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PUBLIC DEBT ACT OF 1943

FRIDAY, JANUARY 29, 19043

UNITED STATES SENATE,
CoMMITTEE ON FINANCE,
Washington, D. C.

The committee met, pursuant to notice, at 2:30 lp m., in room 312,
Senate Office Building, Senator Walter F. éeorge (chairman) presiding.

The Cuairman. Gentlemen, we have before us here this afternoon
a bill to increase the debt limit.

(S. 566 is as follows:)

(8. 568, Teth Cong., 15t sess.)
* A BILL To increase the debt Limit of the United States, and for other purposes

Be it enacled by the Senale and House of Representatises of the United States of
Kﬂv;mf’c?gt;ra‘(]onguu assembled, That this Act may be cited as the Public Debt

ct o .

SEc, 2. Section 21 of the Second Liberty Bond Act, as amended, is further
amended to read as follows: -

“Sec, 21. The face amount of obligations issued under the authority of this
;\_ct s'l,lall not exceed in the aggregate $210,000,000,000 outstanding at any one

ime.

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 fn connection with the redemption of
savings bonds to be made by incorporated banks and trust companies.

“(i) 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 guch regulations as may be
prescribed by the Secretary of the Treasury. The Treasurer of the United States
any Federal Reserve bank, or an{ incorporated bank or trust company authorized
or permitted to make payments in connection with the redemption of such bonds,
shall be relieved from liability to the United States for such losses, upon a deter-
mination by the Secretary of the Treasury that such logses resulted from no faulé
or negligence on the part of the Treasurer, the Federal Reserve bank, or the incor-

rated bank or trust company. The Post Office Department or the Postal

rvice 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. Tb%{rrovisions'of section 3 of the Government in Ship-
ment Act, as amendetl, with reapect ta the finality of deoleions by tho Sccretary
of the Treasury shall apply to the determinations 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, shall be credited to it and shall be
available for the purposes 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 CralRMAN. Mr. Bell, the Acting Secretary, Mr. Sullivan, and
other representatives of the Treasury are here to advise us about this

“You may proceed, Mr, Bell, and. tell us anything‘ you desire.
1
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STATEMENT OF DANIEL W. BELL, UNDER SECRETARY OF THE
TREASURY

Mr. Bert, 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

campaign,

_ Tge i?xd et 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 budfet that is now before you. That is the basis for the
figure in the bill, :

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

Mr. BeiL. Yes.

Senator VANDENBERG. 1 assume this $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. Beur. 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 VANDENXBERG. Have fiou the figure on wirat the outstand-
in% debt is of all these collateral institutions?

hope I am not interrupting your thought.

Mr, Beru. No. I am just making a general statement, so you can
go right ahead. ) L

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 Secretery 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 any further obligations in the market.

. Senator vmnmnqno. oes the $5,000,000,000 that is now held
in tﬁe reasury find its way into this $120,000,000,0007

Mr. BeLyn. 1t is already within the $125,000,000,000 limit; yes, sir.

Senator VANDENBERG. 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?

r. Berr. That'is right; yes, sir.

Senator Davis. That is within this $210,000,000,000.

Mr. BeoL. To the extent that any of their obligations mature within
the next 15 months, we will pay them off out of Treasury funds and
they will become & part of the public debt of the United States. To
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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 & 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 VANDENBERG. Yes. Will you put that in the record?
You do not need to read it now.

Mr. BeLw. I shall be glad to.

(The statement referred to is as follows:)

Unmalured securities of Government corporalions and agencies guaranmd by the
United States which were outstanding as of the close of business Dec. 31, 1942

‘Total par
Par amount of | Average | Par amount of {Average Aver.
Qorerument corporations sccuritios O | nterect | securiiios held | fasecest | Amoantof | Iotas

of agencies—serlesorloans | outstanding | rate | by Treasury | raie | RS | Trare

Home Owners' Loan Cot-
poration:

3percent bonds.serles
':f 1944-52..... ... $778,578,078.00. ...l e[ $778,578,075.00..........
Iu-pcreent bonds. se-
ries M, 104547__. 754,904,025.00'........ S PPN S caease| 754,904,025.00...... wee
l-pemnt bonds, series
..................................... $411,000,000.00|.........] 411,000,000.00:.........
Total...euueennennn 1, 533, 482, 100. 00) 2.262) 411,000, 000. 00, 1.000,1, 944, 452, 100. 00| 1.995
Fedeul Fgm Mortgage
sxpcr«nt bonds of
104464 .. ........... 94,678,600.00 ... eeaeen 94,678,600.001. ........
S-pemen‘; bonds of
.............. 833,085,600 00, .....cou]eceemeermnnaan el ] 835,085,600.00..........
cen' bonds, due
ger upe 30, 1943......... ...ceeet PO SRR 49,000,000 00|. ........ 49,000,000, 001. ..... J
Total.......ccouu. 929, 764, 200, 00| 3.02%; 49, 000,000.00 1.000; 978, 704, 200. 00| 294
Commodny Credit Cor-
1- pvrcent interim notes,
fourth series, due
Juoe 30, 1943......... SRR S aeef 200,000,000.00!.........] 200,000,000.00..... e
lpewen nterim potes,
series, due June
m .............. cesneerncassienifeenanie  50,000,000.90 ... .... 50,000, 000.00...........
1-percent interim notes, )
seveath serles, due’
c o Jupe 30, IM3. L e 200, 000, 000.00)............ .
M- serles

