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PUBLIC DEBT ACT OF 1943

FRIDAY, JANUARY 29, 1943

UNITED STATES SENATE,
COMMITTEE ON FINANCE,

IVashington, D. 0.
The committee met, pursuant to notice at 2:30 p. m., in room 312,

Senate Office Building, Senator Walter F. G5eorge (chairman) presiding.
The CHAIRMAN. Gentlemen, we have before us here this afternoon

a bill to increase the debt limit.
(S. 566 is as follows:)

is. M% 78th Cons., ist ses

A BILL To Increase the debt limit of the United State, and fo other purposes

Be it enaded by the Senate and House of Representatives of the United State. of
America in Congrees assembled, That this Act may be cited as the Public Debt
Act of 1943.

SEe. 2. Section 21 of the Second Liberty Bond Act, as amended, Is further
amended to read as follows:

"SEe. 21. The face amount-of obligations issued under the authority of this
Act shall not exceed in the aggregate $210,000,000,000 outstanding at any one
time."

SEc. 3. Section 22 of the Second Liberty Bond Act, as amended, Is further
amended by adding at the end thereof the following subsections:

"(h) The Secretary of the Treasury, under such regulations as he may pre-
scribe, may authorize or permit payments in connection with the redemption of
savings bonds to be made by incorporated banks and trust companies.

"(f) Any losses resulting from payments made In connection with the redemp-
tion of savings bonds shall be replaced out of the fund established by the Govern-
ment Losses In Shipment Act, as amended, under iuch regulations as may be
prescribed by the Secretary of the Treasury. The Treasurer of the United States
any Federal Reserve bank, or any incorporated bank or trust company authorized
or permitted to make payments in connection with the redemption of such bonds,
shall be relieved fromIlability to the United States for such losses, upon a deter-
mination by the Secretary of the Treasury that such losses resulted from no fault
or negligence on the part of the Treasurer, the Federal Reserve bank, or the Incor-
porated bank or trust company. The Post Office Department or the Postal
service shall be relieved from such liability upon a Joint determination by the
Postmaster General and the Secretary of the Treasury that such losses resulted
from no fault or negligence on the part of the Post Office Department or the
Postal Service. The provisions of section 3 of the Government Loss In Ship-
ment Act, as amendo t, with respect tn the finality of deelelone by th Serotgry
of the Treasury shall apply to the determdinations made pursuant to this subsec-.
tion. -All recoveries and repayments on account of such losses, as to which replace-
ment shall have been made out of the fund, shali be credited to It and shall be
available for the pogrposes thereof. The Secretary of the Treasury shall include
In his annual report to the Congress a statement of all payments made from the'
fund pursuant to this subsection."

The CHAIRMAN-. Mr. Bell, the Acting Secretary, Mr. Sullivan, and
other representatives of the Treasury are here to advise us about this
bill.
SYou may proceed, Mr. Bell, and tell us anything you desire.
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STATEMENT OF DANIEL W. BELL, UNDER SECRETARY OF THE
TREASURY

Mr. BELL. Mr. Chairman, the bill before you provides an increase
in the borrowing authority of the Treasury from $125,000,000,000
under the present law to $210,000,000,000. The gross outstanding
debt on December 31, 1942, was $108 000,000,000. That leaves us
about $14,000,000,000 of borrowing authority with which to meet the
Government expenditures, after taking into consideration future dis-
count on United States Savings bonds. We estimate that that balance
will be down to about $6,000,000,000 on March 31 next,

In April we contemplate a rather large campaign for funds, some-
what similar to the one we had in December and may amount to as
much or more than that drive. So it will be necessary for us to have
an increase in our authority by April 1, in order to carry on that
cam ai

The budget which was just submitted to Congress estimates that
the gross debt on June 30, 1943, will be $135,000,000,000, and on
June 30, 1944, the end of the next fiscal year, it will be $210,000,-
000,000. So, the authority which we are asking for just about takes
care of the budget that is now before you. That is the basis for the
figure in the bill.

Senator VANDENBERG. May I ask you a question at that point
Mr. Bell?

Mr. BELLt. Yes.
Senator VANDENBERG. I assume thig $210,000,000,000 in the budget.

estimate that you have just stated does not include the debts of the
various Government corporations which have a borrowing power of
their own?

Mr. BELL. That does not include the outstanding debt in the hands
of the public, but it does include the expenditure that those corpora-
tions contemplate making in the next fiscal year.

Senator VANDENBERG. Have you the figure on what the outstand-
ing debt is of all these collateral institutions?

I hope I am not interrupting your thought.
Mr. BELL. No. I am just making a general statement, so you can

go right ahead.
The outstanding debt of these corporations that is in the hands of

the public is $4,283,000,000 as of December 31, 1942, and we hold
in the Treasury $5,200,000,000 additional of their obligations. You
recall the Secretary advised you a year or so ago that we are now
doing all of the financing of the corporations and that they would
not issue ay further obligations in the market.

Senator VAnBF.NBERG. Does the $5,000,000,000 that is now held
in the Treasury find its way into this $120,000,000,000?

Mr. BELL. It is already within the $125,000,000,000 limit; yes, sir.
Senator VANDENBER0. SO that as fast as the balance of the debt

of these collateral institutions matures it will disappear as a collateral
obligation and will be included within the main structure?

Mr., BELL. That is right; yes, sir.
Senator DAviBs. That is within this $210,000 000t000.
Mr. BELL. To the extent that an of their obligatmons mature Within

the next 15 months, we will pay them off out o, Treasury funds and
they will become a part of the publiC debt of the United States. To.



PUBLIC DEBT ACT OF 1943 3

the extent that they are still remaining outstanding in the hands of
the public at the end of June 30, 1944, they will not be a part of the
$210,000,000,000.

Senator VANDENBERG. Have you a break-down of the $4,283,-
000,000?

Mr. BELL. By corporations?
Senator VANDENBERO. Yes. Will you put that in the record?

You do not need to read it now.
Mr. BELL. I shall be glad to.
(The statement referred to is as follows:)

Unmatured securities of Oovernment corporations and agencies guaranteed by the
United States wchih teere outstanding as of the close of business Dec. 31, 1942

Oovemrnent corporations
or agencies-sertes or loans

Home Owners' Loan Cor.
poration:

3-percent bonds, ries
A. 2944-52.

lid-percent bonds, se-
ries M, 1945-7 .......

1-percent bonds, series
Q. 14-43...........

Total ..............
Federal Farm Mortgage

Corporation:
3M-prcent bonds of1944-4............
3-percent bonds of191-49............
I-percent bonds, due
June 30, 1943 .........

Total..............

Commodity Credit Cor.
poratioc:

1-rcet Interim notes,
ourth series, due
June 30. 1943 .........

I-percent Interim notes,
fifth series, due June
3D.1943 ..............

1-percent Interim notes,
sevxoth series, due
June A0, 1943 .........3-lwroeot notes, series

I11-pecent notes, se-
ries 0. t945......

X4-percent obligations..

Total ................

Reconstruction Finance
Corporation-

1.-4prcent notes,serlesV, IM4 ........... ....
I-perent notes, seriesW, 1944 ............---
I-t reent notes seres

1, due an. 1, 1945...

Total ................

Federal Public Housing
Authority:

i-pereent notes, seriesB,1944 ..............
T-perten note, series

Del. . ,1943..
Total ...............

