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TREASURY NEWS 
OFFICE OF PVBLIC A .. "AIRS -1500 PENNSYLVANIA .tVBNUB, N.W. e WASHINGTON, D.C.e 20231. (202) ~22-29'. 

5MBAltGOBD UNTIL 2; 30 P. M. 
October 1. 1997 

OO~CT: Office of Financing 
202/219-3350 

TREASURY '1'0 AUCTION $8.000 MILLION -OF 
4-3/4-YEAR 3-5/8% INPLATION-D1])1XBI) N0T2S 

The Treasury will auction $8,000 million of 4-3/4-year 3-5/8' inflation-indexed 
notes to raise cash. 

Amounts bid by Federal Reserve Banks for their own accounts and as agents for 
foreign and international moneeary auehorieies will be added·eo the offering. 

The auction will be conduceed in the single-price auction format. All competitive 
and noncompetitive awards will be at the higheat yield of accepted co~etitive tenders. 

The notes being offered today are eligible for the STRIPS program. 

Tenders will ~. received at Federal Re •• rve Banks and Branche. and ae ehe Bureau 
of the Public: Debt, Washington, D. C. This offering of Treuury securities is governed 
by ehe eerms and conditions set forth in the Uniform Offering Circular (31 CPR Part 35', 
as amended) for en. sale and issue by the Treasury to the public of marketable Treasury 
bills. notes, an4 bonda. 

For original issue discount (OlD), I~S regulations pe~t reopeninga of inflation
indexed aec:urities without regard to om rules, provided that the reopening. occur not 
more than one year after the original securities were .first i.sued to the pul)11c. 
Therefore, the om limit does not apply to this auct.ioD. 

Decails &boue ehe aecuri~y are given in ehe ateachad offering highlights. 
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BIGJII.:tGB'l'S 01' 'l'ltDSlmY OP1'1IRDIG 1'0 'ZD FaSLIC OP 
4-3/4-YDR ntrt.ATIOH-IHDBDD JIO!'IS '1'0 II ISSUB ocro ... 15. 1"7 

Qfforing Amount ............. S8,000 million 

Description of Offeripg; 
Term and eype of .ecurity ... ~-3/4-year inf1aeion-

indexed not .. (n.opening) 
Serie8 •..•..............••.. J-2002 
CUSIP numb.r •••••••••.••.•.. 91Z.Z7 3A 8 
Auction date ••.••........... october 8, 199? 
Is.ue dat ••.•............... Oceober 15, 1997 
Dated date •.•.•.•......•..•• J'uly 15. 1997 
Maturity date .•••.•.•.•..... 3Uly 15. 2002 
Intereat rate .........•...•• 3-S/8' 
CUrrently outstanding •••••.• $8,411 million 
Real yield ..••.•••.•..•..... De~ermin.d at auction 
Intere.t payment date ••..... January lS and July lS 
Minimum bid amaunt •..••.••.• $l,OOO 
Multiples ••.••.•.•.••..•.... $1,000 
Accrued intere.t •.•.•••.•••. $9.062S0 per $1.000 

(from July lS to 
October 15, 1997) 

Adjusted accrued interest 
payable by inveseor •••••••• S9.08969 per $1,000 

Premium or di.count ..•.••.•• Determined at auction 

STlIPS Ipformation: 
Minimum amount requir.d ...•. $1,600.000 
Corpus CUSIP number ••••••••. 912820 BZ 9 

mzbmj •• iqn gf Bids: 

Ocn:oJ)er 1. 1997 

Noncompetitive bids: Will be accepted in full up to $5,000,000 at the highest 
accepted yield. 

Competitive bids: 
(1) Must be expres8ed as a real yield with three decimai., e.g., 3.123'. 
(2) Net long po.i~ion for each bidder mult be reporeed ~hen the sum ot the total bid 

amoWlt, at all yields, and. the net long po.itio~ ia $2 billion or greater. 
(3) Net long posieion IllUSt be cleeerm.ined as of one half-hour p~ior to the cloaing tim« 

tor receipt of competitive tenders. 

Maximum Recognized Bid At ' Single yield •••.•.•..•••••• 35' of public offering 
Maximum Award.......................................... 35' of public off&ring 

Roseipt of TandoTI: 
Noncompetieive tenders: Prior eo 12:00 DOon Eastern ~aylighe Saving eime on 

auction clay. 
Compee1t1ve tenders: Prior to 1:00 p.m. Bastern ~aylight Saving time on auction day. 

Paymept Torma: FUll payment with tender or by charge to a funds account at a 
pederal Reserve Bank on issue date. 

Ipdexing Inform,tipp: 
CPl Baa. ~f.rence P.riod ..•••..•.... ~J82-1984 
Ref CPI 07/15/1997 ••......••••••..••• 160.15484 
Ref CPI '10/156'1991 ................... 160.US.U 
ID4ex Ratio 10115/1997 ••••••••••...•••• 1.00300 



D EPA R T MEN T 0 F THE' T R E A'S U R Y 

TREASURY NEWS 
OFFICE OF PUBUC AFFAIRS • 1500 PENNSYLVANIAAVENUE, N.W .• WASHINGTON, D.C .• 20220 • (202) 622-2960 

FOR IMMEDIATE RELEASE 
October 1, 1997 

Contact: Dan Israel 
(202) 622-2960 

STA TEMENT BY TREASURY SECRETARY ROBERT E. RUBIN 

I am pleased that the Senate and House have now passed the Conference Report on 
Treasury- Postal Appropriations, clearing this legislation for President Clinton's signature. 

This measure funds the IRS in the amount requested by the President, including $325 
million in advance funding for technology modernization. Today, the IRS issued its draft Request 
for Proposals to implement the comprehensive technology modernization blueprint we released on 
May 15, 1997. We welcome the support of House and Senate conferees who stated that they are 
"very pleased that the IRS has made significant progress in putting together a workable 
Modernization blueprint." This is another important step in our efforts to build the IRS the 
American taxpayers deserve. 

Congress's willingness to meet our IRS funding request in all program areas will allow us 
to continue our review of priorities including providing funds where necessary to ensure the 
availability of enhanced customer service support. 
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.................... ~~8~q~ ................ .. 
OFFlCE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE. N.W .• WASHINGTON. D.C. .20220. (202) 622·2960 

EMBARGOED UNTIL 8:00 AM 
Remarks as Prepared for Delivery 
October 3, 1997 

"INVESTING IN A SECURE MILLENNIUM" 
DEPUTY TREASURY SECRETARY LAWRENCE H. SUMMERS 

IFPA ARMY CONFERENCE 
WASHINGTON, D.C. 

Good morning. I am glad to have an opponunity to talk to you today about the economic 
dimension of American national security policies as we approach a new millennium. Not so long 
ago it would have been a surprise to see senior Treasury Department officials on the platform at 
such a conference --an even bigger surprise if they actually made a relevant contribution. 

Perhaps today will seem no different. But then the blame will be squarely with me: for if 
there is one lesson to draw from these past five years it is that we cannot afford to draw a line 
between our economic policies and our national security. 

There is a sense in which we never could: our economic health has always played a vital 
role in underwriting our security. The argument I would like to make today runs deeper. and to 
the very heart of this Administration's international goals. Briefly. it is that the end of the Cold 
War and the embrace of free markets around the world may well have put us in an era in which 
it is not merely unwise to separate narrow economic interests from strategic ones --it is 
impossible. 

Those two seismic events have helped set off a tide of global integration with enormous 
potential. But it is not enough to watch that tide wash away the remnants of the old order. As the 
President said last week in his address to the United Nations General Assembly. we have to decide 
what will be left in its wake. 

As he said then. to seize the opponunities. and defeat the threats of this new global era we 
need a new strategy of security --one aimed at forging a new network of policies and institutional 
arrangements to secure and strengthen the gains of democracy and free markets and turn back 
their enemies. The United States has a vital interest in helping to build this new foundation for 
global security and prosperity. And we believe that proactive, internationalist economic policies 
can play an integral role in bringing it about. 
RR-1975 
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I. The First Lesson of History: Economic Failure Breeds Political Instability 

The crucial link between economics and national security is this: we are much less likely 
as a nation to be drawn into conflict if nations of the world are strong. and are forging ever closer 
connections, than if they are financially unstahle and disconnected. Throughout history there has 
been a strong correlation between financial crisis and political disorder --and between disorder and 
war. Failing states, with crisis-prone economies. tend to lose their political legitimacy. This 
breeds instability, and with it a strong chance of internal or external aggression --possibly both. 

There are many ways to make this point. Perhaps the strongest. most positive lesson 
comes from the European experience after 1945. Before that time modern European history was 
scarred by repeated descent into war. Many factors helped forge a more a new more stable era 
in Europe in the years following World War II. But I helieve thal a critical element was the 
economic vision shown by a few on both sides of the Atlantic. This was a vision that supported 
rapid economic rebuilding as essential to normalization and prosperity; increased economic 
integration, so people stood more to gain from shared peace than from divisive conflict; and the 
creation of institutions, such as NATO. and the Bretton Woods organizations. that could help to 
bring nations together to resolve their contlicts. 

The absence of these things stand out in the regions that represent some of the greatest 
security problems today. In Bosnia, Central Africa and elsewhere. economic crisis has combined 
with political fragmentation and conflict, often posing severe risks to the stability of neighboring 
countries. The Bosnian conflict escalated as it did. in large part. because of the lapse into 
hyperinflation in 1989, and the failure of the West to offer debt relief to support economic 
stabilization. The economy provided cover of chaos for leaders whose nationalist agenda 
promised a simplistic recipe for restoring order. 

And yet, postwar Europe and other examples show that the link between economic failure 
and political conflict can be reversed, to become a force for peace. Many have seen this process 
at work in Northern Ireland, where the revival of investment and closer ties with the Republic 
which occurred during the recent cease-fire greatly strengthened opposition to renewed hostilities. 

II. The Second Lesson: The Need for Strong Political Leadership 

The corollary of these arguments is that. when historians look back on tnis era, it may not 
be the end of the struggle between two power groups that they see as the most salient event. 
Instead. the prize might well go to the embrace of market-hased economics, not merely within the 
former Soviet bloc, but by so many people around the world. This presents all of us with a 
historic opportunity to enjoy the security that comes from heing part of a more prosperous and 
integrated global economy. 

There are some who believe that we need do nothing hut watch this process of faster 
development and integration unfold. I believe this is too optimistic. for three reasons. 



1. Market forces alone cannot guarantee prosperity 

First, as we have learnt in the years since the Berlin Wall came down. the transition (0 a 
market economy is not a single, straight and narrow path. Moving from one kind of society (0 

another is a fraught, often destabilizing process. This is particularly true in the early stages, when 
the costs of reform may be more visible, widely felt. than the benefits. The internatkmal 
community has a strong role (0 play in supporting the efforts of reformers. helping them win 
legitimacy early and tocultivate the institutions and public goods needed for capitalism (0 flourish. 

2. Prosperity without integration cannot guarantee stability 

Second, while it is true that economic development can promote stability --his(Ory provides 
all (0 many cases where it has delivered the opposite. In fact, rising economic strength, and major 
changes in the economic balance of power will usually fuel conflict when there is no effort (0 give 
all countries a stake in further development and to foster mutual trust. The fact that Japan's 
dramatic postwar development --and the more recent expansion of other Asian economies -has 
been achieved without the bloodshed we saw in the first half of century speaks (0 the steady 
progress which these economies have made (Oward openness and integration. Since 1985, fully 
half of Japan's foreign investments are estimated (0 have been made in Asia. 

3. And even close integration needs to be underpinned by strong political leadership 

In a best-selling book, a British journalist. Norman Angell. argues, convincingly, that 
increased economic integration has made war between nations so costly as to be .. impossible" -
"our fonunes are too closely tied." In recent years many have written similar books. But Angell's 
is the more troubling. For his book, "The Grand Illusion". was written about the countries of 
Europe. in 1910. 

Then, as now, trade accounted for upwards of 30 percent of the larger European 
economies' national income, and a very large share of that trade was with each other. Financial 
integration was likewise well advanced: foreign borrowers accounted for 86 percent of the funds 
raised in the London capital markets in the first quarter of 1914. 

In his book Angell gave what turned out to he a very accurate prediction of the financial 
turmoil which war with Germany would produce. He was wrong only in the belief that the 
economic lunacy of war made it impossible. On the face of it. closer integration did nothing to 
prevent Europe marching --with equally mistaken optimism --into "the war to end all wars". 

Historians will argue about the chain of events leading Europe into war in 1914. I would 
add just two salient points. The first is that the integration the European economies enjoyed then 
did not have the political or institutional underpinnings it has today. or that we are working to 
promote elsewhere. Increased integration was occurring despite the strongly protectionist outlook 
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of most countries --and without any international institutions. such as the United Nations or the 
World Trade Organization, to foster greater cooperation and mutual trust. 

This lends hope that the integration of the last years of this century will prove more 
enduring and stable than that of its earliest few years. But as this audience knows better than most. 
war has almost always carried a very heavy economic price --for the victors as well as the losers. 
The level of debt we inherited from World War II is testament (0 that. The economic costs have 
not prevented those conflicts from taking place. We cannm guarantee. in any of our international 
policies, that they will not do so again. But hy helping the international community take on the 
many economic challenges this new global economy presents. we can dramatically reduce the risk 
of conflict. I would like to saw a few words about the three major ones. 

III. The Role For International Leadership 

1. Supporting economic reforms --and institutional reforms to underpin them 

Fifty years ago the United States helped lay the economic foundations for peace in Europe. 
We are doing the same today, providing finance. and underwriting reform and reconstruction. in 
Russia, Ukraine, Bosnia and other countries in the midst of economic transition. My focus today 
has been on the economic component of this strategy. But clearly the enlargement of NATO is an 
equally important part of our efforts to lay the grounds for stability --just as its creation helped 
foster peace in the years after the war. 

In some ways the need to support economic reforms and ensure they are cemented in 
strong public institutions extends much further today than the Marshall Plan ever did. As several 
commentators have remarked, the wars of the 1990s have heen largely fought within countries 
rather than between them. These civil wars come not from the excessive ambition of states but 
their extreme weakness. And, as the Bosnia case has shown. they can erupt anywhere -- although 
the risk must be higher still where entire groups of countries have been left out of the global 
movement toward economic development and stability. 

Sub-Saharan Africa provides the clearest example. In recent years we have seen a string 
of countries in the region collapse under the weight of decades of economic decline and political 
dictatorship. But we have also seen a growing number of countries undertake market reforms, and 
begin tu reap the benefits of increased access to glohal markets. We all have a strong stake in 
ensuring that this last process has the more lasting domino effects. 

Here, as elsewhere, some of this effort will be hilateral. as was true of the Marshall Plan. 
But a major part of the job is done through multilateral development banks such as the World 
Bank and the European Bank for Reconstruction and Development. In many ways, those 
institutions are to the new post Cold War world what security institutions to the earlier one. 

4 



The voices which call for us to withdraw from these institutions. and which have sought 
to block America's ability to meet its contributions --are terribly short-sighted. Some have 
compared the provision of international aid to "throwing money down foreign ratholes". To which 
I would respond: many of yesterday's ratholes are today's emerging markets. Consider the role 
that the international financial institutions have played in the success stories of South Korea. 
Chile, Indonesia and others. Poland, which was able to borrow from the IMF in 1990 as part of 
its stabilization program, is now growing at 6 percent. and has repaid the money in full. 

Let me be clear. While it will often be that our economic support is the cheapest 
invesunent we can make in our future security, and while the prospect for economic progress will 
often determine how successful our more muscular interventions prove to be in the long run, it 
is important to recognize that selectivity must be applied in the economic. as in every other arena. 
Neither we, nor the international institutions. can remake every economy in difficulty, or rebuild 
every weak state. But choosing well our priorities will be critical --not only to husband our 
resources, but because the creation of successful examples becomes ever more important in a 
world of increased migration and communication across borders. 

2. Safeguarding global financial stability 

For the first time in history the world's capital market is now truly global. Some trillion 
dollars pass through international exchange markets each day. Funds for investment are flowing 
more freely, to more countries around the globe than at any time in history. Yet for all the 
opportunities this new global finance affords. it also raises dangers. The Mexican crisis of 1994 
provided a clear example of these --the recent travails of Thailand and several of its South-east 
Asian neighbors have provided another. 

The founders of the IMF and other Bretton Woods institutions after World War II 
understood the need for international mechanisms to safeguard against economic shocks and their 
contagion effects. Just as when a run on a bank occurs here at home. it is vitally important for 
the US economic security --and that of the whole world --that the capacity exists to provide 
liquidity when crises erupt in strategic and financially important regions. 

The IMF must remain the focal point of such emergency response systems, if the United 
States is not to bear the burden alone. At the Halifax Summit. President Clinton led the G-7 
leaders in pressing to find ways to enhance the IMFs capacity to respond to crises such as 
Mexico's. These efforts have already borne fruit. 

Let me repeat: preventing financial crises is not simply in Wall Street's interest, or main 
street's interest. It is vital to our national security. if we are to prevent key regions from lapsing 
into the totalitarianism --or outright chaos --that financial crises can produce. Hitler did not cause 
the German hyperinflation of the early 1920s or the financial and economic depression of the early 
1930s --but he surely profited from them. 
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3. Opening markets and fostering regional and multilateral integration 

I have spoken of the critical need for a shared political conunitment to closer economic 
int~gration, to encourage economic development and place it on secure foundations. Many 
industrialized nations have voiced the same fine sentiments in recent years. Unfortunately. actions 
too often diverge from words. 

If we want other nations to open their markets --we must open our own. If we want 
sensitive regions to stabilize, we must allow them to enter the world trading system. Purring aside 
the economic harm we do to ourselves when we retreat behind barriers, it is tragically 
short-sighted for industrialized countries to jeopardize so many regions' chances of lasting 
integration and prosperity by throwing hurdles to trade in their path. Trade diplomacy is a valid 
tool, but only --but only --so long as market opening is the ultimate goal. 

The United States is the most open market in the world. This, and our rising economic 
competitiveness, put us in the pole position to benefit from efforts to reduce trade barriers and 
foster increased integration. This is why we worked to achieve strong international agreements 
to liberalize trade in teleconununications and information technology in the WTO. and why we 
are pressing for an equally strong agreement in financial services. 

The same objectives underpin our efforts to set the stage for closer integration across the 
Pacific by reinvigorating APEC --and to promote increased integration in our own hemisphere, 
through NAFTA and the proposed Free Trade Area for the Americas. 

It is vital that the President regain "fast-track" authority from Congress so we can continue 
to play a leadership role in regional and multilateral moves toward closer integration. The 
optimists may be right. The forces leading to closer integration may be unstoppable this time. But 
if there is subtler lesson to be drawn from the outbreak of World War I it must be that 
globalization alone does not safeguard stability. It requires a network of policies and institutions 
to cement the integration pro~ess and guide it forward. 

If fast track would be a source of security and perpetuation of American values, a failure 
to pass fast track would make us less secure. We would put at risk what might be called the 
Clinton Corollary to the Monroe Doctrine --the idea that the United States should be the major 
trading partner of Latin America. We would raise serioLls questions about America's role in Asia 
at a moment of enormous flux. We would call into serious question the prospect for future global 
efforts to bring trade barriers down and nations together. 

One thing is certain: our abdication from the trade agreement arena would greatly reduce 
the prospect that the international trading regime would increasingly reflect the importance of 
labor rights and environmental values. Ultimately our challenge is to be the first continental, 
outward-looking, non-imperial power in history. Without an ability to work for open markets, 
it will be that much more difficult. -30-
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DEPARTMENT OF THE TREASURY 

TREASURY NEWS 
.............. ~8~9 .............. -

OmCE OF PUBliC AFFAIRS. 1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C. • 20220 • (202) 622-2960 

EMBARGOED UNTIL 2:30 P.M. 
October 3, 1.997 

CONTACT: Office of Financing 
202/219-3350 

TREASURY'S 52-WEEK BILL OFFERING 

The Treasury will auction approximately $l2,500 million of 
52-week Treasury bills to refund $14,l81 million of publicly held 52-week bills 
ma~uring Oc~ober 16, 1997. This offering will result in a paydown for che 
Treasury of about $1,675 million. In addition to the maturing 52-week bills, 
there are $13,840 million of maturing publicly held 1.3-week and 26-week bills_ 

In addition to the public holdings, Federal Reserve Banks for their own 
accounts hold $13,367 million of che chree maturing bills. These accounts are 
considered to hold $6,010 million of che maturing 52-week issue, which may be 
refunded at the weighted average discount rate of accepted competitive tenders. 
Amounts issued to these accounts will be in addition to the offering amount. 

Federal Reserve Banks hold $4,433 million of the maturing issues as agents 
for foreign and international monetary authorities. These may be refunded 
within the offering amount at the weighted average discount rate of accepted 
competitive tenders. Additional amounts may be issued for such accounts if the 
aggregate amount of new bids exceeds the aggregate amount of maturing bil1s_ 
For purposes of determining such additional amounts. foreign and international 
monetary authorities are considered to hold $1,227 million of the maturing 52-
week issue. -

Tenders for ehe bills will be received at Federal Reserve Banks and 
Branches and at the Bureau of ~he Public Debt, Washington, D.C. This offering 
of Treasury securities is governed by the terms and conditions set forth in the 
Uniform Offering Circular (31 CFR Part 356, as amended) for the sale and issue 
by the Treasury to the public of marketable Treasury bills, notes, and bonds. 

Details about the new security are given in the ateached offering 
highlights. 
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HIGHLIGHTS OF TREASURY OFFERING OF 52 -WEEK BILLS 
TO BE ISSUED OCTOBER 16, 1997 

October 3, 1997 

Offering Amount .... """"" $12.500 million 

Des~ription of Offering: 
T~ and type of security 364-day bill 
CUSIP number ................. 912794 SA 8 
Auction date ................. October 9, 1997 
Issue date ................... October 10, 1997 
Maturity date •............... Oceober 15, 1998 
Original issue date .......... October 16, 1997 
Maturing amoune .............. $20,191 million 
Minimum bid amount ........ '" $10,000 
Multiples ...•................ $1,000 

S"lmtissiQn of Bids: 
Noncompetitive bids 

Competi ti ve bids ..•...... (1) 

(2) 

(3) 

Max~ Reeognized Bid 

Accepted in full up to Sl,OOO,OOO at the 
average discount rate of accepted 
competitive bids 
MUSt be expressed as a discount rate with 
two decimals, e.g., 7.10%. 
Net long position for each bidder must be 
reporeed when the sum of the total bid 
amount, at all discount rates, and the 
net long position is $2 billion or 
greater. 
Net long position must be determined as 
of one half-hour prior to the clOSing 
time for receipt of competitive tenders. 

at a S~qle Yield ......... 35% of public offering 

MaxLmum Avard ................ 35~ o~ public offer~n9 

Reseipt of Tenders: 
Noncompetitive tenders Prior to l2:00 noon Eastern Daylight 

Saving time on auction day 

Competitive tenders .......... Prior to 1:00 p.m. Eastern Dayligb~ 
Saving time on auction day 

Rayment TehmS ................ Full payment ~ith tender or by charge 
to a funds account at a Federal Reserve 
Bank on issue date 



DEPARTMENT OF THE TREASURY 

TREASURY NEWS 
OFFICE OF PUBUC AFFAIRS -1500 PENNSYLVANIA AVENUE, N.W. - WASHINGTON, D.C. - 20220 - (202) 622-2960 

FOR IMMEDIATE RELEASE 
October 8, 1997 

Contact: Paul Elliott 
(202)622-2960 

TREASURY ANNOUNCES SECOND "EFT '99" PUBLIC HEARING 
-- 69 DAYS REMAIN IN PUBLIC COMMENT PERIOD --

The Treasury Department today announced that anyone wishing to attend or make a 
presentation at the second public hearing on the new Electronic Funds Transfer (EFf (99) 
proposal must contact the Department by Friday, October 10. The public comment period on 
this proposal will last for 69 more days and include public hearings in Baltimore, Maryland 
and New York, New York. The New York hearing will convene Monday, October 20, at 
10:00 a.m., at the U.S. Alexander Hamilton Customs House, 1 Bowling Green. 

• Requests to attend or present oral comments at the hearing should be directed to Martha 
Thomas-Mitchell at (202)874-6757. 

• Requests to present oral comments must be accompanied by an outline of topics to be 
discussed. Three business days prior to the hearing, presenters are requested to submit, 
in writing, the text of the comments to be made. 

• Presentations will be limited to approximately 10 minutes or less. Treasury reserves 
the right to impose further time or other restrictions on all presentations. 

In September, the Treasury Department announced its proposal to implement a new law 
that requires that all Federal payments, except tax refunds, be made electronically beginning 
January 2, 1999. This new initiative, mandated by Congress in the Omnibus Consolidated 
Rescissions and Appropriations Act of 1996, will significantly improve the way millions of 
Americans who are entitled to government payments obtain their funds. The Department 
hopes to receive extensive input from recipients and other affected entities on the proposed 
rule. 

More information about the rule or the schedule of public hearings is available to the 
public on Treasury's website at http://www.fms.treas.gov/eft. 

--30--
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PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEET - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
Oc'Cober 05, 1997 

CONTACT: Offi~e of Finan~ing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 13-WEEK BILLS 

Term: 
Issue Date: 
Mat:urit.y Date: 
CUSIP Number: 

91-Day Bill 
October 09, 1997 
January 08, 1998 
9127944Q4 

~~GE OF ACCEPTED COMPETITIVE BIDS: 

Discou..T'lt Investment. 
Rate Rate 1/ Price 

------ ---------- ----- ... 
Lo\,; 4.9:1- % 5.04 \ 98.759 
High 4.93 % 5.06 % 98.754 
AVerage ~.93 % 5.06 % 98.754 

Ter:ders a.t: the high discount rate ~"ere allo1:1:ed ~7%. 

AHOUN:'S TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Federal Reserve 
Foreign Official Inst. 

Refunded l'olaturing 
Additional Amounts 

TOTAL $ 

Tendered 

34,575,011 
1,290,331 

35,865,342 

3,2.34,320 

650,000 
o 

39,749,662 

!./ Equi valene coupon- issue yield. 

RR-1978 

bttp://www.pllbUcdebt.treaLgov 

$ 

$ 

Accepted 

5,601,251 
1,290,331 

6,891,582 

3,234,320 

650,000 
o 

10,775,902 
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CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 26-WEEK BILLS 

Term: 
Issue Date: 
Maturity Date: 
CUSIP NUmber: 

182-Day Bill 
Occober 09, 1997 
April 09. 1998 
9127946KS 

~~GE OF ACCEPTED COMPETITIVE BIDS: 

Discount Investment 
Rate Rate 1/ Price 

-- ... _- ---------- ------
Low 4.99 % 5.19 % 97.477 
High 5.0l % 5.21 % 97.467 
Average 5.01 % 5.21 % 97.467 

Tenders ~~ the high discount rate were allotced 34%. 

ANOUN'I'S TENDERED AND ACCEPTED (in chousands l. 

Tender Type 

COL.,peel ti ve 
Noncompetitive 

PtJBLIC SUBTOTAL 

Federal Reserve 
Foreign O:ticial Inst. 

Refunded Maturing 
Additional Amounts 

TOTAL 

1/ Equivalen~ coupon-issue yield. 

RR-1979 

$ 

$ 

Tendered 

35,523,652 
1,166,296 

36,689,946 

3,235,000 

1.641,000 
o 

41,565,948 

http://www.pubncdebt.b'eas.gov 

$ 

Acc@pted 

4,697,806 
1,166,296 

-----------------
5,864,102 

3,235,000 

l,64l,OOO 
o 

-----------------
$ 10,740,102 
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PUBLIC DEBT ANNOUNCES ACTIVITY FOR 
SECURITIES IN THE STRIPS PROGRAM FOR SEPTEMBER 1997 

Treasury's Bureau of the Public Debt announced activity figures for the month of September 1997, of 
securities within the Separate Trading of Registered Interest and Principal of Securities program 
(STRIPS). 

Principal Outstanding 
(Eligible Securities) 

Held in Unstripped Form 

Held in Stripped Form 

Reconstituted in September 

Dollar Amounts in Thousands 

$1,024,822,268 

$792,308,817 

$232,513,451 

$12,221,681 

The accompanying table gives a breakdown of STRIPS activity by individual loan description. The 
balances in this table are subject to audit and subsequent revision. These monthly figures are included 
in Table VI of the Monthly Statement of the Public De bt, entitled "Holdings of Treasury Securities in 
Stripped Form." 

The STRIPS data along with the new Monthly Statement of the Public Debt, is available on Public 
Debt's Internethomepage at: www.publicdebt.treas.gov.Awide range of information about the 

public debt and Treasury securities is also available on the homepage. 

000 

PA-285 

RR-1980 

http://www.publicdebt.treas.gov 



TABLE VI- HOLDINGS OF TREASURY SECURITIES IN STRIPPED FORM. SEPTEMBER ~ 1lt7 

Corpus Pnnclpal Amount Outstanding In Thousands 

Loan Descrlpllon STRIP Malunty Dale Reconstituted 

CUSIP Total Portion Held In Portion Held In This Month 
Outstanding Unstnpped Form Stnpped Form 

Treasury Noles 
CUSIP Series Interest Rate 

8.000 912827 VN9 C 8-7/8 912820 AL I 11/15/97 9.808.329 5.625.929 4.182.400 

I/'N9 A 8-1/8 AM9 02115/98 9.159.068 6.124.508 3.034.560 204.800 

WE8 B 9 AN7 05/15/98 9.165.387 6,415.987 2.749.400 29.800 

\/\IN8 C ~1/4 AP2 08/15/98 11.342.646 7.222.646 4.120.000 26.400 

D 8-7/8 AOO 11/15/98 9.902.875 6.250.075 3.652.800 0 
WNB 

XE7 A 8-718 AR8 02115/99 9.719.623 7.873.223 1.846,400 166,400 

XN7 B ~118 AS6 05/15/99 10.047.103 6~477.503 3.569.600 36.800 

XW7 C 8 AT4 08/15/99 10.163.644 -6.980.069 3.183.575 46.100 

3H3 AK 5-3/4 CBl 09/30/99 17.486.230 17.486.230 0 0 

YE6 D 7-7/8 AUI 11115/99 10.773.960 7.146.760 3.627.200 16.000 

YN6 A 8-112 AV9 02115/00 10.673.033 8.250.633 2,422,400 127.200 

YW6 B 8-7/8 AW7 05/15/00 10.496.230 5.630.630 4.865.600 107.200 

lE5 C 8-314 AX5 08/15/00 11.080.646 7.266.726 3.813.920 147.360 

lN5 D 8-112 AY3 11/15/00 11.519.682 7.386.082 4.133.600 126.000 

ZX3 A 7-314 AlO 02115/01 11.312.802 7.984.802 3.328.000 87.200 

A85 B 8 BA4 05/15/01 12.398.083 8.754.633 3.643,450 103.125 

B92 C 7-7/8 BB2 08115/01 12.339.185 8.348.785 3.990,400 25.600 

D25 D 7-112 BCO 11/15/01 24.226.102 20.766.662 3,459.440 123.600 

F49 A 7-112 BD8 05/15/02 11.714.397 9.612.877 2.101.520 36,400 

G55 B 6-3/8 BE6 08/15/02 23.859.015 22.385.415 1,473.600 57.600 

3J9 M 5-7/8 CC9 09130102 12.806.238 12.806.238 0 0 

J78 A 6-1/4 BF3 02115/03 23.562.691 23.149.571 413.120 72.000 

l83 B 5-3/4 BGI 08/15/03 28.011.028 27.550.228 460.800 81.600 
N81 A 5-7/8 BH9 02115/04 12.955.077 12.761.477 193.600 4.800 
P89 B 7-114 BJ5 05/15/04 14.440.372 14,430.772 9.600 72.800 
088 C 7-114 BK2 08/15/04 13.346,467 12.823.267 523.200 300.000 
R87 D 7-7/8 BlO 11115/04 14.373.760 14.373.760 0 0 
S86 A 7-112 BM8 02115/05 13.834.754 13.812.354 22.400 0 
T85 B 6-112 BN6 05/15/05 14.739.504 14.739.504 0 0 
U83 C 6-112 BPI 08/15/05 15.002.580 15.002.580 0 0 
V82 D 5-7/8 B09 11/15/05 15.209.920 15,206.720 3.200 0 

W81 A 5-5/8 BR7 02115/06 15.513.587 15.509.427 4.160 0 
X80 B 6-7/8 BS5 05/15/06 16.015.475 16.015.475 0 0 
Y55 C 7 BT3 07/15/06 22.740.446 22.740.446 0 0 
l62 D 6-1/2 BUO 10/15/06 22,459.675 22,459.675 0 0 
2JO B 6-1/4 BV116 02115/07 13.103.678 13.103.678 0 0 
2U5 C 6-5/8 BX4 05/15/07 13.958.186 13.958.186 0 0 
3EO D 6-1/8 CA3 08/15/07 13.036.324 13.036.324 0 0 

Treasury Bonds: 
CUSIP: Interest Rate: 
912810 DM7 11-5/8 912803 AB9 11/15/04 8.301.806 4.781.806 3.520.000 99.200 

D08 12 ADS 05/15/05 4.260.758 2,478.608 1.782.150 141.000 
DR6 10-3/4 AG8 08115/05 9.269.713 7.440.113 1.829.600 198.400 
DU9 ~3/8 AJ2 02115/06 4.755.916 4.745,420 10,496 0 
DN5 11-3/4 912800 AA7 11115/14 6.005.584 2.358.384 3.647.200 158.400 
DPO 11-1/4 912803AAI 02115/15 12.667.799 10.895,479 1.772.320 1.120,480 
DS4 10-5/8 AC7 08115/15 7.149.916 5.964.636 1.185.280 190.720 
DT2 ~7/8 AE3 11/15/15 6.899.859 4.738.259 2.161.600 169.600 
DV7 ~114 AFO 02115/16 7.266.854 6.507.654 759.200 50.400 
DW5 7-1/4 AH6 05115/16 18.823.551 18.623.551 200.000 30,400 
DX3 7-112 AK9 11/15/16 18.864.448 17.880.688 983.760 0 
DYI 8-3/4 Al7 05115/17 18.194.169 8.396.249 9.797.920 268.960 
Dl8 8-7/8 AM5 08115/17 14.016.858 7.031.258 6.985.600 142,400 
EA2 ~1/8 AN3 05/15/18 8.708.639 3.089,439 5.619.200 190.400 
EBO 9 AP8 11/15/18 9.032.870 2.040.870 6.992.000 370.600 
EC8 8-718 A06 02115/19 19.250.798 4.745.198 14.505.600 84.800 
ED6 8-1/8 AR4 08/15/19 20.213.832 18.097.032 2.116.800 216.960 
EE4 8-1/2 AS2 02115120 10.228.868 5.705.668 4.523.200 283.600 
EFI 8-3/4 ATO 05115/20 10.158.883 3.596.323 6.562.560 107.200 
EG9 8-3/4 AU7 08/15/20 21.418.606 5.534.926 15.883.680 450.080 
EH7 7-7/8 AV5 02115/21 11.113.373 9.740.573 1.372.800 257.600 
EJ3 8-1/8 AW3 05115/21 11.958.888 5.018,408 6.940.480 323.520 
EKO 8-118 AXI 08/15/21 12.163,482 4,467,482 7.696.000 358.720 
El8 8 AY9 11/15/21 32.798.394 6.247.594 26.550.800 1.746,400 

EM6 7-114 Al6 08/15/22 10.352.790 9,415.190 937.600 375.200 EN4 7-5/8 BAO 11115/22 10.699.626 2.974.826 7.724.800 272.000 EP9 7-118 BB8 02115/23 18.374.361 13.721.561 4.652.800 424,000 
E07 6-1/4 BC6 08/15/23 22.909.044 18.253.044 4.656.000 495,456 
ES3 7-112 BD4 11/15/24 11,469.662 3.443.022 8.026.640 889.680 ETI 7-5/8 BE2 02115/25 11.725.170 5.257.970 6,467.200 673.600 EV6 6-7/8 BF9 08/15/25 12.602.007 12.097.687 504.320 109.120 EW4 6 BG7 02115/26 12.904.916 12.716.616 188.300 0 EX2 6-3/4 BH5 08/15/26 10.893.818 10.367,418 526,400 0 EYO 6-112 BJI 11/15/26 11.493.177 11.448.377 44.800 0 El7 6-5/8 BK8 02115/27 10,456.071 9.924.871 531.200 16.000 FAI 6-318 Bl6 08/15/27 10.735.756 10.708.556 27.200 Treasury Inflallon-Indexed Notes: 0 

CUSIP Senes Interest Rate' 
9128272M3 A 3-3/8 912820 BV8 01/15/07 15.962.667 15.962.667 0 0 3A8 J 3-5/8 Bl9 07/15/02 8.421.537 8.421.537 0 0 TOlal 1.024.822.268 792.308.817 232.513.451 12.221.681 

Note On :ne 4m worxoay of eaCl'\ month Table VI WIll be available after 3 00 p m eastem 
bme on the Commerce Departmenfs EconomiC Bunebn Board (EBB) and on the Bureau of the 

PubliC Deb! s webs,te a: ",np /IWWW pubhCdebl treas gOY For more Information about EBB. call (202) 482-1966. The balances;n thiS table are subfect to audit and subsequent adJustments 
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JOSEPH H. GUTTENTAG 
INTERNA TIONAL TAX COUNSEL 

BEFORE THE 
COMMITTEE ON FOREIGN RELATIONS 

UNITED STATES SENATE 

Mr. Chainnan and members of the Committee, I am pleased today to recommend on 
behalf of the Administration, favorable action on eight bilateral tax treaties and protocols that the 
President has transmitted to the Senate and that are the subject of this hearing. These agreements 
would provide significant benefits to the United States, as well as to our treaty partners. Treasury 
appreciates the Committee's interest in these agreements as demonstrated by the scheduling of 
this hearing. Treasury requests the Committee and the Senate to take prompt and favorable 
action on all of these agreements. 

The treaties and protocols before the Committee today represent a cross-section of the 
United States tax treaty program. There are new agreements with five of our oldest treaty 
partners, Austria, Luxembourg, Switzerland, Ireland, and Canada. Two agreements are with new 
treaty partners of growing economic significance, Turkey and Thailand. The eighth agreement 
before you, the treaty with South Africa, brings that important country back into our tax treaty 
network after its change in government. The new agreements will generate substantial benefits 
for United States taxpayers and tax authorities, and will serve to expedite and increase desirable 
international economic activity. Tax conventions, as explained in greater detail below, do not 
represent a zero sum exercise. Not only do United States-based businesses benefit from 
exemption from, or reduction of, foreign taxes, but additional tools are provided to enforce our 
tax laws, particularly with respect to international tax crimes, often related to money laundering 
and illegal drug traffic. Mutual agreement procedures not only minimize the risk of double 
taxation of our multinationals, as well as assuring appropriate taxation of foreign based 

RR-1981 
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companies, but also facilitate a fair allocation of tax revenues between our treaty partners and the 

United States. 

To help frame our discussions of the pending agreements, I would like to describe in 
general terms the United States tax treaty program. The United States has a network of 48 
bilateral income tax treaties, the first of which was negotiated in 1939. We have treaties with 
most of our significant trading partners. Approval of the treaty with Turkey, which is before you 
today, would achieve an important objective of having tax treaty relationships with all of the 
members of the Organization for Economic Cooperation and Development, the OECD. 

The Department of the Treasury receives regular and numerous requests to enter tax 
treaty negotiations. As a result it has been necessary for us to establish priorities. These 
priorities are not new; they are reflected in our existing treaty network including the agreements 
the Senate approved last year as well as the treaties that you are considering today. 

Consistent with both Administration and Congressional policies, the Treasury gives 
priority to renegotiating older treaties that lack effective anti-abuse clauses or otherwise fail to 
reflect current United States treaty policy. Examples in this category are the agreements with 
Austria, Luxembourg, Switzerland, and Ireland. We have made it clear to our treaty partners that 
we will not tolerate continuation of treaty relationships that fail to reflect important United States 
treaty policies. This policy was underscored last year by the termination of our treaties with 
Malta and Aruba, and by the termination protocol with respect to the Netherlands Antilles. 

Another priority is to conclude treaties or protocols that are likely to provide the 
greatest benefits to United States taxpayers, such as when economic relations are hindered by tax 
obstacles. Such new agreements could include treaties with expanding economies with which we 
lack a treaty, or revised and improved treaties with existing treaty partners. Examples in this 
category include the treaties with Turkey, Thailand, and South Africa. As we complete our 
renegotiation of outdated treaties, we are able to increase the priority we place on negotiating tax 
treaties in countries and regions of increasing importance to the United States and United States 
business. Thus, a major focus of our tax treaty program in the next several years will be to 
continue and expand our treaty activities with countries in Latin America and Southeast Asia. 

We also try to conclude treaties with countries that have the potential to be significant 
trading partners. The list of such countries has always been a long one, and it has become even 
longer since the creation of many new market-oriented economies in the former Soviet Union 
and eastern European countries. Treasury focuses its efforts in this category on those countries 
that have developed stable tax systems and that have the greatest potential for bilateral economic 
activities. We also take into account the concerns and interests of other governmental agencies 
and the private sector. The existence of a treaty will help remove tax impediments to trade and 
investment in such countries and thereby help establish economic ties that will contribute to the 
country's stability and independence, as well as improving its political relationships with the 
United States. In the past four years the Senate considered and approved treaties with five 
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countries that fit this description: the Russian Federation, the Czech Republic, Slovakia, 
Kazakstan, and Ukraine. Other treaties in this category that have been initialed but not yet signed 
are with Estonia, Latvia, and Lithuania 

In determining our country priorities as well as treaty positions, we consult regularly and 
usefully with many constituencies. We meet with the staff of this Committee and its members as 
well as staffs of the tax writing committees. We hear from many United States-based companies 
and trade associations which provide useful guidance particularly with respect to practical in
country problems they face. We are constantly working to ensure that new economic and 
commercial developments, such as the revolution in communication technology, are 
appropriately dealt with in our tax conventions. 

The OECD provides a useful forum to consider these developments with our treaty 
partners. The development of new technologies in particular increases the need for international 
cooperation with respect to many tax policy and administration issues. 

Benefits Provided by Income Tax Treaties 

Irrespective of the category in which a particular country may fall, we seek to achieve the 
same two basic objectives through the treaty. First, to reduce income tax-related barriers to 
international trade and investment. An active treaty program is important to the overall 
international economic policy of the United States, and tax treaties have a substantial positive 
impact on the competitive position of United States businesses that enter a treaty partner's 
marketplace. 

A second general objective of our tax treaty program is to combat tax avoidance and 
evasion. A treaty provides the tax administrations of both treaty partners with additional tools 
with which to improve international tax administration. 

While the domestic tax legislation of the United States and other countries in many ways 
is intended to further the same general objectives as our treaty program, a treaty network goes 
beyond what domestic legislation can achieve. Legislation is by its nature unilateral, and cannot 
easily distinguish among countries. It cannot take into account other countries' rules for the 
taxation of particular classes of income and how those rules interact with United States statutory 
rules. Legislation also cannot reflect variations in the United States' bilateral relations with our 
treaty partners. A treaty, on the other hand, can make useful distinctions, and alter in an 
appropriate manner, domestic statutory law of both countries as it applies to income flowing 
between the treaty partners. 

For example, a basic concept found in all of our treaties establishes the minimum level of 
economic activity that a resident of one country must engage in within the other before the latter 
country may tax the resulting business profits. These rules, the permanent establishment and 
business profits provisions, not only eliminate in many cases the difficult task of allocating 
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income and resulting tax between countries but also serve to encourage desirable trade activities 
by eliminating, or reducing, what can often be complex tax compliance requirements. 

Benefits to Taxpayers 

An income tax treaty removes impediments to international trade and investment by 
reducing the threat of "double taxation" that can occur when both countries impose tax on the 
same income. I'd like to mention four different aspects of this general goal. First, an income tax 
treaty generally increases the extent to which exporters can engage in trading activity in the other 
country without triggering tax. Second, when that threshold is met and tax is imposed, it 
establishes rules that assign to one country or the other the primary right of taxation with respect 
to an item of income, it ensures appropriate deductions and reduces the withholding tax on flows 
of income. Third, the treaty provides a dispute resolution mechanism to prevent double taxation 
that sometimes can arise in spite of the treaty. Finally, and often most importantly, the treaty 
helps to create stability of tax rules thereby encouraging desirable economic activity. These 
benefits are not limited to companies and business profits. Treaties remove tax impediments to 
desirable scientific, educational, cultural and athletic interchanges, facilitating our ability to 
benefit from the skills and talents of foreigners including world renowned rock stars, symphony 
orchestras, astrophysicists and Olympic athletes. You will note that treaty benefits are not 
limited to profit-making enterprises as they deal with pension plans, Social Security benefits (as 
in the protocol with Canada), charitable organizations, researchers and alimony and child support 
recipients. I would like to discuss some of these aspects of an income tax treaty. 

One of the principal ways in which double taxation is eliminated is by assigning primary 
taxing jurisdiction in particular factual settings to one treaty partner or the other. In the absence 
of a treaty, a United States company operating a branch or division or providing services in 
another country might be subject to income tax in both countries on the income generated by 
such operations (perhaps because of limitations on the foreign tax credit provided by the Code). 
The resulting double taxation can impose an oppressive financial burden on the operation and 
might well make it economically unfeasible. 

The tax treaty lays out ground rules providing that one country or the other, but not both, 
will have primary taxing jurisdiction over branch operations and individuals performing services. 
In general terms, the treaty provides that if the branch operations have sufficient substance and 
continuity, and accordingly, sufficient economic penetration, the country where the activities 
occur will have primary (but not exclusive) jurisdiction to tax. In other cases, where the 
operations are relatively minor, the home country retains the sole jurisdiction to tax. These 
provisions are especially important in treaties with lesser developed countries, which in the 
absence of a treaty frequently will tax a branch operation even if the level of activity conducted 
in the country is negligible or where the line is not clear and frequently will not allow deductions 
for ap~ropri~te ~xpenses. ~nder the favorable treaty rules, United States manufacturers may 
estabhsh a SIgnIficant foreIgn presence through which products are sold without subjecting 
themselves to foreign tax or compliance rules. Similarly, United States residents generally may 
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live and work abroad for short periods without becoming subject to the other country's taxing 
jurisdiction. 

High withholding taxes at source are an impediment to international economic activity. 
Under United States domestic law, all payments to non-United States persons of dividends and 
royalties as well as certain payments of interest are subject to withholding tax equal to 30 percent 
of the gross amount paid. Inasmuch as this tax is imposed on a gross rather than net amount, it 
imposes a high cost on investors receiving such payments. Indeed, in many cases the cost of 
such taxes can be prohibitive as a 30 percent tax on gross income often can exceed 100 percent 
of the net income. Most of our trading partners impose similar levels of withholding tax on these 
types of income. 

Tax treaties alleviate this burden by reducing the levels of withholding tax that the treaty 
partners may impose on these types of income. In general, United States policy is to reduce the 
rate of withholding taxation on interest and royalties to zero. Dividends normally are subject to 
tax at one of two rates, 15 percent on portfolio investors and 5 percent on direct corporate 
investors. 

The extent to which this policy is realized depends on a number of factors. Although 
generalizations often are difficult to make in the context of complex negotiations, it is fair to say 
that we are more successful in reducing these rates with countries that are relatively developed 
and where there are substantial reciprocal income flows. We also achieve lesser but still very 
significant reductions with countries where the flows tend to be disproportionately in favor of the 
United States. Lesser developed and newly emerging economies, where capital and trade flows 
are often disparate or sometimes one-way, create obstacles to achieving our desired level of 
withholding. These countries frequently fmd themselves on the horns of a dilemma. They know 
that they must reduce their high levels of taxation to attract foreign capital but, at·the same time, 
they are unwilling to give up scarce revenues. Such prospective treaty partners may perceive 
that they are making a concession in favor of the United States without receiving a corresponding 
benefit when they reduce withholding rates. In some such cases, we will look at the level of 
overall rates of tax and avoid agreements which serve to transfer tax from a less developed 
foreign fisc to the United States. For this reason and others, the treaty withholding rates will 
vary. Furthermore, even if the treaty does not serve to reduce existing rates, it provides 
limitations and the certainty demanded by business decision-makers. 

The rules provided in the treaty are general guidelines that do not address every 
conceivable situation, particularly, new developments. Consequently, there will be cases in 
which double taxation occurs in spite of the treaty. In such cases, the treaty provides 
mechanisms enabling the tax authorities of the two governments -- known as the "competent 
authorities" in tax treaty parlance -- to consult and reach an agreement under which the taxpayer's 
income is allocated between the two taxing jurisdictions on a consistent basis, thereby preventing 
the double taxation. 
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Prevention of Tax Evasion 

All the aspects of tax treaties that I have been discussing so far involve benefits that the 
treaties provide to taxpayers, especially multinational companies but also others I have described. 
\Vhile providing these benefits certainly is a major purpose of any tax treaty, it is not the only 
purpose. The second major objective of our income tax treaty program is to prevent tax evasion 
and to ensure that treaty benefits flow only to the intended recipients. Tax treaties achieve this 
objective in at least two major ways. First, they provide for exchange of information between the 
tax authorities. Second, they contain provisions designed to ensure that treaty benefits are 
limited to real residents of the other treaty country and not to "treaty shoppers." 

Under the tax treaties, the competent authorities are authorized to exchange information, 
including confidential taxpayer information, as may be necessary for the proper administration of 
the countries' tax laws. This aspect of our tax treaty program is one of the most important 
features of a tax treaty from the standpoint of the United States. The information that is 
exchanged may be used for a variety of purposes. For instance, the information may be used to 
identify unreported income or to investigate a transfer pricing case. In recent years information 
exchange has become a priority for the United States in its tax treaty program. 

Recent technological developments which facilitate international, and anonymous, 
communications and commercial and fmancial activities can also encourage illegal activities. 
Over the past several years we have experienced a marked and important sea change as many of 
the industrialized nations have recognized the increasing importance of tax information exchange 
and that the absence thereof serves to encourage not only tax avoidance and evasion, but also 
criminal tax fraud, money laundering, illegal drug trafficking, and other criminal activity. 
Treasury is proud of the role it has played in moving these issues forward not only in our 
bilateral treaty negotiations but also in other fora such as the OEeD and the ~AS. We have 
observed that within the European Union there has been increasing recognition that the desired 
political and economic unity requires full disclosure and transparency. 

To emphasize the importance of this subject, the Department of Justice has written a 
letter, in light of its obligations to enforce the tax laws, expressing its support for these treaties. 
A copy of the letter is appended to this testimony for the Committee's information. 

A second major objective of U.S. tax treaty policy is to obtain comprehensive provisions 
designed to prevent abuse of the treaty by persons who are not bona fide residents of the treaty 
partner. This abuse, which is known as "treaty shopping," can take a number of forms, but its 
general characteristic is that a resident of a third state that has either no treaty with the United 
States or a relatively unfavorable one establishes an entity in a treaty partner that has a relatively 
favorable treaty with the United States. This entity is used to hold title to the person's United 
States investments, which could range from portfolio stock investments to major direct 
investments or other treaty-favored activity in the United States. By placing the investment in 
the treaty partner, the third-country person is able to withdraw the returns from the United States 
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investment subject to the favorable rates provided in the tax treaty, rather than the higher rates 
that would be imposed if the person had invested directly into the United States. The United 
States treaty partner must of course cooperate by providing favorable tax treatment to the third 
country investor. 

This Committee and the Congress have expressed strong concerns about treaty shopping, 
and the Department of the Treasury shares those concerns. If treaty shopping is allowed to 
occur, then there is less incentive for the third country with which the United States has no treaty 
to negotiate a treaty with the United States. The third country can maintain inappropriate barriers 
to United States investment and trade, and yet its companies can operate free of these barriers by 
organizing their United States transactions so that they flow through a country with a favorable 
United States tax treaty. 

Although anti-treaty shopping provisions give us leverage in negotiating with other 
countries, we do not necessarily need to have tax treaties with every country in the world. There 
are usually very good reasons why the United States has not concluded a treaty with a particular 
country. For example, we generally do not conclude tax treaties with jurisdictions that do not 
impose significant income taxes, because there is little danger of double taxation of income in 
such a case and it would be inappropriate to reduce United States taxation on returns on inbound 
investment if the other country cannot offer a corresponding benefit in exchange for favorable 
United States treatment. The anti-treaty shopping provisions in our treaty network support this 
goal by preventing investors from enjoying the benefits of a tax-haven regime in their home 
country and, at the same time, the benefits of a treaty between the United States and another 
country. However, these situations often are not black or white. Some countries have adopted 
favorable tax regimes applicable to limited sectors of their economy and the United States 
believes that in many circumstances it is inappropriate to grant treaty benefits to companies 
taking advantage of such regimes. On the other hand there may be other elements of the 
economy as well as other factors that would make a treaty relationship useful and appropriate. 
Accordingly, in some cases we have devised treaties that carve out from the benefits of the 
treaties certain residents and activities. In other cases, we have offered to enter into an 
agreement limited to the exchange of tax information. We have a number of these agreements, 
particularly with Caribbean countries. 

The Department of the Treasury has included in all its recent tax treaties comprehensive 
"limitation on benefits" provisions that limit the benefits of the treaty to bona fide residents of 
the treaty partner. These provisions are not uniform, as each country has its own characteristics 
that make it more or less inviting to treaty shopping in particular ways. Consequently, each 
provision must to some extent be tailored to fit the facts and circumstances of the treaty partners' 
internal laws and practices. Moreover, these provisions should be crafted to avoid interfering 
with legitimate and desirable economic activity. For example, we have begun to address directly 
in our negotiations the issue of how open-end United States regulated investment companies 
(RICs) should be treated under limitation on benefits provisions in order to facilitate cross-border 
investments from this important source of capital. Because these funds are required to stand 
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ready to redeem their shares on a daily basis, we believe they generally should be entitled to 
treaty benefits to the same extent as closed-end RIes, which qualify for benefits under standard 
limitation on benefits provisions because they are publicly traded on stock exchanges. However, 
the negotiators need to ensure that what may appear to be similar funds established in the treaty 
partner cannot be used to promote treaty shopping. 

Transfer Pricin2 

Several of the aspects of income tax treaties that I have been describing are highly 
relevant to the resolution of transfer pricing issues. Transfer pricing relates to the division of the 
taxable income of a multinational enterprise among the jurisdictions where it does business. If a 
multinational manipulates the prices charged in transactions between its affiliates in different 
countries, the income reported for tax purposes in one country may be artificially depressed, and 
the tax administration of that country will collect less tax from the enterprise than it should. 
Accordingly, transfer pricing is an important subject not only in this country but in most other 
countries as well. 

In analyzing the prices charged in any transaction between parties that are commonly 
controlled, it is necessary to have a benchmark by which to evaluate the prices charged. The 
benchmark adopted by the United States and all our major trading partners is the arm's-length 
standard. This standard is reflected in hundreds of existing tax treaties. Under the arm's-length 
standard, the price charged should be the same as it would have been had the parties to the 
transaction been unrelated to one another -- in other words, the same as if they had bargained at 
"arm's-length." 

Consistent with the domestic practice of all major trading nations, all of our 
comprehensive income tax treaties adopt the arm's-length standard as the agreed benchmark to be 
used in addressing a transfer pricing case. Adoption of a common approach to these cases is 
another benefit provided by tax treaties. A common approach consistently applied is a sine qua 
non for preventing both tax avoidance and double taxation. A common approach guarantees the 
possibility of achieving a consistent allocation of income between the treaty partners. Without 
such an assurance, it is possible that the two tax authorities would determine inconsistent 
allocations of income to their respective jurisdictions, resulting in either double taxation or under 
taxation. Double taxation would occur when part of the multinational's income is claimed by 
both jurisdictions. Under taxation would occur when part of the multinational's income is 
claimed by neither jurisdiction. 

By adopting a common standard, the risks of double taxation and under taxation are 
minimized. Furthermore, when double taxation does occur, the competent authorities of the two 
countries are empowe~ed to ~onsult ~d agree on an equitable division of income based upon this 
common reference pornt. WIthout this common reference point, reaching mutual agreement 
would be difficult or impossible. 
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Distributions from Real Estate Investment Trusts (REITs) 

Our tax treaties must provide appropriate tax treatment for categories of income which 
are specially treated under the Code. One important example of such provisions are the REITs, 
created by Congress to help investors achieve diversified ownership in primarily passive real 
estate investments. In the case of foreign investors, the Congress provided for a 30% withholding 
tax except for certain capital gain distributions. These rules reflected U.S. tax policy which is 
consistent with those of most other countries: each country reserves the right to impose a full tax 
on income from real property, leaving the residence country to alleviate any resulting double 
taxation. 

REITs are created as U.S. corporations and their distributions are in the form of 
corporate dividends. Unlike corporations, however, they generally are not subject to tax at the 
corporate level and, if their distributions were not subject to full taxation, their income would not 
be subject to full taxation at the entity level or the shareholder level. Therefore, a decision must 
be made whether to characterize the distributions as distributions of real property rental income 
subject to at least one level of full U.S. taxation or as dividends subject to a lower rate. 

It is has been U.S. policy since 1988 to treat REIT distributions as conduit distributions 
of real estate rental income. The policy originated in a 1988 directive, with which the 
Department of the Treasury agreed, from the Joint Committee on Taxation and the Senate 
Committee on Foreign Relations. The purpose of excluding certain REIT dividends from 
preferential dividend withholding tax rates under the treaties is to prevent foreign investors from 
utilizing a REIT conduit to convert high-taxed U.S. source rental income into lower taxed 
dividend income by passing the rental income through a REIT. This policy avoids a disparity 
between the taxation of direct real estate investments and real estate investments made through 
REIT conduits. Limited relief from this rule generally is provided in the case of REIT dividends 
beneficially owned by individuals holding less than a 10-percent interest in the REIT. Such 
REIT dividends qualify for the reduced withholding tax rates generally available in respect of 
dividends. 

Economic changes since these policies were established ten years ago require that we 
review our position in order to insure that our treaty policies reflect the best interests of the 
United States. These interests include not discouraging, through our tax rules, desirable foreign 
investment. To that end we have consulted with representatives of the REIT industry and we are 
now satisfied that our current treaty policy should be modified. While the treaties before you 
represent policies with which we all have agreed, we now believe that it is appropriate to revise 
our treatment of REIT dividends under our treaties. 

Our new policy takes into account that portfolio investments in a REIT whether by 
individuals or institutional investors may be indistinguishable in intent and results from similar 
investments in other corporate securities and should be afforded similar tax consequences in 
appropriate circumstances. In carrying out such a policy however, two other considerations are 
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significant. First, we should maintain a reasonable neutrality with respect to the taxation of 
foreigners and U.S. citizens. A potential U.S. investor in a shopping mall should not be out bid 
by a foreigner because we have, through out treaty process, provided inappropriate tax benefits to 
the foreigner. Second, we should not provide such generous REIT benefits that foreigners 
choose to make economically distorted investments to our disadvantage. For example, we do not 
want a foreigner that is considering building a major job-producing new factory in the United 
States to choose instead to buy an existing office building because of inappropriately favorable 
tax treatment of the latter. 

The proposal which we put before you today has been developed by the staff of the Joint 
Committee on Taxation in consultation with the staff of this Committee and Treasury and with 
the help of the REIT industry. Our existing treaty policy provides for a 30% withholding tax on 
REIT dividends with an exception for payments to individuals who hold 10% or less of the 
REIT. Our new policy retains the current treatment of individuals with 10% or smaller holdings 
of the REIT and, in addition, provides for a 15% withholding tax on dividends paid by (i) a 
publicly traded REIT to any shareholder who holds a 5% or smaller interest in theREIT, and 
(ii) a publicly traded or non-publicly traded REIT, the holdings of which are substantially 
diversified, to a shareholder who holds a 10% or smaller interest in the REIT. 

We are going to reflect this new policy in our model treaty and in future treaty 
negotiations. Furthermore we support the proposal to insert a reservation to the Senate's advice 
and consent to our pending treaty with Luxembourg to reflect our new REIT policy in that 
treaty, as well as assuring "grandfathered" benefits for certain current investments. We are also 
going to use our best efforts to secure agreement with Austria, Ireland and Switzerland to 
protocols to our new treaties to reflect our new REIT policy. 

We believe that the foregoing proposal goes as far as we can in accommodating the 
changes in the REIT industry consistent with sound tax policy designed to take into account the 
factors described above. Representatives of the REIT industry have been most helpful in 
providing us with information with respect to developments in the industry and changes in 
investment patterns since adoption of our 1988 policy and have indicated their support for the 
new policy. 

Basis for Ne~otiations 

Each of these treaties before you today reflects the basic principles of current United 
States treaty policy. The provisions in each treaty borrow heavily from recent treaties approved 
by the Senate and the U.S. model (which had not yet been published while most of the treaties 
w~re negotiated, but was available to U.S. negotiators in draft form) and are generally consistent 
WIth the 1992 OECD Model Income Tax Convention. The United States was and continues to be 
an activ~ partici?~t in the de~elopment ~fthe OECD Model, and we are generally able to use 
most of Its proVISIOns as a basIS for negotIations. 



- 11 -

The U.S. model was published in September 1996. A model treaty is a useful device if 
used properly and kept current. 

Based on our experience, we anticipate that the United States model, like the OECD 
model, will not be a static document but will be modified as required to reflect changes in United 
States tax law or policy, economic, technical and other changes that may require further 
elaboration, clarification or even reversals of prior policies. There are no major inconsistencies 
between the US and OECD model, but rather the US model elaborates on issues in which the 
United States may have a greater interest or which result from particular aspects of United States 
law and policy. For example, our limitation of benefits provisions are generally not found in 
typical tax treaties of other OECD countries. We have also found it useful tc expand on treaty 
coverage and treatment of pass-through entities such as our limited liability companies. The tax 
consequences resulting from the development of new financial instruments need to be 
internationally accepted and consistent. Despite the importance we attach to the OECD model 
and our continuing efforts with our colleagues to improve it and keep it current, most countries 
cannot accede to all of the provisions of that model, nor do we expect that all of our prospective 
treaty partners will agree with all of the provisions of our model. We believe that our new model 
and its accompanying explanation will find its principal benefits to be enabling all interested 
parties, including this Committee and the Congress and its staffs, the American business 
community, and our prospective treaty partners, to know and understand our treaty positions. 
We anticipate that American companies will be able to use the model to suggest modifications 
that may be required in connection with negotiations with a particular country based on the 
interaction of our two tax systems. For example, in my discussions of our policies with respect 
to information exchange and treaty shopping I noted the need to tailor these provisions to the 
specific circumstances, which will differ from country to country. We have presented our model 
to the OECD with the intention of working together to create even greater consistency 
concerning the important issues covered. We do not anticipate that the United States will ever 
sign a tax convention identical to the model; there are too many variables. 

A nation's tax policy, as reflected in its domestic tax legislation as well as its tax treaty 
positions, reflects the sovereign choices made by that country in the exercise of one of its most 
important governmental functions, that of funding the government. Numerous features of the 
treaty partner's unique tax legislation and its interaction with United States legislation must be 
considered in negotiating an appropriate treaty. Examples include the treatment of partnerships 
and other transparent entities, whether the country eliminates double taxation through an 
exemption or a credit system, whether the country has bank. secrecy legislation that needs to be 
modified by treaty, and whether and to what extent the country imposes withholding taxes on 
outbound flows of investment income. Consequently, a negotiated treaty needs to take into 
account all of these and other aspects of the treaty partner's tax system in order to arrive at an 
acceptable treaty from the perspective of the United States. Accordingly, a simple side-by-side 
comparison of two actual treaties, or of a proposed treaty against a model treaty, will not enable 
meaningful conclusions to be drawn as to whether a proposed treaty reflects an appropriate 
balancing of interests. In many cases the differences are of little substantive importance, 
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reflecting language problems, cultural obstacles or other impediments to the use of particular 
United States or DECD language. The technical explanations which accompany our treaty, the 
discussions with the staffs of this Committee and its members, and the staffs of the tax law 
writing Committees, and most importantly, hearings such as this, will provide the Senate with 
the assurance that a particular treaty is, overall, in the best interests of the United States. 

Discussion of Treaties and Protocols --Austria. Luxembourg. Turkey. Switzerland. Thailand. 
South Africa. Ireland. Canada 

In addition to keeping in mind that each treaty must be adapted to the individual facts and 
circumstances of each treaty partner, it also is important to remember that each treaty is the result 
of a negotiated bargain between two countries that often have conflicting objectives. Each 
country has certain issues that it considers nonnegotiable. The United States, which insists on 
effective anti-abuse and exchange-of-information provisions, and which must accommodate its 
uniquely complex internal laws, probably has more nonnegotiable issues than most countries. 
Obtaining the agreement of our treaty partners on these critical issues sometimes requires other 
concessions on our part. Similarly, other countries sometimes must make concessions to obtain 
our agreement on issues that are critical to them. The give and take that is inherent in the 
negotiating process leading to a treaty is not unlike the process that results in legislation in this 
body. Treaties can each be different and yet represent an ideal treaty from the United States 
perspective with a particular country because of the specific economic relationships, domestic tax 
rules and other factors, and even though the treaty does not completely adhere to a model, 
whether that of the United States, the OECD or the treaty partner. 

Each of the full treaties before the Committee today allows the United States to impose 
our branch profits tax at the treaty's direct-dividend rate. In addition, in conformity with what 
has become standard United States treaty policy, excess inclusions with respect to· residual 
interests in real estate mortgage investment conduits (REMICs) are subject to the United States 
statutory withholding rate of 30 percent. 

The proposed treaties also contain provisions designed to improve the administration both 
of the treaty and of the underlying tax systems, including rules concerning exchange of 
information, mutual assistance, dispute resolution and nondiscrimination. Each treaty permits 
the General Accounting Office and the tax-writing committees of Congress to obtain access to 
certain tax information exchanged under treaty for use in their oversight of the administration of 
United S~te~ ta:' la.ws ~d treaties. Each treaty also contains a now-standard provision ensuring 
that tax dIscnnunatlOn disputes between the two nations generally will be resolved within the 
ambit of the tax treaty, and not under any other dispute resolution mechanisms including the 
World Trade Organization (WTO). ' 

Each tr~aty also contains a comprehensive limitation on benefits provision designed to 
e~ure that reSIdents of e~ch State may enjoy treaty benefits only if they have a substantial nexus 
Wlth that State, or otherwIse can establish a substantial non-treaty-shopping motive for 
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establishing themselves in their country of residence. Each treaty preserves the right of the 
United States to tax certain former citizens generally consistent with recently enacted 
amendments to the Code dealing with this issue. 

Finally, some treaties will have special provisions not found in other agreements. These 
provisions account for unique or unusual aspects of the treaty partner's internal laws or 
circumstances. For example, in order to achieve the desired reciprocal taxation of business 
profits on a net basis, special provisions in the proposed treaty with Turkey, applicable only to 
Turkey, were required. Turkey also exemplifies a treaty partner in a significantly different level 
of economic development than the United States and many other OECD member countries. 
While the treaty is based on the OECD model it reflects various reservations made by Turkey to 
that model particularly with respect to withholding at source on interest, dividends and royalties. 
All of these features should be regarded as a strength rather than weakness of the tax treaty 
program, since it is these differences in the treaties which enable us to reach agreement and 
thereby reduce taxation at source, prevent double taxation and increase tax cooperation. 

I would like to discuss the importance and purposes of each agreement that you have 
been asked to consider. We have submitted Technical Explanations of each agreement that 
contain detailed discussions of each treaty and protocol. These Technical Explanations serve as 
an official guide to each agreement. We have furnished our treaty partners with a copy of the 
relevant technical explanation and offered them the opportunity to submit their comments and 
suggestions. 

Austria 

The proposed new Convention with Austria signed in Vienna on May 30, 1996, along 
with the Memorandum of Understanding, replaces the existing Convention, which was signed in 
1956. The proposed Convention generally follows the pattern of other recent United States 
treaties and the OECD Model treaty. The proposed new Convention contains changes made in 
order to create a closer alignment with our current income tax treaty policy. 

First, the proposed Convention contains a new exchange of information provision which 
will allow each country greater access to information important to tax enforcement. These 
provisions are needed because the existing Convention is limited and does not provide an 
effective means for the United States to obtain relevant Austrian bank account information. As 
elaborated in the Memorandum of Understanding, the information exchange provisions make 
clear that United States tax authorities will be given access to Austrian bank information in 
connection with any penal investigation. The MOU clarifies that the term penal investigation 
applies to proceedings carried out by either judicial or administrative bodies and that the 
commencement of a criminal investigation by the Criminal Investigation Division of the Internal 
Revenue Service constitutes a penal investigation. 
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Also, as the existing Convention contains no provision dealing with gains on disposition 
of personal property, the proposed new convention contains an article dealing with the taxation 
of capital gains. This provision is generally similar to that in recent United States treaties. 
Under the new Convention, however, and consistent with United States tax law, a Contracting 
State in which a permanent establishment or fixed base is located may also tax gains from the 
alienation of personal property that is removed from the pennanent establishment or fixed base, 
to the extent that gains accrued while the asset fonned part of a permanent establishment or fixed 
base. Double taxation is prevented because the residence State must exclude from its tax base 
any gain taxed in the other State. 

The withholding rates on investment income in the proposed Convention are essentially 
the same as in the present treaty and are generally consistent with United States policy. Direct 
investment dividends are subject to taxation at source at a rate of 5 percent, and portfolio 
dividends are taxable at 15 percent. The proposed Convention contains a change that confonns 
the threshold of ownership required to obtain the lowest dividend withholding rate with the 
threshold in our most recent income tax conventions. Interest and royalties are generally exempt 
from tax at source. However, in the proposed Convention, as in the existing one, a tax may be 
imposed at a maximum rate of 10 percent on royalties in respect of commercial motion pictures, 
films and tapes; and the proposed Convention redefmes the category to include royalties in 
respect of rights to use similar items used for radio and television broadcasting. 

Consistent with current United States treaty policy, the proposed treaty provides for 
exclusive residence country taxation of profits from international carriage by ships or airplanes. 
The proposed Convention expands the scope of this provision to include income from the use or 
rental of containers and from the rental of ships and aircraft. Under the present Convention, such 
rental income is treated as royalty income, which may be taxed by the source country only if the 
income is attributable to a permanent establishment in that country. 

Personal services income is taxed under the proposed Convention as under recent United 
States treaties with OECD countries. In addition, in recognition of the increasingly mobile 
nature of the work force, the proposed Convention provides for the deductibility, under limited 
circumstances, of cross-border contributions by individuals temporarily in one country who 
contribute to recognized pension plans in the other country. 

Unlike the existing Convention, the proposed Convention contains a comprehensive anti
treaty-shopp~~ provision. A Mer.n0.randum ofUnders~ding provides an interpretation of key 
terms. Austna s recent membership m the European Uruon and the special United States ties to 
Canada and Mexico under the North American Free Trade Agreement are an element in the 
determination by the competent authority of eligibility for benefits of certain Austrian and United 
States companies. Recognized headquarters companies of multinational corporate groups are 
entitled to benefits of the Convention. 
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The proposed Convention also provides for the elimination of another potential abuse 
relating to the granting of United States treaty benefits in the so-called triangular cases to 
income of an Austrian resident attributable to a third-country permanent establishments of 
Austrian corporations that are exempt from tax in Austria by operation of Austria's law or 
treaties. Under the proposed rule, full United States treaty benefits will be granted in these 
triangular cases only when the United States-source income is subject to a sufficient level of tax 
in Austria and in the third country. As in the United States-France treaty, this anti-abuse rule 
does not apply in certain circumstances, including when the United States taxes the profits of the 
Austrian enterprise under subpart F of the Internal Revenue Code. 

Also included in the proposed Convention are the provisions necessary for administering 
the Convention, including rules for the resolution of disputes under the treaty and the exchange 
of information. With the exception of the more limited access to bank information, the exchange 
of information provision in the proposed Convention is consistent with the U.S. Model. 

Luxembourg 

The proposed new Convention with Luxembourg, signed in Luxembourg on April 3, 
1996, replaces the existing Convention, which was signed in 1962. The proposed Convention 
generally follows the pattern of the OECD Model Convention and other recent United States 
treaties with developed countries. 

A new treaty is necessary for many reasons. The existing Convention does not provide 
an effective means for the United States to obtain infonnation from Luxembourg fmancial 
institutions as part of the exchange of tax information under the Convention. It also does not 
contain adequate rules to prevent residents of third countries from improperly obtaining the 
benefits of the Convention by using companies resident in one of the treaty countries to invest in 
the other. Finally, as the present treaty entered into force more than three decades ago, it does not 
reflect the significant changes in United States tax and treaty policy that have developed since 
the present treaty entered into force. 

To deal with the first issues, the fact that the present treaty does not contain a 
comprehensive provision to prevent treaty shopping or to provide for effective infonnation 
exchange can lead to abuse (the current treaty contains a narrow limitation on benefits provision 
that denies treaty benefits to certain Luxembourg holding companies). The proposed Convention 
contains a comprehensive anti-treaty-shopping provision and, in conjunction with a new Mutual 
Legal Assistance Treaty which also is pending before this Committee, will allow the Internal 
Revenue Service significant access to Luxembourg bank infonnation. 

Regarding the changes in tax and treaty policy, the new Convention, for example, allows 
the United States to impose its branch tax on United States branches of Luxembourg 
corporations. Among other modernizations, it also eliminates the withholding tax on debt 
secured by real property, pennits the United States to impose withholding tax on contingent 
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interest, and eliminates the out-dated force of attraction rule so that a country can only tax the 
profits that are actually attributable to a permanent establishment in that country. 

In parallel with Luxembourg's elimination of dividend withholding taxes for payment~ 
within the European Union, Luxembourg unilaterally eliminates the withholding tax for certam 
dividend payments between a Luxembourg subsidiary and its U.S. parent company in the 
proposed Convention. This practice generally puts the payments from Luxembourg subsidiaries 
to U.S. entities on the same footing as payments from Luxembourg subsidiaries to EU entities 
and is a significant benefit to U.S. companies doing business in Luxembourg. Apart from this 
exception, the withholding rates on investment income in the proposed Convention are generally 
the same as those in the present treaty. Interest and royalties are generally exempt at source, as 
under the present treaty. All United States-source and most Luxembourg-source direct 
investment dividends are subject to taxation at 5 percent at source. 

The proposed Convention provides another major benefit to certain U.S. companies by 
modifying the present Convention rules to reflect current United States treaty policy with respect 
to ships and aircraft and related activities. The proposed Convention provides for exclusive 
residence country taxation of profits from international carriage by ships or aircraft. The 
reciprocal exemption from source country taxation also extends to income from the use or rental 
of containers and from the rental of ships and aircraft. 

The proposed Convention also provides benefits to the U.S. fisc. It does this in two 
manners: First, it contains detailed rules that restrict the benefits of the Convention to persons 
that are not engaged in treaty shopping. Second, it expands the ability to exchange information 
about financial accounts. These provisions are important as they ensure that the Convention 
serves its second purpose of preventing fiscal evasion. 

Under the limitations on benefits provision in the proposed Convention, a person must 
meet the test to be a qualified resident of a treaty country to be entitled to all of the benefits of 
the treaty. For example, companies may be entitled to benefits if they meet certain listed 
conditions. For example, publicly-traded companies will generally be entitled to treaty benefits 
if their principal class of shares is substantially and regularly traded on a recognized stock 
exchange. Other companies may be qualified to obtain benefits if they meet certain ownership 
and base erosion tests. In addition, the proposed Convention allows certain residents of the 
European Union or of the North American Free Trade Area to obtain derivative benefits. These 
provisions parallel those contained in recent treaties between the United States and Member 
States of the European Union. Consistent with U.S. treaty policy, individuals, governmental 
entities and not-for-profit organizations (provided more than half of the beneficiaries, members 
or participants, if any, in such organization are qualified residents) are entitled to all the benefits 
of the treaty. 

~e proposed Convention continues to carve out Luxembourg's "1929" holding 
comparues from treaty benefits. It expands this coverage to include other companies that enjoy 
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similar fiscal treatment, such as the investment companies defined in the Act of March 30, 1988. 
Headquarters companies are also not granted treaty benefits. 

The proposed Convention also provides for the elimination of another potential abuse 
relating to the granting of United States treaty benefits in the so-called triangular cases to third
country permanent establishments of Luxembourg corporations that are exempt from tax in 
Luxembourg by operation of Luxembourg's law or treaties. Under the proposed rule, full United 
States treaty benefits will be granted in these triangular cases only when the United States-source 
income is subject to a sufficient level of tax in Luxembourg and the third country. 

Finally, the proposed treaty allows the competent authority to allow benefits even if the 
conditions outlined in the limitation on benefits article are not met. The competent authority has 
the ability to resolve unilaterally these cases and grant treaty benefits in other cases where the 
perceived abuses do not in fact exist. This latter situation may arise, for example, when the 
United States source income is effectively subject to United States tax under subpart F of the 
Code. 

The modifications to the exchange of information article are a critical piece of the 
proposed treaty. Under its intemallaw, Luxembourg tax authorities may not obtain certain 
information from Luxembourg financial institutions. As clarified in the exchange of notes, 
certain information of financial institutions may be obtained and provided to certain United 
States authorities only in accordance with the terms of the treaty between the United States and 
Luxembourg on Mutual Legal Assistance in Criminal Matters. That agreement sets forth the 
scope of that obligation. The ability to obtain this information is critical and we will not proceed 
to bring the Convention into force except in tandem with the Mutual Legal Assistance Treaty. 
We request that the Committee recommend that the Senate give its advice and consent to 
ratification on the understanding that instruments of ratification will not be exchanged until the 
exchange of instruments with respect to the Mutual Legal Assistance Treaty has occurred. 

The proposed Convention waives the United States excise tax on certain insurance 
premiums paid to Luxembourg insurance companies, but does so in a more limited way that 
other United States tax treaties that waive the excise tax. This proposed Convention generally 
waives the excise tax on direct insurance premiums, but does not waive the tax on reinsurance 
premiums. Treasury agrees to waive the federal excise tax only if we are satisfied that the 
foreign country imposes a sufficient level of tax on insurance companies. In this case, we are 
satisfied that Luxembourg imposes a sufficient level of tax on direct business, but we are not 
satisfied that the effective tax rate on reinsurers is sufficient to justify waiving the excise tax on 
reinsurance premiums. 

Turkey 

The proposed treaty with Turkey, signed in Washington on March 28, 1996, will be the 
first income tax convention between the United States and Turkey and will complete the United 
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States' network of income tax treaties with OECD member countries. The treaty represents a 
central component of the economic relationship between Turkey and the United States. The 
proposed treaty generally follows the pattern of the OECD Model Convention and other recent 
United States treaties. There are, however, variations that reflect particular aspects of Turkish 
law and treaty policy, their interaction with United States law, and the disparity in the Turkish 
and United States economies. 

The treaty establishes maximum rates of source-country tax on cross-border payments of 
dividends, interest, and royalties. Dividends may be taxed at source at a maximum rate of 20 per 
cent, except when paid to a corporation in the other country that owns at least 10 percent of the 
paying corporation, in which case the maximum rate is 15 percent. The general maximum rate of 
withholding tax at source on interest under the proposed treaty is 15 percent, with lower rates 
applicable for certain classes of interest. Royalties generally are subject to tax at source at a 
maximum rate of 10 percent. Rental payments for tangible personal property are treated under 
the proposed treaty as royalties, but are subject to tax at a maximum rate of 5 percent at source. 

The proposed treaty generally follows standard United States treaty policy by providing 
for exclusive residence country taxation of profits from international carriage by ships or 
airplanes and of income from the use or rental of ships, aircraft and containers. In this treaty, 
however, the reciprocal exemption does not extend to income from the non-incidental rental of 
ships or aircraft. Such income is treated as royalties and will be subject to a maximum tax at 
source of 5 percent. 

The limitation of benefits provisions is consistent with other recent United States treaties. 
The proposed treaty contains administrative provisions consistent with United States treaty 
policy. 

Switzerland 

The proposed Convention and Protocol with Switzerland, signed in Washington on 
October 2, 1996, replace the existing Convention, which was signed in 1951. Many of the terms 
used in the Convention and Protocol are further explained in a Memorandum of Understanding 
that was negotiated at the same time. The new Convention generally follows the pattern of the 
OECD Model Convention, and of recent U.S. treaties with other developed countries. The 
proposed Convention and Protocol modernize many of the provisions of the existing convention 
and add new provisions that have become part of our treaty policy. 

. F ~r e~ample, under the proposed Convention, interest generally may be paid free of 
Wlthholdmg m ~e source count:Y: rather than being subject to the five percent withholding tax 
that ma~ be leVIed under ~e eXlstmg treaty. Although the withholding rates on dividend and 
royal~ mcome are essentIally unchanged in the proposed Convention, the thresholds for, and 
excepnons from, those rates have been made consistent with other recent U.S. treaties. The 
proposed Convention also recognizes the growing importance of pooled capital, by providing 
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that qualified pension funds may receive dividends from corporations resident in the other 
country free of source-country taxation. 

The proposed Convention clarifies the treatment of capital gains and allows us to apply in 
full our rules regarding the taxation of gains from the disposition of U.S. real property interests. 
The proposed treaty also contains rules, found in a few other U.S. treaties, that allow adjustments 
to the taxation of certain classes of capital gains in order to coordinate the timing of the taxation 
of gains. These rules serve to minimize possible double taxation that could otherwise result. 

As with the recent U.S. treaties and the OECD Model, the proposed Convention provides 
generally for the taxation by one State of the business profits of a resident of the other only when 
such profits are attributable to a permanent establishment located in that other State. The present 
Convention grants taxing rights that are in some respects broader and in others narrower than 
those found in modem treaties. In addition, the proposed Convention preserves the U.S. right to 
impose its branch tax on U.S. branches of Swiss corporations. This tax is not imposed under the 
present treaty. 

The proposed Convention provides, consistent with current U.S. treaty policy, for 
exclusive residence country taxation of profits from international carriage by ships or airplanes. 
This reciprocal exemption also extends to income from the rental of ships and aircraft if the 
rental income is incidental to income from the operation of ships or aircraft in international 
traffic. Other income from the rental of ships or aircraft and income from the use of rental of 
containers, however, are treated as business profits under Article 7. As such, these classes of 
income are taxable only in the country of resident of the beneficial owner of the income unless 
the income is attributable to a permanent establishment in the other Contracting State, in which 
case it is taxable in that State on a net basis. 

The taxation of income from the performance of personal services under the proposed 
Convention is essentially the same as that under recent U.S. treaties with DECD countries. 
Unlike many U.S. treaties, the proposed Convention provides for the deductibility of cross
border contributions by a temporary resident of one country to certain pension plans in the other, 
under limited circumstances. 

The proposed Convention contains significant rules to deny the benefits of the Conven
tion to persons that are engaged in treaty shopping. The present Convention contains no such 
anti-treaty-shopping rules. Such provisions are found in all recent U.S. treaties. The Protocol 
and Memorandum of Understanding contain explanations and examples of the application of the 
Limitation on Benefits provisions. 

The Limitation on Benefits article of the proposed Convention also eliminates another 
potential abuse by denying U.S. benefits with respect to income attributable to third-country 
permanent establishments of Swiss corporations that are exempt from tax in Switzerland by 
operation of Swiss law (the so-called "triangular cases"). Under the proposed rule, full U.S. 
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treaty benefits generally will be granted in these triangular cases only when the U.S. source 
income is subject to a significant level of tax in Switzerland or in the country in which the 
permanent establishment is located. 

The proposed Convention provides a U.S. foreign tax credit for the Swiss income taxes 
covered by the Convention, and for Swiss relief from double taxation with respect to the income 
of Swiss residents subject to U.S. taxation. Swiss relief may be in the form of a deduction, credit 
or exemption. In the case of social security benefits, a partial Swiss exemption is provided, 
which when combined with the reduction in U.S. source-basis tax results in the avoidance of , 
potential double taxation. The proposed Convention also provides for non-discriminatory treat
ment (i.e., national treatment) by one country of residents and nationals of the other. 

Also included in the proposed Convention are the rules necessary for administering the 
Convention, including rules for the resolution of disputes under the treaty and the exchange of 
information. The information exchange provisions, as elaborated in the Protocol and 
Memorandum of Understanding, make clear that U.S. tax authorities will be given access to 
Swiss bank information in cases of tax fraud. The Protocol includes a clear and broad definition 
of tax fraud that should facilitate information exchange. Furthermore, the new treaty provides 
that, where possible, information will be provided in a form that will make it acceptable for use 
in court proceedings. 

The proposed Convention allows for the use of arbitration to resolve disputes that may 
arise between the Contracting States. However, the arbitration process may be implemented 
under the Convention only after the two Contracting State have agreed to do so through an 
exchange of diplomatic notes. Once implemented, a particular case may be assigned to an 
arbitration panel only with the consent of all the parties to the case. 

The proposed Convention deals with cases where a Contracting State enacts legislation 
that is believed to modify the application of the Convention in a significant manner. In such 
cases, either Contracting State may request consultations with the other to determine whether an 
amendment to the Convention is appropriate in order to restore the original balance of benefits. 

Thailand 

The proposed treaty with Thailand, signed in Bangkok on November 26, 1996, will, if 
ratified, be the first tax treaty between the United States and Thailand to enter into force. An 
income tax treaty with Thailand was signed in 1965 but was returned to the President at his 
reques~ in 19~ 1 never. having been formally considered by the Senate. The current proposed 
treaty IS a major step In our efforts to expand our tax treaty network in Asia and will facilitate 
negotiating tax treaties with other important countries in the region. The proposed treaty 
generally follows the pattern of the U.S. Model treaty, with the deviations from the Model found 
in many recent U.S. treaties with other developing countries. There are also some further varia-
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tions that reflect particular aspects of Thai law and treaty policy, the interaction of U.S. and Thai 
law, and U.S.-Thai economic relations. 

The proposed treaty establishes maximum rates of source-country tax on cross-border 
payments of dividends, interest, and royalties. Direct investment dividends are taxable at source 
at a IO-percent rate, and portfolio dividends are taxable at a I5-percent rate. The proposed treaty 
provides for a I5-percent maximum rate of tax at source on most interest payments. Copyright 
royalties (including software) are subject to a 5-percent tax at source. Royalties for the right to 
use equipment are subject to a 8-percent tax at source. Royalties for patents and trademarks are 
subject to a I5-percent tax at source. These rates generally are lower than those in many tax 
treaties Thailand recently has entered into. 

The taxation of capital gains under the proposed Convention does not follow the usual 
pattern. Like some other U.S. treaties, it allows gains to be taxed by both Contracting States 
under the provisions of their internal law. 

Consistent with recent U.S. treaties and the U.S. and OECD Models, the proposed 
Convention provides generally for the taxation by one State of the business profits of a resident 
of the other only when such profits are attributable to a permanent establishment located in that 
other State. The proposed Convention, however, grants rights to tax business profits that are 
somewhat broader than those found in the U.S. and OECD Models: It allows taxation of some 
income that is not attributable to a permanent establishment, but only if it can be shown that the 
income was shifted away from the permanent establishment to avoid tax. Thus this "limited 
force of attraction" rule is narrower than those found in the U.N. Model and section 864(c)(3) of 
the U.S. Internal Revenue Code. 

The proposed Convention, consistent with current U.S. treaty policy, provides for 
exclusive residence-country taxation of profits from international carriage by aircraft. This 
reciprocal exemption also extends to income from the rental of aircraft if the rental activity is 
incidental to the operation of aircraft by the lessor in international traffic. However, income from 
the international operation of ships, including ship rental income that is incidental to such 
operations, is taxed at one-half of the tax rate otherwise applicable. Income from the use or 
rental of containers that is incidental to the operation of ships or aircraft in international traffic is 
treated the same as the income from the operation of the ships or aircraft in international traffic 
(i.e., it is exempt if incidental to such aircraft operations, and taxed at half of the rate otherwise 
applicable if incidental to such operation of ships). Income from the rental of ships, aircraft or 
containers that is not incidental to the operation of ships or aircraft in international traffic is 
treated as business profits, and thus is taxable by the state other than the income recipient's state 
of residence only on a net basis and only if attributable to a permanent establishment in the state. 
The current treaty policy of Thailand is to treat such income as royalties subject to tax at a rate of 
8 percent of gross. Treatment as business profits was a concession gained by the United States. 



- 22-

The proposed Convention grants a taxing right to the host country with respect to income 
from the perfonnance of personal services that is broader than that in the OECD or U.S. Model, 
but that is similar to that granted under other U.S. treaties with developing countries. 

The proposed Convention contains detailed rules designed to restrict the benefits of the 
Convention to persons that are not engaged in treaty shopping. The provisions are similar to 
those found in the U.S. Model and in all recent U.S. treaties. 

The infonnation exchange provisions make clear that Thailand is obligated to provide 
U.S. tax officials such infonnation as is necessary to carry out the provisions of the Convention. 
The U.S. negotiators are satisfied that, under this provision, Thailand is now able to provide 
adequate tax infonnation, including bank infonnation, to the United States whenever there is a 
Thai tax interest in the case. Under current Thai law, however, Thailand is not able to provide 
information under the tax treaty in non-criminal cases where there is no Thai tax interest. The 
proposed Convention contains an unusual provision designed to deal with this "tax interest" 
problem. The proposed Convention provides that Thailand generally is required to treat a U.S. 
tax interest as a Thai tax interest and the U.S. generally is required to treat a Thai tax interest as a 
U.S. tax interest. However, the "tax interest" provision does not take effect with respect to either 
country until the United States receives from Thailand a diplomatic note indicating that Thailand 
is prepared and able to implement the provision, which will not be possible until Thai law is 
changed. If the United States has not received such a diplomatic note by June 30 of the fifth year 
following the entry into force of the Convention, the entire Convention shall terminate on 
January 1 of the sixth year following entry into force. 

The Convention remains in force indefinitely, except in the instance just described, but 
either State may tenninate the Convention after 5 years from the date on which the Convention 
enters into force, with six-months' notice. 

South Africa 

The proposed treaty with South Africa, signed February 17, 1997, renews a treaty 
relationship that was interrupted when the previous convention was terminated in 1987 pursuant 
to the U.S. Anti-Apartheid Act. The proposed Convention with South Africa generally follows 
the pattern of the OECD Model treaty and other recent United States treaties. 

The proposed Convention establishes maximum rates of withholding at source on 
investment income that are the same as those in the U.S. Model. The taxation of capital gains 
under the proposed Convention also follows the pattern of the U.S. Model. 

. As with recent U.S. trea~ies and the U.S. and OEeD Models, the proposed Convention 
proVIdes generally for the taxatIOn by one State of the business profits of a resident of the other 
only when such profits. are attributable to a pennanent establishment located in that other State. 
The proposed ConventIon, however, grants rights to tax business profits that are somewhat 
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broader in one respect than those found in the U.S. and OECD Models. Under the proposed 
Convention, an enterprise will have a pennanent establishment in a Contracting State if its 
employees or other personnel provide services within that State for 183 days or more within a 
12-month period in connection with the same or a connected project. 

As with the treatment of business profits, personal service income is subject to rules that 
generally follow the U.S. Model rules. The 183-day personal service rule in the definition of 
pennanent establishment, however, is also present in the definition of fixed base. 

The proposed Convention, consistent with current U.S. treaty policy, provides exclusive 
residence-country taxation of profits from international carriage by ship or aircraft. This 
reciprocal exemption also extends to income from the rental of ships, aircraft and containers. 

In the proposed Convention, the dollar threshold for host-country taxation of income of 
entertainers and sportsmen is $7,500, rather than $20,000, as in the U.S. Model. The proposed 
Convention, however, contains a rule allowing the Contracting States to increase the amount 
through an exchange of diplomatic notes. 

The treatment of pensions differs, at the request of South Africa, from that in the U.S. 
Model. Pensions will be subject to limited source-country tax. The residence country may also 
tax, subject to a foreign tax credit if the source country has taxed. Like the U.S. Model, an 
individual employed in one country who belongs to a pension plan in the other may, subject to 
certain conditions, be allowed in his country of employment to deduct contributions to his plan in 
the other country. 

As in the U.S. Model, the proposed Convention provides that income of a resident of a 
Contracting State not dealt with in the other articles of the Convention is taxable only in the 
country of residence of the recipient. 

The proposed Convention contains significant limitation on benefits rules similar to those 
found in the U.S. Model and in all recent U.S. treaties. The infonnation exchange provisions 
make clear that South Africa is obligated to provide U.S. tax officials such infonnation, 
including bank infonnation, as is necessary to carry out the provisions of the Convention. 
Consistent with U.S. policy, South African infonnation will be available to U.S. authorities 
whether or not South Africa has a tax interest in the infonnation. 

The proposed Convention provides a U.S. foreign tax credit for the South African income 
taxes covered by the Convention, including the nonnal tax and the secondary tax on companies, 
and for a South African foreign tax credit for the U.S. income taxes covered by the Convention. 
The U.S. foreign tax credit is subject to nonnallimitations of U.S. law, including limitations 
relating to the amount of foreign source income of the U.S. taxpayer and denial of the credit for 
non-compUlsory payments. 
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Ireland 

The proposed Convention, Protocol and exchange of diplomatic notes between the United 
States and Ireland, which were signed in Dublin on July 28, 1997, would replace the present 
treaty between the two countries. The present treaty is the oldest U.S. tax treaty; it was signed in 
1949. The proposed treaty updates the existing treaty to reflect the current laws and tax treaty 
policies of both countries. It fills a major void in the existing treaty by introducing a 
comprehensive limitation on benefits provision and a dispute resolution procedure. 

The proposed treaty generally maintains the existing treaty's rates of tax on direct and 
portfolio dividends, which are 5 and 15 percent, respectively. Consistent with U.S. treaty policy, 
the threshold for qualifying for the direct investment rate has been reduced from 95 percent of 
the ownership of the equity of a company to ten percent. However, Ireland will exempt direct 
investment dividends paid to U.S. residents from any withholding tax. Ireland also will allow 
U.S. portfolio investors in Irish companies the tax credit provided to individuals resident in 
Ireland for a portion of the Irish corporation tax paid on distributed profits. 

The proposed treaty maintains the existing treaty's general exemption at source for 
interest and royalty payments. 

Unlike the existing treaty, the proposed treaty preserves the U.S. right to impose its 
branch profits tax in addition to the basic corporate tax on a branch's business. 

The proposed treaty provides special rules for the taxation of activities associated with 
the offshore exploration for, and exploitation of, natural resources. These rules provide for 
somewhat shorter time thresholds than would otherwise apply for these activities to give rise to a 
permanent establishment. They also permit taxation of employee compensation associated with 
offshore activities. Other U.S. treaties with countries in this geographical area (for example, 
Norway, the United Kingdom, and the Netherlands) have similar provisions dealing with 
offshore activities. 

The proposed treaty includes a comprehensive limitation on benefits provision to combat 
treaty shopping. The provision is broadly similar to the corresponding provisions in other recent 
U.S. treaties, but it has been tailored to accommodate the small size of the Irish economy and the 
historically large share of foreign ownership of Irish business. The limitation on benefits 
provision is most similar to the corresponding provision in the proposed treaty with 
Luxembourg. 

T?e proposed treaty closes another gap in the current treaty by introducing a provision to 
resolve dIsputes by mutual agreement under the treaty. Such a provision is necessary in some 
cases to avoid double taxation. 
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The proposed treaty allows for the use of arbitration to resolve disputes that may arise 
between Ireland and the United States over the application of the treaty. However, the arbitration 
process may be implemented only after the two States have agreed to do so through an exchange 
of diplomatic notes. Once implemented, a case may be assigned to arbitration only with the 
consent of all the parties to the case. 

Also included in the proposed treaty are rules for the exchange of information by the tax 
authorities of Ireland and the United States. The treaty provides for extensive exchange of 
information necessary to enforce tax laws and confirms that Ireland will obtain and provide any 
information relevant to the investigation or prosecution of a criminal tax matter. 

Finally, the proposed treaty covers the U.S. excise tax imposed on insurance premiums 
paid to foreign insurers, but only where such insurance premiums are subject to the generally 
applicable tax imposed on insurance companies in Ireland. This proviso means that the excise 
tax may be imposed on insurance premiums paid to companies that receive the tax benefits 
associated with Ireland's International Financial Services Center (which is sometimes referred to 
as the "Dublin Docks"). This provision was included in the treaty after the Department of the 
Treasury determined that insurance companies subject to Ireland's generally applicable insurance 
tax regime face a substantial tax burden relative to the U.S. taxation of U.S. insurance 
companies, but companies benefiting from Ireland's International Financial Services Center do 
not face such a substantial tax burden. 

The treaty will enter into force on the date the instruments of ratification are exchanged. 
The provisions with respect to taxes withheld at source will have effect on or after the first day of 
January following entry into force. With respect to other U.S. taxes, the treaty generally will 
have effect for taxable years beginning on or after that date. In the case of other Irish taxes, the 
treaty will have effect for fmancial years (in the case of the corporation tax) or years of 
assessment (in the case of the income and capital gains tax) beginning on or after that date. Like 
many U.S. tax treaties that replace existing treaties, a provision allows residents to choose to 
apply the existing treaty for an additional year. 

Canada 

The proposed fourth Protocol to the Income Tax Convention between the United States 
and Canada was signed in Ottawa on July 29, 1997. The proposed Protocol is limited to two 
issues: the taxation of social security benefits, and the taxation of foreign real property holding 
companies. 

The 1995 Protocol to the US-Canada Tax Convention, which became effective January 1, 
1996, changed the taxation of social security benefits. Under the Convention prior to amendment 
by the 1995 Protocol, the country of residence of the recipient taxed social security benefits paid 
by the other country on a net basis but exempted 50 percent of the benefit. Under the present 
regime, the benefits are taxed at source at a rate of25.5 percent by the US and 25 percent by 
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Canada. However, Canada permits U.S. recipients of Canadian benefits to file a Canadian tax 
return and pay tax at regular graduated rates on net income. 

This proposed Protocol returns to a system of res~d~nce-.based taxation in ~hich so~ial 
security benefits are taxable in the country where the recIpient lIves. Therefore social secunty 
benefits will be taxed on a net basis at graduated rates and low-income recipients will not pay 
any tax. However, the taxation of benefits in the residence country takes into account how the 
benefits would have been taxed in the source country. For example, since the United States only 
includes 85 percent of the U.S. benefits in income, only 85 percent of U.S. benefits received by 
Canadians will be subject to Canadian tax. 

The proposed Protocol is retroactively effective to January 1, 1996, the date the prior rule 
took effect, so that social security recipients will receive a refund of taxes previously paid 
although some recipients may be required to pay additional taxes to their country of residence. 
However, if as a result of the change, the residence-country tax would exceed amount of the 
refund, there will be neither a refund of source-country tax nor the imposition of additional 
residence-country tax. Consequently, no one will be subject to a higher rate of tax for the 
retroactive period. However, in the future some high-income recipients of benefits will be subject 
to a higher rate of tax if their average tax rate on these benefits in their country of residence is 
higher than the current rate of source-country withholding tax. 

The proposed Protocol also denies each country the right to tax income from the sale of 
the stock of foreign corporations whose assets primarily consist of domestic real estate (e.g., real 
property holding companies). Both countries currently tax foreign persons on the sale of both 
domestic real estate and the stock of domestic corporations whose assets primarily consist of 
domestic real estate. The current Convention permits this tax and also pennits the taxation of 
income from the sale of stock of foreign companies whose assets primarily consist of domestic 
real estate but neither country currently imposes such a tax. We believe that it is inappropriate to 
tax such sales, but a bill imposing such a tax was introduced in the last session of the Canadian 
Parliament. Although the Canadian Parliament was dissolved before these amendments were 
passed, they are expected to be re-introduced in the next session with the same effective date. 
The proposed Protocol amends the Convention to limit each country's right to tax gains from the 
sale of stock of real property holding companies to companies that are resident in that country. 
This provision will be retroactively effective to April 26, 1995, the date the previous Canadian 
legislation was proposed to be effective. 

Treaties under Ne~otiation 

We ~~ ~ontinuin~ to ~aintain ~ active calendar of tax treaty negotiations. Early this 
summer ~e ~tIal~d treatIes With Estorua, Latvia, and Lithuania. We are nearing completion of 
o~ negotIatIons With Bangladesh, Sri Lanka, and Denmark. We also are resuming negotiations 
\\1th Venezuela and Italy. In addition, in accordance with the treaty program priority noted 
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earlier, we continue to seek opportunities for tax treaty discussions and negotiations with several 
countries in Latin America and Southeast Asia. 

Conclusion 

Let me conclude by again thanking the Committee for its continuing interest in the tax 
treaty program, and for devoting the time of Members and staff to undertake a meaningful review 
of the agreements that are pending before you. We appreciate your efforts this year and in past 
years to bring the treaties before this Committee and then to the full Senate for its advice and 
consent to ratification. We also appreciate the assistance and cooperation of the staffs of this 
Committee and of the Joint Committee on Taxation in the tax treaty process. With your and their 
help, we have, since the beginning of 1993, brought into force 15 new treaties and protocols, not 
counting the eight agreements presently being considered. 

We urge the Committee to take prompt and favorable action on all of the Conventions 
and Protocols before you today. Such action will send an important message to our trading 
partners and our business community. It will demonstrate our desire to expand the United States 
treaty network with income tax treaties formulated to enhance the worldwide competitiveness of 
United States companies. It will strengthen and expand our economic relations with countries 
that have seen significant economic and political changes in recent years. It will make clear our 
intention to deal bilaterally in a forceful and realistic way with treaty abuse. Finally, it will 
enable us to improve the administration of our tax laws both domestically and internationally. 

I will be glad to answer any questions you might have. 
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Office (If the As~jStant Anorney Gener:ll 

Honorable Jesse Helms 
Chairman 
Committee on Foreign Relations 
United States Senate 
Washington, D.C. 20510 

Dear Mr. Chairman: 

U. S. Department of Justice 

Office of Legislative Affairs 

Washingul1I, D. C. 20550 

October 6, 1997 

Seven income tax treaties and one protocol are pending 
before the Foreign Relations Committee, namely treaties with 
Austria, Switzerland, Ireland, Luxembourg, Turkey, South Africa, 
and Thailand, as well as a protocol with Canada. The Department 
of Justice urges that the Commi~tee and the Sena~e approve these 
agreements at the earliest date practicable. 

The civil and criminal enforcement actions of the Tax 
Division of the Justice Department are increasingly dependent on 
our ability to obtain foreign evidence. Therefore, it is 
especially helpful to us that the treaties forwarded by the 
president contain exchange of information provisions that will 
significantly enhance the ability of federal investigators and 
litigators to obtain foreign documents and testimony to enforce 
U.S. tax laws. These provisions will also improve the ability of 
federal authorities to obtain evidence in a form admissible for 
U.S. court proceedings. 

In particular, we believe that the proposed tax treaties 
with Austria. Switzerland, Ireland, and Luxembourg (in 
conjunction with the proposed mutual legal assistance treaty 
(MLAT) with Luxembourg)l will remove Significant barriers 

Th~ proposed MLAT with Luxembourg is significant here 
because, durlng the negotiations for the Luxembourg Tax Treaty, 
t~e Luxembo~rg.Tax !~eaty Delegation, after thoroughly consulting 
~lth the prlnclpals In Luxembourg, emphatically stated that 
Luxembourg law precluded Luxembourg officials from obtaining and 
providing financial information held by a Luxembourg institution 
through an administrative process such as a tax treaty. On the 
other hand, the Luxembourg Delegation emphas12ed that such 
assistance could be arranged through a judicial process and 
suggested that we pursue the conclusion of an MLAT with 



currently facing U.S. tax enforcement. The ~ax ~rea~ies with 
those countries, along with the Luxembourg MLAT, have provisions 
that will assist U.S. tax authorities in obtaining information 
held by financial institutions located in those countries, which 
have very strict financial secrecy laws, for U.S. criminal tax 
offenses. We have had a substantial number of criminal cases in 
the past for which we needed financial information located in 
these jurisdictions. Furthermore, the proposed tax treaties with 
Austria, Switzerland, Ireland and Luxembourg provide for 
exchanging information, other than that held by financial 
institutions in these four countries, for both civil and criminal 
tax matters being investigated or enforced in court by federal 
tax authorities in the United States. 

The Department believes that all eight pacts will greatly 
enhance the tax enforcement capabilities of the United States 
government. 

The Office of Management and Budget has advised that there 
is no objection to the submission of this report from the 
standpoint of the Administration's program. 

