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PUBLIC DEBT LIMIT

FeBruary 17, 1967.—Ordered to be printed

Mr. Loxg of Louisiana, from the Committee on Finance, submitted
the following

REPORT -

[To accompany H.R, 4573]

The Committee on Finance, to whom was referred the bill (H.R.
4573) to provide, for the period ending on June 30, 1967, a temporary
increase in the public debt limit set forth in section 21 of the Second
Liberty Bond Act, having cousidered the same, reports favorably
thereon with amendments and recommends that the bill do pass.

The amendments are as follows: '

Strike out all after the enacting clause and insert:

That, cffective on the date of the enactment of this Act, the first sentence of
section 21 of the Second Liberty Bond Act, as amended (31 U.S.C. 757b), is
amended by striking out ‘“$285,000,000,000” and inserting in lieu thercof
$336,000,000,000".

Amend the title so as to read: ‘“An Act to provide a permanent increase in the
public debt limit set forth in section 21 of the Second Liberty Bond Act.”

I. SUMMARY

H.R. 4573 provides a temporary debt limitation of $336 billion,
beginning on the date of enactment of this bill and ending on June
30,1967. The administration initially recommended a debt Iimitation
of $337 billion for this period. However, the Secretary of the Treasury
in testimony before your committee re(iluested the Senate to approve
the $336 billion ceilling passed by the House. Your committee
accepted this ceiling of $336 billion, {ut has amended the bill to make
this & permanent, rather than a temporary, ceiling. Thus, under
your committee’s amendment, the debt limitation effective on the
date of enactment of this bill will be $336 billion from that time
forward, instead of reverting to $285 billion on July 1, 1967, as would
be provided by the House bill. :

The temporary debt limitation for the fiscal year ending June 30,
1967, is currently set at $330 billion. In the months of December 1966
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2 PUBLIC DEBT LIMIT

and January 1967, over $329 billion of debt subject to the limitation
was outstanding. Under ordinary circumstances, the public deht
reaches a peak for the fiscal year during the months of March and
April. It is expected that the Treasury Department will be unable
to meet all the Government’s commitments promptly during thege
months in the current fisecal year unless the statutory limitation
is increased. ‘

The actual debt limitations for selected years since 1947, together
l\\'ilth the proposed limitation under this bill, are shown in table 1,
helow.,

TaBLE 1.—Slatutory debt limitalions, selecled fiscal years 1947 lo dale, and proposed
limitation for the remainder of the fiscal year 1967

[In billions)

Statutory debt limitation

—_—

Fiscal year

Permanent | Temporary Total
additional
T N $275 | 253
1050 o o e 275 $6 M1
o 275 3 %A
Y00 e eeemieceeecceecmccacennans 285 10 2053
8 285 8 293
1962 through Mar, 12, ... ... 285 13 2
1962: Mar. 13 through June 30 . ____._.. 285 154 am
1963 through Mar. 3V, . ... 285 23 303
1963: Apr. 1 through May 28 ... ... .. . 285 20 305
1963: May 29 through June 30 285 22 w7
1964 through Nov. 30. . ... 285 24 309
1964: Dec. | through June . 235 30 313
1964: June20and 30 .. . ... . 265 39 324
BT TIPS 285 at 34
1000 . . e 285 43 3
1067 oo e 285 45 330
PROPOSED BY HOUSE
1067 from date of enactment of H.R. 4573 through June 30. ... 285 51 335
PROPOSED BY FINANCE COMMITTEE

1967 from duate of enactment of ILLR. 4578 o oo ... 336 0 336

II. GENERAL STATEMENT

Action taken last year

In June 1966, Congress increased the temporary additional statutory-
debt limitation from $43 billion (for the fiscal year 1966) to $45 billion
for the fiscal year 1967. This action raised the combined permanent
and temporary debt limitation to $330 billion for the fiscal year ending
on June 30, 1967. _

The $330 billion debt limitation was enacted in June 1966 on the
basis of the estimates of fiscal year 1967 administrative budget ex-
penditures and receipts which had been presented in the President’s
budget message in January 1966. Those estimates projected expend.
itures of $112.8 billion, receipts of $111.0 billion, and a deficit of
$1.8 billion, . '

It was noted last spring that actual expenditures might be sub-
stantially above the initial budget estimates for the fiscal year 1967
because the scale of the escalation in expenditures for Vietnam
operations was not yet clearly foreseen.
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In the event that a sharp increase in expenditures for Vietnam
should not only become necessary but also exceed any rise in receipts,
it was understood that Congress would reevaluate the $330 billion
limitation and take whatever action would become necessary. This
was indicated by the following statement in your committee’s report
Jast year:

Should this ceiling prove to be too low, because of various
contingencies which may arise, it will of course he possible
to reconsider the debt ceiling-at a later time.

Current budgetary situation for fiscal 1967

The time for a reevaluation of the debt limit is now. Estimated
expenditures for the fiscal year 1967 have risen by $13.9 billion, from
$112.8 billion to $126.7 billion while receipts are expected to increase
by $6 billion, from $111.0 billion to $117.0 billion. The deficit accord-
ingly can be expected to increase from $1.8 billion to $9.7 billion,
an increase of $7.9 billion. The substantially larger deficit now
expected, which is the outcome of the greater increase now anticipated
in expenditures than in receipts, requires that the limitation on the
public debt be raised very soon if the Federal Governiment is to meet
its financial obligations.

TABLE 2.—Estimated administrative budget receipts and expenditures for the
Jiscal year 1967

[In billlons)

Budget estimates

January 196 | January 1967 Chance

13 1) g $111.0 $117.0 +-§6.0
Fxpenditures. oL 1128 126.7 +-13.9
Defieit oo s e e —-18 =9.7 +7.8

Source: Bureau of the Budget.

