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COMPONENTS OF THE NATIONAL DEBT

SprreMBER 14 (legislative day, SEpreMBER 13), 1965.—Ordered to be printed

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

REPORT

[To accompany S, 1013)

The Committee on Finance, to which was referred the bill (S. 1013)
to clarify the components of, and to assist in the management of, the
national debt antf the tax structure, having considered the same,
reﬁorts favorably thereon with:amendments and recommends that the
bill as amended do pass. B

SBUMMARY 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 and unfunded liabilities of the Federal Government,
including those of agencies and instrumentalities of the Government,

GENERAL BTATEMENT

»

In the past, it has been the practice of the Federal Government to
determine its financial requirements on an annual basis. . This bill
s0es not depart from this 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
contingencies. Similarly, it fails to reveal fully those situations
where Congress has enacted. spending authorizations, ‘but has not
specifically appropriated the moneys needed to fulfill the statutory
‘commitment, ' - S -
.. Moreover, by present methods, U.S. liability under many of its
insurance and guarantee programs is difficult to measure and analyze.
‘This is because sufficient information regarding these programs either
18 not available at all, or if it is available, it is inadequately presented.
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- In many cuses informution with respect to contingent liabilities of
specific governmental programs now 1s available only in reports of
specific agencies or corporations. However, these (Ktta. frequent}
lose much of their usefulness because they are not combined with simi-
- lar data with respect to other programs. Thus, although part of this
information muy now be available it is not published in one place or
on w.uniform basis, and does not facilitate understanding of the cur-
rent finpncial condition of the Unitad States. S

Your committee believes that it is desirable to make available in g
. single, concise veport, pertinent information with respect to the cur-
rent status of the contingent liabilities of the Federal Government, in- -
cluding its long-range obligationis ‘and commitments. Iadeed, the
committee recognizes a responsibility to make available in such a
report—uas clear 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. ' e :

For this reason, the committee has approved, and recommends
enactment of a 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 aggregaté' and on an individual basis) of the
contingent liabilities and the unfunded liabilities of the Federal
Government, determined as of Deceiber 31 of each year, commencing
with 1966. . , , s ST

'The contingent linbilities 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)
linbilities of Government-sponisored corporations (for example, the
Commodity Credit Corporation); (3) indirect liabilities of the Federal
Goveritment not included as part of the public debt, such as Federal
- Housing Administration debentures; and (4) liabilities of Federal in-
surance and annuity programs. ' o SR
~ Under the'bill, data with respect to these insurance and annuity pro-

grams ‘(whichinclude the civil service retirement system, veterans’
-pension, and war risk insurance prograins) is to include information
regarding their actuarial status on both a balance-sheet basis and a
pr%ectcd source-und-apphication-of-funds basis. o
'~ Whete'appropriate, the report is also to indicate the collateral
pledged, or tlie nssets available, is security for the specified linbilities,
and an analysis of their significince in terms of past experience and

robable risks.” Thus, for example, in thé case of federally insured

1ome mortgages the assets availablé 'on foreclosure may, in favorable
circumstances, offset the. poteritial- Federil liability. But the re-
‘ F‘ortiﬁg of agsets is not to stop with a recording of assets related to the
liabilities. " 'Under a committée “atiendment the Secretary of the
Treasury is' to set forth all other assets which would be available to
liquidate liabilities of the Federal Government. ' o

In ordet to provide ﬁexibiliggr ‘and to present data included in the
report from being misconstrued-or misleading, the bill provides that
the Secretary of the Treasury may set forth such explanatory material -
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 quality that data sufficiently to negate such conclusions.
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Although the Bureau of the Budget does not favor thé bill, in its
report to- the committee on a virtually identical bill in the 88th
Congress (dated December 12, 1963), it indicated its agreement with
the objectives of the bill as follows: e

We agree with the objective of S, 2281 that the Congress
and its committees sboui‘d‘ haye available whatever informa-
tion they need with respect 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 commitmerits
and contingencies of the U.S. Governnent.! The Bureau
of the Budget has on occasion worked informally with Treas-
ury staff on this matter, and considération has been given
to possible extensions and..refinements of the data. I
believe that more can be done in this respect and, together
with the Treasury Departmént, we shall work -with the