Par amou nt of Akrg a muto
securities ter est securit hel

outstnding rate by Treasuryoutstandial I'
$77, 378,07& 00

754, W4,021 00

94,874,400.00
0.3,0-83,600

924,744,00

289,4A4 0O00(
411, , 000. 0
K 4, oH& 05

787.89M, 0A W

2,262

& 023

.918

$4 11, 000,OD. 00

4110. 000

49, 000,.000.00

49. 00(XO.000

2 00000000

24 000, 440,

M00qon000

4M500000k.00

Average
)Wteest
rate securit k-S

outstanding

754, 904, 02 00

411,000.000.00

1... 0,944,482,10.00

......... 94,676m 400.00

......... SA. 09 00. 00

.49. O 0D0. 00

1 978,764,200

Average
Interest
rate

2924

000 DD .

200. 00X oo00

289, 45K ,O. 00

41 L 5,000.oo00
83,843.04& 05

1, 237,897, 048.5 .948

324 , 30000. 0 ......... . 324W7, 000 .........

371,%00.00 ......................... 671, M4 000 00 .........
................ ..... 3. 9 644& 91 ......... 30,AAM, 84 g. ........

SK ,4% 000.00 1.0452,95,48241 1. 00 4,3M.4 44191 L 09

114170 0. ........ 114,157.00. .
................. 000j .. .. 0.000 .........

114,157,000.0 373 2800000L0 0 L 394,157, 000. 1.100.'x;
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Unmatured secuities of Government corporations and aoenc*ea guaranteed by the
United States which were oufa'anding as of the close of business Dec. 31, 194,-
Continued

Government corpoeaiions Paramount of Average Par amount of Average TOtal f  Average

o g clssreork s esm ritli s Interest securities bl,k interest sem les rt

outstanding rate by Treasury rate outstanding rate

Federal Housing Adminis-
tration:

Mutual Mctt ae In-
surance fund deben-
tures

&prercnt, serIe_ $% 914,4S& 22...................... ......... K9114%S23.----
B (U -) .. 3 4MOC .......... ................ ......... 34Z49OO .........
25 - ocent, sere

S(e.b.th. 833). 833,,200 . . 200, ..2 percent, series 4 0D2,20 (
................. 2 , M (. . . ... . . . . . . . . .. . 4 0 L0 . . . .

Housing insurance
fund debentures-

"j-prcent, series 4, .C 5 ¢.(

......................... ................ ......... t .........Total:. . , t 0 .......... 2,1 3 . ................ ......... 2& t 11 ....... I

Tennessee Valley Auth-
t2l-percent boads. %e-

rks A, Dt .i1, 1948 ........................... $27,50L 00 ......... V% an co ........
percent bonds of

194.-51 ..................................... 106 .0,010 00. ......... 10. 000 , O0 .........
g4-percent bonds of

19- 7-' ................................ 14 000, 000. 0 ......... I.% 000, O 00 .........0frorent bond of
1951-M I ............. ................ ......... INq ODD, ODO. 00 ......... 1.% 00 O.A OD .........

2 -pvrcent bonds of195,5-0 1 .............. ................ ......... 5,K 0 000. 00 ......... 16, 5006 0O0, 00 .........

Total ........................................ K L, on, 772.00. 00 1.ODS

Grand total ... 4,1M83, G 284 Li. 0'0l44.&91 1 O ,4K0,60 .0

' The Treasury has agreed, until further notice to accept from the Tennessee Vallye Authority, Interest
at the rate of I percent per annum on the Autborlty's bonds while they are used by the Treasury.

. Senator VANDENBEARb. I suppose in the case of a corporation like
H. 0. L. C., then, the bonds which were previously a lien on the prop-
erty cease to be a lien on the property, and the property in turn comes
under the General Treasury as an asset behind the total national debt.
Is that right?

Mr. BErLL. That is right. The law provides that.
While we do not take the assets over, they are held in the corpo-

ration as a Government agency,
Senator VANDENBERO. You still have to pay3 percent for money

for these outside agencies, as most of the H. O L C. bonds, for in-
stance, bore?
. Mr. BEL,. No; we could borroiv in the market on the guaranteed
oblgations for practically the same rate as on the direct Government
obligations. There is a little difference, but not much. •

The CHAIRMAN. All right, Mr. Bell, do you have some other figures?
Mr. BELL. No, I haven't, Mr. Chairman.
The CHAIRMAN. Do you have some other features in this bill that

you wish to discuss?
Mr. BF.LL. I can go over the sections 6f the bill, if you care to.
The CHAIRMAN. Yes. You have two new features aside from the

provision increasing the debt limit?
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Mr. BELL. Yes. Section 2 merely amends the present law to in-

crease the amount of borrowing authority from $125,000,000,000 to
$210,000,000 000

Senator WALSH. How long do you think that would last, that bor-
rowing?

Mr. BELL. That is supposed to last us to the end of the fiscal year
1944, which will be June 30, 1944, and is based on the present Budget
now before the Congress.

Section 3 of the bill is an amendment to section 22 of the Second
Liberty Bond Act to add two new subsections.

Subsection (h) would give the Secretary authority to use incor-
porated banks and trust companies in the redemption of savings bonds.
We have outstanding at the present time some $15,000,000,000 of
these bonds, and of course they are increasing every month and as
they increase in the amount outstanding our redemptions are bound to
increase. We feel that the time is coming when we may hve to make
some other arrangements for redeeming them, other tlhi through the
Federal Reserve banks and the Treasurer of the United States. So,
we are merely asking authority of the Congress to authorize redemp-
tions through incorporated banks and trust companies if it becomes
necessary.

The CHAIRMAN. That is the War Savings bonds?
Mr. BELL. That is just the War Savings bonds; yes, sir. That will

facilitate redemption and avoid congestion in these other two places
where we now redeem them.

Senator VANDENBERO. By "redemption," you mean the payment
of them before they are due?

Mr. BELL. Yes; or at maturity, either one.
Senator VANDENBERG. Are you going to encourage the cashing of

these bonds ahead of time?
Mr. BELL. No; we are going to discourage that all we can, and we

are doing that now, but then there are bound to be many of them
cashed in. There are many of them being cashed in now, and as the
volume outstanding increases the amount of redemptions are bound
to increase.

Senator VANDENBERO. You do not think increasing the facilities
for redemption encourages the use of the facilities?

Mr. BELL. Well I do not believe it would very much, but, never-
theless, if the bond is presented for redemption I think we have got
to meet that redemption and meet it promptly. I think if we do not
meet it promptly it will do more harm than anything else.

Senator GERRY. How much in these bonds did you say was out-
standing?

Mr. BELL,. $15,000,000,000 current redemption value.
The CHAIRMAN. As a matter of fact, the holder of the bond who

finds it necessary to cash it in usually goes to his local bank anyway,
does he not?

Mr. BELD. In Wny cases he does- yes.
The CHAIRMAN. And it comes right onthrough?
Mr. BELL. That is right.
The CHAIRMAN. Now, the next section, Mr. Bell, you might explain

that.
Mr. BELL. The next section is really an amendment to the Govern-

ment Losses in Shipment Act.
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At the present time, as I told you, we are redeeming these
bonds at the Treasury and at the various Federal Reserve banks.
We have about 0,000 stop orders against payment of these bonds.
When they come in for redemption we cannot make payment therefor
until lists are searched to see if any of the bonds sopresented are on
the lists of these stop orders. These stop orders are due to bonds that
are lost, destroyed, or misplaced and in many cases are the result of
holdings in excess of the prescribed limit. The present limit now is
$5,000 for the series E bonds. If we find a person with excess holdings
we put a stop order against the bonds.

