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ANNUAL REPORT ON THE FINANCES

TrEASURY DEPARTMENT,
Washington, D, C., January 13, 1948.

S1r: I have the honor to make the following report on the finances
of the Federal Government for the fiscal year ended June 30, 1947,

Fiscar Pouicy

The Government closed its operations for the fiscal year with a
surplus. During this year, the first full fiscal year following the end
of the war, substantial progress was made in the reconversion of the
American economy to a peacetime basis. By the end of the year,
all previous records of civilian production had been surpassed. Goods
and services were being produced at an annual rate of about $230 .
billion, and the accumulated backlog of demand for some types of
goods was being satisfied at a growing pace.

Notwithstanding the high rate of industrial output, full employ-
ment, and generally good harvests, scarcities of various kinds continue
to be much in evidence. This is true of housing, housing materials,
automobiles, certain electrical equipment, fuels, industrial and agri--
cultural machinery, and other products. Perhaps of greatest moment
is the short supply of steel. Its ramifications extend throughout the
transportation and manufacturing industries and are reflected in turn
in inadequate supplies of finished goods.

The upward pressure on prices, to which I called attention in my
last annual report, is more critical than a year ago, despite the progress
made- in converting industry to civilian production and in refilling
commercial and industrial pipe lines. The situation assumed such
- compelling proportions that the President deemed it necessary to call”
a special session of the Congress to cope specifically with the infla-
tionary trend as well as with the problems of European recovery.

Under present circumstances, the need for the Federal Government
to pursue an anti-inflationary fiscal policy is at least as great as last
year. It must maintain a strong financial position to assure the con-
tinued well-being of our economy. Revenues should be maintained
at a high level—high enough not only to balance the budget and to
finance the European Recovery Program, but also to provide a substan-
tial surplus for retirement of debt. In his State of the Union Message
‘on January 7, 1948, President Truman recommended certain changes

1
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in the tax structure which are necessary ‘ih order to provide tax relief

to those who need it: most without cutting the total tax revenues of
the Government, General tax reduction must wait until the present
inflationary pressures have subsided. At that time it can become a
part of a general revision of our tax structure. In making “this
revision, a tax system must be created which' will help to maintain
broad consumer markets, strengthen the incentives to work and invest,
provide flexibility as economic conditions warrant, and treat all groups
equitably. Such a tax system is an indispensable instrument in
maintaining an economy of lasting full employment and abundance.

PusLic DEBT

The total gross public debt and guaranteed obligations amounted
to $258.4 billion on June 30, 1947. This was a reduction of $21.4
billion from the postwar peak which had been reached on February
28, 1946, and a reduction of $11.5 billion during the fiscal year. The
reduction in the debt during the year, like that which had occurred
in the last four months of the previous year, was accomplished almost
entirely by a reduction in the cash balance in the Treasury. By the-
end of the fiscal year, this source of debt reduction had been substan-
tially exhausted.

Total holdings of Federal securities by commercial and Federal
Reserve Banks amounted to $91.9 billion on June 30, 1947. This
was a reduction of $24.8 billion from the postwar peak, and of $16.3
billion during the fiscal year. The reduction in bank-held debt thus
substantially exceeded the reduction in total debt, both during the
fiscal year and during the entire period since the postwar peak. The -
amount of public debt (including noninterest-bearing debt) held by

- nonbank investors was about $3% billion larger on June 30, 1947,
than it had been at the time of the peak in the total debt on February
28, 1946. This concentration of the entire debt reduction during the
16-month period ended on June 30, 1947, on bank-held debt, plus
the transfer during this period of a net amount of $3% billion of addi- .
tional Federal securities from bank to nonbank hands, contributed
substantially to the reduction of inflationary pressures during the
period. It was made possible by the large sums which were available
for trust fund investment during the period, the remarkably good
record on the redemption of savings bonds, the continued successful
sale of new savings bonds, and the restrictive debt-management and
monetary policies of the Treasury and the Federal Reserve System.
" The anti-inflationary -debt-management policy which characterized
the fiscal year 1947 is still continuing. A substantial reduction in
the total debt will be possible during the fiscal year 1948; and this
reduction, unlike that which occurred in the fiscal year 1947, will be

764788—48——2
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accomplished principally by an excess of budget recelpts over budget
expenditures. This excess of budget receipts over budget expendi-
tures, which will occur principally.in the first three months of the
calendar year 1948, and the debt retirement which it will make pos-
sible, will, of course, be a far more powerful anti-inflationary force.
than the debt decreases which have occurred up to this tinie.

Forpien Financiar Poricy |

The United States Government has continued to pursue a broad
program of financial aid and cooperation designed to assist in the
reconstruction of war-torn countries and to facilitate the expansion
" of multilateral world trade and monetary. stability. In addition
to participating in the work of the International Monetary Fund and
the International Bank for Reconstruction and Development, which
were constituted with a membership of most of the countries of the
world, the United States has carried on a program of direct assistance
through its own agencies under various acts passed by the Congress.

In the course of the fiscal year, payments of the subscriptions to
" the International Monetary Fund and the International Bank were

completed by the United States and most of the member countries,
- 80 that these institutions were in & position to begin active operations.
The organizational stage of theSe institutions has now passed. By
-the end of thé calendar year 1946, the International Monetary Fund
had agreed upon par values for most of the member currencies; and
March 1, 1947, was set as the date for the beginning of active exchange
transactions. A number of purchases of dollars through the Fund
took place in the course of the fiscal year. The International Bank
also received loan applications from foreign countries totaling more
than $2 billion; and by the end of the fiscal year, a $250 million. loan
was made to France

The National Advisory Council on International Monetary and
Financial Problems, established by the Bretton Woods Agreements
Act to coordinate the foreign lending operations of United States
Government agencies, and to consult and advise with the United
States representatives on the International Bank and the Interna-
tional Monetary Fund, considered all important questions arising in
these institutions and gave its advice to the representatives of this
_Government on the boards of these institutions. The Council ap-
proved for consideration loans proposed by the Export-Import Bank
and formulated general policies for the guidance of the Office of the
Foreign Liquidation Commissioner, Department of State, in financing
the sales of surplus property -abroad. It also considered credit-
extended by the War Assets Administration and the United State
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4 REPORT OF THE SECRETARY OF THE TREASURY

Maritime Commission. It approved of the extension of the stabili-
zation agreement concludéd between the Secretary of the Treasury
and the Mexican Government. The Council recommended an
emergency loan to the Philippine Government, which was authorized
* by an act of Congress approved August 7, 1947.

The Council also coordinated studies of international financial
" problems undertaken by its constituent agencies. In this way, the
Council was able to give its best judgment on the changing interna-
tional picture, as it developed in the course of the fiscal year. It
continually reviewed the broad” questions of policy involved in the -
settlement of war obligations and in the financing of programs of
world reconstruction. It has thus carried out. the mandate of the
Congress to coordinate the activities of United States agencies con-
cerned with international financial problems and has been instru-
mental in the integration of our foreign financial program,.

TrEASURY OPERATIONS

There follows a detailed discussion of receipts and expenditures,
public debt operations, taxation and monetary developments, and
other Treasury operations during the fiscal year.

, JonN W, SNYDER,
_ Secretary of the Treasury.

To the SpEAXER OF THE HOUSE oF REPRESENTATIVES,
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BUDGET RESULTS

Budget receipts in the fiscal year 1947 exceeded budget. expenditures
by $754 million. This compares with a deficit of $20.7 billion in

1946, and a deficit of $53.9 billion in 1945. The public debt was

reduced by $11.1 billion during 1947 as a result of the budget surplus
and a drawing down of the General Fund balance.

Net receipts of $43.3 billion in 1947 were slightly larger than in
1946. Expenditures in 1947 totaled $42.5 billion, a decline of $21.2
billion from 1946, and a decline of $57.9 billions from the peak war-
time expenditures of $100.4 billion in 1945. The improvement of
$21.4 billion in the Government’s budget position in 1947 was accom-
plished despite sharp increases in outlays in the field of international
finance and in -expenditures for. veterans, and a new expenditure

“authorized to compensate for leave accrued to the armed forces.

A comparative summary of the annual budget results of the Federal
Government, beginning with the last prewar year, follows. The
figures are on the basis of daily Treasury statements.

Receipts
Netappro- ’ Bud
. got Budget
“Fiseal year P’,!gggfa{" Net expendi- | surplus or
rg‘cg:a}:s old-age and| budget turesr | defictt (=)
P survivors | receipts
insurance N
trust fund
" In billions of dollars
8.3 0.7 7.6 13.8 —-6.2
13.7 .9 12.8 34.4 —-21.6
23.4 1.1 22.3 |. 79.7 —567.4
45.4 1.3 4.1 95.6 ~51.4
47.7 1.3 46.5 100.4 —~§3.9
44.2 1.2 43.0 63.7 —-20.7
4.7 1.4 "43.3 42.8 .8

No1E. —Figures are rounded and will not necessarﬂy add to totals,

'uR?tv;ised to include net transactiona of wholly owned corporations and certain other business- type
activities

BUDGET RECEIPTS

Total budget receipts in the fiscal year 1947 amounted to $44.7
billion. Such receipts exceeded slightly receipts in 1946 but were
$3.0 billion less than peak receipts of $47.7 billion in the fiscal year
1945. Net receipts, which consist of total receipts less the net appro-
priation to the Federal old-age and survivors insurance trust fund,
amounted to $43.3 billion in the fiscal year 1947.

A comparison of total and net receipts for the 7:year period begin- '

ning July 1, 1940, is shown in the table which follows. Chart 2 on
page 7 depicts receipts by sources. : .
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REGEIPTS, GLASSIFIED BY MAJOR SOURCES:
FISCAL YEARS 1941 THROUGH 1947

DOLLARS = DOLLARS
Billions ) Bitiions

Employment Toxes

Miscellaneous — 13
Internal Revenue

32

" 28

24

20

1941 | 1942, 1943 1944 |9 !46_
FISCAL YEARS

CHART 2.
Nore,~Total receipts, See.table following.
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 Receipts, fiscal years 1941 through 1947
[Dollars in billiohs. On basis of.daily Treasury.statements, see p. 265

‘ P P T IR (S TS
priation to

Income and excess Federal old- Net

’, All other receipts ! Total receipts age and budget
Year - profits taxes _ survivors | receipts
- . . ...insurance_ o
trust fund ?

Amount | Percent | Amount | Percent | Amount | Percent Amount Amount

$3.5 42.0 $4.8 58.0 $8.3 100.0 $0.7 $7.6

8.0 58.2 5.7 41.8 13.7 100.0 .9 . 12,8
16.1 68.8 7.3 31.2 23.4 100.0 11 22.3
34.7 76.3 10.8 [ 23.7 45.4 100.0 1.3 4.1
35.2 73.7 12.6 26.3 47.7 100.0 “1.3 46.5
30.9 69.8 13.4 30.2 44.2 100.0 1.2 43.0
29.3 65.6 15.4 34.4 44.7 100.0 -1.4° 43.3

Nore.—Figures are rounded and will not niecessarily add to totals.

! Includes receipts from miscellaneous internal revenue, employment taxes, customs dutles, and mis-
cellanceous receipts.’
. % Represents appropriations equal to “Social security taxes—Federal Insurance Contnbutlons Act”
collected and deposited as provided under sec. 201 (a) of the Social Security Act Amendments of 1939 less
{glr%burés%meé_\ts to the General Fund for those admmlstratlve expenses, which are not paid directly from
e trust fun

REecerers FroMm Income aND Excess ProFiTs TAXES

In 1947, receipts from income and excess profits taxes amounted
-to $29,305.6 million, a decrease of $1,579.2 million or-5.1 percent
from 1946. A decrease of $2,876.8 million in receipts from corpo-
ration income and excess proﬁts taxes was partially offset by an
increase of $1,297.6 million in receipts from -the-individual income
tax. As a proportion of total receipts, income and excess proﬁts
taxes accounted for 65.6 percent as compared Wlth 42, 0 percent in
1941. e

As between the two sources, the individual income tax has for the
past 4 years provided the larger amount of revenue receipts and in
1947 amounted to more than double the corporation teceipts.” The
table following shows for each of the 7 years the amount of income and
excess profits taxes received from md1v1duals and corporatlons

Income and excess profits tax receipls from individuals and corporations, fiscal years
1941 through 1947 : :

[Dollars in mil]ious On basxs of daily Treasu.ry stai:emem:s,1 see p 265]

Indlvldual Corporatlon Tota]
Year ) . Percent : Percent ' Percent,
- Amount of total Amount | .oftotal | Amount | of total
: - receipts Teceipts . recelpts
$1,416.2 |, $2,053. 5 4.9 $3,469.6 42.0
' 4,744.1 34.7 7,960.5 58.2
....... 9,588.7.f..—..41.0.]..16,003.7 | .. 688
14,875.7 32:8 34,654.9 76.3
16, 027. 2 33.6 35,173.1 73.7
12,553.6 28.4 30,884.8 60.8
19 628.8 9,676.8 21.6 29,305.6 65.6

Norte.—Figures are rounded and will not necessarily add to totals.

N ;)lFor method of ad)ustment from basis of collections to basis of daily Treasury statements, see footnote 3,
able 1
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INDIVIDUAL INCOME TAXES

Individual income tax recelpts increased in ‘the ﬁscal year 1947 as
compared with the fiscal year 1946 as a result of the increased levels
of taxable income, more than offsetting the full-year effect of the
reduction in rates instituted by the Revenue Act of 1945. = Individual
income tax receipts during the fiscal years 1941 through 1947 ac-
counted for $88,022.5 million in receipts. The-table which follows.
shows individual income taxes withheld, taxes not withheld, and back
taxes. The figures for current taxes not withheld and back taxes are
shown only on a collections basis as the corresponding detail is not
available on the daily Treasury statement basis. Income taxes with-
held and total individual income taxes not withheld are shown on the
daily Treasury statement basis. The figures for income taxes not
withheld are adjusted to a daily Treasury statement basis by making
arbitrary adjustments of the individual income tax collectlons as
reported by the Bureau of Internal Revenue.

Individual income taxes withheld and not withheld, ﬁscal vears 1941 through 1947

[In millions of dollars. On basis of internal revenue collectlons, and adjusted to daily Treasury statement
' basis, see p. 265]

Collections basis : Daily Treastry statement basis
Year ' Not withheld .
‘ Withheld Total | Withheld | N9L™ith- | moga;

Current | Back taxes

1,314.3 108.4 | L4177

3,108.0 154.8 3,262.8 ___........ 3,216.4 3,216.4
5,771.0 172.9 6,629.9 1686.0 5,818.9 6, 505.0
10,253.8 183.7 18,261.0 19,177.8 10,601. 4 19,779.2
8,268.5 |. 2512.4 19,034.3 10, 289.2 8, 856.6 19,145.8
8,430.4 416.7 18,704.5 9,391.7 8,939.5 18,331.2
8,950.3 551.0 19 343, 3 10 013.1 9,615.7 . 19 628.8

NOTE. —Flgures are rounded and will not necessarily add to totals.

1 Estimated.

2 Consists principally of the final payment of the so-called unforgiven tax of the 1943 tax hablllty, whlch
was due in March 1945,

Income taxes withheld increased in the fiscal year 1947 as a result
of a rise in salaries and wages, offset in part by the lower rates of
withholding effective for the whole of fiscal year 1947 instead of for a
half year as in fiscal year 1946.

Receipts from income taxes other than withheld increased in the -
fiscal year 1947 as.compared with 1946 as a result of the higher levels
of taxable income reflected in these payments. This increase was
offset in part by the reduction of liability under the Revenue Act of
1945 which was effective on payments made during the fiscal year
1947 in respect of calendar year 1946 labilities. In the fiscal year
1946 only about one-quarter-of the payments were so affected.
 Receipts from back taxes in the fiscal year 1947 increased ‘as com-
pared with those of the fiscal year 1946 as a result of thecumulative
effect of the high level of tax liabilities in the preceding years.

/
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_ CORPORATION INCOME AND EXCESS PROFITS TAXES

Total corporation income and excess profits tax receipts of $9,676.8
million in the fiscal year 1947 were $2,876.8 million lower than those
of the fiscal year 1946. The decline of 22.9 percent between 1946 and
1947 followed a decline of 21.7 percent between the peak year 1945
and the year 1946. ‘

Details of corporation income and excess profits taxes for the fiscal
years 1941 through 1947 are shown in the table which follows:

Corporation income and excess profits taxes, fiscal years 1941 through- 1947
[In millions of dollars. On basis of internal revenue collections, see p. 266}

Total ad-
Excess Declared Justed to
Year Income rofits value ex- | Back taxes Total daily Treas-
P! cess profits - ury state-
. ment basis
1,6849.0 165.9 18.1 220. 4 2,053.5 2,053.6
2,764.0 1,695.4 30.1 345.8 4,744.1 4,744. 1
4,137.0 4,844.0 61.1 626.9 9, 669.0 , 588. 7
4,762.7 8,479.4 108.6 1,416.1 14,766.8 14, 875.7
4,421.7 10,111.9 117.9 1,375.7 16,027. 2 16,027, 2
3,901.9 6,732.0 70.7 1,849.0 12, 553.6 12, 653.6
5,441.8 3,076.4 36.7 1,121.9 9,676.8 9,676.8

-NoTtE.—Figures aretounded and will not necessarily add to totals.

The decline of $2,876.8 million in total receipts from corporation
income and excess profits taxes between the fiscal years 1946 and 1947
was the result of (1) a decrease of $727.1 million in back tax receipts,
which reflected the declining trend in profits during the years 1943,
1944, and 1945, and (2) a decrease of $2,149.8 million in current tax
receipts, which was ascribable in part to the lower profit levels of
1945 and 1946 as compared with the level of 1944, and in part to the.
reduction in the effective tax rate in 1946 occasioned by the repeal of
the excess profits tax and the declared value excess profits tax under

" the Revenue Act of 1945. ,

. The decrease of $2,149.8 million, or 20.1 percent,in current tax
receipts between the fiscal years 1946 and 1947 was the result of
decreases of 54.3 percent and 48.1 percent in the current excess profits
and declared value excess profits tax receipts, together with a par-
tially offsetting increase of 39.5 percent in the current income tax
receipts. With the repeal of the excess profits and declared value
excess profits taxes under the Revenue Act of 1945, the declared value
excess profits tax liability and the income subject to excess profits

. tax disappeared as deductions in arriving at the normal tax and sur-
tax bases and these bases were augmented correspondingly. Hence,
notwithstanding a slight reduction in surtax rates, income tax liabilities
rose substantially in the calendar year 1946, thus providing the basis
for a similar rise in current income tax receipts during the second half
of the fiscal year 1947. Current declared value excess profits tax
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receipts in the second half of the fiscal year 1947 were relatively -
small since they were based solely on the declared value excess profits
tax liabilities of corporations with taxable years ending in the months
January through June 1946. Current excess profits tax receipts in
the second half of the fiscal year 1947 were relatively small also, for
two reasons. During this period, excess profits taxes were paid only
by corporations having taxable years ending between January 1 and
November 30, 1946; and the payments consisted only of an amount
determined by the percentage of the months in the corporations’
ﬁscal years which fell in the calendar year 1945.

Recerpts FROM ALL OTHER SOURCES

Receipts from sources other than income and excess profits taxes
were $15,397.1 million in the fiscal year 1947, 34.4 percent of total
receipts. Such receipts exceeded fiscal year 1946 receipts from similar
sources both in absolute amount and as a percentage of total receipts.
The fiscal year 1947 was the eighth consecutive year showing an
increase. The increase of $2,043.3 million, or 15.3 percent, over 1946
reflected increases in each of the major receipts classifications. The
table following summarizes the four main sources of these receipts
for the seven fiscal years beginning with 1941:

Recetpts from sources other than income and excess profits taxes,! fiscal years 1941
through 1947 .

{In millions of dolars)
- Source . 1941 1942 1943 | - 1944 1945 .| 1946 | 1047
Miscellaneous internal re\}enue: | ’
Capital stock tax___________._._.... . 166.7 | 281.9 | 328.8 380.7 372.0 352.1
Estate and gift tax_ : .407.1 | 432.5| 447.5 511.2 643.1 676.8 779.3
Liquor3. . ... 819.9 |1,048.2 }1,423.5 | 1,618.0 | 2,300.8 | 2,628.5 | 2,474.6
Tobacco 3. .. 697.7 1 780.8 | 923.9 988. 4 932.111,165.5 | 1,237.8
Stamp taxes3_ . ________._._ 39.1 41.7 45.2 50.8 65. 5 87.7 80.0

Manufacturers’ excise taxes.
Retailers’ excise taxes. .
Miscellaneous taxes3__.

Total miscellaneous internal revenue

(collection basis) - - . ooeooeue-n.- 2,954.6 [3,837.7 [4,571.1 | 5,353.3 | 6,959.6 | 7,713.0 |.8,063.9
Adjustment to daily Treasury state- .
ment basis. oo oo L. - 12.3 9.4 | 185 —623| -10.2 1.8 | —14.4

- Total miscollaneous internal revenue
(daily Treasury statement bas1s).. 2,066.9 |3,847.1 14,552.6 | 5,291.0 | 6,949.4 | 7,724.8 | 8,049.5

Employment taxes and railroad unem-

ployment msumnce contributions. ... 932.-0 (1,194.0 (1,507.9 | 1,751.2 1 1,792.7 | 1,713.7 | 2,038.5
CUuStOmS . - oo oo i 391.9 | 383.9| 324.3 431.3 354.8 | -435.5 | 404.1
Miscellaneous receipts: " '

Surplus property (act Oct. 3, 1944) . - |- oo foacmemer]ommcmecc ol 100.9 500.9 | 2,885.8
Renegotiation of war contractsé.... [ _____[-o.___._ 568.2 | 2,235.4 | 2,040.9 | 1,062.8 279.0
Allother. ... 508.2 | 277.4| 347.9|1,044.7 { 1,327.7 | 1,916.2 | 1,650.3
Total miscellaneous recefpts......... 508.2 | 277.4 | 906.1 | 3,280.1 ] 3,469.5 | 3,479.9 | 4,815.0
b ] 7 4,798.9 5,707.4 |7,291.0 |10,753.6 (12, 566.5 [13,353.8°(15,307.1

Norte.~Figures are rounded and will not necessarily add to totals.

1 See footnote 3, table 114.

? Repealed with [Lespect to years endmg after June 30, 1945; small collections after the effective date of
repeal included in “‘Miscellaneous taxes.”

8 Excludes collections for credit to trust funds.

4 Includes so-called voluntary returns.
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MISCELLANEOUS INTERNAL REVENUE

Receipts . from' miscellaneous internal revenue for the fiscal year
1947 exceeded 1946 receipts by $324.7 million or 4.2 percent. Large
increases in collections of manufacturers’ excise taxes and estate and
gift taxes plus small increases in tobacco taxes, retailers’ excise taxes,
and miscellaneous taxes were partially offset by a large decrease in
collections from the capital stock tax and minor decreases in collections
from liquor and stamp taxes.

Capital stock tax.—The capital stock tax was repealed by the
Revenue Act of 1945 with respect to years ending after June 30, 1945.
The small collections in the fiscal year 1947 are mcluded in mis-
cellaneous taxes in the preceding table.

Estate and gift tazes—Estate and gift tax collections amounted to
$779.3 million in the fiscal year 1947, representing an increase of
$102.5 million over the previous year. The mcrease resulted from
the increased value of property transferred.

Liguor taxzes.—Collections from liquor taxes amounted to $2,474.6
million in the fiscal year 1947, 4 slight decrease from peak collections
of $2,525.5 million in the ﬁscal year 1946.

Tobaceo and products taxes.—Tobacco tax collec‘mons amounted to -
$1,237.8 million in the fiscal year 1947, an increase of $72.2 million
over collections in the preceding year and were a result of a larger
civilian supply of taxable tobacco products.

Stamp taxves.—Collections from stamp taxes were $80.0 million in
the fiscal year 1947, a decrease of $7.7 million from collections in
1946. Collections from stamp taxes on issues of securities and on
silver bullion sales or transfers showed increases but they were more
than offset by decreases in collections from taxes on stock transfers,
etc., and on playing cards.