Sincerely, 

L/t.~ 
Andrew Fois ~ /l-r 
Assistant A~orney General 

Luxembourg that ~ould allow a~cess by U:5: tax authorities to 
Luxembourg financial informatIon for crl~lnal tax offen~es. 
Accordingly, the United States has negotIated an.M~AT WIth 
Luxembourg that covers most, if not all, u.s. crlml~al tax . 
offenses and it is understood that the U.S: !ould VIeW a fallure 
by Luxembourg to provide assistance for crlmlnal tax offenses 
under the MLAT as grounds for termination of the tax treaty. 



DEPARTMENT OF THE TRE·\Sl:RY 

TREASURY NEWS 
OFFICE OF PUBLIC AFFAIRS - 1500 PENNSYLvANIA ,\VENVE, N.W. _ WASHINGTON, D.C.- lOlZ0. (102) 622.2960 

KKBARGOED tmT:IL 2: 30 P. iii. 
October 7, 1997 

CONTACT: 

TREAStJRY'S WBma,y B%LI. OI'J'DDlG 

Office of ~inancing 
202/219-3350 

The Treasury wi11 auc~ion ~wo series Of Treasury bills totaliDg approximately 
S15,000 ~llion, ~o be issued Oc~ober 16, 1997. This offeriAg will provide about $1,150 
m11lion of new cash for ~Ae Treasury, as the maturing pUblicly held l3-week and 26-week 
bills are outstan~g iu eho amount of $13,840 ~llion. rD addition to tbe maturing 
I3-week aDd 26-week bills, there are $14,181 million of maturing publicly held 52-week 
bills. The di.posi~ion of this laeter amount was announced lase week. 

%n addition to the public holdings, Pederal Keserve Banks for their ~ accounts 
hold $13,367 ~11ion of the three maturing billa. These accoun~s are considered to hold 
$7,357 million of the maturing 13-week and 26-week i •• ues, whichaay be refunded at the 
weighted average discount rate of accepted competitive tendera. ~ts i •• ued to theae 
accounts .ill be in addition to the offering amount. 

Federal Reserve Banks hold $4,283 million of the maturing issue •• s ag~t8 for 
foreign and international monetary authorities. These may be re£uu4ed within the 
offering amount at the weighted average discOUAt rate of accepted competitive tenders. 
Addieional amoGDts "Y De issued for such accounts if the aggregate ~t of ~ew bids 
exceeds the aggregate amount of maturiDg bills. 70r purposes of deter.mining such 
additional amcunts, foreign and international menetary authoritiea are considered to 
hold $3,056 ~llion of ehe original l3-week and 26-week isaue •• 

Tenders for the billa will ba received at Federal &eaerve Bank. and Branch.. aAd 
ae the Bureau of the Public Debt, washingeon, D.C. This offering of Treasury securities 
i. goverued by the ~er.ms aDd conditions se~ forth in the nnifo~ OfferiDg Circular 
(31 CFR Part 356, as amended) for the sale aDd issue by ehe Treasury ~o the public of 
marketable Treasury bills, notes, and bonds. 

Details about each of the new securities are given in the attached o~fering 
highlights. 

000 

Attachment 
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Fo, press releases, speeches, public schedules and officilll biograplties, call OU, J~-hou, fll% line at (202) '12-20~O 



HIGHLIGHTS OP TRBASURY OPPBRIHGS OP WSBKLY BILLS 
TO BB ISSDBD ocrOBBR 16, 199' 

Of f.xing Amount . • • . • • • • • • . • • . • • . • . . . . • • • • •• $7,500 million 

D"cription of Offerings 
Term' and type of .eourity • • . . . • • • • • • • • • • • •• 91.-d~y bill 
cUSlP number ••••••••••••••.•••••••••••••••• 912794 6A 7 
Auction date •••.••••••••••••••••••••••••••• october 14, 1997 
I.eu. date ••.••••••.•.••.•••••••••••••• ~ • •• O,c tober 16, 1997 
Maturity date ••.•••......•••••.••••••.••••• January 15, ~998 
Original i.Bue date •..••••• ~ •.•••••••. ~ ••.. ~ly 17, 1997 
Currently outstanding .•••••••••• ~.~ ••. ~ ••.• $12,134'm!11ioD 
MitJimum bid amount . • • • • • • • • • • • • • • • . • . . • • • .• $10,000 
MUltiple ••.•....•••.••••••.....•.•••...•••• $ 1,000 

The followipg rule. apply to all securities mentioned ,boy.: 

Submission of Bid" 

Oc tober 7, 1t J7 

$7,500 million 

182-day bill 
91279. 6r. 3 
October 14, 1997 
October 16, 19~7 
April 16, 1998 
October 16, 1997 

$10,000 
$ 1,000 

Noncompetitive bids ..••.•••••••••.••••.•..• Accepted in full up to $1,000,000 at the average 
di,count rate of accepted competitive bids 

Competitive bids •.•..•..•.•...•......•••••• (1) Kust be expressed as a discount rate with two 
decimals, e.g •• 7.10%. 

Maxi9um Recognized Bid 

(2) Net long position for eaob bidder must be reported 
when the sum of the total bid amount, at all discount 
rates, and the net long position is $2 billion or 
greater. 

(3) Het long position must be determined a. of one half
bour prior to the closing time for receipt of 
competitive tenders. 

,t a Single yield .....•.........•..•••.• 35\ of public offering 

Maximum Award ......•......•...••.......••.. 35\ of public offering 

Receipt of Tenders: 
Noncompetitive tenders ....•...•........•..• Prior to 12,00 noon Eastern Daylight Saving time on 

auction day 
Competitive tenders ............•..•....•••• Prior to 1:00 p.m. Bastern Daylight Saving time on 

auction day 

Payment Term •............•... '" .. , ....•... rull p'~nt with tender or by charge to a funda account 
at a .ederal aeaerve Bank on iaBu, date 
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TREASURY NEWS 
omCE OF PUBLIC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C .• 20220. (202) 622-2960 

Oct. 1,1991 Monthly Release of U.S. Reserve Assets 

The Treasury Department today released U.S. reserve assets data for the month of 
September 1997. 

As indicated in this table, U. S. reserve assets amounted to $67,148 million at the end 
of September 1997, up from $66,640 million in August 1997. 

End Total Special Foreign Reserve 
of Reserve Gold Drawing Currencies 1.1 Position 
Month Assets Stock Rights in IMF 2.1 

2.1 'J/ ESF System 

1221 

August 66,640 11,050 9,985 14,402 17,244 13,959 

September 67,148p 11,050p 9,997 14,540 17,519 14,042 

1/ Valued at $42.2222 per fine troy ounce. 

'1t/ Beginning July 1974, the IMF adopted a technique for valuing the SDR based on a 
weighted average of exchange rates for the currencies of selected member countries. The 
U.S. SDR holdings and reserve position in the IMF also are valued on this basis 
beginning July 1974. 

'J/ Includes allocations of SDRs by the IMF plus transactions in SDRs, 

~/ Includes holdings of Treasury and Federal Reserve System; beginning November 1978, 
these are valued at current market exchange rates or, where appropriate, at such other 
rates as may be agreed upon by the parties to the transactions. 
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NEWS 
omCE OF PUBliC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASIllNGTON, D.C .• 20220 • (202) 622-2960 

FOR IMMEDIATE RELEASE 
October 8, 1997 

Contact: Kelly Crawford 
(202) 622-2960 

STATEMENT BY TREASURY SECRETARY ROBERT E. RUBIN 

We welcome the announcement by the government of Indonesia that it is working with the 
IMF, the World Bank and the Asian Development Bank to develop a program to strengthen the 
financial system and improve the prospects for future growth. We fully suppport these efforts, 
and we look forward to a strong response from the International Financial Institutions. 

-30-
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PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt. Washington. DC 20239 

TREASU'R"' SECORI'I'Y AUCTION RESULTS 

BUREAU OF THE PUBLIC DEBT • WASHINGTON DC 

FOR IMMEDIATE RELEASE 
Oct.ober 8. 1997 

CONTACT: office of .Financing 
202/219-3350 

RESULTS OF TREASURY'S AOCTION OF 4-3/4-YEAR INFLATION-INDEXED NOTES 

This issue ~s a reopening of an inflation-indexed note originally issued 
on July 15. 1~97. 

Incerese Rate; 
Series; 
CUSIP No:. 
STRIPS Minimum: 

3-5/9\ 
.1-2002 
9126273Aa 

~1,600,OQO 

Issue Da.te; 
Dated Date: 
Maturity Date: 

October l.S, 1937 
July 15, 1.997 
July lS, 2002 

High Yield; 3.600\ Adjusted Price: 100.400 

All noncompetitive and successful competitive bidders were awarded 
securiti~G aC the high yield. All tenders at lower yields were accepted in 
full, 

Tenders at the high yield vere allotted 1St. 

Adju5~ed accrued interest of S9.08969 per $1,000 must be paid for the 
pexiod from July 15. 1997. to October 15. lS97. 

An index ratio of 1.00300 has been applied to boeh ehe unadju$~ed price 
of $100.100 and to the unadjusted accrued interest of SS.06250, covering the 
period fr·om the original issue dat.e of July 15, 19~7, through October 15, 1997. 

AMOUNTS TENDERED ~~ ACCEPTED (in thousands) 

Tender TYPe Tendered Acce2t.ed 
Competitive $28,519,100 $ 7,978,900 

Noncompetitive l~,a17 ~~.§1.7 

PUBLIC SU'BTO'l"~ 28,551,917 8,Oll,7~7 

Federal Reserve 400,,000 400,000 

Foreign Official Inscitutions 0 0 

'rOTAL $28,951,917 $ 8.4l1,717 

Med~an yield 3.5S0~; 50~ of the amount of accepted competitive tenders 
was tendered at or below that rate. 

Low yield 3.499\; S~ of the amount of accepted competitive.tenders was 
tendered at or below that race. 

RR-1985 
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DEPARTMENT OF THE TREASURY 

FOR IMMEDIATE RELEASE 
October 8, 1997 

NEWS 

Contact: Paul Elliott 
(202) 622-2960 

STATEMENT FROM SECRETARY ROBERT E. RUBIN 

The House of Representatives has made significant progress in its consideration of 
legislation to modernize the laws governing our financial services system. While this session 
of Congress is approaching an end, we hope that the momentum behind this important effort 
will be maintained. Financial modernization holds out the promise of significant benefits for 
American consumers of financial services, and Congress has an historic opportunity to enact 
legislation that will allow our institutions to meet the challenges of the Twenty-first Century. 

The leaders of the House Committee on Commerce and the Committee on Banking and 
Financial Services deserve great credit for the effort they have devoted to crafting forward
looking legislation that will command broad support. We strongly support that effort and we 
urge that it continue to move ahead without delay. 

--30--
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lREASURY NEWS 
ornCE OF PUBUCAFFAIRS -1500 PENNSYLVANIA AVENUE, N.W. - WASIllNGTON, D.C .• 20220· (202) 622-2960 

Etv1BARGOED UNTIL 2 P.M. EDT 
Text as Prepared for Delivery 
October 9, 1997 

TREASURY PRINCIPAL DEPUTY ASSISTANT SECRETARY 
(GOVERMv1ENT FINANCIAL POLICy) MOZELLE W: THOMPSON 

SENATE ENERGY AND NATURAL RESOURCES SUBCOMMlTTEE 
ON NATIONAL PARKS, HISTORIC PRESERVATION 

AND RECREATION 

Chainnan Thomas and distinguished Members of the Subcommittee, I am pleased to 
have the opportunity to submit this statement on behalf of the Treasury Department with respect 
to the feasibility of using bonding techniques to fmance capital projects in the National Park 
System. We commend the Subcommittee for its thoughtful attention to the critical issue of 
financing one of our most valuable national resources. 

The Treasury Department supports the National Park Service and the work it is doing to 
protect and preserve an important public resource -- our National Parks. The Park Service has 
determined that there is a critical need for capital improvement projects within the Park System, 
and Treasury is committed to working with the Interior Department and the Office of 
Management and Budget in exploring ways to finance these projects in this era of tight 
budgetary resources. We also look forward to working with the Members of this Subcommittee 
on this issue. At the same time, however, we recognize the importance of developing an 
appropriate financing method; one that meets the needs of the Park Service and avoids negative 
fiscal and economic implications for taxpayers. 

To this end, we have examined various financing proposals, including private party 
bonding proposals, and wish to set forth some of our preliminary views on this important issue. 

Under some bonding proposals, private organizations would be authorized to incur debt 
by issuing taxable bonds to finance capital improvements at certain National Parks. These parks 
would be authorized to collect a $2 per visitor surcharge, which would be used to pay principal 
and interest on the bonds. Accordingly, these private entities would be borrowing on behalf of 
the Park Service for public purposes and collecting Federal revenues for use of Federal facilities. 
RR-1987 
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Although under these proposals the Federal Government would not be liable for the security of 
the proposed .bonds, we fear that such bonds might be perceived as federally guaranteed. 

These proposals also appear to be based on the assumption that using private market 
bonds to finance the Park Service's capital needs: (1) is less costly than borrowing directly from 
the Treasury, and (2) would not be subject to the pay-as-you-go (PA YGO) provisions of the 
Budget Enforcement Act of 1990, as arnen.ded. Regrettably, these assumptions are incorrect and 
require that proposals to finance the Park Service's capital needs be reviewed with these facts in 
mind. 

Private Market Borrowing Conflicts with Federal Financial Policies 

The private market bond proposals would be more expensive than would financing of 
the capital needs of the Interior Department or Park Service directly through the Treasury 
borrowing. It is for this reason that longstanding Treasury policy requires that financing for all 
Federal purposes, including the proposed capital projects, be financed through the Treasury. 
The market for Treasury securities is the broadest, most efficient capital market in the world. 
This results in favorable borrowing rates for Treasury and the taxpayers. By contrast, financing 
Federal agency obligations in private markets could be priced at interest rates significantly 
higher than the rates on comparable Treasury securities. These interest rates would be higher 
because of limited investor familiarity with the obligations, the generally smaller size of the 
issues, limited flexibility in timing the sales, and limited secondary markets. Market financing 
would also involve transactions costs, such as underwriting fees, fees of attorneys and 
accountants, and printing costs for prospectuses and other documents. These costs would be 
avoided through Treasury borrowing. Moreover, Treasury borrowing would eliminate the 
Government's increased exposure to the risk of default that results from borrowing at higher 
interest rates. 

Longstanding Federal flllancial policy also requires Treasury borrowing to avoid the 
negative consequences of having competing Federal securities in the market. Because the 
proceeds of the proposed private party bonds would be used for important Federal purposes and 
Federal receipts would be used to pay principal and interest on the bonds, these bonds could be 
viewed as having essentially the same credit quality as Treasury securities .. Yet, private 
investors would have no loan servicing responsibilities, no credit risk, and no relationship to the 
underlying borrowers. Their likely belief would be that they were, in effect, buying Treasury 
securities but at higher rates of interest. 

Federal Budget Scoring Rules Provide No Benefit for Borrowing 

Some believe that granting borrowing authority to Interior or the Park Service would 
enable them to avoid or postpone the full budgetary impact of the costs of capital improvements. 
However, Federal budget scoring rules require that the full amount of any authorized borrowing 
be scored in the year in which the obligation is incurred. Final scoring would depend on a 
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number of factors, .including whether the borrowing is not subject to appropriations. Under 
some proposaJs, the proposed bonds would be scored as Federal obligations and would result in 
a net increase in the deficit under the pay-as-you-go CPA YGO) provisions of the Budget 
Enforcement Act of 1990, as amended. 

For these reasons, we strongly recommend that Interior study revenue financing 
proposals in closer detail before Congress provides the Interior Department or the Park Service 
with bonding authority. While Treasury has no objections to providing the Interior Department 
or Park Service with borrowing authority for capital projects, if these entities are required to 
borrow directly from the Treasury in accordance with our longstanding financial policies, we 
believe it is necessary to study whether park use fees would provide appropriate levels of support 
for capital borrowing. We caution, however, that granting such borrowing authority would not 
avoid the impact of Federal budget scoring rules. We are confident that working within the 
longstanding financial framework that Treasury has developed, a cost-effective method of 
addressing the capital funding needs of the National Park Service can be developed. Treasury 
would be happy to work with the Subcommittee, in conjunction with the Interior Department 
and the Office of Management and Budget, in developing appropriate financing structures. 

-30-



PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington. DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEET - WASHINGTON DC 

FOR.IMMEDIATE RELEASE 
October 09, 1997 

CONT,~CT; office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 52-WgEK BILLS 

Term: 
Issue Date: 
Maturity Date: 
CUS H? Numk:ler: 

364-Day 8ill 
October 16, 1997 
October 15, 1998 
9127945A9 

RANGE OF ACCEPTED COMPETITIvE EIDS: 

Discount. Investment. 
Rate Rate 1/ Price 

--.--- ---------- ------

LOw S.l9 !Ir 5.48 % 94.752 

High 5.20 % 5.49 % 94.742 

Average 5.20 % 5.49 % 94.742 

Tenders at the high discount rate were allotted 35%. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

competitive 
Noncompetit.ive 

PUBLIC SUBTOTAL 

Federal Reserve 
Foreign Official' Inst 

Refunded Maturing 
Additional Amount.s 

TOTP.L 

l/ Equivalent coupon-is,sue yield. 

RR-1988 

Tendered 
-----------------
s 52,236,000 

771,887 

53,007,887 

6,O~O,ODO 

~.22G,900 

33,100 
----------_ ... ---

60,277,887 

bttp:/lwww.pubUcd.ebt.t.reas.gav 

;.ccepted 
------_.-.-------

10.711,350 
77L 387 

--------------.---
ll,~S3,237 

6,010,000 

1.226,300 
:n .100 

-----------------
18,753.237 
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NEWS 
OFFICE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C .• 20220. (202) 622-2960 

EMBARGOED UNTIL 7:15 PM EDT 
Remarks as Prepared for Delivery 
October 9, 1997 

"KEEPING ALL OF THE HEMISHPERE ON THE ECONOMIC FAST TRACK" 
DEPUTY TREASURY SECRETARY LAWRENCE H. SUMMERS 

SIXTH ANNUAL CONFERENCE ON THE AMERICAS 
WALDORF-ASTORIA HOTEL, NEW YORK 

Good evening. This conference comes at an auspicious time. As you have heard this 
afternoon, Latin American nations are not waiting on the United States. They have already 
moved to reject the protectionism which cost them so dearly in the past, and build closer ties 
with each other and with the rest of the world. Latin America's trade with the rest of the world 
has grown by more than 12 percent a year since 1989, one third faster than world trade. Trade 
within the region itself has grown by more than 16 percent a year. And we in Washington are 
facing a choice about whether to playa central role in this integration -- or instead stand aside, 
and let an historic opportunity pass us by. 

Yesterday's Fast Track vote -- and those to come -- are about just that decision. Of 
course, restoring the President's traditional trading authority is about more than our role in this 
hemisphere -- it is about our continued leadership in efforts worldwide to bring trade barriers 
down and nations together. But our capacity to play this broader role will stand or fall by what 
we achieve in our relations with the countries closest to home. Nowhere are the potential gains 
to integration larger than on our own doorstep. And nowhere will our abdication from that 
process be more visible, and costly to our economy and to our global position than in Latin 
America. 

Realizing the ambition the President set forward in 1994 for a Free Trade Area for the 
Americas will be an important symbol of our commitment to a new shared agenda for closer 
integration and cooperation with her neighbors Failure to achieve Fast Track would be a serious 
blow to our efforts to carry that vision forward. 

Others have spoken today about the positive impact of closer integration in Latin 
America itself. If you will forgive me, I would like to focus my remarks on what a more open 
RR-1989 
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regional and global economy would mean for the United States. Our unique role in the world 
trading system implies that our actions tend to be viewed through a global prism -- and rightly 
so. But I worry that this has an unfortunate side effect: the domestic benefits of more open 
markets can be lost on some of the people who have most to gain. 

I. The domestic rewards of increased trade 

The disastrous downward spiral into protectionism which occurred after the first World 
War was partly driven by fear of the consequences of closer integration -- and a mercantilist 
assumption that one country's trade gains were another's losses. We hear some of the same 
sentiments in America today, as many draw a link between economic dislocations at home and 
increased trade abroad. 

This argument is harder to make now than it was a few years back. The fact is that, amid 
rising opportunities for cooperation and trade with low wage economies, US unemployment is at 
a 24 year low, and average real incomes are at last starting to make up the ground they lost in the 
1970s and 1980s. 

And yet, as in Latin America, the structural changes that have put the economy on the 
right track have brought difficult dislocations in their wake. Let me be clear: none of us who are 
entering this new global economy can afford to leave people behind. It is vital that we put in 
place policies to provide vulnerable workers with the education and skills to manage the 
transition process and seize the opportunities that come with it. But nor can we in the US afford 
to believe that our vulnerable workers will be helped by voting down Fast Track. 

Undermining our ability to open markets abroad would be worse than counterproductive, 
for three reasons. 

1. The wrong target: trade with low wage countries accounts for only a small share of rising 
inequality 

For all the dramatic rise in integration we have seen in the past decade, the share 
accounted for by imports from low-wage countries has increased by only one and a half 
percentage points. In the last 30 years, it has risen by only about three percent of GDP. 

In that same period, the share of national defense has fallen by more than four and a half 
percent ofGDP; health care's share has risen by nearly eight percentage points; and the female 
share of the workforce has increased from 35 percent to 46 percent. These and other changes 
dwarf the rise in trade which has occurred -- and will continue to do so for the foreseeable future. 
Remember, fully two-thirds of all American workers are employed in nontraded goods and 
servIces. 
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Of course it is true, as a basic proposition of international economics. that trade and 
imports could exert forces leading to convergence. But the very large number of academic 
studies into the possible domestic impact of international trade have concluded that this factor 
accounts for only 10 -- or perhaps 20 -- percent of the increase in income inequality we have 
seen in the US in the past two decades. Rather, the bulk of the evidence suggests that changes 
in technology, especially information technology, have played the major role in increasing 
inequality. These have pushed up the relative return to skills and education worldwide. not 
merely in the United States. 

2. The growth in this kind of trade has had very little to do with new trade agreements 

The second reason Fast Track is the wrong target is that. while trade with low wage 
economies has risen dramatically from the low base of 20 years ago. it is difficult to pin that 
growth on any of the new trade agreements we have negotiated in that time. Ifwe consider 
China, or India, or any number of the countries that feature heavily in these debates, we can see 
that the vast majority of any increase in imports must have been driven by other factors. 

We had very few trade barriers against less-developed countries fifteen years ago, on the 
order of five to fifteen percent. Ifwe had not had the Uruguay Rounds, if we had not had 
NAFT A, if we had simply maintained the same trade regime that was in place in 1980, we 
would almost certainly still have seen a large increase in imports ftom developing countries since 
then. At bottom, those imports stem from countries' capacity to produce goods and services -
capacity that has increased sharply, as the cost of transporting these things elsewhere has 
tumbled. 

To repeat, this is not to minimize what I think is our 1110st important national economic 
challenge today: to raise the real wages of average and below-average Americans and create 
conditions in which they can once again look forward to rapid increases in wages of the kind that 
were enjoyed a generation or two ago. " 

It is to suggest that there is very little evidence that the trade agreements that we have 
reached are responsible for the pressure on these people's real wages. Turning our back on new 
trade agreements would not help the problem, any more than it would help for us to turn our 
back on new technologies. 

3. In fact, Fast Track-related trade agreements are likely to benefit American workers 

The trade agreements we would negotiate with the backing of Fast Track are in a very 
real sense our passports to the markets of tomorrow. Consider: ninety-six percent of the world's 
consumers live elsewhere; and all of the world's population growth over the next 25 years will 
take place in developing countries. Developing countries will also have much more rapid 
productivity growth, which means much more rapid income growth -- which means larger and 
faster growing markets for US business. 
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The benefits of the trade agreements we would be able to negotiate with that authority 
would be felt across the country: 

• by US businesses, in increased exports. The global trade agreements now on the agenda 
would open up vast sectors where the United States has a comparative advantage, such as 
agriculture, services and medical equipment. In these sectors -- as is true generally -- US 
average tariff rates are significantly below the average. so these agreements would be a 
net improvement on the status quo for American firms: 

• by the workers who make those new exports. Already exports support more than 11 
million American jobs. including one in five manufacturing jobs. They have created 1.7 
million new jobs in the last four years alone. On average, these jobs pay 15 percent more 
than the average; 

• by US consumers, in access to a wider variety of goods and services, at lower prices; 

• by the US firms who are estimated to pay nearly 520 billion a year in trade taxes to 
governments in Latin America and the Asian members of APEC; 

• and by Americanfamilies, in higher incomes and faster growth. both because of higher 
exports, and the greater dynamism created by competing in more open global markets. 

II. The costs of inaction -- future opportunities forgone, and existing ones threatened 

Governments around the world are recognizing the benefits which increased openness can 
bring -- and they are acting on that recognition. The implication for the United States is simple: 
we no longer have the luxury of deciding whether to encourage closer international integration, 
or live with the world as it is. With or without us, the world is changing. The choice we face now 
is between helping to lead that process. and guide it in directions tl1at are in our -- and the global 
economy's -- long term interest; or being left behind. 

Nowhere is the new situation more apparent than in Latin America. Mercosur and other 
new trade arrangements within the region have developed apace in recent years. These efforts are 
welcome in so far as they contribute to closer integration of the entire global economy, and create 
trade rather than simply divert it. But, you might say. we have to be in it to win it. Without US 
involvement this outcome cannot be guaranteed. And make no mistake: US businesses and 
consumers will suffer. 

Already we have clear evidence of the costs to US companies of being locked out of these 
new arrangements: 

• while our overall share of Mercosur market has remained steady, there has been a clear 
weakening in our performance in some of our most globally competitive sectors, such as 
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metal manufactures, road vehicles and cosmetics. Our exports to the rest of the world in 
these goods grew by almost 6% last year and our exports to Mexico grew even faster. By 
contrast, our exports to Mercosur in these goods fell by more than 10% in 1996. 

• both the European Union and Japan are moving to take advantage of the region's 
increasing market potential. Two-way trade between Mercosur and the EU was $43 
billion in 1995, as against a total of $29 billion with the United States. The EU is 
negotiating a preferential trade deal with Mercosur, while Chile has begun formal talks 
with the European on a separate trade deal. 

• US apple producers are at risk in their Latin American markets due to Chile's preferential 
tariff free, or near-tariff free, access to Mercosur and the countries with which it has 
recently negotiated trade agreements. The Chile-Venezuela FT A means that Chilean fresh 
fruit pays a 2 percent duty when entering Venezuela, while US producers pay 15 percent. 
Our telecoms firms are at a similar disadvantage in the Chilean market now that Chile 
and Canada have negotiated a comprehensive new trade agreement. 

• on a more micro level, Quaker Fabric Company, a Massachusetts corporation employing 
1,750 workers, recently discovered that it had lost a bid for a $1.8 million a year account 
in Chile, to a competitor from Canada, solely because of a 11 percent additional tariff -- a 
tariff which its Canadian rival did not have to pay. 

III. The prize: a free and fair global economy 

I have said that our abdication from the regional and global trade agreement arena would 
deprive American workers of the benefits which more open markets have been proven to bring. I 
have said, further, that the costs would come not merely in opportunities forgone, but present 
markets lost, as other countries continue to integrate without us. But there would be other, 
broader casualties. ~ 

One is crystal clear. The US is the major force pushing for labor and environmental rights 
to be increasingly reflected in international trade agreements. If we are there working with 
developing countries, to achieve strong agreements which open their markets up to trade, we can 
press for the most aggressive possible approach to the promotion of labor and environmental 
issues. What is more, we can offer their workers the most reliable route to higher wages, namely 
access to global markets and expertise. Without our involvement, neither outcome can be 
guaranteed. 

As is true in the US, most manufacturing exports from developing countries are made by 
workers who are in the upper half of the income distribution. Enduringly, the best way to higher 
wages has been to increase labor productivity. And, just as reliably, productivity has tended to 
be higher than average in industries that compete in a global, rather than domestic, market. 
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It would be the greatest mistake for us to endanger this potential for faster growth in 
living standards in developing countries just as it is finally being glimpsed -- by endangering our 
role in fostering the emergence of a truly global trading system. And it would be a mistake that 
would affect us directly, for the benefits to these countries of increased trade and openness to 
foreign investments will ultimately translate into larger. faster growing consumer markets for 
American products. 

Our efforts to promote trade in the coming years will be a key test of our ability to show 
our people and the rest of the world that we can all gain from integrating the global economy and 
broadening it to more fully include the countries of the developing world. The challenge facing 
the United States is to become the first continental. outward-looking. non-imperialist power in 
history. Without Fast Track, it would be many times more difficult for us to rise to that 
challenge. The countries of this hemisphere have a greater stake than most in our succeeding. 

-30-
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PUBLIC DEBT NEWS 
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TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RSLEASE 
October 14, 1997 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 13-WEEK BILLS 

Term: 
Issue Date: 
Maturity Date: 
CUSIP Numbe::-: 

91-Day Bill 
October 16, 1997 
January 15, 1998 
9127946A7 

RANGE OF ACCEPTED COMPETITIVE BIDS: 

Discount Investment 
Rate Rate 1/ Price 

------ ---------- ------

Low t..97 % 5.10 % 98.744 

High 4.98 % 5.11 % 98.741 

Ave::-age 4.98 % 5.11 % 98.741 

Tenders at the high discount rate were allotted 42%. 

~~OUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompeti:ive 

PUBLIC SUBTOTAL 

Federal Reserve 
Foreign Official Inst. 

Refunded Maturing 
Additional Amounts 

TOTAL 

1/ Equivalent coupon-issue yield. 

RR - 1991 

$ 

$ 

Tendered 

54,048,498 
1,361,762 

55,410,260 

3,751,860 

100,000 

° 
59,262,120 

http://www.pubUcdebLtreas.gov 
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$ 

Accepted 

6,046,381 
1,361,762 

7,408,143 

3,751,860 

100,000 

° 
11,260,003 



PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
October 14, 1997 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 26-WEEK BILLS 

Term: 
Issue Date: 
Maturity Date: 
CUSIP Number: 

182-Day Bill 
October 16, 1997 
April 16, 1998 
9127946L3 

RANGE OF ACCEPTED COMPETITIVE BIDS: 

Discount Investment 
Rate Rate 1/ Price 

------ ---------- ------

Low 5.10 % 5.31 % 97.422 
High 5.12 % 5.33 % 97.412 
Average 5.12 % 5.33 % 97.412 

Tenders at the high discount rate were allotted 39%. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Federal Reserve 
Foreign Official Inst. 

Refunded Maturing 
Additional Amounts 

TOTAL 

$ 

$ 

Tendered 

32,419,250 
1,157,159 

33,576,409 

3,605,000 

1,909,000 
o 

39,090,409 

1/ Equivalent coupon-issue yield. 

RR - 1992 

http://www.publicdebt.treas.gov 

$ 

$ 

Accepted 

4,473,830 
1,157,159 

5,630,989 

3,605,000 

1,909,000 
o 

11,144,989 



DEPARTMENT OF THE TREASURY 

TREASURY NEWS 
OFFICE OF PUBLIC AFFAIRS e1500 PENNSYLVANIA AVENUE, j\;.\V. e WASHINGTON, D.C.e 20220. (202) 622-2960 

EMBARGOED UNTIL 2:30 P.M. 
October 14, 1997 

CONTACT: 

TREASURY'S WEEKLY BILL OFFERING 

Office of Financing 
202/219-3350 

The Treasury will auction two series of Treasury bills totaling 
approximately $15,000 million, to be issued October 23, 1997. This offering will 
provide about $575 million of new cash for the Treasury, as the maturing 
publicly held weekly bills are outstanding in the amount of $14,430 million. 

In addition to the public holdings, Federal Reserve Banks for their own 
accounts hold $6,283 million of the maturing bills, which may be refunded at the 
weighted average discount rate of accepted competitive tenders_ Amounts issued 
to these accounts will be in addition to the offering amount. 

Federal Reserve Banks hold $3,245 million as agents for foreign and 
international monetary authorities, which may be refunded within the offering 
amount at the weighted average discount rate of accepted competitive tenders. 
Additional amounts may be issued for such accounts if the aggregate amount of 
new bids exceeds the aggregate amount of maturing bills. 

Tenders for the bills will be received at Federal Reserve Banks and 
Branches and at the Bureau of the Public Debt, Washington, D.C. This offering 
of Treasury securities is governed by the terms and conditions set forth in the 
Uniform Offering Circular (31 CFR Part 356, as amended) for the sale and issue 
by the Treasury to the public of marketable Treasury bills, notes, and bonds. 

Details about each of the new securities are given in the attached offering 
highlights. 

000 
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HIGHLIGHTS OF TREASURY OFFERINGS OF WEEKLY BILLS 
TO BE ISSUED OCTOBER 23, 1997 

Offering Amount ............................ $7,500 million 

Description of Offering: 
Term and type of security .................. 91-day bill 
CUSIP number ............................... 912794 6B 5 
Auction date ............................... October 20, 1997 
Issue date ................................. October 23, 1997 
Maturity date .............................. January 22, 1998 
Original issue date ........................ July 24, 1997 
currently outstanding ...................... $11,687 million 
Minimum bid amount ......................... $10,000 
Mul tiples .................................. $ 1,000 

The following rules apply to all securities mentioned above: 

Submission of Bids: 

$7,500 million 

182-day bill 
912794 6M 1 
October 20, 1997 
October 23, 1997 
April 23, 1998 
October 23, 1997 

$10,000 
$ 1,000 

Noncompetitive bids Accepted in full up to $1,000,000 at the average 
discount rate of accepted competitive bids 

october 14, 199 

Competitive bids ........................... (1) Must be expressed as a discount rate with two decimals, e.g., 7.10%. 

Maximum Recognized Bid 

(2) Net long position for each bidder must be reported when the sum of the 
total bid amount, at all discount rates, and the net long position is 
$2 billion or greater. 

(3) Net long position must be determined as of one half-hour prior to the 
closing time for receipt of competitive tenders. 

at a Single Yield ....................... 35% of public offering 

Maximum Award .............................. 35% of public offering 

Receipt of Tenders: 
Noncompetitive tenders ..................... Prior to 12:00 noon Eastern Daylight Saving time on auction day 
Competitive tenders ........................ Prior to 1:00 p.m. Eastern Daylight Saving time on auction day 

Payment Terms Full payment with tender or by charge to a funds account 
at a Federal Reserve Bank on issue date 



DEPARTMENT OF THE TREA'SURY 

TREASURY NEWS 
omCE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASillNGTON, D.C.. 20220. (202) 622-2960 

FOR IMMEDIATE RELEASE 
October 15, 1997 

Contact: Dan Israel 
(202) 622-2960 

GUTTENT AG TO FILL NEW INTERNATIONAL TAX AFFAIRS POSITION 

Secretary Robert Rubin has appointed Joseph H. Guttentag to the newly-created position 
of Deputy Assistant Secretary for International Tax Affairs in the U.S. Treasury Department's 
Office of Tax Policy. 

Guttentag currently serves as Treasury's International Tax Counsel, having previously 
served in a similar capacity from 1967-68. As Deputy Assistant Secretary for International Tax 
Affairs, he will be responsible for negotiating international tax treaties, advising Treasury officials 
and other government agencies on matters affecting international taxation and overseeing the Tax 
Advisory program. 

The new position was created in recognition of the vastly increased importance of 
managing international tax relationships. Guttentag will oversee the continued growth of the 
Office of Tax Policy's work in the global arena, expanding on his present work with international 
organizations, from specialized tax groups to the Organization for Economic Cooperation and 
Development. 

His office will be responsible for providing guidance in meetings with the G-7 and other 
regional organizations in which the Department is the lead U.S. government agency or plays a 
significant role. His office already has spearheaded a pioneering study of electronic technology's 
impact on a country's ability to preserve the integrity of its tax systems. 

Guttentag was appointed International Tax Counsel at Treasury in 1994. From 1979-94 
he was a senior tax partner with the law firm of Arnold and Porter in Washington, DC and Tokyo. 

A graduate of the University of Michigan and Harvard Law School, Guttentag has taught 
at Harvard Law School and the George Washington University Law School. He and his wife, 
Merna Guttentag, have three children and are longtime residents of Washington, DC. 

-30-
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PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

FOR IMMEDIATE RELEASE 
October 16, 1997 

Contact: Office of Financing 
(202) 219-3350 

TREASURY'S lO-YEAR INFLATION-I~DEXED NOTES 
NOVEMBER REFERENCE CPI NUMBERS A~D DAILY INDEX RATIOS 

Public Debt announced today the reference Consumer Price Index (CPI) numbers and the 
daily index ratios for the month of November for the lO-year Treasury inflation-indexed 
notes of Series A-2007. This information is based on the non-seasonally adjusted U.S. City 
Average All Items Consumer Price Index for All Urban Consumers (CPI-U) published by 
the Bureau of Labor Statistics of the U.S. Department of Labor. 

In addition to the publication of the reference CPI's (Ref CPI) and index ratios, this 
release provides the non-seasonally adjusted CPI-U for the prior three-month period. 

This information is available through the Treasury's Office of Public Affairs automated fax 
system by calling 202-622-2040 and requesting document number 1995. The information 
is also available on the Internet at Public Debt's home page (http://www.publicdebt.treas.gov). 

The information for December is expected to be released on November 18, 1997. 
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Contact: Office of Financing 202-219-3350 

TREASURY 10-YEAR INFLATION-INDEXED NOTES 
SERIES: A-2007 

9128272M3 
January 15, 1997 
February 6, 1997 

April 15, 1997 
January 15, 2007 

158.43548 
November 1997 

30 

CUSIP: 
DATED DATE: 
ORIGINAL ISSUE DATE: 
ADDITIONAL ISSUE DATE: 
MATURITY DATE: 
Ref CPI on DATED DATE: 
TABLE FOR MONTH OF: 
NUMBER OF DAYS IN MONTH: 

CPI-U (NSA) July 1997 
CPI-U (NSA) August 1997 
CPI-U (NSA) September 1997 

Ref CPI and Index Ratios for November 1997: 

Calendar day 
November 1 1997 
November 2 1997 
November 3 1997 
November 4 1997 
November 5 1997 
November 6 1997 
November 7 1997 
November 8 1997 
November 9 1997 
November 10 1997 
November 11 1997 
November 12 1997 
November 13 1997 
November 14 1997 
November 15 1997 
November 16 1997 
November 17 1997 
November 18 1997 
November 19 1997 
November 20 1997 
November 21 1997 
November 22 1997 
November 23 1997 
November 24 1997 
November 25 1997 
November 26 1997 
November 27 1997 
November 28 1997 
November 29 1997 
November 30 1997 

RefCPI 
160.80000 
160.81333 
160.82667 
160.84000 
160.85333 
160.86667 
160.88000 
160.89333 
160.90667 
160.92000 
160.93333 
160.94667 
160.96000 
160.97333 
160.98667 
161.00000 
161.01333 
161.02667 
161.04000 
161.05333 
161.06667 
161.08000 
161.09333 
161.10667 
161.12000 
161.13333 
161.14667 
161.16000 
161.17333 
161.18667 

160.5 
160.8 
161.2 

Index Ratio 
1.01492 
1.01501 
1.01509 
1.01518 
1.01526 
1.01534 
1.01543 
1.01551 
1.01560 
1.01568 
1.01577 
1.01585 
1.01593 
1.01602 
1.01610 
1.01619 
1.01627 
1.01635 
1.01644 
1.01652 
1.01661 
1.01669 
1.01678 
1.01686 
1.01694 
1.01703 
1.01711 
1.01720 
1.01728 
1.01736 



PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

FOR IMMEDIATE RELEASE 
October 16, 1997 

Contact: Office of Financing 
(202) 219-3350 

TREASURY'S 5-YEAR INFLATION-INDEXED NOTES 
NOVEMBER REFERENCE CPI NUMBERS AND DAILY INDEX RATIOS 

Public Debt announced today the reference Consumer Price Index (CPI) numbers and the 
daily index ratios for the month of November for the 5-year Treasury inflation-indexed notes of 
Series 1-2002. This information is based on the non-seasonally adjusted U.S. City Average All 
Items Consumer Price Index for All Urban Consumers (CPI-U) published by the Bureau of 
Labor Statistics of the U.S. Department of Labor. 

In addition to the publication of the reference CPI's (Ref CPI) and index ratios, this release 
provides the non-seasonally adjusted CPI-U for the prior three-month period. 

This information is available through the Treasury's Office of Public Affairs automated fax 
system by calling 202-622-2040 and requesting document number 1996. The information 
is also available on the Internet at Public Debt's home page (http://www.publicdebureas.gov). 

The information for December is expected to be released on November 18, 1997. 
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Contact Office of Financing 202-219-3350 

TREASURY 5-YEAR INFLATION-INDEXED NOTES 
SERIES J-2002 

9128273A8 
July 15, 1997 
July 15, 1997 

October 15, 1997 
July 15, 2002 

160.15484 
November 1997 

30 

CUSIP: 
DATED DATE: 
ORIGINAL ISSUE DATE: 
ADDITIONAL ISSUE DATE: 
MATURITY DATE: 
Ref CPI on DATED DATE: 
TABLE FOR MONTH OF: 
NUMBER OF DAYS IN MONTH: 

CPI-U (NSA) July 1997 
CPI-U (NSA) August 1997 
CPI-U (NSA) September 1997 

Ref CPI and Index Ratios for November 1997: 

Calendar da 
November 1 1997 
November 2 1997 
November 3 1997 
November 4 1997 
November 5 1997 
November 6 1997 
November 7 1997 
November 8 1997 
November 9 1997 
November 10 1997 
November 11 1997 
November 12 1997 
November 13 1997 
November 14 1997 
November 15 1997 
November 16 1997 
November 17 1997 
November 18 1997 
November 19 1997 
November 20 1997 
November 21 1997 
November 22 1997 
November 23 1997 
November 24 1997 
November 25 1997 
November 26 1997 
November 27 1997 
November 28 1997 
November 29 1997 
November 30 1997 

Ref CPI 
160.80000 
160.81333 
160.82667 
160.84000 
160.85333 
160.86667 
160.88000 
160.89333 
160.90667 
160.92000 I 
160.93333 
160.94667 
160.96000 
160.97333 
160.98667 
161.00000 
161.01333 
161.02667 
161.04000 
161.05333 
161.06667 
161.08000 
161.09333 
161.10667 
161.12000 
161.13333 
161.14667 
161.16000 j 

161.17333 
161.18667 

160.5 
160.8 
161.2 

Index Ratio 
1.00403 
1.00411 
1.00419 
1.00428 
1.00436 
1.00444 
1.00453 
1.00461 
1.00469 
1.00478 
1.00486 
1.00494 
1.00503 
1.00511 
1.00519 
1.00528 
1.00536 
1.00544 
1.00553 
1.00561 
1.00569 
1.00578 
1.00586 
1.00594 
1.00603 
1.00611 
1.00619 
1.00628 
1.00636 
1.00644 



PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
October 20, 1997 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 13-WEEK BILLS 

Term: 
Issue Date: 
Mat.urit.y Date: 
CUSIP Number: 

91-Day Bill 
October 23, 1997 
January 22, 1998 
9127946B5 

~~GE OF ACCEPTED COMPETITIVE BIDS: 

Discount Investment 
Rate Rate 1/ Price 

------ ---------- ------
Low 4.94 % 5.07 % 98.751 
High 4.96 %" 5.09 e. 98.746 "tl 

.~verage 4.96 .... 5.09 %" 98.746 " 

Tenders at the high discount. rat.e were allott.ed 80%. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompetit.ive 

PUBLIC SUBTOT_~ 

Federal Reserve 
Foreign Official Inst. 

Refunded Maturing 
Additional Amounts 

TOTAL 

$ 

$ 

Tendered 

46,609,046 
1,146,229 

47,755,275 

165,000 
o 

51,037,775 

1/ Equivalent coupon-issue yield. 

RR-1997 

http://www.pu.bllcdebLtreas.gov 
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$ 

Accepted 

6,243,046 
1,146,229 

7,389,275 

3,117,500 

165,000 
o 

10,671,775 



PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
occober 20, 1997 

CONTACT: Office of Financing 
202-219-)350 

RESULTS OF TREASURY'S AUCTION OF 26~WEEK BILLS 

Term: 
Issue Date: 
Maturity Da~e: 
CUSH' Number; 

192-Day Bill 
October 23, .1997 
April 23, 1998 
9127946Ml 

RANGE OF ACCEPTED COMPETITIVE BIDS; 

Discount. Investment 
Rate Rate 1/ Price 

------ ---------- ------
Low S.H l 5.35 It. 97.401 ~ 

High 5.15 ~ 5.36 ~ 97.396 
.1\verage 5.1S % 5.36 % 97.396 

Tenders at the high discount rate were allottea 39%. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Compec.icive 
Noncompetitive 

PUBLIC SUBTOTAL 

Federal Reserve 
Foreign Official Inst. 

Refunded MaLuring 
Additional AmOunLS 

TOTAL 

1/ Equivalent coupon-issue yield. 

RR-1998 

$ 

$ 

Tendered 

36,472,225 
965,580 

37,437,605 

3.165,000 

2,512,500 
o 

43,115,305 

http://www.puhUcdebUreas.gov 

$ 

$ 

Accepted 

4,031,589 
965,580 

4,997,169 

3,165,000 

2,512,500 
o 

10.674,669 



DEPARTMENT OF THE TREASURY 

NEWS 
OFFICE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W •• WASmNGTON, D.C .• 20220 • (202) 622-2960 

EMBARGOED UNTIL lOAM. EDT 
Text as Prepared for Delivery 
October 21, 1997 

DEPUTY TREASURY SECRETARY LAWRENCE H. SUMMERS 
SENATE BUDGET COMMITTEE 

Good morning. It is a pleasure to be here today. Forty years ago, uniting the economies of 
Europe under a single currency was the distant goal ofa handful of European thinkers. Today, this 
ambitious project seems close to becoming a reality -- and is attracting serious attention here in the 
United States. 

As you know, European heads of government decided to embark upon the creation of a single 
currency in 1992, with the signing ofthe "Treaty on European Union" in Maastricht. This laid down a 
timetable for achieving European Economic and Monetary Union by the end of this century. Putting 
these plans into practice has been a major preoccupation of European leaders ever since. 

In a little more than six months' time, the project is scheduled to be entering its final stages, with 
the selection of the initial members of the new currency union. A bare six months after that, on January 
1, 1999, these countries would then cede control over their monetary policies and the implementation of 
their exchange rate policies to the new European Central Bank, and the new currency, the euro, would be 
a reality. By 2002, traveling across large parts of West em Europe could involve no more trips to a 
foreign exchange bureau than traveling coast to coast in the United States does today. 

There is a growing and widespread belief in financial markets that EMU will happen, and it will 
happen on time. It is thus a very apposite time for this committee -- and for the United States generally -
to take stock. 

Let me be clear: at bottom this is a European matter, for Europeans to decide. The 

RR1999 
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Administration has never deemed it appropriate for the United States to enter debates over whether a 
single currency isnght for Europe or over the details of how it should be structured -- still less which 
countries should join. I will not stray from this approach today. These questions are for Europeans to 
answer for them.selves. I would, however, like to consider how the single currency project is likely to 
affect the US economy. 

Let me focus my remarks on three topics: first, how the creation of a single currency could affect 
the European Union as a major economy and international partner of the United States~ second, how it 
might affect the international financial system as a whole, and finally, how we are preparing for this 
change. 

I. How EMU will affect Europe -- and its partners 

As you know, America's relationship with Europe has long been the cornerstone of our economic 
and foreign policy. We have supported European efforts toward closer integration since the very 
beginning. The creation of the European coal and steel community, the common market, the single 
market, and now plans for further enlargement -.- these are all things that we have supported and that have 
been strongly in our interest. 

We have the same interest with regard to the creation ofa single currency that we would have 
with respect to any major development in Europe. We are well served when the region is vibrant 
economically, and is working to open its markets and strengthen its ties with the global economy. 
Europe wi~1 prosper from an economic and monetary .union that supports these ends -- and if Europe 
prosperS, this will help prosperity in the United States. 

1. EMU and European economic growth 

When Europe is growing rapidly it is a more dynamic market for our exports -- and a stronger 
partner for us around the world. Last year our total merchandise trade with the EU exceeded $270 billion 
-- an amount second only to Canada. More than half -- almost $400 billion -- of our foreign direct 
investments are in Europe. Nor is this figure declining: American investment in Europe grew by roughly 
11 percent, on average, between 1982 and 1995, somewhat faster than our investments in the rest of the 
world. 

These figures are testament to the many trading and investment opportunities which have resulted 
from recent moves toward closer European integration. It is worth noting that the closer convergence in 
economic policies, and changing market expectations, that have been associated with preparations for 
EMU have themselves brought significant economic benefits to many countries. In Italy, for example, 
long term interest rates have fallen by five and a half percentage points since the beginning of 1993, as 
the gap between Italian and German bond rates has fallen in line with increased expectations ofItaly 
joining EMU. This increased market confidence in Italian assets has cut government borrowing costs 
substantially and done much to spur the Italian recovery. 

And yet, for all the positive effects that increased integration has conferred, no one doubts that 
Europe still faces serious economic challenges -- challenges that will need to be overcome if EMU is to 
succeed. 

2 



First on the list is Europe's high rate of unemployment, which has continued to rise -- with only 
brief respites -- since the early 1980s. The average unemployment rate in the EU last year was more than 
11 percent, roughly twice what it was in 1979. In some countries as many as 1 in 4 people in their early 
twenties is unemployed, while up to half of those out of work have been so for more than a year. 

Partly as a result of these labor market failures, Europe has also had serious fiscal imbalances to 
deal with in recent years. The 1992 Maastricht Treaty laid down criteria for entry into EMU which were 
intended to ensure all members had brought these problems under control before joining the union. 
These criteria have spurred many governments to make significant progress. 

The Stability and Growth Pact agreed by European heads in Dublin last December is designed to 
ensure that countries continue to exercise tight control over public borrowing once they are part of EMU. 
But, as in the United States, every European country will continue to face an ongoing challenge in coping 
with the effects of an aging population -- both for pension systems and medical expenditures. 

The governments of Europe have repeatedly indicated that they plan to carry out the structural 
reforms needed to address both high unemployment and these looming fiscal pressures. Yet, as we have 
seen, it has often been difficult to build a political consensus to address these issues -- not least because 
for many, the reforms that are needed go right to the heart of the social democratic consensus in Europe 
which developed through the course of this century. 

The advent of EMU will make it more, rather than less vital for governments to proceed with 
these structural reforms if Europe is to enjoy robust growth. Given a shock to domestic demand, 
individual members of EMU will no longer have any freedom to respond by devaluing or revaluing their 
currency, or cutting or raising interest rates. Nor -- given the combined constraints of the fiscal stability 
pact and existing debt and deficit levels -- will they able to use fiscal stimuli to support growth. 

If coping with the new currency were to distract policy makers from the need to pursue 
fundamental reforms, the reduced economic autonomy of the participants could thus come at the price of 
forgone growth. This makes it all the more encouraging to hear voices across the European political 
spectrum acknowledge that EMU requires structural reforms to succeed, and that EMU should push 
policies in that direction. As we have seen in the recent flood of cross-country mergers and acquisitions, 
the European private sector is already responding to the demands of the new situation. The challenge will 
be for governments to build on the growing consensus in favor of change -- and channel it into genuine 
structural reform. 

2. EMU and Europe's role in the world economy 

Just as it would be unfortunate if EMU distracted European policy makers from their domestic 
challenges, it must not distract them from the important international challenges Europe faces. 
Particularly critical in this context is the expansion of the EU to incorporate several countries of the 
former Soviet bloc. 

This is an ambitious undertaking and one which the United States government hopes will 
succeed. While the difficulties and costs involved may be significant, so, too, are the potential rewards. 
Eastward expansion offers chances to transfer not only technology and capital, but democratic and 
market-oriented institutions and cultures. All of these would do much to cement these countries' 
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transition to a market democracy over the long-:term. 

More broadly, it will be important in the years after EMU for the European Union to dispel any 
remaining fears about the creation ofa "Fortress Europe" by continuing to open up its markets and' 
strengthen its ties with the global economy. EMU will raise issues for the future evolution of the G-7, 
and the nature of Europe's participation in international organizations such as the International Monetary 
Fund. We look forward to engaging with the EU on these matters next year after the selection of the first 
members. 

Efforts to resolve these issues must have one vital goal: that Europe emerges out of EMU with the 
capacity to play an active, constructive role on the world stage on political, monetary and other matters. 
The corollary is that European policy makers will have to avoid being overly preoccupied with building 
and refining the architecture of monetary union. 

II. The Euro's Future Role in the Global Financial System 

The creation of a new European currency on January 1, 1999 would mark the biggest change in 
the international monetary system since the breakdown of the Bretton-Woods system in the early 1970s. 
It would truly be an event without precedent, either in European history or the history of the world. 
Clearly, the United States will have a major interest in the impact which such an event might have on the 
i"nternational financial landscape. 

There have been two kinds of issues raised in this context: first, the impact of EMU on the 
international role of the dollar; and second, the potential effect on short term trade and exchange rate 
developments. Let me be clear: we generally do not speculate about the future values of existing 
currencies, be they our own or others. This humility certainly extends to future trends in the values of 
currencies that do not yet exist. With these general qualifications, however, I would like to make a few 
general observations about each of these issues. 

1. The reserve role of the dollar 

Point one to remember is that, ultimately, the dollar's relative standing in the international 
financial system will always depend more on developments in the United States than on events 
elsewhere. The buck, you might say, stops -- and starts -- with us. If the United States maintains strong 
and credible policies, the dollar will remain a sound currency: the fate of the dollar will be largely in our 
hands. 

While the international use of the dollar declined somewhat in the 1970s and 1980s, it has since 
more than stabilized. Last year, 64 cent of official foreign exchange reserves worldwide were held in 
dollars, compared to around 57 percent in 1990. Looking forward, the dollar would seem uniquely well
placed to benefit from the defining development in the global economy of our time, the growth of 
emerging markets. Most obviously, a very large fraction of international reserve holdings and cross
border transactions in Latin America and Asia are in dollars. 

It is difficult to predict with any certainty what the role of the newly created euro will be. Those 
who foresee it growing very rapidly in importance point to the fact that it will be the common currency of 
countries representing a significant share of global output. Those who are more skeptical point to the fact 
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that the new currency will be without a proven track record, and to investors' desire to observe progress 
toward price stability before making a commitment. Even with the clear backing of its members, there are 
likely to be lingering doubts about the operation ofmonetaty policy within the new system -- doubts 
which, ultimately will only be overcome by experience 

Where there is little disagreement is that, barring major policy errors, international currency 
holdings do not change at great speed. In particular, European financial markets are unlikely to transform 

themselves over night. It is true that EMU will almost instantaneously bring forth the creation of a very 
wide range of assets denominated in euros -- many times more than are presently denominated in the 
German mark. But it will take time before this variety comes close to matching the range available in the 
United States; or, given differing perceptions of the creditworthiness of individual government securities, 
the homogeneity of the American market for public debt. 

Even if there were some movement in this direction in the years after EMU, our financial markets 
would surely remain the most liquid in the world. Given that, it is very unlikely that the appearance of the 
euro will have a significant impact on US borrowing costs in the foreseeable future. 

2. Trade and exchange rate fluctuations 

The exchange rates of the main Continental European economies have been fixed among 
themselves for some time now, with little tendency to fluctuate. In that sense, European monetary 
policies have been common for some years. 

The general approach each country has taken has shown a recognition that strong monetary 
policies are essential for achieving a healthy environment for investment and growth -- investment and 
W0wth which Europe needs ifit is to make a serious dent on unemployment. We welcome the 
widespread recognition on the part of European national governments that strong monetary policies need 
to be supported by a strong financial system and sound fiscal policies -- and require the existence of 
strongly independent central banks. 

Going forward it will be very important that Europeans recognize -- as many of them have -- that 
no nation or region can devalue its way to prosperity. Through this century we have learnt that 
competitive devaluations, in the face of depressed conditions at home, are a poor substitute for concerted 
efforts to tackle the domestic roots of the problem. The same will hold true in Europe after EMU. This is 
why it is especially vital that growth should be based on sound fundamentals -- including solid and 
broad-based domestic demand. 

Finally, many have expressed concern that during the transition period to EMU financial markets 
could experience unusually high volatility. Given the magnitude of the change involved, this is not an 
unreasonable concern. However, we do not believe there is any intrinsic reason why the preparations for 
a single currency that have hitherto been announced should trigger any significant rise in volatility. At 
any rate, over time any such increase should subside as markets become accustomed to the new 
environment. 

Others have suggested that EMU will lead to greater exchange rate volatility over the longer term, 
because governments may take a more relaxed attitude towards exchange rate fluctuations. The reasoning 
is that exchange rate disturbances are more disruptive for small, open economies. Europe is composed of 

5 



individually smaller economies with higher trade-to GDP ratios than the United States and therefore has 
been more interested in dampening exchange market instability. When EMU is launched, however, the 
member economies will be part ofa collective entity roughly the size of the American economy with 
similar levels of~de. Therefore, the argument runs, European governments will allow greater exchange 
rate fluctuations precisely because it is less of a problem. 

One might speculate that this would take place, and yet, one could argue that EMU would 
actually dampen exchange rate instability by reducing the temptation to engage in counterproductive 
efforts to control exchange rates. The very range of these predictions suggests grounds for caution. 

Once again, it is perfectly possible that EMU will be more a force for continuity. After all, the 
external exchange rate policy of the participants in EMU is likely to be quite close to Germany's present 
policy, which is also quite similar, to that of Japan and the United States. There will still be a flexible 
exchange rate system among the major currencies, not targeted at particular levels of exchange rates. And 
we will still want to maintain an effective process for cooperation on monetary and exchange policies 
when circumstances suggest a role for such efforts. 

m. Preparations for EMU in the United States 

EMU is a massive and ambitious project in many ways. Just the magnitude of the change 
involved is cause for concern that something could go wrong, but not reason to believe something will go 
wrong. The Treasury Department, the Fed, and other agencies are following developments closely, but 
have no reason to suspect that events will call for any unusual response on our part. 

Almost all of the preparations for this project will fall to European governments and central banks 
and the private sector. Officials from the Treasury and the Federal Reserve meet routinely with 
European counterparts several times a year, at many levels. Unsurprisingly, EMU has featured heavily in 
these discussions during the past year or so. That said -- the United States government has no direct role 
in most of the preparations for EMU. 

For private sector companies who are actively involved in international trade or finance or have 
European operations, it is another story. They have a lot of work to do in such domains as accounting, 
finance, and information management -- work which, given the close proximity of EMU probably needs 
to speed up in the months ahead. 

There have been some concerns raised, for example, about the particular difficulties in preparing 
computer systems for EMU -- problems which in many ways may be comparable to those raised by the 
year 2000. These and a range oflegal issues raised by the arrival of the single currency may require work 
by banking and securities regulators to draw attention to the problem and ensure that firms are prepared 
to meet their obligations to customers and trading partners. Although I cannot guarantee American 
business that EMU will occur as promised, I would advise them to be ready. 

N. Conclusion 

Let me conclude where I began. The United States has a strong economic and security interest in 
a stable and prosperous Europe -- which gives us a strong stake in a European Economic and Monetary 
Union that gives the region the strength and confidence it needs to move ahead with reform and to 
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continue to integrate its economy more fully with the rest of the world. As I like to say, if EMU works for 
Europe it will work for the United States. The more the single currency helps Europe develop a robust 
and healthy economy that is open to world markets, the more welcome the project will be. I would now 
welcome any questions. 

-30-
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DEPARTMENT OF THE TREASURY 

EMBARGOED UNTIL 1PM 
Text as Prepared for Delivery 
October 21, 1997 

NEWS 

NANCY KILLEFER, ASSIST ANT SECRETARY FOR MANAGEMENT 
AND CHIEF FINANCIAL OFFICER 

HOUSE COMMITTEE ON BANKING AND FINANCIAL SERVICES 
SUBCOMMITTEE ON DOMESTIC AND INTERNATIONAL MONETARY POLICY 

I am pleased to be here today, along with the Director of the U.S. Mint, to talk about your 

legislative proposal authorizing a redesigned one-dollar coin. The legislation provides that the 

new coin would not be issued until the remaining stock of Susan B. Anthony coins is depleted. I 

look forward to working with you on this issue, as well as many other coin and currency issues. 

The production, integrity, use and security of our money is central to Treasury's mission and 

responsibilities. As the Assistant Secretary for Management and Chief Financial Officer, I work 

with other Treasury policy officials and offices in advising the Secretary on matters having a direct 

or indirect impact on our use of money. Treasury's Strategic Plan has, among its objectives, the 

goal of str~ngthening oversight and coordination efforts for coin and currency policy formulation. 

With respect to the cost and production of our currency and coins, my office and the Office of the 

U.S. Treasurer have responsibility for oversight of the BEP and the Mint. My office promotes the 

efficiency and effectiveness of the production of our coinage and currency through its oversight of 
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the Mint and BEP, as with other Treasury bureaus, in the areas of strategic planning, 

organizational improvement, budget, procurement, human resources, security, property 

management, information systems, and financial management. 

Treasury is currently faced with a decision regarding future production of a dollar coin to meet 

ongoing demand. At the current draw down rate, the Mint stockpile of Susan B. Anthony (SBAs) 

dollar coins is expected to be entirely depleted in approximately 30 months. Although the public 

continues to prefer paper currency to coinage, use of one-dollar coins by vending machine 

operators and some metropolitan transit authorities has increased. When the SBAs are depleted, 

we can meet demand by either producing more SBAs or a new dollar coin. 

Treasury supports the development and production of a new, gold-colored dollar coin to replace 

the silver-colored SBA. The Susan B. Anthony coin has been unpopular in part because it is 

difficult to distinguish from the quarter. Consequently, we want to work with Congress to 

approve a new dollar coin design, and ensure that the Mint has sufficient time to produce a new 

one-dollar coin. It would take the Mint an estimated 30 months to research and test alloys, 

produce and place a new dollar coin into circulation. 

Your bill, the "United States $1 Coin Act of 1997," would provide Treasury the necessary 

authority to develop and produce a one-dollar coin which is more distinguishable from other 

denominations. Treasury supports the intent of the bill, as introduced. We urge Congress to pass 

legislation that will enable Treasury to continue to meet demand for dollar coins, without 

resuming production of the SBAs. 

Conclusion 

I would like to thank the Subcommittee and you, Mr. Chairman, for this opportunity to appear 

before you today. I look forward to working with you in the future. Now I would be pleased to 

respond to any questions you may have. 
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TREASURY NEWS 
OFFICE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASlDNGTON, D.C .• 20220. (202) 622-2960 

FOR IMMEDIATE RELEASE 
October 22, 1997 

Contact: Beth Weaver 
(202) 622-2960 

TREASURY'S KELLY ELECTED TO TOP INTERPOL POST 

Treasury Under Secretary for Enforcement Raymond W. Kelly was elected Vice 
President for the Americas at INTERPOL's 66th General Assembly Session in New Delhi, 
India yesterday. 

Prior to his tenure at Treasury, Under Secretary Kelly served as Police Commissioner 
of the New York City Police Department for two years after serving in every rank and 25 
commands of the department. As Police Commissioner, he directed the successful 
investigation of the 1993 World Trade Center bombing. After his retirement in 1994, Kelly 
helped establish the interim public security force in Haiti, earning a commendation from 
President Clinton for "exceptionally meritorious service." 

"Ray Kelly has been doing a tremendous job heading up Treasury's enforcement efforts 
against money laundering, drug smuggling and arms trafficking," said Treasury Secretary 
Robert E. Rubin. "His distinguished law enforcement credentials will bring to INTERPOL the 
experience and leadership skills essential to fullfill its mission to combat transnational crime." 

During his three-year term, Under Secretary Kelly will concentrate on the 177-member 
organization's fight against transnational crime. INTERPOL's services include the near 
instantaneous, international transmission of criminal investigative data via its dedicated, 
worldwide telecommunications network. Under Secretary Kelly previously served as a 
delegate to the INTERPOL Executive Committee. 

"I am delighted that Ray Kelly has been elected Vice President for the Americas at 
INTERPOL's General Assembly Session," said Attorney General Reno. "His experience in 
both the military and in law enforcement will give INTERPOL's leadership vital hands-on 
experience in combating crime that crosses international borders." 

As Treasury Under Secretary since June 1996, Kelly has had direct supervisory 
authority over the Department's enforcement bureaus which include the U.S. Customs Service, 
the U.S. Secret Service, the Bureau of Alcohol, Tobacco and Firearms, the Financial Crimes 
Enforcement Network, the Federal Law Enforcement Training Center, and the Office of 
Foreign Assets Control. 
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o E P -\ R T \ I E ~ T 0 F THE T R E -\ S l; R Y 

ORIa 01' PtJBUC AFFAIRS -1500 PENNSYLVANU.AWNtJE, N.W. - WASIDNGTON, D.C. - 20220 • (!O2) 6!J..2960 

5MBARGOBD UNTIL 2:30·P.H. 
OctoJ:)er 21, 1.99' 

CON'l'ACT: Office of F~cing 
202/21.9-3350 

TREASURY' S WBBKLY BILL OFFBRDlG 

The Treasury will auction two series of Treasury bills totaling 
approximaeely $15,000 million, eo be issued October 30. 199'. This offering w11l 
result in a paydown for the Treasury of about $650 million. as ~e maturing 
publicly held weekly bills are outstanding in the amoune of $15,6&6 mill~. 

In addition to the public holdings, Federal Reserve Banks for their own 
accounts bold $6,428 million of the matur~ bills, which may be refunded at the 
weighted average discount rate of accepted competitive teDders. Amounts i.sued 
to the.e accounts will be iD add.ition to the offering ~unt. 

'e4eEal aelery. DI9k! hold $5.165 million of the matur;na ·i.lu,s .a aganes 
for foreign and ipte;pational monetary authorities. Up to $3,000 milliop of 
theae securities mav be refunded within the offering amgunt in each of the 
auceiaas of 13-week bills and 26-week bills at tha weighted average diSCount rat~ 
of accepted cgmpet1tive tenders. Additiopalamounts may be issued in each 
auction for such aCCO'Wlts to the extent thae the amount of new bids axe •• ds 
$3,000 million. 

TeDders for the bills ~ll be received at Ped.ral Reserve Banks and Branches 
and at the Buraau of the Public Debt. WashiDgton, D.C. This offering of Trauury 
securi ties i& governed by the terms and conditions set forth in the UDifoz:m 
Offering Circular (31 CPR Part 356, as amended) for the &.le and issue by the 
~".UZ:Y t:o the publ.ic of ma.ketabl.e Treasury bi.~ls, note. , and boDcla. 

Details about each of the new securities are given in the attached offering 
highlights. 

000 

Attachment 
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HIGHLIGHTS 0. TRBA9DR~ O.BBRXNGS OF WBBKLY BILLS 
TO BB IBSUBO OCTOBER 30, 1997 

Offering Amount •••..•••.••.•••••..••••• $7.500 million 

pe.cription of Offering: 
Te~ and type of ~ecurity •••••.•..••.•• 9l-day bill 
COSIP number •••••.•••••••••••••••.••.•• 912794 6C 3 
Auction data •••••.•.•••••...••••...•.•• Oc tobar 27, 1997 
IaBue data ••••.•.••••••..•.•..•••.••.•• October 30. 1997 
Maturity date •••••...••••••••.•••..•.•• January 29, 1998 
Original isaue date •.••.••.••.•.••.•.•• July 31, 1997 
Currently outstanding •••••.••.•.••••.•• $12,160 million 
Minimum bid amount ••..••...••.••.•••••. $10,000 
Multiples .•••.•.•...•.•....••....••.•.. $ 1,000 

The following rules apply to all 8ecurities mentioned above: 

Submission of Bids: 

October 21, 1997 

$7,500 million 

I82-day bill 
912794 4U 5 
October 27, 1997 
October 30, 1997 
April 30, 1998 
May I, 1997 
$20,689 million 
$10,000 
$ 1,000 

Noncompetitive bids ...•.....•..•....... Accepted in full up to $1,000,000 at the average 
disoount rate of accepted competitive bids 

Competitive bids ......•...•••....••.... (1) MUBt be expressed as a discount rate with two 
decimals, e.g., 7.10\. 

Maximum 'ecogDiled Bid 

(2) Het long position for each bidder must be 
reported when the sum of the total bid amount, 
at all discount rates, and the net long position 
is $2 billion or greater. 

(3) Net long position must be determined as of one 
half-hour prior to the closing time for receipt 
of competitive tenders. 

at a Single Yi.ld ..•••.........•.•.•• 35' of publio offering 

Maximum Award ...•....•......••...••.••• 35' of publio offering 

Heceipt of Tend,r.: 
Noncompetitive tenders ....•.••..•••...• 

Competitive tenders 

r.ymen t 'l'erma ........................... 

Prior to 12,00 noon Bastern Standard time 
on auction day 
Prior to 1100 p .•. Bastern Standard tim. 
on auction day 

Full payment with tender or by charg. to a 
aooount at • Federal Reserve Bank on issue 

funda 
data 
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NEWS 
omCE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASIDNGTON, D.C .• 20220 • (202) 622-2960 

FOR IMMEDIATE RELEASE 
October 21, 1997 

Contact: Dan Israel 
(202) 622-2960 

STATEMENT OF SECRETARY ROBERT E. RUBIN 

Over the past two years, the Clinton Administration has had one goal in refonning the IRS: to 
better serve the American taxpayer. In order to do this, the IRS needs to provide the fairest 
possible treatment for all taxpayers, strong customer service, and effective use of technology, all 
while collecting the nation's revenue. We are making real progress. The comP4ter modernization 
program has been restructured, telephone service is improved, and electronic filing is increasing. 
But there is much more to be done. 

With the work of the National Commission on Restructuring the IRS, a series of Administration 
announcements, beginning with a speech in March by Deputy Secretary Summers, and the 
important input of the National Performance Review, a consensus has formed around the need for 
better oversight, greater continuity ofleadership, improved access to expert advice from the 
private sector, additional management flexibility, and more stable and predictable funding for the 
IRS. We have taken and will take further significant executive actions designed to achieve these 
goals, including commitments to 24 hour phone service by 1999, the formation of independent 
Citizen Advisory Panels, and the nomination of an experienced, private-sector CEO as IRS 
Commissioner. 

In its current form, the House Ways and Means Committee bill to be reported out tomorrow will 
be an important step in this process and reflects the emerging consensus on how best to build the 
IRS the American people deserve. The Administration has been working extensively with 
Members of Congress to resolve differences and move forward on the many areas of common 
ground. Over the past week, we have worked with Members of the House Ways and Means 
Committee and made substantial progress in critical areas, including clarification of executive 
branch responsibility, the hiring of a new commissioner, and ensuring accountability with respect 
to IRS law enforcement. 

In addition to the proposals affecting IRS oversight, the bill now includes strong provisions 
reflecting proposals we have made in the areas of the Taxpayer Bill of Rights, greater personnel 
flexibilities for the IRS, and electronic filing. We believe that this is now on balance a workable 
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plan and one that we can support, though improvements can and should be made. We intend 
to continue to work with Members of Congress to improve the bill as the process moves 

forward. 

As we move forward, we should bear in mind that the problems at the IRS have developed over 
many years, and they will take sustained effort over time to fully resolve. We are fully committed 
to change and to building the fair, efficient and accountable IRS the American people deserve. 
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UNDER SECRETARY 

DEPARTMENT OF THE TREASURY 
WASHINGTON. D.C. 

October 21, 1997 

The Honorable Michael G. Oxley 
Chairman 
Subcommittee on Finance and Hazardous Materials 
Committee on Commerce 
U. S. House of Representatives 
Washington, D.C. 20515 

Dear Mr. Chairman: 

As Secretary Rubin has m~de clear, we believe that the 105th Congress has an historic 
opportunity to enact long overdue financial modernization legislation that would benefit 
American consumers and strengthen our nation's financial system. We believe such legislation 
would lead to increased competition)n financial services that could save consumers billions of 
dollars a year and provide-lncreasel access to such services for millions of households and 
businesses and their communities. 

As you work toward a Subcommittee mark-up of a financial modernization bill, I want to 
highlight for you some of the issues that will be crucial in determining whether or not the 
Treasury can support that bill. As I have emphasized in our discussions over the past month. we 
believe that the September 16 draft proposal (September draft) -- the most recent legislative 
language publicly available from the Subcommittee -- contains provisions that, in our view, are 
not consistent with true financial modernization. 

Financial Activities and Structure 

We believe it is critical to an acceptable bill to eliminate the barriers to full affiliations 
among banks, insurance companies, securities firms and other providers of financial services, and 
to permit banking organizations -- including bank operating subsidiaries and bank holding 
companies -- to provide a full range of financial products and services, subject to a uniform set of 
safety and soundness protections, such as those in the June 3 Treasury proposal. 

I cannot overstate the importance to us of permitting subsidiaries of banks to engage in 
the same range of financial activities as bank holding companies. The September draft is 
inconsistent in this respect with one of the core principles that we believe should govern 
financial modernization: that financial services firms should have the flexibility to organize 
their businesses in the manner that most efficiently and economically accomplishes their goals, 
consistent with maintaining the safety and soundness of our financial system. With the strong 
safeguards we have proposed, the operating subsidiary format would provide the same safety 
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and soundness protections as the holding company format. We cannot suppon any bill that 
would - as the September draft does - discriminate against national banks by prohibiting: them 
from engaging through operating subsidiaries in the same range of financial activities as are 
permitted for holding company affiliates. 

Indeed, we believe it would be seriously flawed public policy to force banks to diven 
resources to their parent companies in order to take advantage of the expanded range of 
fmancial powers provided in modernization legislation. Such a rule would serve both to 
encourage the depletion of bank capital and to deprive banks of the opportunity to gain added 
strength through diversification. There has been no credible demonstration of countervailing 
considerations of public policy that would justify such adverse consequences for banks. 

Nonfinancial Activities and the Thrift Charter 

We continue to see an imponant linkage between the "banking and commerce" issue 
and the disposition of the thrift charter. The Treasury proposal set forth two models 
addressing this linkage: 

One was a "basket" approach that would permit companies owning banks to engage in 
a limited amount of nonfmancial activities. This would provide a framework for merging the 
bank and thrift chaners and bringing unitary thrift holding companies under the same 
regulatory system as banking organizations, and it would also permit those financial services 
companies that derive a modest amount of gross revenue from nonfinancial activities to acquire 
banks. This approach was incorporated in the Banking Committee bill. 

Alternatively, if Congress were unwilling to permit companies owning banks to engage in 
any nonfinancial activities, we would support maintaining the thrift charter as it is today, 
together with the current freedom of unitary thrift holding companies to engage in diversified 
activities. I 

The September draft would have eliminated both the thrift charter and the current 
diversification rights of unitary thrift holding companies without permitting companies owning 
banks to derive some portion of their revenues from nonfinancial activities. Although the dra~ 
would have permitted securities firms and insurance companies to retain and grow any 
nonfinancial activities they had prior to acquiring a bank, it would have denied that freedom to 
current bank holding companies. We cannot support that approach. 

1 As you know, the thrift charter focuses on housing and consumer lending, and permits only a 
limited amount of commercial lending. Moreover, thrifts' securities activities, unlike those of banks, are 
not exempt from broker-dealer registration. 



-3-

If the Subcommittee is not willing to authorize companies that own banks, and are 
predominantly engaged in financial services, to engage in a limited amount of nonfinancial 
activities, as did the Banking Committee, then we would support retaining the thrift charter and 
the unitary thrift holding company as they exist under present law. 

Modernization Without Discrimination 

In keeping with the broader principle of nondiscrimination, I want to reemphasize that we 
cannot suppon a bill that would discriminate against national banks2 - as the September draft 
would have done in a number of respects. To give only a few examples, the draft would have 
prohibited subsidiaries of national banks from engaging in a full range of financial activities, 
while not applying comparable prohibitions to state-banks. It would have prohibited national 
banks, but not state banks, from entering the insurance agency business i.n any state except by 
acquiring an existing agency. National bank subsidiaries could not engage in insurance agency 
activities unless its parent bank and all other financial institution affiliates were well capitalized 
and well managed, a requirement not applicable to state banks. The draft would leave intact the 
town-of-5000 limit on the insurance _agency activities of national banks. It could also be read to 
validate restrictive state insurance-agent licensing laws that could discriminate against national 
banks in their conduct of insurance activities. 

Let me be clear: We do not suggest that such discriminatory and anticompetitive 
restrictions should be applied to state banks. On the contrary, they are unwarranted and should 
not apply to any banks .. But singling out the national banking system for discriminatory 
treatment is, in our view, unreasonable and wholly unsupportable. 

Consumer Protections and Community Reinvestment Requirements 

The Treasury believes that the Community Reinvestment Act requirements and consumer 
protections in H.R. 10 as passed by the House Banking Committee must be included in an 
acceptable bill. We are pleased that the September draft, like the Banking Committee bill, would 
require all banks that engage in newly authorized activities through a holding company affiliate 
or an operating subsidiary to have satisfactory or better CRA ratings. Unfortunately, however, 
the September draft does not include the Fair Housing Act provisions of H.R. 10, nor any 
requirement that wholesale financial institutions be subject to CRA requirements. 

Moreover, the September draft contains no inducement to banking organizations to 
provide basic banking services for those who cannot afford conventional bank accounts. In light 
of Congress' 1996 mandate that Treasury make all federal benefit payments by electronic funds 

2Such discrimination would also affect any thrift institution that converted to a national charter. 
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transfer beginning in 1999, we believe it is particularly important to focus the attention of banks 
ort the need to provide services that will accommodate unbanked payments recipients . 

• • • 

We remain committed to the goal of achieving financial modernization legislation in this 
Congress. However, we have consistently made clear our view that in order to merit support, 
such legislation must be forward-looking, nondiscriminatory, procompetitive, and consistent 
with the goals of protecting the safety and soundness of the banking system, enhancing 
opportunities for consumers, and encouraging innovation. We look forward to working with you 
to achieve these objectives. 

Sincerely, '. 

( 
John D. Hawke, Jr. 

Under Secretary for Domestic Finance 
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NEWS 
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STA TEMENT OF LAWRENCE H. SUMMERS 
DEPUTY SECRETARY, U.S. DEPARTMENT OF TREASURY 
REGARDING THE COVERDELL PARENT AND STUDENT 

SA VINGS ACCOUNT PLUS ACT 

I am sorry I cannot join Secretary Riley and Congressmen Rangel, Clay and Stenholm in person 
today to speak on this important issue. This Administration is strongly committed to improving 
the quality of primary and secondary education for every child in our country. However, we do 
not support the Coverdell proposal which would divert needed attention and resources from our 
public schools. 

As stated recently in a letter from Treasury Secretary Rubin and Education Secretary Riley, this 
proposal raises the same concerns as the proposal passed by the Senate last summer and opposed 
. by the Administration. At that time, the President stated that he would veto the legislation that 
contained this measure, and Secretary Rubin and Secretary Riley stated that they would 
recommend that he veto this bill should it reach his desk. 

The Coverdell proposal would disproportionately benefit the most affluent families and provide 
little benefit to lower and middle-income families. According to a Treasury Department analysis, 
almost 70 percent of the benefits of this proposal would flow to families in the top 20 percent of 
income distribution and about 27 percent to families in the top ten percent. Low- and moderate 
income families are less likely to have assets to contribute to education IRAs and the benefit of 
the proposal depends on the family's marginal tax rate, which lessens its value for these families. 

In addition, we do not believe that increasing the contribution limits for tax-preferred saving 
opportunities will generate much additional saving and instead, will reward families, particularly 
those with significant means, for what they would otherwise do. 

We are also concerned the bill could create significant tax compliance problems. The legislation 
allows tax-free withdrawals from Education IRAs for "supplementary expenses required for [the 
child's] enrollment or attendance at a public, private or sectarian school," but provides no 
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guidance in identifying what these expenses are. Distinguishing between an appropriately tax-free 
withdrawal and one that should be subject to tax and penalty would lead to significant additional 
tax complexity for families. 

Congressman Rangel's substitute proposal would instead increase the volume of qualified zone 
academy bonds to help public schools with a substantial number oflow-income students afford 
improvements in their infrastructure, their equipment and their teacher training. We support this 
and other proposals that would help the majority of students who are in public schools rather than 
using federal funds to encourage a shift .away from these important community resources. 
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':'REASURY TO AUCTION 2-YEAR AND 5-YEAR NOTES 
TOTALING $26,000 MILLION 

The Treasury will auction $15,000 million of 2-year noces and $11,000 
million of 5-year notes to refund $29,356 million of publicly held securicies 
maturing October 3l, 1997, and to pay down about $3,350 million. 

In addition to the public holdings, Federal Reserve Banks hold $867 
- million of the maturing securities for their own accounts, which may be 

refunded by issuing addi~ional amoun~s of the new securities. 

The maturing securities held by the public include $2,977 million held 
by Federal Reserve Sanks as agen~s for foreign and international monetary 
authorities. Amoun~s bid for these accoun~s by Federal Reserve Banks will 
be added to ehe offering. 

Both the 2-year and 5-year no~e auctions will be conduc~ed in the single
price auction format. All competi~ive and noncompetitive awards will be at 
the highest yield of accepted competitive tenders. 

The 2-year and 5-year notes being offered coday are eligible for the 
STRIPS program. 

Tenders will be received at Federal Reserve Banks and Branches and at 
tbe Bureau of Che PUblic Debt, Washington, D. C. This offering of Treasury 
securities is governed by the terms and conditions set foreh in ~he uniform 
Offering Circular (3l CFR Part 356, as amended) for the sale and issue by 
the Treasury to the public of marketable Treasury bills, notes, and bonds. 

Details about each of the new securities are given in the attached 
offering highlights. 

000 
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HIOHLIOHTS 09 TRBA8Uay OFFBRINOS TO THB PUBLIC OF 
2~YBAR AND 5-Y8AR NOTBS TO BS 188UBO OCTOBla 31, I'" 

October 22, 199'. 

Offerlng Amount ......................... $15.000 Dillion $ll,OOO million 

Description oC Offerlng: 
Teem and type of security ..... " . " ... , . 2-year notes S-year noteB 
Serlea ...... " . " ........... , . , ......... AL~1999 N-2002 
CUSIP nllmber ., '" , ... '" .... , .. , . " ..... 912827 lK 6 912827 lL 4 
Auction date ..... , .. , . , , .. , , . , . , ........ October 28. 1997 October 29, 1997 
Issue date, .. " .... " ...... , ... , .. , ... ,. October 11, 1997 October)) • 1997 
Dated date .............................. October 31, 1997 Oclober 31, 1997 
Maturitv date ..... , ..................... October 31, 1999 October 31, 2002 
Interest rale ........................... Determined based on the highest Determined based on the hi!lhcl.ll. 

accepted competitive bid 
Yield ......................... , ......... Determ'ned at auction 
Interest payment datea .................. April JO and October )1 
Minimum bid amount ...................... $5.000 
MUltiples ..... , .. , ...................... .$1,000 
Accrued interest payable 

by investor ." ...... , ........... " .. NOlie 
Premiurn or discount ............ , .... " .. Determined at auction 

STRIPS lnformation: 
Hinimu'" \. ,.tt required .. , .... ,." ...... Determined at auction 
Corpus (,.lJ~lI lIumber ..................... 912920 CO 7 
Dlle date!s) and CUSIP number(al 

for additional TINT(e) ............... Apl'il 30,1999 
October 31, 1998 
April 30, 1999 
October 31. 1999 

The following rule. applY to all eecu~ltiea ~entloR.d above: 
Subei.sion of Blde: 

912933 
PR 5 
PS 1 
PT 1 
PU II 

accepted competitive bid 
Determined at auction 
April )0 and October 31 

$1,000 
$1,000 

None 
Determilled at auction 

Detel'milled at auct ion 
912820 CB 5 

April )0, 1998 
October 31, 1990 
April lO, 1999 
October Jl, 1999 
I'Ipri 1 10, 2000 

212833 
PR S 
PS 3 
PT 1 
PU 8 
PV 6 

Noncompetitive bids., ....... Accepted in full up to $5,000,000 at the highest accepted yield, 
Compct. i tive bIds ............ (1) MUlit be expressed as a yield with tllree decimals, e.9., 7 .12)\. 

Oct oLt· (' ) I, 2000 

Apdl 30, 2001 
Octobec JI, 2001 

April JO, 2002 
October J1, 2002 

(21 Net long position for each bidder must be reported when the Bum of the tolal bi" a lAO 1/11 l, 

at all yields, and tbe net long position ie $2 billion or greater. 

"axiq~ ReoogDlled Bid 

(3) Net long p08ition must be deterndned a8 of one half-hour prior to the closillg time for 
receipt of competitive tenders. .t. Btngl. Yi.ld ....... , )5' of public offer1ng 

",.'FWD ~wa~d ............... 35' ot public offering 
~ec.ipt of TeDder,. 

Nonco,lIpetltive tenders ... Prior to 12: 00 noon Bastarn Standard time 011 aucLiolt day 
c~,tltlve tender •... , .. Pr10r to 1:00 p.m. Sastern Standard time on auclion day 

2ll!!l.! 
fli I 

PX 
PY (. 
PZ '. 

OA 1 

'''VID.at 'et'1Nl ............... Full pa)'lllent with tender or by charge to a flJnde account at a Federal Reserve Balik on i Bsue date 
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CHARLES O. ROSSOTTI 
NOMINATION TO BE COMMISSIONER OF THE INTERNAL REVENUE SERVICE 

SENATE FINANCE COMMITTEE 

I am honored to be before this Committee as the nominee for Commissioner of Internal 
Revenue. As the year 1997 began, I could hardly have imagined that I would be the nominee for 
this office, since I am a businessman, not a tax specialist, and was not seeking public office. 

Knowing these facts and the difficulties currently facing the IRS, many people have asked 
me why I would accept this nomination. Indeed, I did not accept quickly. But, I do believe in 
public service and after some reflection I concluded that at the IRS I might have a special 
opportunity to improve the work of an agency that directly affects a great many people. So, I did 
accept and if the Senate confirms me I will do the job to the best of my ability. 

Although there has been much controversy about the IRS, one point is crystal clear: 
The IRS must do a far better job of serving taxpayers. At a minimum, we must not allow at any 
time the kind of unacceptable treatment described by the taxpayers at this Committee's hearings a 
few weeks ago. But, we should also aspire to a higher standard than the minimum. I believe the 
long-term goal should be to provide service to taxpayers that is consistently as good as they 
receive from leading companies in the private sector. 

The vast majority of taxpayers do their best to file returns and pay the taxes they owe. We 
owe these taxpayers consistently first-rate service. 

Further, my experience tells me that most employees willingly provide good service to 
people they deal with and get more satisfaction from their jobs when they do so. But, we must 
provide them the tools and support they need to provide good service. 

Achieving the goal of consistently first-rate service to taxpayers will require a major shift 
in focus at the IRS. It means moving from the way things were typically done in large private 
sector companies 15-20 years ago to the way the best companies do them today. The old way 



focused on internal operations: "How do we process forms or how do we collect money?" The 
new way focuses on the customer, in this case the taxpayer. It asks: "How do we best help each 
taxpayer meet his or her tax obligations?" 

Accomplishing this major shift in focus, while carrying out the IRS's essential enforcement 
duties, is a difficult job that will require comprehensive modernization of both the organization 
and technology at the IRS. Some of what it entails is described in the final report of the 
Restructuring Commission, which discusses changes in almost all dimensions of the IRS, from 
internal organization to the way returns are filed to compliance strategy. These kinds of 
fundamental changes take time and money in any large private or public organization, and impose 
risks along the way, but I believe they must be made. 

In addition, over the next three filing seasons, the IRS faces the special risk of 
simultaneously implementing the changes to its systems required by the Taxpayer Relief Act of 
1997 and the Century Date Change. This essential work will consume a great deal of 
management time and money during this period. 

In his statement to this Committee, Senator Grassley said that he had found proper 
oversight of the IRS to be a long-term commitment. I agree with Senator Grassley's statement 
and note that the modernization of the IRS so as to provide consistently first rate service to 
taxpayers will require a long-term commitment comprising the better part of a decade. 

The ever increasing complexity of the tax code also increases the management challenges 
at the IRS and imposes costs on the public. Over time, the Congress, the Treasury and the IRS 
ought to work together to find ways to reduce this complexity. In the meantime, however, we 
must do a better job of helping taxpayers cope with the tax code that exists. These efforts are 
complementary and can proceed at the same time. 

Recognizing the obstacles and risks we face, there are some important assets that we can 
build on. 

Secretary Rubin and Deputy Secretary Summers have made a strong commitment to 
improving management and service at the IRS and have already begun the modernization process. 

The excellent work of the Restructuring Commission, under the leadership of Senator 
Kerrey and Congressman Portman, has created a consensus on the direction in which the IRS 

must go. 

The renewed interest of the Congress in IRS management issues, as evidenced by the 
recent oversight hearings organized by Chairman Roth and Senator Moynihan, is an essential 

force for positive change. 

Working with the Treasury Department, the IRS itself has made progress over the last 



year. The recent actions taken by Acting Commissioner Dolan to improve treatment of taxpayers, 
the technology modernization blueprint, and the National Performance Review Recommendations 
are important steps. 

And, finally, I have received encouragement and support from the Senators on this 
Committee with whom I have recently met. 

Before concluding, let me share one strong personal belief I have formed based on my 28 
years of managing, and that is the tremendous power of open, honest communications in building 
a successful organization. In the company I have headed, which has grown from 5 people to 
7,500, open communications in which problems and mistakes are acknowledged when, inevitably, 
they occur, have been an essential reason for our ability to adapt and improve. I fully recognize 
the need to keep taxpayer information confidential, just as in my company we keep client 
information confidential. Nevertheless, if! become head of the IRS, I will do everything in my 
power to adopt a policy of open, honest communication within the IRS, with the Congress and 
with the public, since this is the only way I know how to manage. 

Thank you for your attention. I look forward to your questions. 
-30-
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REDESIGNED U.S. $50 BILL DEBUTS TODAY 
Redesigned note includes low-vision feature 

The Federal Reserve began issuing today, Monday, October 27, redesigned Series 1996 
$50 notes. The new notes, which will be widely available in banks and other depository 
institutions around the world in the coming days and weeks, incorporate new features to protect 
against counterfeiting and make U.S. currency more easily identifiable to people with low vision. 

The Series 1996 $50 note follows the introduction in March 1996 of the redesigned 
$100 note and is part of an ongoing program to maintain the security of the nation's currency. 
The redesigned $20 note will be introduced next year. The new series notes contain important 
features that provide significant security against counterfeiting, particularly the threat posed by 
repro graphic technologies such as scanners and color copiers. 

"Since its introduction, the new $100 bill has been extremely effective against 
counterfeiting and we expect the same from this new $50," said Treasury Secretary Robert E. 
Rubin. "We have seen in the first year of circulation alone significantly less counterfeiting of the 
new note compared to the older series. We are absolutely committed to ensuring our currency 
continues to be respected throughout the world as a store of value and means of exchange -- the 
symbol of security it has been for so long." 

Beginning with today's initial shipments to local depository institutions from the Federal 
Reserve System's 37 offices and branches, Fed banks will fulfill all future orders only with the 
new notes. New notes will replace the older series notes as they are returned to the Federal 
Reserve. Currency is shipped to foreign countries through commercial banks with Federal 
Reserve accounts. 

"We are most gratified with the successful introduction of the new $100 note and look 
forward to the same success with the $50," Federal Reserve Board Chairman Greenspan said. 
"Our currency is trusted and accepted by people throughout the world. Because of this special 
status, the protection of our currency from counterfeiting has long been a priority." 
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Chairman Greenspan and Secretary Rubin stressed that there will be no recall or 
devaluation of older series notes. 

The redesigned $50 note and subsequent denominations also will include a large dark 
numeral on a light background on the back of the note that will make it easier for the more 
than 3.7 million Americans with low vision to denominate the note. The feature will also be 
useful to the 10 million Americans with milder forms of visual impairment and other users of 
U.S. currency in low-light situations. In a January 1995 study solicited by the Treasury 
Department's Bureau of Engraving and Printing, the National Academy of Sciences 
recommended incorporation of the feature. 

"The large numeral on the back of the bill will not only help those with low vision to 
identify a note, it will help everyone who needs to pay for something in low light, such as in a 
dimly lit bus or taxi cab," Secretary Rubin said. 

In order to make room for the new features, the overall architecture of the note has 
been changed somewhat and the borders simplified. Microprinting and security threads, which 
first appeared in the 1991 series currency, have been effective deterrents and will appear in the 
new notes. The new and modified $50 note features include: 

• A large numeral "50" on the back of the note. 

• A larger portrait, moved off-center to create more space for a watermark. 

• The watermark to the right of the portrait depicting the same historical figure as the 
portrait. The watermark can be seen only when held up to the light. 

• A security thread to the right of the portrait that glows yellow when exposed to 
ultraviolet light in a dark environment. "USA 50" and a flag, which itself contains 
microprinting, are printed on the thread. (In the $100, the thread is to the left of the 
portrait, glows red, and is printed with the words "USA 100.") 

• Color-shifting ink in the numeral on the lower right-hand corner of the bill front that 
changes from green to black when viewed from different angles. 

• Microprinting in the border and in Ulysses Grant's shirt collar in the $50 note. (In the 
$100 note, microprinting is found in the numeral in the note's lower left-hand corner 
and on Benjamin Franklin's lapel.) 

• Concentric fine-line printing in the background of the portrait and on the back of the 
note. This type of printing is difficult to copy well. 

• Other features for machine authentication and processing of the currency. 

In addition to the low-vision feature on the note back, the $50 looks different in several 
other ways. The engraving of the Capitol has been enlarged to include more detail, and 
reflects an accurate contemporary view of the west front of the Capitol. The security thread 
images and characters are also printed in two different heights. 
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Over $400 billion in V.S. currency is in circulation, two-thirds of it overseas. The 
V.S. Information Agency and V.S. consular posts around the world will help educate foreign 
users of V. S. currency about the redesign program. 

Fact sheets on the new note, the history of V.S. currency and related agencies are 
available on Treasury's interactive fax at (202) 622-2040 (for an index, request document # 
1745) and on the Treasury's website: WWW.VSTREAS.GOV. 
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THE LOW-VISION FEATURE ON THE $50 BILL 

There are approximately 3.7 million! Americans with visual disabilities, and as many as 10 
million2 Americans with milder forms of visual impairment. The Series 1996 $50 bill contains 
an important new universal design feature that will make United States currency more 
accessible to all Americans, especially the aging population and the low-vision community. 

The $50 bill has been redesigned to improve its security against counterfeiting and shares the 
overall architecture of the Series 1996 $100 bill released in March 1996 -- an off-center 
portrait, watermark, security thread and fine-line concentric printing and microprinting. It 
also incorporates a large dark numeral "50" on a light background in the lower right hand 
corner of the back of the note that will make the note's denomination easier to identify. 

The Bureau of Engraving and Printing (BEP), which manufactures the nation's currency, 
contracted with the National Academy of Sciences for a study of currency features to assist the 
visually impaired. One of the January 1995 report's principal recommendations was to 
incorporate a larger dark-colored numeral on a light background to currency designs. A new 
design task force representing Treasury, the Bureau of Engraving and Printing, the U.S. 
Secret Service and the Federal Reserve agreed that a high-resolution feature would be useful to 
those with low vision, and could be easily incorporated into the new series design without 
compromising the improved security of the new notes. The task force concluded that other 
recommended changes, including variations in size and shape, holes and other tactile features, 
were not sufficiently durable to be practicable for U.S. currency at this time. Asked by BEP 
to assess the feature, the University of Minnesota's Laboratory for Low-Vision Research has 
concluded that the substantially larger size and higher contrast of the numeral, as well as the 
uniformity of background, will be of substantial functional benefit to people with low vision and 
to anyone in dim lighting or other poor-visibility conditions. The nearly uniform stroke width in 
the new feature is also easier to read. The numeral is 14 millimeters (a little over one half inch) 
in height, compared with 7.8 millimeters on older series notes. 

The Treasury Department and the numerous groups representing Americans with low vision 
who reviewed the feature believe it is an important step in making currency more accessible to 
everyone. The feature has been included in the Series 1996 $50 note design at no cost and 
will appear on subsequent redesigned notes in the series. The Bureau of Engraving and 
Printing continues to evaluate the NAS recommendations to determine whether other changes 
in currency design could make the note even more accessible, especially to blind people. 

! The precise number is subject to definition. This number is from the National Academy 
of Sciences. 

2 This estimate is from the University of Minnesota's Laboratory for Low-Vision Research. 
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FAST TRACK 
TREASURY SECRETARY ROBERT E. RUBIN 

It is a pleasure to join Secretary Albright today to say a few words about the 
importance of renewing the President.'s traditional trade negotiating authority, known as fast 
track. 

Three weeks ago, I was in Hong Kong for meetings of the G-7 group of the largest 
industrial nations, and for meetings of the World Bank and the International Monetary Fund. 
As we discussed the many economic issues facing the world community -- including such 
matters as the financial instability of Southeast Asia -- an underlying refrain was the 
remarkable economic performance of the United States. At similar meetings in the late 1980s 
and early 1990s, the other industrialized nations lined up to criticize the United States about 
the need to get its economic house in order. And, with our large budget deficits and the loss 
of competitiveness of our private sector in many industries, we were viewed by many as 
yesterday's economy. 

Today we are clearly once again the strongest major economy in the world. We are 
viewed as a country that has put its economic house in order and other countries look to the 
United States for leadership in the global economy. 

Unemployment has been below 6% for over 2 years and below 5 percent for 5 months, 
the economy has generated 13 million new jobs, inflation has remained low and real wages are 
nsmg. 

Many factors have contributed to this success -- including the private sector's 
restoration of competitiveness in a broad array of industries -- but the key and indispensable 
factor has been a sound economic strategy grounded in fiscal responsibility, investing in people 
and opening markets. 
RR-2011 
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Now though, as we look forward, what we must not do is let our strong economy of 
today mask the challenges we face to maintain this strength in the years and decades ahead. 
That is why we must maintain our fiscal discipline and work to equip all Americans with the 
tools they need to prosper in today's economy, through stronger education and training, and 
effective assistance to successfully reentering the workforce for those who suffer dislocation 
from the rapid changes of a dynamic economy. And we must also build on our trade record 
of opening markets abroad to continue to create better jobs and raise standards of living at 
home. 

We are now at a crossroads with respect to the strategy of opening markets around the 
globe. The question before Congress is whether to grant the President fast track so that we 
can continue to open markets, expand trade and raise standards of living here at home; or to 
refuse to grant the President such authority and watch as U.S. workers and businesses lose out 
in access to the opportunities in the global economy. Without fast track no nation will enter 
into a serious negotiation with the United States, because of concern that the agreement will be 
revamped during the Congressional process, and our economic interests will suffer. 

There is a vital point here about which we must be clear. Countries around the world 
are moving ahead to expand trade arrangements with each other. There is no question this is 
going to continue. The only question is whether we will be on the inside and benefiting, or on 
the outside looking in .. To cite one example, the Mercosur nations of Brazil, Argentina, 
Paraguay and Uruguay have created a preferential trade arrangement. U.S. exports to these 
countries in four of our most competitive industries -- road vehicles, metal goods, cosmetics, 
and electrical equipment -- fell by more than 10 percent in 1996, while our exports of these 
products to the rest of the world grew by almost 6 percent. U.S. fabric producers have lost 
sales in Chile to Canadian competitors benefitting from an 11 percen( tariff preference. It is 
also greatly in our interest to influence the shape of world trade agreements and we can't do 
that unless we join the negotiations that will form the global trading system. We must make 
sure that U.S. companies have a level playing field as markets of the future open their doors to 
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trade. The alten;tative is to be on the outside, and that will cost us dearly. 

Expanded trade allows us to sell more abroad in the areas where we are most effective 
and gain from greater competition and more choice at home, raising our living standards 
overall. A relatively conservative approach to determining the gains to the American people 
from expanded trade predicts that further trade liberalization helped by fast track could 
generate at least $200 billion more in total exports by the year 2010. Expanded trade would 
translate into a significant increase of between $800 and $1600 in income for the average 
family. 

Make no mistake: Fast track is about more than one trade agreement or set of trade 
agreements. It is about U.S. leadership in the growing global economy, promoting open 
markets and trade increases our exports, as well as overall prosperity around the world, 
creating new markets for our products while promoting greater international stability. In the 
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same vein, American support for growth and reform in developing countries -- through the 
less than 2 % of our federal budget that goes to support the World Bank, the IMF, bi-Iateral 
foreign aid, and the United Nations -- is greatly in our economic self interest, leaving aside 
any questions of morality and the like, as these developing countries have gone from being 
economically insignificant decades ago to being the recipients of over 40% of our exports 
today. In today's global economy, the economic well-being of the United States is integrally 
linked to the rest of the world and U. S. leadership on global trade and promoting growth in 
the developing world is necessary in .promoting global growth, and so, in increasing jobs and 
standards of living at home. 

At a time when our economy is doing so well and we benefit so much from the 
opportunities of the global economy, and when the reality is that our economic well-being will 
be increasingly and greatly affected by our trade relationships and the future health of the 
global economy, it is deeply troubling that there is so much instinct to retreat from the global 
economy, a retreat that can only hurt us economically. Anxiety and uncertainty with the pace 
of change is natural, but we must react, not by turning our backs on opportunity and reality, 
but by doing what we need to do at home and abroad to take advantage of these opportunities. 
To do this, to support U.S. leadership in the global economy, to support fast track, we must 
build an understanding among American business, workers and consumers of the stake we all 
have in opening-markets and promoting growth in the global economy. A critical job for all 
us -- the President, Secretary Albright. myself, and very importantly you in the business 
community -- is to convey this understanding to the American people; the benefits of 
integration with the global economy. costs of retreat from that global economy. 

There is no question that American companies today can compete. Our objective is to 
make sure that US companies have a level playing field around the world. With fast track we 
can create that level playing field and help sustain the economic progress that has occurred 
over the last five years. Thank you very much. 
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Expanding Trade Through Fast-Track Will Raise American Incomes 

United States Treasury 
Office of International Affairs 

New trade agreements negotiated under fast
track will expand trade by reducing tariffs and 
other barriers to trade. They will cut the taxes 
that foreign governments impose on U.S. 
products, making our products more 
attractive to foreign consumers and fueling 
continued growth in American exports. By 
allowing the United States to maintain the 
momentum generated by previous trade 
liberalizations, new fast-track agreements 
could contribute to an increase of at least $200 
billion in U.S. merchandise exports, relative to 
what they otherwise would be, in the year 
2010. F aster export growth is important. 
Studies show that jobs in export industries pay 
about 15% more on average than other jobs. 

Fast-Track Cuts Taxes on u.s. Products 

The benefits of fast-track agreements for the 
United States are clear. U.S. tariffs are 
already quite low--only about one-third of the 
average tariff rates applied by the major 
countries in Latin America and Asia with 
whom we are most likely to attempt to 
negotiate trade liberalizing agreements over 
the next decade. Fast-track agreements will 
cut barriers to U.S. exports to these countries 
far more than our barriers to their products. 

In 1996, foreign governments collected 
approximately $31 billion from tariffs on U.S. 
exports. Countries in Latin America, who 
imposed an estimated $6.2 billion tax on U.S. 
exports, and in APEC, whose Asian members 
imposed an estimated $13.4 billion tax, 
account for most of these tariffs. If an 
agreement had been in place to cut these 
foreign taxes on American products by even 
one-half taxes on US exports would have 

been reduced by nearly $10 billion in 1996. 

Effective Tariff Rates 1 

Thailand 26.1% 
China 23.0 
Philippines 19.0 
Peru 14.6 
Uruguay 14.6 
Venezuela 12.4 
Brazil 11.7 
Chile 11.0 
Colombia 10.9 
Indonesia 10.7 
Argentina 10.3 
Australia 8.9 
Korea 7.7 
New Zealand 6.8 
Malaysia 6.4 
Japan 2.8 
Singapore 1.3 
Hong Kong 0.0 

Weighted Ave. of Above 7.5 
United States 2.8 

Agreements negotiated under fast-track 
authority will reduce trade barriers in some of 
the most rapidly growing markets in the 
world; they will also allow the negotiated 
reduction of trade barriers in sectors where the 
United States has a comparative advantage. 

1 World Bank. Effective average 
applied tariff rates on total merchandise 
imports. For China, the arithmetic average 
of tariff rates. National rates are weighted 
by 1996 U.S. bilateral exports to compute 
the weighted average. 