When we redeem a bond the Federal Reserve bank and the Bureau
of Public Debt both have to go through the list of 60,000 numbers,
to see whether or not those particular bonds are on the stop-payment
list. In December we redeemed a total of 1,600,000 bonds and only
about 114 were found on the list. Now, to go through al of those
bonds for just 114 bonds of which 83 were the $25 denomination cost
us a great deal of money administratively. So, what we would like
to do is simplify our procure by permitting the commercial banks
if we use them, the Federal Reserve banks, and the Treasurer of
the United States to cash them and have the bonds come right
through to the Bureau of Public Debt in the Treasury and there do the
final checking, just the same as we do now for our Treasury checks.
The checks come to the Treasury and are checked against the dis-
bursing officer's account, to see whether there is sufficient balance to
pay them or if they are otherwise in order. If we find any bonds
cashed that should not have been cashed, then we go back through
regular channels and collect the erroneous payment. We go through,
of course, the Secret Service and the present governmental sot-up.
If there are any actual losses incurred in the procedure, we want to
charge them to this Government losses in shipment fund that Congress
has already set up to take care of similar losses on other matters.
This fund was set up in 1937 as a sort of self-insurance fund. Instead
of paying premiums ,to insurance companies, Congress authorized
an appropriation to be held as a fund in the Treasury to pay for losses
in carrying and shipping of securities and valuables throughout the
country.

In the 5 years of the operation of that fund Congress appropriated
$693,000.and we have only paid out $7,500 in losses. We feel adminis-
tratively it is much cheaper for us to pay the few losses that we
would have in these redemptions than to set up the administrative
procedure and expense involved to check all of these lists through
each of these agencies.

If we had paid premiums on all of the shipments that we have had
in the last 5 years, we would have paid out to insurance companies
$3,800,000 but we have actually paid out only $7,600 in losses, and
much of tis represents only- bookkeeping transfers. So we think
this is the best way to meet that problem. It simplifies our redemp-
tion procedure and will result in a substantial saving.

The CHAIRmAN. Are there any quetions, gentlemen?
Senator DANAHER. Mr. Chairman.
The CHAIRMAN. Senator Danaher.
Senator DANAHER. I understood you to say, Mr. Bell, in answer

to Senator Vandenberg, that Corpoation obligations that are out-
standing are included in that $4,283,000,000 as of December 31, 1942,
those are in the hands of the public?
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Mr. BELL. Those are in the hands of the public; yes.
Senator DANAHER. Assuming that some of those obligations are

to come due, how are you going to meet them?
Mr. BELL. We pay them off out of the general fund of the Treasury

and they become part of the public debt of the United States.
Senator DANAHEB. It does not increase the actual debt in any

respect does it?
Mr. hELL. Yes.
Senator DANAHER. HOW?
Mr. BELL. It does not increase the debt if you consider the guaran-

teed debt as a part of the public debt, but it increases what we call the
gross public debt and comes within the $125,000,000,000 limitation
fixed by Congress. Otherwise, it is stated as a debt of the Corporation.

Senator DANAHER. In any Case, the Government owns the Cor-
poration?

Mr. BELL. That is right.
Senator DANAHER. Are such items as the Board of Economic

Warfare commitments chargeable, as they now are, to R. F. C.
included separately or specially within this total you ask for?

Mr. BELL. I just have the one figure for R. F. C. Everything
that the R. F. C. spends and for which it borrows money is in this
figure.

Senator DANAHER. And how much do they estimate between now
and Juno 30, 1944, would be required for B. E. W. operations?

Mr. BELL. 1 will try to get that for you. The total expenditures
that Government Corporations are expected to make in the fiscal
year 1944 are about $4,700,000,000, as I recall.

Senator DANAHER. Does that include Commodity Credit Cor-
poration operations?

Mr. BELL. Yes; Commodity Credit is a part of that group.
Senator DANAHER. Do you have a break-down of what you antici.

pate from Commodity Credit between now and June 30, 1943?
Mr. BELL. No; I haven't Mr. Danaher. I do not know how much

they have incurred up to this date, but for the fiscal year 1943 the
estimate is $1,086,000,000, and it is $787,000,000 for the fiscal year
1944. 4

Senator BARKLEY. That is the Budget estimate?
Mr. BELL. Yes, sir. I probably can get that break-down, as to

what it actually incurred up to December 1942, and what it contem-
plates in the next 6 months.

(The statement referred to is as follows:)

utimated expenditures, Commodity Credit Corporation, fca years 1948 and 1944
(In miMlons ot dollars

IFisca Fiscal
year

Estimated expenditures In 1941 Budget (p. XX . .................. ,086 787
Less actual expenditures (net) July I to Dec. 21,1942, perdally Tr.y statement . ........

Bohe of estimate, Jan. I to June Y. 1943 ............................. . 9"M ........

IIncludes IMt,000t0 for redemption of notes outstandinS [a the market, maturing May 1, 194L
82823-4-----2
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Senator DANAtER. We had some testimony before the Banking
and Currency Committee that B. E. W. operations from April 15
last through approximately December 15 exceeded $1,000,000,000.
That is a lot of money.

Mr. BELL. That is a lot of money.
Senator DANAHER. I wondered if there is any source from which

we canget a break-down of what is expected for B, E. W. between
now and June 30 of this year, and the subsequent fiscal year.

Mr. BELL. I haven't got it, but I think I can get it for you and
put it in the record.

Senator DANAHER. Might that be supplied for the record, Mr.
Chairman?

The CHAIRMAN. Yes, you may furnish it.
(The information requested is as follows:)
INoTE.-The following information has been inforr.tally obtained from the

Board of Economic Warfare and the Bureau of the Budget.1
The Board of Economic Warfare handles practically all foreign procurement

activities, with the exception of rubber, Including preclusive buying. The Board
of Economic Warfare locates and directs the purchasing In foreign countries of
commodities for the account of such agencies as Metals Reserve Company and
Defense Supplies Corporation. The United States Commercial Company was
organized at the request of the Department of State and the Board of Economic
Warfare as a subsidiary of the Reconstruction Finance Corporation. The Board
of Economic Warfare utilizes the facilities of this Company In carrying out its
reclusive operations. Included on the board of directors of the United States
Commercial Company are four representatives of the Reconstruction Finarce
Corporation, two from the State Department, one from thb Office of Coordinator
of Inter-American Affairs, and three from the Board of Economic Warfare. A
portion of the parchaes directed by the Board of Economic Warfare are stock-pied and the balance Is sold In this country, the proceeds of such sales going backEOiated ehpendifurea of the Board of cnomic Warfare for the 6-monh period
to the Reconstrnction Finance Corporation. Some of the aqulsitlons of food-
stuffs, etc., are financed by the Commodity Credit Corporation.

