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COMPONENTS OF THE NATIONAL DEBT

Avausr 4, 1964.—Ordered to be printed

Mr. Bygrp of Virginia, from the Committee on Finance, submitted
the following

REPORT

[To accompany S, 2281)

The Committee on Finance, to whom was referred the bill (S, 2281)
to clarifly the components of, and to assist in the management of, the
national debt and the tax structure, having considered the same,
report favorably thereon with an amendment, and recommend that the
bill as amended do pass.

SUMMARY OF BILL

This bill would require the Secretary of the 'Treasury to submit
annually to the Congress a brief report setting forth the amounts of the
contingent liabilities of the Federal Government, including those of
agencies and instrumentalities of the Government,

.

GENERAL STATEMENT

In the past, it has been the practice of the Federal Government to
detormine its financial requirements on an annual basis. This bill
does not depart from this practice. However, an annual system of
budgeting does not present a complote picture of the financial con-
dition of the United States because it falls to depict numerous cate-
gories of Federal obligations and commitments which are subject to
contingencies,

Moreover, by present methods, U.S, liability under many of its
insurnnce and guaranteo programs is difficult to measure and analyze.
T'hig is beeause suflicient information regarding these programs eithor
is not available at all, or if it is available, it is xmulequntel{ presented.

[n many cases information with respect to contingent liabilities of
specific governmental programs now is available only in reports of
specific agencies or corporations, However, these data frequently
lose much of their usefulness because they are not combined with simi-
lar data with respect to other programs. Thus, although part of this
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information may now be available it is not published in one place or
on a uniform basis, and does not facilitate understanding of the cur-
rent financial condition of the United States.

Your committee believes that it is desirable to make available in a
single, concise report, pertinent information with respect to the cur-
rent status of the contingent liabilities of the Federal Government, in-
cluding its long-range obligations and commitinents. Indeed, the
committee recognizes a responsibility to make available in such a
report—as clenr and complete as.possible-—the overall financial con-
dition of our Government. Such a report, consolidating information
now available only in part in many diverse reports with information
which is not now available at all, will enable the Congress to have a
better understanding of the current fiscal needs of the Federal Govern-
ment, o
For this reason, the committee has approved, and recommends
enactment of & bill requiring the Secretary of the Treasury to submit
to the Congress, by March 31, of each year, a report- showing the
amount (both on an aggregate and on an individual basis) of the
contingent liabilities of the Ifederal Government, determined as of
December 31 of each year, commencing with 1064.

The contingent liabilities referred to by the bill include (1) liability
of the Government under its various trust funds, such as the old age
and survivors insurance trust fund and the highway trust fund; (2)
liabilities of Government-sponsored corporations (for example, the
Jommodity Credit Corporation); (3) indireet liabilitios of the Ifederal
Government not included as part of the public debt, such as Federal
Housing Administration debentures; and (4) liabilities of Federal in-
surance and annuity programs, ‘

Under the bill, data with respect to these insurance and annuity pro-
grams (which include the civil service retirement system, veterans’
pension, and war risk insurance programs) is to include information
regarding their actuarinl status on both a balance-sheot basis and a
projected source-and-application-of-funds basis,

Whore appropriate, the report is also to indicate the collateral
pledged, or d)b assets available, as security for the specified liabilities,
and an analysis of their significance in terms of past experience and
yrobable risks,  Thus, for example, in the case of federally insured
10mo mortgages the assets available on foreclosures may, in favorable
sircumstances, offset the potential Federal liability,

In order to provide flexibility and to present data included in the
report from bheing misconstrued or misleading, the bill provides that
tho Secrotary of the I'réasury may set forth such explanatory matorial
as he determines to be necessary or desirable, Under this provision,
if he believes particular data are likely to lead to improper conclusions
he may qualifly that data sufliciently to negate such conclusions,

Although the Bureau of the Budget does not favor the bill, in its
report to the committee (dated December 12, 1902), it indicated its
agreement with the objectives of the bill, as foliows: '

Wo agree with the objective of S, 2281 that the Congress
and its committees should have available whatever informa-
tion they need with respoct to the financial status of the
Government. In accordance with this objective, the Treas-
ury Department has been preparing, semiannually, for a
number of years, a statement on long-range commitments
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and contingencies of tho U.S. Government.! The Bureau
of the Budgot has on oceasion worked informally with ‘T'roas-
ury stafl on this matter, and consideration has been given
to possible oxtensions and refinements of the data. 1
believe that more can be done in this respect and, togother
with thoe Treasury Department, we shall work with the
responsible Government agencies to this end.