Total..enennmenennen 787.897,0(&06 918 430, 000, 000. 00, 1.00011, 237,897, 048 05/ .48

Reconstruction Finanoce
?m reont tnotes. fes |,
-peroen set

y{r' M3 ... *394,397,000.00]. ...}l weee] 324,397,000 001........ -

2 oent notes, series
L1 LR 871,363,00000)..ccneunifinnenneacennanafonneanns JJ 871,383,000, 001..........

l§ ?nl mles,

......................... (3, 954, 682, 445 91 ...,.....p.w,muux casctcece

1.045 3,954, 682, 455,91 100004, 850, 443, 445, 91 1008

Feder%lod t‘ublic Houslng
1 pemntnom.seriel

............... ll(. 157, 000, 00/ 114,157,000 001.. .
1 eenl noua uriu 280, 000, 000, 001.....
, doe June 30, 1943..
Total.............. 114,157,000.00{  1.375] 280, 000, 00Q. 00, 1.000; 394, 157,000, oo] 1.100

bt Pt s e -

T e T T T t—
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Unmatured securilies of Government corporations and agencies guaranleed by the
gml&d S!glu which were outs’anding as of the close of business Dec. 31, 1942—
'ontinue

QGovernment corporations | P82 smount of [Average | Par amount of {Average Total Rt | Average

securities | Interest | securities beld
oragencis—serkesorhans | ouictanding | rate | by Tressury | rate wmlf:g rate

Federal Housing Admints-
tration:

Mutual mortgage in-
surance (und deden-

tures:
3-percent, serics ALl $4,014,488.23( ... ... . 88,904,456 23
23¢-percent, serles
B (uocalled)....._.. 245000 ... 32,450
Ai-poroent, series
B (eighth called). 833,200.00. . ..oou e e 833,200,00...........
23{-percent, serles
E e 24,0000, . e 24,200.00..c0nuene
Housing Insurance
furd ntures:
'Egperoent. serles
a5 .- 45, 900, 00/ 45,900.00. ........
g ies
i) ................ 13,953, moo‘ 13,953, 100.00.........

Total.......... 22,113,336, 33]
'l'elun_essee Valley Authoe-

ty:
’;l(—mrcen! bonds, se-
ries A, Dec. 15, 14

K113.842 2838

8. 500. 00 272, 500.€90|

13¢-percent  bonds $a i
3-S10. ... 10, 000, 000. 00; 10, 000, 000. 00 .
)19;;5!_’5!}1 o 18, 000, 000. 00 18, 000, 000, 00}
T veaa ol 1000000000, .
S I L T D 15, 000,000. 00} . ........ 18,000, 000. 00|

955601« _eemcen|eccenanmeenns e e 16,500,000.00]..........| 16600,000.00........
Total...... $6,712,500.00_ 1.008]  56,772.500.00  1.005
Grandtotal....... LB 13,6803 190801, 4849501] 10000, 48462, 6O019] 1409

1 The Treasury has agreed, until furtber notice, to acocpt from the Tenncssee Valley Autbority, interest
at the rate of 1 percent pee annum on the Antborhy's bonds while they are used by the Treasury.

. Senator VANDENBERG. I suﬁpose in the case of a corporation like
H. O. 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. Bern. That isright. The law provides that,

While we do not take the assets over, they are held in the corpo-
ration as a Government agency,,

Senator VANDENBERG. You still have to }Pag 3 percent for moncy
for theso outside agencies, as most of the H. O. L. C. bonds, for in-
stance, bore? \ :

- Mr. BELr. No; we could borrow in the market on the guaranteed
obligations for eracticall_v. the same rate as on the direct Government
obligations. There is a little difference, but not much. -

e CuairMan. Allright, Mr, Bell, do you have some other figures?
~.Mr. BeLL. No, I haven't, Mr. Chairman, ’

The Cuatrman. Do you have some other features in this bill that
you wish to discuss? .
~ Mr. Beuw. I can go over the sections of the bill, if you care to.

The CHAIRMAN. Yes. You have two new features asido from the
provision increasing the debt limit?
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Mr. Berr. 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, :

Sgnn;or Warst. How long do you think that would last, that bor-
rowing

Mr. BerL. 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-
esrated banks and trust companies in the redemption of savings bonds,

e have outstanding at the present time some $15,000,000,000 of
these bonds, and of course they are increasinﬁ overy 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 h-.ve to make
some other arrangements for redeeming them, other thun 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 Cuairmax. That is the War Savings bonds?

Mr. Bewt. 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 VANDENBERG. 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. Beun. 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 VanpENBERG. You do not think increasing the facilities
for redemption encourages the use of the facilities?

Mr. Bern. Well, I do not believe it would very much, but, never-
theless, if the bond is presented for redemption 1 think we have got
to meet that redemption and meet it promptly. I think-if we do not
meet it promptly it will do moro harm than anything else.

wSeé[ntuo?r GEerry. How much in these bonds did you say was out-
standing

Mr. Beun.. $15,000,000,000 current redemption value. .

The CrairmaN. 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 riot? :

Mr. Beir. In many cases he does; yes.

The CratrMAN. And it comes rigflt on _through?

