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WASHINGTON
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Dear Sirs:
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annual report onthe state of the finances of
the United States Government for the fiscal
year ended June 30, 1974. This submission is

in accordance with 31 U,S.C. 1027.

President of the Senate

Speaker of the House of Representatives






The statistical tables to this Annual Report will be published in a sepa-
rate STATISTICAL APPENDIX.
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Secretaries, Deputy Secretary, Under Secretaries, General Counsels, Assistant
Secretaries, Deputy Under Secretaries, and Treasurers of the United States
serving in the Department of the Treasury from January 21, 1973, through
June 30, 19741

Term of service

Officials
From To
Secretaries of the Treasury:
June 12,1972 May 8,1974 George P. Shultz, New York.
May 8,1974 . _________._ William E. Simon, New Jersey.
Deputy Secretary:
Jan. 22,1973 May 8, 1974 William E. Simon, New Jersey.
Under Secretary for Monetary Affairs:
Jan. 27,1969 ______________ Paul A. Volcker, New Jersey.
Under Secretaries (Counselors) : 2
June 12,1972 Mar. 17,1973 Edwin S. Cohen, Virginia.
Mar. 15,1974 ______________ Jack F. Bennett, Connecticut.
General Counsels:
July 11,1970 June 1, 1973 Samuel R. Pierce, Jr., New York.
June 2,1973 ______________ Edward C. Schmults, New York.
) Assistant Secretaries:
Apr. 11,1969 Jan. 21,1973 Eugene T. Rossides, New York.
Dec. 12,1971 ___ . __________ Edgar R. Fiedler, Maryland.
Apr. 11,1972 _ . ____________ Warren F. Brecht, Michigan.
June 12,1972 ___________.__ John M. Hennessy, Massachusetts.
Aug. 18,1972 ______________ Frederic W. Hickman, Illinois.
Jan. 22,1973 Feb. 1, 1974 Edward L. Morgan, Arizona.
May 8, 1974 ______________ David R. Macdonald, Illinois.
- May 28,1974 ______________ Frederick L. Webber, Virginia.?
June 24,1974 ______________ Gerald L. Parsky, Washington, D.C.?
Deputy Under Secretaries:
Aug. 18,1972 Mar. 14, 1974 Jack F. Bennett, Connecticut.
Aug. 22,1972 July 4,1973 James E. Smith, Virginia.
Aug. 3,1973 Apr. 13,1974 William L. Gifford, New York.
Fiscal Assistant Secretary:
June 15,1962 ________.______ John K. Carlock, Arizona.
Treasurers of the United States:*
Dec. 17,1971 Feb. 14,1974 Romana Acosta Banuelos, California.
June 21,1974 ____________._ Francine Neff, New Mexico.

1 For officials from Sept. 11, 1789, to Jan. 20, 1973, see exhibit 81, 1973 Annual Report.

z Act of May 18, 1972, which established the Deputy Secretary position, permitted the Under Secretary
position to be used as a counselor to the Secretary and so designated by the President as desired.

3 Act of May 18, 1972, provided for 2 Deputy Under Secretaries, to be designated Assistant Secretaries by
the President as desired. .

4 Treasury Department Order 229, Jan. 14, 1974, raised the position of Treasurer of the United States from
the operating level of the Department to the Office of the Secretary.
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PRINCIPAL ADMINISTRATIVE AND STAFF OFFICERS OF THE
DEPARTMENT OF THE TREASURY AS OF JUNE 30, 1974

Secretary of the Treasury____ —— William E. Simon
Deputy Secretary of the Treasury .o __._ (Vacancy)
Under Secretary for Monetary Affairs_____.___________ Paul A. Volcker
Under Secretary ——— Jack F. Bennett
"General Counsel ___________________ - Edward C. Schmults
Office, Secretary of the Treasury :
Executive Assistant to the Secretary_____________ Ursula Farrell
(acting)
Deputy Executive Assistant to the Secretary and
Director, Executive Secretariat_..___.._____.___ Oscar M. Mackour
Confidential Assistant to the Secretary_.__..________ Barbara A. Jensen
(acting)
Senior Consultant.. — Paul W. McCracken
Office, Deputy Secretary of the Treasury :
Executive Assistant to the Deputy Secretary._.__._ (Vacancy)
Special Assistant to the Deputy Secretary__.__.._. Alan M. Arsht
Special Assistant to the Deputy Secretary_________ R. David Ranson
Office, Under Secretary for Monetary Affairs:
Assistant Secretary (International Affairs)____.___ (Vacancy)
Deputy Assistant Secretary for International
Monetary and Investment Affairs__________ Sam Y. Cross
Deputy Assistant Secretary for Development
Finance Policy . _______________________ Richard E. Larsen
Deputy Assistant Secretary for Research._____ Thomas D. Willett
Deputy to the Assistant Secretary for Inter-
national Monetary Affairs_ .. _____ George H. Willis
Inspector General for International Finance___ Ralph Hirschtritt
Deputy to the Assistant Secretary .. ____. Donald E. Syvrud
Assistant Secretary (Trade, Energy, and Financial
Resources Policy Coordination) __.______________ Gerald L. Parsky
Deputy Assistant Secretary for Trade and Raw
Materials Policy.._ . Howard L.
Worthington

Deputy Assistant Secretary for Energy Policy.. (Vacancy)
Deputy Assistant Secretary for Financial Re-

sources Policy Coordination________________ (Vacancy)
Assistant Secretary (Economic Policy). . o____ Edgar R. Fiedler
Deputy to the Assistant Secretary_____________ Jay N. Woodworth
Director, Office of Domestic Gold and Silver
Operations Thomas W. Wolfe
Director, Office of Financial Analysis __________ John H. Auten
Fiscal Assistant Secretary_.________ . ____._ John K. Carlock
Deputy Fiscal Assistant Secretary ____________ David Mosso
Assistant Fiscal Assistant Secretary.___._.______ Sidney Cox
Director, Operations, Planning and Research_.__. Lester W. Plumly
Treasurer of the United States_____ . ___._________ Francine Neff
‘Special Assistant to the Secretary (National Secu-
rity) o ——-. William N. Morell
Deputy Special Assistant to the Secretary_____ Gerald W. Nensel
Special Assistant to the Secretary (Debt Manage-
ment) o e - Bdward M. Roob
Director, Office of Debt Analysis______________ Edward P. Snyder
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PRINCIPAL ADMINISTRATIVE AND STAFF OFFICERS XIII

Office, Under Secretary :
Assistant Secretary (Administration)____________ Warren F. Brecht
Deputy Assistant Secretary for Administration
and Director, Office of Management and

Organization J. Elton Greenlee
Director, Office of Administrative Programs____ Robert R. Fredlund
Director, Office of Audit Wilbur R. DeZerne
Director, Office of Budget and Finance_________ Edward J. Widmayer
Director, Office of Personnel —_ Arch 8. Ramsay
Director, Office of Computer Science___._______ Bruce M. Beardsley
Director, Office of Equal Opportunity Program_. David A. Sawyer
Deputy to the Assistant Secretary____________ John C. Gartland

Assistant Secretary (Legislative Affairs) -.o_..._. Frederick L. Webber
Special Assistant to Assistant Secretary..__.___ James H. Hogue
Special Assistant to Assistant Secretary__._____ Douglas P. Bennett

Assistant Secretary (Enforcement, Operations, and

Tariff Affairs) David R. Macdonald
Deputy Assistant Secretary for Enforcement
and Operations. James B. Clawson
Director, Office of Operations_____________ William F. Hausman
Director, Office of Law Enforcement_._____ Robert A. Merchant
{acting)

Chief, Interpol (National Central Bureau). Kenneth S. Giannoules
Director, Office of Foreign Assets Control__ Stanley L.

Sommerfield
(acting)
Deputy Assistant -Secretary for Tariff Affairs.. (Vacancy)
Director, Office of Tariff Affairs____.______ Ben L. Irvin
Special Assistant to the Secretary (Public Affairs). (Vacancy)
Deputy Special Assistant to the Secretary______ Alan B. Wade
Director, Office of Revenue Sharing. . _______ Graham W. Watt
Office, General Counsel : .
Deputy General Counsel_________________________ Donald L. E. Ritger
Assistant General Counsel and Chief Counsel,
Internal Revenue Service_.____ . _________._ Meade Whitaker
Assistant General Counsel___________________ ‘Wolf Haber
Assistant General Counsel___________________ Michael Bradfield
Assistant General Counsel___________________ Hugo A. Ranta
Special Assistant to the General Counsel______ Elting Arnold
Director of Practice.________________________ Leslie S. Shapiro
Assistant Secretary (Tax Policy) - oo Frederic W. Hickman
Deputy Assistant Secretary for Tax Legislation___. (Vacancy)
Deputy Assistant Secretary for Tax Analysis_______ Oswald H. Brownlee
Associate Director, Office of Tax Analysis______ Emil M. Sunley
Tax Legislative Counsel.._________ . ____________ Ernest 8. Christian,
Jr.
International Tax Counsel________________________ Robert J. Patrick, Jr.
Director, Office of Industrial Economics_. . __.___.__ Karl Ruhe
Deputy to the Assistant Secretary (International
Tax Policy) oo Nathan N. Gordon
BUREAU OF ALCOHOL, TOBACCO AND FIREARMS
Director . e Rex D. Davis
Deputy Director_____ . . William R. Thompson
Assistant Director ( Admlmstratlon) __________________ William J. Rhodes
Assistant Director (Criminal Enforcement)____________ John F. Corbin, Jr.
Assistant Director (Inspeetion)_ . ________ Jarvis Brewer
Assistant Director (Regulatory Enforcement) __________ Lawrence 8. Carlson

Assistant Director (Technical and Scientific Services) .. A. Atley Peterson
Chief Counsel _____ e Matthew J. Werneth
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BUREAU OF ENGRAVING AND PRINTING

Director _ e James A. Conlon
Deputy Director . Kenneth A. DeHart
(acting)
BUREAU OF GOVERNMENT FINANCIAL OPERATIONS

Commissioner __________________ . David Mosso
Deputy Commissioner_____.__________________________ Dario A. Pagliai
Assistant to the Commissioner__.______________________ Orion H. Tomkinson
Assistant Commissioner, Administration_.________._____ George L. McConville
Assistant Commissioner, Banking and Cash Manage-

ment e Sebastian Fama
Assistant Commissioner, Comptroller__________________ Steve L. Comings
Assistant Commissioner, Government-wide Accounting__. Gerald Murphy
Assistant Commissioner, Disbursements and Claims____ (Vacanecy)

BUREAU OF THE MINT

Director ___ e eeeeeeeee. Mary T. Brooks
Deputy Director___________ . Frank H. MacDonald
Assistant Director (Administration) _______._ _________ Arnold Bresnick
Assistant Director (Public Services) .. _____________ Roy C. Cahoon

Assistant Director (Production)

______________________ George G. Ambrose
Assistant Director (Technology)

______________________ Alan J. Goldman

BUREAU OF THE PUBLIC DEBT

Commissioner ____- H. J. Hintgen
Deputy Commissioner___________________ . __________ 'J. J. Lubeley
Assistant Commissioner ______________________________ M. E. McGeoghegan
Chief Counsel —__________ . Thomas J. Winston,
Jr.
CONSOLIDATED FEDERAL LAW ENFORCEMENT TRAINING CENTER
Director oo e William B. Butler
Deputy Director._ e Robert G. Efteland
Assistant Director (Investigator 'I‘ramlng) ____________ John P. S. Stemple
Assistant Director (Police Training)________ ——————— Alvin C. Turner
Assistant Director (Administration). .. _________. David W. McKinley
Assistant Director (Educational Support) .__________. Michael Martinez
INTERNAL REVENUE SERVICE
Commissioner ___.______________ o __- Donald C. Alexander
Deputy Commissioner—_______________________________ William E. Williams
Assistant Commissioner (Administration) _ .________.___ Joseph T. Davis
. (acting)
Assistant Commissioner (Inspection)_ - ________________ Francis 1. Geibel
Assistant Commissioner (Compliance) _________________ John F. Hanlon
Assistant Commissioner (Accounts, Collection and Tax-
payer Service) o Robert H. Terry
Assistant Commissioner (Stabilization) ... ____ Edward F. Preston
Assistant Commissioner (Planning and Research)._____ Dean J. Barron
Assistant Commissioner (Technical)__________________ Lawrence B. Gibbs
Chief Counsel __ L Meade Whitaker
OFFICE OF THE COMPTROLLER OF THE CURRENCY
Comptroller of the Currency_—_ .. ___________________ James E. Smith
Executive Assistant_._ . ___________ .. Michael E. Burns
Special Assistant (Special Projeets) - _____________ Righard D. Chotard,
T.
First Deputy Comptroller___________________________ Justin T. Watson
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INTRODUCTION

This brief introduction reviews the major economic developments,
both domestic and international, which affected major Treasury areas
of interest and responsibility during the course of fiscal 1974. More
detailed information on the operating and administrative activities
of the Department of the Treasury is provided in the main text of
the report and its supporting exhibits. Further information is con-
tained in a separate Statistical Appendix. '

The Inflation Problem

Inflation dominated the economic and financial scene during fiscal
1974. Inflation in the United States was not only a serious domestic
problem, it was part of a worldwide siege of inflation. Both the
domestic and international economic situations were complicated by
the Arab oil embargo and the subsequent success of the major oil-
exporting nations in enforcing—at least temporarily—a massive in-
crease in their receipts from the rest of the world.

Domestically, the fiscal year opened against the backdrop of the
reimposttion of a wage-price freeze in June 1973. Freeze II was im-
posed in response to rapidly rising prices of food and raw materials.
During the last half of fiscal 1973, wholesale prices of farm products,
processed foods, and feeds had risen at nearly a 50-percent annual
rate and wholesale prices of consumer foods rose at about a 25-percent
annual rate. In response, the Consumer Price Index for all items rose
at an 8-percent annual rate between January and June 1973 in con--
trast to 3 percent rates characteristic of immediately preceding
months.

While the freeze, and Phase IV of the wage-price control program
which followed, achieved some temporary dampening of cost-price
pressures, no lasting benefit was apparent. Congress allowed the
enabling legislation to lapse, and wage-price controls were phased out
by April 30,1974. ‘

By the end of fiscal 1974, the Consumer Price Index was rising at
about an 11-percent annual rate, even more rapidly than before the
June 1978 freeze. The major change was a shift in the locus of infla-
tionary pressures into the industrial area during the course of the
fiscal year. Wholesale prices of farm products and processed foods and
feeds actually fell during the last 4 months of the fiscal year by about
10 percent, in marked contrast to their rapid rise earlier. Wholesale

XIiX
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prices of industrial commodities, on the other hand, rose at a very
rapid rate during the last half of the fiscal year.

By the end of the fiscal year, the outlook for an early return to
satisfactory price performance was uncertain. Prices of industrial raw
materials showed signs of having peaked. However, bad weather had
cut the corn and soybean crops in the Middle West which threatened
higher food prices in 1975. Meanwhile, workers were seeking much
larger wage increases because of rapidly rising prices. The real spend-
able earnings of production employees actually fell by several per-
centage points during the fiscal year.- Some of the ingredients for a re-
newed wage-price spiral were present but the threat was reduced by
the fact of a softening in the economy which had taken place during
the fiscal year. The most probable outcome—and the objective of do-
mestic economic policy—was a gradual, although perhaps at times
irregular, process of disinflation. '

This most serious peacetime inflation in the history of the United
States seemed to be the result of two main causes. First, and most re-
cently, there had been a series of severe temporary shocks that orig-
inated mostly outside the economy of the United States. These included
the worldwide agricultural crop failures of 1972, enormous pressures
on the prices of internationally traded raw materials, two devaluations
of the dollar, and the quadrupling of international oil prices that fol-
lowed the Arab oil embargo. In addition, the end of the controls pro-
gram was operating in the closing months of fiscal 1974 as an additional
temporary force to raise some prices and wages faster than otherwise
would have been the case.

The second, and more persistent, cause of inflation was general
economic policies that had been far too stimulative for a long period
of time. On the fiscal side, Federal expenditures rose at roughly a 6-
percent annual rate from 1955 to 1965. From 1965 to 1974, however,
Federal expenditures surged to a 10-percent annual rate of growth.
Second, monetary policy also broke out of a previously established
pattern. From 1955 to 1965 the money supply grew at a 214-percent
annual rate. From 1965 to 1974 the growth rate more than doubled
to a 6-percent annual pace. Excessive budget deficits and excessive
growth of money and credit prevented the food and fuel and other
temporary price pressures from running their course and fading away.
Instead, a relatively high rate of inflation had been deeply embedded
into the economic system.

The correct course of action was the application of fiscal and mone-
tary discipline to keep the economy operating well within the limits
of its capacity to produce. By the close of fiscal 1974, some signs of
reduced pressure of demand began to appear, but there were also
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selective shortages of supplies and industrial capacity, particularly in
the primary processing industries. The picture was mixed and clear
signs of relief from inflationary pressure were not yet apparent. How-
ever, continuation of a substantial degree of fiscal and monetary re-
straint appeared to be essential. It was also possible that restraint
might have to be supplemented by additional policy actions to assure
that the burdens of adjustment were shared as equitably as possible
and to guard against any excessive financial dislocations.

The Longer Run Economic Outlook

The continuing high rate of inflation, which dominated domestic
economic events during the fiscal year, also threatened to complicate
the longer run economic outlook. It was readily apparent that there
had been developments in the economy that would call for capital
formation at a considerably higher rate than previously. There were
enormous capital requirements to improve the housing stock, provide
new systems of urban transportation, rebuild some basic industries,
clean up the environment, and especially to achieve the goals of
Project Independence. While the entire range of issues was still under
study within the administration at the close of the fiscal year, there
was a strong presumption that the economy would need to allocate a
larger proportion of its output to capital formation in the future
than had been the case in the recent past.

Since 1960, plant and equipment spending in the United States was
only 15 percent of total output, whereas France invested 18 percent,
Germany 20 percent, and Japan 27 percent. For gross domestic invest-
ment, which includes inventories, housing, and public investment, the
proportions in 1973 were: United States, 17 percent; France, 26 per-
cent ; Germany, 25 percent ; and Japan, 37 percent.

The continuation of high rates of inflation posed a serious threat
to the financing of future capital requirements. There was no extensive
experience with rapid peacetime inflation in the United States upon
which precise estimates could be based, but it seemed likely that in-
centives for personal saving would be drastically eroded in a prolonged
inflationary process. Corporate saving was also likely to be affected
adversely because conventional accounting techniques lead to sys-
tematic overstatement of profits during a period of inflation. For
example, between 1965 and 1973 corporate retained earnings adjusted
for the effects of inflation on inventory profits and depreciation allow-
ances actually declined from about $17 billion to some $3 billion.

A first essential requirement for strong longrun economic perform-
ance was, therefore, better control over inflation. Otherwise the out-
look for capital formation would suffer, savings incentives would be
undercut, investment would be directed into unproductive uses, and
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financial mechanisms would be strained. Control of inflation was
necessary both to stabilize the economy in the short run and to pro-
mote the achievement of satisfactory rates of economic growth in
the long run.

Even with inflation brought under better control, the scale of future
capital requirements appeared to call into question the adequacy of
longrun savings in the U.S. economy. Increased investment require-
mients for energy and other rapidly growing activities could, in prin-
ciple, take place at the expense of conventional capital requirements.
Some diversion and substitution would take place through the opera-
tion of normal market forces and more could be sought through public
policy. But seeking to accommodate all of the new capital requirements
within the constraint of the relatively low investment ratios that had
ruled in the past might not lead to desirable results. It seemed question-
able, for example, whether national housing goals could be met suc-
cessfully in such a case.

It was probable, therefore, that it would be necessary over the longer
run to pursue policies that would increase the share of total economic
output going into investment. This would mean, in practice, that
some consumption or Government expenditure would have to be dis-
placed in favor of the added investment. A variety of steps might be
taken to promote such a shift in the allocation of national output.

One important Government policy worth consideration would be an
alteration in budget policy. The general goal in the postwar period
had been to achieve a balanced budget when the economy is prosperous.
If that goal were shifted to the achievement of a significant surplus,
the flow of savings available for private investment would be increased
because the Government would reduce its own claims on the capital
markets. Such a shift in policy would, of course, need to be examined
very carefully in terms of its impact on general economic performance
in addition to the presumed effect upon the saving-investment process
and the capital markets.

Another possible option under study would provide new investment
incentives for industry through the tax system. Such an approach al-
ways raises difficult questions, but there is an accumulation of experi-
ence which offers some guidance as to the probable effects upon invest-
ment. Still other alternatives would need to be examined. The general
objective would be additional encouragement for saving and invest-
ment in the interest of better longrun economic performance.

Domestic Economic Developments

There was a marked contrast in the general economic situation be-
tween the first and second halves of the fiscal year. In the first half of
the fiscal year, real output rose at about a 2-percent annual rate, down
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from the rapid 6l,-percent growth rate experienced in fiscal year
1973, but still a relatively strong performance given the capacity and
skilled labor constraints that were being encountered. Meanwhile, the.
implicit GNP price deflator was rising at about an 814-percent annual
rate.

Developments in the second half of the fiscal year were strongly
affected by the Arab oil embargo and the quadrupling of international
oil prices. Real growth turned negative at a 7-percent annual rate in
the first quarter of calendar year 1974 but declined only fractionally
in the succeeding quarter—the last quarter of fiscal 1974. Indeed, on
the gross domestic product basis real output actually rose slightly in the
last quarter of fiscal 1974. The implicit GNP price deflator rose at
roughly an 11-percent annual rate in the second half of the fiscal year.

The oil embargo and consequent adjustments tended to magnify the
extent of the slowdown in economic activity that was actually taking
place. Many—if not most—of the characteristic features of a conven-
tional recession were absent. Monetary restraint was enforcing a sub-
stantial reduction of activity in the housing sector, but the economic
expansion still displayed considerable strength in many other sectors
of the economy. Inflation still appeared to be the dominating economic
problem by the close of the fiscal year.

Strong gains in employment continued during the fiscal year. Em-
ployment rose by 1.6 million persons. Slower real growth and effects
stemming from the energy shortage did lead to some increase in unem-
ployment. The total unemployment rate rose by about 14 percentage
point and averaged 51/ percent in the closing months of the fiscal year.

The slower rate of real growth in the economy during the fiscal year
was associated with a decline in private sector productivity. To some
considerable degree this was due to the sharp but temporary loss of
output because of the oil embargo while employment was relatively
-well maintained. The net effect was about a 2-percent decline in private
sector productivity. Compensation per man-hour rose about 8145 per-
cent, resulting in a 10l4-percent increase in labor costs per unit of
output. During the second half of the fiscal year, labor costs per unit
of output rose even more rapidly—at about a 1314-percent annual rate.

Despite the relatively large rise in employee compensation, real
compensation per man-hour actually declined by about 2 percent be-
cause of the more rapid rise in prices. This posed a difficult situation
in terms of inflation control since workers would undoubtedly make
efforts to achieve an increase in real wages, while labor costs per unit
of output were already rising at a very rapid pace. The appearance of
these storm clouds in the wage-price area only increased the need to
achieve an early reduction of what had become an intolerably rapid
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rate of inflation. While public attention naturally tended to center
upon certain basic cost-of-living items, it was very disturbing that
the wholesale price index of industrial commodities—where relative
stability had long been regarded as an achievable objective by many
economists—rose by 22 percent during the fiscal year.

Budget and Fiscal Developments

Fiscal policy moved into a moderately restraining position during
the course of fiscal 1974. In the February budget, receipts were esti-
mated at $270.0 billion and outlays-at $274.7 for a deficit of $4.7 billion.
On the full-employment basis, there was a projected surplus of $4 bil-
lion. The actual results for the year were receipts of $264.9 and outlays
of $268.4 for a deficit of $3.5 billion. On the full-employment basis
there was a surplus of roughly $10 billion.

In general, the shift toward fiscal restraint was welcome and benefi-
cial in its effects. However, there was some question whether the
surplus on the full-employment basis reflected -a sufficient degree of
fiscal restraint, given the strength of the inflation. The nominal surplus
was only 14 percent of gross national product and was computed on
the basis of the 4-percent unemployment rate which appeared increas-
ingly difficult to reconcile with satisfactory price performance. At the
same time, the acceleration of inflation was increasing tax receipts
more rapidly than Government expenditures. For this reason, too, the
full-employment budget gave an appearance of greater policy restraint
than it was in fact providing. ‘

In the special circumstances of a rapid rate of inflation and heavy
pressure on financial markets, there was also the question whether the
unified budget concept was sufficiently revealing as to the full impact
of Federal fiscal and financial activities. For example, the unified
budget deficit in fiscal 1974 was $3.5 billion and $4.1 billion in net funds
were raised in the securities markets by the issuance of U.S. Govern-
ment securities. In addition, however, federally sponsored agencies
raised $18 billion in net funds to carry on a range of federally spon-
sored credit programs. U.S. Government and federally sponsored
agency securities together accounted for more than 40 percent of total
funds raised in the capital markets during fiscal 1974, and the propor-
tion had been nearly 60 percent in fiscal 1973. It was becoming increas-
ingly apparent that a broader view of fiscal and financial impact was
necessary in order to fully appraise the growing Federal influence on
the credit markets and the economy generally.

Domestiec Finances

Credit markets remained under considerable pressure throughout
the fiscal year. About $180 billion in total funds was raised, down only
slightly from $195 billion in fiscal 1973. These large flows occurred
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during much of fiscal 1974 in an environment of rapidly rising interest
rates. Short-term market rates eased somewhat in the early months of
the fiscal year and by midyear there were numerous private forecasts
of a declining rate pattern. Instead, interest rates moved higher across
the board during the second half of the fiscal year.

By the close of the fiscal year, short-term market rates, such as
commercial paper, the bank prime rate, and Federal funds were in the
11 to 13 percent range. These private rates were well above the 3-
month Treasury bill which was below 8 percent at the time. This
reflected some technical factors and a widespread investor demand for
security and liquidity which made the Treasury bill a particularly
desirable instrument. Long-term interest rates rose by smaller amounts
but ended-the fiscal year at or near record highs. New Aa corporate
bonds were close to 10 percent, tax-free municipals around 614 per-
cent, and new home mortgages above 9 percent.