If, in addition, your committee or any other committee of
the Congress would like to have particular tabulations, such
as those desceribed in S. 2281, we believe it would be appre-
printe to ask the Treasury Deaprtment to supply them
when needed. However, we believe the nature of such
tabulations should be left flexible, to be determined from
time to time, rather than being fixed in a statute.

Tt is the opinion of the Committee on Finance, as already indicated,
that the bill, as reported, preserves the flexibility of tabulations urged
in the departmental report.

Morcover, the committee fully recognizes the desirability of refining
data now heing compiled in order to make it more meaningful and
useful, and the bill as reported permits this. By drawing together
tabulations regarding contingent liabilities of various departments,
agencies, and Government-sponsored corporations, no doubt the
Treasury Department will find new ways by which statistical refine-
ments can be made, and tabulating methods improved. This ean
only serve to increase the quality of the report 1equired by the bill.

The 1eport will fill & need which has been felt by the Congress for
many years,

- APPENDIX

" The following data prepared by the Treasury Department indicates
for the items included thevein the type of information which would bhe
presented on a Government-wide basis in the reports ealled {or by the
bill. I'his data was compiled as of December 31, 1962, ana is the last
such report the Treasury has issued except in response to a special
request made at the June 23, 1964, hearing hefore the Committee on
Finance on LR, 11375, relating to a temporary increase in the public
debt, The preliminary information submitted by the Treasury
Department in response to this speeial request (which appears on
pp. 44-46 of the printed hearings) employs statistical and tabulation
methods different from those previously used by the Treasury Depart-
ment and these new methods may replace the eavlier procedures,

LONG-RANGE COMMITMENTS AND CONTINGENCIES OF 7THE
U.8. GOVERNMENT, AS OIF DECEMBER 31, 1962}

The attached statomont covers the major financial com-
mitments of the U.S. Government, except the public debt
outstanding and those involving recurring costs for which
funds are regularly appropriated by the Congress and are
not yet obligated, such as aid to States for welfare programs
and participation in employee retivement systems. The
statement is sogregated into four categories; namely ()

t FFor statement prepared as of Dee, 31, 1962, see appendix to this report,
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loans guaranteed and insured, etc., by Government agencies;
(b) insurance in force; (¢) obligations issued on credit of the
United States; and (d) undisbursed commitments, ete.

The items appearing in this statement are quite different
from the direct debt of the United States. They are pro-
grams of a long-range nature that may or may not commit
the Government to expend funds at a future time. The
extent to which the Government may be called upon to meet
these commitments varies widely. The liability of the Gov-
ernment and the ultimate disbursements to be made are of
a contingent nature and are dependent upon a variety of
factors, including the nature of and value of the assets held
as a reserve against the commitments, the trend of prices and
employment, and other economic factors.

aution should be exercised in any attempt to combine the
amounts in the statement with the public debt outstanding
for that would involve not only duplication but would be
combining things which are quite dissimilar. As indicated
by the enclosed statement, there are $118.1 billion of public
debt sccuritics held by Government and other agencies as
vart of the assets that would be available to meet future
{osses.' The following examples illustrate the need for ex-
treme caution in using data on the contingencies and other
commitments of the U.S. Government.

1. The Federal Deposit Insurance Corporation had insur-
ance oulstanding as of December 28, 1962, estimated to be
$179.1 billion, The experience of the Federal Deposit Insur-
ance Corporation has been most favorable. During the
period this Corporation has been in existence, premiums and
other income havo substantially exceeded losses which has
permitted the retivement of Treasury and FFederal Resorve
capital amounting to $289.3 million (all repaid to Treasury),
and the accumulation of $2.5 billion reserve as of December
31, 1962. 'The Corporation’s holdings of public debt securi-
ties as of that date amounted to $2.6 bilfio_n which already
appears in the public debt total, Out of $335.9 billion of
assots in insured banks as of December 28, 1962, $70.6
billion are in public debt securities (also reflected in the
yublic debt). "The assets, both of insured banks and the
.]l“edoml Deposit. Insurance Corporation, as well as the con-
tinued income of the Corporation from assessments and other
sources, stand between insured deposits and the Govern-
ment’s obligation to redeem them. \ .