The bulk of the $13.9 billion expenditure increase, nearly $10 billion,
is attributable to higher defense expenditures, with most of the rest,
$3 billion, being attributable to the effects of the tight money market
last summer. Other changes in expenditures, for the remaining
budget programs, account for additional net increases of slightly
over $1 billion. -

The major portion of the expenditure increase, the $9,650 million
estimated increase in defense expenditures, consists of $9,084 million
in support of Vietnam operations and $566 million primarily from in-
creased military and civilian pay. Your committee was informed that
the substantial underestimate of expenditures 1 year ago was due to
the fact that the buildup of men and equipment in Vietnam was just
beginning when the fiscal year 1967 budget estimates were prepared,
and accurate projections could not be made at that time concerning the
level of requirements or the duration of operations. Moreover, for the
purpose of budgetary planning, military requirements were forecast on
the assumption that hostilities would cease by June 30, 1967. The
uncertainties which underlay these estimates were emphasized by
the President in his budget message in January 1966 and in other
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statements and by administration officials in their testimony before
congressional committees. Secretary of Defense McNamara stated
in appearances before two different Senate committees in February
and in August 1966, that supplemental appropriation requests would
be necessary for the fiscal year 1967 when it became clear that Viet-
nam operations would extend beyond June 30, 1967, and when reason-
able estimates could be made about the level of operations to be main-
tained after that date.

The supplemental appropriation for the fiscal year 1967 in part is
needed to provide funds for items to be purchased now for use in
possible Vietnam operations beyond June 30, 1967. Purchases of
equipment must be made before that date to insure its availability
during and after the fiscal year 1968.

Your committee was informed that the estimates presented with
the fiscal year 1968 budget encompass fewer ‘uncertainties than the
estimates made last year because they are based upon a longer period
of combat experience in Vietnam, which provides more accurate data
for forecasting, and because the additions of manpower and equipment
from this point on can be expected to be more gradual.

The tight money situation this Iast summer accounts for most of
the expenditure increase, $3 billion, not accounted for by defense
expenditures. This is attributable to higher costs for operating Fed-
eral credit programs and to the larger payments »f interest on Federal
debt. Higher interest rates raised the interest payments on the public
debt by $650 million. Also, sales of financial assets are now expected
to be $800 million less than the January 1966 budget estimate because
of the relative scarcity of funds in the private money market. More-
over, the scareity of private financing required additional outlays of
$1.5 billion for various Federal credit programs to maintain the under-
lying private expenditures in these areas. These programs included

1) crop loans by the Commodity Credit Corporation under the price
support program; (2) mortgage financing by the Federal National
Mortgage Association; and (3) Export-Import Bank financing of
export loans.

A variety of other changes in expenditures affecting the remaining
budget programs contributed a net increase of somewhat more than
$1 billion. The underlying changes involved increases and decreases
in several programs which reflected changing workloands—such as the
dramatic increase in the volume of mail—, higher Federal matching
payments under Federal-State grant programs—like the medical
assistance grant program—, and deliveries by contractors earlier than
expected of equipment ordered by the National Aeronautics and Space
Administration.. There were other expenditure changes which essen-
tially offset each other and which are a combination of congressional
changes in the President’s 1967 budget requests and the President’s
decisions to defer new programs.

Economic growth and the public debt

The growth in the public debt, as large as it may be, has not been
as fast as the growth of national output since 1946. As a percent of
gross national product, the debt has fallen from 133.9 percent at the
end of fiscal year 1946 to 45.0 percent at the end of fiscal year 1966.
Despite the sizable increase in the debt during the current fiscal
year, it is estimated the percentage relationship will decline to 42.9
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percent. The limitatioq on the public debt proposed in this bill will
he 44.1 percent of the estimated average level of gross national product
during fiscal year 1967. The data shown in table 3 clearly indi-
cate that the relationship of the public debt to gross national product
has been falling steadily since the peak of the public debt was reached
in 1046. It also should be noted that the relationship of the public
debt to gross national product at the end of fiscal year 1940 was 51.1
percent, which is a higher relationship than that anticipated in 1967.
Thus the debt as a percent of GNP in 1967 is expected to be below
the relationship existing before the beginning of World War II.

TasLE 3.—Public debl and the gross nalional product, 1940-67
{In billions of dollars)

Public debt at end Public debt at end
Giross of year ! Gross of year !
Fiscul year national Fiscal year national |_____ —_—
product product

Amount | Percent Amount | Percent

of GNP of GNP
95.0 48.5 51.1 362. 1 271.3 74.9
109.4 55.3 50.6 378.6 274.4 72.5
139.2 71.0 55.3 409. 4 272.8 G6. 6
177.5 140.8 79.3 431.3 270.6 62.7
201.9 202.6 100. 4 440.3 276.4 62.8
216.8 259.1 119.5 469. 1 284.8 60.7
201.68 269. 9 133.9 495.2 286.5 57.8
219.8 258. 4 117.5 500. & 289.2 T 587.1
243.5 252. 4 103.6 542.1 2908.6 55.1
260.0 252.8 97.2 573.4 300. 5 53. 4
263.3 257.4 97.7 612.0 312.5 51.1
310.5 255.3 82.2 651.8 317.9 48.8
337.2 259.2 76.8 712.0 320.4 45.0
358.9 266. 1 4.1 762.5 327.3 42.9

! Includes Government enterprise debt guaranteed by the U.S. Treasury.,
Source: Budget of the United States for the fiscal year 1968, p, 454.

Debt formation is a development necessary to finance increasing
economic activity and a rising gross national product in all sectors of
the economy. Since 1964, the net ! public (including Federal, State,
and local governments) and private debt has increased at a rate close
to $2 of debt to $1 of gross national product, as can be seen in table 4.
On December 31, 1946, total net debt was 179.5 percent of gross
national product, and on December 31, 1966, the same percentage
relationship stood at 178.9 percent. On the same date in 1940, total
net debt was 176.5 percent of gross national product. In contrast to
the decreasing importance of the publicly held net Federal debt (that
is, the Federal debt held outside of U.S. Government trust funds and
other investment accounts), the net debt of other sectors of the
economy has been increasing relative to gross national product.
Table 4 shows that since 1946, the net debt of State and local govern-
ments has doubled, rising from 6.1 to 13.2 percent in 1966; the
corporate net debt has increased by more than half—from 42.2 to
65.5 percent; individual and noncorporate debt has grown from 27.4
to 64.3 percent—more than double the 1946 level.