- responsible Government agencies to this end. . =~

- If, in addition, your committée or any other committee of

the Congress iwouf:i- like to have particular tabulations, such

as those described in S. 2281, we believe it would be appro-
- priate’ to ask the Treasury Department to supply tﬁem

when needed. However, we believe the nature of such

tabulations should be left flexible, to he determined from

time to time, rather than being fixed in a statute.. 5

It is the opinion of the Committee on Finance, as slready indicated,
that the bill, as reported, preserves the flexibility of tabulations urged
in the departmental report. - = o S
. Moreover, the committee fully recognizes the désirability of refinin
data now being compiled in order to make-it more meaningful ‘anﬁ
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

easury Department will find hew ways by which statistical refine-
ments can be-made, and” tabulating methods improved. This can
only serve to increase the quality of the report requived by 'the bill.

he report will fill a need which has been felt by the Congress for
many years. : T . :
' . APPENDIX

- The following data prepared by the Treasury Depaitment indicates
[for-the-items included therein the type of information which would be
‘Eresér'zted ‘on &°'Government-wide basis“in the reports called for by the

ill. - This data was compiled as of December 31,1962, and is the last
siich report ‘the Treasury has issued except in-response to a special
request made at the June 23, 1964, hearing before the Comumittee on
Finance on-H:R, 11375, relating to a temporary ‘increase in the public
‘debt.” The preliminary information -submitted by the Treasury
“Department in response to this special request (which appears on-
'Pp. 44-46 of the printed hearings) employs statistical and tabulation
tethods different from those previously used by the Treasury Depart-
- ment and these new. methods may. replace the earlier procedures. . .

¢ S————————————— . . ] B e . . % . .
" 1 For statement prepared’as of Do¢, 31, 1962, see nppéridix to this report, -
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ILONG-RANGE COMMITMENTS AND CONTINGENCIES OF THE U.S8.
GOVERNMENT, A8 OF DECEMBER 81, 1962

The attached statement covers the major financial commitments
of the U.S. Government, excépt the public debt outstanding and
those involving recurring costs for which funds are regularly appropri- -
ated by the Corigress and are not yet obligated, such as aid to States
for welfare programs and participation in employee retirement
systems. The statement is segregated into four categories, namely
(a) loans guaranteed and insured, etc., by Government agencies;
(b) insurance in force; (¢) 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 programs 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 G%vernment 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. S . '

Caution should be exercised in any attempt to combine the amounts
in the statement with the gublic debt outstanding for that would
involve not only duplication biit would be combining things which are
quite dissimilar, As indicated by the enclosed statement, there are
$118.1 billion of public debt securities held by Government and other
agencies as part of the assets that would be available to meet future
' lossefs. The following examples illustrate the need for extreme

caution in using data on the contingencies and other commitments of
the U.S. Government. : o = ' ,

1; The Federal Deposit Insurance Corporation had insurance
outstanding as of December 28, 1962, estimated to be $179.1 billion.
The experience of the Federal Deposit Insurance Corporation  has
been most favorable. During the period this Corporation has been
in existence, premiums and other income have substantially exceeded
losses which ‘l)las permitted the retirement of Treasury and Federal
Reserve 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’securities as of that date
amounted to $2.6 billion which already appears :in .the: public debt
‘total.. - Out of $335.9 billion of assets in insured banks as of Decémber
' 28, 1962, $70.6 billion are in public debt securities (also reflected in:the
puplic debt). The assets, both of insured banks and the ‘Federal
eposit Insurance Corporation, as well as the continued-income of-the
Corporation from assessments and other sources; stand between in-
sured deposits and the Government’s obligation to redeem them.

2. The face value of life insurance policies issued to vetérans and
in force as of December 31, 1962, amounted to $39.8 billion.. This
does not represent. the Government’s potential liabilities under' these
Frograms since some of these policies will probably be permitted..to
apse and future premiums, interest, and the invested reserves amount-
ing to $6.9 billion of public debt securities should cover the normal
mortality risk. - )
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Under the ‘Federal Reserve Act of 1913, as: amended Federal
Reserve notes are obligations of the United: States which, as of De-

cember 31, 1962, amounted to $29.4 billion.

The full faith and

credit of the United States is behind .the Federal Reserve currenc
These notes are a first lien against the $53.9 billion of assets of t o
issuing Federal Reserve banks which includes $30.8 billion of Govern-

ment securities already included in the public debt.