The United States hopes to negotiate 
agreements on a global basis in the many 
areas of export interest, including agreements: 
in agriculture, a global market of $536 billion; 
in services, a market of $1.2 trillion; in 
government procurement, a market estimated 
to be worth $1 trillion in Asia alone in the 
next decade; in medical equipment; and in 
environmental technology. It also hopes to 
expand the scope of the successful 
information technology agreement. 

1996 U.S. Exports ($ billion) 

Services 237 
Agriculture 61 
Chemicals 71 
Wood and Paper 26 
Medical Equipment 11 

Focusing on the gains from reducing average 
tariffs understates the gains from fast-track 
agreements in many ways. Average effective 
tariff rates often mask higher tariffs in 
products where the United States is extremely 
competitive. For example, many Asian APEC 
countries impose tariffs on transportation 
equipment and electrical machinery that are 
nearly twice as high as their average tariffs. 
Many countries -- particularly countries in 
Latin America and Southeast Asia -- have the 
right to impose higher tariffs on U.S. goods 
than they currently proposing.2 Fast-track 
agreements are needed to lower these tariffs. 

2 For example, Brazil, which 
currently imposes an average tariff of only 
11.7%, could increase its tariffs to an 
average rate of 31 % without violating any 
WTO rules. Similarly, Indonesia could 
increase its tariffs to produce an average 
tariff of 38.4% even though its current 
average tariff is 10.7%. 

2 

Plus, tariffs are not the only, or in many cases, 
the most important, barriers to trade. While 
non-tariff barriers (NTBs) are difficult to 
quantify, fast-track agreements clearly provide 
one of the most effective ways to address 
NTBs as well as to reduce barriers to trade in 
services and to improve the protection of 
intellectual property rights. 

Lower Barriers Mean More Trade 

During the post-World-War-II period, trade 
has expanded rapidly--more rapidly, in fact, 
than overall economic activity. This expansion 
is not just a product of lower transportation 
costs and technological innovation. Trade as 
a share of economic activity actually fell when 
trade barriers rose sharply after World War 1. 
Trade as a share of economic activity only 
recently returned to the levels experienced 
100 years ago because of the reduction of 
trade barriers after World War II. 

During the past 10 years global trade has 
grown at an average rate of 10% per year -
faster than global GDP, which has grown by 
7% per year. The Uruguay Round agreement, 
the most recent set of tariff reductions 
negotiated under fast-track authority, has 
contributed substantially to the recent growth 
of trade. In addition to creating new GATT 
limits on barriers to trade in agricultural 
products and to trade in services, the Uruguay 
Round reduced average tariffs by almost one
third. Treasury baseline forecasts assume that 
U.S. trade will continue to grow by 9% per 
year--its average over the past 10 years -
between 1996 and 2000 because of the 
ongoing benefits from the Uruguay Round. 

Fast-Track Needed to Sustain Momentum 

Without continued U.S. leadership and fast
track agreements to assure that the U.S. 



captures a growing share of key export 
markets, U.S. trade will not be able to grow as 
rapidly. Since the content of future fast-track 
agreements is not currently known, the precise 
magnitude of the increase in trade likely to 
stem from future trade-liberalization 
agreements remains uncertain. 3 

Treasury analysis indicates that each one 
percentage point increase in the annual rate 
of growth in Us. trade between 2000 and 
2010 translates into an additional $200 
billion in Us. exports in the year 2010. If 
further trade liberalization aided by fast-track 
agreements increased the annual rate of 
growth in Us. trade between 2000 and 2010 
by two percentage points -- not an unrealistic 
assumption given the estimated gains from the 
Uruguay Round -- this would increase total 
Us. merchandise exports by more than $400 
billion in 2010, or roughly 2.4% of estimated 
Us. GDP in 2010. 

More Trade Means Higher Incomes 

Increased trade raises American incomes in 
many ways. Trade allows America to 
concentrate on producing the goods and 
services that we produce best. This increases 
the income of U.S. workers: studies show that 
jobs in export industries pay around 15% 
more than jobs in the rest of the economy.4 

3 The deadline for free trade in the 
proposed Free Trade Agreement of the 
Americas is 2005; for APEC industrial 
countries, 2010; and for APEC developing 
countries, 2020. 2010 was selected as an 
intermediate date. 

4 David J. Richardson and Karin 
Rindahl (1996), Why Exports Matter: 
More! Institute for International Economics 
and Manufacturing Institute; Lester Davis 
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Trade provides workers with better jobs and 
lets consumers benefit from greater 
competition, lower prices, and a wider 
selection of products. 

It is very difficult to quantify all of the 
beneficial impacts of expanded trade on U.S. 
income. However, a substantial body of 
statistical evidence does demonstrate that 
countries that trade more are better off than 
countries that trade less. The results of a 
recent study that takes into account other 
factors and influences in order to better isolate 
the impact of trade on income suggests that 
the extra trade associated with fast-track trade 
agreements will raise the average incomes of 
Americans substantially by the year 2010. 5 

In terms of 1997 purchasing power, each 
additional percentage point increase in the 
rate of growth in Us. merchandise trade is 
estimated to generate between $800 and 
$1600 in extra income for a typical American 
family of four in 2010. A two percentage 
point increase in the rate of growth of us. 
trade from fast-track agreements would 
increase the income of a typical family of four 
by between $1600 and $3200 in 2010. 

These calculations understate the likely gains 

(1996), U.S. Jobs Supported by Growth in 
Services Exports, 1983-94, Department of 
Commerce. 

5 Jeffrey Frankel and David Romer, 
NBER Working Paper No. 5476; Jeffrey 
Frankel, David Romer and Teresa Cyrus, 
NBER Working Paper No. 5732. Frankel 
and Romer examined a cross section of a 
100 countries and found that trade, along 
with investment in human and physical 
capital, is a key determinant of a country's 
growth rate. 



from fast-track agreements. They only look at 
the benefits of liberalizing merchandise trade 
and thus do not incorporate the benefits 
associated with fast-track agreements that will 
lower the barriers, particularly the non-tariff 
barriers, to trade in services. Plus, many 
countries still have the right to impose higher 
tariffs than they currently impose, so 
continued rapid trade growth in the absence of 
future trade agreements should not be taken 
for granted. 

The Cost of Inaction 

Many countries of the world, including many 
of the most dynamic emerging markets, are 
moving to expand trade in preferential 
agreements that do not currently include the 
United States. Canada already has reached an 
agreement with Chile -- an agreement which 
is causing U.S. firms, like the Quaker Fabric 
Company of Massachusetts, to lose business 
to Canadian competitors simply because U.s. 
products face a 11 % tariff in Chile and 
Canadian products do not. The European 
Union is exploring a preferential deal with 
Mercosur, a customs union that includes both 
Argentina and Brazil, that would give 
European products an edge over American 
products in the two largest markets in South 
America. 

American leadership is needed to assure that 
the United States continues to exercise a 
dominant voice in the development of the 
global trading system. If we choose to sit on 
the sidelines, other countries will proceed 
without us, both undermining the world 
trading system that the U.S. has worked hard 
to create during the past 40 years and hurting 
U.S. exporters. 

4 



october 22, 1997 

William E. Simon 
P. o. Box 1913 
310 South Street 

Morristown, New Jersey 07962-1913 
(201) 898-0290 

The Honorable Bill Clinton 
The White House 
Washington, D.C. 20500 

Dear Mr. President: 

As former Secretaries of the Treasury, we strongly support 
the renewal of Fast Track negotiating authority. This 
authori ty has been available to every President for more 
than two decades and is essential for United States economic 
leadership in the global economy. 

Having trade negotiating authority is essential to our 
economic and our national security. Promoting open markets 
and trade not only creates new markets for U. S. products, 
but increases prosperity around the world and encourages 
greater international stability. The economic well-being of 
the United States is integrally linked to the rest of the 
world and U. S. leadership on global trade is necessary in 
promoting global growth. 

Fast Track authority will enable us to negotiate further 
trade agreements to open foreign markets to U.S. goods and 
services. Already, countries around the world are moving 
ahead to expand trade with each other. There is no question 
this is going to continue. The only question is whether we 
will be part of the process of and benefit from integration, 
or be on the outside looking in. 

There is no question that American companies today can 
compete. Our objective is to make sure that U.S. companies 
have a level playing field around the world. 

Fast Track is about more than one trade agreement or set of 
trade agreements, however. It is about U. S. leadership in 
the growing global economy and is an integral part of the 
strategy tht has put our economy on the right track. 
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By failing to renew Fast Track authority, we run the risk of 
losing our abili ty to shape the future landscape of the 
global community and compete in the global economy. 

Yours faithfully, 

~A,. 
William E. Simon 

All the other living former Secretaries of the Treasury have 
endorsed this letter: 

James A. Baker, III 
Lloyd Bentsen 
W. Michael Blumenthal 
Nicholas F. Brady 
c. Douglas Dillon 
Henry H. Fowler 
G. William Miller 
Donald T. Regan 
George P. Shultz 
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the growing global economy and is an integral part of the 
strategy tht has put our economy on the right track. 
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By failing to renew Fast Track authority, we run the risk of 
losing our ability to shape the future landscape of the 
global community and compete in the global economy. 

Yours faithfully, 

£~. 
William E. Simon 

All the other living former Secretaries of the Treasury have 
endorsed this letter: 

James A. Baker, III 
Lloyd Bentsen 
W. Michael Blumenthal 
Nicholas F. Brady 
c. Douglas Dillon 
Henry H. Fowler 
G. William Miller 
Donald T. Regan 
George P. Shultz 
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Who: 

When and 
Where: 

Note to 

United States Treasurer to Issue Newly Redesigned $50 Bill 
with Low-Vision feature on Monday, October 27, 1997 

United States Treasurer in NYC for "First" Transaction 
. and Ceremonies with Ulysses S. Grant Descendant 

u.s. Treasurer Will Sign New Yorkers' Bills 
(on 50th Street, of course) 

The newly redesigned $50 bill, which is the first note ever to include a low-vision feature- a 
large dark numeral on a light background on the back of the note- will be issued on Monday, 
October 27. On that day, the United States Treasurer Mary Ellen Withrow will travel to New 
York to make the "first" transaction with the new bill- tickets to the Christmas Spectacular at 
Radio City Music Hall, to be distributed by The Lighthouse Inc. for visually-impaired children. 

Following the purchase, Mrs. Withrow will cross the street to Americas Plaza for a presentation 
of the tickets to The Lighthouse Inc. She will also present a specimen of the new $50 bill to the 
National Park Service that refurbished Grant's Tomb and to Ulysses S. Grant Dietz, the great, 
great grandson of Ulysses S. Grant, the nation's 18th President who is featured on the $50. Mrs. 
Withrow, whose signature is on all U.S. currency printed since 1994, will then sign U.S. bills of 
any denomination for one hour. New $50 notes can be purchased on-site. 

o Mary Ellen Withrow, Treasurer of the United States. 
o William Stone, First Vice President, Federal Reserve Bank of Philadelphia 
o Ulysses S. Grant Dietz, direct descendant of Ulysses S. Grant 
o Dr. Barbara Silverstone, President and CEO, The Lighthouse Inc. 

Monday. October 27.1997 

11 :00 a.m.: 

11 :30 a.m.: 

12 Noon-
1:00 p.m.: 

U.s. Treasurer Mary Ellen Withrow makes the "first" transaction with the new 
$50 bill (Radio City box office, NE comer of 50th Street & Sixth Ave.) 

Brief remarks and presentation of tickets and specimen bill 
(Americas Plaza, NW comer of 50th Street and Sixth Ave.) 

Mrs. Withrow to sign currency 
(Americas Plaza) 

TV Editors: Broadcast quality B-roll of the new $50 rolling off presses is available. 

Contact: Suzie Pileggi (212) 614-4529, Marc Greene (212) 614-4032 
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COUNCIL FOR FOREIGN RELATIONS 
TREASURY SECRETARY ROBERT E. RUBIN 

What I would like to do is use our time together this morning to discuss the importance of 
prosperity and growth in Asia to our own economic well-being and to discuss the challenges and 
opportunities in our relationship with China -- subjects that are on a great many minds because of 
the recent financial instability in Southeast Asia and China's President Jiang Zemin's landmark 
visit to the United States. 

The starting point, it seems to me, for this discussion is that today the United States has a 
profound interest in economic well-being and financial stability in Asia. Developing countries in 
Asia accounted for about one fifth of U.S. exports last year, and we now export more to Asia 
than to Europe. We live in a period of enormous change and transformation in Asia -- as all of 
you well know -- which offer tremendous opportunities and some risks. 

The ongoing financial instability in Southeast Asia underscores the increasing 
interdependence of the world's economies. Twenty-five years ago, I would wager few outside 
Thailand could name Thailand's currency or would notice if the baht depreciated by 45 percent. 
Now, the problems in one developing economy can affect its neighbors and potentially -- though 
certainly not necessarily -- at least some developing or transitioning countries elsewhere and all 
of that can affect exports and trade in the developed nations, including our own. 

Having said this, clearly one of the major reasons for Asia's success has been the 
development of global financial markets. Twenty five years ago. few investors thought of 
investing in developing countries such as those in Asia. Now, $250 billion in private sector 
capital flow each year to developing countries around the world. financing investment and 
growth. The global markets have brought tremendous benefits to developing countries and their 
citizens. On the other hand, as events in Southeast Asia clearly illustrate, there are risks involved 
in this globalization of financial markets. For this reason. a high priority for the Clinton 
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Administration has been to work with other countries to better equip the World Bank and IMF to 
prevent crises from occurring and to address them if they do occur, a process we intensified 
about three ye-ars ago at the Halifax G-7 summit. 

All these improvements, notwithstanding, however, one thing is clear as we review the 
financial instability in Southeast Asia: the path to recovery, as always in such situations, 
ultimately depends on each affected country implementing a sound reform regime encompassing 
sound macroeconomic policies, structural reform, financial sector reform, and open markets, 
though certainly the specifics will depend on the circumstances of the country. In Southeast Asia 
this is in effect, in pusuit of the strategies that have been so central to Southeast Asia's success, 
in the first place. When sound policies are pursued, confidence -- and capital -- return. 

Another lesson from the financial crises that have occurred over the last several years -
not just in Asia -- is that when there are financial crisis they are either precipitated or exacerbated 
by problems in the banking system. Establishing a strong framework of policies and regulatory 
institutions to underpin the financial sector -- as well as improving management and expertise 
inside financial institutions -- is key to maintaining stability but is a challenge not easily met in 
developing countries, even with World Bank and other technical assistance. It is also extremely 
useful to open financial sectors to foreign institutions, who then bring in capital and expertise. 

These are not easy issues for any nation to address. In addressing them, there is a very 
important role for the IMF, World Bank, and the international community, but that international 
action must not be seen as insulating countries from the consequences of bad policy decisions, 
else a serious moral hazard problem could develop. In fact, countries like Mexico that have 
experienced these crises have paid a heavy economic price even as they have recovered with the 
aid of good policy and international financial support, so I do not believe, as to countries, a moral 
hazard problem is developing. With regard to investor moral hazard, investors should be subject 
to the discipline of risk. 

Let me add one more note on Southeast Asia, by saying that these countries have great 
long term strengths, such as a strong work ethic, high savings rate, and heavy emphasis on 
education, which provide a solid base 

Let me turn now to China, a nation that is critical to Asian prosperity and stability. The 
relationship between the United States and China. the largest industrialized nation and the largest 
developing nation on earth, is now and will ever more be critically important for the United 
States, China, Asia and the global economy. 

A month ago, I visited China, just after the historic 15th Party Congress. I met with 
President Jiang, as well as Vice Premier Zhu Rongji and Finance Minister Liu In my meetings 
with the Chinese leadership, they expressed great committment to economic reform, and 
recognition of the challenges that lie ahead. 

China faces many difficult issues in building a successful, modern economy such as 
raising agricultural productivity, satisfying energy needs. spreading the benetits of economic 



growth from the coast to the interior of the country, and working to make sure that economic 
growth does n.ot come at the expense of the environment. But let me just focus on two 
overarching economic challenges that China faces: market reform and integrating into the global 
economy. 

First, with regard to continuing on the path of market reform, the next major step will be 
the privatization -- or diversification of ownership -- of state-owned enterprises, announced at the 
15th Party Congress. This will be an enormous undertaking -- as of 1995, China had three 
hundred thousand state owned enterprises employing about 80 million people. This will clearly 
result in significant adjustments, and President Jiang said in our meeting that it is essential that 
there be training and assistance to help dislocated people get back in to the economy as quickly 
as possible. I mentioned to him that this is an issue that we also have to deal with, as dynamic 
change in our economy, though to the benefit of most, creates dislocations for some. 
Restructuring these state owned enterprises is a great challenge for China, but it is absolutely 
essential to building a modern and competitive economy. 

Also crucial to China building a modern economy will be a strong and effective financial 
sector, which is key to every successful economy. State owned enterprises are enormous debtors 
to the Chinese banking system and unwinding those relationships, including loans that have been 
made, will be a major challenge. There will undoubtedly be many other difficult challenges in 
building a strong financial system -- we know that all too well from our own history. But again, 
the strength of the financial sector is key to a well-functioning economy and meeting the 
challenge of building such a system would be greatly enhanced by allowing competition, 
including foreign competition, that would bring in outside capital and expertise. 

Let me briefly mention three other critical ingredients for market reform in China. First, 
allowing the free flow of information is indispensable to the well-being of financial markets and 
an economy as a whole. In this regard, I think it is very constructive that final agreement has 
been reached with Shinwa, the Chinese press agency, that is intended to ensure that Shinwa's 
regulation will not interfere with the ability of these firms to meet the needs of their Chinese 
customers. The second ingredient is predictability for the investment, and the conduct of 
economic activity, which requires the rule oflaw and transparency. Third is combating 
corruption, which, has a corrosive effect on economic grO\vth. The Chinese leadership 
recognized this imperative by highlighting it at the 15th Party Congress, and there have been 
recent arrests and convictions of high-profile individuals for corruption. 

Another major challenge China faces in its economy is continuing to move forward on 
integration into the global economy. China's exports have soared, rising about fifteen-fold 
between 1978 and 1996. China's imports have risen sharply too. both in dollar amounts and as a 
share of China's rapidly-growing economy; and China is now the 'world's second largest 
recipient of foreign direct investment, after the U ni ted States. 

But much remains to be done to integrate China into the global economy, and the next 
step is for China to join the World Trade Organization, a step we strongly support. China has 
taken steps to open its markets but serious impediments to trade and investment remain. Chinese 



entry into the WTO must be on commercially-viable terms, which means it must be based on a 
firm commitment to meaningful market opening -- for manufacturing, agricultural products, and 
services. 

China's lack of trade openness -- is increasingly discussed in this country because it is 
directly related to an issue that troubles many with respect to our relations with China, our 
bilateral trade deficit, which in recent years has risen at a rapid rate. What has happened is that 
to some extent our trade deficit with China has increased because companies from other Asian 
economies are shifting their low wage production to China. and as a result we experienced a 
corresponding improvement in our trade balance with those other countries. 

Another factor contributing to our trade imbalance with China is its exchange rate policy 
and its accumulation of reserves, even though trade impacts may not be the purpose of this 
policy. China's current account surplus, along with huge capital inflows, has created an immense 
accumulation of reserves -- $130 billion, the second-highest level in the world. While 
comfortable levels ofreserves are essential for every economy, especially in the context of recent 
financial turbulence, the levels China has reached raise questions as to whether continued 
reserves growth represents an efficient use of China's savings. a matter I discussed with China's 
leadership when I was in Beijing. China can earn higher returns by investing in real capital than 
by money market investments. Such a move would not only bolster Chinese development, it 
would help increase Chinese imports, helping to moderate China's external imbalances. 

Before I conclude on this, let me make one final. important point: the United States and 
China are deepening ties and making progress toward a stable. mature relationship, but we do 
have significant differences, particularly with respect to human rights. No nation can claim 
perfection on these matters, but throughout our history we' ve been a strong advocate of human 
rights throughout the globe. Respect for human rights is part of our identity as a people and we 
believe these rights are universal. This issue will continue to be an important part of our dialogue 
with countries around the world, including China, and President Clinton will certainly raise this 
issue with President Jiang this week. I might add that respect for human rights leads to more 
open debate, more vigorous exchange of ideas -- and therefore also promotes economic 
development. 

In conclusion, our two countries will best make progress in our relationship -- including 
on the issues where we disagree -- by understanding each other and by engaging in continuing 
dialogue. We need to increase that greatly on the government to government level, but we also 
need to build increased understanding by the Chinese and American people about each other's 
countries, and among the American people about the importance or a strong relationship with 
China. The Council on Foreign Relations can play an ever more important role in the U.S.-China 
relationship in the year to come by heightening its forum on building increased understanding in 

all these respects. 

And in my view, this is only part -- though a very important part -- of an urgent need to 
more broadly increase American public understanding of the opportunities and issues of the 
global economy and the the importance of U.S. leadership in the global economy. I am deeply 



concerned that the public support for forward looking international economic policy, such as fast 
track or may be moving backwards at a time when this country's economic, national security and 
geopolitical interests require just the opposite. There needs to be a redoubled effort by all of us, 
especially an organization so critically involved in our nation's foreign policy as your council -
if our nation is going to be well positioned to deal with the opportunities and challenges of the 
next century. Thank you very much. 
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Mr. Chairman, on behalf of the Treasury Department and all of the 
agencies of the federal government who are working together to 
create an international trade data system I want to thank you and 
the members of the Subcommittee for giving us the opportunity to 
appear here today. 

The Environment 

Let me begin by describing to you the environment in which we are 
working. The united States is the world's largest exporter and 
importer. The u.s. economy depends heavily on world markets to 
support a higher rate of growth. In 1995, exports increased by 
more than 14 percent over the previous year, increased by another 
6 percent in 1996 over 1995, and are up more. than 11 percent 
already this year over 1996. Export accounted and have accounted 
for one-third] of overall u.s. economic growth over the period 1992 
to 1996. About one of every ten u.S. jobs, and one of every five 
manufacturing jobs, is supported by exports. 

The U. S. economy is also heavily dependent on imports. The 
competitiveness of u.s. manufacturers and the quality of life for 
u.S. consumers depend on having access to materials and goods from 
around the world. Indicative of this, the value of imports into 
the united states has increased by 118 percent over the decade 
ending in 1996 and by 64 percent over just the period 1992 through 
1996. 

Because international trade is so important to the u.s. economy, 
the cost of government procedural requirements affecting 
international trade, and specifically information reporting 
requirements imposed on import and export transactions, is a 
burden on the performance of the economy as a whole. 

This burden is not imposed as a matter of conscious policy. 
Rather, as laws have been enacted to implement trade agreements; 
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prevent unfair trade practices; protect the environment, consumers 
animal and ,plant health, and endangered species; ensure highway; 
rail, and a1r safety; better regulate immigration; impose economic 
sanctions on hostile regimes; and prevent export of sensitive 
technologies to inappropriate destinations, new requirements for 
reporting have been superimposed one on top of another, despite 
efforts to limit the cumulative burden. 

Although there are no reliable cost figures for the united states 
alone, the United Nations Council on Trade and Development 
estimates that worldwide the cost of documentation requirements for 
international trade accounts for 4 to 6 percent of the cost of 
goods traded. In other words, the cost of preparing documentation 
is equivalent to a tax of 4 to 6 percent on the value of goods. 

Today, separate reporting and data systems are maintained by 
federal agencies involved in all aspects of the international trade 
process, including regulation of goods, transportation, and 
immigration. Exporters and importers deal with numerous paper and 
electronic systems, and are confronted wi th duplicati ve,
incompatible, and non-uniform data reporting and record keeping 
requirements. 

In addition, those who need access to international trade data, 
including those who make trade policy for the U.s. Government, must 
often research several potentially incompatible sources because the 
systems do not use standard data or technology. The current state 
of trade data reporting and processing acts as a barrier to 
efficient and effective trade and transportation flows, adds to the 
costs for business and government of conducting international 
trade, and makes analysis of the data difficult or even impossible. 

The Mandate for ITDS 

In September of 1995, in connection with a report of the National 
Re-invention Project, Vice President Gore directed federal agencies 
to work together to create an integrated International Trade Data 
System (ITDS). ITDS will be a coordinated, government-wide system 
for the collection, use, and dissemination of information related 
to commerce across our national borders. The International Trade 
Data System (ITDS) will include information about cargoes, the 
conveyances in which they are transported, and where applicable, 
the personnel involved in the transportation of goods (to support 
enforcement of immigration laws). The system will also be designed 
to accommodate the eventual inclusion of data on certain aspects of 
non-goods trade, specifically, trade in services. 

Goals and Objectives 

The goal of the ITDS is to implement a government-wide integrated 
system that meets the data needs of all users, reduces the 
reporting burden on the public through elimination of duplicative 
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collection, and enables data providers and users to transmit and 
obtain all data electronically. The following steps will be taken 
to achieve this goal: 

• Standardization of data element names, definitions, and 
formats; 

• Provision for electronic entry of transaction data in 
advance to a single reporting site; 

• Adoption of a policy to rely to the extent possible on 
commercial data, rather than government-mandated data; 

• Adoption of uniform reporting requirements for exports and 
imports in the U.S.; 

• Provision for integrated government-wide system for data 
sharing among authorized agency users; 

• Provision for timely access to statistics derived from 
transaction-level data; and 

• Creation of a plain English information source for current, 
clearly defined, international trade requirements. 

Once developed, ITDS will: 

• Provide more accurate and complete trade statistics and 
data; 

• Standardize data collection to allow for direct 
comparison of U.S. imports and U.S. exports for balance of 
trade purposes; 

• Reduce of government and trade community processing 
time and costs; 

• Provide knowledge to improve informed compliance with trade 
statutes; 

• Eliminate duplication and unnecessary reporting; 

• Enhance fraud detection capabilities; 

• Improve financial controls; 

• Provide more immediate access to trade data; and 

• Establish a basis for re-engineering processes of 
government agencies and the processes by which the 
international trade operates. 
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ITDS Is a True Inter-Aqency Effort 

As directed by the Vice President's Memorandum and. charter, an 
inter-agency Board of Directors comprising senior officials of 
agencies with substantial interests in collection and use of 
international trade data was formed to oversee development of the 
ITDS. Agencies on the Board include Treasury, the Food and Drug 
Administration, the Department of Agriculture, the Department of 
Transportation, the Immigration and Naturalization Service, the 
U.S. International Trade Commission, the Bureau of the Census, the 
U. S . Trade Representati ve, and the U. S. Customs Service. Ex 
officio members include a representative of the National 
Performance Review team, the Office of Management and Budget, the 
Government Information Technology Services Board , and the Federal 
Trade Commission. 

Responsibilities of the Board include oversight of project design, 
review of current and future resource needs (including an 
assessment of the cost-effectiveness of various design options), 
and review of existing statutes and regulations respecting 
collection of international trade data to assure that changes 
needed to implement an ITDS are identified. 

The Board members recognize their responsibility to represent not 
only the interests of the agencies for which they work but also the 
large number of other agencies not represented directly on the 
Board, other branches of the government~ and private sector 
interests, all of which either supply or use international trade 
data. Ex-Officio members on the Board represent the Government 
Information Technology Services (GITS) Board and the Office of 
Management and Budget (OMB). 

The Board has established an ITDS Project Office to carry out the 
day-to-day work of developing the ITDS. The Project Office 
currently has sixteen full-time employees, including one detailed 
from the u.s. Treasury's Departmental Offices, seven detailed from 
the U.S. Customs Service, and one detailed from the Food and Drug 
Administration. occasional assistance from staff of other agencies 
is provided as needed. 

structure of the ITDS 

Initially, it was envisioned that there would be three principal 
tasks to construction of an ITDS: (1) creation of a standard set of 
·data to satisfy the needs of all users without redundancy, 
(2) design of a single point of collection from which data would be 
distributed to all. agencies requiring them, (3) and design of a 
single point for accessing all data collected by the system, 
regardless of where they are stored. 

However, as the project developed, participants have taken 
advantage of opportunities created by the project to address other 
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objectives. For example, a module for data on trade in services 
will be included in the ITDS, certain processes for clearing trucks 
and trains entering the u.s. will be re-engineered to take 
advantage of technology being deployed by the Department of 
Transportation, and data definitions will be developed with an eye 
toward the possibility of future harmonization of u.s. trade data 
with data collected by our major trading partners. 

The ITDS will not take over the data analysis functions of 
agencies; it will simply serve as a conduit for getting data to 
those agencies and enabling users to obtain data and data analyses 
through a single point of access. The system will be developed 
using open systems architectures, to encourage innovation by 
private sector systems developers and to assure competition in the 
development of systems for interfacing with the ITDS. 

Standardization of Produot Codes 

Several agencies have developed unique coding and nomenclature 
systems for products subject to their regulatory authority. In 
April 1997 a working group was formed to undertake an evaluation of 
product codes in use at several agencies in order to develop a 
single standard for inclusion in the data set. Agencies involved 
are the Food and Drug Administration, the Department of 
Agriculture, the Bureau of the Census, the Fish and wildlife 
service, the Consumer Product Safety Commission, the National 
Marine Fisheries Service, the customs Service, the Bureau of 
Alcohol, Tobacco, and Firearms, and the Environmental Protection 
Agency. 

Identifioation of Legal changes Needed to Implement the ITDS 

Agencies currently collect duplicative data under statutory and 
regulatory authorities that are also duplicative. Once agreement 
is reached on a standard set of data that meets the needs of all 
agencies it will be possible to identify legal authorities for data 
collection that may be revoked, and also to identify legal 
restrictions on sharing data among agencies that have a genuine 
need for them. Issues of burden, enforcement, privacy, and security 
may compete with each other and work against data sharing, 
requiring balancing at the highest policy levels. 

A compilation of legal authorities by agency has been prepared as 
a starting point for this effort. 

Establishment of A Benefit-cost Baseline 

In order to assure the cost-effectiveness of an ITDS, there is need 
for an accounting of the forms that agencies are currently using to 
collect international trade data from the public, along with each 
form's associated frequency of use and collection burden. In order 
to develop a preliminary estimate of effect on public reporting 
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burden, the Project Office analyzed 25 forms identified in Phase I 
of the data element study. These forms account for a current total 
public collection burden of 7,482,306 hours per year. A preliminary 
analysis of the redundant collection that can be eliminated 
consolidating these forms into a single entry system identified a 
savings of 1,973,329 hours per year of paperwork burden. In order 
to develop a full estimate of reduction in public reporting burden 
that could result from an ITDS, the Project Office, in cooperation 
with the Office of Managemetn and Budget, will gather and analyze 
data on file in OMB' s Docket Library about the forms currently 
approved for collection of international trade data. 

The North American Trade Automation Prototype (NATAP) 

The first prototype developed to test ITDS concepts is the North 
American Trade Automation Prototype, or NATAP. The NATAP is an 
international project developed trilaterally by Canada, Mexico, and 
the united States. The key features of NATAP are: 

- use of an international electronic message standard 
(UN/EDIFACT), 

- use of standard commercial data, 

- use of standardized data for processing both imports and 
exports, 

- use of this standard data to meet the needs of multiple 
federal and local agencies, 

- use of the Internet for sending data, and 

- use of encryption to secure the data. 

These concepts relate to key goals established by the ITDS. 

In recognition of the fact that arrival of a truck at the border 
requires clearance of not only the cargo but also the driver (for 
immigration purposes) and the truck (for highway safety and other 
purposes), the NATAP integrates the processing of goods, 
transportation, and crew members into a comprehensive, totally 
electronic process. To the extent possible, NATAP uses the data 
normally used in international commercial trade transactions as the 
basis for government processing instead of the data elements 
conventionally required. Additional government-devised data are 
added to these commercial data only when necessary to meet mandated 
government information requirements. 

The u.S. is using the NATAP to compare the feasibility of using 
commercial data with use of data received by Federal agencies under 
current procedures, as well as to test the capabilities of a 
central data collection system for border clearance. Under NATAP, 
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commercial data are received and processed through U. S. border 
agency risk assessment systems prior to the actual arrival of a 
vehicle. When a vehicle arrives at a border entry point, Automated 
Vehicle Identification (AVI) devices, developed by the Department 
of Transportation for its Commercial Vehicle Intelligent Systems 
Network, provide electronic notification of arrival of the vehicle. 
Because the data query under the NATAP is made automatically, and 
because the receipt of a "hit" from government automated risk 
assessment systems cannot be overridden by any inspector, 
opportunities for corruption within the border clearance process 
are significantly reduced. 

The NATAP began operation for evaluation purposes on April 1, 1997. 
Prototype operations will run through the end of the year. During 
this time, evaluation information will be gathered by the three 
governments in close cooperation with each other. Evaluation 
studies will be released by the individual governments as well as 
a trilateral evaluation. 

As part of the ITDS initiative, the Board of Directors will review 
the results of the NATAP operation to identify successful 
applications of these concepts for possible inclusion in ITDS. 
Although the ITDS does not currently involve any multi-lateral 
efforts at data standardization, the NATAP does provide an 
opportunity to assess the benefits - to policy makers, trade 
negotiators, analysts, and enforcement agencies - of having trade 
data that are standardized with those of key trading partners. 

Allow me again to thank you and your colleagues, Mr. Chairman, for 
your interest in the International Trade Data System Project, and 
for giving us an opportunity to appear here today. I shall be 
happy to answer any questions you may have and to provide any 
written material you may want. 

Thank you. 

-30-
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TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
october 27, 1997 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 13-WEEK BILLS 

Term: 
Issue Date: 
Maturity Date: 
CO'SIP Number: 

91-Day Bill 
October 30, 1997 
January 29, 1998 
912i946C3 

RANGE OF ACCEPTED COMPETITIVE BIDS: 

Discount Investment 
Rate Rate 1/ Price 

------ ---------- ------
Low 4.95 % 5.08 % 98.749 
High 4.97 % 5.10 %- 98.744 
Average 4.97 % 5.10 %" 98.744 

Tenders at the high discount rate were allotted 89%. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Federal Reserve 
Foreign Official Inst. 

Refunded Maturing 
Additional .~ounts 

TOTAL 

1/ Equivalent coupon-issue yield. 

RR-2017 

$ 

$ 

Tendered 

34,732,053 
1,294,033 

36,026,086 

3,047,815 

496,400 
o 

39,570,301 

http://www.pnbUcdebltreas.gov 

$ 

$ 

Accepted 

5,737,235 
1,294,033 

'7,031,268 

3,047,815 

496,400 
o 

10,575,483 
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TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
October 27, 1997 

CONTACT~ Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 26-WEEK BILLS 

Term: 
Issue Date: 
Maturity Date: 
CUSIP Number: 

182 -Day Bill 
October 30, 1997 
April 30, 1998 
9127944U5 

P~GE OF ACCEPTED COMPETITIVE BIDS: 

Discount Investment 
Rate Rate 1/ Price 

------ ---------- - ... _---
Low 2/ 5.08 %- 5.29 % 97.432 
High 5.08 %- 5.29 %- 97.432 
Average 5.08 %- 5.29 % 97.432 

Tenders at the high discount rate were allotted 98~. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompetitive 

pUBLIC SUBTOTAL 

Federal Reserve 
Foreign Official Inst. 

Refunded Maturing 
Additional Amounts 

TOTAL 

1/ Equivalent coupon-issue yield. 

$ 

$ 

Tendered 

35,717,170 
1,104,063 

36,821,233 

3,380,000 

3,000,000 
652,100 

43,853,333 

2/ $10,000 was accepted at rates below the competitive range. 

RR-2018 

http://www .publlcdebt.treu.gov 

$ 

$ 

Accepted 

3,427,070 
1,104,063 

4,531,133 

3,380,000 

3,000,000 
652,100 

11,563,233 
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EMBARGOED UNTIL 3:00PM 
October 27, 1997 

Contact: Paul Elliott 
(202)622-2016 

TREASURY ANNOUNCES MARKET BORROWING ESTIMATES 

The Treasury Department announced on Monday that its net market borrowing for the 
October - December 1997 quarter is estimated to be $20 billion with a cash balance of $35 billion 
on December 31. The Treasury also announced that its net market borrowing for the January -
March 1998 quarter is estimated to be in the range of $15 billion to $20 billion with a cash 
balance of $20 billion on March 31, 1998. 

In the quarterly announcement of its borrowing needs on July 28, 1997, the Treasury 
estimated net market borrowing for the October - December quarter to be in the range of $45 
billion to $50 billion with a cash balance of $30 billion on December 31. The decrease in 
estimated net market borrowing is the result of a higher than estimated end-of-September cash 
balance, higher budget receipts, lower budget outlays, and an increase in net issuances of 
nonmarketable State and Local Government Series (SLGS) securities. 

Actual net market borrowing in the July - September 1997 quarter was $6.5 billion, while 
the end-of-quarter cash balance was $43.6 billion. On July 28, the Treasury estimated net market 
borrowing for the July - September quarter to be $10 billion with a cash balance of $40 billion 
on September 30. The combined improvement of $7.1 billion was primarily the result of lower 
outlays and larger SLGS issuances. 

The regular quarterly Press Conference will be held at 1:00 p.m., on Wednesday, October 29, 
1997. 

--30--
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DEPARTMENT OF THE TREASURY 

lREASURY NEWS 
OFFlCE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASIDNGTON, D.C .• 20220. (202) 622-2960 

FOR IMMEDIATE RELEASE 
October 27, 1997 

Contact: Paul Elliott 
(202)622-2960 

TREASURY ANNOUNCES THIRD "EFT '99" PUBLIC HEARING 
-- WITH 50 DAYS IN PUBLIC COMMENT PERIOD L.A. HEARING SCHEDULED --

The Treasury Department today announced the third regional public hearing on the new 
Electronic Funds Transfer (EFT '99) proposal on Thursday, October 30 in Baltimore, 
Maryland. The public comment period on this proposal will last for 50 more days and include 
public hearings in Baltimore, Maryland and the newly scheduled hearing in Los Angeles, 
California on Tuesday, December 9. The Baltimore hearing will convene Thursday, October 
30, at 9:00 a.m., at the Baltimore Branch of the Federal Reserve Bank of Richmond, 502 
South Sharp Street. 

• Requests to attend or present oral comments at the hearing should be directed to Martha 
Thomas-Mitchell at (202)874-6757. 

• Requests to present oral comments must be accompanied by an outline of topics to be 
discussed. Three business days prior to the hearing, presenters are requested to submit, 
in writing, the text of the comments to be made. 

• Presentations will be limited to approximately 10 minutes or less. Treasury reserves 
the right to impose further time or other restrictions on all presentations. 

In September, the Treasury Department announced its proposal to implement a new law 
that requires that all Federal payments, except tax refunds, be made electronically beginning 
January 2, 1999. This new initiative, mandated by Congress in the Omnibus Consolidated 
Rescissions and Appropriations Act of 1996, will significantly improve the way millions of 
Americans who are entitled to government payments obtain their funds. The Department 
hopes to receive extensive input from recipients and other affected entities on the proposed 
rule. 

More information about the rule and the schedule of public hearings is available to the 
public on Treasury's website at http://www.fms.treas.gov/eft. 

--30--
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DEPARTMENT OF" THE TREASURY 

IREASURY NEWS 
EMBARGOED UNTIL 1 :30 PM EDT 
Text as Prepared for Delivery 
October 27, 1997 

"Modernizing the IRS" 
Remarks by Lawrence H. Summers 
Deputy Secretary of the Treasury 

Council for Electronic Revenue Communication Advancement 
Washington, DC 

Thank you. I am glad to have the opportunity to talk you today about our vision of a 21 st century 
IRS. There could be no better symbol of the kind of improvements we all want to see in taxpayers' 
experience of the IRS than the rapid growth of electronic filing. And there has been no stronger voice 
pushing that development forward than CERCA. More and more Americans are enjoying the benefits of 
paying their bills and doing their shopping electronically -- and a growing number are now filing their 
taxes the same way. 

These past couple of years have been a period of tremendous ferment -- ferment inside the IRS, 
and, need I say, ferment about the IRS. In the spring of 1996 we pledged to make a "sharp tum" in the 
troubled systems modernization program. in what has since become a very intensive effort to reform the 
entire IRS. 

The problems at the IRS have developed over many decades -- they will not be solved overnight, 
or even a couple of filing seasons. But with the work of the National Commission on Restructuring the 
IRS and many others inside and outside the Administration. a clear consensus has formed on the changes 
that are needed. With the executive actions we have taken and wi II take. and the legislative progress that 
has been made, those changes are now firmly on the way to being achieved. 

The IRS reforms we are putting in place are vitally important. They are a proper response to well
intentioned criticism. Americans are disturbed at the performance of the I RS. and rightly disturbed. So 
are the people who work at the IRS. the vast majority of whom have a distinguished record of dedicated 

public service. 

We have tried to address. and will continue to address. the concerns about the IRS in three ways: 

• with more effective management and leadership 
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• with better protections for taxpayers. to ensure their rights are respected and their problems are 
addressed 

• and, above all, through concrete measures for better customer service. 

An effective organization 

No matter how laudable the goals, all the good intentions. the wise plans. and fancy flipcharts 
will achieve nothing in an organization if the capacity to manage it effectively is lacking. In the past two 
years we have taken important steps to give the IRS the leadership. expertise and oversight it will need to 
give the American people the first-rate service they demand. 

Leadership 

Charles Rossotti, our nominee for IRS commissioner. will already be familiar to many of you. 
As he said last week in his hearings on the Senate. he would never have imagined. as 1997 began, that he 
might now end the year running the IRS. His background. as a former Chief Executive Officer of a large, 
highly successful private sector organization. with a long record of dealing with systems modernization 
and other technology issues, makes him utterly distinct from previous holders of the position -- and, I am 
confident, absolutely right to lead the IRS through this momentous period. I hope and expect he will 
receive a ringing endorsement from the entire Senate in the coming days. 

To provide much needed continuity at the top. the new Commissioner will be serving a fixed 
five-year term. To support new leadership, it will be vital to provide for the managerial flexibility to 
translate it into practice. Getting the right people in the right jobs is one of the most important elements 
of effective management. And in our recent discussions in Congress we have made important progress 
toward allowing for greater flexibility in selecting and managing personnel. But we have long believed 
that more substantial changes are needed. In particular: 

• to attract high quality private sector personnel. the Commissioner should be able to appoint a 
limited number of technical and management experts to critical positions outside the usual pay 
limits. 

• to meet short term senior staffing needs more effectively. he should be free to make limited term 
or emergency appointments to any senior executive position. 

• and, workforce-wide, there should be a greater capacity to hold on to high quality people and to 
link pay more closely to performance. with improved llexibility in payment of recruitment, 
retention and relocation incentives. and the ability to make lise of broad-banded pay and 
classification systems within existing government ceilings. 

Senior managers in the private sector would take these freedoms for granted. If we wish to see 
major changes in the style and substance of I RS management. we need to give these same tools to the 
IRS. Achieving this will be a high priority in our discussions with Congress in the weeks to come. 

Oversight 



The matter of oversight has generated considerable discussion in recent months. But there was 
never been any disagreement about the importance of outside input as a source of expertise. continuity 
and accountability. We in the Department have considered it important also to ensure executive 
responsibility for executive functions such as law enforcement. and to ensure effective coordination of 
tax policy and administration. After several weeks of intense discussion on these issues, a satisfactory 
compromise has been reached, that we believe has the potential to strengthen oversight in a prudent and 
effective manner at the same time as offering an important new avenue for private sector input. 

Empowerment of employees 

Leadership and oversight are both vitally important. But we should remember that. in the end. 
improved IRS service will come not only from the top down but from the bottom up. Most employees 
want to provide good service, and they more satisfaction out of their jobs when they do. But we have to 
provide them the tools and the support to do it. Without an adequate emphasis on employees -- on 
what is good for them -- the changes we want to see in the quality of customer service will not take place. 
IRS employees need to work in an environment that motivates them to take pride in delivering excellent 
customer service -- and empowers them to share their ideas about how service could be improved. When 
employees become partners -- taxpayers will become customers. 

2. Fair Treatment for Taxpayers 

There is an enormous amount we can do to improve customer service and to ensure the IRS 
works more effectively for taxpayers. I will be describing in a few moments some of the steps we have 
taken, and intend to take, to achieve this. But inevitably. there were will be controversies. And it is 
essential at all times that there be appropriate legal safeguards for taxpayers. 

This has been an area of intense focus in both Congress and the Administration for several years. 
With the enactment of the first Taxpayer Bill of Rights in 1988. through the Second Bill of Rights which 
was enacted last year -- which set up the Taxpayer Advocate that has already helped more than 300,000 
Americans solve their tax complaints -- through to the third set of Taxpayer Rights provisions that were 
enacted this year by Congress, we have made important progress to\vard ensuring that taxpayers can 
count on fair treatment by the IRS, and fair recourse when the circumstances require it. 

Going forward, we have proposed several more steps toward this end. including 

• expanding the power of the new Taxpayer Advocate. to clarit~ the Advocate's authority to issue 
immediate relief to taxpayers in a broad range of circumstances. through tax assistance orders. 

• giving much greater publicity to the Taxpayer Advocate and other avenues for solving problems. 
The IRS is embarking on a major public awareness program so that taxpayers know about -- and 
know how to access -- the services open to them. Acting Commissioner Dolan launched this 
campaign last week with a letter to Dear Abby: who published the number of the Taxpayer 

Advocate Office. 

• creating new, independent local Citizen Advocacy Panels. These would work with Taxpayer 
Advocates to help resolve taxpayer problems. independently audit the performance of local IRS 



offices in solving problems, and refer complaints to the national Taxpayer Advocate when 
problems cannot be resolved locally. 

• working with Congress to implement a range of further Taxpayer Bill of Rights provisions, 
including measures to help make it easier for "innocent spouses" to get relief, and to permit 
equitable tolling of refund claims. This would mean that the statutes of limitations could be " .. or , 
extended, in particularly equitable cases. tolled 

To underscore all these changes, Charles Rossotti mentioned last week that he would like to see 
the next Taxpayer Advocate appointed from outside the IRS. Yet he well captured the spirit of the end 
goal when he spoke of wanting to see every single employee at the IRS think of themselves as a 
Taxpayer Advocate. Working together, we are taking important steps down that road. 

3. Improved customer service 

What all these changes can really do -- what they must do -- IS Improve customer service. 
Fundamentally, service is an issue of capacity, and culture. I don't think any of our objective indicators 
could be used to support the conclusion that service at the I RS is now less satisfactory than it was ten 
years ago, when the concerns about the IRS were less prominent. What we have seen in recent years is an 
erosion in the relative performance of the IRS at a time of rising standards of customer service in the 
private sector. 

Americans do not receive from the IRS the kind of efficiency. courtesy and flexibility they have 
come to expect from their credit card company, bank, or travel agent. The key to achieving first class 
service at the IRS will be moving from the way things were typically done in large private sector 
organizations 15-20 years ago, to the way the best companies do them today. 

The capacity to serve 

Private sector companies have achieved that kind of shift in large part through effective 
marshaling of technology. This issue has been at the forefront of many taxpayers' bad experiences with 
the IRS -- and it has been at the forefront of our search for solutions. 

As you know, we have made that sharp turn in systems modernization. Under the guidance of 
our new and well received Chief Information Officer, Art Gross. twenty-six systems contracts were 
canceled, or collapsed, into nine. He has since led the development of a comprehensive new technology 
proposal for a strategic public-private partnership -- the first or its kind. Unveiled in May, this blueprint 
has been warmly received in both Congress and the private sector. That support was underlined last 
month, when Congress granted $325 million in advance funding for the implementation of the program. 

Improved use of technology is already palpable. Around 14 million people filed their taxes 
electronically this year, an increase of 19 percent. Filing over the telephone through the IRS Telefile 
program was up by nearly two-thirds in 1997, to 4.7 million returns. The Telefile system won the Ford 
Foundation's "Innovations in American Government" award for 1997. All told, more than haifa trillion 
dollars has been deposited electronically using the Electronic Federal Tax Payments System and the 
older TAXLINK system rather than using paper coupons. This represents nearly one half -- 46 per cent --
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of the total dollars collected. The error rate for returns filed electronically was less than I percent. 

And yet, we still have a long way to go. In the months ahead the IRS will working to achieve 
major improvements in telephone access. with expanded 16 hours a day. 6 days a week phone service 
next year, moving to access round the clock in following years. And it will be working toward utilizing 
new call-routing technology to provide service that is geared to specific customer needs. 

As you now, for all the progress we have seen, at present only 10 percent of the 2000 million 
individual and business returns filed each year are filed electronically. I have no doubt that continued 
growth of electronic filing will be of critical strategic importance to the future of the IRS -- and the IRS 
feels the same way. Next year we will see it start to roll out its major 3 part electronic tax administration 
strategy under the leadership of Robert Barr. the recently appointed Assistant Commissioner for this area, 
and former vice-president of Intuit. 

• first, increase the availability of existing electronic filing programs. with eligibility for Telefile 
being increased by 3 million, or 10 percent in 1998 alone. The I RS is in the process of completing 
a through analysis of the extent to which it can broaden the range of 1040 returns accepted 
through Telefile without at the same time making the telephone interaction too complicated for 
taxpayers. 

• the second component of the strategy, which will start to be implemented in 1999. aims to take 
the remaining paper out of the current ways offiling electronically by eliminating the need to 
mail in W-2s and other forms and eliminating the need for paper signatures. Plans are already 
under way to lead IRS to an alternative electronic signature by that year. The IRS also hopes to 
make it possible for taxpayers filing electronically to pay by direct withdrawal from their bank 
account. 

• the third, and last part of the strategy is to provide extra incentives to increase electronic filing 
even further. The goal is that in ten years time. four out five taxpayers will file their taxes 
without ever putting pen to paper -- or licking a stamp. 

I don't need to tell this audience the benefits that would result from achieving that goal -- lower 
costs for the public, lower costs for government. fewer errors. and a freeing of IRS resources for other 
areas -- such as improved customer service. 

Developing a customer service culture 

An essential complement to increased capacity an is I RS team that is motivated around the 
central objective of treating taxpayers right. The Administration's program of reform would put 
customer service at the heart of performance measurement at the IRS. shifting performance measures to 
include customer satisfaction and business results for all managers. including the use of direct customer 
feedback surveys for all parts of the IRS. The IRS has hired a consulting finn to design customer 
satisfaction surveys for each IRS business lines. including examination and collection. 

A critical first step in this process has been to ban all performance measures that undermine fair 
treatment of taxpayers -- such as the ranking of districts by enforcement activities, assigning dollar goals 
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to individual employees and including penalty amounts in statistics of revenue collected. Building on 
those reforms, the IRS is now pledged to: 

• expand office hours, beginning in 1998 with Saturday opening at district offices around the 
country on the busiest weekends of the filing season: 

• open more convenient locations, starting 1999 in peak filing season taxpayers will be able to go 
to additional temporary community-based locations for IRS publications and forms, such as 
banks, libraries and shopping malls. There will also be an expanded telephone information 
service so people can find out when and where they can get help. 

• and work to make the IRS work/or taxpayers. For example. it will rewrite all its most frequently 
used notices in language people can understand, testing the new forms on real people -- not tax 
lawyers. It will also eliminate, by the end of next year. 30 percent of all notices as part of the 
effort to crack down on unnecessary mailings. 

To underscore its commitment in this area, on November 15 the IRS will be holding its first, 
nationwide Problem Solving Days. On that day and each month thereafter, all of the 33 IRS district 
offices around the country will open their doors to give taxpayers an opportunity to meet face-to-face 
with district Directors and other IRS personnel to resolve their ongoing tax problems. 

4. The Need for Change -- and the Need for Continuity 

As Winston Churchill once said of very different time: we are not at the end, or even the 
beginning of the end, but we are, perhaps, at the end of the beginning of the effort to create the kind of 
IRS the American people expect; one that may not win their affection. but can win their respect. 

There will no doubt be a vigorous debate about tax policy in this country -- a debate which I do 
not propose to enter today. Properly. we will all be concerned \\ith identifying the tax structure that can 
best keep the budget balanced, promote growth. and be fair -- and as simple as possible -- to all 
Americans. These issues should and will be vigorously debated. But I would hope as we go forward that 
we can all agree that we want to have the best tax administration system we possibly can in the United 
States -- a system that is as effective as possible. not in collecting the most tax it can. but in collecting the 
right amount of tax from each taxpayer. 

As Oliver Wendell Holmes said. taxes are the price m: pay for civilization. The idea that we need 
a fairly administered and enforced tax system should not be in dispute. Difficult as these issues are, it is 
vital that we maintain a constructive course. I know all of those concerned with the future of the 
American tax administration system will join me in condemning the 366 documented threats against IRS 
personnel, and 44 violent assaults that have occurred in the past two years alone. 

For all the difficult discussions we have had about the best way to reform the IRS, we have all 
been agreed on the goal: a modern, efficient accountable IRS to serve the American taxpayer well into 
the next century. Working together -- with Congress. with IRS frontline employees and managers, with 
the National Treasury Employees' Union, working with all those. inside and outside, of government who 
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care about tax administration -- I am confident we can bring that objective ever closer in the months 
ahead. 

-30-
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Table I. TOTAL RECEIPTS. OUTLAYS AND DEFICITS 
(in billions of dollars) 

1996 /\ctual. ............................................... . 

1997: 
February Budget Estimate ........................... . 
Mid-Session Review Estimate ..................... . 
.t>,.ctual. ........................................................ . 

DEFICIT 

Receipts 
1.452.8 

1.505.4 
1.577.7 
1.579.0 

Outlavs 
1.560.2 

1.631.0 
1.615.0 
1.601.6 

Deficits 
-107.4 

-125.6 
-37.3 
-22.6 

The actual FY 1997 deficit is $22.6 billion, down from the FY 1996 deficit of $107.4 billion. 
The FY 1997 deficit figure is $103.0 billion below the February Budget estimate of $125.6 
billion. and $14.7 billion lower than the $37.3 billion deficit estimated in the Mid-Session 
Review (MSR). The changes from the MSR deficit estimate reflect the impact of: 

-- a $1.3 billion increase in receipts: and 

-- a $13.4 billion decrease in outlays. 

RECEIPTS 

Actual FY 1997 receipts were $1.579.0 billion, $1.3 billion higher than the MSR estimate. 
Higher-than-expected collections of individual income taxes, social insurance taxes and 
contributions. and excise taxes, were partially offset by lower-than-expected collections of 
corporation income taxes and miscellaneous receipts. Table 2 displays actual receipts and 
estimates from the budget and MSR by source. 

Changes in Receipts bv Source 

• Individual income taxes were $737.5 billion, $4.5 billion higher than the MSR estimate. 
Most of the difference is attributable to higher-than-estimated non-withheld payments 
and lower-than-estimated refunds. partially offset by lower-than-estimated withheld 
taxes and higher-than-anticipated adjustments between individual income taxes and the 
receipts of the social security trust funds. 
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• Corporation income taxes were $182.3 billion, $4.8 billion lower than the MSR 
estimate. Higher-than-anticipated refunds paid to corporations account for most of the 
decrease in this source of receipts. 

• Social insurance taxes and contributions were $0.9 billion higher than the MSR estimate 
of$538.5 billion. Higher-than-anticipated adjustments between individual income taxes 
and the receipts of the social security trust funds, partially offset by lower-than
estimated unemployment tax receipts, account for most of the net increase in this 
source of receipts. 

• Excise taxes were $1.0 billion higher than the MSR estimate, attributable in large part 
to higher-than-anticipated taxable activity. 

• Other receipts, which include estate and gift taxes, customs duties and miscellaneous 
receipts, were $62.9 billion, $0.4 billion lower than the MSR estimate. Lower-than
anticipated deposits of earnings by the Federal Reserve System, reflecting lower-than
expected asset values on securities denominated in foreign currencies, reduced 
miscellaneous receipts $0.8 billion relative to the MSR. Customs duties were $0.1 
billion below the MSR estimate, in large part attributable to lower-than-anticipated 
taxable activity. These reductions in miscellaneous receipts and customs duties were 
partially offset by higher-than-expected estate and gift taxes of $0.5 billion. 

OUTLAYS 

Total outlays were $1,601.6 billion, $13.4 billion lower than the MSR estimate. The major 
outlay changes since the MSR are described below. Table 3 displays actual outlays and 
estimates from the February Budget and the MSR by agency and major program. 

Department of Agriculture. Actual outlays for the Department of Agriculture were $52.6 
billion, $2.8 billion below the MSR estimate. 

Outlays for the Commodity Credit Corporation were $7.2 billion, $0.5 billion below the 
MSR estimate. Outlays for commodity price support loans, wetlands reserve program 
obligations, and Dairy Export Incentive Program payments were $0.3 billion lower than 
expected. The remaining $0.2 billion is attributable to higher-than-expected collections of 
export credit direct loans acquired by default on export guarantees, and lower-than-expected 
demand for export credit guaranty subsidies. 

Outlays for the Risk Management Agency (Federal Crop Insurance) were $1.0 billion, $0.4 
billion below the MSR estimate, due to lower-than-expected crop losses. Outlays for the 
Foreign Agricultural Service loan and grant programs were $0.4 billion below the MSR 
estima,te of $0.9 billion, largely due to lower spending of prior-year loan obligations and 



greater collections on loans. DO\vTIward reestimates of prior-year loan subsidies for the rural 
housing. rural development. and farm loan programs resulted in receipts $0.3 billion higher 
than assumed in the MSR. Outlays for the Food Stamp program were $22.9 billion. $0.3 
billion below the MSR estimate. Forest Service outlays were $3.2 billion. $0.3 billion below 
the MSR estimate due in part to lower-than-expected fire fighting costs. 

Department of Defense - Militarv. Actual outlays for the Department of Defense - Military 
were $258.3 billion. $2.6 billion above the MSR estimate. The difference was caused by 
higher-than-expected outlays in the Procurement and Research and Development accounts. 
particularly in Air Force weapons procurement and research and development. Also. the 
military's stay in Bosnia caused outlays in the Operations and Maintenance accounts to be 
higher than expected. 

Department of Energy. Actual outlays for the Department of Energy were $14.5 billion. $0.7 
billion below the MSR estimate. The difference is primarily due to slower-than-expected 
spendout of obligated balances in the Defense Environmental Management and Weapons 
Account. 

Department of Health and Human Services. Actual outlays for the Department of Health and 
Human Services were $339.5 billion, $4.9 billion below the MSR estimate. The major 
differences were in the following areas: 

• 

• 

• 

• 

Outlays for the Medicare program were $210.4 billion. $1.2 billion below the MSR 
estimate. Outlays for physician and hospital outpatient services in the Supplementary 
Medical Insurance program were lower than expected. 

Outlays for the Medicaid program were $95.6 billion, $1.9 billion lower than estimated 
in the MSR. Most of the lower-than-expected growth in Medicaid outlays may be 
attributable to an improving economy and to reductions in States' welfare case-loads. 

Outlays for the Public Health Service agencies were $21.8 billion, $0.9 billion below 
the MSR estimate, largely because of an over-estimate of the National Institutes of 
Health outlay rates in the MSR. 

Outlays for the Temporary Assistance for Needy Families (TANF) and related programs 
were $0.7 billion below MSR estimates. The difference is attributable to declinina 
case-loads caused. in part. by the improving economy. e 

Department of Housing and Urban Development. Actual outlays for the Department of 
Housing and Urban Development were $27.8 billion, $1.2 billion below the MSR estimate. 
Th~ difference is the result of a slower-than-expected increase in spending for housing 
asSIstance and lower-than-expected outlays for mortgage insurance programs for the Federal 
Housing Administration. 
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Department of the Interior. Actual outlays for the Department of the Interior were $6.7 
billion, $0.7 billion below the MSR estimate. Outlays for the Bureau of Land Management 
(BLM) were $0.2 billion lower than expected for several major programs including 
firefighting (due to a less severe fire season), and slower-than-expected acquisition of 
computers to support BLM's new automated record system for public lands. The Bureau of 
Reclamation's outlays were $0.2 billion below the MSR estimate, due largely to delays in 
spending accumulated unobligated balances. The remaining difference, $0.1 billion, is 
attributable to slower-than-expected spending of emergency flood supplemental funding and 
for Everglades (FL) land acquisition. 

Department of Transportation. Actual outlays for the Department of Transportation were 
$39.8 billion, $1.3 billion above the MSR estimate. Outlays for the Federal Highway 
Administration were $20.8 billion, $0.7 billion above the MSR estimate, due primarily to a 
greater number of projects being completed more rapidly by the States than was assumed 
in the MSR. Outlays for the Federal Aviation Administration were $8.8 billion, which 
exceeded MSR estimates by $0.3 billion. Acquisition reform, including emphasis on 
purchasing "off the shelf' commercial products and products requiring limited development, 
reduced the time it takes the FAA to award contracts from over a year to 6 months, causing 
outlays to be higher than expected. 

Department of the Treasury. Actual outlays for the Department of the Treasury were $379.4, 
$0.8 billion below the MSR estimate. Net outlays for the Exchange Stabilization Fund were 
$0.7 billion above the MSR estimate, mostly due to exchange rate fluctuations. Treasury 
receipts of interest from credit financing accounts, included in other Treasury outlays, were 
$1.0 billion higher than the MSR estimate, largely due to prepayment of interest by the 
Department of Education for the student loan program. Outlays for interest on tax refunds 
by the Internal Revenue Service were $0.4 billion below the MSR estimate, primarily due 
to technical corrections. 

Department of Veterans Affairs. Actual outlays for the Department of Veterans Affairs were 
$39.3 billion, $0.9 billion below the MSR estimate. Outlays for medical equipment and 
capital asset purchases were $0.4 billion lower than expected due to purchases made late in 
FY 1997 that will not result in actual outlays until FY 1998. Spending for veterans 
compensation and pensions was approximately $0.2 billion below the MSR estimate due to 
a number of factors, including lower average payments and fewer retroactive payments than 
assumed in the MSR. 

Social Security Administration. Actual outlays for the Social Security Administration were 
$393.3 billion, $1.0 billion below the MSR estimate. Outlays for Disability Insurance were 
$1.1 billion below the MSR estimate due to lower application rates and lower allowance 
rates than expected. Disability Insurance awards were made in approximately 61,000 fewer 
cases than was assumed in the MSR. 
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Federal Emergency i\lanagement Agency. Actual outlays for the Federal Emergency 
\lanagement Agency were $3.4 billion. $1.2 billion below the MSR estimate. Funds 
obligated in prior years for certain large public infrastructure and hazard mitigation projects 
did not outlay. as expected. in FY 1997. and are ongoing. All emergency response needs are 

continuing to be met. 

United States Postal Service. Actual net outlays for the United States Postal Service were 
$0.5 billion. $1.2 billion below the MSR estimate. Postal revenues were $1.0 billion higher 
than anticipated in the MSR estimate, partially due to increased mail volume during the UPS 
strike. Additional operating expenses were incurred as a result of this higher mail volume. 
which increased operating disbursements by about $0.5 billion for a net reduction in 
operating outlays of $0.5 billion. In addition, forecasted capital outlays of $0.7 billion did 
not occur in FY 1997. 

Deposit Insurance. Net outlays for deposit insurance were $0.6 billion below the MSR 
estimate. This difference is primarily due to higher-than-anticipated receipts (reducing net 
outlays) in the FSLIC Resolution Fund arising from the sale of assets formerly held by the 
Resolution Trust Corporation. 

Funds Appropriated to the President. Actual outlays of funds appropriated to the President 
were $10.2 billion. $0.7 billion above the MSR estimate. Outlays for International Monetary 
Programs were $0.8 billion. $0.8 billion above MSR estimates. This difference is explained 
by valuation changes in the U.S. reserve position in the International Monetary Fund (IMF). 
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Table 2.··1997 BUDGET RECEIPTS BY SOURCE 
(fiscal years; in millions of dollars) 

1996 Estimate 
1997 

Aclual Budg!at Mid-Ses~iQn 
B.e..c~ipt~.by Source 

Individual income taxes ............................................................. 656,417 672,683 732,924 
Corporation income taxes .......................................................... 171,824 176,199 187,126 
Social insurance taxes and contributions: 

Employment taxes and contributions: 
On-budget. ........................................................................... 108,870 113,060 114,186 
Off-budget. ........................................................................... 367,492 3138,903 391,205 

Subtotal, Employment taxes and contributions ................. 476,362 501,963 505,391 
Unemployment insurance ....................................................... 28,584 29,465 28,755 
Other retirement contributions ................................................ 4.469 4,338 4,338 

Subtotal, Social insurance taxes and contributions ......... 509,415 535,766 538,484 

Excise taxes .............................................................................. 54,015 57,247 55,878 
Estate and gift taxes .................................................................. 17,189 17,588 19,332 
Customs duties .......................................................................... 18,671 17,328 18,038 
Miscellaneous receipts .............................................................. 25,234 2.8,6H 25..921 

Total, Receipts ................................................................. 1,452,765 1,505,425 1,577,703 
On-budget. .................................................................... 1,085,273 1,116,522 1,186,498 
Off-budget. .................................................................... 367,492 388,903 391,205 

Change, 1997 Actual from: 
~ctua! .---- Budgei -Mid:Se.sSlon 

737,466 64,783 4,542 
182,294 6,095 -4,832 

114,761 1,701 575 
391,9.89 3,086 784 
506,750 4,787 1,359 

28,202 -1,263 -553 
4.41.8 80 80 

539,371 3,605 887 

56,926 -321 1,048 
19,845 2,257 513 
17,927 599 -111 
~H9 -3.465 -ZI2 

1,578,977 73,552 1,274 
1,186,987 70,465 489 

391,989 3,086 784 



Table 3.--1997 BUDGET OUTLAYS BY AGENCY 
(fiscal years; In millions of dollars) 

1997 
1996 Estimate Change. 1997 Actual from 

Actual Budget Mid-Session Actual Budget Mid-Session 
Outlays by Major Agency 

Legislative Branch. 2,272 2.531 2.543 2.361 -170 -182 
T he Judiciary. 3.061 3.617 3,617 3,259 -358 -358 
Executive Office of the President 202 222 222 219 -3 -3 
Funds Appropriated to Ihe President 

Internalional Securily Assistance 
Foreign Military Financing 2.946 3.160 2,848 2.960 -200 112 
Economic Support Fund .... 2.237 2.465 2,465 2.226 -239 -239 
Olher. -929 -757 -781 -783 -26 -2 

Agency for International Development.. 3,059 2,852 2.852 2,814 -38 -38 
Multilateral assislance ... 2,077 1,985 1.985 2,141 156 156 
Military sales programs .. -461 -234 -193 -107 127 86 
International monelary programs. 694 26 26 787 761 761 
Other. .. 66 241 241 154 -67 -67 

Subtolal, Funds Appropriated to the President .. 9.711 9.738 9,443 10,192 454 749 

Agriculture. 
Farm Service Agency. 

Commodity Credit Corporation .. 4,646 7,766 7,714 7.207 -559 -507 
1.933 138 176 160 22 -16 

Risk Management Agency (Federal Crop Insurance 
Corporation) 1.768 1,789 1.449 1,026 -763 -423 

Foreign Agricultural Service ........ 612 834 862 506 -328 -356 
Food and Consumer Service: 

Food stamps 25.359 24.856 23,185 22,857 -1.999 -328 
12,016 12.572 12,550 12.555 -17 5 
3.411 3,508 3.550 3.209 -299 -341 
4.592 5.491 5.916 5,036 -453 -676 

Subtotal. Agriculture ................... 54.338 56,954 55.402 52,558 -4.396 -2,844 

Commerce ... 3,703 3,808 3.821 3.780 -28 -41 
Defense-Military: 

Military personnel. ............... 66,669 70,053 70,295 69.722 -331 -573 
Operation and maintenance. ................. 88.761 92,143 91.470 92.490 347 1,020 
Procurement. 48.912 45.575 45.446 47.659 2,084 2,213 
Research. Development. Test, and Evaluation .. 36.561 36,046 35.846 37.026 980 1.180 

12.355 10.467 12.692 11.432 965 -1.260 
Subtotal. Defense-Military .......................... , ...... 253.258 254,284 255.749 258,330 4.046 2,581 

Defense-Civil ................. , ......... 32,535 33,873 34.253 33.833 -40 -420 

Education: 
Office of Elementary and Secondary Education ......... 9.569 10.414 8.984 9.619 -795 635 
Office of Postsecondary Education .. 12,120 9.085 12,296 12.260 3,175 -36 

6.045 6.641 6.291 8.134 -707 -157 
Subtotal. Education 29,734 28.340 29.571 30,013 1.673 442 

Energy: 
AtomiC energy defense activities ..................... 11.627 11,947 11,682 11,276 -671 -406 



Table 3.--1997 BUDGET OUTLAYS BY AGENCY 
(fiscal years; In millions of dollars) 

1996 Estimate 
1997 

Actual Budget· -Mld~Session 
OutIa),s b)' Major .Agency 

4,577 3,476 3.474 
Subtotal, Energy ................................................................... 16,204 15,423 15,156 

Health and Human SelVices: 
Medicare (gross outlays) ........................................................ 196,629 214,549 211,669 
Medicaid .................................................................................. 91,990 98.542 97,498 
Public Health SelVice ............................................................. 21,406 22,832 22,632 
Temporary assistance for needy families, family support 

payments to States, and JOBS ............................................ 17,601 19,115 16,186 
Other Administration for Children and Families .............. , 13,422 15,896 16,155 

:21.246 -19,848 ,19.792 
Subtotal, Health and Human SelVices .............................. 319,802 351,086 344,348 

Housing and Urban Development: 
Federal Housing Administration funds ................................... -3,665 -2,076 -2,028 
Other housing programs ................ , ..... , ............................ , ..... 21,272 24,350 24,241 
Government National Mortgage Association ......................... -562 -571 -571 
Community development grants ....... , .............................. , ..... 4,545 4,837 4,542 
Proprietary receipts from the public ....................................... -1,362 -973 -1,257 

~Q13 4.36.1 4M8 
Subtotal, Housing and Urban Development... .................. 25,240 29,928 29,075 

Interior ........................................................................................ 6,718 7,404 7,419 
Justice ................................................ , .. , .................................... 11,950 14,520 13,853 
Labor: 

Training and employment selVices ....................................... 4,296 4,718 4,718 
Unemployment trust fund., ..................................................... 26,146 26,517 24,262 
Pension Benefit Guaranty Corporation .................................. -851 -1,310 -1,152 

2.9M 2Jl49 2..9ZB 
Subtotal, LaboL .................. , ... " .. " ............. , ................ , ...... 32,496 32,874 30,806 

4,955 5,487 5,487 

Transportation: 
Federal Highway Administration ........................................... 19,986 19,882 20,049 
Federal Transit Administration ............................................... 4,373 4,464 4,464 
Federal Aviation Administration ....... , ...................... , .............. 8,925 8,554 8,554 

5A91 MIl8 5A94 
Subtotal, Transportation ................................... , .......... , .... 38,776 38,388 38,561 

Treasury: 
Exchange Stabilization Fund ................................................. -1,643 -1,660 -1,660 
Interest on the public debt... ................................................... 343,955 356,740 355,783 

Change, 1997 Actual from: 
8clual .. --Budget Mid.-.Session 

3.194 -2.82 -2.80 
14,470 -953 -686 

210,437 -4,112 -1,232 
95.552 -2,990 -1,946 
21,755 -1,077 -877 

15,516 -3,599 -670 
15,833 -63 -322 

,19,6QO 248 192 
339,493 -11,593 -4,855 

-2,452 -376 -424 
23,249 -1,101 -992 

-592 -21 -21 
4,516 -321 -26 
-992 -19 265 

4.103 :25.8 -45 
27,833 -2,095 -1,242 

6,724 -680 -695 
14,291 -229 438 

4,432 -286 -286 
24,300 -2,217 38 
-1,197 113 -45 
2.926 -23 ,52 

30,461 -2,413 -345 

5,237 -250 -250 

20,798 916 749 
4,581 117 117 
8,815 261 261 
M44 156 150 

39,838 1,450 1,277 

-1,007 653 653 
355,796 -944 13 



Table 3.-1997 BUDGET OUTLAYS BY AGENCY 
(fiscal years; in millions of dollars) 

1997 
1996 Estimate Change. 1997 Actual from: 

Actual Budget Mid-Session Actual Budget Mid-Session 
Outlays by Major Agency 

IRS: 
Earned income tax credit ...... 19,159 21,163 21,949 21,856 693 ·93 

9,436 9,886 9,886 9,530 ·356 ·356 
-5,571 -5,570 -5,756 -6,794 -1,224 -1,038 

Subtotal, Treasury .. 365,336 380,559 380,202 379,381 -1,178 -821 
Department of Veterans Affairs: 

Veterans Health Administration .. 16,470 17,499 17,499 17,054 -445 -445 
20,445 22,120 22,639 22,226 106 -413 

Subtotal, Department of Veterans Affairs .. 36,915 39,619 40,138 39,279 -340 -859 
Environmental Protection Agency .. 6,046 6,272 6,372 6,167 -105 -205 
General Services Administration .. 731 1,243 1,321 1,083 -160 -238 
National Aeronautics and Space Administration .. 13,882 13,697 14,444 14,358 661 -86 
Office of Personnel Managemen!.. 42,872 44,838 45,180 45,385 547 205 
Small Business Administration. 872 460 460 334 -126 -126 
Social Security Administration: 

Old age and survivors insurance (off-budget) .. 305,461 319,500 318,407 318,569 -931 162 
Disability insurance (off-budget) .... ............... 44,558 48,215 47,800 46,701 -1,514 -1,099 
Supplemental security income program 26,074 28,920 28,701 28,717 -203 16 
Other: 

On-budget ....... ..................... 5,291 6,254 6,250 6,221 -33 -29 
Off-budget... ...... ..................... -6.152 ,6.946 -6.898 ,6,898 48 -0 

Subtotal, Social Security Administration ... 375,232 395,943 394,260 393,309 -2,634 -951 
Other independent agencies: 

Major deposit insurance agencies: 
Federal Deposit Insurance Corporation: 

Bank insurance fund ........................... -1,088 -3,528 -3,838 -4,025 -497 -187 
Savings association insurance fund ..... -1,059 -4,535 -4,657 -4,554 -19 103 
FSLlC resolution fund (including RTC) ........ -6,027 -3,834 -5,104 -5,603 -1,769 -499 
Other FDIC ........................................................................ 1 1 1 0 -1 -1 

Subtotal, Federal Deposit Insurance Corporation ..... -8,173 -11,896 -13,598 -14,181 -2,285 -583 
National Credit Union Administration .......................... -179 -168 -168 -169 -1 -1 

Subtotal, major deposit insurance agencies .......... -8,352 -12,064 -13,766 -14,350 -2,286 -584 
District of Columbia .................................................... 701 707 707 704 -3 -3 
Export-Import Bank ................................................................. -560 -5 -579 -114 -109 465 
Federal Communications Commission .................................. 967 2,232 2,232 1,927 -305 -305 
Federal Emergency Management Agency ............................ 3,102 4,222 4,509 3,351 -871 -1.158 
National Science Foundation ................................................. 3,012 3,276 3,276 3,131 -145 -145 
Postal Service: 

On-budget ........................................................................ 122 121 126 126 5 -0 
Off-budge!. ........................................................................... -180 1.9Z6 1,504 32Z -1,649 -1,177 
Subtotal, Postal Service ..................................................... -58 2,097 1,630 453 -1,644 -1.177 



Table 3.--1997 BUDGET OUTLAYS BY AGENCY 
(fiscal years; in millions of dollars) 

Estimate 
1997 

1996 
Actual Budget Mid:Session 

Outlays by Major Agency 

Railroad Retirement Board .................................................... . 
Tennessee Valley Authority .................................................. . 
U.S. Enrichment Corporation ........................................ . 
Other (net) .................................................................. . 

Subtotal. other independent agencies ............... . 
Undistributed offsetting receipts: 

Employer share. employee retirement (on-budget). 
Employer share, employee retirement (off-budget) .............. . 
Interest received by on-budget trust funds ........................... . 
Interest received by off-budget trust funds ...................... . 
Rents and royalties on the Outer Continental Shelf lands .... . 
Spectrum auction receipts ...................... : .............................. . 

Subtotal, undistributed offsetting receipts ........................ . 

Total, Outlays ........................................................................... . 
On-budget. ............................................................................ . 
Off-budget. ............................................................................ . 

Deficit. 
On-budget. .............................................................. . 
Off-budget. ............................................................................ .. 

NOTE: Detail may not add to totals due to rounding. 

5,007 
757 

-278 
4.780 
9.076 

-27,259 
-6,277 

-61,517 
-36.508 

-3,741 
-342 

c1 
-135,705 

1,560,210 
1.259,308 

300.901 

-107,445 
-174.035 

66.590 

4.874 4.906 
-2 -202 
29 -171 

5.079 5.087 
10,445 7,629 

-27.869 -27,861 
-6,505 -6,483 

-62.812 -63,350 
-41,238 -41,273 

-4,152 -4,581 
-7,961 -10.767 

-150,537 -154,315 

1,631,016 1,615.017 
1,316,014 1,301,960 

315.002 313,057 

-125,591 -37.314 
-199,492 -115,462 

73.901 78.148 

Change. 1997 Actual from: 
Actual -- . BUdget - Mid:SesSiOn 

4,870 -4 -36 
-337 -335 -135 
-102 -131 69 
4.8~6 -233 -241 
4,378 -6.067 -3.251 

-27.173 96 88 
-6,483 22 -0 

-63,178 -966 -428 
-41,214 24 59 

-4,711 -559 -130 
-11,006 -3,045 -239 

-6 :6 -6 
-154,970 -4,433 -655 

1.601,595 -29,421 -13.422 
1,290,594 -25,420 -11,366 

311.000 -4,002 -2,057 

-22,618 102,973 14,696 
-103,607 95.885 11.855 

80.989 7.088 2.841 
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Introduction 
The ~1()('tI1l, Treasurv Slatement of ReceIpts ana Outlays of the Umtea States 

Government (~1TS) 15 prepared Dy the FinanCial Management Service. Department of 

the Trea,ury and after approval by the Fiscal Assistant Secretary of the Treasury. IS 

normally released on th€' 1 ~th workday of the month following the reporting month. 

The publicatIon IS based on data provIded by Federal entities. disburSing officers. 

and Federal Reserve banks 

Audience 
The ~1TS 15 published to meet the needs of Those responsible for or Interested 

In the caSh position of the Treasury. Those who are responSible for or Interested In 

the Government s bUdget results and Individuals and bUSinesses whose operations 

depend upon or are related to the Government s financial operations 

Disclosure Statement 
ThiS statement summarizes the financial activities of the Federal Government 

and off·budget Federal entities conducted In accordance with the BUdget of the U.S. 

Government I e receipts and outlays of funds. the surplus or defiCit. and the means 
of finanCing the defiCit or dispOSing of the surplus Information IS presented on a 
modified cash baSIS receipts are accounted for on the baSIS of collections. refunds 

of receipts are treated as deductions from gross receipts: revolVing and manage
ment fund receipts. reimbursements and refunds of montes previously expended are 
treated as deduCllOns from gross outlays: and Interest on the pubhc debt (publIC 
Issues) IS recogntzed on the accrual baSIS Major informallOn sources inclu~ 

accounting data reported by Federal entitles. disbursing officers. and Federal 

Reserve banks. 

Triad of Publications 
The MTS is part of a tnad of Treasury financial reports. The Daily Treasury 

Statement is published each working day of the Federal Government. It prOVides 
data on the cash and debt operations of the Treasury based upon reporting of Ihe 
Treasury account balances by Federal Reserve banks. The MTS IS a report of 
Government receipts and outlays, based on agency reporting The US Government 
Annual Report is the official publication of the detailed recGlpts and outlays of the 
Government. It IS published annually in accordance with leglslal1ve mandates given 
to the Secretary of the Treasury. 

Data Sources and Information 
The Explanatory Notes section of this publication provides Information concem

ing the flow of data into the MTS and sources of information relevant to the MTS 

Table 1. Summary of Receipts, Outlays, and the Deficit/Surplus of the U.S. Government, Fiscal Years 1996 and 1997, 
by Month 

[$ millions] 

FY 1996 
October 
November 
December 
January 
February 
March 
Ap,,1 
May 
June 
July 
August 
September 

Year-la-Dale 

FY 1997 
October 
November 
December 
January 
February 
MarCh 
Ap,,1 
May 
June 
July 
August 
September 

Year-to-Date 

Period Receipts 

95.674 
90.086 

138,347 
142.999 
89.428 
89.087 

203.468 
90.122 

151.995 
103.893 
99.996 

157.670 

'1,452,765 

99.656 
97.849 

148.489 
150.718 
90.293 

108.099 
228.588 

94.493 
173.361 
109.178 
103.483 
174770 

1.578,977 

'Tne re-ce,pt 0 ... t'a, ,'l.'lC! de tic" 'Igures dIffer from !~e F'r' 1998 Budget released by the Office 
01 ~1a'lagerner>~ ,3r>.j Budge' 2r FetYua r \ 6 199 .... b'r S1"1-; million due mainly to reYISlons In the 
uala. !,2II'-... ·.·,''lg ~~e 'e·ease 0' !nf F nat Septe<"T;Oer 1I,1ontnly Statement 

2 

Outlays Deficit/Surplus (-) 

118,252 22,578 
128,538 38.452 
133,064 -5,283 
123,543 -19.456 
133,775 44,346 
136,158 47,071 
131,064 -72.404 
143,173 53,051 
117,655 -34,340 
130,749 26,856 
141,828 41,831 
122,412 -35,257 

'1,560,210 '107,445 

139.469 39,813 
135,727 37,878 
129,999 -18.490 
137,354 -13,364 
134,303 44.010 
129,422 21,323 
134.650 -93.939 
142,988 48.494 
118,726 -54,635 
134,802 25,624 
138,672 35,189 

2125.484 49,286 

1,601,595 22,618 

'Outlays In August 1997 have been increased by $587 million to reftect additional reportmg by 
the Bureau of the Public Debt 

Note Details may not add to totals due to rounding 



Table 2. Summary of Budget and Off-Budget Results and Financing of the U.S. Government, September 1997 and 
Other Periods 

[$ millions) 

Current Budget Prior 

Classification 
This 

Fiscal Estimates Fiscal Year 
Month 

Year to Date Full Fiscal to Date 
Year' (1996) 

Total on-budget and off-budget results: 
Total receipts 174,770 1,578,977 1,577,703 1,452,765 

On-budget receipts . 138,847 1,186,987 1,186,498 1,085,273 
Off-budget receipts 35,923 391,989 391,205 367,492 

Total outlays . 125,484 1,601,595 1,615,017 1,560,210 

On-budget outlays 91,678 1,290,594 1,301,960 1,259,308 
Off-budget outlays 33,806 311,000 313,057 300,901 

Total surplus (+) or deficit (-) +49,286 -22,618 -37,314 -107,445 

On-budget surplus (+) or deficit (-) +47,169 -103,607 -115,462 -174,035 
Off-budget surplus (+) or deficit (-) +2,118 +80,989 +78,148 +66,590 

Total on-budget and off-budget financing -49,286 22,618 37,314 107,445 

Means of financing: 
Borrowing from the public . -18,318 38,171 57,342 129,657 
Reduction of operating cash, increase (-) -31,545 603 4,225 -6,276 
By other means 577 -16,156 -24,253 -15,937 

'These figures are based on the Mid-Session Review of the FY 1998 Budget. released by the No Transactions 
Office of Management and Budget on September 5. 1997 Note: Details may not add to totals due to rounding. 

Figure 1. Monthly Receipts, Outlays, and Budget Deficit/Surplus of the U.S. Government, Fiscal Years 1996 and 1997 
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Budget 
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Next Fiscal 
Year (1998)' 

1,631,577 

1,219,773 
411,804 

1,689,914 

1,364,752 
325,162 

-58,337 

-144,979 
+86,642 

58,337 

81,599 

-23,262 



Figure 2. Monthly Receipts 01 the U.S. Government, by Source, Fiscal Years 1996 and 1997 
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Figure 3. Monthly Outlays 01 the U.S. Government, by Function, Fiscal Years 1996 and 1997 
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Table 3. Summary of Receipts and Outlays of the U.S. Government, September 1997 and Other Periods 
[$ millions] 

Classification This Month 

Budget Receipts 

Individual Income taxes 78,199 
Corporation income taxes 37,338 
Social insurance taxes and contributions: 

Employment taxes and contributions (off-budget) 35,923 
Employment taxes and contributions (on-budget) 11,090 
Unemployment insurance 247 
Other retirement contributions 342 

Excise taxes 5.719 
Estate and gift taxes 1,849 
Customs duties 1.590 
Miscellaneous receipts 2,474 

Total Receipts ................................................. 174,770 

(On-budget) .................................................. 138,847 

(Off-budget) ................................................. 35,923 

Budget Outlays 

Legislative Branch 176 
The Judiciary 252 
Executive Office of the President 16 
FundS Appropriated to the President 888 
Department of Agriculture 6,242 
Department of Commerce 345 
Department of Defense-Military 20,179 
Department of Defense-Civil 2.921 
Department of Education 3.862 
Department of Energy 1,316 
Department of Health and Human Services 26,521 
Department of Housing and Urban Development 422 
Department of the Interior 720 
Department of Justice 970 
Department of Labor 2,081 
Department of State 409 
Department of Transportation 3,840 
Department of the Treasury: 

Interest on the Public Debt 20,874 
Other -2,859 

Department of Veterans Affairs 1,827 
Environmental Protection Agency 645 
General Services Administration 304 
National Aeronautics and Space Administration 1,168 
Office of Personnel Management 3,814 
Small Business Admimstration 9 
Social Security Administration 30,559 
Other independent agencies 4,962 
Undistributed offsetting receipts 

Interest -349 
Other -6,630 

Total outlays ., ... " .......... , ....... " ........................ 125,484 

(On-budget) .. , ...... , ................................... , .... 91,678 

(Off-budget) ................................................. 33,806 

Surplus (+) or deficit (-) .................................... +49,286 

(On-budget) ....... , .... _., ........................ _ .......... +47,169 

(Off-budget) ................................................. +2,118 

'These f'gures are based on the Mid-SeSSion ReView of the FY 1998 Budget, released by the 
Office of Management and Budget on September 5, 1997. 
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Current 
Comparable Budget 

Fiscal Estimates 
Year to Date Prior Period 

Full Fiscal Year' 

737,466 656,417 732,924 
182,294 171,824 187,126 

391,989 367,492 391,205 
114,761 108,870 114,186 
28,202 28,584 28.755 

4,418 4,469 4,338 
56,926 54.015 55,878 
19,845 17.189 19.332 
17,927 18,671 18,038 
25,149 25,234 25,921 

1,578.977 1,452,765 1,577,703 

1,186,987 1,085,273 1,186,498 

391,989 367,492 391,205 

2,361 2,272 2.543 
3,259 3,061 3,617 

219 202 222 
10,192 9,711 9,443 
52,558 54,338 55,402 

3,780 3,703 3,821 
258.330 253,258 255,749 
33,833 32,535 34.253 
30.013 29.734 29.571 
14,470 16,204 15,156 

339,493 319.802 344.348 
27,833 25,240 29,075 
6,724 6,718 7,419 

14,291 11.950 13,853 
30,461 32,496 30,806 

5,237 4,955 5,487 
39,838 38,776 38,561 

2355,796 343,955 355,783 
23,585 21,381 24,419 
39,279 36.915 40,138 

6,167 6,046 6,372 
1,083 731 1,321 

14,358 13,882 14,444 
45,385 42.872 45.180 

334 872 460 
393,309 375,232 394,260 

4,378 9,076 7.629 

-104,992 -98,085 -104,623 
-49,978 -37,620 -49,692 

1,601,595 1,560,210 1,615,017 

1,290,594 1,259,308 1,301,960 

311.000 300,901 313,057 

-22,618 -107,445 -37,314 

-103,607 -174,035 -115,462 

+80,989 +66,590 +78,148 

'Outlays in August 1997 have been increased by $587 million to reflect addillonal reporting by 
the Bureau of the PubliC Debt 

Note: Details may not add to totals due to rounding 



Table 4. Receipts of the U.S. Government, September 1997 and Other Periods 
[$ millions] 

This Month Current Fiscal Year to Date Prior Fiscal Year to Date 

Classification 
Gross I Refunds I Receipts Gross I Refunds I Receipts Gross I Refunds j 

ReceIpts (Deduct) ReceIpts (Deduct) Receipts (Deduct) Receipts 

Ind,v,dual Income taxes: 
W,thheld 
Pres'dent,al Elect,on CampaIgn Fund 
Other 

Total-Individual Income taxes 

CorporatIon income taxes 

Social insurance taxes and contributions: 
Employment taxes and controbutlons 

Federal old-age and surVIvors Ins trust fund 
Federal Insurance Controbutlons Act taxes 
Self-Employment Controbutlons Act taxes 
DepOSIts by States 
Other 

Total-FOASI trust fund 

Federal dIsabIlity Insurance trust fund 
Federal Insurance ContributIons Act taxes 
Self-Employment ControbullOns Act taxes 
Depos,ts by States 

Total-FDI trust fund 

Federal hospital Insurance trust fund: 
Federal Insurance Contributions Act taxes 
Self-Employment Controbutlons Act taxes 
Receipts from Railroad Retirement Board 
DepOSIts by States 

Total-FHI trust fund 

Railroad retirement accounts' 
Rail Industry pension fund 
Railroad Social Securoty eqUivalent benefit 

Total-Employment taxes and controbullOns 

Unemployment Insurance 
State taxes depOSited In Treasury 
Federal Unemployment Tax Act taxes 
Railroad unemployment taxes 

Total-Unemployment Insurance 

Other retirement contributIons 
Federal employees retirement - employee 
controbutlons 

Controbutlons for non-federal employees 

Total-Other retirement controbutlons 

Total-Social insurance taxes and 
contributions "" .. "",,, .... ,.,,,,,,,,,,.,,,,,,,,,, 

Excise taxes: 
M,scellaneous eXCIse taxes' 
A,rport and aIrway trust fund 
Highway trust fund 
Black lung disability trust fund 

Total-Excise taxes """"",.,.""",,,,,,,,,,,,,.,,, 

Estate and gilt taxes ,.""""., .. """."".",,,,,,,.,,,,. 

Customs duties ., .. """""" .... """"."., ... """".,. 

Miscellaneous Receipts: 
DepOSits of earnings by Federal Reserve banks 
All other 

Total 

Total 

Total 

Total 

Miscellaneous receipts 

Receipts 

On-budget 

Oil· budget 

'44.442 
1 

'36.230 

80,673 

39,133 

'28.482 
'3.450 

( .. ) 
( .. ) 

31,932 

'4.503 
'542 
( .. ) 

5,045 

'9,318 
'1,381 

( .. ) 
10.698 

192 
196 

48064 

205 
46 

( .. ) 
251 

336 
5 

342 

48.656 

4.000 
152 

1 ,832 
72 

6,056 

1.897 

1,730 

1.868 
612 

2,479 

180,624 

143,647 

36,977 

'Ir> dc\.'oraarCI? · .... ·tr ~I')e S0Clal SE'{'unty Act as amended Individual Income Taxes Withheld 
nd~(' t'E"t?" ·ncreaSE'd and Federal Insurance Contributions AC! Taxes correspondingly decreaSed 
~~ S~£I.- rn,IIJCW to correct estimates for ttle quar1er ending Septemoef 30 1996 !ndlvldual 
Inll"\;"'"'e Ta"es \\~"""eld I"line also Df>en ~ncreased and Federal Insurance Contributions Act 
T all.C'::-' ,:C'r'es~nOI"91', ,JecreaseC ~~ 53:" million to correct the estimates for calendar year 1996 
anJ ;,)f 2' In(ll\'uudl I~C0rne Taxe5 Other t'la .. e been decreaseo ana Self-Employment 

2.474 

1,795 

895 

895 

158 

158 

-3 

-3 

( .. ) 

1.051 

4 

4 

1,055 

239 
8 

90 

337 

49 

139 

5 

5 

78,199 

37.338 

27.587 
3.450 

( .. ) 
( .. ) 

31,036 

4,345 
542 
( .. ) 

4,887 

9,320 
1,381 

( .. ) 
10.701 

192 
196 

47.013 

205 
42 

( .. ) 
247 

336 
5 

342 

47,601 

3,762 
144 

1.742 
72 

5,719 

1,849 

1,590 

1.868 
607 

2,474 

580.207 
67 

250.752 

831.026 

204.492 

319,524 
18,070 

30 
( .. ) 

337,624 

52,381 
3,044 

-6 

55.419 

103,500 
6,844 

380 
-17 

110.707 

2,394 
1,669 

507,812 

22,071 
6,208 

28 

28,307 

4,344 
74 

4.418 

540,538 

29,368 
4,044 

24,665 
614 

58,690 

20,356 

19,872 

19,636 
5.537 

25,173 

93,560 737.466 

22,199 182,294 

895 318,628 
18,070 

30 
( .. ) 

895 336,728 

158 52,223 
3,044 

6 

158 55,261 

-3 103,503 
6,844 

380 
- 17 

3 110,710 

12 2,383 
1,669 

1,062 506,750 

22,071 
105 6,103 

28 

105 28,202 

1.167 

931 
37 

798 

1,765 

511 

1,945 

24 

24 

4,344 
74 

4,418 

539.371 

28,437 
4,007 

23,867 
614 

56,926 

19,845 

17,927 

19,636 
5,513 

25,149 

533.080 
66 

212.168 

745.314 

189.055 

296,322 
16,983 

33 
(") 

313.271 

52,736 
3,146 

( .. ) 
55,882 

97,866 
6,752 

362 
1 

104,980 

2,428 
1,537 

478,099 

22,706 
5,957 

24 

28,687 

4,389 
80 

4,469 

511.255 

27,698 
2,405 

25,309 
614 

56,027 

17,592 

19,788 

20,477 
4,878 

25,355 

88,897 656.417 

17,231 171.824 

1.403 294,919 
16,983 

-33 
( .. ) 

1.403 311,869 

259 52.477 
3,146 

( .. ) 
259 55,623 

-17 

-17 

97,883 
6,752 

362 
1 

104,998 

93 2,335 
1,537 

1,737 476,362 

22,706 
103 5,854 

24 

103 28,584 

1.840 

1 ,317 
36 

658 

2,011 

403 

1,117 

121 

121 

4,389 
80 

4,469 

509.415 

26,381 
2,369 

24,651 
614 

54,015 

17.189 

18,671 

20,477 
4,757 

25,234 

5,854 174,770 1,700,148 121,171 1,578,977 1,564,385 111,620 1,452,765 

4,800 138,847 1,307,105 120,118 1,186,987 1,195,232 109,959 1,085,273 

1,053 

6 

35,923 393,043 1,053 391,989 369,153 1,662 367,492 

Contribution Act T axes correspondingly Increased by $516 million to correct estimates for the 
calendar year 1994 and pnor 

llncludes amounts for the Windfall profits tax pursuant to P L 96-223 
No Transactions 

,. , I Less than 5500 000 
Note Detads may not add to totals due to rounding 



Table 5. Outlays of the U.S. Government, September 1997 and Other Periods 
[$ millions) 

This Month Current Fiscal Year to Date 
Classification 

Gross !APPlicable! Outlays Gross IAPPlicablel Outla s 
Outlays Receipts Outlays Receipts y 

Legislative Branch: 
Senate 38 (") 38 424 2 422 
House of Representatives 63 (") 63 758 1 757 
Joint items 7 7 84 84 
Congressional Budget Office 2 2 23 23 
Architect of the Capitol 14 13 164 8 156 
Library of Congress 31 31 497 497 
Government Printing Office: 

Revolving fund (net) ~4 ~4 ~17 ~17 

General fund appropriations 8 8 104 104 
General Accounting Office 24 24 332 332 
United States Tax Court 2 2 32 32 
Other Legislative Branch agencies 1 1 10 10 
Proprietary receipts frorn the public ~1 8 ~8 

Intrabudgetary transactions ~8 ~8 ~32 ~32 

Total-Legislative Branch ................................ 178 2 176 2,380 19 2,361 

The Judiciary: 
Supreme Court of the United States 3 3 28 28 
Courts of Appeals. District Courts. and other judicial 
services 239 (") 239 3.090 8 3.082 

Other ........... 10 10 148 148 

Total-The Judiciary ..................................... 252 (* *) 252 3,267 8 3,259 

Executive Office of the President: 
Compensation of the President and the White House 
Office 3 3 39 39 

Office of Management and Budget 4 4 56 56 
Other ............... 10 10 125 125 

Total-Executive Office of the President .............. 16 16 219 219 

Funds Appropriated to the President: 
International Security Assistance: 

Foreign military loan program . . . . . . . . . . . . . 25 50 ~25 389 517 ~128 

Foreign military financing program 124 124 2.960 2.960 
Economic support fund . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 112 112 2.226 2.226 
Other . . . . . . . . . . . . . . . . 11 11 217 217 
Proprietary receipts from the public 150 ~150 872 ~872 

Total-International Security Assistance 272 200 72 5.792 1.389 4,403 

Intemational Development Assistance: 
Multilateral Assistance: 

Contribution to the International Development 
Association 1.227 1.227 

International organizations and programs 15 15 307 307 
Other. 75 75 608 608 

Total-Multilateral Assistance 89 89 2.141 2.141 

Agency for International Development: 
Economic assistance loans 2 59 ~58 13 924 ~911 

Sustainable development aSSistance program ~49 ~49 1.162 1.162 
ASSistance for Eastern Europe and the Baltic States 108 108 539 539 
Assistance for the new independent States of the 
Former Soviet Union 134 134 724 724 

Development fund for Africa 66 66 565 565 
Operating expenses ................ 55 55 455 455 
Payment to the Foreign Service retirement and 
disability fund 44 44 

Other 155 4 150 321 82 239 
Proprietary receipts from the public ~1 1 
Intra budgetary transactions ~3 ~3 ~3 ~3 

Total-Agency for International Development 467 64 403 3.819 1.005 2.814 

Overseas Private Investment Corporation 7 19 ~12 75 295 ~220 

Peace Corps 21 21 226 (") 226 
Other 12 12 75 75 

Total-International Development ASSistance 597 83 514 6.336 1.300 5.036 

International Monetary Programs ~17 ~17 787 787 
Military Sales Programs: 

6 (") 6 14 89 ~75 Special defense acquisition fund 
Foreign military sales trust fund 1.328 1.328 15.096 15.096 
Kuwait civil reconstruction trust fund (") ( .. ) (") (") 

Proprietary receipts from the public 1.027 ~1.027 15.128 ~15.128 

Other 11 11 72 72 

Total-Funds Appropriated to the President ........... 2,197 1,309 888 28,098 17,906 10,192 

7 

Prior Fiscal Year to Date 

Gross !APPlicable! Outla s 
Outlays Receipts y 

421 2 419 
742 1 741 

78 78 
22 22 

154 8 146 
349 349 

~7 ~7 

112 112 
401 401 
32 32 
16 16 

13 ~13 

~25 ~25 

2,296 24 2,272 

28 28 

2.889 7 2.883 
150 150 

3,067 7 3,061 

39 39 
55 55 

107 107 

202 202 

434 587 ~153 

2.946 2.946 
2.237 2.237 

129 129 
905 ~905 

5.746 1,492 4.254 

1.180 1.180 
302 302 
601 6 595 

2.083 6 2.077 

~863 17 ~879 

1.355 1.355 
444 444 

765 765 
645 645 
467 467 

44 44 
289 60 229 

10 ~10 

~2 ~2 

3.145 86 3.059 

75 286 ~211 

215 215 
84 84 

5.603 378 5.224 

694 694 

36 173 ~137 

14.323 14.323 
(") (") 

14.747 ~14.747 

101 101 

26,501 16,790 9,711 



Table 5. Outlays of the U.S. Government, September 1997 and Other Periods-Continued 
[$ millions) 

This Month Current Fiscal Year to Date 

Classification 
Gross lAPPlicablel Gross !APPlic.able! Outla 5 

Outlays Receipts 
Outlays Outlays Receipts y 

Department of Agriculture: 
Agncultural Research Service 61 61 770 770 
Cooperative State Research. Education. and ExtenSion 

Service 
Cooperative state research acllv,t,es 39 39 402 402 
Extension activities 44 44 420 420 
Other 5 5 49 49 

Animal and Plant Health Inspection Service 37 37 508 508 
Food Safety and Inspection Service 45 45 574 574 
Agncultural Marketing Service 101 2 99 713 3 710 
Risk Management Agency 

Administrative and operating expenses 5 5 53 53 
Federal crop Insurance corporation fund 146 (' ') 145 1,465 493 972 

Farm Service Agency: 
Salanes and expenses 99 99 756 756 
Commodity Credit Corporation 3.519 719 2,800 14,916 7,709 7,207 
Agncultural credit insurance fund 157 60 98 574 1,289 -715 
Other 10 10 119 119 

Total-Farm Service Agency 3,786 779 3.007 16,365 8,998 7,367 

Natural Resources Conservation Service: 
Conservation operallOns 42 42 637 637 
Watershed and flood prevention operations 15 15 235 235 
Other 13 13 105 105 

Rural Utllllles Service: 
Rural water and waste disposal fund 68 68 556 556 
Rural electnflcatlon and telecommunications fund 646 423 223 2,671 3,310 -638 
Rural development Insurance fund 39 40 -1 647 503 144 
Other 21 13 8 116 603 -488 

Rural Housing Service' 
Rural housing Insurance fund 210 194 16 2,877 2,320 558 
Rental assistance program 42 42 512 512 
Other 35 35 149 149 

Foreign Agricultural Service 49 49 506 506 

Food and Consumer Service 
Food stamp program 1,703 1,703 22,857 22,857 
Child nutntlon programs 355 355 8,265 8,265 
Women. Infants and children programs 279 279 3,866 3,866 
Other 32 32 424 424 

Total-Food and Consumer Service 2,369 2,369 35,413 35,413 

Forest Service' 
NallOnal forest system 74 74 1,260 1,260 
Wildland fire management 33 33 734 734 
Forest service permanent appropriallOns 30 30 372 372 
Other 136 136 842 842 

Total-Forest Service 273 273 3,209 3,209 

Other 56 3 53 651 34 617 
Propnetary receipts from the publiC 450 -450 1,190 -1,190 
Intrabudgetary transactions ( .. ) ( .. ) 408 408 

Total-Department of Agriculture ....................... 8,147 1,905 6,242 70,011 17,453 52,558 

Department of Commerce: 
Economic Development Administration 41 ( .. ) 41 429 18 410 
Bureau of the Census 24 24 282 282 
Promotion of Industry and Commerce 11 11 342 342 

SCience and Technology 
NallOnal Oceanic and AtmospheriC AdminlstrallOn 248 10 239 2,014 23 1,991 
NallOnal Institute of Standards and Technology 61 61 681 681 
Other -12 2 -14 142 30 112 

Total-Science and Technology 298 12 286 2,837 53 2,784 

Other 4 -6 94 3 91 
Proprietary receipts from the public 11 -11 130 -130 
Intrabudgetary transactions ( .. ) ( .. ) 

Total-Department of Commerce ....................... 370 25 345 3,984 205 3,780 
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Prior Fiscal Year to Oltl 

Gross !APPlicablel 
Outlays Receipts Outley. 