Domestic financial markets continued to function satisfactorily dur-
ing the fiscal year despite the strains imposed by heavy credit demands
and high interest rates. The equity and long-term debt markets were
affected adversely by the continuation of high rates of inflation and
real estate financing became increasingly difficult. However, no wide-
spread financial failures occurred and the fairly unique difficulties
encountered by the Franklin National Bank were prevented from
spreading more broadly into the commercial banking system.

Marketable Treasury issues increased by $3.6 billion in fiscal 1974.
Foreign investments in special nonmarketable issues declined by $3.4
billion. Savings bonds outstanding increased in the fiscal year by $2.5
billion. ,

All coupon-bearing Treasury securities were sold by auctions in 1974,
with note offerings sold by the regular auction procedures employed
for Treasury bills and the year’s four offerings of long-term bonds
using uniform-price auctions.

The cycle of 2-year note offerings, maturing at the end of calendar
quarters, was reinstituted in fiscal 1974, and at year’s end, only two
maturities in the full cycle, March 31, and June 30, 1975, remained
unfilled. In fiscal 1974, the Treasury also completed the cycle of 52-
week bills begun the preceding year, offering the final July 30, 1974,
bill in the cycle on October 9, 1973.

Also in the area of Federal finance, the Federal Financing Bank
was created by the Federal Financing Bank Act of 1973 (Public Law
93-224, signed December 29, 1973). In addition to improving the
coordination of Federal and federally assisted borrowings from the
public with the overall economic and fiscal policies of the Government,
the bank will also reduce the costs of Federal and federally assisted
borrowings from the public and assure that such borrowings are
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financed in a manner least disruptive of private financial markets and
institutions.

The Federal Financing Bank is under the general supervision of the
Secretary of the Treasury who is the Chairman of the Board of the
bank, as provided in the act. On May 6, 1974, the President appointed
the remaining members of the Board of Directors and the members
of the Advisory Council. The Council was created to provide advice
and assistance to the Board of Directors of the bank. The organization
chart on page 449 specifies the members of the Board, the Advisory
Council, and the officers of the bank. All positions are ex officio.

The Federal Financing Bank is authorized under the act to purchase
and sell any obligation which is issued, sold, or guaranteed by a Federal
agency. On May 24, 1974, the bank made a commitment with the
Department of Health, Education, and Welfare to purchase from
HEW up to $27.6 million of notes acquired by HEW public agencies
under the medical facilities loan program (Hill-Burton). These notes
carry maturities up to 25 years and were purchased by the bank at an
interest rate of 854 percent. The bank purchased a $100 million 91-day
note from the Student Loan Marketing Association on June 4, 1974, at
an interest rate of 8.975 percent. Both the“Sallie Mae” and Hill-Burton
notes are guaranteed by the Department of Health, Education, and
Welfare. Also during fiscal 1974, on June 27, 1974, the Federal Financ-
ing Bank bought $500 million of Postal Service 1-year obligations at
an interest rate of 9.305 percent.

International Affairs

During the fiscal year ended June 30,1974, the international economic
and financial system was subjected to the most severe shocks and strains
since the years immediately following World War II. Inflation reached
unprecedented peacetime levels in many industrial countries, and bal-
ance of payments deficits on current account suddenly appeared at an
annual rate of about $50 billion a year for the oil-importing countries
taken together, as a result primarily of the quadrupled price of im-
ported oil. Bad weather contributed to food shortages that intensified
inflationary problems. At the same time, economic growth in the indus-
trial nations slowed down generally in spite of the steeply rising infla-
tion. Serious distress confronted -a number of poorer developing
countries forced to compete for higher priced oil and other necessary
imports in world markets.

All these developments presented a major challenge to those respon-
sible for economic and financial policies and relations, as well as to the
business and banking communities. The need for effective and enlight-
ened international cooperation was clearly underlined and intensified
in the face of these shocksand strains.
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Worldwide inflation—By April 1974, year-to-year comparisons of
consumer prices, in terms of annual rates of increase, had nearly
doubled in the United States to 10 percent, had likewise doubled to 24
percent in Japan, and had reached 10 to 15 percent in most European
industrial countries. Germany was an exception, holding its year-to-
year comparison to 7 percent, and a few of the smaller European indus-
trial countries had not crossed into double-digit inflationary territory
by April 1974.

Consumer prices began to rise at an accelerating pace in seven major
industrial countries * in'the first half of 1973, rising from an increase
of 4 percent in 1972 over 1971, to an annual rate of change of about
7 percent in January-June 1973, to about 10 percent in July-December
1973, and to about 15 percent in January—June 1974. At the same time,
the growth of real gross national product in these seven countries
slowed down markedly, from the cyclically high figure of 8 percent
per annum in January-June 1973, to 3 percent in July~December 1973,
and approached zero or a negative figure in January-June 1974. This
coincidence of sharply rising prices with declining real growth has

markedly intensified the difficulties in developing and applymg effec-
tive anti-inflationary policies in the industrial countries.

Moreover, the rise in consumer prices was markedly slower than the
very sharp upward trend in agricultural and other primary commodi-
ties, excluding oil, that enter into world trade. This suggests that the
pressure on world supplies of these basic commodities was particularly
intense. In calendar year 1973 dollar prices for 35 major commodities
(excluding petroleum) tabulated by the International Bank were about
50 percent higher on average than in calendar year 1972, and continued
to advance sharply in the first quarter of 1974. With such a wide
divergence between the price movements of basic commodities and of
consumer prices, the economic system was structurally distorted. Con-
sumer prices were being pushed upward by the high cost of primary
products. As the year 1974 progressed, slower rates of economic expan-
ston in the United States, Japan, and Europe began to ease the pres-
sure on supplies of primary commodities. Prices of some of these
commodities began to turn downward in the second quarter of 1974,
thus narrowing the spread between the price advances of basic goods
and of final consumer goods. However, after the end of the fiscal year,
severe drought in the United States gave a renewed upward thrust
to prices of some basic foodstuffs. -

By far the most severe rise in commodity prices during the year was
the quadrupling of crude oil prices late in 1973, by a decision of the
OPEC group of oil-exporting countries. This had the effect of abruptly

1 Canada, France, Germany, Italy, Japan, United Kingdom, and United States.
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improving the terms of trade of these countries vis-a-vis the rest of
the world. It also brought sudden and massive changes in the struc-
ture of world payments, making the oil producers supercreditors vis-
a-vis the rest of the world on an unprecedented scale, and forcing
nearly all other countries into deficit in varying amounts in their cur-
rent international accounts in terms of goods and services.

This large and perpendicular rise in oil costs placed an additional
severe inflationary pressure on costs, and reduced consumers’ real in-
come all over the world. Reaction to the resulting reduction in living
standards from the sharply higher costs of energy, as well as other
primary goods, stimulated accelerated wage demands around the
world, and this in turn contributed to rising prices of finished goods.
In other words, the economic system tended to resist the distortion
in the structure of relative prices and costs in favor of oil and primary
goods, and this was one major source of heightened inflationary pres-
sures in all the consuming countries.

These inflationary shocks attained a severity rarely, if ever, encoun-
tered in the industrial countries In peacetime in the past. The principal
offsetting tendency has come from the slower pace of economic ac-
tivity in industrial countries. Interest rates in monetary terms have
risen in major countries along with prices, thus giving more protection
against inflation to new savings. Calculated in terms of command over
goods, interest rates are much lower or even negative in some cases.
Investors in older fixed-interest securities and recipients of fixed
incomes generally are suffering severely as the real value of their assets
or incomes has declined sharply.

Higher monetary interest rates have contributed to slowing down
some activity, particularly in housing construction, in a number of
countries. At the same time the fiscal stimulus to major economies has
been tapering off in some cases, as budgetary revenues have risen
faster than expenditures. Moreover, the higher relative costs of energy
and other basic goods means that consumers in importing countries
now have less money to spend on other things.

The stresses to which the world economy has been subjected in the
fiscal year have heightened the realization of common problems and
called attention to the need for an internationally cooperative ap-
proach to the growing spectrum of threats to international progress.

Balance of payments changes.—Against this background of a new
dimension of inflation, and of severe structural changes in relative
prices, balance of payments positions on current account are in a state
of flux. Nearly all oil-consuming countries have faced the prospect of
substantial deficits in their trade and current accounts. Some esti-
mates of the combined current account surpluses of oil-producing



INTRODUCTION XXIX

countries in calendar year 1974, at current prices for oil, have been put
as high as $55-$65 billion, as against about $5 to $6 billion in 1973.
In any case the change in world payments between fiscal 1973 and
fiscal 1974 dwarfs by far past year-to-year shifts in current account
positions, at least since the early postwar period. Along with others,
the United States is experiencing a worsening in its trade and current
account position, though its agricultural export potential has provided
some offsetting support.

In varying degrees, the oil-producing countries are expected to
acquire far more receipts than they can spend on imported goods and
services. Thus a very large share of their receipts must be reinvested
outside their own territories. To the extent that these reinvested
receipts are either held directly in, or recycled through private or
official relending into the various oil-importing countries from which
they originated, they need not put pressure on gross reserves or on
exchange rates.

The most serious difficulties confront poorer developing countries,
whose access to private sources of international finance may be limited.
They are dependent on special concessional financing, and this requires
the cooperation of stronger countries. Such assistance from the new
surplus countries—the oil producers—has been initiated, but the terms
have not been sufficiently concessional in some cases and such assistance
has not yet been made available to many poor countries.

Exchange rates and reserve changes.—Despite the stresses and
strains of rapidly changing payments positions, the exchange mar-
kets showed themselves resilient under the system of widespread man-
aged floating rates that prevailed during the past year. There were
swings during the year, but when individual exchange rate changes
vis-a-vis the dollar are weighted to reflect the relative value of U.S.
trade with major individual trading partners that are members of the
Organization for Economic Cooperation and Development (OECD),
the dollar appreciated by about 3 percent during the fiscal year. More-
over, during the year the maximum movement on this weighted aver-
age basis was little more than 5 percent on each side of the middle rate
for the year. Fluctuations in the dollar rates for some individual cur-
rencies were wider, with some currencies such as the German deutsche
mark and the Canadian dollar appreciating during the year, while the
French franc, Italian lira, and Japanese yen declined moderately in
terms of the dollar. As compared with May 29, 1970, the trade-
weighted exchange rate for the dollar had depreciated 16.5 percent, as
of June 30, 1974, in terms of the currencies of other OECD countries
as a group, and was down on the average about 10 percent when meas-
ured against the currencies of all of our trading partners taken
together.
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Under the system of managed floating, not all changes in the private
demand for and supply of currencies exerted their influence on ex-
change rates. Some gains and losses of reserves took place. After the
sharp increase in oil prices, Italy, the United Kingdom, and France
borrowed heavily in the Eurocurrency market and substantial amounts
of additional reserves became available for supporting their curren-
cies in this way. Nevertheless, there was some leveling off in the up-
ward trend of global reserves. In terms of special drawing rights
(SDR’), global reserves (excluding Communist countries) were esti-
mated by the IMF at about SDR 165 billions (nearly $200 billion) at
the end of June 1974, up about 9 percent from a year earlier. This com-
pares with an increase of about 12 percent in the fiscal year 1972-73.
The reported reserves of 10 major oil-producing countries rose by
nearly $17 billion, while the reserves of the rest of the world remained
at about the level of the previous year. However, the industrial coun-
tries as a group saw a decline of $4.5 billion in their aggregate pub-
lished reserves.

Money markets and international investment.—In money and cap-
ital markets, interest rates at both short and long term rose, though by
varying amounts, in most industrial countries. However, during the
first half of the fiscal year, rates of interest in many countries did not
equal or exceed the annual percentage rise in the cost of living, so
that in terms of real purchasing power, the creditor was often losing
rather than gaining. Towards the end of the fiscal year interest rates
in major countries appeared to have become more closely bunched at
higher levels, though hovering not far above or below the correspond-
ing rates of rise in consumer prices.

The trend toward a closer integration of capital markets in indus-
trial countries, and the concomitant drawing together of interest rates,
was given added impetus through the phasing out and final removal
of the U.S. program of restraints on capital outflow. On November 27,
1973, and again on December 26, 1973, the Commerce Department
relaxed the foreign direct investment regulations, and at the end of
December the Department of the Treasury and the Federal Reserve
Board liberalized the interest equalization tax and the voluntary for-
eign credit restraint guidelines. Later, on January 29, 1974, these
three programs were effectively terminated. except for certain re-
maining statistical reporting requirements. The legal authority for
the Interest Equalization Act, initiated in 1963, expired on June 30,
1974.

These actions by the United States and the easing of inward or out-
ward capital controls in Germany and some other countries have
facilitated the international movement of funds in response to rates
of return on capital. At the same time, the more frequent and wider
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movements of exchange rates under the managed floating rate system
now prevailing help to dampen large movements of funds into and
out of official reserves in response to differing degrees of credit re-
straint and differing payments developments among industrial coun-
tries.

The United States is continuing to participate actively in studies of
international investment and multinational corporations being con-
ducted by the OECD. Those studies have focused on three main as-
pects: (1) National treatment for foreign investors, (2) government
policies regarding incentives and disincentives, and (3) issues per-
taining to multinational corporations.

Legislation is pending in the Congress that would authorize the
Treasury and Commerce Departments to conduct studies of foreign
direct and portfolio investment in the United States. In this connection,
Treasury and Commerce are planning benchmark surveys to improve
the statistical data. Treasury will conduct the survey on portfolio in-
vestment in the United States, which was last surveyed partially in
1949, updating the basic census of 1941.

International monetary reform.—During the year a Committee of
20 Governors, representing at the political level the 20 constituencies
into which the 126 members of the International Monetary Fund
were divided, actively pursued this subject. The group met both at the
Ministerial level and, more frequently, at the Deputies level. During
the first half of the fiscal year, the group concentrated on an Qutline of
a long-range monetary system based on stable but adjustable par
values, with floating exchange rates in particular situations.

This draft Outline, published first on the responsibility of the Chair-
man of the Committee in September 1973, among other ideas, dealt
with proposals made by the U.S. representatives designed to
strengthen the responsibility for surplus as well as deficit countries to
correct excessive payments imbalances. To this end the United States
had proposed that the International Monetary Fund develop a system
of reserve indicators, under which disproportionately large gains or
losses of reserves would activate international incentives and pres-
sures to reduce surpluses or deficits, unless the Fund found overriding -
reasons not to apply such pressures. The Outline also supported the
view that the SDR’s in the Fund should have a larger role in world
reserves in the future, while less reliance should be placed upon gold
and foreign currency reserves, and it discussed various other aspects of
a proposed system, but without formally committing the members of
the Committee to its proposals.

Following the quadrupling in the price of oil in the latter part
of the calendar year, it became increasingly doubtful that countries
were prepared to undertake formal commitment to the responsibili-
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ties and obligations of a detailed monetary system in view of the uncer-
tain and severe payments positions that faced most oil-consuming
countries. The Committee, during January—June 1974, therefore added
to its Outline of a future system certain proposals for improved inter-
national cooperation in operating an interim monetary system charac-
terized by managed floating rates in major countries. The revised Out-
line, published after the final meeting of the Committee in June 1974,
accordingly included a set of rules governing the management of float-
ing currencies, and revised the method of valuing SDR’s, to establish
a daily value fixed by the exchange rates for a given “basket,” or col-
lection, of 16 leading currencies. Also the Committee made provision
for an Interim Committee of 20 Governors and Ministers to succeed
itself, with a broad responsibility to oversee the international monetary
system as it evolves.

World trade and trade negotiations—In dollar terms, the value of
world imports (c.i.f.) reached an estimated level of a,bout $600 billion
in the final quarter of the calendar year 1973, a rise of about 40 percent
over the level of the fourth quarter of 1972. While the worldwide infla-
tion of prices was largely responsible for such an unprecedented rate of
growth in values, the physical volume of transactions is also estimated
to have advanced at a higher rate than the average annual rise of about
9 percent in the decade of the sixties. While global data for the first
half of 1974 were not available at the time of writing, the upward
trend in the dollar value of imports became slightly less steep for the
industrial countries in the first quarter of 1974. This was especially
noticeable in Germany, Canada, and Scandinavia. The composition of
trade also began to change, as the cost of petroleum rose much more
sharply than that of other traded goods.

In the sphere of trade negotiations, governments continued to make
preparations for the multilateral trade negotiations expected to begin
under GATT auspices in the fiscal year 1974-75. Following an inter-
governmental Ministerial meeting in Tokyo in September 1973, a
Trade Negotiations Committee of 102 countries met and agreed on a
work program to prepare for the negotiations. One important pre-
requisite to progress in these negotiations was the conclusion in May of
an agreement with the European Community providing compensation
to the United States for trade concessions impaired when the Com-
munity was enlarged from six to nine members in January 1973. This
‘agreement is expected to become formally effective in 1975.

Another prerequisite for moving the multilateral trade negotiations
into serious bargaining is passage of the necessary legislative authority
by Congress. The Trade Reform Act of 1973 was approved by the
House of Representatives, authorizing the President to negotiate multi-
laterally on tariff reduction and nontariff barriers, and also providing
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authority to make adjustments in U.S. import restrictions when needed
to correct our payments position, and to defend our exports against
foreign restrictions. This legislation was being considered in the Senate
Finance Committee at the end of June.

Asone important example of international cooperation, the members
of the OECD pledged themselves for 1 year not to resort to unilateral
trade measures designed to offset the immediate impact of the higher
costs of petroleum imports. This pledge was taken in recognition of the
fact that the OECD countries as a group would not be able to avoid a
large trade deficit with the oil-exporting countries and unilateral
restrictive trade measures would not only aggravate the problems of
other countries but, if restrictive action became widespread, it would
have a depressing effect on the world economy. To further strengthen
and prolong international cooperation in this respect, the United
States proposed amendments to the Articles of Agreement of the IMF
that would make subject to prior approval by the IMF any future
governmental actions taken to strengthen an individual country’s
current account position for balance of payments purposes.

International development lending institutions.—Worldwide infla-
tion and rising costs of basic materials and fuel have fallen with special
severity on many developing countries. This has underlined the need
for international cooperation in development finance, as in other fields.

The Department of the Treasury has the responsibility for request-
ing authorizations and appropriations by the Congress for the funds
provided by the United States to the international and regional devel-
opment lending institutions. These funds are made available in two
forms. Capital subscriptions provide funds that are lent to borrowing
countries on conventional terms, while contributions to special funds
are lent on concessional terms.

During fiscal 1974, the Congress approved appropriations under
previous congressional authorizations amounting to $788 million, as
against requests totaling $1,113 million made by the Treasury, as
follows:

($ million)

Requested  Appro- Differ-

priated ence

Capital subscription:

Inter-American Development Bank. __. 193 193 _________.
For concessional lending:

International Development Association._ 320 320 ________

Asian Development Fund_____________ 100 50 50

Fund for Special Operations of Inter-

American Development Bank_____ 500 225 275

Total . _ L _____. 1,113 788 325

§53-554 O - 74 - 3
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Looking to the future, the Treasury requested authorizations for
fiscal 1975 and subsequent years totaling $1,927 million from the Con-
gress, as follows:

(8 million)
Capital subscription :

Asian Development Bank (in three annual installments) _.__________ 362
Concessional lending :
International Development Association (in four annual installments
fiseal 1976-T0) e 1, 500
Asian Development Fund —_— 50
African Development Fund-_________ . ___________________________ 15
Total LA 1,927

In July 1974, the Congress completed authorizing legislation cover-
ing the $1,500 million for the International Development Association,
reversing a rejection of the request by the House of Representatives
early in the calendar year. 4

The level of lending activity in terms of current dollars increased in
all the institutions except the International Development Association,
which was down about $250 million, or 20 percent. The World Bank
increased its lending by more than a billion dollars, to $3,218 million,
up 57 percent from the previous year. Commitments of the Inter-
American Development Bank rose 46 percent to more than $1 billion,
and the more recently formed Asian Development Bank increased
lending by 25 percent.

As their operations have grown, each of the institutions has estab-
lished, or is considering establishment of, an independent unit respon-
sible for the audit and evaluation of that institution’s projects, pro-
cedures, policies, and performance. The United States has strongly
supported such review procedures.

Conclusion

Domestically, inflation was the dominant economic problem during
the fiscal year. By the close of the fiscal year, the economy had slowed
down but retained considerable forward momentum. A period of
adjustment was clearly in prospect but one which might not conform
in all respects to the traditional economic recessions of the past.

In the international economy, the immediate outlook for the indus-
trial nations seemed to be the continuation of high rates of inflation
and sluggish economic performance. The longer term economic out-
look internationally was rendered somewhat uncertain by the scale
of the increase in international oil prices and the balance of payments
and other adjustments that would seemingly be required. However,
private markets functioned relatively smoothly during the year and
cooperative efforts were proceeding to deal with the new problems that
had emerged.
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FINANCIAL OPERATIONS

Summary

On the unified budget basis the deficit for fiscal 1974 was $3.5 bil-
lion. Net receipts for fiscal 1974 amounted to $264.9 billion ($32.7 bil-
lion over 1973) and outlays totaled $268.4 billion ($21.9 billion over
1973).

Borrowing from the public amounted to $3.0 billion as a result of
(1) the $3.5 billion deficit, (2) a $2.5 billion decrease in cash and mon-
etary assets, and (3) a $2.1 billion decrease in other means of financing.

As of June 30, 1974, Federal securities outstanding totaled $487
billion, comprised of $475 billion in public debt securities and $12
billion in agency securities. Of the $487 billion, $346 billion repre-
sented borrowing from the public. The Government’s fiscal operations
in fiscal years 1973-74 are summarized as follows:

[In billions of dollars]
1973 1974
Budget receipts and outlays:
Receipts. - oo o oo iieoa-- 232, 2 264. 9
Outlays . . o eecio- 246. 5 268. 4
Budget deficit (—) oo __._ —14. 3 —3.5
Means of financing: o
Borrowing from the public__________________._________ 19. 3 3.0
Decrease or increase (—) in cash and other monetary
assets - oo —. 8 2.5
Other means:
Increment on gold and seigniorage_________________ .4 1.5
Outlays of off-budget Federal agencies_ . _ __________ —. 6 —-2.7
Other_ _ ... —4.1 . —.9
Total budget financing_ ____________________.__. 14. 3 3.5
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THE BUDGET
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Receipts

Total budget recelpts amounted to $264.9 billion in fiscal 1974—
$32.7 billion, or approximately 14 percent, above the fiscal 1973 figure
of $232.2 billion. Revenue from all categories of receipts increased,
primarily reflecting expanding incomes and profits.

A comparison of net budget receipts by major source for fiscal years
1973 and 1974 is shown in the table below.

{In millions of dollars]
1973 1974 Increase

Individual income taxes__ .. 103, 246 118, 952 15, 706
Corporation income taxes............. . 36,153 38,620 2,467
Employment taxes and contributions_.______.__. .- 54,876 65, 892 11,016
Unemployment insurance. .. ......c.oo.co..o.. - 6,051 3 785
Contributions for other insurance and retirement. _ - 3,614 4,051 437
EXCIS0 TAXES . oo oo e e 16, 260 16, 844 584
KEstate and gift taxes. 4,917 5,035 118
Customs duties.._____..___.._____ . 3,188 3,334 146
Miscellaneous receipts....__..._.__ . 3 921 5,369 1,448

Total budget receipts. ..o o i iiiiiciaaaas 232,225 264, 932 32,707

Projected estimates of receipts to future years, required of the Sec-
retary of the Treasury, are shown and explained in the President’s
budget.
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Individual income taxes—Individual income taxes equaled $119.0
billion in fiscal 1974, $15.7 billion more than in fiscal 1973 reflecting a
sharp rise in incomes. ’

Corporation income taxes—Fiscal 1974 corporation income tax re-
ceipts rose to $38.6 billion—$2.5 billion, or about 7 percent, above the
corresponding fiscal 1973 amount. The increase réflected rising profits
offset to some degree by liberalized depreciation guidelines and by the
1971 legislation permitting a new investment credit.

Employment taxes—Employment taxes amounted to $65.9 billion
in fiscal 1974, $11.0 billion above such receipts in fiscal 1973. The 20-
percent rise is attributable to expanding payrolls and number of
people employed, as well as to the effects of increases in the social se-
curity taxable earnings base and tax rate, both effective January 1,
1973. Also, the effect of the January 1, 1974, base increase was partly
realized in fiscal 1974.

Unemployment insurance.~These receipts totaled $6.8 billion in
fiscal 1974—$0.8 billion, or 13 percent, above the 1978 figure. The in-
crease resulted from changes in employment experience within States
and, to a lesser degree, from higher unemployment tax rates.

Contributions for other insurance and retirement.—Such fiscal 1974
contributions amounted to $4.1 billion, $0.4 billion more than in 1973.
Increases in both medical insurance premiums for the aged, and Fed-
eral employees retirement deductions accounted for the rise.

FExcise tares—Excise taxes increased from $16.3 billion in fiscal
1973 to $16.8 billion in fiscal 1974. The growth in excises was dampened
by the year-to-year reduction in the general telephone tax rate.

Estate and gift taxes.—Estate and gift tax receipts totaled $5.0 bil-
lion, $0.1 'biﬂion more than in fiscal 1973.

Customs duties—Customs duties increased by $0.1 billion in fiscal
1974 to $3.3 billion.

Miscellancous receipts.—Miscellaneous receipts grew to $5.4 billion
in fiscal 1974, rising from $3.9 billion in 1973. The increase was pri-
marily due to larger deposits of earnings by the Federal Reserve
System.