Manufacturers excise tazes—Manufacturers’ excise tax collections
of $1,425.2 million were $502.8 million or 54.5 percent greater than
collections in 1946. Each tax source in this category except matches
showed an increase with the largest increases resulting from production
of consumers’ goods which had been curtailed drastically during the
war. The principal taxes in the category and the collections there-
from for the 7-year period are shown in the following table:

Manufacturers excise laxes, ﬁscal years 1941 through 1947
[In millions of dollars. Om basis of internal revenue collections, see p. 266]

. .’éutoﬁnobiles, Lubricat. | El 1
o : rueks, tires, ubricat- ectrical )
. Year (asoline tubes, parts, | ing oils energy Other Total
and accessorics

343.0 156. 3 38.2 47.0 32.5 . 617.0
369. 6 188. 4 46. 4 2 50.0 113.8 768.3
288.8 44, 4 43.3 ¢ 48,7 79.0 504.2
271.2 76.3 52.5 51.2 51.4 502.7
405. 6 148.1 92.9: 57.0 78.6 . 782.1
405.7 250.0 ‘74.6 59.1 - 133.0 922. 4
433.7 541.6 . :82.0 | 63.0 304.9 1,425.2

Nore.—Figures are’ rounded and will not necessarily add to totals.
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Retailers’ excise tares.—Collections from retailers’ excise taxes were
$514.2 million in the fiscal year 1947, a slight increase over 1946.
Collections from sales of jewelry, furs, and luggage showed small
increases and collections from sales of toilet preparations remained
about the same. Retailers’ excise taxes have accounted for $1,901.0
million in the 6 years in which they have been in effect. Collections
from each of the taxes are shown in the following table:

Retailers’ excise taxes, fiscal years 1942 through 1947

. [In millions of dollars. On basis of internal revenue collections, see p. 266)

Toilet
Year . Jewelry Furs preparations Luggage Total -
41.5 19.7 189 [oocvmcaos 80 2
88.4 44.2 327 oo 163.3
113.4 58.7 44.8 : 8.3 |- 225. 2
184.2 79.4 86.6 73.9 424.1
223.3 91.7 95.6 8l.4 492.0
236.6 97.5 95.5 84.6 514.2

NotE.—Figures are rounded and will not necessarily add to totals.

Mascellaneous tares.—Miscellaneous tax collections amounted to
$1,552.8 million in the fiscal year 1947 as compared with $1,490.9
million in 1946. Increases, reflecting greater availability of taxable
services and larger consumer incomes, occurred in each of the major
tax sources with the exception of the tax on use of motor vehicles
and boats which was repealed by the Revenue Act of 1945 with
respect to the period after June 30, 1946. The principal sources of
tax collections in this group are shown in the following table:

Miscellaneous tazes, fiscal years 1941 through 1947

[In millions of dollars. On basis of internal revenue collections, see p. 266}

Source 1941 1942 1943 1944 | 1945 1946 1947

Telephone, telegraph, radio, and cable facili-

ties, ete. - el . 91.
Local telephone service_....._... . . 67.
Transportation of persons..... 87

2| 141.3| 208.0| 234.4 252.7
01 '90.2 | 133.6 | 145.7 164.9
(13 153.7 | 24.2| 226.7') -244.0
5

~Transportation of property.... 82, 215.5 | 221.1 | 220.1 275.7
Admissions. . ..o - . . 154. 205.3 | 357.5| 415.3 456. 2
Use of motor vebicles and boats. - - X 146.7 | 134.7 | 129.0 | 116.1 )
Sugartax. . ..o .o ... - 3 X 53.6 68.8 73.3 56.7 59.2
All other, including repealed taxes 2. 3 . 50.4 66.8 74.2 75.8 100.0

Total. . el . 3 732.9 11,076.2 |1,430.9 [1,490.9 ] 1,552.8

Nore.—Figures are rounded and will not necessarily add to totals.

1 Repealed with respect to the period after June 30, 1946; back tax collections included in “All other, in-
cluding repealed taxes.” .

2 Excludes collections for credit to trust funds.
EMPLOYMENT TAXES AND RAILROAD UNEMPLOYMENT INSURANCE

CONTRIBUTIONS {.
Total receipts from employment taxes amounted to $2,038.5
million in the fiscal year 1947 and were $324.9 million or 19.0 percent

5
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greater than in 1946. Each employment tax contributed to the
increase. Recelpts from this source were larger in the fiscal year
1947 than in any previous fiscal year.

Receipts from employment taxes, 1941 through 1947, are shown in
the following table: -

Employment tax recezpts and railroad unemployment insurance contnbutwns, Jiscal
years 1941 through 1947

{In millions of dollars. On basis of daily Treasury statements, see p. 265)

y Railroad

Ifsi?ggtlze Uﬁggféil) | Railroad | unemploy- Total Net -

Year Contribu- | ment Tag Retirement | ment insur- | employ- employ-
tions Act Aot Tax Act! | ance contri- | ment taxes jment taxes?

butions 2 .

690. 6 97.7 136.9 6.8 932.0 270.7
895.6 119.9 170.0 8.5 1,194.0 325.2
1,130.5 158.4 208.8 10.3 1,507. 9 404..9
. 1,292.1 179.9 267.1 12.1 1,751. 2 491.7
1,309.9 184.5 285.0 13.2 1,792.7 509.7
1,238.2 179.9 -282.6 12.9 1,713.7 512.9
1,459.5 184.8 | 380.1 14.2 2,038.5 594.7

No1e.~Figures are rounded énd will not necessarily add to totals.

t Prior to Jan. 1, 1946, taxes were levied under the Carriers Taxing Act.

2 Not classified as an employment tax under the Internal Revenue Code.

3 After deduction from total employment taxes of the net appropriation to Federal old-age and survivors
.insurance trust fund. (See table on p. 268 of this report.) .

Receipts under the Federal Insurance Contributions Act amounted
to $1,459.5 million in the fiscal year 1947. This increase of $221.3
million resulted from-an increase in taxable wages. All receipts under
this act, with the exception of a minor portion representing reimburse-
ments to the General Fund for administrative purposes, are appropri-
ated to the Federal old-age and survivors insurance trust fund.

- Receipts under the Railroad Retirement Tax Act (Carriers Taxing

"Act prior to January 1, 1946) in the fiscal year 1947 were $380.1
million, an increase of $97.4 million, or 34.5 percent, over receipts in
the fiscal year 1946. The increase resulted from larger taxable rail-
road payrolls and higher tax rates. Receipts for the first three quar-
ters of 1947 were based on a tax rate of 3)4 percent each on employers
and employees and the last quarter’s receipts were based on 2 tax rate
of 5% percent each. For comparable periods in 1946, receipts were
based on rates of 3% percent and 3% percent.

CUSTOMS

Customs receipts in the fiscal year 1947 increased to $494.1 million
from $435.5 million, reflecting freer movemenb of dutlable commoditiés
in international trade

MISCELLANEOUS RECEIPTS

" Miscellaneous receipts in the fiscal year 1947 were $4,815.0 million,
an increase of $1,335.2 million over receipts in 1946. Receipts from
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proceeds of sales of surplus property were $2,885.8 million in the fiscal
year 1947, an increase of $2,384.9 million-over receipts from the same
source in 1946. This increase was offset partially by a decrease of
$783.9 million in receipts from the renegotiation of war contracts.

Renegotiation of war contracts.—The decrease in receipts from the
renegotiation of war contracts resulted partly from the more con-
servative pricing policies which became possible with the accumulation
- of cost data relating to wartime production and with increasing ex-
perience by the Government in wartime procurement, but it resulted
primarily from the termination of Lability for renegotiation as of
December 31, 1945. Contracts subject to renegotiation were con-
tracts (or subcontracts thereof) made with departments of the Gov-
ernment such as the War and Navy Departments, the United States
Maritime Commission, and the Treasury Department. Profits sub-
ject to recovery by renegotiation were the *“ excessive profits” attribut-
able to performance of such contracts (or subcontracts)- prior to
December 31, 1945. Between the fiscal years 1945 and 1946 receipts
from renegotiation declined from $2,040.9 million to $1,062.8 million.
By the end of fiscal year 1946 the bulk of settlements had been com-
pleted and in the fiscal year 1947 receipts from renegotiation dropped
to $279.0 million. Total receipts from renegotiation through the end
of the fiscal year 1947 amounted to $6,176.3 million.

RECEIPTS IN TrusT ACCOUNTS, Erc.

In addition to budget receipts, receipts under certain accounts
which are maintained with the Treasurer of the United States are
reported in the Daily Statement of the United States Treasury under
the title of “Trust accounts, ete.” Transactions in these accounts
are not included in the Federal budget, but certain receipts included
in the Federal budget are carried under the classification “Trust ac-
counts, etc.”” For example, appropriations made from the General
Fund to various trust accounts, such as the Government’s payments
to the employees’ retirement fund, the railroad retirement account,
and the national service life insurance fund, appear as budget re-
ceipts under trust accounts. A summary of receipts in trust ac-
counts, etc., for the fiscal years 1932 through 1947 will be found m
“table 1, and details by months for 1947 in table 3.

BUDGET EXPENDITURES

Total budget expenditures of the Government amounted to $42.5
billion in the fiscal year 1947. This was a decline of one third ($21.2 .
billion) from expenditures in 1946 and nearly 60 percent ($57.9
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billion) from the wartime peak of $100.4 billion in 1945. As in the
“fiscal year 1946, the bulk of expenditures was determined by develop-
ments growing out of the war. Complete details of expenditures are
contained in the section of tables, and a summary by purposes is
given in table 6 on page 306. Expenditures in the past seven years,
classified by the principal purposes, are shown in the chart on page 17
and in the table which follows. .

Budget expendiiures, Jiscal years 1941 through 1947

{In billions of dollars. On basis of daily Treasury statements, see p. 265]

. I\és;g%tsxgl Inter- Tnterest | Refunds
Year and re- | national | Veterans| 2 the | of taxes All Total
lated ac- | finance 2 public | and other ¢
tivities 1 debt duties 3
6.7 |ceeone. 0.6 11 0.1 5.4 13.8
28,8 | oot .6 1.3 .1 4.2 34.4
76.3 |ceccmeoaac .6 1.8 .1 1.9 79.7
8.7 { . .7 2.6 3| 2.2 95.6
90.5 f__ ... 2.1 3.6 1.7 2.5 100. 4
48.9 0.7 4.3 4.7 3.0 2.1 63.7
17.3 4.4 7.3 5.0 3.0 5.6 42.5

. Note.—Figures are rounded and will not necessarily add to totals.

1 Includes expenditures by Reconstruction Finance Corporation Ior national defense,

2 Includes expenditures by Export-Import Bank.

3 Includes social security refunds.

¢ Includes expenditures by Government corporations and agencxes except Reconstruction Fmanoe Cor-
poration natlonal defense outlays and Export-Import Bank expenditures,

National defense expenditures in the fiscal year 1947 totaled $17.3
billion, a decline of $31.6 billion, or 65 percent, from those of 1946.
The lessening of defense expenditures reflected sharp reductions in
the requirements of the .nilitary and naval establishments. The
effect of these reductions was a 73 percent decrease in the expenditures
of the War Department and a 67 percent decline in those of the Navy
Department.

Partially offsetting these decreases were some increases, all con-
cerned with the war’s aftermath. The largest was a new item, con-
sisting of the issuance of bonds and cash payments in the amount of
$2.0 billion under the Armed Forces Leave Act of 1946, approved
August 9, 1946. Other.major increases occurred in the payments for
United Natlons relief and rehabilitation which totaled $1.5 billion,
National Housing Agency expenditures of $99 miillion, a,nd expen-
ditures of $442 million by surplus disposal agencies.

The following table shows natlonal defense expendltures by major
categories,
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EXPENDITURES, CLASSIFIED BY MAJOR PURPOSES
- FISCAL YEARS 1941 THROUGH 1947
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Expenditures for national defense and related- activities, fiscal years 1941 through 1947
[In billions of dollars. On basis of daily Treasury statements, see p. 265)

0D OI~ICo 0y w2

o) e
War Navy ave Act of 1 tates War ]
Year Depart- [ Depart- l:{gg' S}l\uggﬁg UNRRA| Other! | Total!
- | ment ment Bonds | Cash | Com- |listration :
mission
3.7 2.3 0.1 0.6 6.
14.1 8.6 .8 4.6 28,
42.3 20.9 2.8 8.3 75.
49.2 26. 6 3.8 8.2 89,
50.3 30.0 3.2 4.7 90.
27.8 15.2 .7 3.2 48,9
7.4 5.0 .3 1.0 17,

Note.~Figures are rounded and will not necessarily add to totals.
1 Includes Reconstruction Finance Corporation defense outlays.
AN

Outlays for maintaining our international commitments totaled
$4.4 Dbillion during the fiscal year 1947, an increase of $3.7 billion
over 1946. The total consisted of subscriptions to the International
Bank and the International Monetary Fund under the Bretton Woods
Agreements Act, totaling $1,426 million; credit to the United Kingdom
of $2,050 million; and a payment for capital stock for the Export-
Import Bank of Washington of $325 million and net expenditures
of the Bank of $613 million.

Expenditures for veterans again increased sharply, and at $7.3
billion in the fiscal year 1947, were more than one-sixth of all expendi-
tures. They were more than three times those in the fiscal year
1945, the first year in which the volume of expenditures for veterans
broke away completely from the level of ‘such expenditures between
the two wars. The detail of these disbursements is shown in the
tabulation following.

Ezpenditures for veterans, fiscal years 1945 through 1947

- [In millions of dollars. On basis of daily Treasury statements, see p. 265]

Benefits and pensions 1945 1946 . 1947
Veterans’ Administration: -
Benefits under Servicemen’s Readjustment Act : 0.3 1,266. 6 3,503.5
Pensions and compensations 708.2 | .. 1,218.2 1,909.9
(0317} S N 225. 6 386.4 938.9
L R 934.1 2,871.2 6,442.3
Transfers to:
Adjusted service certificate fund b 1 R E N
National service life insurance fund._ 1,116.5 1,381. 4 816.7
e ) N 2,059.7 4,252.6 | 7,258.9

NotE.— Figures are rounded and will not necessaﬁly add to totals.

Benefits under the Servicemen’s Readjustment Act, which accounted
for the largest category of these expenditures in 1947, as well as'in
1946, included the education program providing tuition expenses and
maintenance allowances, on-the-job training, unemployment and.
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.readjustment allowances, and loan guarantees for homes, farms, and
business. Pensions and compensations for disabled veterans ‘and
pensions for survivors of those deceased constituted the next largest
group of expenditures in the fiscal year 1947. ,

Interest paid on the public- debt, totaling $4,958 million in the
fiscal year 1947, was the third largest single expenditure: The amount -
was $236 million more than was paid in 1946. )

Refunds of taxes and duties in the fiscal year 1947 were slightly in
excess of $3.0 billion. The refunds of income, profits, employment, '
and miscellaneous internal revenue taxes aggregated $2.9 billion. Of
this amount, approximately $1.6 billion represented excessive pre-
payments of the individual income tax, resulting either from over-
withholding or from over declaratiors of estimated tax. This com-
pares with a revised total of $2.2 billion for 1946. The prepayment

refunds in the fiscal year 1946 included a considerable amount attribu-
table to the tax year 1944, but, in contrast, only a small percentage in .
the fiscal year 1947 were related to the tax year 1945. The procedure
designed to expedite refunds of excessive prepayment was in full opera-
tion in the fiscal year 1947, and the task of making refunds to indi- .
viduals on 1946 taxes was virtually completed by June 30, 1947.

Of the remaining $1.2 billion of internal revenue refunds, the most
important were the carry-backs of net operating losses and unused
excess profits credits and the respread of amortization. Other refunds -
were those for the postwar credit involved in excess profits tax’ pay-
ments received after July 1, 1945, the refunding of the 10 percent
credit involved in excess proﬁts tax payments for the tax year 1944,
the relief provisions relating to excess profits taxes, the redemption of

“internal revenue stamps, and the refunding of mlscellaneous internal
revenue taxes wrongfully assessed and collected.

The remaining budget expenditures, totaling $5.5 billion, 1ncluded
the outlays for special programs and for the running expenses of the
Governiment departments. This total was about the same as in 1941,

Of the expenditures for specml programs, those for aid to agriculture
totaled $2.3 billion, a net increase of $1.3 billion in the fiscal yéar
1947. Public works expenditures, totaling $1.1 billion, were $676
million greater than in 1946. The largest.increases were for veterans’
housing (National Housing Agency), which totaled $361 million as
against $24 million in 1946, and in expenditures by the Public Roads

' Administration, which amounted to $187 million compared with $46 .

~million in 1946. Social security expenditures, including those for -’
railroad retirement and railroad unemployment totaled $1,065

million, a net increase of $221 million over those of 1946. The largest .
component of the gross increase consisted of grants to States by the
Social Security Board of $226 million.

764788—48——3 '
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ExpENDITURES FROM TRUST AccounTs, Erc.

In addition to budget expenditures, expenditures under certain -
accounts which are maintained with the Treasurer of the United
States are reported in the Daily Statement of the United States
Treasury under the title of “Trust accounts, ete.”. Transactions in
these accounts are not included in the Federal budget, but certain
expenditures included in the Federal budget are in the nature of trans-
fers to the classification ‘“Trust accounts, etc.”. For example, appro-
priations made from the General Fund to various trust accounts, such
as the Government’s payments to the employees’ retirement fund, the
railroad’ retirement ‘account, and the national service life insurance
fund, appear under budget expenditures as transfers to trust accounts.

‘A summary of transfers to trust accounts and of expenditures by
trust accounts, etc., for the fiscal years 1932 through 1947 will be
found in table 1, page 268, and details by months for 1947 in table 4,
‘beginning on page 300.

Commencing with the fiscal year 1947, certain revisions were made
with respect to ‘‘Transactions in checking accounts of Government
agencies, etc. (net)” whereby net transactions of wholly owned cor-

. porations and certain agencies were incorporated into budget expend-
itures. Net transactions of mixed-ownership corporations and certain
special deposit accounts heretofore reflected in this category were
consolidated with - “Special "deposits (net)”” under “Trust account
expenditures, etc.” in the Daily Statement of the United States
Treasury.

Operations for the fiscal year 1947 of Government corporatlons and
certain other business-type activities are summarized in table 85,
page 472, “Sources and application of funds of corporations and cer-
tain other business-type activities of the United States Government’.
Such figures are not on the basis of the Daily Statement of the United
States Treasury, and therefore do not agree with the figures shown in
other tables in this report.

GENERAL FUN D

The General Fund represents all moneys of the Government
deposited with and held by the Treasurer of the United States.

The assets in the General Fund include gold, silver, currency, coin,
and unclassified collection items, ete., and deposits to the credit of the
Treasurer of the United States, in Federal Reserve Banks, special
depositaries, national and other bank depositaries, foreign dep0s1tar1es
and the treasury of the Philippine Islands.

The lLabilities of the General Fund include outstanding Treasurer’s
checks, deposits of certain Government officers composed of balances.
to the credit of the Post Office Department, the Board of Trustees of

N \

]
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the Postal Savings System, and postmasters’ disbursing accounts,
ete., uncollected items, and exchanges.

The difference between total assets and total liabilities is the General
Fund balance. The General Fund cash balance at the close of the
fiscal year amounted to $3,308 million, a reduction of $10,930 million
during the fiscal year. Deposits with special depositaries on account.
of sales of Government securities (i. e., war loan accounts) decreased.
from. $12,993 million on June 30, 1946 to $962 million on June 30,
1947, a decline of $12,031 million.

The net change in the balance of the General Fund during the fiscal
year is accounted for as follows: )

Amourd
' . . (in millions)
Balax&tiie June 30, 1946 . e $14, 238
Budget receipts, net_ _-_______-__--_-_-_-;_-Z__,______;-_ 43, 259
Trust accounts, etc., receipts .. . oo aeo... 6, 228
: . 63, 725
Deduct: ) :
Budget expenditures, including corporations___ _.___ $42 505
Trust accounts, ete., expenditures_ . . ___.__..__.___ 6, 776
Net decrease in gross public debt_________.________ 11, 136 o
. ) — .60, 417
Balance June 30, 1947 _ i acacmans 3, 308

Note.—~On basis of daily Treasury statements For a desbription of accounts through which Treasury
transactions are effected, see p. 266. -

A comparative analysis of the assets and liabilities of the General
Fund is shown as of June 30, 1946 and 1947, in table 53.

APPLICATION OF THE BUDGET SURPLUS AND FINANCING OF
' CASH REQUIREMENTS

The means of ﬁhanci_ng net cash requiremeﬁts'fc)r the ﬁscgl year
1947, as represented by the net decrease in the public debt-and net
expenditures from trust accounts, are summarized m the follovnng
table.

Amount réquired to be financed: "
Net decrease in public debt—

Public issues: Amount (in millions of dollars)
Marketable obligations.. . ... _______._..__.___ 20, 904
Nonmarketable obligations (net increase)-..._._. —2,872
Matured and bearing no interest (net increase)... —1, 862

-Subtotal pubhc ISSUS - - e oo -_-_. _____ 16,170

Special issues to trust funds, ete. (net increase).__.._. — 5,035

Total net decrease in public debt ... .. .. ... _..___. --- 11, 136
Net expenditures in-trust accounts, ete..._..._______...__:.__._._ 548
Total amount required to be financed. ... _____.___- eeeeo. 11,684
Means of financing: . o ‘
- Budget surplus (excess of net réceipts over expendxtures) __________ 754
Net decrease in General Fund balance. ..o ... oo ...____.. 10,930

Total amount_financed . - - oo o ocooeooooooooooooooooo_._l. 11,684
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PUBLIC DEBT OPERATIONS

Du11ng ’ohe fiscal year 1947 the pubhc debt was reduced by $11.1
billion and the guaranteed obligations held outside the Treasury de-

‘clined by $0.4 billion. The combined total of the public debt and

the guaranteed obligations outstanding on June 30, 1947, was $258.4
billion. This compared with $279.8 billion at the peak of the debt,
which was reached on February 28, 1946. The major part of the
reduction in the public debt was accomplished by reducing the Treas-
ury cash balance from its post-Victory Loan peak of $26.0 billion to
its June 30, 1947, level of $3.3 billion. . Because of the relatively low

level of the cash balance at the end of the year, further reductions in-

the debt must logically be the outgrowth of budget surpluses.

In its effect on the distribution of ownership, the entire decline in
the debt since the peak has been more than accounted for by the
decline in the holdings of the commercial banking system. Holdings
of debt by nonbank investors as a whole increased during the year—

notably holdings by individuals and Federal agencies and trust funds. '

This concentration of debt reduction in bank holdmgs has helped to
alleviage inflationary pressures duting the reconversion period. The

* debt retirement program was made possible by the Treasury’s

policy of maintaining a substantial portlon of the debt in short-term

securities.

This policy maintained the liquidity of the banking system and put
a large portion of the debt in a form in which it could be easily retired.
As a consequence of the liquidity of the banks’ Government security
portfolios, the large turnover of funds incident to the debt reduction
program -occurred -without disturbance to the money market. The
reduction in the debt has naturally resulted in a substantial decline

in the proportion of short-term securities, as well as in the proportion

held by banks. The twofold character of this decline consequently
has resulted in keepmg the maturity distribution and the form of the
debt well adjusted to the character of its ownership.

Chart 4 shows the public debt and guaranteed obhgatlons out-
standing at the end of each month since June 30, 1940. -

In carrying out the-debt retirement program the 91-day Treasury
bills were reduced by $1.2 billion ($1.3 billion during the entire year)
and thé l-year certificates of indebtedness ! were reduced by $14.4
billion. In addition, all other marketable debt callable or maturing
during the year was reduced $5.2 billion.

This decrease was partially offset, however, by increases in specxalv
- lissues to Government trust funds and investment accounts: by. $5.0 -
- billion, and nomnarketable pubhc issues by $2 9 billion. In the case

K Incl'udes the 0.90 percent 13-month notes which matured July 1, 1946,

\

-
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PUBLIC DEBT AND GUARANTEED OBLIGATIONS OUTSTANDING
' _Monthly, June [940. through June 1947
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of the nonmarketable issues, increases in armed forces leave bonds
and United States savings bonds were partially offset by a decrease in
Treasury savings notes.” There was also an increase in the public
debt amounting to $2.1 billion resulting from noninterest-bearing
special notes issued to the International Bank and the International
Monetary Fund. .
- Bank restricted issues, public marketable issues . which banks may
not acquire prior to a specified date, declined from $53.5 billion to
$49.6 billion on September 15, 1946, when the 2}; percent Treasury
-bonds of September 15, 1956-59, outstanding in the amount of $3.8
. billion, became eligible for bank purchase. No other bank restricted
issue will become eligible for such purchase until May 1952. _

The following table shows the debt on June 30, 1946 and 1947,
distributed by classes of securities.

