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PUBLIC DEBT ACT OF 1942

FRIDAY, MARCH 13, 1942

UNITED STATES SENATE,
CoMMITTEE ON FINANCE,

: Washington. D, C.
The committee met at 10:30 a, m,, pursuant to call, in room 312,
S.ell.mle Oflice Building, Senator Walter F. George (chairman) pre-
siding.

The Cramyan. The committee will come to order,

Mr. Secretary, the committee will be very glad to hear you on H. R.
6691, an act to merease the debt limit of the United States,

(The bill H. R. 6691 is as follows:)

[, R. GUOL, T7th Cong., 2d sess. ]

AN AUT o Inerease the debt limit of the United Ntates, to further amend the Second
Liberty Bond Aet, andd for other purposes

Be it enacted by the Senate and House of Representatives of the United States
of Ameriea in Congress assembled, That this Act may be cited us the Public Debt
Act of 1942,

See, 2, Seetion 21 of the Second Liberty Bond Act, as nmended, is further
amended te rend us follows:

“SEe 21, The face amount of ebligntions issued under the authority of this Act
shall not exceed in the aggregate $125,000,000,600 outstanding at any one time.”

Sec, 3. Section 20 of the Seeond Liberty Bond Act, as amended, is further
amended to read as follows:

“YSEC. 20, (a) Any obligations authorized by sections 1, 5, and 18 of this Act
may be issued on an interest-bearing basis, on a discount basis, or en a combina-
tion interest-bearing and dixcount basis, at such price or prices aud with interest
computed in such manner and payable at such time or times as the Secretuwry of
the Treasury may preseribe; and any such obligntions may be offered for sale on
a competitive or other basis undoer such reguliutions and upon such terms and condi-
tions as the Secreotary of the Treasury may prescribe; and his decision with
respect to nny such issue shall be final,

*(b) Any obligations anthorized by this Acet and redeemable upon demand of
the awner o holder may, under such regulations and npon sueh terms and condi-
tions as the Comnissioner of Internal Revenue with the approval of the Secretary
of the Trensury may prexerilie, be recelvable by the United States In payment of
any taxes lmposed by the United States.

“(ey Any obligations nuthorvized by this Act may, under such regulations and
upon such terms as the Seeretary of the Treasury may preseribe, be issued in
exchange for any obligntions of any agency or instrumentality of the United States
which are unconditfonally guavanteed both as to principnl and interest by the
United States, at or before their maturity.”

Spe. 4. Seetion 19 of the Second Liberty Bond Aet, as amended, is further
amended to read as follows:

“Ske, 19, Any obligations anthorlzed by this Act may be issued for the purchase,
redemption, or refunding, at or below maturity, of any outstanding bonds, notes,
certificates of indebtedness, Treasury hills, or savings certificates of the United
States, and any money recelved from the sale of such obligations or dny other
money in the general fund of the Treasury may, under such rules, regilations.
terms, and conditions as the Secretary of the Treasury may preseribe, be used
for sueh purchase, redemption, or refunding.”
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2 PUBLIC DEBT ACT OF 1942

Src, 5. The authority of the Postmaster General contained in section 6 of the
Act of June 25, 1910, as umended (U, 8, C,, 1O edition, title 39, see, 756), and
seetion 22 (¢) of the Second Liberty Bond Act, as amended, to prepare amd issue
postal-savings cards and postal-savings stumps shall terminate on such date as
stamps issued by the Secretary of the Trensury pursuant to the authority con-
tulned in section 22 (¢) of the Second Liberty Bond Act, as amended, nre made
available for sale to the publie; und, as soon as practicable therenfter, the Board
of I'rustees of the Postal Savings System shall pay to the Secretary of the Treas-
ury u sum equal to the redemption vithie of alk postal-savings stamps outstanding,
and after such payment has been made the obligation to redeem such stamps
shalt cense to be a liahility of the Bourd of Trustees of the Postal Savings Systemn
but shall constitute a public debt obligation of the United States,

SEC. 6 Sectlon 4 of the Public Debt Act of 1941 (Public, Numbered 7, Seventy-
seventh Congress, first session), ix herely amended to read as follows:

“Skc, 4, (n) Interest upon obligntions, nnd dividends, earnings, or other income
from shares, certificates, stock, or other evidences of ownership, and gain from
the sule or other dlsposition of such obligations nnd evidences of ownership issued
on or after the effective date of the PPublic Debt Act of 1042 by the United States
or any ageney or instrumentality thereof shall not have any exemption, ax such,
and loss from the snle or other disposition of such obligations or evidences of
ownership shall not have any special trentment, as such, under Federal tux Acts
now or hereafter enncted; except that any such obligations which the Untted
States Maritime Commission or the Federa! Housing Administration had, prior
to March 1, 1941, contracted to issue nt a future date, xhnll when issued bear such
tax-exemption privileges as were, at the time of such contraet, provided in the
Inaw nuthorizing thelr issunnce, For the purposes of this subsection n Toerritory,
a possession of the United States, and the District of Columbin, and any politieal
subdivision thereof, and any ageney or instrumentality of any one or more of the
foregoing, shall not he considered as an ngeney or instrumentality of the United
sStates,

“(b) The provisions of this section shall, with respect to such obligations and
evidences of ownership, be consldered s amendatory of and snpplementary to the
vespective Acts or parts of Acts nuthorizing the issuance of such obligations and
evidences of ownership, as nmended and supplemented.

“(¢) Nothing contained hervin shall e construed to amend ovr repeal seetions
114 and 113 of the Revenue Act of 1941

Paxxed the House of Representatives March 10, 1942,

Attest:

SourH TrimpLe, Clerk,
By H. NEWLIN MEGILL,

STATEMENT OF HON. HENRY MORGANTHAU, JR., SECRETARY OF
THE TREASURY, ACCOMPANIED BY DANIEL W. BELL, THE UNDER
SECRETARY OF THE TREASURY, AND LAWRENCE J. BERNARD,

ASSISTANT GENERAL COUNSEL

Secretary MorerntiAU. Mr. Chainman and gentlemen, the bill
1. R. 6691, now before you for consideration, would raise the limita-
tion on the power of the Treasury to issue public debt obligations
under the Second Liberty Bond “Act, as amended, from $65.000.-
€00.000 to $125.000,000,000, and provides greater flexibility to enable
the Treasury to conduet its war financing operations, T am glad to
have this opportunity to diseuss with this committee the situntion with
respect to the public debt.

Tt is urgent that this bill be promply enacted. The balance of our
horrowing authority at the end of IFebruary 1942 was about $1.400.-
€0).600. By the end of March it is anticipated that the borrowing
authority will be insufficient to cover the debt issues that will be
required during the month of April. )

In February 1941 T appeared before your committee n support of
a bill to increase the total borrowing authority from $49,000,000,000
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to $65,000,000,000. It appeared at that time that a limitation of
$65,000, ()()()()0() would be sufficient to enable the Treasury to finance
the estimuated deficit in the Budget until the end of the present fisenl
year and provide some margin,  But we could not foresee then that
we would be engaged in a war that would require our all-out effort.
Our defense progeam at that time amounted to approximately 2814
billion dollars in appropriations, contract authorizations, and recom-
mendations,  The war program now exceeds $140,000 ()()() 000, exclu-
sive of commifments by governmental corporations,

The 1943 Budget subniitted to the Congress early in January indi-
cates that the deficit for the crrent fiseal year ending next June 30
will amount to $18.600,000,000 and, in addition, that the Treasury
will be required to advance to governmental corporations approxi-
mitely $3,000,000,000 to finance their activities. On the basis of these
estimates the public debt on June 30, 1942, will amount to
%70.600.000,000.

The estimated deficit in the fiseal year beginning July 1, 1942, after

taking into consideration u)ntmnpl‘lto(l additional lm(lmv tary reve-
nues of $7,000.000,000 from new tax legislation, will amount to $35,-
400,000,000 We will also be required to raise $4,400.000,000 for gov-
ernmental cm‘pomh(ms. principally to mect defense (n\p@n(lltlues by
the Reconstruction Finance Corporation.  The estimated increase in
the public debt for the fisenl year heginning July 1. 1942, based on
these estimates, will thus be '{-6‘)80()0(}0()00 and leave us with a
public debt on June 30, 1943, of $110.400.000.000.

While these ficures are linge  amount, they are made necessary
by the great task to which the Congress and the American people
have dedicated themselves, namely, The task of winning this war.
Whatever the cost may be we arve ready to face it. We are strong
enough to bear it, and we know that it will be worth it in the end.
Ax T have suggested before, onr produetion of overwhelming quan-
tities of war materials, an effort that makes this debt necessary, s - should
frighten no one but our enemies,

’I‘ho bill before you proposes cmtmn changes which are needed in
order to facilitate the Treasury’s financing oporntmn% in addition to
the increase in the debt limitation, Briefly, these ave as follows:

1. The Secretary of the Treasury would be authorized to issue Treas-
ury marketable securities on & discount basis or on a combination
intevest-bearing and discount basis. At the present time we have
authority to issue regular marketuble securities on a discount basis
only if the maturity date is not wnore than 1 year after their date of
irsuance.  We also have authority to issue sav ings bonds on a discount
basis.  But this additional uuthmttv would give the Treasury more
flexibility and permit it to design its issues fo conform more ‘closely
to the investmeni. requirements of particular classes of purchasers.

