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Mr. GEORGE, from the Committee on Finance, submitted the following

REPORT

[To accompany H. R. 2404]

The Committee on Findnee, to whom was referred the bill (H. R.
2404) to increase the debt linit of the United States, and for other
iuiirposes, having considered the same, report favorably thereon
without amendment and recommend that the bill do pass.

Thlie hill which was referred to your committee is designed (1) to
increase to $300,000,000,000 the limitation pn the amount of public-
(lebt securities issued under the Second Liberty Bond Act, as amended,
which may be outstanding at any one time, and to bring under such
limitation guarantee(l securities outstanding in the hands of the
public; (2) to' authorize the Secretary of the Treasury to utilize, in
addition to incorporated banks and trust companies, certain other
financial institutions, such as savings and loan associations, building
and loan associations, cre(lit unions, cash depositories, and industrial
l)aiks, as paying agents in connection with the redemption of United
'States savings bonds; (3) to alloy findings of death authorized to be
made by law, or by the Secretary of War or the Secretary of the Navy,
to be accepted as sufficient proof of death by accountable officers of
the Treasury Department and any Federal ReserVe bank, without
risk of financial responsibility, in connection with the payment, ex-
change, etc., of United States securities (4) to authorize the Treasurer
of the United States to redeem certain direct obli atiotis of the United
States which may become the property of the United States by gift
or bequest, and, out of the proceeds thereof, to pay gift or inheritance
taxes as may be due; and (6)to authorize the Secretary of the Treasury
to sell, exchange, or otherwise dispose of bonds, notes, or other secu-
rities, not in excess of a million dollars of any smgle issuer, acquired by
him on behalf of thie United States under judicialprocess or otherwise.
These provisions are retained without change in the bill as reported,

and the committee believes that they are neceary and in the public
interest.
The Under Secretary of the Treasury, in testifying before your

committeej, called attention to the fact that on the basis of t ePrtsi-



2 INCItEASING '1'TIJE DEiT L1iMIT OF TH1E UNITED STATES

dent's budget i'ssage trnlsmnitting thre Midget for the fiscal year
beginning dJily 1, 1945"), it is estinlm te(l that tle iWl)u c debt wvouild
amount to $251,8(0,000,000 oil June, 30, 1945, and a year later
woul(l renah $292,300,000,000, neevsSitating a stat ultory limitation of
about $304,000,000,000. 'r'll('I Unider Secretary of th Tpr(ealslury also
testifie(l tIlmt the Trell'.( r1is 'luis recently announced its Sevit h War
Loan dIrive whicihi begins oi April 9 an(l continues tlirough July 7.
Beeatse of thiis situations it is ini)portalt, that this billhbe liacte(d
proml)tly so ats to implement the existing authority of thle Treasury
1111(1 to le )(l' it to lhiivC sltiflicietit,aut hority to covert thle seculrities
which will le issllued (1111hillg t hat drive.

'T'lhe following ('x('II)ts from thl(' report af the Committee on Ways
and( NMeawsx (11. Rept. No. 2416, 79th ('ong.) ill(licate a(l(litional r'ealSonlS
for 111(1 the effect of the provision, ')f this bill:

Thl hill liferss fromtliel)ills Nvhich havne leenenacted in recent years placing a
limitation oil t he aIllotitit of obligations which may be issied(l an( outst ending at
any onl(! Hine under- the Second Liberty Bond Act, as amended, by incorp)orating
a provisions, suggested by your comimiiiittee, fixing anl over-all limitation applying
not onlyIt thle pliblic-del)t sectirities issued under the Secon(l Liberty Bond Act,
as amitendvd, but also incluclinig securities issue(l by governmental corporations
and agencies which are gulrante(el as to l)rillcil)al atd interest by the United
States l(l ntr(' olltsina(lillg ini the hands of the public. rLThese securities are
customarily referred to as guaranteed obligations of the Ulnite(d States and their
issuance under certain stntuttory limitations and eon(litions has been authorized
to finance activities of thle following corporations and agencies:

Commodity Credit, Corporation.
Federal Farm'll Mort gage Corporation.
Federal li housing Adminiistrat-ion.
Federal Public lRousing Authority.
Home Owners' Loan Corporation.
Reconstruction Finance Corporation.
'rTenuuessee Valley Authlority.
United States Marnt inime Commnuission.

onl thle basis of thie limitation contained in the present bill, which
inclu(les guarante(l obligatiolls, there would have, been an unused
balance under the present limitation of approximately $16,433,000,000,
as illustrated in tle following table tallen from tho House report but
revised to include figures as of February 28, 1945:
'1'otal face amount that miay he outstanding at any one time. $260, 000, 000, 000
Is8ue( unl(ler authority of Second Liberty Coan Act:

Outstanding ts of Feb. 28, 1915:
1iterest-bearing-

Bonds(1:
Treasury-$92,348,801,450
Savings (in a t u r i t y

value)'-51,491,452,200
Depository- 603, 168, 000
Adjusted service- 716,426,407

Total-145,059,849,057

Treasury notes-42,437,638,575
Certificates of indebtedness- 37,555,742,000
Treaaury t bills (maturity

value)- 16,398,683,000
Total-.---- - 96,392,063,575

Grand total-241,451,912,632

I Approximste matlrtty valvu, prielDpel amount (current redemption vlpe) eoooding to publio4e
statement $4,6,l8,63.
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Outstanding as of Feb. 28, 1945-Coni
Matured obligations on which in-

terest has ceased

Bearing no interest:
United States savings stamps.
Excess profits tax refund
bonds

Total

Grand total
Guaranteed obligations outstanding as of

Feb. 28, 1946 (not held by Treasury):
Interest-bearing-

Bonds: Home Owners' Loan
Corporation

Debentures: Federal Housing Ad-
ministration

Demand obligations: Commodity
Credit Corporation

Matured obligations onr which interest
has ceased __

tinued.

$202, 901, 850

186,710,073

581, 614, 157

708,324,230

242,423,138,712

754, 904, 000

31,579,936

327,510,486

29,735,150

Total-1, 143, 729, 572
$243, 566, 868, 284

Face amount of obligations issuable, Feb. 28, 1945, had
guaranteed obligations been subject to the debt
limitation on that date 16, 433, 131, 716

RECONCILEMENT WITH DAILY STATEMENT OF THE U. S. TREASURT
FEB. 28, 1945

Total face amount of outstanding public-debt obligations is-

sued under authority of the Second Liberty Bond Act- 242,423,138,712
Total face amount of guaranteed obligations outstanding ---- 1,143,729,612

Total-243,566,868, 284
Deduct, unearned discount on savings bonds (difference be-
tween current redemption value and maturity value)-9,793,265,547

Total 233,773,602,737
Add other public-debt obligations outstanding

but not subject to the statutory limitation:
Interest-boaring (Postal Savings, etcj)- $195,824,740
Matured obligations on which interest has

ceased-6,434,735
Bearing no interest-875,354,766

1,077,614,241

Total gross public debt and guaranteed obligations
outstanding as of Feb. 28, 1945 234,851,216,978

The following shows the situation with respect to the limitation necessary to
cover the public debt and publicly held guaranteed oblgiations on June 30, 1945,
and June 30, 1946, on the bams of the Budget estimates of January 1945:

3.
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Estimated

June .30, 1946 Juno 30, 19

Gross public debt ------------------------- ------------ $251, S00 000,000 $292,300,000,000
Adjuistmelits to s11ow (leht subjc(et to statutory limitation: Add un-
earned discount on savings bonds (diflereino btlweeLn current re-
deniption value arid maturity value)--------------------------- o10, 500, 0(0, 000 12, .50,00,000

Total -----------.262, 30 ,0 000 304, S0,)000, 000
Deduct other ipublic-debt obligations outstanding, riot subjr'ct to
litnlitation---.-.............-.... 1, 035, 0L), 0() 8W0 000 000