Public debt and guaranieed obligations of the Government outstanding on June 30,
1946 and 1947, by classes of tssues

[Dollars in millions. On basis of daily Treasury statements, see p. 265]

Percentage

distribution
g r Increase
Class of security June 30, | June 30, | "o go” -

1946 1047 o e ()

: J June 30,[June 30,
1946 947

Public debt:
Interest-bearing:
Public issues:

Marketable: : B
Treasury bills__.__._________.________._. $17,039 | $15,775 | ~$1,264 [ 6.3 6.1
Certificates of indebtedness't _ _ 4, 804 25,206 | —9,508 12.9 9.8
Treasurynotes . ____.______.___________ 18, 261 8,142 | —10,119 6.8 3.2

- Treasury bonds:
- Bank eligible. . ......_....__._.___.__ 65, 864 69, 686 3,823 24.4 26.9
Bank restricted 2. __.____._____..___. 53, 459 49,636 | -3,823 19.8 19.2
Subtotal Treasury bonds.__.__.. | moses| mesm| 4.2 | 461
Other bonds (po§tal savings, etc.)...._... 180 166 —14 .1 .1
Total marketable__.....___........__.. 189,606 | 168,702 | —20,904 70.3 65.3

Nonmarketable: A . :
Treasury savingsnotes: . ...._........... 6, 711 5,560 [ —1,151 2.5 2.2
United States savings bonds. _..-| 49,035 51, 367 2,332 18.2 19.9
Depositary bonds.._......_. - 427 325 ~101 .2 .1
Armed forees leave bonds........._ . l.._....... 1,793 1,793 |- 7

Total nonmarketable._._......._.___.. 56,173 59,045 2,872 20.8 22.9
Total publicissues_ ____.______________ 245,779 227,747 | —18,032 91. 1 88.2
Special issues to trust funds, ete._______________. 22,332 27, 366 5,035 8.3 10.6
Total interest-bearing public debt 268,111 | 255,113 | —12,997 99.4 98.8
Matured debt on which interest has ceased 3.__ 376 231 —145 .1 .1
Debt bearing no interest: 4
International Bank for Reconstruction and .

Development series.....................__.._. 416 416 | .eon .2
International Monetary Fund series 1,724 1,724 |.__.__.. L7
(030 S 802 —133 .3 ]

Total debt bearing no mterest ................. 935 2,042 2,007 .3 |
_ Total public debt ..ol SRR 269,422 | 258,286 | —11,136 99.8 100.0

Footnotes at end of table.
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‘Public debl and guaranteed oblzgatwns of the Government outstanding on June 30
- 1.946 and 1947, by classes of issues—Continued .

Percentage
distribution .

Increase
or de-

crease (=) rune 30,|Tune 20, -
1046 | 1947

Class of security Jufgisg 0 Juﬁ)euso’

Guaranteed obligations not owned by the Treasury:

Commodity Credit Corporation demand obligations. .| $424 - $45 —$379 0.2 (*)
Federal Housing Admmlstratxon debentures ......... 43 38 —4 " *)
. Other (matured) - ...z ... 10 61 - =3 *) *)
Total guaranteed obligations not owned by the ) ) .
TTBSUTY - e e e o e eememm e e e mm 476 90 —387 AL ™
Total public debt and guaranteed obligations._____ 269,808 | 268,376 | —11,523 100.0f . 100.

NOTE. —Figurcs are rounded and will not necessarily add to totals.

(*) Less than $500 000.

1 If the .90 percent 13-month Treasury notes outstanding June 30, 1946, which resembled certificates of
indebtedness more closely than they do the other series of Treasury notes were reclassmed as certificates ',
of indebtedness, these two lines of the table would read as follows:) .

Certificates of indebtedness. ... ______..__ 39,714 25, 296 ~14, 418 -14.7 9.8
Treasury Rotes. .o ococoeomcamomoaccanan 13,351 8,142 ! -5 209 . 4.9 3.2

3 Bank restricted issues are those which commercial banks (banks accepting demand deposxts) are not
permitted to acquire prior to a specxﬂed date. . .
3 Includes $23 million adjusted service bonds in 1946 and $15 million in 1947,
¢ Includes $58 million excess profits tax refund bonds in 1946 and $19 million in 1947. -

Table 29 on page 362 shows the distribution of the interest-bearing
debt (including securities guaranteed by the United States and not
held by the Treasury) according to the number of years to the first
call date and according to the numbers of years to maturity.

A summary of public debt receipts and expenditures (issues and re-
tirements) by classes of securities is.given in the table which follows:

Public debt receipts and expenditures, fiscal yedr 1947
[In billions of dollars. On basis of daily Treasury statements, see p. 265)

. R " Expend- 1 Net re- )
. eceipts itures ceipts or
Class of security (issues) (retire- expend-
ments) | itures (=)
Public issues: ‘ :
Marketable obligations:
Treasury bills............. = 61.7 -1.3
Certificates of indebtednes: 12.5 -12.5
Treasury bonds .1 -1
Treasury note: . 1.2 -7.2
All other. *) *)
Exchange L8 |-cimmaenas
"Total marketable obligations.. e _b 92.1 113.2 —ol.1
Nonmarketable obligations: : °
Armed forces leave bonds. ..ol 1.8 1 1.8
Special notes of the United States !.. 2.3 .2 2.1
Treasury notes tax and savings series. ... ... ... 3.1 4.2 L1
United States savings bonds (including accrued discount)... 7.9 5.5 2.4
(63 4= S I 1 2 ) -2
Total nonmarketable ObHZALIONS .o oeeeo e © 15,2 10.2 5.0
Speclal issues to trust funds, ete........ e 20.4 15.4 5.0
Other obligations_ ... ... ...l SR B .1 =1
Total gross PUblic debb - - - o oo oo 127.8 138.9 ~11.1

Norte.—Figures are rounded and will not necessanly add to totals.

* Less than $50 million. ’
! International Bank for Reconstructlon and Development series and International Monetary Fund
series.
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BONDs, Ne OTES, AND CERTIFICATES OF INDEBTEDNESS

A total of $44.9 bllhon marketable bonds, notes, and certlﬁcates ,

of indebtedness matured during the fiscal year 1947, $19.6 billion of

- which were paid in cash. The maturing securities redeemed for cash _
consisted of 10 issues of 7% percent 1-year certificates of indebtedness

amounting to $12.4 bijllion, 3 issues of Treasury notes amounting to
$7.2 billion, and one issue of 3 percent conversion bonds in the amount
of $13 million. In exchange for the $25.3 billion of securities not paid
in cash, there were offered 11 issues of % percent 1-year certificates of
indebtedness.

‘Of the nenmarketable securities, sales of United States savings
bonds totaled $7,208 million, issue price, and sales of savings notes

‘amounted to $3,057 million.. Redemptions of savings bonds Series.
A-G totaled $5,545 million and of tax and savings notes, $4,200

million. The offerings of securities and the dlsposmon of matured or
redeemable issues during the fiscal year are shown in the two tables

* which follow.

Public offerings of bonds, notes, and certificates of indebledness, fiscal year 19471

[In millions of doMars]

Amount isshed

‘

Date of issue ' Description of security In ex- Total

¥ change
For-cash for other

securities |

Barketable issues

74% certificates of indebtedness: . o
Series F-1947, due July 1,1947___ ______... .. _._ 2,916 2,916

Serfes G-1947, due Aug. 1,1947___ 1,223 1,223
Series H-1947, due Sept. 1, 1947_. 2, 341 2,341
. Series J-1947, due Oct. 1, 1947____ 1,440 1,440
Series K~1947, due Nov. 1,1947.____ S 1,775 1,775
Series L1947, due Dec. 1,1947__ . _____._.... 3,281 3,281
Series A-1948, due Jan. 1, 1948. . ____.____.__._. | 3134 3,134
Series B-1948, due Feb.1,1948__. . 3,047 3,947
Series C—1948 due Mar. 1 1948 _ 2,142 2,142
Series D—1948 due Apr.1,1948_____ N 1,321 1,321
Serles E-1948 due June 1 1948, . 1,777 1,777
Total marketableissues. ...._._._._...._.o..|._..o._. 25, 296 25,296
. Nonmarketable issues
Vér@ous ............ United States savings bonds:
Series E.._._.._._.._.__._...._.....‘ ............. 4,287 |.._____.: 4,287
R 2,920
3,057
35, 560

NoT1E.~Figures are rounded and will not neéessarily add to totals.
t Excludes depositary bonds, armed forces leave bonds, and guaranteed obligations.
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Dzsposztwn of maturing or 'redeemable 1ssues of bonds, motes, and certzficates of
indebtedness, fiscal year 19471 '

[Dollars in ml]hons]

. Ex- ’
Date of refund- L : . . X del:rsl.ed changed Percent
ingorre- - Description of called or maturing security for for new |. Total
tirement cashd | seeu- changed

rity 3

° Marketable issues

0.90% lee”asury notes, Series D-1946, due July 1, 1946_( $1,994 | $2,916 | $4, 910 59.4

%% certificates: Rk
Series F-1946, due Aug. 1 1946, 1,223 2,470 .49.5
Series G-1946 due Sept. 1, 1946__ 2 341 1 4,336 54.0
Series H—1946 due Oct. 1, "1946.
Series J-19486, "due Nov. 1,1946___ :
Series K-1946, due Dec. ¥; 1046, I 3,281 { 3,768 87.1

114% Treasury notes, Series B~1946, due Dec. 15,1946_| 3,261 |__._.__. 3,261 f....._..
%% certificates, Series A-1047, due Jan. 1, 1947 ___._ 196 | 3,134 | 3,330 041
3% conversion bonds, due Jan. 1, 1947 _______________ - 13 | . 13 fewee oo
4% certificates, Series B-1947, due Feb. 1, 1947, __ 1,007 | 3,947 | 4,954 79.7
/é% certificates, Series C-1947, due Mar. l 1047 991 | 2,142 | 3,133 68.4
% ’I‘reasury notes, Series B-1947, due Mar 15,1 1,948 |.....__. 1,048 | .. ...
%% cemﬁcates, Series D-1047, due Apr. 1, 1047 _.__ 1,499 | 1,320 ( 2,820 46,9
76% certificates, Series E-1947, due June 1, 1947._.___ 998 | 1,777 | 2,775 “64.0
Total marketableissues. ... ... 19, 640 25, 206 | 44,936 [  56.3
Nonmarketable issues
Various.......... United States savings bonds: - .
. Series A-D .ot 482 | ... 482
Series E...___ : 4,301 4,301
. < Series F and y - 672 - 672 |.
Do Treasury tax and savingsnotes.______..._..._....._. 44,200 44,200
Potal All ISSUES. - oo oo e oo cemmee e 1 29,384 54,680 [ ...

Note.—Figures are rounded and will not necessarily add to totals.

rExcludes depositary bonds, armed forces leave bonds, and guaranteed obligations.

9 Includes amounts transferred to matured debt on which interest has ceased.

3 Beginning with Mar. 1, 1946, some refunding operations provided for'a stated portion of the matunty
. to he redeemed for cash, with the remainder covered by an offering of an exchange security.

4 Includes tax and savings notes surrendered ln payment of taxes in the amount of $2 015 mllhon

United States savings bond sales and redemptions. —Sales of Unit'ed
States savings bonds (including discount accruals) exceeded redemp-
tions durmg the year by $2,354 million.* Sales amounted to $7,208
million, issue price. As of June 30, 1947, the value of unmatured
savings bonds outstanding at current redemptlon value amounted to
$51,367 million. This amount was 19.9 percent of the total Federal
debt outstanding, as compared with 18.2 percent a year earlier. The
amount of savings bonds issued, plus accruals, since inception was
$71,852 million. Reédemptions have totaled $20,446 million, and -as
of June 30, 1947, there were 71.5 percent still outstanding.

Detailed mformatlon on savings bonds from March 1935 when
Series A bonds were first offered through June 30, 1947, is contained
in the tables beginning on page 403. Sales of savings bonds of Series
E, F, and G for the fiscal year 1947 are shown by series in the following
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table. . Chart 5 on page 29 shows sales, redemptions, and amounts
outstanding of the various issues of savings bonds from January 1945
through June 1947.

Sales of Series E, F, and G savings bonds, by months, fiscal year 1947
[In millions of dollars, st issue price. On basis of daily Treasury statements, see p 265)

g . / .

Month Serles E Series F Series G Total
L 2 U IS 388 31 335 753
August_..._.._.. 347 25 217 590
September. .. 309 20 165 494
October...... 327 24 169 519
November.. .- 204 20 139 453
December_.-__.‘.........--..; ..... etmameememeeenenen . 370 20 178 876
835 53 364 952
394 41 278 712
372 35 209 | 616
349 33 191 572
305 25 158 488
1301 24 157 482
4,287 360 2,561 7,208

Nore.—Figures are rounded and will not necessarily add to totals.

. 1Inciudes small amounts of unclassified Series F and G sales.
AY

Almost 60 percent of the sales of savings bonds in 1947 were
accounted for by sales of Series E bonds. The dollar volume of sales"
. and the number of units sold of Series E bonds of each denomination
in the fiscal years 1941 through 1947 and by months for 1947 are
shown in the table on page 408. ' '

‘The payroll savings plan continues to be popular with several
million persons. While the number of participants is down to about
one-fifth of the wartime level, the rate of decline is no longer a sharp
one. The average deduction has remained a $25 bond a month which
is about the same level as in the nondrive months during the war.
Total savings bond sales by payroll savings-are runnmg at about
$100.million a month.

The redemptions reached their peak during the winter of 1945-46.
Since that time redemptions have fallen and the amount of savings
bonds outstanding is still rising. Redemptions of all savings bonds
during the fiscal year amounted to $5,545 million including- accrued
discount. -The matured Series A, B, and C bonds have increased
the redemption total but Series E bond redemptions have declined.
The table which follows compares redemptions of all series of United
States savings bonds by months for the fiscal year 1947,

o
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SALES. REDEMPTIONS AND AMOUNTS OUTSTANDING

OF UNITED STATES SAVINGS BONDS -
MONTHLY, JANUARY 1945 THROUGH JUNE 1947
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Redemptions of savings bonds, by months, fiscal year 1947

[In millions of dollars, at current redemption value. On basis of daily Treasury statements, see p. 265]

1 Series | gories : :
Month A and B Cand D Series E! | Series F | Series G Total
. (matured) ¥ : :
1846 <
28 8 442 18 40 537
22 8 397 17 34 478
19 7 406 16 34 482
24 9 410 14 33 489
19 6 336 17 40 418
43 8 394 17 42 504
B 23 : 64 342 141 38 483
9 41 290 22 37 398
5 38 342 21 43 449
4 34 365 14 37 455
3 29 329 16 44 421
3 27 338 18 47 433
203 279 | - 4,301 203 : 469 5, 545

NOTE. —Flgures are rounded and will not necessarlly add to totals.
1 Includes smal} amounts of unclassified Series A—D redemptlons through May 1947, and small amounts

of unclassified Series A-D, F, and G redemptlons in Juxe 1947,

Redemptions as a percentage of the amount outstanding of all series
of savings bonds declined during the fiscal year 1947. The ratio-of
.78 percent in February 1947 was the lowest reached in two years.

. The table which follows compares redemptions of all series of
Unlted States savings bonds with amounts outstanding monthly
during the fiscal year. - . _ -

Redemplions of all series of savings bonds as percent of amount outstanding, by
- -months, fiscal year 1947

[Dollars in millions. On basis of daily Treasury statements, see p. 265)

. i Redemptions

o . Redemp- { Amount out-
*."Month ' - | tions during | standing at |35 gggﬁgg of
. montb ¢ ~ {end of month outstanding
O e e 537 49,336 1.09
August______ 478 49,493 97
September._ 482 49, 560 97
ctober_.___ 489 49, 638 . 98
November.. 418 49,723 | . .84
December. o cocoieiuivannaaas I e e s e 504 49, 864 1.01
483 . 50, 406 96
398 50,772 78

449 50, 995
455 . 51,163 89
421 51,282 82
433 51,407 84

1 At current redembtion’ values, except;Series G bonds which are valued 4t par.

- The table which follows shows the redemptlon experience of 'savings
‘bonds by yearly series. ' The experience for Series A through E bonds
is shown in the upper part of the table and that for Series F and G
-bonds .combined, in the lower part. An analysis of these data by'
denommatlons 1s given in a table on page 412.
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Percent of savmgs bonds sold in each year redeemed through each yearly pemod
" thereafter 1

.[On basis of Public Debt accounts, see p. 265)

) Redeemed by end of—
Scries and calendar year in which
issued

1 year |2 years|3 years|4 years|5 years|6 years|7 years|8 years| 9 years

Series A through E

5 11 16 - 20 23 26
6 12 17 21 24 26
7 12 17 20 23 25
5 10 15 18 19 21
4 13 15 17 18
4 8 11 13 15 18
3 7 10 13 17 21
8 15 21 29 b0 RN PRNOR PP Fp—

15

19

28

E-1946. 23

Average, Series A-E issued - : o .
through Dec. 31,1941 _______ 5 10 14 17 20 22 24 26 29

Average, Series E issued from . -
Jan, 13,1942 ... 19 28 32 35 : 3-8 RN RN SR I

Series F and G

F-1941 and G-1941.. 1 3 5 7
F-1942 and G-1942.. 1 4 7 11
F-1943 and G-1943.. 2 6 10 14| ...
F-1944 and G-1944__ 2 61 10 [-oo... [
F-1945 and G-1945.___ 2 /2 D N EO
F-1946 and G-1946_ . ... ... b 20 (ORI PRNIPIPN PSRRI PRI PRSP SRR SNSRI EE
Average, Series F and G issued . R '
from May1,1941____________ 2 5 8 11 12 .75 ORI PR R

Note.—The percentages shown in this table are the proportions of the value of the bonds sold in any
calendar year which are redeemed before July 1 of the next calendar year, and before July 1 of succeeding
calendar years. Both sales and redemptions are taken at maturity value. The average percentages shown‘
above are 'simple averages of the percentages for the applicable annual series.

1 Percentages by denominations may be found beginning on p. 412,

© Maturity of Sertes C savings bonds.—All savings bonds issued in
the calendar years 1937 and 1038 were designated Series C, and carried
a 10-year maturity. This issue, accordingly, began to mature on Jan-
uary 1, 1947. Series A had matured from March through December
1945 and Series B had matured during the calendar year 1946.
Series C savings bonds were sold at 75 percent of maturity value
with an annual limit of $10,000 on purchases, maturity value. They
were issued originally in the amount of $470 million, issue price.
" When the Series C-1937 ‘savings bonds began to mature, there were
$427 million still outstanding at current redemption value, or about
74 percent of the amount issued plus accruals. There was no change
in the maturity provisions from Series B regulations. (See Annual
Report of the Secretary of the Treasury for the ﬁscal year 1946
page 49)
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United. States savings stamps.—Sales of United States savings stamps
during- the fiscal year 1947 totaled $26 million, while redemptions
- amounted to $52 million. Of the amount redeemed, $28- ‘million, or
53.6 percent, were exchanged for United States savings bonds. The
amount outstanding at the end of the fiscal year was $70 million.
Data on sales and redemptions of savings stamps from May 1, 1941,
through June 30, 1947, are shown in the tables on page 416. -

Treasury notes, tax series and savings series.—Series C Treasury
savings notes were sold during the fiscal year 1947 in the face amount
of $3,057 million. Redemptions of Series C notes amounted to $4,194
million. Of the total amount redeemed, $2,012 million were applied

in payment of taxes and $2,182 million were paid in cash. At theend - -

of the fiscal year there were outstanding $5,560 million of unmatured
Series C savings notes and $28 million. of matured Series A, B, and
C notes. (See the table on page 417.) <

TrEASURY BILLs

Offerings of 3-month Treasury bills were made each week during
the fiscal year 1947. As a continuation of the Treasury policy for
retirement of the debt held by the banking system, there was an
aggregate cash retirement of $1,200 million in bills during the last
three months of the fiscal year. Offerings of bills were made. in .
weekly amounts of $1,300 million until April 17, when $200 million
- of the maturing bills were retired. Bill retirements during the fiscal
year were effected as follows:

~ Amount Amount
matured retired
- Date of bills maturing.

In miltions of dollars -

1,300 200
1,300 200
1,300 200
1,300 200
1,300 100
1,300 100
1,300 200
9,100 1,200

The 13 issues outstanding at the beginning of the year totaled $17,039
million; the 13 issues outstanding at the end of the year totaled
$15,775 million. The 52 issues offered during the year were sold at
an average rate of discount varying around 0.375 percent.- Bids on
& fixed-price basis averaged about $27 million a week during 1947
and amounted in the aggregate to about 2 percent of all bids accepted.

Announcement was made on April 25, 1947, of a change in procedure -
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for the issuance of Treasury bills. Beginning with thé,is_sueida‘ted

May 1, 1947, tenders for bills were invited in exchange for maturing
‘bills as well as for cash, and exchange and cash tenders were accorded
equal ' treatment. . Cash adjustments were made for differences

- between the par, value of maturing bills accepted in exchange and. the ,

issue price of the new bills.
- Further information concerning Treasury bills will be found in the
exhibits beginning on page 159 and in the table on page 386.

DerrosiTaArRY Bonps

Issuance of the first series of depositary bonds, as authorized by
Department Circular No. 660, dated May 23, 1941, was continued
during the fiscal year 1947 to the various qualified depositaries and
financial agents. The total issues during the year amounted to $29
million and redemptions amounted- to $132 million, There were
$229 million outstanding on June 30,.1947.

Issuance. of the second series of depos1tary bonds as authorlzed by

Department Circular No. 714, dated June 25, 1943, was also continued ° ‘

during the year to the various qualified deposmarles for withheld
taxes. The total issues during the year amounted to $9 million, and
redemptions amounted to $9 million. There were $97 million out-
standing on June 30, 1947.

ArMED ForcEs Lrave Bonbps

On November 12, 1946, the Treasury Department issued regulations
for the issuance of armed forces leave bonds, provided under section 6
of the Armed Forces Leave Act of 1946, wherein living members and

living former members of the armed forces are entitled to receivé bonds -

of the United States in seftlement and compensation of accumulated
leave.
These bonds were issued in multiples of $25, with a minimum

denomination of $50, and dated the first day of the quarter-year -

period next following the date of discharge of the former member
of the armed forces provided he was discharged on or after January 1,
" 1943, and prior to September 1, 1946, or on active duty on September
1, 1946. - Each bond will mature five years from its issue date.
Interest will accrue at the rate of 2% percent per annum. The
bonds are nontransferable but may be assigned by: the owner to the
Administrator of Veterans’ Affairs for redemption for the purpose of

payments on a United States Government life insurance policy or a

national service life insurance policy under such regulations as may

be prescribed by the Administrator of Veterans’ Affairs. -The bonds.

are exempt from claims of creditors.
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During the fiscal year there were $1,847 million leave bonds 1ssued _
and $54 million retired, leavmg a total of $1,793 million outstandmg '
The regulatlons governing armed forces Jleave bonds appear in the

xhlblt; on page 165. -

Specian Nores oF THE UNITED STATES

_Pursuant to the provisions of section 7 of the Bretton Woods
Agreements Act,! the Secretary ofithe,Treasury is authorized from -
time to time to make payment of specified amounts to the Interna-
tional- Bank for Reconstruction and Development and the Inter--
national Monetary Fund on account of the subscription of the United
States, and to treat such.payments and repayments thereof as public
. debt transactions of the United States. The Secretary is authorized
and directed to issue special notes of the United States from time to
time to the Bank and Fund in exchange for dollars.

These notes bear no interest, are nonnegotiable, and are payable

" on demand of the Fund or the Bank, as the case may be. The face
" amount of the notes issued shall not exceed in the aggregate the amount

~ of the: subscrlptlon of the United States actually paid to the Bank
. or Fund.

The International Bank for Reconstruction and Development -
‘series ‘was issued bearing printed denominations of $1 million, $5
million, and $10 million; and a comparatively small number of notes
upon which the denomination was left blank when printed but upon
which the amount was entered at time of issue. At the end of the
fiscal year 1947, $416 million were outstandlng

. The International Monetary Fund series was issued in the denoml- -
na,tlons of $1 million, $5 million, $10 million, $50 million, and $100
~ million. At the end of the ﬁscal year there were $1,724 niillion' of
this series outstanding.

See also Monetary Developments on page 47.

SpeciAL Issums

Din‘ing the year the Treasury continued to issue special series of
mterest-bearmg securities for the investment of trust or other funds
"deposited in the Treasury. The amount of such obllgatlons out-
standing increéased by $5,035 million during the year. The total
outstanding as of June 30, 1947, amounted to $27,366 million. Detalls
will be found in the table on page 345 of this report. :

A\

CUMULATIVE ‘Sivkine Funp

Credlts accrumg to the cumulative sinking fund during the year
amounted to $588 million which, added to the unexpended balance

1 PubliojLaw 171;7see Report of the Secretary of the Treasury for 1945, p. 384.
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of $5,525 million brought forward from the previous year, made avail-
able $6,113 million for the year. None of the funds was used for the
retirement of bonds and notes which matured or which were called
during the fiscal year 1947. The unexpended balance of $6,113
million was carried forward to the fiscal year 1948. o :
Tables showing the transactions on account of this fund since.its
inception on July. 1, 1920, will be found on page 401 of this report.