740 740 

417 417 
403 403 

31 31 
487 487 
537 537 
608 ( .. ) 608 

9 9 
2,109 349 1,759 

739 739 
12,888 8,242 4,646 

636 1,301 -665 
1,859 1,859 

16,122 9,543 6,579 

626 626 
259 259 
176 176 

621 621 
2,408 3,790 -1,382 

678 472 206 
204 220 -16 

3,408 2,621 787 
482 482 
173 173 
612 612 

25,359 25,359 
7,875 7,875 
3,679 3,679 

472 472 

37,386 37,386 

1,286 1,286 
466 466 
555 555 

1,104 1,104 

3,411 3,411 

606 37 569 
1,052 -1,052 

-88 -88 

72,423 18,085 54,33B 

419 9 410 

260 260 

334 334 

2,059 14 2,046 

574 574 

130 27 103 

2,763 41 2,722 

104 104 

128 -128 
( .. ) ( .. ) 

3,881 178 3,703 



Table 5, Outlays of the U,S, Government, September 1997 and Other Periods-Continued 
[$ millions] 

This Month Current Fiscal Year to Date 

Classification 
Gross IAPPlicabl1 Outlays Gross IAPPlicablel 0 tl 

Outlays Receipts Outlays Receipts u ays 

Department of Defense-Military: 
Military personnel: 

Department of the Army 1,116 1,116 25,799 25,799 
Department of the Navy 1,369 1,369 24,773 24,773 
Department of the Air Force 967 967 19,151 19,151 

Total-Military personnel ........... ............. 3,452 3,452 69,722 69,722 

Operation and maintenance: 
Department of the Army 2,579 2,579 23,067 23,067 
Department of the Navy ............ 3,065 3,065 25,089 25,089 
Department of the Air Force 1,963 1,963 23,576 23,576 
Defense agencies . . . . . . . . . . . . . . . . . . . . . . . . .......... 1,803 1,803 20,758 20,758 

Total-Operation and maintenance 9,411 9,411 92,490 92,490 

Procurement: 
Department of the Army 706 706 8,167 8,167 
Department of the Navy ............. 1,602 1,602 18,272 18,272 
Department of the Air Force ... 1,751 1,751 17,911 17,911 
Defense agencies 441 441 3,310 3,310 

Total-Procurement 4,500 4,500 47,659 47,659 

Research, development, test, and evaluation: 
Department of the Army . . . . . . . . . . . . 395 395 4,859 4,859 
Department of the Navy ............ 765 765 8,220 8,220 
Department of the Air Force 1,319 1,319 14,040 14,040 
Defense agencies .. ' . . . . . . . . . . . . . . . ........... 1,007 1,007 9,907 9,907 

Total-Research. development, test and evaluation 3,485 3,485 37,026 37,026 

Military construction: 
Department of the Army .............. 35 35 896 896 
Department of the Navy 33 33 578 578 
Department of the Air Force 112 112 1,034 1,034 
Defense agencies 393 393 3,680 3,680 

Total-Military construction ............. 573 573 6,188 6,188 

Family housing: 
Department of the Army ............ 142 142 1,392 1,392 
Department of the Navy ........... 140 140 1,377 1,377 
Department of the Air Force 136 136 1,156 1,156 
Defense agencies ... , ........... .............. 14 6 8 146 67 79 

Revolving and management funds: 
Department of the Army -1 -1 -62 -62 
Department of the Navy ............... 190 190 568 568 
Department of the Air Force 1 
Defense agencies: 

Defense business operations fund -472 -472 2,420 2,420 
Other 72 72 -246 7 -253 

Trust funds: 
Department of the Army (' ') ( .. ) ( .. ) ( .. ) 
Department of the Navy 1 1 25 3 22 

Department of the Air Force ........... 2 r ') 15 14 1 

Defense agencies 70 70 224 224 

Proprietary receipts from the public: 
Department of the Army 133 -133 468 -468 

Department of the Navy -50 50 77 -77 

Department of the Air Force 269 -269 454 -454 

Defense agencies ............ 154 -154 451 -451 

Intrabudgetary transactions: 
Department of the Army ............ -46 -46 

Department of the Navy -816 -816 -57 -57 

Department of the Air Force ... -127 -127 

Defense agencies ........... . . . . . . . . . . . -32 -32 -164 -164 

Offsetting governmental receipts: 
Department of the Army .. ........... -1 11 -11 

Defense agencies .......... ............ ( .. ) r') 

Total-Department of Defense-Military ............. 20,693 514 20,179 259,882 1,552 258,330 
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Prior Fiscal Year to Date 

Gross IAPPlicablel 0 tl 
Outlays Receipts u ays 

24,439 24,439 
23,849 23,849 
18,381 18,381 

66,669 66,669 

22,466 22,466 
22,403 22,403 
23,291 23,291 
20,600 20,600 

88,761 88,761 

7,281 7,281 
19,239 19,239 
18,465 18,465 
3,928 3,928 

48,912 48,912 

4,925 4,925 
9,404 9,404 

13,056 13,056 
9,176 9,176 

36,561 36,561 

998 998 
526 526 

1,229 1,229 
3,931 3,931 

6,684 6,684 

1,312 1,312 
1,368 1,368 
1,104 1,104 

132 88 44 

96 96 
1,507 1,507 

-1 -1 

1,187 1,187 
-278 5 -283 

( .. ) ( .. ) 
36 13 23 
11 10 ( .. ) 

258 258 

402 -402 
-385 385 

231 -231 
367 -367 

-45 -45 

-271 -271 

14 -14 
( .. ) ( .. ) 

254,003 746 253,258 



Table 5. Outlays of the U.S. Government, September 1997 and Other Periods-Continued 
[$ millions) 

This Month Current Fiscal Year to Date 

Classification 
Gross JAPPlicablej Gross jAPPlic,ablel Outla s 

Outlays Receipts 
Outlays Outlays Receipts y 

Department of Defense-Civil 
Corps of Engineers 

Construction general 117 117 948 948 
Operation and maintenance, general 179 179 1,280 1,280 
Other 98 98 1,589 1,589 
Proprietary receipts from the public 21 -21 219 -219 

Total-Corps of Engineers 394 21 372 3,818 219 3,599 

MIlitary Retirement 
Payment to military retirement fund 15,151 15,151 
Military retirement fund 2,541 2,541 30,188 30,188 
Intra budgetary transactions -15,151 -15,151 

Education benefits 2 2 -16 -16 
Other 6 6 77 1 75 
Proprietary receipts from the publiC -1 14 -14 

Total-Department of Defense-Civil ................... 2.943 22 2.921 34,067 234 33,833 

Department of Education: 
Office of Elementary and Secondary Education' 

EducatiOn for the disadvantaged 477 477 7,199 7,199 
Impact aid 45 45 656 656 
School Improvement programs 104 104 1,276 1,276 
Other 59 59 488 488 

Total-Office of Elementary and Secondary 
Education 685 685 9,619 9,619 

Office of BIlingual Education and Minority Languages 
AffairS 10 10 181 181 

Office of Special Education and Rehabilitative Services' 
SpeCial education 223 223 3,305 3,305 
Rehabilitation services and disability research 208 208 2,462 2,462 
Special Institutions for persons With disabilities 12 12 129 129 

Office of Vocational and Adult Education 115 115 1,402 1,402 

Office of Postsecondary EducatiOn' 
College housing and academiC facilities loans -1 -2 5 47 -42 
Student financial assistance 958 958 7,247 7,247 
Higher education 114 114 877 877 
Howard University 15 15 199 199 
Federal direct student loan program 38 38 659 659 
Federal family education loans 1,463 1,463 3,320 3,320 

Total-Offtce of Postsecondary Education 2,586 2,585 12,306 47 12,260 

Office of Educational Research and Improvement 45 45 340 340 
Depar1mental management 33 33 413 413 
Proprietary receipts from the publiC 55 -55 99 -99 

Total-Department of Education . . . . . . . . . . . . . . . . . . . . . . . . 3,917 56 3,862 30,158 145 30,013 

Department of Energy: 
AtomiC Energy Defense ActiVities 

Weapons actiVities 266 266 3,951 3,951 
Defense enVifonmental restoration and waste 
management 419 419 5,571 5,571 

Other defense actiVities 171 171 1,584 1,584 
Defense nuclear waste disposal 19 19 171 171 

Energy Programs 
General sCience and research actiVities 58 58 1,022 1,022 
Energy supply. Rand D actiVities 235 235 2,992 2,992 
FOSSil energy research and development 33 33 421 421 
Energy conservation 56 56 572 572 
Strategic petroleum reserve 24 24 242 242 
Clean coal technology 3 3 98 98 
Nuclear waste disposal fund 17 17 165 165 
Uranium enrichment decontamination and 
decommissioning fund 25 25 180 180 

Other -104 -105 379 7 372 
Total-Energy Programs 347 346 6,071 7 6,065 

Power Marketing Administration 491 132 358 1,878 1,795 83 
Depar1menlal administration -66 -66 156 156 
Proprietary receipts from the publiC 144 -144 2,179 -2,179 
Intrabudgetary tra%actlons -8 -8 -885 -885 
Offsetting governmental receipts 46 -46 46 -46 

Total-Department 01 Energy ............................ 1,640 323 1,316 18,497 4,027 14,470 
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Prior Fiscal Year to Oat. 

Gross -jAPPlicable j 
Outlays Receipts Outlay. 

1,061 1,061 
1,256 1,256 
1,530 1,530 

219 -219 

3,846 219 3,627 

10,699 10,699 
28,831 28,831 

-10,699 -10,699 
19 19 
76 5 72 

14 -14 

32,773 238 32,535 

7,020 7,020 
952 952 

1,246 1,246 
350 350 

9,569 9,569 

185 185 

3,222 3,222 
2,410 2,410 

127 127 
1,348 1,348 

11 54 -43 
6,862 6,862 

848 848 
194 194 
595 595 

3,664 3,664 

12,174 54 12,120 

311 311 
503 503 

61 -61 

29,849 115 29,734 

3,873 3,873 

6,130 6,130 
1,473 1,473 

151 151 

1,054 1,054 
3,115 3,115 

471 471 

624 624 

236 236 

248 248 

195 195 

317 317 

423 421 

6,682 6,681 

2,027 1,840 187 

298 298 

1,960 -1,960 

-579 -579 

50 -SO 

20,055 3,852 18.204 



Table 5. Outlays of the U.S. Government, September 1997 and Other Periods-Continued 
[$ millions] 

This Month Current Fiscal Year to Date 

Classification 
Gross I Applicable I Outlays Gross IAPPlicabli 0 tl 

Outlays Receipts Outlays Receipts u ays 

Department of Health and Human Services: 
Public Health Service: 

Food and Drug Administration 67 ( .. ) 67 878 5 873 
Health Resources and Services Administration 429 429 3.556 31 3.526 
Indian Health Services 165 165 2.176 2.176 
Centers for Disease Control and Prevention 146 146 2.249 2.249 
National Institutes of Health 75 75 11.199 11.199 
Substance Abuse and Mental Health Services 
Administration 244 244 1.622 1.622 

Agency for Health Care Policy and Research 40 40 110 110 

Total-Public Health Service '1.167 1.165 21,790 35 21.755 

Health Care Financing Administration 
Grants to States for Medicaid 8.927 8.927 95.552 95.552 
Payments to health care trust funds 4.992 4.992 63.674 63.674 

Federal hospital insurance trust fund: 
Benefit payments 9.779 9.779 136.175 136.175 
Administrative expenses 96 96 1.203 1.203 
Quinquennial military service credit adjustment 

Total-FHI trust fund 9.875 9.875 137.378 137.378 

Health care fraud and abuse control 42 42 506 506 

Federal supplementary medical insurance trust fund: 
Benefit payments 4.989 4.989 71.133 71.133 
Administrative expenses 134 134 1,420 1,420 

Total-FSMI trust fund 5.123 5.123 72.553 72.553 

Other -7 -7 2 2 

Total-Health Care Financing Administralton '28.952 28.952 369.665 369.665 

Administration for Children and Families: 
Temporary assistance for needy families 1.026 1.026 9.726 9,726 
Family support payments to States 730 730 5.345 5.345 
Low income home energy assistance 64 64 1.221 1.221 
Refugee and entrant assistance 67 67 323 323 
Payments to States for the job opportunities and basic 
skills training program 34 34 445 445 

Child care entitlement to States 142 142 1.398 1.398 
Payments to States for the child care and development 
block grant 87 87 909 909 

SOcial services block grant . 164 164 2.572 2.572 
Children and families services programs 612 612 5.122 5.122 
Payments to States for foster care and adoption 
aSSistance 299 299 4.047 4.047 

Other 43 43 241 241 

Total-Administration for Children and Families '3.269 3.269 31.349 31.349 

Administration on Aging 70 70 828 828 
Other '142 142 430 430 
Proprietary receipts from the public 2.085 -2.085 20.813 -20.813 
Intrabudgetary transactions: 

Payments for health insurance for the aged: 
Federal supplementary medical insurance trust fund -4.980 -4.980 -59,471 -59,471 

Payments for tax and other credits: 
Federal hospital insurance trust fund -12 -12 -4.249 -4.249 

Quinquennial adjustment for military service credits 
from FHI 

TOlal-Department of Health and Human Services 28,607 2,087 26,521 360,342 20,849 339,493 
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Prior Fiscal Year to Date 

Gross jAPPlicable! Outla s 
Outlays Receipts Y 

870 4 865 
3.960 3.960 
2.032 2.032 
2.167 2.167 

10.217 10,217 

2,083 2.083 
81 81 

21,410 4 21,406 

91.990 91.990 
66.325 66.325 

124.088 124.088 
1.229 1.229 
2.366 2.366 

127.683 127.683 

67.176 67,176 
1.771 1.771 

68.946 68.946 

-46 -46 

354.898 354.898 

16.670 16.670 
1.067 1.067 

361 361 

931 931 

933 933 
2,484 2,484 
4.750 4.750 

3.691 3.691 
135 135 

31.023 31.023 

818 818 
435 435 

20.088 -20.088 

-61.702 -61.702 

-4.623 -4,623 

-2.366 -2.366 

339,894 20,092 319,802 



Table 5. Outlays of the U.S, Government, September 1997 and Other Periods-Continued 
[$ millions] 

This Month Current Fiscal Year to Date 

Classification 
Gross IAPPlicablel Gross !APPlicable! Outla s 

Outlays Receipts 
Outlays Outlays Receipts y 

Department of Housing and Urban Development: 
Housmg Programs 

PubliC enterprise funds 4 13 -9 113 108 5 
Credit accounts 

Federal housing administration fund 5.650 6.686 -1.036 18.817 21.270 -2,452 

HOUSing for the elderly or handicapped fund 2 68 -66 579 720 -141 

Other 82 82 818 818 
Rent supplement payments 4 4 57 57 

Homeownershlp assistance 56 56 129 129 
Rental housing assistance 3 3 603 603 
Rental houSing development grants r 'J (0 oJ 
Low-rent public houSing 22 22 626 626 
PubliC housing grants 334 334 3,736 3,736 
College housing grants 1 1 16 ("J 16 
Lower Income housing assistance 706 706 8.846 8,846 
Section 8 contract renewals -101 -101 6,233 6,233 
Other 339 339 2,321 2,321 

Total-Housing Programs 7,102 6,766 336 42,894 22,097 20,797 

PubliC and Indian HOUSing Programs' 
Low-rent publiC hOUSing-loans and other expenses 3 ("J 3 298 177 122 
Payments for operation of lOW-Income housing 
projects 39 39 1,529 1 ,529 

Community Partnerships Against Crime 34 34 291 291 
Other 14 14 206 206 

Total-Public and Indian HOUSing Programs 91 ("J 91 2,324 177 2,147 

Government National Mortgage ASSOCiation' 
Management and liqUidating functions fund 
Guarantees of mortgage-backed securities 22 56 -34 204 796 -592 

Total-Government National Mortgage Association 22 56 -34 204 796 -592 

Community Planning and Development: 
Community development grants 399 399 4,516 4,516 
Home Investment partnerships program 107 107 1,211 1,211 
Other 27 7 20 328 101 227 

Total-CommUnity Planning and Development 533 7 527 6,055 101 5,954 

Management and Administration 34 34 474 474 
Other 6 6 59 59 
Proprietary receipts from the publiC 538 -538 992 -992 
Offsetting governmental receipts 15 -15 

Total-Department of Housing and Urban 
Development ............................................. 7,789 7,367 422 52,011 24,178 27,833 

Department of the Interior: 
Land and Minerals Management. 

Bureau of Land Management 
Management of lands and resources 38 38 562 562 
Other 243 2 241 705 12 693 

Minerals Management Service 54 54 737 737 
Office of Surlace Mlnmg Reclamation and 
Enforcement 26 26 319 319 

Total-Land and Minerals Management 361 2 360 2.323 12 2,312 

Water and SCience 
Bureau of Reclamation 

Water and related resources 62 62 504 504 
Other 33 15 18 374 161 213 

United States Geological Survey 44 44 714 714 
Other 6 6 67 67 

Total-Water and SCience 145 15 130 1.659 161 1,498 

Fish and Wildlife and Parks 
United States Fish and Wildlife Service 138 138 1.250 1,250 
National Park Service 145 145 1,601 1.601 

Total-Fish and Wildlife and Parks 282 282 2.851 2,851 
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Prior Fiscal Year to Date 

Gross IAPPlicable! 
Outlays Receipts Outlays 

188 126 62 

15.853 19.518 -3.665 
442 624 -182 
720 720 

92 92 
62 62 

664 664 

637 637 
3,911 3.911 

17 (' 'J 17 
9,294 9,294 
5.566 5,566 

429 429 

37,875 20,268 17.607 

263 199 64 

2,688 2,688 
259 259 
111 111 

3,321 199 3,121 

("J ("") 
227 789 -562 

227 789 -563 

4,545 4,545 
1.206 1,206 

364 159 205 

6,114 159 5,955 

426 426 
68 68 

1,362 -1,362 
13 -13 

48,031 22,791 25,240 

531 531 
619 27 592 
641 641 

313 313 

2,105 27 2,078 

540 540 

405 113 292 

687 687 

110 110 

1,742 113 1,629 

1,220 1,220 

1.522 1,522 

2,742 2.742 



Table 5. Outlays of the U.S. Government, September 1997 and Other Periods-Continued 
[$ millions} 

This Month Current Fiscal Year to Date 

Classification 
Gross !APPlicable! Outlays Gross lAPPlicable! 

Oullays Receipts Outlays Receipts Outlays 

Department of the Interior:-Continued 
Bureau of Indian Affairs: 

Operation of Indian programs 127 127 1,474 1,474 
Indian tribal funds 28 28 317 317 
Other 36 36 330 7 323 

Total-Bureau of Indian Affairs 191 191 2,120 7 2,114 

Departmental Offices: 
Insular affairs 89 89 335 335 
Other 4 4 169 169 

Proprietary receipts from the public ... 250 ~250 2,251 ~2,251 

Intrabudgetary transactions ~85 ~85 ~304 ~304 

Total-Department of the Interior ....................... 988 268 720 9,154 2,431 6,724 

Department of Justice: 
General Administration -13 ~13 262 262 
Legal Activities 220 220 2,751 2,751 
Federal Bureau of Investigation 193 193 2,699 2,699 
Drug Enforcement Administration . 79 79 969 969 
Immigration and Naturalization Service 200 200 2,770 2.770 
Federal Prison System 243 14 229 3,108 169 2,939 
Office of Justice Programs: 

Community oriented policing services 60 60 616 616 
Violent crime reduction programs 47 47 1,172 1.172 
Other .. ' 74 74 969 969 

Other 43 43 395 395 
Intrabudgetary transactions ~11 ~11 ~63 -63 
Offsetting governmental receipts 153 ~153 1,186 ~1,186 

Total-Department of Justice ........................... 1,137 167 970 15,647 1,355 14,291 

Department of Labor: 
Employment and Training Administration: 

Training and employment services 409 409 4,432 4,432 
Community Service Employment for Older Americans 33 33 401 401 
Federal unemployment benefits and allowances 26 26 312 312 
State unemployment insurance and employment service 
operations 22 22 74 74 

Advances to the unemployment trust fund and other 
funds ........... 365 365 390 390 

Unemployment trust fund: 
Federal-State unemployment insurance: 

State unemployment benefits 1,432 1,432 20,829 20,829 
State administrative expenses .. 239 239 3,088 3,088 
Federal administrative expenses 9 9 208 208 
Veterans employment and training 16 16 172 172 

Other. ( .. ) (") 3 3 

Total-Unemployment trust fund 1,697 1,697 24,300 24,300 

Other 9 9 82 82 

Total-Employment and Training Administration 2,560 2,560 29,990 29,990 

Pension Benefit Guaranty Corporation 82 452 -370 969 2,165 ~1,197 

Employment Standards Administration: 
Salaries and expenses 30 30 283 283 
Special benefits ~379 ~379 95 95 
Black lung disability trust fund 512 512 995 995 
Other 9 9 142 142 

Occupational Safety and Health Administration 27 27 320 320 
Bureau of Labor Statistics 36 36 320 320 
Other .. 43 43 464 464 
Proprietary receipts from the public . (' ') (- ') 5 -5 
Intrabudgetary transactions ~387 ~387 -948 ~948 

Total-Department of Labor ............................. 2,533 452 2,081 32,631 2,170 30,461 
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Prior Fiscal Year to Date 

Gross !APPlicablel 0 tl 
Outlays Receipts u ays 

1,442 1,442 
247 247 
330 13 317 

2,019 13 2,006 

320 320 
127 127 

1,926 -1,926 
~258 ~258 

8,797 2,079 6,718 

195 195 
2,709 2,709 
2,305 2.305 

746 746 
2,246 2,246 
3.151 138 3.013 

313 313 
391 391 
704 704 
352 352 
-37 ~37 

987 -987 

13,075 1,125 11,950 

4.296 4,296 
382 382 
289 289 

96 96 

436 436 

22,600 22,600 
3,180 3,180 

196 196 
167 167 

3 3 

26,146 26,146 

80 80 

31,726 31,726 

1,001 1,852 ~851 

258 258 
70 70 

986 986 
135 135 
288 288 
281 281 
436 436 

6 ~6 

~826 -826 

34,353 1,857 32,496 



Table 5. Outlays of the U.S. Government, September 1997 and Other Periods-Continued 
[$ millions] 

This Month Current Fiscal Year to Date 

Classification 
Gross !APPlicable! Outla s Gross IAPPlicablel Outla s 

Outlays Receipts y Outlays Receipts y 

Department of State: 
Administration of Foreign Affairs 

Diplomatic and consular programs 181 181 1,575 1,575 

Secunty and maintenance of United States MISSions 2 2 469 469 

Payment to ForeIgn ServIce retirement and disabIlity 
fund 230 230 

Foreign Service retirement and disability fund 42 42 499 499 

Other 13 13 435 435 

Total-Administration of Foreign Affairs 237 237 3,208 3,208 

International Organlzattons and Conferences 113 113 1,361 1,361 

Migration and refugee assistance 46 46 710 710 

Other 21 21 247 247 
Propnetary receipts from the public 
Intrabudgetary transactions -7 -7 -289 -289 

Total-Department of State .............................. 409 409 5,237 5,237 

Department of Transportation: 
Federal Highway Administration' 

Highway trust fund: 
Federal-aid highways 2,218 2,218 20,467 20,467 
Other 9 16 -7 162 16 146 

Other programs 18 18 186 186 

Total-Federal Highway Administration 2,245 16 2,229 20,815 16 20,798 

Nattonal Highway TraffiC Safety Admlnlstratton 27 27 285 285 

Federal Railroad Adminlstratton 
Grants to National Railroad Passenger Corporation (' ') ("J 613 613 
Other 71 ("J 71 538 16 522 

Total-Federal Railroad Administration 71 ( .. ) 71 1,151 16 1,135 

Federal Transit Administration 
Formula grants 172 172 540 540 
Discretionary grants 222 222 2,004 2,004 
Trust fund share of expenses 1,659 1.659 
Other 39 39 378 378 

Total-Federal Transit Admlnistratton 434 434 4,581 4,581 

Federal AViation Administration 
Operattons 234 234 3,142 3,142 

Airport and airway trust fund: 
Grants-In-aid for airports 162 162 1,489 1,489 
Facilities and equipment 196 196 2,310 2,310 
Research, englneenng and development 21 21 218 218 
Trust fund share of operattons 142 142 1,661 1,661 

Total-Airport and airway trust fund 521 521 5,678 5,678 

Other -1 2 -3 -1 4 -5 

Total-Federal AViation Administration 754 2 752 8,819 4 8,815 

Coast Guard 
Operaltng expenses 180 180 2,603 2,603 
AcquISition, construction, and Improvements 35 35 341 341 
Retired pay 51 51 623 623 
Other 19 18 230 6 224 

Total-Coast Guard 285 284 3,796 6 3.790 

Mantlme Administration 62 25 38 707 455 251 
Other 23 2 22 334 12 322 
Propnetary receipts from the pubhc 8 -8 22 -22 
Intrabudgetary transactions -4 -4 -6 -6 
Offsetting governmental receipts 5 -5 112 -112 

Total-Department of Transportation . . . . . . . . . . . . . . . . , . . 3.897 58 3,840 40,481 643 39,838 

14 

Prior Fiscal Year to Date 

Gross !APPlicable/ 
Outlays Receipts Outlay, 

1,667 1,667 
496 496 

245 245 
466 466 
420 420 

3,293 3,293 

1,097 1,097 
637 637 
225 225 

("J (") 
-297 -297 

4,956 ( .. ) 4,955 

19,544 19,544 
199 199 
243 243 

19,986 19,986 

265 265 

627 627 
387 11 377 

1.014 11 1,003 

689 689 
2,226 2,226 
1.110 1,110 

348 348 

4.373 4,373 

2,376 2,376 

1,655 1,655 
2,443 2,443 

233 233 
2,223 2,223 

6,554 6,554 

(' 'J 5 -4 

8,930 5 8,925 

2.504 2,504 

350 350 

569 569 

247 6 241 

3.669 6 3.663 

659 350 309 

377 12 364 

12 -12 

-2 -2 

98 -98 

39,271 495 38,776 



Table 5. Outlays of the U.S. Government, September 1997 and Other Periods-Continued 
[$ millions] 

This Month Current Fiscal Year to Date 

Classification 
Gross IAPPlicable I Gross IAPPlicablel 0 tI Outlays Receipts Outlays Outlays Receipts u ays 

Department of the Treasury: 
Departmental Offices: 

Exchange stabilization fund -22 74 -96 -237 770 -1,007 
Other -39 -39 389 389 

Financial Management Service: 
Salaries and expenses -3 -3 202 202 
Payment to the Resolution Funding Corporation 2,328 2,328 
Net Interest paid to loan guarantee financing accounts 1.579 1,579 1,997 1,997 
Claims, judgements, and relief acts 60 60 1,035 1,035 
Other 3 3 93 93 

Total-Financial Management Service 1.639 1.639 5,655 5,655 

Federal Financing Bank -110 -110 (" .) ( .. ) 
Bureau of Alcohol, Tobacco and Firearms: 

Salaries and expenses 40 40 437 437 
Internal revenue collections for Puerto Rico 8 8 205 205 

United States Customs Service 152 152 1,942 1,942 
Bureau of Engraving and Printing 18 18 12 12 
United States Mint 95 -205 300 636 618 17 
Bureau of the Publrc Debt 49 49 295 295 

Internal Revenue Service: 
Processing, assistance, and management 267 267 1,852 1,852 
Tax law enforcement 388 388 4,082 4,082 
Information systems 182 182 1,255 1.255 
Payment where earned income credit exceeds liability 
for tax 127 127 21,856 21,856 

Refunding internal revenue collections, interest 126 126 2,341 2,341 
Other 1 1 ( .. ) ( .. ) ( .. ) 

Total-Internal Revenue Service 1,091 1,091 31,385 ( .. ) 31,386 

United States Secret Service 35 35 606 606 
Comptroller of the Currency 25 4 21 353 377 -24 
Office of Thrift Supervison 10 10 137 145 -8 

Interest on the public debt: 
Public issues (accrual basis) 19,983 19,983 244.598 244,598 
Special issues (cash basis) 891 891 111,198 111,198 

Total-Interest on the public debt 20,874 20,874 355,796 355.796 

Other 11 11 116 116 
Proprietary receipts from the public 4,640 -4,640 7,764 -7,764 
Intrabudgetary transactions -1,265 -1,265 -7,387 -7,387 
Offsetting governmental receipts 82 -82 1,286 -1,286 

Total-Department of the Treasury ..................... 22.611 4,596 18,015 390,341 10,960 379,381 

15 

Prior Fiscal Year to Date 

Gross IAPPlicablel 0 tl 
Outlays Receipts u ays 

-1.402 241 -1,643 
558 558 

196 196 
2,328 2,328 
2,350 2,350 

509 509 
1,305 1.305 

6,688 6.688 

( .. ) ( .. ) 
396 396 
221 221 

1,841 1.841 
20 20 

619 651 -32 
295 295 

1,671 1,671 
4,160 4,160 
1.432 1.432 

19,159 19,159 
2,172 2,172 

1 ( .. ) 1 

28,595 ( .. ) 28,595 

555 555 
385 405 -20 
154 173 -19 

241,730 241,730 
102,225 102,225 

343,955 343,955 

114 114 
6,250 -6,250 

-8,767 -8.767 
1,172 -1.172 

374,228 8,892 365,336 



Table 5. Outlays of the U.S. Government, September 1997 and Other Periods-Continued 
[$ millions] 

This Month Current Fiscal Year to Date 

Classification 
Gross JAPPlicable I Gross jAPPlic.able! Outla s 

Outlays Receipts 
Outlays Outlays Receipts y 

Department of Veterans Affairs: 
Veterans Health Administration 

Medical care 1.430 1.430 16,602 16.602 
Other 57 15 42 644 192 452 

Veterans Benefits Administration 
Public enterprise funds 

Guaranty and Indemnity fund 128 75 53 1,265 745 521 
Loan guaranty revofvlng fund 265 252 13 599 513 86 
Other 50 46 3 323 317 6 

Compensation and pensions 124 124 19,389 19,389 
Readfustment benefits 56 56 1,288 1,288 
Post-Vietnam era veterans education account 5 5 86 86 
Insurance funds 

National service life 111 111 1,227 1.227 
United States government life 1 13 13 
Veterans special hfe 14 3 11 150 180 -30 

Other 2 2 34 34 

Total-Veterans Benefits Administration 756 376 379 24,375 1,756 22.619 

Construction 53 (' ') 53 597 ( .. ) 597 
Departmental administration 911 911 
Proprietary receipts from the public: 

National service life 10 -10 231 -231 
United States government life ( .. ) ( .. ) ( .. ) ( .. ) 
Other 61 -61 1,655 -1,655 

Intrabudgetary transactions -6 -6 -15 -15 

Totaf-Department of Veterans Affairs ................. 2,290 463 1,827 43,113 3,833 39,279 

Environmental Protection Agency: 
SCience and technology 53 53 493 493 
EnVifonmental programs and management 155 155 1,741 1,741 
State and tnbal assistance grants 241 241 2,719 2,719 
Hazardous substance superfund 192 192 2,167 2,167 
Other 750 ( .. ) 750 356 3 353 
Propnetary receipts from the public 12 -12 313 -313 
Intrabudgetary transactions -734 -734 -984 -984 
Offsetting governmental receipts -1 9 -9 

Total-Environmental Protection Agency ............... 658 13 645 6,492 325 6,167 

General Services Administration: 
Real Property ActiVities 366 366 836 836 
Supply and Technology ActiVities -73 -73 96 96 
General Activities 9 9 160 160 
Propnetary receipts from the public -1 9 -9 

Total-General Services Administration ................ 303 -1 304 1,092 9 1,083 

National Aeronautics and Space Administration: 
Human space flight 460 460 5,656 5,656 
SCience. aeronautics and technology 473 473 5,889 5,889 
MISSion support 212 212 2.478 2.478 
Research and development 8 8 101 101 
Other 14 14 235 235 

Total-National Aeronautics and Space 
Administration ............................................ 1,166 1,168 14,358 14,358 

Office of Personnel Management: 
Government payment for annuitants. employees health 

and life Insurance benefits 390 390 4.000 4,000 
Payment to CIVil service retirement and disability fund 21.254 21,254 21,254 21,254 
C,Vil service retirement and disability fund 3.507 3,507 41.723 41,723 
Employees hfe Insurance fund 1 158 -157 1.732 2,784 -1,051 
Employees and ret)(ed employees health benefits fund 1,480 1,410 70 16,596 15.930 666 
Other 5 5 75 75 
Intrabudgetary transactions 

CIVil service ret)(ement and disability fund 
General fund contributions -21.254 -21,254 -21,254 -21,254 
Other -2 -2 -27 -27 

Total-Office of Personnel Management ............... 5,382 1,568 3,814 64,099 18,713 45,385 

16 

Prior Fiscal Year to Date 

GrossI Applicable j 
Outlays Receipts OutiaYI 

16,048 16.048 
619 196 422 

771 693 78 
356 366 -10 
130 127 3 

17,170 17,170 
1,212 1,212 

43 43 

1.240 1,240 
15 15 

145 179 -34 
41 41 

21,124 1,364 19.760 

698 ( .. ) 698 
946 946 

236 -236 
n (") 
709 -709 

-13 -13 

39,422 2,506 36,915 

437 437 
1,688 1,688 
2,573 2,573 
1,416 1,416 

440 1 439 
249 -249 

-250 -250 
8 -8 

6,303 257 6,046 

502 4 498 
126 126 
130 130 

23 -23 

758 27 731 

5,452 5,452 
5.018 5,018 
2,373 2,373 

511 511 
529 529 

13,882 13,882 

3,736 3,736 
20,060 20,060 
39,778 39.778 

1,632 2,732 -1,100 
16,158 15,715 443 

43 43 

-20,060 -20.060 
-28 -28 

61,319 18,447 42,872 



Table 5, Outlays of the U,S, Government, September 1997 and Other Periods-Continued 
[$ millions] 

This Month Current Fiscal Year to Date 

Classification 
Gross IAPPlicable! Outlays Gross IAPPlicabli 

Outlays Receipts Outlays Receipts Outlays 

Small Business Administration: 
Public enterprise funds: 

Business loan fund 105 44 61 523 586 -63 
Disaster loan fund 177 22 155 419 274 145 
Other 2 1 ( .. ) 17 12 5 

Other -208 ( .. ) -208 247 ( .. ) 247 

Total-Small Business Administration .................. 76 67 9 1,206 872 334 

Social Security Administration: 
Payments to Social Security trust funds 21 21 6,880 6,880 
Special benefits for disabled coal miners 51 51 630 630 
Supplemental security income program 258 258 28,717 28,717 
Office of the Inspector General -1 -1 5 5 

Federal old-age and survivors insurance trust fund (off-
budget): 
Benefit payments 26,436 26,436 312,880 312,880 
Administrative expenses 125 125 2,001 2,001 
Payment to railroad retirement account 3,688 3,688 
Quinquennial military service credit adjustment . 

Total-FOASI trust fund 26,561 26,561 318,569 318,569 

Federal disability insurance trust fund (off-budget): 
Benefit payments 3,806 3,806 45,430 45,430 
Administrative expenses 82 82 1,211 1,211 
Payment to railroad retirement account . . . . . . . . . . . . . 59 59 
Quinquennial military service credit adjustment ( .. ) ( .. ) 

Total-FDI trust fund 3,888 3,888 46,701 46,701 

Proprietary receipts from the public: 
On-budget 198 -198 1,295 -1.295 
Off-budget ( .. ) (") 18 -18 

Intrabudgetary transactions: 
On-budget: 

Quinquennial Adjustment for Military Service 
Credits from FOASI and FDI: .. 

Off-budget3 -21 -21 -6,880 -6,880 

Total-Social Security Administration ................... 30,757 198 30,559 394,621 1,313 393,309 

Other independent agencies: 
Appalachian Regional Commission 18 -2 19 242 242 
Corporation for National and Community Service 51 51 567 567 
Corporation for Public Broadcasting 260 260 
District of Columbia: 

Federal payment ............ , 719 719 
Other -3 -3 -2 12 -15 

Equal Employment Opportunity Commission 15 ( .. ) 15 233 2 231 
Export-Import Bank of the United States ............ 130 146 -16 962 1,076 -114 

Federal Communications Commission: 
Universal service fund 85 85 1,001 1,001 

Spectrum auction subsidies 940 940 

Other . . . . . . . . . . . -138 11 -149 25 38 -13 

Federal Deposit Insurance Corporation: 
5.137 -4,025 Bank insurance fund . . . . . . . . . . . . 3 134 -131 1,112 

Savings association insurance fund 6 50 -44 301 4,854 -4,554 

FSLlC resolution fund: 
Resolution trust corporation closeout 65 228 -162 744 5.203 -4,460 

Other. 38 118 -80 110 1,254 -1,143 

Affordable housing and bank enterprise ( .. ) ( .. ) 
Total-Federal Deposit Insurance Corporation 112 530 -418 2,267 16,448 -14,181 

Federal Emergency Management Agency: 
63 -42 789 477 312 Public enterprise funds 21 

Disaster relief 218 218 2,551 2,551 

Emergency management planning and assistance 21 21 163 183 

Other 20 20 314 9 304 

Legal Services Corporation 25 25 262 282 

National Archives and Records Administration 8 ("') 8 199 1 196 

National Credit Union Administration 14 28 -14 218 367 -169 

17 

Prior Fiscal Year to Date 

Gross !APPlicable! 0 tl 
Outlays Receipts u ays 

895 477 418 
542 310 232 

16 13 3 
219 ( .. ) 219 

1,672 801 872 

6,134 6,134 
671 671 

26,074 26,074 
6 6 

299,987 299,987 
1,791 1,791 
3,554 3,554 

129 129 

305,461 305,461 

43,278 43,278 
1,075 1,075 

2 2 
203 203 

44,558 44,558 

1,187 -1,187 
18 -18 

-332 -332 
-6,133 -6,133 

376,437 1,205 375,232 

239 2 237 
477 477 
275 275 

712 712 
1 12 -11 

225 1 224 
1,004 1,564 -560 

957 957 

52 43 9 

1,277 2,366 -1,088 
170 1,229 -1,059 

1,688 7,682 -5,994 
857 890 -33 

3,994 12,167 -8,173 

780 420 360 
2,232 2,232 

247 247 
274 11 263 
262 282 
200 1 199 

26 205 -179 



Table 5. Outlays of the U.S. Government, September 1997 and Other Periods-Continued 
[$ millions) 

This Month Current Fiscal Year to Date 

Classificalion 
Gross IAPPlic.able! Outlays Gross !APPlicable 1 Outla s 

Outlays Receipts Outlays RecelplS y 

Other ondependent agencies:-Conlinued 
National Endowment for the Arts 11 11 106 106 
National Endowment for the Humanities 9 9 124 124 
Institute> of Museum and Library Services 11 11 159 159 
National Labor Relations Board 13 13 175 175 
National SCience Foundation 317 317 3.131 3.131 
Nucleill Regulatory Commission 40 6 34 510 459 51 
Panama Canal Commission 54 58 -4 661 663 -3 
Poqal S('rv,ce 

PuhliC cnterprrse funds (off·budget) 8.567 4.561 4.006 59.384 59.058 327 
PJyment to the Postal Service fund 126 126 

Railroad Retirement Board 
Federal Windfall subsidy 18 18 216 216 
Federal payments to the railroad retirement accounts (. ') ( .. ) 238 238 
Railroad unemployment Insurance trust fund 

Benefit payments 5 5 73 73 
Administrative expenses ( .. ) ( .. ) 2 2 

Rail Industry pension fund 
Benefit payments 246 246 2.901 2.901 
Advances from FOASDI fund -93 -93 -1.117 -1,117 
OASDI certifications 93 93 1,117 1,117 
Administrative expenses 7 7 86 86 
Interest on refunds of taxes ( .. ) ( .. ) 2 2 
Other ( .. ) ( .. ) 4 4 

Supplemental annuity pension fund' 
Benefit payments 7 7 82 82 
Interest on refund of taxes ( .. ) ( .. ) ( .. ) ( .. ) 

Railroad SOCial Secunty eqUivalent benefit account: 
Benefit payments 412 412 5,248 5,248 
Interest on refund of taxes ( .. ) ( .. ) 2 2 

Other ( .. ) ( .. ) ( .. ) ( .. ) 
Intra budgetary transactions 

Payments from other funds to the railroad retirement 
trust funds -3,747 -3.747 

Other -238 -238 

Total-Railroad Retirement Board 695 695 4,870 4,870 

Secuntles and Exchange CommiSSion -93 -93 -20 -20 
Smithsonian Institution 52 52 491 491 
Tennessee Valley AuthOrity 745 796 -51 8.719 9.056 -337 
United States Enrichment Corporation Fund 167 161 6 1.511 1.613 -102 
United States Information Agency 97 ( .. ) 97 1,166 ( .. ) 1.166 
Other 70 29 41 1.172 356 817 

Total-Other independent agencies . . . . . . . . . . . . . . . . . . . . 11,350 6,388 4,962 94,033 89,655 4,378 

Undistributed offsetting receipts: 
Other Interest ( .. ) ( .. ) 6 -6 

Employer share employee retirement. 
Department of Defense-CIvil 

Military retirement fund -1.017 -1.017 -11.102 -11,102 
Department of Health and Human Services: 

Federal hospital Insurance trust fund 
Federal employer contributions -152 -152 -1.790 -1.790 
Postal Service employer contributions -52 -52 -605 -605 
Payments for military service credits -70 -70 

Department of State 
Foreign Service retirement and disability fund -8 -8 -111 -111 

Office of Personnel Management 
C",I serVice retirement and disability fund -4.321 

SOCial Securrty Administration (off·budget) 
-4.321 -14.096 -14.096 

Federal old-age and survivors Insurance trust fund 
FedEral employer contrrbutlons -458 -458 -5.315 -5.315 
Payments for military service credits -267 -267 

Federal disability Insurance trust fund 
F eaer al employer contrrbutlons -72 -72 -868 -868 P3\rner.ts for military service credits -33 -33 0:"'12' ( .. ) ( .. ) 

T ota,-Ef'10IO\ er share employee retirement 6.080 -6.080 -34.256 -34.256 

18 

Prior Fiscal Year 10 Dale 

Gross !APPlicable! 
Outlays Receipts OUllays 

137 137 
148 148 
189 189 
166 166 

3.012 3.012 
511 454 57 
620 657 37 

56.568 56.748 -180 
122 122 

233 233 
227 227 

65 65 
18 18 

2.854 2.854 
-1,110 -1.110 

1.110 1,110 
71 71 
11 11 
6 6 

86 86 
22 22 

5,188 5,188 
8 8 

-3.556 -3,556 
-227 -227 

5.007 5,007 

42 42 
432 432 

9,395 8,639 757 
1.275 1,553 -278 
1.174 ( .. ) 1,174 
1.127 349 777 

91,903 82,827 9,076 

-1 

-11,174 -11.174 

-1.787 -1,787 
-522 -522 
-73 -73 

-110 -110 

-13.592 -13.592 

-5.063 -5.063 
-263 -263 

-905 -905 
-47 -47 
-1 -1 

-33.536 -33,536 



Table 5. Outlays of the U.S. Government, September 1997 and Other Periods-Continued 
[$ millions] 

Classification 

Undistributed offsetting receipts:-Continued 
Interest received by trust funds: 

The Judiciary: 
Judicial survivors annuity fund 

Department of Defense-Civil: 
Corps 01 Engineers ............... . 
Military retirement fund 
Education benefits fund 
Armed forces retirement home 

Department of Health and Human Services: 
Federal hospital insurance trust fund 
Federal supplementary medical insurance trust fund 

Department of Labor: 
Unemployment trust fund 

Department of State: 
Foreign Service retirement and disability fund 

Department of Transportation: 
Highway trust fund 
Airport and airway trust fund 
Oil spill liability trust fund 

Department of Veterans Affairs: 
National service life insurance fund 
United States government life Insurance Fund 

Environmental Protection Agency ....................... . 
National Aeronautics and Space Administration 
Office of Personnel Management: 

Civil service retirement and disability fund 
Social Security Administration (off-budget): 

Federal old-age and survivors insurance trust fund 
Federal disability insurance trust fund 

Independent agenCies: 
Railroad Retirement Board 
Other 

Other 

Total-Interest received by trust funds 

Rents and royalties on the outer continental shelf lands 
Spectrum auction proceeds 

Total-Undistributed offsetting receipts ............... . 

Total outlays ....................•............................ 

Total on-budget .................••........................ 

Total off-budget ..••................••..................... 

Total surplus (+) or deficit ............................... . 

Total on-budget .......................................... . 

Total off-budget ...••...................................... 

This Month 

Gross !APPlicable! 
Outlays Receipts Outlays 

(' ') (' ') 

-1 -1 
90 90 

(' ') (' ') 
-2 -2 

-14 -14 
-15 -15 

-7 -7 

(' ') (' ') 

-52 -52 
-14 -14 
(' ') r ') 
-2 -2 

(. ') (' ') 
(' ') (' ') 
r') (' ') 

-64 -64 

-89 -89 
-9 -9 

-153 -153 
-4 -4 

-13 -13 

-349 -349 

550 -550 

-6,429 550 -6,978 

153,879 28,395 125,484 

115,512 23,834 91,678 

38,367 4,561 33,806 

+49,286 

+47,169 

+2,118 

Current Fiscal Year to Date Prior Fiscal Year to Date 

Gross I Applicable 1 
Outlays Receipts Outlays 

Gross !APPlicablel 0 tI 
Outlays Receipts u ays 

-19 -19 -21 -21 

-72 -72 -55 -55 
-11,920 -11,920 -11,501 -11,501 

-36 -36 -35 -35 
-8 -8 -8 -8 

-9,758 -9,758 -10,389 -10,389 
-2,192 -2,192 -1,388 -1,388 

-3,713 -3,713 -3,373 -3,373 

-668 -668 -632 -632 

-1,440 -1,440 -1,321 -1.321 
-481 -481 -759 -759 
-64 -64 -67 -67 

-1,015 -1,015 -1,050 -1,050 
-6 -6 -7 -7 

-58 -58 -59 -59 
-1 -1 -1 -1 

-30,483 -30,483 -29,239 -29,239 

-37,688 -37,688 -34,026 -34,026 
-3,526 -3,526 -2,481 -2,481 

-1,234 -1,234 -1,108 -1,108 
-31 -31 -31 -31 

-576 -576 -533 -533 

-104,992 -104,992 -98,085 -98,085 

4,711 -4,711 3,741 -3,741 
11,006 -11,006 342 -342 

-139,249 15,722 -154,970 -131,621 4,084 -135,705 

1,836,170 234,575 1,601,595 1,767,730 207,520 1,560,210 

1,466,094 175,499 1,290,594 1,410,062 150,754 1,259,308 

370,076 59,076 311,000 357,668 56,767 300,901 

-22,618 -107,445 

-103,607 -174,035 

+80,989 +66,590 

MEMORANDUM 
Receipts offset against outlays [$ millions] 

Proprietary receipts 
Intrabudgetary transactions 
Governmental receipts 

Total receipts offset against outlays 

'Due to a one· time reallocation of grant advances, outlays for the Public Health Service were 
decreased by a net of $797 million and outlays for the Health Care FinanCIng AdmInistration, 
Administration for Children and FamIlies, and the Office of the Secretary were increased by $343 
mIllion. $445 million. and $9 mIllion, respectively. 

'Outlays In August 1997 have been increased by $587 to reflect additional repor!Jng by the 
Bureau of the Public Debt 

Current 
Fiscal Year Comparable Period 

to Date Prior Fiscal Year 

61,459 55,824 
261,520 253,238 

. . . . . . . . . . . 14,139 3,150 

19 

337.118 312.212 

'Includes FICA and SEC A tax credIts, non-contributory military service credits. special benefits 
for the aged. and credit for unnegotlated OASI benefit checks 

(' 'j Less than $500.000 
Note: Details may not add to totals due to rounding 

. No Transactions 



Table 6. Means of Financing the Deficit or Disposition of Surplus by the U,S. Government, September 1997 and Other Periods 
[$ millions] 

Net Transactions Account Balances 
Assets and liabililles ( ) denotes net reduction 01 either Current Fiscal Year 

Directly Related to 
liability or asset accounts 

Budget Off-budget Activity Fiscal Year to Date Beginning 01 
Close 01 

This Month 

I This Month 
This month 

liability accounts: 
Borrowing from the public 

Pubhc debt SeCUrities, Issued under general Financing authorities 
ObllgallOns 01 the United States, Issued by 

Uniled States Treasury 
Federal FinanCing Bank 

Total. public debt securilies 

Plus premium on pubhc debt sec unties 
Less discount on pubhc debt securities 

Total pubhc debt seCUrities net 01 Premium and 
discount 

Agency SeCUrities, Issued under speCial finanCing authOrities (see 
Schedule B lor other Agency borrowing, see Schedule C) 

Total federal securilies 

Deduct 
Federal securities held as Investments of government accounts 
(see Schedule D) 

Less discount on federal secunlles held as Investments of 
government accounts 

Net led era I securities held as Investments of government 
accounts 

Total borrOWing from the pubhc 

Accrued Interest payable to the publiC 
Allocations of speCial draWing rights 
DepOSit funds 
Miscellaneous hability accounts (Includes checks Outstanding etc) 

Total liability accounts """""""""""""""""""""""'" 

Asset accounts (deduct) 
Cash and monetary assets 

U S Treasury operating cash' 
Federal Reserve account 
T ax and loan note accounts 

Balance 

SpeCial draWing rights: 
Total holdings 
SDR certificates Issued to Federal Reserve banks 

Balance 

Reserve posItion on the U S quota In the IMF 
U S subscnptlon to InternallOnal Monetary Fund: 

Direct quota payments 
Maintenance of value adjustments 

Letter of credit Issued to IMF 
Dollar depOSits With the IMF 
Recelvable'Payable ( ) for Intenm maintenance of value 

adjustments 

Balance 

Loans to InternallOnal Monetary Fund 
Other cash and monetary assets 

Total cash and monetary assets 

Net actiVity, guaranteed loan finanCing 
Net activity, direct loan finanCing 
Miscellaneous asset accounts 

Total asset accounts "."', .... , ...... , ...... , ........ , .. ,." ........... . 

Excess 01 liabilities (+) or assets (-) ................................... . 

Transactions not applied to current year s surplus or defiCit (see 
Schedule a for Details) 

Total budget and off-budget lederal entities (Iinancing 01 delicit (+) 
or disposition 01 surplus (-)) .............. , ........................... .. 

'Outla'TS ""a .... e been Increased In August 199-:' Dy SS87 million to reflect additional reporting by 
Ine Bure-au of tne PubliC Debt 

l~1alor sources at InformatlOrl used to determine Treasury S operating cash Income Include 
Federal Reserve BankS the Treasury Regional Finance Centers me Internal Revenue Service 

8,726 

8,726 

-12 
-572 

9.285 

-320 

8,965 

27,151 

-132 

27,283 

18,318 

2,946 
8 

-873 
-192 

-16,428 

2,992 
28,553 

31,545 

12 

12 

43 
67 
-2 

-26 

82 

-2,829 

28,810 

-1,049 
3,753 
1,660 

33,173 

49,601 

315 

-49,286 

This Year I 

188,335 

188,335 

44 
-1,255 

189,634 

-1,857 

187,777 

150,948 

1,341 

149,606 

38,171 

'478 
-363 
-413 

-51 

37,821 

-8 
-595 

-603 

-180 
518 

338 

-1,967 
748 
-4 

-160 

-1,383 

-3,034 

-4,682 

-450 
21,023 

-216 

15,675 

+22,146 

472 

+22,618 

Prior Year 

250,827 

250,827 

274 
-1,790 

252,891 

8,088 

260,979 

133,646 

2,324 

131,322 

129,657 

-5,006 
-328 
-973 

-2.438 

120,913 

-920 
7,196 

6,276 

-858 
450 

-408 

-1,776 
3.480 

18 

-976 

746 

-4,637 

1,977 

-1,036 
13,049 

94 

14,083 

This Year 

5,209,811 
15,000 

5,224,811 

1,509 
79.442 

5,146,880 

35,043 

5,181,923 

1.454,609 

5,643 

1.448,967 

3,732,957 

45,605 
7,052 
7,213 
2,352 

3,795,179 

7,700 
36,525 

44,225 

10,177 
-9,718 

459 

31,762 
6.420 

-22,835 
-87 

169 

15.428 

( .. ) 
25,944 

86,056 

-13,750 
32,780 
-1,654 

103,432 

+106,830 +3,691,747 

615 

+107,445 +3,691,747 

5,389.420 
15,000 

5,404.420 

1,565 
78,758 

5,327,229 

33,507 

5,360,736 

1,578.406 

7,116 

1,571,290 

3,789.445 

43,136 
6,681 
7,673 
2.493 

3,849,428 

4,700 
7,376 

12,076 

9,985 
-9,200 

785 

31,762 
4,409 

-22,154 
-89 

35 

13,963 

( .. ) 
25,739 

52,563 

-13,151 
50,051 
-3,529 

85,934 

+3,763,494 

157 

+3,763,652 

5,398,146 
15,000 

5.413,146 

1,553 
78,187 

5,336,514 

33,187 

5,369,700 

1,605,557 

6,984 

1,598,573 

3,771,127 

46,083 
6,689 
6,800 
2,301 

3,833,000 

7,692 
35,930 

43,621 

9,997 
-9,200 

797 

31,762 
4.453 

-22,087 
-91 

9 

14,045 

( .. ) 
22,910 

81,374 

-14,200 
53,803 
-1,870 

119,107 

+3,713,893 

472 

+3,714,365 

Centers the Bureau of the Public Debt and vanous electroniC systems DepoSits are reflected as 
received and WithdrawalS are reflected as processed 

No Transactions 
I' 'I Less than $500.000 

Note DetailS may not add to totals due to rounding 
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Table 6. Schedule A-Analysis of Change in Excess of Liabilities of the U.S. Government, September 1997 and 
Other Periods 

Classification 

... 
Excess of liabilities beginning of penod: 

Based on composition of unified budget in preceding period 
Adjustments during current fiscal year for changes in composition 
of unified budget: 
Revisions by federal agencies to the prior budget results 

Excess of liabilities beginning of period (current basis) 

Budget surplus (-) or deficit: 
Based on composition of unified budget in prior fiscal yr 
Changes in composition of unified budget 

Total surplus (-) or deficit (Table 2) .................... . 

Total-on-budget (Table 2) 

Total-olf-budget (Table 2) 

Transactions not applied to current year's surplus or deficit: 
Seigniorage ............. . 
Profit on sale of gold 

Total-transactions not applied to current year's Surplus or 
deficit. 

Excess of liabilities close of period ...... "."" .. ""." ..•....... ". 

[$ millions] 

This Month 

3,762,908 

587 

3,763,494 

-49,286 

-49,286 

-47,169 

-2,118 

-315 

-315 

3.713.893 

Fiscal Year to Date 

This Year I Prior Year 

3,691,636 3,584,970 

111 -53 

3,691,747 3,584,917 

22,618 107,445 

22,618 107,445 

103,607 174,035 

-80,989 -66,590 

-465 -587 
-7 -28 

-472 -615 

3.713.893 3.691.747 

Table 6. Schedule B-Securities Issued by Federal Agencies Under Special Financing Authorities, September 1997 and 
Other Periods 

[$ millions] 

Net Transactions Account Balances (-) denotes net reduction of 
Current Fiscal Year liability accounts 

Classification 
Fiscal Year to Date Beginning of 

Close of This Month 

This Year I Prior Year I This Month 
This month 

This Year 

Agency securities. issued under special financing authorities: 
Obligations of the United States, issued by: 

Export-Import Bank of the United States (") (' ') ( .. ) 
Federal Deposit Insurance Corporation: 

FSLlC resolution fund -32 -32 126 95 95 
Obligations guaranteed by the United States, issued by: 

Department of Housing and Urban Development: 
Federal Housing Administration 23 -14 -4 82 46 68 

Department of the Interior: 
Bureau of Land Management 13 13 13 

Department of Transportation: 
Coast Guard: 

Family housing mortgages ( .. ) ( .. ) ( .. ) 
Obligations not guaranteed by the United States, issued by: 

Legislative Branch: 
Architect of the Capitol -2 -1 181 178 179 

Department of Defense: 
Homeowners assistance mortgages ( .. ) ( .. ) ( .. ) r .) (' ') 

Independent agencies: 
1,261 1,261 1,261 Farm Credit System Financial ASSistance Corporation 

National Archives and Records Administration -2 -4 -4 291 288 286 
Postal Service -250 -508 4,406 4,406 4,148 3,898 
Tennessee Valley Authority -92 -1,297 3,723 28,683 27,478 27,386 

Total. agency securities ........................................... -320 -1.857 8.088 35.043 33.507 33.187 

No Transactions. 
( •• ) Less than $500,000 
Note: Details may not add to totals due to rounding 
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Table 6. Schedule C (Memorandum)-Federal Agency Borrowing Financed Through the Issue of Public Debt Securities, 
September 1997 and Other Periods 

- ----

Classification 

BorrowIng Irom the Treasury: 
Funds Appropriated to the PresIdent 

International Security AssIstance 
Foreign military loan program 
Military debt reduction 

Agency for InternatIonal Development 
International debt reduction 
HouSing and other credit guaranty programs 
Private sector revolVIng fund 

Overseas Private Investment CorporatIon 
Department of Agriculture 

Farm Service Agency: 
Commodity CredIt Corporation 
Agricultural credit Insurance fund 

Natural Resources Conservation Service 
Rural Utllllles ServIce 

Rural water and waste dIsposal fund 
Rural electrificatIon and telecommUnicatIons fund 
R ural telephone bank 
Rural development Insurance fund 
Rural communication development fund 

Rural HOUSing Service 
Rural community faCility loans fund 
Rural housing InSurance fund 
Self·help housing land development fund 

Rural Business Cooperative Service 
Rural development loan fund 
Rural economiC development loan fund 
Rural bUSiness and Industry loans 

Foreign Agricultural Service 
Department of Education: 

Federal dlfect student loan program 
Federal family education loan program 
College housing and academic faCIlitIes loans 

Department of Energy 
BonneVille power admlntstratlon fund 

Department of HouSing and Urban Development 
HousIng programs 

Federal HouSing AdministratIon 
HouSing for the ederly and handIcapped 

Public and IndIan housIng 
Low-rent public housing 

Department of the Interior 
Bureau of Reclamation loan fund 
Helium fund 
Bureau of Indian Affalfs 

Department of Justice 
Federal prison Industries. Incorporated 

Department of State 
Repatriation loans 

Department of Transportation 
Federal Highway AdminIstration: 

High Priority comdors loan fund 
Federal RaIlroad Administration 

Alameda comdor prOject 
Railroad rehabilitation and Improvement loan fund 
Amtrak comdor Improvement loans 
Omer 

Federal AViation AdministratIon 
Aircraft purchase loan guarantee program 

r-.1,nonty business resource center fund 
Depanment of the Treasury 

Community development financial InstItutIons fund 
Federal FinanCing Bank revolVing fund 

Depanment of Veterans Affalfs 
Guaranty and Indemnity fund 
Loan guaranty revolVing fund 
Direct loan revolVing fund 
';atl\e amencan veteran housing fund 
\ ocatlonal rehabilitation loan fund 

[5 millions] 

This Month 

22 

-44 
r ') 

6 

(' ') 

2.512 
-632 

40 
-298 
-96 

-12 
69 

3 
8 

24 

-630 
-326 
-40 

516 

-85 

5 

2 

(" ') 

-34 

120 

-3 

-7 

( .. ) 
1.319 

-3 

Transactions 

Fiscal Year to Date 

This Year 1 

274 
3 

6 

("") 
11 

6.402 
143 

565 
115 
-57 
-30 

118 
420 
(' ') 

32 
3 
9 

24 

10.493 
-326 
-34 

43 

516 
-735 

21 

2 

(' ') 

-34 

120 

-3 

-3 

4 
-12,102 

1,152 
758 
(' ') 

11 
-2 

Prior Year 

345 

-107 
-15 

1 
21 

-5,640 
317 

425 
201 

-130 
-325 

84 
702 
(' ') 

17 
5 

84 

7.154 
-454 
-46 

-107 

1.476 
-805 

-20 

12 

-2 

2 

-22.251 

198 
-2 

(' ') 

5 
( .. ) 

Account Balances 
Current Fiscal Year 

Beginning 01 

This Year 

1,134 

228 
110 

2 
73 

1.347 
1,922 

4 

425 
8,867 

534 
2.481 

25 

84 
6,055 

78 
35 

647 

12,220 
680 
498 

2.456 

3,123 
6.909 

29 
252 

26 

20 

34 

(' ') 

3 
(' ') 

(' ') 
17 

47,046 

500 
1.270 

(' ') 

12 
2 

I This Month 

1.451 
3 

228 
110 

2 
85 

5.237 
2.698 

4 

950 
9.280 

573 
2,451 

25 

214 
6,406 

(' ') 

110 
35 

647 

23,343 
680 
504 

2,499 

3,123 
6,174 

85 

45 
252 

26 

20 

(" ') 

34 

(' ') 
3 

(' ') 

r ') 
21 

4 
33.625 

1.652 
2.028 

(' ') 
23 

3 

Close 01 
This month 

1,408 
3 

234 
110 

2 
85 

7.748 
2,066 

990 
8,982 

477 
2,451 

25 

202 
6,474 

(") 

110 
38 

9 
670 

22}13 
354 
465 

2,499 

3,639 
6,174 

50 
252 

28 

20 

120 
n 

( .. ) 
14 

4 
34,944 

1,652 
2.028 

( .. ) 
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TableS. Schedule C (Memorandum)-Federal Agency Borrowing Financed Through the Issue of Public Debt Securities 
September 1997 and Other Periods-Continued ' 

[$ millions) 

Classification 

Borrowing from the Treasury:-Contlnued 
Environmental Protection Agency 

Abatement, control, and compliance loan program 
General Services Administration: 

Land aqUisition and development fund 
Small Business Administration: 

Business loan fund 
Disaster loan fund 

Independent agencies 
District of Columbia 
Export-Import Bank of the United States 
Federal Communications Commission: 

Spectrum auction loan fund 
Federal Emergency Management Agency: 

National insurance development fund 
Disaster assistance loan fund 

Railroad Retirement Board: 
Rail industry pension fund 
Social Security equivalent benefit account 

Smithsonian Institution: 
John F. Kennedy Center parking facilities 

Tennessee Valley Authority 
Other 

Total agency borrowing from the Treasury 
financed through public debt securities issued 

Borrowing from the Federal Financing Bank: 
Funds Appropriated to the President 

Foreign military financing program 
Department of Agriculture: 

Farm Service Agency: 
Agricultural credit insurance fund 

Rural Utilities Service: 
Rural electrification and telecommunications fund 
Rural development insurance fund 

Rural Housing Service: 
Rural housing insurance fund 

Department of Defense: 
Department of the Navy 
Defense agencies 

Department of Education: 
Historically black college and university capital financing fund 

Department of Health and Human Services: 
Medical facilities guarantee and loan fund 
Health maintenance organization loan and 
loan guarantee fund 

Department of Housing and Urban Development 
Low rent housing - loans and other expenses 
Community development grants 

Department of Interior: 
Assistance to territories 

Department of Transportation: 
Railroad rehabilitation and improvement loan fund 

General Services Administration: 
Federal buildings fund 
Pennsylvania avenue activities 

Small Business Administration: 
Business loan fund 

Independent agencies: 
Export-Import Bank of the United States 
FSLlC resolution fund: 

Resolution trust corporation closeout 
Postal Service 
Tennessee Valley Authority 

Total borrowing from the Federal Financing Bank , .............. . 

This Month 

-2 

(") 

466 

-97 

273 

3,056 

-18 

-98 

-365 

-1 

(' ') 

-5 
9 

-3 

-31 

-134 
1,964 

1,319 

Transactions 

Fiscal Year to Date 

This Year I Prior Year 

-2 

53 
542 

-156 
405 

7,007 

291 
-97 

21 

26 

16,009 

-199 

-1,931 

-5,170 

-75 

(") 

-6 

-2 

-65 
-3 

-1 

-9 

-62 
150 

-43 

-527 

-4,621 
464 

-12,102 

No Transactions 

3 

-4 
474 

232 
71 

114 

362 
-63 

62 

-17,601 

-246 

-1,470 

-525 

-3,000 

-49 

(") 

-5 

-3 

-62 
-50 

-1 

-2 

-37 
103 

-43 

-685 

-7,212 
-5,765 
-3,200 

-22,251 

(' .) Less than $500,000 

Account Balances 
Current Fiscal Year 

Beginning of 

This Year 

40 

85 

338 
8,473 

379 
2,736 

114 

630 
159 

2,128 
2,890 

20 
150 

1 

117,292 

3,247 

21,350 
3,675 

18,700 

1,624 
-242 

19 

6 

1,627 
39 

20 

13 

1,856 
476 

318 

1,822 

5,996 
1,500 

62,047 

I This Month 

40 

85 

391 
9,015 

223 
3,141 

6,654 

920 
159 

2,128 
2,637 

20 
150 

26 

130,245 

3,066 

19,516 
3,675 

13,895 

1,624 
-316 

13 

4 

1,561 
36 

19 

4 

1,799 
617 

278 

1,326 

1,509 

48,626 

Close of 
This month 

38 

85 

391 
9,015 

223 
3,140 

7,120 

920 
62 

2,128 
2,911 

20 
150 
27 

133,301 

3,048 

19,418 
3,675 

13,530 

1,624 
-316 

13 

4 

1,561 
36 

19 

4 

1.794 
626 

275 

1,295 

1,375 
1,964 

49,945 

Note: This table Includes lending by the Federal Financing Bank accomplished by the purchase 
of agency financial assets. by the acquIsition of agency debt SeCUrities, and by direct loans on 
behalf of an agency The Federal Financing Bank borrows from Treasury and issues ItS own 
secUrities and In turn may loan these funds to agencies In lieu of agencies borrowing directly 
through Treasury or ISSUing their own securities 

Note: Details may not add to totals due to rounding 
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Table 6. Schedule D-Investments of Federal Government Accounts in Federal Securities, September 1997 and 
Other Periods 

[$ millions] 

Net Purchases or Sales (-) 
Securities Held as Investments 

Current Fiscal Year 

Classification 
Fiscal Year to Date Beginning of 

Close 01 
This Month 

This month I 
This Year 1 Prior Year This Year I This Month 

Federal funds: 
Department of Agriculture ( .. ) 9 9 9 
Department of Commerce 12 -9 11 23 23 
Department of Defense-Military 

Defense cooperation account 1 ( .. ) 1 1 1 
Department of Energy -9 1.339 840 5.790 7,138 7,129 
Department of Housing and Urban Development: 

Housing Programs 
Federal housing administration fund 1.704 5,738 1,059 7.736 11.771 13.475 

Government National Mortgage ASSOCiation' 
Management and liqUidating functions fund: 

Agency securities -15 
Guarantees of mortgage-baCked SeCUrities: 

Public debt seCUrities 43 610 562 4.772 5.339 5,382 
Agency securities -1 

Other -37 10 -51 158 205 168 
Department of the Interior -1 236 209 3.640 3,877 3,876 
Department of Labor 371 1,230 809 6,605 7,464 7,835 
Department of TransportatIOn 1 19 -355 126 144 145 
Department of the Treasury 77 3,731 9.584 12,143 15,798 15,875 
Department of Veterans Affairs: 

Canteen service revolVing fund -6 4 42 35 36 
Veterans reopened Insurance fund -4 -4 -1 525 525 521 
Servicemen's group life Insurance fund ( .. ) ( .. ) 4 4 4 

Independent agenCies: 
Export-Import Bank of the United States 63 481 338 473 891 954 
Federal Deposit Insurance Corporation: 

Bank Insurance fund 128 4,143 1,169 22,186 26,201 26,329 
Savings association Insurance fund 44 4.589 1,077 4,676 9,221 9,265 
FSLlC resolution fund 80 1,112 167 694 1,727 1,806 

Federal Emergency Management Agency: 
NatIOnal Credit Union Administration 14 187 183 3,508 3,681 3,695 
Postal Service -1,803 ( .. ) -389 860 2,663 860 
Tennessee Valley Authority -252 -951 -291 951 252 
Other -1 221 208 1,871 2,093 2,092 

Other 29 464 409 3,387 3,822 3,851 

Total public debt securities 449 23,171 15,521 80,161 102,882 103,331 
Total agency seCUrities -16 

Total Federal funds ............................................. 449 23,171 15,505 80,161 102,882 103,331 

Trust funds: 
Legislative Branch 

library of Congress 1 1 5 18 18 19 
United States Tax Court ( .. ) (. ') ( .. ) 6 6 6 
Other ( .. ) 1 1 33 34 34 

The JudiCiary 
Judicial retirement funds -23 19 46 333 375 353 

Department of Agriculture -10 1 -304 6 17 7 
Department of Commerce ( .. ) ( .. ) (") 
Department of Defense-Military' 

Voluntary separation Incentive fund -34 50 126 811 895 862 
Other ( .. ) -1 -21 68 66 66 

Department of Defense-CIvil 
Military retirement fund -1,534 9,134 3,926 116,888 127,556 126,022 
Other -30 324 294 1,789 2,143 2,113 
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Table 6. Schedule D-Investments of Federal Government Accounts in Federal Securities, September 1997 and 
Other Periods-Continued 

[$ millions) 

Net Purchases or Sales (-) Securities Held as Investments 
Current Fiscal Year 

Classification 
Fiscal Year to Date 

This Month 
Beginning of 

Close of 

This Year I Prior Year I This Month 
This month 

This Year 

Trust Funds-Continued 
Department of Health and Human Services: 

Federal hospital insurance trust fund 1,268 -9,184 -4,059 125,805 115,352 116,621 
Federal supplementary medical insurance trust fund 1,364 7,289 13,662 27,175 33,101 34,464 
Other 4 160 117 1,109 1,266 1,270 

Department of the Interior 82 90 16 332 340 422 
Department of Justice -63 63 
Department of Labor: 

Unemployment trust fund -1,412 8,031 6,751 53,893 63,336 61,923 
Other 30 -12 3 79 37 67 

Department of State: 
Foreign Service retirement and disability fund -31 582 596 8,396 9,009 8,978 
Other -1 7 -27 3 10 9 

Department of Transportation: 
Highway trust fund -519 1,157 2,652 21,184 22,860 22,341 
Airport and airway trust fund -581 -1,322 -3,463 7,682 6,942 6,360 
Other -17 112 119 1,999 2,128 2,111 

Department of the Treasury -25 23 14 250 298 273 
Department of Veterans Affairs: 

General post fund, national homes -7 -3 4 40 44 37 
National service life insurance -94 16 53 12,007 12,117 12,023 
United States government life Insurance Fund -1 -7 -8 99 93 92 
Veterans special life insurance fund -12 30 34 1,580 1,622 1,610 

Environmental Protection Agency -199 -498 231 7,475 7,176 6,977 
National Aeronautics and Space Administration (") (") (") 16 17 16 
Office of Personnel Management: 

Civil service retirement and disability fund: 
Public debt securities 22,666 28,961 19,317 385,443 391,739 414,404 
Agency securities -250 -508 7,606 7,606 7,348 7,098 

Employees life insurance fund 154 1,077 1,122 16,962 17,884 18,038 
Employees and retired employees health benefits fund -36 -1,396 294 8,183 6,823 6,787 

Social Security Administration: 
Federal Old-age and survivors insurance trust fund 4,894 68,041 51,457 499,403 562,551 567,445 
Federal disability insurance trust fund 1,062 13,462 14,875 50,100 62,499 63,562 

Independent agencies: 
Harry S. Truman memorial scholarship trust fund -1 (") 1 55 56 55 
Japan-United States Friendship Commission (") (") (") 16 16 16 
Railroad Retirement Board 74 2,117 2,682 17,122 19,165 19,239 
Other ........... -17 22 17 484 523 506 

Total public debt securities 26,951 128,286 110,534 1,366,842 1,468,176 1,495,128 
Total agency securities -250 -508 7,606 7,606 7,348 7,098 

Total trust funds ., .............. ,", ................ , ............ 26,701 127,777 118,141 1,374,448 1,475,524 1,502,226 

Grand total,., .... " .... , .. , ....... " ............ ,", ............ " ... ".,.,' 27,151 150,948 133,646 1,454,609 1,578,406 1,605,557 

No Transactions Note: Investments are in public debt securities unless otherwise noted. 
(. 'J Less than $500,000 Note· DetaIls may not add to totals due to roundIng 
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Table 6. Schedule E-Net Activity, Guaranteed and Direct Loan Financing, September 1997 and Other Periods 
[$ millions) 

- -- -- --
Net Transactions 

Account Balances 
(-) denotes net reduction of 

Current Fiscal Year 
asset accounts 

ClassificatIon 
Fiscal Year to Date Beginning of 

Close of 
This Month 

This Year I I This Month 
This month 

Prior Year This Year 

Guaranteed Loan FinancIng Activity: 
Funds Appropriated to the President 

Agency for Internaltonal Development 
Ukraine export credit Insurance fund -10 -25 -1 -1 -17 -26 
Loan guarantees to Israel -23 -56 -99 -341 -375 -397 
Housing and other credit guaranty programs ( .. ) -2 -7 -34 -37 -37 
M,croenterprlse and other development (" .) (" .) r .) -2 -2 -2 

Overseas Private Investment Corporation -14 -75 -50 --107 --168 -182 
Department of Agriculture 

Farm Service Agency 
Commodity Credit Corporation export fund -68 -321 321 162 -92 -159 
Agricultural credit Insurance fund 41 58 -24 -227 -209 -169 

Rurat Utilities Service 
Rural water and waste disposal fund ( .. ) (" .) r .) -24 -24 -24 

Rural HOUSing Service 
Rural community faCIlity loans 1 -3 -3 -3 -2 
Rural hOUSing Insurance fund 3 -7 -12 -64 -74 -71 

Rural BUSiness Cooperative Service. 
Rural bUSiness and Industry loans -8 -9 -9 -18 -17 

Department of Commerce 
National OceaniC and Atmospheric Administration: 
Fishing vessel obligations ( .. ) -1 -4 -3 -3 

Department of Educalton 
Office of Postsecondary Education 

Federal family education loans -1.415 -377 -1.134 -7,580 -6,542 -7,957 
College hOUSing and academIC faCilities loans -1 2 7 12 14 13 

Department of Health and Human Services: 
Health Resources and Services Administration 

Health profeSSions graduate student loans -6 -21 -25 -230 -246 -251 
Department of HOUSing and Urban Development: 

Public and Indian HOUSing Programs 
Indian hOUSing loans (" .) -1 -1 -1 -2 -2 

CommunJIy Planning and Development 
Community development loans (" .) -2 (" .) ( .. ) -2 -2 

HOUSing Programs 
FHA-Mutual mortgage Insurance loans 435 892 1,350 1,744 2.201 2,636 
FHA-General and speCial risk fund 232 94 -20 4 -133 99 

Government National Mortgage Association' 
Guarantees of mortgaged-backed securities -4 -28 -35 -127 -151 -155 

Department of the Interior 
Bureau of Indian AffairS 5 -9 -24 -19 -18 

Department of Transportation 
Maritime Administration -1 -18 -86 -166 -183 -184 

Department of Veterans AffairS: 
Veterans Benefits Administration 

Guaranty and Indemntty fund -1 633 -338 -3,784 -3,149 -3,150 
Loan guaranty revolVing fund ( .. ) ( .. ) ( .. ) -1 -1 -1 

Small BUSiness Administration. 
BUSiness loan fund -18 -57 

Independent agencies 
-299 -1,256 -1,296 -1,313 

Export-Import Bank of the United States -205 -1.138 -560 -1.688 -2.620 -2.825 
Net Activity, Guaranteed loan Financing ......................... -1,049 -450 -1,036 -13,750 -13,151 -14,200 

Direct Loan Financing Activity: 
Funds Appropriated to the PreSident 

International Security ASSistance 
Foreign military loan program 36 303 496 974 1,242 1,278 
MIlitary debt reduction 3 3 ( .. ) 3 

Agency for International Development 
International debt reduction -33 -42 -59 227 219 186 
Private sector loan fund r .) (" .) 1 2 2 

Overseas Pnvate Investment Corporation 5 11 15 59 65 70 
Department of Agriculture 

F arm Service Agency 
Agricultural credit Insurance fund 138 247 300 1.551 1.661 1,798 

Natural Resources Conservation Service 
Agncultura l resource conservation demonstration program ( .. ) 2 2 -7 -5 -5 
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Table 6, Schedule E-Net Activity, Guaranteed and Direct Loan Financing, September 1997 and Other Periods-Continued 
[$ millions] 

Net Transactions 
Account Balances (-) denotes net reduction of 

asset accounts Current Fiscal Year 
Classification 

Fiscal Year to Date 
This Month 

Beginning of 
Close of 

.. 
Direct Loan Financing Activity. Continued 
Department of Agriculture:-Continued 

Rural Utilities Service 
Rural water and waste disposal fund 
Rural electrification and telecommunications fund 
Rural telephone bank 
Rural development insurance fund 

Rural Housing Service: 
Rural community facility loans fund 
Rural housing insurance fund 
Self-help housing land development fund 

Rural Business - Cooperative Service: 
Rural development loan fund .......... . 
Rural economic development loan fund 
Rural business and industry loan 

Foreign Agricultural Service: 
P.L. 480 direct loan fund 
International debt reduction 
P.L. 480. Title I. Food for progress credits 

Department of Commerce: 
National Oceanic and Atmospheric Administration: 

Fisheries finance 
Department of Education 

Office of Postsecondary Education: 
Federal direct student loan program 
Historically black college and university capital financing fund 

Department of Housing and Urban Development: 
Housing Programs: 

FHA-Mutual mortgage insurance loans 
FHA-General and special risk fund 

Department of the Interior: 
Bureau of Reclamation 
Bureau of Indian Affairs 

Department of State: 
Administration of Foreign Affairs: 

Repatriation loans 
Department of Transportation: 

Office of the Secretary: 
MinOrity business resource center 

Federal Highway Administration: 
High priority corridors loan fund 

Federal Railroad Administration: 
Railroad rehabilitation and improvement loan funds 
Amtrak corridor improvement loans 
Alameda corridor prOject loans 

Department of the Treasury: 
Departmental Offices 

Community development financial institutions fund 
FinanCial Management Service 

Department of Veterans Affairs: 
Veterans Benefits Administration: 

Guaranty and indemnity fund 
Loan guaranty fund 
Direct loan fund 
Native American veteran housing fund 
Vocational rehabilitation loan fund 

Environmental Protection Agency: 
Abatement. control, and compliance loan program 

Small Business Administration 
Business loan fund 
Disaster loan fund 

Independent agencies: 
District of Columbia 
Export-Import Bank of the United States 
Federal Communications Commission: 

Spectrum auction loan fund 
Federal Emergency Management Agency: 

Disaster assistance loan fund 

Net Activity, Direct Loan Financing 

Note Federal credit programs prOVide benefits to the public In the form of direct loans and loan 
guarantees This table reflects cash transactions and balances of the non budgetary finanCing fund 
accounts that result from the disbursement of loans. collection of fees. repayment of principle. sale 
of collateral. Interest. and subsidy received from the credit program accounts at net present value 
In aCCOrdance with the Credit Reform Act of 1990. Un reimbursed costs such as administrative 
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This Year I Prior Year I This 
This month 

This Year Month 

125 550 456 456 880 1,005 
67 649 690 3,125 3,707 3,774 
9 -3 37 146 134 143 

1,065 1,065 1,065 

25 128 86 86 189 214 
473 698 768 5,616 5.841 6,313 
(oo) ( .. ) (oo) r ') (' ') (oo) 

8 23 26 61 76 84 
2 5 3 27 30 32 
2 3 1 3 

5 13 82 323 331 336 
5 5 1 36 36 41 

12 -3 30 189 174 186 

( .. ) (oo) (oo) (oo) 

2,486 10,336 8,538 11,566 19,416 21,902 
(' ') ( .. ) (") 1 1 

1 -1 2 2 1 1 
(oo) (oo) ( .. ) (oo) ( .. ) (") 

4 16 12 28 39 44 
2 (") -1 26 25 26 

(oo) r') (oo) -2 -2 -2 

-1 -2 7 6 5 

-12 -36 34 9 -3 

(oo) (oo) (oo) 2 2 2 
-3 (oo) 3 -1 -1 

120 120 120 

(oo) 3 3 3 
(oo) (oo) (' ') (") 

37 254 197 408 626 663 
104 179 -4 376 450 555 
(oo) (") (") (oo) (") (") 

2 3 5 11 12 14 
(oo) (oo) (") 1 1 1 

2 -2 3 40 36 38 

-2 -1 -4 98 99 97 
3 347 259 3,672 4,016 4,019 

-156 232 379 223 223 
-372 411 780 1,991 2,774 2,402 

496 6,996 114 114 6,614 7,110 

4 -33 -19 89 52 56 

3,753 21,023 13,049 32,780 50,051 53,803 

expenses and subsidy payments are reported on a cash baSIS and Included within each program's 
budgetary totals in Table 5. 

... No Transactions 
(' ') Less than $500.000 
Note: Details may not add to totals due to rounding 



Table 7. Receipts and Outlays of the U.S. Government by Month, Fiscal Year 1997 
[$ millions) 

Classification Oct. Nov. Dec. Jan. Feb. March April May June 

Receipts: 
Individual Income taxes 53600 46.271 59,423 87.239 37.400 36,434 134.291 30.690 74.381 
Corporation Income taxes 863 2.339 38.956 4.808 2.237 18.124 27.422 4.253 39.373 
Social Insurance taxes and 
contributions 

Employment taxes and 
contributions 34,428 36.967 40.057 47.302 38.969 43.547 50.771 39.835 47.933 

Unemployment Insurance 1.330 2.574 259 1.137 2,423 311 3.532 9.963 343 
Other retirement contributions 346 411 371 355 393 338 341 422 336 

EXCise taxes 3.923 4.678 4.559 4.219 5.106 3.998 4.768 4.808 5.185 
Estate and gift taxes 1.547 1.394 1,371 1.615 1,180 1.468 3.308 1.412 1,494 
Customs duties 1,432 1.219 1.520 1,468 1.379 1,315 1,492 1,443 1,522 
Miscellaneous receipts 2.187 1.997 1.973 2,574 1.206 1.964 2,662 1.667 2,793 

Total-Receipts this year ........... 99,656 97,849 148,489 150,718 90,293 108,099 228,588 94,493 173,361 

(On·budget) . . . . . . . . . . . . . . . . . . . . . . . . 73,644 70,018 119,527 113,840 59,673 73,869 187,997 63,147 135,922 

(Off·budget) ...................... 26,012 27,831 28,961 36,877 30,620 34,230 40,591 31,347 37,439 

IOltil-R,ci{'/I'{\ {l/'liJr I ear 9.\.1> '4 9()()81> 13,U4" 14.' 999 89.4:'8 1\9.08 7 :'03.401i 9(U:':' 151.995 

f()1! filldr.,:t'f' ~_"t.~i·U 1>3. '.'9 110.398 1111.1,9.' 0099:' .10. 7 53 1611/155 61i.11i3 110. 7 94 

1(111 I'II"~('IJ .'3.193 :'0.3.1 ' C -. 949 3.'.30- :'8.43' 3.'.334 4:'.613 .'9.9311 35 .. '01 

Outlays 
LegiSlative Branch 328 209 186 197 134 168 174 199 221 
The JudiCiary 216 401 209 220 217 342 209 399 221 
Executive Office of the PreSident 14 22 17 14 17 26 18 24 19 
Funds Appropriated to the PreSident 

International Security ASSistance 3.222 218 4 118 29 107 75 315 101 
International Development 

ASSistance 728 333 318 678 227 243 748 275 235 
Other ~357 ~71 480 29 263 251 172 ~307 ~206 

Department of AgnCUlture' 
Commodity Credit Corporation and 

Foreign Agncultural Service 2,014 1.432 1.889 2,251 ~426 ~320 ~430 ~383 ~579 

Other 3.971 3.812 3,457 3.962 3.835 4,278 3.762 3,667 3.623 
Department of Commerce 313 351 332 371 270 247 243 332 394 

Department of Defense 
M,htary 

Mlhtary personnel 5.809 8.112 5,678 5.874 5.669 3.436 5.373 8,282 3,488 
Operation and maintenance 6.649 7,636 8,081 7,667 7,787 7.671 7,387 8.056 8.004 
Procurement 3.286 3.323 4,812 3.623 3,398 4,163 3,792 4.146 4.456 
ResearCh. development. test. and 

evaluation 2.647 2.972 2,971 3.037 2.685 3,030 2,960 3,617 3,521 
Mlhtary construction 481 515 614 432 362 529 469 591 529 
Family hOUSing 312 326 325 314 338 311 303 306 359 
ReVOlVing and management 

funds 1.249 1.052 ~425 567 ~719 352 683 179 ~423 

Other 786 ~222 ~161 ~367 476 ~470 12 ~28 ~167 

Total Military 21.218 23.116 21.896 21.148 19.995 19.022 20.979 25.150 19.166 

C,v,l 2.755 2.831 2,805 2,868 2,853 2.795 2,821 2,881 2,672 
Department of Education 2.348 3.291 1.962 2,965 3,293 2,237 2,338 1,954 1,981 
Department of Energy 1.380 1.265 1,304 1.088 977 1.127 1,052 1,170 1,341 
Department of Health and Human 

Services 
PUbliC Health Service 1.618 2.310 1.837 2.003 1,582 1.800 1.746 1.965 1,903 
Health Care FinanCing Administration 

Grants to States for Medicaid 8.194 7.184 8.279 8,295 7,320 8.089 8.117 7.982 8,034 
Federal hospital Ins trust fund 11.377 11.517 10.972 11.583 11,281 10.448 12.017 13,189 9,942 
Federal supp med Ins trust 

fund 6.348 6.558 5.867 6.365 5.412 4.899 6.201 6.947 5,241 
Other 4.808 4.896 4.888 6.233 5.040 5.741 6.138 5.029 5,680 

Administration for Children and 
Families 2.198 2.672 2,557 2.781 2.873 2.494 2.673 2,863 2.456 

Other ~6.370 ~6.252 ~6.547 ~7.769 ~6.629 ~7.256 ~8.373 ~6,510 ~7,266 
Department of HOUSing and Urban 
Development 3.103 3.336 1.667 3.098 2.487 1.119 2.061 2.709 1,878 

Department of the Interior 640 679 615 676 455 496 422 539 406 
Department of Justice 919 1.263 1.141 1.266 1.655 1.064 1,049 1.242 1.360 
Department of Labor 

Unemployment trust fund 1.790 1.661 2.153 2.726 2.349 2.366 2,186 1.829 1.801 
Other 649 -135 554 641 276 350 716 624 662 

Department of State 700 I 301 843 402 292 367 540 243 368 
Department of Transportation 

HlgnIVav trust fund 2078 ' 1725 1491 1344 1.245 1.378 1.526 1.756 1.847 
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Fiscal Com· 

Year parable 
July Aug. Sept. 

To PeriOd 

Date Prior 
F.Y. 

53.868 45.669 78.199 737.466 656.417 
3}03 2.279 37.338 182.294 171.824 

38.066 41.861 47.013 506}50 476.362 
2.081 4.002 247 28.202 28.584 

425 338 342 4.418 4,469 
5.369 4,593 5.119 56.926 54,015 
1.552 1,655 1,849 19,845 17,189 
1,799 1,749 1,590 17,927 18.671 
2,315 1,338 2,474 25,149 25,234 

109,178 103,483 174,770 1,578,977 
""" 

79,600 70,902 138,847 1,186,987 ...... 

29,578 32,580 35,923 391,989 ...... 

103.893 99.996 15 ",6'0 1.45:.71>5 

'.1.:'83 7/.505 1:!5.IW/i I.ON5.!73 

:/i.6/O :'8.491 3/.80: 367.49:' 

200 170 176 2,361 2.272 
350 222 252 3,259 3,061 

17 14 16 219 202 

~35 176 72 4.403 4,254 

549 188 514 5,036 5,224 
405 ~210 302 752 233 

~337 ~246 2,849 7,713 5,258 
3,637 3,448 3,393 44.845 49,080 

295 288 345 3,780 3,703 

6.383 8,168 3.452 69,722 66,669 
7.212 6,928 9,411 92,490 88,761 
4,091 4,068 4,500 47,659 48,912 

3,280 2,820 3,485 37,026 36,561 
497 596 573 6,188 6,684 
334 351 426 4,004 3,829 

70 300 ~212 2,674 2,506 
90 74 ~1 ,457 ~1,434 ~664 

21,956 23,306 20,179 258,330 253,258 

2,841 2.789 2,921 33,833 32,535 
1,526 2,257 3,862 30,013 29,734 
1,253 1,197 1,316 14,470 16,204 

1.961 1,864 1,165 21.755 21,406 

7,553 7,576 8,927 95,552 91,990 
12.440 12.736 9,875 137,378 127.683 

6,535 7.056 5.123 72.553 68.946 
5,009 5.094 5.027 64,181 66,279 

2,116 2,395 3,269 31,349 31,023 
~6,731 ~6}07 ~6,866 ~83,276 ~87,525 

2.852 3,102 422 27,833 25,240 
677 398 720 6.124 6.118 

1.260 1.102 970 14.291 11.950 

1.967 1,776 1,697 24,300 26.146 
866 575 384 6.161 6.350 
406 364 409 5.237 4.955 

1.907 2.105 2.211 20.612 19.143 



Table 7. Receipts and Outlays of the U.S. Government by Month, Fiscal Year 1997-Continued 
[$ millions] 

Classification Oct. Nov. Dec. Jan. Feb. March April May June July Aug. 

Outlays-Continued 
Other. 1.788 1.623 1,733 1.597 1.611 1,441 1,436 1.577 1.371 1,781 1.638 

Department of the Treasury: 
Interest on the public debt 21,695 26,574 63,993 21,229 21,292 21,581 21,698 27,517 64,374 21,398 23,570 
Other. 558 335 311 656 8,461 7,706 3,990 2,173 992 1,187 76 

Department of Veterans Affairs: 
Compensation and pensions . 1,559 2,997 1,620 1,594 1,649 137 1,637 3,151 110 1,625 3,185 
National service life 67 62 84 78 89 103 87 89 79 79 79 
United States government life 1 1 1 1 1 1 1 1 1 1 1 
Other .. 1,747 2,079 1,369 1,600 1,630 1,517 1,610 1,084 1,396 1.703 1,544 

Environmental Protection Agency 442 457 655 515 425 526 474 468 543 514 501 
General Services Administration . 285 -687 610 535 -549 300 419 -540 557 -593 443 
National Aeronautics and Space 
Administration 1,115 1,237 1,275 1,118 1,097 1,192 1,066 1,296 1,211 1,367 1,215 

Office of Personnel Management 3,762 3,474 3,950 3,634 3,522 3,986 3,975 3,557 3,928 3,881 3,903 
Small Business Administration 25 40 167 -39 23 14 39 -35 -17 85 23 
Social Security Administration: 

Federal Old-age and survivors ins. 
trust fund (off-budget) 25,548 25,504 25,749 26,294 26,340 

Federal disability ins. trust fund (off-
26,330 26,408 26,490 30,097 26,619 26,630 

budget) . 3,805 3,955 3,810 4,082 3,610 3,905 3,884 3,936 3,964 3,919 3,942 
Other .... 2,459 4,440 2,306 2,027 2,564 80 2,318 4,632 145 2,538 4,419 

Independent agencies: 
Fed. Deposit Ins. Corp: 

Bank insurance fund 42 -195 -351 94 -292 -1,112 -1,231 -462 -37 -86 -263 
Savings association insurance 
fund -22 -4,498 51 137 25 -60 -20 -15 -78 -2 -28 

FSLlC resolution fund: 
RTC closeout -109 -986 -321 42 -1,548 -166 -224 -213 -187 -165 -421 
Other. -32 -22 -56 -706 -10 -21 -64 -47 -2 -32 -72 

Affordable housing and bank 
enterprise . (") (") (") .... 

Postal Service: 
Public enterprise funds (off-
budget) -952 505 -152 -1,228 85 -513 -916 743 307 -451 -1,107 

Payment to the Postal Service 
fund 57 21 .... 21 5 21 . ... 

Tennessee Valley Authority -29 79 77 4 -125 -104 14 39 -176 87 -152 
Other independent agencies 2,581 1,718 2,304 1,463 1,655 1,755 1,653 1,589 -1,111 1,831 1,579 

Undistributed offsetting receipts: 
Employer share, employee 
retirement -2,407 -2,580 -2,451 -2,474 -2,592 -2,458 -2,530 -2,677 -2,491 -3,006 -2,511 

Interest received by trust funds -347 -5,855 -43,522 -62 -1,525 -250 -602 -5,996 -44,290 -383 -1,811 
Rents and royalties on outer 
continental shelf lands . -370 -55 -762 -414 -458 -352 -273 -36 -842 -589 -10 

Other. -3 -3,627 (") -1,415 -5,224 -1 -742 

Totals this year: 
Total outlays ......................... 139,469 135,727 129,999 137,354 134,303 129,422 134,650 142,988 118,726 134,802 138,672 

(On-budget) ........................ 113,290 106,327 120,762 110,551 104,964 100,427 107,843 112,626 105,267 107,050 109,810 

(Off-budget) ........................ 26,179 29,400 9,237 26,803 29,339 28,995 26,807 30,362 13,459 27,752 28,862 

Total-surplus (+) or deficit (-) ..... -39,813 -37,878 +18,490 +13,364 -44,010 -21,323 +93,939 -48,494 +54,635 -25,624 -35,189 

(On-budget) ........................ -39,646 -36,309 -1,234 +3,289 -45,291 -26,558 +80,155 -49,479 +30,655 -27,450 -38,908 

(Off-budget) ........................ -167 -1,569 +19,724 +10,075 +1,281 +5,234 +13,784 +985 +23,980 +1,826 +3,719 

Total borrowing from the public .... 15,588 45,459 -12,321 -16,776 35,968 28,833 -39,001 -19,054 -11,147 -1,408 30,348 

TOial-ol/llar.1 prior real' 118.:!5:! 128.538 /33.064 I :!3.543 133.775 136.158 131,064 143,173 117.655 130,749 141,828 

(On-blldget) 91.O51 IOI.1N7 111.833 97.951 j()5.842 108.::37 105.101 114.316 103,997 104.215 113.840 

(Olf~blldget) . 16,101 16,691 11.231 25,591 17,933 ::7.9]1 25,863 28,856 13,657 26,535 27,988 

TOlal-llIrpllll (+) or dd;cil (-) prior 
rl'Gr -2::.578 -38,452 +5.283 +19,456 -44.346 -47.071 +72,404 -53.051 +34.340 -]6.856 -41.831 

IOn·bllll~et) -19.771 -38.117 - 11.435 + 1],740 -44.850 -51.484 +55,654 54.133 +12.796 -28,932 -42,335 

(Oll-blldget) -2.807 -334 +/6,717 +6,716 +504 +4,4/3 + 16,750 +1.082 +21,544 +2.076 +504 

... No transactions 
(. ') Less than $500.000. 
Note: Details may not add to totals due to rounding. 
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Fiscal 
Com-

parable 
Sept. 

Year 
Period 

To 
Date 

Prior 
F.Y. 

1,629 19,226 19.033 

20,874 355,796 343,955 
-2,859 23,585 21.381 

124 19,389 17,170 
100 996 1,004 

1 13 15 
1,601 18,881 18,726 

645 6,167 6,046 
304 1,083 731 

1,168 14.358 13,882 
3,814 45,385 42,872 

9 334 872 

26,561 318,569 305,461 

3,888 46,701 44,558 
110 28,039 25,213 

-131 -4,025 -1,088 

-44 -4,554 -1,059 

-162 -4,460 -5,994 
-80 -1,143 -33 

(") 1 

4,006 327 -180 

126 122 
-51 -337 757 

1,425 18,444 16,551 

-6,080 -34,256 -33,536 
-349 -104.992 -98,085 

-550 -4,711 -3,741 
(") -11,011 -343 

125,484 1,601,595 . ..... 
91,678 1,290,594 ...... 
33,806 311,000 ...... 

+49,286 -22,618 . ..... 
+47,169 -103,607 ...... 

+2,118 +80,989 ...... 
-18,318 38,171 129,657 

122,412 1.560.210 

89,978 1,259,308 

32,435 300.901 

+35,257 -107,445 

+35.830 -174.035 

-573 +66.590 



Table 8. Trust Fund Impact on Budget Results and Investment Holdings as of September 30, 1997 
[$ millions] 

This Month Fiscal Year to Date 
Securities held as Investments 

Current Fiscal Year 
Classification 

Beginning of 
Close of 

Receipts Outlays Excess Receipts Outlays Excess 
This Year I This Month 

This Month 

Trust receipts. outlays. and Investments held: 
Alfport and alfway 158 523 -365 4.488 5.741 -1.252 7.682 6.942 6.360 
Black lung disability 432 512 -80 992 995 -3 
Federal disability Insurance 4.970 3.888 1.082 60.100 46.701 13.399 50.100 62.499 63.562 
Federal employees life and health -87 87 -385 385 25.145 24.707 24.825 
Federal employees retirement 25.991 3.551 22.439 71.367 42.243 29.125 401.784 408.477 430.839 
Federal hospital Insurance 11095 9.916 1.179 128.548 137.884 -9.336 125.805 115.352 116.621 
Federal old-age and survivors Insurance 31.603 26.561 5.042 386.485 318.569 67.916 499.403 562.551 567.445 
Federal supplementary medical Insurance 6.635 5.123 1.512 80.806 72.553 8.252 27.175 33.101 34.464 
Hazardous substance superfund 757 192 565 1.709 2.167 -458 6.376 6.069 5.877 
Highways 1.795 2,450 -656 25.310 24.518 793 21.184 22.860 22.341 
MIlitary advances 1.027 1.328 -302 15.128 15.096 32 
MIlitary retirement 926 2.541 -1.615 38,173 30.188 7.984 116.888 127.556 126.022 
Railroad retlfement 542 672 -130 9.270 8.326 944 17.122 19.165 19.239 
Unemployment 280 1.702 -1,422 32.481 24.375 8.107 53.893 63.336 61,923 
Veterans life Insurance 13 123 -110 1.254 1.210 45 13.686 13.832 13.724 
All other trust 394 838 -445 3.355 5.565 -2.210 8.206 9.079 8.983 

Total trust fund receipts and outlays and 
investments held from Table 6-0 .......... 86,617 59,835 26,782 859,468 735,745 123,723 1,374,448 1,475,524 1,502,226 

Less Interfund transactions 33.886 33,886 252.736 252.736 

Trust fund receipts and outlays on the baSIS 
of Tables 4 & 5 52.730 25.949 26.782 606.732 483.009 123.723 

Total Federal fund receipts and outlays ...... 125,452 102,947 22.505 1,010,340 1,156,682 -146,341 
Less Interfund transactions 487 487 1.048 1.048 

Federal fund receipts and outlays on the 
baSIS of Table 4 & 5 124.965 102,460 22.505 1.009.292 1.155.633 -146.341 

Less, Offsetllng proprietary receipts 2,925 2.925 37.047 37.047 

Net budget receipts & outlays ................... 174,770 125,484 49,286 1,578,977 1,601,595 -22,618 

No transactions securities TMy have no net effect on overall budget receIpts and outlays Since the receipts Side 01 
Note Inlertund receipts and outlays are transactions between Federal funds and trust fundS such transactions IS offset agaInst bugdet outlays, In thiS table, Interfund receipts are shown as an 

such as Federal payments and contributions. and Interest and profits on Investments In Federal adjustment to arrive at total receipts and outlays of trust lunds respectively, 

Table 9. Summary of Receipts by Source, and Outlays by Function of the U.S. Government, September 1997 
and Other Periods 

RECEIPTS 
IndIVidual Income taxes 
Corporation Income taxes 

ClaSSification 

SOCIal Insurance taxes and contnbutlons 
Employment taxes and contnbutlons 
Unemployment Insurance 
Other retirement contnbutlons 

EXCise taxes 
Estate and gift taxes 
Customs duties 
Miscellaneous receipts 

Total ............ .. 

NET OUTLAYS 
National defense 
InternatIonal affairS 
General SCience, space. and technology 
Energy 
Natural resources and envlfonment 
Agnculture 
Commerce and hOUSing credit 
Transportation 
Community and Regional Development 
Education trainIng employment and SOCIal services 
Health 
Medicare 
Income security 
SOCIal Security 
Veterans benefits and services 
AdministratIon of Justice 
General government 
Interest 
Undistributed offsetting receipts 

Total 

~ ... '" ~'d(lS.;h.-·'0(lS 

.... C'te D2'~.3.!5 ""'a. "ot aoe 'c :C'taI 5 Que to rounding 

[$ millions] 

This Month 

78.199 
37.338 

47.013 
247 
342 

5.719 
1.849 
1.590 
2,474 

174,770 

21.076 
1.312 
1.543 

598 
2.071 
3.152 
1.601 
3.818 
1,115 
5.804 

10.771 
13.283 
13,718 
30.448 

1,833 
1.470 
1.440 

17.061 
-6.630 

125,484 

30 

Fiscal Year Comparable Period 
To Date Prior Fiscal Year 

737.466 656.417 
182.294 171.824 

506,750 476.362 
28.202 28.584 

4.418 4.469 
56.926 54.015 
19.845 17.189 
17,927 18.671 
25.149 25.234 

1,578,977 1,452,765 

270.084 265.748 
15.423 13.496 
18.510 16.709 

1.583 2.836 
20.977 21,608 
10.663 9.159 

-13.963 -10,472 
39.725 39.565 
11.695 10.685 
51.509 52.001 

123.430 119.074 
189.970 174.225 
230.359 225.989 
365.257 349.676 

39.313 36.981 
20.224 17.548 
12.750 11.914 

244,058 241.090 
-49,973 -37.620 

1,601,595 1,560,210 



Explanatory Notes 
1. Flow of Data Into Monthly Treasury Statement 

The Monthly Treasury Statement (MTS) is assembled from data in the 
central accounting system. The major sources of data include monthly 
accounting reports by Federal entities and disbursing officers, and daily 
reports from the Federal Reserve banks. These reports detail accounting 
transactions affecting receipts and outlays of the Federal Government 
and off-budget Federal entities, and their related effect on the assets and 
liabilities of the U.S. Government. Information is presented in the MTS on 
a modified cash basis. 

2. Notes on Receipts 
Receipts included in the report are classified into the following major 

categories: (1). budget receipts and (2) offsetting collections (also called 
applicable receipts). Budget receipts are collections from the public that 
result from the exercise of the Government's sovereign or governmental 
powers, excluding receipts offset against outlays. These collections, also 
called governmental receipts, consist mainly of tax receipts (including 
social insurance taxes). receipts from court fines. certain licenses, and 
deposits of earnings by the Federal Reserve System. Refunds of receipts 
are treated as deductions from gross receipts. 

Offsetting collections are from other Government accounts or the 
public that are of a business-type or market-oriented nature. They are 
classified into two major categories: (1) offsetting collections credited to 
appropriations or fund accounts. and (2) offsetting receipts (Le., amounts 
deposited in receipt accounts). Collections credited to appropriation or 
fund accounts normally can be used without appropriation action by 
Congress. These occur in two instances: (1) when authorized by law, 
amounts collected for materials or services are treated as reimburse
ments to appropriations and (2) in the three types of revolving funds 
(public enterprise, intragovernmental, and trust); collections are netted 
against spending, and outlays are reported as the net amount. 

Offsetting receipts in receipt accounts cannot be uSed without being 
appropriated. They are subdivided into two categories: (1) proprietary 
receipts-these collections are from the public and they are offset against 
outlays by agency and by function, and (2) intragovernmental funds
these are payments into receipt accounts from Governmental appropria
tion or funds accounts. They finance operations within and between 
Government agencies and are credited with collections from other 
Government accounts. The transactions may be intrabudgetary when the 
payment and receipt both occur within the budget or from receipts from 
off-budget Federal entities in those cases where payment is made by a 
Federal entity whose budget authority and outlays are excluded from the 
budget totals. 

Intrabudgetary transactions are subdivided into three categories: 
(1) interfund transactions, where the payments are from one fund group 
(either Federal funds or trust funds) to a receipt account in the other fund 
group; (2) Federal intrafund transactions, where the payments and 
receipts both occur within the Federal fund group; and (3) trust intrafund 
transactions, where the payments and receipts both occur within the trust 
fund group. 

Offsetting receipts are generally deducted from budget authority and 
outlays by function, by subfunction, or by agency. There are four types of 
receipts, however, that are deducted from budget totals as undistributed 
offsetting receipts. They are: (1) agencies' payments (including payments 
by off-budget Federal entities) as employers into employees retirement 
funds, (2) interest received by trust funds, (3) rents and royalties on the 
Outer Continental Shelf lands, and (4) other interest (Le., interest collected 
on Outer Continental Shelf money in deposit funds when such money is 
transferred into the budget). 

3. Notes on Outlays 
Outlays are generally accounted for on the basis of checks issued, 

electronic funds transferred, or cash payments made. Certain outlays do 
not require issuance of cash or checks. An example is charges made 
against appropriations for that part of employees' salaries withheld for 
taxes or savings bond allotments - these are counted as payments to 
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the employee and credits for whatever purpose the money was withheld. 
Outlays are stated net of offsetting collections (including receipts of 
revolving and management funds) and of refunds. Interest on the public 
debt (public issues) is recognized on the accrual basis. Federal credit 
programs subject to the Federal Credit Reform Act of 1990 use the cash 
basis of accounting and are divided into two components. The portion of 
the credit activities that involve a cost to the Government (mainly 
subsidies) is included within the budget program accounts. The remaining 
portion of the credit activities are in non-budget financing accounts. 
Outlays of off-budget Federal entities are excluded by law from budget 
totals. However, they are shown separately and combined with the on
budget outlays to display total Federal outlays. 

4_ Processing 

The data on payments and collections are reported by account symbol 
into the central accounting system. In turn, the data are extracted from 
this system for use in the preparation of the MTS. 