! 8ee explanation of net public and private debt in footnote 2, table 4.
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TasLE 4.—Ratio of net public and privale debl to gross national product, end of the
‘ calendar year, 1946-661

——

c Ratlos of net debt to gross national product (percent)
iross
End of calendar yeur— national
product ? State and Individual
(billions) Federal focal Corporate | and non- Total
corporate

1040 ... $107.6 41. 6 15. 3 70.3 49.2 176.5
| R4 196. 0 128.0 7.0 43.5 27.8 -_)07'3
T e 221, 4 103.7 6.1 42,2 97. 4 179.5
WS . . 338.2 64. 6 6.9 4%.0 35.4 154.¢
1952 .. 361.0 6L 7 7.1 17.4 <85 153.8
1958 o e 360.8 63,2 79 49.8 4.6 162.§
1954, ... 379. 8 60. 6 8.8 45. 1 43.6 161. 1
1055 400, 7 56.5 9.4 51.8 16.5 164. 1
1956 433.2 52,0 9.8 53.5 47.9 163.3
1957 438, 1 51.2 10, 6 56.3 50.5 168.7
1953 469, 2 10.6 10.8 55.3 51.0 165.8
1959 496. 8 40.0 11,2 57.0 5H3.2 170.3
1960 and. 4 47.9 1.9 ). 2 56.9 176.8
1061 5128 45.7 12,0 59.7 57.2 174.6
19152 BT 44.5 12,8 60. 6 59.4 177.4
1443 6113 42,7 13.0 6.5 62,2 179.4
164, ... 652, 5 41.0 13.0 61.7 64.3 180.0
1965 712.8 37.8 13.3 625 .5 1789
W06 ... 765.0 35.9 13.2 63. 5 64.3 178.9

1 Net publie and private debt outstanding is a comprehensive aggregate of the indebtedness of horrowers
after elimination of certain types of duplicating governmental and corporate debt,  For the Federal Gov.
ernnient, debt issues held by trust funds and other governmental investment accounts are deducted from
the gross Federal debt.

2 Implied level end of year, calculated us the average of the 4th and 1st calendar quacters at seasonally
adjusted annual rates. -

3 Preliminary,

Source: Economice Report of the President, January 1967, p. 278,

The interest cost of maintaining the public debt during the past 10
years has remained at a fairly constant level relative to the gross
national product. As shown in table 5, the ratio has fluctuated
between 1.68 and 1.77 percent, except in 1959 and 1960, when the
ratios were 1.62 percent and 1.85 percent, respectively. The ratio
rises to an estimated 1.76 percent for the fiscal year 1967. It falls
slightly to 1.75 percent for the fiscal year 1968, when $805 billion is
employed as the estimate for gross national product in the fiscal year.

TasrLe 5—1Ratio of inlerest payments on the public debl lo gross nalional product,
Sfiscal years 1957-68

Interest on the Interest on the
Giross public debt Gross public debt
Fiscal year national Fiscal year national _—
product product

(billions) { Amount { Percent (billfons) [ Amount | Percent

(millions)| of GNP (millions)| of GNP
1957 ... .........] $43L.3 $7,244 1. 68 $573. 4 $9, 895 173
1958... . 440.3 7, 607 1.73 612, 0 10, 666 1.7
. 469. 1 7,593 1. 62 651.8 11, 346 174

495. 2 9, 180 1. 85 712.0 12,014 1.69
506. 5 8, 957 1.77 762. 5 13, 400 1.76

542, 1 9,120 1. 68 2805.0 | 114,050 1.75

! Bureau of the Budget estimates.
2 Estimate based on sdministration estimates through December 31, 1967. The last 6 months assumes
maodest increases in gross national product.

Source: Budget of the United States for the fiscal year 1968, pp. 454, 459.
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Administration estimates of the statutory debt ceiling required for the
remainder of the fiscal year 1967

The outstanding amount of the public debt subject to limitation
has been very close to the existing statutory ceiling since late No-
vember 1966. As a result, the Treasury has at times been forced to
operate with very low cash balances and virtually no margin for
flexible debt management or contingencies. On December 15, 1966,
for example, the debt subject to limitation was $329,851 million, only
$149 million below the statutory limitation. At the same time, the
Treasury’s operating cash balance was only $916 million. Since
Federal expenditures are currently running at a rate slightly in excess
of $10 billion a month, such a balance represents the cash requirements
of only a few days and is far short of the level which the Treasury
Department believes is required for prudent cash management.

The inflow of corporate estimated tax payments in December pro-
duced a temporary improvement in the situation. By the end of the
vear the debt subject to limitation declined by $303 million, and the
Treasury’s cash balance increased to $4,511 million. Expenditures
once again exceeded receipts in January, however, and by the 18th
of the month the debt subject to limitation was only $75 million
under the statutory limitation while the operating cash balance had
shrunk to $2.5 billion. _

The Treasury anticipates that its supply of usable cash will be
exhausted by the end of February unl%ss additional borrowing is
permitted. 'The situation will become even more acute in the first
half of March.

The Treasury Department projections of the anticipated level of
the debt in the absence of an overly restrictive limitation were pre-
sented in a table which is shown here as table 6. As in the past, the
table is calculated by adjusting the operating cash balance to the
constant level of $4 billion. In view of the relatively short time re-
maining in the fiscal year, however, the $3 billion allowance for con-
tingencies assumed # previous years is not included in table 6.

