plans, however, these rules would not apply to 

benefits accrued during plan years beginning before the expira-

tion of the collective bargaining agreement in effect on 

November 30, 1971. In applying these rules, all participation 

in the plan (whether before or after December 31, 1973) would 

be considered in determining whether the sum of the employee's 

age and his years of participation equal 50 years or 35 years, 

whichever is applicable. 

4. Special Eligibility and Vesting Requirements to Insure 
Nondiscrimination 

A. Present Law. 

While the Internal Revenue Code does not provide any 

specific and generally applicable requirements on the age and 

service conditions for participation in a qualified plan and 

does not contain any specific and generally applicable requirerne 
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that a participant in a qualified plan have at any time before 

retirement age a nonforfeitable right to receive his accrued 

benefit, the age and service conditions for participation in 

a plan and the extent of pre-retirement vesting under the plan 

are considered by the Internal Revenue Service in determining 

whether the plan satisfies the nondiscrimination requirements 

of the Code. However, neither the circumstances under which 

less restrictive age and service conditions for participation 

and pre-retirement vesting will be required to satisfy the non

discrimination test, nor the substance of satisfactory pro

visions in cases where they are required, are well defined. 

As a result, considerable variation and uncertainty has arisen. 

B. Proposal. 

The proposed bill would authorize the promulgation of 

regulations setting forth (1) the circumstances under which a 

plan will satisfy the nondiscrimination requirements only if 

the conditions of participation in the plan are less restrictive 

than those which would be generally applicable under the proposed 

bill and the conditions for vesting of benefits under the plan 

are less restrictive than those of general application under 
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the proposed bill, and (2) the provisions which will be 

required in order to insure that a plan will satisfy the non

discrimination requirements in light of the particular circum

stances. Failure to include such conditions in a plan would 

result in the disqualification of the plan. Such provisions 

could not however, be required to be more restrictive than 

those which would be imposed by the bill on plans benefiting 

self-employed individuals who are owner-employees. The 

proposed bill in this respect would apply only to plans covering 

(1) a partner having (a) more than a 5 percent 

interest in capital or income, or (b) more than a 

1 percent, but not more than a 5 percent, interest in 

capital or income if all such partners have more than 

50 percent of the interests in capital or income; or 

(2) an employee owning (or considered as owning 

within the meaning of section 318(a)(I) of the Code) 

(a) more than 5 percent in value of the outstanding 

stock of the corporation or (b) more than I percent, 

but not more than 5 percent, in value of the outstanding 

stock if all such employees together own more than 50 

percent in value of the outstanding stock. 
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c. Effective Date. 

These rules would apply to plan years to which the 

proposals relating to eligibility and vesting would apply. 

5. Deduction for Personal Savings for Retirement. 

A. Present Law. 

Under present law, employer contributions on behalf of 

an employee to a private retirement plan satisfying the qualifi

cation requirements of the Internal Revenue Code and investment 

earnings on these contributions are generally not subject to 
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tax until paid to the employee or his beneficiaries, even thoug~ 

the employe~'3 right to receive these amounts becomes nonfor

feitable before payment is made. Employee contributions to such 

a plan are subject to tax currently (i.e., no deduction or ex

clusion is allowable), but investment earnings on these contri

butions are not subject to tax until paid. Amounts saved by 

an individual for his retirement outside the scope of a qualifie 

plan are not deductible or excludible from gross income, and 

investment earnings on such amounts are subject to tax currently 

B. Proposal. 

The effect of existing law relating to saving for retiremen 

purposes is to discriminate substantially against individuals 

who do not participate in qualified private retirement plans 

or who participate in plans providing inadequate benefits. 

Frequently, this situation is the result of a unilateral decisic 

of the employer not to establish a private retirement plan for 

its employees or not to improve benefits under an existing plan. 

Many other individuals, because of the nature of their occupa

tions, never have a sufficient period of service with anyone 

employer to accrue adequate retirement benefits. 
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To remedy this inadequacy in existing law, the proposed bill 

would allow individuals a deduction in computing adjusted 

gross income for amounts contributed to individual retirement 

plans which they have established or to private retirement 

plans established by their employers. In addition, invest-

ment earnings on amounts contributed to individual retirement 

plans would be excludable from gross income. 

In the case of an individual who does not participate in an 

employer-financed private retirement plan) the amount deductible 

would be limited to 20 percent of the first $7,500 of earned income. 

In the case of a married couple, each spouse would be eligible to 

claim this deduction, and the limit would be applied separately 

to each spouse. Thus, if a husband had earned income of $12,000 an( 

his wife had earned income of $7,000, the maximum deduction for 

him would be $1,500, and the maximum deduction for her would be 

$1,400, permitting a total deduction of $2,900. 

If an individual participates in an employer-financed plan, 

the 20 percent limitation on the deduction would be reduced to 

reflect employer contributions to the plan on his behalf. For 

this purpose, an individual would be permitted to assume that 
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employer contributions on his behalf are 7 percent of his 

earned income. He could show, however, that a lesser amount 

had been contributed on his behalf; such amount would be 

determined in accordance with Treasury Department regulations 

on the basis of the particular facts and circumstances of his 

situation. In the case of individuals who have earned income 

which is not covered by the social security system or the railro 

retirement system, the limitation on the deduction would be 

further reduced by the amount of tax that would be imposed under 

the Federal Insurance Contributions Act if that income were 

covered by the social security system. This reflects the fact 

that taxes imposed on employees under the Federal Insurance 

Contributions Act are not deductible. 

Under the proposed bill, an individual would be allowed to 

invest these amounts in a broad range of assets, including stoc~ 

bonds, mutual fund shares, annuity and other life insurance 

contracts, face-amount certificates, and savings accounts with 

financial institutions. While these assets could not be com

mingled with other property, they could be held in custodial 

accounts, and a taxpayer would not be required to establish a 

trust for this purpose. 
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To insure that amounts contributed to individual retirement 

programs and investment earnings on such amounts are used only 

for retirement purposes, withdrawals before the individual 

attains age 59\ would not qualify for the general income averag

ing provided under existing law and would also be subject to an 

additional penalty tax of 30 percent of the amount withdrawn. 

This penalty would not apply, however, if the taxpayer has died 

or has become disabled or if the amount withdrawn is deposited 

in another individual retirement plan within 60 days. This 

last exception is designed to permit transfer of individual 

retirement amounts from one type of investment to another, or 

from one trustee or custodian to another. 

Moreover, withdrawals would be required to begin by the 

time the taxpayer reaches age 70% and would have to be sufficiently 

large so that the entire accumulation will be distributed over 

his life expectancy or the combined life expectancy of the tax

payer and his spouse. If sufficient amounts are not withdrawn 

to meet these rules after age 70%, an annual penalty of 10 

percent of the excess accumulation would be imposed. 
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To insure compliance with the foregoing requirements, 

trustees, custodians, and other persons having control of 

amounts deducted under the proposal would be required to 

submit annual reports to the Internal Revenue Service similar 

to those which are now required of trustees of plans benefitting 

self-employed individuals who are owner-employees. 

C. Effective Date. 

This proposal would apply to taxable years ending after 

the date of enactment of the proposed bill. 

6. Contributions on Behalf of Self-Employed Individuals and 
Shareholder-Employees of Electing Small Business 
Corporations. 

A. Present Law. 

The Internal Revenue Code now limits the deductible contri-

bution to a qualified private retirement plan on behalf of a 

self-employed individual to the lesser of 10 percent of earned 

income or $2,500. In certain circumstances, an additional 

$2,500 nondeductible contribution may be made. Penalties are 

imposed if excessive contributions are made and are not returned. 

With respect to a shareholder-employee of an electing small busit 
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corporation, no limit is imposed on the amount that may be 

contributed on his behalf, but if the contribution exceeds the 

lesser of 10 percent of compensation or $2,500, the excess is 

includable in his gross income. 

The limitation on contributions on behalf of self-employed 

individuals has had a number of undesirable effects. In the 

first place, while the limitation applies by its terms only to 

contributions on behalf of self-employed individuals, as a 

matter of practice, it applies as well to their employees with 

the result that the contributions on their behalf may be a very 

small percentage of their compensation. Another undesirable 

effect of the limitation on contributions on behalf of self-em

ployed persons is that it has provided an artificial incentive 

for the incorporation of businesses and professional practices. 

B. Proposal. 

The proposed bill would provide that the rate at which 

deductible contributions may be made on behalf of self-employed 

individuals should be the rate at which contributions are made 
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on behalf of other participants (but not more than 15 percent), 

and that the maximum amount of earned income to which this rate 

may be applied should be $50,000. As a result, a self-employed 

individual would be permitted a deduction of as much as $7,500, 

but only if he contributed 15 percent of compensation for his 

employees. The maximum rate at which additional nondeductible 

contributions could be made would be limited to 10 percent of 

ea~ed income (again considering not more than $50,000 of earned 

income); ten percent is the limit under existing administrative 

practice applicable to nondeductible voluntary contributions by 

any participant in a qualified plan. 

The limitation on excludable contributions on behalf of 

shareholder-employees of electing small business corporations 

would likewise be the product of the rate at which contributions 

are made on behalf of other employees (but not more than 

15 percent) and the lesser of his compensation or $50,000. 

c. Effective Date. 

These revised limitations would apply to taxable years 

beginning after December 31, 1972, unless the taxpayer elected 

to apply them to taxable years ending after December 31, 1971. 



A BILL 

To strengthen and improve the private retirement system by establish

ing minimum standards for participation in and for vesting of 

benefits under pension and profit-sharing retirement plans, by 

allowing deductions to individuals for personal savings for 

retirement, and by increasing contribution limitations for 

self-employed individuals and shareholder-employees of electing 

small business corporations. 

Be it enacted by the Senate and House of Representatives of the 

United States of America in Congress assembled, 

SECTION 1. SHORT TITLE, ETC. 

(a) Short Title.--This Act may be cited as the "Individual 

Retirement Benefits Act of 1971". 

(b) Amendment of 1954 Code.--Except as otherwise expressly 

provided, whenever in this Act an amendment is expressed :in terms 

of an amendment to a section or other provision, the reference is to 

a section or other provision of the Internal Revenue Code of 1954. 
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SEC. 2. MIN1MUM STANDARDS RELATING TO ELIGIBILITY AND VESTING. 

(a) In General.--Section 40l(a) (relating to requirements 

for qualification) is amended by adding at the end thereof the 

following new paragraphs: 

"(ll) A trust shall not constitute a qualified trust 

under this section if the plan of which such trust is a part 

requires, as a condition of participation, that an employee-

I! (A) have a period of service with the employer 

in excess of 3 years, 

I!(B) have attained an age in excess of 30 years, or 

" ( C) have not attained (as of the fir st time when 

he is otherwise eligible to participate) an age which 

is less than 5 years less than the earliest age under 

the plan at which an employee may retire and receive 

benefits which are not actuarially reduced. 

In the case of any plan in existence on November 30, 1971, this 

paragraph shall not apply to plan years beginning before 

January 1, 1974, and in the case of a union-negotiated plan 

in existence on November 30, 1971, this paragraph shall not 

apply to plan years beginning before the termination of the 

collective bargaining agreement in effect on November 30, 1971. 

11(12 )(A) A trust shall not constitute a qualified trust 

under this section unless under the plan of which such trust 

is a part, an employee's rights in at least 50 percent of his 
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accrued benefit (determined in accordance with reeulations 

prescribed by the Secretary or his delegate) are non

forfei tab:2--

"( i) as of the close of the first plan year 

in which the sum of his age and his period of 

participation in the plan equals or exceeds 50 

years, or 

"(ii) after he has participated in the plan 

for a period equal to 3 years reduced by any 

period of service with the employer before he was 

eligible to participated in the plan, 

whichever occurs later, and his rights in the balance 

of his accrued benefit become nonforfeitable not lese 

rapidly than rapidly over the succeeding five years. 

"(B) Subparagraph (A) shall not be applied to pro

hibit a plan to which employees are required to contribute 

as a coudi tion of participation from providinC that an 

employee's rignts under the plan will be forfeited if 

he voluntarily withdraws his contributions upon 

termination of employment or active participation In 

the plan. 
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"( c) This paragraph shaD. not apply to contributions which 

under provisions of the plan adopted pursuant to regulations 

prescribed by the Secretary or his delegate to preclude the 

discrimination prohibited by paragraph (4), may not be used 

to provide benefits for designated employees in the event of 

early termination of the plan. 

tt(D) This paragraph shall not apply to benefits accrued 

under any plan in existence on November 30, 1971, during plan 

years beginning before January l, 1974 , and to benefits accrued 

under a union-negotiated plan in existence on November 30, 1971, 

during plan years beginning before the termination of the 

collective bargaining agreement in effect on November 30, 1971. 

"(13) A plan in existence on November 30, 1971, shall not 

be considered as failing to satisfy the requirements of 

paragraph (12) merely because it provides that the benefits 

accrued thereunder during any plan year are forfeitab1e--

"(A) during which the periodic benefit payments to 

retired participants exceed the benefit accruals 

(determined in accordance with regulations prescribed 

by the Secretary or his delegate) by activp participants, 

and 
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"(B) f as 0 the beginning of which, the present 

actuarial value of accrued plan liabilities to both 

retired and active participants exceeds the actuarial 

value of plan assets. 

This paragraph shall not apply to benefits accrued during any 

plan year if the plan is amended to increase benefits directly 

or indirectly within the 5-year period following the close of 

such plan year." 

(b) Plans Benefiting Owner-Employees.--

(1) Eligibility.--Paragraph (3) of section 401(d) (relat-

ing to additional requirements of trusts and plans benefiting 

owner-employees) is amended by striking out the first sentence and 

inserting in lieu thereof: 

"The plan benefi ts--

"(A) each employee having a period of employment of 3 

years or more who has not attained the age of 30 years, 

"(B) each employee having a period of employment of 2 

years or more who has attained the age of 30 years but has 

not attained the age of 35 years, and 

II(C) each employee having a period of employment of 1 

year or more who has attained the age of 35 years." 

(2) Vesting.--Paragraph (2)(A) of section 40l(d) is amended 

to read as follows: 

II (A) an employee's rights in at least 50 percent of 

his accrued benefit (determined in accordance with 
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regulations prescribed by the Secretary or his 

delegate) are nonforfeitable as of the close of the 

first plan year in which the sum of his age and his 

period of participation in the plan equals or exceeds 

35 years, and his rights in the balance of his ac

crued benefit become nonforfeitable not less rapidly 

than ratably over the succeeding five years; and". 
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(c) Conditions of Participation and Nonforfeitability of Benefits 

to Insure Satisfaction of Nondiscrimination Requirements.--Section 

401 (relating to pension, profit~sharing, and stock bonus plans) is 

amended by redesignating (j) as subsection (k) and by inserting 

after subsection (i) the following new sUbsection: 

ff(j) Conditions of Participation and Nonforfeitability of 

Benefits to Insure Satisfaction of Nondiscrimination Requirements.--

"(1) Pl' 1 romu gatlon of regu ations.-~The Secretary or his 

delegate shall prescribe regulations setting forth the circum-

stances under which a plan will, in the judgment of the Secretary 

or his delegate, satisfy the requirements of SUbsections (a)(3) 

(B) and (a)(4) only if the conditions of participation in the 

plan and the conditions of nonforfeitability of benefits under 

the plan are less restrictive than those which satisfy sub-

sections (a)(ll) and (a)(12), respectively. Such regulations 

shall also set forth conditions of participation and nonforfeit-

ability of benefits which will, in the judgment of the Secretary or his 

delegate, insure that the plan will satisfy the requirements 

of subsections (a)(3)(B) and (a)(4), but which are not more 

restrictive than conditions of participation and nonforfeit-

abili ty of benefi ts whi ch are required ur;der SUbsections 

(d)(3) and (d)(2)(A), respectively. 

"(2) Effect of noncompliance.--If a plan to which this sub~ 

section applies does not contain conditions of participation and 
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nonforfeitability of benefits which comply with the regulations 

prescribed under paragraph (1), no trust forming part of sueh 

plan shall constitute a qualified trust under this section. 

"(3) Plans to which applicable.--This subsection shall 

apply to a pension, profit-sharing, or stock bonus plan Which 

provides benefits for an individual who--

"(A) in the case of a partnership, is a part"'~er who 

is not an owner-employee (as defined in section 401(c) 

(3)) and who owns-·-

"(i) more than 5 pe!'Cent of either the capitaJ. 

interest or the profits interest in such partnership, 

or 

"(ii) more than 1 percent, but not more than 5 

percent, of either the capital interest or the profits 

interest in such partnership if all such partners own 

more than 50 ~ercent of such interests, or 

"(B) in the case of a corporation, is a shareholder 

who owns (or is considered as owning within the meaning 

of section 318 (a)(l))--

It(i) more than 5 percent in value of the out

standing stock of such corporation, or 

"(ii) more than I percent, but not more than 5 

percent, in value of the outstanding stock of such 
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corporation if all such shareholders own (or are considered 

as owning within the meaning of section 3l8(a)(1)) more than 

50 percent in value of the outstanding stock of such corpora-

tion. 