Outlays

Total outlays in fiscal 1974 were $268.4 billion (compared with
$246.5 billion for 1973). Outlays for fiscal 1974, by major agency, are
compared to those of 1973 in the following table. For details see the
Statistical Appendix.
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{In millions of dollars)

1973 1974 Increase, or

decrease (—)
Funds appropriated to the President ... ... 3,733 4,016 282
Agriculture Department. .. ciiiiii- 10,028 9, 767 —262
Defense Department.... ... .o .- 75, 000 79, 307 4,307
Health, Education, and Welfare Department._ - 82,042 93,736 ll 692
Housh% and Urban Development Departmen .- 3,592 4,786 l 194
Labor Department . _ ... .. .. ... .- 8,639 8,966 328
Transportation Department. ... .o 8,183 8,112 -7
Treasury Department____ .. ..... 30,983 35,993 5,010
Atomic Energy Commission_._...___......._... - 2,393 2,307 —86
National Aeronautics and Space Administration . 3,311 3,252 —59
Veterans Administration..._.... ... - 11,968 13,337 1,369
................................. - 15, 031 14,708 -323
Undistrlbuted intrabudgetary transactions_ ... _._ . . .. ____.___ —8,378 —9,893 1,515
Total outlays. - ..o 246, 526 268, 392 21, 866

-

Cash and monetary assets

On June 30, 1974, cash and monetary assets amounted to $15.9 bil-
lion, a decrease of $2.5 billion compared with fiscal 1973. The balance
consisted of $10.5 billion in the general account of the U.S. Treasury
(this balance was $3.4 billion less than June 30, 1973, and included
$0.1 billion net transactions in transit as of June 30) ; $4.3 billion with
other Government officers ($0.3 billion more than 1973); and $1.1
billion with the International Monetary Fund ($0.6 billion more than
1973). For a discussion of the assets and liabilities of the Treasury S
account see page 121. The transactions aﬁ"ect,lng the account in fiscal
1974 follow:

Transactions affecting the account of the U.S. Treasury, fiscal 1974
[In millions of dollars)

Balance June 30, 1973 - 13,854
Less: In transit at June 30, 1973 . : 112
Excess of deposits, or w1thdrawals (—), budget, trust, and
other accounts:

Deposits. - icieo-- 290,625
Withdrawals (—)__ . o __ 301,748
—_— —11,123
Excess of deposits, or withdrawals (— ), public debt ac-
counts: .
Increase in gross publicdebt_ . _____________________ 16,918
Deduct:
Excess of Government agencies’ invest-
ments in public debt issues_________ 16,267
Accruals on savings and retirement plan
securities and Treasury bills (included
in increase in gross public debt
above) - - e 11,375
Certain public debt redemptxons (in-
cluded above in withdrawals, budget,
trust, and other accounts) . _________ —8,921
Net deductions___ _ - 18,721
: : —_— -—1,803
Excess of sales of Government agencies’ securities in the
AT e e 13,262
Net transactions in clearing accounts (documents not received or -
classified by the U.S. Treasury) _ _ . Ccoocooececeeemee —3,725
Net transactions in transit_____ _ _ oo 121

Balance June 30, 1974_.__ ... _..____ e 10,473
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Corporations and other business-type activities of the Federal Government

The business-type programs which Government corporations and
agencies administer are financed by varions means: Appropriations
(made available directly or in exchange for capital stock), borrowings
from either the U.S. Treasury or the public, or by revenues derived
from their own operations. _

Corporations or agencies having legislative authority to borrow
from the Treasury issue their formal securities to the Secretary of
the Treasury. Amounts so borrowed and outstanding are reported as
liabilities in the periodic financial statements of the Government cor-
porations and agencies. In fiscal 1974, borrowings from the Treasury,
exclusive of refinancing transactions, totaled $10.7 billion, repayments
were $10.4 billion, and outstanding loans on June 30, 1974, totaled
$35.4 billion.

Those agencies havmg leglslatlve authority to borrow from the
public must either consult with the Secretary of the Treasury regard-
ing the proposed offering, or have the terms of the securities to be
offered approved by the Secretary.

During fiscal 1974, Congress granted $4. 3 billion in new authority
to borrow from the Treasury and slightly reduced existing authority
which resulted in a net increase of $4.2 billion. The status of borrowing
authority and the amount of corporation and agency securities out-
standing as of June 30, 1974, are shown in the Statistical Appendix.

Unless otherwise specifically fixed by law, the Treasury determines
interest rates on its loans to agencies by considering the Government’s
cost for its borrowings in the current market, as reflected by prevailing
market yields on Government securities which have maturities com-
parable with the Treasury loans to the agencies. A description of the
Federal agency securities held by the Treasury on June 30, 1974, is
shown in the Statistical Appendix.

- During fiscal 1974, the Treasury received from agencies a total of
$1.4 billion in interest, dividends, and similar payments.” (See the
Statistical Appendix.) '

As required by Department Circular No. 966, Revised, semiannual
statements of financial condition, and income and retained earnings
are submitted to the Treasury by .Government corporations and
business-type agencies (all other activities report on an annual basis).
Quarterly statements showing direct and guaranteed loans, and annual
statements of commitments and contingencies are also submitted.
These statements serve as the basis for the combined financial state-
ments compiled by the Treasury which, together with individual state-
ments, are published periodically in the Treasury Bulletin. Summary
statements of the financial condition of Government corporations and
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other business-type activities, as of June 30, 1974, are shown in the
Statistical Appendix.

Government-wide financial management

Legislative Reorganization Act of 1970.—The Legislative Reorgani-
zation Act of 1970 (Public Law 91-510) deals primarily with opera-
tions of the legislative branch of the Federal Government but also
places several new requirements upon the executive branch. Title IT
of the act directs the Secretary of the Treasury and the Director of
OMB, in cooperation with the Comptroller General, to: (1) Develop a
standardized information and data processing system for budgetary
and fiscal data; (2) develop a standardized classification structure for
programs, activities, receipts, and expenditures of Federal agencies;
and (3) determine the location, nature, and availability to Congress
of budgetary, fiscal, and related data in the various Federal agencies.

A third annual progress report was submitted to the Congress on
August 31, 1973. In recognition of the more extensive effort contem-
plated by the Congress than initially perceived by OMB and Treasury,
a Legislative Reorganization Act implementation planning task team
was established on June 1, 1973.

This team, operating on a full-time basis, and chaired by a repre-
sentative from OMB, included two senior professionals from Treasury,
one from the Department of Defense, and three from OMB. The team
had five major objectives which were: (1) To achieve a fuller under-
standing of the information needs of the Congress identified by GAO;
(2) to determine the adequacy or deficiency of existing systems and
reporting procedures to meet congressional needs; (3) to seek resolu-
tion of any issues, questions, or problems which may impede an orderly
implementation of sections 201-203 of the act; (4) to develop and
evaluate alternative approaches to meet defined congressional needs;
and (5) to develop short- and long-range plans for proceeding with
LRA system activities.

During the year the implementation planning task team identified
and described 60 discrete congressional needs. Some of the needs have
been met, while others have not been fully defined. Both short- and
long-range plans for meeting the full spectrum of all needs were
included in the report “Plan for Addressing Congressional Informa-
tion Needs,” which was released on' March 7, 1974. The near-term
information improvements would impact more heavily on central
OMB and Treasury systems than on agency systems. The longer range
reforms suggested could have a very significant impact on the agencies
as well as the central OMB and Treasury systems. Efforts of OMB
and Treasury, in cooperation with GAO, continue in line with imple-
menting the plans as developed by the team.
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Joint Financial Management Improvemensd Program.—On June 27,
1974, the Secretary met with the other prmmpals of the Joint Financial
Management Improvement Program to review progress under the pro-
gram and to sign revised Terms of Reference. The new Terms of
Reference establish an Executive Council with a member appointed
- by each principal to represent him in dealing with policy matters.
They also provide for an administrative staff consisting of an executive
director, executive secretary, and two clerical support positions. In
addition, each sponsoring agency during the 2-year period that it has
the chalrmanehlp will assign to JEMIP at least one full-time pro-
fessional.

At this meeting of the principals, Comptroller General Staats pre-
sented to the Secretary a letter approving the design of the revenue
accounting system for the Internal Revenue Service. Mr. Staats’ letter
also noted that with this approval the Department of the Treasury
now has all of its accounting systems approved.

Early in the year the President issued an- Executive order reassign-
ing certain financial management responsibilities from OMB to GSA.
Following this change, Mr. Arthur Sampson, Administrator of Gen-
eral Services, accepted an invitation to become a principal in the
Joint Program. GSA has been actively involved in the program dur-
ing the last year and Mr. Sampson will serve as the JFMIP chairman
for a 2-year period, beginning July 1,1974.

The third annual Financial Management Conference was held on
January 28, 1974, in Washington, D.C., with Mr. Sampson as the
keynote speaker. The Financial Management Achievement Awards for
1974 were presented to Edward W. Stepnick, Director, HEW Audit
Agency, and Robert Ringwood, State Auditor of Wisconsin. The pur-
pose of the awards is to give public recognition to Government em-
ployees who have achieved significant economies, efficiencies, and im-
provements.

Four seminars were held. The first dealt with establishing a closer
relationship between program managers and financial managers; the
second concentrated on special problems of financial management. A
third seminar, related to the productivity program, dealt with quality
measurement techniques, whereas the fourth seminar concentrated on
problems involved in operating and administering relmbursable
activities.

Emergency Loan Guarantee Board

The Secretary of the Treasury is Chairman of the Emergency Loan
Guarantee Board, a three-man board consisting also of the Chairman
of the Board of Governors of the Federal Reserve System and the
Chairman of the Securities and Exchange Commission. The Board,
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established by law in August 1971 (15 U.S.C. 1841-1852), was author-
ized, upon making certain specified findings, to guarantee private bank
credit to major business enterprises in an aggregate amount of up to
$250 million. The Board’s authority to enter any new guarantee agree-
ments terminated in December 1973.

The Board submitted a special report to Congress on June 28, 1973,
which contained a description of the Board’s operations together with
a recommendation that the guarantee program not be continued beyond
its termination date. Termination of the guaranteed loan program does
not ‘affect the Board’s ability to carry out its obligation to Lockheed
Aircraft Corp., the only borrower.

On September 24, 1973, the Board submitted its second annual
report to Congress for the year ended July 31, 1973. In accordance
with the requirements of the Emergency Loan Guarantee Act, the
report fully describes the Board’s operations during the year with
focus on Lockheed Aircraft Corp. A third annual report is forthcoming
for the year ended July 31,1974.

Treasury Department Committee on the Right of Privacy

In his state of the Union address to the Congress on Jauuary 30,1974,
the President ordered an “extensive Cabinet-level review” to determine
what measures can be taken to assure personal privacy while meeting
legitimate needs for information. In response, on February 23, 1974,
Vice President Gerald Ford formed the Cabinet-level Domestic Coun-
cil Committee on the Right of Privacy. This action called for complete
cooperation of all agencies in a concerted effort to analyze and im-
prove procedures relating to the privacy of individuals. The Vice
President requested support from the Secretary of the Treasury in
this effort and appointed him as a member of the Domestic Council
Committee. Other agencies represented were the Department of De-
fense, the Department of Justice, the Department of Commerce, the
Department of Labor, the Department of Health, Education, and Wel-
fare, the Civil Service Commission, the Office of Management and
Budget, the Office of Telecommunications Policy, and the Office of
Consumer A ffairs.

The Secretary appointed an assistant and a liaison representative
to represent him on the Vice President’s Committee. In addition, he
created a Treasury Department Right of Privacy Committee on
March 29, 1974, with representatives from every Treasury unit having
special responsibilities in this field. The Treasury Committee met often
and cooperated fully with the Domestic Council Committee by assist-
ing in its quest for information relating to Treasury procedures con-
cerning the privacy of information about individuals, by considering
quickly and thoroughly the many proposals put forth, by participating
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or handling Domestic Council projects, and by offering proposals
on behalf of Treasury.

Treasury was the lead agency, responsible for coordination of proj-
ect 6 of the Domestic Council Committee, which studied and made
recommendations concerning access to taxpayer data. In addition, the
Treasury was represented on seven other projects of the Domestic
Council Committee, with Treasury officials participating in studies
and the compilation of reports on topics ranging from the distribution
of mailing lists by Government agencies to the safeguards necessary
in creating an electronic funds transfer system to be used for social
security and supplemental security income payments by the Federal
Government.

One of the major concerns of the Domestic Council Committee on
the Right of Privacy was the formulation of draft alternative lan-
guage to H.R. 12206, “a bill to amend title 5, United States Code, to
provide that persons be apprised of records concerning them which
are maintained by Government agencies,” and other similar bills. The
draft was coordinated by OMB. The Treasury Committee played a
leading role in formulating the Department’s position on the alterna-
tive draft. '

The work of the Treasury Committee culminated in a review of the
reports of all eight projects, and of the privacy initiatives 1-14, which
represented proposed decisions on a program for action throughout
the Federal Government to implement the proposals and reports of
the Domestic Council Committee. [On July 10, 1974, at a meeting of
the principal representatives of the Domestic Council Committee on
the Right of Privacy, chaired by Vice President Ford, all initiatives
were approved, with some modifications. All of the initiatives were
supported in principle by the Secretary of the Treasury’s representa-
tive and all of Treasury’s proposed amendments were adopted.]

FEDERAL DEBT MANAGEMENT

Federal debt management in fiscal 1974 was conducted in an ex-
tremely difficult economic atmosphere. Inflation continued to plague
the economy and intensified in the latter part of the year as the effects
of the oil embargo and other material shortages spread through the
economy. At the same time the pace of economic activity faltered, and
in the late fall unemployment rose from about 4.6 percent to a rate
of 5.3 percent where it generally held for the remainder of the fiscal
year. Thus, the Government was confronted with the delicate task
of countering both the recessionary tendencies in the economy and the
worsening inflationary situation.



12 1974 REPORT OF THE SECRETARY OF THE TREASURY

The original 1974 budget had estimated the deficit for the fiscal year
at $12.7 billion. By June 1973, however, expectations of rising revenues
and the administration’s desire to hold down expenditures led to a
reduction in the estimate to $2.7 billion. While actual receipts and
outlays totals were both lower than the June estimates, the actual
deficit for the year was only $3.5 billion. Thus, even with a slowdown
in economic activity, the deficit and the Treasury’s net financing re-
quirements remained markedly below the $14.3 billion needs of fiscal
1973.

In contrast to fiscal 1973, when net foreign central bank purchases
of special nonmarketable Treasury issues totaling $9.5 billion had
reduced the Treasury’s market demands, net redemptions of foreign-
held issues in fiscal 1974, totaling $3.4 billion, increased the Govern-
ment’s need for market financing.

All coupon-bearing Treasury securities were sold by auction in 1974.
Note offerings were sold by the regular auction procedures employed
for Treasury bills. The year’s four offerings of long-term bonds used
the uniform-price auction, in which 21l awards are made at the lowest
accepted price.

The cycle of 2-year note offerings, maturing at the ends of calendar
quarters, was partially reinstituted in fiscal 1974. In early September,
an 834 percent September 1975 note was sold ; in November and March,
respectively, 7 percent December 1975 and 8 percent March 1976 notes
were auctioned; and an 834 percent June 1976 note was auctioned as
part of the May refunding. At year’s end, only two maturities in the
full cycle remained unfilled: March 31, and June 30, 1975. In fiscal
1974, the Treasury also completed the cycle of 52-week bills begun the
preceding year, offering the final July 30, 1974, bill in the cycle on
October 9, 1973.

In total, all marketable Treasury issues increased by $3.6 billion in
fiscal 1974. However, there was a net decline of $1.4 billion in outstand-

-ing marketable Treasury notes and bonds despite gross offerings of

coupon-bearing issues amounting to $23.3 billion of which $2.5 billion
were long-term bonds. Bill financing, on the other hand, provided $5.0
billion of new money in fiscal 1974, only slightly less than the $5.4
billion of new cash raised in bills in the preceding year. As noted,
foreign investment in special nonmarketable issues declined by $3.4
billion. Finally, T.S. savings bonds continued to be an important
source of funds with a net increase in outstanding amounting to $2.5
billion.

Changes in Federal securities ,
Federal securities include the marketable and nonmarketable debt
issues of the Department of the Treasury as well as those obligations
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MARKET YIELDS AT CONSTANT MATURITIES 1969-1974
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! Monthly averages of daily market yields of public debt securities.
Bank discount rates of Treasury bills.

issued by Federal agencies which are part of the unified budget totals
and in which there is an element of Federal ownership. The.Federal
agency securities included are the participation certificates of the
Government National Mortgage Association, the debt issues of the
Export-Import Bank of the United States and the Tennessee Valley
Authority, Postal Service bonds, Defense family housing mortgages,
and the various guaranteed issues of the Federal Housing Adminis-
tration. .

At the end of fiscal 1974, Federal securities outstanding totaled
$487.1 billion—$17.8 billion, or 4 percent, more than the $469.8 billion
level at the end of fiscal 1973. Total Treasury public debt securities
outstanding reached $475.1 billion and accounted for $16.9 billion of
the fiscal 1974 increase in Federal securities, while Federal agency
securities rose $0.9 billion to a level of $12.0 billion. Treasury market-
able securities outstanding on June 30, 1974, amounted to $266.6 bil-
lion. This was an increase of $3.6 billion in fiscal 1974 compared with
$5.8 billion 1in fiscal 1973. The fiscal 1974 increase in marketable debt
was the result of a $5.0 billion increase in Treasury bills which was
partly offset by a net decline of $1.4 billion in Treasury notes and
bonds. Despite the Treasury’s issuance of $2.5 billion of long bonds
and $4.1 billion of securities in the 5- to 10-year maturity area, the
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Federal debt and Government-sponsored agency debt

[In billions of dollars)
Increase,
Class of debt June 30, June 30, June 30, or
1972 1973 1974 decrease
Public debt securities:
Marketable public issues by maturity class:
Within 1 year 121.9 122.8 .139.9 17.1
1to 5 years__ 89.0 88.2 77.2 -11.0
5 to 20 years. .. 36.2 45.6 44.4 -~1.2
Over 20 years 10.1 6.4 5.1 ~1.3
Total marketableissues___...._.__._..__....._...._. 267.2 263.0 266. 6 3.6
. Nonmarketable public issues:
Series E and H savings bonds......................._. 55.9 59.4 .61.9 2.5
U.8. savingsnotes'_.......... .6 .5 .8 *)
Investment series bonds._ .. 2.3 2.3 2.3 *)
Foreign serles securities..... 16.9 26.8 23.4 —3.4
Foreign currency Securities.. 2.1 L7 1.6 -1
Other nonmarketable debt.... .8 .9 1.5 .6
Total nonmarketable public issues.__....__.... S 78.8 91.6 91.3 -.3
Special issues to Government accounts (nonmarketable). . 89.6 101.7 115. 4 13.7
Non-interest-bearing debt.__.______________________________ 19 18 . 18 *
Total gross public debt_ ... ... ... 427.3 "468. 1 475.1 17.0
Federal agency securities:
Government National Mortgage Association...........__. 4.9 4.5 4.4 -1
Export-Import Bank of the United States..... L8 2.2 2.9 .7
Tennessee Valley Authority. ... .. ......._.... 1.9 2.3 2.7 .4
Defense family housing.____..._... 1.8 15 1.4 -1
Other. . .. .8 .7 .6 *)
Total Federal agency debt. 10.9 1.1 12.0 9
Total Federal debt. .. ... . ... 438.2 469.3 487.1 17.8
Government-8ponsored agency securities:
Federal home loan banks___________..__________.___._..__ 7.8 12.1 18.6 8.5
Federal National Mortgage Association . 18.6 20.4 25.2 4.8
Federal land banks__.______._._........ .- 7.5 9.1 1.1 2.0
Federal intermediate credit banks. . - 6.1 6.7 8.0 1.3
Banks for cooperatives..__. .. el 1.8 2.3 2.5 .2
Government-sponsored agency debt_ ... 41.9 60.6 65.3 14.7

* Less than $50 million.

1 1.8, savings notes first offered in May 1967; sales discontinued after June 30, 1970.
average maturity of the interest-bearing marketable debt declined by
2 months over the fiscal year and on June 30, 1974, was at 3 years.

Ownership

Of the total Federal debt issues outstanding at the close of fiscal
1974, $266.2 billion, or 57.3 percent, was held by private investors. The
Federal Reserve System and Government accounts held the remainder,
$220.8 billion. Private investors also held $62.7 billion of federally
sponsored agency issues, which amounted to an increase of $13.4 bil-
lion in fiscal 1974. The Federal Reserve System and Government ac-
counts holdings of federally sponsored agency issues increased by $1.4
billion to a level of $2.7 billion.

Borrowing from the public which includes the Federal Reserve Sys-
tem and foreign investors totaled $3.0 billion in fiscal 1974. This was
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PRIVATE HOLDINGS OF MARKETABLE FEDERAL SECURITIES
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considerably less than the more than $19.0 billion in each of the past
3 fiscal years. The Federal Reserve System acquired $5.5 billion of
these securities while private investors showed a net decline of $2.5 -
billion, practically all of which was the decline in foreign holdings of
Federal securities.

Unlike in fiscal 1973 when nonmarketable public debt increased by
$13.1 billion, these securities declined $0.4 billion in fiscal 1974. Invest-
ment in special nonmarketable securities by foreign investors was down
$3.4 billion while other nonmarketable issues, mainly savings bonds,
rose by $3.0 billion over the fiscal year. Special nonmarketable securi-
ties issued only to Government accounts and trust funds such as the
Federal old-age and survivors insurance trust fund accounted for the
major portion of the increase in public debt securities. These nonmar-
ketable issues increased by $13.7 billion in fiscal 1974. )

Since Government-sponsored agencies ars not included in the Fed-
eral budget totals, their obligations are not part of the Federal debt.
However, these privately owned and managed agencies are subject to
some degree of Federal supervision. In fiscal 1974 Government-spon-
sored agency debt increased by $14.8 billion to $65.4 billion.

Individuals.—In fiscal 1974 individuals increased their holdings of
public debt securities by $4.8 billion to a level of $80.7 billion. More
than half of the increase, $2.5 billion, was in holdings of E and H sav-
ings bonds. Attracted to the higher yields on Treasury marketable
securities, individuals increased their holdings by nearly $2.4 billion,

553-554 O - 74- ¢
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Estimated ownership of public debt securities on selected dates 196474

[Dollar amounts in bilions)

Change
June 30, June 30, June 30, June 30, during
1964 1972 1973 1974 fiscal

1974
Estimated ownership by:
Private nonbank investors:
Individuals: !
$58.9 $61. 4 $2.5
. .5 .5 (*)
Other securities. .. 16.4 18.8 2.4
Total individuals..._._._........_........ 68.5 73.2 75.9 80.7 4.8
Insurance compandes. ... ... 1.0 r6.7 r6.3 5.9 -4
Mutual savings banks____._. - 5.8 r3.5 r3.2 2.6 —.6
Savings and loan associations. . - 6.5 5.7 5.7 4.6 =11
State and local governments. . R - 22.5 r26.9 r28.8 28.3 -.5
Foreign and international___ _. . 156 50.0 60.2 57.7 -~2.6
Corporations._._._._.___.__ - 18.9 r9.3 r9.8 10.8 1.0
Miscellaneous investors 3. ... . .........._. 9.3 r8.3 r10.9 12.7 1.7
Total private nonbank investors........_... 158.2 183.6 200.9 203.2 2.3
60.2 r60.9 r58.8 53.2 —-5.6
34.8 71.4 75.0 80.5 5.5
Government accounts 58.6 1115 123.4 138.2 14.8
Total gross debt outstanding_._______________.__ 3.7 427.3 458.1 475.1 16.9
Percent
Percent owned by:
ndividuals. ... .. 22 17 17
Other private nonbank investors 29 26 27
Commercial banks.__.._......__ 19 14 13
Federal Reserve banks........ 11 17 16
Government accounts...._._._. 19 26 27
* Total gross debt outstanding.___________._____.. 100 100 100
*Less than $50 million.

r Revised.

i Including partnerships and personal trust accounts.

3 U.S. savings notes first offered in May 1967; sales discontinued after June 30, 1970.

3 Includes nonprofit institutions, corporate pension trust funds, nonbank Government security déalers,
certain Government deposit accounts, and Government-sponsored agencies.

compared with a decline of $0.8 billion in fiscal 1973. At the end of the
fiscal year individuals’ holdings of E and H savings bonds and U.S.
savings notes totaled $61.9 billion and holdings of marketable securi-
ties was $18.8 billion.

Insurance companies—During fiscal 1974 insurance companies’
holdings of public debt securities fell by $0.4 billion which was about
the same as in fiscal 1973. Holdings of Federal agency securities were
also down slightly for the year. On June 30, 1974, insurance companies
held $5.9 billion of public debt securities and $0.4 billion of Federal
agency issues.

Savings institutions.—Savings and loan associations decreased their
holdings of public debt obligations by $1.1 billion during the fiscal
year. In addition their holdings of Federal agency securities declined
slightly. At the end of fiscal 1974, savings and loans held $4.6 billion
of public debt.securities and $0.5 billion of Federal agency obligations.
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On June 30, 1974, mutual savings banks held $2.6 billion of public
debt securities, a decline of $0.6 billion from the previous year. Their
holdings of Federal agency securities declined by $0.2 billion following
amodest $0.1 billion increase in fiscal 1973. At the end of the fiscal year
mutuals held $0.4 billion of Federal agency securities.

State and local governments.—State and local governments held
public debt securities totaling $28.3 billion at the end of the fiscal year.
This reflected a decrease of $0.5 billion over the year compared with a
$1.9 billion increase in holdings the previous fiscal year. However,
State and local governments increased their holdings of Federal
agency securities by $0.6 billion during the year. At the end of the
year they held $3.8 billion of these securities.

. Foreign and international.—In fiscal 1974 foreign investors’ hold-
ings of public debt securities declined by $2.6 billion compared with
an increase of more than $10 billion in fiscal 1973. Holdings of special
nonmarketable issues declined by $3.4 billion while holdings of mar-
ketables increased $0.8 billion. The increase in marketables was
concentrated in Treasury bills where $2.6 billion was added to their
portfolios. Holdings of Treasury notes and bonds, however, declined by
$1.8 billion. Holdings of Federal agency securities showed little change
and at the end of the fiscal year foreign lnvestors held $0.5 billion of
these securities.

Nonfinancial corporations.—Corporations continued to add to their
holdings of both public debt and agency securities. Corporate holdings
of public debt securities increased by $1.0 billion over the fiscal year
to $10.8 billion. Holdings of agency issues increased by $0.3 billion
to $0.5 billion.

