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SECRETARIES, UNDER SECRETARIES, AND ASSISTANT SECRETARIES
OF THE TREASURY DEPARTMENT FROM JANUARY 20, 1953, TO
NOVEMBER 15 1953, AND THE PRESIDENTS UNDER WHOM THEY
SERVED

Term of service . Served under—
Official
From To Secretary of the Treasury | President

Secretary of the Treasury

Jan, 21,1953 {____...__ George M. Humphrey, Ohio_ Eisenhower.
Under Secretary
Jan, 28,1963 |._ceoooo-. Marion B. Folsom, New York.__.__ Humphrey...ccocicceaaoax Eisenhower.
P | Deputy to the-Secretary .
Jan., 21,1953 W Randolph Burgess, New York .. Humphtey ................ Eisenhower.
Assistant Secretaries ‘

Jan, 24,1962 {.oo.o.... Andrew N. Overby, District of | Snyder, Humphrey.......| Truman,
Columbia. ’ Eisenhower.
Jan, 28,1953 H, Chapman Rose, Ohio..ccccaaenoe Humphrey. Eisenhower.

Fiscal Assistant Secretary
Mar. 16,1945 |oeeeeceoon Edward F. Bartelt, Illinofs.._.. emean Morgenthau, Vinson,..... Roosevelt,

Snyder, Humphrey.._.... Truman,

. Eisenhower.
Administrative Assistant Secretary :

Aug. 2,1960 [-coeuee... ‘William W, Parsons, California..... Snyder, Humphrey....... Truman,

: Eisenhower.

1 For officials from Sept. 11, 1789, through Jan. 20, 1953, see exhibit 55.
) XI
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SECRETARY
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Marion B. Folsom X Under Secretary of the Treasury.
Willis D. Gra.dlson, Jr. . Assistant to the Under Secretary.

Dan Throop Smith
Eugende E. Oakes___.

Asseistént to the Secretary and Supervisor, Analysis
ta,
Chief, Tax Division, Analysis Staff.

Robert P. Mayo._. Chlef Debt D1v151on Analysis Staff,
Kenneth W, Gemmill ... ... Assqlstﬂant to the Secretary and Head, Legal Advisory
William W, Parsdné.. .................. Administrative Assistant Secretary of the Treasury.

Willard L. Johnson_z

Budget Officer.
Howard M, Nelson_.

Assistant Budget Officer.

James H. Hard IT..... Director of Personnel.
Joseph A. Jordan. Assistant Director of Personnel.

Paul McDonald._..... Director of Administrative Services.
Edward E. Berney. . Chief, Buildings Surveys and Maintenance Diviston.
‘Henry L. Merricks. . . Chief, Office Services Division.

Deputy to the Secretary.

Assistant Secretary.

Assistant to the Secretary.

Assistant to the Secretary.

Special Assistant to the Secretary.

Fiscal Assistant Secretary of the Treasury,

Assistant to the Fiscal Assistant Secretary.

Technical Assistant to the Fiscal Assistant Secretary.
Technical Assistant to the Fiscal Assistant Secretary,
Technical Assistant to the Fiscal Assistant Secretary.
. Head, Fiscal Seérvice Operations and Methods Staff.
A531stant Secretary of the Treasury.

Aide and Assistant to the Assistant Secretary.
Assistant to the Assistant Secretary.

. Assistant to the Assistant Secretary.

Assistant to the Secretary (for public affairs).
Technical Assistant to the Secretary for Enforcement.

Andrew N, Overby.
Theodore W. Braun
David M. Kennedy.
Frank A. Southard, Jr.
Edward F. Bartel (A
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. ANNUAL REPORT ON THE FINANCES

. TREASURY DEPARTMENT,
Washmgton, D, C., January 29, 1954.

- Sirs: I have the honor to report to you on the finances of the Federal
Government for the fiscal year ended June 30, 1953. I will also com-
ment on certain- significant developments during the calendar year
1953 as a whole and review the fiscal and debt management programs
of the present administration during its first. full year of office.

A year ago, in his first State of the Union Message, President
Eisenhower stated that the purpose of the Treasury and the Federal
Reserve System should be “to serve the whole Nation by policies
designed to stabilize the economy and encourage the free play of our
people’s genius for individual initiative.” Speciﬁcally, the President
stated that.the 1mmed1ate tasks of fiscal and economic policy should
be to:

“(1) Reduce the planned deficits and then balance the budget,
which means among other things, reducing Federal expenditures to
the safe minimum;

“(2) Meet the huge costs of our defense;

“(3) Properly handle the burden of our inheritance of debt and
obligations;

“(4) Check the menace of imflation;

“(5) Work toward the earliest p0331ble reduction of the tax bur-
den;

“(6) Make constructlve plans to encourage the initiative of our
citizens.”

- These are the objectives Whlch have guided the Treasury during the
past year as we have worked with the Congress, with representatives
of other executive agencies and of the Federal Reserve System, and
with responsible groups of citizens to put the finances of the Govern-
ment on a sound basis. Our joint efforts have resulted in real progress.
The downtrend in the value of the dollar which had taken place during
the past twenty years has stopped. We have made definite progress
toward the broad goals of the fiscal-monetary objectives outlined by
the President a year ago. :

The expenditure budget '

The first step toward budget balance was to bring planned expendi-
tures under control. The fiscal year 1953 was already half over, and
expenditures during the remaining months were largely determined
by prior commitments. However, the most careful examination of all
Government spending programs, both military and civilian, was
undertaken immediately. Our objectives were to eliminate waste and
extravagance, to reduce costs wherever this could be done without

1
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endangering national security or the essential functioning -of the
Government,” and "to increase efficiency of operations so that the
taxpayer would receive full value for every dollal spent by the ;Gov-
ernment. ’

. This program was of the greatest lmportance People ha.d seen the'-
value of their incomes and savings dwindling away while inflation was
constantly . stimulated by huge Governmeént expenditures and in-
effective monetary policy. They had seen the size and cost of the
Government growing year by year. In the fiscal year ending June 30, -
1953, budget expenditures had amounted to $74% billion, while budget.
receipts had been only $65 billion, leaving a deficit of $9}4 billion to be
financed by new borrowing. ThlS comparéd with expénditures of
$66 billion and 8 deficit of' $4 billion the year before. Pla’nned_
expenditures were on their way up. .

.The situation reflected in these figures could not, of course, be
remedied all at once. * Within six months after the new administration
took office, however, its joint efforts with the Congress to put the
finances of the Government on a sound basis had important results. -
By August 1953, planned expenditures for the fiscal year 1954 had
been cut by $6} billion below the spending estimates of $78% billion.
in the budget submitted to: the Congress the preceding January.
Since the previous administration had. apparently overestimated
income by more than a billion dollars, the prospective deficit was;cut
from moré than $11 billion to less than $4 billion. Pos51bly even
more significant for future operations than the cut in estimated.
expenditures was the reduction of $13 billion in requests for new
appropriations. . - . :

The change in direction accomplished by the new admlmstratlon
was evidenced by the fact that the new budget estimates called for
less spending in the fiscal year 1954 than in the preceding year. The
upward trend was checked. It was significant also that, for. the first
time since 1948, the authority granted Government agencies to make .
new expenditures was substantially less than the total amount of
spending budgeted for the fiscal year. This meant that the carryover
of accumulated commitments from one year to the next.would decline;
‘during the new.fiscal year instead of growing larger.

The carryover of these prior authorizations to spend is still very
large.- They amounted to over $81 billion on June 30, 1953. It will
take time to pay off these inherited obligations; and we shall have to
recognize that during this period budget balance will be that much
more difficult. :
Taxrevenue: - : : IR

One of the lmportant goals set by the new administration was the
earliest possible reduction in our heavy tax burdens.” However, the
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steps we can safely take to reduce taxes have to be linked to our
progress in getting Government expenditures under control. At the
request of the President last May, the Congress extended ‘the corpora-
tion excess profits tax for six months beyond the original expiration
date of June 30, 1953. By the middle of the calendar year it was felt
that progress already made would also  warrant the reduction of 10
percent in personal income taxes to take effect on January 1, 1954.
These two tax cuts resulted in savings.of $5 billion to the taxpayers.’

Other recommendations to the Congress for legislation in 1953 were
made, pending the completion of a thoroughgoing study of our tax.
system which the Treasury has carried on during the past year in close
cooperation with the appropriate congressional committees and staffs, -
and particularly with the Committee on: Ways- and::Means in the
House of Representatives. This study, which has now been com-
pleted, is the basis for the recommendations on tax legislation outlined
by the President in hlS Budget Message on January 21, 1954

The debt limit

As the President noted at the beglnnmg of ‘his term of office, the
Government faced another difficult problem growing out of the budget
situation in 1953.  This was the problem of the public debt limit.
The fact that Government borrowing had to, be kept within the
. authorized limit of $275 billion' has had a restrrctlve effect on the
ablhty of the Treasury to 1mp10ve ‘the. structure of the debt. The’
debt had already moved up.to ' $267 bllhon whefi this admmrstratlon'
took office. This-was before any prov1s1on had been made for financ-
ing future deficit operations growing out of the obligations which we
inherited. For this reason the President in his first State of the Union
Message immediately after he took office called attention to the
probable necessity at some later date for approprlate action to in-
crease the limit and before Congress adjournied in August he asked
that it be enacted promptly.

“This request was granted by a large majority in the House of Rep-.
resentatives but.the necessary legislation was not reported out by.the
Senate Finance Committee. Since then the. need for funds to meet
current expenditures has reduced the. Treasury cash balance to levels,
which are too low to provrde adequate elasticity to the Ttéasury in
plannlng a prudent financing program. The problem will continue
to grow even more acute and, consequently, the President in his
State of the Unlon Mes ssage on January 7, 1954, renewed his request,
to Congress for an increase in the statutory debt l1m1t o

Debt management

In addition to the foregomg needs f01 actlon on. the ﬁscal front a
program for i 1mprov1ng the management of our huge pubhc debt was
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urgently required when the present administration took office.
Inflationary forces which -doubled the. price level and cut the buying
power of the dollar in half between:1939. and 1952 were stimulated
by financing too- much -of the national debt through short-term
securities sold mainly to commercial banks.

The extent of the problem inherited from the previous administra-
tion is.evidenced by the fact that, in the calendar year 1953, the
Treasury had to finance maturities .and redemptions of over $60
billion as well as a deficit of almost $10 billion, amounting in all to
one-fourth of the entire national debt.. This necessitated going to the
market nine times during the course of the year for refunding or
raising cash, exclusive of régular weekly offerings of Treasury bills.

This illustrates the need for the improved program of debt manage-
ment outlined by the President a year ago. The specific objectives
are to reduce the volume and maturities of bank financing to manage-
able size and form and to get more of the debt into the hands of long-
term investors. - These objectives will in themselves aid economic.
stability, and will at the same time provide greater freedom of action
for the Federal Reserve System to. perform its necessary public
functions in the monetary and credlt field without mterference from
the Treasury.

It is recognized, of course, that.: nnportant changes in the debt
structure as well as in other programs affecting the fiscal situation will
have to be undertaken gradually. Because the Government is such a
large borrower, the size and the timing of its financing operations have
far-reaching consequences which must ‘be carefully evaluated before
decisions are made.

The need for caution has thus been kept in mind, but the Treasury
nevertheless took steps immediately to put the new program into effect
and will continue with it:

In February 1953, owners of $9 ‘billion of maturing certlﬁcates were
given the opportunity to exchange their holdings for a bond of approx-
imately 6 years’ maturity, if they preferred it to the usual one-year
certificate offered at the same time. In April, the Treasury offered a
30-year marketable bond to attract long-term investment funds, the
first long-term marketable bond issue since 1945. During September,
holders of the bonds maturing September 15 were offered a 3%-year
note as well as a one-year certificate; and a new cash offering of 8-year
bonds was made during October. Again, in November, holders of
Treasury notes maturing December 1 were offered a choice between
notes running a little over a year and Treasury bonds of approxi-
mately 5 years’ maturity (an additional offering of bonds first issued
the preceding February). Thus, the Treasury took steps to lengthen
the debt on five of the nine occasions when it had to borrow money in:
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the ‘market in 1953. At appropriate times during the year, the
Treasury also provided corporations and similar investors outside the
-banks with Treasury bills and tax anticipation certificates which
would meet their needs for the investment of short-term funds.

~ Thenet result of the Treasury’s-debt management operations during -
‘the calendar year 1953 was to finance the year’s huge deficit with
minimum reliance .on bank financing.. Ownership. of Government
securities by private investors outside the banks, in fact, increased by
-$4 billion during the calendar year, while the holdings of commercial
.and Federal Reserve Banks rose by only $1% billion.

As an important part of its program for improving the structure of
the debt, the Treasury took every occasion to encourage wide owner-
ship of savings bonds. This not only helped widen the distribution of
-the debt, but also promoted the objective of encouraging saving in all
its forms. Returning confidence in the sound dollar appears to be one
factor:in raising sales of Series E andH savings bonds in the calendar
-year 1953 to higher levels than in any other year since 1946

International activities

The Treasury has been guided in this field by “the emphas1s
given by the' President in his first State of the Union' Message to
profitable and equ1table world trade, and to the need for broader
markets and sounder currercies, so as to mcrease ‘the exchange of
goods and services among nations. In its international activities
the Treasury advocated constantly the importance of sound monetary
and fiscal policies, efficient productlon and nond1scr1m1na,tory trade
practlces It believed- these essential ‘to the building of économic
strength abroad to the ending of otr émergency economié aid pro-
grams and to the restoration of the convertibility of currencies and an’
increasing volume of -trade. The Treasury also emphasized the
importance to mternatlonal monétary stability of maintaining the
strength and value of our United States dollar as a stable pomt of
referénce for the other currencies of the world. o

In order to reduce procedural obstacles to foreign trade, and to
promote the more efficient operation of the Customs Serv1ce, the
Treasury Department supported. the Customs Slmpllﬁcatlon Bill,
which was enacted by the Congress. The Congress also extended the
‘Reciprocal Trade Agreements Act and provided for the establlshment
of the Commission on Foreigii Economi% Policy. - ThlS cominission
has now submitted a comprehensive study of United States inter-
national trade, foreign- mvestments, and other important - matters in
the area of international economic policy.

The policy of promoting sound’ practices in"the mternatlonal mone-
tary and financial field was implementéd directly and through the
National Advisory Council 6n International Monetary and Financial
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Problems, of which, the Secretary - of: the. Treasury is chairman.
The forelgn lendmg activities. of the Government were scrutinized in
‘terms of their effect oi: ouy fiscal problem and on the health of competi-
tive private enterprise, ‘Interest rates.on United.States, Government -
foreign lodans were adjusted to refléct the realities of the private money
amarket and to facilitate greater private participation in foreign lend-
Jdng. A-settlement’ of .Gefnian:private and public- debts  was recom-
mended by the executive branch and ratified by the Senaté. - The
‘United States Treasury. provided support; to.the stable and fully con-
vertlble Mexican  peso. through an-enlarged. stabilization agreement.
During: the *September meetings of the International Monetary
Fund .and -the International Bank for Reconstruction and Develop-
‘ment. the Treasury Department stated the admlmstratron s policy of
inaintaining the price of gold. at its current level as an important.con-
tribution to the financial stability of the world. - Throughiout the year
the Treasury-held: extensive consultitions: with répresentatives of:the
United Kingdom, France, Germany, Japan and other countries on'
mutual problems.
. The reorganization plan which . created the Forelcrn Operatmns
' Administration and brought under one head the ‘mutual security
activities of the Government ‘made the Secretary of the Treasury
‘responsible for advice on ‘the financial and monetary aspects of these
»a,ctrvrtres, and for reviewing mutual assistance plans and; pohcles to
insure that they are consistent with the monetary and ﬁnancml pohcy
__ob]ectlves of. the United States. . 7
- In developmg the -Mutual Securlty Program the admmrstratron
.'sought the best possible balance between our part in the’ effort to
vatl engthen the securlty of the free World and the necessrty for ‘ma,m-

;to a program of sound money, a controlled budget and tm .
possrble reduction of taxes. The size and probable, eﬂ’ectrveness of ‘the
programs were consrdered carefully in the lrght of these ob]ectlves '
At meetings of the North’ “Atlantic . Treaty Organlzatlon close
attention was given to the economic and financial factors affectmg the
‘defense efforts of the frlendly nations. It was agreed in the North
Atlantic Council that ‘the goal of sound natlonal economies should be
pursued concurrently Wrth, that of 1mprov1ng the eﬁ"ectlveness of
‘mrhtary forces v Lo : .

o G M.. HUMPHRFY

e I R Secretary of the Treasury

To THE PRESIDENT OF THE SDNATE _ : :
-Tox T\HfErSﬁ“AKER OFRHE HOUSE QR REPRESENTATIVES

o e
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Summary of Fiscal Operations

Budget expendltures of the Federal Government exceeded net
budget receipts by $9.4 billion in the.fiscal year 1953. This deficit
was the highest in history except for certain years during the two
World War periods. It was more than double the deficit of $4.0
billion in 1952. The magnitude of the budget deficit in 1953, in
spite of record breaking Government revenues, illustrates the dlfﬁcult
task of putting the Government’s fiscal house in order.

The $9.4 billion budget deficit was financed by an increase in the
public debt of $7.0 billion, a reduction in the general fund balance of
$2.3 billion, and ;an excess of receipts in trust account and other
= ytranspetionsiof:$0: Ivbillion : v Fhgigeweralfundicash - Balance dmbiisited

to '$4.7 billion on June 30, 1953, in comparison with $7.0 billion a year

earlier. The public debt outstanding on June 30, 1953, amounted to
$266.1 billion compared with $259.1 billion at the end of the fiscal
year 1952, '

. Net budget receipts in 1953 reached an alltime high of $65.2

billion, compared with $62.1 billion in 1952, the previous record total.

1953. marked the third year in a row of record-breaking budget

receipts. Budget expenditures in 1953 amounted to $74.6 billion

compared with $66.1 billion in 1952. The 1953 expenditure total was
-~ theshighest ;on.record..aside.from the World War II.years of 1943,

1944, and 1945.

Federal fiscal operations in the past two years, on the basis of
daily Treasury statements, are summarized in the following table.
Chart 2 shows receipts, expenditures, and the budget surplus or
deficit by years for the period 1950 through 1953. Annual figures
for 1932-53 and monthly for 1953 are contained in table 1 in the
tables section of this report.

1952 1953

In billions of dollars

Budget results:

Nt e DS - - oo oot e aan 62.1 65.2

Expenditures. ... ... femeeseemmmeeececeecmaeacaes | 66.1 © ] 4.6
Budget [ T T PP 4.0 9.4

Reductxon in general Iund balance. . i .4 2.3

,‘ Trust account and. other, transactions, .excess of receipts, or expendi- ’
UTES (=) 1 e e m e e— e m -3 .1 .1 2.4
Equals: Increase in public QOB e oo 3.9 7.0

1 Includesnet trust account transactions, etc.; net investments of trust accounts and Government agencies
m public debt securities; net sales or redemptlons of obligations of Government agencies in the market;
%nd clear}lang ]?ceount for outstanding checks and interest coupons, and telegraphic reports from Federal

eserve Banks

9
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FEDERAL BUDGET PIGTU RE
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CHART 2

In both 1952 and 1953 budget recelpts and. expendltures were con-
siderably greater in the second half of the fiscal year than in' the first
six months. On the receipts side this was due to prior year tax
increases becoming fully effective; especially in the second half of
1952, a general: rise in. tax liabilities growing out of rising incomes,
and. statutory requirements for payment of income and excess. profits
tax Habilities. . The acceleration of corporate tax payments ! added:

- to receipts in the Jandary-June periods of each of the years. ‘The
greater proportion of budget receipts in the first half of fiscal 1953
compared with the same period in 1952 was due mainly to the fact’
that in the earlier year certain corporations were permitted by law
to postpone: the date of ﬁhntr returns and paying income and excess
profits taxes.

Budget expenditures increased steadily on a quarterly basis. through-~
out each of the last two years, as the defense program continued its
growth. The distribution of net budget receipts and expenditures,
together with the budget surplus or deficit, by quarters, half-years,
and fiscal years is shown for 1952 and 1953 in the following table.

"1 By a provision of the Revenue Act of 1950 & corporatlon paymg taxes on a calendar year basis paxd 60
percent of its 1950 liability in the period January-June 1951, instead of 50 percent as in previous years. The

percentage paid within 6 months after the end of the taxable Year increased to 70 percent fot-1951, 80 percent
for 1952, and w111 inecrease to 90 percent for 1953 and 100 percent for 1934 and subsequent (calenda.r) years.'




Net budget ' Net budget
receipts : | expenditures.’

rosl i R R R R e

Fiscal year 1952
‘July-Septeniber, 195
= October-December, 1951

- -Total, ﬁrst half. sl
‘January—March 19525
,:Apnl-June, 1952, oo

: Total, seecond half__,..
*" Total, fiscal-yeai- 1952

Fiscal year 1953: .
July-September, 1952 ... .o_.... i
October-December 1952

" Total, Arst halt. |
i+ -January-March, 19
April-June, 1953. -

. Total, second half_._.......
»4 Total; fiscal year 1953. .15 o

BUDGET RECEIPTS AND EXPENDITURES
: BUDGET RECEIPTS IN 1953

Net budget reCelpts (total rece1pts less the appropriation to the
Federal ld-age and survivors insurance trust fund and returns of
overpayments) amounted t6 $65.2 billion in the fiscal year 1953 and
were $3.1 billion above receipts in 1952; Net receipts in 1953 were
$17.1 billion higher than those in 1951 and $28 2 bllhon above the
postwar low of $37.0 billion in 1950. = .~

=", Receipts by major sources in the fiscal years 1952 and 1953 ~on the
dally Treasury statement basm,-ar—? compared in the following table.

) Increase .
1952 | 1958 e

* Source. . . v Y T & - | Amount .. . =

) - ———| Percent

In billions of dollars * ’ v
Ind1v1dual income tax! ; 20.9 . 325 <26 | 8.7
Corporatlon income and excess proﬂts ta‘(es. - C2LS} 216 Tl .6
" Potal income and excess ‘profits taxes .. ileooceoeiiooo| - BLS| 5.1 J 2.7 5.3
Miscellaneous internal revenue. .o .« .o e o ecococccmcwarmcaacaccane 9.7 ] 10.9 L1y} 7118
Employment taxes 2....._.___ e 4.6 5.0 4 93
CustomS .. .. e iicmeceiaceanan .6. REERIN RN 11.2
Miscellaneous receipts__..... SR " 18 L9y .1 5.5
b Total receipts ‘ - " 68.0| 725 45 6.6

ed - . o E .

- Appropnatxon to Federal old-age and su:vnvors msurance o ’ '
trust fund._ . _.______._ 3.6 - 4.1 5 14.5
Returns of OVerpayments 2.3 3.2 8 36.9
Net budget receipts. ... , Coe21 652 3.1 5.0

1 Beginning in January 1951, receipts from individual income taxes and the Federal Insurance Contribu-,
tions Act, a component part of employment taxes, were combmed For purposes of hlstoucal companson,
estimated amounts are shown for the two components. - ; .

2 Includes Railroad Unemployment Insurdnce Act receipts.
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All sources of receipts increased in the fiscal year 1953 as compared
with 1952, most.of the expansion stemming from the individual
income tax and the excise taxes which are the major components of
miscellaneous internal revenue. The individual income tax remained
the most important source and showed the largest absolute incréase:
Expanded receipts from this source were partially offset by a rather
substantial rise in returns of overpayments of individual income
taxes. Receipts from the second most important source of revenue,
corporation income and excess profits taxes, rose negligibly in 1953.

Receipts from income and excess proﬁts taxes

Income and excess profits taxes totaled $54.1 billion in 1953, $2.7
billion above receipts in 1952. The individual. income .tax. provided
~wvirtually all-of this-increase.

Individual income tazes.—Details of the individual income tax yield
are shown in the following table.

Increase, or
decrease (—)
1952 1953

Source Amount

Percent

In millions of dollars

Withheld (daily Treasury statement basis) .

- ...} 18,521 21,172, 2,651 14.3

Not withheld (collection basis) *.__.___..._._.... - 11,345 11, 404 59 .5

w.oa Adjustmentito daily ‘Breasury-statement. basis. . P 2 U 3 78 PR 1) I (A
“Not withheld (daily Treasury stitement basis)........--.:.... T11,359 | 11,306 | =53 -.5
Total individual MNCOME LAXES.- e oomeeoroneoonaeiomanns 29,880 | 32,478 2,509 | 8.7

t Beginning in January 1951, receipts from individual income taxes and the Federal Insurance Contribu-
tions Act were combined. . For purposes of historical comparison, estimated amounts are shown.

Receipts from withheld individual income taxes increased in the
fiscal year 1953 as a result of the full-year effect of higher withholding
rates instituted by the Revenue Act of 1951, effective in November
1951, and expanding salaries and wages subject to Withholding
Recelpts from taxes mot withheld did not differ significantly in the
two -years despite the hlgher rates of tax affecting fiscal year 1953
receipts. v

Corporation income and excess profits taxes.—Receipts from this
source were $21,595 million in the fiscal year 1953, $128 million above
receipts in 1952. This small increase was the result of offsetting
factors. --Influences'tending to raise revenue in comparison with
receipts in the fiscal year 1952 were provisions of the Revenue Act of
1951, which reduced the excess profits credit under the income
method, raised the mhaximum effective rate limitation on the excess.
profits tax, and increased the total income tax rate. :
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- 'The primary factor tending to reduce receipts in the fiscal year 1953
was the substantial drop in corporate profits in the calendar year 1952,
Corporation income tax receipts in the fiscal year 1953. reflected
incomes of the cdlendar years 1951 and 1952, with 1952 the more
important because of the continued acceleration of quarterly pay-
ments under the provisions of the Revenue Act of 1950.

Receipts from all other sources.—Miscellaneous internal revenue
recelpts from the groups of taxes compusmg this category are shown
in the following table.

Increase -
) 1952 1953
- Source Amount
: Percent

In millions of dollars -

Estate and gift taxes. - e 833 891 58 6.9
Excise taxes:

Liquor taxes_..... - 2, 549 2,781 232 9.1

Tobacco taxes... - 1, 565 1, 655 90 5.7

Stamp taxes_ ... ... - 85 -90 5 6.3

Manufacturers’ excise taxes 1. - 2,335 2,846 511 21.9

Retailers’ excise taxes. . .._-o..o.____........_ - " 475 496 20 4.3

- Miscellaneous excise taxes (including repealed) 2.._ R 1,947 2,061 114 5.9

Total excise taxes 12, ... . ..... PSR 8,957 9, 929 972 10.9

Adjustment to daily Treasury statement basis .. ‘ —65 449 | - 414 o ...

Total.excise taxes 1 2. ... ... e mdmtmiieceean 8,893 9,978 1,086 12.2

Total miscellaneous internal revénue ! ?. . _oiceiioceo-. 9,726 | - iO, 870 ’ 1,144 11.8

r Revised.
"1 Excludes taxes collected on firearms, shells and cartridges and fishing rods, creels, ete.”
3 Excludes collections of the hydra.uhc mining tax.

Estate and gift taxes amounted to $891 million in the fiscal year
1953, an increase of $58 million in comparison with those in 1952.
Excise tax receipts rose to $9,978 million, $1,086 million or 12.2 percent
above the $8,893 million collected in 1952.. Increases occurred in all
the major' categories of excise taxes as a consequence of expanded
sales and, in some cases, the full-year effect of the Revenue Act of 1951.

Manufacturers excise taxes accounted for approximately half of.
the increase in excise tax collections in the fiscal year 1953.- The
rate of increase (21.9 percent) was more than twice that of all other
excise tax receipts (8.8 percent). The striking increase in manu-
facturers’ excise tax receipts derived largely from taxes on passenger
gutemobiles: and: on.gasoline. The increase in these two taxes was
partially due to the full-year effect of rate increases under the Revenue
Act of 1951. Part of the increase in receipts from the tax on auto-
mobiles was the result of the alleviation of materials shortages which
had reduced receipts in the previous year—a factor affecting receipts
from taxes on other consumer durable goods as well.
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‘Collections from liquor taxes amounted to $2,781 millionin the
fiscal year 1953, an increase of $232 million over those in the prévious
year. The tax on distilled spirits at $1,841 million was $251 million
higher than in 1952, which had, however, been affected adversely by
heavy inventory accumulations in 1951. The full-year effect of the
rate increases imposed by the Revenue Act of 1951 also contrlbuted to
increased distilled spirit taxes in 1953. :

Tobacco tax collections increased by $90 million in 1953 Whlch was
more than accounted for by receipts from the tax on small cigarettes
which rose as a result of the full-year effect of the rate increases under
the Revenue Act of 1951. Retailers’ excise taxes rose by $20 million
and stamp taxes increased by $5 million. Miscellaneous excise tax
receipts were $114 million higher than in 1952, principally because of
increased receipts from taxes on transportation of property and com-
munication services. Receipts from the tax on admissions, exclusive
of cabarets, roof gardens, etc., alone in the miscellaneous excise group
showed a significant decline in 1953. The decrease in receipts from
this tax in 1953 continued the downward trend of the past few 'yea;rs
Collections from retailers’ excise taxes and the mlseellaneous excise
taxes were not affected appreciably by tax rate changes.

. Employment tazes.—The yields of the various employment taxes,
on the daily Treasury statement basis, are shown in the following
table.

" Increase, or
| decrease (—)
1952 1953 . .
ASeuree Amotmt :
- Percent
In millions of dollars .
Federal Insurance Contributions Act t. . . ____..__.. 3, 569 4,086 | 518°). - 145
Federal Unemployment Tax Act.......... 259 276 17 6.5
Railroad Retirement Tax Act___._..._....... 735 | 626 =109 —14.8.
Railroad Unemployment Insurance Act 2 10 10 (RS —2.6"
Total employment-taxes. . ... cooo.ooooow_ioo 4,573 | © 4,998 | © " 425 9.3
Deduct: Appropriation to Federal old-age -and survivors, in- : B T
surance trust fund. ..o ciccicaeaias 3, 569 4,086 518 |- 145
" Net employment BAES - oo 1,004 © 912 '-—92" ~9.2"

*Less than $500,000. :

1 Beginning in’ January 1951, receipts from the Federal Insurance Contnbutxons Act and mdlvxdual
income taxes were combined, TFor purposes of historical comparison, an estimated amount is shown' for .
the Federal Insurance Contributions Act.

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

_Total receipts from employment taxes amounted to $4; 998 mllhonj
in the fiscal year 1953, an increase of $425 million over suchtaxes, in
the ﬁscal year 1952, Higher levels of taxable wages were respon51blef
for this increase in réeceipts from the Federal Insurance Contributions
Act and the Federal Unemployment Tax Act. Receipts from the
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Railroad Retirement Tax Act: would havé:expanded also; had it not
been for a change in collection procedure resulting in a doubling-up
of receipts in the first quarter of the fiscal year 1952.

Customs.—Customs receipts amounted- to $613 million in the
fiscal year 1953, an increase of $62 million over the. $551 IIllHlOI]
derived from this source in 1952.

Miscellaneous receipts.—Miscellaneous receipts of $1 902 mllhon in
the fiscal year 1953 were $99 million above the $1,803 million received
in 1952.

- Returns of overpayments.—Retwrns of overpayments amounted to
$3,151 million in the fiscal year 1953, an increase of $849 million over
the previous year. -This rise, principally in refunds of individual
income taxes, may be attributed to unemployment caused by the
steel strike in the calendar year 1952 and to a more rapid processmg of
refund claims in the fiscal year 1953 than in 1952.

' ESTIMATES OF RECEIPTS IN 1954 AND 19551

The esmmates of receipts from taxes and customs’for the current
and ensuing fiscal years are prepared in December of each year by the
Treasury Department. In general, the estimates of miscellaneous
receipts are prepared by the agency depositing the receipts in the
Treasury. Estimates in the following discussion are based on existing
legislation in accordance with standard budget practice and do not
take into account the reverse effect of proposed legislation. The
estimated effect of this legislation is included in table 119 which shows
the details of actual and estimated receipts. The estimates assume
that business activity, personal income, and corporate profits W111'
continue at substantially. their present hlgh levels. .

Actual budget réceipts amounted to $64,593 million in the fiscal
year 1953.. Receipts are expected to increase by $2,846 million in the’
fiscal year 1954-because: of the-higher levels of income reflected in
réceipts for that fiscal year. However, a very sharp decline is esti-
mated for the fiscal year 1955 as tax.rate reductions already effective
becomé-more fully reflected and because of the effect of additional tax
reductions,scheduled under present law. Estimated receipts under
present law are $61,470 million in the fiscal year 1955 or $5,970 million
less than the estimate for 1954 and $3,123 million less than the level

1 The treatmenr of certain budget receipt 'md expendxture items w111 be changed in the ﬁﬁcal year 1954,
Receipts from the Railroad Retirement Tax Act will be deducted from total receipts in arriving at net
budgét receipts. This is the presént practice with respect to receipts from the Federsl Insurance Contri-
butions Act. All receipts from the Railroad Unemployment Insurance Act will be treated as trust fund
receipts. Previously a part of such receipts was included in budget receipts, .

These two changes will reduce the amount of net budget receipts, but since budget expenditures will be
correspondingly reduced there is no ¢hange in the net budget surnlus or deficit. Other changes have also -
been zgade in classifications within net budget receipts which aﬁect component amounts but not net budget
receipts.

For comparative purposcs actual 1953 receipts and expendltures shown in table 119 have been adlusted'
for ‘these chianges: (excep't for receipts under-the- Railroad Unemployment ‘Insurance Act) and will differ”
from those appearing in other tables and text.
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of actual receipts in 1953. If proposed legislation is taken into
account, the estimated receipts for 1955 are $62,642 million.

Fiscal Year 1954

Actual receipts in the fiscal year 1953 and estimated receipts in the
fiscal year 1954 are compared by major sources in the following table.

Source -| 1953 actual lgﬁaﬁﬁ' ({ggg:;s:v(gf)
In millions of dollars
Individual ineome taX_ ... oeo e 954.7
Corporation income and excess profits taxes_. .. ... 1,214.5
EXCISe t8XES oo e eimmmmeaas 95.6
Employment taxes._.. 531.8
Estate and gift taxes. . 63.7
Customs._ ... —22.6
Internal revenue not other —49.0
Miscellaneous receipts 484.3
Total receipts. . ool R, T 72,349 75,667.9 3,273.0
Deduct: . : X
(a) Appropriation to Federal old-age and survivors insurance
trust fund. .. iiiieaaiaan 4,086.3 4,600.0 513.7
(b) Appropriation to railroad retirement account 625.1 640.0 14.9
{¢) Refundsofreceipts. .. - ... 3,119.8 2,988.2 -131.6
Adjustment to daily Treasury statement basis. .. _.._.........__. +29.5 | oo ~29.5
Budget TOCEIDES - - - o o o oo e m e emae 64, 503.3 67,439.7 2,846.4 -

Budget receipts in the fiscal year 1954 are estimated to reach an all-
time high despite the part-year effects of reduced tax rates affecting
receipts, particularly the individual income tax, and several excise
taxes. All major sources of receipts with the exception of customs
are expected to contribute to the increase.

Individual tncome tax.—The yield of the individual income tax is
shown in the following table. ‘ '

1053 actual | 1994 esti- | Increase, or

Source mate | decrease (—)

In millions of dollars

Individual income tax:

21,171.8 22,284.0 1,112.2

‘Withheld
Not withheld._. 11,306. 5 11, 149.0 ~157.5
Total individual income tax._ ... o .. ceoeoeoool. 32,478.3 33,433.0 954.7

Receipts from the income tax withheld are estimated to increase in
the fiscal year 1954 since the higher levels of salaries and wages subject
to withholding are expected to more than offset the lower withholding
rates effective January 1, 1954. Individual income taxes not withheld
dare estimated to decline slightly as a result of the effect on quarterly
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declaration payments of the lower tax rates apphcable to calendar
year 1954 incomes.

Corporation income and excess profits taxes.—Revenue from corporate
income and excess profits taxes amounted to $21,595 million in the
fiscal year 1953. Collections from this source are expected to increase .
to $22,809 mllhon in the fiscal year 1954. A major portion of the
estimated rise of $1 215 million is due to the higher level of profits in
the calendar year 1953 as compared with the calendar year 1952.

- Excise taves.—Receipts from this source by major groups are listed
m the table wh1ch follows

1953 1954 Increase, or
Source . . - actual | estimate | decrease (—)
In millions of dollafs

Alcohol taxes. .oo..o..... S 2.780.9 .. .2,795.0 | 141
Tobaceo taxes. ......o...o..__. - 1,654.9 1,568.0 . —86.9
Stamp taxes_ . ... - : 90.3 91.0 ST
Manufacturers’ excise taxes - 2,859. 4 2,955.8 .. 96.4
‘Retailers’ excise taxes. Lo loliiiii.. 495.9 T 513.0 - 17.1
Miscellaneous excise taxes. ... ool 2,061. 2 2,115.5 o M. 3

T0tal €XCISe tAXES. ;- oooemoreeeconeeeeoee e moee | 99427 10,0883 95.6 .

Although the rates of certain excise taxes, principally in the alcohol,
tobacco, and manufacturers’ excise tax groups, are scheduled to be
reduced as of April 1, 1954, total excise tax receipts are estimated to
increase in 1954, reflecting the higher expenditure levels for taxable
goods and services in fiscal 1954.

Collections from the tobacco excise taxes are expected to decline
because of the scheduled termination of the tax increase made by the
Revenue Act of 1951, and reduced cigarette sales. The alcohol and
tobacco taxes affected by the scheduled rate decreases are paid by
stamp, and collections in 1954 will immediately reflect the April 1,
1954, reduction. Collections from the manufacturers’ excise taxes
and miscellaneous excise taxes are estimated to increase, although
certain of the tax rates in these categories also will be reduced. Because
of the timing of payment of these tax liabilities, the effect on collec-
tions will lag behind the April 1 effective date of the tax reduction.

Employment tazes.—The yields of the employment taxés are shown
in the table on page 18,

Employment taxes are estimated to increase in the fiscal year 1954
_prmmpally as a result of the increased rates under the Federal In-
surance Contributions Act effective January 1, 1954. Other taxes
show relatively minor changes.

Estate and gift taxes.—Receipts from esta,te and glft taxes are esti-
, mated to increase from $891 million in the fiscal year 1953 to $955
million in 1954.

273018—54——38
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" 1953 1954 . |+Ingrease, or

Source ‘actual estimate | decrease (—

In millions of dollars

Federal Insurance Contributions Act 4,086.3.| . 4,600.0 513.7

Federal Unemployment Tax Act__.__ 275.8 290.0 . 14.2

‘Railroad Retirement Tax Aet .. __.__ 626.0 640.0 14.0

Railroad Unemployment Insurance A ) 10.0 . ~10.0

Total cmployment taxes ..................................... 4,908.2 5,530.0 531.8
Deduct: . .

(a) Appropuatlon to Federal old-age and sarv ivors insurance

trust fund.. ... .. L.l . 4,086.3 4,600.0 513.7

(b) Appropriation to railroad retirement account_ -._...____.. 625. 1 640.0 14.9

Net employment taXeS. v oo o cuo oo oueo oo occen oo 286.8 290.0 3.2

1 In the fiscal year 1954, collections under the Riilroad Unemployment Insurance ‘Act will be treated as
trust fund receipts.

Customs.—Customs receipts are estimated to be $590 million in the
fiscal year 1954, a decréase of $23 mllhon from actual recelpts of
$613 million in 1953.

Miscellaneous recezpts.—Miscellaneous recéipts are estimated to
‘amount to $2,313 million in the fiscal year 1954, an increase of $484
‘million over actual receipts of $1,828 million in 1953. This increase
arises from a change in accounting for expenditures for foreign cui-
rencies which in 1954 are treated as budget items and affect both
receipts and expenditures in equlvalent amounts.

Refunds of receipts —Refunds of receipts are estimated to be $2,988
‘million in the fiscal year 1954, a decrease of $132 million from the
actual refunds of $3,120 million in 1953.

Fiscal Year 19565

Estimated receipts in the fiscal years 1954 and 1955 are compared
by major sources in the following table.

1954 1955 Inerease, or

Source estimate estimate | decrease (—)

In millions of dollars

33/433.0 | "36,908.0 1 =2;52510
22,809.0 19,694.0

Individual income tax........_...___.
Corporation income and excess profits
Excise taxes..._.._.
Employnment taxes
Tstate and gift taxe
Customs_......._

.Miscellaneous receipts. ..

2,312.6 | 2,453.0

Total TeCeIDUS o e oo o e 75,667.9 70, 122 4
Deduct: -
(8) Avpropriation to Federal old-age and survivors iusurance :
trust fund ... i iiecaae 4,600.0 | 5,369:0 . 769.0
(b) Appropriation to railroad retirement account. . . 640.0 640.0 . .o ..
{e) Refunds of receipts. .. ..o 2,988.2 2,643.6 | - —344.6

Budget receipts. oo oooooooeoieeaoe P, 67,439.7 61, 469.8 | —5,969.9
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Budget receipts in the fiscal year 1955 are estimated to decline
sharply. The decline results primarily from the full year effects of
tax rate reductions already operative .and the additional impact of
further reductions scheduled under present law.

Individual income tax.—The yield of the individual income tax-is
shown in the following table.

1954 1955 '
Source estimate | estimate |Decrease (=)
" In millions of dollars
Individual income tax:
Withheld. oo 22,284.0 20, 750. 0 ~1,534.0
\Iot thhheld.._.._..._......; ................................ 11,149.0 10,158.0 |, .~—991,0
Total individual mcome 73 S 33,433.0 30, 908.0 —2,525.0

Receipts from income tax withheld are estimated to decline in the
fiscal year 1955 principally as a result of the full-year effect of the
lower withholding rates effective January 1, 1954. Receipts from
income. tax not withheld will also decline as a result of the lower tax

rates apphcable to 1954 incomes.

Corporation income and excess profits taxzes. —Revenue from corporate
income taxation is estimated to amount to $19,694 million in the fiscal
year 1955, decreasing $3,115 million in comparison with receipts in the
fiscal year 1954. The principal causes of this decline are provisions of
existing law which provide for the termination of excess profits taxa-
_tion on December 31, 1953, aud a reduction in the corporate normal
- tax rate effective April 1, 1954.

Ezcise taxes. —Recelpts from this source by ma]or groups are listed

in the following tab]e

S 1954 1955 Increase, or
Source estimate - | estimate | decrease (—)
In millions of dolars

ALCONOY BAXES - .« o oo e e e e 2,795.0 697.0 —~08.0
‘Tobaceo taxes. 1,568.0 464.0 —104. 0
Stamp taxes. 91.0 90 [ ..
Manufacturel 2,955.8 2,318.3 . —637.5
Retailers? excise taxes.. ... 513.0 TO521.0 © 8.0
Miscetlancous excise taxes... 2,115.5° 2,130.0 14.5
Total exeise bAXES . o ool 10, 038. 3 9,221.3 —817.0

Excise tax receipts are expected to decrease substantially in the
fiscal year 1955 as a result of reductions in tax rates scheduled under
present law. In particular, the alcohol, tobacco and manufacturers’
excise tax receipts decline markedly as a result of tax rate decreases.
The other major excise tax categories show exbhel no change or slight
increases. :
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Employment taxes.—The detaﬂs of the yields of the emplovment
tahes are shown in the followmg table. : .

1054 1955
Source estimate | estimate | : LDCTease
In millions of dollars

Federal Insurance Contributions Act. . ... ..o oL 4,600.0 5,369.0 769.0
Federal Unemployment Tay Act. ..o ocoocmommomci oo 290.0 292.0 2.0
Railroad Retirement Tax Act. oo o iooocioinn 640.0 640.0 |oo.oo_.__

Total employment taXes .. oo coccccamecmaccacccccec e 5,530.0 6,301.0 771.0
Deduct:

(a) Appropriation to Federal old-age and survivors insurance

. trust fund. ... . . e ceacice- 4,600.0 5,369.0 769.0
. (b) Appropriation to railroad retirement account_.._......... 640.0 640.0 |- ———

Net employment taxes. ..o o 290.0 292.0 2.0

Employment taxes are estimated to increase in the fiscal year 1955
principally as a result of the full-year effect of the rate increases under
the Federal Insurance Contributions Act effective January 1, 1954.
Other employment taxes are relatively unchanged.

Estate and gift tazes.—Receipts from estate and gift taxes are estl-
mated to be $955 mllhon n fiscal year 1955, the same amount as in
1954,

Customs.—Customs recelpts are estimated to be $590 million i
fiscal year 1955, unchanged from those in 1954, _

Miscellaneous receipts.—Miscellaneous receipts are estimated to

amount to $2,453 million in the fiscal year 1955, an increase of: $]4O
million over 1954 receipts.
. Refunds of receipts.—Refunds of recelpbs are estlmated to be
$2,644 million in the fiscal year 1955. The decrease of $345 million
from those in the fiscal year 1954 results principally from the lower
individual income tax withholding rates effective January 1, 1954.

Revenue from proposed legislation contained in the Budget Message
of the President, January 21, 1954.—The effects of recommendations
for both tax reform and the maintenance of the existing corporate
income tax rate and the total revenue from excise taxation are shown
separately for individual income, corporation income, and excise
taxes in table 119. The recommended tax reforms are estimated to
1nvolve a loss of $585 million in revenue from individual 1 income taxes
in fiscal 1955. The combined effect of reform and continuation of the
tax rate on corporations is estimated to involve a net gain of 8570
million in fiscal 1955 over the amount which would be received in the -
absence of both reform and rate maintenance. The rescission of the
Aprll 1 reductions in excise taxes, as recommended in the tax program,
is estimated to involve a gain of $189 mllhon in fiscal 1954 and $1, 018
million in fiscal 1955,
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BUDGET EXPENDITURES IN 1953

Budget expenditures during the fiscal year 1953 were $74.6 b]lhon ;
larger than in any other year since World War II and nearly double
the average for the four years (1947-50) between the cessation of
hostilities and the outbreak of the hostilities in Korea. Expenditures
during the fiscal years 1953, 1952, and 1951, and the postwar averages
of 1947-50, on a daily Treasury statement basis, are shown in the
following table. Details for these and earlier years are shown in
tables 2, 3, and 5 of the tables section of this report.

" Interna- Interest | vopo >
National tional on the ererans
Year defense! | finance public At‘gﬂ;gx‘f’ Other Total
and aid debt

In billions of dollars

13.2 4.9 5.3 6.8 81 38.3
20.0 4.5 5.6 r5.3 r9.3 4.6
r39.0 4.9 5.9 r5.0 r1l.4 66. 1
44.6 5.8 6.5 4.3 13.4 74.6

r Revised.
. lIncludes actlvities related tp the defense program.

It was not possible for the results of the fiscal year 1953, which
was more than half gone when the new administration took office, to
show in any appreciable degree the economy efforts that are being
carried out. To a very great degree, spending in the fiscal year 1953
represented payments under obligations incurred before January 20,
1953. Substantial reductions in expenditures can be made only
gradually because of prior commitments and the present world
situation.

Expenditures in 1953, as in the two previous fiscal years, were domi-
nated by spending for national security and certain related functions.
Expenditures for national defense, international finance and aid, in-
terest, and veterans’ services and beneﬁts aggregated $61.2 bllhon n
1953 and accounted for 82 percent of total expenditures as compared
with 83 percent in 1952 and 79 percent in 1951.

Although expenditures for national defense during 1953 were $5.6
billion larger than in 1952, the ratio of defense expenditures to total
expenditures was virtually the same in both years; 60 percent in 1953
and 59 percent in 1952,

Significantly, however, while monthly defense spending rose from
an average of less than $2 9 billion in the first quarter of the fiscal
year 1952 to nearly $3.8 billion in the fourth quarter, defense expendi-
tures leveled off considerably during 1953 when the average monthly
defense expenditures in the four quarters of the fiscal year were $3.6,
$3.7, $3.6, and $3.9 billion. The increase over 1952 defense expendi-
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tures reflects for the most part the continued rise in major military
procurement and construction. Smaller increases were made in
spending for military personnel and research and development, while
there was some decrease in the cost of operation and maintenance of
the military establishment.

Interest on the public debt, which is reported on the basis of inter-
est payments becoming due and payable, exceeded, as it had in 1951
and 1952, spending for either international aid and finance or for vet-
erans’ services and henefits. The 1953 interest total was $6.5 billion,
an mcrease of $0.6 billion over 1952.  Although this increase resulted
mainly from an increase of over $7 billion in the total amount of in-
terest-bearing Federal securities outstanding and from a general rise
in interest rates on new issues during the year, a considerable increase
was also attributable to an unusual situation involving timing of
interest payments during the fiscal vear 1953. Over $15 billion of
certificates of indebtedness, on which nearly a year’s interest was
paid at maturity in 1953, were refunded during the fiscal year into
securities on which interest payments for 6 months or more were made
in June 1953. Consequently about 20 months’ interest on this con-
siderable portion of the debt was paid in the 12 months of 1953.
Except for this change in timing of certain short-term marketable
public debt issues, interest payments in 1953 would have been about
$200 million less.

Expenditures of $5.8 billion for international finance and ald in
1953 were $0.9 billion larger than in 1952. The increase resulted prin-
cipally from a net increase in spending for two programs under the
Mutual Sccmity Act: $3.8 billion for military assistance compared with
$2.2 billion in 1952; and $1.7 billion for economic and techmcal aid
compared with $2.2 bllhon in 1952.

Veterans’ services and benefits cost $4.3 billion in 1953, $0.6 billion
less than in 1952, a continuation of the downward trend of the pre-
ceding three fiscal years. An increase of $0.2 billion in pension and
compensation benefits was more than offset by the decline in readjust-
ment benefit payments from $1.5 billion in 1952 to $0.7 billion in
1953. It is interesting to note that since 1940 the number of veterans
has increased from 4,300,000 to about 20,000,000.

Details of the expenditures for the fiscal year 1953 other than those
discussed in the preceding paragraphs are shown in the following table.
These include the running expenses of the Government, costs of other
domestic programs, and of some programs closely related to the
national security for which the detailed statistics are not readily
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separable from the routine operating expenses of various agencies
and departments. The 1953 total of $13.4 billion compares with
$11.4 billion in 1952 and $9.3 billion in 1951. Practically all of the
net increase related to expenditures for agriculture, which rose from
$1.2 billion in 1952 to $3.1 billion in 1953. This resulted from increased
crop price support activities of the Commodity Credit Corporation
following the decline, begun in the summer of 1952, in prices of
agricultural commodities. =~ The Corporation’s net expenditures
" amounted to-$1.9 billion in 1953 compared with net receipts of $0.1
billion in 1952. The classification ““all other” expenditures includes
the expenditures of executive departments and agencies not classified
elsewhere, as well as those of the legislative and judicial branches
of the Government.

.. | Housing Postal | - i
Year Agricul- and Public Social | Atomic defi- Al Total
ture home works | security | energy ci other
finance eney .
In millions of dollars
1947 50 average. ... 1,913 —66 1,228 ’ 1, 587 446 417 2, 557 8,083
__________________ 635 . 460 1,458 2,027 908 624 3, 151 9, 263
1952.; ................ 1,219 614 1,515 2,203 1,648 740 3,445 11,384
1953 . 3,063 382 1, 655 2,253 1, 802 660 3 576 13,393

ESTIMATES OF EXPENDITURES IN 1954 AND 1955

- Actual expenditures for the fiscal year 1953 and estimates for the
fiscal years 1954 and 1955 are summarized in the following table.
Further details will be found in table 119. The estimates are based
upon- figures submitted to the Congress in the Budget for 1955,
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Actual budget expendztures Jor the fiscal year 1953 and estimated expenditures for
1954 and 19551

(In millions of dollars. On basis of 1955 Budget document]

Actual, Estimated, | Estimated,
1953 1954 1955 .
Agriculture Department (including Commodity Credit Cor- . -
POTALION) - - L eiiieicas 4,710.2 6,364.5 4,759.6
Atomic Energy Commission. 1,790.9 2,200.0 2,425.0
Civil Service Commission. _ . 345.6 51.3 48.3
Commerce Department. ... .. 1. .. 1,197.8 1,148.5 1,028.3
Defense Department: :
Military functions 2. ..l laall 47, 564.6 45,750. 4 41,850, 4
Civil funetions.. ... oo iaaoaans 945.0 © 36,7 654.0
Economic Stabilization Agency. .- 64.5 204 |
Export-Import Bank of Washington (net) . 552.5 548.6 474.0
Federal Civil Defense Administration. 77.1 73.6 66.8 -
General Services Administration.....____ 1,108.5 939.0 753.2
Health, Education, and Welfare Departm - 1,919.9 1,950, 9 1,788.5
Housing and Home Finance Ageney...._ - 1,893.7 2,105.7 1,712.3
Interior Department. ... __..__ _——- 623.5 582.9 561.7
Labor Department . . . e 303.0 301.0 361.8
Funds appropriated to the President. . oo ... .. ... T 02,1311 1,885.7 1,622.8
Post Office Department_ - _...____._.__.. I 2,775.3 2,774.7 2,775.1
Railroad Retirement Board____..........._ - 33.0 34,9 |
Reconstruction Finance Corporation (net). . 516.2 349.0 270.0
State Department. .. ... ... ... e 2711 159.2 214.1
Tennessee Valley Authority. . o ... 315.7 365.8 439.5
Treasury Department:
Interest on the public debt. oo 6, 503.6 6,525.0 6,800.0
Other.____.._.____._..._.. 1,091.3 853.0
Veterans’ Administration. 4,250.8 4,235.2
Reserve for contingencies. 75.0 150.0
N T : . 2,628.3 2,811.7
Total budget expenditures. oo oo 83,499.2 82,895.2 76,655.3
Deduct: ’
Applicable receipts 3. . .o 9,225.0 11,992.7 11,085.1
Adjustment to daily Treasury statement basis..___._.__.. 2919 o eeioeaen
Net budget expenditures. «oeee oo coocmemcicmccmiacans 73,982.3 70,902. 5 65,570.1

- 1 These figures are derived from the 1955 Budget document. Details of actual figures for the fiscal year 1953
are based upon the Treasury’s Combined Statement of Receipts, Expenditures and Balances.

2 Includes military assistance under the Mutual Security Program. .

3 Receipts of certain Government corporations, the postal service, and other revolvlng funds the receipts
of which come primarily from outside the Government.

TRUST ACCOUNT AND OTHER TRANSACTIONS

Financial transactions of Federal agencies, other than those affecting
the budget receipts and expenditures of the Government and those
relating to the public debt, are classified in the daily Treasury state-
ment under three constituent groups: (1) Trust accounts, etc., (2)
investments of Government agencies in public debt securities (net),
and (3) sales and redemptions of obligations of Government agencies
in the market (net).

The first group includes the trust accounts maintained in the Treas-
ury, pursuant to law, for the benefit of individuals or classes of indi-
viduals. The Government’s payments from general fund appropria-
tions to certain trust accounts are included as receipts under the
respective accounts. The receipts and expenditures of trust accounts
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are reported in the daily Treasury statemerits on a gross basis. Also
included in this group are deposit fund accounts covering principally
deposits with the Treasurer of the United States which are subject
to refund or withdrawal by the depositor, and unidentified receipts of
Government agencies held until an appropriate disposition can be
made. Activity in deposit fund accounts is reported on a net basis.
During the fiscal year 1953, the trust and deposit account transactions
resulted in an excess of credits or net recelptb in the amount of $3,763
million. |

- The second group shows the net investments in public debt securities
by Goverriment agencies and funds During the fiscal year 1953, the
net purchases of securities amounted to $3,301 ‘million. The third
group reports the net of market sales or redemptions, in the face
amounts, of securities issued by Government corporations and.
agencies. During the fiscal year 1953, the excess of redemptions
amounted to $25 million.

Monthly details of the three groups for the fiscal year 1953 and
comparative figures for the fiscal year 1952 will be found in table 4.
Table 6 shows trust account and other transactions from 1945 through
1953 by major classifications.