"(4) Transitional rules.--In the case of a plan in existence on 

November 30, 1971--

"(A) conditions of participation set forth in regulations 

prescribed by the Secretary or his delegate under paragraph (1) 

shall not apply to plan years beginning before January 1, 1974; 

and 

II (B) conditions of nonforfei tabili ty of benefits set forth 

in such regulations shall not apply to benefits accrued during 

b . . b f J 1, 1974." plan years eglnnlng e ore anuary 
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Cd) Conforming Amendments.--

(1) Section 404(a)(2) (relating to deduction for contribu

tions Jf an employer to employees' annuity plan) is amended 

by striking out "section 40l(a)(3), (4), (5), (6), (7), and 

(8), and, if applicable, the requirements of section 401(a)(9) 

and (10) and of sect ion 401 ( d ) ( othe r than paragraph (1)," 

and by inserting in lieu thereof "section 401(a)(3), (4), (5), 

(6), (7), (8), (11), and (12), and, if applicable, the require

ments of section 401 (a)(9) and (10) and section 401(d) (other 

than paragraph (1»), and, if applicable, the requirements of 

regulations prescribed by the Secretary or his delegate under 

section 401(j)". 

(2) Section 805(d)(1)(C) (relating to definition of pension 

plan reserves) is amended by striking out "and (8)" and by in

serting in lieu thereof II C 8), (11), and (12), and, if applicable, 

the requirements of regulations prescribed by the Secretary or 

his delegate under section 401(j)". 

(e) Effective Dates.--The amendments made by subsections (a), 

(b)(2), (c), and Cd) shall become effective upon the day after enact

ment of this Act. The amendment made by subsection (b)(l) shall not 

apply to plan years beginning before January 1, 1974, except that in 

the case of a plan which is amended after the day of enactment of 

this Act but before January 1, 1974, so that it no longer satisfies 

the requirement of section 401(d)(2)(A) of the Internal Revenue 

Code of 1954 as in effect on the day of enactment of this Act, the 

amendment made by subsection (b)(l) shall apply to the plan year 

for which such amendment is effective and all !aCCEEClUiplan years. 
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SEC. 3. DEDUCTION FOR RETIREMENT SAVINGS. 

(a) In General.--Part VII of subchapter B of chapter 1 (re

lating to additional itemized deductions for individuals) is amended 

by renumbering section 218 as section 219 and by inserting after sec

tion 217 the following new section: 

"SEC. 218. RETIREMENT SAVINGS. 

"(a) Deduction Allowed.--There shall be allowed as a deduction 

amounts paid during the taxable year by an indi vidual--

11(1) to a qualified individual retirement accOllllt (as de

fined in section 408(a)), 

11(2) to an employees' trust described in section 40l(a) 

which is exempt from tax under section 501(a), 

11(3) for the purchase of an annuity contract under a plan 

which meets the requirements of section 404(a)(2), 

11(4) to or under a qualified bond purchase plan (as de

fined in section 405), or 

11(5) for the purchase of an annuity contract described in 

section 403(b). 

"(b) Limitation.--

"(1) General rule. --The amount allowable as a deduction 

under SUbsection (a) to an individual for any taxable year shall 

not exceed 20 percent of so much of his earned income for such 

taxable year as does not exceed $7,500• 



- 11 -

"(2) Reduction on account of employer contributions to 

qualified pensiou, etc., plans.--The limitation otherwise deter

mined under this subsection for any taxable year shall be 

reduced by the amount (determined in accordance with regulations 

prescribed by the Secretary or his delegate) of any contri

butions made on behalf of the taxpayer by his employer during 

the taxpayer's taxable year--

"(A) to an employees' trust described in section 40l(a) 

which is exempt from tax under section 50l(a), 

"(B) for the purchase of an annuity contract under a 

plan which meets the requirements of section 404(a)(2), 

"(C) to or under a qualified bond purchase plan (as 

defined in section 405), or 

II(D) for the purchase of an annuity contract described 

in section 403(b). 

In accordance with regulations prescribed by the Secretary or his 

delegate, the amount of any contributions described in the pre

ceding sentence made on behalf of a taxpayer by his employer 

during his taxable year may, at the option of the taxpayer, be 

considered to be 1 percent o~ his earned income ~or such taxable 

year attributable to the pe~ormance of personal services for 

such employer. 

"(3) Reduction applicable to certain public and other em

ployees.--If a taxpayer has earned income for the taxable year 

which is not subject to tax under chapter 2, 21 or 22, the limi

tation otherwise determined under this subsection for such 
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taxable year shall be reduced by an amount equal to the tax 

(or the increase in the tax) that would be imposed upon such 

income under section 3101 for such taxable year if the personal 

services from the performance of which such income is derived 

constituted employment (within the meaning of section 3i21(b)). 

"(4) Married individuals.--The limitation provided by 

this subsection in the case of a married individual shall be 

determined without regard to the earned income of his spouse 

and without regard to contributions described in paragraph (2) 

made on behalf of his spouse. For purposes of this subsection, 

the earned income of a married individual shall be determined 

without regard to community property laws. 

"(5) Earned income defined.--For purposes of this subsection, 

the term 'earned income' has the meaning assigned to such term in-

"(A) in the case of a self-employed individual, 

section 401(c)(2), and 

"(B) in the case of an individual who is not a self

employed individual, section 9ll(b)." 
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(b) Individual Retirement Accounts.--Part I of subchapter D of 

chapter 1 (relating to pension, profit-sharing, stock bonus plans, 

etc.) is amended by adding at the end thereof the following new 

section: 

"SEr!. 408. mDIVIDUAL RETIREMENT ACCOUNTS. 

"(a) Requirements for Qualification.--A trust, custodial account, 

or other similar arrangement created or organized in the United States 

shall constitute a qualified individual retirement account under this 

section only if--

"(1) it is maintained for the purpose of distributing to 

the individual who established it, his spouse, or his benefici

aries, the contributions thereto and the income therefrom; 

"(2) except as otherwise provided in subsections (b )(1) and (2), 

contributions thereto during any taxable year may not exceed the 

limitation provided by section 2l8(b) for such taxable year 

and may be made only by the individual who established it or 

his_ spouse; 

"(3) except as otherwise provided in subsection (b)(3), the 

assets thereof are not commingled with the other property of the 

individual who established it or his spouse, and are held in trust 

by, or in the custody of, a bank (as defined in section 40l(d)(1)), 

a credit union described in section 50l(c)(14), or other person who 

demonstrates to the satisfaction of the Secretary or his delegate 

that the manner in which he will hold or have custody of such 

assets will be consistent with the requirements of this paragraph; 
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"(4) except as otherwise provided in subsection (b)(l), 

under the plan or other governing instrument, no benefits may be 

paid to the individual who established it, except in the case of 

his becoming disabled (within the meaning of section 72(m)(7)), 

before he or his spouse attains the age of 59-1/2 years; 

"(5) under the plan or other governing instrument, the 

entire interest of the individual who established it will be 

distributed to him not later than his taxable year in which he 

attains the age of 70-1/2 years, or will be distributed, commencing 

not later than such taxable year, in accordance with regulations 

prescribed by the Secretary or his delegate, over--

"(A) the life of such individual or the lives of such 

individual and his spouse, or 

"(B) a period not extending beyond the life expectancy 

of such individual or the life expectancy of such individual 

and his spouse; and 

"(6) if contributions thereto may be used for the purchase of 

annuity or similar contracts issued by a life insurance company, 

under the plan or other governing instrument, any refunds of premiums 

and any amounts in the nature of a dividend or similar distribution 

must be held by the issuer of such contract and may be applied only 

toward the payment of future premiums or to the purchase 
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of additional similar benefits. 

!I(b) Special Rules.--

"(1) Transfer of assets.--Subsections (a)(2) and (a)(4) 

shall not be applied to prevent the contribution of amounts 

to which section 72(p) would otherwise apply to a qualified 

individual retirement account for the benefit of the same 

taxpayer or the same taxpayer and his spouse, 

"(2) Limitation on contributions.--Under regulations 

prescribed by the Secretary or his delegate, rules similar 

to the rules provided in paragraphs (2) and (3) of section 

40l(e) (relating to excess contributions to a qualified 

indi vidual retirement account to the extent necessary to 

carry out the purposes of this section. 

"(3) Use of common trust funds.--Subsection (a)(3) shall 

not be applied to prevent the investment of the assets of 

a qualified indiviudal retirement account in a common trust 

fund. 

"( c) Treatment as Qualified Trust Benefiting OWner-Employee.-

For purposes of subchapter F and subtitle F, a qualified individual 
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retirement account shall be treated as a trust described in section 

401(a) which is part of a plan providing contributions or benefits for 

employees some or all of whom are owner-employees (as defined in section 

4ol(c)(3», the individual who established such qualified individual 

retirement account and his spouse shall be treated as ov.ner-employees 

for whom such contributions or benefits are provided, and the person 

holding or having custody of the assets of such qualified individual 

retirement account shall be treated as the trustee of such trust." 
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"(d) Taxability of Beneficiary of Qualified Individual Re

tirement Account.--

"(1) In general.--Except as provided in paragraph (2), the 

amount actually distributed or made available to any beneficiary 

by a qualified individual retirement account shall be taxable 

to him, in the year in which so distributed or made available, 

under section 72 (relating to annuities). 

"(2) Recontributed amounts.--Paragraph (1) shall not apply 

to any amount distributed or made available by a qualified in

dividual retirement account to the individual who established 

such account to the extent that, within 60 days after the day on 

which aIch amount is distributed or made available, such amount 

is contributed to a qualified individual retirement account 

for the benefit of such individual or such individual and his 

spouse. 

"(3) Applicability of section 72(m).--Under regulations 

prescribed by the Secretary or his delegate, an individual 

establishing a qualified individual retirement account shall be 

treated as an owner-employee for purposes of applying para

graphs (1), (2), (3), and (4) of section 72 (m) (relating to 

special rules applicable to employee annuities and distributions 

under employee plans). 

"(e) Capital Gains Treatment and Limitation of Tax Not to Apply 

to Distributions.--Section 72(n), section 402(a)(2), and section 403 

(a)(2) shall not apply to any amount distributed or made available 
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by a qualified individual retirement account." 

(c) Treatment of Distributions from Qualified Individual Re

tirement Accounts.--

(1) In general.--Section 72 (relating to annuities) is 

~ended by redesignating subsection (p) as subsection (q) and 

by inserting after subsection (0) the following new subsection: 

"(p) Premature Distributions from Qualified Individual Retire-

ment Accounts.--

"(1) Application of subsection.--This subsection shall 

apply to--

"(A) distributions from a qualified indiv'idual-re

tirement account, and 

"(B) amounts which are received fran a qualified 

trust described in section 40l(a) or under a plan described 

in section 403(a), but only to the extent attributable 

under regulations prescribed by the Secretary or his delegate 

to amounts with respect to which a deduction was 

under section 218 (relating to retirement savings) 

which are includible in gross income and which are received by 

the individual who established such qualified individual retire

ment account or who was allClfei such deduction (or the spouse 

of such individual) before he or his spouse attains the age 

of 59-1/2 years, for any reason other than his becoming dis

abled (within the meaning of subsection (m)(7)), but only to 

the extent that such amount is not contributed within 60 days 

after the day on which such amount is distributed or made 
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available to a qualified individual retirement account for the 

benefit of such individual or such individual and his spouse. 

"(2) Amount of penalty.--If an individual is required to 

include in gross income for the taxable year an amount to which 

this subsection applies, there shall be imposed an additional 

tax for such taxable year equal to 30 percent of such amount. 

Any tax imposed under this paragraph shall not be reduced by 

any credit under part TV of subchapter A (other than sections 31 

and 39 thereof), and shall not be treated as tax imposed by this 

chapter for purposes of section 56." 

(2) Investment in the contract.--

(A) Subparagraph (A) of section 72(c)(1) (relating 

to definition of investment in the contract) is amended by 

inserting after "contract" the following: "for which no 

deduction was allowed under section 218 (relating to retire-

ment savings)". 

(B) Section 72(d)(2) (relating to employees' annuities) 

is amended by striking out "and" at the end of subparagraph 

(A), by striking out the period at the end of subparagraph 

(B) and inserting in lieu thereof "; and", and by inserting 

after subparagraph (B) the following new subparagraph: 

"(c) t any contribution made with respect to the contrac 

shall not be treated as consideration for the contract con-

tributed by the employee to the extent that a deduction was 

allowed under section 218 (relating to retirement savings) 

for such contribution." 



- 18a -

(3) Am01mts recei v-ed before annuity starting date. --Section 

72(m)(1) (relating to special rule applicable to amounts receiv-ed 

before annuity starting date) is amended to read as follows: 

"(1) Certain amounts received before annuity starting date.-

Any amounts received under an annuity, endowment, or life in

surance contract before the annuity starting date which are not 

received as an annuity (within the meaning of subsection (e)(2)) 

shall be included in the recipient's gross income for the tax

able year in which received to the extent that such amounts, 

plus all amounts theretofore received under the contract and 

includible in gross income under this paragrap~ do not exceed 

the aggregate premiums or other consideration paid for the 

contract--

"(A) while the employee was an owner-employee which 

were allowed as deductions under section 404 for the 

taxable year and all prior taxable years, or 

"(B) which were allowed as deductions under section 

218 for the taxable year and all prior taxable years, 

except to the extent that, within 60 days after day on 

which such amounts are received, such amounts are con

tributed to a qualified individual retirement account 

for the benefit of the recipient or the recipient and his 

spouse. 

Any such amounts so received which are not includible in gross 

income under this paragraph shall be subject to the provisions 

of subsection (e)." 
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(d) Excise Tax on Excessive Aecumulations.--Subt1tle D 1s 

amended by adding at the end thereof the following new chapter: 

"Chapter 43.--llIDIVIDUAL RETIREMENT ACCOUNTS 

"Sec. 4960. Excise tax on individual retirement 
accounts. 

"SEC. 4960. EXCISE TAX ON nIDIVIDUAL RETlREMENT ACCOUNTS. 

"(a) Tax Imposed.--There is hereby imposed for each taxable year 

on the assets of a qualified individual retirement account (as de-

fined in section 408(a)) a tax equal to 10 percent of the exces-

s1ve accumulation for such year. The tax imposed by this section 

shall not apply for any taxable year prior to the taxable year in which 

any individual who contributed to the plan attains the age of 70-1/2 

years. 

"(b ) Excessive Accumu1.a. tion. --For purposes of this section 

the excessive accumulation for any taxable year ie the excess 

(if any) of--

"(1) an amount equal to the value of the assets held by 

the plan at the beginning of the taxable year, over 

"(2) the present value of a joint and survivor annuity pay-

able to the individual and his spouse, providing for an annual 

payment payable at the beginning of each year in an amount 

equal to the total amount actually distributed under the plan 

to the individual and his spouse during such year. 
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The present value described in paragraph (2) shall be determined 

in accordance with regulations prescribed by the Secretary or his 

delegate." 

(e) Conforming Amendments.--

(1) Adjusted gross income.--Section 62 (relating to defini

tion of adjusted gross incom~ is amended by inserting after 

paragraph (9) the following new paragraph: 

"(10) Individual retirement savings.--The deduction allowed 

by section 218." 

(2) Pension plan reserves.--Section 805(d)(1) (relating to 

definition of pension plan reserves) is amended by striking out 

"or" at the end of subparagraph (C), by striking the period 

at the end of subparagraph (D) and inserting in lieu thereof 

"; or", and by adding at the end thereof the following new sub

paragraph: 

"(E) purchased Wlder contracts entered into with trusts, 

custodial accoWlts or other similar arrangements which (as 

of the time the contracts were entered into) were deemed 

to be qualified individual retirement accoWlts (ad de-

fined in section 408(a))." 

(3) Averagable income.--Paragraph (2)(A) of section 1302 

(a) (relating to definition of averagable income) is amended 

by striking out "section 72(m)(5)" and inserting in lieu thereof 

"section 72(m)(5) or 72(p)", 

(4) Earned income.--Section l348(b)(1) (relating to defini

tion of earned income) is amended by striking out "72(n)" 
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and inserting in lieu thereof "72(n), 72(p)". 

(f) Clerical Amendments.--

(1) The table of sections for part VII of subchapter B 

of chapter 1 is amended by striking out the item relating to 

section 218 and inserting in lieu thereof the following: 

"Sec. 218. 
"Sec. 219. 

Retirement savings. 
Cross references." 

(2) The table of sections for part I of subchapter D of 

chapter 1 is amended by adding at the end thereof the follow-

ing new item: 

"Sec. 408. Individual retirement accounts." 

(3) The table of chapters for subtitle D is amended by 

adding at the end thereof the following new item: 

"Chapter 43. Individual retirement accounts.1f 

(g) Effective Date.--The amendments made by this section shall 

apply to taxable years ending after the date of enactment of this 

Act. 
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SEC. 4. CONTRIBUTIONS ON BEHALF OF SELF-EMPLOYED INDIVIDUALS AND 
SHAREHOLDER-EMPLOYEES OF ELECTING SMALL BUSINESS CORPO
RATIONS. 