2. The face value of life insurance policies issued to
veterans and in force as of December 31, 1962, amounted to
$39.8 billion. This does not represent the Government’s
potential liabilities under these programs since some of these
policies will probably be permitted to lapse and future
premiums, interest, and the invested reserves amounting to
$6.9 billion of ‘publi¢ debt securities should cover the normal
mortality risk. S ‘

3. Under the Federal Reserve Act of 1913, as amended,
Federal Reserve notes are obligations of the United States
which, as of December 31, 1962, amounted to $29.4 billion,
The full faith and credit of the United States is behind the
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Federal Reserve currency.

These notes are a first lien

against the $63.9 billion of assets of the issuing Ifederal
Reserve banks which includes $30.8 billion of Government

securities already included in the public debt.

These noles

are specifically secured by collateral deposited with the
Iederal Reserve agents which, as of December 31, 1962,
amounted to $25.2 billion in Government securities and

$7.6 billion in gold certificates.

Long-range commilments and contingencies of the U.S. Government, as of

Dec. 31, 1962

{In milllons of dollars]

(iross Public debt
antount securftics
Commitment or contingeney and agency o held by
commitment | Government
or and other
contingency ngencles
Loans guaranteod, insured, cte., by QGovernment agencles:
Agrleulture Department:
Commodity Credit Corporation. ... ... . ... (O T PO
Farmers' tlome Administration: Agricultural credit
fnsuranco fund. ..o oo 305 ol
Comnmerce Dopartment: :
Oflice of the Secretary: Alrcraft loan guarantees....... L 7 D
Maritime Administratlon; IFederal ship mortgago in-
surance revolving fund.. ... 2435 ]
Export-linport Bank of Washington.. 3652 |l
Housing and Howme Finance Ageney:
IFederal Housing Administration:
Property improvement lonns. ... oo 1308 104
Morufm;o JOANS. oot ee et aaeaean 3y, 508 Hsy
Oftice of tho Admiunistrator: Urban renewal fund...... 603 |
Public Housing Administration; 3
Loenl housing authority honds and notes (connnit-
monts covered by annual contributions). ........ 3,260 | . ...
Local housing authorlty temporary notes.......... [T
Interfor Dopactment: Burean of Commercial Fisheries:
1*odoral ship mortgago insurance fund, fishing vessels. ... | B P
Interstate Commorce Comndsston ..o oo oo iiiiian Mo |
Small Business Administration: Revolving fund........... 2
Preasury Departmonts
Reconstructlfn Finance Corporation lguidation fund. on
Federal Civil Defense Act of 1950, ag nmended......... L2 U U
Veterans' Admindstration. ... o oo LR TV RE S S
Defenso Production Act of 1050, ns amended - ... oy

Total loans goaranteed, insured, ete., by Government
AEOMCIOS - o e e e et

Ingurance and guarantees in force:
Ageney for International Development: Industrinl guar-
BC0S . e vaeeeunacaecnencanesararnamaasaeacmccsnnamnmonnnn
A;:lrlculturo Departmont: Federnl Crop Insurance Corporn-
tion..uen... N ememacacmessesamemenemcccsemnmenNus e
Commeres Department: Mar{time Administration: War
risk fnsuranco rovolving fundaee e v inrmrcnai e
Export-Import Bank of Washington:
War risk and expropriation fnsurance....oooooiiceoanan
Insuranco on exports jssued through Forelgn Credit
Ingurance Assoclatlon. .. occenarvrccnrnmemoncacacnna-
Tederal Deposit Insurance Corporation...ccveverearncean.
Held by insured commerefal and mutunl savings banks.
I'ederal flome Loon HBank Board: Federal Savings and
Loan Insurance (30rporM\ou....
Held by Insured Institutions..........
U.9, Information Agency: Informational m
Veterang' Admingstration;
Natlonal servico Hc INBUrANCO . e ceecmrmenaniaannenn.
U.8. QGovernment life insurance. -

Seo footnotes at end of table, p. 7.

L4 1 I DN
LR TR
39 3
2
474
10170, 088 2,608
.............. 70, 606
10 77,340 (H1
5,302
38, 500 b, 81
1, 262 1,002
208, 078

80,010
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Long-range conumitments and contingencies of the U.S. Government, as of
Dee, 31, 1982—Continucd

[In millions of dollars)

(iross Publlec debt
amount gecuritics
Conraitment or contingency end agoncy of held by
commitment | Government
or and other
contingency agoncles
Loans [iunmnt::cd, insured—Contimied
Obligations issued on the faith of the United States:
Postal savings certiflcates:
1.8, Postal Savings System . ..o oocuaooiao 1 531 550
Canal Zone Postal Savings System.._..........._. "4 4
Total postal savings certificates. .. ... 535 560
Other obligations: Federal Reserve notes (fuco amount) ... 29,378 12 30, 820