Mr. Bern. That is right.
thThe CuairMaN. Now, the next section, Mr. Bell, you might explain

at.

Mr. Berr. The next section is really an amendment to theé Govern-
ment Losses in Shipment Act. A
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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 60,000 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 so presented are on
the lists of these stop orders. Theso 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.

en 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 all of those
bonds for just 114 bonds of which 83 were the $25 denomination cost
us a great deal of money admibistratively. So, what we would like
to do 1s simplify our procedure by permitting the commercial banks
if we use them, the Federal Reserve banks, and the Treasurer o
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 halance 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 set-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 slready 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 vsluables throughout the
country.,

In the 5 years of the operation of that fund Congress appropriated

$693,000 and we have only paid out $7,600 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
p ure and expense involved to check all of these lists through
each of these agencies, L,
. I we had paid premiums on all of the shipments that we have had
in the last 5 years, we would have paid out fo insurance companies
$3,800,000, but we have actually paid out only $7,600 in losses, and
much of this 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 CuatrMaN, Are there any questions, gentlemen?

Senator DANaBER. Mr. Cheirman. ~

"The CualrMAN, Senator Dansher, .

Senator DanaueR, I understood you to safr, Mr. Bell, in answer
to Senator Vandenberg, that Corporation 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 publjc?

.



PUBLIC DEBT ACT OF 1043 7

Mr. Bery, 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. BxrLL, 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 DaNAHER. It does not increase the actual debt in any
respect, does it?

Mr. BeLL. Yes.

Senator Dananer. How?

Mr. BerL. 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

oss public debt and comes within the $125,000,000,000 limitation

ed by Congress. Otherwise, it is stated as a debt of the Corporation,

Senator DaNAHER. In any case, the Government owns the Cor-
poration?

Mr. Beru. That is right. .

Senator DANAHER. Are such items as the Board of Economic
Warfare commitments charﬁeable, as they now are, to R. F. C
included separately or specially within this total you ask for?

Mr. BeLL. 1 z}ust have the one figure for R. F. C. Everything
&hab the R. F. C. spends and for which it borrows money is in this

ure. .

gSenawr DanaHeR, And how much do theé estimate between now
and June 30, 1944, would be required for B. . W. operations?

Mr, Berw. 1 will {ry 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, 19437

Mr. Berr. Noj; I haven’t, Mr, Dansher. I do not know how much
they have incurred up to this date, but for the fiscal year 1843 the
e;f&nate is $1,086,000,000, and it is $787,000,000 for the fiscal year
1944. N

Senator BARgLEY, That is the Budget estimate?

Mr. Berr. Yes, sir. I prohably 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:)

Estimated ezpenditures, Commodity Credit Corporation, fiscal years 1948 and 1944

{In miltions of dollars}
i | e
63
’ W | T
Estimated expenditures in 1944 Bodget (D. XX)...ooeernsorininmeiesionnsnsmiacenns 1,086 787
Less actual expenditures (net) July 1to Dee. 31, 1942, per daily Treasury statements.. [/ 3 TR
Balance of estimate, Jan. 1to June 3, 1943, . .ceeemiiiiiiiionceiianenacnanens 1| ........
$ Toctudes $289,000,000 for redemption of notes ding Io the market, maturing May 1, 1943,

82623—48—2



8 PUBLIC DEBT ACT OF 1943

Senator Danauer. Wo 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 monoey.

Mr. BeuL. That is a lot of money.

Senator DanaHER. I wondered 1f there is any source from which
we can fet & break-down of what is expected for B, E. W. between
now and Junc 30 of this year, and the subsc?iwnt fiscal year.

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

Senator DanNaner. Might that bo supplied for the record, Mr.
Chairman?

The CHAlRMAN. Yes, you may furnish it.

(The information requested is as follows:)

{Note.—The following information has been inforr.ially obtained from the
Board of Economic Warfare and the Bureau of the Budget.}

The Board of Economic Warfare handles Jwractlcally all foreign procurement
aclivities, with the exception of rubber, including preclusive buying. The Board
of Economic Warfare locates and directs the purchasing in forelgn countries of
commodities for the account of such agencies as Metals Reserve Company and
Defense Sufplies Corporation. The United States Commercial Comgany was
organized at the rec}uest of the Departiment of State and the Board of Economic
Warfare as a subsidiary of the Reconstruction Finance Corporation. The Board
of Economle Warfare utilizea the facilities of this Company in carrying out its
reclusive operations. Included on the board of directors of the United States
mmercisl Com?any are four representatives of the Reconstruction Finance
Corporation, two from the State Department, one from the Office of Coordinator
of Inter-American Affairs, and three from the Board of Economie Warfare,
portion of the purchases direcled by the Board of Economic Warfare are stock-
fled and the balance is sold in this country, the proceeds of such sales going back
%alimaled eapenditures of the Board of Economic Warfare for the &-month period
to the Reconstruction Finance Corporation. Some of the aquisitions of food-
stuffs, eto., are financed by the Commodity Credit Corporation.