(a) Contributions on Behalf of Self-Employed Individuals.--

(1) Special limitations for self-employed individuals.-

Section 404(e) (relating to special limitations for self-employed 

individuals) is amended--

(A) by striking out paragraphs (1) and (2)(A) and 

inserting in lieu thereof the following: 

"(1) In general.--In the case of a plan included in sub-

section (a)(l), (2), or (3), which provides contributions or 

benefits for employees some or all of whom are employees within 

the meaning of section 401(c)(1), the amounts deductible under 

subsection (a) in any taxable year with respect to contributions 

on behalf of any employee within the meaning of section 401(c) 

(1) shall, subject to the provisions of paragraph (2), not 

exceed the product of--

II(A) so much of the earned income derived by such em-

ployee from the trade or business with respect to which 

the plan is established as does not exceed $50,000, and 

"(B) a rate not in excess of 15 percent. 

If in the taxable year contributions are paid or accrued under the 

plan on behalf of an employee within the meaning of section 401(c)(1), 

the rate specified in subparagraph (B) shall not exceed the lowest 

rate at which contributions (including amounts which are treated as 

contributions pursuant to section 401(d)(6)) are paid or accrued on 

behalf of any employee who is not an employee within the meaning of 

section 401(c)(1). 
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"(2) Contributions made under more than one plan.~-

" (A) Overall limi tat ion. - - In any taxable year in 

wh4.ch amounts are deductible with respect to contribu

tions under two or more plans on behalf of an individual 

who is an employee within the meaning of section 40l(c)(1) 

with respect to such plans, the aggregate amount deductible 

for such taxable year under all such plans with respect to 

contributions on behalf of such employee shall not exceed 

the product of--

"(i) so much of the earned income derived by 

such employee from the trades or businesses with 

respect to which the plans are established as does 

not exceed $50,000, and 

"(ii) a rate not in excess of 15 percent. 

If in the taxable year contributions are paid or accrued under 

any of such plans on behalf of an employee within the meaning 

of section 401(c)(1), the rate specified in clause (ii) shall 

not exceed the lowest rate at which contributions (including 

amounts which are treated as contributions pursuant to section 

401 (d) (6)) are paid or accrued under any of such plans on be .. 

half of any employee who is not an employee within the meaning 

of section 401(c) (1)."; and 

(B) by renumbering paragraph (3) as paragraph (4) and by 

inserting after paragraph (2) the following new paragraph: 
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"(3) Treatment of forfeitures. --The amount determined under 

paragraphs (1) and (2) with respect to any employee within the 

meaning of section 40l(c)(1) for any taxable year shall be re

duced by the amount of any forfeitures credited to his account 

during such taxable year. For purposes of this paragraph, forfeiturffi 

used to reduce the employer's contributions on behalf of all employees 

under the plan shall not be considered to be credited to the account 

of any employee. 1I 

(2) Excess contributions on behalf of owner-employees.--

(A) Paragraphs (l)(B)(iv) and (3) of section 401(e) 

(relating to excess contributions on behalf of owner-employee~) 

are amended by striking out "$2,500" and inserting in lieu 

thereof 1f$7,500. 11 

(B) Paragraph (l)(B)(iii) of section 40l(e) is amended 

to read as follows: 

"( iii) the amount of any contribution made by 

any owner-employee (as an employee) which exceeds 

10 percent of so much of the earned income for such 

taxable year derived by such owner-employee from the 

trade or business with respect to which the plan is 

established as does not exceed $50,000; andlt
• 

(3) Penalties applicable to certain amounts received by 

owner-employees.--Section 72(m)(5)(B)(i) (relating to penalties 

applicable to certain amounts received by owner-employees) is 

amended by striking out "$2,500" and inserting in lieu thereof 

"$7,500" • 
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(b) Contributions on Behalf of Shareholder-Employees of Electing 

Small Business Corporations.--Section 1379(b)(1) (relating to the 

taxability of shareholder-employee beneficiaries) is amended--

(1) by striking out "the lesser of--" and inserting in 

lieu thereof "the product of--", and 

(2) by striking out subparagraphs (A) and (B) and inserting 

in lieu thereof--

"(A) compensation otherwise received or accrued by 

him from such corporation during its taxable year as does 

not exceed $50,000, and 

" (B) a rate not in excess of 15 percent. 

If in the taxable year contributions are paid or accrued under 

the plan on behalf of a shareholder-employee, the rate specified 

in subparagraph (B) shall not exceed the lowest rate at which 

contributions are paid or accrued on behalf of any employee who 

is not a shareholder-employee." 

(c) Effective Date.--The amendments made by this section shall appl 

with respect to taxable years beginning after December 31, 1972, or, if 

a taxpayer chooses, to taxable years ending after December 31, 1971. 
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FOR IMMEDIATE RELEASE THURSDAY - DECEMBER 16, 1971 

Price Commission rules and regulations, republished in their entirety, are available 
in tooay's issue of the Federal Register. The new edition incorporates all changes 
announced by the Commission wi thin the past two weeks, makes certain changes in the 
arrangement and numbering of the provi sions, and also includes many clarification and 
editorial changes to the original regulations and amendments. 

Copies of the republished rules and regulations, Part II of the Federal Register for 
Thursday, December 16, 1971, may be obtained for 20¢ each from the Superintendent of 
Documents, U.S. Government Printing Office, Washington, D. C. 20402. 

Among the major changes previously announced by the Price Commission: 

A new section authorizes the written submission of information or views by 
any person who has a direct interest in the dealings other parties have 
initiated with the Commission. (Section 300.506) 

The section relating to penalties has been revised to make clear that cer
tain actions, e.g., the failure to prenotify as required, are subject to 
penalty regardless of intent. (Section 300.551) 

The section authorizing increases in prices based on increases in excise 
taxes (including sales and use taxes) and in import duties has been de
leted. Except for income taxes, taxes are now generally authorized by the 
Commission as "allowable costs." (Former Section 300.202) 

The section concerning the 72-hour-decision-period requirements for pre
notification firms has been amended to make it clear that Saturdays, 
Sundays, and holidays are excluded in computing this time frame. 
(Section 300.51 (a) and (c) 

New paragraphs applying to prenotification firms provide a procedure 
whereby the Co~mission may authorize those firms to make increases with
out prenotification in cases where these firms have customarily priced 
an item in a manner immediately responsive to frequent fluctuations in 
the cost of raw materials or partially processed products. (Section 
300. 51 (f), ( g ), ( h), and (U) 

RELEASE #34 (MORE) 
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With respect to the rental of real property, language has been added to 
make it clear that landlords are required to furnish certain informa
tion to tenants and prospective tenants regarding increased rent charges. 
(Section 300.15 (e)) This section has also been amended to allow State 
or local authorities administering rent controls prior to November 14, 
1971, to control rent increases on the units under their jurisdiction, 
(Section 300.15 (g), (h), and (i)) 

The section related to price posting requirements has been amended to 
lessen the requirements for retailers with total sales of less than 
$100,000 in their last fiscal year. These retailers will be required 
to post only the prices of those 40 items that had the largest dollar 
sales volume during that fiscal year or those items that accounted for 
at least 50% of total dollar sales during that year, whichever is less. 
(Section 300.13 (a) and (b)) 

The definitions of "manufacturer," II service organization," "wholesaler, II 
and "retailer" have been amended to make clear that the Commission need 
not in every case require a firm or affiliated group of firms to pre
notify or report only as a single entity. (Section 300.5) 

Other substantive provisions on rental prices, which have been recommended to the 
Price Commission by its Rent Advisory Board, are now under study. Price Commis
sion Chairman C. Jackson Grayson has announced that any revisions or additions 
subsequently adopted by the Commission as a result of this study will be published 
promptly as separate amendments. 

000 
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FOR IMMEDIATE RELEASE December 17, 1971 

Pay Board Chairman George H. Boldt today stated that the Board has 

authorized the Construction Industry Stabilization Committee to act upon 

contracts entered into during the period of August 15 to November 14, 

1971, which are within its jurisdiction and which do not involve 

retroac tivity. 

#11111111 
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FOR Ua1EDIATE RELEASE December 17, 1971 

Pay Board Chairman George H. Boldt today announced that the Board 

will consider at the earliest possible time revision of its policy on 

merit plans. 

A copy of the resolution follows: 

"Resolved, that the Pay Board intends at the earliest possible time 

to consider a revision of Paragraph 1, Appendix B, item 6 (Federal 

Register, November 25, 1971, p. 2281) which will have the effect of 

ensuring equality of treatment for merit plans in labor agreement 

situations and in non-labor agreement situations." 

The vote on the above resolution was 9-5, with the Labor Members 

opposing the resolution. A statement requested by the Labor Members 

is attached. 

I! 11111111111111 



The Labor :lembers of the Pay Board have requested the follo~ring 

statement be published on the subject of merit plans:-

"Any disparity in treatment between union and non-union employees 

with respect to merit pay plans did not arise from any proposal by any 

Labor Hember of the Pay Board. In the original discussion of this 

issue the Labor ~1embers did in fact point out the disparity in treat

ment for all workers." 
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FOR IMMEDIATE RELEASE December 17, 1971 

The Pay Board adopted a report of its Executive Compensation Com-

mittee which provides interpretations for the administration of execu-

tive compensation as well as related forms of variable compensation, 

such as bonuses, stock options, incentives, and commissions. 

The report was adopted subject to changes which the Pay Board staff 

will make in order to have the report conform to the recently enacted 

legislation amending the Economic Stabilization Act. 

When these necessary changes have been made, the report will be 

released in regulation form and published in the Federal Register. 

In general, the report provides that:-

# Executive compensation, including salaries and other forms of 

variable compensation, are subject to the 5.5% pay standard. 

# Bonus or Incentive Compensation programs included in such 

compensation, existing either formally or informally may continue in 

effect but any increase in the aggregate amount is subject to the 5.5% 

standard. 

# Stock options: those prior to November 14th may be exercised. 

New options may be granted provided the plan has been approved by the 

company's stockholders; the plan stipulates the maximum number of shares 

available; the option price is not less than 100% of market value on date 
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of grant; and administration is in accordance with past practice. An 

employer may not grant an aggregate total of options exceeding the 

average number of options granted over the past three fiscal years of 

the employer. 

# Sales Incentive, Commission and Production Incentive Programs 

may continue in effect but any change in the base rate or standards is 

subject to the 5.5%. 

# New Plans: A new plan may replace an existing incentive program 

provided the new plan does not increase the aggregate available in the 

absence of the change. A company may not adopt a plan where one did not 

exist, or revise or modify an existing plan without the approval of the 

Pay Board. 

The recommendations are subject to revision to reflect the intent 

of the new amending legislation with respect to increases in productivity, 

The above information is released in accordance with Pay Board 

policy to make available to the public as much information on its 

rulings as is possible. However, the above information should not be 

construed to be directive in nature until such time as it is published 

in the Federal Register. 

########### 
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FOR IMMEDIATE RELEASE December 17, 1971 

Judge George H. Boldt today announced the Pay Board had agreed upon 

criteria permitting exceptions to the general wage standard of 5.5% in 

four ins tances. 

Specific details of these exceptions will be drawn up by the Pay Board 

staff and published in the Federal Register, at which time they will be 

directive in nature. 

Briefly, however, in order to inform the public of the Board's 

thinking on this matter, the exceptions permitted are:-

#1 Where tandem relationships can be proven to exist, increases up 

to 7% will be allowed. 

#2 If deemed necessary to attract or retain essential employees in 

accordance with specific criteria to be established by the Board, increases 

up to 7% will be allowed. 

#3 In instances where pay increases since the beginning of the last 

prior contract or the aggregate pay increase during the past 36 months has 

been less than an annual average of 7%, the difference between that average 

and 7% may be added to the 5.5% standard, not to exceed 7%. This exception 

will expire on March 31, 1972. 

#4 The portion of a pay adjustment tied to changes in the cost of living 

may be calculated as a weighted annual average increase, provided that the 

sum of this portion and the remainder of the adjustment does not exceed the 

general pay standard. 



The Board stated that Exceptions #1 and #2 would require prior 

approval of the Pay Board or its (~C legate and that 1f3 and 114 would be 

self-executing, (except that Tier I companies ~ould continue to re

quire prior approval). 

The Board recognizeci that rE'quiring Tier II and III companies to 

obtain prior approval will require Cost of J .. iving Council approval. 

If till If /I fll! 11 It 

2 



December 17, 1971 

The Business Nembers of tll€: ]>;:v F('Clni have f<'qucsteo the following state

ment be published in conneclior \:it; inforni<1rion relea~ed on exceptions 

to the general pay stanrlard:-

The Business Members proposed l~at the exception pertaining to tile 

annual average of 7~~ over the past three yeClrs an(~ caUing for an expira

tion date of March 31, 1972, should h2ve an expiration date as soon as 

possible in order to adhere to the ~eneral pay standard as quickly as 

possible. The Business tlembers, therefor~, movec that the expiration 

date be February 1, 1972, but their motion was defeated by a vote of 

8-6 with Hr. Jacoby, a Public ~lember, support ing our motion. 



December 17, 1971 

The Labor Members of the Pay Board have requested the following statement 
be published: 

The Pay Board is chargee ,·.'i til the task of stahilizing wages in a 
manner that does not create, "gross inequities." As the general pay 
standard already adopted recogniz~5, a flat across the board percentage 
figure on allowable increases is not sufficient, standing alone, to 
accomplish that result. 

There are two reasons for this. First, there are transitional 
problems entailed in changing from a system of free collective 
bargaining to a system of controls. These problems must be 
met and solved as the precondition to future progress. Roth 
Congress and this Board have recognized that the employees 
who completed bargaining prior to November 14, 1971, are to be 
allowed to have their contracts go into effect subject to chal
lenge. It would,therefore,_be grossly inequitable to place 
discriminatory limitations on those who have not yet bargained, 
thereby destroying historic wage relationships and simple justice. 

Second, once the transition has been accomplished there must be 
sufficient play in the system to allow higher increases for the 

, . 
working poor, to alleviate intra and inter plant inequities, to 
compensate for the erosion of real wages caused by inflation, 
and to deal with other comparable problems. 

Hundreds of wage determinations are made each day. The Pay Board, 
even with the aid of the IRS, cannot hope to deal on a case by case basis 
with every situation in which an increase over the general pay standard 
is warranted. As the War Labor Board experience demonstrates, it is 
essential: (1), for the Board to state hard and fast rules as soon as 
it is able to do so, thereby establishing core areas of self-administra
tion; and (2), to then add to those areas by developing more general sup
plemental rules which will serve as the focal points for case by case 
adjudications from which additional self-enforcing rules may be evolved. 
The public members' proposal does not follow such a progression. The 
excessively narrow criteria adopted provide employers and employees in 
the field guidelines which are not sufficient to proMote rational 
bargaining. The inevitable result will be confusion in the country and 
an avalanche of appeals which will bury the program under their weight. 

In line with the foregoing analysis, the Labor Members hereby pro
pose the following criteria for permitting increases above the general 
pay standard: 

1. Increases in excess of 5.5 percent are allowable in the follow
ing situat ions: 

a. CATCH-UP. Where the increase together with the increases 
granted the "appropriate employee unit" sincE: August 1968 does not 
exceed the 8.5% per year productivity and cost of living increase 
factor plus the 5.5% general pay standard. 



b. TA}lDE'1 R[LAT"T.O~~~,l: 1 T'S. hTtlere inert: asE' 1 s predicated on -------
a tandem relationship, i.e .• 3 ,,'ell-er-tnhlishC'd and maintained 
practice \,'hereby tilt t if"::nf. ar:OUf't .1nd nature' of general adjust-

• .'1 • • j .. t b nents 1n \,'ages 1n an JI1rrll~rJ(lrc rnplOVeE' un t nave ,cen 
directly rE.lated to tt:('~:c cf :->:'otl1..:'1" unit of l'mployees of the 
S.1tr.e er.':ployer c:r ('f nt!'L'l' LT'j:'.(\','E'rs. 

c.. F.~lPLO':'EE r,D~JT !;. l"L\.:,~. \-!hel'(' the inC' 1 ('nSf' takes tb€' ----- -- ---
form of aJcitional errpll'Yf·r prt: .. r~L'nt.!'! tO~!l l'mployee benefH 
plan t,..·hich are ncc~ssar\": 

(i) 'ro T'~aj!1t;'lin t! (' (,Ilrn'nt 1 cVE,l of h:-nefits: or 

(ii) To raise tJ:e bent'f its to a leveJ no highE'r tl'an is 
generally applicabl(~ in the are? or jndustr~T. 

d. KORK RULES. hThece it ca.n he documented tha t the increase 
t,..Tas negotiated in return for tbe rclh:quishrr:C'nt of a work rule Ot 

rules which had been in effect and the ctla~ge results in savings 
equivalent to or in excess of the cost of the ~age increase. 

e. WAGE INCREASE FLOOR. Where t.he' annual increase in wa~es 
paid to an "appropriate enployf;l,l un it" is 25¢ per hour or les s. 

f. SUBSTANDARD i;AGFS. Where the increase in wages paid to an 
"appropriate employee unit" would not raise the wage rate above 
$2.00 per hour. 

g. INTERPLANT INEQUITIES. i']here the increase paid to an 
"appropriate employee unit" brings the '\vage level to that paid for 
comparable work in an appropriate group of establishments. 

h. INTRAPLANT INEQUITIES. Where the increase applicable to 
individual job classifications is necessary to eliminate inequities 
in a job classification structure. 

1. COST OF LIVING. Where a portion of the '\olage increase is 
equal to the cost of living~ and the total weighted annual average 
increase provided for is not in excess of otherwise allowable increase!=;. 