Other private nonbank investors—Holdings of public debt secu-
rities by private nonbank investors increased by $1.7 billion during
fiscal 1974, compared with an increase of $2.5 billion in the previous
year. These investors held $12.7 billion of Treasury securities on
June 30, 1974.

Commercial banks~—Commercial banks’ holdings of Treasury se-
curities declined for the third successive year as banks liquidated
securities to help meet loan demand. Commercial banks’ holdings
amounted to $53.2 billion, a decline of $5.6 billion. At the end of the
year, banks held Federal agency securities totaling $2.4 billion, a gain
of $0.5 billion for the year.

Federal Reserve System.—The Federal Reserve System acquired
$5.5 billion of public debt securities during the year increasing their
total holdings to $80.5 billion. Federal Reserve’s holdings of agency
securities declined slightly. At the end of the year, the System held
$0.2 billion of agency securities, about the same as in fiscal 1973.
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OWNERSHIP OF FEDERAL SECURITIES, JUNE 30, 1974
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Government accounts.—Holdings of public debt securities by Gov-
ernment accounts increased $14.8 billion. The majority of the increase
was in their holdings of special nonmarketables which increased by
$13.7 billion. Government accounts’ holdings of marketable public
debt securities increased by $1.1 billion compared with $0.2 billion
in fiscal 1973. Holdings of Federal agency securities were slightly
lower than in fiscal 1973. At the end of the fiscal year they held almost
$2 billion of agency issues.

Financing operations

The fiscal year began under conditions of real economic growth ad-
vancing moderately at a rate of between 3 and 4 percent per year.
However, inflation, which many had thought to be under control do-
mestically, was again emerging as a major policy problem and, with
Federal Reserve policy clearly restrictive, interest rates had risen
- sharply.

The Treasury ended the previous fiscal year with an operating bal-
ance of $12.6 billion. With both receipts and outlays working to hold
down cash drains.in July and with foreign redemptions of special non-
marketable issues only moderate, the Treasury came up to the August -
financing operation with a Jarger than usual cash balance. On July 25,
the terms of the refunding were announced. A total of $4.5 billion of
new issues were to be offered to partly refund the $5.7 billion maturing
notes and bonds. New coupon securities offered consisted of $2.0 billion
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of an additional amount of 7% percent 4-year Treasury notes and
$0.5 billion of 7% percent 20-year bonds callable in 15 years. In addi-
tion, $2.0 billion of 35-day September tax anticipation bills were of-
fered. All of the new securities were to be sold by competitive bidding,
with awards for the bonds to be made by the uniform-price method
in which all accepted tenders are awarded bonds at the lowest ac-
" cepted price.
- While the financing community generally anticipated the terms of
the financing, financial markets worsened shortly after terms of the
financing were announced, and the bidding on the two coupon issues
was generally unenthusiastic. The $2.0 billion of 4-year 73/ percent
notes, auctioned July 31, drew only $2.1 billion competitive tenders. An
average price of 99.07, a yield of 8.03 percent, was set in the auction
and $0.6 billion of noncompetitive tenders were accepted at that price.
The $0.5 billion of 714 percent bonds, auctioned August 1, attracted
only $235 million competitive and $26 million noncompetitive bids
from the public. The low price, at which all awards were made, was
95.05 yielding about 8 percent. The remainder of the public issue was
allotted to Federal Reserve banks and Government accounts. The $2.0
billion of 35-day tax anticipation bills, auctioned on August 8, brought
an average price of 99.05 to yield 9.802 percent. Commercial banks
were allowed 50 percent tax and loan account credit in paying for their
own or their customers’ awards, and acquired $1.9 billion, or 96 per-
cent, of the issue.

Conversely, debt markets rallied shortly after the financing as slow

_growth in the previous 2 months’ monetary aggregates led investors
to anticipate an easing in Federal Reserve policy. As a consequence, the
new issues posted substantial price increases, and by September the
market price declines that had occurred immediately following the
financing announcement had been largely recovered.

In light of projected cash needs in early September, an offering of
$2.0 billion of 25-month 834 percent notes was announced on August 20,
for auction August 24. These notes, part of the cycle of end-of-quarter
2-year notes instituted in fiscal 1973, were auctioned at an average
price of 100.80 to yield 7.94 percent. Reception of the issues was good
given the generous coupon and declining market rates, and $4.3 billion
of competitive and $0.5 billion of noncompetitive tenders were
received. .

To cover heavy seasonal cash drains in October, the Treasury an-
nounced on October 16 the auction on October 25 of $2.0 billion of tax
bills due April 19, 1974. With full tax and loan account credit allowed
for payment of the issue, commercial banks were awarded 99 percent
of the offering at an average price of 96.824 to yield 6.765 percent.
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Offerings of marketable Treasury securities excluding refunding of regular bills,

fiscal 1974
[In millions of dollars]

Cash offerings Allotted to ‘Average

) ————————— Federal auction

Date Description For new For re- Reserve Total yield
‘money funding and Gov't. ~ (percent)

accounts
NoTES AND BONDS

______ 14-percent note, Apr.1,1978' . _________....___.. % ™ [ TP
..... 7%4-percent note, Aug. 15 1977.__. © 2,026 628 2,654 8.03
.- 7% percent bond, Aug. 15, 1988-933. ____________ 261 665 926 8.00
894-percent note, Sept. 30, 1975_..... . 2,088 __..._..._............. 2,043 7.94
1}4-percent note, Oct. 1, 19781 ________________.__._______ 3 3 ..
7-percent note, Nov. 15, 1979 2,021 220 2,241 6. 82
7-percent note, Dec. 31, 1976.. 1,511 220 1,731 6.91
14-percent bond, Aug. 15, 19 - 302 136 438 7.36

7;percent note, Feb. 15,1981 _ ... __.____.___._._
67%-percent note, Feb. 18, 1977
.. 7¥%-percent bond Aug. 15, 1988-93 2_
__ 8%percent note, Mar. 31, 1976

- .. 1¥-percent note, Apr. 1 1979 ¢
.. 8%-percent note, Aug. 15 1978 _
May 16 ..... 834-percent note, June 30, 1976 .
May 15..... 8Y4-percent bond, May 15, 1994-99 2

o
wnoe

b =3
8538

\

Total notes and bonds. ....._ .. 3,676 - 14,429 4,276 22,279

Birs (MATURITY VALUE)

Change in offerings of regular bills:
1978 July-September_ __ ... _.__.__.... =298 e iciciiaaan —298
October-December. .-
1974 January-March. ___.._._. --
April-June. ... . . .. .. ...

Total change in regular bills. . .. 4,959

Tax anticipation bill offerings:

Aug.16.._.. 9.802 percent, 35-day, maturing
Sept. 19,1973 ...
6.766 percent, 169-day, matu:ing
Apr. 19, 1974
7.830 percent, 140-day, mal
Apr 19, 1974 additlonal -
7.790 percent, 203-day ma ng
June?21,1974___ . _________.___.

7.450 percent, 46-day, maturing

Apr. 19, 1974, additional ._.__._. 1,616 ... 1,616 . . .
-8.306 percent, 84-day, maturing
June 21, 1974, additional . _.____. 2,628 .o 2,623 ...
Total tax anticipation offerings. 11,085 _______.______..___._.._. 11,066 ...
Total offerings. _..___... ————- 19,599 14,429 4,275 38,303 _.....__..

:%ggeglg gc‘ogange for 234 percent Treasury bonds, investment series B-1976-80.
2 Unltorm-price auction; all accepted bids awarded at the highest accepted yield.

As the November financing approached, an embargo of oil ship-
ments was announced by Arab producers. At least in part because
of this, many economic analysts began predicting slower real growth
or a decline in GNP in ensuing quarters. At the same time, inflation
was becoming an even greater problem. The Federal Reserve appeared
to have eased its earlier restrictive policy stance. The result was
general decline in credit market rates during the months preceding
the Treasury’s November financing.
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On October 24, the Treasury announced it would auction $1.5
billion of 2514-month notes, $2.0 billion of 6-year notes, and an addi-
tional $0.3 billion of 1934-year 714 percent bonds originally offered
August 1973. Coupons of 7 percent were announced for the two notes
on October 29. The $2.0 billion of 6-year notes were accorded a good .
reception and were auctioned at an average price of 100.88 which
yielded 6.82 percent. Competitive tenders of $2.9 billion and non-
competitive bids of $203 million were received. The $1.5 billion 2515-
month notes were more enthusiastically greeted with $2.9 billion in
competitive tenders producing an average auction price of 100.14 to
yield 6.91 percent. Noncompetitive bids totaled $235 million and were
fully awarded at the average price.

Interest in the reopened 714 percent 193;-year bonds was in
marked contrast to its showing in its original August offering. Com-
petitive bids totaled $1,300 billion and noncompetitive $53 million.
All awards were made at the lowest accepted competitive price of
101.60 which yielded about 7.35 percent to maturity.

Following the quarterly financing, short-term cash requirements
and accelerating redemptions of Treasury securities held by foreign
central banks brought the Treasury back to market. On November 5,
a $1.1 billion bill strip was announced for auction November 9. The
strip was composed of 11 $100 million additions to the weekly bills
maturing from November 23, 1973, through January 31, 1974. The
strip attracted $2.5 billion in tenders with the auction setting an aver-
age price of 98.962 to yield 9.67 percent on a bank discount basis. The
Treasury announced an additional cash operation on November 21,
consisting of $3.0 billion of tax anticipation bills to be auctioned
November 28, of which $1.0 billion represented an additional amount
of April 19, 1974, bills and $2.0 billion of a new issue to mature
June 21, 1974. The average accepted rate on the April bills was
7.830 percent and on the June bills, 7.790 percent. Tax and loan ac-
count credit of 50 percent was permitted to commercial banks which
acquired 70 percent of the Aprll 19 tax bills and 82 percent of the
June 21 tax bills.

The Treasury ended the calendar year Wlth an operating balance
of $10.4 billion, in part reflecting the continuing need for the Govern-
ment to maintain higher than usual contingency balances in the
absence of the Treasury borrowing authority from the Federal Re-
serve.

Worsening inflation, the oil embargo, the strength of the dollar
with its implications of possible foreign liquidation of nonmarketable
special Treasury issues and additional Treasury cash needs, and an -
apparent easing in monetary policy produced many crosscurrents of
interest rate and credit expectations as the year began. For the most
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part, however, short-term interest rates moved lower in January, while
long-term yields held relatively steady.

The initial details of the Treasury’s February financing were
announced on January 30. A total of $4.05 billion of new issues were
offered to partially refund the $4.5 billion of maturing securities.
The new issues were: $2.25 billion of 3-year, 3-month notes to be
auctioned on February 6; $1.5 billion of 7-year notes to be auctioned
on February 5; and an additional $300 million of the 714 percent
bonds of August 1988-93 to be sold by uniform-price auction on Feb-
ruary 7. On February 4, coupons of 67 percent and 7 percent were
announced for the 39-month and 7-year notes, respectively.

‘The 7 percent, 7-year notes were auctioned at an average price of
100.28, yielding 6.95 percent. Tenders for the $1.5 billion issue totaled
. $3 billion, including -$100 million of noncompetitive tenders which
were accepted in full at the average price. Public subscriptions to
the 674 pereent notes totaled $3.1 billion; and the average price in
the auction was set at a premium of 100.51, equivalent to a yield of

6.70 percent. About $300 million of noncompetitive tenders were
awarded at the average price. Response to the reopened 714 per-
cent bond was especially enthusiastic. Tenders from the public for the
$300 million offering amounted to $1.1 billion and the stop-out price
at which all awards were made was set at 100.45 for a yield to
~maturity of 7.46 percent. Accepted tenders for the bond included non-
competitive subscriptions totaling $31 million.

Despite the favorable response to the refunding, the market was
“whipsawed” after the auctions by conflicting attitudes toward the
future of interest rates. Thus, the market performance of the new
issues was mixed and market participants began to focus more atten-
tion on the timing and form of the $4.5 billion of additional Treasury
borrowing that Under Secretary Volcker had indicated might be
needed before mid-April.

On February 20, the Treasury announced the auction of $1.5 billion
of April tax anticipation bills to be held February 26 with payment
March 4. Commercial banks were allowed full tax and loan account
credit in paying for their own and their customers’ accepted tenders.
In this first of the Treasury’s spring short-term financing operations,
‘an average price of 99.048, equivalent to a bank discount rate of
7.450 percent, was set. Commercial banks were allotted 99 percent of
the issue. :

The second short-term cash financing in the first quarter was an-
-nounced on March 20 and consisted of $2.5 billion of additional June 21
tax anticipation bills to be auctioned March 26 for payment March 29.
The average price was 98.062, or a rate of 8.30 percent on a bank dis-
count basis. Again, virtually all of the issue was taken in the first
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instance by commercial banks which were again granted full tax
and loan account credit in paying for the bills,

As March progressed, the drain on the Treasury’s cash position
proved somewhat larger than earlier anticipated. Budget outlays ran
ahead of expectations, perhaps in part due to inflation; whereas with
the slowing in the economy receipts fell below projections. Conse-
quently, on March 20 the Treasury also announced that on March 28
it would auction $1.5 billion of 2-year notes to mature March 31, 1976.
A coupon rate of 8 percent was announced the day before the auc-
tion. In an atmosphere of economic uncertainty and security market
weakness, response to the issue was not enthusiastic and only $1.7 bil-
lion of tenders were received, nearly $500 million of which represented
noncompetitive bids which were accepted at the average price of 99.85
to yield 8.08 percent.

Following the April tax date, the Treasury’s cash position increased
sharply and by the end of the month the operating balance stood at

" $11.5 billion. In light of this very large balance and because of the
thinness of the margin remaining under the temporary debt ceiling,
the Treasury announced on May 1 that it would only offer $4.05 bil-
lion of new securities in the May refunding and would use available
cash to pay off the remaining $1.55 billion of May 15 maturing issues.
At the same time, to meet a portion of its late May and early June
needs, the Treasury announced that the weekly bill offerings for the
weeks May 16 through June 13 would be increased by $200 million.

Three new issues were offered in the May refunding: $2 billion of
June 30, 1976, notes; $1.75 billion of August 1978 notes; and $300 mil-
lion of May 1999 bonds, callable after May 15, 1994, and bearing an 814"
percent coupon—the highest coupon on a U.S. Treasury bond since the
mid-19th century. The coupons on the notes were announced on May 3;
but because of the likely high rate and the consequent implications for
disintermediation from thrift institutions, the initial financing an-
nouncement raised the minimum denomination of tenders for the two
notes to $10,000 from the usual $1,000. On May 3, a coupon of 83/ per-
cent was announced for both the 2514-month and the 4-year 3-month
issues in a market atmosphere of considerable caution and underlying
weakness.

Despite continued market erosion prior to the auctions of the $1.75
billion of 41/-year notes on May 7, demand for the issue proved quite
active with some $3.5 billion of tenders submitted by the public, includ-
ing $800 million of noncompetitive bids which were awarded at the
average price of 100.07 to yield 8.73 percent.

The strong interest in the longer note carried through the next day
to the auctions of the June 1976 note and the long bond. In the $2 bil-
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Disposition of marketable Treasury securities excluding regular bills, fiscal 1974
[In millions of dollars]

Securities Redeemed Exchanged
Date of for cash or for new
retirement carried to issue at Total
Description and maturing date Issue date mgtg{ed maturity
e

NOTES AND BoNDS

8l4-percent note, Aug. 15, 1973 Feb. 15, 1970 1, 514 325 1,839
4-percent bond, Aug. 16, 1973. 3,166 728 3, 894
_1¥4-percent note, Oct. 1, 1973_ 30 ...
414-percent bond, Nov. 15,1973_...__ July 22,1964_______ 3,760 576 . 4, 336
19%4
Feb.15..... 7% -percent note, Feb. 15, 1974.. ... _. Aug. 15,1970 ... __ 2,618 342 2,960
Feb. 15 . 414-percent bond, Feb. 15,1974__..._ Jan, 16, 1965.___... 1,924 542 2,466
Apr.1_.____ 1}4-percent note, Apr. 1,1974____.___ Apr.1,1969____.._. 34 . 34
.. 7Y4-percent note, May 15, 1974.._.___ Nov. 16,1970_..__. 3,336 999 4,334
41{-percent bond, May 15, 1974___... May 15,1964.._... 2,328 51¢ 2,847
Total coupon securities. ... .. ... . ........_... 18,709 4,031 22,740
BILLS
1978
Sept. 19..___ 9,803 percent (tax anticipation)....__ Aug. 16,1973__._ .. 2,017 . ... 2,017
1974 :
Apr.19_..__ 6,765 percent (tax anticipation)__..._. Nov.1,1973...._._
Apr.19_____ 7,830 percent (tax anticipation)._..__ Nov.30,1973__.____
Apr.19._._. 7,452 percent (tax anticipation)...._. Mar. 4, 1974.. ...
June21____. 7,790 percent (tax anticipation)...... Nov. 30, 1974_____.
June21_ ... 8,306 percent (tax anticipation)__..._ Mar. 29, 1974_____.

Total tax anticipation bills_ ... ... __.__.._._..
Total securltles. ... ... .o oo . 29,774 4,031 33,805

lion note auction, bids by the public totaled $3.2 billion of which $716
million were submitted noncompetitively, and the average auction price
was set at par, or a yield of 8.73 percent after adjustment for delayed
payment of the interest earned from May 15, to June 30, 1974,

Interest in the long bond, particularly by small investors, was very
strong and tenders from the public totaled just over $900 million. Non-
competitive bids accounted for $115 million of the $300 million of final
awards of the bond. Having been auctioned by a uniform-price auction,
all awards of the bonds were made at the lowest accepted price of
102.85, or a yield of 8.23 percent to maturity and 8.21 percent to the
issue’s first call date.

Because of the exceptionally heavy interest in all three issues, many
investors did not receive their expected awards. Consequently, although
monetary conditions remained stringent during May and many ob-
servers looked for even higher interest rates in the future, demand
for the new issues was brisk and the price of all three rose moderately.

On May 22, the Treasury announced that it would raise $800 million
of new cash to meet its remaining early June needs through auctioning
a strip of eight bills which would add $100 million to the outstanding
weekly bills maturing from September 19 throngh November 7. Full
tax and loan account credit was allowed to commercial banks in paying
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for the issue. Tenders to the strip totaled $2.5 billion and an average
issuing bank discount rate of 8.284 percent was set in the auction.

No other financing operations were undertaken between the strip
auction and the end of the fiscal year. Reflecting the usual buildup
in its balances following the quarterly tax date, even with the redemp-
tion and payoff of maturing June tax anticipation bills, the Treasury’s
operating balance increased to a level of $9.2 billion by June 30.

Federal Financing Bank

As of June 30,1974, the Federal Financing Bank had approved three
loans totaling $627 million. They were the first loans made by the bank,
which was created on December 29, 1973, by Public Law 93-224 to
coordinate under a single agency the many Federal and federally
assisted borrowing programs.!

The bank purchased from the Student Loan Marketing Association
a $100 million 91-day obligation, bearing interest at 8.975 percent, and
guaranteed by the Department of Health, Education, and Welfare;
and from the U.S. Postal Service a $500 million 1-year obligation,
bearing interest at 9.305 percent.

The bank has committed to purchase $27,641,000 of obligations that.
had previously been purchased by the Department of Health, Educa-
tion, and Welfare from 20 public agencies under the Hill-Burton
program for support to community hospitals. To date, the Federal
Financing Bank has advanced $2 million, bearing interest at 854 per-
cent. This loan is guaranteed by the Department of Health, Education,
and Welfare.

ENFORCEMENT, OPERATIONS, AND TARIFF
AFFAIRS

The programs and operations of six bureaus of the Department
of the Treasury are grouped under one Assistant Secretary who utilizes
three deputies and three staff offices (Offices of Law Enforcement,
‘Operations, and Tariff Affairs) to supervise them. The bureaus are
Customs Service, Engraving and Printing, Mint, Secret Service, Con-
solidated Federal Law Enforcement Training Center, and Alcohol,
- Tobacco and Firearms. Enforcement aspects of the responsibilities of
the Internal Revenue Service also receive the Assistant Secretary’s
coordinating supervision.

Law Enforcement and Operations

The Deputy Assistant Secretary for Enforcement and Director,
Office of Law Enforcement, developed and reviewed the policy and

1 See exhibits 29, 30, and 31.
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strategy of Treasury law enforcement activities, with particular atten-
tion to application of new concepts, technology, and tactics; coordina-
tion between bureaus; coordination of Treasury’s contributions to in-
terdepartmental law enforcement efforts; and interaction of strategy
with other departments, agencies, and governments. He had primary
cognizance over the Secret Service, the Bureau of Alcohol, Tobacco
and Firearms, the Consolidated Federal Law Enforcement Training
Center, the anti-narcotics-traffic program of IRS, the Office of Foreign
Assets Control,and the Interpol National Central Bureau.

The Director, Office of Operations, under the supervision of the
principal Deputy Assistant Secretary, maintained oversight of bureau
activities for effective design and execution of programs, efficiency of
management and organization, and economy of operations, with par-
ticular attention to coordination of personnel and logistics aspects of
ongoing programs within Treasury and with other departments, review
of senior personnel appointments, development and review of man-
agement information reports and budget proposals, and, for nonen-
forcement activities, adequacy of long-range planning. The Deputy
Assistant Secretary had primary cognizance over Customs, Mint, and
Engraving and Printing.

Antinarcotics program

Treasury continued to provide a high level of support for its anti-
narcotics activities.

The narcotics trafficker program of the Internal Revenue Service,
initiated in July 1971, achieved increasingly significant results during
fiscal 1974. The program identified known or suspected traffickers who
had been violating the Federal income tax laws and, through the en-
.forcement of the tax laws, eliminated or reduced their drug activities.
While those in upper and middle echelons of the drug distribution sys-
tem were of primary interest to the IRS investigators, millions of
dollars were collected from lower level operators, many of whom had
failed to file income tax returns. The Drug Enforcement Administra-
tion and other Federal and local agencies assisted the IRS in selecting
targets for investigation and in collecting monies due the Federal
(Government.

In fiscal 1974, 421 alleged major drug dealers, smugglers, and finan-
ciers were selected for tax investigations, while 1,404 at lower levels
were subjected to other tax enforcement action. IRS agents recom-
mended additional assessments of $75.6 million in taxes and penalties
and collection officers brought in $16.5 million. Indictments were re-
turned against 86 major traffickers and 88 convictions were obtained.
Due to the normal delays in the judicial processes, the convictions re-
ported are not necessarily related to the indictments issued during fiscal
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1974. The IRS allocated 852 agent man-years to the program in fiscal
1974, e
Treasury participated in activities of the Cabinet Committee on
International Narcotics Control, with particular emphasis on customs-
. to-customs programs for advising and training foreign customs border
control officials. Mobile tactical interdiction units of the U.S. Customs
Service, located in strategic border areas, continued to make heavy
inroads on narcotics-smuggling activity from Mexico.

e

Organized crime
Treasury agencies continued their contribution of manpower and
resources to the joint strike force program operating against organized
crime in 18 major cities throughout the country under the direction
of the Department of Justice. Treasury’s own programs supported the
organized crime drive through:
(1) The Treasury Organized Crime Council;
(2) The narcotics programs of IRS and Customs;
(8) Action against major counterfeiting and bond forgery opera-
tions by the Secret Service;
(4) The cargo security program of Customs; and
(5) The attack on illicit liquor traffic and the suppression of il-
legal use of firearms and explosives by the Bureau of Alcohol, To-
bacco and Firearms.

Counterfeiting

In fiscal 1974, counterfeiters continued to produce large volumes
of counterfeit currency. However, for the second consecutive year, the
amount of currency circulated to the public dropped from a record
high of $4.8 million in fiscal 1972. Whilie losses to the public amounted
to $2.4 million, the Secret Service seized $19 million prior to circula-
tion. Loss to the public was reduced about $1 million, or 27 percent,
from the previous year.

Presidential and foreign dignitary protection

The protection of those individuals authorized such protect;lon by
law continued to be the primary responsibility of the Secret Service.
Permanent protective divisions were maintained for the security of the
President, First Family, Vice President, widows of former Presidents,
John F. Kennedy, Jr., Secretary of the Treasury, and Secretary of
State.

Foreign dignitaries visiting the United ‘States and special represen-
tatives of the United States traveling abroad generated an unprece-
dented volume of temporary protective activities. During fiscal 1974,
the Secret Service provided protection to 140 foreign dignitaries visit-
ing the United States. In addition 11 official representatives of the
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United States performing special missions abroad were protected at
the direction of the President. This represents an increase of 37 per-
cent over fiscal 1973.

Treasury enforcement communications system (TECS)

. Since December 1972, TECS has provided the law enforcement arms
of the U.S. Customs Service, Bureau of Alcohol, Tobacco and Fire-
arms, and the Intelligence and Security Divisions of the Internal
Revenue Service not only direct communication capability among their
respective field .and headquarters personnel, but also access to com-
monly indexed Treasury law enforcement information and to data in
the FBI National Crime Information Center.

During fiscal 1974, TECS processed an average of 150,000 transac-
tions per day. This produced approximately 1,200 hits (data of in-
terest to the investigator), which resulted in over 360 arrests.

Three important expansions occurred. The Washington National
Central Bureau of Interpol became a participant in TECS, with ap-
propriate specific limitations on access and release of data. Subse-
quently, an interface with the Drug Enforcement Administration, and
an interface with local and State enforcement agencies, the latter
through the national law enforcement teletype system (NLETS),
were established. Both actions significantly increased the effectiveness
of TECS as support to enforcement agencies in containing and deter-
ring illegal activities and apprehending criminals.

Anti-terrorism

Treasury, as a member of the Cabinet Committee to Combat Terror-
ism, continued to participate in the development of the President’s
program to thwart international terrorism and to establish emergency
plans for coping with terrorist incidents. The Office of the Secretary,
the U.S. Secret Service, the U.S. Customs Service, and the Bureau
of Alcohol, Tobacco and Firearms contributed to various goals of the
anti-terrorism campaign through intensified intelligence and security
measures and more responsive emergency teams.

