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COMPONENTS OF THE NATIONAL DEBT

AUGUST 4, 1964.-Ordered to be printed

'IMr. IBYRD 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 clarify 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 ameIndlment, and recommend that the
bill sasmended do pass.

SUMMARY OF BILL

''ils 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 aind instrumentalities of the Government.

GENERAL STATEMENT

In the past, it has been the practice of the Federal Governmenl t to
detorlnine its financial requirements on anl annual basis. This bill
loes not, depart from tlis practice. However, an annual system of
budgeting does not present a complete picture of the financial con-
dition of the United States because it fails to depict numerous cate-.
gories of Federal obligations and commitments which are subject to
con tingencies.

Moreover, by present mlethods(I, U.S. liability unIder many of its
insurance and guarantee programs is difficult to measure and analyze.
Illhis is because sufficient information regarding these programs either
is not available at all, or if it is available, it is lnadequlately presented.

I1n many cases information with respect to contingent liabilities of
specific governmental program now is available onlly in reports of
specific agencies or corporations. However, these ata frequently
lose much of tleir usefulness because they aro not combined with simi-
lar data with respect to other programs. Thus, although part of tlis
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information may now be available it. is not published in one place or
on a Iuniforil 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, plertinenlt information with respect to the cur-
rent, status of the contingent liabilities of the Federal Government, in-
cluding its long-range obligations anld commitments. Indeed, tlie
committee recognizes a responsibility to make available in such a

report--as clear and complete as.possible--thi overall financial con-
dition of our Government. Such a report, consolidating information
now available only in pIart 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 thei Federal Govern-
nment.

For this reason, the committee hnas approved, and recommeI(nds
enactment of R bill requiring tihe Secretary of the Treasury to submit
to tile Congress, by March 31, of each year, a report showing the
amount (both on an aggregate and onl an1 individual basis) of tle
continental liabilities of the Federal Government, determined as of
December 31 of each year, commencing with 1964.

rTlei contingent liabilities referred to by tlie bill include (1) liability
of tlhe Government under its various trust funds, such as tlie old age
and survivors insurance trust fund and the highway trust, fund; (2)
liabilities of Government-sponsored corporations (for example, tle
Commodity Credit Corporation); (3) indirect liabilities of the Federal
Government not included as pIart of tlhe public deblt, such as Federmal
Housing Administration debentures; and (4) liabilities of Federal in-
suranceanIanf nuity programs.

tUnlder tle bill, (lata with respect to these insurance and annuity pro-
grams (which include the civil service retilremen1t system, veterans'
peosiosn, and warl risk insurance programs) is to incll1ud information
regarding their actluarial status on both a b1alance-sheot basis and at
projected sourco-and-applliicattion-of-fi(undsl basis.
Where appropriate, the report is also to indicate the collateral

pledged, or tlhe assets available, as security for tlie specified liabilities,
and lan analysis of their significance in terms of past experience andl
probable risks. 'hus, for example, in the case of federally insured
homeo mortgages tile assets available on foreclosures may, in fLavorable
circumstances, ofl'sot tile potential Federal liability.

Ill order to p)iovidl flexibility and to present data. included in the
report from being mlisconstrueld or misleading, the bill provides that
tleo Secretary of the lreaslury may set forth such explanatory material
as le dletermlines to be necessaryo'r 1desiralle. Under this provision,
if lie believes particular data are likely to lead to improper conclusions
lie may qualify that data sufficiently to negate such conclusions.

Although the Bureau of the Budget does not favor tile bill, in its
report to the committee (dated December 12 190?), it indicated its
agreement witlI tlh objectives of the bill, as follows:

We agree witl thle objective of S, 2281 that tle Congress
and its committees should have available wlhtever informla-
tion they need witl respect to tlhe financial status of tile
Government. IT accordance with this objective, the Treas-
ury Department has1 been preparing, semliamnually, for a
number of years, a statement on long-range commitments
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mnd contingencies of tihe U.S. Government.' 'The Bureau
of thle Budget 1hLs on occasion worked informally with Treas-
ury staff on this matter, and consideration luas been given
to possible extensions and refinements of tleo Ldta. I
believe that more cLa be done in this respect and, together
with tile Treasury Depalrtment, 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 described in S. 2281, we believe it would be appro-
priate to atsk the Treasury Doaprtment to supply them
when needed. However, we believe the nature of such
tabulations should be left flexible, to be determiniedi from
time to time, rather than being fixed in a statute.

lt, is the opinion of tihe C(ommittee on Finance, as already indicated,
that the bill, as reported, preserves the flexibility of tabulations urged
ill t he departmental report.