Jan. 1 to June 30, 1943, and for the fiscal year 1944

Jan.) g0 Juce | Piscal year 1944

d

Appropristed tands (Bel) oo B $13,308,000|  $33,15,000

Kl

21100 103 (060) borerrerons 430,000,000|  £50,000, 000
TOAL -eeeeeearencaaneannenseaeanasestrneseemaecreasmeeanenns #3,398,000] 83,215,000

1 Of the net amount of $450,000,000, it Ls estimated that s ximately $200,000,000 will be tecovered by
subsequent sales from stock pile; and of the net amount of &g?ooo,mfc is estimated that approximatel;
usb(?.&o.ooo will be recovered by subsequent sales from stock pile PpE 4

Senator Byrp. What is the amount of the obligations of the cor-
porations that is not included in the gross statement?
- Mr. BeLr. $4,283,000,000 as of December 31.

Senator Byro. How many corporations have the power to issue
direct obligations?

b{vfr. BeLn. Only the Treasury has the authority to issue direct
obligations. ;

Segnator Byrp. 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. BeLr. That is right, yes. '
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Senator Byrp, How many of them can offer their notes and bonds
either to you or to the public? I mean corporations,

Mr. BeLe. I think there are eight of them. The Commodity Credit
Corporation, the Federal Farin 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 Byrp. That includes R. F. C., does it?

Mr. BeLL. Yes, sir, and that item includes all of the corporations
under the R.F. C. :

Senator Byrp. Why would Home Owners’ Loan have the authority
to issue additional obligations when they are now liquidating it?

Mr. BeLu. From time to time they have to issue obligations in
connection with their liquidation. They are not large.

Scnator Byrp. Have you got available the complete authorizations
of these different Government corporations?

Mr. BeLu. Yes, sir, and.I am putting a table in the record.

(The table referred to is as follows:)

' Borrow‘nx power and outelanding obligations of corgomliom and credil agencies

which 1asue obligations guaranteed by the United States as of Dec. 31, 1942
{In millions of doliars)
Outstanding obligations
Corporation y lingh of b Held by otbe
ation or agenc . ¢! rs
porttion of b thorty | oy | HeMby id
- Unmatured! Matured t
C dity Credit Corporstion 2650 1,28 450 768 (O]
edera] Farm Mort Cof| 2000 %33 9 0 4
Federa) Housing A u‘suo £7 3 22 [0
Federa] Public &Aut 800 304 280 Ml
Home Owners® Loan 80(1! .- 14,7150 1,958 11 1,533 13
Recor.struction Finance Corporation 17,360 4,851 055 896 (O]
‘Tennessee Valley Autbority. .. 162 87 .2 RASSUSOSOREN I
U. 8. Maritime Commission... 8200 .o e e el
X2 R 32,622 9,802 5201 4% 18
Nore.—Figures are rounded to nearest million and will not necessarily add to totals.
« 1 Fupds have been deposited with the Treasurer of the United States for payment of all obligations
guaranteed by the United States, i di tured principal of §17.8 million and interest

of $3.2 million.

3 Less tban $500,000.

8 Limit of suthority to losure mortgages. This amount msy be Incrrased by $1,000,000,000 upon ap-
proval by the President. Debentures may be kssued and tendered only in exchange for Insured property
wa%::d through foreclosure.

is smount may be increased only by the amoant of Issues for refu &
+ Excasiveof B el onc o e Unlid Biaies 2 e o B Bosmstruetion Finanos

¢ Limit which may be outstanding st say one time with res to the tnsuring of mortgages and the
fssuance of debemw{a. ¢ v pect '

Scnator Byrp, What is the total of the unissued obligations that
thev are authorized to issuc?

Mr. Bert. 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 and 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 Byro. They can issue, then, $21,000,000,000 more than
they have already issued? :
Mr. Bern. It is about $20,300,000,000. .
Senator Byrp. And if they choose to do it, and the Treasury con-
sents to it, they can offer that direct to the public, in which ovent it
will not be included in this gross limitation we are now considering?
Mr; Berr. That is right. But you know we are following the
policy of requiring them all to come through the Treasury.
Senator Byrp. I mean there is no legal requirement that the Treas-
u? 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 $210,000,000,0007
* Mr. BELL. That is right.
Senator VanpenBERG., Can you stop them from offering them to
the public? .
r. 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
obfh%g‘tlionshhe wouliil bﬁ very much in the samde posxti(clm as if hte
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 DaNaHER. Mr. Chairman, another question.
_ The CrairuMaN. Yes, Senator.

Senator DananEr. ‘Mn Bell, it is my recollection that as of June
+30, 1942, you carried into fiscal 1943 appropriations amounting to
3103.409,000,000. Does that figure ring substantially accurately to

you . ) . .
Mcr. Berr. Ido not know, but I should say it was ug in that neigh-
borhood, yes, sic. I am inserting in the record a table taken from
the 1944 ucfget which shows balances of appropriations on June 30,
1942, amounting to $97,280,000,000.

- (The table referred to is as foilows:)

Statement of balances of appropriations as of June 80, 1942 (ezclusive of trust

- accounts), and of approprialions for the fiscal year 1048 (including permanent

&r:d Ti;ndeﬁnile approprialions), as of Nov. 1, 1848, reporied by the Secrelary of
easury

{This statement Is tncluded in the Bod, etonlgk;m of the 1 L3 of the Budget and Aocounting
Act, 1921 A1 U, 8. 0, 11¢). Asbadge! tion, the statemeat has little, if any, value, as it imply
. gharrs the balances of sppropristions on 1be books of the Treasary, June 30, 10432, classifed as between
1003 ;%?vit‘m"] of prior years according to whether the funds were sppropristed a8 “im.