There are two major checks which are conducted to assure the 
consistency of the data reported: 

1. Verification of payment data. The monthly payment activity reported by 
Federal entities on their Statements of Transactions is compared to the 
payment activity of Federal entities as reported by disbursing officers. 
2. Verification of collection data. Reported collections appearing on 
Statements of Transactions are compared to deposits as reported by 
Federal Reserve banks. 

5. Other Sources of Information About Federal Government 
Financial Activities 

• A Glossary of Terms Used in the Federal Budget Process. January 
1993 (Available from the U.S. General Accounting Office, P.O. Box 6015, 
Gaithersburg, Md. 20877). This glossary provides a basic reference 
document of standardized definitions of terms used by the Federal 
Government in the budgetmaking process. 

• Daily Treasury Statement (Available from GPO, Washington, D.C. 
20402, on a subscription basis only). The Daily Treasury Statement is 
published each working day of the Federal Government and provides data 
on the cash and debt operations of the Treasury. 

• Monthly Statement of the Public Debt of the United States 
(Available from GPO, Washington, D.C. 20402 on a subscription basis 
only). This publication provides detailed information concerning the public 
debt. 

• Treasury Bulletin (Available from GPO, Washington, D.C. 20402, by 
subscription or single copy). Quarterly. Contains a mix of narrative, tables, 
and charts on Treasury issues, Federal financial operations, international 
statistics, and special reports. 

• Budget of the United States Government, Fiscal Year 19 _ 
(Available from GPO, Washington, D.C. 20402). This publication is a 
single volume which provides budget information and contains: 

-Appendix, The Budget of the United States Government. FY 19_ 
-The United States Budget in Brief, FY 19 _ 
-Special Analyses 
-Historical Tables 
-Management of the United States Government 
-Major Policy Initiatives 

• United States Government Annual Report and Appendix (Available 
from Financial Management Service, U.S. Department of the Treasury, 
Washington, D.C. 20227). This annual report represents budgetary 
results at the summary level. The appendix presents the individual receipt 
and appropriation accounts at the detail level. 
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Chairman Johnson and Members of the Committee: 

I ~ pleased to have this opportunity to present testimony today concerning the 
Empowerment Zone and Enterprise Community (EZIEC) program. The EZIEC program was 
established by the Omnibus Budget Reconciliation Act of 1993 (OBRA 93) and expanded by the 
Taxpayer Relief Act of 1997 (TRA 97). 

The EZIEC program is designed to help distressed areas improve themselves. The 
program encourages leadership at all levels of government to resolve some of American's most 
difficult economic and social challenges. In the EZIEC program, the Federal government is a 
partner in a ten-year long collaboration with residents, community-based organizations, 
businesses, and local and State governments. By designating an area as an EZ or EC, the Federal 
government will provide a special package of tax incentives and grant programs. The 
development in an EZ or EC is community-based, community-driven, and community-controlled. 

My testimony today will describe for you the tax incentives that are a part of the EZIEC 
program, the recent changes to the program reflecting taxpayer concerns, and the revenue effects 
of the EZIEC program. 
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I. Description of Empowerment Zone! Enterprise Community Prol:ram 

Tax incentives are part of a comprehensive approach to address problems facing EZlEC 
communities. The Federal government provided flexible block grants to enable communities to 
undertake a broad range of activities that cannot easily be funded with tax incentives, such as 
community policing. Communities, in partnership with the private sector and local government, 
developed a strategic plan for community revitalization that leveraged these Federal resources in a 
wide range of creative programs. 

OBRA93 

As a result ofOBRA 1993, the Secretaries of the Department of Housing and Urban 
Development (HUD) and the Department of Agriculture designated a total of nine first-round 
empowerment zones (EZs) and 95 enterprise communities (ECs) on December 21, 1994. As 
required by law, six EZs are located in urban areas (with aggregate population for the six 
designated urban EZs limited to 750,000) and three EZs are located in rural areas.! Of the ECs, 
65 are located in urban areas and 30 are located in rural areas. Nominated areas were required to 
satisfy certain eligibility criteria, including specified poverty rates and population and geographic 
size limitations. 

In addition to tax incentives, OBRA 1993 provided that Federal grants would be made to 
designated EZs and ECs. The tax incentives for EZs and ECs generally will be available for 10 
years. An area's zone designation may be revoked if the local government or State significantly 
modifies the boundaries or does not comply with its agreed-upon strategic plan for the zone.2 

TRA97 

TRA 97 authorized the designation of22 EZs: 2 additional first-round EZs and 20 
"second-round" EZs. The Secretary ofHUD is authorized to designate the 2 new first-round 
EZs, which are to be located in urban areas (thereby increasing to 8 the total number offirst
round EZs located in urban areas), within 180 days after the enactment of the TRA 97. The 
designation of the 2 new first-round EZs will become effective on January 1,2000 (though we 
would support moving this date forward), and will generally remain in effect for 10 years. The 2 
new first-round EZs are subject to the same eligibility criteria as applied to the original 6 urban 

Rural enterprise zones are located in areas that are (1) outside a metropolitan statistical 
area as defined by the Secretary of Commerce, or (2) determined by the Secretary of Agriculture 
to be a rural area. 

2 An area's designation as a zone may be revoked only after a hearing on the record at 
which officials of the State and local governments are given an opportunity to participate and the 
governments have an opportunity to correct any deficiencies found at the hearing. Any such 
revocation may take effect only on a prospective basis. 
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EZs. 

The 20 second-round EZs are required to be designated before January 1, 1999, and the 
designations generally will remain in effect for 10 years. No more than 15 of the second-round 
EZs are to be located in urban areas and no more than five in rural areas. In addition, areas within 
Indian reservations are eligible to be included in a second-round EZ. 

TRA 97 also made numerous technical changes to OBRA 93's tax-exempt private activity 
bond provisions and the "enterprise zone business" definition, in order to allow a broader range of 
businesses to borrow the proceeds of the tax-exempt bonds and, in EZs, to qualify for the 
additional section 179 expensing. 

A. Description of tax incentives 

The tax incentives lower the cost of the two primary inputs for business -- labor and 
capital in distressed communities. 

First-Round. The first-round program contains three tax incentives3 as modified by TRA 
97, all of which are available in first-round EZs and one of which is available in ECs. These 
incentives are divided among a labor incentive and capital incentives. In the EZs, the labor 
incentive is an employment and training credit, and the capital incentives are increased section 179 
expensing and qualified enterprise zone facility bonds. In the ECs, the capital incentive is 
qualified enterprise zone facility bonds. 

Second-Round. The second-round EZ program contains three tax incentives. 4 These 
incentives are solely capital incentives: increased section 179 expensing and new tax-exempt 
financing with empowerment zone facility bonds. Unlike the first-round tax-exempt financing, the 
new empowerment zone facility bonds are not subject to the State private activity bond volume 
caps or the special limits on issue. In addition, EZs can designate 2,000 acres 

1. Labor Incentiye 

Employment and training credit. An employment and training credit is available to first
round EZs. This is a 20 percent credit against income tax liability is available to an employers for 

3 As a result ofTRA 97, businesses in first-round EZs and ECs are also eligible for the new 
Brownfields deduction for environmental remediation costs paid or incurred prior to January 1, 

2001. 

4 Businesses in the EZs, including an additional 2,000 acres which could be developed for 
commercial or industrial purposes but is not subject to the poverty rate criteria, are also eligible 
for the brownfields deduction of environmental remediation costs paid or incurred prior to 

January 1, 2001. 
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the first S15,000 of wages paid to each employee who (1) is a zone resident (~, his or her 
principal place of abode is within the zone)S, and (2) perfonns substantially all employment 
services within the zone in a trade or business of the employer. This credit encourages the 
employment of zone residents by lowering the cost of labor for zone businesses. 

To reduce the long-tenn cost of the credit, the rate of the credit is phased down after eight 
years by 5 percentage points per year. Thus, the maximum credit in 2002 would be 15 percent of 
the first S15,000 of wages, in 2003 it would be 10 percent of such wages, and in 2004 it would be 
5 percent of such wages. (The wage credit available in the two new first-round EZs has been 
modified, so that these new EZs receive the wage credit for eight years.) 

The maximum credit per qualified employee is S3,000 per year (prior to the phase down 
period). Wages paid to a qualified employee would continue to be eligible for the credit if the 
employee earns more than SI5,000, although only the first S15,000 of wages would be eligible for 
the credit.6 The wage credit is available with respect to a qualified employee, regardless of the 
number of other employees who work for the employer or whether the employer meets the 
definition of an "enterprise zone business" (which applies for certain other tax incentives described 
below). In addition, the credit is allowable to offset up to 25 percent of alternative minimum tax: 
liability. 

Qualified wages would include the first S15,000 of "wages," defined as (1) salary and 
wages as generally defined for FUTA purposes, and (2) certain training and educational expenses 
paid on behalf of a qualified employee, provided that (a) the expenses are paid to an unrelated 
third party and are excludable from gross income of the employee under section 127, or (b) in the 
case of an employee under age 19, the expenses are incurred by the employer in operating a youth 
training program in conjunction with local education officials. 

The credit is allowed with respect to both full-time and part-time employees. However, 
the employee must be employed by the employer for a minimum period of at least 90 days. 
Wages are not eligible for the credit ifpaid to certain relatives of the employer or, if the employer 
is a corporation or partnership, certain relatives of a person who owns more than 50 percent of 
the employer. In addition, wages are not eligible for the credit if paid to a person who owns more 
than five percent of the stock (or capital or profits interests) of the employer. An employer's 
deduction otherwise allowable for wages paid is reduced by the amount of credit claimed for that 
taxable year. 

S Employers are expected to undertake reasonable measures to verify an employee's 
residence within the zone, so that the employer will be able to substantiate any wage credit 
claimed. 

6 To prevent avoidance of the S15,000 limit, all employers that are members ofa controlled 
group of corporations (or that are partnerships or proprietorships under common control) are 
treated as a single employer. 
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Work opportunity tax credit. As an additional incentive for both first and second-round 
EZs and ECs, zone youth are included as an eligible target group for the work opportunity tax 
credit, or WOTC. The maximum WOTC is 40 percent of $6,000 in wages paid during the first 
year of employment with a maximum of $2,400. 

2. Capital Incentiyes 

Eliiible businesses. Unlike the labor incentive described above, the capital incentives 
described below are available only with respect to trade or business activities that satisfy the 
criteria for an "enterprise zone business." These limitations are designed to target the capital 
incentives to businesses that are likely to have a significant economic impact in the zone, while 
limiting the possibility of abuse. An "enterprise zone business" would be a corporation, 
partnership, or proprietorship if, for the taxable year, the following conditions are satisfied: (1) 
the sole trade or business is the active conduct of a "qualified business" ( described below) within 
an enterprise zone,7 (2) at least 50 percent of the total gross income is derived from the active 
conduct of a qualified business within a zone; (3) a substantial portion of the use of its tangible 
property occurs within a zone; (4) a substantial portion all ofits intangible property is used in the 

_ active conduct of such business; (5) a substantial portion all of the services performed by 
employees are performed within a zone; (6) at least 35 percent of the employees are residents of 
the zone;1 and (7) no more than five percent of the average of the aggregate unadjusted bases of 
the property owned by the business is attributable to (a) certain financial property, or (b) 
collectibles not held primarily for sale to customers in the ordinary course of an active trade or 
business.9 

A "qualified business" is any trade or business other than a trade or business that consists 
predominantly of the development or holding of intangibles for sale or license, or a business 
consisting of the operation of a facility described in section 144( c)( 6)(B) (i&., a private or 
commercial golf course, country club, massage parlor, hot tub facility, suntan facility, racetrack or 
other facility used for gambling, and any store the principal business of which is the sale of 
alcoholic beverages for consumption offpremises). Farming is also excluded unless the 

7 This requirement does not apply to a sole proprietorship. 

8 For this purpose, the term "employee" includes a self-employed individual (within the 

meaning of section 401 ( c)( 1». 

9 An activity will cease to be a qualified enterprise zone business as of the date on which the 
designation of the enterprise zone in which the activity is conducted is terminated, except that the 
activity will continue to be a qualified enterprise zone business with respect to 
(1) the first taxable year of such activity, (2) any property placed in service before the date of 
termination of the zone designation, and (3) any property placed in service after the date of 
termination pursuant to a binding, written contract in effect before the termination date (and at all 

times thereafter). 
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unadjusted basis of the assets used by taxpayer in the business total $500,000 or less. The rental 
of tangible personal property to others is a qualified business if and only ifat least 50 percent of 
the rental of such property is by enterprise zone businesses or by residents of a zone or 
community. For this purpose, a lessor of any commercial property within a zone or community 
may rely on a lessee's certification that the lessee is an enterprise zone business. 

Activities of legally separate (even if related) parties are not aggregated for purposes of 
determining whether an entity qualifies as an enterprise zone business. Notwithstanding the 
particular incentives described below, investments in enterprise zone businesses are subject to the 
general loss limitation rules (~, the passive loss rules and the at-risk limitations). 

Certain of the investment incentives impose limitations based on the type of tangible 
property used in an enterprise zone business. Such property, referred to as "qualified zone 
property," is depreciable tangible property (including buildings), provided that: (1) such property 
is acquired by the taxpayer from an unrelated party after the zone designation takes effect; (2) the 
original use of the property in the zone commences with the taxpayer/o and, (3) substantially all 
of the use of the property is in the active conduct of an enterprise zone business. In the case of 
property that is substantially renovated by the taxpayer, however, such property need not be 
acquired by the taxpayer after zone designation or originally used by the taxpayer within the zone 
if during any 24-month period after zone designation, the additions to the taxpayer's basis in such 
property exceed the greater of 100 percent of the taxpayers basis in such property at the 
beginning of the period or $5,000. 11 

Increased section 179 expensin~. The primary capital incentive for first-round EZs, and 
an incentive for the second-round, is an additional $20,000 in the expensing allowance for 
depreciable business property under section 179. This additional expensing is extended to all 
qualified zone property, including buildings. This increase in the expensing allowance lowers 
capital costs for small zone businesses by allowing them to deduct the total cost of an asset in the 
year it is purchased. 

Expensing is only available for small business. The section 179 expensing allowance is 
phased out for certain taxpayers with investment in depreciable business property during the 
taxable year above a specified threshold. For the allowance claimed with respect to qualified zone 
property, the phaseout range is extended to $476,000 of investment (exclusive of buildings) made 
by the taxpayer during the taxable year. All component members of a controlled group are 
treated as one taxpayer for purposes of the limitation and the phaseout. 

10 Thus, used property may constitute qualified zone property, so long as it has not 
previously been used within the enterprise zone. 

11 Qualified zone property does not include any property to which the alternative 
depreciation system under section 168(g) applies, determined (1) without regard to section 
168(g)(7), and (2) after application of section 280F(b). 
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The increased expensing allowance applies for purposes of the alternative minimum tax 
(~, it would not be treated as an adjustment for purposes of the alternative minimum tax). The 
allowance claimed with respect to qualified zone property would be recaptured if the property is 
not used predominantly in an enterprise zone business (under rules similar to present-law section 
1 79(d)(1 0». 

Qualified enterprise zone facility bonds. OBRA 93 authorized a new category of tax
exempt private activity bonds for use in first-round EZs and Ees. "Qualified enterprise zone 
facility bonds" are bonds 95 percent or more of the net proceeds of which are to be used to 
provide (I) qualified zone property for an enterprise zone business, and (2) land located in the 
zone the use of which is functionally related and subordinate to such a business. Qualified 
enterprise zone facility bonds are exempt from the general restrictions on financing the acquisition 
ofland and existing property (section 147(c)(1)(A) and (d». 

The aggregate face amount of qualified enterprise zone facility bonds allocable to any 
enterprise zone business may not exceed $3 million with respect to a particular zone. In addition, 
the aggregate face amount of qualified enterprise zone bonds allocable to an enterprise zone 
business in all zones may not exceed $20 million. Bonds satisfying these requirements may be 
pooled and sold as part of a larger issue. 

TRA 97 waives until the end of a "startup period" the requirement that 95 percent or more 
of the proceeds of a bond issue be used by a qualified enterprise zone business. With respect to 
each property, the startup period ends at the beginning of the first taxable year beginning more 
than two years after the later of (I) the date of the bond issue financing such property, or (2) the 
date the property was placed in service (but in no event more than three years after the date of 
bond issuance). This waiver is only available if, at the beginning of the startup period, there is a 
reasonable expectation that the use by a qualified enterprise zone business would be satisfied at 
the end of the startup period and the business makes bona fide efforts to satisfy the enterprise 
zone business definition. 

In addition, TRA 97 waives the requirements of an enterprise zone business (other than 
the requirement that at least 35 percent of the business' employees be residents of the zone or 
community) for all years after a prescribed testing period equal to first three taxable years after 
the startup period. Finally, in the case of property that is substantially renovated by the taxpayer, 
the property need not be acquired by the taxpayer after zone or community designation or 
originally used by the taxpayer within the zone if, during any 24-month period after zone or 
community designation, the additions to the taxpayer's basis in the property exceeded 15 percent 
of the taxpayer's basis at the beginning of the period, or $5,000 (whichever is greater). 

In certain circumstances an issue of qualified enterprise zone facility bonds can continue to 
be treated as tax-exempt bonds despite the fact that the issue ceases to satisfy the requirements 
relating to financing qualified zone property for an enterprise zone business. This rule applies if 
the issuer and the borrower in good faith attempted to satisfy the applicable requirements and any 



-8-

noncompliance is corrected within a reasonable period after the discovery of the non-compliance. 
However, no deduction is allowed for interest on any tax-exempt financing for any period in 
which the financed facility ceases to be used in a zone or the principal user ceases to be an 
enterprise zone business. I2 

Empowerment zone facility bonds. The second-round tax-exempt bond, the 
empowerment zone facility bond, is outside State private activity bond volume caps and not 
subject to the issue size limits. To control costs, total bond authorizing limits per zone were set. 
Second-round EZs in rural areas would be authorized to issue up to $60 million of bonds, urban 
EZs with populations under 100,000 would be subject to a bond cap of$130 million, and urban 
EZs with popUlations of 100,000 or more would be subject to a bond cap of$230 million. 

n Choice of Specific Iaxlncentiyes 

The Administration, working with Congress, has tried to be responsive to communities by 
modifying the first-round tax incentives to improve their effectiveness. The Administration's 
proposal, and ultimately TRA 97, focused on modifying the original program to remove 
restrictive provisions. For example, there were concerns that the qualified enterprise zone facility 
bond requirements were too restrictive. Such restrictions resulted in an estimate of only five 
bonds being issued since the beginning of the program. As a result, the second-round tax-exempt 
bond, the empowerment zone facility bond, was created that is outside the State private activity 
bond volume cap and not subject to the issue size limits. 

In addition, TRA 97 relaxed restrictions in the definition of qualifying "enterprise zone 
business" for the tax-exempt bonds and the section 179 expensing in both rounds .13 For 
example, instead of requiring at least 80 percent of total gross income of an enterprise zone 
business to be derived from the active conduct of a qualified business within an EZ or Ee, the 
threshold is reduced to 50 percent. Similarly, "substantially all" requirements were generally 
relaxed to a "substantial portion." 

In addition, rules applicable to rental businesses were clarified and relaxed. Specifically, a 
business that leases to others commercial property within a zone or community may rely on a 
lessee's certification that the lessee is an enterprise zone business. Similarly, the legislation 
provides that the rental to others of tangible personal property shall be treated as a qualified 
business if and only if at least 50 percent, instead of substantially all, of the rental of such property 

12 The termination of an EZ's designation or any noncompliance due to bankruptcy would 
not result in the loss of tax-exempt status of the bonds or the application of the interest deduction 
disallowance rules. 

13 The changes to the tax-exempt financing rules are effective for qualified enterprise zone 
facility bonds issued after the date of enactment. These definitional changes also affect the section 
179 expensing effective for taxable years beginning on or after the date of enactment. 



-9-

is by enterprise zone businesses or by residents of a zone or community. 

Finally, TRA 97 relaxes and waives some requirements during the "start up" period of an 
operation financed with a qualified enterprise zone bond. For example, the requirement that 95 
percent or more of the proceeds of a bond issue be used by a qualified enterprise zone business 
was waived until the end of a "startup period." In addition, the tax bill waives the requirements of 
an enterprise zone business (other than the requirement that at least 3 5 percent of the business' 
employees be residents of the zone or community) for all years after a prescribed testing period 
equal to first three taxable years after the startup period. Finally, the tax bill relaxes the 
rehabilitation requirement for financing existing property with qualified enterprise zone facility 
bonds. 

As a result of these changes, we expect greater use of qualified enterprise zone facilities 
bonds. 14 

m. Eyaluation of the EZIEC Program: Revenue Effects 

Because the tax incentives are only a part of the EZIEC program, a complete evaluation 
should examine all these components of the program and their effectiveness. Howard Glaser from 
HUD will discuss their plans for such evaluations. 

Tax data will eventually provide useful information to monitor the EZIEC program. 
However, we do not yet have detailed tax return data on these incentives. Tax return data for the 
1995 tax year, the first full year in which the incentives were in effect,15 are available, but are 
based on a small sample that probably does not reflect accurately the use of the EZIEC tax 
incentives by all businesses. Further, available data are unlikely to reflect the effects of the EZIEC 
program because some zones are just beginning to implement their strategic plan. We also 
anticipate delays as taxpayers amend returns to take advantage of the incentives. To get a more 
complete understanding of the use of the EZIEC tax incentives, the IRS is collecting data from the 
full population of business tax returns for the 1996 tax year. We expect to receive these data 
early next year. 

Even with complete tax return data, consolidation rules can make it difficult to determine 
what zone is benefiting from a business taking advantage of a particular tax incentive. For 

14 Indeed, a recent article in The Bond Buyer stated that "the municipal market professionals 
say a package of changes to the EZ program that became law this summer should make it even 
easier to finance economic development projects in depressed areas with tax-exempt bonds." See 
Stanton, Michael, (October 9, 1997) "Zone Bond Program's Popularity On the Rise Thanks to 
Changes," The Bond Buyer. p. 1. 

IS While the tax incentives were available between December 21 and December 31, 1994, 
few taxpayers took advantage of the incentives. 
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example, a corporation may have operations in both the Detroit and Atlanta EZ's that can take 
advantage of the employment credit. The tax return for the corporation would show just the total 
employment credit taken in both zones. 

With these caveats, tax return data should provide insights on the investment and 
employment activity benefiting from the credits as well as the characteristics of businesses 
claiming the credits. When tax return information are available for several years, it will also be 
possible to describe changes in economic activity in the zones over time. Even so, it will still be 
difficult to disentangle the effect of the tax incentives from other components of the zone program 
and other factors that may affect employment and investment in the designated areas, such as 
improvements in the economy or in the area surrounding the zone. This problem -- determining 
what would have happened in the absence of these incentives -- arises frequently in program 
analyses, and is probably best addressed by the five- and ten-year evaluations that Howard Glaser 
will describe. The tax data, which we intend to monitor, will playa role in establishing a baseline 
of how frequently the incentives are being used, and how those patterns change over time. 

lit lit lit 

This concludes my prepared remarks. I would be pleased to respond to your questions. 
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FOR IMMEDIATE RELEASE 
October 27, 1997 

STATEMENT BY TREASURY SECRETARY ROBERT E. RUBIN 

I would like to make a brief statement on today's developments in the stock market, which we 
have been monitoring closely. 

Throughout the day, we have been in touch with officials at the Federal Reserve, the Securities 
and Exchange Commission and other members of the Working Group on Financial Markets. 

Measures to halt trading temporarily on days like today automatically went into effect as 
designed. Our consultations indicate that the payment and settlement systems and other market 
mechanisms are working effectively. 

Today and over the last several days, we have also been in touch with financial officials around 
the world and will continue to monitor developments, here and abroad, on an ongoing basis. 

It is important to remember that the fundamentals of the U.S. economy are strong and have been 
for the last several years, and the prospects for growth with low int1ation and low unemployment 

continue to be strong. 
-30-
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Text as Prepared for Delivery 
October 28, 1997 

REMARKS TO THE TREASURY BORROWING ADVISORY COMMI'ITEE 
OF THE PUBLIC SECURITIES ASSOCIATION 

BY DIRECTOR OF THE OFFICE OF FINANCIAL ANALYSIS 
JOHN H. AUTEN 

As is customary at these briefings, I will concentrate on what we take to be the 
fundamentals in the current economic situation. There have been a number of favorable 
developments in this six and one-half year economic expansion. None is more 
remarkable than the persistence of a low and stable rate of inflation. In terms of the 
chain-type price index for Gross Domestic Product -- one of our broader measures -
inflation started at 3 percent six and one-half years ago and is running closer to 2 percent 
now. 

Inflation behaved quite differently during the only other long periods of 
expansion since World War II, 1961-69 and 1982-90. The 1960's started well with 
inflation around 1-1/2 percent but ended poorly with inflation closer to 5 percent and 
headed for a much higher peak by the end of the 1970's. The 1980's expansion started 
with relatively high inflation -- near 6 percent -- which was then reduced to 2-1/2 
percent temporarily by mid-decade, only to have inflation build back up to 5 percent by 
the end of the period. And, the normal pattern in the shorter postwar cyclical expansions 
was always for inflation to rise. So something different -- and something better -- has 

been happening this time around. 

Producer prices for finished goods have fallen this year at about a 1-1/2 percent 
seasonally adjusted annual rate. There was a false alarm in September when the index 
was up 0.5 percent but this was due to a one-time jump in cigarette prices reflecting the 
tobacco settlement and to a rise in car and light truck prices because of difficulties in 
seasonal adjustment with earlier-than-usual price discounting by the manufacturers. 
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The advance estimate of third quarter GDP will not be available until this Friday, 
so all is guesswork at this stage. Most private estimates locate third quarter real growth 
somewhere in the low 3' s, about where the second quarter ended up. Such a pace of 
growth, or even a somewhat higher one, would not be surprising nor would it necessarily 
be crucial in assessing the current situation or the near term outlook. Why is that? 

A range of economic readings suggests that the pace of expansion was slowing as 
the third quarter progressed. For example, private payroll employment gains, adjusted 
for strike effects, averaged about 125,000 per month in August and September, 
compared to an average monthly gain of 225,000 in the first seven months of the year. 
Real personal consumption expenditures (two-thirds of GDP) were up sharply in July and 
then edged up much more slowly in August and September. Hence, strong third quarter 
growth will be partly statistical with earlier gains pushing up the quarterly average and 
obscuring the emergence of a slower pace as the quarter came to a close. As nearly as 
we can tell, the economy seems likely to maintain a moderate pace of growth in the 
foreseeable future while inflation remains relatively low and stable. 

Another feature of third quarter developments deserves brief comment. The 
stock of nonfarm inventories in real terms grew at nearly a 6 percent annual rate in the 
first half of the year, about double the 3 percent rate of growth in final sales. Concern 
was expressed by some observers at the time that an inventory overhang might be 
developing which could seriously impede future growth prospects. Instead, it appears 
that the inventory buildup was well-timed to accommodate increases in third quarter 
consumer and business demand, serving as a safety valve rather than as a growth 
impediment. While the data are incomplete and conclusions necessarily provisional, an 
inventory adjustment which some had expected to grind on for a fairly long time may 
already have been largely completed. 

That is a summary of recent economic developments and the near term outlook. 
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The core producer price index, excluding the food and energy components, has 
increased at only a 0.3 percent annual rate this year. In addition there are few 
signs of any buildup of inflationary pressures at earlier stages of processing. 
Most intermediate and crude materials prices have either fallen or risen only 
modestly. 

Consumer prices have risen at less than a 2 percent annual rate through the first 
nine months of this year, pulled down by declines in energy prices. The core 
consumer price index has risen at a 2.2 percent annual rate, the slowest rate of 
core price inflation in more than 30 years. And, prices of commodities (as 
opposed to services) at the consumer level have hardly risen at all -- at only about 
112 percent annual rate this year. 

The employment cost index released this morning edged up a little but seems to 
remain consistent with the pattern of low and stable inflation. 

• Over the twelve months ending in September, nominal compensation for civilian 
workers (wages and salaries plus benefits) grew 3.0 percent, a shade above 
market expectation and up from 2.8 percent in the twelve months ending in June. 
This is within the range of recent experience and does not clearly signal any 
significant change, particularly since productivity seems to have grown more 
rapidly in recent quarters. 

• Wages and salaries rose 3.5 percent in the latest twelve months, up from 3.2 
percent in June. Benefits rose 1.9 percent, down a little from 2.0 percent in 
June. Benefits continue to grow more slowly than wages and salaries, holding 
down growth in total compensation. 

Despite all this good news, the fact remains that the economy has pushed into a 
zone where inflationary pressures have frequently been experienced in the past. 
Furthermore, recent economic growth rates have been somewhat above expectation. For 
example, when we met three months ago the economy seemed to have grown at a little 
over 2 percent annual rate in the second quarter. Now farther along in the revision 
process that growth has been recalibrated to a little above 3 percent. The consensus 
expectation was that after a 4 percent rate of growth in the first half (nearly 5 percent in 
the first quarter and more than 3 percent in the second), the economy would move closer 
to its trend rate of growth in the quarter just completed. That does not seem to have 

been the case. 
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EMBARGOED UNTIL 10 A.M. EST 
Text as Prepared for Delivery 
October 29, 1997 

DA VID W. WILCOX 
NOMINATION TO BE TREASURY ASSISTANT SECRETARY 

FOR ECONOMIC POLICY 
SENATE FINANCE COMMITTEE 

Mr. Chainnan, Senator Moynihan, and distinguished members, I am honored to appear 
before this Committee as the President's nominee to be Assistant Secretary of the Treasury for 
Economic Policy. I am grateful to the President and the Secretary of the Treasury for their 
confidence in putting my name forward for this position. 

I was born and raised in the Chicago area, the fourth of five children. I graduated from 
Williams College in 1980 with a BA in mathematics, and from the Massachusetts Institute of 
Technology in 1987 with a Ph.D. in economics. I am fortunate to be joined today by my wife of 
eight years, Melynda. 

F or the last 11 years, I have had the privilege of serving on the staff of the Federal 
Reserve Board here in Washington. My responsibilities at the Fed have included a wide variety 
of topics in macroeconomics and monetary policy. For the first several years of my time at the 
Fed, I helped prepare the economic forecast that the staff presents to the Federal Open Market 
Committee before each of its policy-setting meetings. More recently, the bulk of my 
assignments have iQ.volved issues related to the strategy of monetary policy. 

Now, I look forward to the possibility of moving into a new area of public service. 
firmly believe that I and my colleagues in the Office of Economic Policy \\"ill best serve the 
President, the Congress, and the American people if we strive to develop economic analysis \\ith 
two simple characteristics. First, it should be hard-headed and rigorous, firmly grounded in the 
basic principles of economics. Second, it should never lose sight of the fact that it pertains to 
real people, with real lives, real hopes, and real aspirations. I see no contradiction in these twin 
objectives. 
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If confirmed, I look fc)[\vard to working with you and the members of your staff to 
address the important economic challenges that confront the American people today. Now I 
would be happy to answer any questions you may have. 
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IlDARGOKJ) tm'rIL 2: 3 0 P. M. 
October 28, 1.997 

CONTACT: 

TREASURY I S WEEKLY BILL OFFERING 

Office of Financing 
202/219 .. 3350 

The ~aasury will auction two series of Treasury bills totaling 
approzi»ately $15,000 Ddllion, to be issued November 6; 1997. This offering will 
result in a paydown for the Treasury of about $775 milliou, as maturing publicly 
held. v.ekl.y bilis arca outs~andillg in the amount of $15,773 million. 

In ~ddition to the public holdings, Federal Reserve Banks for their ~ 
accounts hold $6,888 million of the maturing bills, which may be refunded at the 
weighted average discount rate of accepted competitive tenders.· Amounts issued 
to the.e aCCounts will be in addition to the offering amount. 

Fede~al Reserve Banks hold $3,213 million as agents. for foreign and 
international monetary authorities, which =ay be refunded wi~b1n the offering 
amount at the weighted average discount rate of accepted competitive tenders. 
Additional amounts may be issued for such accounts if the aggregate amount of 
new bids ezceec!a the aggregate amount of maturing bills. 

Tenders for the bills will be received at Federal Reserve Banks and 
Branches ·and at the Bureau of the Public Debt. Washington, D.C. This offering 
of Treasury securities is governed by the terms and eondi tions set forth in the 
tlnifo:m Offering Circular (31 CPR Part 356, as amended) for the sale and issue 
by the Treasury to the public of marketable Treasury bills, note:s, and bonds. 

Details about each of the new securities are given in the attached offering 
highlights. 

000 

Attac:bment 
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~GOEO UNTIL 2:30 P.M. 
october 28, 1997 

CONTACT: 

TREASURY TO AUCTION cASH, MANAGEMENT BILLS 

office of FinanCing 
202/2l9-3350 

The Treasury will auccion approximately $21,000 million of SO-day Treasury 
cish management bills to b~ issued November 3, 1997. 

competitive and noncompetitive tenders will be received at all Federal 
Reserve Banks and Branc~es. Tenders will n2£ be accepte~for bills to be 
maintained on t:he book-6Ut:.ry records of the Department of the Treasuzy (TREASURY 
DIREC'l'). 'renders will ~ be received at the Bureau of t.he Public Debt, 
washington, D. C. 

Additional amounts of the bills may be issued to Federal Reserve Banks as 
agents for foreign and in.ternational mcnecary authorities at the average price 
of accepted 'competitive tenders. 

This offering of Treasury securities is governed by the terms and 
conditions set forth in the Uniform Offering Circular (31 CFR Part 356, as 
Uleri.ded) for the sale and issue by the Treasury -to the public of marketable 
Treasury bills, notes, and bonds. 

Decails about the new securi~y are given in the actached offering 
highlights. 

000 

A.ttachment 
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RIGSI.IGBTS OP TREASURY OFFBR:rNG 
OF SO-DAY CASH MANAaEMBNT BILL 

Offering Amount .............. $21,000 miilion 

Description of Offering: 

Oc~oer 28, 1997 

Term ~d type of security aO-day Cash Management Bill 
CUSIP number ................. 912794 6B 5 
Auction date ...... ~ .........• October 30, 1$197 
Issue date ••................. November 3 I ·1997 

Maturity date .•............. _ January 22, 1998 
Original issue da~e .. , ....... JUly 24, 1997 
Currently outstanding ......•. $11,687 million 
Minimum bid amount ........... $10,000 
Multiples .................... $1,000 
M~imum to hold amounc ....... $10,000 
M~ltiples ~o hold ........... $1,000 

Spbp8aion af :Bids: 
Noncompetitive bids Accepted in full up to $1,000,000 at the 

average discount rate of accepted 
competitive bids 

COft\petitive bids ......... (1) Must he e~ressed as a discount rate with 
two decimals, e.g., 7.l0\. 

MaXimuln RecQ9'niz~g Bid 

(2) Net long position for each bidder must be 
reported when the sum of the total hid 
amount, at all discount rates, and the 
net long position is $2 billion or 
greater. 

(3) Net long position must be determined as 
of one half-hour, prior to the closing 
time for receipt of competitive tenders. 

at a Single Yield .. . .. . .. ~ . .. . 35\ of public offering 

Maximum Award ...................... 

Recei~t of_Tenders: 
Noncompetitive tenders 

35\ of public offering 

Prior to 12:00 noon Eastern Standard 
time on auction day 

Competitive tenders .......... Prior to 1:00 p.m. ~astern Standard 
time on auction day 

Pa~At Terms "- ............. Full paymen~ wiLh tender or by charge to 
a funds account at a Federal Reserve Bank 
on issue date 



PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
october 28, 1997 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 2-YEAR NOTES 

Interest Rate: 5 5/8%-
Series: AL-1999 
CUSIP No: 9128273K6 

Issue Date: 
Dated Date: 
Maturity Date: 

Gccober 31, 1997 
Occober 31, 1997 
October 31, 1999 

STRIPS Minimum: $320,000 

High Yield: 5.720%- Price: 99.823 

All noncompetitive and successful competitive bidders We~e awarded 
securities at the high yield. All tenders at lower yields Weye 
accepted in full. 

Tenders at the high yield were allotted 2%. 

AMOUNTS TENDERED AND ACCEPTED (in thousands' 

Tender Type Tendered Accepted 

Competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Federal Reserve 
Foreign Official Inst. 

TOTAL 

$ 

$ 

33,480,215 
828,283 

34,308,498 

502,000 
1,280,000 

36,090,498 

$ 

$ 

Median yield 5.690%: 50%- of the amount of accepted cO~~ecitive 
tenders was tendered at or below that rate. 

5 ~o of the amount of accepted compe~itive Low yield 5.640%: 
tenders was tendered at or below that rate. 
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14,174,615 
828,283 

15,002,898 

502,000 
1,280,000 

16,784,898 
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FOR IMMEDIATE RELEASE 
Oct.ober 28, 1997 

CONTACT: Office of Financing 
202/219-3350 

AMENDED CASH MANAGEMENT BILL ANNOUNCEMENT 

The cash management bill offe~ing which was announced today. October 28, 

1997, understated the amount currently outstanding. The total amount maturing 

January 22, 1998, should have been shown as $22,376 million (so as to include 

the 91-day bill issued October 23, 1997, in the amount of $10,689 million), 

rather than the $11,687 million st-ated in the press release. 

All other particulars in the announcement remain the same, 

000 
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FOR IMMEDIATE RELEASE 
October 29, 1997 

REMARKS BY ROGER L. ANDERSON 
DEPUTY ASSISTANT SECRETARY FOR FEDERAL FINANCE 

NOVEMBER 1997 TREASURY QUARTERLY REFUNDING 
PRESS CONFERENCE 

Good morning. I will begin with today's refunding announcement and the terms of the 
regular Treasury November quarterly refunding. I will also discuss Treasury market 
borrowing requirements for the balance of the current calendar quarter and our estimated cash 
needs for the January-March 1998 quarter. I will then discuss certain other debt management 
Issues. 

1. We are offering $35.0 billion of notes and bonds to refund $26.5 billion of 
privately held notes maturing on November 15 and to raise approximately $8.5 billion of cash. 

The three securities are: 
First, a 3-year note in the amount of $14.0 billion, maturing on November 15, 2000. 
This note is scheduled to be auctioned on a yield basis at 1:00 p.m. Eastern time on 
Tuesday, November 4. 
Second, a 9-3/4 year note, which is a reopening of the 
6-1/8% note of August 15,2007, in the amount of $11.0 billion. This note is 
scheduled to be auctioned on a yield basis at 1:00 p.m. Eastern time on Wednesday, 

November 5. 
Third, a 30-year bond in the amount of $10.0 billion, maturing on November 15, 
2027. This bond is scheduled to be auctioned on a yield basis at 1:00 p.m. Eastern 

time on Thursday, November 6. 
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This is the smallest quarterly refunding in which three coupon securities have been sold since 
May 1993, when the Treasury auctioned $35 billion of notes and bonds. 

2. . ~s announced on Monday, October 27, we estimate a net market borrowing 
need of $20 bIllIon for the October-December quarter. The estimate assumes a $35 billion 
cash balance at the end of December. Including the securities announced in this refunding, we 
have raised $27.2 billion of cash from sales of marketable securities. See the attachment for 
details. 

3. The Treasury will need to pay down $7.2 billion in market borrowing during 
the rest of the October-December quarter. This can be accomplished during the regular sales 
of 13-, 26-, and 52-week bills in November and December and 2- and 5-year notes in 
November and December. A cash management bill will be needed to cover the low point in 
the cash balance in early December. The tentative auction calendars for November, 
December, and January are included in the chart package that was distributed today. 

4. We estimate Treasury net market borrowing to be in a range of $15 billion to 
$20 billion for the January-March quarter, assuming a $20 billion cash balance on March 31. 

5. Earlier this month, we held our fourth auction of inflation-indexed securities. It 
was a reopening of the 5-year indexed notes auctioned in July. We were pleased with this most 
recent auction. The development of the inflation-indexed market is a long-term process, and 
we have made a long-term commitment to this market. We intend to sell a lO-year indexed 
note in January 1998. The Treasury Borrowing Advisory Committee recommended that we 
sell a 30-year indexed bond in April 1998. We will evaluate the Committee's 
recommendation, and we hope to announce the timing of the first issue of 30-year inflation
indexed bonds soon. 

6. Inflation-indexed securities have been strippable since the Treasury began 
selling them early this year. As an improvement in the liS, we are working on a proposal to 
permit interchangeability (aka fungibility) of the interest components of stripped inflation
indexed securities that have the same payment dates. We anticipate having the proposal ready 
for publication in the Federal Register in November. 

7. In the August 12 Federal Register, we published a change in the Uniform 
Offering Circular for Treasury securities that will reduce the net long position reporting 
threshold amount for all Treasury bill auctions (including cash management bills) from $2 
billion to $1 billion, effective November 10, 1997. This change recognizes reduced bill 
auction sizes, particularly seasonally lower amounts of the bills .in the first half 0: a calen.dar 
year. We will implement this change in the regular weekly auctlOn of Treasury bills that IS 

scheduled for 
November 10. 
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8. The August 12 Federal Register also contained final rules on half-decimal bidding 
in regular bill auctions. Tests on our computer systems are now complete, and we will also 
implement this change in the regular weekly Treasury bill auction that is scheduled for 
November 10. 

9. In its report to the Treasury in July, the Borrowing Advisory Committee 
suggested that Treasury make all fixed-rate notes eligible for stripping in order to increase 
flexibility in the STRIPS market. The Treasury believed that this flexibility could be reflected 
in lower Treasury borrowing costs. Therefore, beginning with the 2- and 5-year notes that 
were issued on September 30, 1997, all new fixed-rate Treasury notes became eligible for 
stripping. 

10. Richard M. Kelly is retiring from the Treasury Borrowing Advisory Committee 
following the meeting that was held earlier this morning. In a letter, Secretary Rubin 
expressed his appreciation for Mr. Kelly's service as a member and Chairman of the 
Committee. Mr. Kelly was recognized for his contributions to the development of Treasury 
debt management policies. 

11. The February quarterly refunding press conference is scheduled to be held on 

Wednesday, February 4, 1998. 
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ATIACHMENT 

CASH RAISED 

Including the securities announced in this refunding, we have raised $27.2 billion of 
cash from sales of marketable securities. 

This has been accomplished as follows: 

-- raised $8.4 billion from the 5-year inflation-indexed notes issued October 15; 
-- paid down $8.9 billion in the 7-year notes that matured October 15; 
-- paid down $2.0 billion in the 2-year notes to be issued October 31; 
-- paid down $0.1 billion in the 5-year notes to be issued October 31; 
-- raised $1.6 billion in the regular weekly bills including those announced yesterday; 
-- paid down $1.4 billion in the 52-week bills which were issued October 16; 
-- raised $21. 0 billion in the cash management bills announced yesterday, and 
-- raised $8.5 billion with the notes and bonds announced today. 



DEPARTMENT OF THE TREASURY 

omCE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C.. 20220. (202) 622.2960 

FOR RELEASE WHEN AUTHORIZED AT· PRESS CONFERENCE 
October 29, 1997 

CONTACT: 

TREASURY NOVEMBER QUARTERLY FINANCING 

Office of Financing 
202/219-3350 

. The Treasury will auction $14,000 million of 3-year notes, $11,000 
million of 9-3/4-year 6-1/8% notes, and $10,000 million of 30-year bonds 
t,o refund $26,543 million of publicly held securities maturing November IS, 
1997, and to raise about $8,450 million of new cash. 

In addition to the public holdings, Federal Reserve Banks hold $4,126 
million of the maturing securities for their own accounts, which may be 
refunded by issuing additional amounts of the new securities. 

The maturing securities held by the public include $2,278 million held 
by Federal Reserve Banks as agents for foreign and international monetary 
authorities. Amounts bid for these accounts by Federal Reserve Banks will 
be added to the offering. 

The 3-year and 9-3/4-year notes and the 3D-year bond being offered 
today are eligible for the STRIPS program. 

Tenders will be received at Federal Reserve Banks and Branches and at 
the Bureau of the Public Debt, Washington, D. C. This offering of Treasury 
securities is governed by the terms and conditions set forth in the Uniform 
Offering Circular (31 CFR Part 356, as amended) for the sale and issue by 
the Treasury to the public of marketable Treasury bills, notes, and bonds. 

Details about the notes and bond are given in the attached offering 

highlights. 

000 

Attachment 
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HIGHLIGHTS OF TREASURY OFFERINGS TO THE PUBLIC 
NOVEMBER 1997 QUARTERLY FINANCING 

Offering Amount .................. $14, 000 million 

Description of Offering: 
Term and type of security ........ 3-year notes 
Series ........................... X-2000 
CUSIP number ..................... 912827 3M2 
Auction date ..................... November 4. 1997 
Issue·'date ....................... November 17, 1997 
Dated date ....................... November IS, 1997 
Maturity date .................... November 15, 2000 
Interest rate .................... Determined based on the average 

of accepted competitive bids 
Yield ............................ Determined at auction 
Interest payment dates ........... May 15 and November 15 

Minimum bid amount ............... $5,000 
Multiples ........................ $1,000 
Accrued interest payable 

by investor ............. ~ .... Determined at auction 

Premium or disc6unt .............. Determined at auction 

STRIPS Information: 
Minimum amount required .......... Determined at auction 
Corpus CUSIP nurrher .............. 91~820 CF 2 
Due date(s) and CUSIP number(s) ., 

for additional TINT(s) ....... Not applicable 

The following rules apply to all securities mentioned above: 
Submission of Bids: 

$11.000 million 

9-3/4-year notes (reopening) 
D-2007 
912827 3E 0 
November 5, 1997 
November 17, 1997 
August 15, 1997 
August 15, 2007 
6-1/8\ 

Determined at auction 
February 15 and August 15 

$1,000 
$1,000 

$15.64538 per $1,000 (from 
August 15 to November 17, 1997) 

Determined at auction 

$1,600,000 
912820 CA 3 

Not applicable 

October 29, 1997 

$10,000 million 

30-year bonds 
Bonds of November 2027 
912810 FB 9 
November 6, 1997 
November 17, 1997 
November 15, 1997 
November 15, 2027 
Determined based on the average 

of accepted competitive bids 
Determined at auction 
May 15 and November 15 

$1,000 
$1,000 

Determined at auction 

Determined at auction 

Determined at auction 
91280J 8M 4 
May 15, 2027 -- 912833 PD 6 
November 15, 2027 - 912833 OB 9 

Noncompetitive bids .......... Accepted in full up to $5,000,000 at.the average yield of accepted competitive bids. 
Competitive bids ... , ......... (1) Must be expressed ae a yield with three decimals, e.g., 7.123\. 

Maximum Recognized Bid 
at a Single Yield .. . 

Maximum Award ........ . 
Receipt of Tenders: 
Noncompetitive tenders 
Competitive tenders 
PaYlllent Tenna ... 

(2) Net long position for each bidder must be reported when the sum of the total bid amount, 
at all yields, and the net long position is $2 billion or greater. 

(3) Net long position must be determined as of one half-hour prior to the closing time 
for receipt of competitive tenders. 

.... 35% of public offering 
. .. 35\ of public offering 

· PrIor to 12: 00 noon Eastern Standard time on auction day 
· Prior to 1:00 p.m. Eastern Standard time on auction day 
· Full payment with tender 'or by charge to a funds account at a Federal Reserve Bank on issue ddte 



PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
October 29, 1997 

CONTACT: office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 5-YEAR NOTES 

Interest Rate: 
Series: 
CUSIP No: 
STRIPS Minimum: 

5 3/4:% 
N-2002. 
9128273L4 
$800,000 

High Yield: 

Issue Date: 
Dated Date: 
Maturity Date: 

S.830%' Price: 99.657 

October 31, 1997 
October 31, 1997 
October 31, 2002 

All noncompetitive and successful competitive bidders were awarded 
securities at the high yield. All tenders at lower yields were 
accepted in full. 

Tenders at the high yield were allotted 2\. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type Tendered Accept.ed 

Competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Federal Reserve 
Foreign Official Inst. 

TOTAL 

$ 

$ 

24,428,680 
311,975 

24,740,655 

365,000 
350,000 

25,455,655 

$ 

$ 

Median yield 5.791%: sot of the amount of accepted competitive 
tenders was tendered at or belcw that rate. 

Low yield 5.750~: 5% of the amount of accepted competitive 
tenders was tendered at or below that rate. 

RR-2033 
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10,690,900 
311,975 

11,002,875 

365,000 
350,000 

11,717.875 



DEPARTMENT OF THE TREASURY 

lREASURY fa) NEW S 
omCE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C.. 20220. (202) 622-2960 

EMBARGOED UNTIL 10 A.M. EST 
Text as Prepared for Delivery 
October 30, 1997 

TREASUR Y OFFICE OF FOREIGN ASSETS CONTROL 
DIRECTOR R. RICHARD NEWCOMB 
SENATE BANKING, HOUSING AND 

URBAN AFFAIRS COMMITTEE 

Chairman D' Amato, and members of the Committee, good morning. My name is 
Richard Newcomb and I am the Director of the Treasury Department's Office of Foreign Assets 
Control, also known by its acronym "OF AC." 

OF AC is the Treasury Department office that administers economic embargoes and 
sanctions programs against certain foreign countries, governments, and groups to advance U.S. 
foreign policy and national security objectives. In performing our function, we rely principally on 
the broad authority granted to the President under the International Emergency Economic Powers 
Act ("IEEPA"), the Trading with the Enemy Act, and related statutes. We also enforce a number 
of Congressionally-mandated programs, including certain sections of the Antiterrorism and 
Effective Death Penalty Act of ] 996 affecting terrorism sponsoring countries, and the Cohen
Feinstein Amendment affecting Burma. OF AC may be called on to assist in administering 
available sanctions provided in the Iran and Libya Sanctions Act ("ILSA"). 

The President invokes authority contained in IEEP A by declaring a national emergency 
with respect to an extraordinary and unusual threat arising from outside the United States to the 
national security, foreign policy, or economy of the United States. Once invoked, IEEP A grants 
the President broad powers to deal with the threat. Presidential emergency declarations are 
usually contained in an Executive order which also describes the sanctions and typically delegates 
authority to the Secretary of the Treasury, in consultation with the Department of State, to issue 
rules and regulations to enforce the prohibitions contained in the order. 
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OFAC's current programs include comprehensive asset freezes and/or trade embargoes 
against North Korea, Iran, Cuba, Iraq, Libya, certain terrorist groups, and the Cali Cartel. We 
also enforce prohibitions on certain financial transfers under the Antiterrorism and Effective Death 
Penalty Act of 1996 from Syria and Sudan, new investment in Burma as required under Cohen
Feinstein (Section 570 of the Foreign Operations, Export Financing, and Related Programs 
Appropriations Act of 1997) as implemented under IEEP A, and the supply of petroleum or arms 
to the UNIT A faction in Angola, in addition to residual blocking controls on Iran and the Federal 
Republic of Yugoslavia. Other programs we have administered in the recent past include 
sanctions against South Africa, Vietnam, Cambodia, Panama, and Haiti. 

I would like to describe briefly the sanctions programs we now have in place against Iran. 
In November 1979, in response to Iran's taking of U.S. hostages and its threat to default on 
billions of dollars of loans from U. S. banks, President Carter froze approximately $12 billion in 
Iranian assets. This blocking action immobilized the bulk ofIran's foreign exchange reserves. 
This action, along with onset of the Iran-Iraq War and other pressures on Iran, resulted in the 
1981 Algiers Accords. This settlement resulted in freeing the U.S. hostages, the payment of 
outstanding loans to U.S. banks, and the establishment of the Iran-U.S. Claims Tribunal at The 
Hague to adjudicate U. S. claims and Iranian counterclaims arising from the Iranian revolution. 
The Tribunal's work is ongoing and has resulted in the successful resolution of billions of dollars 
of U.S. claims. 

In 1987, following Iranian attacks on neutral shipping in the Gulf and other aggressive 
actions, President Reagan imposed a ban on Iranian imports that continues to this day. 

In 1995, as a result ofIranian sponsorship of international terrorism and Iran's active 
pursuit of weapons of mass destruction, President Clinton issued two Executive orders. 
Executive Order 12957, issued on March 15, 1995, prohibited U.S. persons from entering into 
contracts for the financing or the overall management or supervision of the development of 
petroleum resources located in Iran or over which Iran claims jurisdiction. Executive Order 
12959, issued on May 6, 1995, substantially broadened the 1987 sanctions. The Executive Order 
of May 6 imposed prohibitions on the exportation of U.S. goods, technology, and services to Iran, 
new investment in Iran, the reexportation of certain goods, technology and services to Iran, the 

brokering or trading in goods or services of Iranian origin, and the facilitation of certain Iran
related trade or investment. This effectively ended U.S. commercial activity with respect to Iran. 

On August 19, 1997, the President signed Executive Order 13059 clarifying the earlier 
orders and confirming the prohibition on trade and investment activities with respect to Iran by 
U.S. persons, wherever located. 

Should OF AC be asked to implement any of the specific sanctions identified in the Iran 
and Libya Sanctions Act, we stand ready to faithfully execute all responsibilities falling on us. I 
would be pleased to answer any questions you have concerning our current restrictions. 

-30-



DEPARTMENT OF THE TREASURY 

lREASURY fa) NEW S 
omCE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C.. 20220. (202) 622-2960 

FOR IMMEDIATE RELEASE 
October 30, 1997 

SECRETARY RUBIN RECOGNIZES START OF 

Contact: Paul Elliott 
(202)622-2960 

NEW WILSON HIGH BUSINESS AND FINANCE ACADEMY, 
ESTABLISHES FORMAL MENTORING PROGRAM WITH WILSON 

Treasury Secretary Robert E. Rubin today recognized the opening of a new Business 
and Finance Academy at Washington, D.C. 's Woodrow Wilson Senior High School and 
announced the Treasury Department's establishment of a formal partnership with the school. 
Treasury will detail government officials to assist with the management of Wilson's Business 
and Finance Academy, develop academic curriculum based on school-to-work strategies and 
strengthen existing internship programs. 

"Today marks the beginning of an even stronger and more productive relationship 
between the Treasury Department and Wilson High School," said Treasury Secretary Robert E. 
Rubin. "Programs like the Business and Finance Academy that bring together private and 
public sector sponsors will benefit students, area businesses and the community as a whole. 
I've had the chance to hear from a number of the 200 students who have participated in our 
internship program. I think it has made a difference and I look forward to building on this 
effort. " 

Since 1995, Treasury has donated more than forty computers to Wilson High School 
and replaced the school's dated technology by offering the families of sophomore students the 
use of computers that have not been upgraded but are still usable. 

The Treasury Partnership in Education internship program began in 1995 with 20 
students from City Lights High School and the program was then extended to include Eastern 
and Wilson High Schools. Last summer, the department and its Bureaus employed 135 
students from Anacostia, Eastern and Wilson High School as interns. Since 1995, 
approximately 200 D.C. high school students have completed Treasury's internship program. 

Treasury's student interns work in Bureaus and offices throughout the agency ranging 
from the Office of the Secretary to the office of Treasury's Under Secretary for Enforcement. 
Currently, District high school teachers are working with Treasury's Bureau of Engraving and 
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Printing in order to develop a range of internships that give students a broader view of the 
department's mission as it relates to domestic and international currency. A similar exchange 
of ideas and experience is underway between teachers at the Law, Justice and Security 
Academy at Anacostia Senior High and Treasury's law enforcement officials and the 
Department of Defense. 

Secretary Rubin, Wilson's Principal Dr. Wilma Bonner and D.C. School Administrator 
General Julius Becton met today with approximately 115 students from the Business and 
Finance Academy in the school's library for the formal presentation. 
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Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
occober 30, 1997 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF SO-DAY BILLS 

Term: 
Issue Date: 
Maturity Date: 
CUSIP Number: 

80 -Day Bill 
November 03, 1997 
January 22, 1998 
9127946B5 

~~GE OF ACCEPTED COMPETITIVE BIDS: 

Discount Investment 
Rate Rate 1/ Price 

------ ---------- ------
Low 5.17 % 5.30 %- 98.851 
High 5.18 %- 5.31 % 98.849 
Average 5.18 % 5.31 % 98.849 

Te~ders at the high discount rate were allotted 59~. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Federal Reserve 
Foreign Official Inst. 

Refunded Maturing 
Additional Amounts 

TOTAL 

$ 

$ 

Tendered 

66,320,000 
35 

66,320,035 

o 

o 
o 

66,320,035 

1/ Equi v.::.lent coupon- issue yield. 
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$ 

$ 

Accept:ed 

21,139,400 
35 

21,139,435 

o 

o 
o 

21,139,435 
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Charles D. Haworth, Secretary, Federal Financing Bank (FFB), 
announced the following activity for the month of September 1997. 

FFB holdings of obligations issued, sold or guaranteed by 
other Federal agencies totaled $49.9 billion on September 30, 
1997, posting an increase of $1,319.0 million from the level on 
August 31, 1997. This net change was the result of an increase 
in holdings of agency debt of $1,798.7 million, a decrease in 
holdings of agency assets of $365.0 million, and in holdings of 
agency guaranteed loans of $114.7 million. FFB made 13 
disbursements during the month of September. On behalf of RUS
guaranteed borrowers, FFB extended the maturity of 124 loans. 
FFB also received 13 prepayments in September. 

During the fiscal year 1997, FFB holdings of obligations 
issued, sold or guaranteed by other Federal agencies posted a net 
decrease of $12,101.8 million from the level on September 30, 
1996. This net change was the result of a decrease in holdings 
of agency debt of $4,684.9 million, in holdings of agency assets 
of $5,177.5 million, and in holdings of agency-guaranteed loans 
of $2,239.4 million. 

Attached to this release are tables presenting FFB September 
loan activity and FFB holdings as of September 30, 1997. 
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BORROWER 

AGENCY DEBT 

U.s. Postal Service 
u.s. Postal Service 

FEDERAL FINANCING BANK 
SEPTEMBER 1997 ACTIVITY 

DATE 

9/30 
9/30 

AMOUNT 
OF ADVANCE 

$163,500,000.00 
$1,800,000,000.00 

GOVERNMENT - GUARANTEED LOANS 

GENERAL SERVICES ADMINISTRATION 

Atlanta CDC Office Bldg. 
Foley Square Courthouse 
Chamblee Office Building 

GSA/PADC 

rCTC Building 

RURAL UTILITIES SERVICE 

Molalla Tele. Co. #420 
Central Iowa Power #442 
Oconto Electric #369 
Yelm Telephone #407 
Central Iowa Power #442 
N. Pittsburgh Tele. #449 
Pineland Telephone #403 

*Allegheny Electric #255 
*Allegheny Electric #255 
*Allegheny Electric #908 
*Allegheny Electric #908 
*Arkansas Elec. #920 
*Arkansas Elec. #920 
*Arkan~as Elec. #920 
*Arkansas Elec. #920 
*Arkansas Elec. #920 
*Arkansas Elec. #920 

9/3 
9/4 
9/11 

9/17 

9/5 
9/10 
9/11 
9/17 
9/26 
9/29 
9/29 
9/30 
9/30 
9/30 
9/30 
9/30 
9/30 
9/30 
9/30 
9/30 
9/30 

$789.78 
$241,794.00 

$2,026,716.98 

$9,293,288.86 

$950,000.00 
$2,500,000.00 

$300,000.00 
$1,024,465.00 
$3,500,000.00 
$3,771,000.00 
$1,503,000.00 
$3,549,746.01 
$5,071,698.61 

$945,883.27 
$2,648,802.52 
$4,052,905.05 

$619,838.23 
$35,399.99 
$61,707.94 

$418,784.02 
$18,848.20 

S/A is a semi-annual rate: Qtr. is a Quarterly rate. 
* maturity extension or interest rate reset 

FINAL 
MATURITY 

10/1/97 
10/1/97 

9/2/25 
7/31/25 
4/1/99 

11/2/26 

12/31/14 
12/31/29 
12/31/25 
12/31/14 
12/31/29 
3/31/98 
1/2/24 
3/31/98 
3/31/98 
12/31/97 
3/31/98 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 

Page 2 of 

INTEREST 
RATE 

5.312% S/A 
5.198% S/A 

6.681% S/A 
6.702% SjA 
6.007% SjA 

6.508% S/A 

6.493% Qtr. 
6.682% Qtr. 
6.690% Qtr. 
6.246% Qtr. 
6.460% Qtr. 
5.276% Qtr. 
6.404% Qtr. 
5.394% Qtr. 
5.394% Qtr. 
5.073% Qtr. 
5.394% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 



BORROWER 

FEDERAL FINANCING BANK 
SEPTEMBER 1997 ACTIVITY 

DATE 
AMOUNT 

OF ADVANCE 

GOVERNMENT - GUARANTEED LOANS 

RURAL UTILITIES SERVICE 

*Arkansas Elec. #920 9/30 $5,611,394.22 
*Arkansas Elec. #920 9/30 $5,016,821.64 
*Arkansas Elec. #920 9/30 $1,800,582.98 
*Arkansas Elec. #920 9/30 $5,645,677.24 
*Arkansas Elec. #920 9/30 $3,752,594.39 
*Arkansas Elec. #920 9/30 $2,941,776.60 
*Arkansas Elec. #920 9/30 $4,298,635.44 
*Arkansas Elec. #920 9/30 $2,623,555.02 
*Arkansas Elec. #920 9/30 $2,861,163.84 
*Arkansas Elec. #920 9/30 $4,134,912.52 
*Arkansas Elec. #920 9/30 $6,007,750.79 
*Arkansas Elec. #920 9/30 $3,969,108.87 
*Arkansas Elec. #920 9/30 $4,412,360.42 
*Arkansas Elec. #920 9/30 $3,400,751. 75 
*Brazos Electric #917 9/30 $3,298,301.24 
*Brazos Electric #917 9/30 $2,523,637.06 
*Brazos Electric #917 9/30 $2,056,988.59 
*Brazos Electric #917 9/30 $1,507,138.37 
*Brazos Electric #917 9/30 $1,994,704.56 
*Brazos Electric #917 9/30 $256,023.94 
*Brazos Electric #917 9/30 $2,290,880.87 
*Brazos Electric #917 9/30 $2,142,242.80 
*Brazos Electric #917 9/30 $536,142.25 
*Brazos Electric #917 9/30 $1,091,895.56 
*Brazos Electric #917 9/30 $17,324.54 
*Brazos Electric #917 9/30 $458,088.07 
*Brazos Electric #917 9/30 $429,702.52 
*Brazos Electric #917 9/30 $3,981,999.76 
*Brazos Electric #917 9/30 $3,720,655.58 
*Brazos Electric #917 9/30 $953,133.73 
*Brazos Electric #917 9/30 $1,046,152.30 
*Brazos Electric #917 9/30 $1,343,057.01 
*Brazos Electric #917 9/30 $1,652,558.30 
*Brazos Electric #917 9/30 $406,687.87 

Qtr. is a Quarterly rate. 
* rnaturi ty extension or interest rate reset 

FINAL 
MATURITY 

12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/02 
12/31/02 
12/31/02 
12/31/02 
12/31/02 
12/31/02 
12/31/02 
12/31/02 
12/31/02 
12/31/02 
12/31/02 
12/31/02 
12/31/02 
12/31/97 
12/31/97 
12/31/02 
12/31/02 
12/31/97 
12/31/97 
12/31/97 

Page 3 of 7 

INTEREST 
RATE 

5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.946% Qtr. 
5.946% Qtr. 
5.946% Qtr. 
5.948% Qtr. 
5.948% Qtr. 
5.948% Qtr. 
5.948% Qtr. 
5.948% Qtr. 
5.948% Qtr. 
5.948% Qtr. 
5.949% Qtr. 
5.949% Qtr. 
5.949% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.949% Qtr. 
5.949% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 



BORROWER 

FEDERAL FINANCING BANK 
SEPTEMBER 1997 ACTIVITY 

DATE 
AMOUNT 

OF ADVANCE 

GOVERNMENT - GUARANTEED LOANS 

RURAL UTILITIES SERVICE 

*Brazos Electric #917 9/30 $938,050.38 
*Brazos Electric #917 9/30 $1,224,803.17 
*Brazos Electric #917 9/30 $815,641.86 
*Brazos Electric #917 9/30 $468,950.20 
*Brazos Electric #917 9/30 $448,920.59 
*Brazos Electric #917 9/30 $876,740.46 
*Brazos Electric #917 9/30 $278,261.85 
*Brazos Electric #917 9/30 $1,046,078.53 
*Brazos Electric #917 9/30 $2,059,198.56 
*Brazos Electric #917 9/30 $337,327.70 
*Brazos Electric #917 9/30 $99,994.94 
*Brazos Electric #917 9/30 $244,819.16 
*Brazos Electric #917 9/30 $2,246,363.83 
*Brazos Electric #917 9/30 $2,557,371. 20 
*Brazos Electric #917 9/30 $485,579.63 
*Brazos Electric #917 9/30 $651,815.09 
*Brazos Electric #917 9/30 $3,139,395.00 
*Brazos Electric #917 9/30 $1,338,295.81 
*Brazos Electric #917 9/30 $279,090.56 
*Brazos Electric #917 9/30 $228,600.74 
*Brazos Electric #917 9/30 $58,885.92 
*Brazos Electric #917 9/30 $730,268.89 
*Brazos Electric #917 9/30 $901,202.66 
*Brazos Electric #917 9/30 $2,450,369.97 
*Brazos Electric #917 9/30 $489,810.39 
*Brazos Electric #917 9/30 $4,986,871.24 
*Brazos Electric #917 9/30 $1,146,012.48 
*Brazos Electric #917 9/30 $2,296,583.68 
*Brazos Electric #917 9/30 $23,060,197.61 
*Brazos Electric #917 9/30 $674,793.96 
*Brazos Electric #917 9/30 $461,654.91 
*Brazos Electric #917 9/30 $2,118,824.00 
*Brazos Electric #917 9/30 $1,238,625.36 
*Brazos Electric #917 9/30 $1,609,380.63 

Qtr. is a Quarterly rate. 
* maturity extension or interest rate reset 

FINAL 
MATURITY 

12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/02 
12/31/02 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
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INTEREST 
RATE 

5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.948% Qtr. 
5.949% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 



BORROWER 

FEDERAL FINANCING BANK 
SEPTEMBER 1997 ACTIVITY 

DATE 
AMOUNT 

OF ADVANCE 

GOVERNMENT - GUARANTEED LOANS 

RURAL UTILITIES SERVICE 

*Brazos Electric #917 9/30 $2,645,903.32 
*Brazos Electric #917 9/30 $2,832,149.40 
*Brazos Electric #917 9/30 $557,551.76 
*Brazos Electric #917 9/30 $18,040.58 
*Brazos Electric #917 9/30 $1,846,569.62 
*Brazos Electric #917 9/30 $951,199.48 
*Brazos Electric #917 9/30 $2,560,851.62 
*Brazos Electric #917 9/30 $813,584.80 
*Brazos Electric #917 9/30 $3,116,259.80 
*Brazos Electric #917 9/30 $2,438,657.36 
*Coop. Power Assoc. #130 9/30 $10,410,118.24 
*Coop. Power Assoc. #130 9/30 $3,274,652.00 
*Coop. Power Assoc. #240 9/30 $5,695,899.91 
*Farmers Telephone #399 9/30 $5,190,285.10 
*Johnson County Elec. #428 9/30 $3,040,000.00 
*Plains Elec. #918 9/30 $5,720,162.38 
*Plains Elec. #918 9/30 $9,617,515.25 
*Plains Elec. #918 9/30 $6,936,108.21 
*Plains Elec. #918 9/30 $7,057,130.77 
*Plains Elec. #918 9/30 $5,636,666.28 
*Plains Elec. #918 9/30 $2,933,126.55 
*Plains Elec. #918 9/30 $874,707.16 
*Plains Elec. #918 9/30 $1,584,683.04 
*Plains Elec. #918 9/30 $563,277.23 
*Saluda River Elec. #903 9/30 $6,046,047.87 
*Saluda River Elec. #903 9/30 $1,549,203.64 
*Saluda River Elec. #903 9/30 $2,506,139.40 
*Saluda River Elec. #903 9/30 $7,427,661.08 
*Saluda River Elec. #903 9/30 $2,035,628.48 
*Saluda River Elec. #903 9/30 $3,782,804.33 
*Saluda River Elec. #903 9/30 $7,709,554.08 
*Saluda River Elec. #903 9/30 $1,946,289.00 
*San Miguel Electric #919 9/30 $9,588,591.59 
*San Miguel Electric #919 9/30 $10,068,133.32 

Qtr. is a Quarterly rate. 
* maturity extension or interest rate reset 

FINAL 
MATURITY 

12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
3/31/98 
9/30/99 
9/30/99 
9/30/99 
3/31/98 
3/31/98 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
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INTEREST 
RATE 

5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.394% Qtr. 
5.868% Qtr. 
5.868% Qtr. 
5.870% Qtr. 
5.394% Qtr. 
5.395% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 



BORROWER 

FEDERAL FINANCING BANK 
SEPTEMBER 1997 ACTIVITY 

DATE 
AMOUNT 

OF ADVANCE 

GOVERNMENT - GUARANTEED LOANS 

RURAL UTILITIES SERVICE 

*Sho-Me Power #913 9/30 $416,928.92 
*United Power Assoc. #911 9/30 $879,617.21 
*United Power Assoc. #911 9/30 $10,555,405.66 
*United Power Assoc. #911 9/30 $3,412,844.98 
*United Power Assoc. #911 9/30 $2,875,729.78 
*United Power Assoc. #911 9/30 $3,413,891.93 
*United Power Assoc. #911 9/30 $3,634,438.21 
*United Power Assoc. #911 9/30 $4,028,364.19 
*United Power Assoc. #911 9/30 $1,129,622.56 
*United Power Assoc. #911 9/30 $859,711.79 
*United Power Assoc. #911 9/30 $529,130.42 
*United Power Assoc. #911 9/30 $1,077,405.24 

Qtr. is a Quarterly rate. 
* maturity extension or interest rate reset 

FINAL 
MATURITY 

9/30/98 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
12/31/97 
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INTEREST 
RATE 

5.432% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 
5.073% Qtr. 



Agency Debt: 
Export-Import Bank 
Resolution Trust Corporation 
U.S. Postal service 

sUb-total* 

Agency Assets: 
FmHA-RDIF 
FrnHA-RHIF 
DHHS-Health Maintenance Org. 
DHHS-Medical Facilities 
Rural utilities Service-CBO 
Small Business Administration 

sub-total* 

Government-Guaranteed Loans: 
DOD-Foreign Military Sales 
DoEd-HBCU 
DHUD-Cornrnunity Dev. Block Grant 
DHUD-public Housing Notes 
General Services Administration + 
DOl-Virgin Islands 
DON-Ship Lease Financing 
Rural Utilities Service 
SBA-StatejLocal Development Cos. 
DOT-Section 511 

sub-total* 

grand-total* 

*figures may not total due to rounding 
+does not include capitalized interest 

FEDERAL FINANCING BANK 
(in millions) 

September 30, 1997 

$ 1,294.6 
1,375.0 
~..L....5. 
4,633.0 

3,675.0 
13,530.0 

3.9 
13.0 

4,598.9 
0.1 

21,820.8 

3,048.0 
0.7 

35.7 
1,561.4 
2,419.7 

18.7 
1,308.1 

14,819.3 
274.9 

3.9 
23,490.6 

========= 
$ 49,944.4 

August 31, 1997 

$ 1,325.8 
1,508.5 

0.0 
2,834.3 

3,675.0 
13,895.0 

3.9 
13.0 

4,598.9 
0.1 

22,185.8 

3,066.0 
0.7 

36.3 
1,561.4 
2,415.7 

18.7 
1,308.1 

14,917.0 
277.5 

4.0 
23,605.3 

=========== 
$ 48,625.4 
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Net Change FY '97 Net Change 
9/1/97-9/]0/97 1011/96-9/30/97 

$ -31. 3 $ -527.2 
-133.5 -4,621. 2 

1.26:1.5 ~63.5 
1,798.7 -4,684.9 

0.0 0.0 
-365.0 -5,170.0 

0.0 -1. 7 
0.0 -5.8 
0.0 0.0 
~ Q.Q 

-365.0 -5,177.5 

-17.7 -198.9 
0.0 0.4 

-0.6 -3.5 
0.0 -65.4 
4.0 87.4 
0.0 -1.2 
0.0 -74.7 

-97.8 -1,931.4 
-2.6 -43.5 

Q..,..Q -a.z 
-114.7 -2,239.4 

========== ========= 
$ -1,319.0 $-12,101.8 



DEPARTMENT OF THE TREASURY 

lREASURY fa) NEW S 
omCE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C.. 20220. (202) 622-2960 

FOR IMMEDIATE RELEASE 
October 31, 1997 

Contact: Dan Israel 
(202) 622-2960 

DAVID W. WILCOX CONFIRMED AS TREASURY ASSIST ANT 
SECRET AR Y FOR ECONOMIC POLICY 

The U.S. Senate yesterday voted to confirm David W. Wilcox as the Assistant Secretary 
of the Treasury for Economic Policy. 

Dr. Wilcox was most recently a Senior Economist at the Federal Reserve Board in the 
Division of Monetary Affairs. He began his work with the Federal Reserve Board 11 years ago in 
the Division of Research and Statistics and has also served as a Senior Economist with the 
Council of Economic Advisers. In his work with the Federal Reserve Board, Dr. Wilcox focused 
on household spending and saving, monetary policy strategy and issues related to the 
measurement of the cost of living. 

As the Assistant Secretary for Economic Policy, Dr. Wilcox serves as the principal advisor 
to the Secretary and Deputy Secretary on a wide range of domestic economic policy issues. 
Among other responsibilities, he will participate in developing the Administration's official 
economic projections. 

Dr. Wilcox received a Doctoral degree in Economics from the Massachusetts Institute of 
Technology and graduated Magna Cum Laude from Williams College with a Bachelor of Arts in 
Mathematics. Dr. Wilcox was raised in Winnetka, Ill. and currently resides in Alexandria, Va. 
with his wife, Melynda. 

--30--

RR-2038 

Far press releases, speeches, public schedules and official biographies, call our 24-hour fax line at (202) 622-2040 



DEPARTMENT OF THE TREASURY 

lREASURY (.) NEW S 
omCE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C.. 20220. (202) 622-2960 

FOR IMMEDIATE RELEASE 
October 31, 1997 

Contact: Kelly Crawford 
(202)622-2960 

Statement by Treasury Secretary Robert E. Rubin 

We welcome Indonesia's announcement of a strong package of macroeconomic policies and 
structural reforms, which will be supported by financing from the International Monetary Fund 
(IMF), the World Bank and the Asian Development Bank (ADB). 

The United States and a number of other countries in the region are prepared to provide contingent 
additional financial support that could be made available for a temporary period, if necessary to 
supplement the resources made available by the IMF and Indonesia's own reserves. This support 
would be conditioned on the implementation of an appropriate set of macroeconomic and structural 
policies supported by the IMF, the World Bank, and the ADB. The United States is prepared to 
provide up to $3 billion in assistance from the Treasury's Exchange Stabilization Fund. 

The Treasury and the Federal Reserve are also in the process of consulting with countries in Asia 
on ways to enhance mechanisms for regional cooperation and, more generally, to strengthen the 
capacity of the IMF and the international financial system to prevent and, when necessary, respond 

to financial crises. 

Financial stability around the world is critical to the national security and economic interests of the 
United States. We continue to monitor closely developments in emerging market economies. These 
countries are not only key markets for U.S. exporters, but are also crucial to our efforts to promote 
growth, peace and prosperity throughout the world. In today' s global economy, the health and 
prosperity of the American economy depend importantly on the stability of the global financial 
system and the economic health of our trading partners. 
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DEPARTMENT OF THE TREASURY 

17!\Q 

OFFICE OF PUBUCAFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C.. 20220. (202) 622-2960 

EMBARGOED UN'IIL 2: 3 0 P. M . 
October 31, 1997 

CONTACT: Office of FiIIaZlCing 
202/219-3350 

TREASURY'S 52-WEEK BI~L OFFERING 

The Treasu-~ will auc~ion approximately S12,000 million of 52-week 
Treasury bills to refund $14,767 million of publicly held 52-week bills maturing 
November 13, 1997. T.ais offering will result in·a paydown for tae Treasury of 
about $2,775 million. In addition to the maturing 52-week bills l there are 
$16,218 million of maturing publicly held 13-week and 26-week bills. 

In addition to the puoli~ holdings, Federal Reserve Banks for ~heir own 
accounts hold $12,579 million of the three maturing bills. These accoun~s are 
considered to hold $5,37S million of the maturing 52-week issue, which may be 
refunded at the weighted average discoune rate of accepted competitive tenders. 
Amounts issued to these accounts will be in addition to the offering amount. 

Federal Reserve Banks hold $4,707 million of the maturing issues as agents 
for foreign and international monetary. authorities. These may be refunded 
within the offering amount at the weighted average discount rate of accepted 
competitive tenders. A~tional amounts may be issued for such accounts if the 
aggregate amoun~ of new bids exceeds the aggregate amount (Jf mat.uring bills. 
For purposes of determining such addit.ional amount.s, fore~gn and internat.ional 
monetary authorities are consideree to hold $734 million of the maturing 52-week 
issue. 

Tenders for the bil~s will be received at Federal Reserve Banks and 
Branches and atel:le Bureau of the Public Del:>t, Washington, D.C. 'I'his offering 
of Treasury securities is governed by the terms and conditions set forth in the 
Uniform Offering Circular (31 eFR Part 356, as amended) for the sale and issue 
by the Treasury to the public of marketable Treasury bills, notes, and bonds. 

Details about the new security are given in the attached offering 
highlights. 

000 
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HIGHLIGHTS OF TREASURY OFFERING 01 52-WEn B:ILLS 
TO BE ISSUED NOVEMBER 13. 1997 

October 31, 199i 

Q££er~g Amount .............. Sl2,OOO milliQn 

Descriptiou of Offering: 
Term and type of security 364-day bill 
COSIP number ................. 912794 SB b 
Auction date ................. Nove~er 6, 1~~7 

Issue da~e ................... November l3, 1997 
Maturity date ................ November 12, 1998 
original issue date .......... November 13, 1997 
Maturing amount " ............ $20,142 million 
Minimum bid amaun~ ........... $10,000 
Multiples .................... $1, 000 

Submission of Bids: 
Noncompetitive bids Accepted in full up to $1,000,000 at the 

average discount rate of accepted 
competitive bids 

Competitive bids ......... (1) Must be expressed as a discount rate with 
two decimals, e.g .• 7.10%. 

~aximum R~cQgniz~g Bid 

(2) Net long position for each bidder must be 
reported when the sum of the total bid 
amount, at all discount rates. and the 
net long pOSition is $2 billion or 
greater. 

(3) Net long position must be determined as 
of one half-hour prior to the closing 
time £or receipe of compet~tive te~c.D. 

at a S:i.D,gle Yield ......... -- .. 35% of public offering 

Haxjmum AKiiI.:g .-- .. _---- .... ---. 

Rece~pt o£ Tepdere: 
Noncompetitive tenders 

35% of public o££e:z:-ing 

Prior to 11· Q 0 a m Eastern Standard 
time on auction day 

Competi~ive tenders .......... Prior to 11·3Q a_m_ Eastern Standard 
time on auction day 

Payment Terms ............... - Full payment with tender or by charge 

t.o a funds account at a Federal Reserve 
Bank on issue date 



PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

FOR IMMEDIATE RELE.·\SE Contact: Peter Hollenbach 
l\ovember3. 1997 (202) 219-3302 

BUR£..\.C OF THE PUlLIC DEBT A:--;:\OU~CES SERIES EE SAVINGS BOND RATE 
FOR ~OVL\IBER 1997 THROUGH APRIL 1998 

The Bureau of the Public Debt announced today the rate for Series EE savings bonds issued on or after ~Iay I. 1997. 

SERIES EE SAVINGS BOND RATE -5.59% 

The 5.59 percent Series EE savings bond rate is in effect for bonds issued on or after May I. 1997. that are purchased 
or enter sem iannual earn ings periods from :\ovember 1997 through April 1998. The rate is 90 percent of the average 
5-year Treasury securities yields for the preceding six months. A new interest rate is announced effective each ivtay I 
and November I. A 3-month interest penalty is applied to these bonds if redeemed before five years. New Series EE 
bonds increase in \alue month Iy. The bond' s interest rate is compounded sem iannually. 

SERIES EE BO~DS ISSUED BEFORE MAY 1997 

The .+.53 percent Short-Term Series EE s,:nings bond rate is in effect for bonds issued from l\lay 1995 through April 
1997 for bonds that enter semiannual earnings periods from November 1997 through April 1998. See the table on the 
back of this release for earnings on Series EE bonds issued from January 1980, 

:\IA TURED SERIES E SA Vli'iGS BONDS AND SA VINGS NOTES 

Series E savings bonds and Savings Notes continue to reach final maturity and stop earning interest. Bonds issued 
from ~tay 19.+ I through October 1957. along \\ ith those issued from December 1965 through October 1967. have 
stopped earning interest. Sa\ ings \:otes. issued from \olay 1967 through October 1967. have stopped earning interest. 
Bonds and Notes with issues dates sho\\ n here wi \I reach final maturity in the next six months. 

Bond~ote Issue Dates 
l\ovember 1957 through April 1958 
November 1967 through April 1968 

Bonds !Notes Stop Earning Interest 
November 1997 through April 1998 
November 1997 through April 1998 

!\lORE r~FORMATION 

The latest Cnilt!dS[(J[t!s Sll\'illS-?S BOllds/Soles EamillS-?s Report and other useful information about savings bonds is 
available at Public Debt's Internet Home Page: www.publicdcbttreas.go\,or www.sa\,ingsbonds.go\: Download the 
Savings Bond Wizard -., an easy to use program that lets you keep track of your savings bonds and value your 
portfolio. The table on the back of this bulletin shows actual yields for Series EE bonds. The Earnings Report. \\ hich 
contains rate and \ ield information for Series E&EE bonds and Savings Notes. is also available bv mail from Public . ~. 

Debt. Send a postcard asking for ··Earnings Report" to Bureau of the Public Debt 200 Third Street. Parkersburg. WV 

~6106-13::8. 

000 
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S 100 SERIES EE BONDS -- NOVEMBER 1997 THROUGri'()CTOBER 19~~ 

Trlls taole snows se'T113'1nual values for S 1 00 Series EE Bonds' Values for other denominations are proportional to the values 

shown For examole tne value of a S50 bond IS one-half the amount shown and the value of a S500 bond IS five times the 

amount shown The Current Earnings COlumn showS tr,e annual yield that the bonds will earn dUring the period indicated The 

Earnings From Issue IS the bond's yled from Its Issue date to the date shown or date adjusted as shown In the footnotes 

Earning Period Earnings to[)~t,=- .... ~~"-~eld 5 years·· .. 
-

Re~~mpti~n_'I.'~LJt:··-*· 

Series EE Bond Start End Start End Current Earnings Start End 

Issue Dates Date"- Date" Value Value Earnings'" From Issue Value Value 

11/1997 - 4'1998 11/111997 5i1/1998 5000 5140 560% 560% 5000 5068 
51997 10 199- 11 1 '1997 51/1998 51 44 5288 560% 568% 5072 5216 

Earning Period Earnings 
- - -

Series EE Bond Start End Start End Current from 

Issue Dates Date" Date" Value Value Earnings'" Issue 

11/1996 - 411997 11/1/1997 51111998 5236 5356 4.58% 464% 
5/1996 - 10/1996 11/1/1997 5/1/1998 5344 5464 449% 449% 
11:1995 - 4'1996 11/1/1997 5/1/1998 5476 5600 453% 458% 
511995 - 10;1995 11/1/1997 5/1/1998 5620 5748 456% 470% 
11/1994 - 411995 11/1/1997 51111998 5632 5744 3.98% 400% 
5/1994 - 10/1994 11/1/1997 5/1/1998 57.44 58.60 404% 401% 
11/1993 - 4/1994 11/1/1997 51111998 58.60 59.76 3.96% 400% 
5 1993 10/1993 11/1/1997 51111998 5976 6468 1647% 522% 
3/19~3 - 4/1993 3/1/1998 9/1/1998 6460 6632 533% 520% 
11 '19~::' - 21993 11:1/1997 5/1/1998 6720 6924 607% 601% 
5 199::' 10'1992 11/1/1997 5/1/1998 6924 71 32 601% 601% 
1 I 1991 - 4/1992 11/1/1997 51111998 71 32 7344 595% 600% 
5!1991 10/1991 11/1/1997 5/1/1998 7344 75.64 599% 600% 
11/1990 - 4/1991 11/1/1997 5/111998 7564 77 92 603% 600% 
5 1990 10/1990 11/1/1997 5/1/1998 77 92 80.24 595% 600% 
11/1929 - 4'199C 11/1/1997 51111998 8024 82.68 608% 601% 
5 1989 10/1989 11/1/1997 5/1/1998 8268 8516 6.00% 601% 
1~1932~ 4/1989 11/1/1997 51111998 8516 8768 592% 600% 
5 19:: 10'1985 11/1/1997 51111998 8768 90.32 602% 600% 
11 198- - 4'1988 11/1/1997 511/1998 9032 9304 602% 600% 
5 19S- 10,1987 11/1/1997 51111998 9304 9584 602% 600% 

11 '956 - 4/1987 11/1/1997 51111998 9584 9868 593% 600% 
5 1925 10/1986 11/1/1997 5/1/1998 11084 11308 404% 692% 
1 I 1935 - 4/1986 11/1/1997 5/1/1998 11308 11532 3.96% 680% 
5'1985 - 10/1985 11/1/1997 51111998 11532 11764 402% 669% 
1 I 1984 - 4/1985 11/1/1997 511/1998 11764 12000 401% 659% 
5 1984 - 10/1984 11/1/1997 511/1998 12032 12344 519% 656% 
11 1953 - 4/1984 11/1/1997 51111998 12600 129.32 5.27% 666% 
:: 19:3 10/1983 11/1/1997 5/1/1998 13148 134 96 529% 673% 
~ ~ ~32 4/1983 31/1998 91111998 13876 14248 536% 687% 

~ ~ ~ ge: 2 1983 111111997 511/1998 14036 14460 604% 697% c, • ~ ,~ 10198: 11 '1/1997 511/1998 15756 - (:': .... 16228 599% 750% 
l' 193' - 4.'1982 11'1/1997 5/1/1998 16228 167 16 601% 745% 
5 1~31 - 10/1981 11/111997 511/1998 167 16 172 16 598% 741% 
11 '195:) - 4/1981 11/1/1997 5:1'1998 17636 181 64 599% 751% 
5 1 ~8:) - 10/1980 11/1/1997 51111998 19056 196.28 600% 774% 
1 19:0 - 4/1980 1/1/1998 7/1/1998 19436 20020 601% 764% 

• Mo~:~y '~:-eases ," va'ue for bonds Issued May 1997 and after (and some earlier bonds) are not shown In the table 

•• Eac~ 'S~a-: Da~e arjEnd Date" IS for the first date of tne range In the "Issue Dates" Column Add f 
one month or each later 

ISSue f'":'1v~:~ F:~ exa"'pe a bond Issued In 7/1996 would be worth S53 44 on 1/1/1998 and 554 64 on 7/1/1998 

-_. Y,e'Js a~J sav'ngs t:on::l ra:es may not agree cue to ro~ndlng and due to the methodol f 
' ogy or computing market-based 

yle'Js ~o- OC~JS Iss~ej pCior to May 1 1995 

•••• A cor::: .'ss~ej or or a':er "'.1a y 1 1997 IS assesse::l a tnree-month Interest penalty If redee d I th fi . 
'. me ess an Ive years after ItS 

Iss;..e J3:e Re:::e'T'c:o~ Val~e shows tond values ar.e' cena~ty "Eamlngs to date wh h I 5 " 
en e d years shows the amount upon 

\\ .... :'"' I ..... : ...... e e.3~ .... '"'::::5 .&.' ::r;-:OL..nc 



PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt W h' • as zngton, DC 20239 

TREASURY SECURITY AUCTION RESULTS 
-BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
November 03, 1997 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 13-WEEK BILLS 

Term: 
Issue Date: 
Maturity Date: 
CUSIP Number: 

91-Day Bill 
November 06, 1997 
February OS, 1998 
9127944R2 

~~GE OF ACCEPTED COMPETITIVE BIDS: 

Discount. Investment 

Rate Rate 1/ Price 
.---------------------

LOW 5.11 ~- 5.25 %- 98.70e 
'b 

High 5.12 '\ 5.26 % 98.706 

Average 5.12 %- 5.26 % 96.706 

Tenders at the high discount rate were allotted 68% 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 
-----------
competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Federal Reserve 
Foreign Official Inst. 

Refunded Mat.uring 
Additional Amounts 

TOTAL 

1/ Equivalent. coupon- issue yield. 

RR-2042 

Tendered 
-----------------
$ 44,274,140 

1,444,639 

-----------------
45,710,779 

3,543,010 

270,200 
o 

-----------------
$ 49,531,989 

http://www.publlcdebt.treas.gov 

Accept.ed 
-----------------
s 5,802,212 

1,444,639 
-----------------

7,246,851 

3,543,010 

270,200 
o 

-----------------
s 11,060,061 



-
PUBLIC DEBT NEWS 
-
Department of the Treasury • Bureau of [he Public Debt • Washington, DC 20239 

TREASURY SECURITY AUCTION RESO'LTS 
BUP~U OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
November 03, 1997 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREPSURY'S AUCTION OF 26-WEEK BILLS 

Term: 
Issue Date: 
Maturi ty Date: 
CUSIP Number: 

lS2-Day Bill 
November 06, 19~7 

May 07, 1998 
9127946N9 

RANGE OF ACCEPTED COMPETITIVE BIDS: 

DiscOWlt Investment. 
Rate Rate 1/ Price 

--.---- ---------- ------

Low 2/ 5.13 % 5.34 % 97.407 

High 5.14 % 5.35 % 97.401 

Average 5.13 %- 5.34 % 97.407 

Tenders at the r.igh discount. rate were allotted 7%. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

compet.itive 
Noncompetit.ive 

PUELIC SUBTOTAL 

Federal Reserve 
Foreign Official Inst. 

Refunded Macuring 
Additional Amounts 

TOTAL 

Tendered 
-----------------
$ 42,790,110 

1 / 191,53 7 

-----------------
43,961,647 

3,345,000 

2,546,000 
o 

-----------------
$ 

Accepced 
---.-------------
$ 3,874..321 

1,191,537 
-----------------

S,06S,SS8 

3,345,000 

2,546.000 
C 

-----------------
$ 10,956,658 

1/ Equivalent coupon-issue yield. 
2/ $3,000,000 was acceptec at rates below the competitive range 

RR-2043 
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DEPARTMENT OF THE TREASURY 

lREASURY fa) NEW S 
omCE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C.. 20220. (202) 622-2960 

FOR IMMEDIATE RELEASE 
November 3, 1997 

Contact: Dan Israel 
(202) 622-2960 

STATEMENT OF TREASURY SECRETARY ROBERT E. RUBIN 

I welcome the Senate's vote this evening to confirm Charles Rossotti as the new 
commissioner of the Internal Revenue Service. His confirmation is an important step in the 
Clinton Administration's plan to reform the IRS. 

Charles Rossotti brings private sector expertise to the IRS that will be crucial in providing 
first-rate customer service and expanding the use of information technology to better serve the 
American taxpayer. He shares the Clinton Administration's commitment to building a fair, 
efficient and accountable IRS. I encourage Congress to pass currently pending IRS reform 
legislation to give Charles Rossotti the tools he needs to continue our efforts to reform the IRS. 

Charles Rossotti has the management and leadership skills necessary to manage the agency 
responsible for collection of95 percent of the nation's revenue. I know that as commissioner, 
Charles Rossotti will give IRS employees the training and direction they need to do their jobs. I 
look forward to working closely with him to build an IRS that can best serve the American 
people. 

As we welcome our new commissioner, I would also like to commend Acting 
Commissioner Michael Dolan who has led the agency for the last five months. Michael Dolan is a 
true public servant who has worked hard to implement change at the IRS. I welcome his 
continued leadership as deputy commissioner. 
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TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
November 04, 1997 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 3 - YEAR NOTES 

Interes,:: Rate: 5 3/4% Issue Date: 
Series: X-2000 Dated Date: 
caSIP No: 9128273M2 Maturity Date: 
STRIPS Minimum: $800,000 

RANGE OF ACCEPTED COMPETITIVE BIDS: 

Low 
High 
Average 

Yield 

5.755% 
S.168%
S.762%, 

Price 

99.986 
99.950 
99.967 

Tenders at the high yield were allotted 92%. 

November 17, 1997 
November 1S, 1997 
November 15, 20DO 

Accrued interest of $ 0.31768 per $1,000 must be paid for the period 
from November 15, 1997 to November 17, 1997. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Federal Reserve 
Foreign Official Ins'::. 

TOTAL 

RR-2045 

$ 

$ 

Tenc.ered 

3-1,018,100 
622,589 

34,640,6S9 

1.651,200 
342.000 

36,633,889 
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$ 

$ 

1~.391,100 

622,589 

H,013.689 

:.651.200 
342,000 

1~,006,889 
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EMB&~GOED UNTIL 2:30 P.M. 
November 4, 1997 

CONTACT: 

TREASURY'S WEEKLY BILL OFFERING 

Office of Financing 
202/219-3350 

The Treasury will auction two series of Treasury bills totaling approximately 
$15,000 million, to be issued November 13, 1997. This offering will result in a paydown 
for the Treasury of about $1,225 million, as the maturing publicly held 13-week and 26-
week bills are outstanding in the amount of $16,218 million. In addition to the maturing 
13-week and 26-week bills, there are $14,767 million of maturing publicly held 52-week 
bills. The disposition of this latter amount was announced last week. 

In addition to the public holdings, Federal Reserve Banks for their own accounts 
hold $12,579 million of the three maturing bills. These accounts are considered to hold 
$7,204 million of the maturing 13-week and 26-week issues, which may be refunded at the 
weighted average discount rate of accepted competitive tenders. Amounts issued to these 
accounts will be in addition to the offering amount. 

Federal Reserve Banks hold $4,462 million of the maturing issues as agents 
for foreign and international monetary authorities. These may be refunded within the 
offering amount at the weighted average discount rate of accepted competitive tenders. 
Additional amounts may be issued for such accounts if the aggregate amount of new bids 
exceeds the aggregate amount of maturing bills. For purposes of determining such addi
ional amounts, foreign and international monetary authorities are considered to hold 
$3,728 million of the original 13-week and 26-week issues. 

Beoinnino with this offering, comoetitive bids in all weeklv and 52-week bill 
auctions must be expressed as a discount rate with three decimals in increments of .005%, 
e.a., 7.100%, 7.105%. Cornnetitive bids in cash manaoement bill auctions will still be 
expressed as a disco~"t rate with two decimals, e.a., 7.53%. 

Also beainnina with this offering and annlvina to all Treasurv bill auctions, 
includino cash manaaement bills, the net lona position reportina threshold has been 
reduced from S2 billion to Sl billion. 

The Uniform Offering Circular (31 CPR Part 356) has been amended to reflect these 
chanaes. 

Tenders for the bills will be received at Federal Reserve Banks and Branches and at 
the Bureau of the Public Debt, Washington, D.C. This offering of Treasury securities is 
governed by the terms and conditions set forth in the Uniform Offering Circular (31 CFR 
Part 356, as amended) for the sale and issue by the Treasury to the public of marketable 
Treasury bills, notes, and bonds. Details about each of the new securities are given in 
the attached offering highlights. 

Attachment 
RR-2046 
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HIGHLIGHTS OF TREASURY OFFERINGS OF WEEKLY BILLS 
TO BE ISSUED NOVEMBER 13, 1997 

01fe}:il.!~LJ:!!llOU~1.t ............................. $7,500 million 

Q~~cription of Offering: 
'reun and type of security ................... 91-day bill 
CUSIP number ................................ 912794 6D 1 
l\uction date ............................ '" . November 10, 1997 
Issue date ........... " ..................... November 13, 1997 
Maturity date ............................... February 12, 1998 
Original issue date ......................... August 14, 1997 
Currently outstanding ....................... $12,321 million 
Minimum bid amount .......................... $10,000 
Multiples ................................... $ 1,000 

The following rules apply to all securities mentioned above: 

Submission of Bids: 

$'1,500 million 

182 -day bill 
912794 6P 4 
November 10, 1997 
November 13, 1997 
May 14, 1998 
November 13, 1997 

$10,000 
$ 1,000 

NOllcompetitive bids ........................ Accepted in full up to $1,000,000 at the average 
discount rate of accepted competitive bids. 

November 4, 1997 

Competitive bids ............................ (1) Must be expressed as a discount rate with three decimals in increments 

Maximum Recognized Bid 

of .005%, e.g., 7.100%, 7.105%. 
(2) Net long position for each bidder must be reported when the sum of the 

total bid amount, at all discount rates, and the net long position is 
$1 billion or greater. 

(3) Net long position must be determined as of one half-hour prior to the 
closing time for receipt of competitive tenders. 

at a Single Yield ........................ 35% of public offering 

Maximum Award ............................... 35% of public offering 

Receipt of Tenders: 
Noncompetitive tenders ...................... Prior to 12:00 noon Eastern Standard time on auction day 
Competitive tenders ......................... Prior to 1:00 p.m. Eastern Standard time on auction day 

Payment 'l'enus .............................. Full payment with tender or by charge to a funds account 
at a Federal Reserve Bank on issue date 
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FOR IMMEDIATE RELEASE 
November Sf 1997 

CONTACT: Office of Financing 
202/219-3350 

AMENDED RESULTS OF TREASURY'S AUC'I'ION OF 3-YE~.R NOTES 

The Treasury inadvertently failed to p~t a footnote in the 

November 4, 1997, 3-year note auction results press rele~se. The 

footnote th~t was omitted would have staced that $20 m:llion was 

accepted at yields below the competitive range. 

All other particulars in the auction results press release 

re:T\ain the S2..me. 
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DEPARTMENT OF THE TREASURY 

IREASURY!.) NEW S 
OffiCE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE. N.W .• WASHINGTON. D.C.. 20220· (202) 622-2960 

EMBARGOED UNTIL 1: 15 PM EDT 
Text as Prepared for Delivery 
November 5, 1997 

"The US-Japanese Stake in a Free and Open Asian Capital Market" 
Deputy Treasury Secretary Lawrence H. Summers 

Pressing Issues in US/Japan Financial Markets 
Japan Society, New York 

Thank you. It is a pleasure to be speaking to such a distinguished audience on a 
subject that has been at the very forefront of all our minds in recent days. 

Today, few would seriously doubt that in this new global economy, strong foreign and 
security relationships are built on strong economic ones. Nor, happily, would many doubt that 
the Joint United States-Japan Framework for a New Economic Partnership established in 1993 
has helped us better understand the common ground that exists between our two countries and, 
critically, act on that agreement to achieve positive change. 

While discussion of the global economy often emphasizes trade. in many ways it is 
fInance, and its management for good or for ill, that shapes history. The financial problems of 
excess inflation or deflation have been at the root of some of the world's most profound 
conflicts. BuLin the latter decades of this century finance has also helped pave the way for 
one of the world's greatest successes -- the rise to modernity of countries where more than 3 
billion people live, many of them in Asia. The remarkable expansion in the volumes of capital 
flowing to developing countries that we have seen in recent years has opened up enonnous 
opportunities for enhanced growth and living standards around the globe. But if we are to see 
this potential realized it will be critical to ensure that these flows of capital are as sustainable 
as they have been strong. 
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This afternoon I want to reflect on the importance of open and strong financial markets 
on some of the financial challenges that Japan faces, and then at broader length on what can b~ 
learned from, and the problems posed by. financial crises of the kind we have seen recently in 
South-east Asia. 

I. The lesson of history -- the need for liberal and open rmandal markets 

The crucial function of the financial system is to allocate capital, monitor its use and 
share risk. By allocating its scarce savings, a nation's fmancial system in many ways sets its 
course. There is no disagreement on the need for strong and efficient financial systems. But 
what kind of fmancial system works best has been a subject of debate. 

It has sometimes been suggested that free financial markets are a recipe for short 
tennism, sub-optimal growth and excessive volatility to external shocks. As an alternative, 
commentators have prescribed systems that favor less transparent arrangements and greater 
regulation. Indeed, it was not so long ago that it was common to suggest an Asian model for 
American finance, with industries relying to a much greater degree on fmandal institutions 
than on capital markets for their finance. In recent years, however, I think the thinking has 
tilted fIrmly in favor a more open conception of the financial market. 

First, we have seen the renaissance of American business -- a renaissance that has 
given us more than five years of rapid growth in output and employment and low inflation, a 
renaissance rooted firmly in the competitive dynamism and openness of our fmancial markets. 
Impatient American capital saw to it that major American companies were among the first 
companies worldwide to go through painful reengineering and restructuring to reflect 
competitive realities -- and, accordingly, saw to it that these companies emerged first, and 
strongest in their field. Equally, American openness and competition created a venture capital 
industry able to look past the inexperience. the absence of a tie -- and see a potential 
Microsoft. 

Second, and related to this first lesson, international experience dealing with the 
consequences of financial institutions' mistakes. such as in real estate speculation. has taught 
the benefits of acting to unwind these mistakes as quickly and openly as possible, rather than 
allowing them to remain hidden in the hope that the difticulties will reverse themselves. 

In the early years of the 1980s Savings and Loans Crises we learnt these lessons the 
hard way, when allowing loss-making S&Ls to stay in business. and go for broke, 
dramaticalIy increased the long term cost of [he crisis for taxpayers. By contrast, the open 
revelation of the true extent of the problem -- as occurred after the creation of the Resolution 
Trust Corporation in 1989 -- is widely agreed to have signaled [he beginning of the problem's 
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end. In these and other cases, policy makers around the world have come to realize that 
illiquid and opaque markets find it ,harder to put these problems behind them -- and, relatedly, 
that bad news, openly confronted, IS often Jess disruptive to ongoing market confidence than 
unpublicised, but widely suspected, bad news, 

We have recently seen the same lessons in Japan, in the huge write-offs and provisions 
made by banks themselves, in legislation to strengthen the deposit insurance system, and in the 
creation last year of both a housing Joans administration corporation and a resolution and 
collection bank to take over the assets and liabilities of failed institutions. We have also seen 
the new approach applied in the agreement, and progressive implementation of the 1995 
United States-Japan Financial Services Agreement. And we have seen it in the announcement 
of a program of Big Bang Financial Reforms just under a year ago. 

The Big Bang program speaks to Prime Minister Hashimoto's understanding of the 
critical role that a "free, fair and global" financial market will play in achieving the deep 
restructuring of the Japanese economic system that will be required to support a broad-based 
sustainable domestic recovery. Yet it is important to remember that a dynamic financial sector, 
and a dynamic economy, are mutually reinforcing goals, Japan will be far better placed to 
repair the health of its financial system and enjoy the benefits of a more liberalized fmancial 
system if the government successfully pursues policies to fulfill its commitment to domestic 
demand-led growth. 

Here, as elsewhere in the government's reform programs. many of the details and 
implementation have still to be worked out. But, as Prime Minister Hashimoto recognizes, 
following through on these reform pledges will be vital to Japan's long tenn future. it will also 
send a powerful message to Japan's regional neighbors, and to others around the world, that 
reforms to make financial markets more liberal and transparent are not in conflict with the task 
of restoring health to a troubled financial system -- they are essential to it. 

II. Stable Finance for Emerging Markets 

In a more closely integrated world, domestic financial problems have a habit of 
becoming international financial problems -- and the domestic challenges of maintaining a 
healthy domestic financial sector become part of the broader challenge of ensuring financlal 
stability internationally, Just as the slow-down in growth in [he United States in the very early 
1990s, and Japan's economic problems more recently, have highlighted the importance of 
healthy financial systems for continuing economic growth -- so events in Mexico and South
east Asia have underscored even more dramatically the need for sound finance. 

Tolstoy once said that every happy family was happy for the same reasons -- but every 
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unhappy family was miserable in its own particular way. Much the same might be said of 
financi~l. crises: no ~ne djag~osis ever quite fits all. That said, I think it is possible to identify 
four critical factors m most, If not all, of the recent financial crises we have seen. 

1. Large-scale unmatched borrowing 

As Federal Reserve Chairman Greenspan noted in his testimony before Congress last 
week, for much of the 1990s the newly industrialising South-east Asian economies enjoyed 
low inflation. rapid growth and ample liquidity. As has so often occurred in these conditions 
in the past, large amounts of investment flowed into a real estate boom -- investment which in 
tum ended up as collateral for a very large proportion of the assets of the domestic fmancial 
system. Text-books will make much of tbe distinction between investment and consumptiont. 
But in this context. lending for conspicuous construction projects favored by local elites is 
much more like consumption than investment. and at least as likely to cause repayment 
problems. 