These notes

are specifically secured by collateral deposited with the Federal
Reserve agents which, as of December 31, 1962, amounted to $25.2
billion in Govem\ment securities and $7 6 bllhon in gold certificates.

Long-range comm’{tmcnts ‘and contingenoies of the U.8. Government, as of

Dec. 31, 1962

[In millions of dollars]

Commitment or contigency and agency

Q(ross
amount of
commitment

or con-
© tingency

Public debt
securities
held by
Governmont
and other
agencies

Loans guaranteed, insured, etc., by Government agencles:
Agticulture Department:
Gommodity Credit Cor rallon .....................................
Farmers Home Administration: Agricultural creditinsurancé fund...
Commerce Department:
fiice of the Secretary: Airoraft loan guarantees... .. ... ilo.oo
M;xrltlme z}dminlstration' Federal ship mortgage lnsuranee revolv--
n
Export-Import Bank of Washington._._..___ . e amemeccecmenmmehe
Housing and Home Finance Agency:
Federal Housing Admlnlstratlow .
Property lmprovement loans..-----.---_o-.------.'-; ............
Mortgage JoaNnS . . e cciccccecmcaan

Public Housing Administration; 8
Local housing authority bonds and noteg (commitments covered
by annual contributions):
Local housing authority temporary n
Interior Department: Bureau of Commercial Fisheries: Federal shlp
- mortgage insurance fund, ﬂshlng vessels
Inwrstam Commerce CommIiBelon. - — - -oooooooo ol
Small Business Administration: Revolving fund. . ...

Treasury Department:

Reconstruction Finance Corporation liquidation fund____.__._____._.
Federal Civil Defense Act of 1950, asamended. ... ... ... ... ..
Véterans' Administration. ... o i

3652

' Total loans guaranteed lnsured, etc.; by Govemment agencles ........

;Hlnsuranoe and ﬁ arantees in force: . '
7" Agency for Interiational Development: Induxtrial uarantees ...........
Agriculture Department: Federal Cr? Insurance Corporation....... .

Comm‘eroo It)epattment Maritime Administration: War:risk insurance
------ revelv! ceeslon o i e ‘--.,-.1--_--..-__-_.-----.-._-r-__...-
Expon-lmgort Bank of Washington:. . (... :
. and expropriation INUraNee ..., .coeeoven-l ooooaiiiiooal. : R 1) I
, In;lxcrian;;e ,on oxports*labued h omlsn Crodl» Inwranoe As- l‘il'
.- .Foderal Deposlt Lnsurmoe Corporation. RSP USRI S 10 179, 088 2, 603
- Held by, igsured commercial and mutual savings banks. _ . _..._... |eceeeooo.. et 70, 606
Federal Home Loan Bank ‘Board: Fedml Bavlngs and Loui Insu:anoe D
CCorporation. ..ol Ll I LIl 1077, 349 641
-:Held by insured institutions. ___. . ... . l|eeiiiiiciecan. 5,302
“==U.8. Tiiformatfon ‘Agency: Informational media guarantees., ............ [ 3 [,
Veterans' Administration:
National service life insurance 38, 596 5,850
U.8. Government life insurance 1,262 1, 002
Total insurance and guarantees in force 298,078 86, 016

See footnotes at énd of table, 1. 7.



6

COMPONENTS OF THE NATIONAL DEBT

Long-range commitments and contingencics of the U.S. Government, as of

Dee. 81, 1962—Continued
{In millions of doliars)

Commitment or contigency and agency

Gross.
amount of

commitment|"

Or con-

tingency ;

Public debt
. securities
held by
Government
and - other
agencles

Loans guaranteed, insured
Obligations issued on the faith of the United States:
ostal savings certificates:
U.8. Postal Savinfs Bystem ..ol e
Canal Zone Postal Savings Bystem . ... ... ______ . ......_._...

Total postal savings cortificates. ..o oo .
Other obligations Federal Reserve notes (lace amount). ... ......._..