lMoreover, the committee fully recognizes the desirability of refining
(latii now being compiled in order to make it more meaningful and
useful, and the bill an reported permits this. By drawing together
tabulations regarding contingent liabilities of various departments,
Igenllcies, a1nd Government-sponsored corporations, no doubt the
'l'reasury Dcepartmenlt will find new ways by which statistical refine-
ments (1can be made, and tabulating methods improved. This can

only serve to increase tile quality of the report loequircd by the bill.
The ceportl will fill a need which has been felt by the Congress for

Many years.
A P1PENNI)IX

'Tli'h following datat prepared by tle Treasmuy Depl)rtlment indicate es
foI the items included therein the type of information wliicll w'ouldl be
j)prselnted ol a GoverC nment-wide basis in the reIpolts called for by tlhe
1ill. T''is datal was compiled as of Decmberl 31, 1962, andl is the last
sul.ch report the Treasury lias issued except in response to a Sl)eCiil
request madIe at the June 23, 1964, hearing before the C'ommlittee on
Finance on .I-.R. 11375, relating to a temporary increase in tlie public
(de1)t. Tle preliminary information submitted by the Treas'rylel)ar'tmrent in response to this sl)p('ial request (wlich appears on
pp. 44-46 of tile printed hearings) employs statistical and tabulation
mlethlods different from those previously used by thle T'reasuryDeIl)prt-
mient aindR these now m-ethods may replace ,the earlier lrocedlures.

IONG-RIANGE COMMITMEN'TS AND CON'IINI ENCIES OF ''TH
U.S. GOVERNMNENT, AS OF )ECEiMEIt 31, 1962)

1lThe1 attached statement covers tlho major financial comll-
mitmenots of tlh U.S. Government, except tleo public debt
outstanding anmd those involving recurring costs for which
funds are regularly appropriated by tlhe Congress and are
not yet, obligated, such as aid to States for welfare programs
1and participation in employee retirement systems. The
statement is segregated into four categories; namely (a)

I For statomeont prepared as of Dec. 31, 1962, see apondllx to this report.
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loans guaranteed and insured, etc., by Government agencies;
(b) insurance in force; (c) obligations issued on credit of the
United States; and (d) undisbursed commitments, etc.
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 maLy not commit
thle Government to expen fus tfust future time. rlle
extent to which tlhe Government may be called upon to meet
these commitments varies widely. Tlle liability of the Gov-
erninent 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, tlie trend of prices and
employment, and other economic factors.

Caution 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 bo
combining things which are quite dissimilar. As indicated
by the enclosed statement, there are $118.1 billion of public
debt securities leold by Government and other agencies as
part of the assets that would bo available to meet futurelosses.' The following examples illustrate the need for ex-
treme caution in using data on the contingencies and1 other
commitments of the U.S. Government.

1. The Federal )Deposit Insurance Corporationhlad iisum-
ance outstanding as of Decmber 28, 1962, estimated to Ibe
$179.1 billion. The experience of the Federal D)eposit Ilnsur-
alclce (Colporration has been most favorable. During the
period this Corporation has been in existence, 'premiums an(l
other income havo substantially exceeded losses wh]ichl llas
peIrllitte(l the retirement of Treaslllry and Fceeral Reserve
capital amounting to $289.3 million (all repaid to 1'reasury),
andl tle accumulation of $2.5 billion reserve as of Decelllbe
31, 196D2. The Coiporation's holdings of public debt securi-
ties as of that date amounted to $2.6 billion wlici already
appears ill tile public lde)t total. Out of $335.9 billion of
assets in insured banks as of December 28, 1962, $70.6
billion are in public debt securities (also reflected in tlie
publlic( debt). 'Thlo assets, both of insured banks andl t(he
.Federfal Deposit Insurance Corporatioll, as well as tlhe con-
tinuedl income of the Corporation from assessments and oilier
sources, stanlld between insured deposits and the Govern-
ment's obligation to redeem them.

2, Tlh face value of life insurance policies issued to
veterans and in force as of December 31, 1962, lamounted 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 tlhe invested reserves amounting to
$6.9 billion of'public debt securities should cover the normal
mortality risk.

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 tlhe $53.9 billion of assets of the issuing Federal
Reserve banks which includes $30.8 billion of Gove'rnment,
securities already included in the public debt. 'Phese notes
are specifically secured by colltterail deposiited with tlhe
Federal Reserve agents whicl, as of Decemlber 31, 1962,
amounted to $25.2 billion in Government securities anl(
$7.6 billioll in goll certificates.