Interpol

In fiscal 1974, the U.S. National Central Bureau of the International
Criminal Police Organization processed a total of 3,916 investigative
requirements. Of these cases, 926 were requests for foreign investiga-
tion on behalf of U.S. enforcement agencies. In contact with 86 other
countries, Interpol Washington transmitted 3,292 radio, telex, and
cable messages and received 4,227 messages.

Treasury led the U.S. delegation to the 42d Interpol General Assem-
bly in Vienna, Austria, in September of 1973. The General Assembly
adopted substantive resolutions and proposals concerning Interpol’s
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participation in anti-terrorist activities and curbing drug abuse and
trafficking. _ :

In April 1974, Treasury headed the U.S. delegation to the fourth
American Regional Conference in Panama, which examined the prob-
lems of drug trafficking, counterfeiting, theft of art, weapons traffick-
ing, and financial frauds in the hemisphere.

Illustrating police cooperation through Interpol was a report from
Interpol The Hague advising of the arrest of a British national in-
volved in international narcotics trafficking. The contents of his pocket
diary were furnished to the U.S. Customs Service and resulted in the
indictment of 11 people in the United States on conspiracy charges.

In another case, the San Francisco Police Department requested
Interpol’s assistance in locating a double homicide fugitive. All-points
bulletins to Southeast Asian Interpol bureaus resulted in the location
of the subject in Singapore, where he is presently undergoing proceed-
ings for extradition to the United States.

Financial recordkeeping

The Federal bank supervisory agencies fully implemented Treas-
ury’s Financial Recordkeeping and Reporting Regulations, issued in
1972 as part 103, 31 CFR, which establish certain recordkeeping and
reporting requirements for banks and many other financial institu-
tions. The regulations require the maintenance of records that the
Secretary of the Treasury has found to be highly useful in the investi-
gation of tax, regulatory, and criminal matters. They also provide for
reports of unusual domestic currency transactions, the ownership of a
foreign bank account, and the international transportation of currency
or other monetary instruments. One of the major objectives of the
regulations is to discourage the use of foreign banking facilities to
further illegal activities.

The Assistant Secretary of the Treasury has overall responsibility
for assuring compliance with the regulations and for coordinating the
efforts of the agencies that have been delegated enforcement responsi-
bilities. Those agencies include the Federal bank supervisory agencies,
the Federal Home Loan Bank Board, the National Credit Union
Administration, the Securities and Exchange Commission, the U.S.
Customs Service, and the Internal Revenue Service.

In 1972, the California Bankers Association, the American Civil
Liberties Union, and Mr. Fortney H. Stark, Jr., challenged the con-
stitutionality of the regulations and the underlying law. While the
matter was pending in the courts, Treasury was restrained from requir-
ing banks to file reports of unusual domestic currency transactions.
On April 1, 1974, the U.S. Supreme Court upheld both the law and
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the regulations and, as of June 15, 1974, the reporting requirement
was reinstituted (31 CFR Part 103, Notice).

Transnational financial crimes and frauds

During fiscal 1974, Treasury began a program to disrupt the trans-
national movement and sequestering abroad of assets involved in
organized crime and other criminal activities, including tax evasion,
smuggling, and securities frauds. Discussions were initiated with
governments of countries with important financial centers, where crim-
inal elements maintain funds or utilize banking facilities, to determine
the extent of cooperation and mutual assistance which might be forth-
coming through exchanging information.

Explosives enforcement program

" Bureau of Alcohol, Tobacco and Firearms responsibilities under
the explosives laws led Treasury to establish an interagency committee
to undertake research on seeding, tagging, and detection of explosives.
Several agencies, including the FBI, Law Enforcement Assistance
Administration, Secret Service, Customs, and Federal Aviation Ad-
ministration, participated in and contributed to this project. $600,000
in technical research grants was awarded, with ATF as the proponent
agency. Treasury has included more than $2 million in appropriations
requests to further this project, with the objective of having within
2 years a viable detection capability as a defense against explosive
bombings.

Cargo security program

The Office of Operations continued Treasury’s collaboration with
the Department of Transportation and other departments and agencies
in advancing a cooperative program with the transportation industry
to suppress theft of cargo.

The Customs Service, as the unique agency with Federal officials
physically present at all ports of.entry and border crossings where
international cargo arrives and at terminals where international cargo
is cleared, extended and intensified its cargo security program during
the year. Additional field personnel were given technical training in
security standards and procedures, more detailed surveys of deficient
piers and terminals were made, and additional customs patrol officers
were assigned to ports of entry.

Automated merchandise processing system (AMPS)

Customs AMPS program to automate the examination, classifica-
tion, appraisal, and liquidation of entries of imported merchandise
was brought to the working concept stage in June 1974. Equally
‘important with the computerization aspects of the concept is the iden-



REVIEW OF TREASURY OPERATIONS 31

tification of many forms, procedures and regulations for strea,mlining
prior to computer systems design.

Simultaneously, an early implementation system (EIS), covering
selected segments of AMPS, was installed in Philadelphia and its
preliminary testing was completed by the end of the year. EIS will
provide immediate operating assistance to hard-pressed customs offi-
cials as it is extended to other ports over the next 2 years.

Engraving, and printing

Following contractor and departmental studies of expansion sites,
a decision ‘was reached to build additional plant capacity for the Bu-
reau of Engraving and Printing on the South Portal site in Washing-
ton immediately across 14th Street from the present Bureau building.

A thorough diagnostic study of the Bureau’s operations and manage-
ment was completed by the Arthur D. Little Co.
Mint

A growing shortage of pennies and the rising cost of copper led the
Mint to generate a public campaign for the return of pennies to cir-
culation and to propose legislation permitting the Secretary of the
Treasury to change the penny alloy to a high aluminum content.

Steadily rising requirements for coinage were met by instituting
coinage operations at the West Point Depository and by temporarily
diverting personnel resources at the Philadelphia Mint from clad
strip production to coinage. Interference by railroad activities at the
site for a new mint in downtown Denver led to abandonment of the
urban center plan and selection of a new site on the city’s outskirts.

Designs were selected through a national competition for the coin-
age to commemorate the American Revolution Bicentennial, which
will bear the dates “1776-1976.” The Mint also continued production
of special medals for the Bicentennial.

Tariff Affairs

The Office of Tariff Affairs, established in 1971, provides policy
direction and review of the actions and recommendations of the Cus-
toms Service on administration of the Antidumping Act and the
countervailing duty law. Action under these statutes serves as the
principal method by which the Federal Government protects domestic
industries from unfair trade practices by foreign companies and
governments.* - Additionally, the office has responsibility. for policy
review of other actions under the tariff laws, such as classification,
valuation, marking, and quota regulations.

1 See exhibit 40.
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Treasury, in cooperation with the Customs Service, has increased
efficiency in the handling of antidumping cases to ensure expeditious
administration of the act. During 1968, the average number of days
to complete an investigation was 560, with some cases taking 2 years
or longer. The average completion time during 1974 was reduced to
240 days. Prompt processing of cases is advantageous to both the
domestic industry, which is ensured a speedy defense should there be
an injurious price discrimination, and the importer, our trading part-
ners and their citizens, who are relieved of the burden of uncertainty
during lengthy investigations.

Ten antidumping cases were initiated in fiscal 1974 as compared
with 27 in fiscal 1978. Treasury published findings of dumping in 13
out of 24 final decisions. Nineteen pending cases had been carried over
from 1973 and 3 from 1972.

During the year, Treasury adopted a policy in antidumping cases
which ensures even greater fairness to all parties concerned by holding
hearings with a written record. Also, the office published a compilation
of adjustments and issues in antidumping cases which gives public
notice of technical decisions made in past'cases.

The countervailing duty law is designed to offset the harmful effects
- of a “bounty or grant” paid by foreign governments on exports to the
United States by requiring the Secretary of the Treasury to assess an
additional duty equivalent to the amount of the bounty, if one is
found to exist. After years of inactivity under this law (no actions
between 1959 and 1967), Treasury has countervailed 14 times since
1968. Although there was only one such action in fiscal 1974, the number
of cases under active consideration at the end of the year was greater
than at any previous time.

The Trade Analysis Section continued research on foreign price
discrimination and foreign subsidies, and the impact of such practices
on the U.S. economy, as well as on the U.S. balance of payments.

The Office of Tariff Affairs also undertook the review of classifi-
cation and value cases and country of origin and marking cases, and
made recommendations in cases involving coastwise trade exemptions
covered by the Jones Act. In addition, the office contributed to develop-
ment of the study to adopt the Brussels Tariff Nomenclature for classi-
fication of imported merchandise.

Treasury supplied major inputs for the sections of the Trade Re-
form Act of 1973 concerning antidumping and countervailing duties.

TAX POLICY

Legislation !
During fiscal 1974, the Treasury submitted legislative proposals to
tax the windfall profits of oil producers arising from the energy
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crisis and to introduce changes in the taxation of foreign source oil and
gas income. The Treasury also restated the administration’s tax pro-
posals of April 1973 in the course of working with the House Com-
mittee on Ways and Means in its consideration of other changes in the
tax law, and continued to work closely with the Congress on pension
reform.

Energy—On December 19, 1973, the President announced the ad-
ministration’s recommendation of a windfall profits tax designed to re-
capture the windfall profits that would otherwise be realized by the oil
producers as a result of the oil crisis and the skyrocketing price of
crude oil brought on especially by the Arab oil embargo. As part of a
broad legislative package dealing with the energy crisis, the President
repeated the proposal for enactment of a windfall profits tax in his
message of January 23 to the 93d Congress, and again urged the Con-
gress to enact this tax in his state of the Union message, January 30,
1974.

On February 1, the Treasury formally submitted to the Congress
the Emergency Windfall Profits Tax Act of 1974. In support of this
bill the Secretary, in testimony before the House Ways and Means
Committee on February 4, detailed the proposed tax along with a
group of proposals that the administration had presented to the com-
mittee on April 30, 1973, including an exploratory drilling credit, a
minimum taxable income, and a limitation on artificial accounting
losses.? ' '

The following are the main features of the emergency windfall
profits tax as it was proposed :

(1) The tax is designed to recover excessive windfall profits from
producers of oil, but without interfering with the legitimate profit
expectations which are necessary to meet the country’s demands for
oil and gas and reduce its dependence on foreign supplies. It is also
designed to prevent any tax-generated price increase for consumers
of oil and gas.

(2) The tax is based on graduated rates ranging up to 85 percent
depending on the amount of per barrel price in excess of the base
price. The tax will be large if the oil shortage is severe and price in-
creases large, but modest if the shortage and price increase are mod-
est. When the higher prices increase oil supplies and gradually re-
duce prices and hence the windfall profits, the tax should also
disappear. Accordingly, as the period of extraordinary profits is
expected to be limited in duration, the proposed tax is to expire by
1ts terms 60 months after the date of enactment.

1 See exhibit 44.
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(3) The phaseout of the tax as the windfall disappears makes it
likely that the tax will be absorbed by the producer rather than
passed on to the consumer in higher prices.

In his testimony to the House Committee on Ways and Means on
February 4, 1974, Secretary Shultz also submitted proposed changes
in the taxation of foreign source oil and gas income, in accordance with
the President’s recommendations in his message on the energy crisis of
January 23, 1974. These proposals would have : (1) Limited the amount
of tax paid to foreign governments with respect to oil and gas income
which would be creditable tax to 48 percent of taxable income, deter-
mined under U.S. standards, from foreign oil and gas properties, with
the excess being deductible; (2) provided that where a U.S. taxpayer
has deducted foreign losses against U.S. income, such losses would be
taken into account to reduce the amount of foreign tax credit claimed
by such taxpayer on foreign earnings in later years (a restatement of
the President’s proposal of April 10, 1973) ; and (8) repealed the de-
duction for percentage depletion with respect to oil and gas wells lo-
cated outside of the United States and its possessions.

The House Committee on Ways and Means reported out on May 4,
1974, the proposed Oil and Gas Energy Tax Act of 1974 (H.R. 14462),
which reflects the Treasury proposals but with some substantial
amendments. The major revisions made by the committee are as fol-
lows: (1) To permit the windfall profits tax liability to be reduced by a
“plowback credit” for investments in the exploration and develop-
ment of oil and gas; (2) to phase out percentage depletion on domestic
oil and nonregulated gas in three annual steps which reduce it to zero
in 1977 (except that in certain cases such as stripper wells and produc-
tion of up to 3,000 barrels per day the taxpayer may elect to compute
the depletion at 15 percent until 1979, at which time it is to be reduced
to zero); (3) to limit the foreign taxes on income from oil and gas
extraction which may be used as a credit against U.S. taxes to 110
percent of the U.S. corporate tax rate; (4) to require oil and gas
companies to use the overall limitation on the foreign tax credit with
respect to their oil and gas operations; and (5) to remove from eligi-
bility for DISC (domestic international sales corporation) treatment
oil, gas, coal, or uranium or their primary products.

Tax reform proposals.—In addition, the Treasury has been working
with the House Committee on Ways and Means in developing a bill
which would encompass a number of changes in the taxation of both
domestic and foreign income. In conjunction with these deliberations,
the Treasury restated the administration’s proposals of April 10,
1973, on foreign tax haven manufacturing corporations and the addi-
tional Treasury proposals of April 30, 1973, which included minimum



REVIEW OF TREASURY OPERATIONS 35

taxable income, a limitation on ariificial accounting losses, property
tax relief for the elderly, and proposals to simplify the tax law.! The
committee has not yet made final decisions on these matters but is con-
sidering changes in a number of provisions, including some of those
covered by the administration’s proposals plus changes in capital
gains taxation and in'a number of provisions affecting foreign source
Income.

Changes under consideration with respect to foreign source income
include the method of computing the foreign tax credit limitation, the
Western Hemisphere Trade Corporation provisions, the foreign
earned income exclusion, the minimum distribution rules under sub-
part F, and the tax treatment of foreign trusts. The committee is also
considering elimination of the U.S. withholding tax on dividends and
interest on foreign portfolio investments in the United States.

On June 5, 1974, Secretary Simon appeared before the Senate Fi-
nance Committee to present the Treasury Department objections to a
series of proposed amendments to the bill to increase the Federal debt
ceiling.? The amendments would have repealed or cut back several busi-
ness tax measures such as percentage depletion, the expensing of intan-
gible drilling costs, the DISC provisions, the ADR system guidelines,
and the investment credit and would have used the revenue gain to
decrease individuals’ tax liabilities. Secretary Simon urged that busi-
ness taxes not be increased at a time when the economy needs increased
Investment. :

Pension reform.—The Treasury continued to work closely with
Congress throughout the year on measures to implement the Presi-
dent’s April 11, 1973, proposals for strengthening the private pension
system.3 :

H.R. 2, the pension reform bill, passed the House on February 28,
1974. It passed the Senate on March 4, 1974, and was sent to conference
on that same day. The legislation incorporates in revised form the
major proposals of the administration, including new standards for
participation, vesting, and funding ; a new deduction for contributions
to individual retirement accounts; portability through rollover con-
tributions to plans for self-employed individuals; new fiduciary stand-
ards; and new reporting and disclosure requirements. It also estab-
lishes a Government system of insuring against loss of benefits upon
termination of pension plans; establishes limits on contributions and
benefits under qualified retirement plans; establishes a declaratory
judgment procedure in the Tax Court relating to qualification of re-

1 Published in 1973 Annual Report, pp. 366-80.
2 See exhibit 47.
3 See exhibit 43. (
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tirement plans; and provides for a new Assistant Commissioner of In-
ternal Revenue for Employee Plans and Exempt Organizations.

Social security and railroad retirement.—Public Law 93-233, ap-
proved by the President on December 31, 1973, increased the taxable
earnings base for social security and self-employment tax to $13,200
for 1974. This supersedes the increase in taxable earnings base to
$12,600 in 1974 provided for in Public Law 93-66 (extending the Re-
negotiation Act of 1951) ; however, the increase in benefits and the
liberalization of the retirement earnings hmltatlon also provided by
this act were not changed.

A cost-of-living adjustment effective in June 1974 provided a 5.6-
percent increase in benefits. The annual retirement earnings limitation
was increased from $2,100 to $2,400, effective January 1974 ; for earn-
ings in excess of the limit, benefits are reduced by $1 for every $2 of
earnings.

Public Law 93-69, approved by the President on July 10, 1973,
changed the railroad retirement tax rates.

Other legislative developments—H.R.-8214, which resolves certain
income tax problems of prisoners of war and the families of those
missing in action, particularly with respect to the combat pay ex-
clusion, passed the House on August 3, 1973. It was reported out by
the Senate Finance Committee on November 27, 1973, essentially as
passed by the House but with a series of amendments; the bill was
recommitted to that committee on January 24, 1974.

Public Law 93-310, approved on June 8, 1974, clarifies the e\:emptlon
of cooperative arrangements formed by educational organizations
for the collective investment of their funds.

H.R. 13870, relating to national health insurance and providing
taxing levels to support such insurance, was introduced in the House
and referred to the Committee on Ways and Means on April 2, 1974.

The Environmental Protection Tax Act of 1973, originally pro-
posed by the Treasury in 1971, was reintroduced in this Congress as
H.R. 5584. No action has yet been taken on this bill.

Administration, interpretation, and clarification of tax laws

The Department of the Treasury, during fiscal 1974, issued 35
final regulations, 3 temporary regulations, and 16 notices of proposed
rule making relating to matters other than alcohol, tobacco, and fire-
arms taxes. In addition, there were seven final regulations and three
notices of proposed rule making relating to alcohol, tobacco, and
firearms taxes. Among the subjects dealt with in these regulations and
proposed regulations were stock dividends, full absorption inventory
valuation, the interest equalization tax, depreciation of public utility
property, disclosure of tax return information by tax return pre-
parers, tax liens, the Presidential election campaign financing check-
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off, foreign tax credit limitations, taxation of nonresident aliens, and
capital loss carryovers. Also during the year a public hearing was
held on the proposed regulations issued in June 1978 concerning the
allocation and apportionment of deductions to gross income from
sources within and without the United States.

DISC report )

Pursuant to the Revenue Act of 1971, the Treasury submitted to
the Congress a report on the operation and effect of the DISC
legislation. The report, which is to be made annually, covered 1972.

Tax treaties

Two new income tax treaties were signed during the fiscal year. A
treaty with Romania was signed on December 4, 1973, and one with
Cyprus was signed on April 19, 1974. Both treaties are awaiting
Senate approval. Negotiations of an income tax treaty with Poland
were completed at the technical level and it is hoped that the treaty
will be signed during 1974. A proposed treaty with Indonesia is
also nearly ready for signature. Discussions with Jamaica and the
Republic of China were continued during the year, and similar nego-
tiations were held with Zambia. Preliminary discussions of an income
tax treaty were also held with Yugoslavia.

An estate tax treaty with Luxembourg is almost ready for signature,
and a new estate tax treaty with France, to replace the 1949 treaty,
has been completed at the technical level and is being translated prior
to signature.

Participation in international o;ganizations

Treasury representatives participated in the work of the Com-
mittee on Fiscal A ffairs of the Organization for Economic Cooperation
and Development (OECD). Ttreasury representatives were members
of a number of working parties of the Committee. '

A Treasury representative attended the annual general assembly of
the Inter-American Center of Tax Administrators (CIAT).

Treasury representatives also participated in a meeting of the
United Nations Group of Experts on Tax Treaties between Developed
and Developlng Countnes, which continues to work on designing ap-
propriate provisions for treaties between developed and developing
countries.

INTERNATIONAL AFFAIRS

International Monetary and Investment Affairs

Foreign exchange developments and operations _
The first full year of a generalized floating exchange rate regime
was experienced in fiscal 1974. International trade continued to expand
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at a rapid pace in real as well as money terms. The shock to the
financial system of the greatly increased prices of petroleum and the
oil embargoes against some countries did not result in any closures of
exchange markets, although it did contribute to wider movements in
exchange rates.

The dollar reached its lowest level in the exchanges in the early days
of July 1973 at the beginning of the fiscal year. For the first months
of the generalized floating regime, which began in March 1973, rates
held a fairly narrow range, close to the positions that had been agreed
on, or were implicit in the 10-percent devaluation of the dollar an-
nounced in February 1973.2 In mid-May the dollar began to depreciate,
mainly against those Continental European currencies that remained
in the joint float (“snake”) or were closely allied to it, such as the
Swiss franc and the Austrian schilling. The degree of depreciation
accelerated sharply through June and until July 9, when a reversal
began to take place.

The communique issued in March 1973 after a meeting of the Group
of Ten and the EEC had taken note of the fact that official intervention
in the exchange markets might be useful at appropriate times to facili-
tate the maintenance of orderly conditions, and it was envisaged that
some of the preexisting “swap” facilities would be enlarged to facilitate
such operations. Negotiations for the enlargement and the use of swap
lines were concluded at Basel on July 8 during the monthly meeting
of the central banking group and a statement was made to that effect.
The announcement was followed by a Treasury and Federal Reserve
decision that drawings should be made on the Federal Reserve swap
lines. Sales of deutsche marks, French francs, and Belgian francs
totaling the equivalent of $273 million were made during July 1973.
.The Bundesbank also purchased dollars in the market in a companion
operation. The July intervention by the United States was fully
reversed by market purchases of currencies in August.

The unexpected revaluation of the Netherlands guilder on Septem-
ber 15 cansed speculative demand for the deutsche mark which was
also expected to revalue. Sales of $157 million in DM drawn under
swap lines by the Federal Reserve along with intervention by the
Bundesbank effectively stemmed this mild speculation. Strengthening
of the dollar in late October, triggered by figures showing an unex-
pectedly large U.S. trade surplus in September, allowed +h Federal
Reserve to repay its remaining DM swap debt.

The effects of the two dollar devaluations as well as the very sharp
increase in agricultural exports had begun to show themselves in the

U.S. trade position by the late summer of 1973 and a surplus of $600

1The devaluation became effective formally followlng actfon by the Congress op
Sept. 21, 1973 (Public Law 93~110). See exhibits 36 and 54.
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million was recorded for the third calendar quarter. The trade surplus
increased to well over $1 billion in the fourth quarter of 1973.

In addition to the improving trade balance, the dollar, after an
initial decline due to the Middle East war, was temporarily buoyed
by the belief that the United States would be injured less than others
by the oil embargo and petroleum price increases. While it is true
that the United States relies less in percentage terms on imported
petroleum, in absolute terms it is the world’s largest importer. As the
problem became more one of price than supply, this source of strength
for the dollar tended to reverse itself. On the other hand, it became
obvious that the rise in the price of oil, and the fact that most of the
payments for oil are made in dollars, would substantially increase the
demand for dollars. Some of the major foreign countries attempted to
meet this increased demand through borrowings in the Eurocapital
market as well as in the United States.

After the lifting of controls on capital outflows from the United
States in January 1974, U.S. banks sharply expanded their loans to
foreigners. Some of these loans went directly to oil-importing coun-
tries, and some to intermediaries in the Eurocapital market. The
major part of these dollar funds paid to cil-exporting countries was
invested in dollar assets. T'o some extent these investments were made
directly in the United States, to some extent they took the form of
loans to other countries and international agencies; but the larger part
presumably was deposited in accounts in banks operating in the Euro-
currency market.

In mid-January 1974 the dollar reached its highest point since the
devaluation of the dollar in February 1973. However, the dollar began
to decline as the energy problem threatened to provoke a more pro-
nounced deterioration in the U.S. trade balance than had been origin-
ally expected, while Germany continued to show an exceptionally large
trade surplus. Indeed the U.S. surplus began declining in February
and had shifted to a substantial deficit by May. Short-term interest
rates also had declined in the first 2 months of 1974.

Under these conditions, the Federal Reserve renewed its interven-
tion in late February to prevent the decline in the dollar from generat-
ing speculative pressures and disorderly trading. During February,
March, and April, the Federal Reserve sold some $428 million in for-
eign currencies—mainly DM financed by swap drawings.

The decline in the dollar stopped in mid-May and was subsequently
reversed as interest rates in the United States had risen, and an im-
provement in the U.S. trade position occurred in April. In this sit-
uation the Federal Reserve was able to purchase $182 million worth of
DM for swap repayment.



40 1974 REPORT OF THE SECRETARY OF THE TREASURY

Exchange markets were also influenced by the difficulties of a few
individual banks in several countries, resulting primarily from foreign
exchange losses. The closure of the Herstatt Bank by German author-
ities in June 1974 was particularly unsettling to the market since some
settlements between banks had not been completed, and other banks
were not totally reimbursed for deliveries they had themselves made
on the-day of the closure. This development hindered exchange trading
at the end of the fiscal year. To the extent that these difficulties demon-
strated the risks in speculation, they may have had some longer range
effects. : :

The trade-weighted average depreciation or the dollar, while less
volatile by its nature than the rate of the dollar in terms of certain
individual currencies, moved within a range of nearly 10 percent dur-
ing the year. However, during the last quarter of the fiscal year the
dollar fluctuated more narrowly, within about 2 percent of the level
prevailing immediately after the February 1973 realignment.

In the private gold market, the price fell from about $125 per ounce
in early July 1973 to about $90 in November. Thereafter, following the
oil embargo, it rose rapidly, and reached nearly $180 per ounce at the
end of March 1974. From April to June the movement was downward
to $145 per ounce by the end of June 1974.

International monetary reform

The major economic and financial developments of 197374 repre-
sented an abrupt change in the framework surrounding the negotia-
tions on reform of the international monetary system. About midway
during the period under review, the focus of the negotiations shifted to
measures of immediate relevance to the current situation, with less
emphasis on early agreement on comprehensive, long-term reforms;
and primary attention was given the urgent need, in light of major
balance of payments disruptions arising from increases in the price of
oil, for countries to avoid recourse to competitive or restrictive actions
that would simply shift their balance of payments problems to other
countries in equally difficult situations.