. ' N
-SecurITIES IssUED BY CorRPORATIONS AND CERTAIN OTHER BUSINESs-
TYPE AcTIvITIES OF THE UNITED STATES GOVERNMENT !

During the fiscal year 1947, the Treasury continued the policy
announced in October 1941 under which funds needed by Govern-
ment corporations are provided by the Treasury instead of by the
sale of guaranteed securities in the open market. "Congress incor-
porated this policy into law with respect to the Reconstruction
Finance Corporation (Public Law 132, approved June 30, 1947),
which requires that Corporation to issue its obligations to the Secre-
tary of the Treasury. In addition, Treasury facilities continued to
be extended for servicing obligations of Government corporations.

Pursuant to the Government .Corporation Control -Act of 1945
" (Public Law 248, sec. 303 (a)), approved December 6, 1945, all bonds,
notes, debentures, and other similar obligations issued subsequent to
enactment of .this law by any wholly owned or mixed-ownership
Government corporation, and offered to the public, are subject to
_ such conditions as have been or may be approved by the SecretaryA
~ of the Treasury.

" During the year the Farmers’ Home Administration Act of 1946
was enacted (Public Law 731, approved August 14, 1946), authorizing-
the Secretary of Agriculture to issue notes to 4the Secretary of the
Treasury to obtain funds needed in excess of the appropriation pro-
vided to make payments to mortgagees as provided in that act with
respect to title I of the Bankhead-Jones Farm Tenant Act, as amended.

GUARANTEED OBLIGATIONS NOT HELD BY THE TREASURY

Matured and unmatured obligations fully guaranteed by the United
States and publicly held totaled $90 million as of June 30, 1947.
The unmatured obligations of $83 million compared with $467 million
a year earlier. The obligations outstanding on June 30, 1947, con-
sisted of certain nonmarketable demand obligations of the Commodlty'

Credit Corporation, issued principally to commercial banks in con- - .

~ nection with commodity transactions, and of marketable debentures

" 1 F¥or a summary of the limitations placéd by law on the amount of securities guaranteed by the United.
States which may be issued, see Annual Report of the Secretary of the Treasury for 1946, pp. 76 and 77.

764788—48——4

°
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_issued by. the Federal Housing Adnnmstratmn in exchange for .
mortgages. :
These obligations at the close of the past two fiscal years were as
follows

June 30, June 30, Net
1946 1947 decrease
Issuing agency
In millions of dollars
Commodity Credit Corporation. . ... .. coocomocmcmaaaaoan v 45 |- -379

Federal Housing Administration:

Mutual mortgage insurance fund._ ... 8 7 1
Housing insurance fund...._____._..__ . 7 [ 1
‘War housing insurance fund .. ... ... ... 27 25 2

Total unmatured obligations. ... «vueeiomseemcooemeennes o467 83 383

No1e.—Figures are rounded and will not necessarily add to totals. .
r Revised to conform to amount shown in the first daily Treasury statement of the fiscal year.

In accordance with the act of May 22, 1946 (Public Law 388), the
President, in a letter dated January 29, 1947, to the Federal Housing
Commissioner, approved an increase in the amount of mortgages that
may be insured under title VI of the act by $1.0 billion to a total of
$3.8 billion. The aggregate amount of principal obligations of all
" mortgages insured by the Federal Housing Administration is now
limited to $7.8 billion, which may be increased by an amount not
exceeding $1.0 billion with the approval of the President. In addi-
tion, the Commissioner is authorized to incur total liabilities of $165 -
million under title I of the National Housing Act, as amended for
insured renovation and modermzatlon loans.

OBLIGATIONS HELD BY THE TREASURY

‘Obligations (unmatured) issued by Government corporatlons and
other agencies and held by the Treasury at the close of the fiscal years
. 1946 and 1947 were as follows:

! . Net in-

June 30, June 30, crease or
1946 1047 | decrease
Corporation or agency . i = .

. In millions of dollars

Commodity Credit Corporation.__ ... . ... 1,301 510 —~791

Export-Impdrt Bank of Washington.. . PR R, 516 516
Federal Farm Mortgage Corporation. . . 13 3 21 . 8
Federal Public Housing Authority..... o 360 347, °—13
Home Owners’ Loan Corporation...... cmen 1 529 - =208
Reconstruction Finance Corporation... I 9, 205 9, 966 761

Tennessee Valley Authority. ... ... ——— 57 56 *
Total. oo e aieeammasmeeeo oo 11,673 11, 946 . 273

Note.—Figures are rounded and will not necessarilir add to totals.
*Less than $500,000;
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As a result of transactions under previously enacted legislation, the
borrowing power of the Reconstruction Finance Corporation was
changed during 1947. The amount of obligations which the Corpo-
ration was authorized to issue as of June 30, 1947, amounted to
$17,128 million, a decrease of $210 million since June 30, 1946. Pub-
lic Law 132, effective July 1, 1947, amending the Reconstruction Fin-
ance Corporation Act, authorizes future borrowings from the Secre-
tary of the Treasury in an amount outstanding at any one tlme
sufficient to carry out its functions.

Table 86 on page 476 shows, by agencies, the amounts of obligations -
authorized to be outstanding as of June 30, 1947, and the amou*\bs
actually outstanding on that date.

STATUTORY LimrraTion oN THE Pusric DEBr AND GUARANTEED
' OBLIGATIONS

Section 21 of the Second Liberty Bond Act, as amended by the
Public Debt Act of June 26, 1946, limits the amount of obligations
issued under authority of the act to $275 billion outstanding at any
one time. This limitation applies to the public debt and to those
obligations of Government corporations and other business-type ac-
tivities which are fully guaranteed by the United States (except such-
obligations held by the Treasury).

As of June 30, 1947, the unused borrowing authorization was $17 5
billion. The balance 1ssuable at the end of the fiscal year 1947 and
an analysis of the public debt and guaranteed obligations outstanding
as affected by the debt limitation are shown in the tables which
~ follow.

Status under Limitation as of June 30, 1947

(In millions of dollars]

Amount

Maximum amount of securities which may be outstanding at any one time, und"er . .

limitations imposed by section 21 of the Second Liberty Bond Act, as amended. - 275, 000
Amount of securities outstanding subject to such statutory debt limitation:

Government securities 1ssued under the Second Liberty Bond Act, as

amended .................................... 257, 402

Guaranteed SeCURITIes o -« le oo oo 190 _
Total amount of securities outstanding subject to statuiory debt limitation... } 257, 491
" Balance issuable under sueh authority . . -« oo oo ool o 17, 509

1 Excludes guaranteed securities held by the Treasury.
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Applzcatton of statutory debt, lwmtatzon o public debt and guaranteed obligations
outstanding June 30, 1947 \

\ [In millions of dollars]

Subject to | Not covered

: t statutory | by statutory
Class of security debtlimi- | debtlimi- | - Total

tation tation

Public debt:
Interest-bearing secuntxes N
Marketable issues:

Treasury bills. . el 15,775 |- 15,775
Certificates of 25,206 |- 25, 296
Treasury notes........... 8,142 |. 8,142
Treasury bonds—bank eligible.______ - 69,686 |_____ - . 69,686
Treasury bonds—bank restricted 1..___ 49,636 (-coo_o o ... 49, 636
Postal savings and Panama Canalbonds__._______j._________..___ 166 166
Total marketable issues......oocoooaaos P, 168, 536 . 166 168,702
Nonmarketable issues:

U. 8. savings bonds (current redemptlon value)... 51,367 [-coaeocoit 51,367
Treasury savings BoteS. . ve-coeoemocccmmenca-n- 5, 560
Depositary bonds........ 325
Armed forces leave bonds. ... 1,793
Total nonmarketable issues 59, 045

_ Special issues to Government agencies and trust funds. 27, 366

Total interest-bearing securities.. ... S, 254, 948 166 255,113,
Matured securities on which interest has ceased_....._..__ N - 225 6 23]

Obligations bearing no interest:

United States savings stamps. ..o ooooeomooaoo. (VN PO 70
Excess profits tax refund bonds. ... ... ... 19 | 19
Special notes of the United States: .
International Monetary Fund series. ........_.... 1,724 |ooo... 1,74
‘International Bank for Reconstruction and De- : ’
velopment Series. - oo oioeoooieoo 416
Currency items, éte.3 . oo ioooo- : 713
Total obligations bearing no interest.. ... _...._ 2,229 713 2,942
) Total publicdebt . _______ . 257, 402 884 | 258, 286
Guaranteed securities: ¥ B
Interest-bearing securities. ... ... . ... 83 |ecoeooaol . 83
Matured debt. ..o . e cmmm— - [T P, 6
Total guaranteed securities. . ... ... 90 foccoeoozoaoen . 90

Total public debt and guaranteed securities outstanding. 257, 491 884 258, 376

Nore.—Figures are rounded and will not necessarily add to totals.

1 Issues which commercial banks may not acquire prior to a specified date (Wlth minor exceptions).

2 Consists of United States notes (less gold reserve); deposits for retirement of national bank and Federal
Reserve Bank notes; and other obligations bearing no interest.

3 Excludes guaranteed securities held by the Treasury.

INnTEREST ON THE PusLic DEBT

. Interest paymeénts on the public debt during the fiscal year amounted
to $4,958 million, compared .-with $4,722 million (daily Treasury
statement basis) in 1946. Interest payments in 1947 do not reflect
the full annual interest savings which ultimately will be effected from
debt retirements made during the year. In the first place, there is
a time lag between the retirement of debt and the time the interest
savings become effective; for instance, only about a half<year’s inter-
sest would be saved on debt retired in the first half of the year while
« the interest savings on debt retired in the latter half would not be
noticeable uritil’ the year following. The second factor which tends
to offset interest savings on the retirement of marketable debt is- the
somewhat higher average rate paid on new securities issued during the
year, such as special issues to trust funds and Government invest-
ment accounts, than the rate paid on the securities retired.
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The effect of Treasury financing operations, during the year as they
relate to the interest burden of the debt is shown in the following
table.. '

Computed average mterest rate and interest paid in'the fiscal years 1946 and 1947
on outstanding public debt

[Dollars in millions. On basis of Public Debt accounts, see p. 265]

Average Average
interest- | Lnterest interest Interest | Change in
paid in paid in interest
rate June | 1946 rate June 1947 ia
30, 1946 © | 30,1947 pat
Marketable: . . . Percent . Percent
"Bills. 0.381 - §65 0.382 463 . —~$2
.875 314 875 247 | | —67
1.289 264 1. 448 190 —74
. o 2.307 2,627 2.307 . 2,763 © 4136
Subtotal.“._.._.' .................... 1.773 3,270 1.871 * 8,264 —6
Nonmarketable: . ]
Armed forces leave bonds. .. - ooou oo |ooi oo 2. 500 21 .- +2
Savings bonds_..__......_. - 2.777 831 2.765 1, 000 4169
Savings notes. .o ccme oo 1.070 111 1.070 81 ~30
Depositary bonds_ ... ... 2.000 10 2.000 |- 7 -3
Adjusted service bonds_ ... ... | ... b N R 2 =19
Subtotal. oo 2. 567 973 2. 593 1,002 - <119
Special iSSUeS. oo oo oo 2.448 505 2.510 602 497 )
17 ) PRI 1. 996 4,747 2.107 4,958 Jo4m

NorE.—Figures are rounded and will not necessarily add to totals. The average rates shown for savings
bonds and savings notes represent the annual yield if held to maturity. Only the discount currently aceru-
ing on savings bonds is included in interest payments. On the other hand, interest on armed foroes leave
bonds and savings notes is paid only at time of redemption.

~

The over-all computed average rate on the interest-bearing public
debt outstanding on June 30, 1947, was 2.107 percent, compared with
© 1.996 percent a year earlier. This increasein the general average rate
was due to the retirement of large-amounts of short-term debt bearing

relatively low rates of interest, and the continued issue of nonmarket- -

able and special issues at higher-than-average rates. The term
structure of interest rates on Government securities as of June 30,
1946, and June 30, 1947, is compared in chart 6 on page 40.

The following summary (on basis of Public Debt accounts) gives the
amounts of the interest payments for both the public debt and guaran-
teed obhgatlons classified according to their Federal income tax
status, for the fiscal years 1946 and 1947, with changes from 1946.

1946 | 1047 I Change

'Federal income tax status
. N In millions of dollars

. Public debt: . ’ ’
Subject t0 the tax_ oo oo oo e 3,531 3,755 +224
Subject, with minor exceptions, to surtax only. 686 |- 504 | —92
Wholly exempt. .o ool 26 7 ; -19
Special issues (wholly exempt).. . c-cemvemmmommmmmo o 505 - 602 +97
Guaranteed obligations: .

Partially tax-exempb. .. oo oo e imceceeen R, .- 2 .2
Wholly tax-exempt._ _.-..--.. . (@] ™

Total mterest payments 4,749 4, 960

NOTE. —Flgures are rounded and w1]l not necessanly add to'totals

*Less than $1,000,
1 Not held_by the Treasury.
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YIELDS OF OBLlGATIOﬁS' OF THE UNITED STATES
BASED ON CLOSING PRICES ‘

PERCENT ] PERCENT
TAXABLE SECURITIES . )
28 28
28— - June 30. 1946 i . . 26
June 30./947 : 7 )
24 - - 24
: ot
22 : , //”;{ : 22
20 et 20
Bank Restricted ~Callable
1.8]
Barnk Eligible - Callable - . 18
16 / = 1.6
M..-“
(X3 — 1.4
1.2F 12 -
1.0 1.0
8 8
Bank Eligible - Fixed Maturity
6 6
4 4
2 2
= O I A U ) 1 1 1 1 L Il ] 1 1 I} ] A L vI 1
(o] 10 13 - 20 25 °
. YEARS TO MATURITY OR CALL
2.2 i T - S 2.2
PARTIALLY TAX—EXEMPT SECURITIES i )
20 20
L8 —— June 30, 1946 B : . 1.8 .
: June 30,1947
1.6 - 1.6
14 S 14
/,...-.. .... g 12
e 10
Bank Eligible - Callable
8
K
4
2 2
o 1 Y S N | A 1 Lol ] MR -l L - el 1 i R N | [l L .
o 10 15 25 °
; YEARS TO MATURITY OR CALL

CHART 6.

NoTE.—Partially tax-exempt securities with fixed maturities and wholly tax-exempt securities are omitted
because they are too few in number and too small in outstanding amount to permit drawing a significant .

ourve. ) :
‘All bank-restricted issues are callable and all partially tax-exempt issues are bank-eligible.

The bank-eligible 2%’s of 196772 have been omitted from the chart in order to avoid undue complexity.
The 2%’s of 1956-59 (which were bank-restricted until September 15, 1946) have also been omitted for 1946.
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OWNERSHIP OF INTEREST-BEARING FEDERAL SECURITIES o

41

The interest-bearing -debt of the United States Government de-
clined from $269 billion to $255 billion during the fiscal year 1947.
Of this $255 billion, 64 percent was held by nonbank investors as a
group. Since these same investors held only 60 percent of the debt
on June 30, 1941, one effect of the Treasury’s financing program
during the last six years has been to reduce slightly the proportion of
- debt held in the banking system.
an important share in this improvement in nonbank participation in
debt ownership, as is shown in the following table.

Individuals as a group account for

Ownership of Federal securities ! by investor'ciasses as of June 30, 1941 through 1947

June 30
Investor classes -
1941 | 1042 | 1043 | 1044 | 1945 | 1046 1947
Amounts, in billions of dollars
" A. Estimated ownership by:
1. Nonbank investors’ ] . ) .
a. Individuals 2 __.__ . __ . _____...___ 10.9| 17.9[ 30.3| 451 585 62.9 66.1
b. Other nonbank investors: =
(1) Insurance companies. .......... 7.1 9.2( 13.1| 17.3| 22.7] 25.3| 25.0
(2) Mutual savings banks_.....__.. 3.4 3.9| 6.8 7.3 9.6| 11.5] 121
(38) Other corporations and associa-
tions 3 . ieiaees 2.4 5.4 16.5 25.8 20.8 25.21 20.1
(4) State and local governments_... .6 .9 1.5 3.2 5.3 6.5 7.1
(5) Federalagenciesandtrustfunds.{ 8.5| 10.6 | 14.3 | 19.1 | 24.9| 29.1 | ‘32.8
) (8) Total other nonbank investors.| 22.0 20.9| 49.7) 726 92.3| 97.5| 97.2
¢. Total nonbank investors._........_.. 32.9 | 47.8 | 80.0 | 117.7 | 150.8 | 160.4 | 163.3
2. Banks: . ]
a.- Commercial banks 19.7] 26,0 52.2| 68.4| 842 84| 70.0
b. Federal Reserve Banks. 2.2 2.6 |- 72| 149 21.8 23.8; 2L9
c. Total banks. ..o, - 21.8| 28.7 59.4| 83.3)]106.0 | 108.2 91.9
3. Total interest-bearing debt outstanding......| §4.7 | 76.5 | 139.5 | 201.1 | 256.8 | 268.6 | 255.2
Percent of total
B. Percent owned by: =
1. Nonbank investors: )
a. Individuals® ... . .. 20 24 22 22 23 23 26
b. Other nonbank investors.. 40 39 36 36 36 3|, 38
60 62 57 59 59 60| < 64
2. Banks. 40 38 43 41 41 40 36'
3. Total interest-bearing. debt outstanding...... 100 100 . 100 100 100 100 100

Nore.—Figures are rounded and will not necessarily add to totals.

t-Comprises interest-bearing public debt and guaranteed obligations of the Federal Government.

? Includes partnerships and personal trust accounts,

8 Includes savings and loan associations, dealers and brokers, and 1nvestments of (orelgn balances and in-

ternational accounts in this country.

a Federal securities comprise public debt and guaranteed obligations of the Federal Qovernment.
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CHANGES N OWNERSHIP or FEDERAL SECURITIES DURING THE FIscAL
YEAR 1947

The decline in bank-held debt during the fiscal year 1947 was
_greater than the $13.4 billion. decline in the total debt, since the -
Treasury’s debt pay-off program was concentrated on securities
held for the most part. by commermal banks and the Federal Reserve
Banks. e
M,arketable debt declined by nearly $21 billion during the year (all
but a few million dollars of it in bills, certificates, and notes) and
three-fourths of the drop was reflected in bank holdings. Mean-
. while the increase in nonmarketable securities in nonbank hands ‘was
more than sufficient to offset the $5 billion decline in nonbank hold-
ings of marketable debt. There was some tendency for banks to
pick up bank-eligible bonds from nonbank investors during the year,
but this pick-up accounted for only about 10 percent of the bank
decline in bills, notes, and certificates, as disclosed in the following
table.

Estimated bank vs. nonbank absorption of interest- beartng Federal securities by
type of issue, fiscal year 1947 .

{In billions of dollars]
Change accounted for by
' Total -
change
in X Banks
amoun -
Nonbank
. outisntand- investors c :
g . ° Total ommer-|- Federal
: cial Reserve
A. Marketable securities: l . i
1 Treasury blllS....-,..._“_....-__........_.__ -1.3 —0.9 —0.4 —0.4 ™)
. Certificates and .90 % notes. . —14.4 -1.7| . =127 —11.0 -1.7
3 QOther Treasury notes...... ... -5.2 -.9 —4.3 —4.1 -2
4, Treasury bonds......__ I R, —1 6 +1.6 | +1.7 *)
A 1 EO RO feereeee| =200 51| —1s8| -13.9| —19

B. Nonmarketable securities: . .
1. Savingsbonds...._...._.... S

. Savings notes......___... S

. Armed forces leave bonds____...___..___....

C. C. C. demand obligations..........._._..

.- Depositary bonds..“ J

[i%

Sk N

C. Speciai issues to Federal agéncies and trust funds. .|
.D. Total (0T3P

NoOTE. —Flgures are rounded and WIII not necessarlly add to tota]s
*Less than $50 mllhon
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Although the Treasury did not issue any new marketable securities

for cash during 1947, issuance of other securities amounted to almost

$18 billion—all (except for a negligible amount) to nonbank mvestors.
- Sales of savmgs bonds’ (including accruals) amounted to nearly $8
billion and savings notes, $3 billion. Nearly $2 billion armed forces
leave bonds were issued and $5 billion was added to special issues held -
by Federal agencies and trust funds. .

The Treasury paid out a little over $31 billion on redemptlons and
cash maturities during the year, of which $10 billion involved savings -
bonds and notes. Practically all of the remainder represented the $21
billion of cash pay-offs by the Treasury in its program to retire market-
able debt. Two-thirds of these pay-offs were made on securities held
by commercial banks and Federal Reserve Banks. Bank holdings of

. Federal securities declined by more than the arnount of Treasury pay--
offs on bank-held securities, however, as commercial banks liquidated
further in the market. On net balance the banking system sold
approximately $1.7 billion in the market during 1947. These securi-
ties, together with the $1.2 billion of marketable issues sold by Federal
agencies and trust funds during the year, were purchased principally
by insurance companies, mutual savings banks, and State and local
governmental funds.

The net effect, then, of charges in debt during the year was to
increase nonbank holdmgs of Federal securities by $3.0 billion while
bank holdings declined by $16.4 billion. The trends of investment
among the various nonbank investors differed widely, however, as is-
shown in the table following. Individuals increased their holdings by -
over $3 billion—roughly half of it in savings bonds and half in armed -

forces leave bonds. Federal agencies and trust funds continued to -

accumulate significant surpluses in social security and military insur-
ance funds and invested $3.8 billion in Federal securities. Mutual
. savings banks and State and local governments also increased their -
portfolios during the year, but holdings by insurance companies fell
off slightly. The most significant decline for any nonbank investor
“group was the $5.1 billion reduction in holdings by other corporations
and associations, reflecting, as in 1946, the conversion of some cor-
porate liquid assets into expanding inventories recetvables, plant, and
- equipment. The figures on transactions in Federal securities during
the year are summarized on page 44.
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Estimated transactions in Federal securities1 by investor classes, fiscal year 1947 '

[In billions of dollars]

Purchases | Coemp- | Net
urchases ions
Investor classes from and cash ’?r’;‘g‘s?t ,‘;%ggﬂ)gg;
Treasury | maturities |- actions Lo
A. Nonbank investors: . . X
1. Individuals 2 .o . 9.1 —6.3 +0.5 +3.3
2. Other nonbank investors: ) )
a, Insurance companies. ...-...o.oooeooooo . .1 -7 4.4 -2
b. Mutual savings banks...___......._..._. .1 -2 +.9 +.7
¢. Other corporations and associations 3 ___ 3.5 —8.8 +.2 =5.1
d. State and local governments_.__._._.____ ™ —.4 +1.0 +.6
e. Federal agencies and trust funds.__._.__. 5.0 -1 —-1.2 +3.8
f. Total other nonbank investors 8.7 —10.2 +1.3 -3
3. Total nonbank investors_....c....c...ooo.._ - 17.8 —16.5 +1.7 +3.0
B. Banks: ’ : T .
.1, Commerecial banks_ ... .. .............._. Bt —10.8 ~3.8 —14.4
2. Federal Reserve Banks ... ..o oo |ooaooals —4.0 +2.1 ~1.9
* 3. Total banks........... e 1 —14.8 -1.7 —16.4
C. Total all investors. ... 17.9 =313 |eeaeeae —13.4

NOTE.—Figures are rounded and will not necessarily add to totals. Special issues and Treasury bills
are included in the figures on purchases and redemptions on the basis of net changes in amounts outstanding
(rather than gross issuances and retirements).

*Less than $50 million,
Footnotes on p. 41.

During each of the war years, of course, Federal securities repre-
sented practically the only investment outlet for the principal financial
‘investor groups in the country. Since the Federal debt retirement

“ program got under way, however, private borrowing, notably in the

form of consumer, industrial and real estate. loans and corporate -
securities, began to expand significantly. Of the leading financial

investor groups—Iife insurance companies, mutual savings banks, and

commercial banks—only mutual savings banks continued to use

Federal securities as their primary outlet for investment funds during .
the year. The changes in the various investments of these institutions
during the year are outlined in the following table.

Estimated net changes in investments of leading financial investor groups, fiscal

year 1947
" [In billions of dolars]
Mutual sav- | Commercial f\‘];rgeuég;f'
ings banks banks panies
Federal seCUrities . ... ..o moooomoo oL +0.7 —14.4 —0.5
.All other loans and investments_ ... ..oceoonoo... +.5 +7.6 - +4.0
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Despite the impact of the Treasury’s debt retirement program on the
_various investor groups, and the increasing importance of private
hnancmg, Federal securities still constitute the most important single
asset in the balance sheets of the large financial institutional groups
in the country. In June 1947, Federal securities accounted for over
60 percent of the earning assets of commercial banks. They accounted
for 60 percent of the assets of mutual savings banks and close to 45
percent of the assets of insurance companies. Federal securities
constitute a third of the total liquid assets held by individuals (assets'
in the form of currency, checking accounts, savings accounts of all
types, and Federal securities). In spite of recent liquidations, over
10 percent of corporate current assets (including inventories and
receivables) are in Federal securities, as compared with less than 5
percent before the war.