2. Wage adjustments in excess of the general pay standard shall also 
be permissible if approved by the Pay Board. 



The Deportment of the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

FOR IMMEDIATE RELEASE December 17, 1971 

ERNEST C. BETTS,JR. RESIGNS AS 
ASSISTANT SECRETARY OF THE TREASURY FOR ADMINISTRATION 

Secretary of the TLeasury John B. Connally today announced with 
particular regret the resignation of Ernest C. Betts, Jr 0 as 
~sistant Secretary of the Treasury for Administration, effective 
January 7, 1972. 

"As senior career official of the Department, he has directed 
~~nistration and management affairs of the Treasury with skill and 
distinction. We will sorely miss him," Secretary Connally said in 
announcing the resignation. 

In February, 1972, Mr. Betts will join Executive Management Service, 
amanagement consulting firm, headquarteLed in Arlington, Virginia, 
as Director of Federal Programs. 

Mr. Betts, 57, has had 33 years of servke in the Federal 
Government, having served not only \\lith Treasury but with the 
Departments of State and Agricul ture. 

He was named Assistant Seretary August 24, 1970, after six years 
as Deputy Assistant Secretary for Administration. He concurrently 
~ld the post of Director of the Office of Budget and Finance. 

Mr. Betts was born in Hillsboro, Wisconsin,in 1914. He was 
graduated from Sparta High School and attended Wisconsin State 
Uciwrsity, Platteville, and Vernon County TeacheLs College. He 
was a teacher and principal in Lural and elementaLY schools in 
Wisconsin before entering Government service in 1939. He has 
~ceived the.Treasury Department's Meritorious and Exceptional 
SerVice Awards. 

Mr. and Mrs. Betts have three married sons and reside at 
nS South 26th Street, Arlington, Virginia, and at Epping Forest, 
Annapolis, Maryland. 

000 
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The Department of the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

FOR IMMEDIATE RELEASE December 17, 1971 

TREASURY'S WEEKLY BILL OFFERING 

'The Treasury Department, by this publ ic not ic e, invi tes tenders 
for two series of Treasury bills to the aggregate amount of 
~3,900,000,000, or thereabouts, for cash and in exchange for Treasury 
bills maturing December 30, 1971, in the amount of $3,901,690,000, 
as follows: 

91-day bills (to maturity date) to be issued December 30, 1971, 
in the amount of $2,300,000,000, or thereabouts, representing an 
additional amount of bills dated September 30, 1971, and to mature 
March 30, 1972, (CUSIP No. 912793 MU7) originally issued in 
the amount of $1,600,085,000, the additional and original bills to be 
freely interchangeable. 

182- day bills, for $ 1,600,000,000, or thereabouts, to be dated 
December 30, 1971, and to mature June 29, 1972, 
(CU SIP No. 912 79 3 NH 5) • 

The bills of both series will be issued on a discount basis under 
competitive and noncompetive bidding as hereinafter provided, and at 
~turity theii face amount will be payable without interest. They will 
be issued in bea rer form onl "".!ld in denominat ions of $10,000, 
H5,OOO, $50,000, $100,000, S::jO,OOO and $1,000,000 (maturity value). 

Tenders will be received at Federal Reserve Banks and Branches up 
to the clOSing hour, one-thirty p.m., Eastern Standard 
time, Monday, December 27, 19710 Tenders will not be received 
at the Treasury Department, Washington. Each tender must qe for a 
minimum·of $10,000. Tenders over $10,000 must be in multip'les of 
$5,000. In the case of competitive tenders the price offered must be 
expressed on the basis of 100, with not more than three decimals, 
e.g., 99.925. Fractions may not be used. It is urged that tenders be 
made on the printed forms and forwarded in the special envelopes which 
will be supplied by Federal Reserve Banks or Branches on application 
therefor. 

Banking institutions generally may submit tenders fOL account of 
CUstomers provided the names of the customers are set forth in such 
tenders. Others than banking institutions will not be permitted to 



- 2 -
submit tenders except for their own account. Tenders will be receivec 
without deposit from incorporated banks and trust companies and from 
responsible and recognized dealers in investment securities. Tenders 
from others must be accompanied by payment of 2 percent of the face 
amount of Treasury bills applied for, unless the tenders are accompan 
by an express guaranty of payment by an incorporated bank or trust 
company. 

Immediately after the closing hour, tenders will be opened at th 
Federal Reserve Banks and Branches, following which public announceme 
will be made by the Treasury Department of the amount and price range 
of accepted bids. Only these submitting competitive tenders will be 
advised of the acceptance or rejection thereof. The Secretary of the 
Treasury expressly reserves the right to accept or reiect any or all 
tenders, in whole or in part, and his action in any such respect shal 
be final. Subject to these reservations, noncompetitive tenders for 
each issue for $200,000 or less without stated price from anyone 
bidder will be accepted in full at the average price (in three decima 
of accepted competitive bids for the respective issues. Settlement f 
accepted tenders in accordance with the bids must be made or complete 
at the Federal Reserve Bank on December 30, 1971, 
in cash or other immediately available funds or in a like face amount 
Treasury bills maturing December 30, 19710 Cash and exchange tend 
will receive equal treatment. Cash adjustments will be made for 
differences between the par value of maturing bills accepted in 
exchange and the issue price of the new bills. 

Under Sections 454 (b) and 1221 (5) of the Internal Revenue Cod 
of 1954 the amount of discount at which bills issued hereunder are se 
is considered to accrue when the bills are sold, redeemed or otherwiE 
disposed of, and the bills are excluded from consideration as capital 
assets. Accordingly, the owner of Treasury bills (other than life 
insurance companies) issued hereunder must include in his income tax 
return, as ordinary gain or loss, the difference between the price pl 
for the bills, whether on original issue or on subsequent purchase, ~ 
the amount actually received either upon sale or redemption at matur: 
during the taxable year for which the return is made. 

Treasury Department Circular No. 418 (current revision) and thit 
notice, prescribe the terms of the Treasury bills and govern the 
conditions of their issue. Copies of the circular may be obtained fJ 
any Federal Reserve Bank or Branch. 

000 



The Department of the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

MEMORANDUM FOR THE PRESS December 17, 1971 

The Treasury has issued a new regulation permitting exchanges 

of "freedom shares" for Series H s~wings bonds, an option that has 

been available to holders of Series E bonds for over 10 years. 

Owners of the shares may exchange them, either alone or in combi

nations with Series E bonds, for Series H bonds without re2ard to the 

$5,000 annual limitation on Series H bond holdings. 

Under the rules set out in the attached regulation, exchanges 

may be made either (1) with deferral of reporting for Federal 

income tax purposes of the accumulated interest on the securities 

exchanged to the year in which the Series H bonds are redeemed, dis

posed of or reach final maturity, whichever is earlier, or (2) with

out tax deferral. 

The regulation, published in the Federal Register on December 15, 

1971, becomes effective on January 1, 1972. 

C-222 
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Title 31-MONEY AND 
FINANCE: TREASURY 

Chapter II-Fiscal Service, 
Department of the Treasury 

SUBCHAPTER B-BUREAU OF THE PUBLIC DEBT 

PART 339-EXCHANGE OFFERING 
Of U.S. SAVINGS BONDS, SERIES H 
The regulations set forth in Treasury 

Department Circular No. 1036, dated De
cember 31, 1959, as amended (31 CFR 
Part 339) , are hereby further revised and 
amended, and issued as the first revision, 
effective January I, 197.2, as follows: 
See. 
339.0 Olferlng of Series H bonds in exchange 

for Series E bonds and savings notes. 
339.1 Definitions of words and terms as used 

In this circular. 
339.2 Denominations. 
339.3 Exchanges With priv1lege of deferring 

reporting of interest for Federal 
Income tax purposes. 

339.4 Exchanges Without tax deferral. 
339.5 Governing regulations. 
339.6 Flacal agents. 
339.7 Pre6ervatlon of rights. 
339.8 Reservation as to terms of offer. 

AllTHORrry: The provisions of this Part 339 
Issued under seotlons 18, 20, and 22 of the 
Seeond L1berty Bond Act, lIB amended (40 
Stat. 1309, 48 Stat. 343, 49 Stat. 21, 73 Stat. 
621, sJI as amended; 31 U.S.C. 763, 7Mb, 
757c), and 6 U.S.C. 301. 

§ 339.0 Offering of Series H bonds in 
exchange for Series E bonds and 
savinge notes. 

The Secretary of the Treasury, pursu
ant to the authority of the Second Liberty 
Bond Act, as amended, hereby offers to. 
the people of the United States, U.s. Sav
ings Bonds of Series H in exchange for 
outstanding U.S. Savings Bonds of Series 
E and U.S. Savings Notes (freedom 
shares) without regard to the annual 
limitation on holdings for the Series H 
bonds. The Series H bonds offered here
under are those described in Department 
Circular No. 905, current revision, except 
as otherwise specifically provided herein. 
ThIs offering will continue until termi
nated by the Secretary of the Treasury. 
§ 339.1 De6nitioll8 or words and terma 

88 used in this circular. 

Unless the context otherwise requires 
or indicates: 

(a) "Securities" mean outstanding U.S. 
~avings Bonds of Series E and U.S. Sav
l!lgs Notes (freedom shares). 

(b) "Owner" means an owner of secu
rities, except a commercial bank in its 
own right (as distinguished from a repre
sentative or fiduciary capacity) and a 
nonresident alien who is a resident of an 
area with respect to which the Treas
ury Department restricts or regulates 
delivery of checks drawn against funds of 
the United States or any agency or in
strumentality thereof. The term includes 
a registered owner, whether or not a 

RULES AND REGULA nONS 

natural person, either coowner (but only 
the "principal coowner" if Series H bonds 
are requested in a form of registration 
different from that on the securities sub
mitted) , a surviving beneficiary, or any 
other person who would be entitled to re
issue W1der the regulation governing U.S. 
Savings Bonds,' such as, but not limited 
to. any person entitled to succeed to the 
estate of a deceased owner. 

(c) "Commercial bank" means a bank 
accepting demand deposits. 

(d) "Interest" means the increment 
in value on Series E savings bonds and 
on savings notes. 

(e) "Principal coowner" means a co
owner who purchased the securities sub
mitted for exchange with his own funds 
or received them as a gift, legacy or in
heritance or as a result of judical pro
ceedings and had them reissued in co
ownership form, provided he has re
ceived no contribution in money or 
money's worth from the other coowner 
for designating him on the securities. 
§ 339.2 Denominutions. 

Series H bonds, available for use here
W1der, are in denominations of $500, 
$1,000, $5,000 and $10,000. 
§ 339.3 Exchanges wilh privilege of de

ferring reporting of interest for Fed
eral income lax purposes. 

(a) TaX-deferred exchanges. Pursuant 
to the prOvisions of section 1037(a) of 
the Internal Revenue Code of 1954, the 
Secretary of the Treasury hereby grants 
to owners who have not been reporting 
the interest on their securities on an ac
crual basis for Federal income tax pur
})Oses the privilege of exchanging such 
,aecurities for Series H bonds and of con
tinuing to defer reporting of the interest 
on the securities exchanged (except in
terest referred to in paragraph (b) (5) 
of this section) for Federal income tax 
purposes to the taxable year in which 
the Series H bonds received in exchange 
are disposed of, are redeemed, or have 
reached final maturity, whichever is 
earlier." 

(b) Rules governing the exchange. (1) 
Exchange subscription Form PD 3253, 
completed and executed In accordance 
with the instructions thereon, the securi
ties, any cash difference (see subpara
graph (3) of this paragraph), and any 
supporting evidence which may be re
quired under the governing regulations 3 

1 Department Circular No. 630, current re
vision (31 CFR Part 316). Copies may be 
obtained from a.ny Federal Reserve Bank or 
Branch or the Buroo.u of the PubliC Debt, 
Washington, D.C. 20220. 

• The interest pa.ld semiannually by check 
on all Series H bonds, wheth~r issued in 
exchange under thlB or any other section, or 
otherwise, is subject to the Feder&!. Income 
tax for the taxalble yee.r In which it Is re
ceiVed. 

a For example, a beneficiary na.med on 
Series E bonG! would ha.ve to subm.tt proof 
of the death 01. the registered ownl'l' in order 
to exchange such bonds for Series H bonds. 

may be presented or forwarded to any 
authorized agency.' 

(2) A Series H bond issued upon ex
change will be registered in the name of 
the owner of the securities submitted in 
any authorized fOnD of registration. 
However, the "principal coowner" must 
be named as owner or coowner. 

(3) The total current redemption value 
of the securities submitted for exchange 
in any one transaction must amount to 
$500 or more. If the total current re
demption value is in an even multiple of 
$500, Series H bonds must be requested in 
that exact amount. If the total current 
redemption value exceeds $500, but is not 
in an even multiple of $500, the owner 
has the option of furnishing cash nee
e~sary to obtain Series H bonds of the 
next higher $500 multiple, or of receiv~ 
ing payment of the difference between 
the total current redemption value and 
the next lower multiple of $500. For ex
ample. under the rules prescribed in this 
circular, if the securities submitted for 
exchange in one transaction total 
$4,253.33 current redemption value, the 
owner may elect to: 

(i) Receive $4,000 in Series H bonds 
and the amount of the difference, $253.33, 
or 

(ii) Pay the difference, $246.67, neces
sary to obtain $4,500 in Series H bonds." 

(4) Any amount paid to the owner as 
a cash adjustment (as in subparagraph 
(3) (j) of this paragraph) must be 
treated as income for Federal income tax 
purposes for the year in which it is re
ceived up to an amount not in excess of 
the total Interest on the securities 
exchanged.· 

(5) Each Series H bond issued under 
this section will be stamped "EX" or 
"EXCB" to show that it was issued upon 
exchange. Each bond also will bear a 
legend showing how much of its issue 
price represents interest on the securities 
exchanged. This interest must be treated 

• Agents authorized to pay Series E bonds 
and sav1ngs notes are authorized to accept 
and handle exchange subscriptions submit
ted by natural persons whose names are In
scribed on the face of the bonds and. notes 
as owners or coowners In their own right. 
However, lIB e.gents of subscribers they may 
forward any exch1l.Ilge subscription to a Fed
eral Reserve Bank or Branch or the Securi
ties Division, OftIce of the TrellBurer of the 
United States, Washington, D.C. 20220. for 
acceptaDce and handling. 
'If a paylng agent accepts a subscription 

solely for the purpose of forwarding it, or 
if the owner forwa.rds it direct, to a Federal 
Reserve Bank or Branch or to the OffIce of 
the Treasurer of the United States, the re
mittance for the difference, by check or other 
form of exchange (which will be accepted 
subject to collection), must be drawn to the 
order of the Federal Reserve Bank or the 
TreMurer of the United States, DB the case 
may be. The remittance must accompany the 
subscription and the securities to be ex
changed. 

• The amount, if any, paid to the owner In 
excess of the interest Is a repayment on ac
count or the purch8ll8 price of the seC'W'lties 
exchanged, not income. 
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u income for P8dera1 Income tu pur
poeea for the )'ear' in which the Series H 
bond la redeemed. is d1apoeed ot. or 
tIDally matures. whichever 1.8 earlier. 

(6) Tbe Series H bonds w1ll be dated 
as of the first day of the month In which 
the securities. the exchange subscription, 
any necessary ca.sh dtlrerence and sup
porting evidence. if any. are accepted for 
exchange by an authorized agency. 

§ 339." ExchanlN without tax drfrrral. 
Exchanges by owners w'- "\ (a) report 

the Interest on all of their securities an
nually for Federal income tux purposes, 
or (b) who elect to report all such inter
est in the year of the exchange, vr (c) 
who are tax-t!xempt under the prOvisions 
of the Internal Revenue Code of 1954 
and the regulations issued thereunder. 
w11l be handled in the same manner and 
will be governed by the rules prescribed 
for exchanges under § 339.3. However. 
the Series H bonds will not bear the 
legend referred to in I 339.3(c) (5). Any 
part of the cash adjustment received 
which represents interest previously re
ported for Federal income tax pt1I'p06eS 
need not be accounted for. The Series H 
bonds may be registered in the name of 
the owner of the securities submitted in 

lULU AND IEGULAnONS 

excbaqe III IIDJ' autborlM form of 
retUtraUaa.. 
I 339.5 eo.ernla. recul.d .... 

All Bertes H boIlda Iaaued \mder th1I 
circular are subject to the regulations. 
now or hereafter prescribed. cootalned 
in Department Circular No. 530. current 
revision <Part 315 of t.h1s chapter). 

§ 339.6 Fiec:ala~nts. 

Federal Reserve Banks and Branches, 
as fiscal agents of the United States, are 
authorized to perform such services as 
may be requested of them In connection 
with exchanges \mder these regulations. 

§ 339.7 Prest'I"Yation of riPts. 

'Ibe provtsions of Treasury Depart
ment Circulars Nos. 530, 653, and 905. as 
currently revtRd, are hereby modJ1led 
and amended to the extent that they are 
not in accordance with this circular. 
However, nothing contained herein shall 
limit or restrict rights which owners of 
Series H bonda received In earlier 
exchanges have heretofore acquired. 

§ 339.8 Reeen.lion .. to Ie ...... 01 offer. 