At the end of the fiscal year, the Committee of Twenty, established
in 1972 to conduct the reform negotiations, agreed on a program of
immediate steps and transmitted to the Board of Gtovernors of the
International Monetary Fund a report on their deliberations. This re-
port included an outline of longer term reforms that described the out-
come of the Committee’s discussions on reform and indicated the gen-
eral direction in which the Committee believed the system could evolve
in the future. This section briefly describes the course of the negotia-
tions during the year, the agreed program of immediate action, and the
general principles underlying the longer term reform outline.
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During the early months of the period under review, the Committee
of Twenty made further substantial progress in defining the general
shape of a reformed international monetary system. While a number
of important issues remained to be agreed, the Committee decided to
publish a “First Outline of Reform’ on the occasion of the annual meet-
ing of the International Monetary Fund in Nairobi, Kenya, in Septem-
ber 1973, presenting the issues on which general agreement had been
reached -and . describing those which required further consideration
and negotlatlon ‘

In view of the progress made by the time of the Nairobi meeting, the
Committee announced a target date of July 31, 1974, for completion
of the negotiations, with a view to full agreement on a comprehen-
sive reform package by that date and needed action by IMF Gover-
nors by the time of the next annual meeting of the Fund, scheduled
for the fall of 1974. To facilitate agreement within this period, tech-
nical groups were established under the guidance of the C-20 Deputies
to examine the details and technical aspects of alternative arrange-
ments relating to four key issues in the negotiations: Adjustment, in-
tervention and settlement, global liquidity and consolidation, and the
transfer of resources to developing countries.

After the Nairobi meeting, the international economy was hit by the
oil embargo and the quadrupling of the price of oil. These major de-
velopments raised the prospect of large and abrupt shifts in the world
balance of payments structure and posed critical uncertainties for in-
dividual countries about the future prospects for their own balance
of payments positions. Meeting in Rome in January 1974, the Com-
mittee of Twenty reviewed the large increase in the price of oil and the
implications for the world economy. The Committee recognized that
the current account surpluses of the oil-producing countries would
be very greatly increased and that many other countries would have
to face large current account deficits. The Committee agreed that coun-
tries in managing their international payments must not adopt poli-
cies that would merely aggravate the problems of other countries, and
stressed the importance of avoiding competitive depreciation and the
escalation of restrictions on trade and payments.

With respect to the reform negotiations, the Committee agreed that
in light of these developments in the world economy, priority should be
given to certain important aspects of reform, with a view to early im-
plementation, while other aspects could be agreed on the understand-
ing that their operational provisions would be developed and imple-
mented at a later stage. The Committee undertook to complete its work,
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following meetings of the Committee’s Deputies in March and May, at
a meeting in Washington on June 12-13, 1974.

In accordance with this work program, the Committee, on June 13,
announced a program of immediate action 2 and submitted to the IMF
Board of Governors a report on the negotiations transmitting an Qut-
line of Reform and several Annexes discussing technical features of
certain issues remaining unresolved in the Outline.® This set of docu-
ments both established a basic framework for the future evolution of
the monetary system and implemented a series of measures as a first
stage of that evolution. The immediate action program is described
below. ;

Interim Committee of the IMF Board of Governors.—The Commit-
tee of Twenty had agreed in Rome that there should be established,
between the full Board of Governors and the Executive Directors, a
permanent and representative Council of Governors of the IMF which
would have the necessary decisionmaking powers to supervise the man-
agement and adaptation of the monetary system, to oversee the con-
tinuing operation of the adjustment process, and to deal with sudden
disturbances which might threaten the system. Pending establishment
of this Council, which will require amendment of the IMF Articles of
Agreement, the Committee of Twenty recommended the creation of an
Interim Committee which would have advisory powers in the same
areas of responsibility as is envisaged for the new Council. Pursuant
to a recommendation of the Committee of Twenty in June, the IMF
Executive Directors approved a draft resolution to establish the Com-
mittee, which is expected to be approved by the full Board of Gover-
nors at its annual meeting beginning in September 1974.* It is antici-
pated that the new Committee will hold its first meeting during the
week of the International Monetary Fund annual meetings.

The United States strongly supported the proposals to establish
the Council and the Interim Committee. The new body will meet regu-
larly three or four times a year as required and will be composed of
Ministers, Governors, or others of comparable rank. Thus it will pro-
vide a continuing forum, under the auspices of the Fund, for senior
policy officials to discuss and decide critical issues in the operations and
evolution of the monetary system. To provide maximum effectiveness,
while remaining broadly representative, participation in the Commit-
tee by the Fund members will be through representatives of the coun-
try groupings which make up the IMF Executive Board. The availabil-
ity of such a forum is particularly welcome in view of the less than
comprehensive nature of the agreed reforms and the need for a high

2 See exniblt 70

8 See exhibit 71.
4 See exhibit 72.
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level of international cooperation in dealing with the exceptional
problems of the current situation.

E'stablishment of a development committee—In response to an ini-
tiative on the part of the developing countries, the Committee of
Twenty recommended the establishment of a committee to carry for-
ward study of the broad question of the transfer of real resources to
developing countries. It also recommended, at the suggestion of the
United States, that this committee give urgent attention to the prob-
lems of the developing countries most seriously affected by exceptional
balance of payments difficulties in the current situation. From the
outset, the United States viewed and supported the proposal for a
development committee as a means of providing a needed focal point
for prompt and effective consideration of issues in the development
area of interest to both developed and developing countries.

‘While discussions on the organization and procedures of the devel-
opment committee had not advanced as far as in the cases of the In-
terim Committee and IMF Governors Council, it was anticipated that
the development committee would be established at the time of the
IMF/IBRD annual meetings in September/QOctober 1974, with a broad
mandate to undertake, on a continuing basis, consideration of develop-
ment issues by senior governmental officials.

Adjustment procedures—The Fund, in particular the new Interim
Committee, will begin to implement improved procedures for surveil-
lance and consultation of the adjustment process, on the lines of the
procedures set out in paragraphs 5-10 of the Outline of Reform. The
Fund will begin some experimental use of objective indicators, includ-
ing reserve indicators, in the assessment of adjustment need but will
not for the time being use such indicators to establish the application
of pressures for adjustment as had been proposed originally by the

_ United States in the context of its comprehensive proposals for reform.
The procedures to be implemented by the Fund are aimed at provid-
ing a means of ensuring that adjustment responsibilities are fairly
distributed and carried out effectively.

Guidelines for floating exchange rates—The Committee of Twenty
approved and recommended IMF adoption of guidelines for floating
exchange rates. The development of such guidelines was proposed by
the United States as a subject requiring urgent attention in the present
period of widespread floating and was recognized by the Committee of
Twenty in Rome as an aspect of reform deserving its priority attention.

The guidelines approved by the Committee provide a code of be-
havior designed to help insure the mutual consistency of countries’
exchange rate policies and to provide a basis for dialogue between
member countries and the Fund with a view to avoiding disruptive
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market conditions during a period of widespread floating and to pro-
viding a benchmark against which to measure the appropriateness of
governmental policies affecting the exchange markets.*

Establishment of an “oil facility” in the Fund.*—The IMF Manag-
ing Director proposed in Rome that work be undertaken to establish a
temporary facility in the IMF to help meet countries’ balance of pay-
ments financing needs arising from the abrupt increase in oil prices.
As approved by the Committee in June, the new facility is designed
basically as a “safety net” to provide supplemental financing for those
countries that can afford its near-commercial terms but cannot acquire
in adequate amounts needed financing from other sources. The facility
will rely on borrowings from member countries in relatively strong
balance of payments positions—presumably largely from the oil-
producing countries. At the close of the fiscal year, several countries
had made preliminary commitments to lend a total in excess of $3
billion to the facility. The Fund will relend these borrowed funds to
member countries, with access to the facility determined in relation to
the increase in their oil import costs and to their reserve holdings,
subject to an overall limit based on IMF quotas. The interest rate on
loans by the facility (based on the rate on loans to the facility already
arranged) will be 674-714 percent, with repayments made in 16 equal
quarterly installments during the fourth through seventh years after
loans are made. These terms are based on the cost and maturity of the
funds being made available to the facility and thus cannot adequately
meet the needs of the developing countries most seriously affected by
the oil price increases, which require highly concessionary or grant
financing to meet their increased oil deficits. The facility can, however,
provide a useful source of supplementary financing and reduce poten-
tial strains in private capital markets.

Trade declaration.——In line with the Committee of Twenty’s con-
cerns expressed at its Rome meeting about the need for countries to
avoid resort to restrictive measures in the current situation, the Com-
mittee invited IMF members to subscribe for a period of 2 years to a
voluntary declaration on trade or current account restrictions. In sub-
scribing to the declaration, a country pledges that it will not on its own
discretionary authority introduce or intensify trade or other current
account measures for balance of payments purposes that are subject
to the jurisdiction of the GATT, or recommend them to its legislature,
without a finding by the Fund that there is balance of payments
justification for trade or other current account measures.

The declaration is to become effective among subscribing members
when TMF members representing 65 percent of the total voting power

1 See exhibit 75.
2 See exhibit 73.
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in the IMF have accepted it. The declaration can help create the
needed restraint to an escalation of restrictions which would under-
mine the successful reduction in trade barriers that has been a hall-
mark of the postwar international economic system and has contrib-
uted significantly to higher living standards for all nations.

Interim valuation and interest on the special drowing right.’—The
Committee of Twenty recommended that, in order to improve the
usefulness of the special drawing right (SDR) during the current
situation of widespread floating of exchange rates, it should be valued
in terms of a “basket” of currencies for an interim period. This new
technique was adopted by the IMF on July 1, 1974, and provides, in
effect, that the value of the SDR will fluctuate in terms of any indi-
vidual currency in response to fluctuations of market exchange rates
among the currencies in the basket. The United States supported
adoption of the new interim technique as desirable and equitable in
the present period of widespread floating. However, it was generally
agreed that adoption of this interim technique of valuation should not
prejudice future decisions on SDR valuation for the longer term. The
question is to be reviewed at the end of 2 years.

At the same time, the Fund decided to raise the interest rate on the
SDR (and on remuneration paid by the IMF to creditors) in recog-
nition of the major increase in market interest rates that had occurred
since the rate was originally set at 114 percent, and to make the SDR
interest rate more responsive to changes in market interest rates in the
future. As of July 1, 1974, the SDR interest rate was set at 5 percent
per annum. After an initial period of 6 months, the SDR interest rate
will be adjusted periodically in relation to a weighted average of short-
term interest rates in the United States, the United Kingdom, Ger-
many, France, and Japan, according to the following schedule. If the
weighted average market interest rate is below 9 percent, the SDR
interest rate will be reduced below 5 percent by three-fifths of the
difference between 9 percent and the weighted average. If the weighted
average market interest rate is above 11 percent, the SDR interest
rate will be increased above 5 percent by three-fifths of the difference
between the weighted average and 11 percent. If the weighted average
market interest rate remains in the range of 9 to 11 percent, the interest
rate of the SDR will remain at 5 percent. The IMF Executive Direc-
tors can decide on different interest rates for the SDR from those pro-
vided by this formula, by a three-fourths majority vote.

An extended Fund facility—The Committee of Twenty recom-
mended that the Executive Directors proceed to an early formulation
and adoption of an extended facility in the Fund, under which devel-

1 See exhibit 74.
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oping countries would be eligible for somewhat greater access to the
Fund and could receive longer term balance of payments financing
than is available under the Fund’s regular lending policies. This fa-
cility would be designed to provide needed support for major programs
of reform of economic structure which could give rise to per-
sistent balance of payments difficulties; and would help to give coun-
tries needed assurance that balance of payments support would be
available in connection with such programs. It was expected that the
Fund would decide to implement such a facility shortly after the
close of the fiscal year.

Amendments to the IMF Articles of Agreement.—The Committee
" also requested the IMF Executive Directors to prepare a number of
draft amendments of the Articles of Agreement for further examina-
tion by the Interim Committee, and for possible recommendation at
an appropriate time to the Board of Governors. In particular, draft
amendments were. requested on the following proposals:

(a) To establish the Council;

(b) To enable the Fund to legalize the position of countries with
floating rates during the interim period;

(¢) To give permanent force to the voluntary pledge concerning
trade or other current account measures for balance of payments
purposes;

(d) To authorize the Fund to establish, as and when agreed, a
“substitution account” to facilitate any future consolidation or
change in composition in the monetary system’s reserve assets;

(e) To amend the present provisions concerning gold; ,

(f) In parallel with a reconsideration of the basic principle of a
link between development assistance and SDR allocation, to au-
thorize the Fund to implement any such link if there should be any
agreement in the future to establish such a link; and

(g) To introduce improvements in the general account and in the
characteristics of and rules governing the use of the SDR, as Well as
any other consequential amendments.

It is envisaged that such draft amendments, if agreed, would be
presented for the approval of the Board of Governors at the latest by
the date fixed for completion of the current general review of Fund
quotas—February 1975.

The Committee also requested the Fund to begin to implement im-
proved procedures for the management of global liquidity. Among
the procedures recommended was one under which the Fund would
periodically review the aggregate volume of official currency holdings
in accordance with paragraph 19 of the Outline of Reform and, if
they were judged to show an excessive increase, would consider with
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the countries concerned what steps might be taken to secure an orderly
reduction. In addition, the Committee recommended further study
in the Fund of arrangements for gold in the light of the agreed ob-
jectives of reform.

~ In related developments, the two-tier gold arrangements estab-
lished by the Washington agreement of March 1968 were abolished
in November 1973, thus permitting the signatories to sell monetary
gold in the private market, if they wished to do so. Also, the Ministers
of the Group of Ten, meeting just prior to the Committee of Twenty
meeting in June, agreed in principle that gold could be used as col-
lateral for international borrowings.

The immediate action program outlined above was agreed against
a basic framework of principles of long-term monetary reform. The
longer term Qutline of Reform envisages a more effective, symmetri-
cal, and smoothly operating adjustment process than existed in the
past. The Fund would play a larger role, based in part on agreed re-
serve indicators, in the surveillance and assessment of need for bal-
ance of payments adjustment and in the application of international
pressures for adjustment. The Fund would be strengthened to fulfill
this enhanced role by the creation of a small decisionmaking commit-
tee of senior government officials—the Council. The system would
contain strong presumptions against the use of restrictions or con-
trols on international transactions designed to maintain inappropriate
exchange rates or, more generally, to avoid appropriate adjustment
action.

The exchange rate regime would be more flexible than under the
Bretton Woods system. While providing for par values and sym-
metrical convertibility obligations as the “center of gravity” of the
system, provision would be made for wider margins about established
par values or central rates, and for the floating of currencies in con-
formance with agreed guidelines. The Fund would exercise closer
review of global liquidity in the framework of reformed arrange-
ments for adjustment and convertibility, with the objectives that the
SDR ‘would become the central reserve asset of the system and that
the role of gold and reserve currencies would be reduced. The system
would be designed to provide the environment needed to stimulate the
flow of real resources to developing countries, and would contain
forums appropriate for consideration of the broad complex of issues
in the development area.

The United States considers that these basic principles of reform
provide an appropriate framework for the future cooperative evolu-
tion of the system. The immediate steps agreed by the Committee of
Twenty are fully consistent with that framework and, in effect, con-

553-554 O - 74 - 6
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stitute the essential first step in the evolutlonary process of monetary
reform.

International investment and capital flows

Fiscal 1974 was an active one in the international investment area.
There were a number of decisions and events that had a major impact
on world capital markets and the flow of funds within these markets.
The administration’s move to eliminate its program of capital con-
trols and the impact of increased oil prices and earnings of oil-pro-
ducing countries on international financial markets were two of the
many significant developments that affected the magnitude and nature
of international capital flows.

Removal of the U.S. program of capital controls.—The most im-
portant U.S. policy move during fiscal 1974 regarding capital flows
was to reduce and subsequently to terminate the U.S. capital outflow
restraint programs. These consisted of the interest equalization tax
administered by the Department of the Treasury, the foreign direct
investment program administered by the Department of Commerce,
and the voluntary foreign credit restraint guidelines of the Federal
Reserve Board setting foreign lending and investment ceilings for
banks and other financial institutions.

In February 1973, Secretary Shultz had announced that the United
States intended to phase out the capital control programs and to ter-
minate these measures at the latest by December 31, 1974. The first
step in phasing out the capital restraint programs was taken Novem-
ber 27, 1973, when the Commerce Department announced that “the
foreign direct investment regulations were being relaxed to ease year-
end compliance problems.”* Soon thereafter, on December 26, 1973,
the Treasury announced, in coordination with the Commerce Depart-
ment and Federal Reserve Board, a substantial liberalization of the
IET, FDIP, and VFCR controls effective as of the first of the new
year.?

As a consequence of further improvements in the U.S. balance of
payments position, the stronger position of the dollar in exchange
markets, and the desirability of avoiding official restrictions on capital
flows in light of the changed circumstances in the balance of payments
of many countries resulting from the higher oil prices, the U.S. pro-
grams of capital controls were effectively terminated as of January 29,
1974.% Certain reporting requirements were, however, retained for the
time being to assist in monitoring balance of payments flows.

1 The foreign direct investment program was amended as follows: (1) The minimum
worldwide allowable investment avallable to small investors was raised from $6 million
to $10 milllon;: (2) the amount that could be reinvested from earnings of foreign
affillates was increased from 40 percent to 60 percent of the greater of 1972 or 1973
foreign afiliate earnings.

2 See exhibit 56.

3 See exhibit 59.



REVIEW OF TREASURY OPERATIONS 49

Former Secretary Shultz, in recently commenting on his many ac-
complishments as Secretary of the Treasury, said that he received
more satisfaction from the dismantling of the capital control programs
than from any other single official action. The elimination of these
controls reaffirmed the administration’s support for integration and
greater efficiency in the world capital markets.

Ending of the interest equalization tax.~—The interest equalization
tax (IET) was the element of the capital control programs specifi-
cally administered by the Treasury Department. The IET was insti-
tuted by law effective July 1963, for an initial period of 2 years, to
help restrain the outflow of capital from the United States into port-
folio investments abroad. This statute gave the President authority to
set the rate of the IET between zero and the equivalent of 115 percent
per annum. (This implied a ceiling rate on equity purchases of 2215
percent.) The law was subsequently extended on several occasions and
adjustments in the rate of the tax were made by Executive order. The
last extension of the IET legislation was in April 1973 when the
Inferest Equalization Extension Act of 1973 renewed the IET au-
thority until June 80, 1974. The act required the Secretary of the
Treasury to study the effect on international monetary stability of the
IET exemption on new issues of Canadian stock or debt obllgatlons
and to submit a report to Congress, no later than September 30, 1973.
This was done by a letter of September 28,1973, from Acting Secretary
Simon to the Congress.!

Executive Order 11754, signed by the President on December 26,
1978, reduced the rate of the IET effective January 1, 1974, from
11.25 percent to 3.75 percent on the purchase of fOreign stocks by
U.S. citizens, and ‘from a rate of approximately 0.75 percent per
annum to a rate of approximately 0.25 percent per annum on the
purchase of foreign debt obligations. Pursuant to Executive Order
11766, dated January 29, 1974, the effective rate of the IET was
reduced to zero as of that date. The IET legislation continued in force
until it expired on June 30, 1974.

Linkages between the U.S. and international capitol and seourities
markets.—The termination of the U.S. capital control programs was
welcomed as a contribution to the liberalization of capital flows at a
time when the balances of payments of many countries were in
danger of sharp deterioration because of the higher cost of imported
oil. This U.S. action and the easing of capital controls in several
other countries in early 1974 have facilitated the movement of capital
to the points of pressure in the international financial system.

There is no convincing evidence that the termination of the capital
outflow restraint programs may have contributed to an increase in

1 See exhibit 51.
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average U.S. domestic interest rates. For the United States, which has
a foreign sector that is relatively small compared with the domestic
economy, the effect of balance of payments flows on the aggregate
demand and supply of funds tends not to be large.

The Eurocurrency market continued to grow at a rapid pace. Ac-
cording to estimates in the 1974 annual report of the Bank for Interna-
tional Settlements, the net size of the Eurocurrency market (including
principal centers outside of Europe) grew from about $105 billion at
the end of 1972 to some $155 billion at the end of 1973 and to roughly
$170 billion on March 31, 1974.

In view of the newly increased integration between the U.S. and
the international capital markets, particularly the Eurodollar market,
there is renewed official interest in rev1ew1ng the effectiveness of the
U.S. financial markets. Several major issues related to the efficiency
of the international competitive position of U.S. capital markets are
currently being discussed. These include the following:

(a) Interest ceilings (Regulation Q) tend to reduce the ability
of U.S. financial institutions to compete with Eurodollar and other
foreign banks for funds. The elimination, in 1973, of the ceiling
on U.S. time deposits of $100,000, or more, importantly reduced this
regulatory difference. The administration’s legislative proposals to
the Congress made on August 3, 1973, for “Recommendations for
Change in the U.S. Financial System,’ anticipates the gradual
elimination of all interest rate ceilings. Such a measure would make
U.S. institutions more competitive in the international money
markets.! :

(b) Another issue currently receiving attention is that of foreign
bank activity in the United States. Foreign banks operating in
the United States have some advantages over domestic banks, for
example, because they can participate in interstate branching and
engage in nonbanking activities prohibited to U.S. banks. Bills
have been introduced in the Congress to restrict the operation of
foreign banks. The administration is reviewing the various policy
issues involved, in a spirit which includes concern for the public
interest in promoting competition and good service in the banking
system and: for upholding the general principle of nondiscrimina-
tion as between foreign-owned and domestically owned banks op-
erating in the United States (national treatment).

(¢) The question of foreign participation in the U.S. securities
industry and access to U.S. stock exchanges is being examined. An
important problem in this context results from the institutional

11t may be noted that additional regulatorv differences between the U.S. and the
Eurocurrency markets consist of U.S. reserve requirements on deposits (Regulation D) and
of reserve requirements related to transactions between U.S. banks and banks based abroad
(Regulation M).
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linkage which frequently exists abroad between banking and securi-

ties operations, which contrasts with our practice under the Glass-

Steagall Act of segregating commercial banking from brokerage

and investment banking activities.! The Securities and Exchange

Commission has asked for comments from the public on these issues

and is now in the process of reviewing the responses.

International direct investment issues.—The United States continues
to participate actively in the studies of international investment and
multinational corporations being conducted by the Organization for
Economic Cooperation and Development (OECD) as a complement
to the monetary and trade negotiations. The OECD has focused its
efforts on three main areas: (1) National treatment for foreign inves-
tors; (2) government policies regarding the use of investment incen-
tives and disincentives; and (3) issues pertaining to multinational
corporations. The concept of national treatment affirms that foreign in-
vestors and domestic investors should be accorded equal treatment.
The current effort is designed to supplement the OECD’s Code for the
Liberalization of Capital Movements by developing possible guide-
lines and consultation procedures dealing with the treatment of al-
ready established foreign-owned enterprises.

The OECD is also considering problems caused by governmental in-
vestment policies which seriously distort international trade and
investment patterns. Work is proceeding designed to define some prin-
ciples and establish consultation procedures for discussion and resolu-
tion of differences among OECD members that may arise from
conflicts in national investment policies.

A related set of studies has been requested by the OECD Council on
a number of aspects relating to the operations of multinational cor-
porations. These studies have the aim of identifying the extent to
which there are real issues peculiar to multinational corporations and
distinguishable from issues related to international investment as a
whole, and to outline possible approaches to handling any such issues.
The work program which has been delegated to various OECD com-
mittees and working groups called for the submission of initial reports
by July 31,1974.

The OECD Ministers at their May 1974 meeting welcomed the in-
tensification of the work on the issues related to international invest-
ment and multinational corporations.

Foreign investment in the United States—Net new inflows of capi-
tal for foreign direct investment in the United States were $2.5 billion
in 1973, compared with $0.4 billion in 1972, and an average $0.2 billion

1 As a contribution to _the review of these issues, among others, the Department of the
Treasury sponsored a February 7, 1974, study by Professor James H. Lorle of the

University of Chicago, titled “Public Policy for American Capital Markets.” See
exhibit 28.
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per year during the 1960’s. Inflows.of capital for portfolio investment
in the United States (other than Treasury issues) -amounted to $4.5
billion in 1972 and $4.1 billion in'1973. The average for the preceding
5 years (1967-71) was $2.6 billion annually. This recent increase in
foreign investment activity in the United States has stimulated con-
gressional and public interest in the nature and extent of foreign direct
and portfolio investments in the United States. The Senate and House
have introduced legislation that would authorize the Secretaries of
Treasury and Commerce to conduct studies of foreign direct and port-
folio investment in the United States.

The Treasury has testified in support of these studies.* The last par-
tial benchmark survey on foreign portfolio investment in the United
States was conducted in 1949, and the last complete benchmark census
on foreign portfolio investment in the United States was taken in 1941.
The administration has long been aware of the data inadequacies on
foreign investment in the United States, and as a consequence both the
Treasury and Commerce Departments are planning benchmark sur-
veys. The Treasury Department will conduct the survey on foreign
portfolio investment. The pending legislation before Congress would
require both Secretaries to submit interim reports to the Congress 12
months after enactment of the legislation, and a final report within 18
months of enactment.

Organization for Economic Cooperation and Development

The highlight of the annual Ministerial meeting of the OECD held
in Paris May 29-30, 1974, was the adoption of a declaration of intent,
or pledge, on the part of member countries to avoid introduction of
new measures restricting exports or imports or providing artificial
subsidies to exports aimed at offsetting the effects of higher energy
prices. Details and related actions taken in the International Monetary
Fund are described in sections in this report on “trade policy” and
“international financial affairs.” Against a background of continued
accelerated rates of worldwide price increases, the Ministers also re-
affirmed their resolve to pursue anti-inflationary policies.? :

The trade policy declaration was prepared by the Executive Com-
mittee of OECD meeting in special session as one element of the co-
operative reaction of the international community to the unprece-
dented situation caused by the sharp increases in oil prices announced
in the latter part of 1973. That Committee also continued its work on
issues related to international investment, as part of efforts to reform
the international economic system. The Committee is attempting to de-
velop proposals for guidelines and consultation procedures on invest-

1 See exhibit 65.
2 See exhibit 68.
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ment as well as undertaking a series of studies on multinational enter-
prises.

Much of the attention of the economic policy branch of the OECD
focused in fiscal 1974 on the problem of inflation and on the implica-
tions, both for national economies and balances of payments, of the
increase in oil prices.