Iong-range commitments and contingencies of
Dec. 81, 1962

[In millions of dollars]

the U.S. Government, (is of

C ross 'ubllc lobt
amount securities

Commitment or contingency and agency of heold by
commitment Government

or and other
contingency agencies

I.oanis guaranteed, insured, etc., by (overiinoent agencies:
Agriculture D)epartiment:

Colmnodity Credit Corporation..---.-------.----.---
Farmers' lloieo Administration: Agricultural credit

Insurance fund ...-..---------.-------------.----
Commerco l)epartment:

o)ico of tlho Secretary: Aircraft loni guarantees.......
Mliaritimo Administration: Federal slilp) Iortgago in-
suranco revolving fund ....--.----------.--.------

E'xlort-lnllport lank of Washington...---------..------..
llousing and lloeo Finance Agency:

Federal I ouslng Admllnistratlon:
Property Imnl)roveolent loans .................

Mortgage loanlls.-..------......----------........-
01llco of lhe Administrator: Urban renewal fund-..--.
I'cil)llc lousling Administration;

l,(oelal liousliih autlhority )bolds( iand notes (commit-
meonts covered by annual contribltions) ........

Local liousiln nutlhorlty temporary notes ..-....-
Interior l)epartimelt: Ilureau of Commeinrcial Fisheries:

F'edoral ship molrtgago Insuranco ifuid, ilshilig vessels...
Illerstato ('Comerce Commission--........---- ..---
Small business Administration: Uevolvllg fund.....--..-
'Ireasury Doepartmnent:

lleownstructipn F'inace Corporation liquidation fund.
Federal Civil Defense Act of 1050, as nmenoded-.........

Veterans' Administrationl........---
I)efenso Productlon Act of 19T50, as amendedll -----------

''otal loans gilrantccd, Insured, etc., by (lovernmlent
agOncies .....-. .. ..... .......--.----.---

Insuranic and guarantees 11l forco:
Aency for International DI)eveloipment: Industrial guar-

nltees ..... ...... ...... ...... ..

Agriculture department: Federal Crop Ilnsurancl Corpora-
lion ......-..........--.. .....-..- .......... .. ...........

Commerce l)eparlmenlt: MarltinilAdmlinstrllton: Wtar
risk insurance revolving fund .... . ............ ........... - -

Exl)ort-Inmport lMtik of WtasllniRton:
War risk and expropriation Insurance . ..............

Insuranco on exports Issued through Foreign Credlt
Insurance Association ...................-...........

Federal l)eposit Insuranco Corporation ....................
1 eltl Iy Insulrod commercial and mutual savimKg Ibanks.

Federal 'lomlo Loanl lHak lordl: FederalSlSavings and
Loan Insuranlce Corporalon ..........-.................

Iheld by Insured Institutions ...... ....... ...........
U.S. Information Agency: Informational mellia guaranllees.
Veterans' Administration:

National service life Insurnce .........................
U.S. government life Insurance ......... ..............

Total Insurance and guarantees Inl force..............

(1)
395

28

21 35
3 C52

9

4 398 101
3(a, .0Ot . S9

l;03 . ...----

:, 256
957

I
149
23

10112
1 1

602. 0V

... ..........

. ... :::

,-,-

9110 ..........

9 3k5 . ....-...-..

39

2

·17t ..........
10 179, 088 2,1i03

.............. 7(1, )W11
0o 77,319

..............^

4

38, 190
1,252

298, 078

(41
5,, 302

h, 8'!9
1, '02

86, 0111

Sec footnotes at end of table, p. 7.

.---------.-- .

9.869604064

Table: Long-range commitments and contingencies of the U.S. Government, as of Dec. 31, 1962
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Long-range coiumlitment: and contingencies of the U.S. Government, as of
Dec, 31, 1962-ContinuIcd

(In millions of dollars]

Coinmiltionet or contingency nnd agency

Ioans gunrant,.!Cd, Insured-Contintlod
Obligations issued( on the filth of tile United States:

Postal savings certlflcates:
U.S. Postal Savings System.-------.------------
Canal Zone Postal Savings System .---------.----

Total postal savings certificates .----------------
Other obligations: Federal Reservo notes (faco amount)....

Undisbursed comiitmeionts, etc.:
To make future loans:

Agency for International development:
Development loans.------ --.......------
Alliance for P'rogress, development loans .-.---
D1evelopment loan fund liquidation account..
Loans to U.S. firms and domestic or foreign
countries ..------------------------ ......----

Other U.S. dollar and foreign currency loans...-
A agriculture Department:

Commoillty Credit Corporation .-.-....-I-.....--
Farmers' litoime Administration:

Agricultural credit Insurance fund.....-..-...
Jlilcet loan account.------------.------ ..