2, The Secr ctary of the Treasury would be authorized to accept in
his discretion in payment of any taxes imposed by the United States
any obligations of the United States which are redeemable upon de-
mand of the owner. This, in effect, can now be accomplished by the
holder of such demand ohhwatlons turning them in to the Treasury
and getting the cash and then using the cash to pay taxes. The new
authomty ‘would simplify the procedure and would make it more
convenient to the taxpayer.,
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3. The Secretary would be nuthorized to offer any new Treasury
obligations in exchange for outstanding obligations of any agency or
mstrumentallty of the United States which are guaranteed by’ tlw
United States as to both principal and interest. The Treasury has
taken over all the financing of the various governmental agencies
which formerly issued marketable guaranteed ublw itions and now pro-
vides them w ith funds by purdlusmu their securities,. We are also
in process of refunding the nutstan(hnw guaranteed ()b]lmlmn»- of
these agenc ies into lrelslu-y seeurities, l)ut in view of th(- anguage
of the various statutes under which guaranteed secewdties are l\\lll‘(l
it 1s now necessary to refund them in(lil'ocllv by purchasing the guar-
anteed security and selling the holder a Treasur y security. This pro-
posed amendment would \ll]l]lllt\' these operations and permit us to
offer Treasury securities directly to the holders of these guaranteed
()l)ll,‘.‘,(l[llllls in exchange for such obligations, in the same marner as
llo%lu'y securities are now refunded.

. The Postmaster General would be authorvized to transfer the lia-
blh(v for ()utslnmhnw Postal Savings stamps to the Treasury and his
authority to issue auch stamps would be terminated as_of the date
when the Treasury makes Trensury savings stamps available to the
public under section 22 of the Second Llhmly Bond Act, as amended.

5. The Postmaster General \\(llll(l be authorized to transfer the
liability for nulxt.nulmw Postal Savings stamps to the Treasury, and
his authority to issue cuch stamps would he terminated as of the date
when the Treasury makes ‘I'reasury savings stamps available to the
public under seetion 22 of the Second Lllwll\ Bond Aet, as amended.
The Treasury will then assume the lHability for redeeming sueh out-
standing stamps and sueh stamps will become a public-debt obli-
gation,

When we initiated our present Defense Savings program last year
we deemed it advisable to utlll/o tlm acllnws of the Postal ’ﬂnvms:h
Nystem beeause it was plready issuing savings stamps and had the
facilities for immediately eartying out an 0\1)‘\11(1011 program. The
fuestion is now often raised by the pm(-h.l\ernt Postal Savings stamps
as to whether the funds thus provided go into the Treasury for the
purpose of helping to pav for the national defense.  Of course, such
funds do come into the Treasury and they ave available for that pur-
pose, but it is sometimes a little difieult for the purchaser to under-
stand,  In view of the fact that the Defense Savings program is ear-
ried on in the Treasury, T believe that it would vlmf’v the whole
program if we could eliminate Postal Savi ings stamps and tssie instendd
Treasury savings stamps. It would only intraduce confusion if the
Treasury issues its smmp% at the same time the Postal Savings System
is selling stamps, These new stamps would also be sold through
post ()ﬁl(o as well as other agencies. The Posxtmaster General con-
curs in this proposed change,

6. A provision is included to vemove the tax- -exemption privileges
on income from shares of stock issued by Federal agencies and instru-
nientalities which were inadvertently omitted from a similar provi-
sion in the Public Debt Aet of 1941, This would put these shares
of stock on the same basis as obligations issued by the United States
and by its ngencies as provided in tho act enacted Ist year.

With this enlarged borrowing program before us, it is necessary
more than ever that the Tre: asury exert every effort to obtain its funds
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from the current income of the people.  We have, therefore, materially
expanded our campaign to sell Defense Savings bonds. Since last Ma

1, when the present Defense Savings bond program was inaugurated,
we have received approximately $4.300,000,000 m cash through the sale
of these securitics.  Up to December 1, just prior to the attack on
Pear]l Harbor, the sale of these securities averaged about $300,000,000
amonth, In the month of Decemiber we sold $500,000,000, in the month
of January over a billion dollars, and in the month of February ap-
preximately $700,000,000. ‘The American people are responding splen-
didly 1o our efforts to place these securities in the hands of the veal

investing public. Within the past few months we have inaugurated a |

plan for voluntary pay-roll deductions to purchase savings bonds,
Many business institutions have already adopted such plans, and the
number is increasing each week, At the present time more than one-
half of all persons working in trade and industry have this method
for buying savings bonds available to them. It 1s hoped that within
the course of the next fow weeks practically all businesses will have
adopted these plans,

The Treasury Las a tremendous program nhead of it, No one appre-
cintes the magnitude of our problems betfer than those of us in the
Treasury. We ave fucing the facts squarely, and we are working con-
tinuously in our endeavor to finance the war program as much as pos-
sible from ewrrent savings in order that our fiscal operations may be
a positive force in winning the war and in preventing inflation.

Senator Byen. Mr. Secretavy, would you see any objection to an
amendment to make the debt limit inclusive of the debts that have
been ereated by Government corporations where they ave totally owned
atd gunaranteed?

Secretary MorceNTizau, Well, in that case we would have to have a
different figure, Senator Byrd, than the $125,000,000,000.

As Mr. Bell points out, as these various guaranteed obligations full
due we refund them and assume that obligation, but there are consid-
erable outstanding,

Senator Byen. If you can assume them, there would be no objection
then to sueh an amendment, would theref

Secretary MorceNtiav, May I ask just a minute to think this over?

The CHARMAN. Tes,

They are assumed (o be absorbed under the limitation of this bill, is
not that correc ?

My, Bern, They will be,

Seeretary MorcEntiau, What we are doing. Senator George, if, for
instance. the R, F. (L or Commaodity Credit Corporation have some
obligations coming due, we pay them off in cash and then issue Trens-
ury obligations in their place.

Gradunally, we are assuming them., It will take about 5 vears.

Senator VaxpeNnera. Does that inelude the H. O, L. C. bonds, for
instance ¢

Mr. Bro. Yes, sir.

Secretary Moreextat. All of them,

Senator VanpenperRe. What happens in connection with an H. O.
L. C. bond which now also has property behind it? What becomes of
the collateral when you assume the obligation?

Mr. Bern. The collateral is still held by the Government.
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6 PUBLIC DEBT ACT OF 1042

Senator VANDENBERG, But it ceases to be behind the security?

My, BeLr, Well, it is owned by the Home Owners” Loan Corporation,
and the Governnment owns all the assets of that Corporation.

Under the terms of the boud at present no reference is made to
collateral behind it, but it ix there in effect.

Senator Vaxpensere. It is there in effect, behind the whole obliga-
tions of the Government?

Mr, Brrn, Yes, sir,

Scenator Vaxpensera, Instead of that particular obligation?

Mr. Bern, That is right; yes.

Senator Tarr. You list 7.4 billion dollars as the amount that you are
going to loan these Government corporations during the present and
inext fiscal, 3 billion dollars in the 1942 fiseal year, and 4.4 billion dol-
lars in the 1943 fiscal year. Of that 7.4 billion dollars, how much is
refunding and how much is new money going to these corporations?

Seeretary MorceNtHAU. Excuse me,  We have not answered Senator
Byrd as to whether we had any objection to his amendment.

The Cramaan. Senator Byrd raised the question, Senator Taft, of
an amendment, which has not yet been answered by the Secretary.

Seervetary MoraenTHAU. Would you mind waiting just a moment,
Senator Taft?

Senator Tarr. This would give you the figures that would enable you
to determine it. T was leading up to the same thing.

My, Bern, The 1943 Budget includes refunding operations in the
fiscal yvear 1942, that is the curernt fiseal year, amounting to $362,-
000 000, and in the fiseal year 1943, $8835,000,000.

Then we will have to raise new cash for these corporations in the
fiscal year 1942 of $2,657,000,000 and in the fiseal year of 1943 of
$3,483.000,000.

Senator Tarr. Then after you have refunded this $1,247,000,000, how
much more is outstanding thau is going to have to be refunded ?

Mr. BeLr, $4,500,000,000.

Senator Tarr. $4,500,000,000 in addition to what is refunded; is
that correct?

My, Berr That is outstanding in the market, and we own at the
present time $2,100,000,000.

Senator Tarr, In addition to the $4,500,000,000?

Mr. BeLo. Yes, sir.

Senator Tarr. T was just interested in what was outstanding.

Mr, Brun, To get it straight, Senator Taft, there is outstanding
now $5,700,000,000, of which we will pick up $1,200,000,000 within the
next year,

Sm?utm‘ Tapr. So, if we suppose that the 125-billion-dollar limit
included this, it would rednee your leeway by 4.5 billion dollars by the
end of the 1943 fiscal year; is that correct?

Mur, BeL. Yes, sir,

Scnator Tarr. In other words, 129.5 billion dollars would be equiva-
Tent to 125 billion dollars?

Mr. Bern, Yes, siv, That is right. I might point out, though, that
there is already a limitation on the authority of each ope of the cor-
porations to borrow money,

Senator Byep. All T am trying to do is to have the corporation debts
included in the public debt. Of course, it has assets, I know that; but,



PUBLIC DEBT ACT OF 1042 7

as & matter of fact, it is a debt of the United States Government be-
cause these corporations are wholly owned and the obligations are
wholly guaranteed by the Treasury.

I ain not concerned about the limitation on the debt; you may make
it $130,000,000,000; bLut, as a matter of bookkeeping, I think it ought
to be included in the public debt. i

Sceretary MoraeNTHAU, If you increase the limitation to $130,-
000000,000, we would have no objection to the amendment.

Senator VaNnexsera. Mr, Secretary, speaking of these corporations,
in the earlier part of your statement you say, “The war program now
exceeds $140.000,000,000, exclusive of commitments by governmental
corporations.”

Do you have the figure inelusive of commitments by governmental
corporations?

Secretary Morces riav. T will ask Mr, Bell to answer that.

Mr. BerL. Noj we have not.  We can get it, Senator Vandenberg,
and put it in the record.

('The information is as follows: “The total war program as of this
date is approximately $150,000,000,000,”)

Senator VANDENBERG. Let me ask you then about the net result of all
this arithmetic. Apparently we are going to have a deficit of between
$21,000,000,000 and $22.000,000,000 for the fiscal year ending June 30,
1942, including what you have to furnish the Government corporations,
The same figure in 1943 is approximately $40.000.000.000. You are
only selling Defense bonds at the maximum rate of a billion dollars a
month.