TaBLE 6.—Estimaled public debt subject to limilation based on a conslant operalin
cash balance and assuming a sufficient statulory limitation, February throug

June 1967
[In billlons)

Debt -
Operating subject to
cash balance | limitation
(excluding after
Fisca: year 1967, February-June free gold) adjusting
cash balance
to $4 billion

n (2

P
WD =TI

P S
[~]
N

COOooOOOoOO

Source: Treasury Department.
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The table indicates that if a $4.0 billion operating cash balance is
maintained, the public debt of the type subject to statutory limita-
tion would have to rise above the present $330 billion limitation as
soon as February 28. Under the same assumption, the debt will reach
a maximum of $336.3 billion on March 15. The reccipt of March,
April, and June tax payments will lead to a gradual decline in the
required level of the debt during the remaining months of the fiscal
year. Not until the very end of the fiscal year, however, will the
required level fall substantially below $330 billion.

The projections in table 6 are based upon both the seasonal pattern
of Federal receipts and expenditures and the estimated impact of an
overall deficit in the budget accounts. While Federal expenditures
are usually spread in a relatively uniform manner throughout the
months of the fiscal year, receipts are collected unevenly. Although
the revised schedule for the payment by employers of withheld income
and social security taxes has eased the problem, tax receipts are
still concentrated at the end of the fiscal year. Thus, there is usually
a cumulative deficit in the budget accounts during the éarly part of the
fiscal year which reaches a peak sometime in the late winter or early
spr}')i;)g. The pattern expected for the fiscal year 1967 is shown in
table 7.

TABLE T.—Estimated and actual budget receipts, ewpenditures, and deficit or
surplus by months for fiscal year 1967

[In billions)

Expendi- | Surplus (+) | Cumulative
Net receipts tures or deficit at end
deficit (—) of month
Actual:

1966~-JUIV. oo ac i 85.7 $10.3 —%4.6 —34.6
AUBUSE. o oeieccmcccccece e cicmaa—ae 7.2 11.0 -3.8 -8.4
September - 12,5 11.9 +.6 -7.8
October. ... ocaeeoooo 5.8 11.0 —5.2 -13.0
November .- 7.4 10.4 -3.0 —16.0
December- ..o ioiiiie s 10.6 9.5 +1.1 ~14.9

Estimated:
1967—-JaNUArY o ceeee e cmecmrm e naaaan 8.9 9.6 -7 ~15.6
February . - comeceoiiiicicaaanaaans 7.8 10.1 —-2.3 ~17.9
March 11.0 10.2 +.8 -17.1
Aprilo oo l.. 14.5 10.3 |- +4.2 —-129
Mayo il 7.6 10.4 -2.8 -15.7
JUNe . o e 18.0 12,0 +6.0 -4.7
Fiscal year 1967. . o cooovmeammaaaaaas 117.0 126.7 0.7 |t

Source: Treasury Department,

During all but 2 of the 6 months of the fiscal year 1967 for which
information is available, expenditures exceeded receipts. The cumu-
lative deficit at the end of December was $14.9 billion. The Treas-
ury estimates that this cumulative deficit will reach $17.9 billion at
the end of February. Not shown in table 7 is the peak estimated
cumulative deficit of $23 billion which is expected to be reached on
March 15. The excesses of receipts over expenditures in late March,
April, and June are expected to reduce the cumulative deficit to $9.7
billion, the projected deficit for the fiscal year.

An alternative method of computing the requirsd debt ceiling has
been presented in the past. Under this met-hog, the maximum cumu-
lative deficit for the fiscal year is added to the debt outstanding at the
beginning of the fiscal year. An adjustment is then made for the
difference between the cash balance at the start of the fiscal year and
the cash balance at the time of the maximum cumulative deficit.
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This alternative computation is presented in table 8 under the assump-
tion that the cash balance at the time of the maximum cumulative
deficit will be $4 billion, although at that time the actual cash balance
probablg will be appreciably less. The table demonstrates the need
on this basis for a statutory debt ceiling of $336.3 billion.

TaBLE 8,—Allernalive computation of debt limitation requirement

Billions
Debt as of the end of fiscal year 1966 . . ________________._.__._. .. 8$320.1
Adjustments in beginning debt for Mar. 15, 1967, figure: -
(a) Maximum cumulative deficit (Mar. 15) expected dur-
ing the year.. . oo meeaaa 1 $23.0
(b) Decrease in cash balance from $10,800,000,000 to
$4,000,000,000. _ . aiaaoa- —6.8

Approximate estimated debt as of Mar, 15, 1967.________ 336. 3

1 Thisdoes not take into account possible variations in the uninvested balances of trust funds, in clearing
sccounts, and in other items that at any given time may affect debt requirements.

Table 9 presents a comparison of Treasury Department projections
of the required debt limitation and the actual results during the
period from January 15, 1966, through January 31, 1967. Column 4
of this table indicates that the actual debt subject to limitation reached
a peak during the spring of 1966. When the debt subject to limitation
is adjusted on the assumption of a $4 billion operating cash balance,
it is clear that the peak debt limit requirement during the latter half
of the fiscal year 1966 occurred on March 15.

TABLE 9.~—Comparison of debt projections with actual results

[In billions)
Projections ! Actual

Operating Operating Debt subject | Difference

cash Debt cash Debt to limitation (col. &

Year and month balance | subjectto | balance | subject to | alter adjust- | compared
(excluding limita- (excluding limita- ing cash with
free gold) tion free gold) tion balance to col. 2
-~ ulml‘mlm :
1) 2 3) 4) (5)