- GENERAL FUND

The general fund of the. Treasury consists of moneys of the United
States'Government in Federal depositaries or deposited with and held
by the. Treasurer of the United States. The assets which are in ‘the
accounts of the Treasurer of tlie United States consist of certain.gold,
silver, paper currency, coin, unclassified collection items, and balances
in Federal Reserve Banks and other depositary banks.. The liabilities
consist of outstanding Treasurer’s -checks, balances to the credit of
the Post Office Department, the Board of Trustees of the Postal
Savings System, postmasters’ disbursing accounts, etc.; and uncol-
lected items, exchanges, etc. The difference between: the assets' and
liabilities is the general fund balance. On the basis of the daily
Treasury statement, the balance at the close of the fiscal year 1953
amounted to $4,670 million, a decrease of $2,299 mllllon durmg the
ﬁscal year. -
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The net change in the balance of the general fund during the ﬁséal
year was accounted for as follows:

[In millions of dollars]

Balance June 30, 1952___ __ _____ . .__.. 6, 969
Add: S
Budget receipts, net._ _ _ . ___ . _____.___ 65, 218
Trust accounts, ete., réceipts_._ ... __________ 8, 932
Net increase in gross publicdebt_ . _________________ 6, 966
— 81,116
Total . . e 88, 085
. .Deduct: .
Budget e\pendltures 1ncludmg those of wholly ow ned
Government corporations__.___.__.___ ... __.. 74, 607
Trust accounts, ete., expenditures. _________ _______ 5, 169
Investments of Government agencies in public debt
securities, net_ . .. ... _.___.__ 3, 301
Sales and redemptions of obligations of Government
agencies in market, net________._________________ 25

Clearing account for outstanding checks and interest
coupons, and telegraphic reports from Federal Re-
serve Banks; excess of expenditures. ______1_______ 312
‘ 83, 414

Balance June 30, 1958 ... .. 4,670

A comparative analysis of the assets and liabilities in the accounts
of the Treasurer of the United States, comprising the. general fund,
as of June 30, 1952, and June 30, 1953, is shown in table 44.

The balance in the general fund as of the end of each month during
the fiscal year ranged from a high of $7,925 million on July 31, 1952,
to a low of $3,582 million on April 30, 1953. The largest item in
general fund assets was the amount, termed Treasury tax and loan
accounts, on deposit in Treasury accounts with commercial banks
designated as special depositaries. Balances in these accounts;.as of
the close of the month, were highest on July 31, 1952, with a total of
$6,027 million, and lowest on April 30, 1953, with a total of $1,859
million. On June 30, 1953, the balances in the tax and loan
accounts totaled $3,071 million.

Funds deposited in tax and loan accounts consist primarily of the
proceeds of sales of public debt obligations issued for cash; except
regular issues of Treasury bills. A large part of the proceeds of
withheld taxes and most quarterly tax payments of $10,000 and over
by individuals and corporations also are carried in these accounts. -
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VERIFICATION OF GOLD AND SILVER BULLION AND OTHER TREASURY
ASSETS

Shortly after the present administration assumed office there was
coridiféted a thorough audit of the gold and silver bullion and other
assets of the Treasury Department. The audit established an aggre-
gate value of $30,442,418,073.41" for gold and silver bullion, bank
deposits, and other. assets included in the accounts of the Treasurer
of the United States as of January 27, 1953, and confirmed the accuracy
of the Treasury records of these assets. In addition, the audit verified
the accuracy of Treasury records in respect to: (1) Securities and
other items amounting to $69,985,218,759.92 % in value held by
various Treasury offices in a custodial capacity for the accounts
of individuals, Government agencies, and Government trust funds;
and (2) unissued stocks of savings bonds and reserve stocks of unissued
currency in the aggregate amount of $3,149,489,315.00.

The audit was performed in accordance with procedures which
were recommended by an advisory committee of consultants appomted
jointly by the present Secretary and his predecessor in office. Mem-
bers of the advisory committee were W. L. Hemingway, Chairman of
~ the Executive Committee of the Mercantile Trust Company, St. Louis,
chairman; Wm. Fulton Kurtz, Chairman of the Board, The Pennsyl-
vania Company, Philadelphia; Sidney B. Congdon, President, Na-~
tional City Bank of Cleveland, Cleveland; and James L. Robertson,
Member, Board of Governors, Federal Reserve System, Washington.
As had been suggested by the advisory committee, the audit was
conducted under the general supervision of a continuing committee
representing both incoming and outgoing Treasury officials. Repre-
sentatives of the Comptroller General of the United States observed the
audits at each of the various audit sites.

Individual special settlement committees designated by the Director
of the Mint conducted . the verification of asset values.of each of the
mint institutions. The personnel of each settlement committee was
carefully selected from Bureau of the Mint employees normally
employed at mint institutions other than-the particular mint institu-
tion to which they were assigned for the conduct of the audit settle-
ment. '

In accordance with a recommendation of the advisory committee,
the special settlement committee at the Fort Knox-depositary opened
three gold compartinents, or 13.6 percent of the total of twenty-two
sealed compartments at that institution containing 356,669,010.306
fine ounces of gold valued at $12,483,415,360.28. All of the gold
contained in the three sealed compartments opened, amounting to
34,399,629.685 fine ounces valued at $1,203,987,038.94 or approxi-~

1'Excludes $37,217.59 in transit from mint institutions.
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mately 88,000 bars, was counted by members of the settlement
committee and found in exact agreement with the recorded contents
of the compartments. Slightly in excess of 10 percent of the total
gold values so counted, or some 9,000 bars weighing approximately.
130 tons. was further verified through weighing upon special balance
scales indicating exact. Welghts to the 1/100 part of a troy ounce. , All
gold weighed was found in exact agreement with the recorded Welght
thereof. Further, test assays were made of 26 gold bars selected at

“random from the total gold counted. The reported results of the
test assays indicated that all gold tested was found to be of a fineness
equal to or in excess of that appearing in the mint records and stamped
on the particular gold bars involved. Gold samples used for test assay
purposes were obtained through drilling from both the top and bottom
of each representative gold bar. In final confirmation of the verifica-
tion of the gold bullion asset values held in the Fort Knox depositary
the special settlement committee reported in part as follows:

“On the basis of assays, your committee can positively report that
the gold represented, according to assay, is at the depositary. We
have no reason, whatsoever, to believe other than, should all melts
be assayed, the results would be the same:

“We, the undersigned, found the assets verified, to be in full agree-
ment with the assets as indicated by the joint seals affixed to the
respective compartments on January 26, 1953. :

* “Tt is the opinion of this committee that the same agreement would
be found should all of the compartments be verified.” .

- Special settlement committee operations at the other mint institu--
t,lons closely paralleled those employed at the Fort Knox depositary
and confirmed the accuracy of the _Treasury records relating to the,
monetary asset values held by these institutions. The General

 Accounting Office confirmed the adequaoy of the procedures employed
and the propriety of the manner in which asset verification was,
accomplished by the special settlement committee at each of the
mint institutions.

The total monetary asset values held by the several mint 1nst1tut10ns.«
as of January 27, 1953, were found to be $24,881,671,267.73,! including
gold bullion in the amount of $23,035,947, 570 94 and silver bullion
in the amount of $1,621,531,937.58.

© An audit of cash, reserve currency, unissued securltles and securltles
in safekeeping which were in the direct custody of the former Treasurer
of the United States at the close of business on January. 27, 1953, and
were transferred to the present Treasurer of the United States on
January 28, 1953, was conducted by & special committee of seven

i Includes$37,217.59 1n transit from mint institutions.
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members which had been selected from personnel of the Treasury
Department and of which five members were not employees of the
Office of the Treasurer. The grand total of the items coveéred by this
audit (minor shortages amounting to $36.71 having been discovered and
made good at the time of the audit) amounted to $32,410,260,668.69 2/3,
and was identical to the total for .these items appearing on the books
of the Treasurer.

' The special committee which audited the items in the direct custody
of the Treasurer also verified the accuracy of Treasury records per-
taining to securities and other items held in a custodial capacity
by offices other than that of the Treasurer of the United States for
the accounts of individuals, Government agencies, and Government
trust funds. :

. As part of the audit of Treasury assets, special confirmations
obtained by the General Accounting Office from Federal Reserve
Banks and other bank depositaries verified deposit balances carried
in the accounts of the Treasurer of the United States as of January 27,
1953, which together withitemsin transit amounted to $4,914,662,484.83;

PUBLIC DEBT OPERATIONS AND OWNERSHIP OF FEDERAL
SECURITIES

" There was a net increase of $7:0 billion in the public-debt and
guaranteed obligations during the fiscal year 1953. This increase
‘brought the debt to a level of $266.1 billion on June 30, 1953. The
debt was larger than on any other June 30 since 1946 and was only
$13.6 billion less than the all-time peak of $279.8 billion reached in
February 1946.

The increase in the débt was brought about by special issues of
$2.8 billion to Government investment accounts and a net increase
of $4.3 billion in interéest-bearing public issues. Nonmarketable
public issues decreased by $2.6 billion, whereas the public marketable
issues increased by $6.9 billion. The increase in the public marketable
“issues was primarily in Treasury bonds, which rose significantly for
‘the first time since the end of World War II financing. ‘Changes in
the debt during 1953 are summarized in the accompanying table,

The total Federal debt outstanding since January 1946 is shown
in chart 3 and the composition of the debt as of June 30, 1953, is
shown in chart 4. Detailed information on the debt outstanding,
-operations, and ownership is give in the tables section of the report.

Operations in the publi¢ debt and changes in its ownership during
-the fiscal year 1953 are outlined in the two sections which follow.
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TRENDS IN THE FEDERAL DEBT 1946-'53
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June 53

Cuarr 3,
June 30, June 30, Increase, or
Class of debt 1952 1953 - |«decrease (—)
In billions of dollars
Public debt:
Interest-bearing:
Public issues:
Marketable. 140.4 147.3 6.9
Nonmarketal 78.7 76.1 —2.6
" Total PObHCISSUES. oo n o e eoe oo 219.1 223.4 4.3
Special issues to Government investment accounts._..._._ 37.7 40.5 2.8
Total interest-beating publicdebt .. ..__.___.._...___.. 256.9 263.9 |. 7.1
Matured debt on which interest has ceased. .4 .3 -1
Debt bearing no inberest. ... oooonmi i 1.8 1.8 ™
Total public deht. .. .o ool . 259.1 266. 1 7.0
«Guaranteed obligations ot held by Treasury... : *) .1 *)
Total public debt and guaranteed obligations_._._..___.__._ 259.2 266. 1 7.0

* *Less than $50 million.
. PUBLIC DEBT OPERATIONS

During 1953, for the first time since the autumn of 1945, the Treas-
~ury made cash issues of marketable securities in addition to weekly
Treasury bills and Treasury bills, tax anticipation series. These

2

‘offerings for “new money,

consisting of two issues of Treasury bonds,

‘brought in more than $5.4 billion. Together with the net proceeds
of Treasury bills,” borrowing of “new money” totaled $7.9 billion.

‘Marketable issues

The net increase of $6.9 billion in the marketable interest-bearing
debt brought the total to $147.3 billion on June 30, 1953, compared
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with $140.4 billion on June 30, 1952. The amounts of the security
classes of marketable issues outstanding on June 30, 1952 and 1953,
with changes duripg.the year, are shown in the following table. -

June :’;0, June 30, Increase, or
; 1952 1953 decrease (—)
Class of security
' In billions of dollars
Treasury bills_ ... el [, 17.2 19.7 2.5
Certificates of indebtedness . 28.4 15.9 (. ~12.6
Treasury Mobes . . ieieiicao. 19.0 30.4 11.5
Treasury bonds: . e
Bank eligible. . . i 48.2 64.0 15.8
Bank restricted. 27.5 17.2 -10.2
(0] 1Y P .1 1 *) ’
Total interest-bearing marketable securities..__._____.______ 140. 4 147.3 6.9

* Less than $50 million,

~ Bonds, notes, and certificates of indebtedness.—Treasury bonds and
certificates of indebtedness in the amount of $34.1 billion matured or
were called for redemption during the fiscal year 1953. Of this total,
the securities exchanged for new issues amounted to $32.0 billion,
while the remainders of the issues turned in for cash redemption or
carried to the matured debt totaled $2.1 billion. ,

On February 13, 1953, the 2 percent Treasury bonds of 1953-55,
dated October 7, 1940, due June 15, 1955, were called for redemption

———— STRUGTURE OF THE DEBT, JUNE 30,1853

Total Marketable Nonmarketable
$Bil.
2 Savings Bonds
L 4 - ) % vestment

200 5 Time to Moturity:* B 20 - Gonds ot
:40’/ A waSpecial lssves
) pg Trust Funds

100 §

7 650, |~ ithin 1 Yoar
0 s

L CHART 4,
1 Partially tax-exempt bonds to earliest call date
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on June 15, 1953, in the amount of $0.7 billion. The bonds of this
issue were called because of the partially tax-exempt attributes they
carried..- Five issues of Treasury bonds were not called for redemption’
when they reached their first and subsequent call dates during the
fiscal year. These were the 2 percent bonds of 1951-53, the 2 percent
bonds of 1951-55, the two issues of 2 percent bonds. of 1952-54, and
the 2} percent bonds of 1952-55.

Bank restricted bonds, which commercial banks may not acquire
for their own account prior to specified dates, decreased by $10.2
billion to a total of $17.2 billion. Three issues of bank restricted
bonds, the 2} percent bonds of December 15, 1959-62, the 2% percent
bonds of December 15, 1963-68, and the 2% percent bonds of June 15,
1964-69, outstanding in the amount of $10.1 billion, became bank
eligible on December 15, 1952, December 1, 1952, and April 15, 1953.

The following tables show the results of the public offerings of
bonds, notes, and certificates of indebtedness during the fiscal
year 1953. '

Public offerings of bonds, notes, and certificates of indebledness, fiscal year 1953 1

{In millions of dollars]

. Tssued Issued in
. Date of issue Description of security cgos'il %;f}é%{}gf gsﬁ’gé
. ' securities
Marke’mble issues
.| Certificates of mdebtedness
July 1,1952_______} 174%,, Series B- 1953, due June 1, 1953 ___ . _._.._.__ 4,963 | ;4,963
Aug. 15,1952 ___ . 29, Series C-1953, due-Aug. 15, "1953... 2,882 | 2,882
Feb. 15, 1953..__. 2%%, Series. A—1954 due Feb. 15 1954. 8114 ] 8114
June1,1953...... 254%,, Series B- 1954 due June 1, 954 TITITITT . 4,858 4,858
Treasury notes:
Apr.1,1952.._._. 114%, Series EA-1957, due Apr. 1, 1957 . ______.__.__ 20 20
Oct.1,1952 ______ 119, Series FO—1957 due Oct. 1, 1957.. 824 824
Apr.1,1953_ .. . 1169, Series EA- 1958, due Apr. 1 1958 R 77 77
Oct. 1,1952__.___. 214%, Series A-1953, due Dec. 1, 1953-,......_ .......... 10,542 | 10,542 |
Treasury bonds: .
July 1,1952....__. 2349, of 1958, due June 18,1958 o oemeo] 4,245 (L ____ 4,245
Feb. 15, 1953 2169 of 1958, due Dec. 15 1958...____ 620
May 1,1953...... 3149 of 197&83, due June 15,1983 . 31,606
Total, marketable issues. ... ..o 3 A 38, 750+
Nonmarketable issues ‘ '
Various_____._.._ Treasury savings notes: . ’
SerIeS A et ——————— 1,464 (. oo_.__. 1 1,464
BerieS B o e 2,760 jocooio.. 2,760
Subtotal, Treasury savingsnotes. .. .. ......_...... 4,224 | ..... 4,224
Do United States savings bonds:
Series - 44,821 [ 44,821
Senes %[ G 360 |- . 380
eries ' an 108
Series J and K__. } + 608 2 { 4502
Subtotal, savings bonds. ..o ooooooiioaeeo. 45,788 2| 5701
Total, nonmarketable issues..... . 10,013 2| 10,015
Total, iSS1eS. - . .o i iiiceean 15,445 33,320 | 48,765

T Exclusive of special sevies of certificates of indebtedness; depositary bonds; speeial notes of the United
States: International Monetary Fund seit s; United States savings stamps; and guaranteed obligations.

2 Includes $950,675 cash differences paid on exchange of Series I‘ and G savings bonds.

3 Includes $14 million in deferred subscriptions. .

4 Includes aceruals.
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Disposition-of maturing or redeemable public issues of bonds, notes, and certificates of
tndebiedness, fiscal year 19581

[Dollars iri millions]

. d Re- al
Date of eemed | Bx.
§ o ) for cash Percent
relglrnl!del_ng Description of security Date of issue ot car- c}:)?r;lgfvg Total | ex-
- demption nigat(:;gd security changed:
' debt y
Marketable issues
1952 Certificates of indebtedness:
Julyl..... 174%,, Series B~1952, maturing | Aug. 1,1951___.____ 253 4,963 5,216 95.1
July 1,1952.
Aug. 15_.. 174%,, Series C-1952, maturing | Sept. 15, 1951______ 150 434 583 4.4
i Aug. 15, 1952, ) .
Do.... 7/§%,tSer1e3];) -1952, maturing | Oet. 1, 1951..__._. . 258 1,575 1,832 86.0
ep !
Oct. 1_..__ 7/%)%ty Scrles E 1952, maturing | Oct. 15,1951 __..__ 319 | 10,542 | 10,861 97.1
. c
Dec.1.._. 7/%%, Serles F 1952, maturing | Dec, 15, 1951 .. _._ 190 873 1,063 82.1
ec.
1953
Feb.15.__ %%b Slesnes9 ?3—1953 , maturing | Mar. 1, 1952_._____ 134 8,734 8, 868 98.5
Fe 1
June 1___. 7/‘%% ‘,erlegs 31?»—1953 maturing | July 1,1952._...._. 553 4,410 4,963 ‘88.9
une 1, 195
June 15__.| 2% Tréasury bonds of 1953-55, | Oct. 7, 1940....._... 277 448 725 ' 61.8
. called June 15, 1953. :
Total, marketableissues. ... | caeeaoooco . 2,132 | "31,979 | 34,111 1 03.7
Nonmarketable issues
Various.._| United States savings bonds:
Series A-D ... ooo.oo.. Mar. 1935-Apr. <) I O, k) O O
. 1941.
Series B May 1941 on con- 4,030 2 4,032 |oconoeocn
tinuous sale.
Series H_ oo June 1952 on con- [ P (3 .
. tinuous sale.
Series Fae e oemooaeiciiaaaaas May 1941—Apr. 256 fooooeooos
5 1,128 |- 417
CSeries G oo cccee|eeeo O 1,280 {oooo.
Series J May 1952 on con- E 2N SR 2 A,
tinuous sale.
Series K. SRR O [ (o SN R Y PO, [ 30 S,
Subtotal, savingsbonds. ... |- oo _____ 5,202 419 5,621 foveeoon
Do._..| Treasury tax and savingsnotes.... | Aug. 1941 on con- | 26,388 |-....._.. 26,388 [-ccocmno-
tinuous sale.
Do....| 2149, Treasury bonds, investment
series:
Series A . .. Oct. 1, 1047 .______ 3 PO B 2 R,
Series B oo Apr.1,1952 ... 1 921 922 |ooooo.-
Subtotal, Treasury bonds, {..-cocee i 5 921 925 |oooooaee
investment series.
Total, nonmarketable iSsues_ | ... .......o...... 11, 595 1,339 | 12,935 jueceoaan-
Total, ISSUeS. oo oommoee |l 13,727 | 33,318 | 47,045 |- .-

1 Marketable issues in this table are exclusive of special series of certificates of indebtedness; postal savings

bonds, and other debt items.

Nonmarketable issues are exclusive of armed forces leave bo 1ds, depositary

bonds; excess profits tax refund bonds; special notes of the United States: International Moaetary Fand
series; "United States savingsstamps; and guaranteed obligations.
2 Includes tax and savingsnotes in the amount of $2,082 million surrendered in payment of taxes.

_ The matured and called securities consisted of one issue of 2 percent
Treasury bonds, and seven issues of 1% percent certificates of indebt-
edness—four of 11 months maturity and three of 11% months maturity.
These issues were refunded into one issue of 5-year, 10-month bonds,
one issue of 14-month notes, and five issues of certificates of indebted-
ness—one of 11 months maturity and four of one-year maturity.

273018—54——4 ' v



34 1953 REPORT OF THE SECRETARY OF THE TREASURY

Table 15 shows the amounts outstanding, by classes of securities, at
the end of the fiscal years 1943-53.

The first financing operation of the fiscal year 1953, announced on
June 10, 1952, was the offering for cash on June 16, 1952, of an inter-
mediate bond in the amount of $3.5 billion, or thereabouts. Proceeds
from the sales of this bond, the announcement stated, might be
deposited in Treasury tax and loan accounts. Thiswasthe first offering
of Treasury bonds for cash since the Victory Loan in the fall of
1945. The bonds carried an interest rate of 2% percent and were
dated July 1, 1952, with maturity on June 15, 1958. Nonbank sub-
scriptions were accepted without limit and allotted in full. Subscrip-
tions from commercial banks for their own account were restricted in
each case to an amount not exceeding the combined capital, surplus,
and undivided profits, or 5 percent of the total depesits as of December
31, 1951, whichever was greater, of the subscribing bank. Such sub-
scriptions from commercial banks were allotted in full up to and
including $100,000; subscriptions for amounts over $100,000 were
allotted $100,000. The subscriptions received totaled $11,693 mil-
lion, and $4,245 million of the new bonds were allotted: 85.7 percent
of the total issue was allotted to nonbank-investors, 11.9 percent to
commercial banks, and 2.4 percent to Government investment
-agecounts.

At the same time there was offered a new 1l-month 1% percent
certificate of indebtedness, thus continuing the interest rate of 1%
percent per annum which the, certificate issues had carried since June
15, 1951. . These certiticates, Series B-1953, dated July 1, 1952, were
offered to holders of the 1% percent certificates of indebtedness, Series

" B-1952, maturing July 1, 1952, in the amount of $5,216 million.
Exchange subscriptions to the new certificates totaled $4,963 million,
leaving $253 million of the maturing certificates to be paid in cash.
~ The short-term rate was changed, however, in the refundings of
August-September 1952 announced by the Secretary of the Treasury
on July 30. The announcement stated the Treasury would offer
a new one-year 2 percent certificate, Series C-1953, on August 4, in
exchange for the two outstanding issues of 1% percent certificates of
Series .C-1952 and Series D-1952, which matured on August 15 and
September 1, respectively, in- the total amount of $2,416 million.
Exchanges of the maturing certificates amounted to $2,008 million.
~ On September 12, 1952, it was announced that on September 15 a
14-month 2J% percent Treasury note, Series A-1953, would be offered
in exchange for the 1% percent certificates of indebtedness, Series
E-1952, maturing October 1, 1952, in the amount of $10,861 million.
Exchanges of the maturing celtlﬁcatcs for the new notes amounted
to $10,542 million, leaving $319 million for cash lederr'ptwn ‘
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‘On November 17, 1952, the offering on that date was announced of -
ap additional amount of the one-year 2 percent certificates of Series
C-1953 in exchange for the 1% percent certificates of Series F-1952,
maturing .December -1, 1952, in the amount of $1,063 million. The
new certificates, like others of the series, were dated August 15, 1952,
and were exchanged at par and accrued interest to December 1 for
the maturing certificates. Subscriptions to the new certificates
amounted to $873 million, leaving $190 million of the maturing certifi-
cates to be paid in cash.

. The next refunding, which was the first financing of the new admin-
istration, was announced on January 27, 1953. The Secretary of the
Treasury announced the offering on February. 2 of .the one-year
21 percent certificates of indebtedness, Series A-1954, and the five-
year, ten-month 2% percent T[easury bonds of 1958 for the exchange
of $8,868 millien outstanding 1% percent certificates of Series A-1953,
maturing February 15, 1953. A total of $8,734 million of the matur-
ing certificates were exchanged, $8,114 million for the new certificates
and $620 million for the new bonds, leaving $134 million to be paid
in cash.

. On April 8, 1953, the Secretary of the Treasury announced an
offering on April 13 for cash subscription of $1.0 billion or there-
abouts of 25-30-year 3% percent Treasury bonds. -This bond offer-
ing -was made available also for exchange of’Series F and G savings
bonds maturing from May 1 through December 1953. Holders of
these savings bonds were given the privilege during the period before
May 1 of exchanging them for the new marketable bond at par, with
interest adjustments to May 1. The new bond was the longest issue
of the Treasury since October 1941.

Cash subscriptions received for the new bonds aggregated about
$5,250 million, and a total of $1,188 million of the new bonds were
allotted, including $118 million allotted to Government investment
accounts. Cash subscriptions from commercial:-banks for their own
account were restricted in each case to an amount not exceeding 5
percent of their time deposits as of December 31, 1952. Subscriptions
could be paid for by credit in Treasury tax and loan accounts. Pay-
ments at par and accrued interest from May 1, 1953, could be deferred
over a period of three months but had to be completed not later than
July 31. Subscriptions in amounts up to and including $5,000 were
allotted in full; all other subscriptions were allotted 20 percent,
adjusted to the next higher $500, but not less than $5,000 on any one
subscription. Holders of Series F and G bonds maturing May
through: December 1953 who elected to take.adwantage of the ex-
change offering were allotted $417 million of the nhew bonds.
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The final financing operation of the year was announced by the:
Secretary of the Treasury on May 18, 1953, to take place on May 20.
A one-year 2% percent certificate of indebtedness, Series B-1954,
dated June 1, 1953, was offered in exchange to holders of the $4,963
million 1% percent certificates of indebtedness, Series B-1953, matur-
ing June 1, 1953, and the $725 million of 2 percent Treasury bonds of
1953-55, called for redemption on June 15, 1953. Exchanges were
made par for par for the maturing certificates and at par plus accrued
interest to June 15, 1953, on the new certificates in the case of the
called bonds. ‘A total of $4,858 million in new certificates was issued,
$4,410 million in exchange for maturing certificates and $448 million
for the called bonds.

Treasury 91-day bills.—Offerings of bills were made in each week
of the fiscal year; 44 of the year’s issues were for maturity in 91 days,
4 were for 90 days, and 4 were for 92 days. The new issues in the
first thrée quarters of the year refunded in approximately equivalent
amounts the maturing issues. During the last quarter, beginning on
April 23, when the maturity was less than $1.5 billion, in every week
but one the amount of the offering was increased to $1.5 billion. In
- the last quarter the issues exceeded the maturities by $1.7 billion.
The 13 issues outstanding at the close of the fiscal year 1953 totaled
$18,906 million, compared with $17,219 million last year.

The rates of discount on new issues had an appreciable upward
trend during the year, with generally higher rates during each suc-
ceeding quarter of the year, ranging from a low of 1.635 percent per
annum in the first quarter to a high of 2.416 percent per annum in the
last quarter. The average rates on weekly bill offerings during the
year are shown in exhibit 12.

Noncompetitive bids of $200,000 or less from any one bidder were
accepted in full at the average price of accepted competitive bids.
These bids averaged a total of $224 million a week and in the aggre-
gate represented 16.5 percent of all the bids accepted. .

Treasury bills, Tax Anticipation Series.—The fiscal technique of
issuing these bills, employed by the Treasury periodically since
October 1951, was continued during 1953. As before, the bills were
offered to meet anticipated cash requirements, to increase the volume
of receipts when tax collections were seasonally low, and to provide
corporations with a medium for investing their funds accumulated for
paying income taxes. Like 91-day bills, these bills are issued on a.
discount basis.

There were three issues of tax anticipation bills, tota,hng $5 3
bﬂhon in fiscal 1953, compared with two issues, totahng $2.5 bllllOD_
in 1952 The 1953 issues were as follows
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. ' B : Amount of ‘

Average

; Davs to | tenders ac-
Issue date Maturity date . . maturlty ‘cepted (Th dl;:gg L?rflt

: . ... | Dbillions)
Oct 81052 oo e Mar. 18, 1053 oo oo e Ter | s2s | 179
Nov. 21 1952 e e June 19, 1953, e e et 210 2.0 1.846
June 3, 1953 ........................ Sept 18, 1953. e aeceen 107 .8‘ . 2,383

The October issue was acceptable at face value in payment of
income and. profits taxes due March 15, 1953 the November issue was
acceptable-in payment of such taxes due June 15, 1953; and the June

_issue was acceptable in payment for such taxes due September 15,
1953. To the extent the bills were not presented in payment of
taxes, they were redeemed for cash on their maturity dates.

Like the bills offered in fiscal 1952, each offering was for cash with
payment on the date of issue, except that any qualified depositary
could make payment for the bills by credit in its Treasury tax and
loan account up to any amount for which it was qualified in excess of
existing deposits.

Addltlonal mformatlon on these issues is contained in exhibits 10
through 12.

Nonmarketable issues

Nonmarketable public issues of securities during the fiscal .year
1953 totaled $10.4 billion and redemptions, $13.1" billion. The de-
crease of $2.6 billion in the nonmarketable interest-bearing securities
outstandlng was due mainly to the decrease of $2.2 billion in Treasury
savings notes, but also to the decrease of $0.8 billion in Treasury
bonds, investment series, which were exchanged for the marketable
5-year 1% percent Treasury notes.. The table following shows the

-changes in the amounts of the nonmarketable interest-bearing classes
of securities outstanding at the end of 1952 and 1953.

Increase, or
. . June 30, 1952 | June 30, 1953 TN

Class of security ’ i decrease ()

In billions of dollars - :

United States savings bonds . . " :

Series B oo et ee - 34.9 35.7 0.8
Series F and Gl oo ccoa e eeameae 22.7 21.2 —1.5
Series Ho oo oo e e *) .4 .4
SeriesJ and K. oo 1 .6 ]
" Subtotal, savings bonds. ...t oeeee e 57.7 57.9 .2
"Treasury.savings notes......_.__.._._ 6.6 4.5 —2.2
Treasury bonds, investment series- 14.0, 13.3 —-.8
Depositary bonds.....— oo .4 .4 1
Total interest-bearing nonmarketable issues........ e 8.7 76.1 ~2.6

*Less than $50 million.

United States savings bonds.—Receipts from sales of savings bonds
of all series during the fiscal year 1953 were $4.6 billion (compared
with $3.9 billion for 1952) and accrued discount charged to the interest
account and credited to the savings bond principal account amounted
to $1.2 bﬂhon making a total of $5. 8 bllhon
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Disbursements on. account of savings bonds redeemed, including
matured bonds, amounted to $5.6 billion compared with $5.1 billion
last year. The total redemptions of $5.6 billion included $0.4 billion
of maturing Serids F-1941 ard«Series G-1941 bonds ~whicli * were
exchanged for the 3% percent Treasury bonds of 1978-83 offered to

E AND H BONDS, FISCAL YEARS 1950-53

$Bil. $Bil. -
Amounts Ouistanding (June 30) Sales-and Accruals

38+ 6

52
' n y V77

o LA N M i
1950 © 5l 52 b3
4 poesenny 40
/27207
BT
(2200
s /4 7rs7) v’y
Y W A IR vy
2% W 22 e Y
2 W 2 I A
o] B b
2 22707 /43/ 22277
A 9.9 . et
3 Ao ‘337
307 koo B33
A L) kO
AT W A I P
i b kol A
el bl Bl
o) Yoo kel 4l fured
o (20027 ,
1950  5I 52 53 ’
. CHART 5

Note.—Figures are rounded and do not necessarily add to totals.
1 Less than $50 millions,

holders of the savings bonds of these series matuung from May
through December 1953.

Since 1935, when savings bonds were first sold, the amount of all
series of savings bonds issued, including accrued discount, has totaled
$110.9 billion, while redemptions, including matured bonds, have
totaled $52.9 billion. On June 30, 1953, the redemption value of the
savings bonds outstanding was $58.0 billion, over 52 percent of the -
amount issued. The sales and redemptions of savings bonds and
the .amounts outstanding for, the years ended June 30, 1950-53, are
shown in chart 5.

Sales of Series B and H bonds together totaled $4.1 bllllOIl in 1953,
issue price, an increase of $0.8 billion over sales in 1952. Series E
and H sales were 89 percent of all savings bonds sold in 1953. Re-
demptions of Series E and H bonds amounted to $4.0 billion in 1953,
an amount practically the same as that in 1952. The amount out-
standing on June 30, 1953, was $36.0 billion, an increase of $1.1
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billion during the year. Owners of approximately 75 percent of the
amount of Series E bonds thus far matured have continued to hold.
their matured bonds under the optional extension plan.. This per-
céntage of the matured E bonds retained: has ‘held: almost steadily
for the past two years. The volume of E bonds which has matured
has increased from $1.1 bllhon during 1951 to about $7.4 billion at.
the end of June 1953. .

Sales of Series J and K bonds combined (which replaced the Series.
F and G bonds beginning May 1, 1952) totaled $501 million, issue
price, in 1953 compared with sales of Series F, G, J, and K bonds.
combined in 1952 totaling $629 million. Redemptions of Series F, G,
J, and K bonds during the year totaled $1;552 million compared with
$1,012 million the previous year. The total of $1,552 million redeemed
in 1953 included $417 million in F and G bonds exchanged for market-
able bonds.

The redemptlons of savings bonds as a percentage of the total sold
by vearly series, are summarized in the following table.

Percent of Series E, F, and G savings bonds sold in each year redeemed through each
. yearly period thereafter !

[On basis of Public Debt accounts, see p. 323]

RedeemeA by end of-—

Series and calendar year
in which issued 1 2 3 4 5 6 7 1.8 9 10 | 11 12
Vear | years | years|years| years| years|years|years|years|yearsyears| years.

Series E 2

F-1941and G-1941_...___.
F-1942 and G-1942.___._..
F-1943 and G-1943. ... ...
F-1944 and G-1944. .
“F-1945.and, G-1945__
F-1946 and G-1945. .
F-1947 and G—1947 .........

F-1051 and G-1951_.. ...
F-1952 and G-1952__._____

O QT W0 DO O CO B DD B bt

NoTE.—The percéntages shown in this table are the proportions of the value of the bonds sold in any"
ealendar year which are redeemed before July 1 of the next calendar year, and before July 1 of succecding:
calendar years. Both sales and redemptions are taken at maturity valuve.

1 Percentages by denominations may be found in table 36.
2 SBimilar detail for Series A through E savings bonds may be found in the 31952 annual report, p. 77.
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Detailed information on savings bonds from March 1935, when this

security was first offered, through June 30, 1953 is given in tables 31
through 36..

Treasury savings notes.—Sales .of Treasury savings notes amounted
to $4.2 billion (face amount) in 1953 compared with $5.0 billion in the
year before. Redemptions in 1953 totaled $6.4. billion, of which $2.1
billion was applied to payment of taxes and $4.3 billion redeemed for
cash.: Unmatured savings notes outstanding on June 30, 1903 totaled
$4.5 billion compared with $6.6 billion a year earlier.

On May 11, 1953, announcement was made by the Secretary of the
Treasury of a new series of Treasury savings notes, designated Series B,
which became available for purchase on May 15, 1953. Interest rates
on the new notes range from 2.16 percent per annum for the first six
months to 2.47 percent per annum if held to maturity in two years, as
compared with the rates on the old notes ranging from 1.44 percent for
the first six months to 1.88 percent if held to maturity in three years.
The new notes, supplanted the Seriés A notes which were on sale from
May 15, 1951, through May 14, 1953, and are similar to the A notes in
all respects except as to interest and maturity. A table showing the
tax-payment or redemption values and investment yields is contained
in the official circular which gives the terms of the offering in full.
(See exhibit 17.)

‘Special short-term certificates of indebtedness.—Thirteen issues :of
special short-term certificates of indebtedness were sold directly to the
Federal Reserve Banks during the year to cover overdrafts on Treasury
balances at the Banks in anticipation of the receipt of quarterly pay-
ments of income taxes.. The sales of these certificates, aggregating
nearly $2.6 billion were made in September 1952 and March and June
1953, and prompt redemption was made, varying from four to twelve
days from issue date, with redemption in full ondJune 19, 1953. Interest
was paid on the certificates at the rate of ¥ percent per annum.

Special issues to Govermment tnvestment accounts.—Outstanding
interest-bearing securities issued by the Treasury for the investment
of trust and other funds deposited in the Treasury increased $2.8
billion during the year. The most significant increases were credited
to the civil service retirement fund, the Federal old-age and survivors
insurance fund, and the unemployment trust fund. (See table 26.)

Interest on the public debt.—Interest paid on the debt during the year
amounted to $6,508 million compared with $5,859 million in 1952, and
with $5,613 million in 1951, daily Treasury statement basis. The
increase reflects both a rise in the total debt and in the average rate of
interest on the debt.

"The computed average annual interest rate on the interest-bearing
public issues of the debt was 2.381 percent per annum on June 30, 1953,
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compared with 2.270 percent per annum the previous year; the average
rate for the total interest-bearing debt, which includes the special
issues, was 2.438 percent per annum compared with 2.329 percent per
annumm on June 30, 1952. Exchanges of matured or called securities
for new issues bearing higher rates of interest, as well as higher rates
on new issues sold for cash, were largely responsible for these higher
average rates. '

Sinking fund. —Credits accruing to the cumulative sinking fund in
1953 amounted to $620 million which, added to the unexpended
balance of $8,438 million brought forward from the previous year,
made available $9,057 million.” This unexpended balance was carried
forward to the fiscal year 1954. Tables 29 and 30 show the trans-
actions on account of this fund since July 1, 1920.

Statutory limitation.—Section 21, Second Liberty Bond Act, as
amended (31 U. S. C. 757b), limits the face amount of obligations
issued under authority of that act, and the face amount of obligations
of Government corporations guaranteed ds to principal and interest
by the United States (except such obligations held by the Treasury),
to $275 billion outstanding at any one time. For this purpose the
current redemption value of any obligation issued on a discount basis
which is redeemable prior to.maturity at the option of the holder
shall be considered as its face value. As of June 30, 1953, the unused
borrowing authorization was $9.5 billion. An analysis of obligations
outstanding on June 30, 1953, as affected by the debt limitation is
shown in table 11, and for earlier years in table 12.

OWNERSHIP OF FEDERAL SECURITIES

Owners of United States Government securities may be classified
into three main groups. The first group, generally designated as
“private nonbank investors,” consists of all owners of Government
securities outside the commercial banking system, with the exception
of United States Government investment accounts. The second
broad category of owners consists of the commercial banks and the
Federal Reserve Banks, which may be grouped together as the “‘com-
mercial banking system.” Finally, there are the Government’s own
investment accounts—social security funds, retirement funds, etc.—
which have constituted an important segment of demand for Govern-
ment obligations during recent years. Chart 6 shows the major
categories of owners of the Federal debt.

Private nonbank investors include individuals, financial institutions
other than commercial banks, corporations, pension and trust funds
other than those of the Federal Government, State and local govern-
ment accounts, foreign balances, etc. This is by far the most numer-
ous and diversified group of holders of Federal Government securities.
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— OWNERSHIP OF THE DEBT, JUNE 30,1953
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It is also the most significant, since one of the important principles of
sound debt management is to encourage the widest possible ownership
of the Federal debt outside the banking system. :

During the fiscal year 1953, private nonbank owners of Federal
securities increased their holdings by $4.2 billion. Ownership of the
debt on the part of this group at the end of the year amounted to $135
billion, an amount which represented over one-half of the total debt
outstanding on June 30, 1953. '

This increase was particularly significant since it followed declines
in the holdings of the vrivate nonbank group during each of the two
previous fiscal years. The increase resulted mainly from demand for
‘Government securities by individuals and various short-term investors,
notably State and local operating funds and balances owned by
foreigners. There was little net change in the holdings of financial
institutions other than banks; a development which contrasted, how-
ever, with the liquidation of Federal securities by this group during
recent prior years. : ' :

Holdings of Federal debt by the banking svstem, that is, com-
mercial banks and the Federal Reserve Banks, dropped by $0.5
billion during the year; for commercial banks alone the decline was
$2.3 billion.
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The following table presents figures on bank and nonbank owner-
ship together with pertinent detail on the holdings ot Federal securities
by the various investor classes.

Ownership of Federal securities, by investor classes, for selected dates, 1941-53 1

Change
June 30, { Feb. 28, | June 30, | June 30, during
1941 1946 2 1952 1953 fiscal year
. 1953
Amounts in billions-of dollars
Estimated ownership by: -
Private nonbank investors:
Individuals 3..._._ e, e 11 2 64.1 63.9 65.6 +1.7
Insurance companies. .. ..___. 7.1 24. 4 15.7 15.9 +.2
Mutual savings banks._ 3.4 11.1 9.6 9.5 *)
Corpovations4.____._.___. 2.0 13.9 19.7 19.2 —.5
State and local governmen N 8.7 10. 4 12.0 +1.7
Miscellaneous investors s __ 7 R.9 11.6 12.8 +1.2
] Total private nonbank investors. - 25.6 135.1 130. 8 135.0 +42
]}; ed(}e:al Government investment accounts...__. R5 2.0 4.3 47.6 +3.2
anks:
Commereial banks_ .. ... .. ..o .. 19.7 93.8 61.1 58.8 -2.3
Federal Reserve Bauks._ . _............._. 2.2 22:9 22.9 24.7 +1.8
Total banks.. ... ... i ... 21.8 116.7 84.0 83.8 -.5
Total gross debt cutstanding Ceeee 55.3 279.8 259.2 26.1 | +7.0
Percent of total
‘Percent owned by:
Private nonbank investors:
Individuals_. ... . ... lio.. 20 23 25 25 | e ne
Other. ..o .. e | 25 2% D26 ] e
Total i 46 48 51 [:] 0 (R
Federal Government investment accounts..._. 15 10 17 -
BANKS - oo e e e e e ee 39 12 32
Total gross debt outstanding. ....._.___...__ 100 100 100 060 |

*Less than $50 million.
; (grols(s ]?labl,i)% debt and guaranteed obligations of the Federal Goveratent held outside the Treasury.
eak of debt.

3 Includes partnerships and personal trust accounts. Nenprofit institutions and corporate pension trust
funds are included under ‘‘Miscellaneous investors.” .

4 Exclusive of banks and insurance companies.

¢ Includes savings and loan associations, nonprofit institutions, corporate pension trust funds, dealers and
brokers, and investments of foreign balances and international accounts in this country.

" Individuals (including partnerships and personal trust accounts)
continued to constitute the largest single investor group in Federal
debt ownership. . During the fiscal year. 1953, individuals’ holdings
of Federal securities increased by approximately $1.7 billion, the
largest fiscal year increase since 1947. In contrast, individuals’
holdings fell off by $0.8 billion in 1952 and by $2.3 billion in 1951.
Series E and H savings bonds held by individuals increased by $1.1
billion during the year. This increase was more than enough to
offset a decrease in the other series, and at the end of the year indi-
viduals’ holdings of all savings bonds were up by $0.3 billion. The
major demand for Federal securities by individuals was in marketable
securities, which increased by $1.4 billion; and all of this demand was
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in the last half of the fiscal year as evidenced by the January—June
increase of $1.5 billion. ~ Individuals’ holdings of Federal secutities
amounted to $65.6 billion on June 30, 1953, the largest amount since
1950, and well above the peak of their holdings during World War IT
financing. -

Holdings of Federal securities by insurance companies on June 30,
1953, amounted to $15.9 billion, an increase of about $0.2 billion and
the first such increase since 1946. Nearly two-thirds of the total was
held by life insurance companies, with investments predominately in
long-term securities. Life insurance companies continued to reduce
their holdings during 1953, following the trend which began 7 years
ago as new investment opportunities appeared in the form of an
increased supply of mortgages and corporate securities. In the fiscal
year 1953, however, they reduced their holdings by less than one-half
billion dollars, indicating that a point of balance is being reached
between the volume of new savings flowing into life insurance and
private investment opportunities. The Federal security portfolios of
fire, marine, and casualty insurance companies increased by one-half
bllhon dollars in 1953, the largest increase for these 1nvestors in
several years.

Mutual savings bank holdings of Federal securities on June 30,
1953, totaled $9.5 billion. These holdings were primarily in long-
term bonds. Like the life insurance companies, mutual savings banks
also have been engaged actively in increasing their mortgage and
corporate security portfolios since the end of World War II, although
the activity has been on a smaller scale. Again, like the life insurance
companies, their expansion of mortgages and corporate security
holdings during 1953 was accomplished with less liquidation of Federal
securities than had been true during earlier years. Mutual savings
bank holdings declined by less than $50 million in 1953, as compared
with a decline of $0.7 billion in the preceding year.

.The long-term upward trend in holdings of Federal securities by
corporations other than banks and insurance companies appears to be
leveling off, and there was a decline of about one-half billion dollars in
their holdings of Federal securities during the fiscal year 1953. The
Revenue Act of 1950 has the effect of increasing the proportion of
corporate income (and excess profits) taxes to be paid during the first
half of each calendar year. The increasing burden of corporate tax
payments in March and June in comparison with the rest of the year
has a direct effect on the corporations’ Government security port-
folios, which are tending more and more to be drawn down during
these months and then built up again during the period from July
through February. Corporation holdings of Federal securities
amounted to $19.2 billion on June 30, 1953, about $2.6 billion below
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the seasonal peak reached in February 1953, which was, incidentally,
only $1 billion short of the alltime peak: for corporation holdings of
Government securities reached in 1945.

Miscellaneous investors held approximately $12.8 billion of Federal
securities on June 30, 1953. Private pension trusts accounted for
about $23 billion of the total, showing some increase during the year.
Almost all of the increase of over one billion dollars in the holdings of
miscellaneous investors during the year. came about as a result of
expanded investment  of foreign balances in the United States in
Federal securities. These investment balances, together with secu-
rities held by various international organizations, made up.about $5%
billion of the miscellaneous investors’ total on June 30, 1953. The
remaining investor classes in the miscellaneous category included
savings and loan associations, nonprofit- institutions, dealers and
brokers, and certain smaller mstltumonal groups.

Holdings of Federal securities by State and local governments
on June 30, 1953, amounted to $12.0 billion. The growth of over
$1% billion -during the year was the largest annual increase
since World War II when the postponement of capital outlays effected
an expansion of reserve funds. About one-third of their Federal
security holdings are in State and local pension reserves and the
remainder in sinking funds, operating funds, and various special funds.

Government investment accounts increased their holdings of Gov-
ernment securities by $3.2 billion during the fiscal year 1953, con-
tinuing their net growth which has characterized each year during
the last two decades with the exception of 1950. On June 30, 1953,
Government investment accounts held $47.6 billion of Federal
securities or one-sixth of the entire debt. Of this total, $40.5 billion,
or approximately 85 percent, was in the form of special issues, that is,
securities placed only with these accounts. Details of the ownership
of securities by these Government investment accounts, mostly
social security, veterans’ life insurance, and Government employees
retirement furds, are shown in table 45.

- Commercial banks held $58.8 billion of Federal securities at the end
of the fiscal year 1953, a decline of $2.3 billion from June 30, 1952.
Over half of this total was invested in bank eligible bonds, nearly
three-fourths of them' reaching final maturity W‘ithin’ﬁve years (to
first ‘call for the partially tax-exempt issues). “Commercial banks
also held about $21% billion in-bills, certificates, and notes. - tow

An. analysis of the estimated changes in bank versus: nonbank
ownership of Federal securities during the fiscal year 1953 is shown
by type of issue in the following table.
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Estimated changes.in ownership of Federal securities by type of issue, fiscal year 1953 ¢

[In billions of dollars]

Change accounted for by—
Total ) | Govern- Banks
changes | Private ment :
nonbank | invest-
investors| ment Total Commer-| Federal
accounts ’ cial Reserve
Marketable securities:
Treasury bills. . __.__._..... 2.5 2.6 0.1 —0.1 —1.2 1.1
Certificates of i -12.6 —-3.0 *) -9.5 -2.7 —6.8
Treasury notes. 11.5 3.1 (*) 8.3 .1 8.2
Preasury bonds.. ceoeommmemaaaa. 5.6 3.6 .4 1.6 1.5 .1
Total marketable. .................. 6.9 6.2 .4 .3 —-2.3 26
Nonmarketable securities, etc.:

United States savings bonds..___.____ .2 .2 E*) * [ ) TR P,
Treasury savingsnotes. - _____________ —2.2 -2.1 *) -1 B N PO

Special issues to Government invest- ) )
ment 8cCOuNtS. - oenmmeeeaean 2.8 |ocieiacnne 2% 2 TSN PR S,
Treasury bonds, investment series... . —.8 *) * 70 ® -7
[T ™ =1 | .1 I O D,
Total nonmarketable, etc. *) -~2.0 2.8 1. -7 ™ -7
Total change. - - oo ooooeoeoceeeons 7.0 | 4.2 3.2 —.5 —2.3 1.8

*Less than $50 million, '
1 Gross public debt, and guaranteed obligations of the Federal Government held outside the Treasury,

As discussed in the preceding section on public debt operations,
marketable securities as a whole increased by $6.9 billion during the
year. Virtually all of the $2% billion increase in Treasury bills during
‘the year was taken by private nonbank investors. The liquidation of
bills by commercial banks was just about equal to the net purchases
' by the Federal Reserve Banks. Private-nonbank investors as-a.whole
increased their holdings of marketable bonds by approximately $3%
billion during the year. This was the first increase in their holdings
of marketable bonds since 1946. Nearly three-fourths of the increase
reflected their acquisition of new issues of marketable bonds and the
remainder represented net market purchases of $1 billion of older.issues
from the commercial banks. The movement in the major investor
classes from certificatesintonotes during the year largely reflected there-
funding into a note of the certificate that matured on. October 1, 1952.
. Private nonbank investors, principally corporations, redeemed -ap-
proximately $2.1 billion of savings notes (net) during the year. Mean-
while Federal Reserve Banks exchanged $0.7 billion of their holdings
of investment bonds for five-year Treasury notes during the same
- period. The major changes in.savings bonds are described in the.
preceding discussion of individuals’ holdings of Federal securities.
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CORPORATIONS AND CERTAIN OTHER BUSINESS-TYPE ACTIVITIES
- OF THE GOVERNMENT

‘Government corporations and similar type activities finance their
lending operations either by borrowing from the Treasury or in the
market through issuance of securities as specified by law. When they
borrow from the Treasury, these agencies issue their securities to the
Treasury, which raises the required funds through public debt opera-
tions. The Secretary of the Treasury is authorized not only to pur-
chase obligations of many of the agencies, but also, subject to executive
and congressional specifications, to fix the terms and conditions of
such obligations. Other agencies, by statutory requirement or custom,
consult with the Secretary of the Treasury in advance regarding the
terms and conditions of their issues.

In addition, under the Government Corporatlon Control Act (31
U. 8. C. 867, 868), most agencies must obtain the prior approval of
the Secretary of the Treasury for sale or purchase of United States
securities and guaranteed-securities in the market in:amounts which
total more than $100,000 at any one time. Others must consult with
the Secretary of the Treasury before making such transactions.
Under the same law, most Government corporations are required to
keep their checking accounts with the Treasurer of the United States,
although, with the approval of the Secretary of the Treasury, such
accounts may be kept with Federal Reserve Banks, or with private
banks designated as depositaries or fiscal agencies of the United
States.

In 1953, in order to supply the funds required by the Government
agencies ‘authorized to borrow from the Treasury for their opera-
tions, the Treasury made cash advances of $9.1 billion. Repayments
and 1efund1ng of $6.2 billion, with cancellations of indebtedness, as
authorized by law, amounting to $0.3 billion, resulted in net advances
by the Treasury of $2.6 billion during the year. The Treasury held
$12.2 billion of bonds and notes issued by Government corporations
and certain business-type activities as of June 30, 1953.

Capital

Total net investment of the United States in Government corpora-
tions and business-type enterprises at the end of fiscal 1953 amounted
to $34.3 billion, consisting of paid-in capital and expended appropria-
-tions, compared with $26.5 'bil'liOn' a year earlier.

*Assets and liabilities : :

‘Assets of the corporations and activities at the year-end totaled
$51.3 billion, of which $32.2 billion was in net loans receivable, $2.2
billion (net) in commodities, supplies, and materials, and $7.9 billion
(net) in land, structures, and equipment. Liabilities of the agencies
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amounted to $18:3  billion. Bonds, debentures, and notes payable
totaled $15.7 billion, of which the Treasury held $12.1 billion. The
amount and type of assets, liabilities, and Government capital of the
- various corporations and activities are shown on their balance sheets.
The capital is segregated to show that which is-owned by -the United
States Government and that which is privately owned; and an.anal-
ysis of the investment of the United States is included. The balance
sheets as of June 30, 1953, will be found in table 72 of this report.
A comparative statement of the combined net investment of the
United States in Government corporations and certain business-type
activities as of June 30, 1944-53, is shown in table 71. The income;
expense, and changes in unreserved surplus or -deficit- for the fiscal
year 1953 appear in table 73. A statement pertaining to the source
and application of funds of the Government corporations and certain
busmess—type activities during the fiscal year 1953 is shown in table 74,

» Advances by the Treasury

Total advances by the Treasury during the year amounted to $9.3
billion.! The cash advances of $9.1 billion represented an increase of
$3.9 billion during the year. Increasesin advances to the Commodity
Credit Corporation amounted to $3.2 billion and the aggregate of the
several housing programs to $1.2 billion. All others which received
cash advances, except one relatively small in amount, together de-
creased by more than $0.5 billion. The largest single decrease, which
was $342 million, occurred in advances to the Export-Import Bank.

Repayments and refunding, totaling $6.5 ! billion in 1953, were $2.3
billion more than in 1952. - In 1953, as in the Treasury advances,
the largest amounts came from the Commodity Credit Corporation
and the next largest from the housing programs. Table 70 gives
details by agency on advances and repayments, and Treasury holdings
of obligations.
Interest on borrowmgs by agencies )

In determining the interest rates on borrowings by corporations
and activities, the Secretary of the Treasury, as directed by several
laws enacted since January 1947, takes into consideration the average
rate on outstanding marketable obligations of the United States.
During 1953, the Treasury continued to review and adjust the rates
to-keep them in line with the interest cost to the Treasury. on its
borrowings. Rates of interest charges are stated in terms of multi-
ples of one-eighth of one percent. As interest rates increased gen-
erally, the Secretary of the Treasury, keeping in.view the several
directives of Congress, fixed somewhat higher rates on borrowings
by the agencies during the second half of the fiscal year. Thus on

;I{ncludmg a noncash exchange of notes of the Public Housing Admijnistration in the .amount of $273
million.
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June 30, 1953, a few corporations were charged an interest, rate of-
2} percent, which approximated the current rate of interest paid
by the Treasury on one-year borrowings. This exceeded the com-
puted average rate of 2.207 percent on marketable obligations out-
standing as of that date. : i
Repayments on capital stock ;

Two Government agencies made cash repayments on capltal stock
holdings -during 1953 which amounted to $7,804,000. This compared
with repayments in 1952 of $24,716,000. Of the 1953 repayments,
the Federal Savings and Loan Insurance Corporation deposited
$7,529,000 into miscellaneous receipts of the Treasuryv i~the
Department of Agriculture, for the productlon credit corpo.‘ ions,
deposited $275,000 into & revolving fund maintained in-the:; reasury
Table 77 includes details on repayments of capltal funds
Other payments to the Treasury

Interest, dividends, and like payments recelved by the Treasury
durmg the year from Government corporations and other enter-
prises in which the Government has a financial interest amounted to -
$295.9 million. The agencies made similar payments in 1952 in the
amount of $230.0 million. Table 78 shows detailed 1nformat10n on
such payments to the Treasury in 1953..
Borrowing authority and obligations outstanding

The net-increase during the fiscal year 1953 in the corporations
and activities’ obligations outstanding was $2,848 million. The
amount outstanding on June 30, 1953, was $15;736 million, of which
the Treasury held $12,100 million. Table 67 shows the maximum
borrowing -authority of the Government corporations and business-
type activities and the amounts of outstanding borrowings by these
agencies as of June 30, 1953. Unused borrowing power of the cor-
porations and activities as of June 30, 1953, as authorized by various
statutes, was $17,467 million. Th1s was $1, 320 mllhon less: than a
year earher ‘

+The borrowing power of agencies authorlzed to borrow from the
Secretary of the Treasury was increased by $1,240. million, net, dur-
ing. 1953, - For agencies-authorized to borrow from the Secretary of
the Treasury, all the increases in borrowing power, except one . of
$57 million for the Rural Electrification Administration, were in
connection with the housing programs, which totaled $1,282. million.
The borrowing power of all others. m this group. was- decreased by
$99 million.