Jan. I to June 30, 1948, and for the fiscal year 1944

1 943to lune 11scal est 1944

Ap acopelated funds (net) .............. $13.394,000 $33, t5,()00
Recoostruetto Fonance Corpostr, and Commodity credit cpor.
sin funds (net)' .................................................... 4K 00O, 000 St0K 000

Total .............................................................. 4 39.000 SA 21,ooo

I Of the net amount of $450,Or0O00. it is estlmated that approximately t0000,000 will be recovered by
subsequent sales from stock pile; and of the net amount of 0.000500. t is estimated that approximately
$450,000.000 will be recovered by subsequent sales from stock pilk

Senator BYRD. What is the amount of the obligations of the cor-
porations that is not included in the gross statement?

Mr. BELL. $4,283,000,000 as of December 31.
Senator BYRD. How many corporations have the power to issue

direct obligations?
Mr. BELL. Only the Treasury has the authority to issue direct

obligations.
Senator BYRD. Of course, it is a matter of discretion as to whether

they should offer the obligations to the Treasury or to the public;
isn't that correct?

Mr. BELL. That is right, yes.
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Senator BYRD. How mnany of them can offer their notes and bonds
either to you or to the public? I mean corporations.

Mr. BELL. I think there are eight of them. The Commodity Credit
Corporation, the Federal Farm Mortgage Corporation, the Federal
Housing Administration, the Federal Public Housing Authority, the
Home Owners' Loan Corporation, the Reconstruction Finance Cor-
poration, Tennessee Valley Authority, and United States Maritime
Commission.

Senator BYRD. That includes R. F. C., does it?
Mir. BELL. Yes, sir, and that item includes all of the corporations

under the R. F. C.
Senator BYRD. Why would Home Owners' Loan have the authority

to issue additional obligations when they are now liquidating it?
Mir. BELL. From time to time they have to issue obligations in

connection with their liquidation. They are not large.
Senator BYRD. Have you got available the complete authorizations

of these different Government corporations?
Mr. BELL. Yes, sir, and.I am putting a table in the record.
(The table referred to is as follows:)

Borrowing power and outstanding obization. of cor2poralion and credit agencies
which issue obi gations guaranteed ir the United States as of Dec. 31, 1942

1In millions of dolinj

Outstanding obligations

Gros
Corporation or agency limit oa- Held by otherstbority Total H1eld by

Unmatured Matured I

Commodity Credit Coeporstion ........... x60 1,238 450 8 (8)

Fedea Farm M2ortgage Co ati ...... %00 983 49 930 4
Federal Housin Adm ion ...... . ItW 22 .......... 22 (1)
Federal Public Housig Autbority ........ $94 20 114 ..........
Home Owners' Loan Coporation ......... .44.750 1.98 411 1,1&3

Tennessee Valley Authority ............... '62 67 ........................U. 8. Maritime Commission ............... . . ........................ ..................

Total ................................ 3%622 9.509 5,201 4.283 Is

Nos.-Figures are rounded to nearest million and will not necessarily add to totals.
- I Funds have been deposited with the Treasurer of the United States for payment of all oldigatio
guaranteed by the United States, representing outstanding matured principal of $17.8 million and interest
of 13.2 million.

I Leu, then $300C00
I ImIt of authority to insure mortgtes. This amount may be In .r sed by $1,000.0 0 upon ap-

proval by the PresidDnt. Debentures may be issued and tendered only in exchange r insue poerty
aculred through foreclosure.

This amount may be increased only by the amount o Issues for refm ding proposes.
S Exclusive of $8000 Issued on the credit of the United States and hell by the Peconstruction Finane

c Lmt which may be outstanding at any one time with respect to the insuring of mortgs ,es and the
isan1 of debentures.

Senator BYRD. What is the total of the unissued obligations that
they are authorized to issue?

Mr. BELL. They have authority to issue $32,600,000,000. There
is approximately $2,800 000,000 of that which is the Home Owners'
Loan Corporation's an(I no longer available. All corporations have
issued $9,502,000,000, which was outstanding on December 31, 1942,
of which $5,200,000,000 was held by the Treasury and $4,283,000,000
held by the public.
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Senator BYRD. They can issue, then, $21,000,000,000 more than
they have already issued?

Mr. BzELJ. It is about $20,300,000,000.
Senator BYRD. And if they choose to do it, and the Treasury con-

sents to it, they can offer that direct to the public, in which event it
will not be included in this gross limitation we are now considering?
Mr. BELL. That is right. But you know we are following the

policy of re quirin them all to come through the Treasury.
Senator BYRD. I mean there is no legal requirement that the Treas-

ury shall buy their bonds, and if you do not buy them and they are
offered to the public, then it is not included in this $210,000,000,000?

Mr. BELL. That is right.
Senator VANDENBERO. Can you stop them from offering them to

the public?
Mr. BELL. It requires the approval of the Secretary of the Treasury

to issue a guaranteed obligation to the public. It requires his approval
also for the purchase by the Treasury of those obligations, but I
should think that if the Secretary should refuse to purchase such
obligations he would be very much in the same position as if he
refused to honor a check on an appropriation made to a department.
I doubt if he would want to refuse to permit these corporations to
carry out the functions which Congress has imposed upon them, if
the obligations to be issued are otherwise legal.

Senator DANAHEE. Mr. Chairman, another question.
The CHAIRMAN. Yes, Senator.
Senator DANAHER. "Mr Bell, it is my recollection that as of Juno

30, 1942, you carried into fiscal 1943 appropriations amounting to
$105,409,000,000. Does that figure ring substantially accurately to
you?

Mr. BELL. I do not know, but I should say it was up in that neigh-
borhood, yes sir. I am inserting in the record a table taken from
the 1944 Budget whieb shows balances of appropriations on June 30,
1942, amounting to $97,280,000 000.

(The table referred to is as follows:)

Statement of bolanmee of oppropriation as of June 80, 1949 (exiduwe of trust
" acounij), and of appropriations for the Acal year 1948 includingg permanent

and indefinite approprialions), a# of Not. 1, 1949, reported by the Secretary of
the 1realury

|This statemat Is included In the Budge| cajybecuse o the requfremeans of the Boudet and Aoomtlng
At.e 1921 (31 U.S.O. IU). Asbodftgefay tfo, tio, the ststeiset has ttle taty value aiat simply
ohows the bal enes at appropelatlon on tlh books dthe T'resuy lune 30, 12, ;6Zt a between
1943 apWOrations V =61OSC pedo, yeam aoedjug to wisethee is funds wer'appopelated as"Im.

avallable JTta avflbl

Balanoesciapprc-
Department or sa y prlatiocs. June 3 ntu4 g* Totl f va-lable

LegisaTe establishim t...................54 1 806.am41 $7, W4,87200 $306 M0OM9 41Te judicla............................7480.4 I 774.00
08clv fic .................. 42t128610 IM92 301,2 23.00 1,1107%M85492

indvia r iso ............... .I,940,096. 193,729.00 13 ,12 142.39
Emp o "a' Compensation Ceomlskon .... 02. so f638 9t.8700 1% 19 337. 19
OuetmopouunCOflce............340,84.5 I3ML A19U8(d I 63085
Interstate Commerce COUilo .......... 42: O49. ,6 4.740.9

'Afiscal yea 1943, exclude items Irmediately avail"l, but Include appropris-IbIMS xyzcela"W = 01 pp0e=VIOt 3 at &
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Statement of balances of appropriations as of June 80, 1940 (ezdusive of trst
accounts), and of approprition8 for the fiscal year 1948 (indudir g permanent
and indefinite opproprialions), as of Nov. 1, 194, reported by the Secretary of
the Treasury-Continued

JAg:3xorations

Ba..sho(NppCO- lo yest 1943
Department or agency pist! June 30e oa ab

10942n &F ef*TW&Ws

Independent establishmenw-Continued
National Advisry Committee lor Aero-

nutics ..................................
Rtlroad Retirement Board ................
Securities and Exchange CommLsion ......
selective Service System ................
Tennessee Valley Authority .........
The Alley Dwell/ig Authority .......U. S. Moi-dtme Commission .............
Veterans' Admlnistration ...........
Othee Idependent establishments ..