1966—Jan. 05, .. ..., 4 $322.8 $2.3 $321.9 $323. 6 +0.8
RET{ U § O, 4 321.6 4.2 322.1 321.9 +.4
A 4 321.6 3.2 321.9 322.7 +1.1
4 321.9 5.2 323.5 322.3 +.4
4 325.9 1.2 323.4 326.2 +.3
4 319.5 5.0 321.2 320.2 +.7
4 323.0 .8 320.7 323.9 +.9
4 319.0 50 319.8 318.8 ~.2
4 J18.3 5.0 318.5 317.5 ~. 8
4 320.1 6.9 322.5 319.6 —.5
4 322.8 2.7 3222 323. 5 +.7
4 313.3 10.8 320.1 313.3 0
4 316.6 7.2 319.0 315, 8 -.8
4 316.8 6. 4 319.56 317.1 +.3
4 318. 4 3.0 319.2 319.6 +1.2
4 320.3 5.6 324.6 323.0 +2.7
4 323.4 2.1 324.7 326.6 +3.2
4 318.1 7.2 325.0 321.8 +3.7
4 321.9 2.3 323.8 325.5 +3.6
4 322.2 5.0 327.1 326.1 +3.9
4 324.4 2.3 327.1 328.8 +4.4
4 324.6 3.3 320.6 330.3 +5.7
4 327.8 .9 320.9 333.0 +5.2
4 323.0 4.5 320. 5 320.0 +6.0
4 325.3 2.6 329.8 331.2 +5.9
4 324.1 4.5 329.1 328.6 +4.5

VJan. 15 to May 31, 1966, projections of May 25, 1965. Remaining projections made on May 23, 1966.
* Adjustment to $4 billion cash balance places data on basis comparable to projections shown in col. (2).

Source: Treasury Department.
S. Rept, 57, 90-1—-—2
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The comparison in table 9 demonstrates that Treasury projectiong
were reasonably close to actual results until the middle of calendar
year 1966. As late as July 31, the actual debt subject to limitation
was.only $300 million above the level projected.

On March 15, 1966, the debt subject to limitation was virtually at
its peak for the fiscal year 1966. It, however, was $4.6 billion below
the statutory limitation for that fiscal year, and there was an operating
cash balance on that date of $1.2 billion. Thus, even on this date,
fully $5.8 billion was available for contingencies. This is $2.1 billion
more than H.R. 4573 provides for March 15, 1967.

Action taken by committee as to debt limitation level

The bill passed by the House, H.R. 4573, provided a temporary
debt limitation of $336 billion for the remainder of the fiscal year
1967. Your committee has approved this action except that (for
the reasons given below) it has made this $336 billion a permanent
rather than a temporary limitation.

Your committee has approved the bill passed by the House, H.R,
4573, which provides a temporary debt limitation of $336 billion for
the remainder of the fiscal year 1967.

Your committee is confident that the Treasury Department can
manage efliciently during the remaining portion of the fiscal year
under the ceiling of $336 billion. This ceiling is ““tight,” but never-
theless adequate to allow the flexibility required for efficient man-
agement of the debt.

Table 6 indicates that a limit of $336 Dbillion will not permit the
Treasury Department to maintain an operating cash balance of $4
billion on March 15, While a full $4 billion operating cash balance
is the minimum required for efficient cash management over any ex-
tended period of time, at certain times during the year lower cash
balances are appropriate. These are the times just before significant
tax receipts are expected. March 15 is the date on which end-of-year
tax returns for calendar year corporations are due. Shortly after
this date, therefore, inflows of receipts will increase substantially and
the operating cash balance then can be restored to $4 billion.

If the existing $330 billion limitation is still applicable during the
first half of March, the Secretary of the Treasury has stated that the
Government will have enough to pay only half its anticipated bills.
Any delay in payment of expenses connected with the support of our
forces in Vietnam would be intolerable. Therefore, payments would
have to be deferred for such purposes as the payment of tax refunds,
the salaries of Federal employees, public assistance benefits, and the
bills of Governinent contractors for goods delivered, services rendered,
or construction completed. It might even be necessary to delay the
payment of veterans’ benefits and military retirement pay. While
payments would be delayed, not canceled, such action could cause
personal hardship and would certainly impair this country’s position
in the world financial community.

The preceding discussion makes it abundantly clear that the
Treasury Department will soon be unable to manage the financial
affairs of the Government in a reasonable and orderly fashion unless
the statutory debt limitation is increased to an appropriate level.
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Action taken by committee to make the $336 billion the permanent limi-
tation ‘

Your committee amended the Housebill to provide that the statutory
debt ceiling of $336 billion is to be the f)ermanent, rather than the
temporary, limitation. As a result, it will remain in force indefinitely
and will not expire automatically on June 30, 1967. Thus, the debt
limitation will not revert to the $285 billion permanent debt ceiling
previously provided in the Second Liberty Bond Act alter June 30,
1967, but will remain at $336 billion after that time.

In the opinion of your committee, retention of a permanent debt
ceiling of $285 billion serves no useful purpose. The level of the debt
subject to the limitation has risen so substantially above this figure
that it clearly is no longer possible to reduce the debt to the $285
pillion level within any short period of time. The substitution of the
$336 billion limitation for the $285 billion limitation, as the permanent
limitation, brings the permanent ceiling into line with reality. More-
over, making the $336 billion limitation the permanent, rather than
merely the temporary limitation, should have the effect of removing
the crisis which Congress in the last several years has had to face
every June 30 when the limitation automatically reverted to the
unrealistic $285 billion level. While it is clear that even with this
new permanent limitation the debt limitation will have to be con-
sidered whenever deficits appear likely, nevertheless, the substitu-
tion of the higher figure as the permanent limitation means that
there will no longer be a financial crisis should Congress find it im-
possible to complete its action precisely by June 30 of any year in
question. As a result, your committee believes that the removal of
the unrealistic $285 billion limitation will be an aid to sound financial
management of the debt.