In a different category are agencies authorized to issue obhgatlons
only in4payment of defaulted and foreclosed insured mortgages.
Whilé any such obligations issued are guaranteed by the Secretary of
the. Treasury, 'the authorlzatlons represent the maximum limit of

273013—64—5
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authority to insure mortgages. In 1953 the authority of the Federal
Housing Administration to insure loans and mortgages was increased
by $1,000 million, in accordance with new legislation and allocations’
by the President during the year under the National Housing Act,
as amended (12 U. 8. C. 1701-1750g). The changes are itemized

as follows:
Title Authorization ggc‘;;‘:s”:r(f’_g
N atronal Housing Act as ameuded In millions
Title I, Section 2 Public Law 5, 83d Cong., ap- $500
TInsurance of loans made to finance alteration proved March 10,.1953.
repair, and improvement of existing struc-
tures, and loans for construction of new .
nonresidential structures. :
Title II: Section 217 of the National Hous- 1,900
Insurance of mortgages on 1- to 4-family strue- ing Act as amended, and letters
tures, and multifamily -housing projects. of the President dated Aug. 20,
Mortgages may cover new and existing prop- 1952, and June 16, 1953.
erties, both for rent and for sale, including
nonprofit cooperative housing. : .
Title VI: Section 217 of the National Hous- —690
Insurance of short-term loans for manufacture ing Act as amended, and letters
and purchase of prefabricated houses, insur- of the President dated Aug. 20,
ance of loans to purchase ‘certain Govern- 1952, and June 16, 1953.
ment-owned housing, insurance of loans to
finance construction, by modern site-fab-
rication methods, of groups of 25 or more
single-family dwellings, and insurance of
loans to finance purchase of these dwellings.
Title VII: Section 217 of the National Hous- —900
Insurance of yields on equity investment in ing Act as amended, and letter
rental projects. Title provides for insur- of the President dated Aug. 20,‘.
ance of an annual return of 234 percent and 1952. g
a minimum annual amortization of 2 per-
cent on equity investments in rental hous-
Title IX Section 217 of theé National Hous- 190
Insurance of national defense housmg mort- ing Act.as amended, and letters
gages. Housing must be within limits of of the President dated Aug. 20,
housing needs in defense areas designated 1952 and June 16, 1853,
by the President. Mortgages are required '
to be acceptable risks in view of needs for
national defense.
1,000

The act approved July 14, 1952 (66 Stat. 601), increased the
insurance limitation of Section 217 to $1,900 million, and provided
that the President may apply the ‘additional $400 million only to
mortgages for military, defense, or disaster housing not insured or
committed for insurance before June 30, 1952.  This act stipulated
that unused authorizations, except those under the Title I-Insurance
~ Fund, could be transferred between funds, provided that Title VI-
War Housmg Insurance Fund authorization was not increased. As
of June 30, 1952, there was an unallocated balance of $100 million
of the original authorization of $1,500 million. The net increase
during the fiscal year 1953 in mortgage insurance authority amounted
to $500 million and is included in the preceding table. Unused insur-
ance authorizations for all titles amounted:to $1,086 million at. the
end of the fiscal year 1953. Public Law 94, 83d Congress, approved
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June 30, 1953, authorized an increase of $1,500 million in the amount
of mortgages that could be insured pursuant to Section 217 of the
National Housing Act, as amended (12 U. S. C. 1715 h).

SECURITIES OWNED BY THE UNITED STATES GOVERNMENT

Securities owned by the United States Government on June 30,
1953, consisted principally of capital stock, bonds, and notes of Gov-
ernment corporations and business-type activities; securities evidenc-
ing loans to farmers, railroads, home owners, foreign governments,
and others; and notes showing United States subscriptions to ‘the
International Bank for Reconstruction and Development and to the
International Monetary Fund. The net face value of these securities
~ as of June 30, 1953, amounted to $22,478 million. A statement show-
ing the securities owned as of June 30, 1953, other than foreign gov-
ernment obligations of World War I and World War II, appears in
table 77 with an explanation of each increase or decrease during the

year.
Taxation Developments

The major tax activity of the Treasury since January 20, 1953,
has been a comprehensive review of the whole tax structure. This
review, which is being carried out in close cooperation with the
congressional tax staffs, was called for by the President in his first
State of the Union Message, on February 2, 1953, in which he said:
“We must develop a system of taxation which will imposé the least
possible obstacle to the dynamic growth of the country. This includes
particularly real opportunity for the growth of small businesses.
Many readjustments in existing taxes will be necessary to serve these
objectives and also to remove existing inequities. Clarification and
simplification in the tax laws as well as the regulations will be under-
taken.” '

On May 20, 1953, the President again referred to the long-term
objective of tax revision in a message to the Congress in which he
emphasized the importance of the removal of inequities, simplification;.
and a better balance in the tax structure.. The President asked the
Secretary of the Treasury to present recommendations to accomplish
these objectives by the end of the calendar year. (See exhibit 20.)

Following these Presidential directives, the Treasury, in coopera-
tion with the congressional tax staffs, has been studying a wide
variety of proposed tax revisions ranging from basic policy changes
to modifications of the language of the tax laws. (See exhibit 21.)
The public hearings of the House Committee on Ways and Means
which ran from June 16, 1953, to August 14, 1953, produced a large
number of suggested tax changes which are of material assistance in
the work on general tax revision. (See exhibit 22.)
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The President, in his message.of May 20, 1953, also recommended.
the postponement of certain scheduled tax reductions in order to.
avoid increasing the budgetary deficit. His recommendations in-
cluded the postponement from June 30, 1953, to December 31, 1953,

-of the expiration date of the excess profits tax as well as the rescission
of both the reductions in the regular corporate tax rate and in certain
excises scheduled for April 1, 1954.

The President supported the 10 percent reduction in individual
income taxes scheduled for January 1, 1954, indicating his belief that-
such reduction would be justified on the basis of anticipated budgetary
economies. He recommended also that the increase from 1% to 2 per-
cent in the old-age insurance payroll taxes scheduled for January 1,
1954, be postponed for a year.

Excess profits tax extension

The extension of the excess proﬁts tax for a 6-month period was
recommended by the President in spite of the fact that he believed
it to be ‘“an undesirable way of taxing corporate profits.”” In his mes-
sage of May 20 he stated:

“Though the name suggests that only excessive profits are taxed,
the tax actually penalizes thrift and efficiency and hampers business
expansion. Itsimpact is especially hard on successful small businesses
which must depend on retained earnings for growth. These dis-
advantages of the tax are now widely recognized. I would not
advocate its extension for more than a matter of months. However,
under existing circumstances the extension of the present law is
preferable to the increased deficit caused by its immediate expu'atlon
or to any short-term substitute tax.”

The House Committee on Ways and Means held public hearings on
the proposed 6-month extension of the excess profits tax early in
June 1953. Secretary of the Treasury Humphrey presented a state-
ment in support of extension on June 1, 1953, and Under Secretary
Folsom appeared before the Commlt’oee on June 5, 1953. (See‘
exhibits 23 and 24.)

Subsequently, H. R. 5898, providing for a 6-month extension of the
excess profits tax, was introduced on June 23, 1953. The bill was
reported by the Committée on Ways and Means on July 8, 1953,
and was passed by the House on July 10, 1953. The Senate Finance
Committee reported the bill without amendment on July 14, 1953:
Passage by the Senate followed on July 15, 1953. The President
signed the bill on July 16, 1953 (Public Law 125)..

Technical Changes Act of 1953 ‘
The Technical Changes Act of 1953 (H. R. 6426), introduced on
July 21, 1953, incorporated a number of technical amendments to
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the Internal Revenue Code. The- bill was reported by the House
Committee on Ways and Means on July 21, 1953; and passed the
House on July 22, 1953. It was reported with amendments by the
Senate Finance Committee on July 28, 1953, and passed the Senate
as amended on August 3, 1953. The House agreed to the Senate
version of the bill on the sameé day and the President signed it on
August 15, 1953. The principal provisions of the act (Public Law 287)
are as follows

Amortization deduction for grain storage facilities (Section 206).—
A new section 124B was added to the Internal Revenue Code to
permit taxpayers to deduct over a period of 60 months the costs of
construction or adaptation of grain storage facilities completed after
December 31, 1952, and on or before December 31, 1956. ‘

Earned income from sources without the United States (Section 204).—
Section 116 (a) (2) of the Internal Revenue Code which provides
that a citizen who during a period of 18 consecutive months spends
at least 510 full days in a foreign country or countries may exclude
from gross income without limitation the income he .earns abroad
during that period, was amended to provide a limitation of $20,000
for an entire taxable year. This amendment carried out the suggestion
made on April 13, 1953, by Secretary of the Treasury Humphrey to
the Chairman of the House Committee on Ways and Means that
corrective legislation be adopted to curtail abuses of this exemption.
(See exhibit 25.)

Extension of period of abatement of income taxes of members of Armed
Forces upon death (Section 104).—In the case of a member of the
Armed Forces who dies after June 24, 1950, and before January 1, 1954,
as a result of service in a combat zone, Section 154 of the Internal
Revenue Code provides that any unpaid income tax liability at date
of death shall be abated.. It further provides that any tax paid for
the taxable year in which he dies and for prior taxable years ending
after the first day he served in a combat zone after June 24, 1950,
shall be credited or refunded. The Technical Changes Act of 1953
extends these provisions to January 1, 1955. ’

Extension of period for exemption from additional estate tax of members
of the Armed Forces upon death (Section 106).—Section 106 extends to
January 1, 1955, the exemption from additional estate tax for members
of the Armed Forces dying as a result of service in a combat zone. '

Extension of temporary provisions relating to life insurance companies
(Section 106).—The temporary provisions for taxatiop of life insurance

companies which have been apphcable to 1951 and 1952 are extended
through 1953.

Other provisions.—Section 101 of the Technical Changes Act extends

through 1953 the privilege of election in connection with certain
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corporate liquidations which can be made without imposing a tax on
the stockholders. Section 102 extends through 1954 the privilege of
election with respect to property as to which excessive depreciation
has been allowed in past years. Section 103 extends through 1953 the .
privilege of election regarding the method of computing taxes arising
from recoveries of war loss properties. Section 201 amends the law
relating to collection of State cigarette taxes on interstate shipments
by changing the place where the offense occurs. Section 202 liberal-
izes the rules regarding deductions for interest and -expenses payable
to related taxpayers. Section 203 -grants a stepped-up basis on death
for property transferred in trust with the right reserved to change
beneficiaries.

Section 205 provides the same period for carryover of net operating
loss-deductions for taxpayers with fiscal years beginning in 1947 and
ending in 1948 and those whose first fiscal year began in 1949 and
ended in 1950 as is now allowed calendar year taxpayers. The section
also extends the carryover period for net operating losses of certain
successor railroad corporations.

Section 207 exempts from estate tax certain retamed life income
trusts created prior to 1931 by decedents dying prior to February 11,
1939, and similar trusts created by decedents dying after 1950. Thus,
the same treatment will be provided for decedents dying before 1939
and after 1950 as is now provided for decedents dying between 1939
and 1950.

Section 208 exempts from estate tax certain trusts created by the
decedent where the decedent was mentally incompetent to release a
retained power over the trust and thereby remove the trust from hig
gross estate.

Section 209 exempts from the estate tax the proceeds of life insur-
ance ‘as to which the decedent had a reversionary interest not in
excess of 5 percent of the value of the policy after January 10, 1941,
for decedents dying between January 10, 1941, and October 22, 1942,
where such insurance would not have been taxed had the decedent
died after October 21, 1942,

Section 210 extends the marital deduction to the estates of certain
decedents who died between January 1, 1948, and April 3, 1948, the
date of enactment of the Revenue Act of 1948, which established the
marital deduction. In these cases the deduction could not be claimed
because the power of appointment provided under the will did not
meet certain technical requirements and death occurred before the will
could be amended so as to conform with the new law.

Section 211 provides for additional circumstances under which the
bar of statute of limitations may be lifted to cover cases where deduc-
tions have:been claimed, in the wrong year or by.the.wrong taxpayer
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in a related group or where the Government has included an income
item in the wrong year or in the income of the wrong taxpayer in a
related group. .

Other revenue legislation considered ]

. Admissions tax on motion pictures.—H. 'R. 157, introduced on
-January 3, 1953, proposed that motion picture theater admissions be
exempted from the tax on admissions. The House Committee on
Ways and Means held hearings on this measure on April 20, 1953, at
which a large number of industry and congressional witnesses appeared
in support of its adoption.

The House passed H. R. 157 on July 20, 1953, and the Senate ap-
proved it on July 24, 1953. The Pres,1dent released a memorandum
on August 6, 1953, stating that he was withholding approval of H. R.
157 because the Government could not afford the loss of revenue
involved and because it would be unfair to single out one industry for
relief. (See exhibit 26.) However, the President indicated that he
would recommend.a reduction in the admissions tax in his proposals
for a modified system of excise taxation.

Extension of bonding period on distilled spirits—H. R. 1215,
providing for an extension from 8 years to 12 years of the tax-free
-bonding period on distilled spirits in storage on the date of enactment,
was introduced on January 7, 1953. The House Committee on Ways
and Means held public hearings on the bill on March 31, 1953, and
April 1, 1953. Under Secretary Folsom submitted a report on H. R,
1215 for the Treasury on March 31, 1953, indicating that the Depart-
ment took no position on the measure. (See exhlblt 27.)

"On June 5, 1953, the House Committee on Ways and Means re-
‘ported H. R. 5407, a redrafted version of H. R. 1215, introduced on
May 26, 1953.  H. R. 5407 was passed by the House on July 7, 1953,
and referred to the Senate Committee on Finance on July 8, 1953.
The committee did not report the bill during the first session. 4

A summary of other tax legislation enacted by the first session of the
83d Congress is contained in exhibit 28.

International Financial and Monetary Developments

There was- considerable progress toward international financial
stability in the twelve-month period ended June 30, 1953. Evidence
of this progress was the reduction of balance- of-payments deficits, the
relative stability of world prices, and the maintenance of hlgh levels
of production and trade. In most countries internal prices varied
only slightly in the course of the year, with some tendency toward
a small decline. With the exception of a few counfries in Latin
America -and Asia, the money supply in the form of note issues and
bank credits increased only moderately over the preceding year.
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-In many countries budgets came closer to balance, while credit and
monetary measures checked the expansion of bank loans. The total
of world trade declined somewhat from the preceding. twelve-month
period, when the volume and value of trade were still affected to a
large extent by speculation and the accumulation of inventories. The
_prices of many internationally traded commodities, such as wool,
cotton, copper, and tin, declined in the period. Asa result of various
factors in the world balance-of-payments situation a  number of
countries were able to increase their monetary reserves considerably.
United States balance of payments and gold movements

The total export of goods and services from the United States

amounted to $21.1 billion in the fiscal year, compared with $21.3 7
billion in the preceding year, while imports increased from $15.0
‘billion to $16.4 billion. These figures for gross exports of goods and
services, however, included military grant aid amounting to $4.2
-billion in the fiscal year 1953, compared with $1.8 billion in the pre-
ceding year. Thus, the United States current account surplus,
excluding military aid, was reduced to $0.5 billion, compared with a
surplus of $4.5 billion in the preceding year.

The reduction of the deficit of the rest of the world with the United
States is important evidence of progress toward international stability.
It is, of course, difficult to determine the extent to which the improved
situation can be expected to continue in the future. It resulted in
part from extraordinary expenditures of the United States abroad,
including offskiore procurement, troop pay, and other expenditures
related to defense. While sound fiscal and monetary policies abroad
played sn important part in reducing the balance-of-payments deficits
of foreign countries, the reduction also resulted in part from intensified
restrictions on trade and payments in some. important areas.

The United States Government extended gross economic aid, in-
cluding defense support assistance, relief grants, and loans under
various programs, in fiscal 1953 to the amount of $2.8 billien, a reduc-
tion of $400 million from the preceding year. These forms of aid
supplemented the military aid program ($4.2 billion), which was pre-
dominantly in the form of military end-items. Changes in private
investments, direct and portfolio, represented a net outflow of long-
term private capital of about $525 million. The outflow of capital in
direct investments was maintained, but was in part offset by repay-
ments of portfolio capital to investors. Travel expenditures added a
net of $315 million to the receipts of foreign countries. Offsetting
these and other United States payments abroad were receipts of about
$1.9 billion by private investors and the United States Government as
earnings on investments and interest ou loans previously made. The

r Revised.,
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.United States Government also received $530 million in repayments
of principal of loans, including loans of the Export-Import Bank and-
the loan under the Anglo-Amemcan Financial Agreement and related
transactions,
Payments abroad by the United States, the extension of loans and’
credits, and the geographic distribution of payments and receipts
resulted in a net transfer of $1.0 billion in.gold from the United States
to foreign accounts. Foreign short-term dollar balances also increased.
On June 30, 1953, the gold and short-term dollar holdings of foreign
countries amounted to $21.1 billion, an increase of $2.1 billion over
the preceding year. International organizations®increased their gold
and dollar holdings by $250 million to a total of $3.9 billion.
The gold holdings of foreign countries (exclusive of the U. S. S. R.)
. increased by about $1.1 billion to a total of $11.8 billion, and inter-
national organizations gained $135 million in gold. The estimated
increase in official foreign and international institutional gold holdings
was, therefore, not greatly in excess of net purchases from the United
States. Since new foreign gold production (excluding the Soviet bloc)
in this fiscal period is estimated at $785 million, it is apparent that the
greater part of newly mined foreign gold moved into industrial and
hoarding channels, although the amount was less than in the preceding
year. In the Umted States industrial use of gold exceeded annual
production. '

United States gold holdings at the end of the year were $22 5 billion,
compared with $23.5 billion in the preceding year. United States gold:
holdings were about 62 percent of the world total official holdmgs,
exclusive of the U. 8. S. R.

Consultatlons wnth foreign governments

Shortly after the new admmlstratlon took office in January 1953
various European countries and regional organizations proposed to
send -representatives to Washington for exploratery exchanges of
views on matters of mutual interest. Secretary of the Treasury
Humphrey, W. Randolph Burgess, Deputy to the Secretary, and
Andrew N. Overby, Assistant Secretary, discussed: financial
questions with these missions. There were generally parallel political.
discussions with the Department of State, and in some instances joint
meéetings.

A British delegation headed by the Forelgn Secretary and Chancellor
of the Exchequer visited Washington in March for discussions with the
Treasury and State Departments. This visit followed the Conference
of Commonwealth Prime Ministers held in London in December 1952

1International Monetary Fund, International Bank¥for Reconstruction and Development, Bank for’
[ntemational Settlements, and European Pnyments Umon.
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to devise means of improving the sterling area’s balance of payments
and of stabilizing its trade. The Conference looked to the progressive
removal of import restrictions imposed for balance-of-payments
reasons and looked toward the restoration of convertibility of sterling
as an integral part of a program for a multilateral system of trade and
payments. The Conference concluded that the achievement of these
ends would require concerted action by the countries of the sterling
area, the United States, and continental Europe.

At the Washington meeting the British representatives reported on
the work of the Commonwealth Conference. The discussions included
a review of the economic and financial situation of the United Kingdom
and of the United States. While it had been agreed in advance that
the conversations would be exploratory and tliat neither Government
would be committed to specific action, the communiqué issued at the
conclusion of the Anglo-American conversations (see exhibit 29) noted
that the Governments concurred that sound internal policies both on
the part of debtor and creditor nations were essential for the ultimate
achievement of freer trade and currencies and that both Governments
looked toward the eventual convertibility of sterling and other cur-
rencies and the relaxation of trade restrictions and discrimination.. It
was recognized that both debtor and creditor countries should follow
policies furthering' international investment and the development of
natural resources. It was further agreed that both Governments
should continue to give study to the questions raised and to the
ways and means of bringing about the desirable conditions. After the
‘discussions were concluded the President appointed Lewis W.
Douglas as Special Deputy to the Secretary of State to be in charge
of a review of the problems raised in the British discussions. Mr.
Douglas’ report to the President was published after-the close of the
fiscal year and was referred to the Commission on Foreign Econom1c
Policy.

In March a French delegation, including the Prime Minister and
the Ministers for Foreign Affairs, Finance, and for the Associated
States, came to Washington for.a series of conferences on the economic,
political, and military situgtions in France and Indo-China and for an
exchange of views on the broad problems confrontmg the Umted
States, France, and their allies.

Also in the month of March, the Belgian Foreign Minister and the
Governor of the National Bank of Belgium came to Washington.
Greek missions, including the Minister of Economic Coordination
and the Governor of the Bank of Greece, discussed Greek problems.

JIn April the Chancellor of the Federal Republic of Germany headed
a delegation of political, economic, and financial experts to discuss a.
wide range of problems affecting the United States and Germany,
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and in July the Finance Minister, and subsequently the Minister for
Economic Affairs, came to Washington for a further exchange of views
on financial problems. :

There were also important consultations with international organ-
izations representing the European states. The Secretary General
of the North Atlantic Treaty Organization visited Washington in
March for conversations with the President and the Cabinet members
normally attending meetings of the NATO Ministerial Council. In |
April Secretary Humphrey, accompanied by Assistant Secretary
Overby and other Treasury officers, attended the Tenth Meeting of
the Ministerial Council of NATO in Paris. Following the Council
meeting the Secretary of State, the Secretary of the Treasury, and
the Director of the Foreign Operations Administration met with
British and French representatives to carry forward discussions
- which had been initiated in the Washington meetings.

In April a delegation of the Organization for KEuropean Economic
Cooperation, headed by the Secretary General, also came to Wash-
ington to explore economic and financial trends in thé United States
and Europe. In June the President of the High Authority of the
European Coal and Steel Community headed a delegation which
came to Washington for conversations with the President, members
of the Cabinet, departmental officials, and Members of Congress
on matters relating to the implementation of the Schuman Plan.

In April the President announced that a mission, headed by Dr.
Milton S. Eisenhower, would visit Latin American countries to
convey the President’s greetings and good wishes to them and to
study and observe conditions there. Assistant Secretary of the
Treasury Overby was designated & member of this party along with
the Assistant Secretary of State for Inter-American Affairs and the
Assistant Secretary of Commerce for International Affairs. The
mission visited ten South American countries between June 23 and
July 29, 1953. In the course of its visits the mission discussed various
problems of mutual interest with the Presidents, Finance Ministers,
and other officials of these republics. It also met with groups of
representative. American and local businessmen to obtain:their: views .
Mutual Security Program '

In the spring of 1953 the admmlstra’mon began a careful review of
the proposed legislation affecting the Mutual Security Program and
the organization appropriate to its administration. The program, as
submitted to the Congress in May 1953, marked a further shift in
emphasis from economic to military and- defense activities, including‘

! Dr. Eisenhower’s “Report to the President on United States-Latin American Relations” was sub-
mitted November 18, 1953.
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an expanded program for offshore procurément of military-end items.
The Secretary of State, the Secretary of Defense, the Diréctor for
Mutual Security, and their staffs discussed the political and military
aspects of the program. The Secretary of the Treasury, in his state-
ments to the congressional committees, emphasized the -economic
and financial aspects. He pointed to the importance of reducing
economic aid in the light of the degree of recovery attained, and the
~ value of the military program as means of securing needed defense
activities at lowest costs. He stressed the importance of attaining
budgetary balance at the earliest possible date, and the reconciliation
of defense objectives with budgetary considerations and orderly
financial procedures (see exhibit 30).

The enabling legislation and the appropriation act were passed
after the close of the fiscal year. Appropriation of new funds for
fiscal 1954 for military assistance and defense financing amounted to
$4 billion, and for technical assistance, economic aid, and related
programs to $531 million. In addition, Congress reappropriated
$2.1 billion from unobligated balances outstanding: Thus, the
appropriations available for expenditure in fiscal 1954 were about
equal to the amount for the preceding year, although the functional
allocation differed in its greater emphasis on defense. ‘

In June the President submitted Reorganization Plan No. 7, which
established the Foreign Operations Administration, whose Dlrector
was given the functions of the former Director for Mutual Security
and the Administrator for Technical Cooperation. These activities,
including the Institute of Inter-American Affairs, were transferred to
the Director of FOA. This reorganization, effective in August, con-
centrated the foreign aid operations of the Government in one agency.
The Director was given responsibility for the administration of the
program, but receives policy guidance on foreign political matters
from the Secretary of State; on military policy from the Secretary of
Defense; and on monetary and financial matters from the Secretary
of the Treasury. The President directed these officers to review
programs so as to facilitate coordination. The Office of Special
Representative in Europe was abolished, but a new United States.
mission to NATO and the European Regional Organizations was
established for dealing with regional economic and defense problems,
but without operational responsibility for country programs or
supervisory authority over country missions. The new mission
includes representatives of the Secretary of Defense, the Secretary
of ‘the Treasury, and the Director of FOA, who also serve as military,
financial, and economic adv1sers, respecmvely, to, the Chief of the
Imission. - - , 1 4
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)
National Advisory Council on International Monetary and Financial Problems.

The membership of the Council was changed by Reorganization
Plans No. 5 and No. 7, which terminated the membership of the
Chairman of the Board of the Export-Import Bank and replaced the
Director for Mutual Security by the Director of the Foreign Opera-
tions Administration.

The Council submitted two reports to the President and to the
Congress which gave a full discussion of the Council’s activities in the
fiscal year (83d Cong., 1st sess., H. Doc. 60; H. Doc. 214). These
activities included a reexamination of United States lending policy as
well as matters arising in connection with the International Bank and
the International Monetary Fund. Among the most important
decisions was one to adjust the rates of interest on both short-term
and long-term lending by the Export-Import Bank and other agencies
of the Government to reflect market conditions so as not to dis-
courage private investment and to facilitate private participation in
foreign lending activities.

Export-Import Bank

. The President’s Reorganization Plan No. 5, submitted to the
Congress on April 30, 1953, replaced the former Board of Directors
and the President of the Bank by a Managing Director and Deputy
Managing Director, appointed by the President and confirmed by
the Senate. The Managing Director was given administrative author-
ity in the Bank, subject to guidance by the National Advisory Council
on ‘“general lending and other financial policies.” While the Manag-
ing Director is not a member of the Council, he attends meetings of
the Council and his representatives attend sessions of its subordinate
organs when matters affecting the Export-Import Bank are under
consideration.

In the course of the fiscal year the Export—Import Bank extended
new loans of $571 million. These included loans for the development
of uranium resources, cotton credits, and other projects, as well as a
credit to Brazil to assist in the liquidation of past-due dollar accounts.
The Bank also acted as the agent for the extension of credits under
the mutual security legislation and the Defense Production Act of
1950, as amended. .

At the close of the year the Bank had loans outstanding and funds
committed amounting to $3,338.4 million, and had an uncommitted
lending authority of $1,061.6 million. It recsived payments of
principal and interest amounting to $433.7 million. Since the Bank
borrows from the Treasury to cover expenditures in excess of its
current receipts, its debt to the Treasury increased by $139 million
in the course of the fiscal year, to that extent adding to the budgetary.
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deficit. At the close of the year the Bank’s notes to the Tfeasury
amounted to $1,227.1 million in addmon to its capital stock of $1
billion, all held by the Treasury.

Capehart Committee

By Senate Resolution No. 25, agreed to on June 8, 1953, the Senate
Committee on Banking and Currency, under the chairmanship of
Senator Capehart, was directed to make a study of the functions of
the Export-Import Bank and the International Bank in relation to
the expansion of international trade. The committee began discussions
after the close of the fiscal year.

International Bank for Reconstruction and Development

In the period under review the International Bank for Reconstruc-
tion and Development made new loan commitments aggregating
$178.6 million. Of the total disbursements on loan account in the
course of the year, 63.5 percent was made in the United States, 30.1
percent in Europe, and the balance in other countries.

On June 30, 1953, the Bank had loans of $1,416.9 million outstand-.
ing in a total of 29 countries. The Bank has secured its funds from
the capital subscriptions of its members and the sale of its securities.
Since the entire amount of the United States subscription has been
lent, the Bank must obtain additional dollar funds from the sale of
securities to pr'iva,te. investors. These operations do not affect the
United States Government’s budget. The United States, however,
has a contingent lisbility, proportioniate to its stock in the Bank, to
meet obligations of the Bank if it can not do so from its resources.
During the year the Bank issued $60 million of bonds in the United
States, and the equivalent of $11.6 million in Switzerland. On
June 30, 1953, the Bank had a funded debt of $556.4 million, of
which $500 million was the principal of bonds issued in the United
States market. '

International Monetary Fund

In the period under review the Federal Repubhc of Germany,
Japan, and Jordan were admitted to membership in the Fund and
Bank, and applications for membership by Haiti and Indonesia were
approved. The Fund approved initial par values for Germany,
Austria, and Japan, and agreed to changes in the exchange systems
of Bolivia, Brazil, Finland, Greece, Iceland, and Thailand. The
Fund also approved the continuation of the 17 percent tax on foreign
exchange in the Philippines. (Under our trade agreement with the
Philippines, this also required approval by the President of the
- United States, whose consent was made effective at the same time.)

Throughout the period the Fund’s staff, with a review of its find-
ings by the Executive Board, continued consultations with. members
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retaining exchange restrictions under Article XIV of the Agreement.
These  constltations were directed toward an examination of the
reasons for the continuance of restrictions and the suggestion of
modifications of policies which might lead to their eventual elimina-
tion. In the course of these discussions considerable attention was
given to the problem of “retention quotas a device used by some
of the member countries, particularly in Europe, to stimulate dol-
lar earnings.

The policy of stand-by credit arrangements between the Fund and
member countries was generalized in October 1952. Under this
arrangement countries whose situation is such as to justify drawings
‘upon the Fund’s resources are given advance assurance, on payment
of a'charge, that they will be permitted to draw during an ensuing
period of six months. In this way they can assume that the Fund’s
resources in appropriate amounts will be available to them as a
secondary reserve during the agreed period if it becomes necessary
for them to draw. Finland, which concluded a stand-by arrange-
ment with the Fund, fully exercised drawing rights under the credit.
Belgium, which also has a stand-by arrangement, did not draw
during this year:

During the period under review the Fund sold $70.8 million in dollars
to members in exchange for their currencies, and in the same period
member countries repurchased with gold and dollars their own cur-
rencies from the Fund in the amount of $157.8 million. These repur-
chases were made in accordance with the Fund Articles and policies,
and reflected the improved monetary reserve positions of the mems-
bers. Some repurchases were voluntary, others resulted from under-
takings by the members, assumed at the time of drawing, to repur-
chase according to an agreed schedule, while other repurchases were
automatically required by the Articles for members whose reserves
had increased.

As of June 30, 1953, the Fund held $1.7 billion in gold, $1.3 billion
in United States dollars, and $300 million in other convertible cur-
rencies. 'Total currency sales since the inception of the- Fund aggre-
gated $923 million, and total repurchases by members, $266 million.

Sirce the United States subscription to the Fund was paid in entirety
at its inception, the Fund’s operations do not directly represent a cur-
rent budget cost nor add to the United States public debt. Fund net
drawings, however, result in the reduction of the outstanding amount
of noninterest-bearing debt and the use of cash which, in a period of
budgetary deficit, increases the outstanding interest-bearing debt.
Conversely, net repurchases from the Fund result in a Treasury cash
receipt and an increase in the issue of noninterest-bearing notes of the
Treasury.



64 1953 REPORT OF ‘THE SECRETARY :OF THE TREASURY

United States-Mexican Stabilization Agreement ) .
-On June 9, 1953, the Secretary of the Treasury and representatlves
-of Mexico s1gned a new stabilization ‘agreement between the two
_countries (see exhibit 31). Under this agreement the United States
.Exchange Stabilization Fund agrees to purchase Mexican pesos up to
the equivalent.of $75 million for the purpose of stabilizing the dollar-
peso rate of exchange, if the-occasion for such use should arise. The
new agreement increased the amount from $50 million to $75. million
in view of the increase in trade and financial transactlons between
- Mexico, and the United States. The agreement continues in effect
“arrangements which have been renewed from time to tune since 1941.

European currency questions .

One of the major issues under general dlSCllSSlOll in this- perlod was
the problem of currency convertibility. In the postwar period a
-considerable measure of regional. currency convertibility had been
-attained by the sterling area and the European countries, but these
systems were based on continued inconvertibility with the dollar
and the maintenance of discriminatory -restrictions on dollar trade
-and payments. . The countries in the European Payments Union had
liberalized their trade restrictions for other members and agreed upon
‘the settlement of their balances.through -EPU.” While EPU from
‘time to time had to face the problem of persistent ereditors and per-
sistent debtors on Europeah account, the mechanism of partial gold
payments and -credit extension by creditor countries had  worked
fairly well. Similarly, the sterling area currencies have been prac-
tically  interconvertible (except for certain wartime accumulation of
sterling), and continental trade with the sterling area has been ﬁnanced
through the United Kingdom’s membership.in EPU.

“When in 1952, the Commonwealth countries gave intensified con-
sideration to the problem of. sterling convertibility with the dollar,
it became apparent that steps in this direction would have direct
reperéussions on the EPU countries-and the continuance of United
Kingdoin membership. At the same: time the dollar position of
several - of the continental members had -improved ‘considerably.
Thus was emphasized the need for reconsideration of the relationship
between regional payments arrangements and global conv‘ertibilitv, '
which had always been regarded a§ the ultimate obJectlve ‘

The British viéws on these issues were stated inMarch. to the
members of, the Organization for European Economic Caopération
by’ the Chancellor of the Exchequer and thée Foreign Secretary: ‘The
United States Treasury was represented at this meeting. - Thé prob-
Tems were not resolved and it was decided to continue study. ‘It was
also! agreed to continue EPU arrangements for an addltlonal year
pending resolution.
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Trade and tariff policy

The new administration early in the year considered various
questions of United States policy in the field of international trade
and tariff duties in the light of overall considerations of the United
States position in the world economy, its aid programs, and mutual
defense. It was clear that any major modifications of legislation
and policies in effect should be attempted only after mature consid-
eration of all of the implications. Accordingly, the President on
April 7, 1953, requested the Congress to extend the Reciprocal Trade
‘Agreements Act for another year, and suggested the establishment
by Congress of a commission to make a comprehensive study of these
problems. The Congress, after the close of the fiscal year, passed the
Trade Agreements Extension Act of 1953, which authorized the Presi-
dent to enter into foreign trade agreements until June 12, 1954, and
created a bipartisan Commission on Foreign Economic Policy com-
posed of seventeen members; seven appointed by the President, five
by the Vice President, and ﬁve by the Speaker of the House of Rep-
resentatives. This commission was directed to study and report on
the laws, regulations, and practices of the United States relating to
international trade, the relation of economic policies to total foreign
policies, the effect of foreign aid and military defense programs on
international trade and balances of payments, foreign investments,
international organizations in the area of international economic
policy, and other related matters.

As a second step, the Congress enacted the Customs Simplification
Act of 1953 in the closing days of the first session of the 83d Congress.
This act amends the Tariff Act of 1930 in an attempt to simplify
customs operations, to reduce expense and delay incident to customs
administration, and to eliminate inequities which add to the difficulty
of customs enforcement. The law of customs administration and
procedure, as distinguished from the rate structure, as contained in
the Tariff Act of 1930, had been generally revised only once, by the
Customs Administrative Act of 1938. Since that time many changes
have occurred in industry and commerce and the Customs Simplifi-
cation Act of 1953 will, to a significant extent, modernize the admin-
istrative and procedural laws with the objective of giving improved
service to the importing public at the least possible cost to the tax-
payer.

- On May 6, 1953, Secretary Humphrey approved an order levying
countervalhng duties on imports of wool tops from Uruguay. The
Bureau of Customs bad been satisfied that this commodity, upon
bemg exported from Uruguay, recelves a bounty within the meaning
of Section 303 of the Tariff Act of 1930. Therefore under the law

the Treasury had no optlon but to issue such anorder. ~Collectors of
" 2730183—54i—8 -
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customs were ordered to collect countervailing duties of 18 percent on.
all dutiable imports of Uruguayan wool tops, in addition to all’ other
applicable duties and charges. This order became effective June 6,
1953 (see exhibit 32). :

Settlement of international debts

In the course of the year significant steps were taken to restore
the credit of various countries whose foreign obligations had been in
default as the result of the war, exchange difficulties, or other reasons.
In the case of Japan and several Latin American countries the settle-
ments of dollar debts affected, and were negotiated principally by,
~ private investors, while the German .debt settlements involved the
claims of the United States Government as well.

Japan—After a series of conferences with representatives of the
bondholders which ended September 26, 1952, the Japanese Govern-
ment agreed to resume service on its outstanding dollar and sterling
obligations beginning December 22, 1952. The terms of settlement
conformed as closely as possible to the original contractual terms and
conditions, adjusted for nonpayment during the war and immediate
postwar period. Maturities on all dollar bonds and all sterling bonds
not having a currency option were extended exactly ten years, while
sterling bonds having a currency option were extended fifteen years.
Interest arrears for an approximate ten-year period were also extended
exactly ten years and will be paid simultaneously with interest cur-
rently due. Both will be paid at contractual rates. _

Sinking funds are being resumed pursuant to the original contracts,
beginning in 1953, with adjustments to give effect to the reduced
amount of bonds outstanding resulting from the conversion of cer-
tain dollar and sterling bonds into yen bonds, which were not subse-
quently eligible for revalidation. Seven city and twelve corporate
issues have been fully assumed by the Government of Japan.

In the case of sterling loans containing a dollar clause the question
of when and whether the dollar obligation will be fulfilled is yet to
be decided between Japan and Great Britain. Without pre]udlce to
any agreement which might be reached between these two Govérn-
ments, the dollar option will be recognized by payment of the full
sterhng equivalent.

Service on two relatively small French franc loans has not yet been
‘resumed since the Japanese and French Governments have been unable
to agree on the terms of settlement.

Germany —Agreements with the Federal Republic of Germany
providing for settlement of German external debts estimated to
amount to the equivalent of nearly $5.5 billion were signed in Londen
on February 27,1953. The debts involved in this settlement included
an estmlated $1 640 million of dollar bonds and other types of prewar
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claims. held by private United States nationals as well as. $3,200
millioti 6f United States Governient claims on account of postwar
econoimic assistance and surplus property furnished to Germany. The
terms of settlement established by these agreements had been worked
out under the auspicés of the Tripartite Commission on German
External Debts, at the London Conference of February-August 1952.

During the period of more than two years involved in the prepara-
tion and negotiation of the arrangements for this settlement of German
debts, the Treasury Department was represented on an informal
interdepartmental committee on claims against Germany, and through
this medium furnished advice to the Department of State regarding
financial policy aspects of the settlement arrangements. In addition
to this’ gémeral interest, the Treasury was also concerned with the
treatment to be accorded under -the settlement to its holdings of
German bonds issued in connection with awards of the Mixed Claims
Commission, United States. and Germany.

On April 10, 1953, four of the agreements signed by the United
- States in connection Wlth the London Settlement were submitted to
the Senate for its advice and consent to ratification. These included
the general intergovernmental agreement on German external debts,
establishing the overall framework for settlement of the private prewar
claims, and three bilateral agreements between the ®nited States
and-theFederal Republic. deahng, respectively, with the United States
claim for postwar economic assistance other than surplus property,
the indebtedness of Germany for Mixed Claims Commission awards
to United States nationals (see exhibit 33), and the validation of
‘German dollar bonds in connection with the debt settlement. Two
executive agreements; dealing with the United States claim for surplus
property and with procedures for the validation of German dollar
bonds, were submitted to the Senate for its information at the same
time.

Secretary Humphrey gave his endorsement to the settlement
agreements and recommended their early approval in a letter
(see .exhibit 34), addressed to-the Chairman of the Senate Foreign.
Relations Committee on May 26, 1953. [The settlement agreements
were approved by the Senate on July 13, 1953; and went into effect
on September 16, 1953, following the exchange of ratlﬁcatlons with
the Federal Republlc of Germany.]
 Other —During the year under review Costa Rica and Ecuador took
steps toward resuming service on privately held external long-term
debt. Costa Rica reached agreement with the Foreign Bondholders
Protective Council whereby new bonds would be issued with maturity
in 1973 in exchange at face value for the outstanding dollar bonds
{estimated not to exceed $8.6 million), and interest in arrears on most
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outstanding issues is to be settled by new bonds valued at 10 percent
of interest in arrears. The Costa Rican Legislative Assembly ratified
the agreement in May 1953. Debt to British and French bondholders
remains in default.

Ecuadoran representatives and the British Councﬂ for Foreign
Bondholders reached agreement in May 1953 on a plan for theresump-
tion of service on bonds denominated in dollars with a face value of
about $10 million, largely held in Britain. No settlement of interest
in arrears was provided for, but Ecuador agreed to pay a bonus of 5
percent of principal as compensation for the reduction in the rate of
future interest. The agreement was subsequently ratified by the
Ecuadoran Congress

Korean financial agreement

Progress toward stabilizing and developing the Korean economy
came to an abrupt halt with the Communist invasion in 1950. The
principal focus shifted to' military operations, and financial and
monetary problems took on a new character. The almost inevitable
inflationary consequences of conducting large-scale military operations
were compounded by the limitations of the Korean economy and
resources.

With the approach of the fiscal year 1953, important steps were
taken, in addition to continuing United States aid, to lay the frame-
work of a financial and monetary stabilization program. This program
was also designed to form the basis of an eventual reconstruction
program for the war-devastated economy. An agreement on économic
coordination between the Republic of Korea and the United States
in its capacity as Unified Command was concluded in May 1952.
This provided for the establishment of a Combined Economic Board
in Korea, which was to be the focal point of a stabilization program.
A related agreement was also negotiated to provide for a lump-sum
settlement for a part of previous local currency drawings of the United
States military forces in Korea. Additional monthly payments were
also provided for in this agreement on a continuing basis. It was
hoped that as a result of these two agreements satisfactory progress
could be made toward the stabilization goal.

Further steps were taken in February 1953 with settlement and
payment for all outstanding drawings of local currency by the United
States military forces. Provision was also made for settlement at
the end of each month for local currency drawn. At about this time
it was decided also to send a special representative of the President
to investigate ways and means of stréngthening the Korean economy
in the light of United States security interests. 'The mission of the
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Special Representative reported its findings in June, and with. the
signing of the truce, a long-range program for rehabilitation of the
Korean economy was begun.

Foreign Assets Conirol-

The Division of Foreign-Assets.Control.administers both the Foreign
Assets Control Regulations issued on December 17, 1950, under
Section 5 (b) of the Trading With the Enemy Act, and certain other
orders issued under this act. The Foreign Assets Control Regulations
are intended to deprive Communist China and North Korea of foreign
exchange which could be used in support of Communist aggression
in Korea. The Regulations block all property in the United States
in which there exists’ any Communist Chinese or North Korean in-
terest and prohibit all trade or other financial transactions with those
countries.

In order to effectuate this policy, the Control has found it necessary
to prohibit the unlicensed importation of various types of merchandise
historically imported from China, regardless of the alleged place of
origin of the merchandise. These restrictions have been imposed
because of the extent to which products of Communist China have
been misdescribed as the growth or product of some other country in
an effort to evade the Regulations. It is the Control’s policy not to
issue licenses authorizing the importation of Chinese-type merchandise
except upon submission by the importer of satisfactory proof that
particular merchandise sought to be imported is actually of non-
Chinese origin. Because importers of such merchandise found it
extremely difficult to obtain satisfactory proof, the Control, beginning
in January 1953, entered into agreements with the Governments of
Hong Kong and Japan, China on Formosa, and the Republic of Korea
under which those Governments undertake to certify, pursuant to
agreed standards, the non-Chinese origin of particular commodities.
Such commodities, when appropriately certified, can now be imported
into the United States under general licenses contained in the Regula-
tions.

Rigorous enforcement measures have been applied to cases of viola-
tions of the Regulations. Illegal remitters of funds to Communist
China have been prosecuted, as have persons who have attempted to
evade the import restrictions. Further, foreign bank accounts in
the United States which have beén utilized in financing dollar trans-
actions involving a Communist Chinese interest have been blocked
to the extent that such interests have existed.

In addition to administering the Foreign Assets Control Regulations,
the Control has responsibilities with respect to a steel mill located in
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the United States and belonging to Czechoslovakian interests which
was blocked on January 17, 1952, by a Treasury Department order

under the Trading With the Enemy Act. The Control also adminis-

ters regulations issued by the Secretary on June 29, 1953, which

prohibit persons in the United States from purchasing, selling, or

arranging the purchase or sale of strategic commodities outside the

United States for ultimate shipment to the Soviet bloc. TheSe

regulations supplement ‘the export control laws ‘administered by the'

Department of Commerce.
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Summary of Progress in Management Improvement

The Treasury’s management improvement program was accelerated
during the fiscal year 1953 to achieve greater efficiency and sharp
reductions in. Government expenditures. Although many improve-
ments made by the Treasury had intangible benefits not measurable
in dollars and cents, the identifiable savings related to improvements
during the year amounted to approximately $12.4 million on a
-recurring annual basis and over $2.6 million on a nonrecurring basis.
These savings contributed substantially toward attaining the $44
million reduction in appropriations for operating expenses of the
Treasury for the fiscal year 1954,

At the departmental level, the Secretary made extensive use of the
authority granted him under Reorganization Plan No. 26 of 1950, as
shown in the Treasury Department orders relating to orgamzatlon
and procedure. (See exhibit 49.)

Several organizational improvements were made in the Office of the
Secretary, mcludmg the realignment of top supervisory responsibilities
(see the exhibit on p. 280, Treasury Department Order No. 148,
Revision No. 1); the creation of an Analysis Staff which combined
some of the functlons of the former Office of the Technical Staff and
Tax Advisory Staff; the consolidation of certain activities in the Office
of Administrative Serv1ces, ‘the consolidation of Treasury library
facilities; and the consolidation in one officer, the Director of Practice
.of the Internal Revenue Service, of functions formerly carried on
separately by the Committee on Practice and the Attorney for the
Government.

Departmental action was taken to strengthen a number of programs
designed to increase efficiency and economy of operations. Treasury
bureaus were encouraged to undertake more extensive executive
development and supervisory training programs. A number of the
:bureaus have developed and conducted such training sessions and
others are studying the requirements for this type of instruction. In
the budget and accounting field, a series of bureau surveys was begun
to appraise the effectiveness of accountmg support for budgetary data.
Other department—mde surveys were conducted to reduce Treasury
space requirements and the cost of printing. Space surveys are
being made in all major cities in an effort to reach a goal of one million
square feet to be released during the next fiscal year.

Regulations were issued with respect to fiscal internal auditing to
provide adequate reviews and inspections to insure: (&) Observance of
laws, regulations, policies, and procedures pertaining to fiscal matters;
(b) maintenance of safeguards and controls with respect t0 money and
securities for which the Treasury is responsible; and (¢) maintenance of
adequate accounting systems in all bureaus and offices in accordance
with the provisions of law.

In the overall direction of fiscal activities, the integration of pro-
cedures relating to Tredsury functions performed by Federal Reserve
Banks with procedures of the Fiscal Service bureaus continued to be a
field of worthwhile exploration. The utilization of electronic equip-
ment_in the further development of mechanized procedures in the
‘Fiscal Service is another hlghly important field in process of explora-
tion and study. v
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In the safety field, the Treasury Department Fire and Safety
Council published and distributed two reports in booklet form con-
taining. charts and graphs depicting safety progress. The charts
reveal a steady decline in the accident rate in the Treasury’s three
bureaus which have industrial-type operations.

The records management program was accelerated by special
surveys and the establishment of additional schedules for the disposal
of record material. During the calendar year 1952 file equipment
valued at $844,000 was released for reuse by the Treasury and other
governmental agencies, rental space valued at $278,800 was released
for other use, and proceeds from the sale of waste paper amounted to
$48,700.

The incentive awards program recelved its principal departmental -
stimulus through an analysis of each bureau’s program and a series of
meetings with bureau representatives to discuss improvements, by
accelerating the processing of suggestions, and by publishing results
- and sta‘mstlcs on the program in the Department’s “Management
Newsletter.” Subsequently, reporting procedures were revised and
additional authority delegated to the bureaus for making awards.
During the fiscal year 1953 the Department received 2,931 and
completed consideration of 2,853 suggestions, of which 527 were
adopted. Cash awards to employees totaled $13,010, with estimated
annual savings of $211,115. Salary increases for superior accomplish-
ment were granted to 62 employees. The Department also granted
3 individual and 3 group efficiency awards to 23 employees: under
“Title X,” amounting to $1,735 based upon demonstrable savings of
approxnnately $45,000. In addition, seven meritorious civilian
service awards were granted.

The Bureau of the Comptroller of the Currency designed new and
improved forms for use by national bank examiners in reporting upon
investigations incident to applications for branch bank authorizations.
Also, the forms used in making regular examinations of national banks
have been supplemented to include a questionnaire designed to
strengthen internal controls utilized by the banks. The Bureau is
participating in an interagency school established during the year to
expediteé and broaden the training of newly appointed assistant ex-
aminers in the three Federal bank supervisory agencies.

In the Customs Service identifiable savings on a recurring annual
basis are estimated at $524,500. Most of these savings, $378 000,
resulted from the reduction of weighing and gauging operatlons and
elimination of roll call for port patrol officers at the Port of New York,
and certain improvements in the Hawaii and North Dakota Dlstrlcts
all of which were brought about by field office inspections. Also
contributing to the savings were the adoption of new procedures for
the clearance of tourists’ unaccompanied purchases, $75,000; a change
in method of printing annual publications, $30,500; and a revised Sys-
tem for the sampling of alcoholic beverages for label approval and
examination purposes, $21,000. Other actions not susceptible to
estimation of savings include permission granted collectors to designate
less than 10 percent of packages for examination when the contents
are uniform or identical; revised procedures for control of imports
subject. to quota lumtatlons elimination of customs supervision- of
the lading o% bonded fuel oil into exporting vessels; and the adoption
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of a statistical reporting system for appraisers’ forces to control man-
power utilization and distribution more effectively.

The Bureau of Engraving and Printing reported annual recurring
savings of $4.2 million in the fiscal year 1953. By the close of the
fiscal year, the program to convert the printing of currency from 12-
subject to 18-subject sheets had progtessed to a point where 60 per-
cent of the currency plates in use were of the larger size. A new
nonoffset black 1ntagho ink was in use which made possible the
installation of automatic takeoff and delivery devices on all currency
face presses. These improvements made it possible to increase pro-
duction by 50 percent on presses converted to the 18-subject size.

In addition, there were a considerable number of improvements in
plate ma,kmg, currency examination, postage stamp processing, and
administrative practices. Research and development were carried on
extensively with respect to automatic feeders for use on plate printing
presses, a single sheet drying device, a web-fed rotary press for postage
stamp production, a sheet-fed rotary intaglio press, and other labor
saving devices. Safety training included a series of conferences for
superintendents, chiefs and their assistants, and 140 supervisors, and
the issuance of & monthly bulletin to stimulate interest in the accident
prevention: program.

The Fiscal Service reported improvements during the year which
resulted in estimated annual savings of nearly $3.6 million. The most
significant of these were: Consolidation of accounting functions pre-
viously performed in the Division of Bookkeeping and Warrants and
the Division of Disbursement, $98,100; reduction of printing costs in
the daily Treasury statement $38 OOO installation of improved
addressograph equipment ehmmatmg the manual key punching of
amounts and other data into card checks, $192,681; extension of the
combined voucher-schedule to all agencies, $148 376; continuous
appraisal of efficiency and regulation of monthly personnel ceilings by
means of production control and cost reports resulting in a reduction of
44 positions in the field service of the Division of Disbursement,
$124,300; conversion from paper to card checks by 35 large checklng
accounts, $327,000; decentralization of the verification and déstruction

 of unfit United States currency to the Federal Reserve Banks, $615,000;
revision of the redemption procedure relating to the processing of
United States savings bonds, $700,000; transfer of the function of proc-
essing stock credit and recovery cases relating to savings bonds to
Federal Reserve Banks, $144,000; and release of 38 rented business
machines during the year th:lough the periodic review 'of machine
utilization reports, $64,476.
_ The reorganization of the Internal Revenue Service was pursued
vigorously during the year with the establishment of regional head-
quarters offices, realignment of internal responsibilities, decentraliza-
tion of functlons, and revision of procedures. Improvements effected
during the year made possible recurring annual savings of over $3.8
million in operating costs, plus $2.5 million savings in interest pay-
ments as a result of acceleratmg tax refunds by production-line
methods and uniform procedures for processing returns. In addition,
action started during the year to reduce the number of regional
offices from 17 to 9 and the decentralization of operating functions
to the field will result in savings'estimated to be in excess of $6 million.
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Some significant actions in the Revenue Service resulting in sav-
ings were: Modification of the program for sampling information
returns in the Procéssing Branch in Kansas City, $1,700,000; change in
requirement for filing excise tax returns from a monthly to a quarterly
basis and utlhzmg the depositary receipt system for collection,
$1,430,000; inclusion of a second notice in original notice assembly
rather than as part of the warrant assembly, $100,000; use of inex-
pensive printed special tax stamps in continuous form assemblies,
$150,000; and decentralization of selection process for statistical
sample of corporation income tax returns, $100,000. Other significant.
actions on which savings are not 1dent1ﬁable in monetary terms but.
which have improved operations, increased production, and increased
collection of revenue, include: Development of a system for the
review of all standard taxpayer forms, letters, and other communica-
tions; development and conduct of intensified public relations program ;
development of a financial management program to improve and
modernize the budgeting, administrative accounting, and allotment
control functions; revision of procedure for reducing the number of
distraint Warrants; development of a simplified system for sorting,
classifying, and selecting tax returns for audit; revision and decentral-
ization of offer in compromise procedures; adoptlon of a new policy
of examining, wherever practicable, all Federal tax returns filed by
business taxpayer at the same time that the income tax examination
is made; and an attempt to reduce the number of cases brought before
the Tax Court by intensifying the review by supervisory officers
of nonsettled cases. 'Substantial progress was made in the study
of ways to eliminate the filing of approximately 35 million income
tax returns which would save 20 to 25 million dollars annually.
Other improvements are being readied for adoption based on the
outcome of a review of revenue accounting methods which was
conducted under the joint accounting improvement program.

In the Bureau of the Mint, improvements in methods and devices
resulted in annual savings of $84,000. They included: Use of a new
type folding conveyor for lifting and stacking silver bars, $14,000;
mechanization of coin blank reviewing operations, $12, 000 rewsed
‘coin counting methods, $16,000; improvements in handhng coin
blanks from blanking presses, $11 000; and a more efficient method
of feeding blanks to coinage presses, $12 000. Also, through the use
of motion pictures and discussion sessions, officials and supervisors
were instructed in modern production techniques and safe operating
practices.

The Bureau of Narcotics took several important steps with respect
to the handling and disposition of narcotic drugs which included:
Provision for direct shipment of surplus stocks held by Government
agencies to the stockpile instead of to the Bureau; disposition of 33
tons of material held in storage vaults; and revised accounting and
security measures for salvaged drugs. In addition, a revised procedure
expedited the disposition of seized automobiles and resulted in a
reduction in storage costs.

The United States Coast Guard installed numerous technological
improvements including: Improved methods in construction of 40’
boats, $22,725; use of cathodic protection to reduce maintenance
costs of underwater steel structures ; design, fabrication, and issue
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of trainable mounts for high altitude flare mortar to all ocean station
~ vessels; simplification of the method for securing counterweights on
tubular bueys, $2,500; development of automatic equipment to
eliminate the need for continued manual monitoring of loran syn-
chronization between stations; and design and conversion of direction
finders to permit homing on marine radiotelephone transmissions.
Among the nontechnical improvements reported were: Publication
of a manual containing procedures on accounting, payments, supply,
and statistical reporting; further utilization of punched cards to
facilitate record-keeping; adoption of an indefinite term commission
for reserve officers; and development of new fiscal and supply instruc-
tions and procedures These improvements resulted in identifiable
nonrecurring savings of $23,000 and recurring annual savings of
$30,000.