Statutory 11initation niecessary on basis of above public-debt esti-
inate.s. . .--- --- --- --- --- --- --- -. 261, 2 505 00t , 304, 000, o , 000

Guaranteed o1;ligntilon .-.:..-------1-.--0-----------------152 00,( 73, (00, 000

rotal limitation miecessiry----------------..-. 261, 417, 000,000 304,073,000, 000

Section 3 of thlie b)i11 would nnield(1 sllubsetions (Ii) and (i) of sect ioll 22 of thle
Second 1 liberty Bond Act, an amiende(l, as added by the Public Debt. Act of 1943
(Public Law No. 34. 78th Cong., 57 Stat. 63).

Pursunilt to sul)secti on (h) tde Secretarv of the yreasury is aufthorize(1 to utilize
incorporated b)aniks n11(1 trtlst, eomiipaiei, in connection wit-li redemption of United
States savings bonds, anl(1 re(leldie)itions have been made t hroulgll such agencies
Hince Octoi)er 1, 19)14'O.HI however, stironig representatiolls lhave been made to the
Treasury that inlcorl)orate(l banks anid trust companies alone (1o iiot furnish ade-
(plat}e re(le'm ptlion faciiities to SoiIe(! COmuililliit ies arid (Io ot, and caniiot ade-
(jilately p)rovidle for certain classes of b)ondholders, particularly those having no
reglular banking connect ions. To take care of this sit-mation ndlla to avoid und(ue
delan in redleniiptions, section 3 of tlie bill would nauthorize tlhe use of certain other
financial institutions as p)aying agents, siclh as saNx ings witid loan associations,
butlildIinrg andl loun associations, credit linions, cash (deositories, andl industrial
banks, 'I'll(! Treasury feels confitleiit that tlie reOimleste(I natitority, together with
existing nut lrio ty already cotitairied in section 22, as anleli(lc(I, anthiorizirig the
1utilization of the Post. Office )eplirtillent ain(d Postal Service, will be sllflicint to
enable it, to set III) facilities which will permit savings boiids to be redeemed without
sIr )stIMni nl (Idelas8.

Io Iusinre that only resl)orsil)le instit ltions niiiv redeemn savings bonds, section
22 (Ii) of thle Second jibcrt y Bond A c, u pIropose(il to l)e ainieni(Ie(ld, \\O1l(l provide
that 11o institute ion slall act, as a paying agent until it- las beeni (llualified for that
punrpoge by tref Secretary of tho 'lTreasury nor uiless it. is inicorporat-ed, accepts
(deposits, mnaintainrs a regular oflle anrd is under tlie suipervision of the banking
authorities of the jmirisdiction where it is incorpor'ated. It is the opinion of your
eonnimiittee that., pursuant t4) this section of the bill, adeqluirte and safe facilities
for re(linrtioln of savinig-i b)o0d(15 efn be matintlainied.

Sllbsect ion (i) of section 22 of the Second I~ilbrt-y Bon(l Act, a.9 amended,
)ro\ i(l(es that losses resultjg from erroneous p)aymienirts of savings bonds mllade
l)y tfle 'P'renvunrer of thle Unrt,ed States, tile Federai Rleserve banks or ilicorporat ed
l)anks ani(t trust- companies, wit botlI fault or negligence, shall be replaced out of
thelow s : itn silipmillent fuind. Sect ion 3 of tiis bill wouldIlneilnd this subsection
by suhinstituttinrg t he words ''qualified paying agent.'' for the words 'incorporittedl
bank or trust eomilp)anv," to extend siniilar relief to the a(lditional classes of paying
agents authorimed by 'the bill.

Sectioli 4 of thlie bill would add two new sections designated as sections 23 and
24, to the Second Liberty Bond Act, as amended.