The Secretariat of OECD produced much of the early work esti-
mating the impact of the announced increases, pointing in particular
to the need for cooperation by the industrial countries in the face of
the implied prospective sharp swing in their combined current account
positions from customary surpluses to a large combined deficit. The
Economic Policy Committee’s Working Party 3, to which the U.S.
delegation is led by the Treasury’s Under Secretary for Monetary
Affairs, devoted much of its time to consideration of appropriate
adjustment policies in the face of this prospective swing and to the
problems of financing the implied deficits.

The Treasury continued to participate actively in the work of a
number of other activities of the OECD. These include the Economic
Policy Committee and its other working parties (on Long-Term
Growth, on Costs and Prices, and on Short-Term Economic Fore-
casting) ; the Trade Committee and its subgroups on Export Credit
and Credit Guarantees and on Government Procurement; the Devel-
opment Assistance Committee; the Committee on Fiscal Affairs; the
Committee on Financial Markets; and the Committee for Invisible
Transactions.

International Monetary Fund operations

IMF financial operations were little changed between fiscal years
1973 and 1974. With the continuation of widespread exchange rate
floating, combined with strong reserve positions on the part of many
countries, there was again relatively little need for recourse to IMF
credit during the year.

Purchases of currency (drawings) by IMF member countries totaled
the equivalent of $1.4 billion, roughly equal to total drawings during
the previous fiscal year. India was the largest single user of Fund
credit, with drawings totaling the equivalent of $450.2 million, about
one-third of total drawings during the year. Principal currencies
drawn were the German ‘mark (in the equivalent of $610.2 million) ;
the U.S. dollar ($297.2 million) ; the Japanese yen ($91.7 million) ;
and the French franc ($80.1 million).

Dollars were eligible to be used in drawings for the first time since
1971, as a result of the strengthened U.S. balance of payments posi-
tion. Special drawing rights were drawn in the amount of $68.3 million
equivalent.
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Currency repurchases (repayment of previous drawings) totaled the
equivalent of $875.3 million. Nearly 40 percent of total repurchases,
the equivalent of $347.9 million, was in German marks. The remainder
of the repurchases were concentrated in the currencies of Canada,
Japan, and other European countries, and in SDR’s. IMF holdings
of U.S. dollars exceeded 75 percent of the U.S. quota in the IMF
throughout the fiscal year and, therefore, the dollar was not eligible
for use in repurchases.

As of June 30, 1974, cumulative drawmgs from the beginning of
JIMF operations amounted to the equivalent of $32.6 billion, of which
$9.8  billien was in U.S. dollars; cumulative repurchases amounted
to the equivalent of $20.5 billion, of which $5.6 billion was in U.S.
dollars.

No transactions were conducted under the General Arrangements
to Borrow (GAB) during the year. As. of June 30, 1974, amounts
available under the GAB totaled the equivalent of $6.8 billion.

The U.S. reserve position in the IMF increased from $522 million
to $1,006 million during the fiscal year, primarily as a result of repur-
chases by the United States (in the amount of $132.8 million) and pur-
chases of dollars by other countries ($297 2 million).

The: world economy and the U.S. balance of payments

International transactions of the United States as well as of most
of the other countries during the year July 1973 through June 1974
were strongly influenced by economic and political developments which
substantially changed the patterns of international transactions, and
the financial relationships among the various countries and regions.
Some of these changes, as well as the widespread shift from fixed to
floating exchange rates, are also raising questions whether the stand-
ards which previously have been used to determine and measure
improvements or deteriorations in the balance of payments continue
to be applicable.

At the start of the period which is reviewed here, business activity
in the United States as well as in the major foreign countries was
rapidly expanding. Demands reached the limits of the available pro-
duction capacities for some of the basic industrial materials, and in
many countries competition for workers, particularly skilled workers,
substantially increased.

The coincidence of the cyclical upswing in major countries was
greater than in previous periods, and not only created strong upward
pressures on prices but also changed to some extent the international
flow of goods, services, and capital.

Superimposed on these developments were shortages relative to the
prevailing demand in agricultural commodities which accentuated the
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inflationary pressures that had affected the industrial sectors.of the
_economies.

These developments, and the decline in the value of the dollar
during the first half of 1973 and probably also the delayed effects
of the devaluation in 1971, had a favorable effect on U.S. trade and
the balance of payments in general.

In the July-September quarter of 1973 the trade balance improved
from the preceding quarter by nearly $1 billion, and for the first time
in over 2 years moved into a surplus. A major factor contributing to
the improvement was the $630 million rise of the balance in the trade
in foods, feeds, and beverages. The balance on industrial materials
other than fuels and lubricants improved by about $330 million and
moved into a surplus. In the preceding 10 years, a surplus in this
balance occurred only in the first half of 1970 and 1964.

In comparison with these improvements, trade in finished capital
and consumer goods responded more slowly to the favorable develop-
ments affecting our trade. The balance on these goods improved only
about $240 million, of which about $70 million was in trade in auto-
motive products with Canada, most of which is conducted under the
United States-Canadian Automotive Trade Agreement. To a minor
extent these improvements were offset by a $230 million increase in our
deficit in fuels and lubricants. (This increase did not yet reflect the
large price increases for oil which started in October 1973.)

Net incomes on services transactions also increased. Major factors in
this improvement were higher net receipts on fees and royalties, a con-
siderable improvement in the balance of travel receipts and expendi-
tures,and in military transactions. Incomes on U.S. investments abroad
also rose but so did U.S. payments of income on foreign investments
held in the United States, largely because of rising interest rates paid
on the large amounts of foreign investments held in short-term U.S.
obligations.

The more than $114 billion improvement in the balance on current
account transactions, excluding Government grants, was, of course,
matched by an opposite change in capital transactions. That change
approximately equaled (after seasonal adjustments) the sale of liquid
and other assets held in the United States by foreign official agencies
mainly to support their currencies in the foreign exchange markets.
The overall balance on recorded private capital transactions improved
about $1.7 billion, but this was largely offset by an adverse shift in
unrecorded transactions and some rise in net outflows through Govern-
ment grant and capital transactions.

Among private capital transactions, most significant were large
inflows of long-term capital, including a more than $500 million pay-
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ment by a major oil-producing country for a share in the equity of a
U.S. corporation operating in its territory. In addition, U.S. banks
substantially reduced their lending to foreigners. These changes, which
had the effect of improving the balance of payments, were to a large
extent offset by a substantial decline in the inflow of foreign capital
for investment in liquid assets. '

The value of the dollar in foreign exchange markets started to rise
in the July-September 1973 quarter, indicating that the demand for
dollars had expanded somewhat more than the supply. This was a
reversal of the developments during the first half of 1973 when ex-
change market developments resulted in a 7.3-percent devaluation
relative to the currencies of other OECD countries in February, and
further decline in value by about 3.5 percent through the end of June.

The underlying economic trends and associated financial develop-
ments were substantially changed by the outbreak of the Middle East
war in October, the imposition of the embargo on oil shipments to the
United States and other countries, a curtailment of oil production, and

a. substantial rise in prices of oil and in taxes collected from oil-
producing companies by all of the oil-producing countries. The increase
in taxes and prices in the middle of October was followed by another
sharp increase by the end of December, and smaller upward adjust-
ments since then. In addition, the governments in several of the major
oil-producing countries claimed ownership of major shares of the out-
put of the companies operating in their territories. Although a large
part of the government-owned oil was sold back to the operating com-
panies, the prices charged by these governments substantially exceeded
the current tax rates and thus added to the costs of the operating
companies.

The reductions in oil output had the effect of reducing industrial
production in the United States and in several major foreign coun-
tries. Outputs started to decline late in 1973 and reached the low points
in the first quarter of 1974. Unlike earlier periods of declining output
“which were caused by weaknesses in demand, pressures of demand rel-
ative to available supplies increased for major industrial materials
" whose production was affected by the availability of fuels. Price in-
creases for these commodities as well .as for fuels accelerated. The
rising prices, in turn, stimulated demands for higher compensation
for labor. The rise in prices also stimulated new investments.

The sharp increase in prices—although to a different extent—was
felt in all countries and created, or was feared to create, economic dis-
locations and social upheavals. Consequently, the governments of
some of the major countries, including the United States, recognized
the increased urgency to dampen the inflationary pressures.” The im-
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provement in business activity from the low point reached early ‘in
the year was, therefore, relatively slow. To a large extent, the anti-
inflationary measures consisted of restrictive monetary policies, which
not only affected business activity within the countries involved, but
also international capital flows.

International capital flows were also affected by large borrowing by
foreign governments, or organizations under their control, to finance
actual or anticipated increases in their payments for oil and in some
cases deficits in their balances of payments arising from other trans-
actions. On the supply side of the international capital markets, in
search of investment opportunities, were the funds accruing to the oil-
exporting countries, to the extent that they exceeded the amounts
used by these countries to pay for imports and for grants to other
countries. Various problems have been created by the difficulties of
matching the flow of capital from the oil-exporting countries to those
countries which require them to meet their foreign expenditures, but
at least up to June 1974, most countries had not experienced major dis-
turbances in their economies and financial operations.

The merchandise trade balance of the United States continued to
improve in the October-December quarter, and reached an annual rate
of nearly $5 billion. In the second half of fiscal 1974 it declined, how-
ever, and in the fourth quarter moved again into a deficit. Trade in
fuels and lubricants was the major factor in this change. Net imports
of fuels and lubricants rose from $1.78 billion in the July-September
quarter 1973 to $2.36 billion in the December quarter; they nearly
doubled to $4.54 billion in the March quarter, and rose further, to about
$6.28 billion, in the June quarter. At that time, the imports fully
reflected the price increases at the end of 1973, and at the latest by the
middle of the quarter, the lifting of the embargoes which took place at
the end of March.

In the December quarter, the $580 million rise in net imports in fuels
and lubricants was about offset by the accelerating rise in the sur-
plus on the trade in finished manufactures, particularly capital goods.
While net exports of finished manufactures continued to expand in the
~ second half of fiscal 1974, the rate of expansion declined somewhat.

The increase in net exports of foods, feeds, and beverages, which was
the main factor in the improvement of the overall trade balance in
the September quarter of 1973 (and also the January—June period of
1973), decelerated to $200 million in the December quarter 1973 and
to $100 million in the March quarter of 1974. In the June quarter net
exports of these commodities started to decline, partly because of a
faster drop in the quantity of exports than in the quantity of imports
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and partly because of a faster rise in the prices of imports than in the
prices of exports.

The balance of trade in industrial materials other than fuels and
lubricants followed a course similar to that in foods, feeds, and bev-
erages, except that the peak in the balance appeared to have been
reached around March or April. The major reason for the reversal in
the following months appears to have been the price increases for such
goods in the United States following the lifting of price controls, and
thus a lessening in the incentives to favor sales abroad over sales in
domestic markets which had been subject to price limitations. -

Although the trade in foods, feeds, and beverages, and in industrial
materials other than fuels and lubricants weakened somewhat, and the
growth in the favorable balance on finished manufactures slowed down,
the balance on trade in these commodity groups in the June quarter
was considerably more favorable than a year earlier, and this improve-
ment compensated for a large part of the deterioration in the balance
on fuels and lubricants.

The balance on current account transactions, other than merchan-
dise trade and Government grants, continued to improve moderately
in the December quarter and by a major amount in the March quarter.
In this period the balance was far higher than in any other period for
which data are available, but it was at'a peak from which it started
to decline in the June quarter.

The changes in these transactions were closely associated with the
Middle East war, and the various actions of oil-exporting countries
with respect to volume and prices of crude oil production, and the
ownership of oil-producing facilities.

The improvement in the December quarter balance resulted mainly
from an increase in deliveries of military equipment to Israel, but
such deliveries fell off rapidly in the following quarter. They are shown
in the balance of payments as credit sales. During the June quarter the
President determined, however, that funds previously appropriated
should be used to release Israel from its contractual obligations. Con-
sequently, the balance of payments for the June quarter show repay-
ments of these claims offset by Government grants.

More significant was the impact of the developments related to oil.
The curtailment of production and the increases by the oil-exporting
countries of the “posted” prices which form the basis of their tax
collections, also raised the incomes of the companies engaged in the
production of crude oil. On the other hand, when governments of the
oil-exporting countries increased their share of the assets or of the
‘output of the oil companies operating in their territories, the income of
these companies was reduced. Mainly as a result of these developments,
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net income on direct investments reported by U.S. corporations, which
had risen gradually in the course of the calendar year 1973, moved up
sharply in the January-March period but started to decline again in
the following quarter.

Capital transactions presumably were also strongly influenced by
the oil-related developments. Among the most significant develop-
ments was the rapid increase and the large volume of capital outflows
through bank lending and other transactions reported by banks. A fter
a sharp, but temporary drop in the first quarter of fiscal 1974, bank-
reported capital outflows increased to over $2 billion in the December
quarter 1973. In the March quarter, after controls on capital outflows
had been terminated, net outflows reported by banks rose to $5.2 bil-
lion and to $7.3 billion in the June quarter. The large increase in the

- foreign demand for banking funds may have reflected the concern of
several foreign governments to obtain directly or through banks, pub-
lic enterprises and agencies, funds to meet the higher payments for
oil, both for the current and for later periods. Some of the lending by
U.S. banks was directly to foreign countries; some was to banks in
the Eurocapital market which presumably acted as intermediaries
for the ultimate borrowers.

In contrast, capital outflows through U.S. direct investments abroad
were very small in the January-March quarter, but increased later.
Outflows through purchases of foreign securities other than Canadian
and World Bank issues also remained small.

Except for the amounts which were needed to pay for the current
account balances (and allowing for the balance on Government grants
and capital transactions), the outflow of capital from the United
States had to be matched by an inflow of capital representing the
increase in dollar assets held by foreign residents, including foreign
official agencies.

To some extent the increase in dollar funds at the disposal of for-
eign residents was used for direct investment purposes, but most was
invested in liquid assets in the United States. Foreign purchases of
U.S. securities declined.

A considerable part of the increase of capital inflows for direct
investment was in goods-producing industries, but a large portion was
also for investments in service industries and banks. A major part of
the capital inflows consisted, however, in acquisitions of controlling
shares of the capital in enterprises having investments abroad. This
includes the acquisition of assets in U.S. corporations producing crude
oil abroad by the governments of the countries in which these corpora-
tions are operating. Presumably there were also capital inflows for the
purchase of real estate, but data for such transactions are difficult to
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obtain, and they remain in the residual for unrecorded transactions
(errors and omissions).

Foreign official organizations, forelgn banks, and other foreign
residents shared in the acquisition of liquid assets. In the first months
of 1974 acquisitions by foreign official organizations included large
amounts borrowed by them in anticipation of increased payments for
oil. In later months of the January—June period they included mainly
funds of oil-exporting countries. ’

Most of the excess of the receipts of the oil-exporting countries over
their payments for goods and services, for grants to other countries, or
for long-term investments was transferred to banks operating in the
Eurocapital market. It may be assumed, therefore, that the acquisition
by foreign banks of liquid assets in the United States represents to a
large extent the reinvestment of funds coming from the oil-exporting
countries.

The balance of payments figures suggest, therefore, that oil-related
developments resulted in a strong increase in U.S. capital transac-
tions, by supplying funds (largely through bank loans) to foreign
countries which needed them to pay for their oil bills and by provid-

- ing investment opportunities for these funds to the 011 -exporting
countries.

These functions were performed without major changes in the value
of the dollar on the exchange markets, suggesting that demand for,
and supply of, dollars were never far apart. The exchange rate of the
dollar relative to the currencies of the other OECD countries ad-
vanced through January 1974, and fell back somewhat from then
through March. From the end of March to the end of June the
exchange rate varied only about one percentage point.

Treasury foreign exchange reporting system

The joint review by the Departments of the Treasury and Com-
merce of the adequacy of the established statistical systems for report-
ing capital movements in the balance of payments, initiated during
the second half of fiscal 1973, was completed during fiscal 1974. The
review had been undertaken, following the international monetary
disturbances during February and March 1973, to determine whether
the existing statistical systems were adequate in concept and function-
ing satisfactorily. Reporting business firms were asked to conduct a
policy level review to ensure the completeness, consistency, and ac-
curacy of their statistical reporting. The review detected some specific
errors in reporting and some inadequacies of coverage, and resulted
in substantial additions to the data base, but no significant conceptual
problems in the statistical systems were uncovered.
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U.S. balance of payments, fiscal years 1973-74*

[In millions of dollars]
Fiscal 1974
Fiscal Fiscal ——m————————
1873 1974 1st half 2d half
83 1,788 -~1,705
84, 766 38,368 46, 388
- —84,673 —36, 680 —48,093
Travel...... e n e ee —2,260 —1,048  —1,022 —926
Recelpts. ... ... 2,991 3,543 1,685 1,868
Payments. .. - =5, 241 —b5,491 2,707 —2,784
Military..... e —3,343 -1,734 ~605 -1,129
RecelpES. - i 1,336 2,894 1, 566 1,328
Payments. ... s —4,678 —4,628 —-2,171 -2, 457
Dividends, interest and branch profits..__.._.___.____.____ 5,143 7,491 2, 635 4, 856
Recelpts. ..o feeean 12,075 19,873 7,482 12,391
Payments.. -6,032  ~12,382 —4, 847 ~17,635
Other services.. 2,538 3,374 1,664 1,710
Balance on goods and services. —2, 593 7,266 4,460 2, 806
Private remittances, Government pensions, and other
transfers_ ... ______.__._..... - -1,639 -1, 980 -—1,129 ~—851
U.S. Government economic grant . —2,032 —4,888 —932 -3, 956
Balance on currentaccount______________.____________._.____ —6,264 398 2,399 —2,001
U.8. Government capital, 2 net. -1,191 471 -1, 260 1,731
U.8. direct investment abroad... - —4,871 -4, 263 —2,084 -2,179
Purchases and sales of foreign secu - 57 —1,737 734 —1,003
U.S. long-term bank and nonbank claim: - ~1, 680 —1, 661 =504 -1, 187
Total transactions in long-term U.8. capital invest- ) .
ed abroad. .. ... llooiiieiiiiaiiiiaiiio. —7,685 -7,190 —4, 582 —2,608
Foreign direct investments in the United States_........ 1,321 4,395 1,598 2,797
Forelgn purchases of U.8. securities______...._.___.__._. 4,694 2,927 1,843 1,084
Other foreign long-term investments in the United States. 823 —222 4 —226
Total transactions in long-term foreign capital in- )
vested in the United States_______________________ 6, 838 7,100 3,445 3,656
Balance on long-term capital transactions_ ... _ U, —847 —90 -1,137 1,047
Short-term loans to foreigners.. ... .. .....___.__..._ —4,712  —12,078 -2,021 —10, 054
Short-term foreign loans to the United States_..._.__.. 173 1,488 866 \_‘_623
Balance on nonliquid short-term capital transactions 3_____ —4, 539 —10, 587 -~1,156 —9, 431
Liquid assets held abroad by U.S. private residents (pur-
L R —1,734 —4,734 —1,014 —3,720
Liquid assets held in the United States by forelgn private
residents (purchases +)___ . _________________._ 2,138 12, 400 4, 960 7,460
Liquid (and other) assets held in the United States by
foreign official agencles (purchases +) .. ... _.___.._. 16,170 —540 —4,576 4,036
Transactions in U.8. officlal reserve assets excluding SDR
allocations (sales +; purchases —)...... ... ... ....... 425 —596 - =28 . —568
Errors and omissions.____ .. .. ... .. _...... —6,349 3,749 561 3,188

*All data are based on seasonally adjusted quarterly data.

1 Differences between these figures and those published by the Bureau of the Census are due to adjust-
&ents for v;luations, timing, coverage, and to the exclusion of DOD military export sales and military

port purchases.

% Includes nonscheduled debt repayments to the United States and U.S. Government nonliquid liabilities
to other than foreign official reserve agencies.

3 Includes certain U.S. short-term bank and nonbank claims and all short-term liabilities of nonbanks.

Note.—Under conditions of fixed exchange rates and established obligations of official reserve agencles
to maintain the exchange rate of their currencies between specified margins around par or central values,
surpluses or deficits may be measured by the changes in U.8. official reserve assets and in liabilities to foreign
officia] reserve agencies. These figures may be computed from the data shown in the table in the first and /~
S?gonl%[ lmeh albg%e “Errors and omissions.”” Such obligations with respect to the U.S. dollar did not apply
after Marc| . .

Source: U.S. Department of Commerce, Survey of Current Business, June and September 1974.



62 1974 REPORT OF THE.SECRETARY OF THE TREASURY

In order to explore in greater depth the ways in which capital trans-
actions take place and are reported, a series of interviews by senior
balance of payments experts from the Departments of the Treasury
and Commerce and the Federal Reserve System with senior financial
officials of large multinational firms in several areas of the United
States, was begun in June 1973 and completed in the first quarter of
fiscal 1974. While the interviews disclosed some concrete reporting
problems which could be solved within the existing statistical frame-
work, the corporations interviewed found no major gaps or conceptual
inconsistencies in the reporting systems.

Foreign currency reports.

On June 27, 1974, the Department pubhshed in the Federal Register
notices of proposed rule making and proposed reporting forms re-
quiring reports of the foreign currency positions of banks and other
firms, with provision for a 30-day period for written comment by
interested parties. The new reports were required by Public Law
93-110, an amendment to the Par Value Modification Act, which was
signed into law on September 21, 1973. Title II of the law required
the Secretary of the Treasury to institute new statistical reports per-
taining to the foreign currency transactions of banks and other busi-
ness firms in the United States, including agencies, branches, and sub-
sidiaries of foreign banks and other foreign firms, and of foreign
branches and majority-owned foreign subsidiaries of U.S. firms.!

The new reports were developed through extensive consultation with
banks and other firms by experts of the Department of the Treasury
.and the Federal Reserve System. They were designed to provide in-
formation on the activities of large banks and other large firms which
affect the position of the dollar in the foreign exchange market. The
proposed reports would provide data, weekly and monthly from banks
and monthly from other firms, on their spot and forward positions and
on selected assets and liabilities in major foreign currencies. Reporting
exemptions were designed to limit reporting to major banks which
participate actively in the foreign exchange markets and to major non-
banking firms. The reports filed by banks might be made available
to the Comptroller of the Currency and the Board of Governors of the
Federal Reserve System to the extent authorized by the Federal Re-
ports Act.

International Trade Affairs

Fiscal 1974 saw the world economy plagued by inflation and short-
ages in many commodities. Higher energy costs and consequently
larger import bills have put pressure on various countries’ balance of

1 See exhibits 36 and 76.
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payments positions. These conditions have focused attention on the
need to improve the operation of the international trading frame-
work—to develop rules which will enable countries to deal with press-
ing domestic problems while minimizing disruptions to world trade
and the shifting of economic burdens to other countries. The establish-
~ment of such rules is a major goal of the multilateral trade negotia-
tions under the auspices of the GATT and is also under review by
the OECD and IMF.

In addition to the increased relevance of these broad concerns with
the trading framework, significant developments during the fiscal year
were the conclusion of our negotiations with the European Communi-
ties on the trade effects of its enlargement to nine members; agree-
ment on a new multilateral textile arrangement ; and signing of a new
trade agreement with the U.S.S.R. Other major issues during the year
which will continue to demand attention in fiscal 1975 are action by
the Senate on the House-passed trade bill to provide for our bargain-
ing in the trade negotiations; the effects on our trade of the European
Communities-European Free Trade Association (EC-EFTA) free
trade arrangements; and negotiation of a comprehensive treaty on
oceans law.

One major development in the trade field was the growing pressure
to resort to trade restrictions to finance balance of payments deficits
caused in particular by higher energy costs. To deal with these pres-
sures the United States proposed in April an amendment to the IMF
Articles of Agreement to require prior IMF approval of trade restric-
tions or subsidies for balance of payments reasons. The United States
also proposed that in the interim, before an amendment could take
effect, member governments of the IMF adopt a pledge to avoid the
escalation of restrictions on trade and payments for balance of pay-
ments purposes. Nevertheless in May, Italy found it necessary to im-
pose a 50-percent prior deposit requirement on imports, refundable
after 6 months. That same month Iceland instituted a 25-percent 90-
day import deposit scheme applicable to about 60 percent of its im-
ports. Also in May, Denmark instituted a new excise tax affecting
mainly imports to counter balance of payments pressures. These meas-
ures lent urgency to the need to prevent the spread of trade restrictions.

On May 30, the United States joined other OECD countries in
adopting a declaration calling for a 1-year standstill on unilateral
trade or other current account measures.* The declaration recognizes
that unilateral trade or other current account measures would aggra-
vate the problems of other countries and, if widespread, would have a
depressing effect on the world economy and thus be self-defeating.

1 See exhibit 68.
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The standstill declaration covers import restrictions, export restric-
tions, and measures to artificially stimulate exports, including export
credit practices, and calls for consultations within the OECD to -
assure its implementation. Nevertheless, since the OECD declaration
covers only a 1-year period, the United States considers it is essential
to pursue its proposals in the IMF which specifically relate to balance
of payments measures, would involve a much larger number of coun-
tries, and would place the new undertaking in the formal structure of
international agreements. ,

Other issues arousing concern in late 1973 and in 1974 involved
shortages of raw and semiprocessed materials and export controls.
- Last year’s soaring commodity prices and scarcities, the application

of export controls by various countries on commodities such as food-
stuffs, steel scrap, woodpulp, and petrochemicals, and concern that
other nations might attempt to form other producer cartels in emula-
“tion of the Organization of Petroleum Exporting Countries (OPEC)
all served to focus attention on supply access problems.

A particularly troublesome manifestation of the supply access prob-
lem is a growing interest among some countries in forming producer
cartels. A number of agricultural and mineral-producing countries,
particularly among the developing countries, have been influenced by
OPEC’s efforts to raise oil prices by joint producer action. In March
of 1974 seven countries formed the International Bauxite Association.
In the same month seven Latin American nations agreed in principle
to form an Organization of Banana Exporting Countries, and even
before formal establishment a number of the members imposed a
banana export tax equal to 25-50 percent of export prices. Similar

- activity has been underway among producers of commodities as diverse
as copper, coffee, mercury, phosphates, and iron ore. '

The United States objects to such producer action on several
grounds. Most producer groupings have not provided for representa-
tion of consuming country views. Sudden increases in prices are dis-
ruptive of consuming nation economies and have a worldwide infla-
tionary impact. Artificially high prices can result in the wasteful shift
of investment resources away from the most economic sources. Further-
more, short-term profits obtained by cartellike actions may be more
than offset as higher prices attract new supplies and substitutes onto
the market, thus creating oversupply conditions and lower prices and
eventually leading to collapse of the cartel.