The United States Savings Bonds Division completed the reorgam-
zation of Class 1 and 2 field offices on a-geographical basis in order to
increase coverage and effectiveness of sales effort, Field offices were
formerly orgamzed on the basis of speclahzed promotional programs
such as payroll savings, banks, etc.

The United States Secret Service was able to reduce the number of
security transportation guards as a result of the substitution of check
payments for cash payrolls in Government agencies, and by revising
the method for protecting securities in transit. Time-saving report-
ing procedures were devised for use in check forgery cases, and two-way
radio equipment was installed in Detroit, Mich., addmg considerably
to the efficiency of operations. Total economy measures taken
resulted in identifiable savings of $42,000 annually.

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 forma-
tion and chartering of new national banking associations, the examina-
tion twice yearly of all national banks, the estabhshment of branch
banks, the consolidation of banks, the conversion of State banks into
national banks, recap1tahzat10n programs, and the issuance of Federal
Reserve notes. :

Changes in. the. condition of active national banks

The total assets of the 4,881 active national banks in the United:
States and possessions on June 30, 1953, amounted to $103,711 million,
as compared with the total assets of 4 932 banks amountmg to $101, 542
million-on - June 30, 1952, an inciease ‘of $2,170 million during the year.
The deposits of the banks in 1953 totaled $94,749 million, which was
$1,759 million more than in 1952. The loans in 1953 were $36,537
mllhon exceeding the 1952 figure by $3,367 million. Securities held
totaled $41,536 million, a decrease of $1 550 million during the year.
Capital funds of $7, 239 million were $343 million more than in the
preceding year.

The assets and liabilities of the active natlona,l banks are shown in
the following statement.

1 More detailed information concerning the Bureau of the Comptroller of the Currency is contained in
the annual report of the Comptrol]er



Abstract of reports of condition of active nattonal banks on the dates of each report from June 30, 1952 to June 30, 1953
[In thousands of dollars]

June 30, 1952

Sept. 5, 1952

Dec. 31, 1952

Apr. 20, 1953

June 30, 1953

(4,932 banks) | (4,927 banks) | (4,916 banks) | (4,890 banks) | (4,881 banks)
ASSETS
Loans and discounts, including overdrafts_ . . ..o oooo o iaas 33,170, 408 33, 782, 046 36,119, 673 36, 566, 806 36, 537, 355
U. 8. Government securities, direct obligati . 34,678,113 34,971, 610 35,921, 239 33, 449, 868 - 33, 025 310
Obligations guaranteed by U. S. Government.. - 16,427 11 761 15,203 21, 283 23 744
Obligations of States and political subdivisions. .. _....__._..___ 5,810,343 5, 988 324 5, 982, 753 8, 314, 550 6, 218 789
Qther.bonds, notes, and debentures. .. ..o iacccoooo. - - 2,393, 571 2 344 284 2,176, 230 2, 068, 282 2 066, 785
Corporate stocks mcludmg stocks of Federal Reserve Banks .o ciieacccccacann 87, 240 188, 113 196, 860 199 290 200, 901
Total 1oans and SECUTTIES _ _ _ o oo e ea e fe e e m o mamm e 786, 256, 102 77,286, 138 80, 411,958 78,620,079 78,072, 884
Cash, balances with other banks, including reserve balances, and cash items in process of collection. 23,991, 529 23, 553, 507 26, 399, 403 23, 980, 820 24, 343, 646
Bank premises owned, furniture and fixtures. . 717,394 727,839 747,912 769, 024 776, 291
Real estate owned other than bank premises. 19, 986 21,210 22,555 22,123 23,775
Investments and other assets indirectly representing bank premises or other real estate. 58, 036 58, 394 - 57,876 58, 539 58,911
Customers’ liability on acceptances. ..o oo caceceeccca—————- ——- 141, 522 138, 049 169, 263 146, 341 122,472
Income accrued but not yet collected ———- 196, 424 239, 444 190, 542 186, 200 183,772
Other assets. 160 571 149 127 o 133,234 155 474 129, 525
Total ASSBtS . - e cccemecccmcaccmcctececmcmeemmccmecmcemann 101, 541, 564 102,173,708 - 108, 132, 743 103, 938, 600 103,711,276
LIABILITIES
Demand deposits of mdlvnduals partnerships, and corporations.........._.._..__._._. . 52, 234, 586 53, 075, 645 56, 582 902 53,713,797 53, 369, 383
Time deposits of individuals, partnershxps, and corporations. ____ .. ieaa. 20, 720,190 20, 905, 423 21,517,160 21,881, 788 22,285,848
Deposits of U. 8. Government and postal savings__ - ) - 3, 681, 910 2,817,219 3 251, 638 2, 389, 701 2, 486, 392
Deposits of States and political subdivisions. .. 6, 231, 989 5,875,435 6 271‘ 676 6, 451,277 6,627, 528
Deposits of hanks 8, 587, 305 8,657,187 9 920 522 8, 428, 765 8, 596, 634
Other deposits (certified and iers’ checks, etc.). 1,533,710 1,172,936 1, 613, 878 1, 470 809 1,383, 168
Total deposits........_.. 92, 989, 690 92, 503, 845 99, 257, 776 94, 336, 137 94, 748, 953
. Demand deposits. . . ___._.___...... 70,742,199 70,066,746 76, 189, 288 70, 843, 146 70,774,840
THME AePOSILS - < cceo e eccmcemcccc e e e meaan - 22, 247, 491 22, 448, 100 28,118, 488 28, 492, 991 28,974,113
Bl]]S payab]e rediscounts, and other liabilities for borrowed money. ... ..ol 42, 046 1, 069, 238 75, 921 626, 840 45,510
Mortgages or other liens on bank premises and other real estate.. —— 230 242 253 206
Acceptances outstanding. ... ..o ... 147, 053 145, 359 179, 294 158, 487 133, 223
219, 212 246, 314 279 843 312,622 314,745

Income collected but not yet earned........__.

84
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Expenses accrued and unpaid......
Other liabilities X

Total liabilities. - ........

Capital StoCK. ... i ceccccmeaaen

Surplus........

»Undmded profits.

Reserves and retirernent account for preferred stock

Total capital accounts..........

Tbta] liabilities and capital acCoUNTS. oo v e mcoa i cac i cacecacaean

359, 499 449, 355 434,672 448, 576 389, 395
887 7 791, 584 845,778 877,995 840, 520
94 645, 501 95, 205, 937 101, 073,522 | 96, 760, 910 96, 472, 552
* 2,203, 466 2,207,921 2 224,852 "2,254,842 2, 264, 629
3,175,879 3,197,085 3 334 ;218 3,357,960 | 3,410,122

r 1,252, 544 1, 296, 349 1 225 731 1,300,877 1, 296, 655
64, 174 266, 416 274, 420 , 011 267,318

6, 896, 063 6,967, 771 7, 059, 221 7,177, 690 7,238,724
101, 541, 564 108,132, 743 103, 938, 600 103, 711, 276

102,173, 708

r Revised,

SLY0dEY FAILVUISININAY.
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Summary of changes in number and capital stock of national banks -

The authorized capital stock of the 4,884 national banks in existence-
on June 30, 1953, consisted of common stock aggregating $2,264
million, an increase during the year of $67 million, and preferred stock
aggregating $6 million, a decrease during the year of $1 million. The.
total net increase of capital stock was $66 mulion. During the year:
charters were issued to 17 national banks having an aggregate of $3:
million of common stock. There was a net decrease of 50 in the num-
ber of national banks in the system by reason of voluntary liguida-
tions, statutory consolidations, and conversions to and mergers or
consolidations with State banks under the provisions of the act of
August 17, 1950 (12 U. S. C. 214). ,

More detailed information regarding the changes in the number
and capital stock of national banks in the fiscal year 1953 is given in
the following table.

Organizations, capital stock changes, and liquidations of national banks, fiscal yé_af:
: 1968 ' R :

Capital stock
Number
of banks . oo
Common Preferred
Oharters in force June 30, 1952, and authorized capital stock 1..._. 4,934 | $2,197, 498, 975‘ $6, 512,830
Increases: : -
Chartersissued . ... ecce e cmaeaan 17 3, 400, 000
Capital stock:
142 cases by statutory sale.......... . - 26,702, 850
238 cases by statutory stock dividend . . _.o..cooooimmoiieeeaaaaas 38, 990, 030
12 cases by stock dividend under articles of association....|..o....... 897, 5
18 cases by statutory consolidation..___._.... - - 4,681,408
1 case by conversion of preferred stoek . .. ... .| ... __ 86, 000
Total increases e mame e m———————— . 17 74,757,838
Decreases:
Voluntary liquidations emeeeecceeceasmeesccescseeeceann 34 3, 540, 000
Statutory consolidations..... 18 |eceoeeeaa e S
Conversions into State banks. .- . 3 825, 000
Merged or consolidated with State banks._ .. ... . ... 12 © 2,975,000
Capital stock: ) .
1 case by statutory reduction. . . 188, 000
4 cases by statutory consolidation. oo .o ooceooeeooeioaaedacaaaaan 411, 250
26 cases by retirement.....
Total decreases. ....... . 67 ’ 7, 939, 250 087, 630
Net change. - -50 66,818,588 |  —844, 630

Charters in force June 30, 1953, and authorized capital stock t._._. 4,884 | 2,264,317, 563 5, 668, 200

1 These figures differ from those shown in the preceding table. June 30, 1952, figures include 1 bank in
process of going-into voluntary liquidation and 1 bank in process of merging or consolidating with a State
bank under provisions of the act of Aug, 17, 1950. June 30, 1953, figures include 1 newly chartered bank not
yet open for business; 1 bank in process of merging or consolidating with a State bank under provisions of
the act of Aug. 17, 1950; 2 banks in process of going into voluntary liquidation, and exclude 1 bank con-
solidated with another national bank at close of business June 30, 1953, under provisions of the act of Nov, 7,
1918, as amended (12 U, 8. C. 33, 34). . ’

Bureau of Customs

The principal functions of the Bureau of Customs are to assess and
collect duties and taxes on imported merchandise and baggage; pre-
vent smuggling, undervaluations, and frauds on the customs revenue;
apprehend violators of the customs and navigation laws; enter and,
clear vessels and aircraft; issue documents and signal letters to
vessels of the United States; admeasure vessels; collect tonnage taxes.
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on vessels engaged in foreign commerce; supervise the discharge of im-
ported cargoes; inspect international traffic; control the customs
warehousing of imports; determine and certify for payment the amount
of drawback due upon the exportation of articles produced from duty-
paid or tax-paid imports; enforce the antidumping and export control
acts; regulate the movement of merchandise into and out of foreign
trade zones; and enforce the laws and regulations of other Government
agencies affecting imports and exports.

Collections by Customs Service’

"Total revenue collected by Customs in the fiscal year 1953 was
over $829 million as compared with $748 million in 1952 and $809
million in 1951, an increase of 10.9 percent over the previous year
and of 2.5 percent over 1951 when collections by Customs were higher
than in any previous year. The total includes items collected for
other governmental agencies, such as internal revenue taxes for the
Internal Revenue Service, and some items for the Immigration and
Naturalization Service, Public Health Service, and other agencies.

Customs collections alone amounted to $619 million, an increase of
11.7 percent from the previous year’s total of $555 million, but a de-
crease of 1.6 percent from the $630 million collected in 1951, when cus-
toms collections were the highest ever recorded in customs history.
They consisted of collections of duties, tonnage taxes, fines and penal-
ties for the violation of customs and’ navigation Iaws, etc. The in-
crease in total revenue collected by Customs in 1953 over that collected
two years before but accompanied by a decline in customs collections
was due entirely to increased collections of internal revenue taxes on
imported liquors, wines, perfumes, etc., which amounted to almost
$210 million in 1953, over 18 percent more than the $177 million
collected in 1951.

Of the customs collections, all but a little more than $6 million were
derived from duties (including import taxes) levied on imported mer-
chandise. Customs collections other than duties included over $1
million of head taxes paid by immigrants and previously deposited
to the credit of the Department of Justice. The collection of this tax
was discontinued by Public Law. 414, 82nd Congress, enacted June
27, 1952, and effective December 24, 1952. The source of the duty
collections by type of entry is shown in table 8 and by tariff schedule
in table 86. Since the data in the latter table are restricted to com-
mercial importations, the totals shown are somewhat smaller than the
duties collected on all kinds of dutiable merchandise and correspond
roughly 'to duties collected on consumption entries and on warehouse
withdrawals.

In 1953, more than one-half of all imports into the Umted States was
duty free and included some commodities authorized by special acts of
Congress for free entry although dutiable under the Tariff Act of 1930,
or taxable under the Internal Revenue Code, such as copper, zine,
lead, etc. The 44 percent which was dutiable constituted the basis of
customs duties on imports. :

Customs duties after remamlng almost statlonary at a level of
around $44 m1lhon a month during the last six months of the fiscal
year 1952, increased rapidly during the early months of the fiscal
year 1953, reaching the high level of $64 million in October and
averaging above $50 miillion. during the succeeding eight months: The

273013—54—7
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high-water mark in October was due largely to heavy withdrawals of
wool in the expectation of the imposition of a tax-on imported raw
wool ‘which did not materialize. The Oectober. duty collections ex-
ceeded those for any single month in customs history with the single
exception of June 1930, when a very large quantity of goods was with-
drawn: from customs bonded warehouses to avoid paying the higher
rates prescribed by the Tariff Act of 1930, which became effective on
June 18, 1930.

Collections by customs districts.—Of the 44 customs districts:in which,
collections are.covered into the Treasury of the United States, 28
reported larger customs collections and .only 16 collected a smaller
amount of customs revenue than in the previous year. All of the
west coast and Mexican border districts and all but two of the north-
ern border districts, Buffalo and Minnesota, had increased customs
révenue. -On the other hand, in eight of the Atlantic coast districts,.
customs revenue declined, with only New York, Maryland, and South
Carolina revenue increasing. The largest increase in customs rev-
enue, 54 percent, was in the Ohio district, while Laredo, Los Angeles,
Kentucky, Montana, and Dakota all reported increases of more than
40 percent. New York, with $265 million of customs revenue, col-
lected almost 43 percent of the total for the entire country, and 11
other districts collected more than $10 million each. The collections
for each customs district are shown in table 85.

Collections by commodities.—Twelve of the fifteen schedules in which.
dutiable commodities are listed in the tariff act showed increases in
duty collections, and ten of these also showed increases in the value
of the commodmes imported. In addition, the group of free-list
commodities taxable under the Internal Revenue Code,  consisting
mostly of petroleum products in 1953, showed a “considerable incresse
in the value of imports, but a smaller duty yield as a result of the
reduction in rates of duty under the trade agreement with Venezuela.
In 1953, as in the preceding year, imports of metals and manufactures
were the largest single source of revenue. The chief items were watch
movements, machinery, iron alloys, automobiles, lead, aluminum,
and zinc, each of which yielded considerably greater revenue than in
1952, The agricultural schedule ranked second as a source of revenue
and the wool schedule third in each year. Imports of unmanufactured
wool declined sharply in value as compared with the preceding
year, leaving the duties collected slightly greater than in 1952, since
the number of pounds imported was slightly in excess of the previous
year's total.

Table 86 lees the value of dutiable and taxable imports for con-
sumption and the duties collected thereon for the fiscal years 1952 and
1953. Tables 88 and 89 show the value of imports for consumption
and the duties collected thereon for the calendar years 1942 to 1952
and monthly from January 1952 to June 1953. ,

The trends in value and duty yield for goods dutiable at.specific
rates, at ad valorem rates, and at compound rates are shown in
table 87.

Collections by countries of origin.—The increased value of imports
* and the greater yield in duties, noted in the case of cémmodlty groups,
was also exhibited for most of. the leading countries sending imports
to the United States. The United Kingdom again outranked Canada‘
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as the largest source of customs revenues. Collections on imports from
each of these countries were considerably larger than in 1952.  Japan
replaced Cuba as the third country in importance as a source of cus-
toms revenue, with Switzerland remaining as the fifth most important
country and Germany rocketing to sixth place. T

The decline in the price of raw wool caused a sharp decline in the
value of imports from Australia, New Zealand, and the Union of South
Africa. . Lower rates of duty under the Venezuelan trade agreement
caused reduced revenue on imports from Venezuela and Colombia.

Table 90 shows the value of imports for consumption and the duties
collected thereon by the principal countries for the fiscal years 1952
and 1953. : . o .
Extent of operations . : S v

Movement of persons.—For the twelfth successive year, more persons
crossed the land borders of the United States or entetred this country
by sea or air in 1953 than in the previous year, continuing the upward
trend which began in ‘1942 and which continued at an accelerated
rate in the years following World War I1. The total number of per-
sons entering the country by all methods of travel was almost 118
million, an increase of almost 13 million persons over the previous
year, when for the first time more than 100 million persons entered
this country. More than two-thirds of those entering the country
crossed the borders in automobiles and busses,”and more than @
million and a half arrived by air, both groups setting a new record
for the use of these methods of transportation. Fewer passengers
arrived by ocean vessels and by passenger trains than in 1952. The
.use of airplanes in international travel again set a new record. For
the third successive year in airplane history, the number of passengeérs
arriving from abroad exceeded the million mark, and for the fourth
successive year, the number of passengers arriving at the New York
City international airports exceeded those arriving at the Miami
airports, Passengers returning from the Orient caused Hawaii to
displace Boston as the third port in importance for the arrival of
airplane passengers. )

Table 92 shows the various types of vehicles and their passengers
arriving in the United States during the past two fiscal years, and
table 93 shows the number of airplanes and passengers arriving in
each of the customs districts for which this type of travel was im-
portant. ‘ ‘ ' ‘

Entries of merchandise—The volume of entries handled by customs
officers continued at an even higher level than in 1952, as shown in
table 91. All of the important types of entries except baggage entries
increased in number, the increase in the number of consumption
entries reflecting the inerease in customs duties already noted.

Drawback transactions.—Drawback, usually amounting to 99 per-
cent of the customs duties paid at the time the goods were entered,
is allowed on the exportation of merchandise manufactured from im-
ported materials and for certain other export transactions. The total
drawback allowed in 1953 was $6,398 thousand as compared with
$5,924 thousand in 1952, an increase of 8 percent. Slightly more than
94 percent of the drawback allowed in 1953 was due to the export of
products manufactured from imported raw materials. The principal
imported materials used in the manufactured exports in 1953 were



84 1953 REPORT OF THE SECRETARY OF THE TREASURY

tobacco, lead ore, petroleum, sugar, watch movements, cotton cloth,
and aluminum, '

Tables 94 and 95 show the drawback transactions for the fiscal
years 1952 and 1953. Because of a change in procedure some of the
1tems listed in 1952 in table 94 are not entirely comparable with the
‘data for the current year. :

Appraisement of merchandise.—Importations of foreign merchandise
have increased steadily during recent years and reached a new peak
during the fiscal year 1953. During the year, there were 704 thousand
packages examined in appraisers’ stores and 1,507 thousand invoices
received, as compared with 628 thousand packages examined and
1,409 thousand invoices received during the fiscal year 1952. New
problems in determining both advisory classification and appraised
value continued high as shown by the fact that appraising officers
requested 1,180 foreign inquiries, which require an investigation in
the country of production in order to obtain the technical information
needed, as compared with 1,093 foreign inquiries requested during
1952. _ : .
~ As an indication of the steady rise in workload and technical diffi-
culty during recent years, the increase in 1953 over 1949 was approxi-
mately 50 percent in the number of packages examined, 36 percent
in the number of invoices received, and 88 percent in the number of
foreign inquiries requested.

Customs Information FExchange—The activities of the Customs -
Information Exchange, as shown by the number of reports received
and disseminated to appraising officers during the fiscal year and during
recent years, have greatly increased. Appraisers’ reports of value and
classification, which are required to be forwarded to the Customs In-
formation Exchange covering a cross section of importations of mer-
chandise received at each port, totaled 60 thousand during the fiscal
year 1953 as compared with 54 thousand during the fiscal year 1952,
The reports of value and classification received during the fiscal year
1953 exceeded by approximately 93 percent the number of such re-
ports received during 1947. The number of classification differences,
which indicated the relative number of new commodities received,
totaled 5,025 during 1953 as compared with 4,329 ¥ during 1952. Price
changes and changes in marketing methods continued high as indi-
cated by 6,135 differences in value during 1953 as compared with
6,509 * differences in value during 1952.

Technical services—On May 13, 1953, the Division of Laboratories
and the office of the Special Assistant to the Commissioner for Engi-
neering were' abolished and a new Division of Technical Services
established. It is the responsibility of the new division to furnish
chemical, engineering, and other scientific and technical information
to the Commissioner of Customs, to provide proper weighing and
gauging equipment, to design and oversee the construction of border
imspection stations, and to direct field operations of customs labora-
tories.

r Revised.
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" “A'néw program aimed at helping the laboratories 'p‘reparé accurate
and concise laboratory reports was initiated this year: “Under the
- program, reports will be periodically reviewed in the headquarters
office and constructive criticisms.and methods of improvement will be
suggested to the field offices: A.new chapter in the Customs: Gaugirg
Manual on: the procedure for gauging olives in brine was prepared and
issued for the guidance of field officers.

Contracts were awarded for the construction and installation of an
automatic recording beam scale at the Philadelphia Belt Line Railroad ;
for the restoration, remodeling, and reconstruction of 23 customs
scales at customs ports and for the construction of a. customs-imomi-
gration inspection station at Falcon Dam, Tex. -

Custoins laboratories analyzed 99,738 samples during the ﬁscal year.
This is over 5,000 more samples analyzed than in 1952 and exceeds
the number of samples analyzed during any postwar year. In addi-
tion to “import”’ merchandise samples, the laboratories analyzed 3,230
samples taken from various customs seizures, mostly narcotic drugs
and other prohibited articles; 135 samples from merchandise to be
exported from the United States with benefit of drawback; 689 samples
of new types of merchandise, to develop facts on which to base the
tariff classification of such new goods intended for shipment to the
United States for the use of prospective importers or foreign exporters;
and 3,952 samples tested for other Government agencies. Of the
latter, 3,539 were samples of critical and strategic materials represent-
ing Government purchases for stockpile purposes to determine whether
or not the materials met United States contract specifications.

“Statistical quality control on sample weighing operations was pro-
vided by making analyses of the cargo sample weighing data to assure
that accuracy and precision were within the control:limits. There
were 1,039 such weighing operations, including 664 cargoes of raw
sugar, 96 cargoes of refined sugar, 52 shipments of wool, 54 cargoes
of rayon, 161 cargoes of cigarette tobacco, and 12 cargoes of other
merchandise. :

Protests and appeals.—More protests were filed in 1953 by importers
against the rate and amount of duty assessed and other actions by the,
collectors than for any year since 1941. The large increase over 1952
was due, mainly, to speeding thé clearance of unliquidated entries
at New York City which made available to importers and their
attorneys a larger number of entries than usual for examination to
determine protestable items. In connection with cases pending with
the United States Customs Court, importers, in order to protect their
interests, continue to submit a protest. for each importation until the
decision on the test case is rendered so that one case decided by the
Customs Court may result in settling the issue on many hundreds or
even thousands of protests. Appeals for reappraisement filed by im-
porters who did not agree with the appralsers as to the value of the
glexichandlse continued the previous year’s trend with ‘a further

ecline
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The following table shows the numbeér-of protests -and - appeals ﬁled
and acted upon in the. ﬁscal years, 1952 and 1953 :

) L . ., o [ R o ’ Pe‘rcenta.géA »
. Protests and appeals . 1952 . ¢ ’ 1953 . increase, or
' . “_decrease (-)

Protests:
Filed with collectors by importers____...______.___. 19,534 { . - 32,549 § - 66.6
Allowed by collectors. .. .. ceoonocaiiiiiol ) 1,060 1,960 . 84. ']
Denied by collectors. and .forwarded - to customs .- ‘
COUTt - oo cmcecamememaceaans . 14, 259 20, 387 g g

Appeals for reappraisement‘ filed with collec’tots ......... - 14,129 9, 244

Marine documentation activities—United States vessels engaged in
trade with foreign countries are required to have a maritime docu-
ment which is valid until surrendered. Vessels engaged in coastwise
trade or fishing are licensed and such licenses must be renewed each
year. In addition, the mortgagmg or change of ownership of vessels
requires the certification and issuance of various documents by cus-
toms officers.

The decrease in the number of documents issued and renewed
indicated a greater degree of stability of ownership and operation of
vessels than during previous years.”

The following table shows the volume of marine documentation
activities durmg the ﬁscal years 1952 and 1953.

, : . Percentage
Activity - . 1952 1953 increase, or
: decrease (—)
Number of documents issued .. 13,756 11, 592 ~15.8
Number of licenses renewed 24,835} + 22,220 -10.6

Number of mortgages, bills of sale, and abstracts of title

. recorded . 10, 134 9,618 —38. l
Number of abstracts of title issued.._. 2,063 2,166 4.9
Number of navigation fines imposed .- 2,847 2,337 ~18.0

Other marine activities.—In cooperation with the Departments of
the Nayy and Air Force, additional designations as customs officers
were granted to certain naval and air force officers to facilitate ship-
ments on merchant vessels of cargoes in which the Department of
Defense has an interest.

-Only one waiver of the navigation laws under the act of Decem-
ber 27, 1950 (64 Stat. 1120), was granted. That waiver was to
permit "the shipment on s foreign-flag vessel of certain heavy equip-
ment for the construction of an Air Force base.

An interesting decision was made when the statutory restriction
(46 U. S. C. 251) upon the use of foreign-flag fishing vessels in the
American fisheries was held inapplicable to such vessels arriving in
ports or places in Guam and American Samoa.

Several tankers operating as vessels of the United States were
seized and the cases referred to the Department of Justice for prose-
cution to enforce forfeiture penalties under allegations of a controlhng
interest by aliens rather than citizens.

In admeasurement work, the work of translating foreign admeas-
urement rules was continued. When finished, this translatlon wilk
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{orm the basis for a review of’ foreign rules to'determine théir com-
patibility with United States rules. = Of ‘interest 'in this regard was
the adoption of the United States rules by the Liberian Government
as a standard for determining tonnage of Liberian-flag vessels.

.The admeasurement of vessels of the United States for Suez Canal
purposes was facilitated by direct contact with an office of the. Com-
pagnie Universelle du Canal Maritime de Suez established during the
year in New York. - The availability of such a contact will in all
probability result in a closer liaison with Suez: Canal authorities.

There has been a steady increase in the number of vessels docu-
mented as vessels of the United States. On January 1, 1953, there
were 41,819 vessels documented as such vessels of a total gross tonnage
-of 30, 682 488 as compared with a total on January 1, 1952, of 41,075
vessels of 30,553,136 gross tons, an increase in the year of 744 vessels
and 129,352 tons. The estimated figures for June 30, 1953, show a
total -of '42 ,228 vessels of 30,805,589 tons, a further increase during
the six months’ period of 409 vessels and 123,101 tons. In the
month of June 1953 alone, there was an increase of 165 vessels and
22,266 tons over the previous month.

The following tabulation shows the status of the merchant marine
‘as of January 1, 1953, classified by vessels engaged in the foreign
trade, vessels by ma]or rigs, and vessels by the five major services.

i

1952 1953

Vessels . -
Number | Gross tons | Number' | Gross tons

Total documented vessels (including yachts) .......... 41,075 |r 30, 553,136 41,819 | 30, 682, 488
. Vessels engagéd in foreign trade....L.. ... ... - 6,289 1 19,289, 052 . 6,636 | 19,007,081
Vessels by major rigs:

Steam.. - 4,432 | 25,356,002 4,339 | 25,376,917
Motor._. e amm—————e -+ 25,757 | 2,103, 461 26,452 2, 130,409
Sail. - 249 66, 150 . 238 54,895
Unrigged .._.__.... et 6,951 | 2,890,726 7,043 2, 983 927
Vessels by 5 maj
Freight . o e 9,994 | 22, 556, 448 10,006 | 22,605,356
Fishing_____.___ PN 14,211 498,618 | 14,561 509, 984
Passenger. - 4, 300 828,034 4,436 871,176
Tanker .......... - ——- 1,784 5,451,223 1,813 5,477, 940

4,302 504, 476 4,445 509, 931

e Revised.

Classification, valuation, end marking of zmported merchandise.—An
expanding number of new problems with respect to the tariff classifi-
cation, valuation, and marking of imported merchandise to indicate
the country of or.igin continued to develop owing to the great volume
and variety of importations. The program of placing rates of duty
and marking requirements on a firm basis upon which importers can
rely in making contracts for the purchase and sale of imported mer-
chandise has been intensively continued.

Under the provisions of Sections 5 and 11 of the Trade Agreements
Extension Act of 1951 (65 Stat. 72), many difficult and important
questions arose with respect to the country of origin of imported
merchédndise in order to determine whether the merchandise must pay
the statutory rate of duty or may obtain the benefit of a trade agree-
ment rate and whether it is prohibited from entry into the commerce
of the United States. . . v
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Legal problems and proceedings.—Consideration was given by the
‘Office of the Chief Counsel to & large variety of legal problems relating
to such matters as the classification and appraisement of imported
merchandlse, interpretation of administrative and enforcement pro-
'visions of the customs and navigation laws, the drafting of proposed
legislation and preparation of reports on pendmg legislation, and the
-preparatlon of customs regulations. Special consideration was given
t0 certain questions as to information that can be required lawfully
to be shown on vessel manifests; authority to accept at customs-sta-
tions entries for merchandise arrlvmg in'bond; the situations in which
merchandise is entitled to exemption from’ duty as having been
acquired as an incident of a foreign journey; the availability of export
control appropriations for purchasing information and evidence; the
authority of collectors of customs to refund internal revenue taxes
and authority of collectors to accept uncertified checks in payment
of customs duties and charges. Regulations were prepared embodying
a method of calculating a dutiable quantity of clean wool contained
in imports of greasy and burry wool, to reflect the ruling of the Court
of Customs and Patent Appeals in United States v. Fred Whitaker,
Inc. (1952, C. A. D. 492). A concentrated effort was made in co-
operation with the Department of Justice to brmg to trial all remaining
legal issues involved in the customs inspectors’ overtime cases arising
out of the decisions in the cases of Unaited. States. v. Meyers; 320 U. S.
561, 321 U. S. 750 and United States v. O’Rourke, 109 Ct. Cls. 33;
and intensive preparation went forward for an early trial of repre-
sentative cases involving the claims of former customs border patrol
employees to overtime compensatlon under the Federal employees’
pay acts.

Law enforcement and 'mvestzgatwe activities—Investigations con-
ducted by the Customs Agency Service during the fiscal year were
in excess of 18,000 and exceeded by 86 the number of investigations
made during the previous fiscal year. There were substantial in-
creases over 1952 in the number of investigations for undervaluation
and false invoicing, and character investigations. There were slight
increases over the fiscal year 1952 of investigations involving market
value and the smuggling of diamonds, jewelry, narcotic drugs, and
other commodities. Substantial reductions under those in -1952
resulted in investigations involving drawback applications, classi-
ﬁCation,.nav'igation, customs brokers’ records, personnel derelictions,
customs procedures, collections of duties and penalties, and pilferages
and shortages. The increases and decreases do not indicate any
special trend but appear to be customary fluctuations.

There were 1,762 cases in which representatives of the Customs
Agency Service cooperated with Federal, State and local agencies,
and foreign governments.

Major enforcement problems involved the smuggling into the
United States of diamonds, narcotic drugs, psittacine birds, and
cattle; and the smuggling out of the country of gold and arms, ammu-
nition, and implements of war. Of particular interest was the develop--
ment on the southern border of large-scale smuggling operations
involving psittacine birds, the importation of which is prohibited by
the Public Health Service because. of the danger of psittacosis, a fever
which is transmitted by the birds to humans; and cattle, the importa-
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tion -of which was prohibited at the time by the Bureau of Animal
Industry because of the danger of hoof-and-mouth disease. The
value of seizures by the Customs Agency Service of psittacine birds,
was considerable -while the value of seized cattle was in excess of
one million dollars.

Preliminary steps were taken to create a special squad in New
York for the specific. purpose of dealing with the narcomc smuggling
traffic.

Overseas operations were extended by the expansion of the Hong
Kong office of the Treasury representative, and the opening of a new
office of the Treasury representative in Milan, Italy.

Although a slightly smaller number of seizures were made in 1953
than in the previous year, the value of these seizures showed a very
substantial increase. A large number of boats, automobiles, and air-
" craft were seized and the value of the seizures of each of these means
of trangportation was greater than in 1952. In the case of the seized
boats, however, both the number and value are somewhat misleading.
In certain cases, the law specifies the imposition of a penalty for
certain violations and also the seizure of the offending vessel. In
actual practice, few such vessels are detained, as the seizure is made
technically without interfering with the salhng of the vessel to its -
next, destination.

There - were -fewer seizures. of narcotics than during the previous
year, although the quantity seized was considerably greater than in
1952. There were 3,736 ounces of raw opium and 851 ounces of
smoking opium seized in 1953 as against 4827 ounces of raw opium-
and 331F ounces of smoking opium during the previous year. .

Seizures of bulk marihuana continued at a high level, 23,763 ounces
being seized in 1953, and 21,613 * ounces in 1952. Most marihuana
seizures of any size were made along the Mexican border despite the
efforts of the Mexican authontles to control the production and
traffic of this narcotic.

Seizures of liquors and wines were fewer and of much smaller volume
and value than in 1952. .

A slightly larger number of merchandise seizures were made in 1953,
many of them representing the age-old effort on the part of returmng
residents to evade the paymentiof duties on foreign purchases.

In addition to seizures made for customs violations, 19,615 seizures
were made for other agencies of which 19,512 were for the Department
of "Agriculture. In addition, 25 persons were -apprehended and
delivered to the Immlgratlon Secret Service, military, or mun101palr
authorities.

Of the 391 persons arrested for narcotic Vlolatlons 222 convictions
were secured, with total penalties of 465 years’ 1mprlsonment and
over $13 thousand in fines.

“Seizures for the violation of customs laws are shown in tables 96 and
97, while table 98 summarizes the investigative activities of the Cus-
toms Agency Service during the past two years.

Foreign trade zones.—During the 16th year of its existence, Forelgn
Trade Zone No. 1 on Staten Island continued its successful operatlon
but at a slightly lIower level than during the previous year. The
tonnage and value of goods entering and leaving the zone, as well as

¢ Revised.
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the number of entries of merchandise into customs- terrltory were
smaller than in 1952, but the amount-of duties collected exceeded that
of -the previous year. - The completion of an improved fence and the -
installation of additional lights made possible considerable reduction
in the customs personnel assigned to the zone to protect the revenue.

Operations at Foreign Trade Zone No. 2 in New Orleans were also
at a slightly lower level than in 1952. A great ‘deal of the work at
this zone involves the handling of merchandise for subsequent export
so that a comparatlvely small portion of the total volume enters

- customs territory for consumption in the United States.

Foreign Trade Zone No. 3 at San Francisco showed a sharp increase
both in the number of entries, tonnage received and delivered, and
duties collected on merchandise entering customs territory, a reversal
in most respects of the trend during the previous-year.

Operations at Foreign Trade Zone No. 4 at Los ‘Angeles greatly
exceeded those of 1952 and were even larger than during the ﬁrst year
of this zone’s operations in 1951.

Foreign Trade Zone No. 5 at Seattle had a slightly larger tonnage
and value of receipts and deliveries than during the previous year;
but showed a decline in the number of entries into customs territory
and in the duties collected thereon.

Foreign Trade Zone No. 6 at San Antonio showed a-smaller tonnage
but an increased value of receipts and deliveries. This zone is located
at an airport and most of the foreign goods received and the goods
shipped abroad are handled by plane.

The following table contains a brief summary of forelgn trade zone
operatlons .

Received in zone Delivered from zone | Dutiesand

- Number . internal

Trade zone tOf L L revenue

entries ong ong taxes

tons Value tons Value collected
New York_ . ... 6, 842 45, 685 1330, 854, 836 58,011 ($59,439,512 1 $4,204,129
New Orleans ..o oo ..o 478 26, 405 | 14,010, 356 22,231 | 11,546,719 167, 519
San Francisco- - ——- 6, 598 26,241 { 5,333,941 18,917 | 7,609,930 371, 004
Los Angeles.. ———— 625 16,143 | 8,956, 266 11,915 | 6,685, 504 145, 683
Seattle. o iiecciiccaaan 498 5,905 | 3,269,890 5,743 | 3.389,189 841,239
San Antonio._._____________________ 194 1,220 | 2,584,003 1,101 1,360,055 111,011

Changes in customs poris and stattons.—The name of the port of
entry at Fernandina, Fla., was changed to Fernandina Beach, Fla.,
and the port limits of Los Angeles, Calif., Portland, Oreg., and
Minneapolis, Minn., were extended to include areas not previously.
covered. _

The customs stations at Raeford, N. C., Rhodhiss, N. C., and
Lopeno, Tex., were abolished and a station at Boundary, Wash was
established duran' the year.

Cost of administration

Despite the higher level of customs transactions in 1953, the level
of regular customs personnel was lower than during the previous year.
There was a small increase in the number of export control employees
because of the continued emphasis placed upon the enforcement of
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export control laws. The following table shows the average employ-
ment in the Customs Serv1ce for the- pasb two fiseal years

I P . ) Percentage '
Operation 1052 . 1953 increase, or
. : . L R _ decrease (=) -

Regular customs operations: o 1 . .
- Nonreimbursable_ . .ol 27,937 7,866 - —=0.9

Reimbursable L. . eeccameeaa- ] 373 |. . 351 , —5.9
Total regular customs employment .8;,310 | .8,217 -1.1
Export control. ..o iceeececimcaceeecmacccee e 299 . 324 8.4
Total employment..._._...... S S : 8,609 8,541 T —0.8

1 Salaries reimbursed to the Government by those private firms who received the exclusive services of

. these employees.

The expense of 0perating the. Customs_,-Service in 1953 was
$40,753,207, excluding the expense of enforcing the export control
regulations. This was only $324,284 more than in 1952, despite the
regular within-grade raises provided under the Mead-Ramspeck Law.
These expenses, moreover, do not include salaries paid to customs
personnel for overtime and other services authorized by law for which
reimbursement was made to the appropriation by those for whom
the services were rendered. The increased collections accompanied
by the very small increase in expenditures caused a drop in the cost of
collecting $100 of revenue from $5.40 in 1952 to $4.91 in 1953. A
summary of the collections and expenditures will be found in table 84.
Management program

Field inspection.—The intensified inspection of field offices of the
Bureau of Customs, which was begun in the fiscal year 1952, continued
in the fiscal year 1953. During the year, 76 offices of collectors of
customs, appraisers of merchandise, and customs laboratories were in-
spected. These inspections as in 1952, resulted in the installation of
many simplified procedures, the streamlining of functions, and the
reassignment of personnel to make more effective use of manpower.

Legislative action (Customs Simplification Act).—In order to give
the Treasury Department the legislative authorization necessary to
make possible the institution of modern and more economical pro-
cedures for the administration of the customs laws, and also to remove
from the statutes many obsolete customs quulrements which impose
unduly harsh burdens on American importers and unreasonably
impede foreign exporters, the Congress enacted the Customs Simplifica-

- tion Act of 1953. Under this act, the Customs Service may give
improved service to the American pubhc without increasing the cost
to the taxpayer. The act makes no changes in the tariff rate struc-
ture. All the provisions of the act will contribute to some extent to
the more effective and economical administration of the procedural
laws governing imports. Some of the more important provisions
directed at accomplishing this purpose are:

(1) Therepeal of restrictive statutory provisions relating to internal
accounting in the various Customs ports which will permit the
inauguration of modern accounting practices without in any way
relaxing safeguards to protect the revenue. Since the enactment of
the new law, comptrollers’ verifications of collectors liquidations have
been reduced by more than 80 percent. °
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(2) A number of sections will dispense with the need for the filing
and processing of numerous documents which are not necessary to
protect the interests of the public or to safeguard the collection of the
revenue. For example, it will no longer be possible for importers to
amend their entry documents filed after September 7, 1953. At the
port of New York alone the former amendment procedure required the
processing of thousands of papers every month. Complicated records
and documents. formerly required for transfers of goods in- bonded
warehouse have been reduced substantially. The consideration of
applications for extension of a variety of time limitations have been -
reduced by extension of the time periods to meet the needs of modern
business practices.

(3) Another part of the act relieves the Customs Service of the
collection of many duties, the amount of which was not commensurate
with the time and labor required. For example, the increase of the
permissive free entry limit for' gifts from one dollar to ten dollars
relieves a tremendous burden on the Customs Service, particularly
during the Christmas season.

Important provisions which also ease procedural requirements and
inequities for importers include:

(1) Elimination of so-called ‘“undervaluation duties” which have
been penal in nature and which have been required to be imposed even
though the importers have accounted in good faith and without any

intent to deceive Customs officers:

(2) Provisions designed to relieve the importer from supplying
comphcated documentation in connection with imports of small value
and the elimination of the notarization of Customs documents;
~(3) Elimination of special and discriminatory marking requlrements
which frequently take inexperienced exporters and importers by
surprise and cause them heavy financial loss.” All these imports will
continue to be subject to the general marking requirements which
reqlclllre a(%fquate indication to purchasers of the orlgm of the 1mported

00ds; an

& 4) "Provisions permitting the correction of admitted 1nadvertent
errors and mistakes by Customs personnel adverse to the importer
which, under the prior law, were sometime impossible to- correct with-
out Tesort to a congressxonal private relief bill.

Other provisions of the act of more special application permit the
immediate importation of various search and rescue equipment in
cases of fires, floods, and other disasters and eliminate the various
bonds and Lourmg permlts required in connectlon with nonres1dent_
automobiles.

Administrative actions—The customs clearance of automobiles
owned by nonresidents of the United States which are imported for
a temporary period in excess of 90 days has been facilitated and
simplified by permitting the entry of such automobiles to be made
with informal entry documents. This simplification has modified the
inconvenience and delay which formerly were experienced by the non-

‘resident in complying with formal entry requirements.

With the cooperation of Canadian customs officials, procedures

.were developed and put into effect, permitting the use of & common

seal for both Canadian and United. States customs purposes on carload
Tail shipments of merchiandise movmg bétween ports of one country
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throuvh territory of the other. The.expense and time -previously
-requlred for carriers to affix separate seals for the two countrles to
each shipment has been eliminated.

A reduction of overtime costs to prlvate ﬁrms has been made
-possible by the adoption of a new form of control over. the lading of
bonded fuel oil from oil barges onto exporting vessels in lieu of physical
eustoms supervision of these transactions. Some savmgs in customs
manpower were also effected by this improvement.

In ordeér to provide importers with a greater degree of securlty in the
importation of merchandise, the effective date -of changes in tariff
classification rates of duty has been.extended from 30 ‘days after the
‘date of publication in the weekly Treasury Decisions to 90 days follow-
ing such publication. ~This extended advance mnotice of change in-
rates of duty will permit importers to make more accurate estimates
.of future landed costs of imported merchandise.

Significant savings in cartage costs are being realized at certain
ports by using one sample of alcoholic beverages for both label approval
and appraisement purposes. Previous to this change, cases of alco-
holic beverages were transported to the appraisers’ stores for appraise-
ment purposes, in addition to the sample drawn for label approval
spurposes. Further studies are being made of this procedure in an
effort to effect additional savings.

Savings in customs manpower and handhng costs are bemg reah7ed
as a result of establishing -a, list of commodities that may be weighed
.on a spot-check basis. The instructions issued with the list prescribe
the frequency with which importations are to be weighed in order to
check the accuracy of the spot-check weighing methods. In addition
.to the savings to customs, the spot-check weighing permits a more
expeditious release to 1mp0rtels of the commodities on the list.

A procedure for the primary segregation, at the port of arrival in
the United States, of mail parcels from Armed Forces stationed
abroad, which was put into effect on a pilot study basis at San Fran-
cisco, Calif., last'year, has been installed at the port of Seattle, Wash.,
-and is now being studied for possible application at the port of New
York. This procedure reduces’ postal handling and transportamon
.charges and expedites the movement of military mail.

The method of computmg fees for recording certain instruments of
vessel title, and related instruments, under the Ship. Mortgage Act
has been ch&nged to provide for a fixed fee where the instrument is
‘on a printed form, and an estimated fee in other cases. Previously, it
was necessary for customs officers to make an actual count of the
words in each instrument in order to compute the fee.

The requirement that a special bond be posted before granting

permission -for a vessel to discharge cargo at.a port other than that
shown. on the vessel manifest has been eliminated.
. Also, as an added service to vessel operators, advance notices of
the expiration dates. of vessel licenses are now given at least 21 days
before the expiration :date. This notice has eliminated numerous
petty penalty cases arising out of inadvertent failures of owners to
comply with the statutory requirement for renewing the licenses of
their .vessels annually.:

A significant change has been made in the orgamzatlonal structure
.of appraisers of merchandise which is expected to produce benefits in
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appraising and "examining - opéerations.” Under  the change, five
“appraisers’ districts” have been established with headquarters located
at major ports of entry. Appraisers at the smaller ports, who are
under the administrative supervision of collectors of .customs, have
been brought under the technical supervision of the appraisers ‘at the
headquarters ‘ports, who are widely experienced in appraisement and
examining functions. The appraisers at-the smaller ports now re-
ceive assistance in appraisement problems through the technical
advice and supervision of more experiericed appralsmg officers. .

In an effort to reduce the backlog of examiners’ value reports at
the Customs Information Exchange in New York, modified require-
ments for such reports have -been adopted. The new requirements
permlt less frequent value:reports to. be made when the amount of
duty on any importation is apparently less than $100 or is imported
into only one customs collection district. A study-of the new report-
ing requirements reveals that they provide ample protection of the
revenue and, at the same time, expedite the appraisement operation.

“In the field of air act1v1t1es certain arrangernents made with
Mex1can and Cuban Government officials have materially improved
service to operators of private aircraft. Under these arrangements,
flight plans filed with the foreign governments serve as advance
notices of arrival to United States Customs and Immigration officers.
This is an extension of similar arrangements coimpleted with-Canadian
officials in the fiscal year 1952. Operators of private planes which
were not equipped with adequate radio equipment to give advance
notice of arrival were previously subjected to penalties for technical
violations arising from failure to give the advance notice.:

“Other management improvements.—Increased activity in the apphca~
tion of sound management principles in field offices was indicated by
reports received of several notéworthy local 1mprovements in proce-
dures, public relations, and employee morale.

Early in the year, a comprehensive schedule was-issued: to certain
field officers to provide for the disposition of obsolete, useless, and
inactive records.  In the fiscal year 1953, 40,556 cubic feet, of customs
records were sold, destroyed, or transferred to Federal records centers.
The disposition of these records released 1 ,260 drawer type filing
cabinets and 20,936 square feet of floor space for reuse.

During the year, many forms were revised, several were combined,
and others were abolishied in the contmulng program to s1mphfy
forms and reduce printing costs. * Important savings in -the cost of
printing marine publications will be realized- in future years from
special office eqmpment obtalned for the D1v1s1on of Marine Adminis-
tration,

In order to provide a miore effective comtrol over: manpower utili-
zation and to assure equitable manpower distribution in accordance
with workload needs, a new statistical reporting system for appraisers’
forces has been installed. The new system provides an accurate
index of the work being performed at the various ports and permits
a comparison of the performance of appraisers’ ofﬁces with orne
another. The comparisons are based upon units of work performed
in a given period of time. A new workload reporting system for
collectors’ offices will 'be put into effect in the coming year. The two
‘new systems are ‘expected’ t0 produce more acéurate-and -reliable
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information for. budget, . management and other admlmstratlve
purposes;

Several steps were taken to increase employee interest in the
Incentive Awards Program, which has contributed many ideas for
improvements in procedures and practices. As a memento of his
contribution, each employee who submitted a suggestion which. was
adopted was given a certificate of appreciation. - Moreover, in order
‘to assure timely cons1derat10n of all suggestions, action was taken in
the headquarters office and in the field to expedite consideration of
suggestions by the local committees. Seventy-one cash awards,
totaling $1,640, were paid in the fiscal year.

Additional delecratlons of authority ‘were made to field officers to
facilitate the handling of customs transactions at the field level.
Under these delegations, principal field officers may now: (1) Release
to the owners, under certain conditions, property which was stolen
in Canada and seized in this country by United -States customs
officers; (2) designate subordinate employees to administer oaths in
the performance of their official duties; and (3) attest certificates of
registry of United States vessels.

Bureau of Engravmg and Prmtmg

.

The Bureau of Engraving and Printing designs, engraves and prmts
currency, securities, postage and revenue stamps, Govemment checks,
military commissions and certificates, and other engraved work for
the various Government agencies, the Board of Governors of the
Federal Reserve System, and insular possessions of the United States.

A statemeot of income and expense for the fiscal year 1953 and
comparatlve balance sheets as of July 1, 1952 and 1953 follow:

~ Statement of income and expense for the fiscal year 1963

Engraving and printing delivered: ’
CINCOME . ot el eeinen Sheailia -- $35,018, 709, 80

Cost:
Finished goods inventory, June 30, 1952 . ..o o oime ooeeeeeeeees $735,741.92
Add: Cost of goods completed durmg the fiscal year 1953. o----- 35,283, 588. 51
Total cost of goods available______.____..__ - 36,019,330.43
Less: Finished goods inventory, June 30, 19! - 1,330.742.04
i Cost 0f £004S AeHVEred - - eeeeemeseememcmenmcmme e e e ieeeenteeeeoanas 34, 688, 588,39
Incinerating mutllated currency )
2ot 19, 029:15
: 19,029.15
Income ......... e 235, 447,78
235,447.78
660, 043. 12
660, 043, 12
33,467, 42
33,467.42

e eeeememmmmmcm—emesemeesomces eeemeeamemmemqm e mannnie 1330, 121, 41

! The profit of $330,121.41 was due primarily to billing for proaucts delivered at predetermined unit cost
rates prior {0 the development of actual costs. Of this total, $154,003.42 will be applied to restoring the
impairment to the fund resulting from an operating loss sustained durmg the fiscal year 1952; the remaining
$176,117.99 will be deposited into the general fund of the Treasury in accordance with the provisions of
Public Law 656, approved Aug. 4, 1950, which recognizes that there will be variations between the prices
charged for work and services and the amount determined to be the actual cost of performing such work
or services,
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.Comparative balance sheets, July 1, 19562 and 19563

Assets

As of openmg ot busmess

- As of ¢lose of business

July 1, June 30, 1953
‘Current assets: :
Cash: . :
Working capital fund. eoooooaaoo $3, 065, 522. 05

Imprest fund.

Accounts receivable:

" Imventories: ’ :
Finished g00dS_ e
Work in process. R
1750 (. IR e, -

Prepaid expenses:
Advances to govemmental agencies._..
Perforator servieing. ..a coeeerounan.. .-

Total current assetS. ceeceeeeeconne.

Fixed assets:
Plant machinery and equlpment .........
. Less: Reserve for depreciation._

Motor vehicleS. oo

Less: Reserve for depreciation.._... JUOR B

Oﬂice machines. .oovammmmeaccmceas
Less: Reserve for deprecmtlon ........

Furniture and fiXtNres._..o.oovveneevos .-
Less: Reserve for depreciation......0.

Dies, rolls, and plates.
Building appurtenances.
Less: Reserve for depreciation.._.__..

Fixed assets—work in progress............
Total fixed assetS - ceummonmcecammeaeee

Deferred charges:
Plant alterations’ expenditures.
Experimental equipment costs

Total deferred charges. _.c..ccoceeon..

Total 88SetS. - ccomomeemcccrcincccnaan

13,632.94. .

2,453,028.15

1,037, 980. 44

$3, 065, 522. 05

3,462, 799. 51
380, 103. 43

735,741, 92
2, 726, 439. 60

5,915, 209. 67

71,935. 44
‘12, 909, 203. 04

13,071, 652. 46
12, 033, 663. 02

57,031.97 -
4,536:16
- 52,495, 81
100, 578. 70
11,979. 59 ‘
88,509, 11 1
433,077.67
141, 008. 84
292, 878, 83
3,055,961, 25
59,404, 25
1,400:08
—_— 5808517
252, 548. 52-

16,734,231 71 |

21,413, 88
45,418, 18

66, 832. 06

29, 710, 266,81

3, 856; 535. 48, |

2, 663, 031. 49

$4, 140, 571. 95
500.00°
$4,141,071. 95

2, 168, 706. 92
161, 596. 34

10, 841.09. :
2,341, 144.35

6, 689, 304. 49

11,408, 33
- 46, 642.33 - .
1,692.28 )
- 59,742.94

13,231, 263.73

14,258, 116. 44
11, 595, 084, 95

" 56,630:68 '
©10,450.00 - - -
— 46, 180. 68

113,379.28 '

23, 504,02 Coe
$9,875.26

463, 890. 05

157, 444,83
— . 306,445.22

. 3,955, 961, 25

278,786. 87

25, 671.30
» 253, 115, 57
107,397.83
16, 654, 060. 76
| 50,749,290
101, 354, 08
369, 84
152,473, 21

30,037, 797. 70
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" Comparative balance sheets, July 1, 1962 and 1953—Continued.

N Liabilities and investment of the . "As of opening of business " As of close of business
. United States . July 1, 1852 June 30, 1953
Current liabilities:
* Accounts payable: .
Governmental agenciés_.__.__________ $1,153.79 i : $1,752.79
Other . __ocoeoeeo. - 79, 550. 64 112,889.28
Unaudited 506, 716. 69 . 381, 624. 65 ‘
— $587,421,12 |—————— $406, 266. 72
Accrued liabilities: - :
Payroll * 1,765, 247.33 1, 495, 261, 22
Leave - 1,565, 062.75 . .| 1.683,914.80 .
Other . 54,937:41 A . 33.581,05 ° - -
—————= T 3,385,247, 49 |——————  3,212,757.07
Specxal deposit liabilities: : -
. Federal taxes withheld .. ..___.___..._ . 784,711.14 . . 865, 933, 62
Savmgs bond deductions Wxthheld... 17, 532.32 35,084. 53
) —_— 802, 243.46 {————— 901, 018.15
Other liabilities: . . -
‘Due toestates of deceased employees..| . 435.99 . 570. 69
Due to U. S. Treasury and others.._. .458.72 ’ 137.07 :
O : — 8.7 f— 707.76
Tota] current liabilities..--; ........ . 4,775,806. 78 4,610,.749. 70
Investmeut of the United States
Capital: -
Appropnated ......................... 3, 250, 000. 00 . 3, 250, 000. 00
Donated. - 21, 838, 463. 45 22, 000, 930. 01
————————— 25, 088, 463. 45 |-————— 25, 250, 930. 01
Surplus: | - SN - S
Operating surplus, or deﬁcxt (=)oeua. o+ +—154,003.42 | 1176,117.99
~ Nonoperating surplus_-_._. .- . 10,537.81 18,329. 42 .
Less: aRetumed to Treasury........ 10,537.81.. . 18, 329. 42
Net investment of the United . - . -
States. o i liecomeas 24, 934, 460. 03 25, 427, 048. 00
Total labilities and mvestment .
-.of the United States.._....... 29, 710, 266. 81 30,037, 797.70

1 Net surplus to be returned to the general fund of the Treasury during-the fiscal year 1954,

Improvements in organization and management

Orgampatwnal changes.—A. number of orgamzatlonal changes were
made in the Bureau during the fiscal year 1953. The principal -
changes are described briefly in the following paragraphs.

Several. years ago the General Accounting Office proposed trans- .
ferring to this Bureau the auditing activities of the Bureau of the
Public Debt. Acceptance of -the plan was deferred at that time:
However, upon establishment of the internal audit program in this
Bureau, the recommendation was again considered and this time it
was approved. The transfer was effective on June 7, 1953, in accor-
dance ;mth Treasury Department Order No. 174. (See exhibit on
p. 305.