2. poorly developed domestic financial systems 

The key factor enabling tbis excessive build-up of assets of uncertain worth was the 
underlying weakness of the domestic fmancial system in these countries. Lax lending 
standards. weak supervisory regimes and inadequate capital all helped to permit large-scale 
fInancial imbalances to develop -- and. once they had developed, to disguise their true extent. 

As in Mexico. the very weakness of the financial system in some cases has further 
exacerbated the eventual crisis by discouraging prompt adjustment of monetary policy in the 
lead-up to the crisis - and complicating the policy response after the crisis has begun. The 
one clear Jesson, once again, is that a well capitalised, sound banking system is a national 
asset of immense value. 

3 ... an unsustainable exchange rate regime 

While the historical verdict on the merits of different kinds of exchange rate regimes is 
ambiguous, the lesson of Mexico, Thailand and olher South-east Asian cases is not. It is that. 
in the presence of unsustainable current account deficits and a weak and over-extended 
financial system, rigid adherence to particular exchange rare invites disaster. The firmest 
supporters of fixed exchange rates will accept thal they require the complete subordination of 
monetary policy to that single objective. This is a difficult rule to observe when policy makers 
are mindful of the underlying weakness of the financial system. Increasingly they will be faced 
with a choice between raising interest rates to save the exchange rate peg -- or cutting interest 
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rates to shore up the st~bility of the banking system. Too often. they can be paralysed for so 
long that they fail to achieve either. 

4. ., and the ab$ence of strong and credible domestic institutions 

The fourth. and final important factor in these crises has been the underlying fragility 
of confidence in core domestic institutions. Against such a backdrop, a change in one policy __ 
namely the exchange rate - led markets to have doubts about the stability of the entire set of 
policies which had hitherto supported growth. The contrast in immediate effects as between the 
British devaluation of 1992, and the more recent Mexican case is instructive. The message is 
that if a nation's track record of basically sound government and policies is shorter -- and the 
underlying transparency and integrity of core institutions is poorly developed -- policy makers 
have to be that much more careful. 

5. What did NOT cause these crises 

Before moving to the response we have seen to the latest crises, let me take a moment 
to note some widely cited culprits I have not listed. Conspiracy theorists conjure pictures of 
hedge funds, like vultures, circling over the kill. But time and again, careful studies of the 
causes of crises -- such as the G 10 study of the European currency crises and IMF analysis of 
the Mexican crisis - have found that short term speculative flows were not the major source of 
the pressure on governments. By and large, the more appropriate image is of domestic 
investors losing confidence in their own country's currency and seeking to diversify their 
holdings, while at the same time medium and long term foreign investors choose to lighten up, 
often in response to new information. 

III. The Appropriate Domestic and International Response to Crises 

There has been much discussion in Japan, in the United Stares, and around the world as 
to how best to respond to the crises which these problems can cause. But there is little 
question that any effective approach will comprise three core elements. These are: prevention, 
a strong domestic response by the countries concerned and. finally, international support. 

In light of recent experience, let me make a few retlections on each of these. 

1. Prevention: improving transparency and disclosure and surveillance both domestically and 
internationally 

In many ways, the sources of these crises identity the <.:ore priorities in seeking a 
preventative cure. Fostering the highest levels of transparem.:y and disclosure in financial 
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markets serves a dual purpose. First, to a far greater degree than ot.her markets, the ability of 
financial markets to work efficiently in charmeIing resources to their most effective uses stands 
or falls by the quality of information available to market participants. Second, recalling Ken 
Galbraith's phrase that a "conscience is simply the fear (hat someone else might be watching" 
people are less inclined to behave imprudently -- not to say illegally -- if they know that their 
actions will in time be revealed (and the shorter the time, the less inclined they will be). 

Historians of the US financial system will judge that the emergence of generally 
accepted accounting principles did more for the long term health of the US fmancial system 
than Lockheed or any other bail-out. The special data dissemination standards (SDDS) 
developed by the IMF following the Mexican crisis have already made a contribution here. In 
Hong Kong the US urged the exploration of ways of expanding these standards to include 
forwards and derivatives, as well as more information on commercial banks, and encouraged 
their more widespread adoption. A particularly important area to address will be reserve 
accounting, where the traditional practice of reporting reserves without reporting forward 
transactions and other similar measures is akin to looking only at the assets and not the 
liabilities in a standard balance sheet. 

This discussion has clear implications for international surveillance. It is not enough to 
monitor the budget deficit or the balance of trade -- rather, a broader range of variables will be 
relevant, ranging from the maturity of a country's debt to the quality of its judiciary. 

More broadly, the international community needs ro work to help countries develop the 
effective supervisory and regulatory systems, and strong legal and financial infrastructures 
needed to underpin a robust financial system. The Basel "Core Principles for Effective 
Banking Supervision", the end result of United States-supported initiative launched in the 
sununer of 1996, now provide a basis for countries (0 use to enhance the safety and soundness 
of their financial system. Similar standards for regulating securities firms are also in the 
pipeline. 

And yet, we should remember that the ingredients of sound banking systems go well 
beyond a list of internationally recognized standards. The focus must be on developing a whole 
host of good habits and structures at the domestic level -- including the cultivation of a credit 
culture, effective supervisory bodies, and effective controls on self-dealing. Notably, foreign 
participation can make an important contribution in all these areas. We have discovered in 
America that inter-state banking is more diversified and more stable -- in the same way, 
greater internationalization of finance can reduce risks at the same time as lowering the cost of 

capital. 
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2. A Strong Domestic Policy Response 

As the experience in Mexico showed, a credible commitment to sound policies is the 
first and vital prerequisite for restoring stability. This cannot be overstated: credible monetary 
policies, sound fiscal policies, effective banking regulation -- these become more, rather than 
less important in the thick of a crisis. And in the atmosphere of distrust that defines these' 
episodes, credibility has to be earned. To this day I am convinced that Mexico turned the 
corner with the markets the first time that an official forecast turned out to be overly 
pessimistic. 

Governments must prove to the markets that they are committed to making the 
macroeconomic policy adjustments needed to put their economies back on a sustainable path -
and that they have the political will necessary to translate that commitment into actions. And 
they will need to make equally credible commitments to undertake reforms to strengthen 
domestic fmancial systems, both through immediate restructuring measures, and by working to 
develop effective and transparent supervisory and regulatory institutions, and strong legal and 
fmancial infrastructures to underpin those institutions. 

There is always a temptation in the wake of financial turbulence to question whether it 
is driven by fundamentals, and to consider expansionary policy to offset the adverse impact on 
domestic demand of financial problems -- or at least, to suggest that the orthodox adjustment 
policies are unnecessary. My reading of experience is that such counsel is unwise. It risks 
excessive currency depreciation, and consequent damage to the financial system. Equally, 
keeping financial institutions afloat who have nothing to lose in further speculation may welJ 
push the long term costs of the eventual restructuring even higher. 

3. Provision of international assistance 

While the prevention of crises and the prompt adjustment of problems through domestic 
policy are probably the rughest priorities -- there will alway be the issue of what to do when 
crisis comes. The question of providing ~mergency financial support is a vexing one, and 
discussion of the right formulas and approaches will no doubt continue for a long time to 
come. 

The problem has much in corrunon with domestic lender of last resort issues. On the 
one hand, there is the problem of self-fulfilling prophesies -- a bank or nation will succeed if it 
is expected to succeed, and fail if it is expected to fail. Credible and strong external finance 
can be the difference between a positive self-fulfilling prophesy and a negative one. On the 
other hand, provision of finance inevitably carries with it moral hazards. It can make it less 
likely that healthy policies will be pursued, and more likely that risks will be run, and it may 
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discourage investor scrutiny. It is critical that in a global capital market, investment flows are 
based on investors' perceptions of the underlying fundamentals of each country - not the 
probability of international bail-outs. It is important that the private sector should also bear its 
share of the burden at times of financial crisis. 

The balance between these considerations is not easy to strike, and it is not clear it 
should be struck explicitly. Failing to plan is never right. But planning for failure carries 
risks as well. Governments may pay ransoms on occasion, but no government sets up a 
ransom fund to make sure they can do it efficiently. 

The international community has traditionally looked to -- and will look to -- the 
International Monetary Fund as the critical provider of stabilization finance. Its unique ability 
to provide apolitical, conditioned fmance in the context of, and only in the context of, strong 
reforms, makes it the appropriate vehicle for providing support when crisis comes. Of course, 
it is essential that it have the means and the modes to be most helpful. 

With its recent Emergency Financing Mechanism, the establishment of the New 
Agreements to Borrow -- which we expect will soon take effect -- and in the new quota 
arrangements agreed recently in Hong Kong, the IMF will be in an improved position to 

, respond to crises. But I don't think any of us can rest on where we are. The difficulties in 
South-east Asia - and the problems in emerging markets generally -- point up the urgent need 
for us to think about how we can best cooperate to maintain financial stability. This subject, 
with a primary focus on the Asian region, will be taken up soon in the forthcoming ManiJa 
meetings, and may figure in APEC's discussions as well. 

As we proceed it will be worth exploring ways in which countries' particular interest in 
assuring the stability of their close neighbors and trading partners might be brought to bear on 
these efforts -- for example, through regional surveillance arrangements. But financial 
regionalism based on notions of regional reliance in times of crises also carries real risks -- of 
reducing the resources available for future crises, of leaving [he system less well-prepared for 
cross-continental crises, of encouraging the emergence of blocs. and of excluding nations who 
lack powerful neighbors. This is an important part of why we believe it to be essential that the 
IMF should playa central role. 

There is no question that we will need to consider ways of giving a more effective 
voice to emerging economies who have become such important global economic players. I 
look forward to constructive and active dialogue with these countries in Manila and other fora 
in the months to corne. Including these nations will be critical to continuing the international 
community's program for ensuring that our financial architecture for ensuring global fmancial 
stability is up [0 the challenge that modern financial markets present. 
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If the Mexican crisis of 1995 was the first 21st century financial crisis -- recent events 
in South-east Asia have perhaps presented us with the second such crisis. As has been true 
since that first crisis, the challenge for the international community going forward is to build a 
21st century (manciaI system to match. 
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Treasury Under Secretary for Enforcement Raymond W Kelly 
American Bankers Association 

Washington, D.C. 

The organizers of this annual gathering ask the nation's public and private anti-money 
laundering professionals to step back and take the measure of their progress during the last vear. 

Of course it's not always easy to see where you've been and where you're going 

The daily "trees" of small victories and defeats that we encounter, make it hard to see the 
forest 

But I think it's crucial that we take that measure accurately nm\!, by looking at the way 
we police the financial communitv and the international trading system it supports We have, I 
believe, cut down a few big trees this vear 

The guilty pleas in the RA 0 case and recent indictments against money transmitters in 
Boston are just the latest step against abuses in portions of that industry The creative use of the 
geographic targeting order authority which began a few months before last year's seminar is 
something of \vhich we're proud 

Not just because of increased seIzures, guIlty pleas, and conVIctions, but for the real 
impact it had on the lives of real people 

When RepresentatIve NydIa \'elasqucz publlch' thanked the Treasurv on behalf of the 
people of her District in Brooklyn and Queens for making the streets safer, she made an 
important pomt -- that money launderers havc a dlrcct link to narcotics sellers and to the 
VIolence in her district A trafficker's money IS as threatenmg and corrosIve as his weapons 

These street level realities are nothmg nev., but our efforts are ne\\ They· are more than 
a successful prosecution here, increased arrests for the smuggling of currency there They are 
more than what some may regard as overlv burdensome and non-productive rules designed to 
RR-2049 
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hinder money laundering. If that is not understood, then we haven't done a sufficient job getting 
our story out. 

Because our approach to money laundering is changing, money laundering has become a 
primary topic on the agenda of Finance Ministers along with currency stabilization, international 
trade, lending regimes, and the like. To combat it requires recognition, understanding and 
cooperation. 

First, recognition of the problem Money laundering is not of interest simply because it 
facilitates other crimes. As you and your clients know, probably far better than we do, illegal 
money corrodes the institutions and trading systems through which it moves. Undermining their 
economic base and, ultimately, public confidence. That's why the finance ministers are now so 
interested. 

Recognition of the problem is critical to prevention. And prevention is just as critical as 
swift and determined enforcement. Yes -- our goal is first and foremost to bring wrongdoers to 
justice. But, it's also to put a dent in money laundering. 

Murder, kidnaping, and robbery are all acts that are so obviously bad that we could never 
think of them in a positive light. 

But savings, use of the banking system, prudent financial management -- are the heights 
of virtue It's the funds and motive employed that criminalize the activity of the launderers. 

That's why we need your help in minimizing the chances of successful criminal 
manipulation of the financial system 

A final element of understanding is that money laundering is not simply a question of 
random acts of covering the money trail. It is the source, and the product, of a global, 
continuing, and burgeoning parallel trading system that serves the emergent criminal holding 
companies of the last decades of this century. It is a systemic problem, and it requires a systemic 

strategy. 

Part of the strategy at Treasury is to distinguish real threats from imagined ones and to 
weigh the costs and benefits of particular approaches to protection. That's what Treasury has 
tried to do during the past three years in re-engineering the Bank Secrecy Act That's why we 
have emphasized the reporting of truly suspicious activity, not simply mechanical reporting of 

defined transactions. 

I know that one of the frustrations for the banks has been the lack of follow up 
information on suspicious activity reports You provide the Information, and they never hear 
anything. That's something were are in the process of changing 



I trust that you will begin to see the results of that change, with better communication in 
the months ahead. 

We've also tried to reduce the costs ofCTR compliance by greatly broadening and 
simplifying the system by which banks exempt their customers. 

I know there is still some debate about our most recent proposals, and I'm pleased that 
FinCEN is hosting an open meeting on that subject with bank officials on Friday. 

But I don't think anyone doubts that we're trying to uet the costs down and get the 
b ~ 

unnecessary data out of the system once and for all. We've tried to take the same approach in 
moving from the "recognition" generated by the results of the GTOs to the necessary regulatory 
action that has followed. We've met around the nation, in a series of open meetings, with 
industry representatives. 

I attended the New York meeting, in late July, and I was struck by the quality of the 
discussion of very difficult issues. A different sort of understanding, equally important, involves 
the way the criminals work. 

Recent hearings in which Treasury officials described the "black market peso exchange" 
process illustrate this very well. That system, which predates the rise of the cartels simply trades 
a buyer's pesos for the dollars he needs to buy goods from United States companies 

The buyers needs dollars, and in this case there is a large willing seller of dollars, at a cut 
rate. The seller is the narcotics baron holding the proceeds of street sales in a stash house in 
Washington Heights. A money broker matches buyer and seller, taking the drug funds, 
funneling them into the system, and supplying them to the Columbian farmer, whose pesos never 
leave Columbia but end up in the cartel's bank accounts 

When a hooded witness recently told Congressman Bachus that she "laundered money" 
through some of the largest corporations in America, that's what she meant -- that the proceeds 
of a street drug sale ended up buying a tractor from a -- hopefully -- unsuspecting tractor 
distributor. This is where cooperation takes over. 

In the end, in the financial community, as in Jackson Heights, South Central LA, or 
Liberty City, there is no substitute for cooperation on the ground I think this is also where the 
most striking progress is taking place The systems we have put in place over the past few years 
are starting to help us turn our new understanding into positive steps to clean up the "financial 

streets. " 

Recently, several meetings have taken place among law enforcement officials, financial 
regulators, and bankers, including some that are probably well represented in this room. One 
was held to discuss the ways drug dollars, bought by money brokers, are "smurfed" into the 



black market peso exchange system. 

Checks drawn on particular banks had moved through that system, and government 
officials came armed with specific account numbers (some of which the banks had alreadv 
identified independently in their suspicious activity report filings). -

Bankers were asked whether it was possible to reach back into their systems and tell us 
how smurfing of that sort might be detected, and whether it would be possible to draw a profile 
of this sort of activity that bankers could use to detect it. 

The same sorts of discussions must take place with the trading community. We must 
devote resources to the analysis of trading data and undertake discussions with the companies 
that may unsuspectingly sell goods with financing that happens to come from cartels. Of course, 
if the funds are used with the trading company's knowledge, a different question arises, and we 
will deal with it swiftly. 

That is why suspicious activity reporting is important on the regulatory side not just to 
initiate individual prosecutions, but to provide us a window into the parallel financial system 
The window that we can use to pass information back to the private sector to build an effective 
prevention strategy. But a window that only looks at one view -- the view from within the 
United States -- won't give us a complete picture 

Most of these transactions originate or end up outside our borders. That is why another 
of our most interesting and hopeful initiatives is the movement to create an international network 
of financial intelligence units -- or FlUs -- like Fincen 

Banks, broker-dealers, and trading companies have one real advantage over us when it 
comes to compliance and loss prevention They can employ compliance officers, who watch the 
company operations -- everywhere in the world for fraud, theft, money laundering, and so on 
Their writ as investigators and compliance officials, runs wherever there is. say a "Chase Bank" 
or "General Electric" sign Ours, with a fev,: very limited exceptions, stops at the water's edge 

The most difficult challenge for counter-money laundering efforts is to bridge the walls 

of national sovereignities with transgowrnmental cooperation 

Australia, Belgium, France, the Netherlands, and the Untied States -- independently and 
simultaneously -- were the first to create specialized agencies to receive, analyze, and 
disseminate, information to appropriate investigative or prosecutorial authorities. 

FlU's now also exist, for example, In the Czech Republic, Denmark, Hungary, Ireland, 

Italy, Slovenia, Spain, and Norway It is SIgnificant that at least some of the traditional "off
shore" centers are also creating FlUs, an effort that will hopefully lead to dents in their bank 

secrecy regImes. 

4 



The goal of this "transnational" cooperation is to enable all of us to do a better job in 
enforcing our national laws. With this network what we have learned about parallel currency 
exchange systems, for example, may also help the U.K authorities in dealing with their own 
money laundering problems. 

We are hopeful that we will be able to learn much from Dutch officials, who last week 
raided the offices of four brokers and the stock exchange as part of a major investigation into 
suspected money laundering. 

From time to time, there is -- understandably -- some tension between the banking 
community and Treasury enforcement. 

These tensions arise -- naturally enough -- when we use regulatory authority that, in a 
perfect world, would be unnecessary. 

I want to work with you on addressing these conflicts as they arise. But at the same time, 
we do not live in a perfect world. In other countries, we have witnessed the complete undoing of 
entire societies by the cartels. They have corrupted police and judges. Those they could not 
buy, they murdered. 

They have corrupted the electoral systems of entire countries, and have undermined and 
distorted their economies. So when they reach into America -- which unfortunately is their 
biggest market place - and when they reach into our financial systems, Treasury enforcement 
will do all in its power to cut them to the quick. 

We will take their money and their drugs, and bring to justice those who would 
manipulate America's financial systems to hide their profits And we will bring to Justice those 
who knowingly help them. We will do it in sting operations. We will do it in undercover 
operations that put our agents at considerable risk. And we will do it through regulatory efforts 
like the GTOs. 

But, for certain, we will do it. It is a good and noble effort One in which we have 
enjoyed the help and cooperation of the banking community in the past. One in which I trust we 
can count on your help and cooperation in the future. Thank you. 
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TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMl'1EDIATE RELEASE 
November OS, 1997 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 9-3!4-YEAR NOTES 

This issue is a reopening of a note originally issued August 15, 1997. 

Interest Rate: 6 1/8% Issue Date: 
Series: D-2007 Dated Date: 
CUSIP· No: 9128273EO Maturity Date: 
STRIPS Minimum: $1,600,000 

~~GE OF ACCEPTED COMPETITIVE BIDS: 

Low 
High 
Average 

Yield 

5.94H 
S.967%
S.955%-

Price 

101. 324 
101.133 
101.221 

Tenders at the high yield were allotted 30~. 

November 17, 1997 
August 15, 1997 
August 15, 2007 

Accrued interest of $ 15.64538 per $1,000 must be paid for the period 
from August 15, 1997 to November 17, 1997 . 

. ~OUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompetitive 

PUBLIC SUBTOT.l:lli 

Federal Reserve 
Foreign Official Inst. 

TOTAL 

RR-2050 

$ 

$ 

Tendered 

26,472,000 
331,154 

26,803,154 

1,295,000 
300,000 

28,39S,154 

bttp:1 Jwww.publlcdebt.treas.gov 

$ 

$ 

Accepted 

10,671,500 
331,154 

11,002,654 

1,295,000 
300,000 

12,597,654 



DEPARTMENT OF THE TREASURY 

lREASURY fa) NEW S 
omCE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C.. 20220. (202) 622-2960 

FOR IMMEDIATE RELEASE 
November 5, 1997 

Contact: Dan Israel 
(202) 622-2960 

STATEMENT OF TREASURY SECRETARY ROBERT E. RUBIN 

I welcome the passage of the Internal Revenue Service Restructuring and Reform Act by 
the House of Representatives. This bill marks an important step forward in our continuing efforts 
~o refonn the IRS, which the Administration intensified two years ago. The American taxpayer 
will be better served by the additional rights, expanded electronic filing, better customer service 
and oversight measures laid out in this legislation. 

I urge the Senate to pass the Senate version of this bill as soon as possible, so that we can 
move forward in creating a better managed, more customer-friendly IRS. 
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51S TANT SECRETARY 

DEPARTMENT OF THE TREASURY 
WASHINGTON, D.C. 

November 6. 1997 

The Honorable David R. Obey 
Ranking Member 
Committee on Appropriations 
United States House of Represenatives 
Washington, D.C. 20515-6015 

Dear Mr. Obey: 

The issues of tax reform and the perfonnance of the Internal Revenue Service have received and 
will continue to receive very serious attention from this Administration. We believe that further 
taxpayer surveys on these issues could potentially be useful, provided they are conducted in 
confonnity with widely-accepted scientific methodology, in a cost-effective and objective 
manner. We believe that the House proposal does not meet these criteria for two principal 
reasons. 

First, the survey method proposed by the House is unlikely to produce an accurate reflection of 
the views of the American ta.'Cpayer. Survey experience shows that only a small portion of 
recipients are likely to return their fonns, and those that do may not be representative of the 
popUlation at large. As stated by Karen Ahlgrim, Senior Vice President of MJ AfRJC Research, 
a private-sector opinion research finn: 

The current survey effort, as proposed by the House. falls short of following best 
practices in our industry. Since the survey is voluntary and self-administered, it is 
our experience the results will not be representative of the general population. 
Typically with this method, the responses are limited to groups in the extremes -
those who are particularly happy or those who are particularly unhappy. The 
reactions of the majority are often ignored. 

Best practices would most likely dictate an active rather than passive approach to 
understanding how well the IRS meets consumers needs. This would typically 
entail a sampling and interviewing methodology that would ensure that all 
socioeconomic segments of consumers are included. 

Second. according to news reports, Congressional RepUblicans ha\·e ~stimated that the 
survey would cost the Federal Government $60 million to administer. Since the House 
proposal does not at this point provide additional funding for the survey. this could di vert an 
excessive amount of resources from other priorities, including customer sevice at the 
Internal Revenue Service. 

RR-2052 



A more scientific survey, using professional sampling techniques. would produce a more 
accurate reflection of American taxpayers' views and cost a small fraction of the cost -
likely to be less than a million dollars. \Vhile we do not belie\'e that legislation is necessary 
to deve lop such a survey, the Administration stands ready to work with Congress to define 
appropriate questions and to implement such a survey, or in the alternative, identify an 
independent outside finn to design and implement it. 

In conclusion, let me reiterate that a scientific, cost-effective and objective survey could be 
potentially valuable to the work of the Administration and Congress on improving the IRS 
and the tax system. At the same time, we think it would ill-serve the American taxpayer to 
spend an inordinately large amount of money on an unscientific survey whose results could 
provide misleading guidance in these areas. Again, we stand ready to work with you in a 
way that makes sense for the American people. 

Sincerely, 

dtit{k-~ 
Lmda L. Robertson 
Assistant Secretary 
(Legislative Affairs and Public Liaison) 
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EMBARGOED FOR RELEASE AT 3:00 PM 

November 6, 1997 
Contact: Peter Hollenbach 

(202) 219-3302 

PUBLIC DEBT ANNOUNCES ACTIVITY FOR 
SECURITIES IN THE STRIPS PROGRAM FOR OCTOBER 1997 

Treasury's Bureau of the Public Debt announced activity figures for the month of October 1997, of 

securities within the Separate Trading of Registered Interest and Principal of Securities program 

(STRIPS). 

Principal Outstanding 

(Eligible Securities) 

Held in Unstripped Form 

Held in Stripped Form 

Reconstituted in October 

Dollar Amounts in Thousands 

$1.061.873,695 

$828.499,193 

$233.374,502 

$16,774,835 

The accompanying table gives a breakdown of STRIPS activity by individual loan description. The 

balances in this table are subject to audit and subsequent revision. These monthly figures are included 

in Table VI of the Monthly Statement a/the Public Debt, entitled "Holdings of Treasury Securities in 

Stripped Form." 

The STRlPS data along with the new k[onthly Statement of the Public Debt. is available on Public 

Debt's Internet homepage at: www.puhlicdebt.treas.gov A wide range of information about the 

public debt and Treasury securities is also available on the homepage. 
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TABLE VI - HOLDINGS OF TREASURY SECURITIES IN STRIPPED FORM, O'IUOBER 31, 1997 

"--~=-=-=-~ 

Corpus 

Loan Description STRIP Malurlly Dale 

CUSIP 

Treasury Notes 
CUSIP Sefles Inleresl Rale 
912827 VN9 C 8-7/8 912820 AL 1 11/15/97 

WI9 A 8-1/8 AM9 02115/98 

WE8 B 9 AN7 05/15/98 

WN8 C S-1/4 AP2 08/15/98 

VVW8 0 8-7/8 AOO 11115/98 

XE7 A 8-7/8 AR8 02/15/99 
XN7 B 9-1/8 AS6 05/15/99 
X,'f7 C 8 AT4 08/15/99 

3H3 AK 5-3/4 CBl 09130/99 

3K6 AL 55/8 C07 10/31/99 

YE6 0 7-7/8 AUI 11115/99 

YN6 A 8-112 AV9 02/15/00 
YW6 B 8-7/8 AW7 05115/00 

Z::5 C 8-3/4 AX5 08115/00 

ZN5 0 8-112 AY3 11/15/00 
ZX3 A 7-3/4 AZO 02115/01 

A8S B 8 BA4 05/15/01 

B92 C 7-7/8 BB2 08115/01 

025 0 7-112 BCO 11/15/01 

F49 A 7-1/2 BD8 05115/02 

G55 B 6-3/8 BE6 08/15/02 
3J9 M 5-7/8 CC9 09/30/02 

3L4 N 5-3/4 CE5 10/31/02 

J78 A 6-1/4 BF3 02115/03 

L83 B 5-3/4 BGI 08115/03 
N81 A 5-7/8 BH9 02115/04 

P89 B 7-1/4 BJ5 05115/04 

088 C 7-1/4 BK2 08115104 

R87 0 7-7/8 BLO 11115/04 

S36 A 7-1/2 BM8 02115/05 
T85 B 6-112 BN6 05/15/05 

U83 C 6-112 BPI 08/15/05 

V82 0 5-7/8 B09 11/15/05 
W81 A 5-5/8 8R7 02115106 
X80 B 6-7/8 8S5 05/15106 

Y:i5 C 7 8T3 07/15/06 

Z62 0 6-1/2 BUO 10/15/06 
2JO B 6-1/4 BW6 02/15/07 

2U5 C 6-5/8 8X4 05115/07 
3EO 0 6-1/8 CA3 08115/07 

Treasury Bonds 
CUSIP Interesl Rate 
9128100M7 11-5/8 912803 AB9 11/15/04 

008 12 AD5 05/15105 
DR6 10-3/4 AG8 08115/05 
OU9 9-3/8 AJ2 02/15/06 

ON5 11-3/4 912800 AA7 11115/14 
OPO 11-1/4 912803AAI 02/15/15 
OS4 10-5/8 AC7 08115/15 
OT2 9-7/8 AE3 11115/15 
OV7 9-1/4 AFO 02/15/16 
O'N5 7-1/4 AH6 05115/16 
OX3 7-1/2 AK9 11/15/16 
OYI 8-3/4 AL7 05115/17 
OZ8 8-7/8 AM5 08/15117 
EA2 9-118 AN3 05/15/18 
E30 9 AP8 11/15/18 
EC8 8-7/8 A06 02115/19 
D6 8-1/8 AR4 08/15/19 
~E-1 8-1/2 AS2 02/15/20 
Ee, 8-3/4 ATO 05115/20 
E'::;9 8-3/4 AU7 08/15120 
E"'I 7-7/8 

AV51 
02/15121 

EJ3 8-1/8 AW3 05/15,21 
E"O 8-1/8 AXI 08/15/21 
Ec9 8 AY9

1 
11115/21 

E'..16 7-1/4 
AZ61 08115/22 

:::"'.i.l 7-5.'8 BAO 11/15.'22 
:: :>9 7-1:8 I BB81 

02115,23 
~-=~ 6-1:4 1 BC6 08/15/23 
~ SJ 7-112 I B04 11/1524 
:::-: 7-5.8 BE21 02'15/25 
:: .~ 6-7,8 , 

BF9 1 08/15,25 , 
BG7i :: :.-1 6 

, 
02/15/26 I 

:::1: 6-3 ~ BH5, 03115,26 
::'.) 6-1 2 , 

BJ1: 11 1526 

-- 6-58 6~,S 02'152 7 

= .:.. ~ 6-38 8;"6: 08 15.27 
- I 

e :3_ -. ~'3"(:r,- r>..::!ex.ec ~otes 
c ~ ~ Ser'es :c:ecest Ra:e 
c' ;:- :','3 ~ 3-3 a 9' ::2:' ~\i: 0' . c r .... 

;:.: 
" 3-58 B-o 07 '5.='2 

- -'::' 

'- :' 
~.:! ';'~ ",:-"':3. ::' ea:"' ~~~: .... ~a: € • , :::o?- a. a 3::: e a".,., 2 :::. ::: ~ 

Principal Amounl OulSlandlng In Thousands 

Reconslltuted 
Tolal Portion Held In Portion Held In ThIS Month 

Outstanding Unslrlpped Form Stnpped Fomn 

9,808,329 5,840,329 3,968,000 308,800 
9,159,068 6.257,948 2,901,120 152,640 
9,165,387 6,387,587 2,777,800 30,600 

11,342,646 7,219,446 4,123,200 40,800 
9,902,875 6,158,875 3}44,OOO 49,600 
9,719,623 8,039,623 1,680,000 283,200 

10,047,103 6,440,703 3,606,400 25.600 
10,163,644 6,921,219 3,242,425 18,000 
17,487,287 17,487,287 0 0 
16,822,404 16,822.404 0 0 
10,773,960 6,946,760 3,827,200 112,000 
10,673,033 8,289,833 2,383,200 40,800 
10,496,230 5,633830 4862,400 8,000 
11,080,646 7,287,526 3,793,120 118,400 
11,519,682 7,578.482 3,941,200 200,800 

11,312,802 8,132,802 3,180,000 191,200 

12,398,083 8,843,833 3,554,250 217,000 
12,339,185 8,353,585 3,985,600 20,800 
24,226,102 20,507,382 3,718,720 43,680 

11,714,397 9,610,317 2,104,080 24,400 

23,859,015 22.449.415 1,409,600 99,200 
12,806,814 12,806,814 0 0 
11,735,503 11,735,503 0 0 
23,562,691 23,170,627 392,064 116,544 

28,011,028 27,555,028 456,000 49,600 
12,955,077 12,761.477 193,600 4,800 
14,440,372 14,431,572 8,800 1,700,800 
13,346,467 12,822,467 524,000 800 
14,373,760 14373.760 0 0 
13,834,754 13,829154 5,600 34,000 
14,739,504 14.739,504 0 0 
15,002,580 15.002,580 0 0 
15,209,920 15,206,120 3,200 0 
15,513,587 15,509.427 4,160 0 
16,015,475 16,015,475 0 0 
22,740.446 22,740.446 0 0 
22,459,675 22,459,675 0 0 
13,103,678 13,103678 0 0 
13,958,186 13.958,186 0 0 
13,036,324 13.036,324 0 0 

8,301,806 4,727.406 3,574,400 222,400 
4,260,758 2,603.858 1,656,900 194,250 
9,269,713 7,388913 1,880,800 84,000 
4,755,916 4,745.420 10,496 0 
6,005,584 2,330.384 3,675,200 344,000 

12,667,799 11,252,279 1,415,520 2,638,720 
7,149,916 6,066,396 1,083,520 260,480 
6,899,859 5.357.459 1,542,400 804,800 
7,266,854 6,609,254 657,600 384,800 

18,823,551 18,623,551 200,000 0 
18,864,448 17,916,288 948,160 58,640 
18,194,169 8,441,689 9,752,480 415,520 
14,016,858 7,280,858 6,736,000 488,000 
8,708,639 2.860,639 5,848,000 108,800 
9,032,870 1,893,670 7,139,200 67,000 

19,250,798 4,413,998 14,836,800 392,000 
20,213,832 17,709,832 2,504,000 442,240 
10,228,868 5.503,268 4,725,600 52,800 
10158.883 3604.963 6,553,920 257,920 
21.418,606 5,647.086 15,771,520 634,080 
11,113.373 10012573 1,100,800 366,400 
11,958,888 4,805.288 7,153,600 148,160 
12,163,482 4,158,682 8,004,800 371,520 
32798,394 7,127.319 25,671,075 1,667,725 
10,352,790 9,195.990 1,156,800 81,600 
10699,626 2,746,026 7,953,600 64,000 
18,374,361 12668.761 5,705,600 176,000 
22,909.044 18406,932 4,502,112 256,256 
11,469662 3042622 8,427,040 205.840 
11725,170 5 112370 6,612,800 763200 
12602,007 11.987.287 614,720 323,520 
12,904.916 12547,216 357,700 126,500 
10893.818 1 G 270.618 623,200 204,800 
11,493,177 11,410377 82,800 0 
10456071 9993.671 462,400 268.800 
10735.756 10 692.556 43,200 8.000 

I 15 992 134 15992.134 0 0 , 
16883957 158839571 0 0 

1061 873695 1 en 499 193 1 233374,502 I 16774835 
e3s~er"" """"e :::r the C<Jr-"lerce Ceoar:--e"'r no " :. Eco ""m,c ..... ulietrn Board rEBB) and on tlie Bureau of the 

Tr-e ba'a-::es ,n :h.S 'at,e are SUC!€ct to audit and subseQuent 3C1j'-.Js:me nl s 
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PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
November 06, 1997 

CONT2".CT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 52-WEEK BILLS 

Term: 
Issue Date: 
Maturity Date: 
CUSIP Number: 

364-Day Bill 
November 13, 1997 
November 12, 1998 
912794SB6 

RANGE OF ACCEPTED COMPETITIVE BrOS: 

Discount 
Rate 

------
Low 5.14 % 
High 5.15 % 
Average 5.14 % 

Investment 
Rate 1/ 

----------
5.42 ". ... 
5.43 %' 
5.42 % 

Price 

94.803 
94.793 
94.803 

Tenders at the high discount rate were allotted 8%. 

_~OUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Competit.ive 
Noncompet~tive 

PUBLIC SUBTOTAL 

Federal Reserve 
Foreign Official rnst 

Refunded Maturing 
Addltlonal Amounts 

TOTAL 

1/ Equivalent coupon- issue yield. 

RR-2054 

$ 

$ 

Tendered 

78,035,010 
713,142 

78,748,152 

5,375,000 

734,200 
715,800 

85,573,152 

http://www.publlcdebLtreas..gov 

$ 

$ 

Accepted 

10,8S9,400 
713,142 

11,602,542 

5,375,000 

734.,200 
715,800 

18,427,542 
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TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
November 06, 1'97 

CONTACT: Office of. Pinancing 
202-2·19-3350 

RESULTS OF TREASURY'S AUCTION OF 30-YEAR BONDS 

Interest Rate 1 

Series: 
CUSI~ No: 
STRIPS Minimum: 

6 1./8%' 

912810FB9 
$1,600,000 

Issue Dat.e: 
Dated Date: 
Matul ~t:y Date: 

R~GE OF ACCEPTED COMPETITIVE BIDS: 

Low 
High 
Average 

Yield 

6.198% 
6.207%" 
6.201t 

Price 

99.010 
98.889 
99.970 

Tenders at t.he high yield were allo~~ed 44%. 

November 17, 1997 
November lSL-1997 
November 15, 2027 

Accrued interest of $ 0.33840 per $1 , 000 must be paid for che period 
from November 15, 1997 to November 17, 1997. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

F~deral Re~erve 

Foreign Official Inst. 

TOTAL 

RR-2055 

$ 

$ 

Tendered 

27,880,000 
292.611 

28,l72.61l 

1,180,000 
o 

29,352,611 

http=/IVIWW.pubUcdebt.tnas.gov 

$ 

$ 

Accepted 

9,710,100 
292,611 

10,002,711 

1,180,000 
o 

11,192,711 
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FOR IMMEDIATE RELEASE 
November 7, 1997 

Contact:Office of Public Affairs 
(202) 622-2960 

TREASURY STATEMENT CONCERNING LETTERS ADDRESSING 
VIOLATIONS OF REPORTING RULES FOR TREASURY AUCTIONS 

Treasury released today letters exchanged between Treasury and a securities firm 
concerning reporting violations of the rules governing auctions of U.S. Treasury securities. 
Treasury is releasing these letters to emphasize the importance of the auction rules and the 
seriousness with which it views compliance with them. All Treasury auction participants are 
expected to maintain adequate internal controls to ensure auction rule compliance. Auction 
participants must exercise vigilance to prevent auction rule violations, must promptly report to 
the Treasury any violations that do occur, and must take remedial action to address the 
underlying causes of violations as quickly as possible. The management of firms participating 
in auctions is expected to supervise the personnel responsible for Treasury auction bidding. 

The Uniform Offering Circular for Treasury Securities requires that competitive 
bidders in Treasury auctions that are in a position to control more than a threshold amount of 
the security being auctioned must report their net long position in that security. Beginning 
with the Nov. 10, 1997, auction of Treasury bills, the threshold for net long position reporting 
will be changed from $2 billion or more for all auctions to $1 billion or more for Treasury bill 
auctions and $2 billion or more for Treasury note and bond auctions. The reporting 
requirement is designed to prevent any bidder from controlling more than 35 percent of the 
security being auctioned. 

--30--
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DEPARTMENT OF THE TREASURY 
WASHINGTON 

UNDER SECRETARY -

Mr. Simon Canning 
President and Chief Executive Officer 
SBC Warburg Dillon Read Inc. 
222 Broadway 
New York, New York 10038 

Dear Mr Canning: 

November 7, 1997 

Thank you for your letter of November 4, 1997, in which you discuss certain reporting violations 
by SBC Warburg Dill~n Read Inc. ("SBC Warburg") of the rules governing auctions ofD.S. 
Treasury securities. As you relate in your letter, the Bureau of the Public Debt contacted SBC 
Warburg on April 30, 1996, and May 24, 1996, concerning SBC Warburg's failure to report its 
net long position, as required by Treasury auction rules, in auctions in which its competitive bid 
plus its net long position equaled or exceeded $2 billion. Subsequent reviews conducted at the 
request of the Bureau of the Public Debt by SBC Warburg's internal and outside auditors found 
that ~BC Warburg failed to report its net long position in twelve of the Treasury auctions 
conducted during the six-month period ended April 30, 1996. In addition, SBC Warburg failed to 
indicate correctly a zero net long position in twenty-four other instances. None of the errors 
resulted in SBC Warburg receiving an amount at auction that, when added to its actual net long 
position at the 12:30 p.m. reporting time, represented an amount that exceeded the 35% limit 
imposed by Treasury's auction rules. 

We have reviewed the materials obtained in connection with the Bureau of the Public Debt's 
investigation of this matter, which include (i) the report of the internal review prepared by SBC 
Warburg's internal auditors, (ii) the report of a second review conducted jointly with SBC 
Warburg's outside auditors, and (iii) the outside auditor's report regarding the adequacy of 
controls surrounding the Treasury auction bid reporting process. 

We have found no indication that the reporting errors reflect a deliberate attempt by SBC 
Warburg to evade Treasury's auction rules. Rather, the reporting errors appear to have resulted 
from mistakes by SBC Warburg employees, who failed to follow the firm's Treasury auction 
procedures. As you indicate in your letter, SBC Warburg has taken measures since the discovery 
of the reporting errors in question to safeguard against future violations of the auction reporting 
rules. These measures include automation of the calculation of the firm's net long position, 
requiring a cross-check of the calculation and verification of the net long position after the 
auction, implementation of a comprehensive set of new procedures and controls, and conducting 
annual internal audits of these procedures. SBC Warburg's outside auditor, retained to review 
the assertion ofa Report of Management "that, as of April 30, 1997, [SBC Warburg's] control 
structure policies and procedures over the compliance with Treasury Auction reporting 
requirements are effective in providing reasonable assurance that auction bids are reported 
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accurately," found that the assertion "is fairly stated, in all material respects, based upon the 
criteria specified in the Report of Management." 

In light of these conclusions, and in consideration of the remedial steps that SBC Warburg has 
taken, Treasury does not anticipate taking any further actions with regard to the reporting 
violations discussed in your letter. We do wish to take this opportunity, however, to emphasize 
the importance of the auction rules and the seriousness with which we view compliance with 
them. SBC Warburg and all other Treasury auction participants are expected to maintain 
adequate internal controls to ensure auction rule compliance. Auction participants must exercise 
vigilance to prevent auction rule violations, must promptly report to the Treasury any violations 
that do occur, and must take remedial action to address the underlying causes o( violations as 
quickly as possible. The management of firms participating in auctions is expected to supervise 
the personnel responsible for Treasury auction bidding. 

We also note that we appreciate SBC Warburg's willingness to take an active leadership role in 
~ur next annual training seminar on the necessity of, and techniques for, compliance with Treasury 
auction rules. This seminar should serve to remind auction participants of the necessity of strong 
internal compliance procedures. It is our hope that SBC Warburg's experience in improving its 
reporting and audit procedures will be instructive to other auction participants. 

We intend to continue our vigilance with respect to Treasury auctions and to inquire actively 
about any discrepancies that may signal a reporting failure or other violation by any auction 
participant. If you have any questions, please do not hesitate to contact me. 

Sincerely, 

~~f:~) 
Under Secretary for 

Domestic Finance 



* SBCWarburg Dillon Read Inc. 

The Honorable John D. Hawke, Jr. 
Under Secretary for Domestic Finance 
Department of the Treasury 
1500 Pennsylvania Avenue NW -- Suite 3312 
Washington, DC 20220 

277 Pork Avenue 
New York, NY 10172 
Tel. 212·224·7000 
Telex 170984 
Fox 212·224·7019 

November 4, 1997 

Re: 1996 Treasury Auction Activity 

Dear Mr. Hawke: 

I am writing on behalf of SBC Warburg Dillon Read Inc. ("SBC") with respect to 
certain events that occurred last year. 

As you know, on April 30, 1996, and May 24, 1996 the Bureau of Public Debt 
("BPD") contacted SBC concerning SBC's failure to report its net long position in two 
bill auctions, as required by the Treasury auction rules M., when the total of a bidder's 
competitive bids plus its net long position equals or exceeds $2 billion). In the 13-week 
bill auction on April 15, 1996, in which SBC's competitive bids totaled $2.35 billion, 
SBC failed to report that its net long position was $235 million. In the 26-week bill 
auction on April 29, 1996, in which SBC's competitive bids totaled $2.28 billion, SBe 
failed to report that its net long position was zero. 

At the BPD's request, SBC conducted two reviews of its Treasury auction 
procedures. The first review (report dated June 13, 1996) was conducted by SBC's 
internal auditors. The second review (report dated July 11, 1996) was conducted jointly 
by SBC's internal auditors and SBC's outside auditors, Ernst & Young. Both reviews, 
which we shared with BPD, covered all Treasury auctions from November 1, 1995, 
through April 30, 1996 in which SBC submitted bids -- a total of 89 auctions. The 
second review (which substantiated and corrected certain errors in the first review related 
primarily to the reporting of a net short position when the Firm's bid exceeded $2 
Billion), revealed 24 instances in which SBC should have reported zero net long. 

The events at issue involved an entity called SBC Capital Markets Inc. The entity was renamed SBC 
Warburg Inc. following Swiss Bank Corporation's June 1996 acquisition of S.G. Warburg. Following Swiss 
Bank Corporation's September 1997 acquisition of Dillon Read and Co. Inc., the entity was merged into 
Dillon Read and then renamed SBC Warburg Dillon Read Inc. 

SBC Worburg Dillon Read Inc. is a subsidiary of SWISS Bonk Corporation ond a member of the New York Stock Exchonge SBCWDRI·4304 9/97 



'* SBCWarburg Dillon Read Inc. 

The Honorable John D. Hawke, Jr. 
November 4, 1997 

position on the computerized bid form (because our position was either flat or short) but 
instead left that part of the form blank. In addition, there were 12 other instances in which 
SBC failed to report its positive net long position as required by the auction rules. Of 
those 12 unreported net long positions, nine were under $100 million, two were under 
$200 million, and one was approximately $300 million. Subsequent investigation 
confirmed that these· omissions were the result of mistakes by SBC employees, who did 
not properly follow the firm's Treasury auction procedures. Notably, management found 
no evidence that any of these reporting failures were the result of a deliberate attempt to 
evade the auction rules or to exceed the maximum allowable take-down provision of the 
rules. Indeed, to our knowledge, SBC has never been awarded an amount at an auction 
that, when added to its net long position, exceeded (or even approached) the 35% limit on 
awards to any single bidder. 

Following the Ernst & Young review, SBC carefully examined and strengthened 
its policies and procedures with respect to Treasury auctions. Specifically, the firm 
accomplished the following: 

• Improved accuracy of the process by automating the calculation of the firm's 
net long position and requiring the Lead Trader to cross-check that calculation 
against his trading ledgers; 

• Increased accountability of SBC personnel by requmng the Trading Desk 
Manager or Head Trader, as well as the Compliance Department, to verify the 
firm's net long position after each auction; and 

• Enhanced employee's understanding of Treasury 
implementing a comprehensive set of new procedures 
conducting more frequent "refresher" training sessions. 

auction rules by 
and controls, and 

On February 13, 1997, the BPD visited SBC to review the firm's improved 
Treasury auction procedures. At the BPD's request, the firm agreed to conduct annual 
internal audits of its auction procedures going forward. 

2 SBCWDRI-4800 9/97 



* SBCWarburg Dillon Read Inc. 

The Honorable John D. Hawke, Jr. 
November 4, 1997 

On April 18, 1997, the BPD requested SBC to engage an independent accounting 
firm to review the adequacy of controls surrounding the auction bid reporting process and 
to provide a schedule of all auction activity for the period May 1, 1996 to April 30, 1997. 
This report was submitted to the BPD on June 27, 1997. Notably, the independent 
accountant's report indicated that the controls were effective at April 30, 1997. 

SBC sincerely regrets that any errors occurred in the reporting process. Please be 
"assured that this firm takes seriously, from our support staff to the highest ranking 
officers of the firm, the importance of the Treasury's auction rules and our responsibility 
to achieving full compliance with them. As evidenced by the results of our most recent 
review, we believe that this firm has significantly improved its auction procedures, 
the~eby reducing the risk of any future failures to report our net long position when 
required under the Treasury's auction rules. 

Thank you for your consideration and assistance in helping us to develop and 
improve our procedures. We look forward to an ongoing positive relationship with 
Treasury. 

Yours sincerely, 

h~ 
Simon Canning 
President and Chief Executive Officer 

3 SBCWDRI-4800 9/97 
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omCE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C.. 20220. (202) 622-2960 

~GOED UNTIL 2:30 P.M. 
November 10, 1997 

CONTACT 

TREASURY'S WEEKLY BILL OFFERING 

Office of Financing 
202/219-3350 

The Treasury will auction two series of Treasury bills totaling 
approximately $14,500 million, to be issued November 20, 1997. This offering 
will result in a paydown for the Treasury of about $1,075 million, as the 
maturing publicly held weekly bills are outstanding in the amount of $15,587 
million. 

In addition to the public holdings, Federal Reserve Banks for their own 
accounts hold $7,025 million of the maturing bills, which may be refunded at the 
weighted average discount rate of accepted competitive tenders. Amounts issued 
to these accounts will be in addition to the offering amount. 

Federal Reserve Banks hold $2,757 million as agents for foreign and 
international monetary authorities, which may be refunded within the offering 
amount at the weighted average discount rate of accepted competitive tenders. 
Additional amounts may be issued for such accounts if the aggregate amount of 
new bids exceeds the aggregate amount of maturing bills. 

Competitive bids in these auctions must bg expressed as a diSCOunt rate 
with three decimals in increments of .Q05%. e_s .. 7.100%. ;,105%. In addition. 
the net long position reporting threshold for these auctions is $1 bilJion, 

Tenders for the bills will be received at Federal Reserve Banks and 
Branches and at the Bureau of the Public Debt, Washington, D.C. This offering 
of Treasury securities is governed by the terms and conditions set forth in the 
Uniform Offering Circular (31 CFR Part 356, as amended) for the sale and issue 
by the Treasury to the public of marketable Treasury bills, notes, and bonds. 

Details about each of the neW securities are given in the attached offering 
highlights _ 

RR-2057 
Attachment 

000 
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HIGHLIGHTS OW TREASURY OrfBRXNOS OF NEEXLY BILLS 
TO BE ISSUKD mOVBMBER 20, 1997 

ot1ering Amount ................ . Y ........... $7,250 million 

Description of Offeringl 
Term and type of security ................. ,. 91-day bill 
CUSIP number .................... , .... , ...... 912794 6B 9 
Auction date ... , ................... , ... , .. , . November 17, 1997 
Issue date .............................. , ... November 20, 1997 
Maturity date ......... , , .......... , ......... February 19, 1998 
Original issue date ................. , ....... August 21, 1997 
Currently outstanding ....................... $11,643 million 
r-tinimum bid amount .......................... $10 ,000 
Multiples ............ , ...................... $ 1,000 

The following rules Q~~ly to 011 securities mentioned aboyel 

Submission of Bids; 

November 10, 1997 

$7,250 million 

182-day bill 
912794 6Q 2 
November 17, 1997 
November 20, 1997 
May 21, 1998 
November 20, 1997 

$10,000 
$ 1,000 

Noncompetitive bids ......................... Accepted in full up to $1,000,000 at the average 
discount rate of accepted competitive bids. 

Competitive bids ............................ (1) tllust be expressed as a diacowlt rate with three decimals in 

Maximum Recognized Bid 

incrementa of .005\, e.g., 7.100%, 7.10Si. 
(2) Net long position for each bidder must be reported when the 

sum of the total bid amount, at all discount rates, and the 
net long position is $1 billion or greater. 

(3) Net long position must be determined as of one half-hour 
prior to the closing time for receipt of competitive tenderB. 

at a Single Yield ........................ 3Si- of public offering 

Maximum Award, .... , ......................... 35% of public offering 

Receipt of Tenders: 
Noncompetitive tenders ... , .... , ... , .... , .... Prior to 12:00 noon Eastern Standard time on auction day 
Competitive tenders ......................... Prior to 1:00 p.m. Eastern Standard time on auction day 

Payment Terms ......... · ........... ,.·.···· .. Full payment with tender or by charge to a funds account 
at a Federal Reserve Bank on iSBue date 
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PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

TRE.~URY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

P.01 

FOR IMMEDIATE RELEASE 
November 10, 1997 

RESULTS oJ TREASURY'S AUCTION 

CONTACT: Office of Financing 
202-219-3350 

Term: 
Issue Dace: 
Maturity Date: 
CUSIP Number: 

\ 

91-Day Bill 
November 13, 
February 12, 
9127946Dl 

OF 13-WEEK BILLS 

1997 
1998 

R~GE Olr ACCEPTED COMPETITIVE BIDS: 

Discount Investment 
Rate I Rate 1/ Price 

------ I ---------- ------
Low 2/ 
High 
Average 

5.140% I 5.279~ 98.701 
5.160~ I 5.299% 98.696 
5.160.,; I 5.299% 98.696 

Tenders at the high dilcount rate were allotted 42%. 

.~OUNTS T~NDERED AND ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Federal Reserve \ 
Foreign Official rnst] 

Refunded Maturing 
Additional Amounts 

, 
I 

TOTAL J 
l/ Equivalent coupon- iS5U yield. 
2/ $10,000 was accepted at Irates below 

RR- 2058 

$ 

Tendered 

36,834,326 
1,354,786 

38,189,112 

3,844,485 

440,000 
o 

$ 42,473,597 

the competitive range. 

llttp:/Iwww.publlcdebt.treas.gov 

$ 

Accepted 

5,757,926 
1,354,766 

7,112,712 

3,644,485 

440,000 
o 

$ 11/397,197 
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PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 2023~ 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
November 10, 1997 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 26-WEEK BILLS 

Term: 
Issue Date: 
Maturity Date: 
CUS I P N'Umbe r ; 

182-Day Bill 
November 13, 1997 
May 14, 1993 
9127946P4 

RANGE OF ACCEPTED COMPETITIVE BIDS: 

Discount Investment 
Rate Rate 1/ Price 

------ ---------- ------
Low S.140%' 5.351% 97.401 
High 5.165% 5.377% 97.389 
Average 5.160% 5.373% 97.391 

Tenders ac che high discount race were allotted 14~. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Federal Reserve 
Foreign Official Inst 

Refunded Maturing 
Additional Amounts 

TOTAL 

$ 

$ 

Tendered 

29,271,200 
1.113,764 

30,364.964 

3,360,000 

2,130,000 
o 

35/874,964 

1/ Equivalent coupon-issue yield. 

RR-2059 

http://www.pubJkdebt.trus.gov 

$ 

$ 

Accepted 

4,257,900 
1.113,764 

5,371.664 

3/360,000 

2,130,000 
o 

10,861/664 
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EMBARGOED UNTIL 10 A.M. EST 
Text as Prepared for Delivery 
November 12, 1997 

Treasury Under Secretary for Domestic Finance 
John D. Hawke, Jr. 

House Government Reform and Oversight 
Subcommittee on Government Management, 

Information and Technology 

Mr. Chairman and Distinguished Members of the Subcommittee, I am pleased to have this 
opportunity to discuss the Department of the Treasury's progress in implementing the Debt 
Collection Improvement Act of 1996 (DCIA). Your continued interest in this subject has been of 

great importance to us. 

The DCIA legislation has seven key purposes: 

1. To maximize collection of delinquent debts. 
2. To minimize the costs associated with debt collection. 
3. To reduce losses arising from debt management activities. 
4. To ensure the public is fully informed of the Federal government's debt collection 

policies. 
5. To ensure that debtors have appropriate due process rights. 
6. To encourage agencies to sell delinquent debt, particularly those with underlying 

collateral 
7. To rely on the private sector to provide debt collection services to Federal agencies. 

We at the Treasury Department are committed to these goals, and we are working hard to 
get this new program running effectively We are also working closely with program agencies to 
make certain that DCIA implementation takes into account their concerns and operational 

difficulties 

RR-2060 
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On April 18th of this year, Fiscal Assistant Secretary Jerry Murphy and I testified before 
this Subcommittee about the status of Treasury's effort to implement the DCJA. While we 
continue to make progress in most areas, I want to say frankly that we are not satisfied with the 
extent or pace of our progress. The principal reason for this has been delay in the merger of the 
tax refund offset program with the broader Treasury Offset Program (TOP). This delay has 
complicated program roll-out in several areas, which J will discuss shortly. While overall progress 
has not been what it should be, our implementation efforts have been effective in several areas: 

• The volume of delinquent debts submitted to TOP has increased. Currently there are 2.4 
million referred debts totaling in excess of $17 billion in delinquent receivables. This 
represents an increase since our last hearing of half a million referrals and an additional 
$8.3 billion in receivables. 

• FMS has entered into 24 Letters of Agreement with agencies to collect delinquent debt 
through cross-servicing. Over 29,000 cases with a dollar value exceeding $460 million 
have been referred. 

• FMS has awarded contracts to 10 private collection agencies for collection of delinquent 
Federal debts. As is required by DCIA, Treasury will make maximum use of this key 
collection tool. 

Mr. Murphy will detail these and other developments in his testimony. 

Let me tum now to several questions that have been raised by the Subcommittee: 

Tax Refund Offset. Our original plan was to merge the IRS' Tax Refund Offset Program 
into FMS' Treasury Offset Program effective January I, 1998. Accomplishment of this merger 
requires the development of new software for TOP -- which we refer to as the Grand Treasury 
Offset Program or GTOP -- and a complex process of integrating existing IRS and FMS systems. 
In September, FMS and IRS jointly assessed progress toward this goal and determined that 
additional time was required to ensure that all aspects of the transition would go smoothly. A 
decision was made to delay the merger of the tax refund offset program into TOP until January I, 
1999. In light of the magnitude of the tax refund offset program and the potential for serious 
problems and disruptions if the transition were not completed smoothly, I consider this decision to 
be reasonable on the part of both agencies. FMS and IRS have both worked hard to achieve what 
may have been a very aggressive and optimistic schedule, and they are continuing to work 
together closely with increased coordination between their respective Chief Information Officers 
and program organizations to ensure a successful merger by January I, 1999. 

I would like to point out that although we are now in a transition period for tax refund 
offset, we are continuing to move forward on the development of GTOP software, a 
comprehensive, integrated system that will allow us to increase the number and type of payments 
available for offset. Because we are approaching tax season, however, the primary focus of our 

2 



effort has been to ensure that we have a successful interim process in place for IRS tax refund 
offset. This interim process represents a significant change from previous operations, involving 
additional opportunities for offset by data sharing between TOP and the tax refund offset 
program. Currently, FMS and IRS are developing an amended plan with target dates for 
implementation ofGTOP and merger of the tax refund offset program. I have asked Mr. Murphy 
to share that plan with you as soon as it is developed. 

Referral of Debts. Progress in the referral of debts to FMS for TOP and mandatory cross
servicing has been disappointing. To date, only 17 agencies have referred delinquent non-tax debt 
to FMS. However, it is anticipated that implementation of this year's transition process for tax 
refund offset will increase the number of referring agencies to over 40. In an effort to accelerate 
this process, FMS, in partnership with the CFO Council and the Federal Credit Policy Working 
Group, is developing an Issue Resolution Plan that will help in developing Government wide 
solutions and policies to increase referrals under both programs. 

In a related area, a June 1997 GAO report suggested that FMS incorporate several 
enhancements into the current process for reporting to Congress at least annually on Government
wide delinquent debt. These enhancements are intended to increase the reliability and consistency 
of reporting on delinquencies and credit receivables, and would provide information on agency 
efforts to collect delinquent balances. In response, FMS has put together an action plan for 
revising Treasury reporting requirements, with a target implementation of summer 1998. An 
interagency team has already been assembled and agencies have been surveyed for feedback on 
current requirements as well as suggestions for improvement. We will continue to update this 
Committee on progress in this area over the next several months. 

Implementit;lg Regulations. At the April 18th hearing we provided the Subcommittee with 
target dates for the publication of regulations implementing the provisions of the DCIA. Frankly, 
the review and clearance process has taken longer than anticipated. However, FMS has 
succeeded in publishing those regulations necessary to proceed with the DeIA implementation 
schedule over the next six months. We are pushing ahead with the task of completing our 
regulatory agenda. Mr. Murphy will provide more specific details on the current status of 
regulation development 

Process for Approval of Federal Debt Collection Centers. It is the intent of the DCIA to 
improve on the collection of debt through maximum use of private sector expertise and a 
centralized approach to Federal debt collection While the Act contemplates a process by which 
program agencies might seek to be designated as debt collection centers, I believe that there 
should be a very heavy burden on an applicant agency to demonstrate that it qualifies. We have 
published high standards for approval, and we believe that the number of such centers should be 

kept to a minimum. 

I would like to conclude this status report by emphasizing once more that Treasury is 

3 



committed to provide a mechanism for effective administrative offset. and to take a lead role, 
seeing that debts to the Federal government are collected in a timely and efficient manner. We 
clearly need to accelerate the pace of our implementation, but J am confident that we will get this 
task accomplished effectively. 

Before closing, Mr. Chairman, let me say that, as you and some of the members of the 
subcommittee know, Virginia Harter has retired from FMS after more than 39 years of 
distinguished service to the Federal Government. J want to thank you for your kind remarks in 
the Congressional Record on her contributions to DCJA implementation. 

Mr. Chairman, that concludes my testimony. I would now like to turn to Gerald Murphy, 
our Fiscal Assistant Secretary, who will discuss FMS's implementation of the DCJA in greater 
detail. 

-30-
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HOUSE COMMITTEE ON BANKING AND FINANCIAL SERVICES 

Mr Chairman. I am pleased to have this opportunity to discuss recent developments in 
Southeast Asian financial markets, which I know to have been of considerable interest to this 
committee and other members of Congress. 

The Treasury Department, working with the Federal Reserve, has for several months 
been actively involved with other countries in the Asia-Pacific region in supporting efforts to 
restore financial stability to Thailand, Indonesia and other economies and contain the broader 
impact of these countries' crises. While it would be inappropriate, in the very midst of these 
events, to hazard definitive judgments on the future course of these events, it is important that 
this Committee and other interested members of Congress have a clear understanding of the 
Administration's approach and objectives. 

Let me address three aspects of recent developments in Southeast Asia: 

• the background and causes of the crises, structural and cyclical 

• the short and longer-term interests of the United States in these developments 

• and the response to the crises, on the part of the countries themselves and the 
international community. 

1. Background and causes of the crises 

1. The longer term record of success 
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It IS imponant to see recent events in emerging market economies against the backdrop 
of the quite remarkable changes in the global capital market in recent years: 

• 

• 

• 

• 

last year over $250 billion in private capital, in the form of direct investment, portfolio 
flO\;s and bank loans flowed to emerging market economies, compared to $25 billion in 
1986 Such markets now account for almost 40 percent of global foreign direct 
investment flows, and almost 30 percent of cross-border portfolio flows -- compared with 
15 percent, and 2 percent respectively at the start of the decade. As recently as five years 
ago official flows to these countries exceeded private investment. 
~ , 

in 1992, only 16 countries were able to issue sovereign debt in the international capital 
market. In the last two years alone, 31 countries have tapped global financial markets for 
the first time, bring the total number with access to 56. 

along with rapid growth in these economies has come tremendous growth in asset prices, 
and rising market capitalization of stock markets, as more companies have gone to the 
capital market for finance. Many of these successful firms are now themselves investing 
abroad. In line with these changes, bond prices have increased sharply. 

at the same time there has been rapid technological innovation in the nature of fiz:tancial 
instruments available and rapid integration of international financial systems, all of 
which has dramatically increased the speed and extent to which disturbances in one 
financial market can spread to others. 

Emerging markets partly have a benign external environment to thank for this 
remarkably large, and sustained inflow of resources. With the budget deficit heading downward 
in the United States and inflation stable or declining around the world, for much of this decade 
international capital markets have been characterized by low interest rates and a rising investor 
appetite for higher yields. 

And yet if these economies saw a sharp increase in their relative attractiveness to outside 
im'estors, it was also in large pan due to their success in reforming and opening their economies 
to make that foreign capital more welcome. Nowhere has this been more true than in Southeast 
Asia \\,ith high rates of savings and investment, a strong outward orientation and prudent 
macroeconomic policies, per capita income roughly quadrupled in the industrializing Southeast 
Asian economies in the 30 years after 1965. In Hong Kong, Singapore, South Korea and 
Taiwan, incomes rose more than sevenfold. 

,.., Causes of instability 

F or as long as there has been finance there has been instability. And, in a world where 
de\'eloping countries have a growing weight in the international economy, domestic financial 
IOstabillty 10 these economies has the potential to become international instability. In recent 
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months we have seen serious problems arise, first in Thailand, then Indonesia, with a potentially 
important impact on other emerging markets -- not merely among neighboring countries but 
across Asia and in other important developing country markets. 

I should note at the start that each country faces its own unique set of circumstances. 
Over time their differing strengths and weaknesses are likely to reassert themselves as they seek 
to take the steps necessary to restore stability. The same common strengths that fueled rapid 
growth and development in the past leave these economies well-placed for a rapid return to 
growth once stability has been restored. But to achieve this it will be necessary for them to work 
to address the common vulnerabilities which have helped fuel and prolong these crises. Let me 
list briefly the most important of these. 

Large volumes oj mismatched borrowing 

The first weakness was the tendency of both foreign and domestic investors toward 
excessive enthusiasm about the volume of worthwhile investment these economies could sustain. 
The large inflows of capital into these economies during the 19905, coupled with already high 
rates of growth and high current account deficits, fueled a lending boom in which companies 
built up very large short-term foreign currency exposure, much of it backed by unproductive 
assets, notably in the real estate sector. When external competitive forces turned less favorable in 
1995 and 1996, these loans proved increasingly difficult for domestic firms to repay. 

Weak domestic financial systems 

The second common feature contributing to these crises was the weakness of the 
domestic financial system in many of the economies. To varying degrees, lax lending standards, 
weak supervisory regimes, inadequate capitalization, excessive inter-connected lending and the 
more general lack of a credit culture all helped to permit those large-scale imbalances to develop 
-- and to disguise their true extent once they had done so. As in Mexico, the very weakness of 
the financial system further exacerbated the eventual crisis, requiring a more complex monetary 
policy response after the crisis had begun. In Thailand, Indonesia and other countries, the 
authorities' perceived reluctance to reveal the full extent of losses in the financial sector and 
address these effectively has been a key factor undermining efforts to restore market confidence. 

An unsustainable mix ojmonetary and exchange rate policies 

A third element, in many cases, has been the presence of an increasingly unsustainable 
exchange rate regime. Economists have long argued over the merits of different kinds of 
exchanae rate regimes -- with little clear verdict. But in the Thai and other cases, the attempt to 
mainta~ a fixed nominal exchange rate without concomitant monetary policy commitments -
against a backdrop of mounting current account deficits and weak and over-exte.nded financial 
systems -- was an invitation for trouble. Given a decline in market confidence in the 
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sustainability of policy, Thailand and others increasingly faced a choice between raising interest 
rates to save an exchange rate peg -- or cutting interest rates to keep insolvent banks afloat In 
many cases, the very delay meant that their actions were insufficient to achieve either objective. 

The absence of strong and credible domestic institutions 

A fourth weakness of these economies we have seen played out in these crises is the 
fragilitv of their core domestic institutions. In the space of barely two generations, the region 
has~ achieved more in the way of basic economic development than many oftoday's mature 
economies achieved in the entire century after the industrial revolution. The advantages of this 
rapid growth are obvious -- but it also gives people a much shorter track record of sound 
government and policies to refer to in evaluating and addressing a shock to the system. 

Being relatively new players on the world economic stage has been less of a handicap 
where governments have worked to make their policies and institutions more transparent, 
through domestic liberalization and deregulation, transparent public accounting, and generally 
improved governance. Yet in many of the Southeast Asian countries, these kinds of structural 
changes have lagged behind other market reforms. As a result, the highly visible collapse of one 
policy -- a fixed exchange rate -- led foreign and domestic investors to doubt the continuation of 
the entire set of policies which had previously sustained growth. 

What did NO T cause these crises 

In the wake of these events some have stated that they constitute an argument against 
open capital markets. But time and again, careful studies of the causes of financial problems -_ 
such as the G 1 0 study of the European currency crises and IMF analysis of the Mexican crisis __ 
have found that short-term speculative flows were not the major source of the pressure on 
governments Overwhelmingly, these flows were driven by domestic investors losing confidence 
in their own country's currency and seeking to diversify their holdings, often in response to new 
information 

II The United States' stake in restoring stability 

Our financial system is sufficiently robust, and the total exposure of American financial 
institutions to these countries sufficiently small, that we do not foresee significant risk to United 
States financial institutions or to domestic financial stability as a whole as a result of the 
turbulence to date. However, these .countr~es account for a growing share of world output __ and 
a groWIng share of our trade. Emergmg AsIa accounted for one-fifth of our exports last year __ 
Japan a furthe: 12 percent As a res.ult, the direct and indirect trade impact on our economy of a 
prolonged penod of slower growth In Southeast Asia, and the large decline in its currencies, is 
potentIally SIgnIficant. 

I t is difficult to reach a precise gauge of what that impact will be, given the great many 
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uncertainties involved. The overall effects will depend on a range of factors: the extent of the 
slowdown in growth, and the speed of recovery, which will determine the decline in United 
States exports to the region; the impact of the depreciation of Southeast Asian currencies (and 
more recently, the decline of the Korean and Taiwanese currencies) on United States import 
volumes and prices; the impact of the crises on Japan, and indirect effects of slower growth in 
Japan on our own economy; and the size of the multiplier effect of reduced export demand on 
domestic spending. 

Bearing in mind these uncertainties, private estimates of the impact on the United States 
of the turbulence to date accord with Chairman Greenspan's suggestion that it will be "modest, 
but not negligible". However, this will depend heavily on stability being restored as soon as 
possible -- both to limit the long term impact in the countries concerned and, critically, to limit 
the risk of further contagion across Asia, and across other emerging markets. 

In recent months we have seen very real signs of contagion through three, related 
channels: 

• through market generalization, where a crisis in one country leads investors to expect 
crises in countries perceived to be facing similar circumstances -- as occurred in 
Indonesia, Philippines and Malaysia in the weeks after the Thai devaluation in the 
summer. 

• through the knock-on pressure on public and private liquidity in other markets, as has 
been seen, to varying degrees, in emerging markets around the world in response to the 
Southeast Asian crises, as investors have apparently rethought their appetite for emerging 
market risk. This has the potential to spark repayment and debt rollover problems even in 
countries where the underlying fundamentals are basically sound. 

• through the risk of countries becoming caught in a deflationary spiral, as several suffer 
increased competitive pressures due to depreciations elsewhere, and others enter post
CrISIS receSSIOns. 

The United States has a very strong stake in the restoration of confidence, sustainable 
flows of capital and a return to growth in countries where financial problems have become most 
serious. Equally, we have a strong stake in avoiding further contagion to other emerging 
economies. It is a stake based on the growing importance of these countries as markets for our 
exports. And it is a stake based on our recognition that a prosperous, integrating Asia is very 
much in a broader strategic interest. 

III. The Response to These Crises To Date 

Two programs of exceptional emergency international assistance have been provided in 
Southeast Asia in recent months -- both of them under the auspices of tough IMF -supported 
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adjustment programs In the case of Thailand, the support took the form of a ~4 billion ~ 
standby facility, conditioned on the implementation of a major macroeconomic and financial 
reform- progra~ A further $13.2 billion, also conditioned on the Th1F program, was made 
available b~ the World Bank, the Asian Development Bank, and a range of Thailand's closest 

trading partners in the Asia-Pacific region, including Japan. 

In addition, to express additional strong support for the program, a number of countries, 
the United States among them, agreed to participate in providing short-term liquidity as a bridge 
to official disbursements, under the auspices of the Bank of International Settlements. To date 
the Thai authorities have not made a request for such support. 

Just under two weeks ago, the Th1F and the Indonesian government announced a 
substantial program of official emergency assistance for Indonesia, conditioned on a strong 
effort to achieve an orderly adjustment of the domestic economy and restore confidence to 
financial markets. The assistance centered around a $10 billion Th1F standby facility, to be 
supplemented, in line with the Th1F program, by $8bn from the World Bank and ADB, and a 
further $5 billion from Indonesia's own reserves. 

We joined a number of other countries in the region in expressing a willingness to 
provide contingent financial support for Indonesia -- as a temporary "second line of defense" -
in the event that unanticipated external pressures were to give rise to a need to supplement 
Indonesia's own reserves and the resources made available by the Th1F. In such circumstances, 
and assuming that Indonesia were able to meet the necessary conditions, including any additional 
policy measures that were deemed necessary, we have offered to extend up to $3 billion in 
temporary supplemental financing to help rebuild market confidence. 

Our participation reflected our concerns about the risks of further contagion, our desire to 
join a number of other countries in showing support for the program, and our desire that it 
should succeed. The funds would be made available from the Exchange Stabilization Fund at 
appropriate interest rates, and if they were ever disbursed would carry proper safeguards to limit 
the risk to American taxpayers, ensuring that the Indonesians remained in a position to repay the 
funds in full and on time. 

The adjustment program commits the Suharto government to implementing a radical 
restructuring of the domestic financial sector and significant measures to deregulate and open the 
ec.anomy and improve the quality of governance and transparency. In this sense, the program 
wlil directly affect a broad range of exclusive privileges that have been extended to Indonesia's 
ruling elite \~le are confident that rapid implementation of this strong adjustment program will 
offer IndoneSia a strong chance of restoring stability and growth -- growth that would be all the 
more stable and widely shared for the structural and institutional reforms contained in the 
program 

I would like to note that the United States has spoken out within the World Bank and the 
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IMF, in advancing the purposes of the Frank Amendment, to promote measures that would help 
improve the conditions of workers in Indonesia, Thailand and across the developing world. 
Workers' rights issues will remain an important priority in the months ahead. 

V. Going forward: the core elements of an effective response 

The essence of an efficient global market is that prices reflect changing information 
about the investment opportunities available around the world and perceived risks. In such a 
market, prices will move -- in both directions. It is not the job of the international community 
to prevent these swings from taking place or to protect investors from their effects. However, in 
light of the Mexican crisis, countries have collectively recognized a need to safeguard the world 
financial system against the risk posed by whole economies, and entire regions, get caught in 
systemic crises as the result of cumulative financial market pressures. 

As the world's largest economy, with the world's largest capital market, the United 
States has had a strong interest in promoting these efforts, which have included a major review 
of the international financial architecture initiated by President Clinton at the Halifax Summit. 
The importance of these initiatives has been underscored by events in Southeast Asia. 

Although the precise means and modes of the international response to these situations 
are a subject of close and continuing review, there is broad agreement that an effective approach 
must comprise three core elements: prevention, a strong domestic response by the countries 
concerned and, finally, international support. 

1. Prevention: improved transparency and surveillance 

To guard against large-scale financial imbalances, and provide earlier forewarning when 
problems occur, countries need to develop effective formal and informal checks on imprudent 
behavior -- the very best, and simplest, of which are high levels of transparency and disclosure. 
To a far greater degree in than other markets, the ability of financial markets to work efficiently 
in channeling resources to their most effective uses stands or falls by the quality of information 
available to market participants. In addition, imprudent, or illegal behavior is much less likely 
where individuals and firms know that their actions will in time be revealed. 

The special data dissemination standards (SDDS) developed by the IMF following the 
Mexican crisis have already made a significant contribution to governments' efforts in this area. 
At the recent Th1F fW orld Bank meetings in Hong Kong, the United States urged the exploration 
of ways of expanding these standards to include forward foreign exchange operations and more 
information on commercial banks, and encouraged their more widespread adoption. 

More broadly, the international community needs to work to help countries develop the 
effective supervisory and regulatory systems, and the strong legal and financial infrastructures 
needed to underpin a robust financial system. The Basel "Core Principles for Effective Banking 
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Supervision ", the end result of a United States-supported initiative launched in th~ summe~ of 
1996, now provide a basis for countries to enhance the safety and soundness of theIr financIal 
system Similar standards for regulating securities finns are also in the pipeline. It may also be 
u·seful for countries to explore effective ways to prevent very rapid increases in the short-tenn 
external liabilities of domestic banks and corporations. 

Experience has taught that pennitting the participation of foreign financial institutions -
with all the competition, capital and expertise which that implies -- can enhance a country's 
capacity to develop a strong and stable domestic financial system. We have discovered in 
America that inter-state banking is more diversified and more stable. In the same way, greater 
internationalization of finance can reduce risks at the same time as lowering the cost of capital. 

2 A Strong Domestic Policy Response 

As the Mexico crisis has shown, a credible commitment to sound policies is the first and 
vital prerequisite for restoring stability. And in the atmosphere of distrust that defines these 
episodes, credibility has to be earned, through rapid and transparent implementation. 

Governments must prove to the markets that they are committed to making the 
macroeconomic policy adjustments needed to put their economies back on a sustainable path -
and that they have the political will necessary to translate that commitment into actions. And 
they will need to make equally credible commitments to undertake refonns to strengthen 
domestic financial systems, and to work to develop effective and transparent supervisory and 
regulatory institutions, and strong legal and financial infrastructures to underpin those 
institutions. 

3. Careful Provision of International Assistance 

There will be circumstances where it will be important to mobilize the capacity to 
provide international support to countries to restore stability and prevent contagion. But it is 
imponant to focus on three core principles in deciding how to provide this most effectively. 

The first is the principle of country and investor responsibility. While external assistance 
can help restore market confidence and limit contagion when decisive domestic adjustments are 
being undertaken, the primary burden of responsibility for both preventing and responding 
effectively to crises must continue to fall on the countries concerned. It is critical that in a global 
capital market, investment flows are based on investors' perceptions of the underlying 
fundamentals of each country -- not on the probability of some kind of international support. 

The second principle, following from the first, is that the Th1F must remain at the heart of 
any internati~nal response, as ~e pr~ncipal. source of conditioned, international support for 
countr.les faclllg exte.rnal finanCIal dIfficultIes. Its unique ability to provide apolitical, 
conditIOned finance III the context of, and only in the context of, strong refonns, makes it the 
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appropriate vehicle for providing support when crisis comes. These conditions are essential for 
keeping the responsibility to reform firmly on countries and limiting moral hazard. 

Of course, we must ensure the IMF has the financial means and modes to be most 
helpfuL In the new Th1F Emergency Financing Mechanism, and the increase in quotas recently 
agreed to at the October IMF IW orld Bank meetings in Hong Kong, the IMF will have improved 
capacity to respond decisively to crises. Important added resource capacity would be made 
available by the New Arrangements to Borrow. The Administration's request to participate in 
the NAB is still pending before Congress, and we hope that Congress will act on it favorably 
before it adjourns for the year. 

A fully operational NAB would serve the United States interest in safeguarding 
international financial stability and ensure that we do not have to carry a disproportionate share 
of the burden of responding to crises. At the same time, it would help keep the international 
community's response to these situations firmly anchored around the IMF, and ensure we had 
maximum leverage in demanding strict conditionality for any assistance. 

Our third principle is to ensure that any regional cooperative arrangements complement 
the global objective of safeguarding financial stability. To that end we are exploring 
arrangements that would give the countries of the Asia-Pacific region a larger stake and voice in 
decisions affecting them, and reinforce the IMF's capacity to act quickly and effectively at 
times of crisis. In this context we believe a forum for enhanced surveillance among countries in 
the Asia-Pacific region would be a useful step. 

Any cooperative regional financing arrangement would have to be designed carefully to 
limit moral hazard risks. It would have to be restricted for use in association with IMF programs, 
only being made available to supplement resources provided by the IMF and the country's own 
reserves, not risk undermining the IMF's position as the major global provider of such 
assistance, and give countries flexibility to determine whether their participation is appropriate 
In a gIven case. 

IV. Concluding Remarks 

Mr Chairman, we live in momentous times. Around the world, we have been witnessing 
the emergence of a truly global economy, one in which trade, investment, capital, information 
and know-how can flow ever more freely, to ever more countries. As the members of this 
committee know well, American investors, our banks and our other financial service providers 
have been at the very forefront of these developments, creating new products, and seeking out 
new markets and investments -- both here in the United States and around the globe. And 
nowhere has the thirst for these new opportunities been greater, in recent years, than in the 

emerging markets of Southeast Asia. 

As the events of recent months have unfolded there has been a natural temptation to look 
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less favorably on these Southeast Asian economies, with many suggesting that the optimism 
about their future prospects has been misplaced. But the turbulence must be set against many 
years of spectacular gro\\1h and rising investor confidence. Recent events do not bring that 
long-term success into doubt. They do underline the principle that being a member of a more 
integrated world brings risks as well as opportunities -- and that governments and investors in 
Southeast Asia are no more immune to those risks than anybody else. 

The task, for all of us, is to develop policies and institutions to minimize such risks, and 
which permit us to deal with financial problems promptly and effectively when they emerge. I 
look forward to working with you, Mr Chairman, with this Committee and others in Congress, 
and with our partners in the Asia-Pacific region and elsewhere, as we seek to meet this vital 
challenge. 

-30-
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I Introduction 

I very much appreciate the opportunity to join you here, and r d like to thank Kathy 
Garner for inviting me, 

We at the Treasury have been working on our study of credit unions for over a year now. 
Today I'd like to share with you some of our thinking about corporate credit unions, 

Last fall, Congress directed the Treasurv to conduct a study of credit unions -
specifically, a study of issues im'oh'ing corporatc creult Unions, the Share Insurance Fund, and 
the NCUA's regulations We're working to complete our report nm\/, and we expect to release it 
next month Because the report IS still In process, I" II Ilmit my comments today to issues 
involving corporate credit unions 

1\1y comments will fall intn fi\t.~ !1art~ First, I'll describc hov .. wc \\'cnt about our study 
of corporate credit unions (or "corporates") Second ('II make some general observations about 
corporate credit unions' hcalth and prospel'h T!md I'll l1tler some thoughts based on our 
review of the 10 largest corporales Fourth I'll 1I1;1~l' ~ollle comments about the NeUA's 
superYlsion of corporate credit unions ,-\Ild then (,lllllfel some concluding observations 

II. The Treasury's Approach to haluatilll,! Corporate Credit Unions 

Congress directed us to c\aluate the II) lar .l2est ulrporate creuit unions, including their 
"investment practices" and thclr "finanCial Stahtllt\, 1-ln;lI1C1al operations, and financial controls 
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It told us that, in evaluating the 10 largest corporate credit unions, we should work cooperatively 
with "appropriate employees of other Federal agencies with expertise in the examination of 
federally insured fmancial institutions." And it also directed us to evaluate the NCUA' s 
supervision of corporate credit unions 

The Association of Corporate Credit Unions helped all of us working on the study get off 
to a good start. You gave us a half-day presentation at the Treasury on corporate credit unions' 
activities and operations. 

In keeping with the Congressional mandate, we assembled an interagency team of six 
bank and thrift examiners to help us evaluate the 10 largest corporate credit unions. This team 
consisted of three examiners from the Office of the Comptroller of the Currency, and one each 
from the Office of Thrift Supervision, the FDIC, and the Federal Reserve System. 

The team worked on this project nearly full-time for three months, in close coordination 
with my staff. The team reviewed the NCUA's examination reports on corporate credit unions, 
together with examiner work papers, correspondence, and other documentation. The team also 
discussed with the approp:-iate NCUA officials the cc nelusions drawn in those examinations as 
well as the NCUA' s general approach to examining corporate credit unions. 

The team also spent about two weeks on-site at U S Central and another two weeks on
site at WesCorp. During each of these visits, the team met with senior management, reviewed 
documents, and observed operations and risk assessment activities -- so that it could better gauge 
management performance and overall operations 

III. General Observations 

With that as background, I'd like to otTer a few general observations 

Corporate credit unions give small natural-person credit unions a safe place to invest 
their unloaned deposits Small credit unions often don't ha\'e the size or expertise necessary to 
invest efficiently on their o\vn So the\' turn to their corporate credit union This is a real 
strength of the credit union system, but the safet\· of those funds must be paramount in running a 

corporate credit union. 

Corporate credit unions generall} appear to be In good health And we heard from many 
credit unions that they are pleased With their corporate credit union and highly value their 

relationship with it 

Corporate credit unions Invest In relati\el\' high-quai it\' assets, which minimizes their 
exposure to credit risk. And by keeping most of their Imestments short-term, corporates also 
limit their exposure to interest-rate risk But Interest-rate rIsk has heen a problem In the past, as 

we all knew, and it remains a concern at a fe\\ InstItutIons 
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Corporate credit unions also tend to be thinly capitalized and to operate with very narrow 
margins, These narrow margins mean that corporate credit unions would have difficulty 
increasing their capital quickly through retained earnings, 

This combination of thin capitalization and narro\V margins doesn't leave a lot of room 
for error, It reinforces the need for adequate capital, strong management, and proper internal 
controls, 

In recent years corporate credit unions have significantly increased their capital. We 
believe that this trend is critically important, and we see the NCUA' s new corporate credit union 
regulation as providing reasonab Ie guidance in this area, 

In addition to the challenge of boosting capital, corporate credit unions face increasing 
competitive pressure from each other and from other market participants, This competitive 
environment poses important safety and soundness concerns for both the near-term and the long
term, Some consolidation among corporate credit unions has begun and we anticipate more in 
the future, I don't know what the corporate system will look like in 5 to 10 years, but I suspect 
it will look quite different than it does today -- and present a different set of safety and 
soundness challenges, 

IV. The Ten Largest Corporate Credit Unions 

Let me turn now to our review of the 10 largest corporate credit unions. We actually 
reviewed 11 -- the 10 largest corporates as ofmid-1996 plus US Central. 

These II corporate credit unions generally ha\'e high credit quality investments We also 
noted positive trends in their financial strength We did, however, observe a concentration of 
corporate credit Unl8n assets in particular classes of asset-backed securities 

We have a couple of concerns about this concentration Firs!, corporate credit unions' 
relatively thin capital ratios leave little room for error And second, corporate credit unions' 
balance sheets tend to resemble one another Thus the rlSb of concentrating investments in a 
single asset class increase when the same concentration IS repeated across many corporate credit 

unIons, 

The NCUA's rules limit the amount that a corporate credit union can invest in 
oblif2:ations of a sinf2:le issuer But the :\CTA does not limit the amount that a corporate credit 
unio~n can invest in ~a single class of assets There ma\' be merit in considering the risks posed by 
similar balance sheet risk exposures. partlcularl\' In \Ie\, of the interdependence within the 
corporate credit union system For example. although an examiner ma\' conclude that anyone 
corporate credit union's concentration In a particular asset class IS \vlthin some acceptable level 
of tolerance, the NCUA :night also conSider the corporate svstem's overall eXI-l0sure to that 



particular asset class. This may also be an issue that your association may wish to give some 
thought to. 

Our financial markets, and the instrllnents bought and sold in those markets, become 
more complex with each passing yea All finanLial in::.titutions -- including corporate credit 
unions -- need to be sure that their management is sufficiently strong, deep, and knowledgeable 
to handle the risks they face 

v. The NCUA's Supervision of Corporate Credit Unions 

Now let me turn to the NCUA's supervision of corporate credit unions. 

We reviewed the Office of Corporate Credit Union's approach to supervising corporate 
credit unions, including its staffing, its policies and procedures, its examiner guidance, and its 
safety and soundness st2.ndards. The Office is still relatively new, yet it represents a significant 
improvement over the NCUA' s previous, less rigorous approach to supervising corporate credit 
UnIons. 

It seems to us that ~he resources cUTTently devoted to supervising corporate credit unions 
may fall short of reflecting the relative import: .' se of corporato~ within the overall credit union 
system. And it's worth considering whether the NCUA currently has the sort of capacity it 
should have to review industry trends, size up potential systemic risks, and assess corporate 
credit unions as a group. 

The NCUA's regulatory practices for corporate credit unions diverge, in some ways, 
from the best-practice approaches developed cooperatively by other federal regulatory agencies. 
In particular, the bank ar.d thrift regulators have been developing risk assessment techniques that 
focus examiners' attentiop. on h.gh risk area::. and overall portfolio risk Our review of NCUA 
corporate examination reports found a more audit-oriented focus, rather than a focus keyed to 
the critical risk areas in the particular credit union We also found that examination reports 
contained excessive detail.about small deficiencies, \vhich detracted from the major findings and 

prescriptions for corrective action 

We did not find much in the wav of detailed written guidance for corporate credit unions 

or their examiners. Of course, this surelv retlects. to some degree. the newness of the Office of 
Corporate Credit Unions and the pressing issues that office has been facing 

Finally, we observed that the l\CL'A 's rating system for corporate credit unions does not 
include a specific component assessing an instltution's sensltivitv to market risk -- a component 
that the federal bank re~ulatory auencles rcentlv added to their o\'vn rating system Given the 
nature of corporate credit unio'n' s-primary business. there may be merit in highlighting it in the 

examination process. 
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VI. Conclusion 

And now fo,· J few concluding obs .. "ations. 

As corporate credit union managers, you can take pride in the many improvements 
you've made in recent years. But the job is never done. Our financial system grows ever more 
complex, posing challenges for all financial professionals 

One year ago, almost to the day, I addres~ed the California Credit Union League at its 
conference in Anaheim. While I was there, I had a chance to meet and talk with quite a few 
members of credit unions, large and small. And I was struck by the reliance that natural person 
credit unions have on their corporate credit unions. But that reliance -- that relationship -
implies an important responsibility on the part of corporate credit unions. Your safety and 
soundness is of paramount concern to the hundreds and thousands of credit unions that depend 
on you every day far a broad range of products and services. 

I'd like to point to two advantages you have that I hope you consider as you face this 
challenge of meeting the needs of your members. 

First, your members are in strong fir.ancia! "'or.dition Credit unions have high net worth 
and strong loan demand. 

Second, credit unions, including corporate credit unions, have as part of their history -
and indeed, as part of their very operating philosophy -- a goal of constant self-improvement. 

Next month, we'll release our report It is my hope that you'll find its analysis and 
conclusions helpful in meeting your goal of self-imprO\·ement. I hope that you'll look at the 
study as an opportunity for Lving a ciialogu~ \\ith the Treasury during the months ahead on 
issues of importance to credit unions 

And I wish you well in continuing to work together -- with your members and with the 
NCUA -- to build an even stronger credit union s\'stem 

-~o-
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FOR IMMEDIATE RELEASE 
November 17, 1997 

Contact: Public Affairs 
(202) 622-2960 

TREASURY ISSUES REPORT ON FINANCIAL SERVICE SYSTEM 

The Treasury Department released today a study which broadly examines the strengths 
and weaknesses of the financial service system. Congressionally mandated in 1994 by the 
Riegle-Neal Interstate Banking and Branching Efficiency Act, the report was prepared by 
Robert E. Litan, the Director of the Economic Studies Program at the Brookings Institution, 
and Jonathan Rauch, an author and journalist who has written on a wide variety of public 
policy. issues. 

Under Riegle-Neal, the Secretary of the Treasury is also required to submit to Congress 
recommendations for legislative changes to improve the operations of the financial service 
system. In June of this year the Treasury Department delivered to Congress a draft proposal 
intended to make the system more effective in serving the needs of consumers by eliminating 
outniQded barriers to competition. Treasury's proposal addresses many, but not all, of the 
issues raised in this study, and the department hopes the study will serve as a basis for further 
policy discussion and debate. 
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DEPARTMENT OF THE TREASURY 

lREASURY fa) NEW S 
omCE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C.. 20220. (202) 622·2960 

EMBARGOED UNTIL DELIVERY 
Text as prepared for delivery 
November 17, 1997 

TREASURY UNDER SECRETARY FOR lNTERNATIONAL AFF AIRS DAVIDA. LIPTON 
FEDERATION OF LATIN ArvffiRICAN BANKS ANNUAL MEETING 

MIAMI, FLORIDA 

Good moming. I'm delighted to be here with you in Miami to kick off what promises to 
be a stimulating -- and very timely -- conference. 

The last time I spoke on Latin American economic developments, the capital markets 
were exuberant. Record levels of foreign capital were flowing into the region, and bond spreads 
had narrowed sharply. Eight months later, the mood has changed. 

As sentiment turns against many emerging markets, some are wondering whether 
Latin America might be heading for another setback. You will not be surprised if I am short on 
hard and fast predictions. But I would like to look past the fInancial market fluctuations -- to 
observe that an important transformation is well advanced in Latin American economies, with 
reform advancing steadily in recent years, and, especially, since 1995, In short, Latin America is 
building a basis for faster, more lasting growth -- and with the turbulence in the capital markets 
is already fitter to face a storm. 

Nowhere is this transformation clearer than in the fInancial sector. Across Latin 
America, governments have been applying one of the most important lessons of 1995 -- that in a 
global capital market a country's fmancial system can be it..;; most valuable asset, or its greatest 
liability, 

Governments across the region have laid the foundation for more efficient and stable 
fmancial systems by liberalizing, privatizing, and strengthening their fmancial sectors. Most 
striking, this achievement is due in no to small measure to countries opening their doors to 
foreign capital, foreign ownership, and foreign expertise. It is perhaps no surprise that this 
week's Economist magazine cites Latin America as "possibly the best source of advice" 
going for those facing banking sector problems in the Far East. 
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I. Consolidating the fust generation of reforms 

Back in 1995, many feared that economic reforms in Mexico and across the region would 
be reversed. Of course, economic collapse among the major reforming economies did not 
materialize, and the tequila shock turns out to have been a wake-up call for the region. Efforts 
to stabilize economies and achieve closer integration continued, and, just as important, a whole 
new wave of long-term structural reforms began. I will be saying a little about this new wave of 
reforms in a minute, but fust I would like to comment briefly on macroeconomic reforms and 
integration. 

Macroeconomic reform sustained 

Mexico deserves a special mention here. Determined economic adjustment in the wake 
of crisis produced a remarkable economic turnaround; by the last quarter of 1995, Mexico was 
growing again -- and it has been growing faster ever since. Private forecasters are expecting 
close to 7 percent growth in 1997. Inflation is falling steadily, export competitiveness has been 
maintained, and foreign direct investment is on the rise. When President Zedillo met with 
Secretary Rubin last Friday in Washington, what was striking to me was that the state of the 
regional and world economy was more the center of attention than the state of the Mexican 
economy. 

Across the region, there has been good news on the inflation front since 1995, with the 
average rate falling to less than 10 percent this year. Public borrowing, by and large, has also 
remained under control -- with governments working to lock in the impressive reductions in 
budget deficits that were achieved in the early 1990s. While Brazil, with a budget deficit of 
around five percent this year, is a less than welcome exception, the fiscal package announced a 
week ago is a welcome step in the right direction. 

Most encouraging of all, in many countries savings rates have started to rise again. The 
average rate of saving for the 8 largest economies last year was close to 18 percent of GDP. 
Though still well below what it needs to be to sustain rapid growth, this is markedly higher than 
the 15 percent or so average of the start of the decade. 

Ever-closer integration 

Improved macroeconomic management in much of Latin America has supported -
and in turn, been supported by -- much greater economic integration. Countries have forged 
ever-tighter links with the rest of the world and, especially, with each other. 

Since the turn of the decade regional exports have grown by more than 12 percent a year, 
one third faster than world trade. Exports in Mexico now account for close to 30 percent of 
GDP, compared with less than 15 percent in 1994. The share of exports has also risen in 

Argentina since 1994. 
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.Intra regional trade h~ grown by more than 16 percent a year over the period, 
underpmned by greater openmg of markets -- as seen in Mercosur's new agreements with 
Bolivia and Chile, for example, and the revival of trade talks between Mexico and the "Northern 
Triangle" of Central America. All told, more than 20 free trade pacts have been agreed within 
Latin America in recent years, supported by the widespread development of uniform customs 
policies and sub-regional trade alliances. 

Our recent failure to win Fast Track negotiating authority from Congress was a 
disappointment. Let me be clear -- we will continue to work with Congress to secure Fast Track 
and will press forward with our vision of a Free Trade Area of the Americas. Meanwhile, 
though, companies, North and South, are already on a Fast Track of their own -- working to 
enter new markets and increase trade. 

United States companies are providing capital and know-how to help modernize 
companies all over Latin America. Retail giants such as Price Costco and Walmart are forming 
joint ventures with Latin American fIrms; communications giants such as GTE, Bell Atlantic and 
Bell South are flocking to Chile in the wake of that country's dramatic liberalization of its 
telecoms sector.. ... the list goes on. 

At the same time, Latin American companies are themselves going regional --
and international. Once again, Chile is often leading the way here, with Chilean companies 
making substantial investments abroad, mostly in other parts of Latin America. This past 
August, Chilean companies invested $273 million outside the country, roughly three times the 
monthly inflow of foreign direct investment into the country. And only last month, Chile's 
second largest power producer, Chilgener, announced plans to invest more than $1 billion in the 
United States electricity market over the next five years. 

II. And Starting the Second Generation 

For several years speakers at conferences like this one have argued that Latin America 
needed a second generation of reforms to secure rapid growth. In fact, I have made that point 
myself. While it remains true, it is time to recognize that the second generation of reforms is 
well underway -- it is the here and now generation. Ambitious structural and institutional reform 
plans have been taken off the drawing board -- and put to work. 

The list of second generation reforms is long and varied: it includes reforms of pension, 
tax, and fmancial sectors to stimulate savings and ensure they get channeled effectively into 
higher investment and growth. It includes greater investment in education, social services, and 
basic infrastructure, and programs to "bring government closer to the people, If through 
decentralization of power and resources to subnational authorities. It includes stronger rule of 
law through judicial reform, and eliminating corruption. 

The global economy functions most effectively -- and delivers most benefits to the 
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largest numbers -- when countries are integrated with one another. So, too do individual 
economies, when different regions and groups, that have been excluded fr;m the formal 
economy, are brought into the mainstream. This kind of internal integration, if achieved will be 
just as important to increasing Latin America's economic potential as integration with th~ outside 
world .. And it would build support for reform among those very large and important groups who 
have so far felt left out. 

Not all countries are moving at the same pace, but slowly and surely countries are 
tackling many of the refonns on this list, and laying the basis for future growth and opportunity. 
Consider: 

o in Chile, far-reaching pension reform has helped to guarantee long-term 
viability of public finances, helped boost domestic savings to around 27 percent this year, 
and deepened capital markets. Many have followed Chile's example, including Peru, 
Mexico, Argentina, Uruguay, Bolivia, and Colombia. 

o across the region, the share of public spending under the control of local 
governments has risen by almost a quarter since 1985. Bolivia, with its "Participacion 
Popular" has been a leader in this area, with novel approaches in health, education, and basic 
infrastructure that take spending decisions far away from the capital and put them in the hands of 
local communities. 

Argentina, Mexico, Colombia, and Venezuela are similarly devolving power over 
education, health, and infrastructure spending to local levels. 

The most striking, and perhaps most pertinent of all recent reforms, has been the 
concerted effort to strengthen national financial systems. Mexico, Argentina and others have 
undertaken large-scale restructuring, enhanced capitalization levels, and worked to enhance 
supervision. The share of nonperforming assets in the banking sector has fallen significantly in 
many countries -- especially Argentina and Peru. And, in stark contrast to Southeast Asia, 
foreign inflows have not been translated into rapid growth of bank credit as a share of GDP. 

To increase efficiency and give earlier warning of problems, countries have worked to 
enhance levels of fmancial and economic transparency. Banking systems are moving towards 
internationally accepted accounting standards. And more and more countries are publishing 
fmancial and economic data on a regular basis; Argentina, Mexico, Colombia, and Chile have all 
signed up to the International Monetary Fund's new international data transparency standards -
and all of these countries now post fmancial and economic data on the Internet. We would 
encourage other countries in the hemisphere to follow their example. 

To a unique extent, the emerging economies of Latin America have turned to closer 
fInancial openness to support fmancial strengthening. Across the region, countries have invited 
foreign participation in domestic banks and financial companies. In Mexico and Brazil, foreign 
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ownership of banks was almost nonexistent as recently as 1995. Today, foreign investors 
control nearly one quarter of banks' assets. In Argentina and Venezuela, foreign banks control 
about half of banking system assets. 

In several countries these "macro" fmancial refonns have had an important "micro" 
counterpart, in the growth of micro-lending. BancoSoi, the Bolivian micro credit institution, 
started with $4 million in seed money from USAID, has grown out of the need for further 
subsidy, and is now serving 75,000 clients. In El Salvador and Honduras, micro lenders are now 
reaching more than 70,000 borrowers, primarily women in extreme poverty. Among all the 
reforms I have listed it is difficult to think of one with more potential to unleash the region's 
untapped potential and strengthen the base of reform than this one. 

ill. Challenges to Come 

The good news coming out of this brief survey is that in important respects, Latin 
America in November 1997 is in much better shape to withstand shocks than it was two or three 
years ago. The reforms of recent years leave countries stronger in a number of ways: 

o with stronger macroeconomic fundamentals, most countries in the region are 
less likely to capture the markets attention when as in recent weeks the search for weak 
points, is especially intense. 

o moreover, most are far less dependent on short-term capital. Around half of 
the capital inflows into Latin America last year were in the form of foreign direct 
Investment, much of it linked to the continuation of large-scale privatization programs. 

o finally, where market sentiment has turned against a country, and policy 
adjustments are needed, the strengthening of fInancial markets has given most 
countries a far greater capacity to respond quickly and decisively. In many countries, 
raising interest rates in the face of a storm no longer carries the consequences for 
the domestic banking sector that it once did. 

For all the success I have mentioned, some countries have yet to complete the fIrst 
generation of reforms and still suffer from double digit inflation. In many, monetary policy is 
carrying the burden of lax fiscal policy, depriving economies of investment and growth. And 
though second generation reforms to reduce dependency on foreign savings and accelerate 
growth have begun in several parts of Latin America, in no country are they close being 
completed. 

Weak macroeconomic policies, and logjammed structural reforms, are all invitations for 
trouble in a global and restless capital market. When investors are riled as they are today, policy 
slippage will be punished that much more swiftly. Higher borrowing spreads will hit 
government budgets and corporate profits. Therefore, governments which may have intended to 
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tackle long-term problems in a long-term time frame are finding that they no longer have that 
luxury. As one Latin leader has said: when markets overreact -- as they are prone to do -- it is 
critical that government policymakers also overreact. 

IV. Concluding Remarks 

In conclusion, the recent turbulence has washed over many shores, and we have seen 
wide swings in asset prices in many markets in Latin America. But most, I think, would accept 
that the this episode differs from. 1995. Investors do not doubt that the region's fundamentals 
have improved. Nor, for the most part, do they doubt the will to continue ref anTI. 

Make no mistake. Governments have more policy adjustments to make, and possibly 
more bouts of turbulence to endure, before Latin America fInally realizes its potential. Latin' 
America and Caribbean countries have grown by 3.1 percent a year since 1991 half the six 
percent rate they achieved between 1965 and 1980, and too low to make real inroads on poverty. 
The poorest fifth of the population still receive a lower share of national income -- 4.5 
percent -- than any other region in the world. Achieving faster growth, that is more widely 
shared, will require all countries, to continue working on all fronts. The fact that it is market 
pressures prodding hardest on governments to speed progress on fIrst and second generation 
reforms hardly undermines the case for moving faster. 

There remains, in particular, an important agenda for strengthening financial systems 
across the hemisphere, and ensuring that an ever larger numbers of people have access to them. I 
should note that the United States has been very closely engaged in these issues -- and they will 
be a central theme of next month's meeting of the western hemisphere's fmance ministers in 
Santiago de Chile to be co-chaired by Secretary Rubin . 

Now more than ever, it is up to governments themselves to take the steps necessary to 
withstand the ever closer scrutiny of the fmancial markets. And now more than ever, it is up to 
them to continue the structural reforms needed to secure more rapid and lasting growth. But like 
no time in living memory, the opportunities are there for the taking. 
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TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELE..~SE 

November 17, 1997 
CONTACT: Office of Financing 

202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 13-WEEK BILLS 

Term: 
Issue Date: 
Maturity Date: 
CUSIP Number: 

91-Day Bill 
November 20, 1997 
February 19, 1999 
9127946E9 

RANGE OF ACCEPTED COMPETITIVE BIDS: 

Discount Investment 
Rate Rate 1/ Price 

------ ---------- ------
Low 5.150% S.29lt 95.698 
High 5.165% 5.30B%- 98.694 
Average 5.165% 5.308%- 98.694 

Tenders at the high discount rate were allotted 63\. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Compec.itive 
Noncompetic.ive 

PUBLIC SUBTOTAL 

Federal Reserve 
Foreign Official Inst. 

Refunded Mat~ring 
_~ditional Amounts 

TOTAL 

$ 

s 

Tendered 

36,123,831 
1,333,170 

37,457,001 

3,599,564 

436,523 
24,777 

41,517,865 

l/ Egui valent coupon- issue yield. 

RR-2066 

http://www.publlcdebUreas.gov 

s 

$ 

Accepted 

5,515,741 
1,333,170 

6,046,911 

3,599,564 

436,523 
24,777 

10,909,775 
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TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
November 17, 1997 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 26-WEEK BILLS 

Term: 182-Day Bill 
Issue Date: November 20, 1.997 
Maturity Date: May 21, 1998 
CUSIP Number: 9127946Q2 

R:WGE OF ACCEFTED COMPETITIVE BIDS: 

Discount Investment 
Rate Rate 1/ Price 

------ ---------- ------
Low 5.150\ 5.362% 97.396 
High 5.170% 5.383% 97.386 
Average 5.165% 5.377% 97.389 

Tenders at the high discount rate were allotted 21~. 