The Secretary of the Treasury reserves 
the right to reject any exchange sub-

ICriptlOll for Sert. H bonda, In whole 01 
in part, and to re1uae to iMue or pennll 
to be luued bere\D1der anJ such bond.! 
In aa,y cue or aD)' c1ua or classes of case. 
If he deems such act.ion to be In thl 
public interest, and hLs action In an) 
such respect shall be ftnal. 

The foregoinc revision and amendmen 
Is made lor the purpose of rrantinlt IA 
owners of savings notes the same priVi. 
Ieee afforded owners 01 Series E savtn~i 
bonda lor exchanging their lIecurlUes COl 

Series H bonds with or without tax dc. 
ferral. A3 good cause exists for makin, 
this change. which involves public prop. 
erty and contracts relat.ing to the n.~ca 
and monetary affairs of the Unitt'< 
States. I ftnd that notice and public pro
cedures are unnecessary. This actIOn I! 
effected under the provisions of section: 
18.20. and 22 of the Second Libert" Bon~ 
Act. as amended (40 Stat. 1309.48 Stat 
343, 49 Stat. 21. 73 Stat. 621. all &l 

amended; 31 U.S.C. 753. 754b, 757c) . an< 
5US.C.301. 

Dated: December 7, 19'71. 
[BALl JOR" K. CARLOCK, 

Fiscal Asmta!U Secreta,.,. 
[PR Doc.71-181881"1lecl13-1f-71;8:t5 amI 
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The Deportment of the TREASURY 
WASHINGTON, D.C. 20220 

ITrENTION: FINANCIAL EDITOR 

f()R RELEASE 6: 30 P.M., 

riday, December 17,1971. 

TElEPHONE W04·2041 

RESULTS OF TREASURY'S WEEKLY BILL OFFERING 

llie Treasury Department announced that the tenders for two series of Treasury 
oills, one series to be an additional issue of the bills dated September 23, 1971 , and 
the other series to be dated December 23, 1971 ,which were offered on December 10 1971 , , 
~ere opened at the Federal Reserve Banks today. Tenders were invited for $ 2 300 000 000 . $ , , , 
or thereabouts, of 91 -day bl11s and for 1,600,000,000 or thereabouts, of 182 -day 
oills. The details of the two series are as follows: 

WGE OF ACCEPTED 91 -day Treasury bills 182 -day Treasury bills 
WMPETITIVE BIDS: maturins; March 23, 1972 maturing June 222 1972 

Approx. Equiv. Approx. Equiv. 
Price Annual Rate Price Annual Rate 

High 99.004 3.940% 97.866 4.221% 
Low 98.974 4.059% 97.837 4.278% 
Average 98.983 4.023% 11 97.845 4.263% Y 

91% of the amount of 91-day bills bid for at the low price was accepted 
66% of the amount of 182-d~ bills bid for at the low price was accepted 

roT~ TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS: 

District AEElied For AcceEted AEElied For Acce,Eted 
Boston $ 41,760,000 $ 41,760,000 $ 12,535,000 $ 2,535,000 
New York 2,613,410,000 1,776,510,000 2,215,120,000 1,229,315,000 
Philadelphia 27,155,000 12,155,000 3,940,000 3,170,000 
Cleveland 24,915,000 24,915,000 21,205,000 13,725,000 
Richmond 9,025,000 9,005,000 10,530,000 7,030,000 
Atlanta 42,420,000 35,420,000 35,635,000 19,295,000 
Chicago 196,435,000 183,165,000 162,835,000 48,285,000 
St, Louis 74,115,000 69,075,000 62,690,000 44,690,000 
Minneapolis 18,765,000 18,765,000 12,795,000 8,795,000 
IWlsas City 29,435,000 28,345,000 12,970,000 7,920,000 
Dallas 33,715,000 16,535,000 29,425,000 7,425,000 
San Francisco 109,515,000 85,080,000 329 2°°5,000 208,055,000 

TOTALS $3,220,665,000 $2 , 300 , 730,000 !J $2,908,685,000 $1,600,240,000 E.J 

Y~cludes $181,100,000 noncompetitive tenders accepted at the average price of 98.983 
YmclUdes $ 87,295,000 noncompetitive tenders accepted at the average price of 97.845 
YThese rates are on a bank discount basis. The equivalent coupon issue yields are 

4.13 % for the 91-day bills, and 4.43% for the 182 -day bills. 



Remarks of John B. Connally 

Secretary of the Treasury 

at the Swearing-in Ceremony of 

Mrs. Alejandro Romana Banuelos as 

Treasurer of the United States 

December 17, 1971 

Washington, D. C. 



I T A 1< ESP [ C I f\ L P L [ A S LJ f~ [ I N G [,: [ [ T I fJ C 

r1RS, ALEJANDRO ROI.'IJ\iU\ BAr~UELOS) UrO[J THE 

AD~lINISTRf\TION OF TilE OATH or:- OFFICE TO 

BE TREASURER or- THE Ur~ITEn STinES, 

As TREASURER, MRS. BANUELOS WILL BE 

RESPONSIBLE BY LAW FOR THE RECEIPT, 

CUSTODY J AND D I SJ3 URSErlIEr~T OF v I RTUALL Y ALL 

PUBLIC MONEYS) AND FOR MAINTAINING RECORDS 

OF THE SOURCE AND DISPOSITION OF THESE 

FUNDS, 

A PRESIDENTIAL APPOINTMENT IS A HIGH 

HONOR FOR ANY PERSON) AND THE POST OF 



TREI\SURU\ or THE llln lTD STIITES IS OtlE or 

HIGH RESPONSIBILITY. 

APPOI I~T['iEtn J I \'WULD LI KE TO QUOTE 

PRES I DEtJT :'1I>~0[~' S \,WRDS \'JHE;~ HE MJrWUfKED 

SEPTEt,mER. HE SAID: 

"S I NCE THE TRAG I C AND Uf'H H1E L Y 

DEATH OF DOROTHY ANDREWS KABIS ON 

JULY 3, 't1E HAVE SEARCHED THE 

COUNTRY FOR A PERSON OF TRULY 

OUTSTANDrrJG CREDENTlhLS AND 



ABILITY TO SUCUTD Il[l~ !\S Tr\E!\SUf\~r~, 

I \'/AS DE L I GflTED TO r I WJ SUCH A 

PER S 0 i-: It J ::1 f\ S,B!\!l U E LOS . I r ~ 

HER EXTRAORDINARILY SUCCESSFUL 

CAREER AS A SELF-t-iADE BUSIfiESS\'Wf-IAf!, 

MRS. BANUELOS HAS DISPLAYED 

EX C E P T ION A LIN I T I A T I V E ) PER S EYE. P !\; ~ C ~ 

AND SKILL. II 

THE PRESIDENT HAD ADDITIONAL, HIGHLY 

COMPLIMENTARY, THINGS TO SAY ABOUT 

f.1RS. BANUE LOS - A~JD V~E ALL KUOH AI'JD 

SHl\RE HIS SEI'lTl!'1E!HS. 



PERSOf'l TO HOLD Til ISO; rICE -- Ar'lD SHE 

ONE CAU SEE VERY CLEARLY Ii-! THE EYES 

OF HER HUSB!\[m AND HER CH I LDRl::N T:~J~T 

THEY APPRECIATE THE SIG~IFICANCE OF 

TH IS not·1EUT, Or'lE READS I N THE 

FA C E S 0 F ", R, l\ L E J Id m R 0 ( A LA H.4 r·m R 0 ) 

BANUELOS, AtJD ~iARTI N TORRES ~,COSTA, 

CARLOS TORRES ACOSTA) MISS ROMONA 

BANUELOS ACOSTA, AND ~LEJANDRO 

BANUELOS) JR,) OF THEIR GREAT LOVE 

AND PRIDE, TilE PRESE:ilCE I-E~RE TODAY) 



OF THE Cor!CJf\[~SS AN!) n!\I,~Y OF IIE:R 

F R 1 END S 13 ESP [(I, I( S T! [ [ Q lJ /\ LIT Y !\ tID 

cm~ SE QlJ F: :~CE OF HE!\ N [\'1 ROl!:. I 

MRS I B!-d'lUE LOS I S E~H N ENTL Y 

QUALIFIED FOR HER OFFICE, SHE 

IS CHf\, I Rr'i/\N OF THE BOAf~D OF THE: 

PAN I\r'lERICAN NATIOIlAl BMJI( OF 

EAST Los A~JGE LE S; HAY Ir~G BE Ei'! ELECTED 

IN 1968) AND REELECTED IN 1~69 AND 

1971, SHE I S O~!E OF THE OR I G I !!AL 

FOUNDERS OF THE BMIIC 



r'~ f) (' n / I : IJ 1- I (' (' /' L (' r, J C' f)' -, [' (' J 1 ' r- r ' I-I \ c' I LJ \ " _ J ,:' \ ,-) \" . ,J I \ V _.1 i', I, , 

AND CHI E r 0 F n FT fU\ T J 0 J : S 0 F ~ 0: i 0 i ')/\ 

f-kx I cr\t~ FOOD PR OD UCTS; \,111 I C H SI~ [ 

FOUt'DI:D I r I 1 q/,t(J 1'4 L:.. ~._.~ j • .J. SH[ STflRTED 

THAT BUS Hl ES S viI TH THO EfllP LOYEE S; 

AND TOD/\Y THE cm'IP A!'lY EnPLOYS OVER 

300 TO DI STRI DUTE ;·1EXI CJ\:J FOOD 

PRODUCTS ACROSS THE N/\TIO::; FRO!.'I 

I TS BASE rr~ GA8Dr:rIA J CALI FOPi] I A I 

BORN IN ~IAMI) ARIZONA) 

EDUCATED 114 ~AGU/\R I CI-11 C (ru\ OUAR EF. C-H:: [lJ J 



8 

A nun tJ C HAn U:T Ii'~ T1(E II r Gi \ S I [R!\AS 

IN THE STATE OF CI1IllU!i!\UAJ fkxICO. 

SHE HAS ALSO L I VC:D I N THE: Tovn·j OF 

CANANEA IN THE STATE OF SONORA; 

r·1EX I CO . 

HONORS AND RECOGilITION HAVE 

COME TO ~~S, BANUELOS AS NATURALLY 

AS THE SUN RISES EACH ["'IORt'nNG; FOR 

HER INTERESTS GO BEYOND HERSELF. 

NOT ONLY HAS SHE PROVEN HERSELF 

AN ABLE BANK EXECUTIVE; BUT AS 

CHA 1 RrV~I'l OF THE BOARD OF THE B!\j~l( 

SHE HAS SEEll TO I T THAT THE ~'lEX I C/1JJ~ 

A~1ERICAi~ CO[,irWrnTY OF 1:I\ST Los ,~r~G[u::s 



HAS DEt~[I:ITED SUDST/\;!TlhLLY HI 

BAil f( I S RES 0 l JR C f: S A r ~ D Ii'~ T r: :\ [ ST. 

~RS, BAIW [LOS) I Ai·1 DEL I GHTl::D 

TO HAVE THIS OPPORTUNITY TO JOIN 

vnTH YOUR Ff-d·lILY AND FRIENDS 0[\) 

THIS AUSPICIO!JS OCC!-\SIO[~, THE POST 

OFT R E f\ SUR E R 0 F THE LJ i JI T 1: D S T !\ T E SIS 

ONE OF UNIQUE DISTINCTION. I KNO\,! 

YOU \,11 LL BR I NG TO I T A Ii I GH MEASURE 

OF GRACE AND QUALITY, 

000 



Price 
Commission 

FOR I.MfVIEDIATE RELEASE 

news 
Office of Public Affairs 
Room 7316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202·254-8540 

DECEMBER 18, 1971 

Price Commission Chairman C. Jacksorl Grayson, Jr., today 

requested the Internal Revenue Service to determine whether or 

not approximately one-half of the large retail and wholesale 

organizations in the country may have increased prices in viola-

tion of Price Commission regulations. 

Chairman Grayson pointed out that approximately half of the 

large retail and wholesale organizations required to pre-notify 

with Price Commission have complied with this requirement. A 

list of those companies that have filed PC-IRIs with the Price 

Conunission was released today. The list may not be complete in 

lliat some filings may have been misdirected. 

Under Price Commission regulations, retailers with annual sales 

of more than $100 million are requi red to file form PC-lR with the 

Commission and post base prices before increasing their prices. 

Chairman Grayson noted that under present regulations the 

Price Commission can request the Depcu'"tment of Justice to seek an 

injunction which requires any firm in violation of the pre-notifica-

tion requirements to roll back prices to the base price level. 

Release #35 

Attachment 



RETAILERS AND WHOLESALERS 

PRE-NOTIFICATION FIRMS THAT HAVE FILED 
as of December 17, 1971 

A. T. Massey Coal Co., Inc. 
Acme Markets Inc. 
Aleo Standard Corp. 
Alfred M. Lewis Inc. 
Allied Supermarkets Inc. 
Alterman Foods Inc. 
American Seaway Foods Inc. 
Applebaums Food Markets 
Arden-Mayfair Inc. 
Associated Food Stores Inc. 
Associated Grocers of Colo. 
Associated Grocers Inc. 
Associated Grocers 
Associated Grocers Co. St. Louis 
Associated Wholesale Grocers 
Baza'r Inc. 
Beatrice Foods Co. 
Bohack Corp. 
Bormans Inc. 
Casper Tin Plate Co. 
Central Kansas Power Co., Inc. 
Central Steel & Wire Co. 
Certain-Teed Corp. 
Certified Grocers of Calif. 
Charter Oil Co. 
Chatham Super Markets Inc. 
Chromalloy American Corp. 
Clark Equipment Co. 
Coastal States Gas Producing Co. 
Colonial Stores Inc. 
Consolidated Foods Corp. 
Crown Zellerbach Corp. 
Cullum Companies Inc. 
Daitch Crystal Dairies Inc. 
DiGiorgio Co. 
Ducommum Inc. 
Earle M. Jorgensen Co. 
F. W. Woolworth Co. 
Farmland Industries Inc. 
Federated Department Stores 
Fed-Mart Corp. 
First National stores Inc. 

MORE 

Fisher Foods Inc. 
Fleming Co., Inc. 
Food Fair Stores Inc. 
Foodarama Supermarkets Inc. 
Frankford-Quaker Grocery Co. 
Fromm and Sichel Inc. 
Furr's Inc. 
Gambles Skogmo Inc. 
Giant Food Inc. 
Gas Service Co. 
Gordon Jewelry Corp. 
Graham Paper Co. 
Grand Union Co. 
Great Atlantic & Pacific Tea Co. 
Great Scott Super Market 
Grocers Supply Co., Inc. 
Grumman Corp. 
Gulf & Western Industries Inc. 
H. E. Butt Grocery Co. 
High-Low Foods Co. 
Houston Natural Gas Corp. 
Hy-Vee Food Stores Inc. 
Indiana Farm Bureau Inc. 
Instrument Systems Corp. 
J. C. Penny Co., Inc. 
J. Weingarten Inc. 
Jewel Companies Inc. 
John Morrell Co. 
Kane-Miller Corp. 
King Kullen Grocery Co., Inc. 
Knudsen Corp. 
Kroger Co. 
L. S. Ayres & Co. 
Lauhoff Grain Co. 
Libby, McNeil & Libby 
Longs Drug Stores Inc. 
Lucky Stores Inc. 
M. & C. Enterprises 
Macke Co. 
Marsh Supermarkets Inc. 
Massey-Ferguson Inc. 
Meijer Inc. 



Metropoli tan Tobacco Co., Inc. 
~ssissippi Power & Light Co. 
Montana-Dakota Utili ties Co. 
Morse Shoe Inc. 
Munford Inc. 
Nash-Finch Co. 
National Tea Co. 
Neisner Bros., Inc. 
Nissho- Iwai American Corp. 
Norton Simon Inc. 
Ogden Corp. 
Pacific Gaml?le Robinson Co. 
pangtes Master Markets Inc. 
~y Less Drug stores 
Penn Fruit Co., Inc. 
Pittsburgh-Des Moines Steel Co. 
Price Paper Corp. 
Purex Corp., Ltd. 
fublix Supermarkets Inc. 
fueblo International Inc. 
Rkhrnond Food stores Inc. 
Rohm & Haas Co. 
Rosos Stores Inc. 
Rowndys Inc. 
S. M. Flickinger Co., Inc. 
Safeway Stores Inc. 
Schwegmann Bros. Giant Supermarkets 
Scot Lad Foods Inc. 
Scrivner-Boogaart Inc. 
Seaboard Coast Line Railroad Co. 
Sears Roebuck & Co. 
~urfine-Central Corp. 
Sony Corp. of America 
Southern States Cooperative 
Southland Corp. 
Spartan Stores Inc. 
Springfield Sugar & Products 
Standard In terna tional Corp. 
Super Value Stores Inc. 
~per Food Services Inc. 
SySCO Corp. 
The Boy's Market Inc e 

The Wickes Corp. 
The Williams Co. 
Thorofare Markets Inc~ 
Thriftimart Inc. 
Time Insurance Co. 
Tubesales Superior Tube Co. 
Twin County Grocers Inc. 

000 

U. S. PlytlJood' 
United Grocers Ltd. 
Utah Wholesale Grocery 
Volh:swagon of America Inc. 
~~R United Corp. 
W. T. Grant Co. 
Waldbaum Inc. 
Watterau Foods Inc. 
West Coast Grocery Co. 
Western Electric Co., Inc. 
White Consolidated. Industries Inc. 
Winn-Dixie Stores Inc. 
Wittaker Corp. 
Woodward & Lothrop Inc. 
Xerox Corp. 