During 1953 this Bureau and the Secret Service jointly recom-
mended the transfer of the guard service of the Bureau’s facilities from
the United States Secret Service to the Bureau of Engraving and
Printing. The purpose of this recommendation was to transfer the
cost of certain guard force activities to the Bureau of Engraving and
Printing. . Responsibility for ‘annual inspections to determine the
adequacy of the guard force was retained in the Secret Service. The
recommendation was approved and put into effect on July 1, 1953, in
accordance with Treasury Depdartment Order No. 15 as revised on
May 14, 1953. (See exhibit'on p; 270.)

The most extensive reorgamzatlon 1nvolved ’ohe formatlon of a new

273013—5 4——8
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staff office -entitled, “Office of Administrative. Sérvices.” = Although
the changes were announced during the fiscal year 1953 they were to
be effected during the period: from July 1 through September 1953,
Transferred to the newly created office are: Materials management,
guard force, mail and files, tours for visitors, elevators, messengers,
reports and correspondence, plate vault, transportation, buildings and
grounds, telephones, lockers, records management, duplicating serv-
ices, and the mncinerator and waste paper baling forces. This reduces
the number of divisions which have been reporting directly to the
Associate Director; and centralizes the management of purchasing,
storage, transportation, and housekeeping activities of the Bureau.
Other organizational changes involved the consolidation of. the
former Orders Division into the Office of Planping, the placement of
the Press Register Division under-the Internal Audit Section in the
Office of Budget and Accounts, and the renaming of the Ink Making
Division, the “Ink Manufacturing and Testing Division.”
. Establishment of committees.—Three committees, representing ad-
ministrative management, production planning, and employees, were
formed during the fiscal year 1953. ' These committees provide a
means of maintaining a review of operations and. of developitig recom-
mendations for improvements. ' o
. ‘The Management Advisory Committee, -consisting of the chiefs of
the staff offices, was established. in September 1952, This committee
studies overall management problems and develops recommendations
for their solution. Some projects in which the committee partici-
pated during the year include: (1) The 18-subject currency program
and its implications in relation to manpower, savings, and equipment
requirements; (2) long-range planning for maintenance and replace-
ment of equipment; and (3) reorganization-of the Bureau. '
Shortly after the issuance of the Secretary’s memorandum of
February 4, 1953, curtailing appointments, an Employee Advisory
Comimittee was established. Members represent union, employee,
and supervisory groups. The ¢ommittee was assigned to review the
Bureau’s manpower practices and to recommend improvements in
employee utilization. One adopted suggestion was the staggering of
working hours, which enables employees who prepare work for others
to report for work ahead of those they serve. Conséquently the full
time of each is used to greater advantage. o ‘ ‘
The Production Advisory Committee, comprising division superin-
tendents, was formed during June 1953 primarily to providé maximum
coordination of production activities. An expected by-product is &
greater spirit of teamwork among division heads as they gain under-
standing of problems crossing division lines and appreciation of their
contribution to the overall management. ™ o :

Operational improvements

18-subject currency program.—The program to convert printing of
currency from 12 to 18 subjects per sheet (described in last year’s
annual report) has been the focus of the Bureau’s development pro-
gram-: throughout- 1953. By the end of this year, 60 percent of the
currency. printing presses were equipped with, 18-subject plates. In
addition, the machinery used in related operations (wetting, trimming,
sizing, and overprinting) had been .converted to. accommodate the
larger size of sheet. Printing of 12-subject sheets will stop altogether
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in September 1953 and complete conversion of all associated mecham-
cal-equipment will be' completed by January- 1954. . Reductions in
force of nearly 1,380 employees began in April 1953 and will be com-
pleted early in 1954. Savings during the fiscal year 1953 from. this
program amounted to $454,000. On.an annual basis, the total savings
resulting from this program -are estimated to amount to $4,085,000.

The only machines which could not be adapted to accommodate
the larger sheets were .the overprinting presses. Early in 1953 new
rotary typographic presses were designed to operate at greatly in-
creased rateés of speed. Since their use by the Bureau would lead to
further economies, a contract’ was awarded for 16-sheet-fed, 2-color
presses of this type for delivery in 1954. When the rotary presses
become available, the flatbed overprinting presses used i in the mean-
time will be diverted to other printing. o

In addition to the overprinting: presses, -a number of other 1bems
had to be procured for the 18-subject program. One employee was
assigned to spend full time expediting contracts for. this equipment.
Requisitions. for paper-cutting machines and currency-numbering
machines were processed and machinery delivered in 20 days, s pro-
cedure which ordinarily would take six to eight weeks.. The: takeoff
and delivery devices were received four to five weeks ahead of sched-
ule. In addition, various items were obtained in some cases from
several different firms in partial deliveries in order to mamtam regular
installation of the equipment.

One means of expediting this program was believed, to be the nego-
tiation of contracts directly with known suppliers rather than the
issuing of invitations to bid. 'The Treasury Department granted this
authority to the Bureau in Treasury Department Order No. 155,
dated -August-22, 1952. (See exhibit on p. 293.) Two negotlated
contracts resulted in equipment deliveries in one-third or one-fourth
of the time that would have beén required under the former procedures.

The 18-subject procedures have resulted in an increase in the out-

put of each plate printer on 18-subject currency presses by 50 percent.
At the same time there has been a decrease in the estimated produc-
tion requirements for the fiscal years 1954 and 1955. These. two fac-
tors have resulted in a surplus of plate-printing personnel.
. Printing.—The possibility of developing a nonoffset black mtagho
ink was discussed in the 1952 annual report. It was expected that
an ink could be developed for the printing of currency faces which
would yield savings equal to those realized from the introduction of
nonoffset green ink for the printing of currency backs. Durmg the
year a number of modifications and improvements were made in the
formula. The first experiment of the nonoffset black ink on a produc-
tion basis was made in July 1952, and the ink has been m use as
standard procedure since N ovember 1952.

With the use of nonoffset ink thé currency sheets could be removed
and stacked mechanically one on top of the other, This was achieved
during the year through the installation of automatic takeoff and
delivery devices. on all currency face presses. ‘Thus the printers/
assistants who had been performing this work manually became sui-
plus.. It was through reductions in force of these assistants and others
‘that savings, already reported in. connectlon with, t,he 18-sub]ect pro-
gram, were reahzed . i
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" The use of automatic takeoff and' delivery devices- on ‘currericy
presses suggested their use on bond presses. A total of 25 such units
were ordered and by the end of the fiscal year 1953 they had been re-
ceived and placed in operation. =

The advances in rotary press operation which have been achieved
- on the experimental web-fed rotary press in recent years were demon-
strated during 1953 in the production of the International Red- Cross
commemorative postage stamp. The basic design of the' stamp was
printed by the wet intaglio process, and a second color was overprinted
typographically with rubber plates ‘Special heat-set inks were de-
veloped. for use in both types of prlntlng Printing started- October
13 and was cofopleted in February 1953. On several occasions the
press produced over 20,000 sheets in a 9-hour day, compared with the
regular press output of 9 ,300 sheets in the same amount of time. -

Mechanical innovations—The development of completely - auto-
matic feeding devices for 12-subject sheets of currency was carried on
early in the fiscal year on a pilot model.. However, when'the 18-subject
program was undertaken, it was necessary to devise & feeder which
could accommodate the larger size of sheet.” For this purpose a suit-
able pilot model was manufactured and this device was received in
the Bureau in November 1952. After extensive evaluation studies
it was found to be satisfactory and an order was placed for 226 produc-
‘tion units. Delivery on this order will start in July 1953 and will be
completed in February - 1954
"Procedural improvements

A large number of methods and procedural 1mpr0vements durmg
the year made possible absorption of a heavier workload with fewer
employees.

In the engraving and plate manufacturmg operations procedural
improvements resulted in adding wearing qualities to the finished
plates, safety of working conditions for.employees, and speed of oper-
ations, etc: -Included were: Elimination..of one time-consuming
,examlnat,lon of new plates by the plate finishers; development of fur-
ther uses for a new type of deep etch hthographlc plate, called a
“lithure’” plate, with & chromium surface, which is particularly adapted
to long running jobs; _development of mechanical means of raising
plates from hot cyanlde in the hardening process, and lowering the
plates into the oil quenching tank; development of a new method for
hardening which results in shghtly harder plates, with less warping;
rearrangement of space and facilities in the photohtho section; and
installation of a ventilation system in the electrolytic section to carry
iron oxide out of the air.

Currency examination operatlons were improved by training super-
visors in the cost of processing the work and in reducing spoilage; re-
lieving supervisors of routine checking and counting of work; prov1d1ng
larger examination tables for examiners on 18-subject Work and the
inauguration of improved drying conditions with a resultmg decrease
in spoilage. Two new tying machines, designed to exert up to 1,000
pounds of pressure, flatten the prmted sheets and thereby i Improve sub-
sequent s1z1ng operatlons

late-printing operations were 1mproved during the. year by several
means. Manpower use was rescheduled. A revised method of
printing bonds also resulted in some savings, and a-number of mechani=
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cal improvements were made in rotary press operations.. Savings
from these improvements in 1953 amounted to $15,190. On an
annual basis, they would total $35,600.

_ The division engaged in surface prmtlng and processmg operations
printed 6.5 percent more impressions during 1953 than in 1952. At
the same time the working force was reduced by 80.. Although the
most extensive procedural changes were made in connection with the
18-subject .currency overprinting operations, a number of mechanical
and administrative improvements were made in connection with
printing and processing other classes of work. An example was the
installing of hydraulic elevators beside cutting machines which are
used to process offset printed cigarette stamps and -miscellaneous
work, thus keeping the printed work at a convenient height for the
cutting machine operator. Identifiable savings in the fiscal year 1953
amount to approximately $31,778. On an annual basis these savings
are estimated to be $40,000.

Improvements in ink manufacturmg and testing centered on devel-
opment of nonoffset black intaglio ink, the acquisition of new machin-
ery, and a reduction in the amount of Waste ink,

. Materials management was directed primarily toward procuring
and expediting delivery of items required for the 18-subject program.
In addition, a.number of other changes improved the work. Suppliers
of cutting blades were invited to see the-application of their product
in the Bureau, with the result that one supplier on the basis of a
closer understandmg of requlrements was able to quote a bid of
$5,000 lower than the price prev1ously paid for these blades. A
cychcal basis for conducting physical inventories was developed; and .
a number of economles in materials and methods were initiated.

Personnel programs and activities =~

' The total number of employees on the rolls at the beginning of the
ﬁscal year was 6,176. There were 65 appointments and 561 separa-
tions, leaving a total of 5,680 on the rolls as of June 30, 1953,

An inspection report of personnel functions was recelved in October
1952 from the Civil Service Commission. Favorable comments were
made in the report on such matters as the extent to which this Bureau
had carriéd out the principle of delegation of authority, elimination
of duplicate records, and publication of written policies. The report
emphasized the accuracy of personnel transactions. In their summary
the inspectors commented favorably on the progress made in-devel-
oping the Office of Industrial Relations as a staff office.

The study of unscheduled absences, which was begun last year on
a trial basis, was continued during the fiscal year 1953, for the purpose
of analyzmg absenteeism data, identifying the chronic leave offenders,
and determining. the effects. of employee education in reducing absen-
teeism. Reports for March through June 1953 showed a decrease in
the rate of lost time from correspondmg periods in 1952 of 0.67 percent
representmg a.saving of 3,050 man-days.

The second annual survey of production division leave records was
made ‘during . the -period from Febuary to May 1953, and lists of
employees :-whose records showed the largest number of unscheduled
absences were submitted to division superintendents for investigation,
and if warranted, dlsmplmary action. Durmg the survey, meetmgs
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were held with employee groups to explain the purpose of ‘the attend-
ance survey, discuss effects of the absenteelsm problem and to gam
their cooperation in reaching a solution. -

Wage adjustments affecting approximately 4,076 unclass1ﬁed em-
ployees (3,600 noncraft subjourneyman and 476 trades and crafts),
and amounting to approximately $504;986.80 per annum ($374,400
noncraft and $13,0,586‘80 trades and crafts) ‘were made to meet the
increases in wage rates granted by the Government Printing Office
for job classifications which have been determined to be:comparable
to jobs in this Bureau.

Executive and supervisory training programs conducted during the
year included: A series of 10 conferences for the 20 supervisors-in the
Office of Budget and Accounts; training of a junior management
-assistant followed by his appointment as an orgamzation and methods
examiner in the Office of Planning; sponsoring of the Superintendent
of the Postage Stamp Division for the career development program
for administrative officers; and initiation of a publication entitled
Atds to Supervisors, which contains materials emphasizing the human
relations aspects of supervision. Conference training was used widely
at both staff and division levels, and has proved to be an effective
means of supervisory and executive-development, as well as promoting
broader understanding of management policies and production plan-
ning. Whenever practlca,ble emplovee : Eroups--are . represented at
such meetings.

“Continuing efforts of the Bureau’s Executive Safety Council were
reflected in the reduction of the accident frequency rate! from 14.82
in 1952 to 11.74 in 1953. Safety training included a 10-week course
for 140 supervisors; on-the-job training for plate printer apprentices;
a series of safety training conferences for superintendents, chiefs, and
their assistants; and first aid training for 61 employees. Civil defense
training was prov1ded for Wardens rescue, fire, and utility squads.
A bulletin entitled “Safety News” was first issued in November 1952
and monthly thereafter.

Continuing publicity of the employee suggestion program during
the past year has resulted in a 20 percent increase in the.number of
suggestions received. In 1952 there were 323 employee suggestions
submitted, and in 1953 there were 388. Of the total number sub-
mitted, 44 were adopted, with cash awards of $1,200 going to nine
employees Savings aceruing from these suggestlons in 1953 amounted
to $42,400. On an annual basis these savings amount to $37,790.

Long-range improvement program

Numerous experiments were conducted on the web-fed rotarv press
during 1953 in recognition of the need to replace outmoded production
presses now used in the printing of postage stamps. The experimental
web-fed press has made possible the development of equipment capa-
ble of printing stamps in one and in two colors. Through continued
research it is anticipated that the Bureau will attain high quality work
at increased speeds on the web-fed rotary press, and eventually will
produce postage stamps more economically than at present.

Experiments are being conducted on a pilot model sheet-fed rotary
1ntagho press for printing currency and other securities.

1The number of disabling injuries per 1,000,000 man-hours worked.
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New issues of stamps

‘Orders were received and dies were engraved for new issues of postage
stamps as follows :
'1 : .
i Denomi- -
. : Issue nation
[ ' : : (cents)

l()Oth Anmversary of the American Society of - le Enzineers Commemorative, Series 1952__
B500th Anniversary of the Printing of the First Book, The Holy Bible, from Movable Type
Commemorative, Series 1952. . ....._.._
Women in Qur Armed Services Commem rative, Series 195!
Newspaperboys of America Commemorative, Series 1952
International Red Cross Commemorative, Scries 1952. .
Ohio Statehood Commemorative, Series 1953 ...
National Guard Commemoratlve, Series 1953 ... -
Washington Territory Commemorative, Series 1953
Louisiana Purchase Commemorative, Series 1953 .......___...._..
50th Anniversary of Aviation, Air Mail, Commemorative, Series 1953
lOOtthnmversary of Commodore Perry s Negotiations with Japan Commemoratlve, Series
195!

Nt DWW WWRWL W

Other new issues of stamps produced durmg the year include the
$2 Federal Migratory-Bird Hunting Stamp, Series 1953-54, and a,
new $20 denomination of the Foreign Service Fee Stamp. Orders
were received and new plates were made for Puerto Rican bottle
strip stamps for spirits and wine, two series of cigarette stamps, eight
denominations of internal revenue stamps, and bottle strip stamps for
spirits, series 1953, in a denomination of ‘“less than % pint.”

Production

Deliveries of finished work durlng the fiscal year 1953 totaled
842,578,942, an increase of 7,879,207 items or approximately 0.94 per-
cent as compared with the quantlty delivered during the previous
fiscal year.. A comparative statement of deliveries of finished work
in the fiscal years 1952 and 1953 follows:

Sheets F I
ace value
Class 1953
1952 1953
United States notes....... 4,125,000 3, 596, 667 $164, 704, 000
Silver certificates. ..o oo iaaiiiaicaa- 129. 204, 000 95, 006, 000 1, 664, 596, 000
Federal Reserve notes_ . - -~} 63.043.000 €8, 562. 222 | 14, 205, 000. 000
Total. e cmecmceameccasceacececmmecea———- 196,372,000 | 187,164,889 | 186.034, 300. 000
Bonds, notes, bills, certificates, and debentures:
Bonds:
Postal savings_ .. oo ieenneas 2.070 690 199, 000
Treasury o soceacee- 678, 458 792,625 | 17,963, 820, 000
United States savings... 80, 545 000 | 104,877,000 | 17,637,375,000
ST oTe7S3 178 o N RSP RN : 5000 | oooeeoees
Consolidated Federal farm Joan for the 12 Federal
Not intermediate credit banks. - o ooooeciiiail. 100, 900 53,000 410, 210, 000
otes:
Treasury, modified new design 10 coupon. ........_. 66,775 231,000 | 22, 386,000, 000

’I‘rea}ssury savings, 1940 Eagle design:

.............. 3,300 | 3,300.000,000
............. 282,000 | 17, 648, 000, 000

59. 000 20.000 200, 000, 000

980 3,881 | eeeis

bil 1,072, 400 1,331,000 | 126, 690, 000, 000
Certificates: ]
Indebtedness, new design............_ - 946,100 502,620 | 29, 210, 000, 000
Military....._. - 1,032,000 feemmmumemeo e ccecanaaas
Postal savings ......................... . 1, 029, 500 1, 561, 500 1, 200, 767, 750
(0247 1,000 |- FL5) N PR
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Sheets -
: 'ace value
. Class s Toss
1952 1953
Bonds, notes, bills, certificates, and debentures—Con,
Debentures:
Collateral trust of the Central Bank for Coopera-
iv R e e T8 T 11, 900 $155, 000, 000
intermediate credit.banks 73,000 { 1,150, 000,000
Federal  Housing ~ Adn
insurance. ... 9,410 94, 100, 000
Title I housing insurant e 1, 500 2. 150. 000
Housing insurance fund._.__ 4,000 19. 490, 000
Military housing insurance fi 2,000 9. 995. 000
National defense housing insuran 2,000 9, 495, 000
Mutual mortgage insurance fund.____. 1,450 5, 095, 000
Specimens:
onds. . 418 3, 426, 225
Notes..._- 31 24,000
Certificate: 8 3,000
Debenture: 16 310. 000
BilS. o e e el 1 1,000
TOtA). et eecicicc e rere e mm—————— r 85,616,122 | 109, 765, 581 | 238, 095, 460, 978
Number of
stamps, efc.
Stamps: 1953
Customs. ... 562, 000 1,774, 500 10. 245, 000
Internal revenue:
To offices of issne. . ..._.__.___ 302,719,827 | 304,961, 560 | 23,083, 338, 089
Obsolete stock delivered to C .
ternal Revenue for destruction 10, 552, 040 488, 387 -17, 787,368
SPecimens. -« oo iiomecenncceaceemnececassemeae|ae et R
 Puerto Rican revenue. 1, 463, 611 1, 470, 683 98,112,825
.Virgin Islands revenue... 180 600 60, 000
gni:ed States war savings. 246, 077 936, 340 97,474, 650
ostage:
United States..... 210, 456, 621 216, 235,976 | 23, 225, 144 465
Specimens, United 18 9 184
Canal Zone........... 17, 250 56, 600 . 5, 660 000
District of Columbia beverags 1,022, 400 897, 900 44, 895 000
Federal migratory bird hunting. 21, 325 66, 375 7, 434, 000
Foreign service fee 15, 904 3 1, 980, 600’
Passenger baggage e 840, 000 [O 1 ETSR
- Slaight lock seals_. 3,704 17, 408 500, 032
01 7 SN 527,62),957 | 526,926,144 | 46, 592, 633, 637
Miscellaneous:
hecks. .. 12, 805, 709 10, 660, 638 53, 345, 390
Certificates. 1, 840, 990 1,809, 714
Commission: 218, 736 742. 468
Diplomas. 953 5,201
Drafts. . ccoeeemaeaaas 230 P
Government requests f 785, 320 35 1,083,675
Other miscellaneous.- 9, 134, 809 5, 2«2 457 5,272,457
Speeimens_ ..o ouee. 589 25 : 1
Military payment orde 3, 300 15,000 75, 000
Total ... 24, 790, 656 18,722.228 62. 334,120
Grand-total._. r 834,699,735 | 842,578,942 |ccuceeaoiaaan
- * Revised.

1 Passenger baggage included in customs in fiscal year 1953.

I . P
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Fiscal Service _BUREAU OF ACCOUNTS

The Bureau of Accounts performs numerous fiscal functions, most.
of which are pursuant to specific-provisions of law or executive orders
and are Government-wide in scope.

-The Bureau issues warrants of the Secretary which establish, on the
books of the Treasury and the individual departments or agencies
concerned, appropriations made by the Congress; maintains the
central accounts of the Government for receipts, appropriations, and
expenditures; covers moneys into the Federal Treasury and authorizes
their withdrawal; and prepares various reports on the results of the
financial operatlons of the Government. The financial reports include
the Combined Statement of Receipts, Expenditures and Balances of the
United States Government, submitted annually to the Congress; the
Annual Report of the Secretary of the Treasury on the State of the Finances
to Congress; the Treasury Bulletin published monthly; and various
other periodic and special reports compiled for use within thé Gov-
ernment or as a matter of public information: The Bureau also

- provides technical direction and certain data required in the compila-
tion and pubhcatlon of -the Daily Statement of. the Umted States
Treasury.

The Bureau performs the d1sburs1ng function with respect to the
civilian agencies of the executive branch of the Government, with a
few exceptions, such as the Post Office Department and certain corpo-
rations. Related functions include the receipt and deposit of collec-
tions, the handling of the claims of payees for reissuance of lost,
destroyed ‘stolen, or mutilated Government checks, and the i 1ssuance
of savings bonds ‘under the Federal Payroll Savmgs Plan. ’

Other responsibilities of the Bureau include the performance of
operations relating to the designation by the Secretary of the Treasury
of banks gs Government depositaries and fiscal agents; supervision of
the Federal depositary system including deposit of withheld income,
social security, railroad retirement, and excise taxes; the handling of
investments of various trust and other funds for the Secretary of the
Treasury; the maintenance of.records relating to- transactions of
Government corporations and agencies with the Treasury and their
authority to borrow from the Treasury, and loans made to such agen-
cies; the negotlatlon of loan agreements with the various corporations
and’ agencies; approval of surety bonds and determination of under-
writing quahﬁcatlons of surety companies authorized to do business
with the United States; the accounting, billing, and collecting for
lend-lease articles transferred and surplus property sold to foreign
governments; the liquidation of certain terminated agencies; and the
handling of various claims under provisions of congressional leglsla,tlon
including settlement of claims in connection with shipments of valu-
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ables under the Government Losses in-Shipment, Act and payment of
international claims.

~ The Bureau also furiishes technical assistance on accounting sys-
tems, procedures, and fiscal internal audit to the bureaus -of the
Treasury Department and participates at- the departmental level, in
the Joint Accounting Program of the Secretary of the Treasury, the
Comptroller- General of the United States, and, the Director of the
Bureau of the Budget for the improvement of overall Government
accounting and financial reporting. ‘ '

Realignment of functions ) . .

In order to carry out certain requirements of the Budget and
and Accounting Procedures Act of 1950 (31 U. S. C. Supp. V, 66-66¢)
and to effect improvements in central accounting and financial report-
ing, the organization structure of the Bureau of Accounts was re-
aligned, effective January 4, 1953, by Treasury Department Order
No. 164, dated December 12, 1952. (See page 298 of the exhibits.)
The Bureau now consists of the Office of the Commissioner of Accounts
and six divisions, as follows: Division of Central Accounts, Division of
Central Reports, Division of Deposits and Investments, Division of
Disbursement, thé Accounting Systems Division, and the Adminis-
trative Division. : :

Transfer of functions to Bureau

Certain responsibilities which were formerly functions of the Office
of the Technical Staff were transferred to the Bureau of Accounts by
Treasury Department Order No. 170-1, dated February 27, 1953.
(See page 304 of the exhibits.) These comprise preparation of the
Annual Report of the Secretary of the Treasury and the Treasury Bulletin
and the functions and reésponsibilities of the Government Actuary.
This official has been designated to render technical assistance to the
Committee on Retirement, Policy for Federal Personnel in its current
study of Government retirement systems under the act, approved
July 16, 1952 (66 Stat. 722-723). ‘

Accounting, reporting, and related fiscal matters ' .

- Major effort was directed during the year to developing within the
Treasury the necessary framework for carrying into effect the long-
range objectives of the Budget and Accounting Précedures Act of
1950 (31 U. S. C. Supp. V, 66-66¢) related to central accounting and
reporting. Other projects included a continuation of work on account-
ing systems of Treasury bureaus and work of Government-wide fiscal
character. Theachievementsaredescribed in the following paragraphs:
Government central accounting and reporting.—An overall program
for improvement of the Department’s accounting for the Government’s
receipts and expenditures and related cash operations was developed
jointly by the Treasury Department and the General Accounting
Office. It consists of progressive steps to improve the accounting, and
to provide simplification, better accounting results, and improvements
in the internal synchronization of the accounts of the Treasury, and
integration with the accounts of the administrative agencies.
Three steps were taken during fiscal 1953 for implementation of
the program. The first was the realignment of the organization of
the Bureau-of. Accounts pursuant-to Treasury Department Order No.
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164, dated December 12, 1952, described before. The order estab- |
lished s Division. .of Central Accounts into which were. consolidated
the accounting for. recelpts by sources and the accounting for expendi-
tures by appropriations which previously had been performed by the
Division of Bookkeeping and Warrants and the. Division of Disburse-
ment. Physical merger of the facilities- of the two organizational
units was effected on July 1, 1953. The order also established a
D.vision of Central Reports Whlch as now constituted, .represents,
an operating.center in the Treasury for the. preparation of central re-
ports of the Government. Among other things, the order-also placed
on the Commiissioner of Accounts responsibility for the development
and administration of fiscal internal auditing regulations to be ob-
served by the several bureaus of the Treasury Department.

The second step in the program was the issuance -of Treasury
Department-General Accounting Office Joint Regulation No. 4 of
June 30, 1953. This regulation waives the requirements of existing
law that appropriated funds be requisitioned and advanced to dis-
bursing officers by accountable. warrant. = (See exhibit 50:) The
regulation contemplates certain improvements, including the eventual
maintenance of disbursing officers’ checking accounts for the drawing
of checks on the Treasurer of the United States solely on the basis.of
credits established by administrative action of the Treasury Depart-
ment within"the aggregate;of appropriations and funds administered
by the agencies for which such officers disburse; and the maintenance
of checking accounts in relation to dlsbursmg stations rather than
accounts for individual incumbent disbursing officers. -

The third step was the issuance of Department Circular No. 926,
dated June 30, 1953, which provides for accomplishing 1mmed1ately
the maintenance of check-ing accounts. by disbursing stations. (See
exhibit 51.)

“In the area of central financial reporting, initial steps were under-
taken to secure improvements in the source data and reports of the
receipts and expenditures of the Federal Government. A survey
was made by ‘a joint working group, the Treasury, the General Ac-
counting Office, and the Bureau of the Budget, of the needs of im-
portant. users- of the daily Treasury statement and a report was
submitted which coveréd significint recommendations for changes in
the content and format of this statement. Revisions were made in
the format effective July 1, 1953, which resulted in savings in
printing costs. Studies were made of other Treasury publications
W%lch will serve as a basis for developing future proposals for i improve-
ment

Government-wide fiscal matters.—Action was taken during the year
to carry out the provisions of the act approved July 17, 1952 (66
Stat. 765), relating to the withholding of State and Territorial income
taxes from compensation of Federal employees. Regulations govern-
ing such withholding were issued under Department Circular No. 918,.
dated November 21, 1952.  (See exhibit 53.) The staff also partlcl-
pated in the development, of procedures and forms for extending the
depositary receipt system to provide for inclusion of certain Federal
excise taxes, effective July 1, 1953.

Projectss of..Government-wide scope under the Joint Accountmg
Program, involving participation-of the staff, included studies relating .
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to the Federal civilian payroll system ‘and ‘the ‘use of Govérnment
transportation requests; and, the extension ‘of the use of punch card
checks in lieu of the paper form of check in use in someé. agencies.

Accountmg and internal audit systems of the Treasury Department.—= -
The accountihg systems: staff. of the Bureau of Accounts contmued
to give technical assistance to the Internal Revenue Service in effecting
improvements in the internal revenue accounting and processing
operations; made surveys and prepared reports of findings and recom-
mendations with regard to the accounting systems of the Office of
Administrative Services and the United States Secret Serviee; effected
improvements in the Bureau of Accounts relating to- administrative
accounting and related payroll operations and the accounting related
to the various investment, trust; and deposit fund accounts main-
tained for the Secretary of the Treasury, made extensive factual
studies of the relationship between the accounting and budgeting
processes with respect to administrative expense appropriations of
the various Treasury bureaus; and developed a regulation which
establishes requirements and fixes responsibility with respect to fiscal
internal auditing in the Treasury Department (Departmeént Circular
No. 924, dated June 24, 1953, see exhibit 52)..

O'hanges in the Dazly Statement of the United States Treasury and

Treasury Bulletin.—During the fiscal year 1953, ‘the methods of
reporting transactions and the format of the daily Treasury statement
did not change. Effective July 1, 1953, however, in the interest of
economy, the statement was issued in condensed form except for the
last day of each month. The statement for the last ‘of each month
contains substantially the same data as héretofore; inéluding & classi-
fied statement of the outstanding public debt and guaranteed obliga<
tions, which was published formerly in the statement for the first of
each month.
" The comparative tables showmg detailed classification’ of receipts
and expenditures by months and & statement showing the status of
appropriations are published quarterly instead of monthly. They
appear in the mid-month next after the close of the preceding quarter.
The ‘special tables relating to the social security programs, which
were formerly published monthly in the daily Treasury ‘statement,
and in the Treasury Bulletin, are publisbed quarterly in the Bulletin,
effective with the issue of September 1953 but carry the’ data by
months. . The corresponding information is omitted” from the dally
Treasury statement.

Quarterly balance sheets of Government corporations and certain
business-type activities of the United States Government, which
previously were published quarterly in the daily Treasury statement
and semiannually in the Treasury Bulletin are now published quarterly.
in the Bulletin beginning with data for June 30, 1953 (October issue).
The Bulletin carries the full detail formerly shown in the daily state-
ment with the addition of business-type activities not shown sepa-
rately there. Data on income and expense and source ‘and ‘application
of funds of these agencies continue to be published in ‘the Bulletin at
six-month 1nterva1s with the list of activities correspondlng with that
for balance sheets. - .
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General operations and management improvement

The operations of the Bureau durmg the fiscal year. 1953 are

described in the following paragraphs.
. Disbursement operations.—The Division of Disbursement maintains
26 regional . disbursing offices in the continental United States and
territories -and. other disbursing facilities providing disbursing and
related services for over 1,900 central and field offices of more than 40
Govemment departments, agencies, and corporations.

‘Management planning-in the utilization-of manpower, conservation
of materials, improvement of accounting and examining procedures
development of new techniques, and other miscellaneous improve-
ments resulted in savings of $815,559 during the year, which are
included in total management savings of $888,282 for the Bureau of
Accounts. as stated on page 111,

The number of payments, collections, and savings bonds issued by
the Division of Disbursement during the last two fiscal years are as
follows:

Nurber
Classification -
1952 . 1953

Payments (checks and cash) )
ST TN LTIV o 4 P 53, 841, 576 57, 895, 321
Veterans’ benefits______.___ - 68, 731, 512 63, 963, 834
Special dividend program.. 7,613,719 3,877,925
Taxrefunds._..._._____.___ - 28, 935, 941 . 33,197,128
Other . . e —— 30, 420, 622 * 31,437,362
Collection items_ - s 6,136, 741 6, 658, 509
Savings bonds 1ssued to Federal employees in payroll savings plan........... 2, 440, 387 2, 570, 551
7 ) I 198,120, 498 199, 600, 630

Federal depositary system.—During the fiscal year 1953, a procedure
was developed and arrangenients were made whereby, effectlve July 1,
1953, taxpayers who are liable to pay certain Federal excise taxes are
requlred to ‘deposit_such taxes each month, accompanied by a de-
positary receipt for Federal excise taxes, with a Federal Reserve Bank
or a qualified depositary for Federal taxes when their liability for
each such month exceeds $100; for the ‘third month of a calendar
quarter, taxpayers having a hablhty of over $100 have the option of
remitting directly to the appropriate Director of Internal Revenue,
in lieu of making such deposits with a Reserve Bank or depos1tary
This procedure is an extension of that already in effect-with respect to
withheld income taxes, social security employment taxes, and rail-
road retiréement taxes. Depositaries for Federal taxes were not re-
quired to requalify in order to accept Federal excise tax deposits, and
such deposits are eligible for deposit in the Treasury tax and loan
accounts of qualified depositaries. Heretofore, taxpayers who were
liable to pay Federal excise taxes were requlred to remit the total
amount 6f tax due to directors of Internal Revenue at the time they
filed their monthly returns applicable to such taxes. Extension of
the depositary. receipt system to include certain Federal excise taxes
was effected in conjunction with . changés in the method of filing
Federal excise tax returns, prescubed by the Internal Revenue Serv-
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ice, whereby several excise tax return forms were consolldated in a
smgle return to be filed on a calendar quarter basis rather than a
monthly basis as heretofore.

Government losses in shipment.~—Government departments and
agencies reported shipments made under coverage of the Government
Liosses in Shipment Act, as amended (5 U. S. C. 134-134h), valued
at $495,215,634,851 in the fiscal year 1953 as compared with $516,-
192,569,299 in the fiscal year 1952. Payments from the fund durlng
the year, recoveries, the amount of estimated insurance premium
savings to the Government, and other information concerning the
operation - of the self-insurance plan by the Government will be
found intables 101 to 105. 'On May 27, 1953, the Third Supplement
_ to . Treasury Department Circular No. 577 (Regulations governing
claims for replacement of valuables, or the value thereof, shipped
pursuant to the * Government Losses in Shipment Act,””) was approved.
Under this supplement, Government departments and agencies will
make a consolidated annual report of shipments instead of monthly
reports as heretofore. _

Investmients of trust and other funds—Under various provisions
of law, the Secretary of the Treasury is respons1ble for investing
certain trust and other funds. A summary of the various investment
accounts for which the Secretary is responsible is shown in table 45.

Surety companies.—The Secretary of the Treasury issues certificates
of authority to corporate sureties, making application and qualifying
under the act approved July 30, 1947 (6 U, S. C. 8), to execute bonds
in favor of the United States. Form 356, Revised, listing companies
currently holding certificates of authorlty is pubhshed annually by
the Treasury as of May 1.

Form 356, Revised, dated May 1, 1953, contained the names of 144
companies holding certificates of authority, qualifying them as sole
sureties on recognizances, stipulations, ' bonds, and undertakings
permitted or required by the laws of the United States, to be given
with one or more sureties. In addition, there were 10 companies
holding certificates of authority to act as reinsurer only on bonds in
favor of the United States. Eleven new companies were issued cer-
tificates of authority to act as sole sureties during the year and the
authority of one was revoked. Two mnew companies were issued
certificates of authority as acceptable reinsurers only under Treas-
ury Circular No, 297.

The Treasury approved a total of 89,436 bond and consent agree-
ments during the year, which was an increase of 19 percent over 1952,
The increase, to a large extent, resulted from the bonding of personnel
of the Bureau of Internal Revenue, incident to the reorganization
of that Bureau.

Deposits by Federal Reserve Banks under Section 16 of the Federal
Reserve Act, as amended.—During the fiscal year 1953, there was de-
posited into the Treasury as miscellaneous recelpts by the Federal
Reserve Banks the sum of $297,715,406, representing interest levied by
. the Federal Reserve Board under Section 16 of the Federal Reserve

Act, as amended (12 U. S. C. 414), on the basis of the amount of
Federal Reserve notes in circulation. This compareés with $277,651,923
in 1952. Comparable total amounts depesited in prior yearsy com-
mencing with 1947, will be found on page 555 of ‘the 1952 annual
report. .



. ADMINISTRATIVE - REPORTS =~ - 111

© Management improvement.—Savings from management improve-
ments éffected during the year amounted to $888,282 or over 6 percent
of the appropriations made-available by Congress for administrative
expenses of the Bureau. These savings are reflected in the unobligated
balances of appropmatlons amounting to over $1,100,000 turned back
to the Treasury.

Improved accounting machines and machine accounting procedures
use of certified schedules of payments in lieu of individual vouchers,
realignment of functions involving consolidation of offices into a
smaller number of units, and close control of producmon and costs
accounted for the major share of savings.

The incentive awards and work s1mphﬁca,t10n programs resulted in
savings of about $24,000. A group award of $255 was made in con-
nection with a suggesmon which resulted in a more economical method
of reproducing the “‘Digest of Appropriations.” :

The effectiveness-:of the management 1mpr0vement program is
evidenced by the results achieved. While generally the volume of
work has increased, the Bureau payroll has been reduced by more than
1,100 employees since July'1, 1947, the beginning of the first fiscal year
after the close of the war. As an instance of the increased efficiency
with which operations are carried on, the production rate per employee
in the Division of Disbursement has increased from 46 ,000 to 75,000
items per year over the same period. Despite increases of salaries and
prices of supplies, matenals and contractual services, the unit cost for
checks issued decreased % cent from 6% cents to 5% cents .

Treasury loans, capital subscriptions, donations, interest, and dividends

Mutual Security Agency —Pursuant to Reorganization Plan No. 7
of 1953, effective. August .1, 1953, the Mutual Security Agency was
abolished and the Foreign Operamons Administration was established.

In accordance with the reorganization plan and Executive Order
No. 10476, dated August 1, 1953, the Foreign Operations Administra-
tion and the Director of the Administration were made the SUCCEssOrs, -
respectively, of the Mutual Security Agency and the Director for
Mutual Security, except as otherwise provided in the order.

The Treasury had accepted loan notes amounting to $1,212,054,316
and guaranty notes amounting to $200,000,000 from the Administrator
of Economic Cooperation and the D1rector of Mutual Security Ad-
ministration as of June 30, 1953. These notes represent allocations
against which the Export-Import Bank, as agent for the Administra-
tion, may draw funds as needed. As of "June 30, 1953, $1,185,841,434
has been advanced against the loan notes, leavmg an unused balance
of $26,212,882 on loan notes. Advances of $3,542,389 have been made
agmnst the guaranty notes, leaving an unused balance as of June 30,
1953, of $196,457,611 on o"ueuanty notes. Repayment of $372,071 of
the amount drawn against the loan notes and repayment of $12,389
of the amount drawn against the guaranty notes left $3,530,000 of
loan notes and $1,185,469,363 of guaranty notes held by the Treasury'
as of that date.

Commodity Credit Corporation.—In accordance with the act of
Masrch 8, 1938, as amended (15 U. S. C. 713a-1), an appraisal of the
assets and liabilities of the Corporation is made each year by the
Secretary of the Treasury to determine its net worth. If the net
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worth is.less than $100,000,000, the Secretary.of the Treasury is to
submit an estimate and recommend that the. Congress appropriate
the funds necessary to restore the capital impairment.. If the net
worth is more than $100,000,000, the Corporation pays the surplus
to the Treasury. The Government Corporation Control Act (31
U. S. C. 851) requires the Comptroller General to furnish a copy of
the annual audit report to the Secretary of the Treasury and 1t is-
the policy of the Secretary in appraising the assets and habilities of
the Corporation to give consideration to the Comptroller General’s
findings. A statement of capital impairment, restoration of capital,
and payments to the Treasury is given in table 75.

As determined by the Secretary of the Treasury, the liabilities and
capital of the Corporation on June 30, 1952, exceeded the value of
assets by $96,205,161. Restoration of this amount which was author-
ized by Public Law 156, 83d Congress, approved July 28, 1953, makes
the net charge against the Treasury for impairment of capital from
inception of the Corporation, $2,591,124,823. ,

The Secretary of the Treasury, pursuant to the Department of
Agriculture Act of 1953 (Public Law 451, 82d Cong.) canceled notes
issued by the Corporation to the Secretary of the Treasury in the
amount of $193,402,782. Of this amount, $182,162,250 represents net
costs to the Corporation during the fiscal year 1951 for operations
conducted under the International Wheat Agreement Act of 1949
(7 U. S. C. 1641) and the remaining $11,240,532 represents funds
transferred and expenses incurred under the Agricultural Research
Administration through the fiscal year 1951 pursuant to authority
granted in the Department of Agriculture Appropriation Act of 1951
(64 Stat. 661) relating to the eradication of foot-and-mouth disease
program.

During the fiscal year 1953, the Corporation paid into the Treasury
$2,000,000 as interest on its capital stock. '

_ Reconstruction Finance Corporation.—Pursuant to the provisions of
the act of June 30, 1948 (62 Stat. 1187), the Reconstruction Finance
" Corporation deposited $113,071,857.04 into the Treasury as miscel-
laneous receipts during the fiscal year 1953, which represented re-
coveries less related expenses of national defense, war, and recon-
version costs. The act also authorizes the Secretary of the Treasury
to cancel notes of the Reconstruction Finance Corporation in an
amount equal to costs incurred by the Corporation subsequent to
June 30, 1947, for handling, storing, processing, and transporting
critical materials to stockpiles. No notes were canceled during 1953.
A statement showing all cancellations on notes of the Reconstruction
Fi{)llanCe Corporation and recoveries by the Treasury is shown in
table 76.

The Corporation also deposited $12,293,879.76 into the Treasury as
miscellaneous receipts during the fiscal year 1953, which represents
dividends on its capital stock as required by the act of May 25, 1948
(62 Stat. 261).

" Public Law 163, 83d Congress, approved July 30, 1953, ends succes-
sion of Reconstruction Finance Corporation on June 30, 1954, instead



ADMINISTRATIVE REPORTS . 113

of June 30, 1956, as contained in the Reconstruction Finance Corpora-
tion Act, as amended (15 U. S. C. 603 (a)). The act also ends the
Corporation’s power to make new commitments for Reconstruction
Finance Corporation loans on the 60th day after the date of enactment
of Public Law 163, dated July 30, 1953.

Donations and contributions—The total amount of donatlons
credited to the general fund of the Treasury during the fiscal year
1953 was $141,859. Included in this amount were 5 bequests to the
United States amounting to $113,344. “Conscience Fund” con-
tributions made to the general fund during the year, several of which
were in excess of $1,000, amounted to $64,198. Among conditional
donations to trust funds subsequently authorized by law, was a
donation of $36,015 to the Library of Congress which was deposited
in the Library of Congress Trust Fund, Permanent Loan Account.

~ International obligations

Credit to the United Kingdom.—Loans in the amount of
$3,750,000,000 were made by the United States to the United Kingdom
under the terms of the financial agreement dated December 6, 1945.
The agreement provides for repayments on the loans, together with
interest at the rate of 2 percent, to be made annually beginning
December 31, 1951.

The second annual payment was made on December 31, 1952, in
the amount of $119,336,250, of which $74,113,275 applied to interest
on the loan and $45,222,975 to principal. The indebtedness as of
June 30, 1953, amounts to $3,660,440,775.

Payments by Finland on World War I indebtedness. —During the
fiscal year 1953, the Treasury received $396,259 in payment of
Finland’s indebtedness under the funding agreement of May 1, 1923,
and the moratorium agreements of May 1, 1941, and October 14,
1943. The act approved August 24, 1949 (63 Stat. 630), provides
that the amounts paid by Finland after August 24, 1949, shall be
placed n a special account which shall be available to the Depart-
ment of State to finance educational and technical instruction and
training in the United States for citizens of Finland, American books
and technical equipment for institutions of higher education in
Finland, and participation of United States citizens in academic and
scientific enterprises in Finland. In accordance with the act, the
amount received was made available to the Department of State.

Indebtedness of World Wars I and II.—The indebtedness to the
United States from foreign governments arising from World War I
amounted to $17 billion, principal and interest as of July 1, 1953,
and the amount receivable under active agreements with fore1gn
governments in connection with World War II amounted to $2.4
billion as of July 1, 1953.

Excluding the amount of indebtedness of Germany, the principal of
which amounted to $1,225,023,750 on the basis of the par value of
the reichsmark as of June 30, 1930, the indebtedness of foreign
governments to the United States as of July 1, 1953, arising from
World War I amounted to $11,434,431,161 on account of principal and

2730183—54——9
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$5,571,335,463 on account of interest. Tables 112 and 113 show the
status of World War I indebtedness. :

Indebtedness to the United States from foreign governments
arising from World War IT amounted to $2,452,540,356 as of June 30,
1953. The indebtedness represents amounts receivable on lend-lease
settlement agreements (collections on which are being handled by
the Treasury), other lend-lease accounts, and surplus property sales
agreements. Included in other lend-lease accounts is $291,215,173
due the United States for the value of silver transferred to foreign
governments under the lend-lease program which is to be repaid in
kind. Table 114 shows this indebtedness by countries. Final settle-
ment agreements have not been reached with all foreign governments.

United States dollar collections made by the Treasury from foreign
governments for reimbursable supplies and services furnished under
Iend-lease and reciprocal aid agreements and surplus property sales
agreements negotiated by the Department of State during the fiscal
year 1953 amounted to $70,906,348, exclusive of items in suspense,
bringing the total dollar collections to $1,731,845,608 1.

During the fiscal year the accounts of foreign governments under
lend-lease and surplus property were credited with payments of foreign
currency which, at the time they were credited, had a total United
States dollar equivalent of $42,895,173. The payments of foreign
currency, from the inception of the lend-lease and surplus property
programs, reduced the amounts receivable by the United States dollar
equivalent of $196,957,485.

After making adjustments for credits reported by procuring agencies
during 1953, articles and services furnished under agreements as
authorized by the Lend-Lease Aect, as amended (22 U. 5. C. 412),
amounted to $50,232,386,071 between March 11, 1941, and June 30,
1953.

Post World War II indebtedness of foreign countries on United
States Government credits, asof June 30,1953, is shown in table 115.
. Foreign currencies.—The Treasury continued, during the fiscal year,

the operation of central facilities for the custody and disposition of
- excess foreign currencies that have been acquired by certain agencies
of the United States in connection with sales of surplus property,
lend-lease goods, Mutual Security Agency counterpart and guarantee
funds, and other operations in foreign countries. These currencies
are sold to various Government agencies for United States dollar
equivalent, and proceeds from such sales are deposited into the
Treasury as miscellaneous receipts. Such deposits for the fiscal year
1953 amounted to $37,932,905. In accordance with provisions for
educational exchange programs and for international information and
educational activities conducted between the United States and cer-
tain countries, as authorized in Section 32 (b) of the Surplus Property
Act of 1934, as amended (50 U. S. C. 1641 (2)), and the act approved
September 27, 1950. (64 Stat. 1059), the currencies, valued at
$11,209,698, were delivered in the fiscal year 1953 to the Department
of State without receipt of the equivalent amount in' United States

1 Includes amounts ($1,004,867,799 dollar value) collected by the Department of State before thetransfer
of the collection function to the Treasury Department. .



 ADMINISTRATIVE  REPORTS 115

dollars. The amounts by country are shown in the following
statement.

Country Foreign currency (ligotll;ivgelaelﬁg
Australia. ..o oo 103,004 pounds. oo oo $655, 300. 00
il 9,750,000 schillings._. . - 375,000. 00
- --{ 12,465,800 francs.___.. - . 249, 316. 00
..... 1,904,000 kyats__ .. - 400, 000. 0C
356,985 rupees. ...._ - 75, 000. 00
1,697,775 krone _ ___. - 245, 200, 00
208,296,000 pounds.. 600, 000. 00
48,088,425 markka. . 208, 175. 00
262,500,000 franca___ 750, 000. 00
Germany. 4,200,000 deutsche mar’ 1,.000, 000. 0%
QGreat Britain_ 534,190 British pounds._ - 1, 500, 000. 00
Greece........ - -1 12,000,000,000 drachmas. - 500, 000. 00
India.._ 2,600,142 rapees. ... _._ - 548, 162. 00
Traq_-_. - -1 76,127,814 dinars.. - 213, 824,00
Italy.____ . | 716,740,000 lire__._ - 1,146, 784. 00
Japan_.__.._. -1 309,600,000 yen.. __ - 860, 000. 00
Netherlands. . -{ 950,000 guilders... - 250, 000. 00
New Zealand. -| 40,962 pounds._.____ P 115, 000. 00
Norway.__. -1 2,921,785 kroner-_ ... - 409, 050, 00
Pakistan. . .| 1,155,000 rupees...__ hE 350, 000, 00
Phxllppmes 401 620 Pesos. . - 200, 000. 00
Sweden. . 97,713 kroner 18, 900. 00
. 5,768,000 bahts. 280, 000. 00
679 616 pounds. 242, 720. 00
5,952 pounds - 16, 667. 00
e cememmemeaioaamaseemeenan 11, 209, 698. 00

" The amounts of foreign currencies held by the Treasury on June 30,
1952, transactions during the fiscal year, and balances on June 30,
1953 in foreign currencies and approximate United States dollar
values are shown in table 111,

Bonds of the Republic of the Philippines.—The final payment by the
Philippines to_the special trust account established in the Treasury
under the Philippine Independence Act, approved August 7, 1939
(53 Stat. 1229), was made on QOctober 23 1951. The status of the
special trust account as of June 30, 1953, for the payment of principal
and interest on pre-1934 Phlhppme Government bonds will be
found in table 66.

American Battle Monuments Commaission.—In accordance with the
authority granted by Public Law 455, 82d Congress, approved July
5, 1952, the American Battle Monuments Commission was authorized
to utilize during the fiscal year 1953, certain foreign currencies owed
to or owned by the Treasury in an amount not to exceed $4,500,000
for the construction of memorials and cemeteries and $319, 550 for
administrative ‘expenses. From time to time during the ﬁscal year
1953 such foreign currencies were transferred to this commission by

the Treasury, Wlthout dollar relmbursement as follows

- . . . . . Equivalent
Country : , Foreign currency FU U. S, dollar
. . i . value

Belglum _____________________________________ 21,683 fFANES. e ool el S $432. 66
France . RS 313 233,100 francs._ 3, 838, 000. 00
Great:Britain._ 3o 714 pounds. ... 00, 000. 60
Ttaly ... _____ 24, 718 749lire_____ 39, 550. 60
Nethellands : 3;192,880 guilders._.. - . 841, 567. 34

Dot e ammmmmmnan S PR 4, 819, 550. 00
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American-Mexican Claims Commission.—The - Treasury received
from the Government of the United States of Mexico $2,500,000
during the fiscal year 1953, representing an installment on the
$40,000,000 which Mexico, in the Convention of November 19, 1941,
agreed to pay in full settlement of the claims of American nationals
as adjudicated by the American-Mexican Claims Commission. The
amount enabled a further distribution of 6.3 percent on the principal
amount of each award, making a total distribution of 83.5 percent.’
A statement of the Mexican claims fund appears as table 106,

Mized Claims Commaission, United States and Germany.—During the
fiscal year 1953, funds were certified to the Treasury by the Depart-
ment of Justice for distribution on awards of the Mixed Claims Com-
mission in accordance with the Settlement of War Claims Act of 1928,
as amended (50 App. U. S. C. 9). Such funds were distributed to
holders of Class II1 awards in an amount equal to 1.3 percent of
intert(alst accrued to January 1, 1952, on the principal amounts of such
awards.

On February 27, 1953, there were signed in London several agree-
ments pertaining to the external debt of the Government of Germany.
Among these agreements was one pertaining to the recognition by the
present Federal Republic of Germany of the obhgatlons of the former
Imperial German Government regarding awards of the Mixed Claims
Commission, United States and Germany, to American nationals.
Under the agreement the Federal Republic of Germany agreed to
issue to the United States 26 noninterest-bearing bonds in the total
face amount of $97,500,000 in full satisfaction of the obligation.
These bonds are to mature serially over a period of 25 years, beginning
April 1, 1953. The first 5 bonds are in amounts of $3,000,000 each,
the next 5 are in amounts of $3,700,000 each, and the remaining 16 are
in amounts of $4,000,000 each. In exchange for such bonds there will
be delivered to the Federal Republic of Germany those German
reichsmarks bonds issued under the 1930 agreement as evidence of
Germany’s indebtedness for awards of the Mixed Claims Commission,
United States and Germany, which have semiannual maturity dates
between September 30, 1931, and September 30, 1942, both dates
inclusive. The payment due on April 1, 1953, was not made to the
United States during the fiscal year 1953 for the reason that the
agreements were not ratified by the respective signatory powers
during that period. The ratified agreements became effective Septem-
ber 16, 1953, and th> payment due on April 1, 1953, was made by
Germfmy to the United States on September 24 1953.

A statement showing total payments made on awards under the
Settlement of War Claims Act of 1928, by classes, and the status of the
accounts as of June 30, 1953, is shown in table 107. :

International Claims Settlement Act of 1949.—In accordance with
the act approved March 10, 1950 (64 Stat. 13), the International
Claims Commission was established in the Department of State to
receive claims, conduct hearings, and adjudicate and render final
decisions with’ respect to certain claims of the Government of the
United States, on its own behalf and on the behalf of American
nationals adamst foreign governments, arising out of World War II.
Awards of the Commission are certified to the Secretary of the Treasury
for payment to awardees or their successors or assigns in accordance
with the provisions of the act.
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Under the Yugoslav Claims Agreement of 1948, the Government of
Yugoslavia has paid to the United States the sum of $17,000,000 in
full settlement of certain pecuniary claims of the United States and
nationals of the. United States against the Yugoslav Government
arising out of the nationalization or other taking of property by
Yugoslavia. This is to be paid out to the respective claimants under
the aforesaid agreement as their interests may appear. As of June
30, 1953, 143 awards in the total sum of $587,601 have been certified
for payment.

Government in occupied. areas (Germany and Austria).—Under the
provisions of the act, approved July 15, 1952 (66 Stat. 649), the
Secretary of State is authorlzed to utlhze without dollar reimburse-
ment, for expenses, responsibilities, and obligations of the United
States in connection with the governing of the American zones of
Germany and Austria, various foreign currencies as follows: (a) De-
posits made under the provisions of the Kconomic Cooperation Act
of 1948, as amended; (b) deposits by Germany for general use by the
United States Government, including those ‘deposits under the con-
trol of the State Department in Germany and Austria; and (¢) in
the event sufficient funds are not available from those sources, foreign
currencies derived from payments for surplus property sold in Ger-
many and Austria are made available in an amount not to exceed
$25,000,000. During the fiscal year 1953, the Treasury transferred
such forelgn currencies to the Department of State, without dollar
payment, as follows .

Equivalent :
Country Foreign currency U. 8. dollar
value
AUSia oo ool 75,000,600 sehillings..__._...__......_..._. $2, 884, 615. 40
Germany._ ...l 64,358,465 marks_ ... ____.____..__.__ 15,323, 444. 04
T ) 18, 208, 059. 44

Organization for European Economic Cooperation, European Pro-
ductivity Agency.—Section 115 (K) (2) of the Economic Cooperation
Act of 1948, as amended (22 U. S. C. 1501-1522) and Section 516 (a)
of the Mutual Security Act of 1951, as amended (685 Stat. 382), pro-
vide for the establishment of a European program to be adminis-
tered by an agency within the framework of the Organization for
European Economic Cooperation, to be known as the “European
Productivity Agency,” which has as its objective the formulation
and execution of arrangements to seek, develop, and promote the
most suitable and effective methods for increasing productivity in
individual enterprises and in the various sectors of economic activity
in the member countries. In order to carry out this program, a sum
of $2,500,000 appropriated to the Mutual Security Agency was
deposimd 'into a special account of the Secretary of the Treasury.
There were no withdrawals. ' It is anticipated that the program will
operate for approximately three years.