Balances of appro- | 1€ fiscal yeat 1043,

) Department o¢ ageacy pristions, Jube 0, eot .‘:ﬁm‘”“e‘e " | Total avafisble
$3, 618, 508, §1 $27, 884, 873.00 $30, 100,079, 41
. 870. 4 [} 74.00 1 844.34
&,B!.Z%’Mﬂ ,aﬁi’%’.’mm 1,113:%&54.92
vil Bervice Commission.......cv.veuuene 1,940,000 % 143, 769,082.00 135,709, 148. 39
Employees' Com| tion Commission.... 00 16, 192,337, 89
eRerad ACOUREIAL ONR. v erersrerr Biosien| wmmi| Insmenss
C ) & mxoun 9, 416,692.00 10,084, 740, 92
] Agptzrhuom for flscal year 1943, exclude items Immediately availadle, but lnciude appeopeis-

tions by

Belencled of supplemental acts.
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Stalement of balances of appropriations as of June 30, 1948 (exclusive of trust

accounts), and of appropriations for the fiscal year 1943 (5

uding permanent

and indefinite appropriations), as of Nov. 1, 1948, reported by the Secrelary of

the Treasury—Continued
A stions
Balances of appro- ‘o'lh mdmiy’" 1943,
Department or agency pmuotlxg.dumao. neat rund”ea- Total avallable
nltuI 8-
Iodozsendent establishments—Continoed
stional Advisory Committes for Aero-
naut $12,036,954.68 guﬂz,ou.moo go.o&s.mca
Raiflroad Retirement Board. 14, 318,926 80 , 342 000.00 1,860, 928 %0
Securities and Exchange C 203711 4,9105%00 s.m,g&u
Selective Service 8 8,304,048 43 84, 748, 000.00 41,139,048 45
I Valle: 81,130,935, 66 136, 100, 000, 00 :11.aso.m.eg
13, 899, 408.01 12,000.00 13,911, 406. 0!
G Vamwre| mevese| *Emimorke
3,714,878 n:m,moo 26,979,022 78
4, 995,353, 00 6, 129,89.00 11, 125, 24800
126,707,67368 [.oe.eeoeooeenoan. 126,707, 673.08
29,430.250. 18 81,274, 000. 00 90, 713, 25018
22, 420,834.73 118, 929,090 00 104,335,028 78
....... 1,800,420 95 52, 366,243 00 34, 365, 87496
Social ty 819303513 824, 469, 330.00 533,662, 335.13
Other 1,599, 063.91 8,168, 283 50 6,767,332.41
Federa) Works Agency:
Offce of Administrator 106, 188, 970. 79 17, 850, 00 00 214,038 970. 79
blic Buillings Adminis! 49, 329, 453, 34 34,946,710 00 84,276, 193 34
Public Roads Administrstion.. 187,101, 431. 49 000, 000. 00 182,101, 431. 49
Pudlie Works Administration . 31,160, 71603 Loon 31, 161,716 93
Work Projects Administration. 33,382 195. 20 230, 000, 000. 00 318,352, 198, 20
Otber. .. ouoeeinieiiiiaans [N 601.08
Natiooal Houslng Ageacy:
Office of Administrator. 134, 203 %07. 34 413, 000, 000. 00 749,203, 807. 34
Federal Houdn!iAdmlnlstmlon 203005 |................... 206, 399.05
Federal Public Housing Autbority. 344.83?4".45 13, 000, 000 00 357,838, 417.48
Other.....nncnneecncicienccacanioniasanes . 37,%8.18 1,378, 000. 00 1,412 338 18
Department of A V] . .| 1,467,926, 363.83 833,921, 798,97 3,291,848,160.83
Department of Commerce:
Ofice of Administrator of Civil Aero- . . «+ N
nautics. ;. 81,913,064.14 310, 658, 225.00 392 568, 289. 14
Civil A M 1487 1, 243, 500. 00 1,496, 65437
Otber. 4, 299,100.68 29, 111, 375,00 3&1\&”&3
Depart 111, 544, 427.88 203,071,627, 43 316,618, 053
Depart 9, 531,180. 39 93,988, 100.00 103, 816, 230. 39
Depart 2, 463, 858.02 33, 938, 060. 00 26,303, 9364. 02
g&?o%egxgmen- ............... 13,436, 490, 005,10 | 19,231,650, 491.00 | 32,668 140, 494.1¢
epert .
L : LET a8 R THN| s sese00 e
1 men ALe. .. eiiinn i eereaennas , 000.
I‘re‘:a!uy P - 1,303, 452, 749. 74 461,882, 391,63 1,765 333, 141.3¢
War Department .| 63,816, 463, 282 31 | 42,822 101, 560.00 { 111, 633, 869, 851. 31
Panams Canal... . 18, 281 34 100, 043, 810.00 118, 258, 891L. M4
District of Colum 7.2 4,00, 000. 00 €008,022 28
Public debt, permanent appropristions:
%(‘nbkelnlfgnd ...... codemriions, diiseable” 4177,79212.31 1 500, 000, 000. 00 3,767,792,13.3
T pablic-dedt redem;
to ordinary receipts. 11, 200, 000. 00 1,200, 150. 18
Interest on (oo pabite 3¢ : 11,65000,000.00 | 1,675000,000.00
Total, exclusive of Postal Service, pay-
able from postsl reveaues.............. 97,280, 495, 706,20 | 71,72, 161, 570. 58 } 160, 002, 657,364, 78
Postal Service, parp:gloh'omposmrovenw.... ................... 190, 078 563,00 ﬁ“m.moo
Tolal..cueeineccrarnacnaanrcnacsanasnnens 92,290, 405,796, 20 { 72 635,140, 133. 85 | 160, 908, 635, 929. 78