Federal Security Agency:
Office of Admilnstrator ....................
Civilian Conservatlon Corps ...............
National Youth AdmIn'stration.....
Oae of Fducation ...................
Public Health Service ..............
Social Security Board ...............
Other ......................................

Federal Works Agency:
Ofce ot Admlnlstrator ....................
Public Buldins Administration ..........
Public Roads Idm n straton ..............
Puble Works Adminlstration .............
Work Projects Administration .............
Other ......................................

National Housing Agency:
Ofce of Adminlstrator ....................
Federal Housin, Admlnlstrlon ........
Federal Pubie Housing Authority ........
Other ......................................

Department of Agriculture .....................
DepaVtent of Commerce:

Office of Admnlstrator of Civil Aero-
nautles ........ ......................

Civil Aeronautics Board ..................
Other ..................................

Department of the Interior ................
Dep ment o(J e .........................
Department of LJbor .........................
Navy Depirtment ............................
Post Ofie Department, payab)e (row general

revenues .....................................
Department of State ...........................
Treasury Department .......................
War Department ............................
p Canal ....................
District f olumb.a ...................
Public debt, permanent appropriations:

Sinking ru ...................
Other publ-debt redemptions, careb le

to ordinary receipts ......................
Interest on the public debt .................

Toa1 exclusive of Postal ervie, pay.
able from postal revenues........

Post Servce, payable from postal revenue....

Total ....................................

61210A6,95
14,816.2.8020I311

281 173 18

76877,064.13
a9,12A,9870.9

6. 79S31.78

6.993.800
, 707. 67268

29.439.511

.427,33815

1.9942969
1.5 9 104.1

S18,89. 779
496.329.4U& 34

157. 101. 431.49

425 1.71 93

38,389.1920
ODL 08

134,20 3307.34

96,3106

344, 81% 417.43
37.33&11

1467,926,306188

$1.915064.14
243.154.37

4. 100.08
1' 1 4. 427.86

9,331,18&39
1% 463.SA02

.434 K 00&.10
.224.15. 32

1.,303,462.74

18, U% 281. 34

1318 I

4'9106, 000

136,0,06000600
12.000.00

23,189, .8t 00

O 129,8910

...... . . . . ..1 2., 
00 

00
17,92kmoo 0

,30 2U0082, 409. 13 00
61 1288. 60

17',A o. 00
34,99171*00

6,000, 001 00

85 000,000.00

28%O016000.00
1, 3736 00&00

8M1921.79& 97

310, 85,225600

1,2.430
9.111%21000

A3,93A08&100
19.231,8M501. 00

9. 77,00.00
I ,8239L8654%42.12,0156.00

100,0914100

I 5K o00001M

11,29000.00
31,863. 06O.00

41, 1390a
317,UtW931

ft 11,0111,7"

11.12, 24100126,7?07.60715 8
0, 713, 2. I

18635699178
64. 2 67&95
= 632.23S&1 S

47M7, 36141

214,, 970670
K 2M619&34

1 A101, 431. 4
1, 1I6,7 116

314 382.19& 20
601.06

149.94M,307.8U
2K6,399. 05

357,826, 417.4
1 41% 3381 S

- N
34 W& 14t

",4" W437
10

4. 7& IS
10S, 616 9839103,1 28a 3

2,6. 140, 496 I

224, SK 33
, 76,33,141. 90

111,:6,= 981.31
I& 58,89L 34

3, 7A. 12& 31

1, 24 11811
1,687s,000000.00

97.280,4%67201 717.161.8718 I.9002'. 57.8 01
................... ,1 8 0 0 1 9 , & 0

W, 2K 4% N& 20 1 M82,10,S1155 19, 09Ie3,fr2.71

' The total amount estimated lot fiscal year 194.
I Exclusive of estimated postal deficieacy for the fiscal year 14&

Senator DANAHrn. Now, can you tell me at what rate you have
actually been called upon to make expenditures out of those appro-
priations?

Mr. BELL. Well, I cannot tell you how much it was out of those
particular balances, but we are spending at the present time about
$6,500,000,000 a month, and before the end of the next fiscal year
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we will be spending at the rate of about $9,000,000,000 a month if we
meet the Budget estimates.

Senator DANAHER. $6,500,000,000 a month?
Mr. BELL. Yes.
Senator BARKLEY. That is the total expenditure, including war

and nonwar effort?
Mr. BELL. That includes everything; yes, sir, Senator.
Senator BARKLEY. HOW much of that will be represented by the

war effort?
Mr. BELL. The total expenditures for the fiscal year 1943, up to

December 31, amounted to $35,106,000,000, and of that total
$32,114,000,000 represented war activities.

Senator DANAHER. Are you going to follow that up, Senator
Barkley? If not, I want to know what he defines to be war activities.

The CHAIRMAN. You understand Senator Danaher's question?
Mr. BELL. I think so. "In the expenditure figures, as far as war

activities are concerned, we include the expenditures of the War and
Navy Departments for military outlays, certain expenditures of the
Agriculture Department, Federal Security Agency, Federal Works
Agency National Housing Agency, Treasury Department, United
States maritime Commission, War Shipping Administration and
then there are certain other miscellaneous items. Anything that is
connected with the war that comes out of war appropriations, we
consider that war activity.

Senator DANAHER. If we do not appropriate directly to any of
these agencies but they in turn draw on R. F. C. under directives from
the President, you do not include that in that item, do you?

Mr. BELL. That is not a budgetary expenditure. That comes in
another category as corporate expenditures, and we do include an
item- under R. V. C. called "War activities."

Senator DANAHER. And what will the war activities under the
R. F. C. allocation include?

Mr. BELL,. That includes such things as Defense Plant Corporation,
which is building the plants throughout the country for war purposes
and the U. S. Commercial Corporation, and others. I find that i
have here a list of them.

Senator DANAHER. Will you please read them for the record?
Mr. BELL. Defense Plant Corporation, Defense Supplies Corpora-

tion, Metals Reserve Company, Rubber Reserve Company, U. S.
Commercial Company, and thq R. F. C. Mortgage Company.

Senator DANAHER. And what do they aggregate, please?
Mr. BELL. About $5,723,000,000 was the total disbursement

through December 31,1942, and they had receipts on account of those
activities of about $1,940,000,000. So the net outgo of those cor-
poratioJs was about $3,783 000,000.

Senator DANAHER. Are those expenditures subject to audit by the
Comptroller General?

Mr. BELL. I do not think that the RFC is subject to the Comptrol-
ler's audit. I believe it has its own audit.