18th December, 1971 

PRESS COMMUNIQUE OF THE 
MINISTERIAL MEETING OF THE GROUP OF TEN 

ON 17TH - 18TH DECEMBER, 1971 
IN WASHINGTON, D. C. 

1. The Ministers and Central Bank Governors of the ten 
countries participating in the General Arrangements to Borrow 
met at the Smithsonian Institution in Washington on 17th - 18th 
December, 1971, in executive session under the Chairmanship 
of Mr. J. B. Connally, Secretary of the Treasury of the United 
States. Mr. P.-P. Schweitzer, the Managing Director of the 
International Monetary Fund, took part in the meeting, which 
was also attended by the President of the Swiss National Bank, 
Mr. E. Stopper, and in part by the Secretary-General of the 
D.E.C.D., Jonkheer E. van Lennep, the General Manager of the 
Bank for International Settlements, Mr. R. Larre, and the 
Vice-President of the Commission of the E.E.C., Mr. R. Barre. 
The Ministers and Governors welcomed a report from the 
Managing Director of the Fund on a meeting held between their 
Deputies and the Executive Directors of the Fund. 

2. The Ministers and Governors agreed on an inter-related 
set of measures designed to restore stability to international 
monetary arrangements and to provide for expanding international 
trade. These measures will be communicated promptly to other 
governments. It is the hope of the Ministers and Governors that 
all governments will cooperate through the International Monetary 
Fund to permit implementation of these measures in an orderly 
fashion. 

3. The Ministers and Governors reached agreement on a 
pattern of exchange rate relationships among their currencies. 
These decisions will be announced by individual governments, 
in the form of par values or central rates as they desire. 
Most of the countries plan to close their exchange markets on 
Monday. The Canadian Minister informed the Group that Canada 
intends temporarily to maintain a floating exchange rate and 
intends to permit fundamental market forces to establish the 
exchange rate without intervention except as required to 
maintain orderly conditions. 
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4. It was also agreed that, pending agreement on longer-
term monetary reforms, provision will be made for 2-1/4 
percent margins of exchange rate fluctuation above and below 
the new exchange rates. The Ministers and Governors recognized 
that all members of the International Monetary Fund not 
attending the present discussions will need urgently to reach 
decisions, in consultation with the International Monetary 
Fund, with respect to their own exchange rates. It was the 
view of the Ministers and Governors that it is particularly 
important at this time that no country seek improper competi
tive advantage through its exchange rate policies. Changes 
in parities can only be justified by an objective appraisal 
which establishes a position of disequilibrium. 

5. Questions of trade arrangements were recognized by 
the Ministers and Governors as a relevant factor in assuring 
a new and lasting equilibrium in the international economy. 
Urgent negotiations are now under way between the United 
States and the Commission of the European Community, Japan, 
and Canada to resolve pending short-term issues at the earliest 
possible date and with the European Community to establish an 
appropriate agenda for considering more basic issues in a 
framework of mutual cooperation in the course of 1972 and 
beyond. The United States agreed to propose to Congress a 
suitable means for devaluing the dollar in terms of gold to 
$38.00 per ounce as soon as the related set of short-term 
measures is available for Congressional scrutiny. Upon 
passage of required legislative authority in this framework, the 
United States will propose the corresponding new par value of 
the dollar to the International Monetary Fund. 

6. In consideration of the agreed immediate realignment 
of exchange rates, the United States agreed that it will 
immediately suppress the recently imposed 10 percent import 
surcharge and related provisions of the Job Development Credit. 

7. The Ministers and Governors agreed that discussions 
should be promptly undertaken, particularly in the framework 
of the IMF, to consider reform of the international monetary 
System over the longer term. It was agreed that attention 
Should be directed to the appropriate monetary means and 
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division of responsibilities for defending stable exchange 
rates and for insuring a proper degree of convertibility of 
the system; to the proper role of gold, of reserve currencies, 
and of Special Drawing Rights in the operation of the system; 
to the appropriate volume of liquidity; to re-examination of 
the permissible margins of fluctuation around established 
exchange rates and other means of establishing a suitable 
degree of flexibility; and to other measures dealing with 
movements of liquid capital. It is recognized that decisions 
in each of these areas are closely linked. 



The Department of the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

FOR IMMEDIATE RELEASE December 20, 1971 

TRSASURY'S MONTHLY BILL OFFERING 

The Treasury Departmen,t, by this public notice, invites tenders for 
~o series of Treasury bills to the aggregate amount of $ 1,700,000,000, 
or thereabouts, for cash and in exchange for Treasury bills 
maturing December 31, 1971, in the amount of $1,701,550,000, 
as foll ows : 

274-day bills (to maturity date) to be issued December 31,1971, 
in the amount of $500,000,000, or thereabouts, representing an 
additional amount of bills dated September 30,1971, and to mature 
September 30,1972 (CUSIP No.912793 NL6 ) ,originally issued in the 
amount of $1,200,730,000, the additional and original bills to be 
freely interchangeable. 

366-day bills, for $ 1,200,000,000, or thereabouts, to be dated 
December 31, 1971, and to mature December 31, 1972 
(CUSIP No. 912793 NP7) 0 

The bills 'of both series will be issued on a discount basis under 
competitive and noncompetitive bidding as hereinafter provided, and at 
maturi ty the i r face amoun t will be payable without interest. They wi 11 
be issued in bearer form only, and in denominations of $10,000, $15,000, 
$50,000, $100,000, $500,000 and $1,000,000 (maturity value). 

Tenders will be received at Federal Reserve Banks and Branches up 
to the closing hour, one-thirty p.m., Eastern Standard 
time, Tuesday, De(~ember 28, 1971. Tenders will not be received 
at the Treasury Department, Washington. Each tender must be for a 
minimum of $le,OOO. Tenders over $10,000 must be in mUltiples of 
$5,000. In the case of competitive tenders the price offered mu~t 
be expressed on the basis of 100, with not more than th~ee decimals, 
e.g. 99.925. Fractions may not be used. (Notwithstanding the fact 
that the one-year bills will run for 366 days, the discount rate will 
be computed on a bank discount basis of 360 days, as is currently the 
practice on all issues of Treasury bills.) It is urged that tenders be 
~de on the printed forms and forwarded in the special envelopes which 
will be supplied by Federal Reserve Banks or Branches on application 
therefor. (OVER) 



- 2 MO 

Hanking institutions' generally rna,. lIubmit tenders for account of 
cust00.(rc; provided the names of the customers are set forth in such 
tende:~. Others than banking institutions will not be permitted to 
submi: tenders except for their own account. Tenders will be received 
fo;rh;l~t \1r:po~it fcom incorporated banks and trust companies and from 

",:" ,,:'i))~ dnd l-ecognized dealers in inveSbment securities. Tenders 
.lll'-'L-::; rr'usc be accompanied by payment of 2 pe["cent of the face 

"t !,Ii i :f Tl~easury bills applied for, unless the tenders are 
"!,,, 'lit::Q by an express guaranty of payment by an incorporated bank or 

,~;~r:~~'('l'{ :Jrtc'l- the closing hour, tenders fvill be openf'd at the 
>:.1,'; ,I kt:scrve Banks and Branches, follmving \diich public announcement 
, ; 1; ~nadf' bv the Treasury Department of the amount and price range of 
" .:c:~;t.~,·l hid~,. Only those submitting competitive tenders will be 

~,;vi .<i uf the acceptance or re,iection thereof. The Secretary of the 
i' ~") ;-', expressly reserves the right to accept or reject any or all 
.IJl,,-, In whc.le or in part, and his action in any such respect shall 
: ,:~ ~,',: Subject to these reservations, noncompetitive tenders for 
c~C[ i;~ue for $200,000 or less without stated price from anyone bidder 
..-t';.~ -{,C accepted in full at the average price (in three decimals) of 
F-11.;r'cprsd competitive bids for the respective issues. Settlement for 
'('Cic.l.C'rl tenders in accordance with the bids must be made or completed 
at L:~,~J Federal Reserve Bank on December 31,1971, 
in ca;-~'l or other immediately available funds or in a 1 ike face amount of 
Treasury bills maturing December 31, 1971; provided however, that 

settlement for tenders submitted to the Federal Reserve Bank of 
Minneapolis and Dallas, or to the Federal Reserve Bank Branches in 
Little Rock, El Paso, Houston and San Antonio, must be completed at tho~ 

Banks or.Branches on January 3, 1972, and must include three days' 
accru:d l.nterest if settlement is made with other than Treasury bills 
matu~1ng December 3l.C~sh and exchange tenders will receive equal treate 

(,;,.3 rl dCljustrllents \·,ill be made for differences betltJeen the par value of 
'l::tl.:!'j .t·< bills accepted in exchange and the issue price of the new bills 

~ 

l.';cr S('ct il)nS 1+54 (h) and 1221 (5) of the Internal Revenue Code of 
i9,L ii' ;,mn'.lnt of disc1.1unt at which bills issued h'2t-euncier are sold is 
"_l< ,.' , .. c .. _rl_1L' (-'hen the bills are sold, rede£·;ned or otherwise 
,-,1.-':1",';': L', ~lticl the bills are excluded from consi<ir:,raLion as capital 
a~Sl: Accordingly, the owner of Treasury bills (other than life 
iilS i 'l';>Ke C ompar1 ies) issued hereunder mus t incl ude in his inc ome tax 
(I:~!::~, as ordinary gain or loss, the difference between the price paid 
i .':1" , 1,', bills, \yhether on original issue or on subsequent purchase, and 
Liii: ;'~·'un[ actually received either upon sale or redemption at maturity 

;! ::; .!::,: the taxable year for which the return is made. 

;'t."asury Department Circular No. 418 (current revision) and this 
. prescrihe the terms of the Treastlry bills and govern the 

:.' ~"lns of their issue. Copies of th~ circular may be obtained from 
"1)' I ,:1 Reserve Bank or Branch. 



The Department of the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

FOR IMMEDIATE RELEASE December 21, 1971 

WITHHOLDING OF APPRAISEMENT ON 
RAILWAY TRACK MAINTENAl~CE EQUIPMENT FROM AUSTRIA 

Assistant Secretary of the Treasury Eugene T. Rossides 
announced today that the Bureau of Customs is instructing 
Customs field officers to withhold appraisement of railway 
track maintenance equipment from Austria pending a determination 
as to whether this merchandise is being sold at less than fair 
value within the meaning of the Antidumping Act, 1921, as 
amended (19 US.C. 160 et seq.). 

Under the Antidumping Act the Secretary of the Treasury 
is required to withhold appraisement whenever he has reasonable 
cause to believe or suspect that sales at less than fair value 
may be taking place. 

A final Treasury decision in this investigation will be 
made within three months. Appraisement will be withheld for a 
period not to exceed 6 months from the date of publication 
of the "Withholding of Appraisement Notice" in the Federal 
Register. 

Under the Antidumping Act, a determination of sales in 
the United States at less than fair value requires that the 
case be referred to the Tariff Commission, which would then 
consider whether an American industry was being injured. Both 
dumping margins and injury must be shown to justify a finding 
of dumping under the law. 

The total value of railway track maintenance equipment im
ported from Austria during the period from July 1970 through 
September 1971 amounted to approximately $1.1 million. 

# # # 



The Department of the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

December 20, 1971 

FOREIGN-PRODUCED PROPERTY NOW ELIGIBLE FOR 
JOB DEVELOPMENT INVESTMENT CREDIT 

Pursuant to provisions of the Revenue Act of 1971, as 

a result of the removal of the import surcharge, property 

produced abroad or predominantly of foreign origin (e.g., less 

than 50% of the basis of which is attributable to value added 

within the United States) will qualify for the Job Development 

Investment Credit if acquired on or after December 20, 1971, 

provided the property was not ordered during the surcharge period 

(August 16 through December 19, 1971, inclusive). Prpperty 

constructed by a taxpayer for his own use will qualify if 

construction was not begun during the surcharge period. 

000 



The Deportment of the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

FOR IMMEDIATE RELEASE 
December 21, 1971 

TREASURY ANNOUNCES EFFECTIVE DATE 
FOR CONSISTENT ACCOUNTING FOR INVESTMENT CREDIT 

The Revenue Act of 1971 requires a taxpayer who 
claims the job development investment credit to disclose 
in financial reports subject to the jurisdiction of any 
Federal agency the method of accounting for the credit. 
The taxpayer is also required to account for the credit 
consistently in these reports, unless given permission 
to change the method of accounting by the Secretary of 
the Treasury or his delegate. 

In answer to inquiries, Treasury said today that 
December 10, 1971 -- the date President Nixon signed the 
Act -- is the effective date of the consistency in 
accounting requirement. Both Section lOl(c) of the 
Act and the report of the Congressional Conference 
Committee which considered the legislation indicate that 
the requirement was to be effective on the date the 
measure was signed into law by the President. 

Accordingly, in financial reports which are issued 
on or after December 10, 1971, and which are subject to 
the jurisdiction of a Federal agency, a taxpayer need 
not account for the investment credit in the same manner 
as in his prior reports. However, once the taxpayer 
has used a particular method of accounting for the credit 
in reports issued on or after December 10, 1971, he must 
retain that method in all subsequent reports unless 
permitted to change by the Secretary-of the Treasury or his 
delegate. 

000 
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The Department of the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

FOR RELEASE 6: 30 p. m. , 
~esda.y, December 22, 1971. 

RESULTS OF TREASURY'S OFFERING OF $2.5 BILLION TAX ANTICIPATION BILLS 

'lhe Treasury Department annolU1ced that the tenders for two series of 'l'reasury 
Tax Anticipation bills, one series to be an additional issue of the bills dated 
December 1, 1971, and the other series to be an additional issue of the bill::: datecl 
December 13, 1971, which were offered on December 16, 1971, were opened at the /r:::clE:Tal 
Reserve Banks today. Tenders were invited for $1,500,000,000, or thereabouts, of IH
d~ bills and $1,000,000,000, or thereabouts, of 175-day bills. The details ~f thr::: 
two series are as follows: 

RANGE OF ACCEPTED 
COMPETITIVE BIDS: 

High 
Low 
Average 

114-day Treasury bills 
maturing April 21, 1972 

Approx. Equiv. 
Price Annual Rate 

98.804 §:/ 
98.771 
98.782 

3.777% 
3.881% 
3.846% 1-/ 

175-day Treasury bills 
maturing June 21 , 19n 

Approx. Equiv. 
Price Annual Rate 

98.065 E.I 
98.017 
98.030 

3.981 
4.079 
4.053 11 

Excepting 2 tenders tot8.J..ing $300,000; E./ excepting 4 tenders totaling $4,600,000 

33 % of the amount of ll4-day bills bid for at the low price "lvas accepted 
34 % of the a.m.OlU1t of 175-day bills bid for at the low price was accepted 

roTAL TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DIS TRICTS : 

District AEElied For AcceEted AEI21ied For AcceEted 

fuston $ 265,700,000 $ 100,355,000 $ 80,000,000 $ 6,000,000 

New York 1,237,400,000 247,400,000 1,105,000,000 216,570,000 

fuiladelphia 134,750,000 67,820,000 123,450,000 32,660,000 

Cleveland 208,050,000 104,750,000 ll4,800,000 46,500,000 

Richmond 22,670,000 9,420,000 15,625,000 6,625,000 

Atlanta 131,805,000 84,135,000 61,215,000 56,26:),000 

Chicago 372,450,000 218,950,000 350,085,000 115 ,5 9t) ,000 

St. LOUis 85,615,000 47,470,000 112,490,000 62,690,000 

Minneapolis 390,575,000 126,590,000 : 409,185,000 272 ,285 ,000 

ransas City 171,590 ,000 116, 7 90 ,000 : 120,070,000 77 ,980,000 

Dallas 251,450,000 201,650,000 : 67,250,000 40,290,000 

San Francisco 291,700,000 175,200,000 : 161,700,000 66,560,000 

TOTALS $ 3,563,755,000 $1,500,530,000sl $ 2,720,870,000 $ 1,000,020/)00 ~ 

U mcludes $289 805 000 noncompetitive tenders accepted at the average price of 98.782 
y Includes $236' 320' 000 noncompeti ti ve tenders accepted at the average price of 98.030 

~ese rates a:e o~ a bank discount basis. The equivalent coupon issue yields are 
3.96 % for the 114-day bills, and 4.20 % for the 175-day bills. 



FOR ThMEDIATE RELEASE 
December 22, 1971 

EXECUTIVE OFFICE OF THE PRESIDENT 

COST OF DelS 
LIVING COUNCIL 

Offiee nf Pub lie Affairs 
Room 4013 
Washington, D.C. 20507 
Phone. 202-254-- 3240 

Statement by the Cost of Living Council 
on the Consumer Price Index for November 1971 

The report on the Consumer Price Index issued today provides additional 
evidence of the progress that has been made in the effort to achieve 
reasonable price stability. It indicates that the annual rate of increase 
in the cost of living was reduced to 1.7 percent during the three months 
ending in November from the 4.1 percent rate that had prevailed over the 
six months prior to August. 