United Nations Relief and Works Agency for Palestine Refugees in
the Near East—Pursuant to Section 302, Title I1II of the Foreign
Assistance Act of 1950, as amended by the act approved July 15,
1952 (66 Stat. 649), the Secretary of State is authorized to make con-



118 1953 REPORT OF THE SECRETARY OF THE TREASURY

tributions to the United Nations Relief and Works Agency for Pales-
tine Refugees in the Near FEast, an organization established by
resolution of the United Nations General Assembly, dated December 8,
1949. During the current fiscal year, in accordance with an agree-
ment with the Department of State, there was established a deposit
fund account in the name of the Secretary of the Treasury for United
Nations Relief and Works Agency for Palestine-Refugees in the Near
East and an amount of $20,000,000 was transferred from appropri-
ated moneys under the jurisdiction of the Department of State to the
deposit fund account. There were no withdrawals.

Withheld foreign checks.—Treasury Department Circular No. 655,
dated March 19, 1941, as amended, prohibits the delivery of Govern-
ment checks to payees residing in forelgn areas, as follows: Albania;
Bulgaria; Communist-controlled China; Czechoslovakla, Estonia:
Hungary, Latvia; Lithuania; Poland; Rumama the Union of Soviet
Socialist Repubhcs the Russian Zone of Occupamon of Germany, and
the Russian Sector of Occupation of Berlin. Powers of attorney for
the receipt or collection’of such checks or warrants will not be recog-
nized. In addition, delivery of checks to Nationals of Communist
China and North Korea is prohibited by Foreign Assets Control
regulations issued by the Secretary of the Treasury on December 17,
1950, except to the extent that delivery has-been- authorized by‘
‘appropnate license.

Liguidations

Ligquidation of railroad .obligations.—During the year the Treasury
received $152,500 representing proceeds from the sale of securities of
the Fort Dodge, Des Moines and Southern Railway Company which
-were acquired under Section 210 of the Transportation Act of 1920 (41
‘Stat. 462 and 468). The Treasury also received during the year 1953,
one payment of $6,400 representing dividends on the securities ac-
‘quired by the United States in connection with loans which were made
to railroads.

Liquidation of Federal agencies.—During the fiscal year 1953, the
outstanding obligations of the Philippine War Damage Commission
were paid and the administrative accounts closed. The work load
incident to handling inquiries relative to property damage claims and
processing claims for the proceeds of improperly negotiated Philippine
war damage checks was approximately the same-as for the preceding
fiscal year. Inquiries and other correspondence relating to these
matters averaged 230 each month.

In addition, the Bureau of Accounts assumed and completed, with
the exception of the disposition of records, the liquidation of the
residual fiscal affairs of other terminated agencies which were trans-
ferred to the Treasury Department by the President, as follows:

Prefidential , Effective

Name of agency etter date

Motor Carrier Claims CommiSSion . .. .. - oo e Oct. 20,1952 | Jan. 1,1953
Commission on Renovation of the Executive Mansion Oct. 13,1952 | Oct. 31,1952
National Capital Sesquicentennial Commission. .o o conoccraocccmemaaaaaaaas Dec. 26,1952 | Dec. 31,1952
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Fiscal Service—BUREAU OF THE PUBLIC DEBT

The Bureau of the Public Debt performs the administrative work
in connection with the management of the public debt, which includes
the preparation of offering circulars, instructions, and regulations
pertaining to each issue, the issuance of securities and the conduct or
direction of transactions in outstanding issues, the final audit and
custody of retired securities, the maintenance of the control accounts
covering all public debt issues, and the keeping of individual accounts
with owners of registered securities and the issue of checks in payment
of interest thereon. The Bureau of the Public Debt also audited the
redeemed United States paper currency and supervised its destruction
through this fiscal year. Effective July 1, 1953, these functions were
delegated to the Federal Reserve Banks and branches.

Effective June 7, 1953, the functions of the Division of Public Debt
Accounts and Audit relating to the audit of Bureau of Engraving and
Printing records, together with inventory, were transferred to the
Bureau of Engraving and Printing. (See Treasury Department Order

‘No. 174, p. 305).

Two principal offices are maintained—one in Washington, D. C.,
for all functions relating to the issuing, servicing, and retiring of public
debt securities except those relating to savings bonds following their
issue to the public; the other in Chicago, Ill., where the functions con-
sist of transactions relating to savings bonds after their issue to the
public. In addition to the two principal offices, three field regional
offices, located in New York, Chicago, and Cincinnati, are maintained
for the purpose of decentralizing the auditing of redeemed savings
‘bonds. ' '

Bureau administration

Management improvement—A large number of improved methods
and procedures have been under study during the fiscal year 1953,
including such projects as the audit and destruction of redeemed
currency in the Federal Reserve Banks, centralization of adminis-
trative service functions in the Washington offices of the Bureau,
and a revised redemption procedure for savings bonds. These studies
were successfully culminated and revised procedures were instituted
during the year. ‘

Before July 1, 1953, unfit United States currency (of which one
dollar silver certificates comprises about 82 percent) received in
Federal Reserve Banks was packaged, canceled, and cut in half length-
wise. The bundles of lower halves were shipped to the Bureau of the
Public Debt in Washington, and upon their receipt the upper halves
were shipped to the Treasurer of the United States in Washington.
After a 100 percent verification count and examination by the Bureau
of the Public Debt of the lower halves, and a check by the Treasurer’s
Office of those upper halves in which discrepancies were discovered in
the lower halves, both halves were destroyed under supervision of a
Treasury Department Committee for Destruction,

The feasibility of performing this verification and destruction at
Federal Reserve Banks had been considered at various times in the
past. A committee study in 1926 resulted in a recommendation for
continuation of the verification and destruction in Washington, and
a joint Treasury-Federal Reserve committee appointed in October
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1928 made a similar recommendation. However, continued attention
was given the subject by the Fiscal Service of the Treasury Depart-
ment because of the increasing volume of currency in circulation,
which increased the amount of unfit currency being forwarded to
Washington for verification and destruction. The life of a one-dollar
bill is about 10 months and more than a billion pieces are in circulation.
Notes of higher denominations last somewhat longer. The extent of
the increase in work is reflected by the fact that the 1,293 million
pieces of United States currency of all denominations destroyed in
the fiscal year 1953 were double the 636 million pieces destroyed in
the fiscal year 1927.

Under the management improvement program of the Bureau of
the Public Debt a project was commenced 1n 1949 for a complete
review of the advantages and disadvantages of decentralization.
Meanwhile, the Department engaged the services of the National
Bureau of Standards to study the possibility of developing electronic
counters to count the lower halves of unfit one-dollar bills. This
study resulted in the manufacture and installation of a battery of 25
electronic counters in May of 1951. Although substantial economies
‘were obtained through use of the counters, the Bureau of the Public
Debt continued its studies and reinstated this management improve-
ment project for another complete review in 1952, Karly in 1953 the
Treasury appointed a committee to work with a similar group repre-
senting the Federal Reserve Banks. As a result, the verification and
destruction of United States currency that is unfit for further circula-
tion were decentralized to the Federal Reserve Banks and branches,
effective July 1, 1953, where the function is performed under regula-
tions prescribed by the Treasury.

This change in procedure will result in savings to the Treasury of
approximately $615,000 annually. :

An Administrative Services Office was established effective July 31,
1952, in which was placed the responsibility for all service and supply
functions in connection with the operation of the Washington offices,
including procurement and stocking of supplies, duplicating, property
accountability, and arranging for the procurement and the main-
tenance of furniture, fixtures, and space. This brings these service
functions under closer supervision and results in economies of both
personnel and material.

As a result of continued studies directed towards improving the
overall savings bonds program, a revised redemption procedure was
instituted. This procedure, while not completed in all phases, was
begun during the latter part of the year. The significant aspects of
this revision are elimination of a large part of the keypunch operations
in the Federal Reserve Banks, and classification by the regional offices
of the Register of the Treasury, instead of the Reserve Banks, of the
charges in the account of the Treasurer of the United States for the
redeemed bonds. The resulting monetary savings will be substantial.

A study was made of the procedures relating to the extension of
stock credit and recovery work in connection with the loss, theft, or
destruction of unissued United States savings bonds while charged to
the fiscal agents’ stock accounts, and also of procedures governing the
placing of caveats and the processing and accounting for replacement
bonds issued in lieu of lost, stolen, or destroyed savings bonds, the
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nonreceipt of which is alleged. As a result, internal operating pro-
cedures were revised, with consequent appreciable savings, to effect
the transfer in August 1952 of certain functions to the Federal Reserve
Banks and of other functions from the Washington Office to the Chi-
cago Branch Office of the Division of Loans and Currency.

Personnel.—On June 30, 1953, there were 3,522 employees on the
rolls of the Bureau of the Public Debt, as compared with 3,888 on
June 30, 1952. The principal changes consisted of decreases of 199
employees in the Division of Loans and Currency and 43 in the Office
of the Register in Washington; and 115 employees in the Division of
Loans and Currency in the Chicago Office.

Bureau operations

The public debt.—A summary of public debt operations handled by
the Bureau appears on pages 30 to 41 of this report, and a series of
statistical tables dealing with the public debt will be found in tables 11
to 30, and 38 to 41.

The public debt of the United States falls into two broad categories:
(1) Public issues, and (2) special issues. The public issues are classi-
fied as to marketable obligations, consisting chiefly of Treasury bills,
certificates of indebtedness, Treasury notes, and Treasury bonds; and
nonmarketable obligations, consisting chiefly of United States savings
bonds, Treasury bonds of the investment series, and Treasury savings
notes.

During the fiscal year 1953 the gross public debt increased by
$6,966 million and the guaranteed obligations held outside the Treasury
increased by $6.5 million. The most significant change in the compo-
sition of the outstanding debt during the year was the increase of over
$6,900 ‘million in marketable obligations. Total public debt issues,
including issues in exchange for other securities, amounted to $158,877
million during 1953, .and retirements amounted to $151,911 million.
The following statement gives a comparison of the changes during the
fiscal years 1952 and 1953 in the various classes of public debt issues.

Increase, or decrease (—)

Classification -
1952 1953

In millions of dollars )

Interést-bearing debt: )
T'reasury bonds, investment series. ... ... ... . iiooiiioailo. —4%0 —758
"Treasury savings notes. .._...._....... —1,205 ~2,160.
U, 8. savings bonds. ... 113 201
Marketable obligations. . 2,490 6,928
Special issues _._..__..__ - - 3,086 2,799
L0 71T o 7 74
Total interest-bearing debt_ ... __ .. 4,011 7,083
Matured debt and debt bearing no interest. . ... . . oo _oo..... —128 —117

PO e e mmeemmomgoammeeseemeeeeomnomomnnane e emeeeeeaes 3,883 6,966

United States savings bonds—These bonds are in registered form
and their issue and redemption represent by far the largest volume of
work for this Bureau. Maintaining both alphabetical and numerical
records of over 1.5 billion of these bonds, replacing lost or stolen
bonds, and handling and recording retired bonds involve a consider-
able administrative task.
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-Receipts from the sales of savings bonds during the year were
$4,562 million and accrued discount charged to.the interest account
and credited to the savings bond principal ‘account amounted to
$1,229 million, a total of $5,791 million. KExpenditures for redeeming
savings bonds, including matured bonds, amounted to $5,621 million,
The amount of savings bonds of all series outstanding on June 30, 1953,
including accrued discount and matured bonds, was $57,977 mllhon: '
an increase of $170 million over the amount outstandmg on June 30,
1952." Detailed information regarding savings bonds will be found in
tables 31 to 36, inclusive, of this report.

During the fiscal year 1953, 82.8 million stubs representing issued
bonds of Series E were received for registration, making a total of
1,539.1 million, including reissues, received through June 30, 1953.
These stubs are sorted alphabetically by name of owner and micro-
filmed, and then are sorted in numerical sequence of their bond serial
numbers and microfilmed, after which the original stubs are de-
stroyed. The microfilms serve as permanent registration records.
Of the 1,539.1 million Series E bond stubs received as of June 30, 1953,
1,354.6 million have been completely processed and destroyed, leaving
a balance of 184.5 million stubs in process at various stages of com-
pletion. The following table shows the processing, at various
stages, of the registration stubs of Series E savings bonds.

Stubs of issued Series E savings bonds in Chicago office’ ’
In millions of pieces)

Alphabetically
Period ’ sorted Aloh < o
.. pha- | Numeri | Jestroy
. Sggi‘féa" betically | cally after
Restricted; Fine sort. | filmed filmed filming
basis prior to
sort ! filming 2
Cumulative through June 30,1946 _______| 1,042.3 958.9 535.4 317,91 1,022.1 265.6
Fiscal year:
76.8 120. 4 37.9 120.1 76.1 152.3
61.7 72.4 323.1 318.4 66. 2 196.2
66. 2 58.5 290.5 382.8 58.9 447. 4
67.8 91.1 88.1 115.3 .5 156.6
65.5 60.5 66. 2 63.8 41.7 36.4
76.0 72.2 67.3 57.1 27.5 32.2
82.8 84.0 59.8 62.3 66. 4 67.9
Total. 1,530.1 1,518.0 ( 1,468.3 1,437.7 | 1,359.4 1,354.6

1 Not in complete alphabetical arrangement but sorted to such a degree that individual stubs can be
located. Includes those stubs fine sorted.
3 Completely sorted.

The audit of retired savings bonds is conducted in the regional
offices of the Register of the Treasury. There were 88.4 million
retired savings bonds of all series received in the regional offices during
the year. Retired bonds are audited and then microfilmed,  after
which the bonds may be destroyed. The bonds of all series received



. . - ADMINISTRATIVE REPORTS . .. .~ - .. 123

in these offices have been audited, microfilmed, and destroyed to the
extent indicated in the following table, ' ' o

Retired savings bonds of all series in regional offices
(In millions of pieces)
Period ' B :1 .
Bonds a5 Micro- | P2138C® | pajance | De-
- received | Auditedt greq - Gaq | unfilmed| “stroyed
Cumulative through Juue 30, 1046 ...  27.9| 10.2).o.| . 87
Fiscal year: . :

. . 113.3 118.4 |oo__.. 3.6
95 04.6 51.7 4,1
85,7 86.8 171. 4 3.0
84.4 83.0 153.3 4.4
92.1 04.2 1017 2.3
82.4 82.8 85,2 1.9
88.4 | 88.51 .. . 921 1.8
1669.3 667.5 655. 4 L8

1 Includes 5.6 million pieces of F, G, J, and K bonds, 13.8 million pieces of reissues, 7.0 million pieces’
spoiled in issue, and 1.6 million pieces of unissued stock. : -

After the retired bonds have been audited in the regional offices, a.
listing of the serial numbers is transmitted to the Chicago departmen-
tal office where the serial numbers are posted to numerical registers;
and the postings are verified. The following statement shows the
status of the posting of all series of retired savings bonds.

Retired savings bonds of all series recorded in Chicago Office
(In millions of pieces)
Period Number of Status of posting
retired
bonds
reported Posted Verified | Unposted | Unverified
Cumulative through June 30, 1946 .._..... 454,2 384.0 313.5 70.2 70.5
Fiscal year:
137.9 195.7 256.5 12.4 9.7
99.5 105.2 110.8 6.7 4.1
92.5 96.8 94.9 2.4 6.0
82,6 81.2 82.2 3.8 5.0
89.8 90.7 93.4 2.9 2.3
85.5 88.1 88.2 .3 2.2
87.7 88.0 87.5 [coecmacncan 2.7
1,129.7 1,129.7 1,127.0 {occcmccaeaes 2.7

Of the 82.6 million Series A-E savings bonds redeemed prior to
release of registration and received in the regional offices during the
year, 80.2 million, or over 97 percent, were redeemed by over 17,000
paying agents, who were reimbursed for this service, in each quarter
year, at the rate of 15 cents each for the first 1,000 bonds paid and
10 cents each for all over the first 1,000. The total amount paid to-
agents on this account during the year was $10,003,609, which was
at the average rate of 12.47 cents per bond.



124 1953 REPORT OF THE SECRETARY OF THE TREASURY

The following table shows the number of issuing and paying
agents for Series A-E savings bonds, by classes.

Building Compani
panies
Post and $av- | (gt | operating | All
June 30 offices Banks m%:aannd unions payroll others Total
associations plans
Issuing agents
15,178 1,856 719 2,910 1,320 47,403 .
15,178 1,706 615 3,289 605 46, 572
15, 205 1,621 565 3,192 595 46, 122
15, 225 1, 5567 522 3,052 550 45,966
15, 276 1, 551 511 3,071 640 45, 769
15,333 1,559 503 3,090 594 45,513
15, 380 1, 536 464 3,039 591 45, 425
Paying agents
15,176 683 140 53 16, 052
15, 527 786 145 50 16, 508
15, 559 863 138 64 16, 624
15,623 874 137 57 16, 691
15, 747 922 138 59 16, 866
15,851 976 139 57 17,023
15, 906 1,042 138 57 17,143

During the fiscal year 1953, 8,414,388 interest checks were issued on
current income type savings bonds with a value of $464,076,176.
This is a decrease of 150,591 checks from the number issued during
1952, and a decrease in monetary value of $78,845,469. As of June 30,
1953, there were 2,683,820 active accounts with owners.of this type
of savings bonds, a decrease of 34,567 accounts from the previous year.

There were 44 ,766 appllcatlons during the year for the issue of
duplicates of lost stolen, or destroyed savings bonds received in the
Chicago office, in ‘addition to 1,812 cases on hand at the beginning of
the year, making a total of 46,578 cases, of which 944 credit cases were
transferred to Washington for settlement. In 23,865 cases the bonds
were recovered, and in 20,223 cases the issuance of duplicate securities
was authorized. On June 30, 1953, 1,546 cases remained unsettled.

Registered accounts other than savings bonds.—During the year
40,000 individual accounts covering publicly held registered securities
other than savings bonds were opened and 48,000 were closed, making
3 total of 309,000 such accounts open on June 30, 1953, covering reg-
istered securities in the principal amount of $21.8 billion. A total of
585,000 interest checks were issued to owners of record during the year,
which was a decrease of 36,000 from 1952.

Redeemed currency.—On July 1, 1952, the Division of Loans and
Currency (Washington) had on hand 19,620 unaudited bundles (4,000
half-notes each) of United States currency that had been retired from
circulation as unfit. During 1953, 328,736 bundles were received, an
increase of 7,628 bundles from 1952; and 324,604 bundles were audited,
leaving a balance of 23,752 unaudited bundles on hand on June 30,
1953,

ebe
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The Destruction Committee supervised the incineration of redeemed
canceled currency during the fiscal year as follows:

Class of currency Pieces Value

Gold certificates. o oo eceeeee 48, 417 $1, 285,140
Silver CertifiCates . - oo oo 1, 251, 316, 832 1,707, 021, 226
United States notes_.... .- - 42,434, 524 176, 118, 800
Treasury notes of 1890.______ o - 3 3
Federal Reserve notes._.__... 565, 060, 845 6, 616, 850, 520
Federal Reserve Bank notes_ . . 825, 643 20, 241, 994
National Bank notes. . . cuo oo ceccaecremccmrccmceorccam e e 249, 864 3,895, 209
Fractional Currency . .. v e aaccccemcceacmanecn—e———a 706 155

Total. e i ceccccmcmrccrecrcaaraan o cemermeammacnesmeeemmeme—nn. 1,859, 936, 834 8, 525, 413, 047

Fiscal Service—OFFICE OF THE TREASURER OF THE UNITED STATES

The Office of the Treasurer of the United States is essentially a
banking facility of the Government. The responsibilities of the
Treasurer include the receipt of all public moneys; custody, issue, and
redemption of United States currency and coin; payment of Govern-
ment checks; custody of securities deposited in the Treasury as collat-
eral or for safekeeping; and payment of principal and interest on the
public debt. The Oflice of the Treasurer of the United States pre-
pares the Daily Statement of the United States Treasury, which reca-
pitulates all transactions in the accounts of the Treasurer, and issues a
monthly statement of the public debt and the Circulation Statement of
Unated States Money. v

Management improvement.—The Office of the Treasurer has con-
tinued active support of the management improvement program and
made definite progress toward improving operations and rendering
more efficient service during the fiscal year 1953. Although prac-
tically all functions of this Bureau are rigidly preseribed by law and
have been performed by the Office of the Treasurer since 1778, re-
markable progress has been made in procedures. Efficient new
procedures have been developed and old ones modernized in order to
cope with the great increase in the financial transactions of the
Government.

Significant improvements in 1953 were the further extension in the
use of punched card checks which are processed mechanically in lieu of
paper checks requiring manual processing, the decentralization of the
audit and destruction of unfit United States currency to the Federal
Reserve Banks (additional details appear in the report of the Bureau
of the Public Debt), and the revision of the procedure for processing
United States savings bonds for safekeeping.

Money received and disbursed by the Treasurer—Moneys collected by
Government officers are deposited with the Treasurer at Washington,
in Federal Reserve Banks, and in designated Government depositaries
for credit of the account of the Treasurer of the United States, and all
payments are charged against this account. Total receipts and
payments for the fiscal years 1952 and 1953 are shown in the following
table on the basis of the daily Treasury statement,
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Receipts, expenditures, and general fund balance 1952 1953

Receipts: -
Budgetary (net) 1._.

$62, 128, 606, 570. 52 | $65, 218, 336, 562, 73

- Trust-accounts, ete.2__ 8, 806, 815, 681. 85 8, 931, 553, 964. 74

Public debt 3. ______ . . ~Z| 142,212,081,325.16 | 158, 877, 189, 563. 04
Subbo 2 S cccmmmees 213, 147, 503, 586.53 | 233, 027, 080, 090. 51
Balance in general fund beginning of year....... s © 7,356, 578,123.19 6, 968, 827, 604. 31
Total....... . 220, 504, 081, 709.72 | 239, 995, 907, 694. 82
Expenditures: : :
T Budgetary . ool S 66, 145, 246,957.62 | 74, 607, 420, 232. 16
Trust accounts, ete.2.. .- 4, 951, 571, 632. 46 5, 168, 818, 039. 63

Investments of Gover uri- R
ties (net)........__. ...} 8,636,132,200.67 3,300, 585,125, 90
Sales and redempti i
in market (net). e 72,034, 647.85 25, 214, 084. 81

Clearing account for outstanding checks, etc.. - 401, 389,312. 15 312 315 254. 36
Public debt 3 e 138, 328, 879, 354.66 | 151, 911, 306 709. 90
Subtotal ................................................... 213, 535, 254, 105.41 | 235, 325, 659, 446, 76
Balance in general fund at close of year. _____________________ 8, 968, 827, 604. 31 4, 670, 248, 248,06
B 2 R 220, 504, 081, 709. 72 | 239, 995, 907, 694. 82

1 T'otal budget receipts less amounts appropriated to Federal old-age and survivors insurance trust fund
and refunds of receipts. See table 2, footnote 3. For details of receipts for 1953, see table 3.

2 For details for 1953, see table 4.

3 For details for 1953 see table 25,

4 See table 1, footnote 3, and table 2, footnote 3. For details for 1953, see table 3,

Assets and liabilities of the Treasurer’s account.—The assets of the
Treasurer consist of gold and silver bullion, coin and paper currency,
deposits in Federal Reserve Banks, and deposits in the commercial
banks designated as Government depositaries.

A summary of the assets and liabilities in the Treasurer’s account
at the close of the fiscal year 1952 and 1953 is shown in table 44.

Gold —Gold receipts during 1953 amounted to $139.7 million and
disbursements totaled $1,023.4 million, a net decrease of $883.7
million. This decrease broutht the total gold assets to $22,462.6
million on June 30, 1953. " Liabilities against these assets were
$21,322.9 million of gold certificates and credits’ payable in gold
cer Ll_ﬁcateg and $156.0 million for gold reserve against currency. The
balance, $983.7 million, was in the general fund on June 30, 1953.

Credits during the year on account of increment resulting from the
reduction in weight of the gold dollar in 1934 amounted to $41,145.84.
This makes total increment from 1934 through the fiscal year 1953
of $2,819,386,837.46.

Silver. -—Durmo the year 25.7 million ounces of silver bullion, which

rhad been carried in the general fund at a cost value of $23.3 mllhon
‘were monetized at a monetary value of $33.2 million. This $33.2
million increase in silver assets was offset by a decrease of $11.4
million in holdings of silver dollars, making a net increase of $21.8
million in assets durmor the year. As of June 30, 1953, the silver
assets of the Treasurer (exclus1ve of subsidiary coin and bullion held
in the general fund at cost) amounted to $2,412.8 million.
... Liabilities against silver at the end of the year amounted to $2, 377 4
illion for silver certificates outstanding and $1:1 million for Treasury
notes of 1890 outstanding, leaving a net t balance of $34.2 million in the
general fund.

The silver bullion held in the general fund at cost value (exclusive’
of the $34.2 million at monetary value) decreased from $68.0 million
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on June 30, 1952 to $33.5 million on June 30, 1953. This decrease of
$34.5 million is accounted for as follows: $32.4 million net purchases
of silver less $23.3 million of silver monetized and less $43.6 mllhon of
silver used for coinage.

Paper currency. —Under the laws of the United States the Treasurer
is the agent for the issue and redemption of United States currency
and coin. -

Table ‘83 shows by class and denomination the value of paper
currency issued and redeemed during 1953, and the amounts outstand-
ing at the end of the fiscal year.

A comparison of the amounts of paper currency of all classes 1ssued
redeemed and outstanding, follows:

1952 1953

Pieces Armount Pieces Amount

Outstanding at beginning of year___.____
Issues during year..._ ...........
Redemptions during year. __..
Qutstanding at end of year

2,990, 982, 495
1, 903, 670. 522
1,778, 671, 397
3,117, 981, 620

$30, 459, 548, 303
9, 035, 267, 000
7,873,163, 479

31,621, 651, 824

3,117,981, 620
1,926, 560, 815
1,847,822, 336
3, 196, 720, 099

$31, 621, 651, 824
9, 182, 608, 000
8, 236, 669, 767

32, 567, 590, 057

For further detallq on stock and circulation of money in the United
States, see tables 79 to 82.

Deposztames —The following table shows the number of each class
of depositaries and balances as of June 30, 1953.

. Number of | Deposits to the
Class deposi- credit of the
taries 1 Treasurer, U, 8.
Federal Reserve Banks and branches . «._........... [ o3| s 785, 727:39

Other banks in continental United States

General Aepositaries ... ..l el 1,385 371,725, 294. 81
Special depositaries, Treasury tax and loan accounts.. . 11,097 | 3,071, 119 395. 98
Insular and territorial deposxtanes ......................... - 37 41, 668 658. 29
Forei_gn depositaries?. .o ______..___ - .33 49, 264, 772.48
B 31 Y U O, 12,588 |- 3, 876, 563, 848. 9_5

1 Does not include hmlted dep031tar1es which have been designated for the sole purpose of receiving
deposits made by Government officers for credit in their official checking accounts with such depositaries
and which are not authorized to accept deposits for credit of the Treasurer of the United States..

2 Principally branches of American. institutions. .

For details on the administrative work relating to designation of
depositaries, see page 109,
Checking accounts of disbursing officers and agencies.—As of June
30, 1953, the Treasurer maintained 4,687 chécking accounts of dis-
bursmg officers and Federal agencies, 1nclud1ng those maintained at
the Federal Reserve Barks as fiscal ‘agents of the United States.
The number. of disbursing officers’ accounts by classes as of June 30,
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1952 and 1953, and the number of checks paid during the fiscal years
1952 and 1953 were as follows:

1952 . 1953
Disbursing officers Number of ‘Number of
disbursing Number of | disbursing | Number of
officers’ checks paid officers’ checks paid
accounts accounts

TreASULY - o o e m e e ccecccceemcmeammn 623 | 189, 555,121 : 429 193, 803, 082
ATIY oo e cceeccmecameaam—a e 401 37,527, 368 497 39,151,883
‘Navy --- 1,784 35,303, 987 1,938 37,020, 703
Air Force_ e 330 17, 536, 980 421 20, 115, 182
Other. i 1,295 25,402,121 1,402 25,276, 723
Total. oo e cmecicacaas 4,523 | 305,325,577 4,687 315, 367, 573

Of the 315,367,573 checks paid in the fiscal year 1953, 259,617,322
were in the form of card checks. There were 238,302,274 card checks
paid by the Federal Reserve Banks and the Manila Branch of the
National City Bank of New York acting as fiscal agents of the Treas-
urer and the remaining 21,315,048 card checks and all checks not in
card form were paid by the Treasurer in Washington,

The amount to the credit of the checking accounts of disbursing
officers and agencies on the books of the Treasurer of the United States
on June 30, 1953, was $89,170,018,084.85 as compared with $80,426,-
656,555.69 on June 30, 1952. The increase reflects the new accounting
procedure under the ]omt regulations under the Budget and Account-
ing Procedures Act of 1950.

Check claims—During the year the Treasurer of the United States
issued 21,223 checks totaling $1,917,207.30 in settlement of claims for
the proceeds of checks which had been paid bearing forged or unau-
thorized endorsements. The Chief Disbursing Officer issued 43,922
substitute checks totaling $23,857,293.01 to replace unpaid checks
which, it was claimed, had not been received, or were lost, destroyed,
etc. Many additional claims were received but were not honored
because they were not well founded. Cases involving forgeries are
investigated by the United States Secret Service. Information on
check forgerles is contained in the report of that agency.

Treasurer’s Cash Room.—The commercial checks, drafts, postal
express money orders, etc., deposited by Government, officers with
the Treasurer’s Cash Room in Washington for collection aggregated
4,040,506 items for the fiscal year 1953, as compared with 3,872,558
items for the fiscal year 1952.

Savings bonds issued and redeemed.—The following savings bonds
were issued and redeemed by the Treasurer’s Office in Washington,
D. C,, during the fiscal years 1952 and 1953,
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1952 1953
Transactions
Number Amount Number Amount
Issues: 1
E 54,844 | 82, 832 900. 00 52,715 $2, 832, 768. 75
213 6, 205. 50 .
1,167 1, 534 500.00
618 611, 500. 00
271 469, 224. 00
487 1, 244, 500. 00
56, 224 4, 513, 605. 50 54, 091 5,157,992.75
385, 050. 00 410 78, 900. 00
2,967,111.99 39,576 2 913, 196. 05
1, 974, 492. 29 1,742 2, 296 732.49
6, 267, 488. 00 7,512 9, 820, 274. 62
31 32, 500. 00
15 26, 704. 30
26 70, 000. 060
S 7 46,150 1 11,614, 142,28 49,312 15, 238, 307. 46

t For the most part United States savings bonds are issued and redeemed by issuing and paying agents

throughout the country (see p. 123).

Securities held in safekeeping.—The face value of securities held by
the Treasurer in safekeeping on June 30, 1952, and June 30, 1953, 1s

shown in the following table.

Purpose for which held

June 30, 1952

June 30, 1953

To secure deposits of public moneys in depositary banks. ... _......_.
To secure deposits of postal savings funds__________..___ -
TFor the Board of Trustees, Postal Savings System
For District of Columbia:
Sinking fund
Teachers’ retirement and annuity fund..
Relief and rehabilitation fund.._.___

For the Secretary of the Treasury:
Foreign obligations. o« cmeeamaae-
Capital stock and ob]ngatlons of Government corporations and
?ﬁgencles

For Federal Deposit Insurance Corporatlon_
Indian trust funds. - ..o
United States savings bonds held for various depositors.. -
MSCEIlANEOUS <« o e e e e memc e cc e cc e mec e mme e m e mac oo can

$406, 778, 400
32, 307,100
1,674, 977. 160

104, 420
20, 260, 000
732, 950

6, 826, 200

12,118, 351, 852
9, 685, 373, 064

2,766, 474, 215
1, 253, 407, 000

$478, 410, 800
33, 728, 600
1, 972 552 340

104, 420
21, 810, 000
757, 950

6, 826, 200

12,118, 237, 852
11,780, 188, 096

3, 290, 288, 868
1, 336, 700, 000

35, 425. 555 34,076, 405
46, 735, 600 45, 223, 845
98, 749, 349 104, 573, 951
28, 146, 502,865 | 31, 223, 479, 327

Savings bonds placed in safekeeping with the Treasurer and those

withdrawn were as follows:

Number
1952 1953
In safekeeping at beginning of Year. - .o oo cee e ccecamee——————— 622, 495 594, 796
Placed in safekeeping.... e cememcecceseecescmeemcceasmmem—m—————— 53, 930 57,336
676,425 652,131
Withdrawn from safekeeping.. e eemmam——— 81,629 81, 300
In safekeeping at end of year. « oo v oo inccicmccracmcecmcc e ccanaan 594, 796 570, 831

273013—354——10
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Servicing of securities for Federal agencies and for certain other govern-
ments.—In accordance with agreements between the Secretary of the
Treasury and the several Government corporations, agencies, and
Puerto Rico,.the Treasurer of the United States acts as special agent
for the payment of principal of and interest on their securities (in-
cluding pre-1934 bonds of the Philippine Government). The amounts
of such payments during the fiscal year 1953, on the basis of the daily
Treasury statement, were as follows:

. V . Intérést paid | Registered Coupon

Principal . in cash interest interest
Federal home loan banks_..._ .. __..._._.._. $529,190,000 | $6,738,896.23 {___._._...... $62. 50
TFederal farm loan bonds._ . .. _..._._......_. 186, 402 200 1,610.25 | $501,434. 28 | 18, 522, 687. 14
Federal Farm Mortgage Corporation.__ . 86, 900 218.38 {o ... 6, 075. 50
Federal Housing Administration___ 34, 093 650 322,048.39 | 2,110,059.19 | ... .._...
Home Owners’ Loan Corporation. . R 204, 025 172,50 |occeceooon 19, 786. 82
Philippine Islands_ .. ___________ 10, 783 000 [, 5,490. 00 420, 970. 00
Puerto Rico. - - - 2, 030. 00 84, 062. 50 321, 530.00
Total. .. : _.| 761,022,275 | 7,065,875.75 | 2,701, 045.97 | 19,291, 111, 96

, .

Internal Revenue Service!

The Internal Revenue Service is responsible for the collection of the
internal revenue and for the enforcement of the internal revenue laws
and certain other statutes. These other statutes include the Federal
Alcohol Administration Act (27 U. S. C. 201-212); the Liquor En-
forcement Act of 1936 (18 U. S. C. 1261, 1262, 3615) the Federal
Firearms Act (15 U. S. C. 901-909), and the National Firearms Act
(26 U. S. C. 2721).

‘Management improvement

Reorganization.—The most s1gn1ﬁcant development during the first
half of the fiscal year was the implementation of Reorganization Plan
‘No. 1, approved by the Congress on March 13, 1952. The complete
reorcramzatlon of the national office on a functional basis, replacing
the former structure based on type of tax, was effected on Auvust 11,
1952.. The second half of the fiscal year was characterized by intensive
study and careful evaluation of Internal Revenue Service operations
and the issuance of appropriate directives to assure uniform and
coordinated efforts in the continuing program to improve all areas of
operation and management.

The Office of Director of Practice was established in the national
office of the Internal Revenue Service by order of the Secretary of the
‘Treasury dated January 9, 1953 (18 F. R. 225). The order consoli-
dated in the Office of the Director of Practice the enrollment and dis-
‘barment functions (except those relating to customhouse brokers)
previously performed by the Committee on Practice and the Attorney
for the Government, respectively.

In April 1953 further 1mportant impr ovements were effected in the
-organizational structure-of the national office. The offices of As-
srstant to the Comrmssmner and Admmlstratlve Assistant to the Com—

. More detaﬂcd m[ormatlon will be_found in the Annual Report.of the Commissioner of Internal Revenue
for the fiscal year 1953. ; The Bureau of Internal Revenue was desnguated as “Internal Revenue Servnce”
by Tréasury Department ‘Order No. 150-29, July9, 1953.
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‘missioner were abolished and the offices of Deputy Commissioner of
Internal - Revenue, Assistant Commissioner (Administration), and
Assistant Comnnssmner (Planning) were established. As a result
functions of top officials of the national office were realigned.

Plans were completed during the last half of the fiscal year for the
elimination of approximately 900 positions in the national office,
leading to an ultimate savings of $4 million annually. The work per-
formed in these positions either was deemed unnecessary or was to be
decentralized to the regions (See discussion below of work decen-
tralized to regions.)

Plans to streamline the overall administrative setup in the regional
offices were approved by the Secretary of the Treasury in May 1953.
These plans called for a reduction in the number of regional offices in
the Internal Revenue Service from 17 to 9, effective July 1, 1953, and
a change in titles of the office of District Commissioner of Internal
Revenue and office of Director of Internal Revenue to Regional Com-
missioner of Internal Revenue and District Director of Internal
Revenue, respectively. The reduction in the number of regional
offices will eliminate much overhead cost and provide a more closely
knit supervisory structure.

Decentralization of operating functwns —Studies were continued
during the fiscal year for the purpose of identifying operations con-
ducted in the national office which could be performed more effectively
in regional and district director offices. As a result of such studies,
the following actions were completed or initiated during the first half
of the fiscal year: (a) District directors were given jurisdiction over
the adjustment of employment tax claims; (b) district directors were
authorized to make assessments on employment tax returns prepared
for delinquent taxpayers and to assess fraud and 100 percent penalties
in employment tax cases; {(c¢) district directors were authorized to
handle estate tax claims under the same rules applicable to income tax
claims, thus eliminating the practice of initially referring such claims
‘to the national office for consideration and disposition; and (d) final
authority was delegated to each of the Excess Profits Tax : ‘Council
advisers stationed in regional offices to make settlements on behalf of
‘the Commissioner.

In addition, the following actions were completed or initiated during-
the second half of the fiscal’ year: (a) The housing of corporation re-
‘turns for 1949 and subsequent years was transferred to district di-
rectors’ offices; (b) the processing operations on tobacco tax monthly
returns and reports were transferred to regional offices; (c) district
directors were authorized to schedule for abatement, credit, or refund
tentative allowances in any amount; (d) the processing of certain
applications for inspection of returns and related documents was
transferred to district directors’ offices; (e) control and service func-
tions performed by the Audit. Division of the national office in the
processing of bankruptcy and receivership cases were discontinued;
(f) -authority was. delegated to the regional commissiéners ‘to 1ssue
notices under Section 3631 of the Internal Revenue Code authonzmg
additional inspections of taxpayers’ books and records;(g) the practice
of - transmitting cases involving ‘examiners’ ‘determinations to the
national office for post-review was discontinued with ‘respect to ‘all
‘types of examined returns with more effective review substituted at
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the field level; and (h) regional commissioners were delegated authority
‘to enter into contracts and procure supplies and equipment.

Revenue accounting and related actinties.—Intensive studies of pro-
cedures in the accounting and processing operations of the Service
have resulted in a number of improvements in this area. One of the
year’s highlights was the success of the taxpayer assistance program
during the January 1 to March 15, 1953, filing period. A record
number of taxpayers, almost 12 million, sought and were given fast,
courteous assistance in the preparation of their 1952 income tax
returns. Evening telephone service was provided in major cities
throughout the country, and many offices were kept open on Satur-
days. All possible arrangements were made for the comfort and
convenience of taxpayers waiting in line. The average waiting time
for taxpayers seeking assistance was only about 20 minutes.

Other improvements made in this area include: (1) A new procedure
for issuing and recording special occupational stamps which is expected
to save an estimated $150,000 per year; (2) a modified work program
for the Processing Branch at Kansas City which is expected to effect
annual savings of $1,500,000; (3) extended utilization of electric type-
writers and automatic posting machines in district directors’ offices;
and (4) development of new return forms and revision of regulations
to permit eight excise taxes previously reported and paid on separate
monthly returns to be reported and paid on one quarterly return,
Form 720, with an extension of the depositary receipt system to cover
such taxes. ,

Under intensive investigation are various ways of eliminating the
need for filing income tax returns by persons whose incomes are below
certain limits and consist exclusively or almost exclusively of wages
subject to withholding.

Other accounting and processing activities are being studied and
analyzed by a committee composed of officials of the Office of the
Secretary of the Treasury, the General Accounting Office, and the
Internal Revenue Service. Projects considered by this committee
include: Collection and deposit procedures, accounting phases, process-
ing of returns, matching of withholding and information documents,
leveling of peak filing period workloads, and relationships with other
Federal agencies.

Interpretative and other technical functions.—The work of the national
office in the technical tax fields was reorganized during the fiscal year
1953 by placing under the Assistant Commissioner (Technical) direct
responsibility -for, and supervision of, the technical offices of the
national office. Thus, for the first time, responsibility was centered
in one office for all functions of the national office concerned with
rulings, regulations, and other technical services, involving all types
of taxes except alcohol and tobacco taxes.

One of the major accomplishments in the technical area during the
fiscal year 1953 was the virtual elimination of the backlog of unissued
regulations to conform to recent tax laws. The regulations were
brought to a practically current state by the issuance of 87 Treasury
decisions. Another 1mprovement effected in this area was the speedup
of service on taxpayers’ requests for rulings. By delegatmns of au-
thority to division  directors and branch chiefs, taxpayers’ requests
for rulings have been answered, on the average, in 28 days: Proce-
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dures for obtaining rulings have been revised and simplified to reduce
work and expense for both the taxpayer and the Government. ‘

Emphasis has been placed on increased publication in the Internal
Revenue Bulletin of communications to field offices involving substan-
tive tax laws, procedures affecting taxpayers’ rights or duties, or
industry regula’mon

Forms work affecting all taxes was brought under the centralized
control of a Forms Section, and more than 80 tax forms were reviewed
or revised, including the new quarterly excise tax return, Form 720.

Other improvements.—An intensified program of records management
has accelerated the retirement of records to Federal records centers,
while space studies made possible increased utilization of space and
improved work flow and operations. A program designed to codify
and reduce the number of informational and instructional directives
has moved nearer its overall objective of a loose-leaf Internal Revenue
Manual.

The training program throughout the Service was stepped up and
expanded, and a number of specialized training courses were developed.
A supervisory development program was organized and an executive
development program initiated.

In the area of audit and investigation, a new ‘‘single-package” audit
policy was adopted for examining, wherever practicable, all types of
Federal tax returns filed by a business taxpayer at the same time the
income tax examination is being made. This procedure is comple-
mented by another for the more scientific and uniform selection of
tax returns for audit, developed as a result of studies of the data from
the audit control program of 1948. A procedure for informal con-
ferences with taxpayers on contested issues is expected to result in
more settlements by the district directors with a corresponding decrease
in the number of cases referred to the Appellate Division.

" Through the intensified review of nonsettled cases to assure that all
avenues of settlement have been adequately explored 1t is expected
that the number of cases petitioned to the Tax Court after considera-
tion by the Appellate Division will be reduced materially. Steps
were taken also to reduce the number of cases petitioned by taxpayers
directly to the Tax Court Wlthout Appellate Division consideration.

As a result of the past year’s experience, many improvements in
Inspection Service methods have been determined possible, and

“significant revisions are now being made with the objective of attaining
better results from inspections and more effective reports.

In the area of public information a policy was adopted for widening
the scope of tax information which properly could be made available
to the press and general public, and greater emphasis was placed upon
improving public understanding of Federal tax laws and the policies
and procedures as to their application. A program to instruct present
and future taxpayers of high-school age on the proper filing of individ-
ual income tax returns was launched during the year by the prepara-
tion of instruction kits which were mailed to approximately 30,000
secondary schools for use in their classrooms.

A voluntary advisory committee of tax practitioners has been
assembled from three outstanding professional organizations to aid
in the solution of problems that are unnecessarily harassing taxpayers.
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Collections

‘Internal- revenue collections for the fiscal year 1953 totaled:
$69,686,509,399, an increase of 7.2 percent over the total for the
preceding year, ‘and the largest amount of internal revenue ever
collected during any year. Collections of all types of taxes were
substantially above those of last year.

Collections by tax sources for the fiscal years 1929-53 are shown in
table 7 in the tables section of this report. A comparison of collections.
from the principal sources of tax revenue for the fiscal years 1952 and-
1953 follows:

1952 1953 Percent
increase, -
Source or
Iu thousands of dollars | decrease
Income and profits taxes:
Corporation. .. ... 21, 466, 910 | 21, 594, 515 0.6~
Individual:
Withheld by employer 1. 17,929, 047 | 21,134, 243 17.9~
Othert___ ... 11, 345,060 | 11, 403, 942 .5
Total income and profits taxes. oo oo ooaiaeos 50, 741,017 | 54,132, 700 6.7
Employment taxes:
Old-age insurance 1. . e icicaicocen. 3,584,025 | 3,816,252 6.5
Unemployment insurance - 259, 617 271,214 4.5
Carriers taxes—old-age benefits. ... ..o .. 620, 622 628, 969 1.3
Total employment taXeS. -« oo eu oo m e cocame e cmcccmeemeee 4,464,264 | 4,716,435 5.6-
Miscellaneous internal revenue:
Estate and gift taxes. . i ciieimcciees 833,147 891, 284 7.0
Liquor taxes 2 2,549,088 | 2,780,925 9.1
Tobacco taxes. .. 1,565,162 | 1,654,911 5.7
Stamp taxes. ... ... 4, 995 90 319 6.3
Manufacturers’ excise taxes. r2, 348 943 | 2, 862 788 21.9
Retailers’ excise taxes _... .| 475,466 495, 917 4.3
Miscellaneous taxes 28 . .o ccccccceaos rl, 947 3111 2,061, 230 5.9
Total miscellaneous internal revenue. ..o ooococeoomaomcoooaon 9, 804, 112 | 10,837,374 10.5
Total collections 3. . eiceeoo. 65,009,393 | 69, 686, 509 7.2

NoTe.—These figures are based on gross collections rather than deposits; consequently, the totals are not
directly comparable with the internal revenue receipts as shown in the Treasury daily statement. For
further explanation of bases of figures, see page 322.

r Revised.

! Estimated, for purposes of comparison with earlier years. Beginning January 1951, collections of tax.
withheld are not separated as between income tax and old-age insurance. The collections of old-age insur-
ance tax imposed on self-employment income for taxable years beginning on or after January 1951, are-
reported in, combination with individual income tax other than tax withheld. The figures shown reflect.
the estimated components of the combined amounts.

2 Excludes collections for credit to trust accounts.

3 Includes repealed taxes.

Workload

The Internal Revenue Service workload continued its steady climb
of the past few years as 60 million taxpayers filed over 93 million tax
returns of all types during the fiscal year 1953, in addition to 239
million directly related information documents. The taxes reported
on these returns were assessed and accounting operations were per-
formed in connection with the amounts paid in. In addition, the
income tax liability was computed for nearly 12 million taxpayels
filing returns on Form 1040A, and income tax refunds and credits were:

scheduled for the more than 30 million individuals whose prepayments
exceeded their liabilities.

During 1953 a preliminary inspection of 68 million’ returns was:
made to select those to be examined. The inspection was made under
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revised procedures designed to reduce the timé spent in.identifying
and segregating the returns which are believed to be most in need of
correction from the standpoint of noncompliance with internal revenue
laws. Of the returns considered, 3,486,977 were selected for more.
thorough consideration by examining officers, including those returns
requiring investigation because of taxpayers’ ¢laims, offers in com-
promise, or other features which made examination mandatory. A
discussion of the-audit activities appears under- “Enforcement activi-
ties” In this report. , .

In addition to the processing of returns and related information
documents, the Internal Revenue Service workload includes the dis-
position of 'claims for adjustments based on the various ‘“‘carry-back’”
provisions of the Internal Revenue Code. Under the provisions of
Section 722, which allows relief from the excess profits tax for corpora-
tions under certain circumstances, there had been filed as of the close
of the year a cumulative total for World War IT excess profits tax
years of 54,665 applications for excess profits tax reductions amount-
ing to more than $6.5 billion. There were 3,515 such claims, totaling
$2 billion, still pending on June 30, 1953, but only 100 applications on
which examination or. conference work was not completed. The
remaining 3,415 cases were awaiting final review, were pending before
the Tax Court, or were awaiting some administrative action. *“Carry-
back’ allowances of approximately $344 million were made during
the year under the ‘“quick refund’ provisions of the Tax Adjustment
Act of 1945 (26 U. S. C. 124k)

Enforcement activities

Audits and investigations of all classes of returns, including fraud
and racketeer investigations, numbered 2,946,786 during the fiscal
year 1953. Of this total, 1,402,035 returns were found to be correct
as filed or to have overstated the tax. Additional taxes were found to
be due on 1,544,751 returns, primarily as a result of taxpayer errors in
reporting 1ncome, clalmmg exemptions or deductions, or computing:
the tax. The additional assessments of tax, penaltles, and interest
made as a result of audits and investigations totaled $1,555,961,612.

- During the fiscal year 1953, collections on warrants for distraint
amounted to $505,591,808. This amount represents primarily col-
lections of undlsputed amounts of original tax assessed on returns as
filed, which taxpayers have failed to pay when due and on which it
was necessary to issue warrants for distraint to enforce collection.
Occasionally, it also becomes necessary to collect additional assess-
ments by distraint warrant, but these cases represent only a small
portion of the total warrant “collections.

Total fraud investigations completed during 1953 numbered
3,296, including those racketeer cases in which fraud was suspected.
Prosecution was recommended in 1,276 cases, while penalties of a
civil nature without prosecution were recommended in 1,237 cases.
During the year indictments were returned against 1,259 defendants.
Indictments were refused in cases involving 27 individuals. In the
cases reaching trial stage, 884 defendants were convicted or entered
pleas of guilty or nolo contendere

The effectiveness of enforcement efforts is indicated further by the
increasing number of persons convicted on tax evasion charges or.
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entering pleas of guilty or nolo contendere. The following table
presents the record of convictions, including pleas of guilty or nolo
contendere, for the years 1945 through 1953, in cases involving all
classes of internal revenue taxes except alcohol or tobacco taxes.

Individuals
convicted

Individuals

convicted Fiscal year

Fiscal year

385
32¢

The following table shows the number of returns examined, num-
ber of fraud investigations completed, amount of additional tax assess-
ments, and amount collected on warrants for distraint during the
fiscal years 1948 through 1953.

Additional
assessments | Collections
R Fraud ofttax, &nter- ?n \gagranti
: turns ex- | . | est, and pen- | for distraini
Fiscal year etur .| investi- g
amined gations alty
In thousands of dollars
2,971,113 3,800 1,897,015 280,184
3,073, 301 2, 955 1,891, 679 346, 509
3, 545,169 3,112 1,747, 692 368, 385
4,382, 564 3,195 1,858, 603 376, 506
4,054, 526 3,872 1,840, 162 455, 752
2, 946, 786 3,296 1, 555, 962 505, 592

The decrease in number of returns examined stems primarily from
a decrease in manpower available for the examination of returns,
Less manpower was available during 1953 than in 1952, first, because
of a decrease in appropriations as between the two years, and sec-
ondly, because of the assignment of a larger number of enforcement
officers to assist taxpayers in the filing of their returns during Febru-
ary and March of 1953 than during the previous filing period. ‘More-
over, there was included in the 1952 and prior figures the number of
returns on which mathematical verifications were performed, where-
as these verifications were included in the 1953 figures only to a lim-
ited extent. Since these verifications were not uniformly reported in
all years, there is at this time an undetermined lack of comparahility
in the figures. To the extent possible, the next annual report will
contain adjusted figures. The decrease in additional assessments was
due, first, to the decrease in the number of returns examined and,
secondly, to the diminishing effect of the World War II excess profits
" tax assessments during 1953 as compared with earlier years. As be-
tween 1952 and 1953 the World War II excess profits tax additional
assessments decreased by $45 million, which accounted for close to
16 percent of the total decline in additional assessments.
Violations of internal revenue liquor laws were confined largely to
regions of low income where the demand for cheap spirits was high
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and to local option areas where taxpaid liquor was not readily avail-
able. During 1953, there were 10,699 illicit stills seized, together with
6,151,100 gallons of mash, 172,951 gallons of illicit liquors, and 2,333
automobiles and trucks. There were 9,370 persons arrested for viola-
tions of the internal revenue liquor laws; indictments were obtained
against 8,250 persons; and 5,350 were convicted. The following
table shows for the years 1948 through 1953 the number of stills and
gallons of mash seized and the number of arrests made.

: Stills | Mash seized | Arrests : Stills Mash seized | Arrests
Fiscal year seized |(wine gallons)| made Fiscal year seized |(wine gallons)| made
1948 ... 6, 757 2,715, 800 7,640 §) 1951 _____..____ 10,177 5, 545, 400 10, 384
1949 L. 8,008 3,661, 400 8,015 || 1952 ... 10, 269 5, 700, 600 9, 851
1950 oo ceiaaae _10, 030 4,892, 600 10,236 f| 1953 .. ... 10, 699 6,151,100 9,370
Refunds

Refunds of internal revenue taxes and the interest thereon, as re-
quired by law, are paid out of an appropriation separate from that
covering the Internal Revenue Service administrative expenses. The
total amount of these paymentsfor thefiscal year 1953 was $3,204,663,235
as compared with $2,333,544,315 " in the preceding year. The increase
was due principally to a rise in the amount of -individual income tax
overprepayments refunded.

Interest payments on refunds (included in the above totals) de-
creased from $75,350,923 in 1952 to $74,363,186 in 1953.

Settlement of disputes

In a large proportion of the tax disputes arising from the Internal
Revenue Service investigative operations, settlements are reached
through conferences with taxpayers, thereby avoiding expensive and
time-consuming litigation. Effective with the reorganization of each
internal revenue district, the conference work formerly conducted in
revenue agents’ offices was transferred to the Appellate Division where
the appellate functions of the Internal Revenue Service are now cen-
tered. The total number of protested cases disposed of by the Appel-.
late Division during the year, including cases received both before and
after reorganization, was 11,674, of which 9,675 cases were settled
and 1,999 cases were appealed to the Tax Court. As a result of further
hearings conducted in cases pending before the Tax Court (including
cases not previously considered by the Appellate Division), settlement
by stipulation was effected in 4,229 cases out of 5,763 cases disposed
of, and the balance consisted of 520 cases closed by dismissal or default
and 1,014 cases tried on merits before the Tax Court.

Personnel

The employees on Internal Revenue Service rolls at the close of
the year numbered 53,463, consisting of 3,834 employees in the na-
tional office and 49,629 in the regional and district offices. At the
close of the preceding year, the number of persons employed totaled
55,371, comprising 3,842 national office employees and 51,529 regional
and district office employees.

r Revised.
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Changes during the year in the number of employees in the various
brailches of the Internal Revenue Service are shown in the following
table.

Number on payroll as
. of June 30— Increase,
Branch of service or de-
crease {(~)
1952 1953
National OfCe . - o c oo oo e e mem e em————aan 3,842 3,834 -8
Regional and district offices:
Enforcement personnel:
Collection OffiCerS. oo cooocoecaroociaanaan [ 10, 221 9,037 ~1,184
Office auditors..... - 3,278 3, 064 T =214
Returns examiners. - 866 1,002 136
Revenune agentst_ _____.____ - 7, 758 7,617 —141
Special agents (tax frand)._ - 1,186 1, 200 14
Aleohol tax inspectors. - - - 5 581 . 55
Alcohol tax investigators. .- 857 832 ~25
Storekeeper-gaugers. ... - 1,453 1,294 —159
SUPeIVISOTY - - o i 357 514 157
Total enforcement personnel ... ... 26, 502 25,141 —1,361
Other personnel:

L3¢ ) PR IPPRIT 232 271 39
Qther technical...__..._._. - 2,412 2,786 374
Stenographers and typists- ... - 6, 578 6,453 —125
Clerical (excluding temporary). - 14, 642 13,791 —851
Messengers and laborers. ...... - 183 178 -5
TempPOorary emMPlOYees . o cacme oo amcamiaccaccncccaaccmmmamaan 980 1,009 29

Total, other than enforcement ... ... ____ e 25,027 24,488 - 539

Total regional and distriet offices. . ... ... 51, 529 49, 629 —1,900

Grand total .« oo el 55, 371 53, 463 —1,508

1 Includes excise tax agents.

Cost of administration : )

The entire cost of the Internal Revenue Service operations during
the year, including all items of expense except amounts refunded to
taxpayers, was $268,590,806. The amount available for administra-
‘tive expenses was $270 million; thus, there was an unobligated balance
of $1,409,194. The cost of collecting $69.7 billions during the year
was 38.5 cents per $100 of revenue, compared with 41.8 cents per $100
in 1952 when collections were considerably lower.