Senator DANAHER. I think you are right.
Senator BYRD. It is not. It should be, though.
Senator DANAHER. I just wanted to verify, if you know. I am

sure they are not.
Mr. BELL. I think that is right. They are not.
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Senator BARKLEY. You say all of the activities of the War Depart-
ment and Navy Department are allocated to war expenditures. Do
you include the normal expenses of the War Department in peacetime
and that are now, of course, operating for war purposes?

Mr. BELL. Yes.
Senator BARKLEY. You make no deduction from the total in the

case of each of these departments by the amount that they have been
spending normally, in the War and Navy Departments?

Mr. BELL. That is right; we do not.
Senator BARKLEY. They all go in together?
Mr. BELL. Yes, sir.
Senator ByD. I think you failed to include in your statement,

ir. Bell, that the N. Y. A. has been transferred as a war agency, and
the T. V. A., too, was taken from peacetime spending and put into
war spending.

Mr. BELL. I think that is right as to the N. Y. A. which is now
in the War Manpower Commission, but we do not include the T. V. A.
in "War activities."

Senator BYRD. There are a number of others that were heretofore
considered as peacetime spending and are now, under the budget,
transferred to war spending.

Senator DANAHER. How do you classify lend-lease, Mr. Bell?
Mr. BELL. Lend-lease at one time was classified as a special item

under war activities, but last year, most of the money was made avail.
able to the various departments and agencies, so we have since then
considered it as an expenditure by those agencies. Take the Treasury
Department, here is a war expenditure of $83,000,000 in the month of
December and $581,000,000 for the year. That is practically all lend-
lease expenditure by our Procurement Division. Lend-lease funds are
allocated by the President to the various departments and they spend
it.

Senator GERRY. What is your formula for determining what should
be a war expenditure?

Mr. BELL. The nature of the fund, Senator.
Senator GERRY. What do you mean by that?
Mr. BELL. I mean if the money is made'available for carrying on

the war or related activities, then we consider that a war expenditure.
This classification is discussed between the Treasury and Bureau of
the Budget and determined by the two agencies.

We do not go below the appropriation level and allocate a portion
of an appropriation to "war activities" and the balance to "nonwar."
For example, Congress has provided the T. V. A. with considerable
funds for production of power for aluminum plants. The appropria-
tion acts which included these funds specified that they be appropri-
ated to the "Tennessee Valley Authority fund," which is T. V. A.'s
regular appropriation. All of their checks are drawn on this one fund.
Consequently, as the Treasurer of the United States pays the checks
he has no way of determining whether or not they are in payment for
a purpose relating directly to the war effort. Therefore, having no
convenient way of determining definitely what proportion of T. V. A.'s
expenditures are made pursuant to the war effort, we have allowed all
of its operations to remain in the so-called "nonwar" category.

Senator GERRY. In other words, that language would cover any-
thing. It practically means what the Treasury decides to be a war
expenditure, does it not?
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Mr. BELL. Well, in some respects; yes. As to some it might be
pretty clear from the appropriation that Congress makes, and in
others there might be a doubt. In that case it would be the judgment
of the two agencies.

Senator BYRD. The benefit of the doubt is given to the side of the
board which makes the expenditure?

Mr. BELL. I think they try to be honest about it.
Senator BYRD. If there is any doubt that exists they classify it as

a war expenditure?
Mr. BELL. It is pretty difficult to draw the line today. I think,

however, that any error we have made is on the side of classifying too
few items in the 'war activities" group.

Senator BYRD. I think there should be a very careful analysis
made of that, so Congress will know exactly what agencies' activities
have been transferred in the last year from peacetime expenditures
to so-called war expenditures. .

Mr. BELL. It is hard to tell where to draw the line Senator Byrd.
Take our own activities in the Treasury, practically all of our borrow-
ing activities now are certainly for war, and yet we do not classify
Treasury expenditures for borrowing purposes as war expenditures.

Senator BYRD. Take as an example, we have always had to have an
Army and a Nav, we had to pay the Secretary of War and the Secre-
tary of State and no matter whether it was wartime or peacetime, all
of those expenses now are classified as war expenses.

Mr. BELL. Not the State Department.
Senator BYRD. For the purpose of comparison it is very confusing,

because we have got to have the Army and we have got to have the
Navy.

Along the line of Senator Barkley's question, the normal expenses
of the Army and Navy are certainly not due to this emergency of war,
so to speak.

Senator VANDENBERG. The rivers and harbors expenditure is even
a more obvious example.

Mr. BELL. That is not a war expenditure, Senator. That is sep-
arated.

Senator LODGE. How about the veterans' expenditure?
Mr. BELL. Neither is that a war expenditure, although it could very

well be classified as a war expenditure, carried over from the last war,
as could also a great deal of the interest on the public debt from the
last war be classified as a war expenditure.

Senator BARKLEY. I presume it might be said even in peacetime the
expenditures for the Army and Navy are in contemplation for some
part of the war. When the war actually transpires then you allocate
oll of that to the actual war expenditure.

Mr. BELL. For that period.
Senator BARXLEY. For that period.
Senator BYRD. Normally, we would spend about five or six hundred

million dollars a year on the Army and Navy.

Mr. BELL. In 1932, 1933 and 1934,we spent from $540,000,000 to
$700,000,000 per year.

Senator BYRD. Technically, you are correct. I am speaking of
the comparison the Treasury makes as to the nonwar and war ex-
penditures. Until the last budget, the budget before this, was adop-
ted, the normal expenses of the Army and Navy were considered as
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peacetime expenditures, so there was no classification at that time
that they would be war expenditures.

Mr. BELL. Before July 1941 you will find them classified as national
defense expenditures. The war activities classification, I think, came
after Pearl Harbor.

Senator BYRD. It might have been the year before that, but the
Treasury has had two budgets ever since 1033, one was a normal
budget and then there was the recovery budget; now, there is one
budget and one peacetime budget.

Mr. BELL. I call them two subdivisions of the same budget.
Senator BYRD. The expenditures of the Army and Navy, up until

you adopted this defense budget, were all included in the normal
expenses; that is correct, is it not?

Mr. BELL. I think that is right; yes, sir; up to the time we adopted
the national defense program, which was July 1, 1940.

Senator BYRD. That is right.
The CHAIRMAN. Any further questions?
Senator VANDENBERO. What has become of the stabilization fund,

Mr. Bell? Is that intact? I have not heard of that for a long time.
Mr. BELL. That is intact, and still operating. We made a few

monetary arrangements, last year, with some South American coun-
tries, and also one with China. Before the $500,000,000 fund was
authorized by the Congress, we had a stabilization fund with China
in operation amounting to about $50,000,000, part of which they
have used and part of which they have not.

Senator VANDENBERG. You still have a $2,000,000,000 balance in
the fund?

Mr. BELL. Yes, sir. As a matter of fact, there is about a $30,000,-
000 profit on it.

Senator DAVIs. Did you have any losses in the fund?
Mr. BELL. No, sir we have not.
Senator DAVIs. I did not hear you.
Mr. BELL. I say, we have not. The'net profit on the fund, Senator

Davis, is about $30,000,000.
Senator LODo. Do you use the fund in day-to-day exchange

operations?
Mr. BELL. No, sir; not at this time. We did prior to the European

war, but it has not been used in that sense since then. We have,
however, made some stabilization agreements with countries like
China, Mexico, and some of the smaller South American countries.
There was one in contemplation with Argentina, but that one has
never become effective.