2 Tbea Lota) amount estimated for fiscal year 1943.
# Exclusive of cstimated postal denden’q for the fiscal year 1943,

Senator Danangr. Now, can
actually been called upon to ma

Well, I cannot tell you how much it was out of those
but we are spending at the present time about

priations?
Mr. BeLL.
particular balances,

ﬁou tell me at what rate you have
e expenditures out of those appro-

$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 DANARER. $6,500,000,000 a month?

Mr. BeLr. Yes.

Scnator Barkrey. That is the total expenditure, including war
and nonwar effort?

Mr. Ber. That includes everythini; yes, sir, Senator.

Senator BArkrLey. 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 CaairMaN. You understand Senator Danaher’s question?

Mr. Ber. 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 cutlays, certain expenditures of the
Agriculture Department, Federal Security Agency, Federal Works
Agency, National Housing Agency, Treasury Department, United
States Ma:itime Commission, War Shipping Administration, and
then there are certain other miscellancous 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 ap};{)roI‘Priate directly to an{ of
these agencies but they in turn draw on R. ¥. C. under directives from
the President, you do not include that in that item, do you?

Mr. Bern. That is not a budgetary expenditure. That comes in
another cat%orv as corporate expenditures, and we do include an
item- under R. F. C. called *War activities.”

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

Mr. BenL. 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, aud others. I find that 1
have here a list of them,

‘Senator DaNaneR. Will you please read them for the record?

Mr. BeuL. Defense Plant Corporation, Defense Supplies Corpora-
tion, Metals Reserve Company, Rubher Reserve Company,
Commercial Company, and the R. F. C. Mortgage Company.

Senator DaNageER. And what do they aggregate, please?

Mr. BeLn. About $5,723,000,000 was the total disbursement
through December 31, 1942, and ﬁ\ey had receipts on account of those
gctivities of about $1,940,000,000. So the net outgo of those cor-
porations was about $3,783,000,000.

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

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

. Senator DaNAHER. I think you areright.

Senator Byrp. Itisnot, It should be, though.,

Senator DaNaHER, I just wanted to verify, if you know, I am
sure they are not. .

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

Mr. BrLL., Yes,

Senator BarkLeY. You make no deduction from the total in the
case of each of these deEartments by the amount that they have been
spending normally, in the War and Navy Departments?

Mr. BELL. That is right; we do not.

Scnator Barxkrey, They all go in together?

Mr. BeLL. Yes, sir.

Scnator Byro. I think you failed to include in your statement
Mr. Bell, that the N. Y. A. has been transferred as a war agency, an
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 Byrp. There are a number of others that were herctofore
considered as peacetimo spending and are now, under the budget,
transferred to war spending. :

Senator Danangs. 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
1t.

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

Mr. BeLr. The nature of the fund, Senator.

Senator Gerry. What do you mean by that?

Mr. Berr. 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 dpower for aluminum J)lant,s. The appropria-
tion acts which included these funds specified that they be apemxri-
ated to the “Tennessee Valley Authority fund,” whichis 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 thglf are in paymeat for
& purpose re atinf directly to the war effort. Therefore, having no
convenient way of determining definitely what proportionof 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 languege would cover any-
thing. It practically means what the Treasury decides to be a war
expenditure, does it not?

T e - s
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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 BYrp. The benefit of the doubt is given to the side of the
board which makes the expenditure?

Mr. Beun. I think they try to be honest about it.

Senator Byrp. If there is any doubt that exists they classify it as
a war expenditure?

Mr. Bers. 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
fow items in the “war activities” grouY.

Senator Byrp, I think there should be & 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. BeLr. 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 Byrp. Take as an exam}illo, we have always had to have an
Army and a Navy, we had to pay the Secretary of War and the Secre-
tary of Stato and no matter whether it was wartime or peacetime, all
of those expenses now are classified as war expenses.

Mr. BeLr. Not the State Department.

Senator Byrp. For the purpose of comparison, it is very confusing,
lﬂfcause we have got to have the Army and we have got to have the

avy.

Along the line of Senator Barkley’s questiop, the normal expenses
of the Ennky and Navy are certainly not due to this emergency of war,
8o to speak.

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

Mr(.i Bern. That is not & war expenditure, Senator. That is sep-
arated. .

Senator Lopae. How about the veterans’ expenditure?

Mr. Berw, 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 gxpenditure. . .

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

Mr. Bern. For that period.

Senator BArkiLEY. For that period, )

Senator Byrp. Normally, we would spend about five or six hundred
million dollars a year on the Army and Navy.

Mr, Berr. In 1932, 1033 and 1934 we spent from $540,000,000 to
$700,000,000 per year., - .

Senator Byrp. 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. BeLn, Before Jul'f 1941 you will find them classified as national
defense expenditures. The war activities classification, I think, came
after Pearl Harbor.