The following .table shows the effect on each of the major investor
groups of the shift in Federal financing from the intensive war finance
program to the postwar program of debt retirement. Commercial

- banks and Federal Reserve Banks together showed a significant
decline in Federal security holdings for the first year since before the
war. Meanwhile, nonbank investors continued to absorb securities

-during 1947 but at a rate much below the peak of wartime invest-
ment.

' Estzmated net absorptwn of Federal securities,! by tnvestor classes Jiscal years 1941
through 1947

[In billions of dollars) .

w | oo =atd

Investor classes » 1941 | 1942 | 1943 | 1944 | 1945 | 1946 | 1947
A. Nonbank investors:
. Individuals 2. . oo eamas 1.2 7.0 12.4 14.8 | 13.4 4.4 3.3
2. Other nonbank mvestors .
a. Insurance compames _________________ 6 2.0 4.0 4.1 5.4 2.6 —.
b. Mutual savings banks....._.__...._.. .3 .5 1.4 2.0 2.3 1.9
¢. Other corporations and associations3._.| —.1 3.0 10.1 | 10.2 4.1 —4.6.| =5
ad. State and local governments.._..._... .2 .3 .6 1.7 2.1 1.2 .
e. Federal agencies and trust funds._.._. 1.4 2.1 3.7 4.8 58 4.2 3.
f. Total other nonbank investors........| 2.4 7.9 19.8| 229 19.7 5.2 -~
3. Total nonbank investors....__._____..._.._. 3.6 149 32.2| 37.7| 33.1 9.6
B. Banks:
1., Commercial banks. ... ......_....... 3.6 6.4 26.2| 16.2| 158 L2 —14.4
2. Federal Reserve Banks. ... ... ... -.3 6| 46| -77] 69| 20| —-L9
-3, Total banks._ i ieieeoaa- 3.2 6.8 30.7| 23.91 227 221 —16.4
C. Total increase in interest-bearing debt outstand- ~
1 S - 6.9 21.8| 63.0| 616! 55.7| 11.8 | —13.4

Nore.—Figures are rounded and will not necessarily add to tota]q
Footnotes on p. 41.

3.0
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This slowmg—up of nonbank investment in Federal securities was
characteristic of other liquid .assets of nonbank investors as well.
Nonbank checking accounts increased by about $3% billion in the
fiscal year 1947, as compared with a $12% billion gain the preceding
year, and increases in savings accounts in commercial banks in 1947
were less than half the 1946 rate. Currency held by nonbank investors
was $.2 billion lower on June 30, 1947, than a year before. The

" Federal deficit was, of course, eliminated as a contributing factor in
new liquid asset creation in 1947 and the expansion of private bank
_credit accounted for practically all of the increase.*

SECURITIES OWNED BY THE UNITED- STATES AND PROPRIETARY
© INTEREST IN CORPORATIONS AND CERTAIN OTHER BUSINESS-
TYPE ACTIVITIES OF THE UNITED STATES GOVERNMENT

.SecurIiTiES OWNED

On June 30, 1947, the United States owned securities consisting of
-capital stock, bonds, etc., of Government corporations and agencies
and indebtedness to the Government by railroads, farmers, ship-
owners, and others in the net face amount of $20,755 million; and
obhgatlons of foreign governments arising out of World War I in the
principal amount of $12,660 million. A statement of the securities’
owned, exclusive of these foreign obligations, at the end of the fiscal
year 1947 is shown in the table on page 434. - An explanation of the
increase or decrease of such securities during the fiscal year 1947 is
shown in the table on page 436. A summary of the holdings of securi-
ties at the end of the last two fiscal years is shown in the followmg
table:

‘

Summary of securities other than World War I obligations of foreign governments

owned by the United States Government, June 30, 1946 and 1947
(In millions of dollars]

Security June 30, 1946 | June 30, 1047 | Jnerense or,

Capital stock of dovernment corporations $2,445.1 $2, 506 7 $111.6
Paid-in surplus of Government corporations. .- 37.9 —36.9
Bonds and notes of Government corporations 111,672.1 11, 945 8 273.7

Other secuntles I 1,645.7 7 068. 4 5,422, 7

: Total all securltles ..................... s 15, 800. 8 21,571.8 5,771.0
Less interagency ownership: : ;

Capitalstock.. ... 0. . __. e e aeeacmecamenans 264.8 264 9. .2

Paid-in surplus. ... ... R [, 1.0 1.0 |oceooac eaen

Other securities..____.__.___._.__._. R - R 396.0 551.2 155.3

" Total interagency ownership 661, 7 817.1 Y1554

Net securities owned........_. e e 15,139.1 20,754.7 5,615.6

Note.—Figures are rounded and will not nécessarily add to totals

1 Exclusive of $1.0 million in transit for redemption.
2 Includes loans and advances by Farm Security Admmlstratlon, Rural Electrification Admmlstratlon,
Federal Works Agency, ete.

s Detail on the relationship between Federal fiscal operatlons and income flow and liquid asset formation
during the fiscal years 1941-1947 is shown in tab]e 110,
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In accordance with the act approved February 24, 1938 (52 Stat.
79), the Secretary of the Treasury canceled.during the year obligations
of the Reconstruction Finance Corporation amounting to $.2 million,
representing certain expenditures previously made by the Corporation.
This brought the total of the obligations of the'Reconstruction Finance
Corporation canceled to $2,786 mllhon as shown in the following
table:

Reconstruction Finance Corporation: 3 “Amount )
Obligations canceled through June 30, 1946__________ 1 $2, 785, 458, 704. 21
Obligations canceled during 1947 on account of expend-

itures for expenses of regional agricultural credit

corporations (sec. 201 (e) of Emergency Relief and

Construction Act of 1932; sec. 33 of Farm Credit :
Act.of 1937)"_-_-_-_-______-_-___7 ......... ——- 214, 576. 40

Total through June 30, 1947______________ Ze--- 2,785,673, 280. 61

1t For detail of cancellations, see annual reports for fiscal years 1946, p. 81; 1945, p. 93; 1944 p. 94; 1943,p 113;
1942, p. 41; 1941, p. 51; and 1940 pp. 114-115.

PropPrIETARY INTEREST 1IN CORPORATIONS AND CERTAIN OTHER
Business-Type AcriviTies oF THE UNITED STATES GOVERNMENT

In order to show the amount of the Government’s interest in Gov-
ernment corporations and certain other business-type activities, the
Treasury compiles balance sheets from reports received from such
corporations and activities which are published in the daily Treasury
- statement (see p. 464). These statements show the amount and
classification of the assets and liabilities of the various corpdrations
and activities, the privately owned proprietary interest in corpora—
- tions, and proprietary interest of the United States.

MONETARY DEVELOPMENTS
INTERNATIONAL FINANCE

In the course of the year ended June 30, 1947, active steps were .
taken by the United States Government to settle some of the out-
standing financial and monetary problems arising from war and to
assist in the process of reconstruction. The National Advisory
Council on International and Financial Problems has acted as the.
coordinating agency of the United States in these activities. The
Council advises and consults with the American representatives on the
International Bank for Reconstruction and Development and the
International Monetary Fund. It takes such actions as are required- -
of the United States Government by the Articles of Agreement of

these -institutions, except in those matters which are reserved “for - .

congressional action by the Bretton Woods Agreements Act. - The
United Statés has participated in the work of international financial -
reconstruction through its membership in these international organiza-
tions and also through the lending activities of United States agencies.
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The International Fund and Bank.—During the fiscal year 1947 the
International Monetary Fund and the International Bank for Recon-
struction . and -Development began active operations. The first
annual meeting of the Boards of Governors of both organizations
was held in Washington in September—October 1946. At these meet-

. ings additional rules and regulations were adopted, new members
admitted, and adjustments made in quotas and subscriptions. The
Secretary of the Treasury, John W. Snyder, as United States Governor
of both the Fund and the Bank, presided at these meetings.

The United States completed payment of its subscnptlon to the
Fund and the Bank on February 26, 1947. In conformity with- the
_ Articles of Agreement-and the Bretton Woods Agreements Act, the

subscription to the Fund was paid partly in gold ($687,500,000.11),

and partly in cash ($280,499,999.89), and partly in’ nonnegotiable,
noninterest-bearing notes ($1,782,000,000). These notes are payable
_on demand in dollars when needed by the Fund in its operations. -Of =

. the total amount, $1,800,000,000 was paid from the exchange stabiliza-
tion fund established by the Gold Reserve Act of 1934, and the balance
was treated as a public debt transaction. The ‘United States also’
completed the payment of the required 20 percent of its subseription
to the stock of the Bank., Cash payments amounted to $69,215,000,
and $565,785,000 was paid in the form of noninterest-bearing, non-
negotiable notes. The remaining 80 percent of the subscnptmn will
not be called unless required to meet the Bank’s obligations.

‘On September 18, 1946, the Secretary of the Treasury communicated
the par value of the United States dollar for the purposes of the Fund
as 15%; grains of gold, nine-tenths fine. This is the weight of the
gold dollar as fixed by the Presidential Proclamation of January 31,
1934. Other member countries similarly communicated the par values
of their currenc1es in terms of gold or of dollars of this weight and
fineness.

. On December 18, 1946, the Internatlonal Monetary Fund announced

- that it had accepted the par values communicated to it by the majority
of the member countries. The Fund recognized that some of these
par values, based on the existing ratés of exchange, might require
adjustment at some future date since they might be “found incom-
patible with the maintenance of a balanced international payments
position and a high level of domestic' economic activity . . .” and -
“that at the present exchange rates there are substantial dlsparlmes
in price and wage levels in a number of countries.” March 1,1947,
was the date established by the Fund for the beginning of exchange
transactions. At this date almost all of the member countries had
‘completed payment of their subscriptions. Exchange transactions
have begun with a few countries. : ‘

~
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In the course of the fiscal year the International Bank began prepa-
rations for the issue of its obligations. Applications for loans totaling
more than $2 billion were received by the Bank. By the end of the
fiscal year one loan of $250 million was made to France, -

National Advisory Council on. International and Monetary Financial
Problems.—The National Advisory Council, composed of the Secretary
of the Treasury (Chairman), the Secretary of State, the Secretary of
- Commerce, the Chairman of the Board of Governors of the Federal
Reserve System, and the Chairman of the Board of Directors of the
Export-Import Bank, was established by the Bretton Woods Agree-
ments Act to coordlnate the policies and the operations of the United
States representatives on the Fund and Bank and of all agencies of the
Government making foreign loans or engaging in foreign financial,
exchange or monetary transactions.” The Council has submitted its
report to the Congress through the President, and more complete data

on its activities may be found in these reports. (See exhibits 28 and 29, .

beginning on page 180 of this report.) !

In accordance with its statutory responsibility, the Councﬂ has co-
ordinated a wide variety of foreign financial transactions by agencies.
of this Government, including foreign loans, financial settlement of war
accounts, and credits to foreign governments or their nationals for pur-
chase of United States. Government surplus property. Its objective
has been to achieve a consistent United States foreign financial policy.
Problems which before the institution of the Council had been dealt
with by individual agencies and, in many cases, with only incidental
coordination; have been made the subject.of joint discussion and joint
decision. " The Council considers various criteria for foreign loans,
among which are the purpose of the loan, the need for the loan, the
borrower’s ability to repay, the allocatlon of available loan funds
among applicant countries, the alternative sources of loan funds, and
the possible effects of the use of loan proceeds on the United States

domestic economy. On the basis of these criteria, the Council ap- -

proves or disapproves consideration by the lending agency of a pro-
posed loan or credit. Thus, through an over—all_analyéis, the Council
offers its best judgment to a lending agency with regard to particular
loan applications. - .
In the course of the year the Councﬂ approved for consideration
loans by the Export-Import Bank aggregating $325 million. The
Council also has coordinated the policies of Government agencies re-
sponsible for the settlement of lend-lease and surplus property. Agree-
ments for the mutual settlement of lend-lease and other wartime obli-
gations have been made with the United Kingdom, France, Belgium,
_South Africa, India, Australia, the Netherlands, and New Zealand.
Negotiations for the settlement of lend-lease and surplus property



50 REPORT OF THE SECRETARY OF THE TREASURY

matters have been undertaken with the Union of Soviet Socialist
Republics, China, Greece, Czechoslovakia, and Norway. In the case
~ of Italy, the Council, after consultation with congressional committees
and the Comptroller General, recommended that the Treasury should
make payment, upon certification. by the War Department, to the
Italian Government of dollars set aside in the Secretary of the Treas-
“ury’s accounts to cover expendltures made by the United States
Armed Forces in Italy for the procurement of supplies, services, and -
facilities. This recommendation was approved by the President.

The Council has formulated general policy for the guidance of the
Office of the Foreign Liquidation Commissioner, Department of State,
in financing surplus property sales abroad. These sales are made for -
dollars, wherever possible, and credits for the balance -are extended
under standard conditions. This policy was coordinated with the
lending policy of the Export-Import Bank.

- The Council also. approved for consideration by the War Assets
Administration credits of $110 million to finance sales of domestic
surplus property to foreign governments. The United States Mari-
time Commission approved of $261 million for the purchase of ships
available for disposal by the Commission after consideration by the .
National. Advisory Couneil.

The Council recommiended to Congress the authonzatlon of an
emergency loan to meet the budgetary needs of the Philippine Gov-
- ernment for the current fiscal year, and initiated the establishment of
-'a Joint Philippine-American Finance Commission to study the
financial and budgetary problems of the Philippine. Government.
Congress, by an act approved August 7, 1946, authorized the Recon-
struction Finance Corporation, after consultation with the Council,
to extend credits up to $75 million to the Philippine Republic during
the fiscal year 1947, on appropriate terms and' conditions. On the
basis of the interim recommendations made by the Joint Finance
- Commission, the Reconstruction Finance Corporation, after consul-
tation with the Council, extended credits of $70 million to the Philip-
pine Republic. By the end of the fiscal year 1947, $10 million of this .
credit was repaid. The Joint Financial Commission submitted -its
final report on June 7, 1947. The report outlined. a comprehensive
financial, monetary, and trade program to achieve economic recovery
and development in the Philippines. The Commission reported that
if the substance of the program is put into effect, the Philippine Gov- _
ernment will not require additional foreign loans to meet internal
budgetary deficits, and that the Philippine economy should be able
to finance the ambitious program of construction and expansion
already formulated. (Cf. House Document 390, 80th Cong., 1st sess.) .-

One of the important problems confronting the Council during this

-
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year was the coordination of the policies of various agencies on inter-
est rates and terms of repayment for credits extended to foreign -
countries under the legislation governing these agencies. The
Council also considered a program of relief to go into effect on the
termination of the United Nations Relief and Rehabilitation Adminis-
tration and expressed its opinion that the proposed program would be
consistent -with the foreign financial policy of the United States
Government.
The Council has been assisted in its work by the President’s Com-
- mittee for Financing Foreign Trade, composed of bankers and busi-
ness men appointed by the President on June 26, 1946. This Com-
mittee has met with the Council and has given valuable adv1ce and
agsistance to it.

Tae ANGLO-AMERICAN LoAN AGREEMENT

Congress, by joint resolution approved July 15, 1946, authorized
the Secretary of the Treasury, in consultation with the National
Advisory Council, to carry out an agreement dated December 6, 1945,
between the United States and the United Kingdom, and authorized
the Secretary to make $3,750 million available as a line of credit to
the United Kingdom, in accordance with this agreement. The pur-
poses of the line of credit are to facilitate purchases of goods and
services in the United States by the United Kingdom, to assist the
United Kingdom to meet postwar deficits in its current balance of
payments, to maintain adequate monetary reserves, and to assume
the obligations of multilateral trade, as defined in the agreement.
The United Kingdom was to make the sterling receipts from current
transactions of all sterling area countries available for current trans-
actions in any currency area without discrimination. The United
States and the United Kingdom also agreed not to impose restrictions
on payments for current transactions of sums accumulated after
July 15, 1947. These obligations were to be assumed on July 15,
1947, unless in exceptional cases a later date was agreed upon by the
two governments after appropriate consultation. The United King-
dom also agreed that after July 15, 1946, it would not apply exhange
controls in such & manner as to restrict payments or transfers in
respect of the products which it imported from the United States, or
the use of sterling balances which United States residents had acquired

- as a result of current transactions. Each of the governments agreed

not to discriminate against imports from the other country with

-certain specified exceptions.  The United Kingdom also stated its

intention to try to obtain agreement regarding the settlement of its

accumulated sterling ba.lances The Government of the United
764788—48—5 :
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Kingdom assumed the obhgatlons agreed upon on July 15, 1947,
© except with respect to certain countries with which the United Km,g:-
dom Government had not yet negotiated agreements

Poricy oN GoLp AND SILVER

The Treasury continued-its policy of selling and buying gold at $35
per fine ounce (plus or minus one-fourth.of 1 percent and other Mint
charges) for the settlement of international balances. The Treasury
also continued the policy of enforcing the Gold Declaration of Febru-
ary 22, 1944, in which it is stated that the United States Treasury does
. not recognize the transfer of title to looted gold and will not purchase

gold located outside the United States from foreign countries which
had not as of February 22, 1944, broken relations with the Axis or
which continued to buy gold from ‘countries maintaining relations
with the Axis, unless the Treasury is satisfied that such gold was not -
acquired from the Axis or that the seller was not able to sell this gold
as a result of thé acquisition of Axis gold. As of the end of the fiscal
year, settlements for the return of looted gold had been negotiated with
Switzerland and Sweden by the United States Government acting
jointly with the Governments of France and the United Kingdom.
Similar negotiations were under way with other countries subject to
the Gold Declaration.

On July 31, 1946, an act of Congress was approved by the President
providing that domestic silver mined after July 1, 1946, and tendered
to the Mints within a year after the ore from Which it is derived was
mined, would be received for coinage by the Mints with a seigniorage
deduction of 30 percent. Consequently the Treasury’s purchase price
for newly mined domestic silver is 90.5 cents per fine ounce. The act
also authorized the sale or lease by the Secretary of any silver held or
owned by the United States, under such terms as he shall deem advis-

“able, at not less than 90.5 cents per fine ounce. The Treasury sells
such silver at 91 cents.

In the course of the year Belglum returned for the account of the
Lend-Lease Administration practically all of the silver which had been
lend-leased to her. This silver, however, was not transferred to the
accounts of the Treasury during the fiscal year. :

STABILIZATIQN AGREEMENTS

.On May 13, 1947, the Secretary of the Treasury and the Ambassador
of Mexico executed a new stabilization agreement between the two
countries. Under the terms of this agreement the United States
Stabilization Fund agrees to purchase, on request of Mexico, Mexican
pesos to an amount equivalent to $50 million for the purpose of stabiliz-
ing the United States dollar-Mexican peso rate of exchange. - This
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agreement is to run for four years, beginning July 1, 1947.- The agree-
ment constitutes in effect an extension of the stabﬂlzamon agreement -
of 1941 with Mexico, which had been extended by agreement until
June 30, 1947. At the time of announcing this agreement, the Secre-
tary and the Finance Minister emphasized that the stabilization agree-
ment with Mexico is consistent with the aims and purposes of the
International Monetary Fund, and that it would serve to supplement
the efforts of the Fund to stabilize rates of exchange among the mem-
ber countries.

FOREIGN 'FUNDS CONTROL ACTIVITIES

During the fiscal year 1947 Foreign Funds Control made extensive -
progress in lifting its freezing controls and liquidating its operations.
Only those controls remain in operation which will assist Foreign
Funds Control in meeting the following three residual problems:
(@) The discovery of enemy property concealed in blocked accounts

_of persons in certain foreign countries, (b) the disposition of blocked
assets of those countries and their nationals for which no unblocking
procedure has yet been provided, and (¢) the control of United States
securities which disappeared from European countries during their
occupation by the Germans. :

ReMovar or ConTrOLs OVER CURRENT TRANSACTIONS

General License: No. 94, which was initially issued by Foreign
Funds Control in December 1945, and which removes all freezing con-
trols over current transactions with the blocked countries covered, is °
now applicable to all countries and their nationals except Spain and
Portugal. This General License was made applicable to Germany
and Japan on March 4, 1947, when it was determined that the Allied
Military Authorities were in a position through local controls to-im-
plement fully this Government’s policy of regulating commercial and
financial transactions with Germany and Japan. Concurrent with
the completion of the respective negotiations establishing procedures
for unblocking the assets of Sweden, Switzerland, and Liechtenstein,
General License No. 94 was made applicable to these countries.

ProcrEss IN UNBLOCKING ASSETS

~ General License No, 95 provides a machinery for unblocking assets
in the United States of certain European countries and their nationals.
Under this General License a certification procedure was established
which imposes on the foreign governments concerned the responsi- .
bility for investigating the real ownership of the blocked property

involved. Such property in the United States is completely unblocked
when, after appropriate investigation, the foreign government whose
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nationals are involved certifies the absence of enemy interest to the
banking institution holding such assets. The commitments of foreign
governments to carry out their responsibilities in connection with the
unfreezing machinery are incorporated in exchanges of letters between -
the Secretary of the Treasury and officials of the respective countries.
During the fiscal year 1947 the priviléges of General License No. 95
were extended to the following additional countries: Austria, Sweden,
Greece, Switzerland, Liechtenstein, and Poland. The assets of these
countries together with the assets of the countries previously covered
by General License No. 95 (France, Belgium, Norway, Finland, the
Netherlands, Czechoslovakia, Luxembourg, and Denmark) account
* for over three-quarters of the assets originally blocked by Foreign
Funds Control, exclusive of enemy property. Progress has been made
towards the inclusion of Italy in General License No. 95 so that action
in this connection should take place shortly.
. It was found that there was little or no cloaking of enemy assets

through some blocked countries. Accordingly, during the fiscal year

1947 action was taken, without reference to General License No. 95,
to remove all the blocking controls from the assets of (g) all the Far
East except Japan and. (b) certam other smaller and less important
areas.
. For the assets of the following countrles no unblocking procedure
has been established: Germany and Japan, Bulgaria, Hungary and
Rumania, Spain and Portugal, and Estonia, Latvia, Lithuania, and
Yugoslavia. German and Japanese assets, in general, will remain
blocked until they are vested by the Ofﬁce of Alien Property in the
Department of Justice.

FOREIGN Funps CONTROL IN THE PHILIPPINES

On August 31, 1946, Treasury controls in the Phlhpplnes were
terminated and the Foreign Funds Control office in Manila was closed.
This action was based on the specific request of the Philippine Govern-
ment which indicated that it had instituted its own controls and that
further action by the Tleasury was no longer required.

ControLs OVER IMPORTATION OF SECURITIES AND CURRENCY

Shortly after its inception Foreign Funds Control issued regulations
controlling the importation of securities into the United States.
" During the fiscal year 1947 considerable progress was made.toward
limiting the scope of these regulations to make them applicable only
to those securities reported by European countries to the Treasury as
having disappeared during occupation by the Germans.

In April 1947, import controls over currency were removed since
most of the important foreign countries, in cooperation with Foreign
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Funds Control, had taken measures to detect and segregate United
States currency within their borders in which there was an enemy

interest. .
TAXATION DEVELOPMEN TS :

"The only major revenue act that became law’ durlng the fiscal year

1947 was the Excise Tax Act of 1947, which indefinitely extended
certain wartime increases in excise tax rates. Sectlon 1 which follows
briefly summarizes this act.
. A Dbill to reduce individual income tax rates for 1947 and later years
was passed by the Congress but was dlsapproved by the President.
Another bill providing the same rate reductions for 1948 and later
years, but no reductions for 1947, was passed by the Congress shortly
after the end of the fiscal year and also was disapproved by the
President. Section IT briefly summarizes these bills, the views of the
Treasury concerning them, and the President’s veto messages. In
May 1947, the House Ways and Means Committee began hearings on
- general tax revision. Section IIT summarizes the Treasury’s sugges-
tions for study of the whole revenue system preparatory to the con-
sideration of general tax revision. Section IV lists other revenue
leglslatlon taking effect during the fiscal year 1947.

I. Excise Tax Acr oF 1947,

With the issuance of a Presidential proclamation declaring the end
of hostilities on December 31, 1947, certain war excise tax rates were
‘scheduled to expire June 30, 1947. These war excise tax rates were
provided by the Revenue Act of 1943 and were to expire six months
after the termination of hostilities as proclaimed by the President or
determined by .a concurrent resolution of Congress. They included,
among others, the increase in the taxes on furs, jewelry, and toilet
preparations from 10 percent to 20 percent, the increase in the tax on -
admissions from roughly 10 percent to 20 percent, and the increase in
the tax on distilled spirits from $6 to $9 a gallon.