Data on the annual cost of administration, although of interest and
value for certain purposes, cannot be relied upon either as a guide to
the proper scale of administrative activity or as a measure of relative
efficiency of operation from year to year. An annual ratio of cost to
collections is determined by many factors, most of which have no
relationship to these objectives. To illustrate, the higher the level
of tax rates and the more numerous the levies that are inherently
economical to collect, the lower will be the average cost ratio. The
prevailing level of salaries paid to Internal Revenue Service personnel
and the volume of essential services performed for taxpayers are other
examples of these determinative factors.

Office of International Finance

The Office of International Finance assists the officers of the Depart-
ment in the formulation and execution of policies and programs in
international financial and monetary matters. The Director of the
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‘Office is assisted by advisers on financial policy and by a staff organized
"into divisions corresponding to geographic areas or to the functional
activities of the Office. These divisions are: National Advisory
‘Council Secretariat; Stabilization Fund, Gold and Silver Division;
International Statistics Division; Commercial Policy and United
Nations Division; European Division; British Commonwealth and
Middle East Division; Latin American Division; and Far Eastern
‘Division. The Office also maintains Treasury representatives in
-several foreign countries.

By direction of the Secretary, the Office of International Finance
is responsible for the Treasury’s activities in matters of international
financial and monetary policy, including international monetary and
-exchange problems, and gold and silver policy; the Bretton Woods
Agreements Act and the operations of the International Monetary
‘Fund and the International Bank for Reconstruction and Develop-

~ment; foreign lending and assistance; the North Atlantic Treaty
‘Organization; the activities of the National Advisory Council on
International Monetary and Financial Problems; the Anglo-American
‘Financial Agreement; the United States Exchange Stabilization .
Fund; and the Foreign Assets Control.

The Office acts for the Treasury on the financial aspects of inter-
‘national treaties, agreements, and organizations in which the United
‘States participates, and it takes part in negotiations with foreign
governments with regard to matters included within its responsi-
‘bilities. It assists the Secretary on the international financial aspects
-of problems arising in connection with his responsibilities under the
Tariff Act. The Office also represents the Treasury in the work of the
-subordinate organs of the National Advisory Council on International
Monetary and Financial Problems, of which the Secretary of the
"Treasury is chairman. :

The Office of International Finance advises Treasury officials and
-other departments and agencies of the Government concerning ex-
<change rates and other financial problems encountered in operations
involving foreign currencies. In particular, it advises the State
Department and the Department of Defense on financial matters
related to their normal operations in foreign countries and on the
-special financial problems arising from defense preparation and
military operations. The Treasury representatives in foreign coun-
‘tries act as financial advisers to the diplomatic missions and to the
‘missions of the Mutual Security Agency !. In conjunction with its
~other activities, the Office studies the financial policies of foreign
-countries, exchange rates, balances of payments, the flow of capital,
and other related problems.

The Division of Foreign Assets Control administers the Foreign
Assets Control Regulations issued under Section 5 (b) of the Trading
With the Enemy Act. These regulations block all property in the
United States in which any Communist Chinese or North Korean
.interest exists and prohibit all trade or other financial transactions
with those countries. The Control carries on licensing activities in
connection with transactions otherwise prohibited, takes action to
enforce the regulations, and has taken a census of Chinese and Korean
assets located in the United States. In addition, the Control admin-

18uperseded by the Foreign Operations Administration on August 1, 1953, in accordance with Reorganizae
tion Plan No. 7 of 1953 and Executive Order 10476.
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isters regulations issued by the Secretary on June 29, 1953, which
prohibit persons in the United States from purchasing, selling, or
arranging the purchase or sale of strategic commodities outside the
United States for ultimate shipment to the Soviet bloc.

?

Legal Division

The General Counsel is by statute the chief law officer of the
Treasury Department, responsible to the Secretary for the legal
advice upon which he acts and for all legal work in the Department.
In carrying out this responsibility the General Counsel is assisted
by the Legal Division, over which he has supervision. The Legal
Division is made up of the General Counsel’s immediate staff in the
Office of the General Counsel, which includes the Legal Advisory
Staff !, and the offices of the Chief Counsels in the major bureaus.

The activities of the General Counsel as chief legal officer for the
Secretary and of his staff include consideration of legal problems
relating to the broadest aspects of management of the public debt,
the administration of the internal revenue laws, international co-
operation in the monetary and financial fields, and similar matters
with which the Secretary is concerned as chief financial officer of the
Government. Other activities of the Legal Division embrace legal
matters arising in connection with the duties and functions of every
branch of the Department, the scope of which is described in the
separate administrative report of each organization. v

A major responsibility of the General Counsel is the handling and
coordination of legislative work in the Department, including appear-
ances before congressional committees, drafting proposed legislation,.
and preparing reports on legislative proposals. Important work in
the fiscal year 1953 included participation with other personnel of the
Treasury Department and the Staff of the Joint Congressional Com-
mittee on Internal Revenue Taxation in a program designed ulti-
mately to overhaul thoroughly the internal revenue laws, and the
preparation and presentation of the Customs Simplification Act of
1953.

In the field of international finance, the Legal Division assisted in
formulating financial and economic aspects of the programs relating to
foreign assistance and technical cooperation, and served as counsel to
the National Advisory Council on International Monetary and
Financial Problems. It also dealt with problems arising in connection
with international gold and stabilization operations of the Department,
and performed legal services in connection with the administration of
the Foreign Assets Control necessitated by the Korean conflict. It
also participated in the negotiation of consular conventions, and
treaties for the avoidance of international double taxation, with the
countries of Australia, Belgium, the United Kingdom, France, Italy,
Augtria, Sweden, Japan, and Germany.

1 Established by Treasury Department Order No. 170-2 to replace and supersede the Office of Tax Legis-
lative Counsel. .
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Bureau of the Mint!

The two major functions of the Bureau of the Mint are the manu-
facture of coins and physical custody of the United States monetary
stocks of gold and silver, including their purchase and sale.

All United States coins are manufactured by the Bureau of the Mint.
Foreign coins are also manufactured at cost for other governments
without minting facilities, when orders can be met without impeding
the required coinage of the United States. '

An important function and also-accompaniment to all work engaged
in by the Bureau of the Mint is the continuous safeguarding and
protection of values which total many billions of dollars. Custody of
gold and silver involves a number of esseutial operations. Included
are assaying, melting, refining, other treatment, and movement of the
various forms of metals received; storage, and such processing and
handling as are required when gold and silver are sold or otherwise
withdrawn.

Approximately 1,000 employees are engaged in these and various
other related functions of the Bureau of the Mint in eight locations,
as follows: Coinage mints in Philadelphia, Pa., San Francisco, Calif.,
and Denver, Colo.; assay offices in New York, N. Y., and Seattle,
Wash.; a gold bullion depository in Fort Knox, Ky.; a silver bullion
depository in West Point, N. Y., which operates as an adjunct of the
New York Assay Office; and the Office of the Director of the Mint in
Washington, D. C. The Washington office establishes general poli-
cies, directs and coordinates operations of the field institutions, and
maintains requisite controls.

Coinage

The number of coins manufactured during the fiscal year 1953
totaled 1,810 million pieces consisting of 1,620 million United States
coins with a face value of nearly $94 million, and 191 million foreign
coins. This was an increase of 14 percent over the previous fiscal
year’s production of 1,582 million pieces consisting of 1,551 million
United States coins and 31 million foreign coins. Coins were manu-
factured for the following countries.

Number
(In millions)

Country

=il

._.
8| w8

N oo uo

190.

Over 7,400 avoirdupois tons of metals including silver, copper,
zine, nickel, and tin were required for the 1953 coinage, of which
approximately 6,500 tons were used in United States coins and 900
tons in foreign coins. :

The demand for coins in the United States continued at. a high
level throughout the year, as in the past several years. Shipments

t More detailed information concerning the Bureau of the Mint is contained in the annual report of the
Director of the Mint.
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of the six denominations totaled 1,732 million pieces during 1953,
exceeding the previous year’s shipments by 26 percent. Minor coins:
were in greatest demand, and the 1-cent denomination comprised 71
percent of total shlpments in 1953. Scarce nickel supplies in this.
fiscal year, as in 1952, limited production of 5-cent pieces and, there--
fore, restricted the number available for circulation. Details of
shipments are shown in the following statement.

Shipments of United States coins for circulation by the Bureaw of the Mint during
the fiscal year 1958

Gross
s Number of : +
Denomination coins shipped Face value s'i';%lrgth:oﬁls

Silver dollars .o ool S, 9,783,079 | $9,783,079.00 288-
Half dollars..____ a-- [N 41,191,799 | 20, 595, 899. 50 |. - 568
Qrarter dollars.._...___ e cccmcememm—————n 95, 584, 267 | 23, 896, 064. 25 659"
Dimes .._..... . 237,227,442 | 23,722,744.20 - 654
§-cent pieces.........._. - U 112, 647, 021 5, 632, 351. 05 621
1-cent pieces ....._._.._ ceemeeeo-| 1,235,582,022 | 12,355,820.22 4, 236
BT ) R RN 1,732,015, 620 | 95,985, 958. 22 7,026~

The stock of coins in the United States, including coins held in the
Treasury, in banks, and in circulation, is estimated at over $2 billion
as of June 30, 1953,

Gold

Gold transactions at the mint institutions during the fiscal year
1953 totaled 34 million fine ounces ($1,188 million in value), including-
receipts and withdrawals of gold for purposes authorized or permitted
by law. Receipts amounted to 4.3 million fine ounces ($152 million
in value), of which 1.5 million fine ounces ($51 million in value) were
from newly mined domestic production. Withdrawals amounted:
to 30 million fine ounces ($1,036 million in value) including 2.1 million
fine ounces ($73 million in value) issued for domestic industrial,
professional, or artistic purposes. Other withdrawals were principally
m connection with the United States’ settlement of internationaP
balances.

Total gold holdings at the mint institutions at the beginning of
the fiscal year 1953 “amounted to 667 million fine ounces (or 22,870
short tons) valued at $23 billion, and at the close of. the year ‘642
million fine ounces (or 22,004 short tons) valued at $22 billion, a net.
decrease in holdings durmg the year of 25 million ﬁne ounces valued
at $884 million. : : : -

Silver

Silver transactions at the mint institutions totaled 302 million
fine ounces during the fiscal year 1953, effecting a net increase in
bullion holdings of 58 million fine ounces. A total of 56 million fine:
ounces of silver was manufactured into United States subsidiary
silver coins, 1.1 million fine ounces of which were provided from uncur-
rent coins unfit for further circulation which had been returned to
the mints and melted during the year. The mints and assay offices
received 36 million fine ounces of silver from newly mined domestic:
production during the year, and 26 million fine ounces were mone-
tized as security for silver certificates. A total of 75 million fine
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ounces of Treasury silver returned from defense use by other agencies
of the Federal Government was reprocessed into regular mint bars
during the year. No sales of silver were made during the year under.
the act of July 31, 1946 (60 Stat. 750), and none has been leased under
this legislation since its enactment. Year-end holdings of silver
bu%lion‘amounted to 1,339 million in fine ounces valued at $1,685
million.

Revenues deposited into the general fund of the Treasury by the
Bureau of the Mint during the fiscal year 1953 totaled $56 million of
which $55.3 million was composed of seigniorage, divided as follows:
Seigniorage on subsidiary silver coinage, $32.5 million; seigniorage on
minor comage, $12.8 million; and seigniorage on silver bullion, the
difference between cost value and monetary value, $10.0 million.

Inventory

A final settlement of accounts, with physical inventory of all bul-
lion, coin, currency, and other values 1s made annually during the
month of June in the coinage mints and assay offices. Special settle-
ments and examinations are made also as required.

On January 9, 1953, a committee' was appointed jointly by the out-
going Secretary of the Treasury and the Secretary-designate of the
mecoming administration to develop plans for verifying and transfer-
ring the Government’s vast stock of gold, silver, and other assets in
custody of the Treasury to officials of the incoming administration.
This committee, which was comprised of four outstanding members
of the banking profession, made recommendations which they deemed
necessary to provide complete assurance as to the existence of Treasury
assets and the proper statement thereof in the Treasury’s records.
The monetary assets of the mint were verified in accordance with the
procedures recommended by the committee, and all holdings were
found to be as represented in the mint’s accounts. An account of this’
audit appears on page 27. ' ’

Management improvement

The management improvement program of the Bureau of the Mint
was continued on an active basis throughout the fiscal year 1953. A
number of innovations, resulting in reduced operating costs, were
adopted during the year. ‘

New improvements and mechanisms devised during the past year
for more efficient production of coins, together with extension and
perfection of projects adopted in previous years, resulted in further
reductions in coinage unit costs. Although salary costs have increased
approximately 75 percent during the past several years, coinage costs.
are actually 25 percent lower today than they were several years
ago. Coinage unit costs for the fiscal years 1946, 1952, and 1953 are
hsted, as follows: o o »

Coinage production costs per 1,000 pteces, by denomination

' Fiscal year ’ ) 1-cent 5-cent ‘ 10-cent " [ 25-cent 50-cent
§$1. 59 $2.81 $2.12 $5.10 $8.25
1.10 2,99 171 3.49 6.79
1.03 2.72 1. 54 3.23 599
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¥ Representative accomplishments, with savings on an annual basis
amounting to $84,000, and other program actions are described in the
following paragraphs. ~

" An especially designed folding conveyor which can be moved into
small vault compartments was successfully utilized at the West Point
Depository during the year to stack 75-pound silver bars. This
resulted in annual savings of $14,000.

Present coin-blank reviewing operations have been extensively
mechanized by overhead cranes which feed blanks to reviewing belts,
and remove inspected material in 500-pound lots in place of 50-pound
lots formerly handled manually. New vibratory feeders assure a
constant flow of material across the reviewing belt. These improve-
ments have not only reduced operating costs but have eliminated
possible injuries to employees from constantly lifting and feeding
heavy quantities of materials. Annual savings are estimated at
$12,000. .

Handling of coin blanks from blanking presses by using larger con-
tainers with a capacity of about 350 pounds and handled with over-
head cranes to empty the container permits the operator to spend a
much greater portion of his time feeding strips into the press, and
relieves him of the physical strain of constantly lifting 50-pound boxes
of material. It is estimated that resulting annual savings will amount
to $11,000.

Coin counting machines at Philadelphia have been rearranged so
that one counting machine is located directly over a second machine,
and the coins flow automatically from the first machine, after counting,
into the second one where they are counted again. Automatic vibra-
tory feeders provide a continuous flow of coins to the machines. The
additional output per employee and the increased accuracy of counting
operations permit the elimination of weighing silver coins before
sacking. It is estimated that annual savings will amount to $16,000.

Milling machines used to form a slightly upset edge on coinage
blanks prior to stamping operations have been equipped with dual
disc feeds. This innovation doubles the output of each machine.
Annual savings are estimated at $4,000.

Installation of automatic feeders on weighing machines at Denver
for weighing individual coin blanks permits semiautomatic operation of
such equipment with consequent reduction in operating costs. These
feeders were previously used for 25-cent pieces only, but additional
feeding equipment has now been made which utilizes automatic
feeders for 50-cent pieces also. Savings are estimated to amount to
$4,000 annually. R

New streamlined procedures have been effected in counting and
reviewing uncurrent coins, and sorting out counterfeit pieces, foreign
coins, slugs, etc., thereby eliminating much of the tedious labor
formerly expended; and spot checking and test counting verification
methods have been substituted. Wartime steel pennies and silver
nickels are picked out mechanically by unique mechanisms constructed.
for that purpose. Annual savings are estimated at $11,000.
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- Coining presses at San Francisco have been equipped with large"
contamers which hold a sufficient guantity of blanks to- operate &
press severa] hours. Overhead cranes are used to fill the containers,
eliminating hand feeding, and each worker now operates additional
presses. Personinel changes, resulting in more effective utilization. of
superv1sory -and die setting employees, have also increased. press out-
put.” Savings are estimated to total $12,000 annually. .

A formal internal audit program was established for the Mint Serv1ce
during the year, and its broad policies and scope were outlined in a
specia.l mint, accounting procedures letter issued. for that purpose.
This audit program, functioning as a part of the mint’s general system
of internal control, will provide manageiment with the auditor’s find-
ings on the eﬁ'ectiveness of financial control throughout the Mint Serv-
ice; objective views as to the manner in which financial policies and:
operamno' procedures have been carried out; and recommendations for
improvements in areas with which the audit may be concerned. A
special management~aud1t survey of the Denver Mint was completed;

Bureau of Narcotics !

The Bureau of Narcotics admlmsters 8 program demgned to deal
with the-control of sources of the illicit supply of drugs on 1nternat10na]
national, and local levels. -

N atlonally, the Bureau is charged with the investigation, detectlon
and prevention of violations of the Federal narcotic and marihuana
laws and of the Opium Poppy Control Actof 1942, and related statutes.
The scope of the Bureau’s operations is enlarging gradually as addi-
tional drugs are made subject to these laws. Opium and coca leaves
and their derivatives have been under national control since 1915;
marihuana has been under control since 1937 ; isonipecaine was brought
under control in 1944 ; and under the act of March 8,1946 (26 U. S. C.
- 3228 (1)), 16 recently developed synthetic narcotics have been brought
under control through findings by the Secretary of the Treasury, pro-
claimed by the President, that the drugs possessed addiction liability
similar to morphine. Of the last, five were included during 1953.

Internationally, opium, coca leaves, marihuana, and their more
important derivatives have been under control by reason of the Opium
Conventions of 1912, 1925, and 1931. Under the International
Protocol of November. 19, 1948, two additional opium derivatives,
isonipecaine, and twelve synthetic drugs were found to have addicting
qualities similar to morphine or cocaine and have been brought. under
international control by a procedure similar to that provided in our
national legislation. An agreement to limit the production of opium
to world medical and scientific needs was signed at the United Nations
on June 23, 1953, after forty-four years of effort on the part of the
United States to accomplish such an agreement. If the Protocol

1 Further information concerning the Bureau of Narcotics is available in the separate report of the Com-
missioner of Narcotics.

273013—54—-11
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is ratified by a sufficient number of governments and becones effective
there should be a large reduction in the amount of opium available for
the illicit traffic, particularly if productlon in Turkey and ‘Iran is.
controlled.

- In the United States important and effective aid in discouraging the
illicit- traffic in narcotics and marihuana continues to be afforded by
the act approved November 2, 1951 (65 Stat. 767), which provided
for mandatory minimum penaltles for violation of certain parcotic
laws particularly for second and third offenders.

“The Bureau directs its principal activities toward the suppressmn
of the illicit traffic in narcotic drugs and marihuana and the control
of the legitimate manufacture and distribution of narcotics through the
customary channels of trade. It issues permits for import of the crude
narcotic drugs and for export and in-transit movements of narcotic
drugs and preparations. The Bureau supervises the manufacture and:
distribution of narcotic substances within the country and has au-
thority to issue licenses for the production of opium poppies to meet:
the medical needs of the country if and when such production should
become in the public interest. Cooperation is.given to States in local
narcotic legislation and enforcement and to the Department of State
in the discharge of the international obligations of the United States
concermng ‘the abuse of narcotic drugs and marihuana.

During the fiscal year 1953, the total quantity of narcetic drugs
seized in illicit traffic within the United States amounted to 4,383
ounces, in comparison with 3,330 ounces seized in 1952. Seizures of
marihuana amounted to 939 pounds bulk, and 16,702 cigarettes, as
compared with 1,064 pounds bulk and 16, 303 mgarettes in 1952,

Continued progress was made during the year in driving out somie
of the bigger racketeers in illicit narcotics. Many principal dealers
in illicit drugs were caught and convicted and heavy prison sentences
were imposed under the act of November 2, 1951,

Thefts of narcotics from persons authorized to handle the drugs.
increased slightly in number during 1953 and the quantity stolen was
2,178 ounces as compared with 1,553 ounces in 1952, '

During the-fiscal year there were approximately 400,000 persons
registered with directors of internal revenue under the Federal narcotic
and marihuana laws to erigage in legitimate narcotic and marihuana.
activities.

The table following shows for the fiscal year the’ number of viola-
tions .of the narcotic and marihuana laws by persons registered to
engage in legitimate narcotic and marihuana activities and by persons
who have not qualified by registration to engage in such activities, as
reported by Federal narcotic enforcement oﬂicers. :
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Number of violations of the narcolic and marthuana laws reported during the ﬁscal
year 1953 with their dispositions and penalties )

Narcotic laws Marihuana laws,
Registered persons Nonregistered persons | Nonregistered persons
Federal State Federal State Federal State
Court Court |[° Court Court Court Court
Pending July 1,1052_____.___. 205 1,296 487
Reported during 1953:
Federal ¢ 244 1,995 760
Joint 'L __.L.o. ..., 17 492 466
Total to be disposed of... 466 3,783 1,703
Convicted: j
Federal . oo_ooo.o oae. 39 .7 1,032 349 481 79
Joint . ool 2 1 216 132 262 50
Acquitted:
Federal...__...._.o_..o._. 2 I 36 19 20 5
Joint__ D O I, 8 8 25 3
Dropped:
Federal._ . 161 2 412 48 129 20
BT T R, 9 1 86 29 80 27
Compromised:? -
ederal. .. _eciimmeennao. L5028 PRSI [P R R, SRR RO ——-
Joint. et | S RO FPUIPRI (SR I
Total disposed of ..._... 266 2,375 1,186
Pending June 30, 1953..._..... 200 1,408 517
Sentences imposed: Yrs, Mos. | Yrs. Mos. | Yrs. Mos. | Yrs. Mos. | Yrs. Mas. | Yrs. Mos.
Federal. .. . ... _._...... 76 6 ..[30% 1 558 - 501,330 . 171 - 8
JOINt e el 4 . 1 . 716 7 227 1 795 1 91 ..
Total. oo 80 -1 7 .. 13750 8 785 612125 1 262 8.
Fines imposed
ederal ... $21, 425 $200 $139, 537 $15, 640 $34, 053 $9, 855
61331 SRR AR RS 25,189 | 3,139 15,632 1,775
Total. ... 21,425 200 164, 726 18,779 49,685 11,630

! Federal cases are made by Federal officers working independently while joint cases are made by Federal
and State officers working in cooperation.
2 Represents 41 cases which were compromised in the sum of $12,200.

In foreign countries, investigation, surveillance, and negotlatlon
are undertaken to restrict the amount of narcotic drugs entering this
country. Through-cooperation with the French and Italian Govern-
ments, agents of the Bureau of Narcotics have reduced the quantities
of heroin and opium available to the illicit trade in the United States.
The Bureau is continuously on guard against the large supplies of
opium and heroin which are available in Communist China. ’

The importation, manufacture, and distribution of opium and its
derivatives are subjected to a system of quotas and allocations de-
signed to secure their proper distribution for medical needs. Addi-
tional quantities of opium were imported during the year. Coca leaf
imports were sufficient both for medicinal purposes and for the manu-
facture of nonnarcotic flavoring extracts.

The quantity of narcotic drugs exported in 1953 was conmderably
lower-than in 1952, but the export total is not significant in compari-
son, with the quantlty used- domestically. The manufacture of opium
derivatives continued high, principally because of the hlgh medlcal
consumption of codeine and papaverine, ' o
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" National defense operations also have increased the responsibilitiés

of the Bureau of Narcotics. The mobilization of large numbers of
troops has resulted in many special requests from the military forces
for aid by the Bureau of Narcotics in ?ieahng with the traffic in nar-
cotics in and near military installations; in problems incidental to
the drafting of addicts; and in cases in which narcotic addiction has
been given falsely as a reason to escape the draft,
b Substantial progress was made by this Bureau during the fiscal
year 1953 in the field of management improvement. The Bureau’s
procedures for handling and accounting for stockpile and surplus
property narcotics have been completely revised and a new and more
secure workroom has been provided for the. Drugs Disposal Com-
mittee. Revised manuals have been issued for the guidance of field
officers and more authority has been delegated to such officers. In
addition, further improvements have been made in administrative
and advance fund accounting procedures, as well as in the methods
. of disposing of surplus automobiles, v

United States Coast Guard
General .

The Coast Guard is responsible for a wide variety of duties which
are defined in Section 2, Title 14 of the United States Code as follows:
. “The Coast Guard shall enforce or assist in the enforcement of
all applicable Federal laws upon the high seas and waters subject t6
the jurisdiction of the United States; shall administer laws and
promulgate and enforce regulations for the promotion of safety of life
and property on the high seas and waters subject to the jurisdiction
of the United States covering all matters not specifically delegated by
law to some other executive department; shall develop, establish,
maintain, and operate, with due regard to the requirements of national
defense, aids to maritime navigation, ice-breaking facilities, and
rescue facilities for the promotion of safety on and over the high seas
and waters subject to the jurisdiction of the United States; and shall
maintain a state of readiness to function as a specialized service in the
Navy in time of war.”

The primary purpose of most of these duties is to prevent avoidable
loss of life and property due to iilegal or unsafe practices. However,.
in actual practice, the maintenance of safety and order in maritime
navigation is not limited to the strict enforcement of laws but ‘also
encompasses a program of education among ship operators and boat-
men, and the enlistment of their cooperation and self-regulation in the
prevention of marine casualties. This latter approach has tended to
reduce violations of the laws.

Law enforcement

The port security program, conducted under Executive Order 10173
which invoked the provisions of the Magnuson Act and charged the
Coast Guard with the protection of vessels and waterfront facilities,
has been limited to: (a) Protecting specified categories of vessels and
waterfront facilities in major port areas of the United States; (b) con-
trolling the entry of certain vessels into mmajor port areas; (¢) screemngf
of merchant seamen sailing on United States.vessels and of waterfront
workers; and (d) supervising the loadlng of explosives and otheér
hazardous cargoes, and the issuing of permits therefor. - :
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- The constitutionality of the security screening program is currently
belng litigated in two major cases. A district court in San Francisco,
Calif., although upholding most of the operation of the:program,
recently held that a limited injunction will be issued because the pro-
gram- is contrary to due process in not affording seamen adequate
notice of the charges against them. In an earlier case, involving three
criminal prosecutions for violations of the port securlty regulations, a
district court .in Seattle, Wash., held the screening procedures to be
contrary to due process because of inadequate notice and hearing.
This decision is on appeal to-the Ninth Circuit Court of Appeals.

During the: year, 47,750 merchant mariners’ documents bearing
evidence of security clearance were issued to individuals and 363
se(i;mty appeal hearings were granted to those classed as poor security
risks

In the category of longshoremen, warehousemen, pilots, and other
waterfront workers, 93,926 persons were screened, 93 535 port security
cards were issued, and 375 hearings were granted upon appeal by
persons who had been fourd to be poor security risks,.

The following statistics for the year reflect the volume of enforce-
ment activities but not preventive actions taken by the Coast Guard.

Vessels and motorboats boarded_ . . . . _ L _______._____._. 80; 068
Reports of violations of the Motorboat Act, 1940 (46 U.S.C. 526) _ _. 4, 251
.Reports of violations of the Oil Poliution Act 1924 (33 U.S.C. 431).._ 150
‘Reports of violations of Port Security Regulations _________________ 6,219
Permits issued-to load or discharge explosives. - .o oo onoonn 1, 237
Total tonnage of explosives covered by above permits______._____.__ 1, 921, 578
Explosive loadings supervised_ - ____ .. 1,910
Inspections of other hazardous Cargoes. . oo e icc e ccceeeeeem 8, 490
Regattas patrolled. . . oo e im———mn 991

The Coast Guard also assisted other Federal agenc1es having
primary responsibility for the enforcement of the Oil Pollution Act,
(33 U. S. C. 431) anchorage regulations, laws relating to internal
revenue, customs, immigration, quarantine, and the conserva,tlon and
protectlon of wildlife and the fisheries.

Assistance operations

The Coast Guard operates rescue facilities and facilities for the
promotion of marine safety consisting of surface craft, aircraft, life-
boat stations, bases and radio ssations, together with operation and
communications centers (reséue coordination centers), in its several
districts within the continental United States, in Alaska, Puerto
Rico, and Hawaii, and at selected forward naval bases. Assistance
rendered during: the ﬁscal year: 1953 i1s summarized in the following
statistics.

Number of assistance calls responded to 1 .o 18, 443
Number of instances of major assistanee 2. . ... .. ... .. 2, 528
Number of instances of minor assistance.___ . __.____ .. ___.__. 11,122
Value of vessels and aircraft assisted (ineluding cargo)®. . ........ $933 269 930
Lives saved or persons rescued from peril . __________________:___. 5, 213
‘Vessels refloated ... .. ool e 1, 247
‘Disabled vessels towed t0 POTt. -« oo 7 525

t The difference in the number of ealls responded to and the number of instances of assistance rendered
represents those cases in which the Coast Guard responded but in which assistance was given by some other
-80uree or was 1o longer needed or possible, .

2 The term ‘‘major assistance’’ as used here means those rescue incidents wherein immediate danger to
the person or craft was involved and which, without Coast Guard assistance, probably would have resulted
in (}fath serious injury to persons, alrcraft or vessels; shipwreck; or great financial loss from damage to the
cra

3 Increased value of vessels and aircraft assisted (including cargo) in the present flscal year over previous
years is due in part to an increased number of incidents and in part to improvement in reporting procedure.
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Assistance rendered by the Coast Guard durmg the year is exempli-
fied by the following cases:

On July 9, 1952, the yacht Sandpzper 90 mlles east of Gloucester,
Mass., reported a crew member was hemorrhaging badly. A Coast
Guard seaplane from Boston landed in the open sea, took the patient
aboard and transported him to the Coast Guard Air Station at Salem,
Mass., for medical attention.

Port security personnel gave assistance on July 14, 1952, when the
oil tankers Lompoc and Vactor H. Kelly caught fire while dlschargmg
at the Union Oil Dock at Oleum, Calif. = Coast Guard surface craft
and portable pumpers assisted ﬁreboats from Oakland, Calif., in
extinguishing this fire.

On July 21, 1952, the S. S. Black Gull in position south of Block
Island, Long Island advised by S O S that she was afire. The
C. G. C. Mackinac, enroute from New York to Ocean Station Echo,
and the S. S. Gmpsholm removed 45 persons of the 49 aboard.

On September 8, 1952, the S. S. Foundation Star sent a distress
message that she was in tremendous, rough seas and in danger of
breakmg in balf. Four Coast Guard vessels and three commercial
vessels proceeded to her assistance, and were instrumental in rescuing
the crew before the vessel broke and sank.

An assistance case which combined night flare and radar search by
air and surface craft was that of the F/V Dorothy and Edith, which. on
October 25, 1952, advised by radio that the vessel was smkmg in
position about 70 miles east of Nantucket Lightship and that the one-
man crew was abandoning in a dory in heavy seas. Successful search
was made by a Coast Guard aircraft which vectored a Coast Guard
surface craft to the scene. The latter recovered the crew member
from the low-floating dory 30 miles from the position where the ﬁshmg
vessel had been 1ep0rted abandoned.

Coast Guard search and rescue facilities at the Naval Base in Ber-
muda were instrumental in rescuing 4 survivors and recovering 17
bodies from the Cuban Aircraft ‘“Cubana’ 471 which crashed on
take-off from the airport at Kindley Field, Bermuda, December 6,
1952.

On January 19, 1953, the Coast. Guard lifehoat station at Marble-
‘head, .Ohio, Jlearned.that.a lange group: of fishermen. were.stranded~on
an ice floe at the west end of Sandusky. Bay, Sandusky, Ohio. Per-
sonnel from this unit proceeded to the scene with a portablé skiff and
found 47 men stranded on a large floe of ice which had broken loose
from shore and was drifting out into the bay. Coast Guard personnel
as}sllsted by several small boats were able to brmg all fishermen safely
.ashore

On January 26, 1953, Coast Guard forces ass1sted civilian authorlty
in evacuating 191 persons from the Coquille Valley flood area.
~ On February 16, 1953, Coast Guard surface vessels and aircraft

participated in. the search for a National Air Lines airliner which had
left Tampa, Fla., for New Orleans, La., and crashed about 60 miles
south of New Orleans. Coast Guard forces were instrumental in re-
covering 17 bodies, much debns, and practlcally all of the Unlted
‘States mail,

- On_ February 22, 1953, a Coast, Guaxd helicopter on patrol from. the
«San: Franc1sco air: statlon, observed . ﬁshmg vessel‘breaklng up in the
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surf off the entrance to the Golden Gate. While the helicopter hovered
over the scene, its hoist was used to-rescue 6 persons from the water.

On March 2, 1953, a Navy aircraft enroute from Bermuda to the
Azores was so crlppled by a casualty to one of the engines that it could
not maintain level flight. Tt proceeded to the Coast Guard-manned
ocean station “Echo,” halfway between Bermuda and the. Azores.
The Navy land plane ditched in the water alongside the ocean station
-vessel which had previously vectored the aircraft to the landing area
by radar control. The aircraft sank but all 14 men aboard were
rescued with no injuries.

Marine inspection and safety measures

During the year no passenger lost his life as a result of any marine
casuallty involving inspected and certificated American passenger
vessels

The duties performed by the Coast Guard in promoting safety of
life and property on vessels subject to navigation and vessel inspection
laws of the United States include promulgation and enforcement of
regulations embracing inspection of vessels and their equipment, con-
struction and repair of vessels, investigation of marine casualties,

‘manning and citizenship requlrements, mustering and drilling of
.crews, protection of merchant seamen, licensing of officers, pilots and
seamen, load lifie requiréments, pilot rules transportation of dangerous
cargoes on vessels, outfitting and operatlon of motorboats, licensing
of motorboat operatms and regattas and marine parades.

Of primary importance to the maritime nations was the coming into
effect on November 19, 1952, of the International Convention for the
Safety of Life at Sea, 1948. The requirements of this Convention
necessitated changes in the Coast Guard’s regulations applicable to
merchant vessels. The development of these changes had beéen under
way for several years and on October 18, 1952, revised regulations
containing the necessary provisions were pubhshed Revision and
clarification: of the format of the existing regulatxons were ‘also ac-

" complished.

On December 19, 1952 the United ngdom as authorized by the
final act of the 1948 Internatlonal Convention for the Safety of Life
at Sea, announced that the regulations for the prevention of collisions
at sea would be effective on and after January 1, 1954, Through a
series of informational articles in its monthly pub_lication of the pro-
ceedings of the Merchant Marine Council, the Coast Guard is familiar-
izing the maritime industry, seamen, boat owners, and others Wlth the
new international rules.

At the request of the Military Sea Transportation Service of the
Department of the Navy, the Coast Guard has set up an expanded
program for the inspection and certification of merchant-type civilian-
manned transports.

The program for effecting structural alterations on “T-2" type
tankers, initiated in the fiscal year 1952, as a result of serious struc-
tural failures on & number of Vessels of the class, has been brought
substantially to completion. Remedial measures taken included an
increase m longitudinal strength and installation of additional “crack
arrestors.” In addition, a manual suggesting satisfactory loading
and ballasting practices was completed by the American Bureau of
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Shipping in cooperation with the Coast Guard. During the winter
-season of 1952, serious structural failures of merchant vessels were
reported on only four United States vessels and none of the vessels
‘involved was a “T-2" type tanker.

The United States, as a contracting Govelnment assumed addi-
-tional obligations, under Chapter VI of the Conventlon for the Safety
of Life at Sea, 1948, with respect to-the carriage of dangerous cargoes
at sea. The Coast Guard was allocated : this responsibility under
Executive Order 10402 but, because of expansion of the chemical
industry and allied act1v1t1es, was unable alone to handle the inspec-
tion and administration required without great additional -expense.
The National Cargo Bureau, Inc., a nonprofit, privately owned
corporation, was mcorporated and subsequently formally ‘authorized
by the Coast Guard to assist in the administration of certain pro-
visions of the Dangerous Cargo Act and the 1948 Convention. Joint
groups from the Coast Guard, American Petroleum Institute, Manu-
facturing Chemists, and the National Cargo Bureau, Inc. continued
fo review regulatory material on this subject, as. well as allied prob-

erms.

In response to statutory requirements for Federal Government
regulation of the navigation and vessel inspection laws in Guam, an
inspection office was estabhshed there during.the. year.

Based on experience in the operation of merchant vessels on the
Great Lakes since the inception of Federal load-line standards in
1935, the Coast Guard was requested to consider amending require-
ments to permit deeper loading during intermediate and summer
seasons. After consultation with American Bureau of Shipping
‘technical committees and the Canadian authorities, and after holding
-a public hearing, changes were adopted establishing a new load-line
mark and new seasonal limits applicable to the Great Lakes.

On July 31, 1947, -2 new system was established for handling
approvals of items of live-saving and fire-fighting equipment required
on merchant vessels. Approval of each item is limited to a period
of five years and reconsidered at the end of that time. Thus, obsolete
items are automatically eliminated. On July 31, 1952, the first five-
year period was completed. Approval of 629 items in this first group
was terminated and approval was extended on 507 items. During
the fiscal year, 393 items were granted approval in addition to those
.noted above, and of this number 98 were extensions of previous
approvals.

All certificates of 1nspect10n issued by the Coast Guard to merchant
vessels are being combined into one form to simplify procedures.
Approximately 7,000 forms issued annually will be prepared on the
nevsi type of certlﬁcate instead of on seven different forms used previ-
ously.

There were 2,571 marine casualties reported during the year. In
138 of them, 280 lives were lost. Eight involved the loss of vessels of
more .than 1000 ‘gross tons. The “most serious casualty was the
foundering of the ore carrier S. S. Henry Steinbrenner with the loss of
17 lives during a severe storm on Lake Superior. Marine Boards of
Investigation were conducted in 19 cases and 2,000 othel casualties
‘were investigated by less formal methods. : :
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..A digest of certain.phases of the marine inspection activities followss:

- Gross ton-:

| Number of |
i |7 vessels lw]/zg:e?sf
Annual inspections completed L e wlcammmman " 6,275 | 20,513,781
Drydock examinations. . _.___.. 5,203 | 21,629,362
Reinspections

2,497’ | 8,916, 268"
Special surveys (passenger vessels)2 89 :

Special examinations by traveling lnspectors of passenger and tank vessels. A 216 |
Mlscellaneous S PG OIS - o e . 20,455 |-

U. 8. C.288)3
Violations of navigation and vesse nspectzon la
Factory inspections ¢
Merchant vessel plans reviewed 8

1Includes 215 vessels, totaling 533 427 gross tons, which were conversions or new construction completed
during the year. B

2 Discontinued Febmaxy 17, 1953.

3 The total of vessels numbered is 33,589 less than that reported for the fiscal year 1952, mainly because of"
removal from the records of 59,595 vessels which are exempt from the numbering reqmrements This
represents a net gain of 26,006 vessels.

4 There were factory mspechons of 465,926 items of equipment. This does not include special visits by
traveling inspectors to 46 factories to check the various methods of manufacture and inspection of Coast
Guard approved equipment.

- 8 Refers to number of separate plans or blueprints reviewed, not number of vessels mvolved

Merchant marine personnel —Licensing and certificating of merchant
marine personnel involved issuance of a total of 93,285 documents.
Of this number, 26,566 were issued to persons who had no previous
service in the merchant marine, and 343 were licenses issiied to radio
officers under the provisions of "the act of May 12, 1948 (46 U. S. C.
229 (¢)). In the interest of national defense, 481 "individual waivers
of manning requirements for merchant- vessels were issued.  Shipping
commissioners supervised the execution of 14,214 sets ‘of shipping
articles in conriection with the shipment and dlscharge of seamen.

Merchant marine investigating units in major United: States ports
and merchant marine details in certain foreign ports continued to
operate in the administration of discipline in the merchant marine in
accordance with the provisions of the act of May 12, 1948. Merchant
marine details in London, Antwerp, Bremerhaven, Naples, Trieste,
and Piraeus operated throughout the year and on October 16, 1952,
a merchant marine detail was established at Yokohama to handle
increased inerchant marine problems occurring there as a result of
the Korean conflict. During the year, 10,859 investigations of casés
involving negligence, incompetence, and misconduct were conducted
with charges being preferred in 1,022 cases. Hearings looking
toward disciplinary action in these latter cases were conducted by
civilian examiners. :

Aids to navigation ‘ ' .

On June 30, 1953, a total of 38,169 alds to nawgatlon ‘were main-~
taified in -the nav1gable waters of the United States, its Territories,:
possessions, the Trust Territory of the Pacific Islands, and at overseas
military bases. - These aids consisted of loran: statlons radarbeacon :
stations, light stations, fog signal stations, radiobeacon stations, -
horhtshlps lighted and unlighted-buoys, minor lights, and daybeacons."

Durmg the year, 1,413 new aids were established and 1,255 aids’
were discontinued, resultmg in-an increase of 158. - For the most’ part,
these ‘changes were necessary: to mark compléted rivers and harbors’
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improvements and to mark changes in natural channels. - On June
30, 1953, thirty-seven Coast Guard loran stations were supplying
long-range navigational service to aircraft and ships over widespread
areas. This total includes a two-station extension to the Japanese
chain and a one-station extension to the Hawaiian cham which were
established during the fiscal year.
Ocean stations ] o

Coast Guard ships transmitted 70,020 weather reports, made
55,217 radio contacts with aircraft, rendered assistance in 22 cases,
and cruised 943,589 miles in connection with the ocean station pro-
gram. Ocean. station vessels provided search and rescue, communi-
cations, air navigation facilities, and meteorological services in the
ocean areas regularly traversed by aircraft of the United States and
other cooperating governments. The Coast Guard operated five
stations in the Pacific Ocean and five stations in the North Atlantic
. Ocean. An additional North Atlantic station was operated by the
Coast Guard two-thirds of the time and by the Netherlands the
remaining one-third. Upon request of the Netherlands Government,
two of its patrols on this station were made by Coast Guard vessels
because the Netherlands vessel was needed in the North Sea while
repairs to the dikes were being effected.

International Ice Patrol

The post-season activities of the International Ice Observation and
Ice Patrol Service in the North Atlantic Ocean for the 1952 season
consisted of an oceanographic survey made by the C. G. C. Evergreen
from July 7 to July 27, 1952, in the area northerly from the Grand
Banks to Baffin Bay.

Preliminary aerial reconnaissance flights by aireraft operatmg from.
Argentia, Newfoundland, commenced for the 1953 season on. Feb-
ruary 10, 1953, and routme aerial ice reconnaissance was begun
March 10. Immediate danger to the shipping lanes existed between
March 24 and April 6, 1953, when three icebergs were sighted in the
vicinity of the North Atlantic lane route then in effect. Since the
locations of these bergs were known accurately and the danger to
shipping was considered temporary, it was not necessary to inaugurate
a surface patrol. The C. G. C. Evergreen made four cruises carrying
out the program of oceanographic surveys in the region of the Grand
Banks. Operations for the 1953 season were discontinued on June 6,
1953. ‘ :
Bering Sea Patrol

The Bering Sea Patrol was carried out by the C. G. C. Storis from
June 12 to September 21, 1952. The purposes of this annual patrol
are the protection of life and property, protection of the seal herds
and other wildlife, law enforcement and transportation of a floating:
court, in the administration of justice, the furnishing of medical and
dental assistance to natives and others in remote localities in the areas
contiguous to the Bering Sea and Arctic Ocean, and the logistics sup-
port of isolated Coast Guard facilities. During the patrol, the Storis
cruised 10,479 miles, carried 38 passengers on missions in the public
interest, transported 54.2 tons of frelght 9.5 tons of fuel oil, 8.7 tons
of gasohne and 7,499 pounds of mail for Government agencies, and
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rendered medical treatment to 1,305 persons- and dental treatment to
593 persons.

Facilities, equipment, constructlon, and development

Floating units.—The larger ships in active commission at the end of
the year consisted of 195 cutters and buoy tenders of various types, 63
patrol boats, 36 lightships, 41 harbor tugs, and 10 buoy boats. During
.the year, they cruised 3,299,215 miles, compared with 3,216,617 miles
the previous year.

The 195 cutters include two special vessels, the C. G. C. Courier and
the C. G. C. Eagle. The Courier, a 339-foot vessel equipped with
radio broadcasting facilities, is manned and operated by the Coast
Guard for the Voice of America program of the State Department?.
The Eagle, a 295-foot training vessel, is placed in commission each
year for the Coast Guard cadet practice cruise.

The lightship WAL—-613 was commissioned on September 12, 1952,
and assumed duty as Ambrose Lightship on October 6, 1952, replacmg
lightship WAL—533 WAL—533 assumed duties as Portland Lightship,
Portland, Maine.

In Aprll 1953, the 15, OOO beam candlepower optic on lightship
WAL-613 was replaced by a stabilized optic lens. The intensity of
this new lens is variable between 250,000 and 5,000,000 beam candle-
power. As prevailing atmospheric conditions change, this increase
and flexibility in candlepower will permit mariners to make use of the
light under conditions not heretofore possible.

Construction of new Coast Guard-designed 95-foot diesel-powered
seagoing steel patrol boats has been started at the Coast Guard Yard.
These boats are being built to provide facilities required to carry out
the port security program and as replacement for three vessels ap-
proaching obsolescence. Thirteen hulls have been launched to date
and the first boat to be completed is now undergoing evaluation tests.

Six destroyer escort type vessels were reactivated and assigned to
search and rescue duty. The Coast Guard also reactivated the C.G. C.
Westwind (WAGB-281), one of the two icebreakers returned to this
country after being loaned to Soviet Russia during World War II; the
Sebago (WPG—-42) as a replacement for the Dexter (WAVP-385) which
was decommissioned; and the Zahoma (WAGE-10) for guard ship
duty at the entrance to Chesapeake Bay. In addition, under the
military defense assistance program, the service reactlvated six 83-
foot patrol boats and constructed six 40-foot utility boats.

In addition to the larger ships, 268 motor surfboats, 171 motor
lifeboats,” 1,198 miscellaneous motorboats, 1,913 nonpowered ‘eraft,
and 76 barges were in operation.

Shore establishments.—Shore establishments at the end of the fiscal
year included 12 district offices, 2, area offices, 4 inspection offices, 3
section offices, 24 bases, 24 depots 46 marine 1nspect10n offices, 7 mer-
chant marine detalls located in foreign ports, 11 examiner ofﬁces 27
group offices, 1 sh1pyard 2 supply centers, 10 supply depots, 1 receiv-
ing center, 1 tramlng station, 1 académy, 9 air stations, 13 air detach-
ments, 1 aircraft repair and supply base, 16 radio statlons 150 life-
boat stations, 37 loran transmitting stations, 331 manned. hght sta-
tions, 56 hght attendant stations, 1 fog 51gnal station, 3 radiobeacon

Nl 'I;ransferred to the United States Information Agency as of Aug. 1, 1953, under Reorganization Plan
0. 8 of 1953
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stations, 1 radio direction finder station, 1 electronic engineering sta--
tion, 27 recruiting stations, 5 ship training detachments, 13 electromnic-
repair shops, 1 field teotmg and development unit, and 10 moorings. -
Captain of the port offices, supplemented by port secunty units, con-
tinued to be maintained in major shipping centers. Six search and
resciie groups, each comprised of a rescue coordination center, vessel,
and aircraft, were established at locations outside the contmental',
United States serving principal military and civilian air lanes.

- Indicative of the improvements made in these facilities during the
year were the construction of a loran station on Saipan; the installation
of five mobile loran stations in the western Pacific area; reconstruction
of the French Frigate Shoals (T. H.) loran station; and the building
of signal power buildings at Cape Blanco,- Oreg. and Pt. Grenville, .
Wash. Industrial shops were completed at Depot, St. Louis, Mo.,
and Aircraft Repair and Supply Base, Elizabeth City, N. C. Rescue
coordination centers for search and rescue units were provided on
islands in the Pacific and Atlantic Oceans. Air detachment facilities .
at Annette Island, Alaska, were expanded.

Construction of the search and rescue facilities at Wake Island were
well under way on September 15, 1952, when the typhoon “Olive”
struck the area and destroyed all the partla]ly completed construction
above ground. Severe damage was caused to the Coast Guard loran
transmitting station built several years previously and a bridge pro-
viding access to the loran station was partially destroyed. Emergency .
repairs were made to the loran facilities and within a few days the
station was restored to service. In view of the long delays which
would have resulted from attempting to rebuild the destroyed steel
buildings planned for the search and rescue unit, wood frame structures
were constructed to fit the newly placed concrete foundation.

Projects started during the fiscal year and still in progress are mobile
loran transmitting stations at four more locations in the western Pacific
area, and new loran transmitting station structures at Nantucketv
Mass. and Pt. Arena and Pt. Arguello, Calif. Contracts are also in-
progress on the extension or replacement of seaplane ramps, together
with paving reinforcement at air stations in St. Petersburg, Fla., and
Elizabeth City, N. C., to accommodate heavier aircraft. Other work
under way includes an 'industrial shop at Base, Sault Ste. Marie, Mich,

Aireraft.—During the year the Coast Guard operated 137 fixed and
rotary wing aircraft from nine air stations and thirteen air detach-
ments. -Air detachments outside the United States proper are located
at Argentia, Newfoundland; Bermuds Islands; San Juan, P. R.;-
Honoluly, T. H.; Midway Island Walke Island, Gua,m M. 1. Sa,ngley'
Pt,P.1; 'Annette Island, Alaska; and Kodiak, Alaska: The additional
air detachments and the additional aircraft to those in fiscal 1952 were
operated in support of the military readiness program involving in-
creased search and rescue facilities. Nine fixed wing and eight rotary
wing aircraft were acquired as replacements of over-age alrcraft with
attendant improvements in speed, range, and utility. »

In carrying out various duties, 18,747 sorties were flown for a total
of 47,203 hours. Aircraft flew 1 143 836 ton-miles of supplies and;
equlpment in logistic support of isolated Coast Guard shore. units not,
served by regular commerclal alr or surface transportatlon
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Communications.—During the year the Coast Guard has been ad-
- justing frequency assignments in accordance with the recommenda-
tions of the Extraordinary Administrative Radio Conference (EARC)
Geneva 1951. Approximately 35 percent of existing operations are
now in consonance with the international table of frequency allocations
- contained in the Radio Regulations, Atlantic City, 1947. ’
~ Because adequate commercial facilities became, available, approxi-
mately 325 circuit miles of Coast Guard telephone facilities were dis-
“continued. A total of 15,960 circuit miles of landwire and cables are
operated in areas where commercial facilities remain inadequate.

New developments—A remote controlled high-frequency radio
direction finder, developed in Coast Guard electronics laboratories, is
now ready for field testing. The equipment, designed for unattended

" operation and for installation at a technically suitable location within
a distance of 20 miles from a radio station, will be controlled by the
operator on watch at the radio station. Likewise, high-frequency

" radio direction finders for search and rescue have been developed for
both aircraft and surface craft to supplement the precision shore
station high frequency radio direction finder. _ ' ,

The loran system, a long-range electronics navigational system of
the pulsed variety, requires that the emission of pulses from loran
stations be synchronized as closely as one millionth of a second.
These tolerances and the limitations of equipment have required a
continuous manual watch on equipment. A new method of synchro-
nizing loran signals has been developed by a Coast Guard officer.
Automatic loran synchronizing equipment incorporating this new
development has been field tested at three operating loran stations,
with successful results. Plans have been made to install this equip-
ment at other stations.

A mobile loran station was developed and utilized to meet the
requirement for loran expansion in the Pacific area. Such a station is
complete from a technical standpoint, containing prime power supplies,
communications equipment, and loran transmitting equipment.
This development permits the building of loran stations where trained

" engineers and craftsmen are available and assembly line techniques
may be utilized. Once tested, the stations can be transported to
frontier areas and can be put in operation by personnel on the site.
This reduces requirements for construction by technical engineers.in
frontier areas where the costs are exorbitant. Where needs for
navigational coverage change, the stations can be moved to meet new
‘¢conditions. : L .‘

The program for standardization of buoys has resulted in the
development. of designs for five classes of buoys to replace eleven
classes, Four of these new designs have integral radar reflectors

“which more than double the range at which these buoys can be
detected by radar. . : ‘ : o

- Ship Structure Committee.—The Ship Structure Committee con-

" tinued its research. program to improve the hull structures of ships.
Under the chairmanship of the Engineer in Chief of the Coast Guard,
the committee consists of members from the various agencies princi-
pelly concerned with ships; i. e., Navy Department, Maritime Ad-
ministration, the American Bureau of Shipping, and the Coast Guard.
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The National Academy of Sciences, National Research Council
contributes important technical assistance and advice.

Personnel

. Actiwe military and civilian.—On June 30, 1953, the military person-
nel strength of the Coast Guard on active duty was 34,491, consisting
of 3,177 commissioned officers, 452 commissioned warrant officers, 343

- cadets, 454 warrant officers, and 30,065 enlisted men. The authorized
force of civilian employees at Coast Guard headquarters was 919. In
the field service the authorized civilian force was 1,472 salaried person-
nel, 3,179 wage board employees, and 586 part time lamplighters.

On June 5, 1953, 86 cadets were graduated from the Academy and
commissioned as ensigns. In the 1953 nation-wide competitive
examination for appointment as cadets, 413 received passing grades
from among 1,014 who took the examination for appointment to the
class of 1957. The 1953 cadet practice cruise, a two months trip to
Norway, Belgium, Spain, and the Canary Islands aboard the cutters
Eagle and Rockaway, commenced June 9, 1953. ' :

In addition to Academy graduates, regular officers for the Coast
Guard were obtained by the selection of chief warrant and warrant
officers or enlisted men in the Coast Guard, and from among qualified
Merchant Marine officers.

Newly appointed Reserve officers have been procured as replace-
ments for Reserve officers who have completed twenty-four months of
obligated service and have been released from active duty. The
number of Reserve officers being released from active duty has been
relatively high since March 1953, and will continue so through
February 1954, the number per month ranging from 30 to 75 officers.

Throughout the year enlisted reservists without previous active
duty were called to active duty upon request of the individual, utilizing
the authority of Section 21 of the Universal Military Training and Serv-
ice Act of 1948, to insure reemployment rights. Such persons were
called for two years of extended active duty.

During the early part of the year enlisted retirements were curtailed
inasmuch as available funds were not sufficient to permit retirements
for reasons other than statutory retirement for age, 30 years’ service,
and physical disability. Unanticipated attrition of the retired list
and failure to retire as many as expected for physical disability made
it possible during the latter part of the year to permit the voluntary
retirement of 170 enlisted men eligible for and desiring retirement -
‘because of 20 years’ service. There remains a backlog of 233 applica-~
tions from men desiring such retirement. ' o

Of 15,407 men who applied for enlistment in the Coast Guard,
4,166 were enlisted, 2,751 were rejected physically, 7,154 were rejected
for other reasons, 434 were accepted but failed to enlist, and 902
applications were pending on June 30, 1953.

To meet continuing demands for an adequate number of petty
officers, an advanced training program for enlisted men was continued
at approximately the same level as in 1952. The number receiving
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this training was 4,784, 3,299 in Coast Guard schools, 1,354 in Navy
schools, and 131 in all other schools.

Enrollments in Coast Guard Institute correspondence courses in-
creased to 12,725, Coast Guard enrollment in the U. S. Armed
Forces Institute courses increased approximately 50 percent.

The Coast Guard continued its program of cooperation in the train-
ing of foreign nationals. Representatives from Iraq, Sweden, India,
Greece, Haiti, Ryukuia, Formosa, Japan, Canada, Australia, and Italy
studied and observed Coast Guard activities.

Public Health support.—On June 30, 1953, 32 medlcal officers, 40
dental officers, 8 nurses, and 1 scientist officer of the U. S. Public
Health Service were on dut,y at Coast Guard units. Full-time cover-
age by medical officers was maintained during the -year for ocean
weather station vessels manning stations ““Alfa,”” “Bravo,” and
“Coca.” Five full-time medical officers were carried on the staff of
Commander, Coast Guard Western Area for duty on ocean weather
stations bugar” and ““Victor.”