Senator Bysp. It might have been the year before that, but the
Treasury has had two budgets ever since 1933, one was & norm
budget and then there was the recovery budget; now, there is one
bugfet and one peacetime budget.

r. BerL. T call them two subdivisions of the same budget.

Senator Byrp, The expenditures of the Army and Navy, up until
you adopted this defenso budget, were all included in the normal
exglt;nses ; that is correct, is it not?

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

Senator Byro. That is ri%ilt.

The CrairMAN. Any further questions?

Senator VANDENBERC., What has become of the stabilization fund,
Mr. Bell? Is that intact? I have not heard of that for & long time.

Mr. Berr. 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.
thSefmetfi)?r VanpeNBERG. You still have a $2,000,000,000 balance in

he fun

Mr. BeLn. 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. BeLr. Isay, wehavenot. The net profit on the fund, Senator
Davis, is about $30,000,000.

Senator Lopge. Do you use the fund in day-to-day exchange
operations? .

Mr. Benr. 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 VanpENBERG. 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 $660,000,0007

Mr. BeLr. Wo are in process of preparing an answer, but the Treas-
ury did not issue them; the Federal Reserve System issued them.

e think it is clearly within the law. 'We will have an answer to it
probably tomorrow. .

Senator VanpenseRe. I think it ought to be answered.

Mr. BerL, Yes;sodo 1.
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Senator VAnpENBERG. This charge of Dr. Spahr has created quitée
a sensation. ) .

Mr. BeLL. Senator Taft asked mo 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 VANDENBERG. You are going to prove that tomorrow?

- Mr. BELL. Yes, sir. Government securities were deposited, just
as the act and regulations require. Subsequent to the deposit of the
securities, the Federal Reserve S&stem deposited money with the
Treasury to redeem the notes. e 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 tho
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 United 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
Qovernment bond behind them. There is no difference whatever.

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

Senator VANDENBERG., He is the sccretary of the National Com-
mittes on Monetary Policy. He is professor of economics in the
New York University.

Senator BarkLey. That is the same one,

Mr. Berr. He knows better than that, I am sure.

The CHaIRMAN, Are there any other questions, gentlemen?

Are there any otherftatemenls to be made by the Treasury regard-
ini this particular bill

ir. BeLL. Not this bill; no, sir, )

Senator Byrp. I would like to ask Mr. Bell if the committee can
have the assurance of thoe 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. BeLr. You can get my assurance, so far as I can %;Ze it to

ou, 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 BARLEY. There is no likelihood that this $21,000,000,000
is actually going to be sold to anybody, is it?

Senator Byrp. A good deal of it will bo because it is financing all of
the constructions of these war plants, and everythinﬁ1 else.

Mr. BerL. The big part of that has been accomplished. There are
veg few additional plants. L.

- Senator Byrp. 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 T imagine, in view of the fact, that probably the ge_ak of
flnnt construction is passed ; no new plants are now being established,

think, outside of synthetic rubber, butadiene, or something like
that; the general plan of war plants i§ just now about accomplished,

..

!
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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 CrAlrMAN, The Treasury has followed that announced policy?
* Mz, BeLr, Yes.

The CHAIRMAN. Since the announcement was made to the com-
mittees of Congress and the public?

Mr. Berr, That is right.  We expect to follow that.

The CuAIRMAN. A couple of years ago, of course,

. Mr. BerL. Yes, sir; since October 1941.  Most of this authority is
in the Reconstruction Finance Corporation. The Federal Farm Mort-
gage Corﬁoratlon and Home Owners’ Loan Corporation are liquidat-
ing. I think they have shown remarkable results in the last year.
Their debts are being paid off very fast.

Senator Byrp. What is the authority of the R. F. C. that has not
been used up to date?

Mr. BeLL. The total authority of the R. F. C. is $17,360,000,000.

Senator Byro. Why is it that the R. F. C. comes before Congress
every few months and asks for additional authority?

Mr. BerwL. I believe that it has committed most of the balance.

Senator Byrp. Then, it must be more than the $17,000,000,000 in
that case.

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

Senator Byro. Then, Senator Barkley is not correct in the state-
ment that this money is not going to be spent.

Senator BArRkLEY. I am s caﬁing of the $21,000,000,000 of the
$32,000,000,000 that has not been committed.

Senator Byrp. He 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, Bern. $5,000,000,000. They have spent about a $12,000,000,-
000 balance of borrowing authority, end I assume a great deal of
that has been committed or they would not have asked for another
$5,000,000,000. ’

Senator Byrp. 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, ag 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?

Mr. Bere. 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.

enator Byro. 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 could be informed as to
what is being done with this money and have some check on it?

Mr. BeLv. 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 Byrp. What is the objection to having the Comptroller
General audit the corporations? )

Mr, BruL. No objg?:tion from my standpoint, but I think the
R. F. C. would object.

Senator Byrp, Why would the R, F, C. object?

Mr. BeLy, It feels I suppose that there is more flexibility in con-
trolling their own funds, and construing their own authority.

Senator Byrp. Why should they have more flexibility in making the
loans than a department has in spending the mone{y 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 existsnow. I have been suggesti
that for years. The corporations are opposed to it. So far as
know, there has never been an audit as to the loans of the H. O. L. C.