Secretary MorcEnTizAU. Yes,

Senator VaNpexsere. Where are you going to get the rest of the
money ?

Secretary MorcextHAU. Well, the rest of the money we will have to
get. from other kinds of owners of money, people who have surpluses
in tleir businesses, who are not in the defense business, States, and so
forth. Some of the States have expressed an interest in investing
their surplus funds, if they could get the kind of security that fits
their needs,

Senator Vanpenserg. Was it the purpose of this recent amendment
to the war powers bill, allowing you to route your bonds straight from
the Treasury to the Federal Rescrve bank, in anticipation of the need
that the banks will have to assuine the larger share of this debt?

Secretary MorceNTHAT. No.

Senator Vanoensera. How much of the debt is in the banks now ¢

Mr. BeLr. About $22,000,000,000 in the commereial banks,

Senator Tarr. And about $2,000,000,000 in the Federal Reserve?

Mr. Berr, Yes; about 2.25 billion dollars.

Secretary MorcenTHAU. Not to leave any possible misunderstanding
from my testimony, what we cannot get from the people’s savings,
after we have used every legitimate means to attract the savings and
earnings of people to mvest in the Government securities, when we
have exhausted all of that then we have to go to the banks.

Senator Tarr, Unless you impose a compulsory savings plan,

That would be one alternative.

Secretary MorceNTHAU. That would be an alternative.

TO0N3— 42— —2
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Senator VANDENBERG. Are you satisfied that the existing arrange-
ment will suffice to provide the necessary reservoir for these funds?

Secretary MorceNTHAU. Senator Vandenberg, as far as I can see as
of today, I can do the job.

Senator Crark, Mr. Secretary, as a practical matter, what useful
purpose does this debt limit serve under modern conditions?

We all know we are going to have to appropriate money as necessary
for the conduct of the war, and everybody knows in order to do that
you are going to constantly approach the debt limit, and whenever you
do that, Congress is going to raise the debt limit, What is the use of
having a debt limit at all? Does it serve any practical purpose?

Secretary MoreentHAU. T think it is a legal way to do it.

Senator Crark. I always had great reverence for the debt limit, but
in recent years we have always changed it whenever it was necessary
to appropriate more money.

Senator Vanpensere. It provides a revenue rendezvous for the
Congress and the Secretary,

Secretary MorcEnTHAU. It is always a useful and pleasant ren-
dezvous,

Senator VanpeNpera. Some day the war will be over.

Mr, Secretary, I am seriously interested in that problem.  When you
confront a prospective debt of $40,000,000,000 in the next fiscal year and
you are only selling bonds at the maximum rate of $12,000,000,000 a
year at the present time, it leaves a pretty serious gap, and if you are
forced into the banks it seems to me you ave foreed squarely in the jaws
of inflation.

Secretary MorcENTIIAU. Not necessarily. After all, Senator, how
we borrow the money is important,

The less we go to the banks, the more desirable it is from every
standpoint,

Supposing we even got all onr money from the banks, with the
muchinery that Congress has set up to controi inflation, we, in the
Treasury, regardless of how we horrow and how we tax, cannot
control the entire inflation situation, After all, it gets down to that.
It is variously estimated that the so-called gap hetween what we can
produce for civilian consumption and the amount of money that the
people will have in their pockets is somewhere between eleven and
fifteen billion dollars. The question is: What are you going to do
with the 15 billion—taking the top figure?

Certainly, through rationing, or, in the case of automobiles, the
complete stoppage of the manufacture of automobiles, the complete
stoppage of the manufacture of radios, you ean go a long ways toward
contmlTing inflation, through means completely outside of the T'reasury.

Senator VanpEnpere. T understand that, That detours a little from
the main theme I was pressing,

Secretary MorcENTHAU. I did not mean to detour you.

Senator Vaxpensrra. It is my fault because I threw in the infla-
tionary thought. With this $40,000,000,000 gap in the next fiscal year
and only private Defense bond sales of $12,000,000,000 a year maximum
at the present time, it seems to me you are confronted with a perfectly
terrific responsibility with respect to the remainder. I am wondering
if you arve }ully satisfied that we should not be exploring other means to
obtain these funds,
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Secretary MorgEntHAD. Well, Senator, after all, the thing you are
talking about—how we borrow and low we tax—is my prineipal job
and responstbility. We have made as intelligent studies as we know
how. 'i‘hoy change from day to day. We have estimated how much
the people earn, how much they will save, how much they can spend,
and this thing has been going on for almost a year in the Treasury.
We consult all the other Government agencies, to get the benefit of their
advice and help, and consult private industry, to get the benefit of their
advice and help, and the program which we recommended or brought
to the attention of the Ways and Means Comnittee, and hope soon to
bring to this committee, if it passes approximately along the lines we
reconmmend, for the next fiscal year, I think I ean do the job, and if I
cannot I will come up here and say so.

Senator Vanpexsera. In the final analysis, if I can just make this
concluding observation, I think it is terribly important in the post-war
psychology, that this debt should be in the hands of the American peo-
ple instead of in the hands of banks.

Secretary MoreeNTHAU. T agree with you.

Scnator Vanpexpera, I think almost any device that produces that
net result is justified.

Secretary MorceNtHAU. Now just to give you an example, on our
voluntary pay-roll deduction plan, which we are working very hard on,
over 72 percent of all the companies in the United States employing
500 or more people have now got the plan in, and we hope, within an-
other month or two, they all will have it in.

Senator BrownN, Mr. Chairman, I have a question that I would like
to ask the Secretary.,

The CrsraaN. Yes, Senator Brown,

Senator Brows, T was in Detroit, where a good deal of defense work
is going on, and I find considerable discussion about this means of add-
ing to the Defense.bond purchases. The idea is to take all overtime
pay on Government contracts and pay it in the form of r mnegotiable
Defense bonds,  IHas the Treasury given any thought to that idea?

Secretary Morcentiavu. That suggestion has been made, Senator,
and we are considering it. T do not know whether you have in mind a
voluntary plan or a compulsory plan.

Senator Brown. I talked it over with some manufacturers and I
talked it over with some of the labor people, and without binding
themselves as to their opinion, I might say that it met with a very
favorable response from both sides. In other words, the labor leaders
think that such a plan might be acceptable to the men generally. It
would be a considerable amount.

Secretary MorceNTHAU. Yes.

Senator Brown, And it would certainly reduce the purchasing power
which is highly desirable, and at the same time it would materially
increase the money avuilable to the Treasury from the various sources
from which it comes.

Senator Crark. It would also have the effect of keeping fellows
from working a few hours at overtime wages and then laying off the
rest of the day when they would be on regular wages.

The Cramrman. It is highly important that there be no overtime in
the war except through necessity.
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Senator Tarr. What percent do you now deduct under the voluntary
plan?  Does that vary with each man? Do they do it voluntarily?

Seeretary MoreexTaavw, O, yes; it is a truly voluntary plan,

Senator Tarr. It runs from 1to 10 percent ?

Secretary MorcenTiav. Something like that; yes.

Senator VAnNpeNBERG. Of course, your social-security taxes tend to
impinge on that plan.

: eeretary MorarNTau. Tt might have an effect on it, but I do not
KNOW,

The Cramryan, Mr, Secretary, I express the hope that the Treasury
will not entirely disiegard the suggestion which T made to the tax peo-
ple in the Department, just on this point and that is that every taxpayer
be allowed a deferred deduction against his net taxable income, of a
limited percent, of course, provided that it be placed in bonds, securitics
that bear no interest until after the war, and then to be repaid in annual
installments at n very low rate of interest, the whole thing to be taxed;
that is, the principal then to be taxed as a eapital gains at the top per-
cent, That would offer a fair inducement to every taxpayer to put a
part of his earnings in bunds. 1 think it would be worthy of very
serious consideration,

Secretary MorgenTHAU, I will be glad to look into it and study it.

The Cramrman. It might tend to meet some part of the gap that
Senator Vandenberg has in mind between borrowings, taxes, and debt.

Secretary MoreeNTHAU. I will be glad to study it, Senator,

Senator Byrp. Mr. Secretary, do you anticipate making any use,
more than you already have, of the Federal Reserve System in the
disposing of these bonds?

Secretary MorcentHAU. Only in this way; of course, as you know,
we use them as our final agents, Also the Open Market Committee
of the Federal Reserve has separate authority to keep the money
mgul'ket stable. We cooperate very closely with them and they
with us,

Senator Byrp. They own 2.5 billion now?

Mr. Berr., 2.5 billion.

Senator Byrp. Now, you have no plans that would contemplate »
Velé)' large expansion of the activity of that agency at this time?

Secretary MoreenTHAU. No; our plans are to concentrate every-
thing that we can on the savings of the country, to use every legitimate
means to make it attractive to the people who are working and get-
ting in defense industries to invest their savings with us,

Senator Byrp., Suppose this gap is 28,000,000,000 and it would be
impossible to sell that to the country in addition to the 12,000,000,000
that you are already selling, would you then resort to selling it to
the Federul Reserve System ?

Sccretary MorgenTHAU. Frankly, I have not thought about it.

Senator Byrn., That would be inflationary; would it not?

Socvetary MoreeNTHAU. It would be, Senator, if you do not mind
my saying 1t, in the way we have been taught to think of inflation, but
there are so many other ways today of controlling inflation, that just
through borrowing from, the banks, in itself, would not necessarily
cause inflation, because it is a question of what you do with your
money. If the goods are not there to buy, why the prices cannot go
up.
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Senator Byrp. Do you mean that the Federal Reserve System would
pass the bounds on to the banks, or would they issue certificates and
pay for the bonds that way? .