This performance of the consumer price index over the last months, 
essentially the freeze period, is encouraging. Most of these data 
were collected before the end of the freeze. The price adjustments 
which have accompanied the transition from the freeze to the system 
of wage and price controls could result in larger increases in the 
consumer price index over the coming months, reflecting some of the 
pressures which built up during the freeze. However, a somewhat more 
rapid increase in the consumer price index which is anticipated during the 
first few months of the post-freeze program would not be inconsistent with 
the achievement of the Administration's goal of reducing the rate of 
inflation by 50 percent by the end of 1972. 

The stabilization program has been even more effective than these gross 
figures indicate. Significant parts of the continuing small rise in 
living costs have resulted from factors which are not subject to control. 
One of these factors is the increase that has taken place in State and 
local taxes, including property taxes, as well as sales and excise taxes. 
Conversely, the repeal and refund of the Federal excise tax on new auto
mobiles has nearly offset the increase in other taxes, as shown by 
revisions in the Consumer Price Index for the August-to-October period. 

The import surcharge, and higher prices for imported commodities also 
have contributed to the continuing small rise in the Consumer Price 
Index. The commodities affected include such things as new cars, radio 
and television sets, alcoholic beverages t some apparel, and other items. 

CLC-46 
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Same increases in prices, both in November and over the last three 
months, have been of a ~casonal nature, which are penni tted tmder 
the regulations. For example, gas rates went up seasonally in November 
in several cities. Fall and winter clothing had been introduced at 
seasonally higher prices in earlier months, and prices of 1972 models 
of new cars were up from discounted prices on old models. Prices of 
all commodities other than food averaged unchanged over the last three 
months, after seasonal adjustment. Food prices rose slightly. Seasonal 
reduct ions in prices are nonnally reported for many of the same i terns in 
subsequent months. 

It also should be noted that the Consumer Price Index is not a precise 
measure of price increases that took place between August and November. 
Because of the procedures used in its compilation, it includes some 
price changes that actually took place before the price freeze began 
on August 15 and after the freeze ended on November 13. A special 
analysis by the Bureau of Labor Statistics showed nearly 9 out of 
10 of the month-to-month price comparisons unchanged or down from 
the previous month in both October and November. Only 10 or 11 
percent increased and many of these could have been pennissable within 
the price control regulations. 

CLC-46 



The Department of the TREASURY 
WASHINGTON, D.C. 20220 

FCR IMMEDIATE RELEASE 

TElEPHONE W04·2041 

Tariff Reductions 
Become Effective January 1 

December 23, 1971 

The final stage of the reciprocal, international Kennedy Round tariff 
reductions will become effective as scheduled Jan. 1, 1972, the Treasury 
Department said today. The average cut in the U.S. rate of duty will be 
five-tenths of 1 percent. The reductions represent the final stage of a 
joint effort begun in 1967 among the world's major trading countries to 
reduce tariff barriers. Several countries, for example, Canada, Switzerland 
and Japan, have already implemented their fifth stage reductions and other 
countries will join the United States in making their final stage reductions 
on January 1. 

The Kennedy Round is the popular name for multilateral trade negotiations 
which took place under the auspices of the General Agreement on Tariffs and 
Trade (GATT) from May 1964 to June 1971. The first of the five stages of 
tariff reductions went into effect on January 1, 1968. 

Estimated dollar value of the 4,865 U.S. import items with tariff 
reductions was about $20 billion in 1970. Reductions will become effective 
for such items as: 

ITEM 

Passenger cars 
Television sets 
Irish & Scotch whiskey 
Canned meats 

REDUCTION IN 
RATE OF DUTY 

·5% 
l.CP/o 
lOt per gallon 
1.5% 

After January 1, 1972, the average U.S. rate of duty on dutiable imports 
will be 9%. 

C-22S 



The Department of the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

FOR IMMEDIATE RELEASE December 23, 1971 

WITHHOLDING OF APPRAISEMENT ON CADMIUM FROM JAPAN 

Assistant Secretary of the Treasury Eugene T. Rossides announced 
today that the Bureau of Customs is instructing Customs field officers 
to withhold appraisement of cadmium from Japan pending a determination 
as to whether this merchandise is being, or is likely to be, sold at 
less than fair value within the meaning of the Antidumping Act, 1921, 
as amended (19 U.S.C. 160 et seq.). 

Under the Antidumping Act the Secretary of the Treasury is required 
to withhold appraisement whenever he has reasonable cause to believe or 
suspect that sales at less thrul fair value may be taking place. 

A final Treasury decision in this investigation will be made 
within three months. Appraisement will be withheld for a period not 
to exceed 6 months from the date of publication of the "Withholding of 
Appraisement Notice" in the Federal Register. 

Under the Antidumping Act, a determination of sales in the United 
States at less than fair value requires that the case be referred to the 
Tariff Commission, which would then consider whether an American industry 
is being injured. Both dumping margins and injury must be shown to 
justify a finding of dumping under the law. 

The total value of cadmium imported from Japan during the period 
from January 1971 through June 1971 amounted to approximately $1,500,000. 

000 



The Department of the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

December 20, 1971 

FOREIGN-PRODUCED PROPERTY NOW ELIGIBLE FOR 
JOB DEVELOPMENT INVESTMENT CREDIT 

Pursuant to provisions of the Revenue Act of 1971, as 

a result of the removal of the import surcharge, property 

produced abroad or predominantly of foreign origin (e.g., less 

than 50% of the basis of which is attributable to value added 

within the United States) will qualify for the Job Development 

Investment Credit if acquired on or after December 20, 1971, 

provided the property was not ordered during the surcharge period 

(August 16 through December 19, 1971, inclusive). Prpperty 

constructed by a taxpayer for his own use will qualify if 

construction was not begun during the surcharge period. 

000 



FOR ~DIATE RELEASE 
December 23, 1971 

COST OF news 
LIVIN6 COUNCIL 

Office of Pub lic Affairs 

Room 4013 
726 Jackson Place 
Washington. D.C. 20507 
Phone: 202-254-3205 

The Cost of Living Council today released the following text: 

'r •••• in accordance with the requirements of Section 203 (e) 
of the Economic Stabilization Act of 1970, as amended, the Cost of Living 
Council hereby determines that the issuance of mandatory regulations and 
orders providing for the stabilization of interest rates and finance 
charges is not necessary at this time to maintain such rates and charges 
at levels consonant with orderly economic growth." 

The full text of the statement signed by Vice Chairman 
Paul W. McCracken is attached: 

CLC-49 



EXECUTIVE OFFICE OF THE PRESIDENT 
COST OF LIVI NG COUNCIL 

WASHINGTON. D.C. Z0507 

DETERMINATION AND STATEMENT OF REASONS REGARDING INTEREST RATE 
REGULATIO~~S 

The large volume of borrowing and lending at declining 
interest rates which has occurred during the past year indicates 
that credit market conditions are making a significant positive 
contribution to economic growth. During the first three quarters 
of 1971, net borrowing by households and nonfinancial business units 
was more than 30 per cent larger than the 1967-1970 average, a 
greater increase than the 17 per cent growth of Gross National Prod
uct over the same period. 

These large credit flows have financed a sharp increase 
in spending in three credit-dependent areas -- residential housing, 
consumer durables, and state and local government. Moreover, the 
large volume of capital market financing by business has improved 
corporate debt structure and liquidity positions and laid the ground
work for a sizable expansion in business capital outlays next year, 
a prospect that is confirmed by recent business anticipation surveys. 

The appropriate level of interest rates consistent with 
orderly economic growth changes in response to a number of complex 
influences, including inf1atio~a~y expectations, the supply of sav
ings, and the pressure of credit demands. The Committee on Interest 
and Dividends has been directed to maintain close surveillance of 
interest rate developments and, working with the Cost of Living 
Council, is for~ulating and pre~ar;ng to implement a program for 
obtaining voluntary restraints on interest rates. It will pay par
ticular atten~ion to those rates most directly affecting the American 
family, including interest rates on mortgage and consumer loans. The 
Committee will make a special effort to ensure tha: rates in these 
areas reflect lower costs of funds in the credit market. Although, 
as economic expansion accelerates in the months ahead, interest rates 
generally may rise so~ewhat, rates on mortgage and consumer ldans 
should nevertheless be at a level that permits the American fa~ily 
to obtain on equitable terms the credit necessary for a rising stand
ard of living. 

Recent interest rate exoerience has reflected the abate
ment of inflationary expectations and an ample flow of savinqs. In 
security markets, interest rates on new high quality corporate ~onds 
are now only slightly above 7 per cent in contrast to more thcr. 9 per 
cent in mid-1970 and 3 :2r cent i~ ~id-August 1971. Municipal ~~nd 
rates have declined frc~ 7 per cent in mid-1970 to 5-1/4 per cen: 



with nearly half of the change taking place since mid-August 1971. 
Rates on home mortgages, which averaged 8.5 per cent in 1970, recently 
have been around 7.8 per cent. The bank loan rate to prime customers, 
an indicator of the cost of business borrowing, was 8-1/2 per cent in 
early March 1970, had fallen to 6 per cent by mid-August, and has been 
between 5-1/4 and 5-1/2 per cent most recently. 

In view of the above, and in accordance with the require
ments of Section 203(e) of the Economic Stabilization Act of 1970, as 
amended, the Cost of Living Council hereby determines that the issu
ance of mandatory regulations and orders providing for the stabiliza
tion of interest rates and finance charges is not necessary at this 
time to maintain such rates and charges at levels consonant with 
orderly economic growth. 

By direction of the Council. 

December 22, 1971 

~ ~ ;--cz::::::..s _ ~
'FC:~~~Mc CRAC KEN 

Vice Chairman 

=r 



news 
RELEASE 

FOR IMMEDIATE RELEASE 

Pay Board 
Office of Public Affairs 
Room 8316 
2000 M Street, N.W. 
Washington, D.C., 20508 
Phone: 202~254'" 8 5 1 1 

PB-30 
December 23. 1971 

The edited text of the Pay Board rulina permitting four 
specific exceptions to the 5.5% wage standard (announced in 
PB-28, December 17) is reproduced below. This information 
will be published in the Federal Register in regulaiion f~rm 
as soon as possible. 

" C E R T A INC R I T E R I A FOR PAY INC REA S E SUN 0 E R PAY P R A C
TICES AND NEW CONTRACTS ABOVE THE GENERAL WAGE AND 
SALARY STANDARD UNDER SECTION 201.11" 

"Wa g e and sal a r yin c rea s e s s h a 11 beg 0 v ern e d by 
the General Wage and Salary Standard. presently 5.5%, 
except as provided in Section 201.14, or as otherwise 
specified by the Board. 

"The Board hereby adopts certain criteria fo.r 
exceptions from the General Wage and Salary Standard in 
the following situations: 

"l. (A) If a party at interest demonstrates to the 
Board that a tandem relationship exists meeting the fol
lowing conditions: 

"(1) the collective bargaining agreement or pay 
practice to which a tandem relationship is claimed was 
effective no more than six months prior to the proposed 
effective date of the tandem wage and salary increase; ~n~ 

"(2) the amount and nature of the wage and salary 
increases in the tandem-claiming unit have been equal in 
value to and the timing has been directly related to those 
of another unit of employees or the same employer or of other 
employers within a commonly recognized industry or local labor 
market area; and 

11(3) the tandem relationship has been established 
as a past nractice for five years or in the immediately 
oreceding two consecutive collective bargaining agreements. 

" ( B ) vJ age and sal a r yin c rea s e sun d e r t his sec t ion 



s hall nat exceed 7 

II (C) The provisicps of this section shall be 
subject to periodic revie~ ty the Poard. 

" 2 . (p, ) If\': a a e and sal a r yin c rea s e sex c e e din 9 the 
G en era 1 \,1 a q e and Sal,~ r \' 5 t a r1 cJ i3 r dar e n e c e s sa r y to a t t r act 
or retain ~molayeEs es~ential to the efficient operation cf 
the firm, and the emoloyer de~onstrates to the 80ard: 

"(1) that he has experienced a significant pro
Dortion of vacancies in an e~ployee unit, despite inten
sive recruiting activity over a Deried of at least three 
months: 

(I (2) that there has been no significant deteriora
tion or reduction in other conditions of employment; and 

11(3) th(1,t there is a reasonable expectation that 
higher wages will be effective in recruiting and maintain
ing a supply of qualified emoloyees. 

(8) Wage and salary increases under this section 
shall not exceed 7%. 

113. (A) If the aggregate percentage of vJage and 
salary increases in an employment contract expiring prior 
to the new contract, for which an exception is claimed, is 
less than the sum of a oercentage increase of 7 percent 
per year for each year in the employment contract, the 
difference between such aggregate and such sum shall be 
add edt 0 5. 5 % to de term i net hem a xi mum a 11 o\~ a b 1 e wag e and 
salary increase for the appropriate twelve-month period; 
orovided that the allowable increase shall not exceed 7~. 

"(8) In the absence of a contract, if the aggre
gate percentage of wage and salary increases in the pre
ceding 3 years has been less than the sum of a percentage 
increase of 7 percent per year, the difference between 
the aggregate percentage of wage and salary increases and 
such sum shall be added to 5.5% to determine the maximum 
allowable wage and salary increase for the appropriate 
twelve-month period, provided that the allowable increase 
shall not exceed 7%. 

"(C) no exceptions shall be oranted pursuant 
tot h ; sse c t ; a n aft e r ~1 arc h 3 1, 1 S 7 2 . 

114. If a vlage and salary increase is comoosed of tv..;o 
par t s, 0 n epa r t co v e r ina com p 0 n e n t s a f I! W a a e san d sal a r; e s " 
other than cost of living increases, and th~ other part 
covering only changes justified by an increased cost of 
living pursuant to a gererally accepted escalator formula 
and practice, the Dart coverinn increases ~ttributable to 



cost of living may be averaged over the appropriate 
twelve-month period with respect to the period of time 
each such increase is in effect, provided that the sum 
of the two parts does not exceed the General Wage and 
Salary Standard." 

In any event, the maximum permissible wage and salary 
increase for an appropriate employee unit, whether any or 
all of the above exceptions are apDlicable, shall not 
exceed 7 Dercent. 

Request for exceptions under sections 1 and 2 shall 
require prior approval ty the Pay Board or its authorized 
agent. 

Requests for exceptions under sections 3 and 4 shall 
be self-executing for Category II and III wage and salary 
increases~ but reports of all such wage and salary in
creases shall be made to the Pay Board or its authorized 
agent. Such wage and salary adjustments for Category r 
employers shall require prior approval by the Pay Board 
or its authorized agent. 

####### 
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news Pay Board 
Office of Public Affairs 
Room 8316 RELEASE 
2000 M Street, N. W. 
Washington, D.C., 20508 
Phone: 202-254-t51lO< 85 1 1 

--
FOR IMMEDIATE RELEASE PB-31 

December 27, 1971 

The text of the report of the Executive Comoensation Com
mittee adopted by the Pay Board (announced in PB~27, December 17) 
edited to reflect changes made by the Pay Board staff in order 
to have the report conform to recently enacted legislation, is 
reproduced below. This information will be published in the 
Federal Register in regulation form as soon as possible. 

II DEC I S ION R E LA TIN G TOE X E C lJ T I V E C 0 rw ENS A T ION AND 
o THE R FOR t~ S 0 F V A R I A B LEe 0 ~1 PEN SAT ION : II 

'ISection 1. Purpose. 

The purpose of this policy decision is to provide 
initial guidance for the administration of those forms of 
compensation generally kno\'Jn as Ilexecutive compensation,11 and 
forms of variable compensation, such as sales incentive and 
commissions, not specifically treated in Pay Board Regulations. 
This policy decision shall not affect the provisions of a col-
lective bargaining agreement. 

"Section 2. Executive Salaries. 

Executive salaries, including base salary, compensation 
provided through the medium of individual employment contracts, 
and perquisites are subject to the 5.5% general wage and salary 
standard, to be applied to the appropriate employee unit. The 
payroll period to be used for calculating the maximum permissible 
wage and salary increase is the last payroll period ending orior 
to November 14,1971. 

IISection 3. Formalized Programs for Incentive Compensation 
or Bonus Programs. 

An employer having an established written plan in 
effect prior to November 14, 1971 with a definite method or 
formula for the computation of the aggregate amount of incen
tive compensation or bonuses (including dividend units, share 
units, stock purchases or other similar forms of compensation) 
may continue to administer such plan, subject to the limitations 



orr est ric t ion s c. 0 n t c1 i ned t ~', ~ rei n. r= r 0 v i d £ d t r. a t 5 U c h 
a d min i s t rat ion i sin 9 0 0 d f a i t nan d t hat t :1 e a 9 9 reg ate 
a~ount of incentive co~~cnsation and jonuses oayable or units 
to be granted produced by ap~licaticn of the for~ula may not 
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f1,n emolover f,avino an established oractice of provid-. . 

ing incentive compensation or bonusEs other than under a formal 
written clan covered in Sectien 3 above, ~ay continue such prac
tice, orovided that administration is clearly in accordance with 
demonstrated oast practice and in good faith and the aggregate 
amount of incentive compensation and bonuses payable or units to 
be ~ranted does not exceed the amount of incentive compensation 
and bonuses paid or the number of units granted in the base 
period plus 5.5%. IEstablished nractice l for purposes of this 
~ection means a rractice or pattern of providir.g for incentive 
compensation or bonus in two of the last three fiscal years of 
the employer ending prior to November 14, 1971. 