III. APPENDIX

TaBLE I.—Debt limitation under sec. 21 of the Second Liberty Bond Act,
as amended— History of Legislation
Sept. 24, 1917: :

40 Stat. 280, scc. 1, authorized bonds in the amount of_. ! $7, 538, 945, 400
40 Stat. 290, sec. 5, authorized certificates of indebtedness
outstanding revolving authority .. _______________. 2 4, 000, 000, 000
Apr. 4, 1918:
40 Stat. 502, amending secec. 1, increased bond authority
b0 i ciceemem 112, 000, 000, 000
40 Stat. 504, amending sec. 5, increased authority for
certificates outstanding to_ . _ .. _______.__.__._ 2 8, 000, 000, 000
July 9, 1918: 40 Stat. 844, amending sec. 1, increased bond
authority to. o oo e eee -2 120, 000, 000, 000
Mar. 3, 1919:
40 Stat. 1311, amending séc. 5, increased authority for

certificates outstanding to. . _____ e 2 10, 000, 000, 000
40 Stat. 1309, new sec. 18 added, authorizing notes in the
amount of - __ e mmeam 17, 000, 000, 00V

Nov. 23, 1921: 42 Stat. 321. amending sec. 18, increased note

authority outstanding (established revolving authority) to._. 2 7, 500, 000, 000
June 17, 1929: 46 Stat, 19, amending sec. 5, authorized bills

in lieu of certificates of indebtedness; no change in limitation

for the outstanding _ _ _ _ . e 2 10, 000, 000, 000
Mar. 3, 1931: 46 Stat. 1506, amending sec. 1, increased bond

authority to. _ _ . emaian 1 28, 000, 000, 000
Jan. 30, 1934: 48 Stat. 343, amending scc. 18, increased

authority for notes outstanding to._ ... . __._._______ 2 10, 000, 000, 000

See footnotes at end of table, p. 13.
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TABLE I.—Debt limitation under gec. 21 of the Second Liberty Bond Act,
as amended—History of Legislation—Continued

Feb, 4, 1935; :
49 Stat. 20, amending see, 1, limited bonds outstanding
(establishing revolving authority) to. . ... _______.___. % $25, 000, 000, 000
49 Stat. 21, new sec. 21 added, consolidating authority
for certificates and hills (sec. 5) and authority for notes
(sec. 18); same aggregate amount outstanding......__ 2 20, 000, 000, 000
49 Stat. 21, new sec. 22 added, authorizing U.S, savings
bonds within authority of sec. 1.
May 26, 1938: 52 Stat. 447, amending secs. 1 and 21, con-
solidating in sec. 21 authority for bonds, certificates of
indebtedness, Treasury bills, and notes (outstanding bonds-
limited to $30,000,000,000). Same aggregate total out-
standing. e —eo 2 45, 000, 000, 000
July 20, 1939: 53 Stat. 1071, amending see. 31, removed limi-
tation on bonds without changing total authorized out-
standing of bonds, certificates of indebtedness, bills, and ~
NOBES . o e o o e meemmee oo . 2 45, 000, 000, 900
June 25, 1940: 54 Stat. 526, amending see. 21, adding new
paragraph:
““(b) In addition to the amount authorized by the pre-
ceding paragraph of this section, any obligations author-
ized by sees. 5 and 18 of this Act, as amended, not to
exceed in the aggregate $4,000,000,000 outstanding at
any one time, less any retirements made from the special
fund made available under see. 301 of the Revenue
Act of 1940, may be issued under said sections to provide
the Treasury with funds to meet any expenditures made,
after June 30, 1940, for the national defense, or to reim-
burse the general fund of the Treasury therefor. Any
such obligations so issued shall be designated ‘National
Defense Series’ " . e eeas 3 $49, 000, 000, 000
Feb. 19, 1941: 55 Stat. 7, amending sec. 21, limiting face
amount of obligations issued under authority of act out-
standing at any one time to________ ___________________ 2 65, 000, 000, 000
Eliminated separate authority for $4,000,000,000 of
National Defense Secries obligations.
Mar. 28, 1942: 56 Stat. 189, amending sec. 21, increased limi-

tation YO el 2 125, 000, 000, 000
Apr. 11, 1943: 57 Stat. 63, amending sec. 21, increased limi-

tation t0. . . . eceiccceaeca- 2 210, 000, 000, 000
June 9, 1944: 58 Stat. 272, amending see. 21, increased limi-

tation tO. ... _._. e e mememme mmemmmesmeememm—————— 1 260, 000, 000, 000

Apr. 3, 1945: 59 Stat. 47, amending sec. 21 to read: ‘“The

face amount of obligations issued under authority of this

Act, and the face amount of obligations guaranteed as to

principal and interest by the United States (except such

guaranteed obligations as may be held by the Secretary of

the Treasury), shall not exceed in the aggregate $300,000,-

000,000 outstanding at any one time’ . _________________ 1 300, 000, 000, 000
June 26, 1946: 60 Stat. 316, amendinf sec. 21, adding: “The

current redemgtion value of any obligation issued on a dis-

count basis which is redeemable prior to maturity at the

option of the holder thereof shall be considered, for the pur-

poses of this section, to be the face amount of such obliga-

tion,” and decreasing limitation to. . _._._ ... . _.._.___ 1 275, 000, 000, 000
Aug. 28, 1954: 68 Stat. 895, amending sec. 21, effective Aug.

28, 1954, and ending June 30, 1955, temporarily increasing

limitation by $6,000,000,000 to_ __ . . o ocooa--. 3 281, 000, 000, 000
June 30, 1955: 69 Stat. 241, amending Aug. 28, 1954, act by :

extending until June 30, 1956, increase in limitation to. ... ? 281, 000, 000, 000

See footnotes at end of table, p. 13,
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asLE I.—Debt limitation under sec. 21 of the Sccond Liberty Bond Act,

as amendcd—IHistory of Legislation—Continued

July 9, 1956: 70 Stat. 519, amending act of Aug. 28, 1954,
temporarily increasing limitation by $3,000,000,000 for
period beginning July 1, 1956, and ending June 30, 1957

13

T 1 $278, 000, 000, 000

Effective July 1, 1957, temporary increase terminates and

limitation reverts, under act of June 26, 1946, to_____ 1275, OOO,'OOO, 000

Feb. 20, 1958: 72 Stat. 27, amending sec. 21, effective Feb. 26,
1958, and ending June 30, 1959, temporarily increasing

limitation by $5,000,000,000. - . _ oo ._.. 1 280, 000, 000, 000

Sept. 2, 1958: 72 Stat. 1758, amending sec. 21, increasing
limitation to $283,000,000,000, which, with temporary

increase of Feb. 26, 1958, makes limitation..._._____.__..__ 1 288, 000, 000, 000