Sceretary Moraentiav. They could buy our bills, or our certifi-
cates or our bonds.  We work the thing out, over and above. We
will go to the hanks—and I must say that this past year, in our cam-
paign with savings banks, the banks have been simply grand. They
shoulder the entire expense of the handling of this thing.

Senator Byrp. I am not speaking of the banks themselves, I am
speaking of the Federal Reserve System.

Secretary MoreenTHAU, Oh.  Right now our plans do not include
asking the Federal Reserve System at this time to buy securities,

Senator Byrn., T am asking this for my own information.

This 2,25 billion dollars of bonds, how did the Federal Reserve Sys-
tem get the money to pay to the Federal Government for the purpose
of these 2.25 billion doltars of bonds?

Mvr. Bern. They bought those bonds in the market, Senator Byrd.
I think what you are thinking of is the authority under the war
powers hill to buy divectly from the Treasury. That is only intended
to be used in an emergency.

Senator Byro. 1 understand that. I would like to know how this
money comes into existence,  Does the Federal Reserve System issue
certificates in order to purchase bonds from the Federal Government
in this particular instance, 214 billion dollars?

Mr, Brern, You mean to pay for them?

Senator Byrp., To pay for them: yes,

My, Berr, No. They could, of course, issue currency to pay for
them. Whai they do, 1f they buy from a given bank in the market,
why, they just eredit that bank’s reserve account, or they could give
them currency, or they could give them a draft, either one, to pay
for them.

Senator Byrp. They do not issue currency ?

Mr. Bewe, They could. " If the bank from which they purchase it
wanted curreney, of course.

Senator Tarr. The total assets of the Federal Reserve System are
how much?  They are greatly in excess of 21/ billions, are they not?

My, Bern, Oh, yes.

Senator Tarr. Mr. Secretary, I understand when you testified on
the Second War Powers Act, you stated that the Treasury had no
intention whatever of permanenily selling bonds directly to the Fed-
eral Reserve Bank, but only wanted the power to tide over days of
particular emergency, or perhaps bad war news, or something. I
assume, after that was taken care of, the Federal Reserve Bank again
would get rid of those bonds, so they would be in a position to help
vou again the next time. That was the policy at that time?

Secretary MorgeNTHAU. That was the policy at that time, and it
was not changed.

Senator VanneNnera. Does the Treasury object to the $5,000,000,000
limitation that the House wrote in the war powers bill in respect to
the right to buy dirvect from the Treasury?

Secretary MoreaNtizav. Not if it is a revolving fund.

Senator Byrn. I the Federal Reserve System should issue currency
to purchase bonds from the Treasury, would not that be a long step
toward inflation?
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Mr. Bern, Yes; that would be inflationary, but all we would do,
Senator Byrd, would be to do that in an emergency.

Assume that we had an issue in the open market and some crisis
would come, and we could not sell that issue, the Federal Reserve
might pick that up until the crisis had passed,

Senator Byrp. What I wanted is an opinion,

If currency was issued in large quantities to purchase the honds
by the Federal Reserve System, that would be inflationary?

Mr. Bern, Yes; that would be inflationary.

Senator Tarr. In faet, if you issue bonds to the Treasury in large
amounts, they could only pay for them by issuing currency, so it
would be almost a direct 1ssue of paper money by the Federal Govern-
ment?

Mr. Bein, Yes.

Senator Tarr. Mr. Chairman, may I ask one question in connection
with Senator Byrd’s amendment ?

1 notice this 125 billions applies orly to the Second Liberty Bond
Act, Is there any borrowing power by the Government ouiside of
the act and Government corporations?

Secretary MoRGENTHAU. No.

Senator Tarr. It we would inelude Government corporations, that
would include all Government borrowing?

My, Been, Yes, sir,

Senator Tarr, May I ask one other question about this <ection 197

I do nat quite understand the purpose of the amendment dealt with
in your paragraph 4 amending seetion 19, Is that intended to give
the Treasury the power to buy its own bonds on the open market. a
power that 1t has hot now got ?

Mr, Bewr. In 1934, Senator Tafi, Congress amended the authority
under the Second Liberty Bond .Act, to give us that power,

As a matter of fact, we have exercised that authority under that
amendment, but it is a little ambiguous,

Senator Tarr. One of the purposes for which you can issue bonds
is the purchase of other bonds, if you have the power to purchase
other bonds which you are doing now, as you say.

To confer direct power on the Treasury to buy its own bonds on
the open market at any rate it sees fit, is not that a duplication of the
Tfederal Reserve banks’ power to buy and sell on the open market?

Mr. Bew, They ean do it, but we also want. that authority, beenuse,
generally when they are in the market, we are with them. We will
o “50-50.”

Senator Tarr. What I am doubtful about, this business of buying
and selling Treasury Government bonds on the open market, whether
two different departments of the Government should have the power
to do that, This seems to give the Treasury unrestricted power to
go out and buy and sell Government bonds in any amount it sees fit
from the banks. That business of buying and selling on the open
market is practically a control of bank inflation.

I just wonder if two different departments ought to have the same
power, whether somebody ought not to have the supreme power to
say l:vhether the Government should buy and sell bonds on the open
market. '
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Secretary Morerntiav, Well, what we have been doing in the last
year or two with the Federal Reserve was when they have been going
mto the market, why we have gone in with them jointly.

We have been operating with them jointly on this thing, If they
buy a million dollars worth of bonds, we take a half million of that.

Senator Tarr. What is the purpose of that?

Ought not there to be a consolidated control of that policy?

The Federal Reserve bank, for instance, can only buy on the open
market under the orders of the Federal Reserve Open Market Com-
mittee, on which there are seven members of the board and five
bankers. That vestriction was imposed because it was thought that
was the best way to control the open-market purchasing.

If we come along with this section, the Federal Reserve Open Market
Cominittee might as well be thrown out the window, because the
Treasury could buy it whether they approved it or not.

Secretary MorcENtHAU. T think t{ns, Senator; I think in time of
war and under these conditions, there has to be one person in an
exeeutive position who is responsible for raising the money. There
cannot be two.

Senator Tarr. Of cowrse, this is not directly raising the money if
we are buying the Government bonds. In faet, it is costing money
to do that, instead of raising money.

Secretary MoraesTiau. Yes; but it has a divect effect on the money
rate,

Senator Farr. You mean you want full power to munipulate the
Government bond market in any way you see fit for the benefit of the
wur program?

Secretary Mcreentiav, I would not state it that way but, in effect,
that is what it amounts to. I do not believe in these times in pulling
my punches, 1 have to do this thing under the capitalistic system
and profit system. It is as dificult a job as anybody ever had and,
in order to do that, I would like to have the legal authority to do it,
and I am willing to stand on my 8 or 9 years in the Treasury
without abuse of that power.

Senantor Tarr, Would it not be a franker way to do it. more con-
venient, to say during the period of the war the Secretary of the
Treasury shall direct the Federal Reserve Board on what power
they shall have?

Secretary MonrcexnTtiaw., No; that is not necessary, because again
being very frank. they vecognize my responsibility, and within their
legal responsibility, they ave willing to cooperate.

Senator Tarr. May I ask whether there was a statement sone-
where—T ¢tid not think it was accurate-—that this was to be used in
comneetion with this power, the Second War Powers Act. that the
money to buy these bonds on the open market was to be. in effect,
borrowed from the Federal Reserve banks under the power of the
Second War Powers Act, to borrow the money from the IFederal
Reserve hank and go ahead and buy bonds on the open market? Was
that & mistake? I assume it was.

Secretary MorceENtiau. That is a mistake, and I again stand on
my record.

Senator Tarr. That was on the ticker, or some news report,

Secretary MoreeNTiTaw. I have been there for 8 years, When vou
are dealing with money it is a question of confidence. T think T have
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been fortunate enough so far that T have had the confidence of the
{financial community. If I did anything like you suggest, I could
lose it overnight, and I want to keep it.

Senator Tarr. What I am a little bit concerned about—and this is
a permanent change here—-is the fuct, when you had the Federal
Reserve Bank Board amendments, the Congress deliberately took
the Secretary of the Treasury off the Board, Congress deliberately
went about making the Federal Reserve Board an independent agency
of the Government.

Now, I have o feeling that it ought to be confined to wartime, and
there ought not to be a_permanent change in the whole relationship
of the Treasury and the Ifederal Reserve Board.,

Sceretary MoreeNtiau. Well, as far as I kinow, there is no com-
plaint that T have had from the Federal Reserve Board that they, in
the first place, object to the present relationship between the Treasury
und the Federal Reserve.

As I say, I think any statement or promise that I make for the
future is not nearly as important as what I have or haven’t done in the
last 8 years.

Senator Tarr, I was only questioning whether this should be just a
wartime poliey, as to whether any changes you make ought to be con-
fined to the period of the war, -

The Cuaryan, Any other questions?

Senator Daxanrr, Just one, Mr. Chairman, if I may.

The Cuamaan, Yes, Senator Dannher,

Senator Dananeg. Mr. Secretary, turning again to that same section
4, how much would you be limited 1f the language in lines 6 and 7 on
page 3 were taken out, the alternative clause commencing with the
word Yor,” “or any other money in the general fund of the Treasury”?
How serious a limitation would that be on your proposed operations
under section 4, as amended, if we were to take out the language “or
any other money in the general fund of the Treasury”?

The Ciamman. Where is that language ¢

Senator Dananer. Page 3, lines 6 and 7.

The CHarRMAN. You ave reading from the bili?

Senator Davaner. Yes; T am. .

Secretarv MoreExTtinau, Will you give me a minute, please?

Senator Dananzer, Of course,

Mur. BeLn. The only thing that would do, as I see it, Senator Dana-
her, would be to confine us to the proceeds of the sale of Government
gecurities.