On January 3, 1947, in his Budget Message for the fiscal year 1948,
the President recommended that the war excise tax rates be continued.
He said, “When the time comes for excise tax revision, the Congress
- should review the entire group of excise taxes rather than concentrate
attention on those that were imposed or increased during the war.”

The. Congress acted on the President’s recommendation and
indefinitely continued the war excise tax rates in the Excise Tax Act of
1947 (Public Law 17, March 11, 1947). It was estimated that this
legislation would mcrease recelpts of the fiscal year 1948. by $1.1
billion.
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The Excise Tax Act of 1947 also amended section 2401 of the
Internal Revenue Code to provide that the tax on furs should not

apply to articles of which fur is the component material of chief value -

unless the value of the fur is more than three times the value of the
next most valuable component material. Section 3469 (a) of the
Internal Revenue Code was amended to provide that the tax-on trans-
~ portation of persons should not apply with respect to transportation
which is outside the northern portion of the Western Hemisphere,
except with respect to any part of such transportation which is from
any port or station within the United States, Canada, or Mex1co to
any other port or station within those countries. The act repealed
section 1806 of the Internal Revenue Code, which imposed a stamp
tax on passage tickets costing over $10 sold or issued in the United
States to any port or place not in the United States, Canada, Mexico,
Cuba, or Puerto Rico.

II. Inpivipuar Income Tax Repucrion BirLs Passep BY THE
ConGRESS

A E R 1 GOTH CONGRESS, 1ST SESSION)

1. Provisions of the bill. ——On March 13, 1947, the House Ways and
Means Committee began hearings on H. R. 1, a bill that included a
general reduction of individual income tax r.ates and a special addi-
tional tax exemption of $500 for taxpayers over 65 years of age.
Under the rate reductions in the bill, all taxpayers with taxable net
incomes below about $302,400 would have had their income tax for
1947 and later years reduced by a flat 20 percent.  For higher incomes
the reduction would have become gradually smaller unml 1t reached
10.5 percent above $5,000,000.

The bill was amended by the House Ways and Means Committée
- to reduce the tax by 30 percent for the first $1,000 of taxable income
and by an amount falling rapidly to 20 percent at a taxable income of
approximately $1,400. With these amendments it passed the House
‘of Representatives. In the Senate, the bill was further amended to-
cut the reduction from 20 percent to 15 percent on taxable incomes
between $79,700 and $302,400. The Senate bill allowed one-half of .
the rate reductions for the calendar year 1947 and the full reductions
for later years.-

As finally passed by the Congress, H. R. 1 provided a tax reduction
-of 30 percent for the first $1,000 of taxable income and a reduction
falling rap1d1y to 20 percent at a taxable income of about $1,400.
For taxable incomes between $1,400 and $136,700, the reduction was
a flat 20 percent. TFor larger incomes, the reduction tapered off to
about 10.5 percent. These reductions were applicable in full to 1948
and later years, and one-half of the full reduction was applicable to
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the year 1947. Exemptions of persons over 65 years of age were
" increased by $500 for 1947 and later years. It was estimated that
for a full year of operation, at income payments of $166 billion, H. R. 1
would have reduced individual income tax liabilities by $3.8 billion.

2.-Views of the Treasury.—In his statements before the House -
Ways and Means Committee on March 13, 1947, and before the Senate
Finance Committee on April 22, 1947 (see exhibits 32 and 33). Secre-
tary Snyder opposed any general tax reduction at that time. He ex-
pressed the view that favorable economic conditions, the size of the
public debt, and uncertainties as to Government expenditures for the

fiscal year 1948 all indicated the desirability of maintaining existing -

tax rates. IHe recommended that such surplus as was likely to be
realized be applied to reduction of the public debt. The Secretary
stated that a comprehensive tax revision would be desirable at a later
time and recommended that the whole tax system be reviewed in
anticipation of that later revision. He expressed the opinion that im-
mediate enactment of H. R. 1 would make it more difficult to work out
a desirable, comprehensive revision at the appropriate time. The
Secretary also opposed H. R. 1 on the grounds that it gave too little
tax reduction to lower incomes relative to the reduction granted to
higher incomes.

3. The President’s veto message—On June 16, 1947 the President
returned H. R. 1 to the House of Representatives Wlthout his approval.
He stated that the bill represented ‘“‘the wrong kind of tax reduction,
at the wrong time’” (see exhibit 35). The President expressed the
view that reductions in income tax rates were not required to provide
additional purchasmg power or to permit necessary investment and
business expansion. * Under existing economic conditions, the President
recommmended that any surplus of Government receipts over expend-
itures be applied to reduction of the public debt. Thé President also
objected to H. R. 1 on the grounds that it gave disproportionate
reductions in high income brackets as compared with low income

. brackets and thus did not give relief where it was needed most: The
President recommended the immediate planning for a thoroughgomg
revision of the tax system, including not only individual income tax
rates but the entire field of tax revenues.

B. =H. R. 3950 (80TH CONGRESS, 1ST SESSION)

In July 1947, the Congress passed H. R. 3950, which differed from
the earlier bill only in that no tax reduction was made for 1947.

On July 18, 1947, the President returned this bill without his
approval., He(stated that conditions still called for the maintenance
- of existing: tax rates and reduction of the public debt and that the
same objections applied to H. R. 3950 as to H. R. 1.(see exhibit 36).
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IIT. TREASURY SuceesTIONS IN CoNNECTION WITH A COMPREHENSIVE
REVIEW OF THE FeprraL Tax SysTeEM

.On May 19, 1947, the House Ways and Means Committee began
_public hearings in connection with a comprehensive review of the
Federal tax system, and Secretary Snyder appeared as the first witness.
‘(Secretary Snyder’s statement appears in this report as exhibit 34.)
The Secretary indicated his approval of the Committee’s course of
action, and stated that only on the basis of such a comprehensive:
study Would it be possible to lay a sound foundation for future tax
legislation.

The Secretary made no recommendatlons for SPGCLﬁO tax revision.
However, he outlined the tests of a sound tax system and called atten-
tion to areas that he believed needed special study. He stated that
the tax system should produce adequate revenue and should be
equitable in-its treatment of different groups. Taxes should interfere
as little as possible with the incentives to work and invest and should
help maintain broad consumer markets. Taxes should be as simple
to administer and comply with as possible. The Secretary stressed
the need for a flexible revenue system that would change with changing

~economic conditions but recommended that necessary flexibility be
confined largely to changes in tax rates and _exemptions and that inso-
far as possible a stable basic tax structure be maintained.

‘The Secretary commented briefly on 21 major tax items under study
in the Treasury Department, which he believed merited special
consideration. These included items in the fields of business taxes,
individual income taxes; excises, estate and- gift taxes, and social
security taxes. In addition a number of technical tax problems
needing attention were mentioned.

The Secretary offered the Committee the cooperatlon of the Treas-
ury tax staff in the important task before it. He declared that the
development of a modern tax system that would best serve the
country called for the cooperation of the legislative and executive

"branches of the Federal Government and also for the cooperatlon of
the States and localities. :

IV. Oraer ReveENUE LEGISLATION

Public Law 558, July 27, 1946, in section 2 amended section 3508
of the Internal Revenue.Code to provide that no tax should be
imposed on the manufacture, use, or importation of sugar after
June 30, 1948.

Pubhc Law 572, July 31, 1946, amended sections 1500, 1501 (a),
1510, 1520, 1532 (b), 1532 (d), and 1532 (e) of the Internal Revenue
Code. These amendments to the Railroad Retirement Acts increased
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the tax rates, provided technical adjustments to coverage definitions,
sand put the basis of the tax on a “paid”’ rather than “‘earned” basis.

Public Law 575, July 31, 1946, provided in section 4 that certain.
claims by employees or former employees of the United States for
additional overtime, leave, and holiday compensation should, if
certified for payment, be paid without withholding any amount
for taxes.

Public Law 578, July 31, 1946, amended sections 22 (b) (9) and (10)
of the Internal Revenue Code to extend to taxable years beginning
prior to January 1, 1948, the exclusion from gross income provided by
these sections of income realized by a corporation through purchase
of its own bonds, debentures, or other evidences of indebtedness, and
.also in the case of railroads, gain realized from the cancellation of
indebtedness in bankruptcy proceedings. .Section 2 of the act extended
until December 31, 1947, the period of time within which claims
could be filed for credit or refund based upon an overpayment of tax
as a result of the failure to take a deduction for a war loss relating to
any taxable year beginning in 1941 or 1942.

Public Law 669, August 8, 1946, provided in section 2 that for the
purpose of Federal income, estate, and gift taxes, gifts and bequests
accepted by the Postmaster General under the authority of the act
for the benefit of the library of the Post Office Department shall be
deemed gifts and bequests to or for the use of the United States.

Public Law 671, August 8, 1946, in amending the First War Powers -
Act of 1941 added, among other things, section 36 to the Trading
With the Enemy Act of October 6, 1917. This provided for payment
of Federal, State, and local taxes by the Alien Property Custodian,
notwithstanding' the fact that property vested in or transferred to
him becomes the property of the United States. Express provision
was made for the payment of retirement and survivorship benefits
under title IT of the Social Security Act. The time of payment was
left flexible, even though the Custodian is required to pay taxes, so
as not to interfere with the proper administration of vested property.
Normal tax procedures were made applicable, and payment of Federal
taxes was to be made in accordance with regulations prescribed by
the Commissioner of Internal Revenue with the approval of the
Secretary of the Treasury. :

Public Law 719, August 10, 1946, cited as the “Socml Security Act
" Amendments of 1946,” amended clauses (1) and (2) of sections 1400,
and 1410 of the Internal Revenue Code to postpone until 1948 the
increase in the rates of the taxes imposed therein. Section 1607 (c)
of the Internal Revenue Code was amended to extend the definition
of the term “employment” to include service on or in connection
with American vessels. Section 1607 (c¢) (4) of the Internal Revenue
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Code was amended to exclude from the term ¢ ‘employment’’ service
performed on or in connection with a vessel not an American vessel®
by an employee, if the employee is employed on and in cornection

_ with such vessel when outside the United States. ‘““American vessel”
was ‘defined in a new subsection (n) of section 1607 of the Internal
Revenue -Code. Paragraph (17) was added to section 1607 (c) of the .
Internal Revenue Code to exclude certain fishing services from the
term ‘“‘employment.” Sections 1426 (a) (1) and 1607 (b) (1) of the
Internal Revenue Code were amended to provide that the $3,000
limitation therein set forth be computed without regard to the year
in which the employment occurred for which remuneration was paid.
Section 1401 (d) of the Internal Revenue Code was amended to con-
form its special refund provisions to the above amendments to sections.
1426 (a) (1) and 1607 (b) (1) of the Internal Revenue Code. Sections
1603 (a) (4) and 1607 (f) of the Internal Revenue Code were amended
to permit the withdrawal from the Federal unemployment trust
fund, for the payment by a State of disability compensation, of any -
payments which that State may have collected from employees uinder
its unemployment compensation law and deposited in the trust fund or -

which it may in the future collect and deposit.

Public Law 724, August 13, 1946, the Foreign Service Act of 1946,
provided in section 1021 (e) that for .the purpose of Federal income,
estate, and gift taxes, any gift, devise, or bequest accepted by the
Secretary of State under authority of the act shall be deemed to be a

- gift, devise, or bequest to or for the use of the United States.. A new

subsection (k) was also added to section 116 of the Internal Revenue

Code to provide for the exclusion from gross income, for income tax

purposes, of amounts received by officers or employees of the Foreign

Service as allowances or otherwise under the terms of title IX of the
act.

Public Law 2 February 1, 1947, amended section 3126 (a) of the
Internal Revenue Code to prov1de that industrial aleohol plants
might produce sugars or sn‘ups s1multane0uﬂy with alcohol until
May 1, 1948,

Pubhc Law 7, February 26, 1947 was intended to facilitate the
acquisition of a site in the city of NeW York for the headquarteis
of the United Nations. By amendments to sections 23 (o), 23" (q),
1004 (a) (2), 1004 (b), 812 (d), and 861 (a) (3) of the Internal Revenue
‘Code, it provided that for the period of one year beginning Decem-
ber 2, 1946, and ending December 1, 1947, gifts made to the United
Nations exclusively for such purpose shall be treated for Federal tax
purposes as public and charitable gifts are now treated under the
income, estate, and gift tax provisions of the Internal Revenue Code.

Public Law 31, April 14, 1947, provided in section 3 that the taxes
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imposed by sections 3469 and 3475 of the Internal Revenue Code
should not apply to amounts paid for ocean transportation for the
Boy Scouts of America or their property in attending the World_
Jamboree of Boy Scouts in France in 1947,

Public Law 42, April 29, 1947. saspended until April 1, 1949,
copper, copper-bearmg ores and concentrates, and various ar’mcles
containing copper (other than copper sulphate) from the import tax
imposed by section 3425 of the Internal Revenue Code.

Public Law 112, June 25, 1947, amended sections 403 (d) (3) and
452 (c) of the Revenue Act of 1942 to extend through June 30, 1948,
the time within which a power of appointment may be released with-
out incurring estate or gift tax liability. Section 1000 (e) of the
Internal Revenue Code was amended so as to extend the time for
tax-free relinquishment by a grantor of certain powers t6 name new
‘beneficiaries or to change the interests of existing beneficiaries of a
trust through December 31, 1947, or a later date if it is shown to the
satisfaction of the Commlsswner of Internal Revenue that failure to
release such powers prior to that date is for reasonable cause. Sections
22 (b) (9) and (10) of the Internal Revenue Code were also amended
to extend to taxable years beginning after December 31, 1947, and
prior to January 1, 1950, the exclusion from gross income provided
by. those sections of income realized by a corporation through pur- .
chase of its own bonds, debenturés, or other evidences of indebtedness,
and also, in the case of railroads, gain realized from the cancella’mon
“of mdebtedness in bankruptcy proceedmgs

Public Law 113, June 25, 1947, amended section 115 (a) of the .
Internal Revenue Code, for taxable years beginning after December
31, 1943, to provide that the definition of dividends for purposes of
personal holding companies be considered to be net. income under
subchapter A of Chapter 2 of the Internal Revenue Code less the net
operating loss credit for the preceding taxable year provided in sec-’
tion 26 (c) (1), the dividend carry-over provided in section 27 (c),
and the deduction for amounts for retirement of 1ndebtedness pro-
vided in section 504 (b) of the Internal Revenue Code. .

Public Law 116, June 25, 1947, amended section 4 -of the Public
Debt Act of 1941, as amended, to make clear that Federal securities
were not subjected by that act to such taxes as Congress might enact
for local areas under Federal jurisdiction. (See exhibit 22.)

Public Law 131, June 30, 1947, amended section 5 (f} of Public
Law 45, April 29, 1943, as amended and section 5 (f) of the Farm
Labor Supply Appropriation Act of 1944, to extend until July 1,
1949, the period during which income from agricultural labor and
nursing services may be disregarded by the States 1 in making old-age
assistance payments,
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SPECIAL PROCUREMENT ACTIVITIES
Lenp-LEASE

Under the lend-lease program, which was authorized by the “Act
to Promote the Defense of the United States”, approved March 11,
1941, the Bureau of Federal Supply (known as the Procurement
Division prior to January 1, 1947) was one of the agencies designated
and allotted funds to make purchases of specified products. (See also
page 86.) After the surrender of Japan and the general termination
of the lend-lease program, the several lend-lease recipients were
offered the opportunity to acquire on reasonable credit payment terms
the civilian type lend-lease goods on order on VJ-day. Exportation
of these goods was continued during the first half of the fiscal year
1947, but was terminated thereafter in accordance with a provision
of the Third Deﬁciency Appropriation Act of 1946, which prohibits
expenditures in connection with shipments abroad of lend lease
materials after December 31, 1946.

On June 30, 1947, there remamed in storage 27,500 tons of material,
having an approximate value of $14,000,000, awaiting congressional
action as to whether shipments should be resumed or materials de-
clared surplus. As of July 1, 1946, there were on hand 54,454 tons
of material which had been declared surplus to the War Assets Ad-
ministration, and during the year an additional 47,548 tons were so
declared, making a total of 102,002 tons. Of this quantity the War

- Assets Administration took custody of 84,637 tons during the year
leaving a balance of 17,365 tons on June 30, 1947, for disposition by
the War Assets Administration. .

Unitep NarioNs RELIEF AND REHABILITATION ADMINISTRATION |

Participation by the United States in this program was authorized
by the act of March 28, 1944 (58 Stat. 122), and funds were allocated
to the Bureau of Federal Supply for the procurement of materials and
supplies necessary for agricultural and industrial relief and rehabilita-
tion of countries devastated by the war. Purchases by the Bureau
of Federal Supply under this. program, including accessorial charges
and other costs, have approximated $486,000,000. (See also page 88.)

REenEGOTIATION OF CONTRACTS

- As provided for in the Renegotiation Act, as amended, the Price
Adjustment Board of the Treasury Department, located in the Bureau
of Federal Supply, renegotiated with 324 contractors holding con-
tracts for materials used in the war and recovered from them gross
excessive profits in the sum of $11,399,683 durmg the fiscal year 1947. -
Between 1943, when this work was started in the Treasury Depart-
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ment, and the end of the fiscal year 1947, there were 1,387 contractors
assigned by the War Contracts Price Adjustment Board -to the
Treasury Price Adjustment Board for the renegotiation of their con-
tracts. The contracts of 1,384 contractors were renegotiated with a
gross recovery of $49,339,692 to the Government. With the excep-
tion of one contract involving 3 contractors, the actual renegotiation
of cases asmgned to the Treasury Board was completed on June 30,
1947.
OONTRACTS TERMINATED

At the request of the Department of State, lend-lease contract
terminations were effected during fiscal year 1947 in accordance with
the Contract Settlement Act of 1944, as follows:

Contract

Type of action Number | priceofitems -
" canceled
Contracts terminated. ... .o oo U, 887 $52, 874, 000
Contracts settled without cost._. 638 42, 635, 000
Claims Aled . . . e : 94 12,858,000 .
Claims settled . . e 394 48,987,000 = |

During the year gross payments to contractors amounted to
$8,587,000. As of June 30, 1947, 2 contract terminations with a
value of $214,000 were awaiting claims and 6 claims involving $2,384,-
000 awalted settlement

STtrATEGIC AND CRITICAL MATERIALS

‘The Strategic and Critical Materials Stock Piling Act (Public Law
520, approved July 23, 1946) completely revised the act of June 7,
1939, as amended, and. authorized the purchase by the Bureau of

. Federal Supply of strategic and critical materials -essential to the
needs of industry for the manufacture of supplies for the armed forces
and industry in time of emergency, and to encourage further develop-
ment of such materials within the United States. Materials to be
purchased and stockplled are. selected by the Army and Navy Muni-
tions Board.

Funds obligated for the purchase of strategic and critical materials
prior to the beginning of the fiscal year 1947 amounted to $54,983,152,
and during the fiscal year additional obligations amounted to $68.-
888,533, makmg a total of $123,871,685.

ESTIMATES OF RECEIPTS

The Secretary of the Treasury is required each year to prepare and
submit in his annual report to the Congress estimates of the public
revenue for the current fiscal year and for the fiscal year next ensuing
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- (Public. No. 129, February 26, 1907). The estimates of receipts from
taxes and customs are now made by the Treasury Department in
December of each year on the basis of legislation existing at the time
of making the estimates. The estimates of miscellaneous receipts,
including receipts from proposed leglslatlon are prepared in general
by the agency depositing the receipts in the Treasury. |

The details of estimated and actual receipts are shown in table 114
beginning on page 524. Throughout the tablesshown in this exposition

* the figures are rounded and will not necessarily add to totals.

TOTAL AND Ner RECEIPTS '

Net budget receipts under emstmg leglslatlon (daily Treasury :
statement basis) are estimated in the amounts of $45,210.4 million
in the fiscal year 1948 and $44,476.9 million in the fiscal year 1949,
The estimate for 1948 represents an increase of $1,951.6 million over
actual receipts for 1947. A decrease of $733.5 m11hon occasioned by a
large decrease in receipts from nontax sources, is estlmated for 1949
as compared with 1948.

Total budget receipts are estimated to amount to $46,837.4 million
in 1948, an increase of $2,119.1 million over actual receipts in 1947,
and $46,148.9 million in 1949, a decrease of $688.5 million from 1948."

Percentage distributions, by sourcés, of estimated total receipts in
1948 and 1949 and actual rece1pts in 1946 and 1947 are shown in the
following table.

Percentage dzsmbutwns of total budget receipts, by J sources

clowwroon

Estlmated Estimated, -

Source Actual, 1946[ A ctual, 1947 1948 1949

Individual income $aX..._ ... ... 41.4 43.9 47.0 48,
Corporation income and excess proﬁts taxes. . 28.4 . 2L6 20.4 |- 22.
Miscellancous internal revenue. 17. 4 18.0 17.4 18.
Employment taxes f._..________ 3.9 4.6 5.1 5.
Customs. ... 1.0 11 .8 .
Miscellaneous receipts- ... oo o oo... - 7.9 10.8 9.3 5.
Total budget TeceiptS. - - «o_oeooeeenn. 100.¢ 100.0 100.0 100,

1 Includes railroad unemployment insurance contributions.

The individual income tax continues as the leading source of
revenue and is estimated to account for about 50 percent of total Te-
ceipts in the fiscal year 1949. Estimated receipts in 1948 and 1949

- represent the largest absolute amounts ever collected from this source.
Corporation income and excess profits taxes maintain their position
as the second most important revenue source and increase slightly on
both absolute and percentage bases in 1949, after having declined on
both bases in 1947 and 1948. Miscellaneous internal revenue in-

~ creases in absolute amount in both fiscal years and on a percentage
basis in 1949, but declines shghtly in 1948 on a percentage basis. Re--
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ceipts from employment taxes increase on both absolute and -per-
centage bases. Receipts from customs and miscellaneous receipts
decline in absolute amount and percentagewise. The decline in mis-
cellaneous receipts reflecting nonrecurring revenue in the earlier years
represents the only s1gn1ﬁcant decrease estimated for any major re-
celpts source. ’

FiscaL YEar 1948

Actual receipts in the fiscal year 1947 and estimated receipts in
1948 are compared by major sources in the following table.

Total and net budget receipts, by sources

[In millions of doliars]

; ’ + Increase or

Source o Actual, 1947 Esnlgﬁted’ decrease (—),

: : . 1948 over 1947

. Individual income tax. ._....___. " 19,628.8 21,951.0 12,322,2

Corporation-income and excess pr 9, 676.8 9, 548.0 —128.8

Miscellaneous internal revenue 8,049.5 8,162.0 1125
Employment taxes ! 2,038.5 ©2,409.5 371.0 -

Customs._.......... 494.1 (. 394.0 —100.1

Miscellaneous receipts 4,830.7 4,372.9 —457.8

Total budget reCeiPtS - -~ - nnozeenlmaeeaememmeeeeeoos 44,718.3 46,837.4 2,119.1

Deduct: Appropr:atlon to Federal old-age and survivors insur- . .
ance trust fund . . e le e 1,459.5 1,627.0 167.5
Net budget receipts... oo oo s 43,258.8 45,210.4 1,951.6

1 Includes railroad unemployment insurance contributions.

Net budget receipts in the fiscal year 1948 are estimated to amount
to $45,210.4 million, an increase of $1,951.6 million over actual
receipts in the preceding year. Three revenue sources increased and
three decreased, but the large increase in the most important reveénue
source, the individual income tax, accounts for the net over-all increase.

Individual income taxes.—The details of the yield of the individual
income tax are shown in the following table.

Estimated, Increase
, Actual, 19470 "1048™ | 1048 over 1047
Source
. In millions of dollars »
WO~ em oot oo 10,013.1 11,327.0 1,313.9
Not withheld. . 9,064.7 9,997.0 932.3
Back t8XeS o oo ee e 551.0 627.0 76.0

Total individual income tax._ .. ... ... ... 19,628.8 ., 21,9510 2,322.2

"The same individual income tax rates affect the fiscal yedrs 1947
and 1948; therefore the changes in receipts are the result of changes
in income levels. Individual income taxes withheld increase in 1948
as a result of higher salaries and wages subject to withholding. The
increase in income taxes other than withheld in 1948 reflects the
greater tax liabilities resulting from the larger incomes. Back tax
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collections are a function of the liabilities of previous years and are
estimated to increase, reflecting the increasingly large 1nd1v1dual in-
come tax liabilities of the past several years. '

Corporation income and excess profits taxzes.—The details of the taxes
from this source appear in-the table below. '

‘Actual, Estimated, |Decrease, 1948
1947 1948 over 1947

Source .