Senator VANDENBERG. While we have got you here, I would like
to ask you one other question.

Has the Treasury made any answer to the charge that there is no
law authorizing the Treasury's action in issuing Federal Reserve
bank notes up to $660,000,000?

Mr. BELL. We are in process of preparing an answer, but the Treas-
ury did not issue them; the Federal Reserve System issued them.
We think it is clearly within the law. We will have an answer to it
probably tomorrow.

Senator VANDENBERO. I think it ought to be answered.
Mr. BELL. Yes; so do I.
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Senator VANDENBERG. This charge of Dr. Spahr has created quite
a sensation.

Mr. BELL. Senator Taft asked me for a report on it. That will be
in his hands either this evening or tomorrow morning.

Senator VANDENBERG. I quote from his circular:
The statement on the face of these notes to the effect they are "secured by

United States bonds deposited with the Treasury of the United States of America
or by like deposit of other securities" is a falsehood.

You dissent from that indictment?
Mr. BELL. Yes, sir.
Senator VANDENBERO. You are going to prove that tomorrow?

ir. BELL. Yes, sir. Government securities were deposited, just
as the act and regulations require. Subsequent to the deposit of the
securities, the Federal Reserve System deposited money with the
Treasury to redeem the notes. We have the money. That is as
much security as the other security. What would be behind them
if Government securities were continued to be pledged would be the
good faith and credit of the United States, and what you have behind
them now in the form of a deposit with the Treasury is still the good
faith and credit of the Unit States. There is no difference in the
character of the notes now outstanding, with the good faith and credit
behind them, no more difference than there would be if you had a
Government bond behind them. There is no difference whatever.

Senator BARKLEY. Is that the same Dr. Spahr that appeared before
the committee?

Senator VANDENBERo. He is the secretary of the National Coin-
mittee on Monetary Policy. He is professor of economics in the
New York University.

Senator BARKLEY. That is the same one.
Mr. BELL. He knows better than that, I am sure.
The CHAIRMAN. Are there any other questions, gentlemen?
Are there any otherjstatements to be made by the Treasury regard-

ingthis particular bill?
Ir. BELL. Not this bill; no, sir.

Senator BYRD. I would like to ask Mr. Bell if the committee can
have the assurance of the Treasury that these obligations, to the
extent of $21,000,000,000 that these corporations can issue, will be
sold to the Treasury and thereby included in the public debt?

Mr. BELL. You can get my assurance, so far as I can give it to
you. I can assure you that the Treasury does not want anybody else
in the market at this time, when we have to raise $70,000,000,000.

Senator BARKLEY. There is no likelihood that this $21,000,000,000
is actuallygoing to be sold to anybody, is it?

Senator BYRD. A good deal of it will be because it is financing all of
the constructions of these war plants, and everything else.

Mr. BELL. The big part of that has beeii accomplished. There are
very few additional plants.
SSenator BYRD. I would certainly be in favor of canceling it.

Senator BARKLEY. I would not say there is no more need of any
of it, but I imagine, in view of the fact, that probably the peak of
plant construction is passed; no new plants are now being established,
I think, outside of synthetic rubber, butadiene, or something like
that; the general plan of war plants is just now about accomplished,



PUBLIC DE BT ACT OF 1943 17

and they are under construction. That is why I say I doubt if there
is any need for all the $21,000,000,000.

The CHAIRMAN. The Treasury has followed that announced policy?
Mr. BELL. Yes.
The CHAIRMAN. Since the announcement was made to the com-

mittees of Congress and the public?
Mr. BELL. That is right. We expect to follow that.
The CHAIRMAN. A couple of years ago, of course.
Mr. BELL. Yes, sir; since October 1941. Most of this authority is

in the Reconstruction Finance Corporation. The Federal Farm Mort-
gage Corporation and Home Owners' Loan Corporation are liquidat-
mg. I think they have shown remarkable results in the last year.
Their debts are being paid off very fast.

Senator BYRD. What is the authority of the R. F. C. that has riot
been used up to date?

Mr. BELL. The total authority of the R. F. C. is $17,360,000,000.
Senator BYRD. Why is it that the R. F. C. comes before Congress

every few months an asks for additional authority?
Mr. BELL. I believe that it has committed most of the balance.
Senator BYRD. Then, it must be more than the $17,000,000,000 in

that case.
Mr. BELL. It is possible they are getting close to that $17,000,000,-

000.
Senator BYRD. Then, Senator Barkley is not correct in the state-

ment that this money is not going to be spent.
Senator BARKLEY. I am speaking of the $21,000,000,000 of the

$32,000,000,000 that has not been committed.
Senator BYRD. lie is speaking of the $17,000,000,000 of the $21,-

000,000,000 that must have been committed, because the R. F. C.
just recently came up and asked for additional authorization.

Mr. BELL. $5,000,000,000. They have spent about a $12,000,000,-
000 balance of borrowing authority, and I assume a great deal of
that has been committed or they would not have asked for another
$5,000,000,000.

Senator BYRD. Is there any way, Mr. Bell, that you could suggest
that Congress could exercise some control'over these corporations?
Their affairs are not audited, they have a blanket authorization to
borrow, and, a$ I understand it, it is entirely determined by the di-
rectors of that particular corporation as to what they will borrow and
for what purposes; isn't that correct-within the limitation of the
law, of course?

Air. BELL. That is right, within the limitation of the law. In that
respect they are a great deal like any department that has a large
appropriation for broad general purposes.

Senator BYRD. Why could not the authorizations be made some-
what in the nature of appropriations, and not make a blanket au-
thorization of $15,000,000,000 or $20,000,000,000, but to hold it
within some limitation whereby Congress couih be informed as to
what is being done with this money and have some check on it?

Mr. BELL. I think the borrowing authority you give these corpora-
tions is in the nature of an appropriation. It is my understanding
that the R. F. C. renders a report to you every quarter in detail. If
you want. to go beyond that, the thing to do is to ask for more detailed
reports, or have an audit of your own made. You can probably get
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the audit that is already made. I think it is made by some private
concern.

Senator BYRD. What is the objection to having the Comptroller
General audit the corporations?

Mr. BELL. No objection from my standpoint, but I think the
R. F. C. would object.

Senator BYRD. Why would the R. F. C. object?
Mr. BELL. It feels I suppose that there is more flexibility in con-

trolling their own funds, and construing their own authority.
Senator BYRD. Why should they have more flexibility in making the

loans than a department has in spending the money appropriated to
that department? If he carries out the provision of the law, then the
Comptroller General has got to approve the loan, just the same as a
department if it carries out the law in disbursing its appropriation.
It does seem to me that there should be some control over these cor-
porations, more control than there exists now. I have been suggesting
that for years. The corporations are opposed to it. So far as I
know, there has never been an audit as to the loans of the H. 0. L. C.

You take Mr. Jones, he is paying a subsidy to the oil companies out
of some fund that was intendedby Congress to be loaned. He is
spending $300 000,000 a year and paying a subsidy to the oil com-
panies to equalize the price of gasoline. I think it was clearly never
intended for those purposes. It could not be regarded as a loan,
because he has to anticipation of getting it back at all.