Senator Dawaner, That is right,

Mr. Berw, That is money that goes into the general fund, such as
taxes and other receipts, that is commingled. We do not separate it,
1 do not see ihere it would hamper our operations a lot. During these
times we always have the proceeds from sales of (*overnment. securi-
ties in the general fund.

Senator Tarr. If you take it out it would more or less imply that
you would only buy over a brief period as you sold. I mean it would
e used as a method to deliberately go out and reduce the Government
debt.

Mr. Berr, That certainly would not be wrong. would it? We have
that authovity under the statute of 1881 and when there is surplus
money in the Treasury, the Secretavy can go out and buy securities
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at uny time at any price. This clarifies section 19 of the Second
Liberty Board Act, only. He can do it at any time, and all it
amounts to in effect is the refunding of the outstanding debt, that
is all it amounts to, and it puts him in the position where he can go
on the market on the most favorable basis.

Senator Tart. Would you say after v« 1 have bought in these bonds
you can reissue the same bonds, or does that terminate them?

Mr. Bern. That terminates them. They are redeemed.

Senator Tarr. Any action you took under this section, if you re-
deemed those bonds it would terminate them and you would have to
issue other bonds?

My, Bern, Very definitely.

Senator Vanpennerg, I would like to ask this further question, Mr.
Secretary, Your statement says, “The war program now exceeds $140,-
000,000,000 exclusive of commitments by governmental corporations.”

Are your defieit figures based on the assumption that the entire
$140,000,000,000-plus will be expended within these 2 fiscal years?

Sceretary MoreextHAU. It Will have to be.

My, Brrn, Noj no.

Al we are spending in this fiscal year is $24,000,000,000, and in 1943
is $53,000,000,000, and we spent over $6,000,000,000 in 1941, so that out
of the progran you have got about $83,000,000,000.

Senator VANDENBERG. S0, looking ahead, you are only figuring on the
Government’s reaching a tempo where it spends $77,000,000,000 out of
thii $14(),O]00.'OO(),000 that has already been dedicated to the war effort;
ig that right?

Mr, Berz. We fignre $83,000,000,000 or $84,000,000,000.

Senator Vanpensera, That is plus what has already been spent ¢

Mr. Berr. That was in the $140,000,000,000 program that began in
June 1940.

Senator VanpeNnere. This is based on about a 50-percent expendi-
ture of the appropriations?

Mr. BeLr, We‘l. the %$140.000,000 figures include appropriations,
contract authorizations, and recommendations pending before the
present Congress.

Senator Tarr. Tt was estimated in the Senate the other day that that
$140,000,000,000 would run to the 1st of Junuary 1944,

Senator Vannexserg. What I am getting at is the debt increase
which we are now authovizing only represents about one-half of the
oi\l-;mnditlu'os of the money we have already authorized for the war
effort.

Mr. Bers. That is right. :

Senator VanpeNsrere. So there s not any question as to where we will
go on this debt limit after we get through with this little coroner’s
jury. :

and we will be back then for another hearing.

Senator Vanpennera. And then you contemplate in June 1943 there
will still be about $60,000,000,000 of the present authorization to take
care of, to say nothing of what we think of in between ?

Mr. Ber. That is right; yes, sir; plus whatever additional taxes you
want to levy at that time to take care of that addition,

'

Mr. Brun, We contemplate that that will take us up to June 30, 1943,

e

TR
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Senator Dananer. Mr. Chairman, statement V of these Summary
statements is u statement of obligations of corporations and credit
agencies guaranteed as to principal and interest as of February 28,
1942. Could this be supplied for our record, that it may be incor-
porated in full?

Mr. BeLn. Yes, sir,

Senator Daxaner, I would like to ask permission, then, that state-
ment V appear in the printed record at this point, It will be sup-
plied by Mr. Bell.

The Cramrman, Very well,

{The statement referred to follows:)

V., Obligations of corporations and eredit agencies guarantecd as to principal and
interest as of Veb. 28, 1942

[Tn miltions of dollars]

Gutsianding obligations !
Limit of ——

Corporation or ageney authority ‘
Total Matured 2 { Unmatured
Commodity Credit Corporation . .. .. $2,650.0 $0.1 701, 1
Fedoral Farm Mortgrage Corporation . 000, 16, 4 @37, 1
Federal Housing Administration .. . 34,3000 . 20.4
Home Owners' Loan Corporation_ .. 14,7500 6.4 2,408.9
Reconstruction Finanee Corporation.. B 88,873, 4 1, 4415
‘I'ennessee Valley Authority 861.8 R .
U, 8, Housing Authority . ... . A 7800, 0
U, 8. Maritime Commiisston . ... L 3200.0
Total .. ... ... e L] 26349

1 Exclusive of obligations owned by the Treasury,

2 Funds have been deposited with the Treasurer of the United States for payment of all obligations
guaranteed hy the United States, representing outstanding matured prineipal amounting to 23.4 million
and {nterest of 2.4 miliion,

3 Limit of authority to insure mortgages. This amount may be inereased by $1,000,000,000 upon ap-
proval by the President,  Debentures may be issued and tendered only in exchange for insured property
acquired through foreclosure,

+"I'he Corporation was authorized to isstue honds for an amount not to exceed $4,750.0 miiilons to be ex-
changed or sold to obtain funds for financing home mortgage loans or for the redemption of any uf its out-
standing bonds,  Its authority to make loans expired on July 13, 1936, and the ahove limit may only he
inereased for the Yurnuso af retiving its outstanding bonas by an amount cqual to the araount of the bonds
to be retired ch would not affect the net amount outstanding after June 13, 1036,

11 amonnts of cutstanding loans and commitiments under indefinite authorizations,
o ! of $%4,300,000 issued on the credit of the United States and held by the Reconstruction Financo

OTpPOTAal n

7 The limit of $200,000,000 on the amount of issues may be increased only by the amouwnt of the issues for
refunding purposes,

3 Limit which may be outstanding at any one timo with regpect to the insuring of mortgages and the
issuance of dehentures, o

¢ The total amount of assets of these corporations and azencies is in excess of the total amount of labili.
ties, including obligations guaranteed by the United States,

Note,  Fleures in this statement have been rounded to the nearest tenth of a million and will not nec.
essarily adid to totals,

See statement VI for status as of Jur, 31, 1942,

L

Senator Byep., As I understand it, the corporations are authorized
to contract obligations to the extent of $23,000,000,000.

Senator Danauer. $23,634.9 million.

Senator VANDENBERG. You mean that is in addition to the $140,000,-
000,000?

Senator Dananer, Yes,

Senator VanpENsera., So that makes it over $160,000,000,000. How
much is that?

Senator Danatrr, $23,634.9 million.

Scnator VANDENBERG. So it is really $163,000,000,000 that we are now
conmitted to?
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Senator Tarr. This is only authority to borrow; this is not the pro-
posal that that be borrowed.

Senator VanpeNsera. That is bed enough, L

Mr, Bein. And many of these corporations ave now limited to
refunding, such as the Home Owners’ Loan Corporation. Its husiness
is liquidation, o

Senator Dananger. These were not Treasury obligations anyhow.
These were what Congress authorized.

Senator Brow~. Mr. Chairman, 1, for one member of the commit-
tee, would be unwilling to vote for the present amendment without
hearing from the Government agencies that are involved. I am fairly
familiar with the Commodity Credit. 1 had a good deal to do with
the Commodity Credit, as some members of the committee know, and
the Reconstruction Finance Corporation. We are dealing with a sub-
jeet matter upon which I do not think the views of Senator Byrd and
the Treasury shonld be final. T think if we are going into that subject
matter, we should find out what those who operate these corporations
think about it.

Senator Tarr. Mr, Chairman, may I just answer that?

Senator BrowN. I was not quite through.

Senator Tarr. Go ahead.

Senator Brown. If you will pardon me for a moment.

Senator Tarr. Go ahead,

Senator Brown, We are dealing with financial operations of cor-
porations that have very considerable assets of their own. I recognize
that the R. I'. C, in recent years has depurted considerably from the
principle which was originally laid down, that is, making only such
loans ‘on which they had a reasonable assurance of repayment, but
some very major part of their operations are bona fide banking trans-
actions in which their money is used over and over again.

I do not know just what effect the Byrd amendment will have on it.
If Senator Byrd would propose that the Treasury list the contingent
obligations of the Government, I would not have the slightest objec-
tion to that. That is what they are, in the main,

It Commodity Credit could sell out, today, as was stated on the floor
of the Senate the other day, there would not be a nickel lost to the
Government of the United States. They have got ample assets to cover
every dollar that they owe the R, F. C. or Treasury, or whatever agency
it is that they do owe this money to.

I do not suppose it would be conceded that there is an actual loss
in the R. F. C. today, although I cannot make that statement with the
same confidence as 1 can with respect to the Commodity Credit. To
mix this thing up with the general debt limitation, when these are not
debts and are not obligations in the main which the Government will
ever have to pay, it seems to me somewhat illogical.

The Cmamman, May I ask, Senator Byrd, have you offered an
umendment, Senator?

Senator Byro, Yes, sir.

(The amendment referved to follows:)

Oun page 1, line 7, after the word “Act”, insert the following: “and the fuce
anmount of obligations lssued by any ageney or Instrumentality of the United
States which are unconditionally guaranteed ns to prineipal and interest by the
United States,”
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Senator Tarr., Mr. Chaivman, may I point out that the Treasury
has already declared a policy that they will not permit these Govern-
ment corporations to borrow from the publie, that they must go to the
Treasury and borrow it,

Senator BrowN, We authorized additional R. F. C. capital the other
day with which the Treasury has nothing to do,

Senator Tarr. I will ask the Seeretary if I am not correct that the
Treasury has, in effect, told these corporations that if they want any
money outsice of what they have got they must go to the Treasury and
borrow it from the Treasury and not from the publie. Is not that a
correct statement?

Secretary MorcenTiav. No. T do not operate like that,

Senator Tarr. Well, in effect, is that not true?