‘ " In millions of dollars”
Income tax and excess profits tax._________ s 8, 518.2 8,442.0 ’ 76.2
Declared value excess proﬁts tax.. 36.7 2.0 34.7
Back taXeS. | e e mmcceeecceas 1,121.9 1,104.0 17.9
Total corporation income and excess profits taxes. oceomeo. 9,676.8 9,548.0 128.8

Corporation income and excess profits tax receipts in the fiscal year
1947 reflect incomes and tax provisions of the calendar years 1945 and
1946 while receipts in the fiscal year 1948 reflect incomes and tax
provisions of the calendar years 1946 and 1947. The repeal of the
excess profits tax and the reduction in surtax rates under the Revenue
Act of 1945 were nearly offset by the rising trend of corporate income
during the calendar years 1945, 1946, and 1947. The relatively small
declared value excess profits tax was repealed by the Revenue Act of
1945 and receipts from this source virtually ceased after the end of
the fiscal year 1947. It is estimated that receipts from back taxes
will show only a small decline and that total receipts from direct
taxes on corporations will be only slightly lower in the fiscal year 1948
than in the fiscal year 1947.

Miscellaneous internal revenue.—Receipts from this source by major
groups are listed in the following table.

Increase or
decrease (—),

Actual, Estimated,
1948 1048 over 1947

1947
Source

In millions of dollars

Estate and gift taxes 779.3 842.0 62.7
Liquor taxes...._. - 2,474.6 2,276.0 —198.6
Tobacco taxes... - 1,237.8 1,302.0 64.2
SEAMD bAXES . - o oo m oo o 80.0 69.0 -11.0
Manufacturers’ eXcise taXeS . - oooeooomio '1,425.2 1,621.0 195.8
Retailers’ excise taxes e 514.2 |- 453.0 —61.2
Miscellaneous LAXeS. . - - .o ool iciaceicciaal 1,552.8 1,599.0 46.2
Adjustment to daily Treasury statement basis...._..........._. —14.4 |____________ 14.4

Total mlscellaneous internal TOVENUe. .- ooooooaneoanes 8,049.5 8,162.0 112. 5

The small increase estimated for miscellaneous internal revenue
represents the net effect of offsetting changes in the several tax groups. -
Liquor tax receipts are expected to decline from the exceptionally high
collections of the fiscal year 1947, which reflected substantial inventory
accumulation. Declines are also estimated in collections of stamp
taxes, principally because of an expected decrease in activity in new
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securities, and in retailers’ excise taxes as a result of the decreased
coverage of the tax on furs effective April 1, 1947, and also because of
a general falling off in sales of commodities taxable under the retsulers
excise taxes as more durable goods become available to consumers.
The total decrease estimated for these three groups is more than offset
by the increases estimated in collections of estate and gift taxes, in
manufacturers’ excise taxes as consumers’ durable goods increase in
_supply, and in tobacco taxes and miscellaneous taxes, reflecting better
supply and increased income levels.
Employment tazes.—The ylelds of the various employment taxes
are shown below.

Actual, | Estimated, Increase,
1947 1948

Source

In millions of dollars

1;459.'5 1,627.0 167.5

Federal Insurance Contributions Act .

Federal Unemploymont Tax Act__. . - 184.8 211.0 26. 2.

Railroad Retirement Tax Act....... - 380.1 -557.0 176.9

Railroad unemployment insurance contributionst. ... _________ 14.2 14.5 .3
Totalemployment taXes_ . ..o .o omoooo oo 2,038.5 2,409.5 371.0

Deduct: Appropriation to Federal old-age and survivors insur- :

cgnee trust fund . - oo ool 1,459.5 | 1,627.0 . 1675
Net employment t8Xes. . ..o ool 579.1 782.5 . 203.4

1 Not classified as an employment tax under the Internal Revenue Code.

The estimated increase in receipts in the fiscal year 1948 over 1947
is based on higher industrial and railroad pay rolls and on an increase
in the tax rate under the Railroad Retirement Tax Act. The rate
change from 3% percent to 5% percent each on the carriers and on their
employees beginning on January. 1, 1947, was reflected in receipts
under this act beginning with the last quarter of the fiscal year 1947.
By provision of Public Law 379, approved August 6, 1947, the rates
of tax under the Federal Insurance Contributions Act remain at
1 percent each on the employer and employee during the period re-
flected in the receipts.

Customs.—Customs receipts are estimated to be $394 0 millien in
the fiscal year 1948 or $100.1 million less than in 1947. This decrease
is primarily a consequence of rate changes -

Miscellaneous receipts.—The decrease in miscellaneous recelpts is
estimated for the fiscal year 1948 because certain of the fiscal year
1947 receipts from this source were nonrecurrmg

FiscaL YEAR‘ 1949

Estimated receipts in the fiscal years 1948 and 1949 under existing
legislation are compared by major sources in the following table. -
764788—48——6 o S S S

1948 over 1047
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Total and net budget receipis, by sources

[In millions of dolars]

s Estimated receipts dIncrease( or)
ecrease
Source i - 1949 over
1948 1949 1948

Individual income tax. ..o . ..o iiaiioola 21,951.0 22, 506.0 555.0

Corporation income and excess profits taxes. . - 9, 548.0 10,158.0 610.0

Miscellaneous internal revenue.______________ .- 8,162.0 8,292.0 130.0

Employment taxes ! o i ciiciciiaaans 2,400.5 2,493.0. 83.5

CUSEOMS . . oo iciceieaes 394.0 © 378.0 —16.0

Miscellaneous receipts .- 4,372.9 2,321.9 —2,051.0

) Total budget receipts..._. 46, 837.4 46, 148.9 —688.5
Deduct: Appropriation to Federal ol

trust fund. ..o icciicieooe 1,627.0 1,672:0 45.0
Net budget receipts. .o oo ov e 45, 210. 4 44,478.9 —733.5

1TIncludes railroad unemployment insurance contributions.

Net budget receipts in the fiscal year 1949 are estimsted to amount
to $44,476.9 million, a decrease of $733.5 million from estimated
receipts in 1948. All of the tax sources show increases with the
exception of customs which is expected to show a slight decrease, but
this increase in receipts from tax sources is offset by the substantial
decline in miscellaneous receipts which, for the most part, comprise
receipts from nontax sources. '

" Individual income tax—The details of the yield of the individual
income tax are shown in the following table.

E§timated receipts Incréase

1949 over

Source R 1948 1949

In millions of dollars

Withheld. - iiceeaeeaes 11,327.0 11,757.0 | - 430.0
Not withheld 9,997.0 | 10,07L.0 . 740
Back taXeS o o e ieaaen 627.0 | 678.0 510

Total individual income tax. pTreseasosssssaeeoooooeeees 21,951.0 22, 506. 0 T 555.0

Individual income tax receipts from withholding are estimated to
‘increase slightly in the fiscal year 1949. This increase results from
an estimated increase in salaries and wages subject to withholding.
Beginning in the calendar year 1949 military pay will be fully taxable
and will be subject to withholding. In addition, other salaries and
wages are estimated to increase in the fiscal year 1949. Income tax '
receipts other than withheld increase slightly, reflecting increased
liabilities other than those paid through withholding. - Back tax col-
lections are estimated to continue to increase as a result of the con-
tinuing high level of individual income tax liabilities.

Corporation income and excess profits taxes.—The details of the
receipts from this source appear in the following table.
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Estimated receipts Increase or
———— | decrease (),

. T .
Source . - 1948 , 1949 1941%28‘7“

In millions of dollars

Income tax and excess profits tax . 8,442.0 8,902.0 460.0
Declared value excess profits tax_ 2.0 |oeoo. ‘2.0
Back taxes. . .t e 1,104.0 1,256.0 152.0

Total corporation income and excess profits taxes_.......... 9, 548.0 | 10,158.0 . 610.0

The combined income level for the calendar years 1947 and 1948 is
estimated to be greater than the combined income level for the cal-
endar years 1946 and 1947 and the receipts from income and excess '
profits taxes are estimated accordingly to be greater in the fiscal year
1949 than in the fiscal year 1948. Receipts from the declared value
excess profits tax, which was repealed by the Revenue Act of 1945,
are negligible in both years. Receipts from back taxes, which are
estimated to be slightly greater in the fiscal year 1949 than in the -
fiscal year 1948, reflect primarily the rising trend of incomes durmg
the calendar years 1945, 1946, and 1947.

Miscellaneous internal revenue.—Receipts from the major: groups
of taxes included in this source are listed in the following table.

I Estimated receipts - | Increase or
= 2 decrease (—),

) 1949 over
Source 1948 1949 1048
In millions of dollars

Estate and gift taxes . 842.0 816.0 C~26.0
Liquor taxes... < 2,276.0 -2,394.0 118.0
Tobacco taxes. 1,302.0 1,322.0 3 20.0
Stamp taxes._. 69.0 59.0 ~10.0
Manufacturers’ 1,621.0 1,648.0 27.0
Retailers’ excise taxes 453.0 436.0° ~-17.0
Miscellaneous taxes. .- oo i iiaianas e 1, 599.0 1,617.0 18.0

’I‘btal miscellaneous internal revenue. ... _....._. .. 8,162.0 8,292.0 130.0

Total miscellaneous internal revenue in the fiscal year 1949 is not
expected to differ appreciably from estimated collections in 1948 as
‘income levels are estimated to be approximately the same in both
years. :

Employment tazes.—The yields' of the various employment taxes
under existing legislation are shown below.

Estimated receipts

. 1. -Increase,
Source 048 | a9 [1400verisds
In millions of dollars

Federal Insurance Contributions Act.. 1,627.0 1,672.0 45.0

Federal Unemployment Tax Act. 211.0 . 2240 13.0

Railroad Retirement Tax Act...._ 567.0 - 582.0 25.0

Railroad unemployment insurance 14.5 15.0 . .5

. Total employment taxes. . ... . oooeoe 2,409.5 2,493.0 83.5
Deduct: Appropriation to Federal old-age and survivors insurance

trust fund . e imeeecenecece e « 1,627.0 |- 1,672.0 . 45.0

Net employment taxes - - oo ———- 782.5'{ 821.0 ) 38.5

1 Not classified as'an employment tax under the Internal Revenue Code. .
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The estimated increase in receipts in the fiscal year 1949 over
1948 is based on higher industrial and railroad pay rolls and on an in-
crease in the tax rate under the Railroad Retirement Tax Act. The
rate change from 5% percent to 6 percent each on the carriers and on
their employees beginning on January 1,1949, will be reflected in
receipts beginning with the last quarter of the fiscal year 1949. For
the time interval reflected in these receipts there is no change in the
rate of contributions under the Federal Insurance Contributions ‘Act.

Customs.—Customs receipts are estimated to be $378.0 million in
the fiscal year 1949 or $16.0 million less than in 1948. The rate con-
cessioris made by the United States under the Geneva -Agreement
signed -on October 30, 1947; will be applicable during the last half of
the fiscal year 1948 and during the entire fiscal year 1949. It is ex-

pected that the resulting‘ decrease in receipts will more than offset
"the small increase in volume of 1mports anticipated for the fiscal year
1949. ' :
" Miscellaneous receipts.—The decreasing income from this source
progressively continues to reflect the nonrecurrence of certain 1tems
of income collected in earlier years.

ESTIMATES OF EXPENDITURES

Actual expenditures for the fiscal year 1947 and estimates for the
fiscal years 1948 and 1949 are summarized in the following table.
Further details will. be found in table 114. The estimates are based
upon figures submitted to the Congress in the Budget for 1949.

Actual budget expenditures for the fiscal year 1947 and estimated ez;pendztures for
1948 and 1949 .

" (In millions of dollars. On basis of 1949 Budget Document]

. Aﬁctua]l; Estéma%ed, E_stéma%ed,
aminatiom i 5Ca) fisca, scal
Organization unit vear year vear
: 1947 1 1948 1949
Agriculture Department . ... iio..i... 1,529. 5 1,499.5 1,086.1
Export-Import Bank of Washington. 937.2 735.5 500.0
- Federal Security Agency._..._._._._.._ ; 925. 8 1,051. 8 -, 1,593.5
Federal Works Ageney.___.____.._._ R R 346.8 | 584.2 . 622.0
National Military Establishment. . . 14,584.9 12,485. 5 12,724.0
Railroad Retirement Board......___.. 316.5 778.
Reconstruction Finance Corporation. ... oo 592.9 —442.6 —29.1
Treasury Department: : .
Credit to United Kingdom. ...l ... ___.l._.__.._._. 2,050.0 1,700.0 |_oooooooo_o...
Subseriptions to International Bank and Monetaly Fund.. .| 1,426.2 | oo
Interest on the public debt.- 4,958.0 5,200.0 5,250.0
Refunds of taxes and duties. 2,897.3 2,048.7 1,990.1
Other-___..__..____...... 949.9 658.0 762.4
Veterans” Administration._. 7,825.4 6,498.9 5,810.9
Universal training_ - . 4
* European Recovery Program:___ oo |eeiis 500.0 4,000.0
Other foreign aid funds appropriated to the President —175.0 753.5 705.0
All other 3,375.9 3,676.2 3,661.7
Adjustment to daily Treasury statement_-_.._______.__.___.__.. +-463.9 ||
Total budget expenditures. .. ..o oo ooiomiiaiiaas 42, 505. 0 37,721.8 * 39,669.0

1 These figures are taken' from the 1949 Budget Document. They are based upon the Treasury’s Com-
bined Statement of Receipts, Expenditures, and Balances, and therefore. dlﬁer from figures published in
. the daily Treasury statement.
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BUREAU OF THE COMPTROLLER OF THE CURRENCY!

The Bureau of the Comptroller of the Currency is responsible for the execution
of laws relating to the supervision of national banking associations. Duties of
. the office include those incident to the formation and chartering of new national
banking associations, the establishment of branch banks, the consolidation of
banks, the conversion of State banks into national banks, the issuance and retire- -
ment of preferred stock, and the issuance of Federal Reserve notes.

CHANGEs IN THE CONDITION OF ACTIVE NATIONAL BANKS

The total assets of the 5,018 active national banks in the United States and
possessions on June 30, 1947 amounted to $83,413 million, a decrease of $2,580
million since June 29, 1946. " The deposits of the banks in 1947 totaled $77 397
million, which was $3 098 million less than in 1946. The loans and securities
totaled $63,189 mllhon a decrease of $3,327 million during the year.. Capital
funds of $5,309 million were $435 million more than in the precedlng year.

The assets and liabilities of the active national banks are shown in the followmg
statément. . .

Abstract of reports of condition of active national banks on the date of each report
from June 29, 1946, to J une 30, 1947

{In thousands of dollars]

June 29, 1946 | Sept. 30,1946 | Dec. 31, 1946 | June 30, 1947
(5,018 banks) | (5,014 banks) { (5,013 banks) | (5,018 banks)

ASSETS .-
Loans and discounts, including overdrafts. ... 14, 498, 441 15,801,498 17, 309, 767 .18, 810, 006
U. 8. Government securities, direct obligations.| - 47, 465,475 45,315, 509 { 41, 835, 752 39,419, 227
Obligations guaranteed by U, S. Government.. 7,401 7,780 6,3
Obligations of States and political subdivisions. 2, 454, 265 2, 670, 103 2,659, 598 2, 900, 981
Other bonds, notes, and debentures.______..__. 1,945,946 | - 1,971,204 1,986, 327 1,896, 733
Corporate stocks, including stocks of Federal :
Reserve BanKks_ ... . .. ...o.o.._._... 143, 654 153, 448 153, 359 155,338 -
Total loans and securities. ... _____. __ - 66,616,182 65,911,762 63, 952, 683 63, 188, 663

Cash, balances with other banks, i cludmg
reserve balances, and cash items ih process

of collection .| 18,661,851 18,910, 443 20 067 167 19, 395, 548

Bank premises owned, furniture and fixtures ) 495, 932 508, 404 8, 893 517,373
Real estate owned other than bank premises... 10, 038 . 10,109 8 488. 8, 580
Investments and other assets indirectly repre- .
senting bank premises or other real estate. . 46, 916 486, 376 - 45,464 . . 46,267
Customers’ liability on acceptances outsta.ndmg 58, 049 56, 899 73,270 | . 62, 282
Interest, commissions, rent, and other income
earned or accrued but not collected._.....__.. 140, 255 148, 259 137,022 141, 047
ther BSSBLS . e ioeieoo 64,831 65, 559 57,376 | .. 63,510
Totalassets. ..o i o ... 85, 993, 054 85, 657, 811 84, 850, 263 83, 413, 260

1 More detailed information concerning the Bureau of the Comptroller of the Currency is contained in
the annual report of the Comptroller.
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Abstract of reports of condition of aclive naiional banks on the date of each report
Jrom June 29, 1946, to June 30, 1947—Continued

[In thousands of dollarsj

June 29, 1946 | Sept. 30. 1946 | Dec. 31, 1946 { June 30, 1947
(5,018 banks) | (5,014 banks) | (5,013 banks) | (5,018 banks)
LIARILITIES
Demand deposits of individuals, partrerships, | - - ) ' . . .
and corporations. ... ... ... .____._..__ 42,560,021 44, 320, 244 45, 522, 709 44, 751, 010
Time deposits of individuals, partnerships, and ) . .
corporations.._. ... _______._______.___. 17,173,998 | 17,718, 574 18,031,756 |. 18, 556, 606
Deposits of U. 8. Government and postal ' ’ |- :
SAVINGS . el . 7,696,306 5,076,413 1,843,485 | . 870, 853
Deposits of States and political subdivisions 4,006, 759 3, 939, 025 4,125,722 4, 562, 716
Depositsof banks__ ... L ______._.._..... 7,818, 787 7,712, 905 8,170, 924 7, 433, 963
* Other deposits (certified and cashiers’ ‘checks, ’

(372 D 1, 240, 887 1,102, 473 1, 355, 243 1, 222, 001
Total deposits ............................ 80_, 494, 758 79, 869, 634 79, 049, 839 77,397,149
Demand 3epoSitS. oo eeeeeeaee 62,859,192 | 61,651,040 | 60,468,758 58, 209, 792
Time deposits.. ... ... ..__. 17,635, 566 18,218, 594 18, 581, 081. 19,187,357

/Bills payable, rediscounts, and other lia . o
for borrowed money... ... ___._........ 24,441 45,227 20, 047 27, 860
Mortgages or other liens on bank premis
otherrealestate...... ... ___ ... . ... ___ . 325 ' 339 ) 339 302
Acceptances executed by or for account of re- |
porting banks and outstanding._...__________ : 71,061 - 66,072 83,280 . 58,958
Interest, discount, rent, and other income col- .
lected but notearned. ... ... .. ______ 43, 367 50, 775 . 56,635 71, 446
- unpaid 221,008 | - 239,619 | . 223,436 221, 525
Other liabilities. . 264, 522 254, 8.17 266, 888 327, 340
Total liabilities. . ... ... ._.._.___. 81,119,477 80, 526, 483 73, 700, 464 78,104, 580
CAPITAL ACCOUNTS. : s - . ’
Capital stock 1, 683, 489 1, 748, 588 1, 756, 621 1,770, 871 ’
Suarpt 2,100, 222 .2,176, 630 2,275,884 2, 329,951
788, 759 883, 238 785,558 874, 798
Reserves and retirement account for preferred

stock _________________________________________ 301,107 322,872 - 331,736 | - 333, 060
Total capital accounts. ... ... ___ 4, 873, 577 5,131, 328 5,149, 799 5, 308, 680
Total liabilities and capital accounts..._.| 85,993,054 85,657,811\ 84,850,263 83, 413, 260

SuMmMarYy oF CHANGES 1IN NuMBER AND CaAPITAL STOCK OF NaTioNaL Banks

The authorized capital stock of the 5,021 national banks in existence on June 30,
1947 (including 3 banks chartered during the, period but not open for business
as of that date) consisted of common stock aggregating approximately $1,743
million, an increase during the -year of over $112 million; and preferred stock
aggregatmg $29 million, a decrease during the year of over $27 million. The total
‘net increase of capital was more than $85 million. During the year, charters were
issued to 32 national banks having an aggregate capital of over $9 million of
common stock only. There was a net decrease of 6 in the number of national
banks in the system during the year by reason of voluntary hqu1dat10ns and
statutory consolidations.
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More detailed information regarding the changes in the number and capital
stock of national banks during the year is given in the following table.

Organization, capital stock changes, and liquidations of national banks, fiscal year 1947

Capital stock
Number of
banks .
Common Preferred
Increases:
Chartersissned ... cicmiaiceiaaial 32 $9, 250, 000 ]
Capital stock:
132 cases by statutorysale. ... _._._.___. - : 13, 268, 600
153 cases by statutory stock dividend 19, 890, 647
102 cases by stock dividend under articles of association . 7,479, 690
10 cases by conversion of preferred stoek._..____.___.__ 7,051,435
13 cases by statutory consolidation 60, 359, 710
Total Inereases. ..o oo oiciciicaiaien 32 117, 300, 082
Decreases:
Voluntary liquidations. .. . ... . . 31 4, 608, 500 $286, 300
Statutory consolidations. .. ... .. . .. [ P
Capital stock: ’ .
224 cases by retirement_ ____ .l 26, 982, 562
2 cases by statutory reduction...__. : 102,000 f--oooo-.. SR
1 case by statutory consolidation__. ,000 |l
Total AECreaseS. - -« cunmro oo icacnaaeaas 38 4,760, 500 27,268, 862
Net ChaNge. oo e e eee e e e eom———m e emnn —6 112, 539, 582 —27, 268, 862
Charters in force June 30, 1946, and authorized capital stock ... 5,027 | 1,630,672,275 56, 585, 714
Charters in force June 30, 1947, and authorized capital stock... 15,021 | 1,743,211, 857 29, 316, 852

1'This figure differs from that shown in ihe preceding table. Banks that have discontinued business
although not in formal liquidation do not submit reports-of condition but are included in this table, In-
cluded also are 3 banks chartered during the period that had not opened for business as of June 30, 1847.

CONTRACT SETTLEMENT

The functions of the Office of Contract Settlement were transferred to the
Treasury Department during the fiscal year 1947. That Office was established to
prescribe policies, principles, and procedures to govern the settlement of war con-
tracts canceled for the convenience of the Government under the Contract Settle+
ment Act of 1944 (58 Stat. 651;41 U. S. C. 104), approved July 1, 1944. The Appeal
Board and the Contract Settlement Advisory Board also were established by

-authority of this act. Shortly thereafter, by authority of the act of October 3,
1944 (58 Stat. 785; 50 U. S. C. 1651), the Office was placed within the Office of
War Mobilization and Reconversion. On December 12, 1946, Executive Order
9809 (exhibit 38) transferred to the Treasury Department: (a) The functions of
the Office of Contract Settlement, (b) the Appeal Board, and (¢) the Contract
Settlement Advisory Board; and transferred to the Secretary of the Treasury the

< functions of the Director of Contract Settlement and the functions of the Director

of War Mobilization and Reconversion with respect to the Office of Contract
Settlement. Subsequently, the functions of the Director of Contract Settlement
and the Office of Contract Settlement were transferred to the Secretary of the
Treasury and the Office of Contract Settlement was abolished by Reorganization
Plan No. I of 1947, effective as of July 1, 1947 (exhibit 39). T
The Office of Contract Settlement provided by general regulation uniform
policies and procedures for the settlement of war contracts by the contracting
agencies. As required by the act, quarterly reports on the program are prepared
and -submitted to the Congress. Of the 321,605 contracts canceled since the
beginning of war production, 99.6 percent have been settled as of June 30, 1947,
The settled terminations involved 97.4 percent of the $66 billion of canceled
commitments in all terminated contracts. The small number of terminations
remaining unsettled include some of the largest and most complex. The status
of the contract settlement program as of June 30, 1947, is set! forth in table 109.—
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AppPEAL BOARD

The Appeal Board now represents the principal contract settlement activity.
The Board hears appeals from findings of contracting agencies upon claims under

terminated war contracts or under imperfect war contracts where no formal con- .

tract exists. The appeals filed are about equally divided between claims under
" terminated contracts and claims under imperfect contracts.

" The most significant development in connection with the Appeal Board has
been the sustained increase in the number of appeals filed. Even toward the
end of the year cases were coming in at the rate of approximately 3 a week. At the

beginning of the fiscal year only 76 cases had been filed. Of these, 41 were then

undisposed of.. During the year 150 more cases were filed and 75 cases were
disposed of, leaving 116 cases pending on June 30, 1947. . Of the cases disposed
of during the year, 51 were disposed of by decision on the merits.

In-all, 80 hearings were held. Of these, 33 were held in Washington and 47 in
Philadelphia, New York, Pittsburgh, Indianapolis, Louisville, Chicago, Phoenix,
Los Angeles, and San Francisco. '

The average amount claimed in the 150 appeals filed during the year was
$93,135.70. The average of the awards in the 51 cases which were disposed of
by decision on the merits during the year was $10,372.93. Many of the appeals

upon which these 51 awards were made were filed in preceding fiscal years. The -

average amount claimed in the 51 appeals so disposed of was $60,935.97.