You take Mr., Jones, he is pzyin%a subsidy to the oil companies out
of some fund that was intended by Congress to be loaned. He is
spending $300,000,000 a year and paying a subsidy to the oil com-

anies to equaiize the prico of gasoline. T think it was clearly never
intended for those purposes. It could not be regarded as a loan,
because he has no antic:lpation of getting it back at all.

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

Senator Byrp. 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 locned. We do not appropriate to
Mr. Jones, except for his administrative expenses, funds for the
i)urpose of immediate disbursement in the way of subsidies, do we?

did not understand, that 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. Berr. I think he must have legal opinion that he could do
what he has done, under either the R. F. C. law or under the Price
Control Act. .

Senator BYyrp. How can we find out how much of these loans he hes
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 cértain
transportation expenses in connection with the transportation of oil
and gas for the benefit of the public.

Mr. Bert. That is right. .

Senator BArkLEY. The o0il company itself does not get a subsidy
by way of donation out of the Treasury, as I understand it.

Seltl%)torkanD. It is a gift in the sense that the Treasury does not
get it back. ) .

Mr. BerL., It is an attempt to hold down prices through a subsidy.

Senator Byrp. 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. Bery. That was not the purpose of the R. F. C. law, as
originally contemplated. Many things have been done since it was

first set up, however. You recall Co on many occasions has
?utholx.-izfed Mr. Jones to turn over a haif a billion dollars at a time
or relief p

Senator Byrp. 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 JornsoN. Will the agricultural subsidies be paid by Mr.
Jo!l:e?d I}’OW that we are going to add $100,000,000 to the agricultural
subsidy

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

Senator BArkLEY. I think it is through Commodity Credit.

- Senator Byrp. 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 VanpENBERG. How does the Board of Economic Warfare
operate? Do they have any borrowing power? -

Mr. Bey. No, sir. They operate through a corporation. It is
e}tﬁeli?' tlg U. S. Commercial Corporation or some.other subdivision
of R.F.C.

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?

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

Senator VANDENBERG. So the determination of a Board of Economic
Warfare po‘lc&)would really pass under Mr. Jones’ review rather than
the review of Congress? .

Mr. Berr, It would pass under the board of directors of whatev-r
oorforation it o&emm through. I think the U. S. Commercial Co.,
as I recall, has been transferred from Mr. Jones to the Board of Eco-
nomic Warfare.

Senator VaANDENBERG. 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 DaNasER, Mr. Chairman, an interruption, please.

The CaAIRMAN. Yes, .

Senator DanNaHER. I donot belisve Mr. Bell would leave the answer
in that way if his recollection were refreshed. »

Mr. BeLwL. 1 would like to have my recollection refreshed.
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Senator Danankr. The fact is that the President, on April 13, 1942
saued 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 issve adirective to R. F. C., through its subsidiary cor?orations, to
pay for whatever operations B, E. W, conducts. Actually, B w.
spends no inoney whatever but does draw on R. F. C. corporations to.
meét the cost of whatever activities B. E. W. operates. Thus, within
the scoge of the exccutive 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 bas no voice
in it whatsoever. That is as far as the Executive order of April 13,
;394}?), oes. ‘The fact is that R. F. C.does not approve or disapprove

. E. W.items. ‘

.. Mr, Bert. I assume the board of directors of the U. S, Commercial
Corporation migll;t have some say about it. Is not that board com-
posed largely of B. E. W. nominees? .. )

" Senator DANAHER. Yes; which comes back to B. E. W.

Senator Byrp. Do you regard, Mr. Bell, the notes you buy from
R.F, C.assn'asset? )

Mr, Betn, Yes; I would regard them as an asset. )

Senator Byrp. The part of that which is given to the publie is not
an asset, is it? - .

Mr. Bern, It is an obligation of the R. F. C.

Senator Byrp. Suppose the R. F. C.  has got to make good that
obligegtion by having loaned the money, as it is supposed to have done,
to other corporations, in this instance they have given the money

away? .

M‘;. BeLL, Sooner or later that will be adjusted. -

Senator Byrp. As far as your books are now concerned, you regard
the notesof R. F. C, as a deduction from the gross debt, is that correct?

Mr. Bzun. No. . '

Senator Byrp, I mean a credit on the debt, as an asset on the'
Treasugy. , S

Mr. BeLL, - 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 Byep. 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. Berr. I think I said to the extent they are collected the pro-
ceeds will be applied on the public debt. S )

. Senator BYrp. 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 monle_{ will not be recovered,
as in the case of the Board of Economijc Warfare. ce

None of that money is recoverable; is it? - ‘ o

Mr.lBun. 1 do not know what will be recovered from R, F. C.
activities, - . : :

Senator Byrp. Has the Treasury éver made any appraisement. of:
the assets-of R. F. 0.7 e : .

t



PUBLIC DEBT ACT OF 1043 21

Mr. BeLr. 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 1ot actually appraise each note. There are thousands of them.

Senator Byro., They do not assume a loss has occurred until it has
actual% been sold out and charged off? .

Mr. Berr. I think that is riget. .

Senator DANAHER. Will the Senator hold the record up long enough
to ask Mr. Bell to identify tho document from which he read as to the
war activities? - .

Mr. BELL. Daily Treasury statement.

Senator Dananer, Thank you, sir.

The CuairmaN, If there

s | tters before the comse
mittee, the committes is g all.