Secretary MorceNTHAU, There is a fundamental difference, Senator
Taft. The calling up. the consulting with_these people, and saying,
“In order to accomplish the job which the President has given me to
borrow this money, would it be agreeable to you, gentlemen?” That
is quite a different thing.

Senator Tarr, After it was agreeable, you issuned a press release say-
ing that was the policy of the Government hereafter, did you not?

Secretary MorcexTirav. T announced it to the press, but each head
of each one of these agencies had ample time to consider it and they
were glad to have me do it for them, because we are able to borrow
the money for them cheaper than they could borrow it for themselves,

Senator Tarr, Mr. Chairman, what I want to point out is 1 think
that is o very wise policy, and the effect of the Byrd amendment is
to incorporate it directly into legislation. That in etfeet, the Treas-
ury limit shall include these other corporations.

I see no particular reason why the Treasury should not have the
final veto power on whether fully guaranteed Government obligations
shall go out in the hands of the public.

S0, Lam very much in favor of the principle of the Byrd umendment.

The Cuamyman, Has the amendment been submitted to you, Mr.
Secretary?

Secretary MoreentHAT. No.

(The nmendment was handed to Secretary Morgenthau,)

Secretary MorcexTHAU. May we have a chance to study it?

The CHARMAN, Yes, sir.

Senator Bynp. Mr. Rice, of the Drafting Bureau, drew the amend-
ment.

Mr. Ricr, The amendment as drawn is very simple. It goes in on
page 1. The amended section 21 of the Second Liberty Bond Act
wonld read as follows:

Ske. 21, The face amount of obligntions jssned under the authority of this act—

that is the Second Liberty Bond Act—
and the face amount of obligntions issned by any ageney or instrumentulity of
the United States which ave wnceonditionnlly guaranteed as to prineipn) and
interest by the United States shall not exeeed (o the aggregate $125,000,000 000
outstanding st any one time,

So that obligations issued by the Treasury under the Second Lib-
erty Bond Aect and all of these obligations issued by Government cor-
rorations and other agencies will be included in that aggregatr of

$125,000,000,000.
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Senator Byrp. I am entirely willing to accept the suggestion of the
Treasury that we increase the total to $130,000,000,000. ~ As I under-
stand it, the outstanding obligations are $4,500,000,000. 1Is that
correct?

Secretary MorceNTHAU, Mr. Chairman, could we have 24 hours to
study this proposed amendment?

The Crareman, If you desire it, Mr. Secretary. Of course. we
would like to report this to the Senate and get action at an early time,
but we probuably would not report it before Monday anyway.

Secretary MorceNtHAU. My people tell me they could have it ready
this afternoon,

The CHammax., We might have a meeting of the committee tomor-
row mornhing,

Can the committee meet in the morning?

Senator GUrFFEY. I want to vote against the Byrd amendment. T
am in favor of the Iouse bill as it was submitted to the Senate, and
if T am not here, I want to be so recorded.

Senator Byep, I just want to make this statement, Mr. Chairman,
T have no objection whatever to listing the assets of these corpora-
tions, I think, as a business matter, 1f these debts are guaranteed,
and they are made by the completely Government-owned corpora-
tions, that they are just ax much a debt as any other debt. If they
\{:mt to list the assets, it is entirely agreenble. I thiuk it should be
done.

It would give a clear picture as to what the debt of the country is and
the assets,

Senator Rapcrarre. Senator Byrd, in listing the assets, would yon
attempt to value them?

Senator Byrp. T would lenve that entirely to the Treasury.

b b;m;utor Ravcurre. Merely listing the assets would not hurt any-
oy ?

Senator Byrp. T am not trying to expose any losses of these cor-
porations. Simply as a matter oﬁm)per bookkeeping, I would like to
see the total debt of the Governiment given, and not a partial debt.

Mr. Bern, We do publish it, Senator Byrd, right along with the gross
public debt, .

The CuArrMaN., Would yon like to have some time on that$

Secretury MoraenTHAU. My attorney says there are at least cight
different corporations involved and he thinks we should examine their
charters and their statutes,

The CHAIRMAN. It seems to me that this amendment is a very im-
})m'tant one, 2 most important one, and I think the Treasury should
iave a chance to look at it,

Seeretary MoreeNTHAU. T would like to withdraw what I said in
regard to being ready this nfternoon.

Senator VanoeNgera, Could not we meet Monday morning ¢

The Cratraan. Perhaps we better meet agnin Monday, to give him
tinie to look into the amendment over the week end.

Now, Senator Byrd. do you wish to ask Mr. Rice anything else?

Senator Byro. Yes: I will ask Mr. Rice to confer with the Treasury.

Mr, Rice. 1 think I should point out, Mr. Chairman, thot this
amendment would have the effect of nmen(iing the organic act of these
corporntions,




20 PUBLIC DEBT ACT OF 1042

The CramrMAN, Certainly it does,

Mr, Rice, For instance, the R, F. C. has power now that it has not
exercised, Tf the debt e to $120,000,000,000 and the debt limit was
$12.) 000,000,000, they would {ry to beat llw gun on the other cor pora-
tions to nrvt theirs out.

It tlwv got theirs out first, nobody else wounld be able to get theirs
out until \(mmlav(ltln&dvht limit again. It does have that effoct.

The CramryaN, It does, in effect. modify the organic act ol every
agency.

Senator Byen, Tt only madifies it, Mr. Chaiyman. in providing that
the debt of the cor ])()1.1(1011\ be included in the total Governiment debt,

The Cramryan, That is true, Sehator,

Senator Byven., Tt does not modify it in any other direction, as I
understand it.

It simply says these obligations shall be included in the total publie
debt anthorized. T am willing to make that debt auy amount that
the Svcretary thinks it <hould be. He suggested an inerease of
$5.000,000,000,

I notice here he estimates on June 30, 1943, a debt of $110,000,000.000,
This would give 1 margin of $20,000.000,000, assuming that the present
obligations are $4,500,000,000,

Secretary MorceNtiav. If we have the time, Mr. Chairman, we
would be ready Monday morning.

Senator Vaxpext -re. You would not want to report this bill on
Fndu\ the 13th anyway.

The CHMRMAN. No.

Senator Bygp. I want to get it clear that it is not my intent to amend
the charters or the acts of any of these corporations,

The Cramraan, It i sa definite limitation on the or ganic acts of all
these operating .1gonc s,

Senator Byrn, Except to the extent that the total obligation shall
not exceed a certain Amount

The Cramyan, It i« a very definite limitation. We would have
them all running a race to get under the wire.

Sonator Byro, I think, Me. Chairman, the time has come that these
cnrpnrutions should some way be Lrought under the control of the
Treasury. T hey have no right to draw $23.000,000,000, T do not think
it is the proper way to do the financing of this Government at this time.

We have 10 or 15 outside agencies,

Senator Brown. Senator B\ld each one of them is authorized to do
so by acts of Congress.

Senator Byro. They ave not authorized for speeific things, They get
a blanket author ization of two or three or four billions of " dollars with-
out saving what they are going to do with it.

Senator Brow. T think thov are specifically directed.

Senator Byrp, The R. I¥. C. 1s not speclﬁcallv directed.

Senator GurrLy. You do not want (o list the assets. too?

Senator Byrp, Yes; we want to list the assets, too,

Senator Gurrey. All the assets of the United States Government we
ought to have in there.

Senator Byrn. All the assets recoverable i in terms of dollars; I think
that should be done. 4ll T am asking for is to have a balance sheet
that some ordinary person can understand.
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Mr. BeLr. We publish that every month, Senator Byrd, and in our
daily statement, and we submit it in the report to Congress once a
year, It has been delayed this year,

Senator Rancrirre. I understand, Senator George, he not only wants
it listed but he wants some evaluation, I understand the balance sheet
has to give some record of the value. If you list the liabilities without
some censideration of the assets, your balance sheet is not conclusive.

Senator Byro, I am entirely willing to leave it to the Treasury to list
the assets—wlhat they estimate the value to be. I think that is the
proper way to do it,

The Crarman. Mr. Secretary, would you be able to be down at
10 o’clock on Monday, or would that be too soon?

Secretary MoreeNtHAT, Would you want me?

The CrarmaN. T menn the representatives of the Department.

Secretary MoreeNTHAU. The Department can he here at 10 o’clock.

The Crarrman, Perhaps 10: 30 would be better. Would 10: 30 be
more convenient?  If so, we will postpone the further consideration
of this particular bill—H. R. 6691—until 10: 30 on Monday.

Senator Vaxpensera. I would like to ask the Secretary just one
further question, in order to maintain the continuity of the record:
Are you still in favor of the repeal of the Silver Purchase Act?

Secretary MoreEnTHAU. Yes, sir.

Senator Vaxpenpere, Thank you.

{Whereupon, at the hour of 11:45 a, m.,, the committee adjourned
to 10:30 a. m. Monday, March 16, 1942.)






PUBLIC DEBT ACT OF 1942

MONDAY, MARCH 16, 1942

Unrrep STATES SENATE,
Cosnrrrrr oN ITINANCE,
Washington, D. C.
The committee met at 10:30 a. m., pursuant to adjournment, ire
room 312, Senate Office Building, Senator Walter F. George (chair-
man), presiding.
The Cramaan, The committee will come to order, please.
Mvr. Bell, have you any report to make on this amendment this
morning? )

STATEMENT OF DANIEL W. BELL, THE UNDER SECRETARY OF THE
TREASURY

Mr. Bewr. Mr. Chairman, as to the first part of the amendment,
which includes the authority to issue guaranteed obligations within
the limitation on the regular public debt, we have one suggestion
to make. At the end of the first amendment we would like to add
the words—
oxcept such gunranteed obligations which are owned by the Freasury Depart-
ment.

In other words, they are already in the public debt, and we did
not want to include them twice,

Senator Byun. That is perfectly satisfactory.