Undisbursed commitments, ete.:
To make future loans:
Agency for International Development
Development 10818, . . .. .o au e e eaaan
Alliance for Progress, development loans. .. ..__......... S
Development loan fund Hquidation account. . _..___________.
- Loans to U.8. firms and domestic or forelgn countries..._....
Other U.8. dollar and foreign currency 108n8. ... ... ..
Agriculture Department
Commodity Credit Corporatton .................................
Farmers Home Administration:
gricultural oredit lnsuranoe fund
irect loan acoount

Emergency credit revoiving fund
" Rural housing and other loans. .. .-
Export-impoct Dok ‘%”w‘v“‘ﬁ‘”“m‘"’“ﬁ“"i"'x“'afx;""avm """"
Export-Import Bank of Was n: Regular lending ac es. . ...
Housing and Home Finance Agency:
Office of the Administrator:
-College housing loans. .. ... i
Public facility Yoans. . ... .cooooooooo ool
Urbanrenewalfund. ... ... . oo .
" Housing for the elderly. ..o i ciaeas
Public Housing Administration. . ... loo .
Interior Department:
Bureau of Commercial Fisherles: Fisheries loan fund. ... ...
Defense Minerals Exploration Administration: Defense Produc-
tion Act of 1950, asamended ... ...... o cuoveeenoaeaannn.
8mall Business Administration (revolving fund). . ________
Veterans’ Administration (veterans’ direct loan program). ._....___..

Total undisbursed commitments to make future loans. . _..........

11 531
14

535
29,378

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

To purchase mortf
Housing and 1ome Finance Agency:
Federal National Mortgage Assocfatfon;
Becondary market operations. ... ... .. _..eoeiioieoeooo.
Special assistance funotions.......v.vuuueeeaee oo

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

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

Total commitments to purchase. mortgages. s

To guarantee and insure loans; :
culture Department: Farmara Hoxne Adminlstration: Agﬂ

cultural credit insurance fUnd . .. . oottt iaea e aeans o '
Commerce Department: Maritime Administration: Fedenl ship :
. . mortgage insurance revolving fund. ... ........... Seasagan . 30
Houalng and Home Finance Agency: Federal Housing Administra- s .13'2
Defonse Prodnction Kt of 1080, B‘a‘é{ﬁéha'e‘&iiIIZIZIII.ZIIZZZI-Z‘Z-I'E‘I‘IZ: R Y
.. Total commitments to guarantes and insurance loans...... . 6,208 |l enaanans
To purchase iInvestment company dobentum 8mall Buslneoa Admlula— -
tration (revolving fund).............co.con.... evmeatemnemeneeatnnay 37 |iieeecnaanns

Bee footnotes at end of table, p. 7,
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Long-range commitments and -contingencieg of the U.S. Government, as of
Dec, 31, 1962-—Continued

{In millions of dollars] .

Gross Public debt
amount of securities

Commitment or contigency and agency commitment held by
- or con- Government
tingeney and other
agencies

Lo ranteed, insured--Continued ‘
3Unpaid submiptlona, eto.:
International Bank for Reconstruction and Development.._. ..... "5, 716
Inter-American Development Bank. ... ... ...c........ - -200
International Development Association 123

Total unpaid subscriptions, €te. ..ol 8, 038

*1 Guatanteed loans and certificates of interest, amountmg to $1,113, 000 ,000 a3 of Dec, 31, 1962, are included
in the Corporation's balance sheet with the direct loans,

1 Includes accrued interest, -

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

¢ Represents Administration's lg)ortkm of insurance liabmty. Estlmatad amount of insurance in force -
and lolt‘m reports in process as of Dec, 31, 1962, is $1,502,000,000. Loan insurance shall not exceed 10 percent
of suol

o The full falth and credit of the United States is géedged to the payment of all amounts agreed to be paid

per sec, 302 of Public Law 87-70 approved June 30, 1961, ' :

0 Reprgaents dola&ed participations, '

7 088 han $600

? Represents the Veterans' Administration portion of ingurance lability. The total amount of loans in
the hands of private lenders is estimated at $29,754,000

% Represents estimated insurance coverage for the 1962 Crop year,
. 19 Estimated insurance lability,

1 Excludes accrued interest,

12 Includes public debt securities amounting to $25,179,000,000 that have been deposited by the Fedcral
Reserve bank system with the Federal Reserve agents as specific collateral.

NotE.—The above figures are subject to the limitations and precautionary remarks, as exphined in the
foreword to this statement,