Military justice—During the year, 1,342 courts-martial cases were
received for processing, a reduction of 142 from the fiscal year 1952,
Included were 30 general courts-martial, 369 special courts-martial,
and 943 summary courts-martial. Appellate review by the Board of
Review was required in 20 general and 64 special courts-martial cases
and six Board of Review cases were appealed to the United States
Court of Military Appeal. Of these, four were affirmed and two are
niow pending. -

Coast Guard Reserve—~The purpose of the Reserve is to provide a -
trained force of officers and enlisted personnel which, added to regular
personnel, will be adequate to enable the Coast Guard to perform its
functions and duties at all times. The Chief of the Office of Personnel
at Coast Guard Headquarters is the flag officer designated, pursuant
to Section 256 (b) of the Armed Forces Reserve Act, to have direct
responsibility to the Commandant for the admlmstratlon of the
Reserve. A Reserve director on the staff of each Coast Guard district
commander administers Reserve affairs locally.

Steady progress has been made during the year in carrylng out the
provisions of the Armed Forces Reserve Act of 1952. Indefinite term
appointments have been tendered to Coast Guard Reserve officers, as
required by this act, in lieu of 3-year commissions, with appro*ﬂmately
86 percent accepted
" The Coast Guard Reserve is organized into paid drilling umts
nonpaid drilling units, unassigned personnel, inactive status hsts and
retired Reserve lists.

During the year, the Reserve experienced & steady growth in the
number of persons; organized units, and personnel participating in the
orgarized training program. At the end of the fiscal year the strength
of the Reserve had reached 17,597 distributed as follows: On extended
active-duty, 951 officers and 1,602 enlisted men; and on inactive duty
2,602 officers and 12,442 enlisted men.

Reserve training is divided into 3 major prograwms: port security,
vessel augmentation, and aviation. The port security and vessel aug-
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meutation programs comprise 48 scheduled drills and 2 weeks of active
training duty annually, all with pay.  The aviation prograim-is oper-
ated by -affiliation with units of the naval air reserve program. At
‘present-the 77 organized Reserve: training units-are using 63 joint
fac1ht1es 12 Coast Guard facilities, and 2 civic facilities.

The port security training program, representing the major phase
-of the Reserve training program, experienced the greatest growth
‘during the year. On June 30, 1953, 57 organized Reserve training
units, port security, were¢ in commission, with 391 officers and 3,914
enlisted men associated in- & drill pay status. This represents an in-
“crease over the previous year of 15 units, 123 officers, and 1,065 en-
listed men. The vessel augmentation training program was expanded
to 20 units, with 121 officers and 638 enlisted men associated in a drill
pay status, an increase over the previous year of 5 units, 45 officers,
and 353 enlisted men. On June 30, 1953, there were 130 officers and 52
enlisted men who were affiliated with the training program but who
were drilling with organized units of a Reserve component of another
Armed Force, because of nonavailability of a Coast Guard organized
unit in their 0e0graphlc locality, or because of their participation in
the aviation program at a Navy installation.

An extensive active duty for training program was carried out during
1953 for officers and enlisted men of the Reserve. Approximately
4,599 reservists were assigned to active duty for training during the
year. -In connection with the active duty for training program, a
three-day test mobilization drill was conducted for all organized units,
with "an overall participation of 80 .percent of on-board strength.
Recruit training for newly enlisted reservists, together with unit and
‘special training of individuals, was conducted throughout the year at
the Coast Guard Receiving Center, Cape May, N. J.

New Reserve officers are obtained primarily from among college
graduates, who attend the four-month Officer Candidate School at
New Loadon, Conn. Graduates of this school are commissioned en-
signs in the Reserve and are immediately placed on active duty. - Upon
release from active duty they perform such Reserve obligations as are
required by law.

Administration o

Fiscal and supply management —The basm framework for the. im-
proved accounting and supply systéms having been established, em-
phasis has been placed, during the: past year, on practical use of
financial reports for management of. the service. In the Coast Guard
monthly financial reports significant trends and developments were
summarized in nontechnical form in a “highlight” section. Analysis
of the industrial operations at repair bases and depots served as a
bas’s for standardizing certain financial management practices at such
units. ‘Continuing examination was made of costs of comparable-type
umts to discover reasons for 31gn1ﬁcant variances. o
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The first annual cycle of comprehensive on-site audit of districts,
headquarters-units, and headgquarters by Coast Guard: internal audi-
tors was completed during the year. These audits evaluate opera-
tionsal efficiency of comptroller activities, effectiveness of fiscal policies
and procedures, extent of the utilization of financial data in manage-
"ment of units, and adherence to prescribed fiscal pelicies and proce-
dures

-.Supply operations continued toward the goal of 1dent1fymg, apprais-
1ng, recording, and reporting all material and segregating it into proper
categories for effective control. The total amount of the stock inven-
tory reported as of April 30, 1953, was $40,475,818, as compared with
1$19,397,236 reported on July 1, 1950. The increase is attributable
pr1n01pally to recording material already on hand which had not pre- .
viously been taken up, and is exclusive of material in use, on allowance
lists or in stock at consnming units. At the end of the year more
than 95 percent of all stocks available for issue had been properly
recorded and reported.

Complementing the program for improved inventory reportmg,
during the past year excess and scrap material actually sold was
valued at a total of $3,329,564.73 and excess declarations, totahng in
value $1,517,768.27, have been processed for disposition.

Personnel safety program.—Accidental injuries to civilian employees
were- reduced approximately 25 percent as compared with 1952.
Some success was also obtained in reducing damage due to fires and
in reducing off-duty motor vehicle fatalities during fiscal 1953: A
system -of examination and certification of all motor vehicle operators
was instituted. Effective July 1, 1953, every operator of a Coast
Guard motor vehicle must have in his possession a Coast Guard
operator’s license. - ‘

Coast Guard Auxiliary

The Coast Guard Auxiliary closed the fiscal year with 13,071
members and 7,989 facilities, including boats, planes, and amateur
radio stations. The primary activity of this volunteer nonmilitary
organization, which is active in 151 communities, is the promotion of
safety and efficiency in the operation of small boats.

In pursuit of its statutory purposes, the accomplishments of the
Auxiliary included examination of 18,591 motorboats, patrolling 338
regattas, and answering 1,808 assistance calls.

An understanding has been reached between the Coast Guard and
the Federal Civil Defense Administration that presages participation
by the Auxiliary in civil defense emergency and natural disaster relief.

Funds available, obligations, and balances

During the fiscal year 1953, the sum of $4,668,300 was expended
for mustering-out payments under the provisions "of the Mustering-
“Out Payment Act of February 3; 1944, as amended (38 U. S. C.691),
and the Veterans Read]ustment Assistance ‘Act of- July 16, 1952
(37 U. S: C. 37). I settlement of unused leave, under the: act: of
August 9, 1946 (37 U S C 37), $1 640, 105 was pald 10 . 7 142
clmmants e

273018 —54——12
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The following table shows the amounts available for the Coast
gruard during 1953, and the amounts of obligations and unobligated
alances. S : ,

Funds . Net total |Unobligated

-. available obligations | balances
Operating expenées ............................................. $199, 200, 000 | $197, 576,228 | t $1,623, 772
Reserve training. ___ 2, 600, 000 2, 467, 765 132, 235

17,625,000 | 17,612, 493 12, 507

Retired Pay .ol iiiceieas 2,
228,643,758 24,823,170 3, 820, 588

Acquisition, construction, and improvements..

Other prior year appropriations. .. .. coocooococracaaaooioan = 13,611 13,611 | ...,
Total appropriated funds_ _ ... ... . ..__.._ e T 248,082,369 | 242,493,267 | 5,589,102
Trust funds:
Coast Guard Academy, donation for chapel, Treasury
Department . . ... mcecicece—enaa - 10, 336 10,336 |ocecienaea
United States Coast Guard gift fund... .. .. ... 100 100 fcomomeeoes
Total trust funds. ... ..l - 10,436 10,436 |..........__

Working funds established by advances from other agencies:
Department of Defense:

Department of the Navy._ ..o iiiiceiiicanan 855,072 837, 190
Depertment of the Army ... - 41,770 41, 770
Federal Security Agency.._... . 617, 796 617, 796
Department of Commerce .. - 120 | . 120 |
Department of State. ... e 450, 000 4186, 925 33,075
Total working funds__ e 1,964, 758 1,913, 801 50, 957

Grand total.. .. icciceee- 250,057, 563 | 244, 417, 504 5, 640, 059

1 Includes unapportioned reimbursements in the amount of $282,191.
3 Funds available under appropriation ‘‘Acquisition, Construction, and Improvements” include une
obligated balances brought forward from prior year appropriations in the amount of $4,393,758,

United States Savings Bonds Division

The United States savings bouds program rounded out 18 years of
existence in the fiscal year 1953, continuing its basic purposes of
encouraging national thrift and security for individuals through
investment in nonwmarketable Government securities not subject to
fluctuations in market price.

" Sales of Series E and H bonds to individuals during the fiscal year
1953 amounted to $4.1 billion, more than 20 percent ahead of sales
during either of the two precéding years. This increase in sales,
combined with practically no increase in redemptions during the year,
brought the volume of bouds c¢f these two series outstanding at the
end of the year to an all-time peak of $36 billion.

To emphasise their insulation against market fluctuations, the
present basket of securities—expanded into four series from the single
original “baby’’ bond—continued to be registered securities which
were not transferable. Although savings bonds are not eligible for
collateral, they are, of course, easily redeemable by their owners at
specified redemption.values. As a result, the average small investor
has available to him a security which provides a fair rate of return
according to the length of time the bond is held and he knows he can
always get his money whenever the need arises. -

. The aim of the Savings Bonds. Division-is to sellithe:greatest.dollar
amount. of bonds possible: to' promote thrift- and ‘future security, and
furthermore to encourage holders of E bonds to realize the value of
keeping their bonds not onlv to maturity but also for the ten additional
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years of the extensicn period. In this way the Division can help
immeasurably in achieving a wider distribution of the ownership of
the public debt and in providing funds to help finance the defense
_effort in a noninflationary way.

The Division employed its staff and volunteer organization to
encourage established investors to hold their maturing E bonds for an
additional ten years. The importance of publicizing this privilege is
seen readily-when it is realized that approximately ‘$23 billion of this
type of security reach maturity in the five-year period ending in fiscal
1957. The success of this endeavor is measured by the fact that 75

_percent of maturities have remained uncashed since the extension priv-
ilege was first offered in 1951.

The work of volunteers in the Division’s program continued to
over-shadow all other efforts during the year. This was particularly
true in the promotion of payroll savings where important industry-wide
campaigns were conducted during the period under review. It is
estimated that at the close of fiscal 1953 more than 8 million persons
employed in industry and Government were signed up on this auto-
matic plan. The net gain during the year was more than half a million
persous. The payroll saver purchases on the average $20 worth of E
bonds each month. '

Of primary importance in the promotion of payroll savings in the
past year have been the accomplishments in industry-wide campaigas.
This series of campaigns involves industries which employ well in
excess of five million workers. OQutstanding in these promotional
campaigns were those of the petroleum industry, air transport lines,
the glass industry, the aircraft manufacturing industry, the automobile -
industry, the telephone industry, the machine tool industry, and the
mesat packing industry.

During the year, savings bond farm promotion developed to meet
the need of the farmer for investing an amount of money equal to the

-annual depreciation of farm equipment. Recognizing that most

farmers are unaware of their depreciation costs, the farm branch
launched a wide program of education and promotlon to bring this
topic to the attention of all farmers.

Perhaps the most significant stride made in farmer education on
farm machinery replacement was the obtaining of the full support of
the farm implement industry, especially the dealer. Through the
services of the National Farm Machinery Dealers Association, all

" dealers have been supplied with posters, direct mail material, folders
and other information, to help keep the replacement plan before
farmers.

Additionally, the Executive Director of the National Retail Farm
Equipment Association distributed farm posters and leaflets to all
State secretaries of the Retail Farm Equipment Associations. These
efforts resulted in an increase in sales of over 50 percent in Series E and

" H savings bonds in 643 selected farm counties during the first five
months of 1953 as against sales in the comparable period of the
previous year,

During the year, the Advertising and Promotion Branch was able
to obtain a donation.of: over $50 million:; worth: of advertisingin
broadcast and ‘printed media, and additional ‘unestimated m1lhous
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of dollars worth of support in motion- plctures ‘Dewspaper features,
and editorial cooperation.
An average of more than 750 publications each month with an
aggregate monthly circulation of 150 million, contributed space for the
Medal of Honor series; more than 275 executive business publications,
having a total circulation of some 5 million businessmen each month,
donated space for the series of messages promoting the installation
and promotion of the payroll savings plan; an average of 35 important
farm publications each month, having a total circulation of 10 million
farm subscribers, donated space for the promotion of the farm ma-
" chinery replacement program; and four general newspaper advertise-
ments each month were developed produced, and merchandised to
daily and weekly newspapers by direct mail.  An average of 4,505
mats were ordered by daily newspapers each month and an average of
14,885 by weekly newspapers. The advertising linage contributed by
“the daily newspapers exceeded 8 million lines during the year. The
%marre of weekly newspapers is estimated to be in excess of 25 million

ines

United States Secret Service

The major functions of the United States Secret Service, under
direction of the Secretary of the Treasury, are protection of the person
-of the President of the United States and members of his immediate
family, of the President-elect, and of the Vice President at his request;
the detection and arrest of persons committing any offenses against
-obligations and securities of the United States and of foreign govern-
" ments; the detection and arrest of persons violating certain laws re- -
lating "to the Federal Deposit Insurance Corporation, Federal land:
banks, joint-stock land banks, and national farm loan associations;
and the detection and arrest of any persons violating any laws of the
United States directly concerning official matters administered by
and under the direct control of the Treasury Department. These
and other duties of the Secret Service are defined.in 18 U. S. C. 3056.

The Secret Service also directs activities of the White House Police
Force, which protects the Executive Mansion and grounds; and of the
Uniformed Force, which protects the Treasury Building and certain
other buildings housing Treasury Department~ activities,

Management lmprovement

The continuing management 1mprovement proaram is closely co-
‘ordinated with the inspection system, in which reglonal inspectors
malke regular and thorough inspections of all Secret Service field offices.
The Inspectors and the executive aide to the Chief comprise the
Secret Service Management Committee, Whlch functions under’ the
close supervision of the Chief.
. During the year, the Civil Service Commlssmn formally approved
a training agreement drafted by the Committee with the help of the
Treasury Personnel Division, to provide for systematic promotion of
Secret Service male clerks and qualified members of the Uniformed
Force to positions as special agents. Plans for a course for. the
speclahzed training of Secret’ Service agents were ~completed, but
‘the: course was not’instituted because of lack of funds to brmg ﬁeld
“agents to Washington for the training. =~ -
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A comprehensive collection of court decisions and opinions of the
General - Counsel of the Treasury Department and of the Attorney -
General was completed and issued to all field offices for study by
investigative personnel. The material relates dlrectly to matters of
official interest to the Secret Service. :

A complete manual on the production of currency was drafted and
is- being.prepared in final form for distribution to investigative per-
sonnel.. The manual deals exhaustively with methods used to manu-.
facture genuine, coins, paper money, bonds, stamps, and other obliga-.
tions of the United States; knowledge of these processes is of prime-
importance to personnel engaged 1n the suppression of counterfeiting. .

During 1952 the Secret Service recommended that cash payrolls in
Washington be eliminated in favor of payment by check to conserve -
manpower in the Uniformed Force, which protected the cash. Cash
payrolls have now been discontinued in all agencies except the Bureau
of Engraving and Printing where employees, because of the nature
of their work, are not at liberty to leave the buildings to cash checks.
Consequently, the complement of the Armored Truck Company of
the Umformed Force was réduced from 29 to 19 guards; and it appears
that other savings will result because the cost of payment by check
is less than by cash.

Plans were completed to transfer to the exclusive jurisdiction of the
Director 6f the Bureau -of Engraving and Printing that part of the
Uniformed Guard Force which protects the Bureau and which hereto-
fore had operated under the supervision of the Chief of the Secret
Service. The transfer to the Bureau was effective July 1, 1953. By
direction of the Secretary, the Secret Service will make annual inspec-
tions of the guards at the Bureau of Engraving and Printing and also
at the United States mints and assay offices.

An economy was effected upon recommendation of the Secret
Service that it be permitted to use administrative discretion in certain
cases in collecting overpayments made by disbursing officers. A sur-
vey had shown that in some iristances the Secret Service was assigning
its agents, upon request, to obtain refunds of small amounts involved
in overpayments and that in some cases the cost of obtaining a refund
was many times the. amount of the refund. The Secret Service con-
ferred with other interested Treasury officials who agreed to permit:
the Secret Service to use its own discretion in such cases, depending
upon travel and other factors affecting costs.

In its econtinuing program of field-office inspections, the Secret
Service sent its inspectors into field offices throughout the country to
review pending cases, to inspect office and motor vehicle equipment,
and to maintain close liaison between the field and the Washington -
headquarters. In the interests of increased efficiency, the inspectors-
recommended some changes in district boundaries.

A suggestion .submitted by an inspector recommendmg 51mphﬁed
reporting in routine check forgery cases was adopted with the approval
of the Office of the Treasurer of the United States. Under this new
system all hecessary information will merely be checked off on a
printed form - mstead -of belng submitted in lengthy typewritten
reports. -

Continued ,promotlon of the cash awards (employee suggestlon)
program tended to'increase efficiency and promote morale. - During
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the year the Secret Service Awards Committee considered 57 sugges-
tions and adopted 8. There were 7 suggestlons pendmg at the close
of the year.

One economy was effected by the Secret Service in the cost of
production of its credentials for special agents, and also in' the produc-
tion of passes for persons authorized to enter the Executive Mansion.
The previous high cost was incurred partly by the printing of indi-
vidual names on the credentials and passes. - By ordering-quantities’
of credential-inserts and quantities of passes without'names, and by -
inscribing the names by typewriter and using its own. laminating
equipment, the Secret Service reduced the cost of credentials from
$35.18 to about $3.50 each, and the cost of W]nte House passes from
$9.30 to approximately 28 cents each.

Protective and security activities

Following the Presidential election in November 1952 ‘the Secret
Service assigned agents to protect President-elect Dwi ht D. Eisen-
hower, under the basic authority given in 18 U. S. C. 3056. After
his 1nauguratlon the President was protected by the regular White
House detail of the Secret Service, and agents were also assagned to
protect the Vice President at his request Agents made preparations
for the President-elect’s journey to Korea and prov1ded protectlon
for him while there. ,

Enforcement activities

“Secret Service agents captured 12 counterfeiting plants before their.
operators could get one counterfeit bill into circulation, thus preventing
a potential flood of counterfeit money. Inall, 18 plants were captured.

Agents seized $287,715.75 in counterfeit bills made -in the other
plants, of which $172,785.50 had been passed on rétail storekeepers.
The balance of $114,930.25 was captured before it could be circulated.
The representative value of counterfeit coins seized totaled $6 406. 11,

f which $5,598.99 had been passed.

* There were 50 new counterfeit note issues and Vanatlons thereof
during the year, and 193 persons were arrested: for v1olat1no‘ the
counterfeiting laws.

The following table summarizes seizures of counterfeit money durlng
the fiscal years 1952 and 1953.

Counterfeit money seized—fiscal years 1952 and 1 953

<l

. . R S T N Percentage
~1952° - :1953. 7 drgc(;re(;asze’(gr) incréase, or
' decrease (~) -
Counterfeit and altered notes seized: ' : ! <
After being circulated... .. _.___..__.o._. $374,002.15 | $172, 785. 50 [—$201, 216. 65 —53.8
‘Before being circulated. ... ... 393, 802.25 114, 930.25 | —278,872.00 —70.8
L U 767,804.40 |  287,715.75 | '~480,088. 65 —62.5
Counterfeit coins seized: . .
After being circulated ... . ... ... 5, 859. 84 5, 598.99 —260. 85 4,5
Before being circulated. . coenueenncncannnnnn 266,70 807.12 o 540,42 | 202.6
B 11 73 S 6, 126. 54 6,406, 11 [ - - 279:57- 4.6
Grand total.__._._.__.._____ R, 773, 930. 94 204,121.86 | —479,809.08 © =620
P . N h s N
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Number of mvestzgatzons of criminal and noncriminal acthtzes-——ﬁscal years 1 952

and 1953
: T T ’ - . Percentage
. Increase, or | ;
Cases closed 1952 . 1953 decrease (=) dlgg::::'(&r)
Criminal caéeS'

Making or passing: .
Counterfeit notes 260 685 —~175 —=20.3
Counterfeit coins. ... _._..__..._. e 67 77 10 o 149
Altered obligations. _.oeoeo oo __ 310 371 61 19.7.

. Other counterfeiting. 184 | 272 88 47.8
. Porged Government checks. .. - 30,091 26,179 =3,912 ~13.0

Stolen or'forged bonds , 4,526 —374 —7.6

Protective research cases . 2,831 1,679 ~1,152 —40.7

Miscellaneous. . -eeeereeeciroccnnna- S, 209 397 188 90.0

Total. .. . 39, 452 34, 186 —5,266 | . ~13.4
Noncriminal. ... - 3,012 3,329 317 10_. 5
Grand total. oo cicccencees 42, 464 37,515 -4, 949 ~-11.7

There were 27,720 forged Government checks received for inves-
tigation and 7. 504 on hand at the beginning of the year. Agents
completed 1nvest1gat10ns of 26,179 forged checks worth $2 119,243.44,
but on June 30 there was a backlog of 9,045 checks awamng investi-
gation. Agents arrested 2,284 persons for check forgery.

In Boston, Mass., a cost accountant for a watch manufacturer
offered to prepare income tax returns for his fellow-workers, and
then falsified the returns to get tax refunds from the Government.
In each case he forged the taxpayer’s name to the return, and when
refund checks were delivered to him he forged and cashed them and
delivered a small percentage of the refunds to the taxpayers. When
arrested for check forgery, he estimated that he had netted more than
$5,000 through these frauds. The Intelligence Division of the Bureau
of Internal Revenue determined that some $50,000 in taxes is owed
to the Government by those who collected “refunds’” from the of-
fender. He pleaded guilty and was sentenced to 18 months.

The largest propomon of the checks stolen and forged during the
year were servicemen’s allowance and allotment checks, with veterans’
pension and social security checks ranking second and third.

Forgeries of stolen United States defense bonds also added to the
Secret Service case load. In addition to 1,752 forged bonds on hand,
4,345 forged bonds were received for 1nvest1gat10n Agents investi
gated 4,526 forged bonds worth $355,;564.55 and arrested 91 persons
for bond forgery.
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‘The Secret Service-arrested 231 persons-for crimes other.than.coun~
terfeiting and . forgery, making a total of 2,799 persons arrested.
There were 2,409 convictions, representing 98. 3 percent of convictions
in all cases prosecuted some of which were pending from the previous
year.

Prison sentences during the year totaled 2,549 years, and additional
sentences of 2,551 years were suspended or probated Fmes in.
criminal cases totaled $50,492.91.

Cases of all types received for investigation, including counterfeit-
ing and forgery cases; aggregated 38,834, and 9,952 cases were pending.
Although 37,515 cases were closed durmg the year, 11,271 cases were
awaiting mvestlo'atlon as of June 30. °

The followmo' table constitutes a statistical summary of Secret
Service 1nvest1gat10ns arrests, and dispositions for the fiscal years .
1952 and 1953.

Number of arrests and cases disposed of, fiscal years 1952 and 1953

v

Percentage .
increase, or
decrease (—)

os A Increase, or
1952 . 1953 decrease (—)

Arrests for:
Making or passing:

Counterfeit notes.._.c..coococoooooo_. .o188 105 -83 —4.1"
Counterfeit coins_. 17 24 A 41.2
Altered obligations. . 74 . 59 -15 —20.3
Other counterfextmg._. 11 5 —6 -54.5

Forged Government checks. .. 2,144 2,284 140 8.5

Violations of Gold Reserve Act. . .13 63 50 384.6

Stolen or forged bonds_......... 1056 91 -~14 —~13.3

Protective research cases. 74 105 | - 31 41.9

False claim cases........ 43 ‘4 —39 —90.7

Miscellaneous._..... 18 : 59 41 - 227.8

Total....... . 2,687 2,799 112 4.2
Cases disposed of:

Convictions in connection wit.h: ' ' : .
Counterfeit notes...................... 187 . 89 —08 g —52.4
Counterfeit coins.__ 21 o -10 —~47.6
Altered obligations.. 58 . 61 3 . 5.2
Other counterfeiting. ... 7 2 40.0

Forged Government checks. ... 1,963 1,993 30 L5

Violations of Gold Reserve Act. . L 14 . 100.0

Stolen or forged bonds.......... 90 85| - -5 —5.6

Protective research cases. 72 97 25 34.7

False claim cases. 3 2 -1 ~—33.3

Miscellaneous. 16 50 34 ©212.5

Total._..... 2,422 -2, 409 —13 —-0.5

Acquittals. . ... .49 . 424, c=71 .- =143

Dismissed, not indicted or died before trial 214 188 | . —26 | - —12.2

|
-~
.

Total cases disposed of . ...__.__._____.... 2,685 ’ ) 2,639 —46
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. Public Debt Operations v
Treasury Certificates of Indebtedness, Treasury Notes, and Treasury Bonds

Exhibit 1.—Offering of 2 percent certificates of Serles C-19531

[Department Circular No. 912. Public Debt]

TREASURY DEPARTMENT,
Washington, August 4, 1962,

I.. OEEEBING: OoF CERTIFICATES

1. The Secretary of the Treasury, pursuant to the authority of the Second
Liberty Bond Act, as amended, invites subscriptions from the people of the United
States for certificates of mdebtedness of the United States, designated 2 percent
Treasury certificates of indebtedness of Series C-1953, in e‘rchange for 1% percent
Treasury certificates of indebtedness of Series C—1952 maturln%August 15, 1952,
or 1% percent Treasury certificates of indebtedness of Series 1952, ma.turmg
September 1, 1952, . Exchanges will be made par for par in the case of the certif-
icates of indebtedness of Series C-1952, and at par with an adjustment of interest
al,)s of August 15, 1952, in the case of the certificates of 1ndebtedness of Series

-1952.

I1. DEscrIPTION OF CERTIFICATES

1., The certificates will be dated August 15, 1952, and will bear interest from
that date at the rate of 2 percent per annum, paya,ble with the principal at maturity
on August 15, 1953. They will not be sub]ect to call for redemption prior to
maturity.

2. Thesdncome:derived frgm: theicertificates shall-be subject to all taxés, now or
‘hereafter ‘imposed”under ‘the -Internal Revenue Code, or laws amendatory or
supplementary thereto. The certificates shall be sub]ect to estate, inheritance,
gift, or other excise taxes, whether Federal or State but shall be exempt from all
taxation now or hereafter imposed on the princi al or interest thereof by any
State, .or any .of the possessions of the United States, or by any local taxing
authonty .

3. The certrﬁcates will be acceptable to secure deposits of public moneys.
They will not be acceptable in ‘payment of taxes.

4. Bearer certificates will be issued in denominations of $1, 000, $5,000, $10,000,
$100,000, and $1,000,000. The certificates will not be issued in reglstered form.

5. The certlﬁcates will be subject to the general regulations of the Treasury
Department now or hereafter prescribed, governing United States certlﬁcates

III SUBSCRIPTION AND ALLOTMENT

1. Subscrlptlons will be received: at the Federal Reserve Banks and branches
and at the Treasury Department, Washington. - Banking institutions generally
may submit’ subscrlptléns foraccount of custofners; but only the Federal Reserve
Banks and the: Treasury Department are authorized to act as official agencies.

2. The Secretary ‘of the Treasurv reserves the right to reject any subscription,
in whole or in part, to al]ot less than the amount of certificates apphed for, and to
close the books as to any or all subscriptions at any time without notice; and any
action he may take in these respects shall be final. Subject to these reservatlons
all subscripticns will be allotted in-full. Allotment notices will be sent out
promptly upon allotment.
‘ IV. PayMENT

1. Payment for certificates allotted hereunder must be made on or before
August 15, 1952, or on later allotment. Payment of the principal amount may
‘be made onlv in, Treasury certificates of indebtedness of Series C-1952, maturing
August 15, 1952, or in Treasury certificates of indebtedness of Series D-—1952 maturing
';.eptember 1, 1952 ‘which will be accepted at par and should accompany the sub-
scnptron The full amount of mterest due on the certlﬁcates of . Serles 0—1952

1 Details of’ Department Clrcular No. 911, dated Juneé 16, 1952, covering the offering of certlﬁcates of Series
B-1953, dated July 1, 1952, will be found on page 256 of the ]952 annual report. Allotménts of these cer-
tiﬂcates will be tound in exhnbxt 2 _ . L

..

e .171
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surrendered will be paid to the subscriber following acceptance of the certificates.
In the case of the certificates of Series D-1952, accrued interest from Qctober 1,
1951, to August 15, 1952 (316.34221 per $1 000) will be paid to the subscrlber
followmg acceptance of the certificates.

V. GENERAL PROVISIONS'

1. As fiscal agents of the United States, Federal Reserve Banks are authorized
and requested to receive subscriptions, to make allotments on the basis and up to
the amounts indicated by the Secretary of the Treasury to the Federal Reserve
Banks of the respective districts, to issue allotment notices, to receive payment for
certificates allotted, to make dehvery of certificates. on full-paid Subscriptions
allotted, and they may issue interim receipts pending delivery of the ‘definitive
certificates.

2. The Secretary of the Treasury may at any time, or from- tlme to time, pre-
scribe supplemental or amendatory rules and regula.tlons governing the oﬁ‘enng
which will be communicated promptly to the Federal Reserve Banks.

= Joan W. SNYDER,
Secretary of the Treasury

Exhibit 2.—Details of certificate issues and 'allo't'm‘elits‘

Circulars pertaining to other issues of Treasury certificates of indebtedness
during the fiscal year 1953 are similar in form to the circular shown as exhibit 1
and therefore are not reproduced in this report. However, the essential details
regarding each issue are summarized in the following table and the final allot-
ments of new certificates in exchange for maturing or called securities are shown in
the succeeding table.

Summary of informaiion contained in circulars pertaining lo Treasury cemﬁcates
of indebtedness issued during the ﬁscal year'1963

Allot-

'R : -ment
. Num- . Date sub-\payment
Date of ber of Certificates of indebtedness issued.and secu- | Date of | Date of | scription | date on
circular circular rities exchanged for new issues issue |maturity| books lor before

- : closed (or on
later al-
lotment)

1952 1952 . 1968 1.962 1952
Aug., 4 912 2percent Series C—1953 ....................... Aug. 15 | Aug. 15 | Aug. 7 | Aug. 15

Exchanged for—
1% percent Series 0—1952 certificates
. maturmg Aug. 15, 1952
174 percent Series D-1952 certificates
maturing Sept. 1, 1952. 1. )
Nov. 17 917 | 2 percent Series C-1953 (additional issue)..... Aug. 15 | Aug. 15" Nov. 20 |2 Dec. 1
Exchanged for l7§ percent Series F—1952 .
maturing Dec , 1952, . 1 -
1958 1968 } 1954 . 1958 1958
Feb. 2 919 | 234 percent Series A—1954 ..................... Feb. 15 | Feb, 15 | Feb. § | Feb. 16
Exchanged for 176 percent Senes A-1953 C o N :
maturing Feb. 15, 1953.

May 20 923 | 256 percent Series B oo .-wsfxJune 1.1 June 1| May 22 |........ -
Exchanged for— B e R N s
174 percent Series B—1953 certificates |-coc.:coec]aaoioamecfoaaas . 3 June 1
maturing June 1, 1953. . . s
2 percent Treasury bonds of 1953-55 | _oooooolimiima s 2 June 15

(dated Oct. 7, 1940) called for re-
demption June 15, 1953.

t Following acceptance of the surrendered certificates, the full amount of interest due ‘on Series C-1952
certificates was paid, and accrued interest from Oct. 1, 1951 to Aug. 15, 1952 ($16.34221 per $1 000) was paid
on Series D-1952 certificates.

2 Following acceptance of the surrendered certificates, the full amount of interest due on the Senes F—1952
certificates was credited, accrued interest from Aug. 15 to Dec. 1, 1952, on the Series C—1953 certlﬁcates
($5.91781 per $1,000) was charged and the difference was paid to the subscribers.

3 Following acceptance of the surrendered certificates, the full amount of interest due was paid. Fma]
interest due June 15,1953, on the called bonds surrendered was paid asfollows: On coupon bonds by payment
of the June 15 coupon, and on registered bonds by checks drawn in accordance with ass:gnments on the
surrendéred bonds. Accrued interest on the Series B-1954 certificates from June 1 to.June 15, 1953 ($1.00685
per $1,000) was charged in the case of coupon bonds and deducted from the amount of the fihal ihiterest check
in the case of registered bonds.



Treasury certificates of indebtedness issued in exchange for matured or called securities by Federal Reserve districts, fiscal year 1953

2 'percent

' 254 percent Series B-1954 certificates .

2 percent Series C-1953 certificates exchanged
174 percent for— ) Series C-1953 24 percent exchanged for—
Series B-1953 certificates Series A-1954 - -
cegtiﬁca&efs . (addjtional is- cegtiﬁca&ers ?I‘ percent
& . exchanged for | ;5 . exchanged for reasury
Federal Reserve disrict | 1A petoent | 478 PETCERL, | 74 petcent, aelgichantee | Vg peront | SJAPEORE, oondeal 1dre-
' . e eries B- H 5% eries A- . i (da
cert%ﬁcates . o;]r:itgﬁltés ﬁ;;ﬁ‘;?ﬁgs ;| Total Sggegﬁl‘;aig? certificates cg]r:uﬁlggegs Octi;7dl?40) Total .
maturing maturing 2 called for
Tuly.1, 1952 Aug. 15,1952 Sept. 1, 1952 maturing, Feb. 15, 1953 ~ June1,1953 redemption
Dec. 1, 1952 - June 15, 1953 |-
Boston.... $89 969,000 | $35, 752, 000 $26, 088, 000 $61, 840, 000 $37, 200, 000 $155, 646, 000 $69, 566, 000 $6,/909, 000  §76, 565, 000
New York 2,772,248,000 | 189, 744, 000 687, 581, 600 877,325,000 426,710,000 | 5, 533, 099,000 | 2,633,592,000 § 145,271,000 | 2,778, -863, 000
Phi]adelph 98, 287,000 3, 737, 000 65. 825, 000 69, 562, 000 14, 096, 000 , 898, 000 , 607, 000 9, 548, 000 155, 000
Cleveland . 142, 193, 000 31, 891, 000 36, 090, 000, 67,981, 000 48, 156, 000 156 889, 000 *136, 824, 000 33, 774,000 170, 598, 000
29 875,000 2 433, 000 9, 755, 000 12,188, 000 -6, 749, 000 '59, 832 000 35, 409, 000 1, 915 Q00 37, 324, 000
97, 017, 000 2, 667, 000 |- 11, 809, 000 14, 476, 000 18, 598, 600 53 519 000 40, 617, 000 ll 949 000 ’ 52 566 000
23, 310, 000 2, 009, 600 8,967,000 10 976 000 5, 816, 000 33, 635, 000 25, 442, 060 2 591,000 28, 033, 000
9, 731, 000 1, 634, 000 4,192, 000 5, 826, 000 11, 583, 000 55,106, 000 9, 962, 000 701, 000 10, 663, 000
23, 361, 000 2,617,000 4, 577,000 7,194, 600 3,185, 000. 24, 318, 000 22,981, 060 199, 000 23,171,000
67, 821, 000 2, 662, 000 31, 613 000 34,275,000 12, 702, 000 68, 332, 000 47, 478, 000 390, 000 47 868 000
17, 892, 000 748, 000 7 548, 000 8, 296, 000 1,094, 000 17, 248, 000 14, 801, 000 - 662,000 15 553, 000
11,108, 000 573, 000 10, 171, 000 10, 744, 000 1,175,000 20,157,000 11,970, 600 644, 000 12 614, 000
..... 15, 403, 000 593, 000 7, 202, 000 7,795, 000 1,817,000 22, 049, 000 9, 258, 000 1, 191 000 10, 449, 000
47, 978, 000 2,001,000 |- 24, 748,000 26,749,000 | < 5,029,000 61, 825, 000 47,097, 000 8 000 47,105, 000
702; 040, 000 83 935 000 218, 761, 000 302 696 000 117 330, 000 724,117,000 |.  502,844,000. 117 583, 000 620, 427, 000
. 88,856,000 5, 819, 000 45,923, 00 51, 742, 000 14, 970, 000 128, 241, 000 78, 800, 000 21, 188, 000 99, 988, 000
6, 305, 000 1,153, 000 5,027,000 6,180, 000 1, 613, 000 14, 537,000 6, 998, 000 *770, 000 7, 768, 000
37, 432, 000 6, 054, 000 23, 963, 000 30,017,000 21, 018, 000 49, 099, 000 43, 527, 000 3,943,000 47 470 000
20 511, 000 1, 273, 000 4, 314, 000 5, 587, 000 7,169, 00 18, 564, 000 12,121, 000 503, 000 12, 624, 000
105 365 000 9, 655, 000 61, 644, 000 71, 299, 000 29, 644, 000 131, 676, 000 89, 408, 000 13, 044, 000 102, 452, 000
203 521,000 10, 954, 000 81, 028, 000 91, 982, 000 24, 794, 000 269,473, 000 171, 708, 000 24,110, 000 195, 818, 000
..... 38. 908, 000 10, 274, 000 17, 787, 000 28 061, 000 5, 603, 000 55, 798, 000 28,471, 000 5,.283, 000 33, 754, 000
5, 636, 000 200,000 3, 048, 000 3 248 000 130, 000 10, 344, 000 2, 090, 000 305, 000 2, 395, 000
30, 044, 000 1,188,000 15, 393, 000 16, 581, 000 2, 739, 000 49, 941, 000 26, 986, 000 2,847,000 29, 833, 000
11, 790, 000 20, 000 7,139, 000 7,159, 000 2, 240, 000 27,207, 000 5, 943, 000 1, 878, 000 , 821, 000
San ‘Francisco. 136, 283, 000 18,185, 000 42 285 000 60, 470, 000 23, 804, 000 110, 544, 000 97,422, 000 17, 863, 000 115, 285,000
Los Angele 102, 233, 000 2, 845, 000 90, 846, 000 93, 691, 000 16, 490, 000 91, 573, 000 118, 205, 000 11,320, 000 129, 525, 000
Portland . _ 7,475, 000 504,000 | 3, 440, 000 3,944, 000 1, 955, 000 8, 447,000 7, 321, 000 449 000 7,770,000
Salt Lake 3, 542, 000 600, 000 1, 379, 000 1,979, 000 250, 000 8, 832, 000 3,839,000 |- 40, 000 3, 879, 000
Seattle 12 688, 000 435,000 10 536 000 {- 10 971, 000 2, 763, 000 24, 269, 000 10,629,000 2,965,000 13, 594, 000
Treasury.. 4, 063, 000 1, 384,000 6 235,000 7, 619 ono 6, 601, 000 45, 920 000 4, 192 000 8,051,000 12, 243, 000
_Totalallotmentson exchanges.| 4, 962,885,000 | 433,539,000 | 1, 574,914,000 | 2,008, 453,000 873,123,000 | 8,114,165,000 | 4,410,198,000 | 447,975,000 | 4,858,173, 000
Maturing or called securities re- : . : . .
deemed for cash or carried to ma- - - X
tured debt. .. ... ....._... 252, 964,000 | 149, 663, 000 257, 532, 000 407, 195, 000 189, 511, 000 133, 669, 000 552, 687, 000 | ' 276, 702, 900 829, 389, 900
Total matured or called secu-
10 (X A, 5,215,849, 000 | - 583,202,000 | 1,832,446,000 | 2,415,648,000 | 1,062,634,000 | !8,867,962.000 | 4,962, 885000 | 724,677,900 | 5,687, 562,900

1 Of the maturing cei'tiﬁeates, $620,128,000 was exchanged for the 214 percent Treasury bonds of 1958,

(See exhibit &.)
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Exhlblt 3.—Offering of 2143 percent Treasury notes of Serles A—1953 and allotments
[Department Circular No. 913. Publie Debt] to { o

TREASURY DEPARTMENT
Washmgton, September 15, 1962

I. OFrFERING OF NOTES

1 The Secretary of the Treasury, pursuant to. the authorlty of the. Second
leerty Bond ‘Act, as amended, invites subscriptions, at par, from the people of
the United States for notes of ‘the United States, designated 2% percent Treasury -
notes of Series A-1953, in exchange for Treasury certlﬁcates of indebtedness of
Senes E-1952, maturmg October 1, 1952. :

II. DEscripTioN OF NoTEes ;

1. The notes will be dated October 1, 1952, and will bear interest from that
date at the rate of 214 percent per annum, payable on a semiannual basis on June
1 and December 1, 1953. They will mature December 1, 1953, and will not be
subject to call for redemptlon prior to maturity.

2. The income derived from the notes shall be subject to all taxes now or here-
after imposed under the Internal Revenue Code, or laws amendatory or supple-
Imentary thereto. The notes shall be subject to estate, inheritance, gift, or other
excise taxes; whether Federal or State, but shall be exempt; from all taxation
now or hereafter imposed on_the prmclpal or interest. thereof by any State, or
any of the possessions of the United- States, or by afiy local taxing authority.

3. The notes will be acceptable to secure deposits of publlc moneys. They
will not be acceptable in payment of taxes.

4. Bearer notes with interest coupons a,ttached will be 1ssued in denominations
of $1,000, $5,000, $10,000, $1060,000, and $1,000,000. The notes will not be 1ssued
in reglstered form.

5. The notes will be subject to the general regulations of the Treasury Depart-'
ment, now or hereafter prescribed, governing United States:notes.

II1. SUBSCRIPTION AND ALLOTMENT

1. Subscriptions will be received at the Federal Reserve-Banks.and branches
and at the Treasury Department, Washington. Banking institutions generally
may submit subscriptions for account of customers, but only the Federal Reserve
Banks and the Treasury Department are authorized to act as official agencies.

2. The Secretary of the Treasury reserves the right to reject any subscnptlon
in whole or in part, to allot less than the amount of notes applied for, and to .
close the books as to any or all subscriptions at any time without notlce and
any action he may take in these respects shall be final. Subject to these reserva,-
tions, all subscriptions will be allotted in full. Allotment notices will be sent out
promptly upon allotment.

IV. PAYMENT - ;

1, Payment at par for notes.allotted hereunder. must. be made. on or before
October 1, 1952, or on later allotment, and may be made only in Treasury cer-
tificates of indebtedness of Series E—1952 maturing October 1, 1952, which will
be accepted at par, and should accompany the subscription. The full amount of
interest due on the certificates surrendered will be paid to the subscriber follow-
ing accepta,nce of the certificates. :

V. GENERAL ProOvVISIONS

1. As fiscal agents of the United States, Federal Reserve Banks are authorized
and requested to receive subscriptions, to make allotments on the basis and up
to the amounts indicated by the Secretary of the Treasury to the Federal Reserve
Banks of the respective districts, to issue allotment notices,.to receive payment
for notes allotted, to make delivery of notes on full-paid subscriptions allotted,
and they may issue interim receipts pending delivery of the definitive notes.

2. The Secretary. of the Treasury may at any time, or from. time to time, .
prescribe supplemental or amendatory ‘rules and- regulatlons 'governing the offer-
mg, which will be communicated’ promptly to the Federal Reserve.Banks. -

: E. H. FOLEY
Acting Secretary of the Treasury.
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Allotments of 2% percent Treasury notes of Series A-1958 issued in e:cchange for
1% percent Series E-1952 certificates

[In thousands of dollars]

Subscriptions

* | Subscriptions :
Federal Reserve district received and Federal Reserve district received and
: N : e allotted allotted

76 178 || St. Loms—Coptinued
8, 713, 250 " Louisville: 38, 986
108,276 Memphis. , 842
92,254 (| Minneapolis. . 101, 468
43,411 || Kansas City.. 188,144
Pittsburgh____________ 44,144 {| Dallas.._... 57, 810
Richmond. . _....__.___.. 31,643 El Paso 6,097
Baltimore.___.____ 25, 310 Houston. . 51,082
. Charlotte. . ........._ ——— 7,028 San Antonio.. 19,475
Atlanta. . .. . ..., 53,840 || San Francisco.._ 80, 861
- Birmingham 13, 889 s Angeles , 868
Jacksonville._________..._. 12,095 Portland.. . 11, 266
Nashville.__________. s 10,197 Salt Lake City.. 3, 553
New Orleans 35,752 Seattle. .. 18,285
Chicago.. .. cooeoeoao. "501,852 || Treasury. el 42 960
St Louis.._..._... - 64,412 ———
. Little Rock 4, 609 Total. . io e 10, 541, 667

Exlublt 4—Allotments of 2% percent Treasury bonds of 19581 due June 15,

1958 (dated

July 1, 1952)

b Subscnptlons fabri Subscriptions
Federal Reserve dlstrxc§ e allotted - Federal Reserve district allotted
Boston. ... ocoooo_. $221,275,000 || St. Louis—Continued
New York.. : 2, 049 472 500 Louisville_. .. ____.__.____._____. $14, 962, 500
Philadelphia 102, 432 000" emphis 21, 300, 000
Cleveland ..... 90 358, 500 || Minneapolis. . 107, 547, 000
"Cincinnati. . : 55, 517, 000 || Kansas City. 120, 988, 500
Pittsburghe.e-,. 18, 031, 500 allas...... 104, 800, 500
Richmond. ...._ -48, 465, 500 El Paso 2 125, 500
-+ Baltimore.._ 69 304 000 Houston. . . 20 470; 000
. Charlotte......c...... - 21,439, 500 San Antonio. 21, 746 000
Atlanta. ... . 95, 631,000 || San Franeisco.. 153,769, 000
Birmingham. - - 20, 040, 000 Los Angeles 27, 109, 500
Jacksonville___ 28, 401, 500 Portland___ .. 20, 796, 000
Nashville. ..o 75,084,000 |} Salt Lake City. 21, 319, 000
New Orleans.. 29, 326, 000 Seattle..... - 32, 487, 500
Chicago...ccueecn- .. 480,150,000 1| Treasury oo ioocoeooooo - 104, 530 000
St. Louis_.._.._.... 62, 005, 500 |
Little Roek. .o oo 3, 928, 000 Total. .ot 4, 244, 812, 500

1 Department Circular.No. 910, dal;ed June 16, 1952 covermg the oﬂermg ofthese bonds, is shown on page

261 of the 1952 annusal report,

Exhibit 5.—Offering of 21'12 percent Treasury bonds of 1958 and allotments

[Department Circular No. 920. Public Debt]

TrREASURY DEPARTMENT,
Washington, February 2, 1953,

I OFFERING or Bonps

1, The Secretary of thé Treasury, pursuant to the authority of the Second
leerty Bond Act, as amended, invites subscriptions, at par, from the people of
the United States for bonds of the United States, designated 2% percent Treasury
bonds of 1958, in exchange for 1% percent Treasury certificates of indebtedness
of Series A—1953 maturmg February 15, 1953. The amount of the offering under
this circular will be limited to the amount of maturing certificates tendered in

exchange and accepted.
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2. In addition to the offering under this circular,:holders of the maturing
certificates are offered the privilege of exchanging all or any part of such certifi-
cates for 24 percent Treasury certificates of indebtedness of Series A-1954, which
offering is set forth in Department Circular No: 919, issued simultaneously with
this circular.
. II. DEescripTiON OF BONDS

1. The bonds will be dated Februatry 15, 1953; and will bear interest from that
date at the rate of 2% percent per annum, payable on a semiannual basis on June
15 and December 15 in each year until the principal amount becomes payable.
They will mature December 15, 1958, and will not be subject to call for redemptlonv
prior to maturlty

2. The income derived from the bonds shall be subject to all taxes now or
hereafter imposed under the Internal Revenue Code, or laws amendatory or
supplementary thereto. The bonds shall be subject £0 estate, inheritance, gift,
or other excise taxes, whether Federal or State, but shall be exempt from all
taxation now or hereafter imposed on the principal or interest thereof by any
State, or any of the possessmns of the United States, or by any local taxing
authority.

3. The bonds will be acceptable to secure deposits of public moneys,’

4. Bearer bonds with interest coupons attached, and bonds registered as to
principal and interest, will be issued in ,denominations of $500, $1,000, $5,000,
$10,000, $100,000, and $1,000,000. Provision will be made for the interchange of
bonds of different denominations and of coupon and registered bonds, and for the
transfer of registered bonds, under rules and regulatlons prescmbed by the.
Secretary of the Treasury.

5. The bonds will be subject to the general regulations of the Treasury Depart-
ment, now or hereafter prescribed, governing United States bonds.

III. SUBSCRIPTION AND ALLOTMENT

1. Subscriptions will be received at the Federal Reserve Banks and branches
and at the Treasury Department, Washington. Banking institutions generally
may submit subscriptions for account of customers, but only the Federal Reserve
Banks and the Treasury Department are authorized to act as official agencies.
2. The Secretary of the Treasury reserves the right to reject any subscription,
in whole or in part, to allot less than the amount of bonds applied for, and to close
the books as to any or all subscriptions at any time without notice; and any action
he may take in these respects shall be final. Subject to these reservations, all
subseriptions will be allotted in full. Allotment hotices will be sent out promptly
upon allotment, .

IV. PAYMENT

1. Payment at par for bonds allotted hereunder must be made on or before
February 16, 1953, or on later allotment, and may be made only in Treasury
certificates of indebtedness of Series A—1953 maturing February 15, 1953, which
will be accepted at par, and. should accompany the subscrlptlon The full
amount of interest due on the certificates surrendered will be paid to the subscriber
following acceptance of the certificates.

V. GENERAL Provisions

1. As fiscal agents of the United States, Federal Reserve Banks are authorized
and requested to receive subscriptions, to make allotments on the basis and up
to the amounts indicated by the Secretary of the Treasury to the Federal Reserve
Banks of the respective districts, to issue allotment notices, to receive payment
for bonds allotted, to make delivery of bonds on full-paid subscriptions allotted,
and they may issue interim receipts pending delivery of the definitive bonds.

- 2. The Secretary of the Treasury may at any time, or from time to time,
prescribe supplemental or amendatory rules and revulatlons governing the oﬁermg,.
which will be communicated promptly to the Federal Reserve Banks.

G. M. HuMPHREY,
Secretary of the Treasury. -
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‘Allotments of 2% percent Treasury bonds of 1958 issued in exchange for 1% percent
Treasury certificates of indebtedness of. Series A-1953

{In thousands of dollars]

Subseriptions| Subscriptions
Federal Reserve district received and Federal Reserve district received and
allotted allotted

Boston .. oo 20,960 || St. Louis—Continued - .
New York. .. 310, 562 Louisville. .. ... 7,218
Philadelphia_ 19,973 Memphis_ ... .__ - . 279
Cleveland...._. 20, 509. || Minneapolis_.._.._._._ N 14, 069
Cincinnati. 5,143 i| Kansas City. 21,307
Pittsburgh 10,271 || Dallas....... 10, 555
Richmond. .. 4,760 Il Paso. 2,072
Baltimore 3,617 Houston 3,796
Charlotte 11, 066 San Antonio.. . _.__._. 1,675
Atlanta_ . _..._._.__ 6,821 || San Franeisco.. - .._....._._._.__ 2, 426
Birmingham..__. 2,223 Los Angeles___... [, 38, 254
Jacksonville._ , 090
Nashville. . 663
New Orlean: 575
Chicago........ 932

8t. Louis... ...

Little Rock. ..o oo cmeoooo- 217 Total. ..ot 620,128

Exhibit 6.—Call, February 13, 1953, for redemption on June 15, 1953, of 2 percent
Treasury bonds of 1953-55, dated October 7, 1940 (press release of February
13, 1953) i " .

Secretary of the Treasury Humphrey announced today that all outstanding 2
percent Treasury bonds of 1953-55, dated October 7, 1940, due June 15, 1955, are
called for redemption on June-15, 1953. There are now outstanding $724,677,900
of these bonds. The bonds of this issue are being called at this time because of the
partially tax-exempt attributes they carry. :

Two issues of 2 percent Treasury bonds of 1952-54, the 2 percent Treasury
bonds of 1951-55, and the 2% percent Treasury bonds of 1952-55, which are also
callable on June 15, 1953, will not be called for redemption on that date.

The text of the formal notice of call is as follows:

Two PerceNT TrREASURY BonDs oF 195355 (Darep OcToBER 7, 1940)

To Holders of 2 Percent Treasury Bonds of 1953-565, and Others Concerned:

1. Public notice is hereby given that all outstanding 2 percent Treasury bonds
of 1953-55, dated October 7, 1940, due June 15, 1955, are hereby called for redemp-
tion on June 15, 1953, on which date interest on such bonds will cease.

2. Holders of these bonds may, in advance of the redemption date, be offered
the privilege of exchanging all or any part of their called bonds for other interest-
bearing obligations of the United States, in which event public notice will here-
after be given and an official circular governing the exchange offering will be
issued. : )

3. Full information regarding the presentation and surrender of the bonds for
cash redemption under this call will be found in Department Circular No. 666,
dated July 21, 1941. : )

G. M. HUMPHREY,
Secretary of the Treasury.

273013—54 13
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Exhibit 7.—Offering of 3% percent Treasury bonds of 1978-83 and allotments
[Department Circular No. 921. Public Debt}

TrEASURY DEPARTMENT,
Washington, April 18, 1963.

I. OFrERING OF BonbDs

1. The Secretary of the Treasury, pursuant to the authority of the Second
Liberty Bond Act, as amended, invites subscriptions, from the people of the
United States, for bonds of the United States, designated 3} percent Treasury
bonds of 1978-83. ) o

2. Cash offering.—Subscriptions are invited at par and accrued interest. The
amount of the public offering is $1,000,000,000, or thereabouts. In addition to
the amount offered for public subsecription, the Secretary of the Treasury reserves’
the right to allot limited amounts of these bonds to Government investment
accounts. .

3. Exchange offering.—Exchange subscriptions are invited at par, with interest.
adjustments as set forth in section IV hereof, from holders of United States
savings bonds of Series F and G maturing in the months of May through Decem-
ber, 1953. Holders of Series I and G bonds aggregating less than an even multiple
of $500 maturity value may exchange such bonds with payment of the difference
in cash to make up the next higher $500 multiple.

II. DEscriprion oF Bonbps

1. The bonds will be dated May 1, 1953, and will bear interest from that date |
at the rate of 3% percent per annum, payable on a semiannual basis on December
15, 1953, and thereafter on June 15 and December 15 in each year until the princi-
pal amount becomes payable. They will mature June 15, 1983, but may be
redeemed at the option of the United States on and after:June 15, 1978, in whole
or in part, at par and accrued interest, on any interest day or days; on 4 months”
notice of redemption given in such manner as the Secretary of the Treasury shall
prescribe. In case of partial redemption the bonds to be redeemed will be deter-
mined by such method as may be prescribed by the Secretary of the Treasury.
From the date of redemption designated in any such notice, interest on the bonds
called for redemption shall cease. .

2. The income derived from the bonds shall be subject to all taxes now or here-
after imposed under the Internal Revenue Code, or laws amendatory or supple- .
mentary thereto. The bonds shall be subject to estate, inheritance, gift, or other
excise taxes, whether Federal or State, but shall be exempt from all taxation now
or hereafter imposed on the principal or interest thereof by any State, or any of
the possessions of the United States, or by any local taxing authority.

- 3. The bonds will be aceeptable to secure-deposits of public moneys.

4. Bearer bonds with interest coupons attached, and bonds registered as to
principal and interest, will be issued in denominations of $500, $1,000, $5,000,
$10,000, $100,000, and $1,000,000. Provision will be made for the interchange
of bonds of different denominations and of coupon and registered bonds, and for
the transfer of registered bonds, under rules and regulations prescribed by the
Secretary of the Treasury. . )

5. Any bonds issued hereunder which upon the death of the owner constitute
part of his estate, will be redeemed at-the option of the duly constituted repre-
sentatives of the deceased owner’