AMOUNTS TE~ERED Ju~ ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompetitive 

PUBLIC SUBTCTAL 

Federal Reserve 
Foreigr. Official Inst. 

Ref~nded Maturlng 
Additional Amounts 

TOTAL 

1/ Equivalent coupon- issue yield. 

RR-2067 

$ 

s 

Tendered 

28,645,142 
1,141,999 

29,787,141 

3,425,000 

2,266,407 
::'28,5.93 

35,607,141 

http://www.publlcdebt.treas.gov 

$ 

Accepted 

3,858,695 
1,141,999 

S,OOO,S9~ 

3,425,000 

2,266,~07 

126,593 

10,820,894 
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FOR Th1MEDlATE RELEASE 
November 18. 1997 

Contact: Office of Financing 
(202) 219-3350 

TREASURY'S 10-YEAR lNFLA nON-INDEXED NOTES 
DECEMBER REFERENCE CPI NUMBERS AND DAILY INDEX RA nos 

Public Debt announced today the reference Consumer Price Index (CPI) numbers and the 
daily index ratios for the month of December for the lO-year Treasury inflation-indexed 
notes of Series A-2007. This information is based on the non-seasonally adjusted U.S. City· 
Average All Items Consumer Price Index for All Urban Consumers (CPI-U) publisbed by 
the Bureau of Labor Statistics of the U.S. Department of Labor. 

In addition to the publication of the reference cpr s (Ref CPI) and index ratios, this 
release provides the non-seasonally adjusted CPI-U for the prior three-month period. 

This information is available through the Treasury's Office of Public Affairs automated fax 
system by calling 202-622-2040 and requesting document number 2068. The information 
is also available on the Internet at Public Debt's home page (http://www.publicdebt.treas.gov). 

The information for January is expected to be released on December 16, 1997. 
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Contact: Office of Financing 202·219-3350 

TREASURY 10-YEAR INFLATION-INDEXED NOTES 
SERIES: A-2007 

9128272M3 
January 15, 1997 
February 6, 1997 

April 15, 1997 
January 15, 2007 

158.43548 
December'997 

31 

CUSIP: 
DATED DATE: 
ORIGINAL ISSUE DATE: 
ADDITIONAL ISSUE DATE: 
MATURITY DATE: 
Ref CPI on DATED DATE: 
TABLE FOR MONTH OF: 
NUMBER OF DAYS IN MONTH: 

CPI-U (NSA) August 1997 
CPI-U (NSA) September 1997 
CPI-U (NSA) October 1997 

Ref CPI and Index Ratios for December 1997: 

[5:alendar day __ 
: December 
,December 
December 
December 
December 

I December 
!December 
I December 
'I December 
December 
December 
IDecember 
December 
; December 
December 
I December 
December 

I December 
December 
December 
iDecember 
December 

I December 
December 
\ December 
'December 
December 
I December 
December 
December 

I 

December 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 

1997 
1997 
1997 
1997 
1997 
1997 
1997 
1997 
1997 
1997 
1997 
1997 
1997 
1997 
1997 
1997 
1997 
1997 
1997 
1997 
1997 
1997 
1997 
1997 
1997 
1997 
1997 
1997 
1997 
1997 
1997 

RefCPI 
161.20000 
161.21290 
161.22581 
161.23871 
161.25161 
161.26452 
161.27742 
161.29032 
161.30323 
161.31613 
161.32903 
161.34194 
161.35484 
161.36774 
161.38065 
161.39355 
161.40645 
161.41935 
161.43226 
161.44516 
161.45806 
161.47097 
161.48387 
161.496n 
161.50968 
161.52258 
161.53548 
161.54839 
161.58129 
161.57419 
161.58710 

160.8 
161.2 
161.6 

Index Ratio 
1.01745 
1.01753 
1.01761 
1.01769 
1.01n7 
1.01786 
1.01794 
1.01802 
1.01810 
1.01818 
1.01826 
1.01834 
1.01843 
1.01851 
1.01859 
1.01867 
1.01875 
1.01883 
1.01891 
1.01900 
1.01908 
1.01916 
1.01924 
1.01932 
1.01940 
1.01948 
1.01957 
1.01965 
1.01973 
1.01981 
1.01989 
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FOR IMMEDIATE RELEASE 
November 18, 1997 

Contact: Office of Financing 
(202) 219-3350 

TREASURY'S S· YEAR INFLATION·INDEXED NOTES 
DECEl\1BER REFERENCE CPI NUMBERS AND DAILY INDEX RATIOS 

Public Debt announced today the reference Consumer Price Index (CPl) numbers and the 
daily index ratios for the month of December for the 5-year Treaswy inflation-indexed notes of 
Series J-2oo2. This information is based on the non-seasonally adjusted U.S. City Average All 
Items Consumer Price Index for All Urban Consumers (CPI-V) published by the Bureau of 
Labor Statistics of the U.S. Department of Labor. 

In addition to the publication of the reference CPl's (Ref CPI) and index ratios. this release 
provides the non-seasonally adjusted CPI-U for the prior three-month period. 

This information is available through the Treasury's Office of Public Affairs automated fax 
system by calling 202-622-2040 and requesting document number 2069. The information 
is also available on the Internet at Public Debt's home page (http://www.publicdcbt.treas.gov). 

The information for January is expected to be released on December 16, 1997. 
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TREASURY 5-YEAR INFLATION-INDEXED NOTES 
SERIES: J-2002 

9128273A8 
July 15. 1997 
July 15. 1997 

October 15. 1997 
July 15, 2002 

160.15484 
December 1997 

31 

CUSIP: 
DATED DATE: 
ORIGINAL ISSUE DATE: 
ADDITIONAL ISSUE DATE: 
MATURITY DATE: 
Ref CPI on DATED DATE: 
TABLE FOR MONTH OF: 
NUMBER OF DAYS IN MONTH: 

CPI-U (NSA) August 1997 
CPI-U (NSA) September 1997 
CPI-U (NSA) October 1997 

Ref CPI and Index Ratios for December 1997: 

I 

icalendar day 
Ioecember ---
\ December 
!December 
I December 
iDecember 

I 
December 
December 
: December 
I December 
: December 
December 
I December 
iDecember 
jDecember 
'December 
iOecember 
!December 
iDecember 
,December 
iDecember 
'December 
I December 
!December 
iDecember 
. December 
'December 

I
· December 
December 

I December 
. December 
December 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 

RefeP' 
1997 161.20000 
1997 161.21290 
1997 161.22581 
1997 161.23871 
1997 161.25"161 
1997 161.26452 
1997 161.2n42 
1997 161.29032 
1997 161.30323 
1997 161.31613 
1997 161.32903 
1997 161.34194 
1997 '61.35484 
1997 161.36774 
1997 161.38065 
1997 161.39355 
1997 161.40645 
1997 161.41935 
1997 161.43226 
1997 161.44516 
1997 161.45806 
1997 161.47097 
1997 161.48387 
1997 161.49677 
1997 161.50968 
1997 161.52258 
1997 161.53548 
1997 161.54839 
1997 161.56129 
1997 161.57419 
1997 j 161.58710 ) 

160.8 
161.2 
161.6 

Index Ratio 
1.00653 
1.00661 
1.00669 
1.00677 
1.00685 
1.00693 
1.00701 
1.00709 
1.00717 
1.00725 
1.00733 
1.00741 
1.00749 
1.00757 
1.00765 
1.00773 
1.00781 
1.00790 
1.00798 
1.00806 
1.00814 
1.00822 
1.00830 
1.00838 
1.00846 
1.00854 
1.00862 
1.00870 
1.00878 
1.00886 
1.00894 
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OmCE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C.. 20220. (202) 622.2960 

EMBARGOED UNTIL 2: 3 0 P. M . 
November 18, 1997 

CON'I'ACT: 

TREASURY'S WEEKLY BILL OFFERING 

Office of Financing 
202/219-3350 

The Treasury will auction two series of Treasury bills totaling 
approximately $14,500 million, to be issued November 28, 1997. This offering 
will result in a paydown for the Treasury of about Sl,425 million, as the 
maturing publicly held weekly bills are outstanding in the amount of $15,926 
mi·~lion. 

In addieion to ehe public holdings, Federal Reserve Banks for their own 
accounts ~old $6,993 million of the maturing bills, which may be refunded at the 
weighted average d.iscount rate of accepted competitive tenders. MOunts issued 
to these accounts will be in addition to the offering amount. 

Federal Reserve Banks hold $4.274 million of the maturing issues as agents 
for foreign and international monetary authorities. Up to S3.0QQ million of 
these securities may be refunded within the o£ferina amount in each of the 
auctions of 13-week bills and 26-week bills at the weishted ave rase discount 
rate of accepted competitive tenders. Additional amounts may be issued in each" 
auction for such accounts to the extent that the amgupt of new bids exceeds 
S,3 000 million. 

Tenders for the bills will be received at Federal Reserve Banks and 
Branches and at the Bureau of the Public Debt, Washington, O.C. This offering 
of Treasury securicies is governed by the term~ and conditions set fo~th in th« 
Uniform Offering Circular (3l CFR Part 356, as amended) for the sale and issue 
by the Treasury to the public of marketable Treasury bills, notes, and bonds. 

Details' about each of the new securiti~s are given in the attached offering 
highlights. 

RR-2070 
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HIGHLZGHTS 07 TREASURY OF~BRZNGS or WEHKLY BZLLS 
TO BB ZSSUBD HOVBMBBR 28, 1997 

Offering Amount ............................. $7,250 million 

Descrigtion of Offering: 
Term and type of security ................... 90-day bill 
CUSIP number ................................ 912794 6F 6 
Auction date ................................ November 24. 1997 
Issue (' i;e ••.••••••••.•.....••.••.•...••...• November 28, 1997 
'-1aturity date ............................... February 26, 1998 
Original issue date ......................... August 2B. 1997 
Currently outstanding ....................... $12,067 million 
Minimum bid amount .......................... $10,000 
Mul t iples ................................... $ 1,000 

The following rules apply to all securities mentioned aboyel 

submjssion of Bids: 

November 1B, 1991 

$7,250 million 

101-day bill 
912794 4V 3 
November 24, 1997 
November 28, 1997 
May 28, 1998 
May 29, 1997 
$20, 833 million 
$10,000 
$ 1,000 

Noncompetitive bids ......................... Accepted in full up to $1,000,000 at the average 
discount rate of accepted competitive bids. 

Competitive bids ............................ (1) Must be expressed as a discount rate with three decimals in 

Maximum Recognized Bid 

increments oE .005%, e.g., 7.100\, 7.105\. 
(2) Net long position for each bidder must be reported when the 

sum of the total bid amount, at all discount rates, and the 
net long position is $1 billion or greater. 

(3) ~et long position must be determined as of one half-hour 
prior to the closing time for receipt of competitive tenders. 

at a single yield ........................ 35\ of public offering 

Maximum Award ............................... 35\ of public offering 

~nt of Ten~: 
Noncompetitive tenders ...................... Prior to 12:00 noon Eastern Standard time on auction day 
Competitive tenders ..................... · ... Prior to 1:00 p.m. Rastern Standard time on auction dny 

Payment Terms .............. ·· .. ········· .... Full payment with tender or by charge to a funds account 
at a Federal Reserve Bank on issue date 
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.............. ~17R~Q .............. . 
omCE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C.. 20220. (202) 622-2960 

November 19~ 1997 

Monthly Release of U.S. Reserve Assets 

The Treasury Department today released U.S. reserve assets data for the month of 
October 1997. 

As indicated in this table, U.S. reserve assets amounted to $68,036 million at the end 
of October 1997, up from $67,148 million in September 1997. 

End Total Special 
of Reserve Gold Drawing 
Month Assets Stock II Rights 

213/ 

.l.221 

September 67,148 11,050 9,997 

October 68,036p 11,05Op 10,132 

II Valued at $42.2222 per fine troy ounce. 

Foreign 
Currencies M 

ESF System 

14,540 17,519 

14,737 17,874 

Reserve 
Position 
in IMF 2/ 

14,042 

14,243 

'It.1 Beginning July 1974, the IMF adopted a technique for valuing the SDR based on a 
weighted average of exchange rates for the currencies of selected member countries. The 
U.S. SDR holdings and reserve position in the IMF also are valued on this basis 
beginning July 1974. 

JI Includes allocations of SDRs by the IMF plus transactions in SDRs. 

~I Includes holdings of Treasury and Federal Reserve System; beginning November 1978, 
these are valued at current market exchange rates or, where appropriate, at such other 
rates as may be agreed upon by the parties to the transactions. 

p Preliminary 
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DEPARTMENT OF THE TREASURY 

omCE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C.. 20220. (202) 622-2960 

5MBMtGOBD UNTIL 2; 30 P. M • 

Noveniber 19, 1997 
CON'l'ACT: 

TREASURY TO AUCTION 2 - YEAR ANb 5 - YEAR NOTES 
TOTALING $26.000 MILLION 

Office of Financing 
202/219-3350 

The ~C~3~~ wi~~ &ue~~on $15,000 mdllion of 2-year noteB and S~1,OOO ~llion of 
5-year notes to refund $29,266 million of publicly held securities maeuring November 30, 
1'97, and to pay down about $3,275 million. 

!n addfiion to tnepublic holdings, Federal Reserve Banks hold $948 million of the 
~turi~g securities for their own accounts. which may be refunded by issuing addieional 
amounts 6f the new sec:urieies. 

The maturing securities held by the public include $2,673 million held by Federal 
Reserve Bank~ as agents for foreign and international monetary authorities. Amounts bid 
for these ac:counts by Federal Reserve Banks will be added to the offering. 

The 2-year note auction will be held on Monday November 24. 1997. with 
noPCgmpekikiye and competittye C193ing timeR of 11;QO'§pd 11'30 I.m. ElAhCrn Standard 
time. respectively. Aft previously anpoynced. the weekly bill auctions also scheduled 
for the game day will have nOrmal Cloftipg times. The 5-year note auction wjll be held 
op TUesday, November 25, 1997, Wikh DOrmal noncompetitive and competikiye closing timee 
0: 12:00 noOn and 1;00 p,m. Sastern Standard time, 

Both the 2-year and S-year note auc~ions will be conducted in the single-price 
auction format. All competitive and noncompetitive awards will be ae the highest yield 
of accepted competi ti ve tenders. 

The 2-year and S-year noees being offered today are eligible for the STRIPS 
program. 

Ten.ders.. .. will be received at Eederal Reserve Banks and Branches and at the Bureau . 
of the Public Cebt, Washington, O. C. This oftering of Treasury securities is governed 
by the eerms and conditions set foreh in the Uniform Offering Circular (31 CFR Part 356, 
a. amended) for the sale and issue by the Treasury to the public of marketable Treasury 
bills, notes, and bonds. 

Details abOUt each of the new securities are given in the attached offering 
highlights. 

Attachment 
]R-2012 
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HIGHLIGHTS or TRBASORY OP~BRINOS TO THE PUBLIC OF 
2-YBAR AND 5-YBAR NOTas TO BS ISSUED DECEMBER 1, 1991 

November 19, 1997 

QUering Am0ynt ......................... '$15,000 million 

pescription of Offeringl 
Term and type of security ............... '~-year notes 
series .................................. 'AM-1999 
CUSIP number ............................ 912827 3P 5 
Auction date ............................. November 24, 1997 
Receipt of TenderslSastern Standard time) I 

Noncompetitive tenders ... Prior to 11:00 a.m. on auction day 
Competitive tenders ...... Prior to 11:30 a.m. on auction day 

Issue date .............................. December 1, 1997 
Dated date .............................. November )0, 1997 
Maturi ty date ........................... November 30, 1999 
Interest rate ........................... DeterlDined based on the highest 

accepted competitive bid 
Yie],d ................................... ·Determined at auction 
Interest payment dates .................. May 31 and November 30 
Minimum bid amount ...................... $5,000 
Multiples ................... '" ......... $1,000 
Accrued interest payable 

by investor ......................... Determined at auction 
Premium or discount ..................... Determined at auction 

STRIPS Informatiool 
Minimum amount required ...... , .......... Determined at auction 
Corpus CUSI P number ..................... 912820 CG 0 
Due date(s) and CUSIP number(s) 

for additional TINT(S) ............... May 31, 1998 
November 30, 1998 
r-tay 31, 1999 
November 30, 1999 

The following rules apply to all securities meDtioned aboyar 
Submission of Bidss 

91283) 

OC 7 
OD 5 
OK ) 
OF 0 

$11,000 million 

S-year notes 
P-:2002 
912827 10 1 
November 25, 1997 

Prior to 12:00 noon on auction day 
Prior to 1:00 p.m. on auction day 
December 1, 1997 
November 30, 1997 
November 30, 2002 
Determined based' on the highest 

accepted competitive bid 
Determined at auction 
May 31 and November )0 
$1,000 
$1,000 

Determined at auction 
Determined at auction 

Determined at auction 
912820 CH 8 

May 31, 1998 
November 30, 1998 
t-tay 31, 1999 
November 30, 1999 
May 31, 2000 

912833 
OC 7 
00 5 
OE 3 
OF 0 
OG 8 

November 30, 
May 31, 2001 
November 30, 
May 31, 2002 
Novembe r 30, 

Noncompetitive bids ......... Accepted in full up to $5,000,000 at the highest accepted yield. 
Competiti~e bids .•.......... (1) Must be expressed as a yield with three decimals, e.g., 7.123\. 

2000 

2001 

2002 

(2) Net long position for each bidder must be reported when the sum of the total bid amount, 
at all yields, and the n~t loog position is $2 billion or greater. 

(3) Net long position must be. determined as of one half-hour prior to the closing time for 
receipt of competitive tenders. 

Maximum Recogniled Bid . 
It , Single yield •....... 35' of public offering 

~.ximum award .•.....•..•. ~ .. )5\ of public offering 

ll.l.Ul 
OH 6 
OJ 2 
OK 9 
Oil 7 

OM 5 

,ayment Term •. ·.·.·· ........ Full payment with tender or by charge to a funds account at a rederal Reserve Bank on issue date 



DEPARTMENT OF THE TREASURY 

omCE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C.. 20220. (202) 622-2960 

FOR IMMEDIATE RELEASE 
November 19, 1997 

Statement of Treasury Secretary Robert E. Rubin 

We welcome the announcement in Manila today of the results of the meeting on financial 
cooperation in Asia, attended by the Finance and Central Bank Deputies of fourteen 
governments, including the United States. The representatives agreed on a framework for 
regional cooperation to promote financial stability and on a set of proposals to strengthen the 
I1vfF's capacity to respond effectively to financial crises. The United States strongly endorses 
these proposals, which will assist the countries of the region in meeting successfully the 
challenges of financial globalization. 

I would also note the importance we attach to the statement in Manila that the region's 
strong economic fundamentals provide a basis for confidence that the region will return to robust 
growth and can continue to benefit from globalization, and that recent market turmoil has not 
altered the consensus that open capital markets bring significant benefits to an economy. 

Finally, I would like to emphasize most strongly that the active role we played in shaping 
this agreement reflects the importance of Asia to the economic and strategic interests of the 
United States. (See attached fact sheet.) 
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DEPARTMENT OF THE TREASURY 

omCE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C.. 20220. (202) 622-2960 

FOR IMMEDIATE RELEASE 
November 19, 1997 

Statement by Treasury Secretary Robert E. Rubin 

Treasury has been monitoring the situation in Korea very closely with the Federal Reserve, the 
International Monetary Fund, and others. We have also been in close contact with the Korean 
authorities over the last several weeks. 

The United States and the entire international community share a strong interest in seeing Korea 
succeed in restoring financial stability and in strengthening the fundamentals that have provided 
the foundation for a long period of impressive economic performance. 

We encourage the new economic team in Korea to move forward quickly to address the present 
challenges, in particular with forceful and effective action to strengthen the financial system. 

-30-
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DEPARTMENT OF THE TREASURY 

omCE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C.. 20220. (202) 622-2960 

FOR IMMEDIATE RELEASE 
November 20, 1997 

Contact: Paul Elliott 
(202) 622-2016 

FEDERAL & LOCAL OFFICIALS ADDRESS THE IMPACT OF NAFTA 
EL PASO TO HOST FIRST HEARING ON TRADE AFFECTED COMMUNITY 

On Friday, November 21, Treasury's Deputy Assistant Secretary for Government 
Financial Policy Mozelle W. Thompson, Finance Committee Chairman, will lead a hearing 
Of the Presidential Advisory Committee of the North American Development Bank 
(NADBANK). This hearing is the first to be held in trade affected community. 

The Advisory Committee members, Thompson and other senior Administration 
officials from Agriculture, the Small Business Administration, Commerce and Labor will 
participate in a discussion of development strategies in trade affected communities. The public 
meeting will be held at 9:00 a.m., Camino Real Hotel, Salons C & D, 101 El Paso Street in 
downtown El Paso. Congressman Silvestre Reyes will open the session. The list of attendees 
are as follows: 

• Federal Representatives: 

• Mozelle W. Thompson, Principal Deputy Assistant Secretary, Treasury 

• Jeanne Sclater, Deputy Associate Deputy Administrator, Small Business 
Administration 

• James Breedlove, Regional Administrator, Small Business Administration 

• Arthur Campbell, Deputy Under Secretary, Agriculture 
• Steve Levy, Supervisory Program Analyst, Agriculture 

• Phil Singerman, Assistant Secretary, Commerce 
• Pedro Garza, Regional Administrator, Commerce 
• Len Smith, Regional Administrator, Commerce 

• Irasema Garza, Secretary, National Administrative Office, Labor 

RR-2075 
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• John M. Robinson, Deputy Assistant Secretary, Employment and Training 
Administration, Labor 

• Joe Juarez, Regional Administrator, Employment and Training Administration, 
Labor 

Panel Lists 
1. Community & Labor Panel 9:30 a.m. to 10: 15 a.m. 

Carmen Contreras, Acci6n EI Paso 
Emma Duarte, La Mujer Obrera 
Cindy Arnold, La Mujer Obrera 
Bill Arballo, EI Paso Central Labor Union 

2. Business Panel 10:15 a.m. to 10:45 a.m. 

Wes Jurey, El Paso Chamber of Commerce 
Gerardo Romero, Norwest Bank El Paso, NA 
Tanney Berg, South EI Paso Redevelopment & Revitalization Association 
Annette Morales, Levi Strauss Foundation 

3. Academic Panel 10:45 a.m. to 11:30 a.m. 

Dr. Adriana Barrera, EI Paso Community College 
Dr. Tom Fullerton, University of Texas at EI Paso 
Dr. Tim Roth, University of Texas at EI Paso 
Dr. Dennis Soden, University of Texas at EI Paso 

4. Local and State Goyernment Panel 11:30 a.m. to 12:00 p.m. 

Texas State Senator Eliot Shapleigh 
John Edmonson, Consultant to Mayor Carlos Ramirez 
Manny Romero, Chief of Staff to Texas State Representative Norma Chavez 

5. CAIP Panel 1:00 p.m. to 2:00 p.m. 

Hugh Loftus, North American Development Bank 
Peter Necheles, U.S. Treasury Department 
Steve Levy, U.S. Department of Agriculture 
James Breedlove, U.S. Small Business Administration 
Greg Diercks, U.S. Small Business Administration 

6. Other Federal Efforts (Commerce & Labor) 

John M. Robinson, U.S. Department of Labor 
Joe Juarez, U.S. Department of Labor 

2:00 p.m. to 3:00 p.m. 

Pedro Garza, Economic Development Administration (Commerce) 
Len Smith, Economic Development Administration (Commerce) 
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omCE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C.. 20220. (202) 622-2960 

EMBARGOED UNTIL 2:30 P.M. 
November 2l, 1997 

CONTACT: 

TREASURY TO AUCTION CASH MANAGEMENT BILLS 

Office of Financing 
202/219-3350 

The Treasury will auction approximately $35,000 million of ls-day Treasury 
cash management bills to be issued December l, 1997. 

competitive and noncompetitive tenders will be received at all Federal 
Reserve Banks and Branches_ Tenders will ~ be accepted for bills to ~e 
maintained.on the book-entry records of the Department of the Treasury 
(TREASURY DIRECT). Tenders will n2t be received at the Bureau of the Public 
Debt, Washingcon, D.C. 

Additional amounts of the bills may be issued co Federal Reserve Banks as 
agents for foreign and international monecary authoritie~ at che average price 
of accepted competitive tenders. 

This offering of Treasury securities is governed by the terms and 
conditions set forth in the Uniform Offering Circular (31 CFR Part 356, as 
amended) for the sale and issue by the Treasury to the public of marketable 
Treasury bills, notes, and bonds. 

~te that in all Tr@asury bill auctions, includins cash manag@m@ntbills. 
the net long position reporting threshold has been reduced from $2 billion·to 
$1 billion. Also note that CQmpetitive bids in cash management bill auctions 
must be expressed as a discount rate with two decimals, e.g .. 7.10t 

Details abouc the new security are given in the actached offering 
highlights. 
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HIGHLIGHTS OF TREASURY OFFERING 
OF lS-DAY CASH MANAGEMENT BILL 

Offering Amount .............. $35,000 million 

p,scription of Offering: 

November 21, 1997 

Term and type of security ls-day Cash Management Bill 
CUSIP number ................. 912794 7B 4 
Auction date ................. November 25, 1997 
Issue date ................... December 1, 1997 
Maturity date ................ December 16,1997 
Original issue date .......... December I, 1997 
currently outstanding. ....... - - -
Minimum bid amount ........... $10,000 
Multiples .................... $1,000 
Minimum to hold amount ....... $10,000 
Multiples to hold ........... $1,000 

Submission of Bids: 
Noncompetitive bids Accepted in full up to $1,000,000 at the 

average discount rate of accepted 
competitive bids 

Competitive bids ......... (l) Must be expressed as a discount rate with 
two decimals, e.g., 7.10%. 

Kaxtmum Recognized Bid 

(2 ) Net long pOSition for each bidder must be 
reported when the sum ot the total bid 
amount, at all discount rates, and the 
net long position is $1 billion or 
greater. 

(3) Net long position must be determined as 
of one half-hour prior to the closing 
time for receipt of competitive tenders. 

At a Single Yield ...... _ .. 35% of public offering 

Maximum Award ................ 35% of public offering 

Beceipt of Tenders: 
Noncompetitive tenders Prior to 11:00 a.m. Eastern Standard 

time on auction day 

Competitive tenders .......... Prior to ll:30 a.m. Eastern Standara 
time on auction day 

Payment T@rms " ............. Full payment with tender or by charge ~o 
a funds account at a Federal Reserve Bank 
on issue date 



PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt. Washington, DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
November 24, 1997 

CONTACT Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 2-YEAR NOTES 

Interest Rate: 
Series: 
CUSIP No: 

5 5/8% 
AM-1999 
912B273PS 
$320,000 

Issue Date: 
Dated Date: 
Maturity Date: 

December 01, 1997 
November 30, 1997 
November 30, 1999 

STRIPS Minimum: 

High Yield: 5.700% Price: 99.860 

All noncompetitive and successful competitive bidders were awarded 
securities at the high yield. All tenders at lower yields were 
accepted in full. 

Tenders at the high yield were allotted 40%. 

Accrued interest of $ 0.15453 per $1,000 must be paid for the period 
from November 30, 1997 to December 01, 1997. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type Tendered Accepted 

Competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Federal Reserve 
Foreign Official Inst. 

TOTAL 

$ 

$ 

39,205,906 
726,977 

39,934,SB3 

545,175 
1,420,000 

41,903,058 

$ 

$ 

Median yield S.6BO%; 50% of the amount of accep~ed competitive 
tenders was tendered at or belol,N" that rate. 

Low yield 5.630%: 5% of the amount of accepted competitive 
tenders was tendered at or below that rate. 

RR-2077 
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14,278,900 
726,977 

15.007,877 

548,175 
1,420,000 

16,976,052 
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TREASURY SECURITY AUCTION .RESULTS 
BUR~.U OF THE PUBLIC DEET - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
November 24, 19S? 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 13-WEEK BILLS 

Term: 
Issue Dace: 
Maturity Date: 
CUSIP Number: 

90-Day Sill 
November 28, 1997 
February 26, 1999 
9127946F6 

P~_~GE OF ACCEPTED COMPETITIVE BIDS: 

Discou."lt. Investment 
Rate Rate 1/ Price 

------ ---------- ------
Low 5.140% 5.279% 96.715 
Eigh 5.145% S.283t 98.714 
Average 5.145% 5.283t 96.714 

Tenders a~ the hi~h discount rate were allotted 62%. 

AMOUNTS 'TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompe::.itive 

PUBLIC St,~TO':'>'::" 

Federal Reserve 
Foreign Official Inst 

Refu."lced Maturing 
Additional Amoun~s 

TOTAL 

1/ Equivalent coupon-issue yield. 

RR-2078 

$ 

c: ... 

Tendered 

41,488,675 
1,306,760 

~2"9S,4JS 

3,263,150 

490,100 
o 

46,548,7l5 

bttp:/Iwww.puhl1cdebt.treas.gov 

$ 

$ 

Accepted 

5,483,899 
1,30o,7cO 

3,263,150 

490,100 
o 

lO,S43,93~ 



PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt. Washington, DC 20239 

TREASURY SECURITY AUCTION RESULTS 
Bt~U OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEI:..5~ 

November 24, 1997 
CONTACT: Office of Financing 

202-2l9-3350 

RES:''"!..TS OF TREASURY'S AUCTION OF 26-WEEK BILLS 

Term: 
Issue Daee: 
Maturity DaeE:: 
COSIP Number: 