Mr. BELL. I was under the impression that that was authorized
under the Price Control Act.

Senator BYRD. That is what he contends. I wrote him about it,
and that is his reply. Nevertheless, it comes out of the money that is
intended to be borrowed and loaned. We do not appropriate to
Mr. Jones, except for his administrative expenses, funds for the
purpose of immediate disbursement in the way of subsidies, do we?
1 did not understandthat he could make a direct gift of these funds
that are appropriated to be loaned. That is what he has done in this
case.

Mr. BELL. I think he must have legal opinion that he could do
what he has done, under either the R. F. 0. law or under the Price
Control Act.

Senator BYRD. How can we find out how much of these loans he has
made would be returnable to the Government and how much unre-
turnable? Certainly, that would help.

Senator BARKLEY. These are not direct gifts. They may be called
a subsidy, but they are in the nature of undertaking to absorb crtain
transportation expenses in connection with the transportation of oil
and gas for the benefit of the public.

Mir. BEL,. That is right.
Senator BARKLEY. The oil company itself does not get a subsidy

by way of donation out of the Treasury, as I understand it.
Senator BYRD. It is a gift in the sense that the Treasury does not

get it back.
Mr. BELL. It is an attempt to hold down prices through a subsidy.
Senator BYRD. These appropriations we made to the R. F. C.

were not for the purpose of making a disbursement or a gift, as I
understand it.
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Mr. BELL. That was not the purpose of the R. F. 0. law, as
originally contemplated. Many things have been done since it was
first set up however. You recall Congress on many occasions has
authorized Mr. Jones to turn over a half a billion dollars at a time
for relief purposes.

Senator BYRD. Mr. Jones has some indefinite authorization in the
Price Control Act. If Congress wants to appropriate $300,000,000
to equalize the price of gasoline, then it should state that is the
amount they want to spend for that purpose. He does not contend
that $300,000,000 was made available under the Price Control Act.
He has taken some general -provision in the Price Control Act as
authority for him to do with this $300,000,000 whatever he desires
to do with it, and thereby Congress loses control.

Senator JOHNSON. Will the agricultural subsidies be paid by Mr.
Jones now that we are going to add $100,000,000 to the agricultural
subsidy?

Mr. BELL. I assume they will; either through that organization or
the Commodity Credit Corporation.

Senator BARKLEY. I think it is through Commodity Credit.
Senator BYRD. Congress, as I see it, lost practically all control over

the disbursements of these corporations.
There should be some way that that could be regained.
Senator VANDENBERG. How does the Board of Economic Warfare

operate? Do they have any borrowing power?
Mr. BELL. No, sir. They operate through a corporation. It is

either the U. S. Commercial Corporation or some other subdivision
of R. F. 0.

Senator VANDENBERG. When they require funds, you mean it is not
necessary for them to come to the Congress for an appropriation, they
can go to a corporation and get the equivalent of an appropriation?

Mr. BELL. I do not know offhand whether they have got to come to
Congress for some of the funds, but as I understand it, some of their
operations are carried on through the R. F. C. activities. Just to
what extent, I cannot sa:y. I think originally they had an allocation
from the President's emergency fund.

Senator VANDENBERO. So the determination of a Board of Economic
Warfare policy would really pass under Mr. Jones' review rather than
the review of Congres?

Mr. BELL. It would pass under the board of directors of whatev-r
corporation it operates through. I think the U. S. Commercial Co.,
aslrecall, has been transferred from Mr. Jones to the Board of Eco-
nomic Warfare.

Senator VANDENBERG. The only point at which Congress has had
any expression on the subject was in the original grant of the general
borrowing power to the R. F. C.?

Mr. BELL. That, and specific. authority in the act to set up these
corporations.

Senator DANATIER. Mr. Chairman, an interruption, please.
The CHAIRMAN. Yes.
Senator DANAHER. I do not belive Mr. Bell would leave the answer

in that way if his recollection were refreshed.
Mr. BELL. I would like to have my recollection refreshed.



20 OUBid:DkB1- AcT'OF'i9f3Y

Senator DANAREn. The fact Is that the President on April 13, 1942
issued an executive order under the terms of which, having outlined
the scope of the activities of B. E. W., he gave that agency the power
to issue a pir'ective to R. F. 0., through its subsidiary corporations, to
pay for Whatever operations B. E. W. conducts. Actually, B. E. W.
spends no money whatever but does draw on R. F. C. corporations to,
me~t the cost ofwhatever activities B. E. W. operates. Thus, within
the scope of the executive order, B. E. W. is solo judge of what it does.
R. F. C. has no alternative but to pay the bill. It cannot question
it, it cannot approve it, and it cannot disapprove it. It has no voice
in i t whatsoever. That is as far as the Executive order of April 13,
1942, goes. The fact is that R. F. C. does not approve or disapprove
B. E. W. items.

Mr. tEL, L. I assume the board of directors of the U. S. Commercial.
Corporation might have* some say about it. Is not that board corn-
posed largely of B. E. W. nominees?

Senator DAiAHER. Yes; which come back to B. E. W.
Senator BYRD. Do you regard, Mr. Bell, the notes you buy from

R. F. C. as an: asset?
Mr. BELL. Yes I would regard them as an asset.
Senator BYRD. The part of that, which is given to the public is not

an asset, is it?
Mr. BELL. It is an obligation of the R. F. C.
Senator BYRD. Suppose the R. F. C." has got to make good that

obligation by having loaned the money, as it is supposed to have done,
to other corporations, in this instance they have given the money
away?

Mr. BELL. Sooner or later that will be adjusted.
Senator BYRD. As far as your books are now concerned, you regard

the notes of R. F. C. as a deduction from the gross debt, is that correct?
Mr. BELL. No.
Senator BYRD. I nmean a credit on the debt, as an asset on the'

Treasu
Mr. FELL. No; we include an amount equivalent to the obligations

that we purchase from them, in the public debt, and we add to the
public debt the amount of the guaranteed obligations standing in
the hands of the public to get the total public debt and guaranteed
debt. There is no offset.

Senator BYRD. You made statements from time to time, the
Treasury has, that the notes of-the R. F. C. will some day be collected
and therefore should be a credit upon the public debt.
. Mr. BELL. I think I said to the extent they are collected the pro-

ceeds will be applied on the public debt. - I
. Senator BiRD. That is all right if R. F. C. was engaged in a banking
business, as it was intended to engage, but apparently now it is going.
into other fields of activities; where the money will not be recovered,
as in the case of the Board of Economic Warfare.

None of that money Is reaoverable, is it?,
Mr. BELL. I do not know what wilU be recovered from R. F. C.

activities.'
Senator BYRD. Has the Treasury 6ver made any appraisement. of:

the assetaof Ri F. C.?
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Mr. BELL. No, sir, no more than what we submitted in the report
to Congress, which was an appraisal by the R. F. C. You realize they
could not actually appraise each note. There are thousands of them.

Senator BYRD. They do not assume a loss has occurred until it has
actually been sold out and charged off?

Mr. BELL. I think that is right.
Senator DANAHER. Will the Senator hold the record up long enough

to ask Mr. Bell to identify the document front which he read as to the
war activities? I

Mr. BELL. Daily Treasury statement.
Senator DANAHER. Thank you, sir.
The CHAIRAN. If there are r matters before the com

mittee, the committee is su lec

x *-