Section 23 woUld facilitate the l)ayinMeit, exchange, transfer, reissuiance, or
re(ldeml)tion of United Strates securitie.s; in tie -event- of (death of certain owners,
It. woIIltI provide, in ('fleet, for the accept anice for such l)lproses as proof of death
a finding of dleathi maole by nny official or agency of the United States authorized
by sec-tion 15 of the act of MaTrell 7, 19012, as anielided (II. S. C., Supp. III title 50,
Ap )l. see. 10035), or by aniv other law to make suecl a finding, or by the Aeerctary
of \Var or the? Secretary of the Navy. 'I'li net of March 7, 1942, as arnemilV,
entitledl the ''War Pla arid Allowances Act of 1942," authorizes the head of the
dlepanrtmnit concerrtlned to cont iniuc certain pay and allowances of persons in) thle
military services, or civilian officers or employees of (lepart-lients or agerc.ies
(during such t ire as they ninny be assigned for (lty out-side the continental limits
of the United States or in Alaska, (luring the period they are found to be missing
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or missing in action, and, after 12 months from the time the absence began, to
make a finding of death for the purposes of termination of pay and allowances
settlements of accounts, and payment of death gratuities. The act further pro.
vides that within the scope of authority granted by the act such determination
of death shall be conclusive.

Your committee has been informed that in a number of instances such findings
of death have been presented to the Treasury as proof of death required in con-
nection with the payment, transfer, exchange, reissue or redemption of United
States securities. The acceptance of such findings in those cases is desirable, but
the Treasury is of the opinion that such transactions are not within the scope of
the War Pay and Allowances Act, and that findings of death could not be ac-
cepted as conclusive evidence of death without exposing the Treasury Department
or its officials, as well as the Federal Reserve banks, to financial liability in the
case of the return of the person whose death has been presumed. To take care
of this situation section 23, as added by this bill, would relieve such officials and
the Federal Reserve banks from such financial responsibility by providing that a
finding of death so made shall be sufficient proof of death to support the allowance
of credit in the accounts of any Federal Reserve bank or accountable officer of the
Treasury Department in any case involving such transactions in connection with
United states securities.

Section 24, as added by the bill, would provide for the expeditious and orderly
handling of certain gifts to the United States. It appears that the number of
bequests and gifts to the United States is increasing and that there is also an
aLpp)reciable number of United States savings bonds outstanding so registered that
upl)on the death of the purchaser they will become the property of the United
States. In sonIe instances such bequests and gifts are subject to the gift or
inheritance taxes iml)osed by a State or other governmental authority.
There (loes not now exist any statutory authority for the Treasurer of the

United States to pay Suich inheritance or gift taxes without specific authority
from the Congress. Section 24, as added by the bill, would authorize the Treas-
urer in the case of direct obligations of the United States, bearing interest'or sold
on a discountt basis, which become the property of the United States by gift,
b)equest., or as the result of the form of registration to redeem the obligations.
Also, it would authorize the Treasurer, out of the proceeds to pay such taxes
as may be (ldme and deposit the balance in the Treasury as miscellaneous receipts
or as otherwise authorized by lawv

Section F) of the bill would enable the Secretary of the Treasury to take advan-
tage of favorable market conditions for the disposition of bonds, notes, and other
securities acquired under judicial process or otherwise, by removing the require-
ment of existing law which permits the disposal of such securities onlv after
advertising for 3 months (sec. 3740 of the Revised Statutes, U. S. C., title 40,
sec. 302). It would authorize the Secretary of the Treasury to sell, exchange,
or otherwise dispose of silch securities without advertisement for bids, subject
to the limitation that the amount of the securities of any single issuer held by
the Treasury Departiment at any ohe time which may be so disposed of shall not
exceed $1,000,000. Similar authority to that proposed by this section, but
without the foregoing limitation, has been conferred by the Congrcss with respect
to bonds, notes, or other securities of counties and municipalities transferred by
the Reconstruction Finance Corporation to the Secretary of the Treasury (56
Stat. 40 IJ S C title 15 sec. 611 (a) (I)) and bonds, notes, and other securities
acquired by the 'United Atates under the Transportation Act of 1920 (54 Stat.
788, U. S. U., title 40, sec. 316).
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