181-Day Bill 
November 28, 1997 
May 26, 1998 
9127944V3 

~~~G3 OF ACCEPTED COMPETITIVE BIDS: 

Disco'-1r..~ Investment 
Ra:; Rate 1/ Price 

------ ---------- ------
Low 2/ = .lES% 5.398%- 97.393 
High 5.20C% 5.413% 97.386 
Average :.l~:%- S.409%' 97.388 

Tenders at th~ hiSh discount rate we~e allotted 17~. 

~~OU~~S TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompetitive 

PUBLIC SlJETOTAL 

Federal Rese!Te 
Foreign Official I~st. 

Refunded M~tu~ing 
Addieional ~~ounts 

TOTAL 

$ 

$ 

Tendered 

27,228,035 
1,011,195 

26,239,230 

3,730,000 

3,000,000 
281,400 

. 
35,250,630 

1/ Equivalent cou~on-issue yield. 
2/ $20,000 was acce~teci at rates below the competitive range. 
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Accepted 

3,278,S95 
1,011,195 

4,290,080 

3,730,000 

3,000,000 
28l,400 

ll,301,4S0 



PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
November 25, 1997 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF IS-DAY BILLS 

Term: 
Issue Date: 
Maturity Date 
COSIP Number: 

IS-Day Bill 
December 01, 1997 
December 16, 1997 
9127947B4 

RANGE OF ACCEPTED COMPETITIVE BIDS: 

Discount Investment 
Rate Rate 1/ Price 

------ ---------- ------
Low 5.53 % 5.61 % 99.770 

High 5.56 % 5.66 % 99.768 

Average 5.56 t 5.66 % 99.768 

Tenders at the high discount rate were allotted 92%. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Federal Reserve 
Foreign Official Inst. 

TOTAL 

1/ Equivalent coupon-issue yield. 

Tendered 
-----------------
$ 89,855,000 

2,000 

89,857,000 

o 
50,000 

-----------------
$ 89,907,000 

RR-2080 
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Accepted 
-----------------
$ 35,157,200 

2,000 

35,159,200 

o 
50,000 

-----------------
$ 35,209,200 

JG HS~~/lB3G JIland 
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PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

TRE.~URY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
November 25, 1997 

CONTACT: Office of Financing 
202-219-3350 

RESL~TS OF TREASURY'S AUCTION OF S-YEAR NOTES 

Interest Rate: 
Series: 
CUSIP No: 
STRIPS Minimum; 

5 3/~%' 
P-2002 
9128273Q3 
$800,000 

High Yield: 

Issue Date: 
Dated Date: 
Maturity Date: 

S.769%- Price: 99.918 

December 01, 1997 
Novembe~ 3D, 1997 
November ~O, 2002 

All noncompetitive and successful competitive bidders were awarCEC 
securities' at the high yield. All tenders at lower yields were 
accepted in full. 

Tenders at the high yield were allotted 40%. 

Accrued inte~est of $ 0.15797 per $1,000 must be paid for the pe:-iod 
from November 30, 1997 to December 01, 1997 . 

. ~Ou~TS TENDERED AND ACCEPTED (in thousands) 

Tender Type Tendered Ac~ept:ed 

competitlve 
Noncompetitive 

PUBLIC SUBTOTAL 

Federal Rese!:"ve 
Foreign Official Inst. 

TOTAL 

$ 

$ 

32,463,510 
311,076 . 

32,774,se6 

400,000 
700,000 

33,874,586 

$ 

$ 

Med~an yield 5.760~: 50% of the amoWLt of accepted competitive 
tenders was tendered at or below that rate. 

Low yield 5.730~: 5% of the amount of accepted competitive 
tenders was tendered at or below that rate. 

RR-20S1 
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10,691,500 
311,076 

~l,002,576 

400,000 
700,000 

:2,102,576 



DEPARTMENT OF THE TREASURY 

omCE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C.. 20220. (202) 622-2960 

EMBARGOED UNTIL 2:30 P.M. 
November 25, 1997 

CONTACT: 

TREASURY'S WEEKLY BILL OFFERING 

Office of Financing 
202/219-3350 

The Treasury will auction two series of Treasury bills totaling 
approximately $14,500 million, to be issued December 4, 1997. This offering 
will result in a paydown for the Treasury of about $1,150 million, as the 
maturing publicly held weekly bills are outstanding in the amount of $15,657 
million. 

In addition to the public holdings, Federal Reserve Banks for their own 
accounts hold $6,490 million of the maturing bills, which may be refunded at the 
weighted average discount rate of accepted competitive tenders. Amounts issued 
to these accounts will be in addition to the offering amount. 

Federal Reserve Banks hold $3,174 million as agents for foreign and 
international monetary authorities, which may be refunded within the offering 
amount 'at the weighted average discount rate of accepted competitive tenders. 
Additional amounts may be issued for such accounts if the aggregate amount of 
new bids exceeds the aggregate amount of maturing bills. 

Tenders for the bills will be received at Federal Reserve Banks and 
Branches and at the Bureau of the Public Debt, washington, D.C. This offering 
of Treasury securities is governed by the terms and conditions set forth in the 
Uniform Offering Circular (31 CFR Part 356, as amended) for the sale and issue 
by the Treasury to the public of marketable Treasury bills, notes, and bonds. 

Details about each of the new securities are given in the attached offering 
highlights. 

000 
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BIGHLIGHTS 01' TRBASORY OFPBRDlGS 01' WBBllLY BILLS 

TO BE ISSUED DBCEKBBR 4, 1997 

Offering Amount ............................. $1,250 million 

Description of Offering. 
Term and type of security ................... 91-day bill 
CUSIP number ................................ 912794 4S 0 
Auction date ................................ December I, 1997 
Issue date .................................. December 4, 1997 
Maturity date ............................... March 5, 1998 
Original issue date ......................... March 6, 1997 
Currently outstanding ....................... $33,740 million 
Minimum bid amount .......................... $10,000 
Multiples ................................... $ 1,000 

The following rules ~pply to all securities mentioned aboyel 

Submission of Bids: 

November 25, 1997 

$7,250 million 

1B2-day bill 
912794 6R 0 

December 1, 1997 
December 4, 1997 
June 4, 1998 
December 4, 1997 

$10,000 
$ 1,000 

Noncompetitive bids ......................... Accepted in full up to $1,000,000 at the average 
discount rate of accepted competitive bids. 

Competitive bids ..................... '" .... (1) Must be expressed as a discount. rate "lith three decimals in 

Maximym Recognized Bid 

increments of .005l, e.g., 7.100%, 7.105%. 
(2) Net long position for each bidder must be reported when the 

sum of the total bid amount, at all discount rates, and the 
net long position is $1 billion or greater. 

(3) Net long position must be determined as of one halt-hour 
prior to the closing time for receipt of competitive tenders. 

at a Single yield ........................ 35% of public offering 

Maximum Award ............................... 35% of public offering 

Receipt of Tenders: 
Noncompet.itive tenders ...................... Prior to 12:00 noon Eastern Standard time on auction day 
Competitive tenders ......................... Prior to 1:00 p.m. Rastern Standard time on auction day 

Payment Terms .... , .......................... Full payment with tender or by charge to a funds account 
at a Federal Reserve Bank on issue date 



DEPARTMENT OF THE TREASURY 

lREASURY fa) NEW S 
omCE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C.. 20220. (202) 622-2960 

FOR IMMEDIATE RELEASE 
November 25, 1997 

Contact: Michelle Lynn Bonner 
(202) 622-2960 

STATEMENT BY TREASURY SECRETARY ROBERT RUBIN 

Today, the Government of Thailand publicly released its economic reform commitments under 
the IMF program, including a detailed timetable on financial sector restructuring. We welcome 
this announcement and it is now very important that Thailand carry through in implementing 
these commitments. We have a strong interest in seeing Thailand succeed in restoring financial 
stability and market confidence. 
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DEPARTMENT OF THE TREASURY 

omCE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C.. 20220. (202) 622.2960 

EMSARGOED UNTIL 12: 00 P. M. 
November 26, 1997 

CONTACT: 

TREASURY'S 52-WEEK BILL OFFERING 

Office Qf Financing 
202/219-3350 

The Treasury will auceion approximaeely 512,000 million of 52-week 
Treasury bills to refund $14,882 million of publicly hela 52-week bills maeuring 
oecember 11, 1997. This offering will result in a paydown for the Treasury of about 
$2,875 million. In addition eo the maturing 52-week bills, there are 515,302 million of 
maeuring publicly held 13-week and 26-week billa. 

. '. 1;n. addit.ion. to the. public:; holdings, Federal Reserve Banks for their ownacc9unts 
hOld $12,992 million of the three maturing bills. These accounts are considered to hold 
$5,060 million of the maturing 52-week issue, which may be refunded ae the weighted 
average discount rate of accepted competi~ive tender~. Amoun~s i8sued to eheGe ~ceount~ 
wil1.b~ in addition eo the offering amount. 

Federal Reserve Banks hold $3,851 million of the maeuring issues as agenes for 
foreign and international monetary authorities. These may be refunded within the 
offering amount at ehe weighted average discount rate of accepted competitive tenders. 
Additional amounts may be issued for such accounts if the aggregate amount of new bids 
exceeds the aggregate amount of maturing bills. For purposes of determining such 
additional amounts, foreign and international monetary authorieies are considered 
to hold $1,201 million of the maturing 52-week issue. 

Begipninq with the auetio~of Treasury bills held on November 10, 1997, competitive 
bids in all weekly and S~-week bill auctions must be expressed as a discount rate with 
three decimals in increments of .005% e,g., 7.100%, ?10Si. Competitive bids in cash 
management bill auctions will seill be expressed as a discount rate with two deCimals, 
e.g. '7.S3%. 

Also beginning with the Treasury bill auction on Noyember 10, 1997, and applying to 
all Treasury bill auctions, including cash ma~agement bills, the net long position 
reporting threshold has been reduced from 52 billion eo $1 billion. 

The.Uniform Offering Circular (31 ClF Pare 356) has been amended to reflece these 
changes. 

Tenders for the bills will be received a~ Federal Reserve Banks and Branches and 
at the Bureau of the Public Debt, Washington, D.C. This offering of Treasury securities 
is governed by the terms and conditions set forth in the Uniform Offering Circular (31 
CFR Part 356, as amended) for the sale and issue by the Treasury to the public of 
marketable Treasury bills, notes, and bonds. 

Details about the new securiey are given in the attached offering highlights. 
000 
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HIGHLIGHTS OF TREASURY OFFERING OF 52-WEEK BILLS 
~ BE XSSUBD DBCEMBER 11, 1997 

November 26, 1997 

Offering.Amount .............. $12,000 million 

Deschiption of Offering: 
Term and type of security 364-day bill 
CUSIP number ................. 912794 SC 4 
Auction date ................. December 4, 1997 
Issue date ............. '" .. , December 11, 1997 
Maturity date ................ December 10, 1998 
Original issue date .......... December 11, 1997 
Ma~urins amoun~ .............. ~ZO,542 million 
Minimum bid amount ........... $10,000 
Multiples .................... Sl,OOO 

Submission of Bids: 
NonQompetie~ve biQ8 

Competitive bids ......... (1) 

(2) 

(3) 

Maxtmum Recognized Bid 

Accepted in full up eo $1,000,000 ac the 
average discount rate of accepted 
competitive bids 
Must be expressed as a discount rate with 
three decimals in increments of .005%, 
e.g., 7.100%, 7.105%. 
Net long p03ition for each bidder must be 
reported when the sum of the total bid 
amount, at all discount rates, and the 
net long position. is $1 billion or 
greater. 
Net long position must be determined as 
of one half-hour prior to the closing 
time for receipt of competitive tenders. 

at a Single Yield ......... 35% of public offering 

Kax~ Award ................ 35% of public offering 

Receipt of Tenders: 
Noncompetitive tenders Prior to 12;00 noon Eastern Standard 

time on auction day 

Competitive tenders -. - ....... Prior to 1;00 p.m. Eastern Standard 
time on aucLion day 

Payment Terms ...... - ......... Full payment with tender or by charge 
to a funds account at a Federal Reserve 
Bank on issue date 



federal financing 
WASHINGTON, D.C. 20220 

bonkNEWS 
November 26, 1997 FEDERAL FINANCING BANK 

Charles D. Haworth, Secretary, Federal Financing Bank (FFB), 
announced the following activity for the month of October 1997. 

FFB holdings of obligations issued, sold or guaranteed by 
other Federal agencies totaled $48.7 billion on October 31, 1997, 
posting a decrease of $1,246.4 million from the level on 
September 30, 1997. This net change was the result of a decrease 
in holdings of agency debt of $1,254.5 million, in holdings of 
agency assets of $0.1 million, and an increase in holdings of 
agency guaranteed loans of $8.2 million. FFB made 60 
disbursements during the month of October. FFB also received 23 
prepayments in October. 

Attached to this release are tables presenting FFB October 
loan activity and FFB holdings as of October 31, 1997. 
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BORROWER 

AGENCY DEBT 

FEDERAL FINANCING BANK 
OCTOBER 1997 ACTIVITY 

DATE 
AMOUNT 

OF ADVANCE 

RESOLUTION TRUST CORPORATION 

*Note 29 /Advance #1 10/1 $1,374,983,396.43 

U.S. Postal Service 10/1 $296,500,000.00 
U.S. Postal Service 10/1 $550,000,000.00 
U.S. Postal Service 10/2 $80,900,000.00 
U.S. Postal Service 10/2 $550,000,000.00 
U.S. Postal Service 10/3 $27,500,000.00 
U.S. Postal Service 10/3 $1,300,000,000.00 
U.S. Postal Service 10/6 $37,600,000.00 
U.S. Postal Service 10/6 $1,575,000,000.00 
U.S. Postal Service 10/7 $34,600,000.00 
U.S. Postal Service 10/7 $1,350,000,000.00 
U.S. Postal Service 10/8 $1,336,000,000.00 
U.S. Postal Service 10/9 $1,175,000,000.00 
U.S. Postal Service 10/10 $103,400,000.00 
U.S. Postal Service 10/10 $1,000,000,000.00 
U.S. Postal Service 10/14 $212,700,000.00 
U.S. Postal Service 10/14 $725,000,000.00 
U.S. Postal Service 10/15 $160,900,000.00 
U.S. Postal Service 10/15 $75,000,000.00 
U.S. Postal Service 10/15 $500,000,000.00 
U.S. Postal Service 10/16 $109,500,000.00 
U.S. Postal Service 10/16 $400,000,000.00 
U.S. Postal Service 10/17 $135,300,000.00 
U.S. Postal Service 10/17 $1,000,000,000.00 
U.S. Postal Service 10/17 $100,000,000.00 
U.S. Postal Service 10/20 $87,900,000.00 
U.S. Postal Service 10/20 $100,000,000.00 
U.S. Postal Service 10/20 $1,400,000,000.00 
U.S. Postal Service 10/21 $46,700,000.00 
U.S. Postal Service 10/21 $1,325,000,000.00 
U.S. Postal Service 10/22 $130,300,000.00 
U.S. Postal Service 10/22 $1,100,000,000.00 
U.S. Postal Service 10/23 $180,300,000.00 
U.S. Postal Service 10/23 $850,000,000.00 
U.S. Postal Service 10/23 $50,000,000.00 

S/A is a Semi-annual rate. 
* maturity extension or interest rate reset 

FINAL 
MATURITY 

1/2/98 

10/2/97 
10/2/97 
10/3/97 
10/3/97 
10/6/97 
10/6/97 
10/7/97 
10/7/97 
10/8/97 
10/8/97 
10/9/97 
10/10/97 
10/14/97 
10/14/97 
10/15/97 
10/15/97 
10/16/97 
10/16/97 
10/16/97 
10/17/97 
10/17/97 
10/20/97 
10/20/97 
10/20/97 
10/21/97 
10/21/97 
10/21/97 
10/22/97 
10/22/97 
10/23/97 
10/23/97 
10/24/97 
10/24/97 
10/24/97 
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INTEREST 
RATE 

5.187% S/A 

5.354% S/A 
5.187% S/A 
5.322% S/A 
5.229% S/A 
5.278% S/A 
5.197% S/A 
5.332% S/A 
5.153% S/A 
5.312% S/A 
5.207% S/A 
5.187% S/A 
5.218% S/A 
5.381% S/A 
5.259% S/A 
5.332% S/A 
5.256% S/A 
5.312% S/A 
5.207% S/A 
5.207% S/A 
5.321% S/A 
5.187% S/A 
5.298% S/A 
5.196% S/A 
5.196% S/A 
5.343% S/A 
5.173% S/A 
5.173% S/A 
5.322% S/A 
5.218% S/A 
5.405% S/A 
5.197% S/A 
5.373% S/A 
5.280% S/A 
5.280% S/A 



BORROWER 

1-

AGENCY DEBT 

U.S. postal 
U.S. postal 
U.S. Postal 
U.S. postal 
U.S. postal 
U.S. Postal 
U.S. Postal 
U.S. Postal 
U.S. Postal 
U.S. Postal 
U.S. Postal 
U.S. Postal 
U.S. Postal 
U.S. Postal 
U.S. Postal 
U.S. Postal 

Service 
Service 
Service 
Service 
Service 
Service 
Service 
Service 
Service 
Service 
Service 
Service 
Service 
Service 
Service 
Service 

FEDERAL FINANCING BANK 
OCTOBER 1997 ACTIVITY 

AMOUNT 
DATE OF ADVANCE 

10/24 $59,800,000.00 
10/24 $800,000,000.00 
10/24 $50,000,000.00 
10/27 $20,700,000.00 
10/27 $700,000,000.00 
10/28 $60,200,000.00 
10/28 $400,000,000.00 
10/28 $25,000,000.00 
10/29 $137,500,000.00 
10/29 $150,000,000.00 
10/29 $25,000,000.00 
10/30 $107,500,000.00 
10/30 $50,000,000.00 
10/31 $183,400,000.00 
10/31 $700,000,000.00 
10/31 $50,000,000.00 

GOVERNMENT - GUARANTEED LOANS 

GENERAL SERVICES ADMINISTRATION 

Foley Services Contract 10/3 $317,791.53 
Foley Services Contract 10/3 $105,192.82 
Foley Square Office Bldg. 10/3 $122,161.00 
HCFA Headquarters 10/8 $3,118.62 
Atlanta CDC Office Bldg. 10/9 $777.98 
Chamblee Office Building 10/22 $2,737,663.97 

GSA/PADC 

rCTC Building 10/20 $11,002,385.00 

RURAL UTILITIES SERVICE 

+Northwest Electric #912 10/3 $764,003.13 
+Northwest Electric #912 10/3 $815,577.17 
Beaver Creek Coop. #391 10/10 $773,000.00 
TeX-La Electric #389 10/27 $650,000.00 
S. Central Indiana #456 10/28 $3,696,000.00 

S/A is a semi-annual rate: Qtr. is a Quarterly rate. 
+ 306C ref inancing 
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FINAL INTEREST 
MATURITY RATE 

10/27/97 5.392% S/A 
10/27/97 5.248% S/A 
10/27/97 5.248% S/A 
10/28/97 5.332% S/A 
10/28/97 5.267% S/A 
10/29/97 5.499% S/A 
10/29/97 5.207% S/A 
10/29/97 5.207% S/A 
10/30/97 5.436% S/A 
10/30/97 5.374% S/A 
10/30/97 5.374% S/A 
10/31/97 5.415% S/A 
10/31/97 5.311% S/A 
11/3/97 5.454% S/A 
11/3/97 5.290% S/A 
11/3/97 5.290% S/A 

7/31/25 6.395% S/A 
7/31/25 6.395% S/A 
7/31/25 6.395% S/A 
7/1/25 6.323% S/A 
9/2/25 6.452% S/A 
4/1/99 5.862% S/A 

11/2/26 6.548% S/A 

12/31/18 6.175% Qtr. 
12/31/18 6.175% Qtr. 
12/31/13 6.199% Qtr. 
3/31/06 6.097% Qtr. 
12/31/31 6.599% Qtr. 



Program 
Agency Debt: 
Export-Import Bank 
Resolution Trust Corporation 
U.S. Postal Service 

sUb-total* 

Agency Assets: 
FmHA-RDIF 
FmHA-RHIF 
DHHS-Health Maintenance Org. 
DHHS-Medical Facilities 
Rural utilities Service-CBO 
Small Business Administration 

sub-total* _ 

Government-Guaranteed Loans: 
DOD-Foreign Military Sales 
DoEd-HBCU 
DHUD-Community Dev. Block Grant 
DHUD-Public Housing Notes 
General Services Administration + 
DOl-Virgin Islands 
DON-Ship Lease Financing 
Rural Utilities Service 
SBA-State/Local Development Cos. 
DOT-Section 511 

sub-total* 

grand-total* 

*figures may not total due to rounding 
+does not include capitalized interest 

FEDERAL FINANCING BANK 
(in millions) 

October 31. 1997 September 30. 1997 

$ 1,294.6 $ 1,294.6 
1,150.6 1,375.0 

933.4 1.963.5 
3,378.5 4,633.0 

3,675.0 3,675.0 
13,530.0 13,530.0 

3.9 3.9 
13.0 13.0 

4,598.9 4,598.9 
0.0 0.1 

21,820.7 21,820.8 

3,045.6 3,048.3 
0.7 0.7 

34.2 35.7 
1,561.4 1,561.4 
2,431.8 2,419.7 

18.7 18.7 
1,308.1 1,308.1 

14,824.5 14,819.3 
269.9 274.9 

h.2. J.9 
23,498.8 23,490.6 

========= ========= 
$ 48,698.1 $ 49,944.4 
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Net Change FY '97 Net Change 
10/1/97-10/31/97 10/1/96-10/31/97 

$ 0.0 $ 0.0 
-224.4 -224.4 

-1,030.1 -l,OJO.l 
-1,254.5 -1,254.5 

0.0 0.0 
0.0 0.0 
0.0 0.0 
0.0 0.0 
0.0 0.0 

-0.1 -0.1 
-0.1 -0.1 

-2.7 -2.7 
0.0 0.0 

-1.5 -1.5 
0.0 0.0 

12.2 12.2 
0.0 0.0 
0.0 0.0 
5.2 5.2 

-5.0 -5.0 
0.0 0.0 
8.2 8.2 

========= ========= 
$ -1,246.4 $ -1,246.4 



DEPARTMENT OF THE TREASURY 

omCE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C.. 20220. (202) 622-2960 

FOR IMMEDIATE RELEASE 
November 28, 1997 

Contact: Michelle Lynn Bonner 
(202) 622-2960 

U.S. TREASURY OFFICIAL HOSTS ROUNDTABLE CONVERSATION ON RACE 

Treasury Deputy Assistant Secretary Alex Rodriguez hosted a discussion called One America: 
Conversations that Bring Us Together as part of President Clinton's Initiative on Race. The 
roundtable was conducted Wednesday in Boston, MA, and was also hosted by Bettie Baca, the 
Senior Advisor to the Administrator at the Small Business Administration. 

"Building one America is our most important mission ... money cannot buy it. Power cannot 
compel it. Technology cannot create it. It can only come from the human spirit," said President 
Clinton'on June 14, 1997. 

The One America Conversation held in Boston was part of a national effort to move the country 
closer to a stronger, more just, unified America, one that offers opportunity and fairness for all 
Americans. It was a chance for citizens in Boston to be a part of a great national conversation. 
The President is asking all Americans to join him in a national effort to address the issues of race 
and share their ideas about how we can build One America together. This effort combines 
thoughtful study, constructive dialogue, and positive action to address the continuing challenge 
of how to live and work more productively as One America in the 21st century. 

Following each One America Conversation, a report is sent to the White House and a monthly 
report will be written for the President and others in his Administration. The purpose of the One 
America Conversations is to give its citizens around the nation an opportunity to share their 
concerns and ideas with the White House. 

For more information, please visit the One America website at 
www.whitehouse.govlInitiatives/OneAmerica. 
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PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAQ OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIJI.TE RELEASE 
December 01, 1997 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 13-WEEK BILLS 

Term: 
Issue Date: 
Maturity Date: 
CUSIP Number: 

9l-Day Bill 
December 04/ 1997 
March 05/ 1998 
9127944S0 

R~GE OF ACCEPTED COMPETITIVE BIDS: 

Discount Investment 
Rate Rate 1/ Price 

------ ----- ... ---- ------
Low 5.080% 5.217% 98.716 
High 5.110~ S.2S0%- 98.708 
.~vera.S".; 5.110% 5.250% 98.708 

Tende~s at the high discount rate were allotted 68%. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tenc.e~ Type 

Compet.itive 
Noncoi.'.pet i t i ve 

pu=I.,IC SUBTOTAL 

Federal Reserve 
Forel~ Official Inst. 

Re:unded Maturing 
Additional Amounts 

TOTA!. 

$ 

$ 

Tendered 

35,127,616 
1,26l,195 

36;368,811 

3/339,~S5 

753,214 
181,786 

40,723,766 

1/ Equivalant coupon-issue yield. 
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$ 

$ 

Accepted 

5,238,256 
1/261,195 

6,499,451 

3,399,955 

753,214 
181,786 

10,834,406 



PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington. DC 20239 

TREASURY SECURrry AUCTION RESULTS 
BURE.~U OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
December 01, 1997 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 26-WEEK BILLS 

Term: 
Issue Date: 
Maturi<:y Dat.e: 
CUSIP Number: 

182-Day Bill 
December 04, 1997 
June 04, 1998 
9127946RO 

~~GE OF ACCEF~ED COMPETITIVE EIDS: 

DiSCOw'"lt Investment 
Rate Rate 1/ Price 

------ ---------- ------
Low 5.180% S.394%" 97.381 

High 5.200~ S.41S%' 97.371 

Average 5.195% 5.408% 97.374 

7enders at the high d~scount rate we~e allott.ed 40%. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tenc.er Type 

Competit.ive 
Nonco:npetit.ive 

PUBLIC SUBTOTAL 

Federa:" Reserve 
Foreign Official Inst.. 

Refunded Maturing 
Add~t.ional Amounts 

TOTAL 

1/ EquivalenL coupon-issue yield. 

RR-2088 

$ 

$ 

Tendered 

30,722,999 
1,052,604 

31,805,603 

3,090,000 

2,420,886 
584,114 

37,900,603 

http://www.pubUcdebt.tre.as.gov 

$ 

s 

.n..ccept:ed 

3,763,510 
1.082,604 

4,860,114 

3,090,000 

2,420,036 
584,114 

10,961,114 
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OmCE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C.. 20220. (202) 622-2960 

FOR IMMEDIATE RELEASE 
Remarks as Prepared for Delivery 
December 2, 1997 

Contact: Beth Weaver 
(202) 622-2960 

STATEMENT BY TREASURY UNDER SECRET ARY RAYMOND W. KELLY 
INTERNET ONLINE SUMMIT:FOCUS ON CHILDREN 

I want to commend you, America Online, and the other industry leaders for taking a 
proactive role in protecting our children from sexual predators. Your efforts -- our efforts -
amount to a common sense approach. We want unfettered access to information everywhere. 
Simultaneously, we want to stop those who exploit new technology to commit crimes against 
children. Instead of denying or understating the problem, as some industries have done when 
faced with criticism, you have joined with law enforcement to arrive at solutions. That's the way 
it should be. 

I also want to commend Ernie Allen and the National Center for Missing and Exploited 
Children. Before coming to the Treasury Department, I had the great privilege of serving on the 
board of the national Center. So I had the opportunity, firsthand, to see how the Center helps 
exploited children. The Center keeps the plight of exploited children on the front burner and keeps 
them in the forefront of the national conscience. 

Attorney General Janet Reno has been a steadfast champion of the same cause. She puts 
the safety of our children and adherence to the law first. The Treasury Department is proud to be 

part of this team. 

Treasury's enforcement bureaus have been engaged in this fight for a long time and we are 
in it to stay. Unfortunately, the sexual exploitation of children is nothing new. It pre-dates the 
Internet by far. The Internet is just another means to an end for the pornographer or the 
pedophile. The automobile has been used by generations of pedophiles to lure an abduct 
children. Law enforcement's answer was not to ban the car. It was to warn children to stay out 
of stranger's cars. Now we are giving parents the tool to lock the strangers out of the house, or 

at least out of the children's room. 

We at Treasury have no interest in limiting the vast informational reach of the Internet. The 
technology is inevitable. We want what law enforcement has always wanted: to keep the predator 
away from its prey. It is important for law enforcement to keep its eye on the crime, as opposed 

to the technology. 
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Child pornography, for example, is a crime we are committed to fighting, The delivery 
system is incidental. Long before the Internet existed, the Customs Service was making child 
pornography cases against importers who tried to smuggle the material into the United States, 
hidden among legal imports. Customs not only seized the material, but went after the recipients 
as well. Customs found that about half of the people receiving child pornography admitted to 
being child molesters. 

The Internet is a faster, cheaper and safer way for child pornographers to move their 
product so the child pornographers are using it, as are pedophiles in search of their prey. 

Customs has created a cyber smuggling center to help combat this phenomenon. The 
result is that Customs is making several arrest each week in this area. In the 1997 fiscal year, 
Customs activities resulted in 162 convictions and 167 seizures. 

Because of the foreign nexus, we have been receiving an increasing number of referrals 
from abroad. Customs has produced training programs in computer-related child exploitation. It 
has provided training to police, prosecutors and judges in the United Kingdom, Argentina, 
Canada, Greece, Australia, Japan and Russia. Similar training has been provided to state and 
local police in the United States. 

Another of Treasury's enforcement bureaus, the Secret Service, has been active in 
combating the abuse of the Internet and computer technology. The Secret Service is especially 
interested in combating financial crimes, but is also engaged in the fight against child abuse. The 
Secret Service has provided state and local police, as well as the National Center for Missing and 
Exploited Children, its expertise in various areas including age progression drawing, voice 
analysis, handwriting analysis, polygraph examinations and chemical analysis of materials. 

In addition to being concerned about pornographers and pedophiles abuse of the Internet, 
Treasury and the Secret Service, are working to stop Internet use in credit card fraud. We are 
also fighting its use in the counterfeiting of currency, food stamps, money orders and stocks and 
bonds. Treasury is also concerned about the technology's money laundering potential. 

Regardless of the various missions of the law enforcement community, nothing strikes a 
more responsive chord than when the threat is directed at children. That's true at Treasury and 
that's true the world over. Children have a way of uniting us better than anyone or anything else. 
As a result, we have dedicated partners in crime-fighting all around the world. 

And I have the pleasure of knowing and working closely with one of them who is with us 
today. He is without doubt, one of the most knowledgeable and dedicated crime fighters on the 
planet. It is my pleasure to introduce our next speaker, the Secretary General oflnterpol, the 
Honorable Raymond Kendall. 
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DEPARTMENT OF THE TREASURY 

omCE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C.. 20220. (202) 622-2960 

mGARGOBl) UNTIL 2: 30 P. M . 
Deeember 2, 1997 

CONTACT: 

TREASURY'S WEEKLY BILL OFFERING 

Office of FiDancing 
202/2l9-33S0 

The ~reasury will auction two series of Treasury.bills total~g 
approximately $14,500 million, to be issued December 11, 1997_ This offeri~ 
will result in a paydown for the Treasury of about $800 million, as ~ maeuring 
publicly held l3-week and 26-week bills are outstanding in the amount of 
$lS,302.million. In addition to the maeuring ~3-week and 26-week bills, tbere 
are $1',882 million of maturing publicly held 52-week bills. The disposition of 
this latter amount was announced last week. 

In addi~ion to the public holdings, Federal Reserve Banks for their own 
accounts hold $12,992 million of the maturing bills. These accounts are 
considered to hold $7,332 million of the maeuring 13-week and 26-week issues, 
which may be refunded at the weigneed average discount rate of accepted 
cQmpecitive tenders. Amounts issued to these accounts will be ~ addition to 
the offering amount. 

Federal Reserve Banks bold $3,754 million of the maturing bills as agents 
for foreign and internacional Monetary aucnorit1e&. These may be refunded 
within the offering amount at the weign~ed average discount rate of accepted 
coatpetitive .. eenders. Adcii.ti.onal amounts. may be issued for such aceo\mts if. t.he 
aggregate amount of new bids exceeds the aggregate amount of maturing bills. 
Per purposes of determining such additional amounts, foreign and internAtional 
monetary authorit1es are considered to hold $2.553 mdllion of the original ~3-
week and 26-week issues. 

Tenders for the bills will be received at Federal Reserve Banks and 
Branches and at the Bureau of the Public Debt, Washington, D.C. This offering 
of Treasury securities is governed by the te~ and conditions set !ortn in the 
Uniform Offering Circular (31 CFR Part 356, as amended) for the·sale and issue 
by the Treasury to the pub~ie of marketable Treasury bills, notes, and bcllds. 

Details about:. each of the new securities !are given in the a'tt:.ac:hed offering 
h.ighlights. 
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RIOHLIOHTS or TRBASURY OFrBRINGS ow "EaKLY BILLS 
TO DB 19BOBD DBCBKBBR 11, 1'97 

Offering AmQunt ............................. $7,250 m~llion 

Dogcription of Offoringr 
Term and type of security ................... 91-day bill 
CUSIP number .............. , ................. 9U794 60 4 

Auction date ................................ December 8, 1997 
[BBue date ............... , ................... December II. 1997 

~aturity date ............................... March 12, 1998 
Original iuue date ......................... September 11, 1997 
Currently outstanding .......... '" .......... $11,B41 million 
Winimum bid amount .......................... $10,000 
~ulfiple9-:~:.': .......................... '" .'$ 1,000 

the following rules apply to III gacuritiea mentioned abovol 

Submission of Bids: 

December 2" 1997 

$7,250 million 

182 -day bill 
912794 6S B 

December 8, 1997 
December 11, 1997 
June 11, 199B 

December 11, 1997 

$10.,000 
'$-- r-;ooo 

~oncompetitjve bld~ .. , ...... , ............. _ . Accepted in full up to $1.000,000 at ~he average 
discount rate of accepted competitive bids. 

Competitive bids .. , _ .............. _ ......... (1) Must be expreBsed as a discount rate with three decimals in 

Maximum Recognized Bid 

increments of .oost, e.g., 7.100', 1.105\. 
(2) Net long position for each bidder must be reported when the 

sum of the total bid amount, at all discount rates, and the 
net long position is $1 billion or greater. 

III Net long position must be determined as of one half-hour 
prior to the closing time [or receipt of competitive tenders. 

at a Single Yield ................ , ....... 35' of public offering 

Haximum Award ........ ',' ... " ................ 1St of public offering 

lcceipt of Tenderg: 
Noncompetitive tenders ...................... Prior to 12:00 noon Eastern Standard time on auction day 
competitive tenders .................. , ...... Prior to 1:00 p.m. Eastern Standard time on auction day 

Payment Terms ............................... Fuil payment with tender or by charge to a funda account 
at a Federal Reserve Bank on issue date 



DEPARTMENT OF THE TREASURY 

omCE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C.. 20220. (202) 622-2960 

FOR IMMEDIATE RELEASE 
December 3, 1997 

Contact: Kelly Crawford 
(202)622-2960 

STATEMENT OF TREASURY SECRETARY ROBERT E. RUBIN 

South Korea and the International Monetary Fund (IMF) reached an agreement today on an 
economic refonn program that commits Korea to important policy adjustments aimed at restoring 
stability. The United States welcomes the program, which includes significant fmancial 
restructuring and measures to open Korea's financial markets to foreign participation and improve 
corporate governance as well as important macroeconomic policy changes. 

The program will be supported by financing from the IMF, the World Bank and the Asian 
Development Bank (ADB). Also, the Korean government will seek to raise fmancing in 
international private capital markets as soon as possible. 

The United States, along with a number of other countries from around the world, is prepared to 
provide additional, contingent financing to reinforce the Korean program. This support could be 
made available for a temporary period, if necessary, to supplement the resources made available 
by the International Financial Institutions and those raised on the private markets. It would be 
conditioned on the implementation of the appropriate set of macroeconomic and structural policies 
supported by the IMP, the World Bank and the ADB. The United States is prepared to provide 
up to $5 billion in assistance from the Treasury's Exchange Stabilization Fund toward this effort. 

We have a vital national economic and security interest in helping Korea to restore market stability 
as soon as possible. Korea is the world's eleventh largest economy and a major ally and trading 
partner of the United States. In this new global economy, American stability and prosperity is 
closely linked with the stability of the international financial system and the strength of our trading 
partners. 
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DEPARTMENT OF THE TREASURY 

omCE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C.. 20220. (202) 622-2960 

EMBARGOED UNTIL 5PM EST 
Remarks As Prepared for Delivery 
December 3. 1997 

Secretary Robert E. Rubin 
Catholic University of Chlle 

Santiago, Chile 

It is a pleasure to speak at this University which has produced so many of Chile's leaders in 
econo:rnic affairs, including Minister of Finance Aninat. We meet at a time when recent events in 
global financiallll3I'kets have raised a munber of important issues -- for Asia, for Latin America, for 
all countries. In this context, I'd like to make some observations about the remarkable progress 
made by emerging markets and about the lessons to be learned from recent developments. 

Much has changed since I studied economics at Harvard University. When I was a student 
and a young man learning the ways of Wall Street, U.S. businesses focused largely on the American 
market and many govenunents were committed to protectionism, state enterprise, and closed 
financial systems. Now a global economy has emerged; and trillions of dollars of goods and capital 
flow around the globe every year. Today, almost all large businesses function internationally and 
there js broad-based agreement among governments on the importance of strong free market 
fundamentals. 

Emerging markets aro~d the world have benefitted enonnously from these changes. 
Although much remains to be done, market-based policies and dramatically increased international 
flows of private capital have lifted millions out of poverty. Thirty years ago, most developing 
countries were extremely poor and were seen only as the recipients of foreign aid. Now many 
nations in Asia and Latin America have established a record of economic success -- some over 
decades and some over more recent years -- based in large measure on forward looking economic 
poliCies -- sound macroeconomic policies, ~tructural refonns and openness to trade and investment. 
In many respect~ Chile has had a long record of effective reform, and it has reaped the benefits -
its growth has been three times the Latin American average over the past decade. 
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Sustained growth in emerging markets is enormously important to the economic interest of 
the United States, as well. obviously, to the emerging market countries, since forty percent of U.S. 
trade is with developing countries. Our national security is also greatly enhanced· by economic 
success in emerging market countries. And, ever since World War II, we have been very active -
both bilaterally and through multilateral institutions such as the World Bank, the IMF, the IDB and 
the WTO, promoting growth and refonn in emerging and transition economies. I had originally 
intended to discuss refonn and its challenges in the years ahead as the students here take their place 
in the world, but in view of the financial instability of recent months and its great importance to the 
global economy, especially the emerging economies, I decided instead to discuss some observations 
we draw from the recent developments. 

This financial instability is obviously an event of immense, inunediate importance to the 
global economy. Depending on our reactions, however, it can lead to long term problems, or it can 
lead to healthy adjustments in the global economy and, after a pause in growth in some emerging 
countries, a continuation of sustained growth and improved standards of living in the emerging 
world. With that, let me make several observations. 

First, it's important to draw the right, not the wrong lessons. from recent developments. This 
is no time to tum one's back on the strategies for economic success that has been so crucial to 
emerging markets worldwide. If there is an overarching lesson to draw from recent events, it is the 
following: While ,the reforms pursued by many emerging market economies in Asia and Latin 
America have led to significant economic progress, no country can afford to let that progress deter 
them from dealing with unresolved issues. Some countries have followed the sound market-based 
policies in a munber of respects, but left critical problems in some areas. The countries in Asia, for 
example, have great underlying strengths, such as high savings rates, finn conunitments to education 
and strong work ethics. And they in critical ways also have had market based economies and sOWld 
policies -- all of which make them well-positioned to sustain high rates of economic growth going 
forward. But where weak financial sectors or other policy weaknesses remained unaddressed, these 
problems took the inevitable toll we see today. This financial instability should cause all of us -- in 
emerging and industrial countries -- to redouble our focus on sound policy and in meeting the 
remaining challenges all of us have -- that Brazil, for example, has done with measures recently 
announced to deal with certain of its issues. 

Second, at this time of turmoil it is important to remember that one of the major reasons for 
the economic success of developing nations in Asia, as in Latin America, has been the development 
of global fInancial markets. These markets have produced a vast increase in private sector capital 
flowing to developing countries around the world, financing investment and growth in amounts that 
were unimaginable twenty-five years ago. And I believe that continued openness to global capital 
flows will be just as important to the emerging economies over the next twenty-five years. 

lbird) even taking into account the current difficult period, emerging market economies -
in some cases for decades and in other cases for y~ars -- have greatly increased their per capita 
income. It is worth recalling that per capita income in Korea was on a par with the average income 
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in sub· Sahara Africa in the 1960s. Now, despite the depreciation of the WOll in recent weeks, 
Korea's per capita income is more than twenty times higher. I might add that one conclusion is to 
greatly increase the focus of the international community on promoting growth in Africa. Here is 
Latin America, per capita income growth over the same period has been lower, due in part to the 
stagnation of the 1980s, but in recent years the region has been on a strong economic track ,
grounded in good policy. Chile's record over the past ten years -- with per capita income rising 70 
percent •• is impressive by any standard. 

Fourth, those countries that hold finn to a sound policy path are likely to be less affected by 
financial instability and to recover more quickly. This isn't to say that countries will be immune to 
contagion -- pull backs from emerging markets-are likely to have effects pretty much across the 
board ~- but sound economies will be affected least and recover more rapidly, as evidenced by the 
relatively better performance of a number of emerging country markets over recent weeks. 

Fifth, one of the lessons of financial crises that have occurred over the last several years -
in Asia and elsewhere -- is that when there are financial crises, they tend to be either precipitated by 
or exacerbated by problems in the financial system. In a global capital market, a country's financial 
system can be its most valuable asset, or its greatest liability. Establishing a strong framework of 

, regulatory policies and institutions to underpin the financial sector -- as well as improving the 
management and expertise inside financial institutions -- is key to maintaining stability. Banks need 
to operate with transparency and on a 1ruly corrunercial basis, maintaining independence both from 
the dictates of govenunent policy and from those to which they lend. 

Many countries have had financial sector problems, as did the United States in the 1980's and 
early 1990's. But throughout the hemisphere we have seen good progress in making banks stronger, 
in strengthening regulatory policies and institutions, and in integrating our financial sectors through 
increased cross-border investment. That has been strongly supported by the work of the Committee 
on Hemispheric Financial Issues, hosted by Chile. 

Sixth, money is not the answer. SOl,llld policy is, though international support may be 
necessary to get through a difficult period. In that regard, 1 believe that Mexico is a good example. 
After Mexico experienced the peso crisis in 1995, the international community took action with a 
financial package to give Mexico the breathing room it needed to stabilize. That support helped, but 
the indispensable key were the sound economic policies pursued by President Zedillo and Finance 
Minister Ortiz. And now Mexico is expected to grow by 7 percent in 1997. Following the right 
policy path is not easy. Countries will have a difficult time, politically and socially, as they go 
through the needed adjustments. This can often be very painful, as it was in Mexico, before the 
recovery based on sound policy takes hold. To implement a successful reform program requires 
countries to take ownership of the adjustment measures and to make a commitment to sus.tain them. 
But when sound policies are pursued, confidence·· and cap,ital-- return. 

Seventh and final, the international community must redouble its focus on improving 
measures to prevent financial crises and, when they OCClli, to deal with them effectively and with 
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minimum contagion. In effec~ our international mechanisms must be as modern as the market place. 
We made a start with the initiatives laWlch at the G-7 Sununit in Halifax in 1995, and now we have 
to see what can be learned from the current financial instability to carry this process forward. 

Some critics would argue that if you insulate countries from the consequences of unsound 
policy decisions by offering flnancial support'during economic crises, then you encourage countries 
to make bad policy decisions -- often referred to as the moral hazard issue. But as I just mentioned, 
countries that develop problems R. as did Mexico -- inevitably pay a heavy economic price even as 
they have recovered with the aid of international fmanciaJ support. So I do not believe that as to 
countries, that there is a moral hazard issue. Investors, too, should be subject to the discipline of 
risk, and that's an issue the international ftnancial community together must continue to address. 

These lessons are important to consider as we work together in this hemisphere to promote 
stability and growth. While the financial instability in Asia has affected Latin American markets, 
the effect has been less here than elsewhere. No one can predict the future, and no one can say with 
certainty how the Asian economic and financial situation is going to evolve or what effect it might 
have on Latin America. But I believe that the progress this region has made in pursuing a sound 
policy path and in strengthening financial markets has better positioned it to withstand financial 
turbulence and to sustain'economic growth. 

Chile is in a particularly strong position to continue to grow and prosper -- in part because 
of its long history of sound policy -- and it continues to be a true leader in Latin America in 
economic r~forms. The results demonstrate how impressive Chile's progress has been: Economic 
growth has averaged 7 percent over the past ten years; inflation has fallen steadily to singJe digits; 
the poverty rate has fallen by half since 1987; and the goverrunent has nm fiscal surpluses every year 
this decade. In addition, Chile has many strengths that will contribute to long term growth such as 
a national savings rate which has nearly tripled in the last ten years to 29 percent of GDP. a 
commitment to education reform, and pension reform. which has restored financial solvency to the 
retirement system while deepening domestic capital markets. 

As much as Chile has accomplished, there are of course challenges your nation and, in 
particular, future policymakers face. Chief among these, it would seem is too large income 
inequality, even though the poverty rate has fallen substantially in recent years. This is a problem 
that the United States shares in some fair measure. A strong economy and social cohesion are 
related, and both would benefit from bringing all members of our society into the economic 
mainstream. That's obviously a strong challenge in Latin America; where the poorest fifth of the 
population receives a lower share of national income -- 4.5 percent -- than any other region in the 
world. 

A challenge we face in the United States is building political support for forward looking 
economic policies. We've recently experienced a setback in this area in oW' efforts to secure fast 
track trade negotiating authority. I think there is no question that trade liberalization benefits the vast 
majority of Americans, but we need to help those who are adversely affected by trade and, more 
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generally, build greater popular support for the benefits of trade. When trade has a negative impact, 
that impact is often highly visible. But the far greater positive impact of trade is often more widely 
dispersed and much less visible. 

Our administration is committed to working with our Congress to devise an acceptable fast 
track authority early next year. We remain committed to trade liberalization in this hemisphere, and 
globally, and we believe strongly that it and other market opening measures are critical for long tenn 
growth and prosperity. 

The United States, Chile and the whole of the hemisphere have tremendous opportunities in 
today's economy -- if we all meet our challenges. Prosperity in each of our markets provides better 
opportunities for our trading partners, and instability in anyone of our economies creates Wlcertainty 
with respect to all of the other economies. In an interdependent world, each country helps itself by 
getting its own economic house in order and in helping other countries to do the same, That's the 
key to sustaining global growth and to facilitating the integration of our economies. And that is the 
path to prosperity into the next century. Thank you very much. 
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PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
December 04, 1997 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 52-WEEK BILLS 

Term: 
Issue Date: 
Maturity Date: 
CUSIP Number: 

364-Day Bill 
December 11, 1997 
December 10, 1998 
912794SC4 

RANGE OF ACCEPTED COMPETITIVE BIDS: 

Discount Investment 
Rate Rate 1/ Price 

------ ---------- ------
Low S.165%- S.451%- 94.778 
High 5.180% 5.46a~ 94.762 
Average 5.160% 5.46S~ 94.762 

Tenders at the high discount rate were allotted 62%. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

"I'ender Type 

Competitive 
Noncompetitive 

PlJBLIC SUBTOTAL 

Federal Reserve 
Foreign Official Inst. 

Refunded Maturing 
Additional Amounts 

TOTAL 

$ 

$ 

Tendered 

38,292,095 
828,825 

39,120,920 

5,660,000 

1,200,000 
305,000 

46,285,920 

1/ Equivalent coupon-issue yield. 
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$ 

$ 

Accepted 

9,998,995 
828,825 

10,827,820 

5,660,000 

~,200/000 

305,000 

l7,992,920 



PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

EMBARGOED FOR RELEASE AT 3:00 PM 
December 4, 1997 

Contact: Peter Hollenbach 
(202) 219-3302 

PUBLIC DEBT ANNOUNCES ACTIVITY FOR 
SECUR1TIES IN THE STRIPS PROGRAM FOR NOVEMBER 1997 

Treasury's Bureau of the Public Debt announced activity figures for the month of November 1997, of 
securities within the Separate Trading of Registered Interest and Principal of Securities program 

(STRIPS). 

Principal Outstanding 
(Eligible Securities) 

Held in Unstripped Form 

Held in Stripped Form 

Reconstituted in November 

Dollar Amounts in Thousands 

$1,091,966,272 

$860,487,581 

$231,478,691 

$12,411,624 

The accompanying table gives a breakdown of STRIPS activity by individual loan description. The 
balances in this table are subject to audit and subsequent revision. These monthly figures are included 
in Table VI of the Monthly Statement of the Public Debt, entitled "Holdings of Treasury Securities in 

Stripped Form. " 

The STRIPS data along with the new Monthly Statement of the Public Debt, is available on Public 
Debt's Internet homepage at: www.publicdebt.treas.gov.Awide range of information about the 
public debt and Treasury securities is also available on the homepage. 
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TABLE VI - HOLDINGS OF TREASURY SECURITIES IN STRIPPED FORM, NOV£~@~ N, .8" 
Corpus PnnClpal Amount Outstanding In Thousands 

Loan Description STRIP Matunty Date Reconstltute<l 

CUSIP Total Portion Held In Portion Held In ThiS Month 
Outstandlnq Unstnpoeo Form Stnppe<l Form 

Treasury Notes 
CUSIP Serres Interest Rate 
912827 'NJ9 A 8~ 1 18 12820 AM9 02/15198 9,159,068 6,406428 2,752,640 270,080 

WE8 B 9 AN7 05/15/98 9,165,387 6,320387 2,845,000 54,400 
WN8 C 9~ 1 14 AP2 08/15198 11,342646 7,169,046 4,173600 15,200 

VVVV8 D 8~7/8 AOO 11/15198 9902,875 5,990,875 3,912,000 89,600 
XE7 A B~ 7/B AR8 02115199 9,719,623 8,138823 1,580,800 139200 
XN7 B 9~ 118 AS6 05/15199 10047,103 6,423,103 3,624,000 72.000 

XW7 C 8 AT4 08115/99 10,163644 6,908,919 3,254)25 43,300 
3H3 AK 5~3/4 CB1 09130/99 17,487,287 17,487,287 0 0 
3K6 AL 5~518 C07 10131199 16,823,932 16,823,932 0 0 
YE6 0 7 ~7/8 AU1 11/15/99 10,773,960 6,941,960 3,832,000 115,200 
YN6 A 8~ 112 AV9 02/15/00 10673,033 8,339,833 2,333200 59,200 

YW6 B 8~718 AW7 05/15100 10,496,230 5,654,630 4,841,600 20,800 
ZE5 C 8~314 AX5 08115/00 11,080,646 7,310,886 3,769,760 41,600 
ZN5 0 8~ 112 AY3 11115100 11,519,682 7,582,082 3,937,600 114,000 
3M2 X 5-3/4 CF2 11115/00 16,036,078 16,036,078 0 0 
ZX3 A 7~314 AlO 02/15/01 11,312,802 8,260,802 3,052000 155200 
A85 B 8 8A4 05/15/01 12,398,083 8,967,333 3,430,750 238,400 
892 C 7-7/8 BB2 08115/01 12,339,185 8,495,985 3,843,200 182,400 
025 0 7 ~1/2 8CO 11/15/01 24226,102 20603,062 3,623,040 197,440 
F49 A 7 ~ 112 808 05/15/02 11,714,397 9,913,997 1,800,400 421,680 
G55 8 6-3/8 8E6 08115102 23,859,015 22,478,215 1,380,800 284,800 
3J9 M 5-7/8 CC9 09130/02 12,806,814 12,797,214 9,600 0 
3L4 N 5-3/4 CE5 10131/02 11,737,288 11,737,288 0 0 
J78 A 6-1/4 8F3 02115/03 23,562,691 23,149,891 412,800 159,680 
L83 B 5-3/4 8G1 08115/03 28,011,028 27,539,028 472,000 26,400 
N81 A 5-7/8 BH9 02115/04 12,955,077 12,761,477 193,600 0 
P89 8 7~1/4 8J5 05/15/04 14,440,372 14,400,372 40,000 1,200,000 
088 C 7 ~114 8K2 08/15/04 13,346,467 12,823267 523,200 800 
R87 0 7-718 8LO 11115/04 14,373,760 14,373)60 0 0 
S86 A 7-112 BM8 02115105 13,834,754 13,829,154 5,600 0 
T85 B 6-112 8N6 05/15/05 14,739,504 14,739,504 0 0 
U83 C 6·1/2 BP1 08115/05 15,002,580 15,002,580 0 0 
V82 0 5-7/8 B09 11115/05 15,209,920 15,205120 4,800 0 

W81 A 5~5/8 8R7 02/15/06 15,513,587 15,509,427 4,160 0 
X80 8 6·7/8 8S5 05115/06 16015,475 16,015,475 0 0 
Y55 C 7 8T3 07/15106 22,7 40,446 22)40,446 0 0 
Z62 0 6~ 112 8UO 10/15106 22,459,675 22,459,675 0 0 
2JO 8 6-1/4 8W6 02115107 13,103,678 13,043,518 60,160 0 
2U5 C 6·5/8 8X4 05115/07 13,958,186 13,937,386 20,800 0 
3EO 0 6~ 1/8 CA3 08/15/07 25,637,604 25616,804 20,800 a 

Treasury 80nds 
CUSIP Interest Rate 
9128100M7 11·518 ~12803 A89 11/15/04 8301,806 4809,006 3,492,800 195,200 

008 12 AD5 05/15/05 4,260)58 2576,008 1,684)50 202,400 
OR6 10-3/4 AG8 08/15/05 9,269)13 7,386,513 1,883,200 92,000 
OU9 9-3/8 AJ2 02/15/06 4,755,916 4,745,420 10,496 0 
ON5 11-3/4 912800 AA7 11115/14 6005,584 2,519,184 3,486,400 224,800 
OPO 11-1/4 f-l12803 AA1 02/15/15 12,667)99 10939,319 1)28,480 1,824,960 
OS4 10~518 AC7 08/15/15 7,149916 6187,356 962,560 235,200 
OT2 9~718 AE3 11/15115 6,899859 5,339859 1,560000 121,600 
OV7 9·1/4 AFO 02115/16 7,266,854 6,616,454 650,400 100,800 

OW5 7·114 AH6 05/15/16 18,823551 18631,551 192,000 40,000 
OX3 7·112 AK9 11/15/16 18864,448 17,966,288 898,160 SO,OOO 
OY1 8-3/4 AL7 05/15/17 18194,169 8466,809 9,727,360 240,640 
OZ8 8·7/8 AM5 08115/17 14016,858 7,338,458 6,678,400 249,600 
EA2 9·118 AN3 05/1S/18 8)08,639 2819,039 5889,600 112,000 
EBO 9 AP8 11115118 9032,870 1)83670 7,249200 66,800 
EC8 8-7/8 A06 02/15/19 19,250)98 4,08S998 15,164,800 406,400 
E06 8-1/8 AR4 08/15/19 20213,832 17,608072 2,605,760 507,S20 
EE4 8-1/2 AS2 02/1S120 10,228868 5,476,868 4,752,000 117,200 
EF1 8-3/4 ATO 05115/20 10,158,883 3,420,483 6,738,400 635,520 
EG9 8-3/4 AU7 08/1S120 21,418606 5,209,166 16,209,440 366,080 
EH7 7-718 AV5 02/15121 11,113 373 10,058,973 1,054,400 91,200 
EJ3 8-1/8 AW3 05/1S/21 11,958,888 4,719,208 7,239,680 70,080 
EKO 8·1/8 AX1 08/1S121 12.163482 4074,642 6,088,640 239,040 
EL8 8 AY9 11/1S121 32,798394 6.582.644 26,215,750 158,100 
EM6 7-1/4 AZ6 08/15122 10,352.790 9 134,390 1,218,400 109,600 
EN4 7-5/8 BAD 11/15122 10,699,626 2,813,226 7,886,400 190,400 
EP9 7-1/8 8B8 02/15123 18,374361 12569,561 5,804,800 300,800 
EO? 6-114 BC6 08115123 22.909.044 18,370,484 4,538,560 350,144 
ES3 7·112 B04 11/15124 11,469662 3,019902 8,449,760 250,880 
ET1 7-5/8 8E2 02115/25 11,725,170 4,478,770 7,246,400 408,000 
EV6 6-718 8F9 08/15/25 12,602.007 11,834,647 767,360 378,880 

EW4 6 BG7 02/15/26 12.904916 12495,216 409}OO 0 
EX2 6·3/4 8H5 08/15/26 10.893818 10.203.418 690,400 11,200 
EYO 6·1/2 8J1 11/15/26 11,493 177 11.425.177 68,000 20,800 
ED 6·5/6 8K8 02115/27 10456071 10.008.071 448.000 124,800 
FA1 6·3/8 8L6 08115127 10735756 10.702,156 33,600 17,600 
Fag 6·1/8 8M4 11115/27 11,184353 11,184353 0 0 

Treasury Innatlon-Inaexe<l Notes 
CUS,p Senes Interest Rate 
91282" 2M3 A 3·3/8 912820 BV8 01/15/07 16029008 16.029.008 0 0 

3AB J 3·5/8 8Z9 07115/02 16922965 16922965 0 0 
Tota; 1 091 966272 860487581 231 478691 12411624 

N !e CX1 ~ 40"1 W()'1(oa 01 eaC!'l mont!! Tal)le VI ~I be evaIla!>le after 3 00 p m eaS1em lJme ttle ConYnerce on Depar1menrS Economc BlMa" Boara (EBBlaM on 1I'le &reau ol1l'le 
P-..t:>IIc Qeors webSIte a! rm:p I/wwwt; pt.b~c"etn treas rpv For l"T"'O'"e Informatlon abOut EBB cal (202) 482-'966 The balances In !tis tat:*! are SI..bted to al..Jlit and SI.bSeq.Jent a~ 
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FOR IMMEDIATE RELEASE 
DE:cember 4, 1997 

CONTACT: Office of Financing 
202/219-3350 

AMENDED RESULTS or TREASURY'S 
52-WEEK BILL AUCTION 

Due to a clerical error, the press release dated 

DE:~ember 4, 1997, announcing the 52-week bill auc~ion 

results incorrectly stated the "Foreign Official Institution 

Refunded Maturing" and "Additional l'-... "!Iounts". The "Refunded 

Ma~uring" amount was reported as 51,200,000 thousand when it 

s~ould have been reported as $1,201,000 thousand. The 

";.ddi tional Amounts II figure was re?orted as $ 305 thousand 

w~en it should have been reported as $304 thousa~d. 

All other'particulars in ~~c a~ction results press 

rele~se remain the same. 

000 
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NEWS 
OFFICE OF PUBUCAFFAlRS -1500 PENNSYLVANlAAVENUE, N.W .• WASIDNGTON. D.C •• 20220. (202) 622-2960 

FOR IM:MEDIA TE RELEASE 
Remarks As Prepared For Delivery 
December 5, 1997 

Contact: Beth Weaver 
(202) 622-2960 

REMARKS BY UNDER SECRETARY RAYMOND W. KELLY 
PANAMA CITY, PANAMA 

Thank you, Ambassador Hughes and congratulations to the very first graduates of the 
International Law Enforcement Academy. 

I bring with me today the best wishes of the President of the United States. President Clinton., 
together with the leaders from your countries, met at the San Jose Summit and pledged to 
establish this academy. They met this past May, just seven months ago and pledged to begin 
international law enforcement training in this hemisphere before the year was out. 

You are the first results of that accord. It confers a special status upon you and a special 
obligation to share what you have learned here with your colleagues back home. You are the 
pioneers. You are the trail blazers which is only fitting, considering the history of the nations of 
this hemisphere. We all come from very young nations, compared to the national histories of the 
old world. 

We are, literally, the new world, the descendants of pioneers of another sort who broke with 
tradition-bound Europe to establish new, forward looking societies. The pioneers of the new 
world, from Simon Bolivar to George Washington, cherished democracy as the great legacy of 
the new world, one that creates special responsibilities for law enforcement. 

There is nothing easier than to enforce the law in a repressive society. The hard job, our job, is to 
enforce the law in a free society and to protect our citizens while scrupulously respecting their 
rights in a democratic society. That is one of the founding principals of the International Law 
Enforcement Academy. It is a principal we must adhere to as we engage the enemy. 

The criminals, who threaten our freedom in profound ways of their own. They threaten the lives 
and property of our citizens. They threaten the lives and the integrity of our police, prosecutors 
and judges. They could, if allowed to prevail, threaten the foundations of democracy itself 

For a new world, this hemisphere has had a long, painful history with organized, criminal activity, 
particularly with narcotics traffickers. No societies have paid a higher price. Our police 
throughout the hemisphere have paid with their Jives. Our young have paid with lives lost to drug 
addiction. In the past, the narcotics cartels and others could count on the differences among 
RR-2097 . 
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nations to get away with murder. They could always count on different jurisdictions, different 
laws, different rules of evidence, different languages, different procedures. They could count on 
all these differences to divide us. What they have not counted on is our common purpose. They 
have not counted on us perfecting our investigative techniques tOiether_ They have not counted 
on us developing anti-crime strategies tQgether in the classrooms and applying them in the field. 

In short, they have not counted on the establishment of an intemationallaw enforcement academy 
in this hemisphere_ This academy will grow into a permanent home in our hemisphere and a 
shared resource for all of us. It will grow into a center to which many of you will return not just 
to learn, but to teach. 

You all have a lot to offer to your fellow law enforcement officers back home, but also to each 
other, regardless of country. By learning from one another, we can help make life a lot 
harder for the criminals whether they are trafficking in narcotics or other contraband_ Whether 
they are money launderers or murderers, the work of the academy will increase the risk for the 
outlaws. 

In the old, western movies that I grew up with, there was always a sheriff who would he would 
drive the bad guys to the edge of town and warn them never to come back. I like to think of the 
academy as helping to drive the outlaws out of town, out of the country, and out of the 
hemisphere. That may be a romantic vision, but the academy does offer, a very real, unifying 
vision. It is one oflaw enforcement's natural strengths_ I see it in your faces today and rve seen 
it before. 

I have been in law enforcement for my entire career, beginning as a young police cadet in the New 
York City Police Department to my current position in Washington. In the course of my career, I 
have had the privilege of working with police and prosecutors from all over the world. Japan, 
Europe, Central America, South America, the Caribbean_ 

Sure, we had differences, but our common ties were much stronger. None of us got into law 
enforcement to get rich. None of us got into law enforcement because it was safe. None of use 
got into law enforcement to spend more time with our families. No, we got into law enforcement 
for other reasons, lots of other, admirable reasons. 

One central reason was pride, pride in our country, pride in our community, pride in our uniform, 
pride in the Jaw, pride in ourselves and pride in bringing the law breakers to justice. There is 
nothing, nothing better than catching a criminal in the act. That's a point of pride among police 
the world over. 

Pride is an interesting thing. It can't be bought_ It can't be sold. It can't even be murdered. It is 
passed from one generation of law enforcement officiaJs to another. And it has no borders. Pride 
among law enforcement professionals is a shared commodity. It recognizes no boundaries_ It is a 
weapon in the arsenal of democracy. It is a potent, unifying force that we share_ 



Today, you have a lot to proud of. You are the first, the very first in what I trust will be a long 
line of law enforcement professionals to put the criminals on the run, to make your colleagues and 
your country proud, to make this hemisphere a model of law enforcement learning and 
cooperation and to make the world a safer place. Once again, congratulations to you all. 

-30-
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'IREASURY NEWS 
OFFlCE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASIllNGTON, D.C .• 20220. (202) 622-2960 

FOR IMMEDIATE RELEASE 
December 5, 1997 

TREASURY OPENS VlRTUAL BRIEFING ROOM 

Contact: Dan Israel 
(202) 622-2960 

The Treasury Department today opened its new Briefing Room on the World Wide Web 
(www.treas.govlpressl). The Treasury Briefing Room is a public resource for the latest press 
releases, speeches, and other public documents from the Department, in addition to the weekly 
public schedule of events. 

The web page will also feature publication-quality photographs of daily Treasury events and an 
archive of photographs of Department officials. 

-30-
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TREASURY 
OffiCE OF PUBLIC An:AIRS -1500 PENNSYLVANIA AVENUE, N.W. - Wt\SHINGTON, D.C •• 20220. (202) 622·2960 

FOR IMMEDIATE RELEASE 
December 5, 1997 

CONTACT: Office of Financing 
202/219-3350 

TREASURY ANNOUNCES HOLIDAY SCHEDULING 

On Friday, December 26, 1997, the Federal Reserve Syscem will be open for 

business. Therefore, redemptions and issuances of Treasury securities will be 

made en chat date. 

Also, the auccion of the 52-week Treasury bill tentatively scheduled to 

be issued on Jan~ary 6, 1998, will be announced at 12:00 noon, Eastern Standard 

time, on Wednesday, December 24, 1997. 

000 
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Monthly Release of U.S. Reserve Assets December 5,1997 

The Treasury Department today released U. S. reserve assets data for the month of 
November 1997. 

As indicated in this table, U. S. reserve assets amounted to $67,112 million at the end 
of November 1997, down from $68,036 million in October 1997. 

End Total Special Foreign Reserve 
of Reserve Gold Drawing Currencies 11 Position 
Month Assets Stock II Rights in IMF 21 

21 3,1 ESF System 

1997 

October 68,036 11,050 10,132 14,737 l7 ,874 14,243 

November 67.1I2p 11,050p 10,120 14,104 l7,267 14,571 

II Valued at $42.2222 per fine troy ounce. 

2.1 Beginning July 1974, the IMF adopted a technique for valuing the SDR based on a 
weighted average of exchange rates for the currencies of selected member countries. The 
U.S. SDR holdings and reserve position in the IMF also are valued on this basis 
beginning July 1974. 

3,1 Includes allocations of SDRs by the IMF plus transactions in SDRs. 

41 Includes holdings of Treasury and Federal Reserve System; beginning November 1978. 
these are valued at current market exchange rates or, where appropriate. at such other 
rates as may be agreed upon by the parties to the transactions. 

p Preliminary 
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EMBARGOED UNTIL 1 :00 PM EST 
Remarks as Prepared for Delivery 
December 8, 1997 

"The Benefits of Electricity Restructuring for Consumers, Industry and the Environment" 
Deputy Secretary of the Treasury Lawrence H. Summers 

DOEINARllC National Electricity Forum 
Washington, DC 

Good afternoon I would like to thank the Department of Energy and the National Association 
of Regulatory Utility Commissioners for putting together this important conference Deputy 
Secretary Moler has already outlined in greater detail than it would be wise for me to attempt the 
principles that are guiding the Administration's development of a final policy position on electric 
power restructuring 

This morning I would like to discuss the Clinton Administration's broader goals. This is a 
remarkable time for the global economy and for America I t cannot be an accident that the fall of 
Communism and spread of capitalism through the developing world, the transformation of 
American business and the rapid growth of the American economy have all occurred in the same 
decade. We now live in an age of markets, an age for which we, in the United States, are 
uniquely well adapted. It is now clear, for example, that the ]990s are the first decade when the 
US will growth faster than Japan or Germany The story of the post war era has been one of 
convergence but that decades old story of convergence is over and the US is pulling ahead 

Our challenge now is to keep adapting and to keep prosperity moving and, as I shall argue, 
electric restructuring is a key part of meeting that goal. 

A Strong Economy 

When I look around me today, I see an economy that is as strong as it has been in generations. 

14 million new jobs since the President took office, an unemployment rate of 4 6%, the lowest 
since 1969, and uninterrupted growth now stretching into an eighth straight year, all point to the 
strength of this expansion. And it is a healthy expansion The economic expansions of the recent 
past were too often built on increases in government spending This one has been built on 
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investment and exports. Purchases of capital equipment, for example, have risen by more than a 
20%) annual rate over the past two quarters That suggests this recovery should have a long way 
to run. 

The exceptional performance of the American economy both domestically and overseas reflects 
first and foremost the remarkable dynamism of the American private sector. But that dynamism, 
in turn, is based on a solid policy foundation 

Sound Macroeconomic Policy 

The first key element of that foundation is a commitment to sound macroeconomic policy 

Under the President's leadership, we have cut the deficit to $22 6 billion in 1997, the smallest level 
since 1974 and, at 0.3°/~ of GOP, the smallest percentage since 1970 As a result, we have seen 
our net rate of national savings nearly triple in the last three vears, making more capital available 
for investment by industry The deficit reduction we have achie\·ed has freed up more than a 
trillion in capital that otherwise would have gone into the sterile asset of government bonds 

At the same time, continuing vigilance by Chairman Greenspan and the Fed have helped keep 
inflation in check, not only at the supermarket checkout counter but at the factory gate 

The strength of American asset markets with bond rates 1)0 basis points lower than one would 
expect at this stage of the expansion speaks to the effecti\'eness of deficit reduction and respect 
for an independent Fed 

A Commitment to Markets 

The second key element of the President's policy has been a commitment to let markets work 

Indeed this commitment to markets, I believe, may be wh\ America leads the world in every 
example of post-industrial activity you can think of from Federal Express to Microsoft, from 
McKinsey to McOonalds, from AIG to Harvard Higher Health 

We've reduced regulation where it's not needed, cutting almost 16,000 pages of federal 
regulations The Vice President's initiative to reinvent government has also cut the size of 
government by over 300,000 employees and increased its efficiency 

We've also reformed or dismantled regulations that once governed large sectors of our economy 

In 1994, the President signed into law interstate banking legislation that has made finance safer 
and eliminated the remaining barriers to efficient nation-wide banking which has led to reduced 
costs and increased quality of service 



By deregulating intrastate trucking, we will save shippers and consumers from $3 to $8 billion per 
year. 

The 1996 Telecommunications Agreement will do to local service what earlier reform 
accomplished for long distance companies, introducing competition among a wide variety of 
participants While the bill's effects are just beginning, estimates suggest it may save consumers as 
much as $5 billion. 

Our commitment to markets is even more visible overseas Through agreements from NAFT A to 
the Framework with Japan to the GATT, our trade policv has reduced regulatory barriers that 
were holding back American producers The Uruguay Round was the largest tax cut in the 
history of Planet Earth. It was also a tax cut whose benefits flowed directly to the export sector. 
The 200 trade agreements we have won have led to higher American exports. 

For example, exports in sectors covered by the Framework with Japan, have grown twice as fast 
as exports to Japan overall since the Framework took effect 

Markets work. To a large extent, that is the story of why America has been so successful in the 
last five years and it is a story that, I believe, has very important implicatiops for the future of the 
electricity industry. 

Critical Public Investments 

The third key element of our policy foundation has been a recognition that a well functioning 
market economy requires effective and well functioning gO\'ernment action We have seen around 
the world that the heavy hand of government does not work But we have also seen that we 
cannot merely rely on the invisible hand What government must do is provide a helping hand 
This is true in many areas Let me highlight two 

First, President Clinton has stressed more than any other area of policy, the importance of 
investing in education and the American people L;niquelv. il1\esting in people has the capacity to 
grow the economy while insuring that all Americans ha\e the opportunity to participate fully in 
the prosperity we are seeing. 

From expanding Head Start to reducing class size from increasing standards to insuring that 
every third grader can read and every eigth grader can do basic math to insuring that every 
American can afford college. from seeing that laid off workers have the opportunity to be 
retrained to making education a life long proposition, we are coming to understand that investing 
in people is the most effective thing government can do And it is a project in which government 

must lead. 

Equally, appropriate government action is necessary if our environment is to be protected. 
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Some focus on the conflicts between economic and environmental 110als But at the most 
fundamental level, economic and environmental objectives coincide~ Both are to avoid waste 

We have seen that harnessing market forces can produce favorable environmental outcomes at a 
lower cost than non-market-based approaches 

For example, in the case of sulfur dioxide where an emissions trading system was introduced, it 
now appears we will cut emissions by 50% more than expected at a cost below what was 
anticipated 

Similarly, the successful effort to eliminate lead from gasoline caused far less disruption and cost 
less than expected thanks to the introduction of a credit trading system 

These three imperatives, sound macroeconomic policy, letting markets work and critical public 
investments come together in thinking about future policy for electricity restructuring 

The Economic Benefits of Electric Power Restructuring 

Americans spend more on electricity than they do on autos or higher education Electricity is 
what keeps our economy going and growing 

Yet, retail electricity remains the last major networked industry that has not been restructured 

In other industries where competition has been introduced \\ e have witnessed remarkable and 
unpredicted benefits 

Experts estimate that deregulation of the airlines has saved consumers $19 4 billion Deregulation 
of trucking has saved consumers $19 6 billion Deregulating railroads has saved consumers some 
$9 1 billion. 

And these savings are only the beginning 

For example, airline deregulation paved the way for Federal Express to invent a whole new type 
of overnight delivery service based on a central, nationwide hub, that literally revolutionized 
shipping, permitting universal, overnight service Deregulation of long distance telephone service 
has led to tremendous innovation, including, arguably, the investments by Mel and others that 
today underpin the Internet. 

How large are the benefits of deregulation in the case of the $212 billion electricity industry,) 

My friend Paul Joskow of the Massachusetts Institute of Technology, believes they could 
ultimately reach into the tens of billions of dollars Staff at the Department of Energy suggest the 
possibility of a cost savings of $20 billion annually by 2010. with the potential for an even larger 
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reduction in consumer bills as a result of competitive pricing I have seen other estimates that 
point to cost savings of over a quarter of the $212 billion a year Americans currently pay in 
electricity bills. 

Understand this is not a transfer from one place to another This can be the proverbial free lunch 
and it is a big one. Even a $20 billion reduction could mean a sizeable tax cut, higher real income 
for American families and additional competitive advantage for US firms 

To bring this down to the level of a family of fOUf, a savin~s of $20 billion translates into a 
savings of $1 00 in electric bills every year An additional $100 in indirect savings per household 
may result from lower prices that business customers pass through to consumers 

That is why twelve states including California, Pennsylvania, Montana, most of New England and 
most recently, Maryland, have already decided upon a transition to retail competition 

Of course, inevitably when there are benefits to split, reaching a consensus involves some work 
In the case of electric power generation there is the need to fairl~' allocated stranded costs and the 
question of fairness in ensuring equity for low-income users 

We must ensure, for example, that spending by electric utilities for public purposes -- such as low
income assistance, technology development, and renewable and energy efficiency initiatives -
does not come to an end. 

At the same time, we must take care to ensure that we fully consider the impact of competition on 
the existing taxpayer investment in our electricity system 

Similarly, there is the need to respect the authority of the states in this matter and provide for 
flexibility These are all difficult questions 

It is not my purpose here to discuss how best to resolve them What I can say is if there were 
only $5 billion on the table, it would be worth finding a solution With $20 billion or more on the 

table, it would be criminal not to 

The economic case for letting markets work in the case of electricity restructuring is compelling. 
It is supported by experience in other regulated industries, by economic logic and by careful 
studies of utilities But there is another case for electricity restructuring as well Restructuring 

has the potential to support our environmental goals 

Environmental Benefits of Electric Power Restructuring 

The move to a competitive electric power industry will reward the pursuit of efficiency It will, 
over time benefit firms that define their role not as producers of electricity but as providers of 
service. As a consumer, what I want is not electricity per se but what electricity can do. To slip 
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into economic jarg?n. for a mon:ent, kilowatt hours do not enter my' utility function Light in my 
home does. What IS Important IS to find the best solution, one that benefits the environment and 
the economy. 

There can be no question that electricity generation contributes significantly to our nation's 
environmental emissions For example, electric generation accounts for 35% of our nation's 
greenhouse gas emissions 

As you know, there is now a global conference underway on this subject in Kyoto There is now 
a scientific consensus about global warming President Clinton has laid out an approach that is 
market friendly, that is based on the carrot, not the stick and that must help the economy as well 
as the environment That is why electricity restructuring played such an important role in the 
President's statement on climate change 

At a time when the US has pledged to work towards a 30% decrease in greenhouse gases, 
electricity restructuring can make an important contribution While the ultimate ability of electric 
restructuring to reduced these emissions remains open to debate. by some accounts, competition 
could cut emissions by as much as 10 to 20% 

It is sometimes said that lower prices are likely to increase consumption along the demand curve, 
actually increasing pollution To this I would respond that given the large "restructuring 
dividend" or savings to users that we are likely to receive. there is ample room to cover the cost 
of investing in new environmental technologies 

There are three other reasons why increased demand should not lead to more emissions 

First, increased electricity use would be likely to replaces other fossil fuel uses For example, 
electric cars while increasing electricity consumption would reduce gasoline consumption 

Second, emissions are likely to be reduced through suppl~ side innovation The major supply side 
innovations will be increased use of cogeneration and impro\'ed heat-rate efficiency, through 
actions such as improved insulation and burner improvements Today when utilities can pass 
through costs, there is no incentive for them to increase their use of cogeneration or reduce their 
fuel costs through heat-rate efficiency 

Finally, emissions reductions may also occur through demand side innovations Under a regulated 
environment, consumers of electricity do not pay much attention to managing demand But under 
a deregulated environment, demand side management will be sold as part of a package, bundled 
with the electricity itself In other words, energy efficiency will be translated from a fixed to a 
marginal cost In a newly competitive world, demand \vill seek out product with the lowest 
marginal cost, and energy efficiency will be bundled in to provide a lower cost on the margin 

Another phenomenon that is likely to benefit the environment is that of green marketing 
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Evidence from more than a dozen green pricing programs that have been offered by utilities to 
date suggests that consumers are willing to pay between $1 75 and $36 00 more per month for 
green power. California is planning for anywhere from 5 to 20° ° of residential consumers to 
choose green power in their deregulated environment In Nc\\ Hampshire, over 20% of 
consumers have chosen green sources of generation 

Conclusion 

In conclusion, the story of the last decade has been one of markets leading to greater efficiency 
and stronger economic performance As the last networked utility to remain highly regulated, the 
electric power industry represents an opportunity not only to advance prosperity, but, to improve 
our environment As I have discussed, these goals which sometimes diverge, unite in the case of 
the electric power industry 

As America approaches the 21 st Century, I believe that we must staY the course of investing in 
the future Introducing competition to the electric power industry offers an opportunity to 
provide our children not only with a stronger and more efficicnt cconomy but with a cleaner and 
safer environment as well. 

We live in a remarkable period of change This country has donc well because it has not stood 
still. Economic growth and success are a lot like riding a hicvcle It is much easier to stay 
balanced if you are moving forward When I look at opportunities \vhere we can help consumers 
and businesses, where we can compete more effectively abroad, v .. here we can be better global 
citizens, where we can create jobs and reduce inflation, electricity restructuring is high on the list. 
That is why this is a process that deserves and will receive thc \erv highest priority and attention 
from economic policy makers as we go forward 

-30-
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PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR 1MMEDI~TE RELEASE 
December 08, 1997 

CONTACT: office of Financing 
202-219-3350 

RESULTS OF .TREASORY'S AUCTION OF 13-WEEK BILLS 

Term: 
Issue Date: 
Mat.urity Date: 
CUSIP Number: 

91-Day Bill 
December 11, 1997 
March 1.2, 199B 
912?946G4 

RANGE OF ~CCEPTED COMPETITIVE BIDS: 

Discount Investment 
Rate Rate 1/ Price 

------ ---------- ----- -
Low 5.140% S.279%' 98.701 

High S.lSS~ 5.295\- 98.69i 

Average 5.1S0\' S.291t 98.699 

Tenders a~ the high discount rate were a.llotted 6%. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompetitive 

PUBLI C SUBTO'I'AL 

Federal Reserve 
Foreign Official Inst. 

Refunded Ma.turing 
Addi~ional Amounts 

TOTAL 

l/ Equivalent coupon-issue yield. 

llR-2102 

Tendered 
.. ---------------
$ 49,663,945 

1.264,223 

-----------------
50,928,168 

3,911,780 

394,650 
115,350 

-----------------
$ 55,350,148 

http://WWVI.publlcdebltreas.gov 

Accepted 
----- .. -----.----
$ 5,643,534 

1,264,223 

6,907,757 

3,911,790 

394,850 
115 / 350 

-----------------
$ 11,329,737 



PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington. DC 20239· 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
December oa. 1997 

CONTACT: Office of Financing 
202,..219-3350 

RESULTS OF TREASURY'S AUCTION OF 26-WEEK BILLS 

Term: 
Issue Da~e; 
Mat.urit.y Dat.e: 
CUSIP Numl:ier: 

lS2-Day :Bill 
December 11, 1997 
June 11. 1998 
9121946S8 

RANGE OF ACCEPTED COMPETITIVE BIDS: 

Discount: Investment 
Rate Rate 1/ Price 

------ ---------- ------
Low 5.2S0\ S.4U~ 9'.34-6 
High 5.275% 5.495% 97.333 
Average 5.270t 5.489% 97.336 

Tenders at the hiS-h discount rate were allottea 7\'. 

AMOUNTS TENDERED AND ACCEPTED (in thousand.s) 

Tender Type 

Competitive 
Noncompec;ir.ive 

PUBLIC SUBTOTAL 

Federal Reserve 
Foreign Official Inst. 

Refundep Maturing 
Additional Amounts 

TOTAL 

1/ Equivalent coupon-is~ue yield. 

1tR-2103 

$ 

Tendered 

27,929,347 
1,107,31J, 

29,035,718 

3,420,000 

2,128,150 
621,850 

-----------------
$ 35,206,718 

$ 

Accepted 

4,019,450 
1,107,37l 

5,126,821 

3,420,000 

2,128,150 
621,SSO 

-----~-----------
$ 11,2:16,821 



DEPARTMENT OF THE TREASURY' 

OFFICE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASJDNGTON, D.C .• 20220. (202) 622-2960 

~ED UNTIL 2:30 P.M. 
December 9, 1997 

CONTACT: 

'I'REASUJtY' S WBE:XLY BILL OFFERING 

office of Financing 
202/219-3350 

The Treasury will auc~ion two series of Tr"8~ bills totaling 
approximately $14,500 million, to be i •• ued December 18, 1997, This offering 
will resul~ in a paydown for the Treasury of about $100 million, as the maturing 
publicly held weekly bills are outatandjng in the amount of $14,590 million. 

In addition to the public holdings, Federal Reserve Banks for their own 
Accounts hold $6,749 million of the ma.turing bills, which may be refunded at the 
weighted average discount rate of accepted compe~itive tenders. Amounts issued 
to these accounts will be in add1~1on to cne offering amount. 

Federal Reserve Banks hold $2,668 million as agents for foreign and 
internac10nal mone~ary author1ties, which may be refunded within che offeriDg 
amount at the weighted average discount ra~e of accepted competitive tender •. 
AdditiOnAl atnQuncs may be issued for such accounts if the aggregate Amount of 
new bids exceeds the aggregate &mount of ma.~uring Dills. 

Tendera for the bills will be receiveQ ae Federal Reserve Banks and 
'Branches . and ·at tile Bureau of the Public Debt, Washington, D.C. This offering 
of Treaaury gecur~tiea is governed by the terms and conditione .et forth ~ the 
Uniform Offering Circular (31 CFR Part 356, as amended) for the sale aDd i.aue 
by ebe Trea8ury to the public of markeeable Treasury bills, notes, and bonds. 

Det.ils about each of the new securi~ies are given in the attached offering 
highlights. 

RR-2105 
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HIGHLIGHTS or TR.ASURY orr.aIBGS or W.alLY BILLS 
TO BB IIBUSO nBCBKBBR 18, 1"7 

Offering Amqunt ..................•...•.....• $7,250 ",11110n 

DOlcrigtiaQ of OCterings 
Term and type of security ............ " ..... 91-day bill 
CUSIP number ......................... " ..... 912794 61{ 2 

Auct.ion date ......................... " ..... December 15, 1997 
Issue date .................... " ..... " ..... December 18, 1997 
Maturit.y date ............................... March 19, 1998 
O~iginal issue date ......................... September 18, 1997 
Currently outstanding ..................... ,. $10,999 million 
Minimum bid amount .......................... $10,000 
Multiples ................................... $ 1,000 

Tbe following rules apply to all .ecurltie. meDtipDod above: 

SubmiBsion of Bids: 

December 9, 1997 

$7,250 I'd lIion 

IB2-day bill 
912794 6T 6 
December 15, 1997 
December 18, 1997 
June 18, 1998 
DeceMber 18, 1997 

$10,000 
$ 1,000 

Noncompetitive bids ......................... Accepted in full up to $1.000,000 at the average 
discount rate of accepted competitive bids. 

Competitive bids ....... '" .................. (1) Must be expressed as a discount rate with three decimals in 

Maximum Recognized Bid 

increments of .OOS', e.g., 7.100\, 7.105\. 
(2) Net. long position for each bidder must be reported when the 

Bum of the total bid amount, at all discount rates, and the 
net long position is $1 billion or greater. 

(3) Net long position must be determined a8 of one half-hour 
prior to the closing time for receipt of competitive tenders. 

at a Single yield ............. , .......... 35\ of public offering 

Maximum Award ............................... 35' of public offering 

BeceiDt of Tenders: 
Noncompetitive tenders ...................... Prior to 12:00 noon Baotern Standard time on auction day 
Competitive tenders ......................... Prior to 1:00 p.m. Bastern Standard time on auction day 

Payment Terms ......................... · ..... Full payment with tender or by charge to • fundo account 
at a Federal Reserve Bank on i.sue date 



DEPARTMENT OF THE TREASURY 

............................ ~~/78~9~ .......................... . 
OFFICE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE. N.W .• WASlllNGTON. D.C .• 20220. (202) 622-2960 

FOR Th1MEDIA TE RELEASE 
December 11. 1997 

Contacts: Paul ElliottlMain Treasury 
(202) 622-2960 

Bill LuechtlCDFI Fund 
(202) 622-8042 

SECRETARY RUBIN ANNOUNCES NEW CDFI DIRECTOR 
AND RECOGNIZES CDFI A WARDEES 

Treasury Secretary Robert E. Rubin announced today the appointment of Ellen West 
Lazar as Director of Treasury's Community Development Financial Institutions (CDFI) Fund. 
Secretary Rubin made this announcement at a' ceremony recognizing recent awardees in the the 
Fund's CDFI program and Fund's Bank Enterprise Award (BEA) Program. 

"The CDFI Fund is a sound investment for the Federal government," said Secretary 
Rubin. "The Fund is helping to bring hope and opportunity to communities that have long been 
left behind. Local community-based institutions that have received CDFI funding are creating 
jobs and revitalizing America's neighborhoods. This public-private partnership is essential to 
ensuring the nation's financial system works to the benefit of all Americans." 

Ms. Lazar, the new Director of CDF), has served since 1996 as Executive Director of the 
National Association of Affordable Housing Lenders (NAAHL), a 250 member trade association 
whose mission is to promote private investment in affordable housing. Prior to joining NAAHL, 
Ms. Lazar served as General Counsel and Assistant Secretary, and then as Vice President for the 
Enterprise Foundation, a non-profit. publicly supported foundation dedicated to providing 
affordable housing and community services for the poor, where she was responsible for the 
administration of a 150 employee national organization. Ms. Lazar has also served in the U.S. 
Department of Housing and Urban Development, The National Housing Partnership and as a 
lawyer in private practice. 

Secretary Rubin also announced today that Paul Richard Gentille will serve as Deputy 
Director and Chief Financial Officer of COF!. Mr. Gentille had served since 1981 as Financial 
Manager and Deputy CFO of the Bureau of Alcohol. Tobacco and Fireanns (ATF). 
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At today's ceremony, Secretary Rubin recognized 48 community organizations that were 
awarded this fall a total of$38.3 million in financial and technical assistance in the second round 
ofCOFI Program. In addition, Secretary Rubin recognized 55 insured depository institutions that 
receIved a total of $16.9 million in incentive grants in the second round of the Fund's Bank 
Enterprise Award (BEA) Program. 

The COFI Program leverages Federal dollars by requiring that each COFI provide a one
to-one match with funds from non-Federal sources for each dollar of assistance it receives. In 
addition, COFls receiving assistance from the Fund are held to performance standards that help 
ensure that the Federal investment will result in significant community development impact. The 
structure of the COFI Fund allows decisions about how to best meet community needs to be made 
by the local organizations. 

The COFIs receiving assistance from the Fund include community development banks, 
multi-bank community development corporations, credit unions, loan funds, venture funds and 
microenterprise loan funds. The assistance may be made in various forms, including equity 
investments, grants, loans, and funding for technical assistance. 

Attached is the list ofCOFI and BEA awardees recognized at today's ceremony. 

COFIs selected for funding under the Core Component of the CDFI Program are: 

ACCION El Paso, Inc. 

Alaska Growth Capital BIDCO, Inc. 
investment 
Albina Community Bancorp 
Alternatives Federal Credit Union 

Boston Community Capital, Inc. (fonnerly BClF, Inc.) 

Boston Bank of Commerce 
Central Appalachian Peoples Federal Credit Union 

Chowan Credit Union, Inc. 

Coastal Enterprise, Inc. 
College Heights Credit Union 

Colorado Enterprise Fund 

Community Investment Corporation 
Community Loan Fund of New Jersey, Inc. 

Community Ventures Corporation 
Cooperative Business Assistance CorporatIOn 

Enterprise Development Corporation 
The Enterprise Foundation 

2 

El Paso, TX 

Anchorage, AK 

Portland, OR 
Ithaca, NY 

Jamaica Plain, MA 

Boston, MA 
Berea, KY 

Edenton, NC 

Wiscasset, ME 
Fayetteville, NC 

Denver, CO 

Chicago, lL 
Trenton, NJ 

Lexington, K Y 
Camden, NJ 

The Plams, OH 
Columbia, MD 

S130,OOO grant & 
S200,OOO loan 
S 1,000,000 equity 

$400,000 equity investment 
S750,OOO grant & 
S57,OOO technical assistance 
S435 ,000 grant & 
S565 equity investment 
S750,OOO equity investment 
S425,OOO grant & 
SI00,OOO loan & 
S50,OOO technical assistance 
S150,OOO grant & 
$25 ,000 technical assistance 
S2,500,000 grant 
$175,000 grant & 
$30,000 technical assistance 
S250,OOO grant 
$25,000 technical assistance 
$1,000,000 grant 
S800,OOO grant & 
S400,OOO loan & 
S30,OOO technical assistance 
S350,OOO grant 
$500,000 grant & 
$500,000 loan 
S125,OOO grant 
S2,500,OOO grant 



Housing Development Fund of Lower Fairfield County, Inc. 
Institute for Community Economics, Inc. 

JacksonlHinds Minority Capital Fund, Inc. 
Leviticus 25:23 Alternative Fund, Inc. 
Local Initiative Support Corporation 
Low Income Housing Fund 
assistance 
Minority Investment Development Corporation 
Neighborhood Bancorp 
investment 
Neighborhood Housing Services of Chicago, Inc. 
New Mexico Community Development Loan Fund, Inc. 
Northcountry Cooperative Development Fund, Inc. 
Northeast Entrepreneur Fund, Inc. 

PPEP Microbusiness and Housing Development Corporation 
Primary Care Development Corporation 
Renaissance Economic Development Corporation 
Rural Community Assistance Corporation 

assistance 
Sable Bancshares, Inc. 
investment 
San Antonio Business Development Fund, Inc. 
Southern DaUas Development Corporation, Inc. 
St. Luke Credit Union 

Tampa Bay Community Reinvestment Corporation 
Tri-County Credit Union 

Unified Singers Federal Credit Union 

Union Settlement Federal Credit Union 
United Bank of Philadelphia 
Vennont Community Loan Fund, Inc. 

Vennont Development Credit Union 
Washington County Council on Economic Development 
Wendell Phillips Community Development Federal Credit Union 

Stamford, CT 
Springfield, MA 

Jackson, MS 
Yonkers, NY 
New York, NY 
San Francisco, CA 

Providence, RI 
San Diego, CA 

Chicago,lL 
Albuquerque, NM 
Minneapolis, MN 
Virginia, MN 

Tucson, AZ 
New York, NY 
New York, NY 
Sacramento, CA 

Chicago,IL 

San Antonio, TX 
DaUas, TX 

Wmdsor, NC 

Tampa, FL 
Ahoskie, NC 

Thomasville, GA 

New York, NY 
Philadelphia, PA 
Montpelier, VT 

Burlington, VT 
Washmgton, PA 
Minneapolis, MN 

$78,500 grant 
$1,125,000 grant & 
$96,100 technical assistance 
$700,000 grant 
$250,000 grant 
$1,000,000 grant 
$165,000 technical 

$750,000 equity investment 
$1,500,000 equity 

S96O,OOO grant 
S6OO,000 grant 
$185,000 equity investment 
S250,OOO grant & 
$35,000 technical assistance 
$250,000 grant 
S2,500,000 grant 
$300,000 grant 
S6OO,OOO grant & 
S300,OOO technical 

SI,OOO,OOO equity 

$500,000 grant 
$600,000 grant 
$230,000 grant & 
$20,000 technical assistance 
$2,500,000 grant 
$250,000 grant & 
$25,000 technical assistance 
$250,000 grant & 
S21 ,000 technical assistance 
S200,000 grant 
$500,000 grant 
S465,000 grant & 
$35,000 technical assistance 
$500,000 grant 
S250,000 grant 
$80,000 grant 

CDFIs selected for funding under the Intermediary Component of the CDFI Program 
are: 

National Association of Community Development Loan Funds 
National Federation of Community Development Credit UnIOns 

Philadelphia, PA 
New York, NY 

Insured depository institutions awarded under the BEA Program are: 

American State Bank Osceola, AR 

First National Bank of Phillips County Helena, AR 

Simmons First National Bank Pine Bluff, AR 

Bank of America Community Development Bank Walnut Creek, CA 
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S1,750,OOO grant 
$3,250,000 grant 

$15,000 

$7,500 

S30,OOO 

$915,333 



California Korea Bank Los Angeles, CA $31,250 

CenFed Bank Pasadena, CA $62,500 

Chevron Credit Bank, N.A. Concord, CA S9,750 

Citibank, F.S.B San Francisco, CA S74O, 156 

City National Bank Los Angeles, CA S12,500 

Community Bank of the Bay Oakland, CA SI,657,750 

Fidelity Federal Bank Los Angeles, CA S250,OOO 

Hanmi Bank Los Angeles, CA $25,000 

People's Bank uf California Los Angeles, CA S62,500 

Republic Bank California, N.A. Beverly Hills, CA S52,618 

Norwest Bank Colorado, National Association Denver, CO S165,000 

Crestar Bank Washington, DC S464,607 

Florida International Bank Miami, FL $13,968 

Bank of America, N.T. & S.A. Chicago, IL S18,000 

Cole Taylor Bank Wheeling, IL $29,480 

Harris Trust and Savings Bank Chicago,IL S5,400 

The Northern Trust Company Chicago,IL S425,500 

The South Shore Bank of Chicago Chicago,IL $848,320 

Republic Bank & Trust Company Louisville, KY SI,I00 

Cen:ral Bank Monroe, LA S37,500 

First National Bank of Commerce New Orleans, LA S112,500 

BankBoston Boston, MA SI28,300 

Cambridge Savings Bank Boston, MA SI,732 

Wainwright Bank and Trust Company Boston, MA $60,385 

Atlantic Bank, N.A. Portland, ME $15,000 

Bath Savings Institution Bath, ME S8,250 

Kennebunk Savings Bank Kennebunk, ME S12,OOO 

Ocean National Bank Kennebunk, ME S4,500 

Peoples Heritage Bank Po rtland. ME S30,000 

PeppereU Trust Company Biddeford, ME S7,SOO 

Central Bank of Kansas City Kansas City, MO S83,808 

Trustmark National Bank Jackson, MS SIS0,000 

Branch Banking and Trust Company Winston Salem, NC $330,000 

Central Carolina Bank and Trust Company Durham, NC S550,000 

First Union National Bank Charlotte, NC S948,750 
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NationsBank, National Association Charlotte, NC S545 ,600 

Amalgamated Bank of New York New York, NY S16,200 

Bankers Trust Company New York, NY S957,OOO 

Citibank, N.A. New York, NY S2,517,024 

Community Capital Bank BrookJyn, NY SI68,796 

European American Bank Uniondale, NY SI,547,285 

Manufacturers and Traders Trust Company New York, NY S218,770 

Republic National Bank New York, NY S371,550 

Roosevelt Savings Bank Garden City, NY S2,250 

The Chase Manhattan Bank New York, NY' S96O,205 

Bank of America, FSB Portland, OR S755,349 

First Bank of Beverly Hills, Portland, Oregon Portland, OR S19,254 

Girard Savings Bank Portland, OR S98,I00 

Washington Federal Savings Bank Washington, PA $83,250 

NationsBank of Texas, NA Dallas, TX $334,400 

The San Benito Bank & Trust Company Arroyo, TX SI5,OOO 
(a unit of Pacific Southwest Bank) 

--30--
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DEPARTMENT OF THE TREASURY 

................................ ~~/78~q~ .............................. .. 
OrnCE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C .• 20220. (202) 622·2960 

FOR IMMEDIATE RELEASE 
December 11, 1997 

Contact: Paul Elliott 
(202) 622-2960 

TREASURY ISSUES RECOMMENDATIONS FOR IMPROVING CREDIT UNIONS 

The Treasury Department today released a Congressionally mandated study of credit 
unions. In this report, the Treasury Department found that the National Credit Union 
Administration Share Insurance Fund is essentially sound and prepared for meeting potential 
challenges but should be strengthened in several ways. 

The report recommends four principal changes to the National Credit Union 
Administration (NCUA) oversight of regular credit unions: (1) the NCUA should make 
important safety and soundness rules readily accessible to interested parties and publish 
proposed rules in the Federal Register and solicit comments from interested parties; (2) credit 
unions should maintain at least a 6 percent ratio of net worth to total assets; (3) Congress 
should adopt a streamlined system for prompt corrective action for federally insured credit 
u~ions; (4) large credit unions should obtain an annual audit from an independent public 
accountant. 

Separately, the Treasury study concludes that there are better ways of protecting the Share 
Insurance Fund than writing off the I percent deposit, which would add nothing to the Share 
Insurance Fund's reserves. 

. Each federally insured credit union must maintain on deposit in the Share Insurance Fund an 
amount equal to 1 percent of the credit union's insured deposits. Although the Treasury does not 
recommend changing the accounting treatment of the I percent deposit it does recommend 
strengthening the requirement for credit unions to build net worth. 

Under current law, credit unions set aside a small percentage of their gross earnings as 
reserves until their net worth reaches 6 percent of risk assets. The Treasury recommends raising this 
target so that credit unions would build net worth until they had 7 percent net worth to total assets. 
This approach should strengthen both individual credit unions and the Share Insurance Fund. 

The overwhelming majority of credit unions already meet the 7 percent target. The report 
states that the 7 percent target, coupled v.;th other reforms proposed in the report, would be far more 
constructive and effective than compelling credit unions to write off their 1 percent. 
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The report also recommends that the NCUA take several steps to improve its supervision of 
corporate credit unions. Corporate credit unions exist to provide services to regular credit unions. 
In particular, they invest funds deposited by their member credit unions. Corporate credit unions also 
provide services comparable to the correspondent services that large commercial banks traditionally 
provided to smaller banks. 

The Treasury recommends that the NCUA: (1) provide additional resources to its Office of 
Corporate Credit Unions; (2) make greater use of risk-based approaches to supervision; (3) improve 
its written guidance for examiners and corporate credit unions; (4) update its system for rating the 
strength of corporate credit unions; and (5) provide better analysis and documentation in connection 
with examinations. The report also found that the NCUA has taken significant strides in improving 
its supervision of corporate credit unions, and its new corporate credit union regulation will 
encourage corporate credit unions to continue to make themselves safer and sounder. 

The full text of this report will be available on the World Wide Web at 
http:\\www.ustreas.gov, the homepage of the Treasury Department. 
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DEPARTMENT OF THE TREASURY 

OFFICE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C .• 20220. (202) 622-2960 

FOR IMMEDIATE RELEASE 
December 11, 1997 

Contact: Public Affairs 
(202) 622-2960 

STATE!v1ENT BY TREASURY SECRETARY ROBERT E. RUBIN 

Today's decision by the Office of the Comptroller of the Currency to allow subsidiaries of 
national banks to underwrite municipal revenue bonds will benefit states and municipalities 
throughout the country. It is a significant and important step in the direction of making our 
financial services system more competitive and more responsive to the needs of consumers. 

While we fully support the Comptroller's initiative in strengthening the national banking 
system through an orderly and prudent expansion of the use of bank operating subsidiaries, we 
continue to believe that Congress should give high priority to comprehensive reform of the laws 
that govern our financial services system. Eliminating outdated barriers to increased competition, 
while assuring protection of a sound financial system, must remain an essential goal. 
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oma:: OF PUBIlC AFFAIRS • 1500 PENNSYLVANlAAV'EN1JE, N.W •• WASHlNGTON. D.C.. 20220 • (202) 622.t960 

FOR IMMEDIATE RELEASE 
December 12, 1997 

Contact: Dan Israel 
(202) 622-2960 

STATEMENT BY TREASURY SECRETARY ROBERT E. RUBIN 

At the conclusion of the recent Senate hearings on the Internal Revenue Service, then
Acting Commissioner Mike Dolan requested a report on the use of enforcement statistics and 
collection tools. I have reviewed the first report on the actions of employees and managers in the 
Oklahoma! Arkansas District and I am seriously disturbed by its conclusions that an emphasis on 
statistical goals and expectations could have affected taxpayers' rights to fair treatment and 
employees' rights to a fair evaluation system. This is an unacceptable finding and one that 
demands strong action. 

Recently the IRS has announced a number of actions designed to address the problem of 
reliance on statistics and the need to improve customer service. Those measures announced 
during the hearings and further steps taken last week target many of the problems raised in this 
report. 

The report released today raises serious questions about the policy guidance given to 
employees and the use of enforcement statistics and collection tools. For that reason, the IRS has 
announced new, significant steps designed to ensure that, even as we seek to continue our work 
to change the culture of the IRS, we act quickly to protect taxpayer rights. I fully support 
Commissioner Rossotti in announcing these actions. These steps are an appropriate first response 
to these findings. 

The recent, successful series of IRS Problem Solving Days produced an important 
reminder that the vast majority of IRS employees are committed to doing their jobs right and that 
most taxpayers seek only the chance for a fair hearing. 
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OFFICI:: OF PUBIlC AFFAIRS • 1500 PENNSYLVANJAAVENUE, N.W .• WASlllNGTON, D.C.. 20220 • (~02) 622.t960 

FOR IMMEDIATE RELEASE 
December 13, 1997 
Remarks as prepared for delivery 

Statement by Lawrence H. Summers, Deputy Secretary to the Treasury 
on the WTO Agreement in Financial Services 

Ambassador 13arshefsk")' hac:; noted the enormous debt we owe to Jeffrey Lang, the deputy 
United States Trade Representative with regard to lhis agreement. Let me start by adding our 
thanks to the dedicated Treasury officials who worked with their USTR colleagues to make it 
possible: Tim Geithner, our Assislant Secretary for Tnternational Affdirs, who led the Treasury 
team in Geneva during the final stages of the negotiations; Meg Lundsager, our Ueputy 
Assistant Secretary for Trade and Investment Policy, who has livcd and breathed financial 
services liberalization since March; Matthew Henncsey, dlrector of Treasury 's office oL"financiul 
services negotiations~ and Michael Kaplan, who designed the technical content of the 
negoliations and mad~ a critical contribution to their success. You all have OUT deepest 
appreciation for your hard work. 

This is an important step for onc of America's most competitive industries and a critical 
step lor the world economy. By laying the foundation for a trilly global capital market it provides 
confidence right now and an opportwuty for the financing of critical investments in development 

around the world for many, many years lo come. 

Achieving this ugreement has been a priority for many years, in both Democratic and 
Republican Administrations. We have done thi;;; in partnership with industry. We hn:ve 
maintained our position unless and lUltil satisfactory ofTers were forthcoming from importanl 
markets around the world. And we have worked closely with, and benefited from, the support 
and steadfastness ofthe Senate and IJOll'lC Banking, Finance, Ways and Means and Conunerce 

Committees. 

The output of US securities firms has grown four times faster than the economy as a 
whole since 1977, anti fInancial services now account for some seven percent of our GDP. Ours 
is the largest, most succe~sflll financial services industry in the world. ll1is agreement wlll help 
ensure it remains so well into the next century. 
RR-211 I 
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Going inlo these negotiations we laid down four Core objectives; countries had to grant 
foreign firms the right to establish. They had to granl them the right to fi.lllmajority ownership, 
which is Gruciai for effective firm management. Thcy had to assure foreign firms of their existing 
rights in lhese markets. And they had to grant them the right to participate fu1ly throughout the 
market, on the basis of substantially full Dational treatment 

Those four objectives have been met in the overwhelming majority of cQuntries. United 
States firms will have the right to entcr foreign financial markets in one WdY or another and 
compete on a level playing field in virtually every WTO member country, including the key 

emerging markets. In all industrialized countries, and in most of the emerging markets, foreign 
providers will be permitted to be majority owners of lOGal operations. And the existing rights of 
foreign providers will be assured in markets accounting for. well over 90 percent of global trade 
in financial services. 

This historic agreement provide::; a foundahon for me creation of a truly global capital 
markel. In the weeks, months and years ahead we will be working to build on this foundation by 
~upporting continuing openness offmancial markets around the world. A pruticular priority will 
be to address a key outstanding issue, regarding the forced divestiture of major cquity stakes in 
important markets. It is vital for our industry, and vital for the global financial services market 
that we lind a solution to this problem -- and our officials will be working hard to achieve that 
objective as we go forward. 

Ihis agreement sends a <""Titical message at a critical period. At a time of instability and 
uncerlainty in world markets, it will increase \,;onfidence by showing that the international 
commllIlity's commitment to integration remains intact. Some 70 additional nations have 
pledged genuine and permanent liberalizalion of their financial services markets. And they have 
set in place a powerful framework for ensuring that the progress toward more open and efficient 

global markets continues. Thank. you. 
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omCE OF PUBUC AFFAIRS • 1500 PENNSYLVANlAAVENUE, N.W •• WASHINGTON, D.C .• 20220. (202) 622.2960 

FOR IMMEDIATE RELEASE 
December 13, 1997 

Statement by Secretary Rubin and Ambassador Barshefsky 
Regarding the Successful Conclusion of the WTO Financial Services Negotiations 

We are pleased to announce that the United Stated has led a successful effort to conclude 
multilateral negotiations that will open financial services markets to US suppliers of banking, 
securities, insurance and flnancial data services. 

The agreement that we secured last night is dramatically improved from the one that concluded 
in 1995; at that time there were only 45 offers on the table. This deal covers 95% of the global 
financial services market as measured in revenue. With this deal; 102 WTO members now have 
market-opening commitments in the financial services sectoT, including 70 improved offers in 
this round of negotiations. The conunitments before us now encompass $17.8 trillion in global 
securities assets; $38 trillion in global (domestic) bank lending; and $22.2 trillion in worldwide 
insurance premiums. In insurance alone, US companies now have more than $200 billion in 
foreign premiums. 

This agreement will open financial services markets to an unprecedented degree and provide 
lasting benefits to U.S. industry, the U.S. economy, and the global economy_ Across all 
insurance sectors -- encompassing life, non-life, reinsurance, brokerage and auxiliary services --
52 countries have guaranteed broad market access terms. Another fourteen countries have 
cormnitted to open critical areas of their insurance of particular interest to U.S. industry. Fifty
nine countries will permit 100% ownership of subsidiaries or branches in banking; 44 cOWltries 
will permit 100% ownership of subsidiaries or branches in securities. 

A well-functioning financial services industry is key to economic growth in any country, as we 
have seen in the United States. With the most open financial services markets in the world, 
competition in the financial services industry has delivered lower prices and greater choices and 
contributed enormously to prosperity here. This agreement levels the playing field in global 
financial markets, providing new opportunities for U.S. financial services firms. 
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At the same time, this agreement will foster the development of financial markets, especially in 
developing cOlmtries, helping lay the foundation for sustained growth. Many cOtU1tries had 
already begun the process of financial sector liberalization, but in the past had hesitated to lock in 
those measures. This agreement locks in that progress and in addition, substantially advances 
the process of market opening abroad. 

Financial services, together with the Infonnation Technology Agreement (IT A) and the 
agreement in the WTO to lock in market opening commitments on telecommunications services, 
now completes the triple play of solid global market opening agreements we have reached int he 
past year. All three cover sectors where the United States is the most competitive producer and 
service provider in the world. All three unlock new opportunities for our companies and workers 
at the moment they are the most competitive. All three come in areas where the United States 
has minimal or non-existent trade barriers, but the rest of the world -- particularly the fastest 
growing markets of the world -- present substantial entry barriers for our companies. 

Let us conclude by thanking Ambassador Jeffrey Lang, the Deputy United States Trade 
Representative, and Tim Geithner, Assistant Secretary for International Affairs of the Treasury 
Department, who have worked tirelessly, not just in the home-stretch of the past few weeks, but 
over the past two years visiting Asian capitals, being orrmi-present in Geneva, working with our 
trading partners, and doing everything to make sure there was an end-game. Similarly, Meg 
Lundsager, Mathew Hennesey and Michael Kaplan at Treasury and Wendy Cutler and Laura 
Lane at USTR and the rest of our team have our deepest appreciation for their hard work. 
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PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt. Washington, DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR I~~EDIATE RELEASE 
December lS, 1997 

CONTACT: Office of Financing 
202-219,..3350 

RESULTS OF TREASURY'S AUCTION OF 13-WEEK BILLS 

Term: 
Issue Date: 
Maturity Date: 
CUSIP Number: 

91-Day Bill 
December 18, 1997 
March 19, 1998 
91279461-:2 

RP~GE OF ACCEPTED COMPETITIVE BIDS: 

Disccu.~t: InveEtme;~t. 

Rate Rc.te; 1/ Price 
------ ---------- ------

Low 5.0S0%- S.le8%' 98.723 
High 5.070% S.209%" 98.718 
Average 5.070%' 5.20S:%" 98.718 

Tender5 at the hi~h discount rate w~~e allott.ed 97% . 

. ~OUN~S TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Federal Reserve 
Foreign Official Inst. 

Refunded Maturing 
Additional Amounts 

TOTAL 

$ 

Tendered 

31,392,847 
1,306,665 

32,699,512 

3,384,310 

493,580 
153,320 

36,730,722 

11 Equivalent coupon-issue yield. 

RR-2113 
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c: 
"T 

Accepted 

5,471.164 
l,306,E65 

6,777,829 

3,384,31D 

4:93,580 
153,320 

10,809,039 



PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - W.~HINGTON DC 

FOR IMMEDH.TE RELEASE 
December 15, 1997 

CONTACT: Offic~ of Finar~cing 
202-215-3350 

RESULTS OF TREASURY'S AUCTION OF 26-WEEK SILLS 

Term: 
ISSUE DatE: 
Maturity Date: 
CUS I P !':·..lmb~ r : 

182 -Day Bill 
December 18, 1997 
June 18, 1998 
9127916T6 

RANGE OF ACCEPTED COMPETITIVE EIDS: 

Discount Investment 
R2.te Race 1/ Price 

------ ---------- ------
Low 5.150% 5.362% 97.396 
High S.17S%- S.387%- 97.384 
Ave:::-agE 5.175% 5.387% 97.384 

TE~cie~s ~~ the high discount race we:::-e allotted 38~. 

Al<!Ou"NTS TENDERED AND ACCEPTED (in thousands) 

Compet:'c:i"l."': 
Noncor..~et i ti ve 

P~:"IC SUBTOTAL 

Fecier2.l Reserve 
Foreiq~ Official Inst. 

Re:-.moed Maturing 
Adc:ticn~l Amounts 

T07.<\1, 

1/ Equi val:rl:: COl.lpOn - issue yielc. 

RR-2114 

$ 

$ 

Tendered 

28,678,654 
1,086,752 

29,765,406 

3,365,000 

2,174,420 
675,5S0 

35,980,406 

http://''fW\'' .pu b licdebt.treD:J.gov 

$ 

$ 

3,9~~,598 

1,OEC:,752 

5,056,350 

3,36::,000 

:,17~,'!20 

673,5S0 

1l,3C~,350 



PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

FOR IMM;EDIA TE RELEASE 
December 16, 1997 

Contact: Office of Financing 
(202) 219-3350 

TREASURY'S to-YEAR INFLATION-INDEXED NOTES 
JANUARY REFERENCE CPI NUMBERS AND DAILY INDEX RATIOS 

Public Debt announced today the reference Consumer Price Index (CPI) numbers and the 
daily index ratios for the month of January for the 100year Treasury inflation-mdexed 
notes of Series A-200? This informatlon is based on the non-seasonally adjusted U.S. City 
Average All Items Conswner Price Index for All Urban Consumers (CPI-U) published by 
the Bureau of Labor Statistics of the U.S. Department of Labor. 

In addition to thc publication of the reference cpr s (Ref CPI) and index ratios, this 
release provides the non-seasonally adjusted CPI-U for the prior three-montb period. 

This information is available through the Treasury's Office of Public Affairs automated fax 
system by calling 202-622-2040 and requesting document number 2115. The information 
is also available on the Internet at Public Debt's home page (http://www.publicdebttreas.gov). 

The information for February is expected to be released on January 13,1998. 
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Contact: Office of Financing 202-219-3350 

TREASURY 1 (}-YEAR INFLATION-INDEXED NOTES 
SERIES: A-2007 

9128272M3 
January 15,1997 
February 6, 1997 

April 15, 1997 
January 15, 2007 

158.43548 
January 1998 

31 

CUSIP: 
DATED DATE: 
ORIGINAL ISSUE DATE 
ADDITIONAL ISSUE DATE: 
MATURITY DATE: 
Ref CPI on DATED DATE: 
TABLE FOR MONTH OF: 
NUMBER OF DAYS IN MONTH: 

CPI-U (NSA) September 1997 
CPI-U (NSA) October 1997 
CPI-U (NSA) November 1997 

161.2 
161.6 
161.5 

Ref CPI and Index Ratios for January 1998: 

C_alendar dax __ . 
January 
;January 
,January 
IJanuary 
~January 

:January 
'January 
January 
IJanuary 
January 
January 
IJanuary 
January 
IJanuary 
January 
January 
January 
January 
January 
,January 
'January 
January 
'January 
January 
iJanuary 
January 
January 
IJanuary 
January 
IJanuary 
IJanuarv 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 

'--'--

i Ref CPI 
19--9-81-161.60000: 
19981161.59677 
1998 161.59355 
1998 1 161 .59032 
1998 161.58710 
1998\161.58387 
1998 161.58065 
19981 161.57742 
19981161.57419 
1998 161.57097 
19981 161.56774 
19981 161.56452 
1998 161.56129 
1998 161.55806 
1998 161.55484 
1998 161.55161 
1998 161.54839 
19981' 161.54516 
1998 161.54194 
1998 161.53871 
1998 161.53548 
1998 161.53226 
1998 161.52903 
1998 1 161.52581 
1998 i 161.52258 
1998 i 161.51935 
1998, 161.51613 

I 

1998 161.51290 I 

1998 161 .50968 
1998 161.50645 
1998 J61 :..50323 

Index Ratio , 
.. - -'1 

1.01997 I" 

1.01995 
1.01993 
1.01991 
1.01989 
1.01987 
1.01985 
1.01983 
1.01981 
1.01979 
1.01977 
1.01975 
1.01973 
1.01971 
1.01969 
1.01967 
1.01965 
1.01963 
1.01961 
1.01959 
1.01957 
1.01955 
1.01953 
1.01951 
1.01948 
1.01946 
1.01944 
1.01942 
1.01940 
1.01938 
1.01936 



PUBLIC DEBT NEWS 
-Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

FOR IMMEDIATE RELEASE 
December 16, 1997 

Contact: Office of Financing 
(202) 219-3350 

TREASURY'S S-YEAR INFLATION-INDEXED NOTES 
JANUARY REFERENCE CPI NUMBERS AND DAILY INDEX RATIOS 

Public Debt announced today the reference Consumer Price Index (Cpr) numbers and the 
daily index ratios for the month of January for the 5-year Treasury inflation-indexed notes of 
Series 1-2002. This informatlon is based on the non-seasonally adjusted U.S. City Average All 
Items Consumer Price index for All Urban Consumers (CPI-U) published by the Bureau of 
Labor Statistics of the U.S. Department of Labor. 

In addition to the pUbLcation of the reference CPl's (RefCPn and index ratic ,this release 
provides the non-seasunally adjusted CPI-U for the prior three-month period. 

This information is a rilable through the Treasury's Office of Public Affairs .. utomated fax 
system by calling 20: ·621-2040 and requesting document number 2116. Tb information 
is also available on ti ;: Internet at Public Debt's home page (http://www.publ:cdebt.treas.gov). 

The information for February is expected to be released on January 13, 1998 
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Contact: Office of Financing 202-219-3350 

TREASURY S-YEAR INFLATION·INDEXED NOTES 
SERIES J-2002 
CUSIP: 9128273A8 
DATED DATE: July 15. 1997 
ORIGINAL ISSUE DATE. July 15. 1997 
ADDITIONAL ISSUE DATE. October 15, 1997 
MATURITY DATE: July 15, 2002 
Ref CPI on DATED DATE. 160.15484 
TABLE FOR MONTH OF: January 1998 
NUMBER OF DAYS IN MONTH 31 

CPI-U (NSA) September 1997 161.2 
CPI-U (NSA) October 1997 161.6 
CPI-U (NSA) November 1997 161.5 

Ref CPI and Index Ratios for January 1998: 

.--. 

'_Calendar~_ Ref CPI I Index RCl:tio i ---- '''--

199B January 1 161.60000 1.00902 
!January 2 1998: 161.59677 1.00900 
,January 3 1998; 161.59355 1.00898 
,January 4 1998i 161.59032 I 

1.00896 
IJanuary 5 1998i 161.58710 1.00894 
January 6 1998~ 161.58387 1 1.00892 
IJanuary 7 1998 1 161.58065 1.00890 
January 8 1998 161.57742 I 1.00888 , 
January 9 19981 161.57419 1.00886 
'January 10 1998 161.57097 1 1.00884 
January 11 19981 161.56774 1.00882 
January 12 1998 161.56452 1 1.00880 
January 13 1998 1 161.56129 100878 
January 14 1998, 161.55806 1.00876 
'January 15 19981 161.55484 1.00874 
January 16 1998 161.55161 1 1.00872 IJanuary 17 19981 161.54839 1.00870 
January 18 1998 161.54516 1.00868 January 19 19981 161.54194 1.00866 January 20 1998 161.53871 1 1.00864 
January 21 1998 1 161.53548 1.00862 iJanuary 22 1998

1 
161.53226 1.00860 January 23 1998' 161.52903 1.00858 IJanuary 24 1998 1 161.52581 1 1.00856 'January 25 1998i 161.52258 1.00854 January 26 1998 161.51935 I 

1.00852 'January 27 19981 161.51613 i 1.00850 January 28 1998 161.51290 1.00848 'January 29 1998' 161.50968 1 
1.00846 January 30 19981 161.50645 1.00844 IJanuary ____ 31 1998: 161.50323 1.00842 -'-- -
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OFFICE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C .• 20220. (202) 622-2960 

EMBARGOED UNTIL 2:30 P_M. 
December 16, 1997 

CONTACT: 

7REASURY'S WEEKLY BILL OFFERING 

Office of Financing 
202/219-3350 

The Treasu:::-y will auc~ion two series of Treasury bills totaling 
approximately $14,500 milllon, to be issued December 26, 1997. T~is offering 
will resul~ ~n a p~ydown for the Treasury 0: about $1,625 ~~llion, as the 
ma~uring publicly held weekly bills are outs:anding in the amc~_t of $16,125 
millio:1. 

IL additio~ to the p~lic holdings, Federal Reserve B~~E for their own 
accoun:s hold $6,344 m~llion 0: the maturins bills, which may ~e refunded at the 
weighted average d~sco~~t r~te of accepted competitive tenderE ~~ounts issued 
to these acco~~ts will te ~n addition to the offering amount. 

Fec.era:' Rese:-ve Banks hold $4.350 m:..llio:l of the m.a::urir:c iss"..les as aqents 
fe; :orelor: ant lnte=na:io~~l monetarY a~thorities. Un to S300C m~llion of 
these se~ur:::ies mav be re~u~ded wltr.:r. ~he o:ferlnc 2~Ou~t ir. e~ch of the 
auctle::s 0: 13-wee1.c b::..lls a::ci 26-week ):::..:1., at the we':chte:: a'.-C:-2.ce disco..:.,t 
ra::e 0: ac;ected C01'!':Oetitive te::ders. .r..dc.ltlcr.a~ amo-...:nts mav ~~ 'ssued ir.. each 
au~t i.e=-_ fo:::-· s·-:~:-. ac::ou:-_ts to the eX':e:1t that the a~oc:.::t 0: ne·,· =, CS ex::eeds 
$3,OCO m::.L.l.o::. 

Ter.ders fo::- t:he bills will be received at Fecerc..:" ReserVe Ez.nks and 
Br~""lches and 2t the Bureau 0: the ~~lic Deb:, ~as~lngtO:1, D.C. T~is offering 
of 7reas~rv se::url:ies is scverned by t~e ter~s a::d conc::io:1s set forth in the 
'Jr:.:':O::lr. Offe:-':'::g Cl:::-c:.:lar (3: CFR Part 356, 2.S a::".endedJ :or t::-_e s~le a..~d issue 
by the· ':reas-...::ry to the pub:'lC ·0: marketab:"e -::::-e2.s'...:r'.:" l::i::'ls, r.C~eS, 21"'.d bcn:is. 

Deta:'ls 
r.:..g::liS::::.s . 

Attachment 
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HIGHLIGHTS OF TRBASURY OFFBRINGS OF ~g8KLY BILLS 
XO DS IBBURD DRCBNBKR 16, 1997 

December 16, 1997 

Offoring NnQunt ............................ $7,250 million $7,250 million 

pepcription of Qfferingl 
Terlll and type of security 
cus 1 V lIullwel' , . , ...... . 
Auct iOIl date .... , ........ . 
Issue date ... ,., . , .. . 
Maturity date"." .. . 
Original issue date., .... . 
CIIl:rently outstanding .. . 
N i u iOlum bid amount ..... . 
Nultiples .... 

90-day hill 
~1:.!·/!)4 6J U 

Decel!lber :.12, I~~" 

Decciliber 26, 1997 
f;1acch 26, 1996 

SeptclIlbcr 25, 19~'1 

$10,500 million 
$10,000 
$ 1,000 

18) ·<IdY bi J t 
~lLI'j1 Hil 

IJt:Ct!fIlDt:!l 22, 1';J~"f 

OecelHDel' 26, 199") 

June 25, 
,June 26, 

$19,430 

$10,000 
$ 1,000 

1990 

19~'1 

million 

~ fQllowing rul~~ Apply to ill securities mentiol\eu aUOV6t 

~s6ion of Sid6: 
Noncompctitive bids 

Competitive bids. 

Nd:-<.illl4tfl Recoqni;r;eo Bi.,g 
i!La Single Xield 

lli;s,i.lll1!ill 8 \o!,!1ui . 

~ecei~t DE Te~. 
NOllCOllltlC tit i vc t eode e E 

COlilvet i t ive tClldeL"8 .. 

V,\\IllJellt T~ (ms 

Acceptt!u ill full lip to $1.000,000 ill L1lc dVC1<.l<jC 

discount cate of dccepted cOlf'pellllVt! bids 
(1) Nuut lJe exprcssed GIS d du;cQunt IJle \~Jlh lll/cC dCL'ilil..JIL, III 

increlllents af .OO~\, e.g., I.lUU\, 1.10'>\ 

(2) Net 10llg pa~itioll fur t::..tL'\llJitldec IlIuul be ll!pUlled 11l.ell tI".; 
Bum of the total bid amount, at all diliCOUllt C..Itcs, ,jilL! llt<.: 

net 10llg position is $1 billion DC gleateI 
OJ Uct lOllg pooitiofl mu:;t Le deletfllil/eo o.l5 of olle laell t IIOUI 

prior to the clo~jng t.llTfU tue lcceipt at cUiI'pclltlV<' lelldel:. 

J'>t of pul.Jlic o(felill'j 

J'>\ of pub! ic oUelil.,) 

l'l I U t- lui L : 0 0 rio u II 10.) 5 l f" n ~;t" Ii d ell d I i In t, 0 II d IJ ell () 1\ cJ ... I 
~'lld[ lu 1.00 jllli l~dt;!.CIIi !;lLlliddld Liloc Oil ..tllel.l{Jl' d,ll 

F\J 11 (JdY"ICflL \1 i III L cllde I or l.Jy L tld[ 'je IUd t lJlldu olLLUllltl 

dl cI I'ecicr.!l HCSt.:1V<.: lLJIli< "II i:"Lue d,'le 



DEPARTMENT OF THE TREASURY 

............................ II ........ ~/7Hq~ .................................... 1I 
OFFICE OF PUBUC AFFAIRS -1500 PENNSYLVANIA AVENUE, N.W. - WASHINGTON, D.C. - 20220 - (202) 622-2960 

FOR IMMEDIATE RELEASE 
December 17, 1997 

Contact Kelly Crawford 
(202)622-2960 

STATEMENT BY TREASURY SECRETARY ROBERT E. RUBIN 

We welcome the policy actions announced last night by Prime Minister Hashimoto to strengthen 
domestic demand, including a 2 trillion yen cut in personal income taxes. A strong economic 
recovery in Japan, led by domestic demand, is important for both our countries, for Asia, and for 
the world economy. We also welcome the proposals by the Japanese authorities to strengthen the 
financial system and urge them to move forward quickly to implement those proposals. 
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For press releases, speeches, public schedules and official biographies, call our 24-hour fax line at (202) 622-2040 



· D EPA R'T MEN T '0 F THE T R E A'S U R Y 

TREASURY NEWS 
OFFlCE OF PUBUC AFFAIRS -1500 PENNSYLVANIA AVENUE, N.W. - WASHINGTON, D.C. - 20220 - (202) 622-2960 

FOR IMMEDIATE RELEASE 
December 17, 1 997 

Contact: Beth Weaver 
(202) 622-2960 

UNDER SECRETARY KELLY TO ADDRESS ROPER, FRANCIS MIDDLE SCHOOL 
STUDENTS, ANNOUNCE DONATION OF COMPUTERS 

Treasury Under Secretary for Enforcement Raymond W. Kelly will address students from 
Roper and Francis Middle Schools and announce the donation of 60 computers to the schools as 
part of Secretary Rubin's Partnership in Education program, tomorrow, December 18 at 12:30 
p.m. in Room 3327 of the Treasury building. 

Media without Treasury, White House, State, Defense or Congressional credentials 
planning to attend should contact Treasury's Office of Public Affairs at (202) 622-2960 , with the 
following information: name, social security number and date of birth, by 10:00 a.m tomorrow, 
December 18. This information may be faxed to (202) 622-1999. 
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For press releases, speeches, public schedules and official biographies, call our 24-hour fax line at (202) 622-2040 



DEPARTMENT OF THE TREASURY 

OFFICE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C.. 20220. (202) 622.2960 

EMBARGOED UNTIL ~:30 P.M. 
December 17, 1997 

CONTACT: 

TREP~URY TO AUCTION 2-YEAR AND 5-YEAR NOTES 
TOTALING $26,000 MILLION 

Office of Financing 
202/219-3350 

The Treasury will auction $15,000 million of 2-year notes and $11,000 million of 
S-year notes to refund $29,946 million of publicly held securities maturing Decembe~ 31, 
1997, and to pay down about $3,950 million. 

In addition to the public holdings, Federal Reserve Banks hold $1,381 million of 
the macurlng securicies for their own accounts, which may be refunded by issuins 
additional amounts of the ne~ securities. 

The maturing securltles held by the public include $2,081 million held by Fede=~l 
Rese~e B~nks as asents for foreign and international monetary authorities. Amounts bid 
for these accounts by Federal Re~erve Banks will be added to the offering. 

The 2-vear note auction will be held on Mondav, December 22, 199i, with 
noncomo@titive and competitive closino times of 11:00 and 11:30 a.m, Eastern Stgndarci 
time, resoec;ivelv, As pre',iously announced, the weekly bill auctions also sche1uled 
for the same dav will have normal closina times. The S-vear note auction will be held 
on Tuesdav, pe~ember 23, 1997, with normal noncompetitive and comoecitive closina times 
of 12:00 neon and 1:00 p.m, ~astern Standard time. 

Both the 2-year and Soy-ear not:e auctions will b@ conducted in the single-price 
auction tormat. All competitive and noncompetitive awards will be at the highest yield 
of accepted competitive tenc~~s. 

The 2-year and 5-year notes being offered today are eligible for the STRIPS 
program. 

Tenders will be received at Federal Reserve Eanks and Brancbes and at the Sure~u 
of the Public Debt, Washington, D. C. This offering of Treasury securities is governed 
by the terms and conditione set forth in the Uniform Offering Circular (3l CFR Part 356, 
as amended) for the 6ale and issue by the Treasury to the public of marketable Treasu~ 
bills, notes, and bonds. 

Details about each of the new securities are given in the attached offerins 
highlights. 

000 

ACtachment 
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For press releases, speeches, public schedules and official biographies, call ollr 24-hour fax line at (202) 622-2040 



HIGHLIGHTS OP TREASURY OPFERIHOS TO THB PUBLIC or 
2-~EAR AND 5-Y8AR NOTES TO BE ISSUED DECEMBER 31, 1'91 

December 1'1. 1997 

Q((f;;onq ~ ... 

VeSSCl: iptiQlI Qt Qffer;ing: 
Ter~l dod type of securi ty 
!jrrieft 

('US 1 P number 
J\uct iOIl dale 

$15,000 million 

2-year ootet! 

AN-1999 

912821 JR 1 
December 22, 1997 

~e~el1>t of Tef\ders!Ba,.te.l:n Standard time), 
NOIiCOllll",titlve tenders Prior to 11:00 a.III. 011 aucLion day 
COlullctltlve teJluero Pi·ior to 11:)0 a.l\I. 011 auction <.lay 

lolsuc (1i\Le LJece",llcr- )1, 199·/ 

tl.,tl'd daLp ... Dece.lIl.let· )1, 199., 

~ldlulity date December- 31, 1999 
lnt (,t:cst rate Oetel"nlilled based on the highest 

accepted competitive bid 
\"I{'ld ........ ....... Determined at auction 
Illtel·e:clL lJ"Yinent dates June 30 and Deccniber ) 1 

Nll1inlllll' bid amoullt ..... $5,000 
Nultiples ........ $1,000 
Acclued inlet:cst payable 

by investor None 
Pi ('nliulIl 01· discount Detelllllned ilt auction 

9.TIU P,2~n[ot:A\ati on; 
r·linlmum amount required ............ . 
Corpus CUSlP number ....... , ........ . 
Due date(sl and CUSIP numberCs) 

for addit ional TINT(s) .. . ......... . 

Determined ilt auction 
912820 CJ 4 

912eJ~ 

June ]0, 1999 ON 3 
December 31, 1998 QP 8 
June ]0, 1999 QQ 6 
Dcce!lIuer 31, 1999 OR 1\ 

The_ [oJ-lowing £ule~ _.applv to all .securities montioned !;l.bOV9: 
Submjssion of aids: 

$11,000 !million 

I)-year notes 
Q-2002 
912827 )S 9 
December 23, 1997 

Pelot: to 12:00 novn on <luetion ddy 

Prior to I:UO p.'R. on au<.:tion <.lay 
IJec;ell.beL· )1. 199·' 
Oece,llber )1, 19'01·' 

December )1, 2002 
Determined based on the highest 

accepteu competitive bid 
Determined at auction 
June )0 and lJeceJRber 31 
$1, 000 

$1,000 

None 
Ueter~ined at auction 

Determined at auction 
912820 CK 1 

2128J) 
June )0, 1998 ON J 
December 31, 1998 OP 9 
June JO, 1999 QQ 6 
Oecembe r 3 I, 1999 OR 4 
Juue 10. /.OUo ()f; /. 

December ]1, 2000 
June )0, 2001 
December J1, 2001 
June 10, 2002 
U<:cell,I,':r ·11. ".If,I,',! 

NOI~~o(l\lJetitive bids ......... Accepted in [ull up to $5,000,000 at the highest accepted yield. 
L·o",petitivc l>ids ............ (1) l'Iust be expressed (Iii a yield ~/ilh tllree <lecill'ills, e.g" ·'.l~J't. 

l1J!XiDlunl Re~gDized Bill 

(2) Net 10llg position tor each bidder must be reported when the Bum of the total bid amount, 
at all yielda, and the net long position is $2 billion or greater. 

(J) Net long posit ion must be determined a8 of one half -hour prior to the closing tirne for 
receipt of competitive tenders. 

(l,t " stnqle xield ........ Jst of publlc offering 
~~Ki~um Award ........•...... 35\ of public offering 

9l28)~ 

QT 0 
QU 1 
QV 5 
f)~1 1 
(J/. 

payment TeUB ............... Pull payment with tender or by charge to a funds account at a Federal Reserve Bank on issue date 



DEPARTMENT OF THE TREASURY 

TREASURY NEWS 
.............. ~/7~89 .. __________ __ 

OFFICE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AvENUE, N.W .• WASHINGTON, D.C.· 20220. (202) 622·2960 

FOR IMMEDIATE RELEASE 
December 18, 1997 

Contact: Public Affairs 
(202) 622-2960 

STATEMENT BY TREASURY SECRETARY ROBERT E. RUBIN 

We welcome the new facility put in place yesterday by the International Monetary Fund, 
which is being used today to provide a further tranche of the resources supporting its program for 
South Korea. 

The Supplemental Reserve Facility provides the IMF with a new tool to deal with 21 st century 
financial crises. By combining market interest rates with short maturities, this facility is designed to 
maximize the incentive for a quick return by governments to reliance on private market financing. 
It will be available only in carefully circumscribed situations and only in association with the strong 
policy response necessary to restore confidence. 

This is an important step to strengthen the international community's ability to deal with the 
types of financing problems that can arise in today's global financial markets, where flows are on a 
much larger scale than could be conceived a decade ago and are more sensitive to shifts in perception. 

The United States played an active part in developing this initiative, which was endorsed in 
Manila by Asian finance officials and by the APEC leaders at their summit meeting in Vancouver last 

month with the strong support of President Clinton. 
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For press releases, speeches, public schedules and official biographies, call our 24-hour fax linc at (202) 622-2040 



DEPARTMENT OF THE TREASCRY 

NEWS 
OFFICE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.~ .• WASmNGTON, D.C. • 20220. (202) 622-2960 

FOR IMMEDIATE RELEASE 
December 18, 1997 

Contact: Public Affairs 
(202) 622-2960 

STATEMENT BY SECRETARY ROBERT E. RUBIN 

The actions by the Japanese authorities in the exchange markets are appropriate. We 
share the concerns they have expressed about the yen. 

--30--
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For press releases, speeches, public schedules alld official biographies,1 call our 24-hour fax line at (202) 622-2040 



PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDL~TE RELEASE 
December 22, 1997 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 13-WEEK BILLS 

Term: 90-Day Bill 
Issue Date: December 26, 1997 
Maturity Date: March 26, 1998 
CUSIP Number: 9127946J8 

RANGE OF ACCEPTED COMPETITIVE BIDS: 

Discount Investment 
Rate Rate 11 Price 

------ ---------- ------
Low S.27S%' S.42l%- 98.681 

High 5.300%· 5.446% 98.675 

Average 5.295% 5.442% 98.676 

Tenders at the high discount rate were allotted 62~ . 

. ~OUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompetit.ive 

PUBLIC SUBTOTAL 

Federal Reserve 
Foreign Official Inst. 

Refunded Maturing 
Additional Amounts 

TOTAL 

1/ Equivalent coupon-issue yield. 

RR-2123 

Tendered 
-----------------
$ 28,880,840 

1,197,258 
-----------------

30,078,098 

3,169,235 

810,800 
o 

-----------------
$ 34,058,133 

http://www.publlcdebt.treas.gov 

$ 

$ 

Accepted 

5,249,468 
1,197,258 

6,446,726 

3,169,235 

810,800 
o 

10,426,761 



PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
December 22, 1997 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 26-WEEK BILLS 

Term: 
Issue Date: 
Maturi~y Date: 
CUSIP Number: 

l81-Day Bill 
December 26, 1997 
June 25, 1998 
912'7944Wl 

RANGE OF ACCEPTED COMPETITIVE BIDS: 

Discount Investment 
Rate Rate 1/ Price 

---------- ------------

Low 5.295% 5.515% 9'7.338 

High 5.320% 5.543%' 97.325 

Average 5.315% 5.536% 97.328 

Tenders at the high discount rate were allotted 21%. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

competitive 
Noncompe~itive 

PUBLIC SUBTOTAL 

Federal Reserve 
Foreign Official Inst. 

Refunded Maturing 
Additional Amounts 

TOTAL 

1/ Equivalent coupon-issue yield. 

RR-2124 

Tendered 
-----------------
$ 24,911,245 

973,602 
-----------------

$ 

25,884.,847 

3,175,000 

3,000,000 
27,400 

----------------
32,087,247 

http://www.pubUcdebt.treas.gov 

Accepted 
-----------------
$ 3,296,595 

973,602 
-----------------

4,270,197 

3,175,000 

3,000,000 
27,400 

-----------------
$ 10,472,597 



PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASEINGTON DC 

FOR IMMEDIATE RELEASE 
December 22, 1997 

CONTP-.CT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 2-YEPR NOTES 

Interest Rate: 5 5/8% 
Series: AN-1999 
CUSIP No: 9128273R1 

Issue Date: 
Dated Date: 
Maturity Date: 

December 31, 1997 
December 31, 1997 
December 31, 1999 

STRIPS Minimum: $320,000 

High Yield: 5.690% Price: 99.879 

All noncompetitive and successful competitive bidders were awarded 
securities at the high yield. All tenders at lower yields were 
accepted in full. 

Tenders at the high yield were allotted 33%. 

AMOUNTS TENDERED AND ACCEPTED (i~ thousands) 

Tender Type 
Accepted 

Competitive 
Noncou,De tit i ve 

PUE:CIC SUBTOTAL 

Federal Reserve 
Foreis~ Official Inst. 

TOTAL 

$ 33,':;0 7 ,800 
/25,428 

-----------------

$ 

3';,133,228 

/95,780 
~OO,OOO 

3::,'229,008 

$ 

$ 

Median yield 5.670%: 50% of the amount of accepted competitive 

te~ders was tendered at or below that rate . 

. ld 5 630 0 5% of the amount of acce?:ed competitive Low Yle . '0: 

tenders was tendered at or below that rate. 

RR-2125 

http://www .publicde bt.treas.gov 

14,277,450 
725,428 

15,002,873 

795,7'20 
900,000 

16,698,653 



PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt. Washington, DC 20239 

FOR IMMEDIATE RELEASE 
December 23, 1997 

Contact: Peter Hollenbach 
(202) 219-3302 

BUREAU OF THE PUBLIC DEBT AIDS SAVINGS BONDS OWNERS 
AFFECTED BY TYPHOON IN GUAM 

The Bureau of Public Debt took action to assist victims of the typhoon in Guam by expediting the 
replacement or payment of United States Savings Bonds for owners in the affected areas. The 
emergency procedures are effective immediately for paying agents and owners in those areas of 
Guam affected by the typhoon. These procedures will remain in effect through February 28, 
1998. 

Public Debt's action waives the normal six-month minimum holding period for Series EE savings 
bonds presented to authorized paying agents for redemption by residents of the affected area. 
Most financial institutions serve as paying agents for savings bonds. 

The replacement of bonds lost or destroyed will also be expedited by Public Debt. Bond owners 
should complete form PD-1048, available through most financial institutions or by writing the 
Kansas City Federal Reserve Bank's Savings Bonds Customer Service Department, 925 Grand 
Boulevard, Kansas City, Missouri 64198: phone (816) 881-2919. Bond owners should include as 
much information as possible about the lost bonds on the form. This information should include 
how the bonds were inscribed, social security number. approximate dates of issue, bond 
denominations and serial numbers if available. The completed form must be certified by a notary 
public or an officer of a financial institution. Completed forms should be forwarded to Public 
Debt's Savings Bond Operations Office located at 200 Third St., Parkersburg, West Virginia 
26106-1328. Bond owners should write the word "TYPHOON" on the front of their envelopes, 
to help expedite the processing of claims. 

000 
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WASHINGTON, 0 C. 20220 
bankNEWS federal financing 

FEDERAL FINANCING BANK 
December 23,1997 
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Cl. LJ.. 

Charles D. Haworth, Secretary, Federal Financing Bank (FFB), 
announced the following activity for the month of November 1997. 

FFB holdings of obligations issued, sold or guaranteed by 
other Federal agencies totaled $47.4 billion on November 30, 
1997, posting a decrease of $1,261.6 million from the level on 
October 31, 1997. This net change was the result of a decrease 
in holdings of agency debt of $1,254.7 million, and a decrease in 
holdings of agency guaranteed loans of $7.0 million. FFB made 56 
disbursements during the month of November. In addition, FFB 
refinanced under Section 306C three RUS-guaranteed loans, and 
repriced 25 RUS-guaranteed loans. FFB also received 22 
prepayments in November. 

Attached to this release are tables presenting FFB November 
loan activity and FFB holdings as of November 30, 1997. 

RR-2127 



BORROWER 

AGENCY DEBT 

U.S. Postal Service 
U.S. Postal Service 
U.S. Postal Service 
U.S. Postal Service 
U.S. Postal Service 
U.S. Postal Service 
U.S. Postal Service 
U.S. Postal Service 
U.S. Postal Service 
U.S. Postal Service 
U.S. Postal Service 
U.S. Postal Service 
U.S. Postal Service 
U.S. Postal Service 
U.S. Postal Service 
U.S. Postal Service 
U.S. Postal Service 
U.S. Postal Service 
U.S. Postal Service 
U.S. Postal Service 
U.S. Postal Service 
U.S. Postal Service 
U.S. Postal Service 
U.S. Postal Service 
U.S. Postal Service 
U.S. Postal Service 
U.S. Postal Service 
U.S. Postal Service 
U.S. Postal Service 
u.S. Postal Service 
U.S. Postal Service 
U.S. Postal Service 
U.S. Postal Service 
U.S. Postal Service 

S/A is a Semi-annual rate. 

FEDERAL FINANCING BANK 
NOVEMBER 1997 ACTIVITY 

DATE 

11/3 
11/3 
11/3 
11/3 
11/4 
11/4 
11/5 
11/5 
11/6 
11/7 
11/7 
11/10 
11/10 
11/10 
11/10 
11/14 
11/14 
11/17 
11/17 
11/17 
11/18 
11/18 
11/18 
11/18 
11/19 
11/19 
11/19 
11/19 
11/20 
11/20 
11/20 
11/21 
11/21 
11/21 

AMOUNT 
OF ADVANCE 

$84,200,000.00 
$950,000,000.00 
$100,000,000.00 
$50,000,000.00 

$800,000,000.00 
$100,000,000.00 
$640,000,000.00 
$35,000,000.00 

$450,000,000.00 
$41,600,000.00 

$300,000,000.00 
$1,600,000.00 

$100,000,000.00 
$25,000,000.00 
$50,000,000.00 
$50,000,000.00 

$575,000,000.00 
$90,000,000.00 

$850,000,000.00 
$25,000,000.00 

$157,300,000.00 
$50,000,000.00 

$500,000,000.00 
$25,000,000.00 

$110,000,DOO.OO 
$475,000,000.00 
$50,000,000.00 
$25,000,000.00 

$425,000,000.00 
$50,000,000.00 
$25,000,000.00 
$37,700,000.00 
$25,000,000.00 

$300,000,000.00 

Page 2 of 5 

FINAL INTEREST 
MATURITY RATE 

11/4/97 5.509% S/A 
11/4/97 5.329% S/A 
11/4/97 5.329% S/A 
11/4/97 5.329% S/A 
11/5/97 5.384% S/A 
11/5/97 5.384% S/A 
11/6/97 5.374% S/A 
11/6/97 5.374% S/A 
11/7/97 5.395% S/A 
11/10/97 5.558% S/A 
11/10/97 5.435% S/A 
11/12/97 5.572% S/A 
11/12/97 5.433% S/A 
11/12/97 5.433% S/A 
11/12/97 5.433% S/A 
11/17/97 5.394% S/A 
11/17/97 5.394% 5/A 
11/18/97 5.561% S/A 
11/18/97 5.392% S/A 
11/18/97 5.392% S/A 
11/19/97 5.561% S/A 
11/19/97 5.436% S/A 
11/19/97 5.436% S/A 
11/19/97 5.436% S/A 
11/20/97 5.530% S/A 
11/20/97 5.436% S/A 
11/20/97 5.436% S/A 
11/20/97 5.436% S/A 
11/21/97 5.405% S/A 
11/21/97 5.405% S/A 
11/21/97 5.405% S/A 
11/24/97 5.496% S/A 
11/24/97 5.404% S/A 
11/24/97 5.404% S/A 



BORROWER 

AGENCY DEBT 

U.S. Postal Service 
U.S. Postal Service 
U.S. Postal Service 
U.S. Postal Service 
U.S. Postal Service 
U.S. Postal Service 
U.S. Postal Service 

FEDERAL FINANCING BANK 
NOVEMBER 1997 ACTIVITY 

DATE 

11/24 
11/24 
11/24 
11/28 
11/28 
11/28 
11/28 

AMOUNT 
OF ADVANCE 

$14,800,000.00 
$125,000,000.00 
$50,000,000.00 
$71,000,000.00 
$25,000,000.00 
$50,000,000.00 

$375,000,000.00 

GOVERNMENT - GUARANTEED LOANS 

GENERAL SERVICES ADMINISTRATION 

Foley Square Office Bldg. 11/12 $2,630.00 
HCFA Headquarters 11/18 $765.78 
Chamblee Office Building 11/21 $3,575,217.00 
Memphis IRS Service Cent. 11/28 $3,163,591.00 

GSA/PADC 

ICTC Building 11/19 $7,086,849.93 

DEPARTMENT OF EDUCATION 

Bethune Cookman 11/24 $192,500.00 

RURAL UTILITIES SERVICE 

Farmers Telephone #399 11/6 $3,640,000.00 
S. Central Indiana #456 11/6 $3,447,000.00 
Alabama Electric #393 11/12 $2,534,000.00 
Alabama Electric #430 11/12 $52,066,000.00 
Alabama Electric #431 11/12 $4,200,000.00 

S/A is a Semi-annual rate: Qtr. is a Quarterly rate. 

FINAL 
MATURITY 

11/25/97 
11/25/97 
11/25/97 
12/1/97 
12/1/97 
12/1/97 
12/1/97 

7/31/25 
7/1/25 
4/1/99 
1/2/25 

11/2/26 

9/1/27 

6/30/98 
12/31/31 
12/31/24 
1/3/22 
1/2/24 

Page 3 of 5 

INTEREST 
RATE 

5.540% S/A 
5.371% S/A 
5.371% S/A 
5.465% S/A 
5.383% S/A 
5.383% S/A 
5.383% S/A 

6.273% S/A 
6.208% S/A 
5.726% S/A 
6.184% S/A 

6.205% S/A 

6.172% S/A 

5.443% Qtr. 
6.662% Qtr. 
6.224% Qtr. 
6.210% Qtr. 
6.222% Qtr. 



FEDERAL FINANCING BANK 
NOVEMBER 1997 ACTIVITY 

BORROWER DATE 

GOVERNMENT - GUARANTEED LOANS 

RURAL UTILITIES SERVICE 

Chequamegon Tele. #411 
Holmes-wayne Elec. #455 
Canoochee Elec. #461 

+Hoosier Energy Elec. #901 
+Hoosier Energy Elec. #901 
+Hoosier Ener9Y Elec. #901 
@Basin Electrlc #137 
@Basin Electric #137 
@Basin Electric #137 
@Basin Electric #137 
@Basin Electric #137 
@Basin Electric #137 
@Basin Electric #137 
@Basin Electric #137 
@Basin Electric #137 
@Basin Electric #137 
@Basin Electric #137 
@Basin Electric #137 
@Basin Electric #137 
@Basin Electric #137 
@Basin Electric #137 
@Basin Electric #232 
@Basin Electric #232 
@Basin Electric #232 
@Basin Electric #232 
@Basin Electric #232 
@Basin Electric #232 
@Basin Electric #232 
@Basin Electric #232 
@Basin Electric #232 
@East River Power #117 
Marshalls Energy Co. #458 

Qtr. is a Quarterly rate. 
@ interest rate buydown 
+ 306C refinancing 

11/17 
11/18 
11/20 
11/25 
11/25 
11/25 
11/26 
11/26 
11/26 
11/26 
11/26 
11/26 
11/26 
11/26 
11/26 
11/26 
11/26 
11/26 
11/26 
11/26 
11/26 
11/26 
11/26 
11/26 
11/26 
11/26 
11/26 
11/26 
11/26 
11/26 
11/26 
11/26 

AMOUNT 
OF ADVANCE 

$2,393,000.00 
$1,000,000.00 

$871,000.00 
$21,708,002.06 
$1,428,491.79 

$29,142,342.16 
$ 2 2 , 3 13 , 1 7 0 . 3 5. 
$12,968,331.50 
$8,327,619.91 

$21,908,739.26 
$8,634,672.28 

$26,290,486.66 
$17,564,929.00 
$20,830,207.94 
$17,564,929.00 
$17,693,682.59 
$17,693,682.59 
$17,691,134.34 
$17,747,486.56 
$13,740,983.38 
$5,657,574.34 

$201,708.10 
$3,745,213.07 
$1,214,527.92 

$524,438.10 
$110,232.70 
$512,261.96 

$62,782.43 
$49,369.90 

$168,829.27 
$2,636,721.70 

$927,000.00 

FINAL 
MATURITY 

12/31/14 
12/31/07 
12/31/31 
3/31/98 
3/31/98 
12/31/07 
1/3/17 
1/3/17 
1/3/17 
1/3/17 
1/3/17 
1/3/17 
1/3/17 
1/3/17 
1/3/17 
1/2/18 
1/2/18 
1/2/18 
1/2/18 
12/31/18 
12/31/18 
1/2/18 
1/2/18 
1/2/18 
1/2/18 
12/31/18 
1/2/18 
12/31/18 
12/31/18 
12/31/18 
1/3/17 
1/2/18 
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INTEREST 
RATE 

6.034% Qtr. 
5.933% Qtr. 
6.826% Qtr. 
5.264% Qtr. 
5.264% Qtr. 
5.774% Qtr. 
6.062% Qtr. 
6.062% Qtr. 
6.062% Qtr. 
6.062% Qtr. 
6.062% Qtr. 
6.062% Qtr. 
6.062% Qtr. 
6.062% Qtr. 
6.062% Qtr. 
6.081% Qtr. 
6.081% Qtr. 
6.081% Qtr. 
6.081% Qtr. 
6.098% Qtr. 
6.098% Qtr. 
6.081% Qtr. 
6.081% Qtr. 
6.081% Qtr. 
6.081% Qtr. 
6.098% Qtr. 
6.081% Qtr. 
6.098% Qtr. 
6.098% Qtr. 
6.098% Qtr. 
6.062% Qtr. 
6.639% Qtr. 



Program 
Agency Debt: 
Export-Import Bank 
Resolution Trust Corporation 
U.S. Postal Service 

sub-total· 

Agency Assets: 
FmHA-RDIF 
FmHA-RHIF 
DHHS-Health Maintenance Org. 
DHHS-Medical Facilities 
Rural Utilities Service-CBO 
Small Business Administration 

sub-total· 

Government-Guaranteed Loans: 
DOD-Foreign Military Sales 
DoEd-HBCU 
DHUD-Community Dev. Block Grant 
DHUD-Public Housing Notes 
General Services Administration + 
DOl-virgin Islands 
DON-Ship Lease Financing 
Rural utilities Service 
SBA-State/Local Development Cos. 
DOT-Section 511 

sub-total· 

grand-total· 

.figures may not total due to rounding 
+does not include capitalized interest 

FEDERAL FINANCING BANK 
(in millions) 

Noyember )0. 1997 

$ 551.8 
1,051.1 

.52..LJ2 
2,123.9 

3,675.0 
13,530.0 

3.9 
13. 0 

4,598.9 
.Q..aJl. 

21,820,7 

3,032.9 
0.8 

J4.2 
1,491.4 
2,436.1 

18.7 
1,308.1 

14,898.6 
267.0 

l........9. 
23,491.8 

========== 
$ 47,4]6.4 

october )1. 1997 

$ 1,294.6 
1,150.6 

2..J..L3. 
3,378.5 

3,675.0 
13,530.0 

3.9 
13. 0 

4,598.9 
0.0 

21,820.7 

3,045.6 
0.7 

J4.2 
1,561.4 
2,431.8 

18.7 
1,308.1 

14,824.5 
269.9 

3.9 
23,498.8 

========= 
$ 48,698.1 

Net Change 
1111/97-11/)0/97 

$ -742.8 
-99.5 

-412.4 
-1,254.7 

0.0 
0.0 
0.0 
0.0 
0.0 
0,0 
0.0 

-12.7 
0.2 
0.0 

-70.0 
4.3 
0.0 
0.0 

74 ,1 
-2.9 

0,0 
-7.0 

====::aa-=_ 
$ -1,261.6 
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FY '98 Net Change 
1011/97-11/)0/97 

$ -742.8 
-323.9 

-1,442,5 
-2,509.2 

0.0 
0.0 
0,0 
0,0 
0.0 

-0,1 
-0.1 

-15.4 
0.2 

-1. 5 
-70.0 
16.5 
0.0 
0.0 

79.3 
-7.9 

O.1l 
1.2 

=======z::z= 
$ -2,508.0 



PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDL~TE RELEASE 
December 23, 1997 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 5-YEAR NOTES 

Interest Rate: 
Series: 
CUSIP No: 

5 5/8% 
Q-2002 
912827389 
$320,000 

Issue Date: 
Dated Date: 
Maturity Date: 

December 31, 1997 
December 31, 1997 
December 31, 2002 

STRIPS Minimum: 

High Yield: 5.685% Price: 99.742 

All noncompetitive and successful competitive bidders were awarded 
securities at the high yield. All tenders at lower yields were 
accepted in full. 

Tenders at the high yield were allotted 87%. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type Tendered Accepted 

Compe1:i1:iv~ 

Noncompetitive 

PUBLIC SUBTOTAL 

Federal Reserve 
Foreign Official Inst. 

TOTAL 

$ 

$ 

28,605,410 
292,839 

28,898,249 

585,000 
450,000 

29,933,249 

$ 

$ 

Median yield 5.669~: 50~ of the amount of accepted competitive 
tenders was tendered at or below that rate. 

Low yield 5.600~: 5~ of the amount of accepted competitive 
tenders was tendered at or below that race. 

RR-2128 
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10,708,820 
292,839 

11,001,659 

585,000 
450,000 

12,036,659 



DEPARTMENT OF THE TREASURY 

TREASURY (~ .. ~ .... <c~ N EL W S ................................ ~.$.~~~~;~~~~!~ ........ ~ .................... . 
OFFICE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C.. 20220. (202) 622-2960 

EMBARGOED UNTIL 2:30 P.M. 
December 23, 1997 

CONTACT: 

TREASURY'S WEEKLY BILL OFFERING 

Office of Financing 
202/219-3350 

The Treasury will auction two series of Treasury bills totaling 
approximately $14,500 million, to be issued January 2, 1998. This offering will 
result in a paydown for the Treasury of about $1,450 million, as the maturing 
publicly held weekly bills are outstanding in the am~unt of $15,959 million. 

In addition to the public holdings, Federal Reserve Banks for their own 
accounts hold $6,966 million of the maturing bills, which may be refunded at the 
weighted average discount rate of accepted competitive tenders. Amounts issued 
to these accounts will be in addition to the offering amount. 

Federal Reserve Banks hold $3,377 million as agents for foreign and 
international monetary authorities, which may be refunded within the offering 
amount at the weighted average discount rate of accepted competitive tenders. 
Additional amounts may be issued for such accounts if the aggregate amount of 
new bids exceeds the aggre~ate amount of maturing bills. 

Tenders for the bills will be received at Federal Reserve Banks and 
Branches and at the Bureau of the Public Debt, Washington, D.C. This offering 
of Treasury securities is governed by the terms and conditions set forth in the 
Uniform Offering Circular (31 CFR Part 356, as amended) for the sale and issue 
by the Treasury to the pliClic of marketable Treasury bills, notes, and bonds. 

Details about each of the new securities are given in the attached offerino 

highlights. 

000 

Attachment 

RR-2129 

For press releases, speeches, public schedules and official biographies, call our 24-hour fax line at (202) 622-2040 



HIGHLIGHTS OF TREASURY OFFERINGS OF WEEKLY BILLS 
TO BE ISSUED JANUARY 2, 1998 

December L ~, 1')')) 

Offering Amount ............................ $7,250 million $7,250 million 

Description of Offering: 
Tet\ll and type of security 
CUS1P nUmbel" 
Auct ion date . 
1 ssue date ... 
f'-laturity date 
Original issue date 
Currently outstanding 
Minimum bid amount 
f'-lul t iples ........... . 

90 -day bi 11 
912794 4T 8 
December 29, 1997 
January 2, 1998 
April 2, 1998 
April 3, 1997 
$30,106 million 
$10,000 
$ 1,000 

181-day bill 
912795 AA 9 
December 29, J9SJ7 
,January 2, 19SJ8 
July 2, 1998 
January 2, lSJSJb 

$10,000 
$ 1,000 

The following rules apply to all securities mentioned above: 

Submission of Bids: 
Noncompetitive bids 

Competitive bids ... 

Maximum Recognized Bid 
at a Single Yield 

f'-laximulTl Award. 

Receipt of Tenders: 
Noncompetitive tenders 
Competitive tenders 

FaYl11ent Terms ..... . 

Accepted in full up to $1,000,000 at the average 
discount rate of accepted competitive bids. 
(1) Must be expressed as a discount rate with three decimals in 

increments of .005%, e.g., 7.100%, 7.105%. 
(2) Net long position for each bidder must be reported when the 

sum of the total bid amount, at all discount rates, and the 
net long position is $1 billion or greater. 

(3) Net long position must be determined as of one half hour 
prior to the closing time for receipt of compeLiti"!e tenders. 

35% of public offering 

35% of public offering 

Prior to 12:00 noon Eastern Standard time on auction d~; 
Prior to 1:00 p.m. Eastern Standard time on auction ddj' 

Full payment with tender or by charge to a funds aCCouf,t 
at a Federal Reserve Balli: OIl issue date 
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NEWS 
178g 

OmCE OF PUBUC AFFAIRS -1500 PENNSYLVANIA AVENUE, N.W .• WASlllNGTON, D.C. - 20220. (202) 622-2960 

FOR IMMEDIATE RELEASE 
December 24, 1997 

Contact: Office of Public Affairs 
(202) 622-2960 

Statement by the Finance Ministers and Central Bank Governors of the Potential 
Participants in the Supplemental Financial Assistance Package for Korea 

We welcome the announcement by the Korean authorities of additional measures to 
strengthen macroeconomic policy and accelerate structural refoons, particularly in the financial 
sector. This enhanced program of prior policy actions and refonn is an important step that wilJ 
contribute to the restoration of financial stability and a return to growth. 

We also welcome the decisions by the World Bank and the Asian Development Bank to 
disburse a total of $5 billion this week in support of a program of structural reforms and financial 
sector restructuring. 

In support of Korea's enhanced policy program, and in the context of a significant 
voluntary extension of the maturities of existing claims by international bank creditors on Korean 
financial institutions and adequate progress by Korea toward accessing new sources of private 
international finance, we would be prepared to support action to advance by early January existing 
commitments of official finance, including the acceleration orIMF disbursements, and the 
disbursement ofa substantial portion one third ($8 billion) of the supplemental financial 
commitments made by Australia, Belgium, Canada, France, Germany, Italy, Japan, the 
Netherlands. New Zealand, Sweden, Switzerland, the United Kingdom, and the United States. 

In this context, together with the other participants in this program. we have agreed on a 
set of operational conditions for the provision of supplemental finance to the Korean authorities. 
Under this common approach, the availability of this supplemental finance will be conditioned on 
the forceful and consistent implementation of the policies agreed by the Korean authorities in the 
context of the programs supported by the TIvIF, the World Bank and the Asian Development Bank 
and any additional policies that are necessary; will carry appropriate market-related interest rates; 
and will be made available in the fonn of renewable short-term instruments. 

The international community shares an important interest in the success of Korea's efforts 
to restore economic and financial stability. A successful program wiIJ require a continued 
sustained commitment to reform by the Korean authorities, appropriate financial support from the 
official sector as outlined above conditioned on the strong policies necessary to restore 
confidence, and a successful effort by the Korean authorities to secure longer term financing from 
private creditors and the international capital markets. 

-30-
RR-2I30 

For press relea..~es, speeches, public schedules and official biographies, call our 24-hour fax line at (202) 622-2040 
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DEPARTl\lENT OF THE TREASURY 
II 

TREASURY NEWS 
OFFICE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C .• 20220. (202) 622-2960 

FOR IMMEDIATE RELEASE 
December 24, 1997 

Contact: Public Affairs 
(202) 622-2960 

STATEMENT BY TREASURY SECRETARY ROBERT E. RUBIN 

We have supported a broad international effort to restore stability in Asia. This effort is 
critically important to U. S. economic and national security interests. 

We welcome the steps announced today by the Korean Government to strengthen and 
accelerate its reform program. These important steps demonstrate the commitment to sustained 
reform that is essential to a successful program to restore confidence and return Korea to a path 
of growth and stability. 

The reforms undertaken by the Korean government will include: an intensification of 
efforts to restructure the financial system; a marked acceleration and deepening of the ongoing 
liberalization of the capital account; market-based measures to encourage a halt to the outflow of 
short-term capital; and an acceleration of measures to open the economy to imports in order to 
further competition and efficiency in the domestic economy. 

The G-7 and other nations have announced today their support of action to advance by 
early January existing commitments of official finance, in the context of a sustained commitment 
by the Korean authorities to implement an intensified program and in the context of a significant 
voluntary extension of the maturities of existing claims by international bank creditors on Korean 
financial institutions and adequate progress by Korea toward accessing new sources of private 
international finance. The United States is prepared to join with the G-7 and other countries in 
this effort. 

-30-
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For press releases, speeches, public schedules and official biographies, call OUT 24~oUT fax line at (202) 622-2040 



TREASURY NEWS 
~~. 

on_CE or PtlBI"JC AFI'AIItS .. 1600 PltNHSVLVAHJA AVENUE, N. W •• WASUlNCiTOJilt. b.C:.- ~'UO. (1.,) IU.JU. 

EMBARGOED UNTIL 12: 00 NOON 
Oecember 24, 1997 

CONTACT: Office of FinanciDg 
202/2.9-3350 

TREASURY'S 52-WUK BILL OFP'BRING 

The Tre~6ury will auction apprQxi~tely $12,000 million of 52·wee~ Treasury 
~ills to retund $14,870 million ot publicly held S2~week bills maturing 
J~llary 8, 199B _ '!'his offering -will result in a paydown for the 'I'rea.sU%y of 
a}:.out ,$~,B7S."tn:i.l1j,o~. In acidition eo th= maturing 52-week billS. t:hcre ar.e 
$14,711 million of maturing publicly held 13-week and 26~we.k bills. 

In addition to the public holdings, Federal Re.erve Bank. for their' own 
acc~ts hold $13,794 million of the maturing bills. Tbe.e a.ccounts are 
canside~.d to hold $5,740 udllion of the maturing 52·week i •• ue, whicb may be 
refunded at the weigh~ed averas. discount rate of accepted competitive tender •• 
Amounts i.sued to ~ese accounts will be in aaditioQ to the Offering amount. 

Fede~.l Reserve Sanks held $3 ~ 2S3 Iftillion of the maturing issuee u agents 
for toreign and 1n~ernational monetary authorities. TheGG may be refunded 
within the ottaring a~unt at the weighted average diseount rate of accept~d 
c~etitive ~~ers. Additio,nal amounts may be issued tor such aC~Qunt8 it the 
_ggregate atnO'W1t of new bids exceeds t.he aggregar.e aMOunt of rnatur1ng bills. 
For purposes of ~ete~ning such additional amounte, foreign and international 
monet~ a~thor~~~e. are ~oneidered to hold $~,3aO~lliQn of che macuring 
52 -week il!s\le •. 

Tenders fer the bills will he received at Feaeral Reserve Banks and 
Branches and at the Bureau of the Public Oebe I Wash.ington, D. C. Th~15 offering 
at Treacu¥y eQCUX'iti_c ie governed by ~h. terma and co&:l.d.:i.ti.c~ •• ~ foZ'1;h 1A ~b.o 
lhliform Offering Circu1ar (31 CFR Part 356, aa amencled) for the sale and. iGsue 
by the' 'Trea.sury to t:he pu.blic ot. mar~eta..ble TreASUry bills, notes, ancl'bonds.· 

Details about the new security are given in the attached offering 
highlights. 

Att.achment 

RR-2132 



lttGlILIGHTS OF TREASt71tY OPPBlUNG or 52-WEB BILLS 
TO BB ISSOED JANUARY 8, 1998 

December 24, 1997 

Offerinq AmOunt .. , .......... _ 512.000 million 

p •• g:iptiqn of OffQFing~ 
Term and type of se~~rity 364-~y bill 
CU5IP number ................. 912795 as ~ 
Auction date ................. January 6 1 1998 
Issue date ................... January 8 1 1998. 
MatU4ity date ................ January?, 1999 
Original issue date ... _ . ____ . January 8, ~998 

Maturing amount .............. $20,610 million 
Minimum bid amount ........... $~O,OOO 
MUltiples .................... Sl,OOO 

S~,.ion 9f BiQR; 
Noncompetitive bids 

competitive bids ... , ..... (1) 

(2 ) 

(3) 

1fH1 pm Besqgni.zsc:l Bic! 

Accep~ed in full up to $1 / 000,000 at the 
average discoUftt rate of aeeepted 
competitive bids 
Must ~e expressed as a diacount rate with 
three decimals, in increments ot .005', 
e.g., 7.l00t l 7.105%. 
Net long position fo~ e~ch bidder mu.t be 
reported when ehe sum of the ~otal bid 
amount, ~t all diecount rates. and the 
net long poeition is $1 pillion or 
greater. 
Net lOftg p~*ition must be determined •• 
of one half-hour prior to ~he olosing 
t~~ fo~ ~=ceipe c£ compc~ieive tenders. 

at I Sipqle X~ald ......... 35\ of public offering 

JCizipp.pp, Ayprd ... , - - - - .......• 

Receipt 9£ %epdtrs : 
Non~ompetitive tenders 

35% of public o!~ar~ng 

prior to 12.00 noon Eastern Standard 
time on auction day 

Competitive tenders .......... Prior to 1:00 p.m. R&ster,n Standard 
time on auction day 

P'Y'D'pt Toms ........ - ~ , ....... . Full payment with. tender or by ,charge 
to 4 funds account at a Fede~.l Ra •• rve 
Bank on issue date 

TOTRL F'.02 



PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMED!ATE RELEASE 
December 29, 1997 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 13-WEEK BILLS 

Term: 
Issue Date: 
Maturity Date: 
CUSIP Number: 

90-Day Eill 
January 02, 1998 
April 02, ~996 

9127944T8 

RANGE OF ACCEPTED COMPETITIVE BIDS: 

Discount Investment 
Rate Rate 1/ Price 

------ ---------- ------
Low 2/ S.250\- 5.392% 98.68B 

High S.290%- 5.433% .98.678 

Average 5.285%- 5.429% 99.679 

Tenders at t:he high discount rate were allotted 37%. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

competitive 
Noncompetit:ive 

PUBLIC SUSTOTAL 

Federal Reserve 
Foreign official Inst. 

Refunded Maturing 
Additional Amounts 

TOTAL 

$ 

Tendered 

27,386,995 
1,223,523 

-----------------
2o,610,5~6 

3,711,430 

1,056,499 
ll3,701 

------------~----

$ 33,492,148 

$ 

Accepted 

·4,983,095 
1,223,523 

-----------------
6,206,618 

.3/71~/430 

1,056,499 
113,701 

-----------------
$ 11,088,248 

1/ Equivalent coupon-issue yield. 
2/ $2,000.000 was accepted at rates below the competitive range. 

RR-2133 
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PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

T~-SURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
December 29, 1997 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY/S AUCTION OF 26-WEEK BILLS 

Term: 
Issue Dat.e: 
Maturity Date: 
CUS I P Number: 

lSi-Day Bill 
January 02, 1998 
July 02, 1998 
912795A.a.9 

RANGE OF ACCEPTED COMPETITIVE BIDS; 

DiscOWlt Inves~ment 

Rate Rate 1/ Price 
---_ ... - ---------- ------

Low S.270iS 5.489% 97.350 

High 5.290% 5.51H 97.340 

Average 5.285% 5.504% 97.343 

Tenders at the high discount rate were allotted 2%. 

AMOUNTS TE~uERED AND ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompet.itive 

PlJELIC SUBTOTAL 

Federal Reserve 
Foreign Official Inst. 

Refunded Maturing 
Additional ArnOunLS 

TOTAL 

$ 

Tendered 

27,002,958 
1. 061,351 

28.064,309 

3,255,000 

2,235,801 
24l,099 

-----------------

1/ Equivalent coupon-issue yield. 

RR-2134 
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Accepted 
----- .. _---------
$ 

$ 

3,956,969 
1,061,351 

5,0J.8,320 

3,255,000 

2,235/801 
241,099 



OFFICE OF PUBl-le A.·PAIRS -1500 PENNSVLVANIA AVENUE, N. W. - WA5HlNGTON, D.C.- 20)20. (101) 611.Z960 

EMBARGOED UNTIL 2:30 P.M. 
December 30, 1997 

CONTACT: 

TREASURY'S WEEKLY SILL OFFERING 

Office of Financ~g 
202/219-3350 

The Treasury will auction two series of Tre~sury bills total~9 
approximately $14,500 million, to be i.8ued January 8,.199B. This offering will 
result in a paydown for the Treasury of about $200 million, as the maturing 
publicly held 13-week and 26-week bills are outscanding in the amount o~ 
$14,711 million. In addition co the maturing 13-week and 26-wee~ bills, there 
are $14,870 million of maturing publicly held 52-week billa. The disposition of 
this latter amount was announced last week. 

La addition to the public holdings, Federal Reserve Banks for their own 
accoun~s hold $13,794 million of the maturing bills. These accounts are 
considered to hold $8,054 million of ~he maturing 13-week and 26-week issues, 
which may be refunded at the weighted average discounc rate of accepted 
competitive tenders. Amounts issued to these accounts will be in addition to 
the offering amount. 

Feaeral Reserve Banks hold $2,58~ million of the maturing bi11e as agents 
for foreign and international monetary authorities. These may be refunded 
within the offering amount at che weighted average discount rate of accepted 
competitive tenders. Additional amounts MAy be i.sued for su~ accounts if the 
aggregate a.mount of new bids exceeds the aggregate amounc of maturing bills. 
For purposes of determining &uch addicional amounts, foreign and international 
monetary authorities ~e considered to hold $1,284 million of the original 
13-week and 26-week issues. 

Tenders for the bills will be received at Federal Reserve Banks ~ 
Branches and at the Bureau of the public Debt, Washington, D.C. This offering 
of Treasury securities is governed by the terms and conditions set forth in the 
Uniform Offering Circular (31 CFR Part 356, as ~mended) for the sale and i.sue 
by the Treasury to the public of marketable Trea&ury bills, notes, and bonds. 

Details about each of tbe new securities are given in the attached offeriug 
highli9h~a. 

Attachment 

RR-2135 

000 

F"r press ,~lell..~s, sp.uh~s, public sc"e"ulc~ lUI" Dfflcial biDgTllpldn, c.u 011,34-/1"", flU li". III (302) 622-2040 



HXORLXC'JIrJS or TRBABURY O,..IRINGS or DULY BILLS 
fO BB ISBDBD JAHOARY 8, 1998 

Qffo.rill9 hount .. , , ... , ..... , .............. $1:,250 .UUon 
~ 

De.criptioQ of Offering. 
Term and type of security ..• , ............ ,. 91-day bill 
CUSIP number, .... , , ...... , ....... , ....... " 912'794 61( 5 
Auction date .. ' ...... " .................... January 5, 1998 
Issue date ... , , .. , , .. , ....... , ...... , .... " January 8, 1999 
Maturity date ............................ " April 9, 1998 
Original issue date ........................ october 9, 1997 
Currently outstanding ...........•..... ,., .. $10,'760 million 
Minimull bid amount ......................... $10,000 
Multiples ..... , .. , _ ...... , ............ , .... $ 1,000 

Tbe follow!"; rule' apply to ,II secyrities Dentioned 8pOV~: 

SubmiB~ion of Bide: 

Dec~ec 10, 1997 

$'1,250 mUlioll 

182 -day bill 
912795 AS 7 
January S, 1998 
January 8, 199B 
July 9, 199'0 
January 8. 199B 

$10,000 
$ 1,000 

Noncompetitive bids ............... , ........ Accepted in full up to $1,000,000 at the average 
discount rate of accepted competitive bids. 

Competitive bide ................. , ......... (1) Must be expressed as a discount rate with three decimals in 

Maximum Recognized Eid 

incrementa of .005\. e.g., 7.100%, 7.105\. 
(2) Net long position for each bidder must be reported when the 

sum of the total bid amount, at all discount rates, and the 
net long position is $1 billion or greater. 

(3) Net long position must be determined as of one half-hour 
prior to the closing time for receipt of competitive ten~erB. 

at a Single yield ..... , , ................ 35\ of public offering 

Maximum Award . , .................... , . . . . . .. ] 5 t of public offering 

Receipt of Tenders: 
Noncompetitive tenders ................ - .... prior to 12:00 noon Eastern Standard time on auctjon day 
Competitive tenders ........................ prior to 1:00 p.m. Baetern Standard time on auction day 

Payment Terms ..... · ............... ' ........ Full payment with tender or by charge to a funds account 
at a Federal Reserve Bank on issue date 



OFFICE OF ~UBLIC AFFAIRS. tS()O PENNSYLVANIA ;\VENUE. N.W .• wAStUNGTON, D.C .• 2Q%%O. (ZUZ) 622·2960 

EMBARGOED ~IL lO~OO A.M. 
December 3l, 1997 

La, 

CO!ITACT; Office of Financins 
202/219-3350 

T~_SURY TO AUCTION $9,000 MILLION OF 
lO-YEAR INFLArION-IND~XED NOTES 

The Treasury will auction $8,000 million of 10-year inflation
indexed notes tc ra~se cash. 

~mounts hid by Federal Reserve Banks fo= the1~ own ac=o~nt5, and as 
agents for foreign and international moneta~ a~~hcr1t1es will be added 
to the off!!ring. 

The auction will be conducted in the s~ngle-priee aue~ion format. 
All competitive and noncompetitive awards will be a~ the highest yield 
of accepted competitive tenders. 

The notes being offered today are el~gi~le for the STRI~S program. 

Tenders will be received at Federal Reserve Banks a:1Q Branches and 
at the gureau cf the P~lic Debt. Washi~gton, O. c- 7his cffering of 
Treasury seeu=it1es is governed by :he ~er~s and condltio~s set forth in 
the Un1f~~ Offering Circular (31 CFR Part 356, as a~~ndec) for the sale 
and i~sue by the Treasury to the public of marke~able Treas~ry bills, 
notes, and bonds. 

Details about the s~curicy are given i~ the a~:ached offering 
highlights-

000 

Attachment 

RR-2136 

-For prllSS r.(tasfS~ speec},e,,-; public- !fCI'tJlI'~.f alld officiol hlographies, call flltr U-/UJllr !fl..1; linc at (102) 622 .. 10-10 



BIGKL~GllTS 01' 'l'ltUoWJtY Qrpn.:tw TO Tn 'PVBt.:tC OF 
lQ-YBAR I~T%OH-Z5DEXED ROTE. TO eB %SSOED ~~AR~ lS. ltlS 

OeceMber 31, 19Si 

otCltins Amount.·· - ......... $e,ooo million STRIPS Informatign: 

pea;ript1oD gt Qfferipg: 
Term and type of security ... l0·y~~r inflation-

Du~ da.t~' and. CUSIP numbers 
!or TINTS: 

ind.exed IlOeftlil 

Serries ...................... A-200e 
CUSIP number ................ 912827 3T 7 
Auceion date ..... , .......... Janu.ry 8, ~9ge 
Iaftue Qa~e .................. Jan~ry 15. 1998 
Dated ~te .................. January lS, 1995 
Maturity date ............... January J,S, 2008 
Inter.et rate ....... : ....... OetermiDed ~&aed on 

tbe highel~ .ce.pted Did 

A~.l yield .................. D.~.~~b.d ae a~ction 
In~ere~t p~yment dates ...... J~ly 15 and January lS 
Mini~ bid amount .......... $1,000 
Multiplae ... - ..............• $1, 000 
Accrued interest .........•. None 
pr~mium or discount ........ ,Determined at auc~1op 

iTilf$ In(ermotion: 
Minimum amount required ..... Determined at auetion 
Corpu~ CUSIP number ......... 912820 CL 9 

SUbmi@!icn of Sidn: 

JUly 15, 199B 
January 15, 1999 
JUly lS, 1999 
JanUAry 15, 2000 
July 15. :2000 
Ja..nua.ry 15, 2001 
July lS, ~OOl 

J .!lQ.U~ ry IS, 2002 
July U, 2002 
January 15,2003 
July 15, .2003 
Janu.ary lS, 2004 

JulY lS, 2004 
January 15, 2005 
July 1$, 2005 
JAIluat")" l!, 2005 
July lS, 200t§ 
JAnu.ry 15, 2007 
July 15, :2007 
January 15, 2008 

i4t:!U2 
T05 
'l'2 J 
TJ 9 
neG 
n. 4 
TM 2 
TN 0 
1'P 5 
TQ 3 
'1'ltl 
'rS 9 
TT 7 

Ttl 4 
·TV 2 
TWO 
ne 
TY 6 
l'Z 3 

01\6 
tm4 

Noncompetitive Di~&: Will be acc~pt.d in t~ll up to $5,000,000 at the highest 
accepted yield. 

Competi~iYe bid~: 

(1) Mu~t be exp~~9sed as a real yield with three decimals. e.g., 3.123\. 
(2) Net long position tor each bidder must =e reported when the sum o~ ehe total bid 

amount, at all yi~lds, and the net long position is $2 billior. or grea~er. 
(3) Net long position mult be de~~rm1ned as of one half-hour prior to th~ clo~ins ti~ 

for r.ceipt of competitive tender •. 

Mlxim~ Recognized Bi~ at-a Single Yi.ld ............... 35% of p~lic offering 
M3Ximum Award. _ ............ - ......................... _. 35t of public ~ffering 

ieceipt o! TInder.: 
Noncompetieive e.ncers: Pri¢~ to 14;00 ~¢~n Ea~tern S~andard t1me en auction day. 
Comp~titive t.nder;~ Prior to 1:00 p.m. Eas~e~n Stan~ard time on .~ction ~ay. 

Paymlnt T@rml: ~ull payment with ~ender or by charge Co a fundi account at a 
Feder~l Ressrve BanK On i~.ue dlte. 

Indoxing Information, 
CPI Ba~. Reference P~riod .... - ..... ·· 198~-1~e4 
nef CPI ol/1~/~~~8 .,. " ... , .......... 161.55484 
Index Ratio Ol/1~/1~98 .... , .. , ......... 1.00000 

TOTAL P.02 



!! :1111111111111 