"Section 5. Stock Options. 

An employer having an employee stock option plan 
established prior to November 14, 1971 may administer the plan 
as follows: 

(1) Stock options qranted prior to December 16, 1971, 
may be exercised in accordance with their terms and conditions. 

(2) The employer may grant and an employee may 
exercise new stock ootions under an existing plan provided that: 

stockholders :, 
(a) The plan has been approved by the company1s 

(b) The plan stipulates a maximum number of 
shares to be made available for stock options grants; 

(c) The ootion price of the shares may not be 
established at less than 100% of the fair market value of such 
shares on the date of grant~ 

(d) Administration of the plan lS in accordance 
with past nractice: and 

(e) The aqgregate total of shares made available 
in new stock options granted durin~ a fiscal year does not exceed 
the average number of shares made available annually during the 
three years b~tween Auqust 15. 1968, and Auqust 15, 1971, or as 
to plans established after August 15, 19E2, the average number of 
shares made available annually during the existence of the plan. 



"Section 6. Sales Incentive, Commission and Production 
Incentive Programs. 

Notwithstanding the prOV1Slons of sections 3 and 4 
of this policy decision, sales incentive plans, commission 
programs and production incentive plans may continue to ooer
ate in accordance sith their provisions, if incoroorated in 
plans established and in effect prior to November' 14, 1971. 
Unless an exception is granted pursuant to section 7 or sec
tion 10 of this policy decision, any change in the method of 
calculating individual or group earnings, shall be subject 
to the general wage and salary standard. 

"Section 7. New or Revised Plans, Practices or Programs. 

( 1) A n em p loy e r may ado pta n e'vJ P 1 an, p r act ice 0 r 
program reolacing one in existence provided the new plan, 
practice or program does not increase the aggregate incentive 
compensation, bonus or other form of variable compensation 
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that would other\vise have been available under the one replaced. 

(2) Unless an employer has obtained the approval of 
the Pay Board, he may not adoot a plan, practice or program 
where one did not exist prior to November 14, 1971, or revise 
or modify an existing plan, practice or program. 

(3) A new plan, practice or program adopted pursuant 
to the provisions of subsections (1) or (2) above, must comply 
with the relevant provisions of this policy decision applicable 
to plans, practices or programs in existence prior to Novem
ber 14, 1971. 

"Section 8. New Organizations. 

Any business, enterprise, partnership, corporation, 
association, or any organization organized or established on 
or after November 14, 1971, may establish executive and vari-
able compensation plans, practices or programs which comply 
with relevant provisions of this policy decision; provided, 
however, that a report shall be filed with the Board demonstrat
ing that the establishment of the entity and such plans, practices 
and programs were not for the purpose of circumventing the intent 
of the wage and salary stabilization program, and that any such 
plans, practices or programs are not unreasonably inconsistent 
with the intent and purposes of the wage and salary stabiliza
tion program or the policies of the Pay Board. 

II Sec t ion 9. 

The Chairman may appoint a subcommittee of the Board 
consisting of three or more members or alternates, at least one 
of whom shall be from each segment of the Board, to continue to 
monitor and review plans submitted to the Board or its designee 
for approval and refer cases to the full Board where appropriate. 



II Sec t ; 0 n 1 0 . 

An e~ployer seeking to obtain an exception from the 
provisions of this policy ~ecision for payments made pursuant 
to a productivity incentive program shall apply to the Board 
for an excepticn and furnish oroof that the plan is a bona fide 
incentive program directly related to increased productivity, 
that it is administered in good faith and that the payments 
made under the plan directly reflect increased productivity. 

"Section 11. Definitions: as used in this policy 
decision: 

'Good Faith Administration, I or other similar 
phraseology means the administration of a compensation plan 
c 0 v ere d her e u n d e r ina man n e r VI II i c h doe s not d e v i ate fro m 
established past practice for the purpose of circumventing 
the intent of the wage and salary stabilization proqram. 

IBase Period l as used herein means anyone of the 
last three fiscal years of the employer ending before 
tJovember 14, '971.~1 



The Department of the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

mzrr,rOR: FINANCIAL EDrroR 

lOR BELi'ASE 6:30 P.M., 

~~, December 27, 1971. 

RESULTS OF TREASURY'S WEEKLY BILL OFFERING 

lJhe Treasury Department announced that the tenders tor two aeries. of Treasury 
bUll) one aerie. to be an additional issue of the billa dated September 30, 1971, and 
lie crtber aeries to be dated December 30, 1971 , which were offered aD December 17, 1971' 
lIl'e opened at the FedereJ. Reserve Banlta todq. Tenders were invited for $ 2,300,000,000 
or thereabouts, at 91 -d~ bills and tor $ 1,600,000,000 or thereabouts, of 182 -dJ3\Y 
b1llI. 111e details of the two series are &8 follows: 

R&D: OF ACCEPTED 91 -day Treasury- bUls 
CtilP!!1'ITlVE BIDS: __ ..;;;;m;;;;& tur~;.=1ng;;:a~Mar;;;;;;;..C;;;h;:....;;.30~, ..;;1;;;9..;.,7 ?',;." _ 

Approx. Equ1 v • 
Annual Ra.te Price 

99.070 
99.044 
99.057 

3.619~ 
3. 782~ 
3~73l~ Y 

· • 

182 -dq Treasury bills 
maturing June. 29, 1972 

Price 
98.029 
97.985 
98.002 

Approx. Equi v . 
Annual. Rate 

3.899% 
3.98.6% 
3.952~ Y 

,~ of the amount of 91-dq billa bid for at the low price was accepted 
l~ ot the amount of 182 -dq billa bid tor at the law price was accepted 

.. 
rom. TERDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRIC1t: 

Diltrict Applied For Aee~ted A'D1)lied For Acce1!ted 
IOIton i 50,580,006 $ ~9,8&5,OOO $ 13,370,000 $ 3,370,000 
"'York ·2,710,010,000 1,763,810,000 2,171,915,000 1,223,195,000 
!b1lad.elphi& 13,915,000 13,915,000 4,570,000 4,570,000 
Cleftl.anc1 28,350,000 24,655,000 · 24,490,000 8,940,000 · I1ctJamd 8,665,000 8,665,000 4,835,000 4,835,O00 
AtlIrlta 30,170,000 24,350,000 25,629,000 12,910,000 
Chicago 231,885,000 164,285,000 213,260,000 119,260,000 
St. Louis 72,975,000 65,735,000 45,090,000 35,280,000 
Minneapolis 37,515,000 35,555,000 25,340,000 19,530,000 
_as City 36,885,000 32,925·,000 21,625,000 16,525,000 
DaUaa 44,985,000 31,065,000 29,290,000 11,290,000 
San Francisco 106 ,435 , 000, 95,635,000 168,600,000 140,400,000 

TOTALS $3,372,370,000 $2,300,425,000 !I $2,748,005,000 $1,600,105,000 Ei 
Y InCludes $215 020 000 noncompeti tive tenders accepted at the average price of 99.057 
W Includes. 97:645:000 noncompetitive tenders accepted at the average price of 98.002 
Y nteae rates are on a bank. discount basis. DIe equivalent coupon issue yields are 

3.83 ~ tor the 91 -day bills, and 4.1~ tor the 182-d8¥ bills. 



The Department 01 the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

FOR IMMEDIATE RELEt~SE December 27, 1971 

MACNAUGHTON OF PRUDENTIAL NAMED CHAIRMAN OF 
TREASURY'S PAYROLL SAVINGS COMMITTEE 

Donald S. MacNaughton, Chairman and Chief Executive 
Officer, The Prudential Insurance Co. of America, Newark, 
New Jersey, today was appointed Chairman of the 1972 
U. S. Industrial Payroll Savings Committee by Secretary 
of the Treasury John B. Connally. 

Mr. MacNaughton, who succeeds B. R. Dorsey, 
President, Gulf Oil Corp., served on the U.S. Industrial 
Payroll Savings Committee in 1970 and 1971 as New Jersey 
Chairman. He will assume the Chairmanship at the annual 
meeting of the Committee in Washington on January 13, 1972. 

In naming Mr. MacNaughton, Secretary Connelly said, 
"Your acceptance of this assignment assures a continuation 
of the outstanding leadership which has made the Committee 
a vital force in the sound management of the debt and in 
advancing the stability of our economy and our country 
in a crucial period." 

Members of the Committee are the chief executives 
of leading corporations. They will conduct a nationwide 
campaign to enroll 2,300,000 employees in the Payroll Savings 
Plan -- either as new participants or as present savers 
who increase their E Bond allotments. 

The Committee was first organized in late 1962 by then 
Secretary of the Treasury Douglas Dillon o Harold S. Geneen, 
Chairman and President, International Telephone and Telegraph 
Corp., served as first Chairman, in 19630 He was followed, 
in 1964, by Frank Ro Milliken,President, Kennecott Copper 
Corpo; Dro Elmer W. Engstrom, then President, RCA Corp., 1965; 

C-226 
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Lynn A. Townsend, Chairman of the Board, Chrysler Corpo, 
1966; Daniel J. Haughton, Chairman of the Board, Lockheed 
Aircraft Corpo, 1967; William Po Gwinn, Chairman and Chief 
Executive Officer, United Aircraft Corp., 1968; James M. 
Roche, Chairman of the Board, General Motors Corp., 1969, 
and Gordon M. Metcalf, Chairman of the Board, Sears, Roebuck 
and Co., 1970. All continue to serve on the Committee. 

The mission of the Committee is to stimulate the 
regular purchase of Series E Bonds by America's industrial 
employees. Companies will be urged to sign up at least 
one of every two employees not taking part in the Payroll 
Savings Plan and to obtain an increase in allotment from 
at least one of every two exployees who are currently 
enrolled in the Payroll Savings Plan. 

Mr. MacNaughton was born July 14, 1917, in Schenectady, 
New York. While attending Syracuse University on an academic 
scholarship, he won distinction as a basketball star. 
Following graduation in 1939, he taught history and coached 
basketball. He served in the Army Air Corps during World 
War II. Following his release as a first lieutenant, he 
returned to Syracuse University for his law degree. He was 
deputy superintendent of insurance for New York State when, 
in 1955, he joined Prudential's legal staff as an associate 
counsel. Subsequent promotions led to his appointment as 
Chief Executive Officer in April, 19690 

000 



The Department 01 the TREASURY 
WASHINGTON, D.C. 20220 TElEPHONE W04·2041 

FOR IMMEDIATE RELEAS E December 28, 1971 

TREASURY'S WEEKLY BILL OFFERING 

The Treasury Department, by 
for two series of Treasury bills 
P,900,000,000, or thereabouts, 
bills maturing January 6, 1972, 
as follows: 

this public notice, invites tenders 
to the aggregate aMount of 
for cash and in exchange for Treasury 

in the amount of $3,892,460,000, 

91-day bills (to maturity date) to be issued January 6, 1972, 
in the amount of $2,300,000,000, or thereabouts, representing an 
additional amount of bills dated October 7, 1971, and to mature 
April 6, 1972, (CUSIP No. 912793 MV5) originally issued in 
the amount of $1,598,895,000, the additional and original bills to be 
freely interchangeable. 

182- day bills; for $1,600,000,000, or thereabouts, to be dated 
I January 6, 1972, and to mature July 6, 1972, 
. (CUSIP No. 912793 NT9) 0 

The bills of both series will be issued on a discount basis under 
competitive and noncompetive bidding as hereinafter provided, and at 
~turity thei~ face amount will be payable without interest. They will 
~ issued in bearer form onlv. and in denominations of $10,000, 

/ ) 

$15,000, $50,000, $100,000, $500,000 and $1,000,000 (maturity value). 

Tenders will be received at Federal Reserve Banks and Branches up 
to the closing hour, one-thirty p.m., Eastern Standard 
time, Monday, January 3, 1972 0 Tenders will not be received 
at the Treasury Department, Washington. Each tender must be for a 
minimum·of $10,000. Tenders over $10,000 must be in mUltiptes of 
$5,000. In the case of competitive tenders the price offered must be 
expressed on the basis of 100, with not more than three decimals, 
e.g., 99.925. Fractions may not be used. It is urged that tenders be 
made on the printed forms and forwarded in the special envelopes which 
will be supplied by Federal Reserve Banks or Branches on application 
therefor. 

Banking institutions generally may submit tenders for account of 
CUstomers provided the names of the customers are set forth in such 
tenders. Others than banking institutions will not be permitted to 
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submit tenders except for their own account. Tenders will be received 
without deposit from incorporated banks and trust companies and from 
responsible and recognized dealers in investment securities. Tenders 
from others must be accompanied by payment of 2 percent of the face 
amount of Treasury bills applied for, unless the tenders are accompani 
by an express guaranty of payment by an incorporated bank or trust 
company. 

Immediately after the closing hour, tenders will be opened at the 
Federal Reserve Banks and Branches, following which public announcemen 
will be made by the Treasury Department of the amount and price range 
of accepted bids. Only those submitting competitive tenders will be 
advised of the acceptance or rejection thereof. The Secretary of the 
Treasury expressly reserves the right to accept or re;ect any or all 
tenders, in whole or in part, and his action in any such respect shall 
be final. Subject to these reservations, noncompetitive tenders for 
each issue for $200,000 or less without stated price from anyone 
bidder will be accepted in full at the average price (in three decimal 
of accepted competitive bids for the respective issues. Settlement fa 
accepted tenders in accordance with the bids must be made or completed 
at the Federal Reserve Bank on January 6, 1972, 
in cash or other immediately available funds or in a like face amount 
Treasury bills maturing January 6, 1972. Cash and exchange tende 
will receive equal treatment. Cash adjustments will be made for 
differences between the par value of maturing bills accepted in 
exchange and the issue price of the new bills. 

Under Sections 454 (b) and 1221 (5) of the Internal Revenue Code 
of 1954 the amount of discount at which bills issued hereunder are sol 
is considered to accrue when the bills are sold, redeemed or otherwise 
disposed of, and the bills are excluded from consideration as capital 
assets. Accordingly, the owner of Treasury bills (other than life 
insurance companies) issued hereunder must include in his income tax 
return, as ordinary gain or loss, the difference between the price pai 
for the bills, whether on original issue or on subsequent purchase, an 
the amount actually received either upon sale or redemption at maturit 
during the taxable year for which the return is made. 

Treasury Department Circular No. 418 (current revision) and this 
notice, prescribe the terms of the Treasury bills and govern the 
conditions of their issue. Copies of the circular may be obtained fro 
any Federal Reserve Bank or Branch. 

000 



The Deportment of the TRfASU RY 
WASHINGTON, D.C. 20220 

mENTION: FINANCIAL EDITOR 

FOR RELEASE 6: 30 P.M., 

lfuesday, December 28, 1971. 

TElEPHONE W04·2041 

RESULTS OF TREASURY'S MONTHLY BILL OFFERING 

The Treasury Department announced that the tenders fer two series of Treasury 
bills, one series to be an additional issue of the bills dated September 30, 1971, and 
the other series to be dated December 31, 1971 , which were offered on December 20, 1971, 
were opened at the Federal Reserve Banks today. Tenders were invited for $500,000,000, 
or thereabouts, of 274-day bills and for $1,200,000,000, or thereabouts, of 366-day 
Ibills. The details of the two series are as follows: 

FANGE OF ACCEPTED 274-day Treasury bills 366-day Treasury bills 
COMPETITIVE BIDS: maturin~ September 30, 1972: maturin~ De~ember 31 2 1972 

Approx. Equiv. Approx. Equiv. 
Price Annual Rate Price Annual Rate 

High 97.025 3.909% 96.036 3.899~ 
Low 96.986 3.960% 95.956 3.9780 
Average 97.009 3.930% Y 96.008 3.927% 

60% of the amount of 274-day bills bid for at the low price was accepted 
66%· of the amount of 366-day bills bid for at the low price was accepted 

roTAL TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS: 

District Applied For Acce£ted AEElied For AcceEted 
Boston $ 10,085,000 if; 85,000 $ 10,100,000 $ 100,000 
New York 1,2il,935,000 433,275,000 1,8G9,460,000 997,740,000 
Philadelphia 630,000 630,000 1,995,000 1,665,000 

Cleveland 3,445,000 445,000 6,670,000 3,670,000 

Richmond 40,000 40,000 1,045,000 1,045,000 

Atlanta 23,130,000 5,530,000 22,900,000 6,900,000 

Chicago 113,700,000 32,700,000 203,050,000 122,050,000 

St. Louis 24,775,000 6,775,000 28,600,000 10,600,000 

Minneapolis 6,400,000 1,400,000 6,650,000 5,650,000 
23,185,000 17,185,000 

Y 

Kansas City 12,380,000 5,580,000 
Dallas 18,450,000 1,450,000 19,205,000 2~205,000 

San Francisco 62 2450,000 12 245°2°°0 96,245,000 ~;1 , 245 ,000 

TOTALS $1,487,420,000 $ 500,360,000 ~ $2,289,105,000 ~1,200,OoS,000 EJ 
~ Includes $ 14,100,000 noncompetitive tenders accepted at the average price of 97.009 
~ Includes $ 28,780,000 noncompetitive tenders accepted at the average price of 96.008 
Y These rates are on a bank discount basis. The equivalent coupon issue yields are 

4.09 % for the 274-day bills, andb.l~'; for the :-::,CG-day bills. 
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