Mr. BerLr. We have no real objection to the amendment, although
we (o not want it to delay action on the bill, because we have to
have this nuthority by the end of this month,

Senator Duavis, What investments does the Treasury have that
this would be in conflict with? :

Mr. Bern. We own $2.100.000.000 of auaranteed obligations which
are already in our gross public debt. If we followed the policy that
we are now following. all of the guaranteed obligations will eventu-
ally be in the public debt, because we are taking them over as they
nmature and refund them into Treasury obligations. As these agencies
have no cash. we give them the eash and take their obligations, So
that within the course of 3 years all of the guaranteed public debt
will be in the gross public debt.

Senator Vasprvnera. And all of the property owned bhv these
corporations will then be behind the total national debt, instead of
special sectors of it?

Mr. BeLr. That is right; yes, sir.

The Cuaryan. What about the second provision of the amend-
ment, Mr. Bell?

Mr. Brrn. We have suggested an amendment at the beginning.

of the section to say:

Beginning on the first day of the second month foliowing the effective date
of this Act, any officinl report or statement lssued by an ageney.
23
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That is to give us time to change our accounting procedures and
instruetions,

The Cnamaran. I suppose there is no objection to that, is there,
Senator?

Senator Byro, No.

Mr, Brin, I would like to comment on that in this way: We have
two public debt statements, one that is issued the day following the
end of the month, and which we eall a preliminary public debt
statement,  The statement for the 28th day of February eame out
on the 2d of March. We list all oulstanding securities and show
one figure as the total gross publie debt, and right below it we show,
in memorandwm form, the total guaranteed debt.

Now, on the formal public debt statement which comes out nsually
weeks later because of the nmny items in transit, we show a detailed
statement of the publie debt of the United States and then on the
following page we show a detailed statement of the contingent liabil-
ities, which includes the guaranteed debt. Now, contingent liabilities
include many things that are not considered as guaranteed debt, such
as the Federal Reserve notes and the postal-sayings deposits,

Senator BrownN. IHow are the Fe(\oral Reserve notes contingent
liabilities?

Mr. Bewn, Federal Reserve notes are obligations of the United
States Government, and if the assets of the Federal Reserve Systemn
are not suflicient to pay off those notes, the Treasury will pay them.

Senator DBrowx, This amendment of yours would exclude the
Federal Reserve notes?

Mr, Brrr, Yes, «iv: we are only taking in the formnal debt obliga-
tions issued by the corporations and eredit agencies,

Now. I would like to see that amendment eliminated and T think
we can take care of Senutor Byrds suggestion by just adding a
line to our regular statements, and we are glad to do that if that
i» -atisfactory, .

senator Byrn, You would not put in there these contingent Habili-
ties that you have mentioned, that are actually not liabilities?

What T am getting at is to get a frank statement of the debts
of the Government, less whatever assets they may have,  \s T under-
stand it, you have the contingent liabilities.

Mr. Bern, Yes, sir. .

Senator Byrn. Such as guaranteeing the Federal Reserve notes,
I do not think that is a liability.

Mv. Berr., That is a contingent lability which ought to be noted
on any balance sheet you get out.

Senator Byro. It s not an actual liability. Would not that con-
fuse it! If you issued a statement ineluding the notes of the Federal
Reserve System and postal-savings accounts, things of that kind.
will not that confuse an understanding of what is {he actual iability 2

Mr. Bern, T think we ought to publish the contingent liabilities.

Senator Byrn. T have no objection to that I just wanted a separate
statement, if possible, including these corporations.

Mr. Brenn, My suggestion is this, Senator Byrd, that under the
figure of total gross debt on our two published debt statements, one
preliminary and the other final, we add a line, “total guaranteed
debt” and put that under the total gross debt, and then total them,
total gros« debt and guaranteed debt,
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Senator Byep, That will be done on your daily report, Mr. Bell?

My, Brrn, That will he done on our monthly reports. We do
not have detailed veports daily. )

Senator Byen, T got a report each day of the month of the publie
debt.

Mr. Bern, We do not give out a detailed report each day, but we
do show the gross public debt at the end of each day on the daily
report. . We could put a line under that “gaaranteed debt” and come
down to the total gross debt and guaranteed debt,

Senator Byrn, Each day?

My, Brrr., Each day.

Senator Byrp, That will be entirely satisfuctory.

Senator Brows., Where would the gold come into the picture then—
the Federal Reserve bank’s gold?

Mr, Brnr. That would come on page 1 of the daily statement of
the Treasury,

Senator Browx. I am not talking about free gold that the United
States owns, but the gold which it lolds and issues certificates to the
Federal Reserve bank for. What would be in back of the Federal
Reserve bank's money ?

Mr, Bru That would not change, Senator Brown., We would
still show the total gold in the monetary system,  Then we show the
liabilities agninst the gold. Our total gold at February 28 was
$22.704,000.000.

Senator Brow~, Is that the property that the Federal Reserve
Bank is the equitable owner of/

My, Brrr. The titie is in the United States Government.

Senator Browx. The Federal Reserve bank is the equitable owner
of ie?

Mr, Berr. They bave an interest in it, T would say.

Senator Byrn. Certificates have been issued against it.

Senator Brow~. They honght it with their money.

My, Benn, Let me say as to the liability against the gold, one ix
the outstanding gold certificates of $2,876.600000 which have actu-
ally been dssued and sent to the Federal Reserve banks, and then
we have $17.657.000.000 in the gold certificate fund, which is no more
than a credit on our hooks, for which they can catl for gold certificates.

Then we have $156,000,000 gold reserve for the so-called green-
hacks, $1.800.000.000 gold for the Exchange Stabilization Ifund, and
ahout $173,000,000 of gold in the general fund.

Senator Byep. You do not regard that as a nonobligated asset?

Senator Browx, The $17.000.000.

Mr. Ber, No, sir: T do not,

Senator Byrn. What vou call the stabilization fund is the only
part of it?

Mr. Bern, Theve is also $173,000.000 in the general fund.

Senator Browx. In other words, the taxpayers of the United
States have no interest in the $17,000,000,000 or the $2,000,000,000?

My, Brrr, Tn effect, no.

Senator Browx., That belongs to the depositors in the Federal
Reserve banks?

Senator Byro. They have an interest in it when the gold moves
down to its normal price. Somebody would have to pay a lot less,
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Mr. Bere. The gold certificates which represent the gold are the
property of the Federal Reserve banks.

Senator Byrn, Suppose the gold should go down to the vrice that
existed before the $35-an-ounce price, there would be a loss of seven
or eight billion dollars.  How would that be financed?

My, Beu, If the weight of the gold dollar should be inereased,
the difference would be financed through an appropriation to be made
by Congress,

Senator Bysp, An appropriation?

Mr, Bern. Yes, sir.

The Gold Reserve et provides that,

Senator Vaspensera. How much gold do you buy now?  How fast.
is it still coming in?

Mr. Brr, It is not coming in, ‘Senator.  In the last 3 months we
really lost gold on the balance, but very smuall. We are still getting
some small shipments of gold.

The Cramyax. How much silver are you getting in, My, B1l?
How much are you buying?

Mr. Bern, We bought 10,000,000 ounces in the United States from
January to December 1941,

Senator VanorNsera, Silver?

Mr. Berw, Silver; yes, sir.

The total was 143,000,000 ounces of silver; 70.000,000 was newly
mined in the United States and 72,600,000 mined alroad.

Senator Vaxpexsere. That is over what period?

“Mr, e The 12 months ended December 31, 1941,

We ure not getting very nwuch silver from abroad at the present
time because it is going into the market at a little higher price than
what we are offering.

Senator VanoeNnere, You paid for the silver at what rate?

You bought the dowmestic silver at seventy-odd cents?

Mr, Bernn, Yes, sir.

Senator Vaxpexnerd. How much?

Mr. Brow, $50.000,000 is what we paid for the domestic silver at
a price of 71.11 cents,

Senator Vaxpensrre, And how much did you pay for the foreign
silver?

Mr, Berr, The silver that we are now buying we are paying 35
cents for. It avernges about 50 cents,

Senator Vanpensera. The average foreign silver price is 50 cents
for the last year?

Mr, Benr, That is the average since 1934, Senator Vandenberg, In
the last year we paid about 35 cents for silver,

Senator Vanvexsens, That is what T thought,

The Cratrdan, Does the Treasury have an objection to the amend-
ment proposed by Senator Byrd on page 1, line 6¢

Mr. Bern, The fivst mmmendnient we have no objection to, if it is not
going to delay the passage of the hill.

The Craamyan. That is the only objection to that !

Mr, Beru, Yes. We need this authority promptly.

The CuamMan, Does this $130,000,000,000 afford leeway for the
operation of these agencies of Government who ave issuing evidences
of debt which really is guaranteed by the Treasury?

.
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Mr. BeLr, Yes, sir; I think so.
Senator Byrp. You lmve got about $70,000,000,000 leewny, haven’t

you?
Mr. Brrr, Yes, sir. The debt at the ‘)reqont time is $62,500.000.000,

'Phe CHAIRMAN. This will do for another year at least, you think?

Mr, Brri. That is right. That is what was contemplnted when we ’

submitted the $125, 00)000 000,

The Caamrman. And you are making the snggestion that you have
made to Senator Byrd to take the plncv of the second amendment on
page 5, is that right? You would rather not have that amendment ?

M. Berr, 1 would rather not have th: af, and T think we can do what
he wants without legislation.

Senator Byen. I'am willing to eliminate that, Mr. Chairman,

What I think the Treasury proposes to do is e\act]v what I had in
mind. I want to u)mphmont the Treasury. They lmve been con-
tinually improving their iinancial reports,

The Cramaran. I think 50, (oo, nlt]:ou"h I am not an expert on
interpreting them,

Senator Brown, T was very a;neeable to section 7, but <0mewhat in
doubt as to the first amendment proposed. and I ]md an oppoalte view
to that which Senator Byrd and Mr. Bell take. .