June 30, 1959: 73 Stat. 156, amending sec, 21, effective June
30, 1959, increasing limitation to $285,000,000,000, which,
with temporary increase of Feh. 26, 1958, imnakes limitation

on June 30, 1959_ _ e 2 290, 000, 000; 000

Amending. sec. 21, temporarily increasing limitation by
$10,000,000,000 for period beginning July 1, 1959, and
ending June 30, 1960, which makes limitation begin-

ning July 1, 1969 oL 1 295, 000, 000, 000

June 30, 1960: 74 Stat. 290, amending sec. 21 for period
beginning on July 1, 1960, and ending June 30, 1961

temporarily increasing limitation by $8,000,000,000-,_-_-.' 2 293, 000, 000, 000

June 30, 1961; 75 Stat. 148, amending sec. 21, for period
beginning on July 1, 1961, and ending June 30, 1962,

temporarily increasing limitation by $13,000,000,000 to.__._? $298, 000,000,000

Mar. 13, 1962: 76 Stat. 23, amending sec. 21, for period
beginning on Mar. 13, 1962, and ending June 30, 1962, tem-

porarily further increasing limitation by $2,000,000,000... 2300, 000, 000, 000

July 1, 1962: 76 Stat. 124 as amended by 77 Stat. 50, amend-
ing see. 21, for period-—

1. Beginning July 1, 1962, and ending Mar. 31, 1963_..._ 2 308,000,000, 000
2. Beginning Apr. 1, 1963, and ending June 24, 1963_..__ * 305,000,000,000
3. Beginning June 25, 1963, and ending June 30, 1963._. ? 300,000,000,000

May 29, 1963: 77 Stat. 50, amending sec. 21, for period—

1. Beginning May 29, 1963, and ending June 30, 1963._ 307, 000, 000; 000
2. Beginning July 1, 1963, and ending Aug. 31, 1963.___ 2 309, 000, 000, 000

Aug. 27, 1963: 77 Stat. 131, amending sec. 21, for the period

beginning on Sept. 1, 1963, and ending Nov. 30, 1963..._.. 2 309,000,000,000

Nov. 26, 1963: 77 Stat. 342, amending sec. 21, for the period—

1. Beginning on Deec. 1, 1963 and ending June 29, 1964.__ 2 315, 000,000,000
2, Of June 30, 1964 . __ . leea_ - 2 309,000, 000,000

Junc 29, 1964: 78 Stat. 225, amending se¢. 21, for the period
beginning June 29, 1964 and ending June 30, 1965 tem-

porarily increaging the debt limit to_ ... _____ . ___._.__._ 1 324,000,000,000

June 24, 1965: 79 Stat. 172, amending sec. 21, for the period
beginning July 1, 1965 and ending on June 30, 1966 tem-

. porarily increasing the debt limit to_..________.._.____.__ 2 328,000,000,000

"June 24, 1966: 80 Stat. 221, amending seec. 21, for the period
beginning July 1, 1966, and ending on June 30, 1967 tem-

porarily increasing the debt limit to_._______________._.._ 2 330,000,000,000

1 Limitation on issue.
1 Limitation on outstanding.
1 Limitation on issues less retirement,
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TaBLE IL.—Summary of public debl and guaranteed debl oulslanding Jan. 31, 1967

PUBLIC DEBT LIMIT

{On the bhasis of daily Treasury statements)

Jan. 31, 1967
Title -
Average in- Amount
terest rate ! outstanding
Public debt:
Interest-bearing debt:
I'ublic issues—inarketable: Percend
‘Treasury bills (regular series) ... oo ..o ... 15,437 | $58,163, 528, 000.00
Treasury bills {(tax antieipation serfes). ... ... 25,701 7,323, 701, 600, (0
Certificates of indebtedness (regular series). ... ... ... 5. 260 5,019, 382, 000, (0
Treasury NOtes . . i eeeeeo. 4. 584 48, 276, 015, 000. 00
Treasury bonds. . ..o e 3. 667 99, 113, 861, 550, 60
Total public issues—marketable. ... ... ... 4.442 | 218, 796, 487, 550. 00
Public issues—nonmarketable:
Certificates of indebtedness:
Foreign serfes. . ... . iiiiiiiiciann. 4,883 75, 000, 000, 00
Foreign currency series. .. . ... 5. 256 3445, 395,721, (4
Treasury notes;
Forelgnseries. . ..o 4. 549 209, 021, 459, 52
Foreign currency serfes. .o ..o 4.990 € 383, 921, 590.3¢
Treasury bonds:
Foreign series. ... . .o 4.250 143, 020, 534,25
Foreign currency series...._...._............ .- 4. 083 8 30, 224, 670. 06
Treasury certifleates... ... ... I 4.206 65, 455, 345,17
Creasury bonds. . ..o oo N [
U.S. savingshonds. .. ...« oo ... - 3. 765 50, 803, 956, 787, (2
U.S. reticement plan honds..._________..___.__.__. . 3,839 20, 344, 003, 40
l)eposltariv) bonds. ..ol . 2. 000 45, 253, 000, 00
‘T'rensury bonds—REA serfes. ... ... ... . 2. 000 23, 449, G0, (0
Treasury bonds, investient series. ... .o 2,750 2, 651, 117, 000. 00
Total public issues—nonmarketable. ... ... .. . 3. 741 54, 892, 115,110, 50
Total publieissues. L 4,301 | 273, 6S%, 602, 660. §0
Special {ssutes: Percent
Civil service retirement fund. . ________________.. 3.673 | 815,219, 122,000,00
Exchange stabilization fund. ... _____________ 4.618 1, 202, 590, 870. 67
Federal Deposit [nsurance Corporation.... . ... 2. 000 51, 749, 000, 0
Federal disability insurance trust fund._.......__. 3.733 1,074, 927, C00. 00
Federal home loan banks_ .. _________ .. .. ... 4, 600 1, 170, 000, 000. 60
Federal hospita! fnsurance trust fund .. ._.._______._. 4. 849 769, 543, 000, (4
Federal old-nge and survivors insurance trust fund. ... 3. 567 14, 237, 267, 0C0. 00
Federual Savings and Loan Insurance Corporation......._. 2. 000 56, 244, 000. 00
Federal supplementary medical insurance trust fund. ... 4,763 478, 145, 000. 00
Foreign service retirement fund. ___________________._____. 3. 97 41, 332, 600. 00
Government life insurance fund.. ... _.___________.. - 3.619 818, 637, 000.00
Highway trust fund. ..o ... - 4,375 38, 427, 000. 00
Nationa) service life insurance fund ... _...._.__.._. . 3. 383 5, 722, 705, 000, 00
Raiiroad retirement account._______ ... __.. -- 4. 139 2, 740, 382, 000.00
Raliroad retircinent holding account_ ... ___________. . 4.974 622, 000. 00
Railroad retiroment supplemental account...__.____. . 4. 976 2,778, 000. 00
Unemployment trust fund......_______.____ ... ... .- 3. 905 7, 408, 881, 000. 00
Veterans' special terin insurance fund. ... ... ... - 3. 625 181, 215, (00, 00
Veterans’ reopened insurance fund ... ... . . . ... 4,955 37, 763, 0C0. 00
Total special iSSU€S.. oo oo iaaa o 51, 252, 329, 879.67
Total interest-bearing debt 324, 040, 932, M40.47
Matured debt on which Interest has_ceased. .. 242, 658,620.47
Debt bearing no interest:
International Monetary Fund. ... ... 3, 343, 000, 000.(0
International Development Association. . ... _ . .. ___. 5, 000, 000, (0
Inter-American Development Bank e eeaaen
U.N. Special Fund.____._________._____ 17,398, 523.00
U.N.JFAO world food program. ... i e eeceeee
OLHET . . e e e e ——————— 320, 214, 962.05
Total grdss publie debt e 328, 869, 204, §45.9