Undisbursed commitmonts, eto.:
To make future loans;
Agency for International Doevelopment;
Developmont Joans. .o ciccaaanaan

Alliance for I'rogress, development losns....... :

Developinent lonn fund liquidation account. ..
Loans to U.8, firms and domestic or foreign
COUNETICS. ¢ e e e macerammana
Other U,8. dollar and foreign currency loans... ...
Agriculture Department:
Commodfty Credit Corporatlon.. ..o ..oo..ooo..
Farmers' Home Administration:
Agricultural credit insurance fund._ ... ..
Direet loan aecount. ... ..
Fmergeney credit revolving tand__.
Rural hovsing and other loans...___
Rural Electrification Admindstration_ . ... .___..
Export-Import Bank of Washington: Regular lending
ReUVIeS . o e e dcmeaaa-
Housing and Jlome Finance Agency:
Ofice of the Adminlistrator:
Collego horrsing Joans. oo ooeoicaaaanan.
Public facility loans. . ..
Urban venewal fand.........
Hosing for the elderly. .........
Public Housing Administration_ . . __. wemmamaann
Interior Departinent:
Bl‘Ir(‘n;l of Commercial Fisherles: Fishorles loan
171 14 S SN
Defense  Minerals  Exploration  Adwministration:
Dofenso Production Act of 105, ag nmended......
Small Business Administration (rovolving fund).......
Veterang'  Adminiatration  (voterans' direct loan
PIOEUAI) C oo ccmcmccvmcacacccmacanaaans

'l‘(l)lul undisbursed commitments to make futuro
oans

To purchase mortgages:
lIouslnf: and Home Finance Agency:
Federal National Mortgago Associntion:
-Secondary market operations. ... . ...
Speelal assistance fmetlons. ..o conaiaiooo

Total commitments to purchase mortgages. .

To gnavantee and {nsuroe loans:
Agriculture Department: Fariners' ITomo Adminfs-
_tration: Agriealtural eredft insuranco find............
Commerce Department: Maritimo Administration:
Federal ship morl%ngo fnsurance revolving funa.. ..
Housing and ITome Finance Agency: Fedoral ITcusing
Administration...ccoooono.. mecmrananaare wememem—an
Defense Production Aot of 1050, ns amonded

M
U]

355

13
39
0,132
22

T'otal commitments to guarantee nnd insure loans.. ..
To pwmehnse investment cnm,muy dohentures; Small
Business Administration (revolvingfund). . ...

6,200
37

See footnotes st end of table, p. 7.
V]



COMPONENTS OF THE NATIONAL DERBT

Long-range commitments and contingencies of the U.S. Government, as of
Dec. 81, 1962—Continued

{In milMons of dollars)

(iross Publie debt
amount securities
Commitment or contingency and ngency [ held by
commitment | Government
or und other

contingency agencles

Loans guaranteed, insured—Continued
Unpaid subseriptions, eto.:
Interuational Bank for Reconstruction and Develop-

T T 1 USRI 5,716 ...
Inter-Amerlcan Development Bank.._ ... AN
International Devolopment Association 123

T'otal unpald subsecriptions,ete. ... oo . 6,038 | oo

NotE.~—The ahove flgures are subject to the limitations and precautionary remarks, as
explained in the foreward to this statement,

I Guaranteed loans and certificates of interest, amounting to $1,113,000,000 as of Dee. 31, 1962,
are included in the Corporation’s balance sheet with the direct loans.

3 Includes ncerued interest,

3 Includes political risk export guarantees amounting to $333,000,000,

1 Represents Administration’s portion of insurance linbility.  Fstimated amount of insur-
ance in force and loan reports in process as of Dee. 31, 1062, is $1,502,000,000,  Loan insurance
shall not exceed 10 percont of such loans.

8 The tull faith and credit of the United States is pledied to the payment of all amounts
agreed to be patd as per see. 302 of Public Law 87-70 approved June 30, 1061,

¢ Represents deferred participations.

1 Less than $500,000,

¢ Represents the Veterans' Administration portion of insurance Hability. ‘I'he total amount
of loans in the hands of private lenders isesthmmated at $20,754,000,000,

9 Represonts estimated ipsurance coverage for tho 1962 crop year,

10 Kstimated insurance liability,

1 Excludes acerued interest.

12 Includes public debt securlties amonnting to $25,179,000,000 that have been deposited by
the Federal Reserve bank system with the Federal Reserve agentsas specifle collateral,

O