Senator Byrn. The (mlv thing T ean think '1hout section’ , it says,
“Any report or statement issued l)y any agency,” and so forth. There
may be some confusion in that “any sintement. %1 do not #how how
many they issue. If you just ])ut it on your daily statefhent and
monthly statement, I think that is sufficient, £

Mr, Brrr., Well, any other statement that wofld be issuéd, at least
officially, would be based on our daily Treasury statement, and our
formal debt statement which comes out at the end of the month.

The CHAIRMAN. Arve there any other questions? | &

Senator Browx. I would like to aks ns to whetheF or not there
has been any consultation betw. een the R, F. C. and the Treasury, or
any of these (mvel nient agencies that would be affected by this new
limitation ? )

Mr. Bern, Not by us, Senator Brown,

Senator Brows, What are, at the present time. the authorization
limitations of the R. I, C.? How much may they borrow?

My, Brrn, The last total which they could borrow was $8,873,000,000,
as we caleulate it.  That is the total over-all limit.

Senator Brown. The recent one was $2,500,000,000,

Mr. Brrrn, There is one pending before the Conwress yes.

Senator Brows. T think our committee passed it.

Mr. Bewr, I think you did; yes.

Senator Brows. Is that ineluded in the $8,000,000,000 ¢

Mr, Brrn, No. sir: that is not.,

This is as of Fehru: ary 28,

Senator Broww. That wonld be about $10,500,000,000

My, Berrn, About $11,000,000,000.

Senator Brows, ()utsiandmw in the R. F. C. Are there any other
agencies?

“Senator Byrp, Ts any of the R. F. C. owned by the Treasury now?

My, Bern, Yes.

S.nator Byrn, That would be included?
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My, Been, Well, that is already in the public debt.

Senator Byrn. Is not that deductible then from the $10,000000,000?

Mr. Berr, No, siv: that comes within their limitation to borrow,

Senator BrowN. What other authorizations ave there?

Senator DaNaHER, Sehator, look at page 16 of the hearings, right
in front of you.

Senator Byro. The R. F. C. is constantly collecting money in, is it
not?

Mr. Brre, Yes, sirg and the R, F. C. can use any receipts it gets for
further loans.

Senator Vanpexperc. They could even start building rubber plants,
if they wanted to. could not tllo\ 4

My Bern, Their authority is pretty broad, Senator Vandenberg,

I do nét know whether they could build a rubber plant or not,

Senator VANDENBERG, ’Ihev will get around to it some day.,

Mr. Beur. There is quite an item there, Senator Brown, for Home
Owners' Loan 750,000,000, against which they have outstanding
$2,415.000,000,  You should res Wl the footnote on that.

Senator BrowN. There cannot be any addition to that now!?

Mr, Bern. No, sir, They are a llqmdatnm corporition,

Senator Browx. They are liquidating. they are all through. but
actually we ave putting in this $130.000,000,000 lintit: is that wrht‘

Mr. Benu, Yes.

Senator Brow~. You are actually reducing that by the outstanding
authorization of §23,000.000.000¢

Senator Byrp, No: it is not that much.  You see, the limit of the
authority is $23,000,000,000, and they have already about $6.000,000,-
G0} mlurhlv, alvendy l\\ll(’(] that makes $17 000 000.000),

Then - you have to take off the Home Ownoers' Loan.

Senator Br OWN, Well, you have got $2,50,000.000 pending with
the R. I, C.

Senator Byrp., It is about $£500,000,000, ix it not, in that neigh-
borhood ?

Mr, Benn, Wello we ave contemplating putting in issues that come
along hereafter for corporation und credit agencies in the public
debt of the United States.

Senator Byrp. Tt vou do that, it is really only a question of
about $4.500,000.000 and the debt limit is raised $5.000.000.000, so you
are gaining by it instead of losing.

Mr, Brrno As T see it. it is 1u-t a question of the outstanding
$5,600,000,000.

Senutor Byro. T understood you to say $4.500.000,000,

Mr. Beui, Senator Taft, I believe, arrived at $Lo()()(100()00 by
(1educ]tm<y the $1, 200000000 which we will refund in the next 12
months

Senator Byrp. In other words, it is not increased. The subsequent
issues we can finance out of the Treasury anyhow,

Senator Brow~. As a matter of fuct, we have a leew ay of $70, 000 -
000,000, and T imagine Mr. Bell will be back again the next yvei

The CiAmRMAN. Ave there any further qnvxtmns. gentlemen'? Al e
there any further questions of any of the other staff who are present?
If not, we thank you, Mr. Bell, for coming back this morning,

Senator RapcLirre, Scnator Goowo T understand section 7 is to
be eliminated., Senator Byrd is not asl\mg for section 7.
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Senator Byrp. I think if the Treasury objects to it, it will not be
necessary, in view of the fact that they have introduced practically
the same thing themselves,

Mr, Berr. We do not object to it, Senator Radcliffe, but we do
not need legislation. We are glad to do it.

Senator Byrp. As long as the Treasury has been very cooperative
about including the statements, I prefer just to leave 1t to them to
do it, if they are going to do it.

Senator Rapcuiere. I suppose it will be the policy of the Treasury
Depnrtment, when they list these various obligations culled for in
section 7, also to make come estimate as to the value of the assets.

Senator Byrp. I suppose so.

My, Brnn, I am afraid not, beeause we publish this daily, and
I do not think we could make n duily valuation. Whatever valua-
tion we could make would not be worth very much. It would take
a corps of engineers to do that.

Senator BrowN. You would have to take the R, F, (. estimate, the
R. F. C. statement,

Mr, Brrr., That is right. We submit an annual consolidated state-
ment of all of these corporations and credit agencies, and undertake
to give some valuation, based on the reports of the agencies, and
I think that is about as far as we can go.

Senator Rapcrnirre. I mean if you print a statement showing the
value of the obligations and there is no reference whatever to the
value of the assets; is not that a little bit lop-sided?

Mr, Bere, T take it what Senator Byrd is trying to get before
the publie is the gross liability of the Federal Government.

Senator Raverirre. The public does not understand this gross.

Senator Byrn. You make quarterly statements, do yon not,,of the
assets?  He says he cannot make it daily, but I assume he*could
make a statement of the assets, for instance. on the notes they own.

Mr. Brri. We publish monthly a consolidated statement of all
the corporations and credit agencies, and show the proprietary in-
terest of the United States in those assets,

Senator Byrn, That would disclose the assets,

Senator Rapcrrrre, Tt would seem to mie that the thing is mis-
leading unless these assets ave in some way indicated.

Senator Byrn, I am perfectly willing to put the assets in daily,
it they want to, and if it is not possible to do it daily, then to do
it monthly or quarterly, or whatever it is.

Mr. Bern, We do do it monthly, but we do not show: the valuation
of them, other than what is shown on the books of the corpora-
tions; that is, setting up reserves for losses, and so forth,

Senator Rapcrrere. T am simply looking at it from the stand-
point of giving information to the public.

I think the public would be interested in knowing what part of
the $130,000,000,000 is represented by these assets. I do not know
how feasible it is to state them or when they should be stated, but
the public can easily get erroncous information. or an erroneous
opinion.

If they are substantial assets. they ought to be included, according
to sound bookkeeping. ‘

Mr. Bern, We would Iike to show it, but T am afraid it will take
quite a force to ecempile the information,
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Senator Byrn, T think it will be included, except on the daily
report.  You have the statement of the R, I, ¢, and these other
agencies as 1o the value of their assets and they include them in their
monthly reports.

Me. Bein, They are included in the monthly report.

Senator Bymn, Of course, that is not necessarily a correct state-
ment of the assets, but it scems to me that is as far as you can go.

My, Bern, That is right; that is as far as we can go.

Senator Byrn. Unless vou attempt to appraise thousands and
hundreds of thousands of pieces of property all over the country.
When T got through, as vou recall, asking the Treasury to make
such appraisal you replied it was impossible to do it.

Semtor Rancnove, Do not you make any estimate at all in regard
to the valne at any time?

My, Bein, Each ageney does that and sets up a reserve on their
books, and we take that as some indication of the value they put on
the assets.

Senator Rancrirre, Would not it be possible to make some state-
ment that these assets ave estimated, or have been estimated. or were
estimated, at certain figures at a certain time instead of entively
ignoring the matter? .

Sonator Byen, Why could not you take it as a given estimate on
the first dav of the last month?

Senator Rancrirre, Iven if the estimate were n month or 2 months
back, it would be some kind of estimate at the Iast valuation of
so and xo, whatever that amount would be, Ft would be some infor-
mution rather than none at all,

Mr Bern We will be glad to look into it. You know we <o eval-
uate all assets of the Commodity Credit Corporation as of March
31 every year,  Of course, there you can get definite prices of com-
maodities as of that day.

Senator Byrn, I think the time will come, Mr. Bell, when you
will have (o do the =ame thing with the other corporations. The
Jdosses of the Commodity Credit ave made up by appropriations of
Congress, T believe, when this war situation is straightened out, the
Treasury should do the same with all the other corporations.

The Cramarax, Thank you very much.

Mr. Bere, Thank you.

The Cuatraax. Senator Byred, as we understand it, the suggested
changes in the amendiment are agreeable to you?

Senator Bywn. Entirely agreeable,

The Cramsran, What shall we do with the amendment now of-
fered by Senator Byrd on page 1, line 6¢

Senator Rapcrirre, I move it be adopted.

The Cramaan, Any discussion . AdLin favor say “Aye™; opposed
“No."

The ayes have it,

I hope it does not delay us,

Henator Byeo., 1 shmll({ynot think it would, Senator.

The Civraax, Without objection, the bill as amended will be

reported out.
(Whercupon, at the hour of 11:05 a. m,, the committee adjourned.)
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