See footnotes at ¢nd of table, p. 15,
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TaBLE IL.—Summary of public debt and guaranteed debt outstanding Jan. 31, 196 7—
Continued

{On the basis of dajly Treasury statements)

Jan. 31, 1967
Title
Average in- Amount
terest rate ! outstanding
Public debt—Continued
Guaranteed debt of U.8, Government agencies:
Interest-bearing debt - ... 3.732 500, 567, 650. 00
Matured debt on which interest hasceased. ... ... ... ..l ... ... 450, 350. 00
Total guaranteed debt of U.S, Government agencies.........|. . ......._... 501, 018, 000. 00
Taotal gross public debt and guaranteeddebt. ... ... ... .| ... ... .. 329, 370, 222, 845. 99
Deduct debt not subject to statutory limitation. ... ... . ] .. .. . 266, 193, 617, 28
Total debt subject to limitation .. |l 329, 104, 024, 228, 71

1 Beginning with the statement for Dec. 31, 1958, the computed average interest rate on the public debt
is based upon the rate of effective yleld for issues sold at premiums or discounts. Prior to Dec. 31, 1958,
the computed average rate was based upon the coupon rates of the securities, This rate did not materially
difler from the rate computed on the basis of effective yield. The Treasury, however, announced on Nov.
18, 1058, that there may be more frequent issues of securities sold with premiums or discounts whenever
appropriate, This “eflective yield” method of computing the average interest rate on the public debt
will more accurately reflect the interest cost to the Treasury, and is felt to be in accord with the intent of
Congress where legislation has required the use of such rate for various purposes.

*Computed on true discount basis,

1 Dollar equivalent of certificates issued and payable in the amount of 1,000,000,000 Deutsche marks,
735,000,000 Swiss francs, and 650,000,000 Austrian schillings,

tDollar equivalent of Treasury notes issued and Payable in the amount of 577,000,000 Swiss [rancs,
40,000,000 Deutsche marks, 650,000,000 Austrian schillings, and 78,000,000,000 Ttalian lire.

$ Dollar equivalent of Treasury bonds issued and pai-ah]e in the amount of 1,500,600,000 Belgian franes.

tStatutory debt limit, established at $285 billion by the act approved June 30, 1959, has been temporarily
increased to £330 billion through June 30, 1967.
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TasLE III.—Public debt at end of fiscal years 1900-68 1
{In miliions of dollars)

Publie P
Fiscal year debt at Fiscal year de‘{,‘i‘f,‘i
end of
year?

=RgeaNg
LSREIIND

147

1 Source: Table 15, “Administrative budget totals and public debt 1789-1968,”’ p. 452, ‘‘The Budget of
the United States Government—Fiscal Year Ending June 30, 1968"" (H. Doc. No. 15, pt. 1, 90th Cong,,

1st sess.).
2 [ncludes Government enterprise debt guaranteed by the U.S, Treasury.

! Estlmated. IV. CHANGES IN EXISTING LAW

In compliance with subsection (4) of rule XXIX of the Standing
Rules of the Senate, changes in existing law made by the bill, as
reported, are shown as follows (existing law proposed to be omitted
is enclosed in black brackets, new matter is printed in italic, existing
law in which no change is proposed is shown in roman):

SEconND LiIBERTY BoND AcT
* * * * * * *

Sec. 21. The face amount of obligations issued under authority of
this Act, and the face amount of obligations guaranteed as to prin-
cipal and interest b{ the United States (except such guaranteed obli-
gations as may be held by the Secretary of the Treasury), shall not
exceed in the aggregate [$285,000,000,0003 $336,000,000,000 out-
standing at any one time. The current redemption value of any
obligation issued on a discount basis which is redeemable prior to
maturity at the option of the holder thereof shall be considered, for
the purposes of this section, to be the face amount of such ebligation.

* * * * * * *

o