Emergency credit revolving und ..............

lRural hoI"sing and other loans...---.--...----.
Rural Electrification Administration.-....----.-.

Expott-Imlport Bank of Washington: Regular lending
activities............... .....----..

Ilo:,sing and Hlome Finance Agency:
Oile of the Administrator:

College hosing loans.----------------....
Publ)lic facility loans ----..--.........-
Urban renewal findl...........--.............
llo"sfig for the elderly .........-- -----------

Public lo)sling Adininstration .......-.-....
Interior Department:

Bureau of Coimmercial Fisheries: Fisheries loan
fund....... ..........................

I)efense Minerals Exploratlon Adlinilstratlon:
Defense Prodctionll Act of 105i), as amended.....

ma81 l lBusiness Administration (revolving fullnld).
Veterans' Adminslltration (veterans' directt 0loili

irbgram)..-------.----..--.....--.......-----------

Total Ilidlsbursed commitments to make future
loans-s ......-- ....--------------- ....--- .-...-

''o Il)urelhase mlortgiges:
llousing an1d I iome Financo Agency:

Federal National Mortgage Assoclat.onl:
.Secondary Imarket operations ............--
Special assistance functions ......-...- ----.

Total commitments to purcihao mortgages.
'To1'guatantee and Ilnsure loans:

Agriculture Dlepartmlent: Farmers' Holmo Admitnns-
tration: Agricultural credit Insmurancef('id.........

Coimmnrco Department: Maritimeo Aldminlstratton:
Federal ship mortgage Insuranco revolving fl(ui.....

Housing and lHomio Finance Agency: Federal Ilcusing
Administration .........

)efenseo Production Act of 190, ws iieloioded ..- .-..-.

'Total commiltments to giuranteo andl Insuro loans.....
To 1)111 ilase Investment conlmpny lobel)ntures: Slmall

Business Administratlon (rovolving fund)..--..------..-

Oross
amount

of
commitment

or
contingency

"531
114

635
29,378

791
93

827

9
1,971

3

12
12
2
15

892

1,612

395
108
654
31
131

(1)

(0)
10,

37

Public debt
securities
held by

Government
and other
agencies

556
4

600
12 30,820

7. 703 ..............

28
327

355

13 ...............
39 -........-.-.

0,132
22

),200
37

See footiotos at end of table, p. 7.
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Long-range commitments and contingencies of the U.S. Governmlent, as of
Dec. 31, 1962--Continued

(In millions of dollars)

(Iross Public debt
anlount securities

Coimmitiiilitn or contingency alndl agency of hhollby
coiii1illeltti Ooverllulent

or ulnd other
contingency agencies

Loans guaranteed, insured-Continued
Uni)aid subscriptions, etc.:

International Bank for Reconstruction and( l)evelop-
mllont. .--------------------.-----------------.------- 5. 715 ---.-.- .....

Intor-Amlerlcan )cevelo)pment Bank -...-------------- *2(X) ......

International l)ovolo)pment Association -..------.---- 123 -.........

Total unpaid subscriptions, etc --.-------.---------. 038 ..--.

NOTE.-'I'ho above figures are subject to tie limitations and l)recautioiary remarks, as
explained in tlie forewuvrd to tils statement.

I Guarnteed loans and certificates of Interest, amounting to $1,113,(00,)000 as of )ec. 31, 1902,
are Included in tho Corporntion's balance sheet with tile direct loans.

2 Includes accrued interest.
3 Includes political risk export guarantees aniounting to $333,000,000.
4 Represents Administratlon's portion of insurance liability. Esltinated inlaount of Isiisr-

nice In force and loan reports in process us of Dec. 31, 10W2, is $1,592,000,0)0. Ioan lissuraulce
slinll not exceed 10 percent of such loans.

Tiheo full faiti and credit of tile United States Is pledged to tile piaymientl of ll aminounts
agreccd to be l)nld as per sec. 302 of lublillc ,aw 87-70 apl)roved Jtile 30, 1091.

8 liep)rescnts deferred partlclpatlons.
Iess than $500,000.
lRepresents the Veterans' Ad(inilstratioil portion oftinsuraitce liability. 'The total amount

of loans in the liiands of private leolders is estimate(ld t $29,75.1,000,000.
IRepresents estimated insurance coverage for tlhe 192 cropi year.

10 Estimated insurance liability.
1I I'xclud(s accrued interest.
I IncludesIpulic debt securities aniolinting to $25,179,000,000 that have been depolsite(d by

tlio Federal Reserve bank system with tlh Federal Reserve agents as specific collateral.
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