BUREAU OFfCUSTOMS

The principal functions of the Bureau of Customs are to enter and clear ves-
sels; supervise the discharge of cargo; ascertain the quantities of imported mer-
chandise, appraise and classify such merchandise, and assess and collect the
duties thereon; control the customs warehousing of imports; patrol borders;
inspect international traffic by vessel, highway, railway, and air; review protests
against the payment of duties; determine and certify for payment the amount of
drawback due upon the exportation of articles produced from duty-paid or tax-
paid imports; prevent smuggling, undervaluations, and frauds on the customs

revenue; apprehend violators of the customs laws; enforce the Antidumping Act;

and perform certain duties under the Forgign Trade Zones Act.’
' Torar REvENUE COLLECTIONS

The total revenue collected by Customs in the fiscal year 1947 was $623,234,450,
an increase of 6 percent, as compared with $588,034,507 in 1946. These totals
include items collected for the account of others, such as certain internal revenue
taxes for the Bureau of Internal Revenue and head taxes for the Immigration
Service. Therefore, the true measure of customs revenue must be confined to
c%geé:&ons from duties, fines, penalties, forfeitures, etc., which totaled $497-
533,914. . : .

On a comparable basis, the collections for 1947 showed an increase of 12.9
percent over the preceding year and were also greater than any other year since
the passage of the Tariff i
which prevailed throughout most of the fiscal year 1945 and all of 1946 continued
during the first seven months of the fiscal year 1947, when, in January, a monthly
peak of $47,586,267 was reached. Thereafter, the monthly collections were in
reduced amounts until the low point of $35,181,207 was reached in June. The
types of collections during the last two years are shown in -table 15.

The bulk of customs collections is represented by duties voluntarily paid by
importers. Therefore, the increased collections which began in 1945 and con-
tinued through January 1947 indicate the arrival of goods which had long been
absent from the market because of war conditions. : -

The significant changes in the types of imports which appreciably affected
revenues are as follows:

Sugar.—This basic food was imported during the war by the Commodity
Credit Corporation, and, under the provisions of Executive Order 9177, no duties
were paid. However, this procedure’ was discontinued as of January 1, 1947,
and commercial importations weére resumed and immediately provided sub-
stantial duties.

Unmanufactured wool.—Duties from this commodity totaled $121,105,594,
whicli was the highest amount ever collected, except for the $150,145,069 received
in 1946. :

ct of June 17, 1930. The upward trend in collections -

-
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Wood and lumber.—Duties from these products were adversely affected, as a .
result of Presidential Proclamation 2708, effective October 25, 1946, which per-
mitted the free importation of wood and lumber as a means of aldmg in the
reconversion program.

Muscellaneous articles—Substantial percentage increases in duties were attri-
butable to such miscellaneous articles as glassware, cordage, musical instruments,
and linen table damask. In addition thereto were vegetable oils, aluminum, and
lead, which had been admitted duty free during the war for stock—plle purposes .

The significant changes noted in the origin of imports are as follows:

Europe.—Although the prewar levels were not reached in 1947, the revenue
from European imports was larger than that from any other major geographical
area. Revenue from Spanish and Portuguese goods, however, continued in 1947
the decline from.the wartime peaks in 1946, when many other European countries
were unable to reach the American market. Moreover, in 1947, Switzerland
limited the export of watch movements, which affected customs recelpts, and
ﬁl’i'?large 1mports of hops from Germany in 1946 were substantially reduced in

Revenue on imports from all the other European countrles was substantially
greater than in 1946, United Kingdom displaced Switzerland as the leading
European source of customs revenue; while France, Italy, Belgium, and - Czecho-
slovakia followed Switzerland in the order named. Imports from the Scandinavian
and Balkan countries, although greater than a year ago, remained of little impor-
tance as a source of revenue.

North America (Canada, Mezico, C’uba) —The importation of Cuban sugar by
commercial sourees, subsequent to January 1, 1947 (previously noted), more
than offset the decrease in revenue from Canadlan Mexican, and other North
American countries.

South America.—Reduced revenues were occasioned principally by smaller
importations of wool from Argentina and Uruguay.

Australia and New Zealand.—Importations of wool provided the greatest single
squrce of customs revenue from this area, and Australia and New Zealand wool
was practically the same in quantity as in 1946

Africa.—Duties on African imports were approximately the same as in 1946.

- The Orient (China, India).—Although customs receipts from goods originating
in the Orient showed an increase in 1947, they were far below prewar levels.

Statistics on the value of commodities included in the tariff schedules, on
estimated duties and import taxes, and on the value of and duties on merchandlse
from foreign countries are shown in tables 92 through 96.

Within the United States, the largest amount of revenue continued to be
collected in the New York Dist.rict, which accounted for approximately 40 percent -
of the total. The Massachusetts District was second with approximately 20 per-
. cent of the total, with wool imports constituting the backbone of receipts. Next
came the Philadelphia District, which accounted for neariy 5 percent of collcctions,
with sugar importations contributing substantially to the total receipts: This
commodity also accounted for increased revenue in other Atlantic and Gulf Coast
districts. Collections along the Mexican and Canadian borders showed decreases
compared with 1946, but the Pacific Coast more than made up these losses.
Customs .collections by districts are shown in table 91.

MoveMENT OF PERsONS BY VEsSSELS, TRAINS, AIRPLANES AND AUTOMOTIVE
VEHICLES :

For the sixth consecutlve year, automotive vehicles crossing the Canadian and
Mexican borders showed an increase. There was a decline in the number of
passengers arriving by train. Slight declines were also noted in the number of
incoming passengers on aircraft and seagoing vessels in 1947 compared with 1946.
Although international travel by aircraft and vessel increased in 1947, the totals
do not offset the large numbers of service personnel who cleared customs in 1946..
Tables 98 and 99 show the volume of traffic into the United States in 1946
and 1947.

DRAWBACK TRANSACTIONS

Drawback of 99 percent of customs duties previously paid is allowed on the

. export of merchandise manufactured from imported materials. Drawback
allowed in 1947 amounted to $10,715,495, an increase of 55 percent over 1946,

‘and the most important items used in manufacturmg the exported products
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were sugar, wool coal tar products, crude petroleum, unmanufactured tobacco,
and copper. Tables 100 and 101 show the drawback transactions in 1946 and 1947
and the principal commodities on which drawback was paid.

PROTESTS AND APPEALS

Despite the increased tempo of imports during the better part of the fiscal year
1947 the number of protests filed by importers against the rate or amount of duty -
assessed or other action by the collector remained virtually the same as in 1946.
However, there was a 53 percent increase noted in the appeals for reappraisement
filed by importers who did not agree with the findings of the appraiser as to the
valuation of merchandise. The following table shows the number of protests and
appeals filed and acted on in 1946 and 1947.

Number of protests and appeals, fiscal years 1946 and 1947

: Percentage
. increase or
Status ' 1946 1947 decrease
(=)

Protests: . :
Filed with collectors by importers_ ... ...l 7,142 6, 960 —2.5
Allowed by collectors.. . . L ... 927 —46.4
Denied by collectors and forwarded to customs court - 5,926 .8, 663 12.4
Appeals for reappraisement filed with collectors 3,330 5 091 52.9

APPRAISEMENT OF MERCHANDISE

The large volume of merchandise imported during the first part of the fiscal
year reached its peak in November and December 1946, as a prelude to the
Christmas season. The normal procedure for sampling such merchandise is to
take one package in ten to the appraiser’s stores for examination by the appraiser.
However, the usual complement of personnel assigned to the appraiser, particularly
in New York, was unable to handle expeditiously such merchandise. Further-
more, the truck strike in New York, during a portion-of that time, added to the
congestlon of merchandise on piers and other places. During this emergency,
fewer packages were examined than usual and this administrative procedure
enabled importers to secure their merchandise without unreasonable delay.

Tmportations of merchandise via mail resumed their prewar characteristics and
consisted prineipally of commercial transactions in contrast to 1946 when military
personnel overseas shipped packages which were generally free of duty under the
$50 exemption permitted by Public Law 790, approved December 5, 1942.

CusToms INFORMATION EXCHANGE

The Customs Information Exchange, located in New York, N. Y. is a central
clearing house for information with respect to the classification and valuation
of merchandise by the Customs appraisers. The reports received and records
maintained are designed to.provide for uniformity of decision among the various
appraisers throughout the (%ustoms Service. The work of the Customs Infor-
mation Exchange showed a substantial increase over that of 1946, as shown in
the followmg table. .

]
o Percent
Aqtlvxty ‘ 1946 ‘ . 1947 inerease
Number Number .

Appraisers’ reports of value or classification received . ._.._...__... 23,029 29, 320 27.3
Differences in classification reported = 1, 660 3,153 89.9
Differences in value reported........___ - 2,909 3,763 29.4
Requests for forelgn investigations. ... . .____..._._. 415 476 14.7
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LARORATORIES

Nine Customs laboratories are maintained in the United States, and their pur-
pose is to test representative samples of sugar, wool, metals, and other mer-
chandise to aid in determining the correct assessment of duties. During the
fiscal year 1947 there were 60,601 samples of merchandise tested, which was a
24 percent increase over the preceding year.

In addition to the regular assignment, certain laboratory work was undertaken
for the Bureau of Federal Supply to test materials purchased for the Government
stock pile. o ‘

Law ENFORCEMENT ACTIVITIES

The law enforcement activities of Customs consist primarily of seizure of mer- .
chandise which has been fraudulently declared or illegally brought into this coun-
try. These seizures also include, in general, the vessel, automobile, trunk, suit-
case, or other means of transporting the contraband.” Although the number of
seizures in 1947 was slightly lower than the preceding year, the value of the articles
seized was approximately $7,000,000 compared with $4,000,000 in 1946. Such
articles as cameras, furs, jewelry, and wearing apparel, which showed significant
increases in the value of seizures, are but a further reflection of the increased travel
in 1947. Tables 102 and 103 show the number and value of the prinecipal types
of seizures. ) .

Collections from fines, penalties, and forfeitures in 1947 were approximately
$951,686, which was an increase of $103,666 over the amount collected in 1946.

INVESTIGATIVE AND PATROL ACTIVITIES

The Customs Agency Service is the investigative arm of the Customs Service
and its principal functions are to detect commercial smuggling, as well as the
deliberate fraud of importers in such practices as false or erroneous invoieing, and
undervaluation of merchandise. Although these violations were fewer than in
1946, there were, nevertheless, many important recoveries. As an example, a
broker acting for a large manufacturer falsely valued certain essential oils, and,
in another case, molasses, imported to use as cattle feed, was sold in the United
States for human consumption. : )

. Another enforcement feature of the Customs Service involved the assignment
of inspection officers at piers, railroad terminals, airports, and highways to secure
declarations and inspect the baggage and vehicles of travelers, and also to examine
merchandise brought in by common ecarriers. Violations involving baggage
"declarations continued to be the most numerous cause of investigation.

The third enforcement activity of Customs was the patrol activities at seaports
and also along the Mexican and Canadian borders. The port patrol officers (at
seaports) were engaged primarily in searching incoming ships and crew members
for contraband, particularly narcotics. Increased trade with the Near East and
the Orient resulted in a substantial increase in narcotic seizures at seaports during
1947.  Along the Mexican border the principal duty of patrol officers is to seize
smuggled merchandise. The majority of such seizures involve narcotics and, in
fact, the largest narcotics seizure in 1947 was at Calexico, Calif., which involved
677 ounces of smoking opium. Attempts to-smuggle narcotics along the Mexican’
border resulted in 508 seizures in 1947 compared with 398 in the previous year.

The Canadian border patrol had the same organization structure as the Mexican
border patrol. However, the type of work was essentially different irasmuch as
the smuggling of narcotics along the Canadian border is not. extensive enough to .
present any serious threat to this country. Therefore, as an economy measure,
the Canadian border patrol was abolished as of June 28, 1947, and all permanent
personnel who desired to continue in the Customs Service were reassigned.

The Customs Service also enforces laws other than its own, such as the export

" control licenses for the Department of Commerce; and the Customs personnel in
" the course of their regular duties made 9,172 seizures for the Department of
Agriculture and apprehended 666 persons for the Immigration and Naturalization
Service. Table 104 summarizes the investigative and patrol activities during the
last two years. : C : )
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‘'ForEIGN TRADE ZONES

Foreign Trade Zone No. 1, in New York, discontinued operations at four North
River Piers, used on a temporary ‘basis durmg the war, and ‘now occupies two
piers (Stapleton Staten Island). ~During 1947 Zone No. 1 enjoyed increased and
diversified activity but the revenue collected on merchandise. entering Customs
territory from the zone, while substantially the same as a year ago, was much less
than in the two precedmg years when large amounts of distilled liquors were proe-
essed or stored in the zone prior to importation into Customs territory.

Foreign Trade Zone No. 2, in New Orleans, was authorized in July 1946 but
did not commence operatlons until May 1, 1947 because of scarcity of fencing
materials necessary to segregate the zone.

Lecar ProBLEMS AND PROCEEDINGS

Certam questions 1nvolv1ng thée payment of overtime, Sunday, and- holiday
services to Customs employees, under an act of 1911, were not resolved by the
Supreme Court decision of Uniied States v. Howard C. Myers (320 U. S. 561; 321
U.'S. 750). 'Therefore, legislation was submitted to the Eightieth Congress (ﬁrst
session), to clarify the apphcable law, but no action was taken by either House.

The Customs Service has had trouble in recent years in ascertaining the value
of foreign currencies of many lands where dual or multiple exchange rates are
involved. This situation has resulted in the suspension of appraisements and
liquidations-of entries in the field with the result that in the Port of New York

.alone there is a backlog of some fifty thousand cases. Administrative action to
clarify this matter a few years ago resulted in a test case, Barr v. United States
(1945) (324 U. S. 83), which was decided against Customs. Therefore, legislation
was submitted to the El%htleth Congress (first session) seeking an amendment to
section 522 of the Tariff Act of 1930, which would grant authority to the Secretary
of the Treasury to determine, for duty-assessment purposes, the value of foreign
currency where dual or multiple exchange rates are involved. This leglsla,txon
passed the House but was not finally acted upon by the Senate.

This was the first year of operation of the Federal Tort Claims Act of 1946,
which changed the concept that the Federal Government is not liable for the
negligent or tortious acts of its officers and employees, while acting within the
scope of their employment. In effect, this act makes the Government liable in -
the same manner as a private individual under the same circumstances. The
number of claims received was 12, involving $2,643.90, and disposition was made
of 3, with payments totaling $91.50.

MISCELLANEOUS

Division of Training.—The Division of Training, which had been at a low ebb
during the war years, was abolished in 1947.

Changes in ports and stations.—The station at Caswell, Maine, was discontinued.
There was a station established at Daaquan, Quebec. No changes wére made in
any of‘the Customs ports of entry.

Cost of adminisiration.—During the fiscal year. 1947, Customs incurred expenses
of $33,328,255 for collecting the revenue and for prmtmg This figure does not
include salaries paid to Customs personnel for overtime, and other services
authorized by law, for which reimbursement is made to the appropnamon by the
parties in interest.

The expenses for 1947 exceeded those for 1946 by $3,636,412, the bulk of which
was attributable to salary increases authorized by the Pay Act of 1946.. . The
cost of collecting $100 of revenue was $5.35 compared with $5.05 in 1946.

6& sur%ma.ly of the collections and expenditures durmg 1947 will be found in
table 10
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BUREAU OF ENGRAVING AND PRINTING

The Bureau of Engraving and Printing designs, engraves, and prints currency,
bonds, certificates, stamps, and various other ofﬁc1al documents and forms.
Dehverles of finished work during the fiscal year 1947 amounted to 559,452,273
sheets, a decrease of 124,917,089 sheets, or 18.3 percent less than the quantlty
delivered during the previous fiscal year.

A comparative statement of deliveries of ﬁmshed work in the fiscal years 1946
and 1947 follows:

Sheets

\ Face value,
Class 1047
1946 1047
Currency: : T,
Umted States notes. . 2, 610, 000 3, 470, 000 $178, 860, 000
Silver certificates. 77, 210, 000 85, 265, 000 1, 505, 760, 000
Federal Reserve notes. . -.---..................... 30, 579, 000 24, 020, 000 3, 449, 040, 000

- 110, 399, 000 112, 755, 000 5, 133, 660, 000

- 1,000 |ocone e foieii oL
Postal savings_ 550 1,365 1, 066, 600
Treasury....s... 1,991, 384 173, 459 1,122, 802, 000
United States savings.. 87, 903,000 43, 634, 000 8, 652, 170, 000
. United States war savings. 60, 640, 000
Adjusted service....._. 50
Depositary_ ... . 500
Excess profits tax refund._._.___________________ © . 35,000
Consolidated Federal farm loan for the Federal : )
land banks__ .. ... ...  24L300 | .. |eccicecamaian

Consolidated Federal home loan banks.
Insular, Puerto Rican .
Notes:
TT@ASULY -« e e 1, 450, 000, 000
Consolidated Federal home loan banks. .. . 248, 000, 000
415 4, 175, 000, 000

205, 000, 000
50, 000

:

Special United States__..

Treasury bills_ . _____ ... A, ' 23,750 90,000 | 94, 365, 000, 000
Certificates:
Indebtedness. . . 509,875 357,025 | 129, 413, 000, 000
Cuban silver..___ 1,302,633 |oo oo e
Philippine treasary_ ... ... 10, 575, 200 403, 200 104, 900, 000
Military. 2, 988, 000 785, 131, 200
Interim traus[er certlﬁcates for. postal savings bonds. L0000 feoe el
Debentures: R :
Oonso]xdated collateral trust for the Federal
intermediate credit banks_.....______________. 17, 000 45, 000 510, 000, 000
Consolidated for Federal home loan banks.._._. 3,850 |- e
National Housing Agency, Federal Housing | ',
Administration:

Housing insurance fund..._.______.____.._..
Mutual mortgage insurance fund

‘War housing insurance fund............._..
Specimens:
Bonds

Debentures
Proof sheets, military cer t1ACAteS. oo

Total oo ] e 163, 140, 473 47,735,725 | 241,032, 119, 800
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Sheets Number of
Class . stamps; etc.,
: 1946 1947 1947
Stamps:
Customs . 85,000 128, 750 3, 650, 000
Internal revenue._... 164, 268, 037 163,419,673 | 20, 053 382 329
Adhesive postal note. . 12, 807 349, 529 34, 952, 900
District of Columbia beverage tax pai 127, 318 213,735 42, 747, 000
Federal migratory-bird hunting...... 27,921 36, 500 4, 088, 000
House trailer permit. ... | ... - 34 5,100
Philippine revenue....._......._ 66,850 | oo
Puerto Rican revenue___________ 1, 189, 950 1,377,316 107, 860, 800
Virgin Islands revenue......... 1 100 , 000
Specimens, internal revenue. ... 109 94 1,015
Postage:
United States 198, 588, 081 207, 797 448 19 747,034, 410
United States surcharged “Canal Zone™” _______{._._.______._.____ 2,100 210, 000
Canal Zone.___ 105, 000 199 450 11, 475 000
Philippine_.__ 713, 505 294 630 8, 912, 500
Specimens, United States...... 85 3,381
United States war savings._...___. '1,932,807 123, 383 12,158, 800
i TR e ~..| . 367,817,570 373,943,162 | 40,026,491, 235
Miscellaneous: -
0K - - oo 23, 898, 489 11, 000, 295 55, 008, 326
WarTants . oo emee e [ cce e oo 707 -507
Commissions. 2,345, 696 1, 340, 904 701 590
Certificates. 7, 589, 065 6, 522, 807 22, 225 724
Drafts 14,675 130,125 0 250
Transportation requests... 3,006, 855 591, Q70 2, 955 350
Other miscellaneous.. 4, 710, 282 2,056, 838 7 149 017
Specimens...._. . 104 40 215
Blank paper._.. 1,503 b (12 20 O
B2 017 ) 41, 566, 669 21, 642, 839 88,301, 978
Siamese currency 1, 445, 645 3,375,497 228, 992, 000
Proof sheets. - T P P
1, 445, 650 3,375,497 228, 992, 000
684, 369, 362 559,452,273 | ocoemiaael

Dies were engraved for new issues of postage stamps as follows:

Issue

Denomination
(cents) .

Smithsonian Institution Commemorative, Series 1946 ____._____._ ... __.____....
Iowa Statehood Commemorative, Series 1946
General Stephen Watts Kearney Expedition Commemoratlve, Series 1946
Air Mail, Series 1946 . __
Air Mall Series 1947_.___ .
Centeuary of U. 8. Postage Stamps ( heet, 19
Centenary of U. S. Postage Stamps (1847—1947) Commemoramve, Seriss 1947
Thomas A. Edison Centennial Commemorative, Series 1947___________..__
Joseph Pulitzer Centennial Commemorative, Series 1947. .
“The Doctor’” Commemorative, Series 1947 ___._____
Utah Centennial Commemorative, Series 1947

5,15,
5

h

T~
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- New dies and plates were prepared-for various issues of Treasury bonds, United
States savings bonds, revenue stamps for tobacco, snuff, and cigars, mlhtary
certificates, mlgratory-blrd hunting stamps, and mxscellaneous certificates and

commissions for the War, Navy, and other departments.

Orders were received from the War Department for the production of military
certificates for use by the armed forces within military establishments overseas.
A contract was negotiated with a commercial firm for printing the stock by the
offset method. Subsequently, the work was transferred to the Bureau for num-
bering and final processing. The certificates comprised three sizes; the small
‘size for the 5¢, 10¢, 25¢, and 50¢ denomlnatlons the 1ntermedlate size $1; and

the large size $5 and $10.
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In November 1946, a special committee appointed by the Secretary of the
Treasury began the audit and destruction by incineration of the surplus stock of
Allied Military Schilling currency remaining on hand from orders placed by the
War Department. This project was completed in January 1947.

The production of United States savings bonds of Series E, F, and G amounted
to 43,634,000 bonds, with a face value of $8,652,170,000, a decrease of 70.7 per-
cent compared with the quantity delivered durmg ‘the previous year.

The number of employees on the pay roll at the beginning of the fiscal year was
6,378, but by the end of the year this figure had dropped to 5,909.

Three employees of the Bureau were detailed to participate in the International
Philatelic Exhibition held in New York City in May 1947, in connection with
the centennial celebration of the issuance of the first United States postage
stamps. A hand-operated printing press was transferred to the exhibition for
the use of a plate printer and his assistant in demonstrating the plate printing of
itamps In addition, a member of the engraving staff gave demonstrations of

is art.

Expenditures amounted to $20,099,080.31, a decrease of $604,415.14 or 2.9
percent as compared with the previous year. The following statement shows the
appropriations, reimbursements, and expenditures for the fiscal years 1946 and
1 . » .

Increase or de-
1946 1947 crease (—
A'pprobriations: }
Salaries and expenses. .. ..o ooiioieoiooiie o $11, 435, 700.00 | $12, 689, 400.00 $1, 253, 700. 00
Printing and binding._ ... ______________._ .. 5, 500. 00 , 500.00 j.. oL
Reimbursements to appropl iations from other .
bureaus for work completed:! : .
Salaries and exXpenses . - - - _.ooooieoeoioae o 29,761, 713. 63 7,450, 855.42 | —2,310,858.21 -
Printing and binding. ... .. ... 4,375.00 5, 500. 00 1,125.00
Total. oo R 221,207,288.63 | 20,151,255.42 | —1,056,033.21
Expenditures:
Salaries and expenses 220,694, 617. 52 | 20,088, 421. 25 —606, 196. 27
Printing and binding 8,877.93 10, 659. 06 1,781.13
B3 7 ) S 220, 703,495.45 | 20,099, 080. 31 —604, 415. 14
Unexpended balance.. . ..o oo oo 508, 793.18 52,175.11 —451, 618. 07

! Additional amounts of $10,995.96 for 1946 and $50,065.59 for 1947 were received~from employees for lost
locker keys, badges, ete., for 1efunds of terminal léave compensation, from reimbursements for jury service,
and to correct dlscrepa.ucles in paper accounts of Bureau; from firms for empty drums returned by Bureau;
and from refunds by employees and firms and reimbursements for work done for various agencies. These
amounts were deposited in the appropriate accounts.

2 Revised to take into account arefund of $6,778.18, in April 1947, by the State Printer, Bureau of Printing,
Sacramento, Calif., which represented the unused portion of $11,408.00 in connection with the processing of
military yen currency, on contract with this Bureau, for the War Department. The amount of $11,408
covered the estimated cost of restoration of Governor’s Hall on the State Fair Grounds at Sacramento,
used for the above-described project. Since this amount had been charged to the War Department, that
Department was reimbursed with the refund of $6,778.18.

BUREAU 