Both balance of payments pressures and supply access problems
underline the need for new international trading rules and for the
continued reduction of trade barriers. These difficulties argue more
strongly than ever for moving forward with the process of trade
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negotiations. As Secretary Shultz testified before the Senate Finance
Committes in March,

During a time of rapid inflation and of short supply situations
in many commodities, it has become more important than ever to
remove artificial barriers that result in fewer goods being pro-
duced both here and abroad.

* %* * * % * ok

Recent events have created the danger of a new protectionism
and a breakdown of the multilateral and nondiscriminatory trad-
ing arrangements of the postwar period. We must combat that
danger and create a new momentum for cooperation in the field of
trade.

(The full text of Secretary Shultz’ testimony is printed as exhibit 80.)

The vehicle for achieving a more flexible and open trading system
is the multilateral trade negotiations. Trade and economic ministers of
more than 100 nations formally launched the negotiations in Tokyo
in September 1973.* In their Declaration at Tokyo the ministers
defined the aims of the multilateral tradé negotiations as the expansion
and liberalization of world trade and the improvement of world living
standards. They gave support to the progressive dismantling of ob-
stacles to trade and to the improvement of the international framework
for the conduct of world trade. They further recognized that trade
liberalization should facilitate the orderly functioning of the monetary
system. The ministers affirmed that the principles governing the con-
duct of the negotiations are to be mutual advantage, mutual commit-
ment, and overall reciprocity, and also recognized the need to take
special measures to assist the developing countries. (Secretary Shultz’
remarks as head of the U.S. delegation at the Tokyo Ministerial Con-
ference are printed as exhibit 77.)

In Tokyo, the ministers established an intergovernmental Trade
Negotiations Committee to supervise the conduct of the multilateral
trade negotiations and elaborate detailed negotiating plans. The Trade
Negotiations Committee first met in October 1973, and after months
of intricate bargaining on specific tasks and a working group structure,
agreed on a preliminary work program for the negotiations in Febru-
ary 1974. Preparatory work began immediately thereafter and is sched-
uled to continue through July to compile the basic statistical and ana-
lytical data required. This preparatory work will set the stage for
serious bargaining by the participants in the fall of 1974.

Our major goals in the negotiations are the reduction or elimination
of tariffs on a most-favored-nation basis; the elimination or harmoni-
zation of nontariff barriers and other trade-distorting measures;

1 See exhibit 78.
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liberalization and improvement in the conditions of agricultural trade,
including the broad range of governmental measures which impede
international trade flows; and improvement of the international frame-
work for the conduct of world trade. Efforts to improve the trading
framework may entail amendment of present GATT provisions, the
negotiation of new rules or codes of conduct within or outside GATT,
or the establishment of new institutional frameworks.

Meaningful U.S. participation will require enactment of the Trade
Reform Act, proposed to the Congress in April 1973 and passed by the
House of Representatives in December. The Senate Finance Commit-
tee completed hearings on the bill in the spring of 1974 and began
markup of the bill in June.

As passed by the House, the bill would give the President the au-
thority to raise or lower import duties, negotiate nontariff barrier
agreements subject to congressional veto, take measures to deal with
serious balance of payments deficits or inflationary pressures, grant
tariff preferences to developing countries, retaliate against unreason-
able or unjustifiable foreign import restrictions adversely affecting
U.S. exports, and extend most-favored-nation tariff treatment to
countries not now receiving such treatment. Further, the bill would
give the Secretary of the Treasury discretion for 4 years not to impose
countervailing duties on subsidized imports (for 1 year in the case of
products of state-owned enterprises) if to do so would jeopardize the
multilateral trade negotiations.

One controvers1al issue in the bill Whlch must be resolved is
whether the granting of most-favored-nation treatment and the exten-
sion of U.S. Government credits to the U.S.S.R. and other Communist
States will be linked with emigration policy. A solution to this prob-
lem and subsequent passage of the legislation is expected in fiscal 1975
and will spur the pace of both domestic and international prepara-
tions for negotiations.

Prospects for the success of the negotlatlons were enhanced by the
settlement between the United States and the European Communities
in May of their negotiations over new trade concessions to the United
States to compensate for concessions withdrawn in the course of the
EC’s enlargement from six to nine members. When Denmark, Ire-
land, and the United Kingdom joined the EC in January 1973, they
agreed to adopt the EC’s common external tariff and its common agri-
cultural policy over a 5-year period. As a result, U.S. exporters to the
three acceding countries face increased protection in agricultural prod-
ucts but generally lower duties on industrial products.

The U.S. objective in the negotiations, provided for under GATT
Article XXTIV :6, was to ensure that prospects for U.S. exporters were
on the whole no less favorable as a result of changes in border measures
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in the acceding countries than before enlargement of the EC. Restor-
ing this overall balance in the Article XXIV :6 negotiations required
that the EC of Nine make duty reductions on specific products of
special value to U.S. exporters.

After almost 15 months of arduous negotiation, the EC finally
agreed to a compromise settlement package in May of this year, with a
formal agreement to be signed in early fiscal 1975. Estimates are that
the value of U.S. exports to the EC of items on which new concessions
have been made is in the range of $750 million to $1 billion. The most
promising concessions are on tobacco, citrus fruits, and kraft paper.
In addition, the United States “reserved its rights” under GATT to
continue negotiaticns on compensation claimed by the United States
on certain grains.

-Settlement of this difficult and sensitive issue confirmed that the
political will is present to proceed with the resolution of trade issues
and to attempt in the multilateral trade negotiations to further re-
duce and eliminate barriers to trade. President Nixon hailed the agree-
ment as a “major step toward improved Atlantic relationships.”

Another major accomplishment was the successful negotiation in
December of 1973 under GATT auspices of the Arrangement Regard-
ing International Trade in Textiles, covering the three major textile
fibers (wool, cotton, and manmade fibers). The new arrangement,
which replaces the Long-Term Cotton Arrangement, provides a broad
framework to govern trade in.textiles balancing the interests of im-
porters and exporters. It will permit the continued expansion of textile
trade while providing agreed procedures to prevent market disruption.
The arrangement defines criteria tc be met before new trade restrictions
can be imposed and sets forth guidelines for the operation of trade re-
straints. A significant innovation in the new arrangement is the crea-
tion of a Textile Surveillance Body, which provides a degree of inter-
national oversight on trade restraints on textiles.

Significant Treasury effort went into U.S. Government prepara-
tory activity preceding the third U.N. Conference on the Law of the
Sea, which began June 20, 1974, in Caracas, Venezuela. Treasury, as a
principal participant in the interagency Law of the Sea Task Force,
conducted several analyses of economic implications of alternative
U.S. postures. The studies varied from basic economic research on
nonrenewable resources such as manganese nodules and renewable re-
sources such as fish to identifying the likely operating behavior and
economic consequences of organizations suggested for monitoring or
controlling deep seabed activity.

In other developments, the United States began formal consulta-
tions with the EC and with EFTA countries in April under GATT
Article XXTT to discuss the EC’s free trade area agreements with
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EFTA. The free trade area agreements, covering mainly industrial
products, contain restrictive rules for determining the country of ori-
gin and thus the basis for duty-free treatment of products traded
among the free trade area partners. The United States requested these
consultations, which will continue in fiscal 1975, because of its concern
that the rules of origin will adversely affect U.S. exports of com-
ponents and materials to the EC and EFTA. 4

Secretaries Shultz and Simon led the U.S. delegation at meetings
of the U.S.-U.S.S.R. Commercial Commission in October 1973 at Mos-
cow and in May 1974 at Washington. A comprehensive exchange of
views on the development of American-Soviet trade and economic re-
lations took place at both meetings. The expansion of U.S.-U.S.S.R.
trade in 1978 to $1.4 billion was noted. Treasury representatives also
participated in joint commission meetings with the Poles in Septem-
ber 1973 and with the Romanians in April 1974.

A final accomplishment of the fiscal year was the signing on June 29
by President Nixon and Chairman Brezhnev of the long-term agree-
ment between the United States and U.S.S.R. to facilitate economic,
industrial, and technical cooperation.! Under Secretary of the Treas-
ury Bennett had been a principal negotiator on the U.S. side. The
agreement, which is to remain in force for 10 years, establishes a
broad framework for exchanging information and views on impor-
tant economic undertakings between the two countries. It should
further encourage discussions on potential cooperation projects be-
tween private U.S. firms and Soviet foreign trade and other organi-
zations.

Developing Nations Finance
International development banks

The United States contributed $788.(1 million to the capital re-
sources of the international development banks in fiscal 1974, as
shown in the table below. '

Institution U.8. con- Comment
tribution
International Development Association....... $320.0 Second of three installments to the third
replenishment
Inter-American Development Bank—Ordi- Completes U.8. subscription to the Ordinary
nary Capital: Capital increase
Paid-n._ ... 25.0
Callable. ... ... 168.4
Total. ..ol 193.4 .
Inter-American Development Bank—Fund 225.0 $500 million remains to be appropriated from
for Special Operations. the amount authorized in fiscal 1972
Asian Development Bank-—Asian Develop- 50.0 Initial U.S. contribution to Asian Develop-
ment Fund. ment Bank concessionary facility

1 See exhibit 83.
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At the end of fiscal 1974, the United States was behind the sched-
ules observed by other nations contributing to the international de-
velopment banks by at least 6 months and, in amount, by $820 million
(ie., $320 million to International Development Association and $500
million to Inter-American Development Bank—Fund for Special
Operations).

The United States, as the major contributor to the international
development banks, is able to leverage its capital subscriptions sig-
nificantly in terms of lending flows to developing countries supported
by these contributions. The international development banks com-
mitted $6,057 million to over 70 developing countries in fiscal 1974.
The distribution of commitments by institution was as follows:
World Bank group, $4,516 million; Inter-American Development
Bank, $1,064 million ; and Asian Development Bank, $477 million.

To put into perspective the importance of these banks to develop-
ment assistance generally, total lending flows from the international
development banks accounted for 40 percent of the total official de-
velopment assistance from Development Assistance Committee
countries (OECD countries) in calendar year 1972, the latest year
for which such data is available.

The World Bank group )

The International Bank for Reconstruction and Development
(IBRD) and its affiliates, the International Development Associa-
tion (IDA) and the International Finance Corporation (IFC), com-
mitted $4,516 million toward development projects in their recipient
member countries in fiscal 1974. This volume represents a 34-percent
increase over the fiscal 1973 level. IBRD made new loans of $3,218
million ($1,167 million more than in the preceding fiscal year) to de-
veloping countries, while IDA credits declined to $1,095 million (as
compared with $1,357 million in fiscal 1973). IBRD and IDA lending
was concentrated in agriculture, transportation, electric power, and
industry, and sharp relative increases were registered in lending for
transportation and urban development projects. IFC investments in
equity and loans to the private sector increased sharply to $203 mil-
lion in fiscal 1974 (as compared with $147 million in fiscal 1978 and
$116 million in fiscal 1972). IFC investments were concentrated in
iron and steel, textiles, and construction materials.

The World Bank group committed funds for development projects
in 76 countries in fiscal 1974. The distribution of commitments by
region was as follows: Africa, $694 million; Asia, $1,381 million;
Latin America, $1,054 million; and Europe, the Middle East, and
North Africa, $1,386 million.
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The lending operations of IBRD are financed by paid-in capital
subscriptions, funds borrowed in capital markets and from govern-
ments and central banks, sales of participations, principal repayments
on loans, and earnings on loans and investments. IBRD’s outstanding
funded debt increased by $768 million during the year to the equivalent
of $9,650 million. This debt includes 133 separate bond issues, denomi-

" nated chiefly in U.S. dollars ($3, 683 million), deutsche marks ($2,450
million equivalent), Japanese yen ($1,632 million equivalent), and
Swiss francs ($566 million equivalent). =

During the year, IBRD borrowings reached a new peak of $1,865
million equivalent compared with $1,723 million in fiscal 1973 and
$1,744 million in fiscal 1972. IBRD did not issue any securities in
the United States during the year. The total borrowing of $1,865
million included $1,244 million equivalent bond placements to raise
new funds and $621 million equivalent of refundings to roll over past
issues that came due during the year.

The principal suppliers of funds were Japan, Germany, and Iran
which lent the equivalent of $575 million, $220 million, and $200
million, respectively. Petroleum-exporting countries lent IBRD the
equivalent of $567 million (including Iran), equal to 30 percernt
of total borrowing in fiscal 1974.

The market for IBRD obligations continued to broaden interna-
tionally in fiscal 1974 as indicated by the estimated division of hold-
ings by country as of June 30, 1974 : about 26 percent in the United
States; 26 percent in Germany (of which 37 percent is held by the
Bundesbank) ; 17 percent in Japan (of which 73 percent is held
by the Bank of Japan); 6 percent in Switzerland; 5 percent in
Kuwait; and 8 percent in Canada. The remaining 17 percent is held
largely by central banks in other countries.

IDA credits are funded by member country subscriptions and con-
tributions, grants from the net earnings of IBRD, repayments of
credits, and earnings. Usable resources of IDA, cumulative to June 30,
1974, amounted to $7,420 million, of which developed countries had
contributed $5,221 million and IBRD net income transfers supplied
$809 million. Earnings and repayments on outstanding credits, to-
gether with contributions of developing and nonmember countries
and exchange profits comprised the balance.

As of June 30, 1974, these resources had been fully committed,
except for $169 million in advance contributions from donors under
the IDA fourth replenishment agreement. The proposed fourth
replenishment of IDA resources, negotiated among 25 donor countries
-in September 1973, to cover a 3-year period through fiscal 1977,
calls for total additional contributions, subject to necessary legislative
action, of the equivalent of $4,501 million in current dollars. (These
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contributions would not be subject to a maintenance of value pro-
vision.) The U.S. share of the replenishment under the negotiated
agreement would be $1,500 million, or one-third of the total. In addi-
tion, U.S. contributions would be spread over 4 years and the initial
installment would be delayed 1 year until fiscal 1976.

The agreement cannot become effective until at least 12 developed
member countries pledging not less than $3,500 million notify IDA
that they will make the contributions specified in the agreement.
Thus, the fourth replenishment cannot come about without the par-
ticipation of the United States.

Legislation to authorize the U.S. contribution was submitted to
Congress on October 31, 1973. The Senate passed IDA replenish-
ment legislation on May 21, 1974. The House of Representatives,
which had initially rejected IDA legislation on January 23, 1974,
in a vote heavily influenced by the then acute international oil
situnation, subsequently reconsidered its action and approved IDA
legislation shortly after the end of the fiscal year (July 2, 1974).

The 28th annual meeting of the World Bank group’s Board of
Governors was held in Nairobi, Kenya, September 24-28, 1973. Secre-
tary Shultz headed the U.S. delegation which included 27 Members
of Congress.

Inter-American Development Bank:

During fiscal 1974, the IDB committed a total of $1,064.2 million
from its two windows, $333.3 million more than in the previous fiscal
year. Of this, $613.5 million was loaned on conventional terms from
Ordinary Capital resources and $450.7 million on concessionary terms
from the Fund for Special Operations. In addition, the IDB committed
$4.4 million in administered funds.

As of June 30, 1974, cumulative lending by the IDB from its own
resources totaled $6.1 billion. Of this, $2.9 billion had been loaned
from Ordinary Capital and $3.2 billion from the Fund for Special
Operations. In addition, the IDB had lent $594 million from funds it
was administering. These loans served to mobilize resources .from
local contributions in member countries almost two times greater than
* their own level.

During fiscal 1974, three sectors—transportation, power, and agri- -
culture—received most of the funds committed. About 25 percent
($269.7 million) went to power. The agriculture and transportation
sectors received 23.3 percent ($247.9 million) and 22.6 percent ($240.0
million), respectively. On a cumulative basis, agriculture has received
the largest amount—23 percent, or $1,533.5 million; power has re-
ceived the next largest amount—19 percent, or $1,251.2 million.

1 See exhibit 50.
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The subscribed capital of the IDB totaled $5,954.3 million equivalent
on June 30, 1974, of which $4,981.9 million was callable capital. The
resources of the Bank’s Fund for Special Operations totaled $4,393.6
million equivalent on June 30,1974.

During fiscal 1974, the IDB members continued to urge prospective
nonregional members (Europe and Japan) to join the Bank in order
to enlarge its capital resources. A number of meetings were held to
determine the terms of membership, including aspects of nonregional
members’ representation on the Board of Directors. The total amounts
generally being considered for nonregional membership and for Board
representation range from $800 to $900 million, depending on the num-
ber of countries participating. This includes callable guarantee capital,
which does not involve a cash input. However, a total cash contribution
of $500 million to the Ordinary Capital and the Fund for Special
Operations combined was established as the minimum amount neces-
sary for subscription by the prospective nonregional members. As of
the end of the period under review in this report, the prospective non-
regional members were still considering these terms.

In fiscal 1974, the IDB borrowed $150.9 million, with new resources
obtained from Europe, Latin America, and Japan. This compares with
$119 million in the preceding fiscal year. Borrowings included $43.9
million from Japan, $26.7 million from Switzerland, $23.6 million
from Venezuela, $10.5 million from Austria, and $5.8 million from
Sweden. Additionally, $40.2 million of 2- and 5-year bonds were sold
to central banks in Latin America. The IDB’s funded debt on June 30,

1974, amounted to the equivalent of $1,328.2 million.

~ The 15th annual meeting was held in Santiago, Chile, April 1-3,
1974. The U.S. delegation was headed by Secretary Shultz.! During
the meeting the Governors approved a resolution authorizing a special
trust fund to be financed by Venezuela totaling $500 million for loans
to borrowing members, and they adopted a resolution requesting the
Board of Executive Directors to submit to the Board of Governors
proposed charter changes to admit the Bahamas and Guyana to mem-
bership in the Bank and to permit Bank lending to the Caribbean
Development Bank. This matter is still pending. The Board of Gover-
nors also considered the possibility of increasing the capital resources
of the Bank and requested the Committee of Governors to review the
situation and prepare a recommendation.

Asian Development Bank

During fiscal 1974, the ADB committed a total of $446.7 million,
$363.4 million from Ordinary Capital and $83.3 million from Special
Funds. This brought the Bank’s cumulative total of loans to $1,491.7

1 See exhibit 90.
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million—$1,162.4 million from Ordinary Capital and $329.3 million
from Special Funds. As of June 30, 1974, the Bank had also under-
taken 113 technical assistance projects.

With the accession to membership of the Gilbert and Ellice Islands,
the Bank’s membership reached 41—27 regional and 14 nonregional—
with subscriptions totaling the equivalent of $2,725 million. Of this,
34 percent was paid-in capital.

During fiscal 1974, the Bank did not enter the U.S. capital market
but borrowed $54.2 million ‘outside the United States. Total funded
debt at the end of the fiscal year was $262.8 million.

Authorization for a U.S. contribution of $362 million to the 1972
increase in the Bank’s Ordinary Capital stock is being requested and
the first of three annual installations of $121 mllhon is included in
the fiscal 1975 budget. »

A $100 million U.S. contribution to the Bank’s Special Funds was
authorized on March 10, 1972. $50 million of this contribution was ap-
propriated in December 1973, and contributed to the Bank on April 19,
19742

As of May 31, 1974, 13 countries, including the United States, had
contributed $382 million to the Bank’s Special Funds (apart from tech-
nical assistance); in addition, $57.4 million has been set aside from
Ordinary Capital resources for such lending.

On June 28, 1974, the Asian Development Fund (ADF)—a re-
structured unified Special Funds—came into effect when $236.9 mil-
lion was pledged to the ADF by 10 developed member countries of the
Bank, including the United States, whose $50 million contribution to
the Bank’s Special Funds was transferred tothe ADF. The resources to
be contributed to the ADF in its initial 3-year period total $525 million,
of which the suggested U.S. share is $150 million. The remaining $50
million previously authorized and another $50 million which is pend-
ing authorization in the Congress would complete the U.S. share.

The seventh annual meeting of the Bank’s Board of Governors was
held in Kuala Lumpur, Malaysia, April 25-27, 1974. Secretary Shultz
headed the U.S. delegation.

/A/frican Development Bank _

In July 1973 a group of 15 industrialized nations in coordination
with the AFDB set up the African Development Fund (AFDF)—a
concessional lending fund associated with the Bank. The United States
is not a member of the AFDF, but is eligible for membership in the
Fund as an original participant because of U.S. participation in the

1 See exhibit 91.
2 See exhibit 92.
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negotiations of the Agreement Establishing the African Development
Fund?

Legislation authorizing U.S. participation in the Fund was intro-
duced by Senator Humphrey in August 1973. Because of this poten-
tial membership, the U.S. Government sent, as in the past, observers to
the ninth annual meeting of the AFDB and the inaugural meeting of
the AFDF which took place in Lusaka, Zambia, in the first week of
July 1978.

In fiscal 1974, the Fund Board of Directors approved six loans and
. four studies totaling about $26.5 million. The Fund’s lending terms are
comparable to IDA, and its loans have been for irrigation, road, and
agricultural projects.

The Fund’s lending program for calendar 1974 is expected to reach
about $44 million, with continued emphasis on West and Central
Africa—the areas hardest hit by the drought.

The impact of increased ¢il prices on the developing countries ‘

The quadrupling of oil prices since 1972 requires major economic
adjustments in all oil-importing nations. For the poorer develop-
ing countries these adjustments are particularly difficult because they
have less margin to squeeze consumption, smaller exchange reserves,
and more limited access to international capital markets. In a num-
ber of cases these countries were already facing serious problems; for
example, those ccuntries affected by the drought in Africa and some
of the nations of the Indian subcontinent where production has not
increased at sufficiently rapid rates to sustain rapid economic develop-
ment.

Although these countries—the most seriously aﬂ'ected—wﬂl have to
adjust to the changes in relative prices of energy, grain, and other
commodities as will other countries, these poorest countries already
facing major development challenges need additional help during
an interim period. With such help they can continue their investment
programs and take advantage of new opportunities offered by the
changes in relative prices. For example, some of these countries have
coal, oil, gas, and undeveloped hydroelectric potential which can be
developed rapidly to support their own development and to reduce
worldwide shortages and high prices. Many of these countries have the
potential to increase grain and mineral production. However, invest-
ment is required to bring this additional production on to the market,
investment not only in the directly productive facilities but also in the
infrastructure of transportation, power, urbanization, and educational
facilities to support such production.

1 See exhibits 93 and 95.
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The immediate effect of the sudden increase in prices is to divert the
limited foreign exchange resources of these countries away from the
investment needed to increase production in future years in order to
pay for the food, fuel, and fertilizer essential to sustain life and local
production this year. Thus there is a transitional need to redirect and
add to the flows of assistance so that productive investment can be sus-
tained in these hard-hit developing countries without forcing a severe
reduction in their already modest living conditions.

The best solution to this problem is, of course, to reduce the high
prices underlying the problem. Such a reduction also would aveid
the continuation of such high prices that these countries—as well as
others—are encouraged to invest in very expensive energy and food
production projects.

To the extent additional development financing is needed the most
obvious source is the large surpluses of the oil-exporting countries.
These countries have begun to make substantial amounts of additional
assistance available, both directly and through the international capital
markets and international institutions such as the International Mone-
tary Fund and World Bank. However, much of this assistance flows
only on commercial terms and the poorer developing countries can-
not afford to pay commercial rates of interest.

Thus expanded international cooperation is needed to facilitate and
encourage additional flows on concessional terms and to assure that
the distribution of assistance from the many bilateral and multilateral
donors treats the poor nations equitably and does not result in some na-
tions receiving little or none of the vitally needed assistance.

Partly in response to these critical problems, agreement was reached
at the final C—20 meeting in June 1974 on establishing a Ministerial
committee on the transfer of real resources. The committee is to give,
inter alia, urgent attention to the problems of developing countries
most seriously affected by exceptional balance of payments difficulties
due to the oil price increases. In view of the pressing needs of these
countries, work in this aspect of the committee’s work will begin in
August 1974, although the formal establishment of the committee will
probably occur at the time of the Fund/Bank annual meeting in the
fall. The United States believes that this Ministerial committee can
provide a needed focal point for consideration of a broad range of
development issues.

Investment security

The Interagency Committee on Expropriation, whose membership
includes the Departments of State, Treasury, and Commerce, was estab-
lished in fiscal 1973 to implement President Nixon’s policy statement
of January 19, 1972, on expropriation. During fiscal 1974, this Com-
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mittee continued to monitor investment security situations and met
on a monthly basis to consider actual and potential investment prob-
lems in order to head off investment disputes where possible, and plan
the U.S. response to countries which expropriated or unfairly treated
U.S.-owned interests without providing for prompt, adequate, and
effective compensation.

During the year, the Department of the Treasury partlclpated in
several international negotiations to resolve outstanding disputes and
increase international understanding of the need for investment se-
curity to promote development. Most notable was the agreement
signed in February 1974 with the Government of Peru to settle claims
of U.S. nationals as a result of contract disputes, expropriations, or
other forms of permanent taking. A more general approach was
adopted in April when Foreign Ministers from the United States
and Latin America agreed to the establishment of a Working Group
on Transnational Enterprises. In this forum, the U.S. Government
hopes to engage in frank discussions of investment questions and
increase understanding of the nature of the relationship between for-
eign investors and Latln American governments.

Debt rescheduling

Agreement in principle was reached in fiscal 1974 between . the
United States and Pakistan to reschedule payment of approximately
$240 million of the debt due to the United States during the years
1974-1979. These obligations were in dispute following the separation
and creation of Bangladesh. Other creditor nations rescheduled pay-
ments of approximately $420 million worth of Pa,klstan obligations at
the same time.

The United States also reached agreement in principle with the
Government, of Chile to reschedule a total of approximately $230
million in obligations to the United States. Debts to other creditors of
about $400 million also are being rescheduled for similar maturities.
In addition, the United States participated in a multilateral debt
agreement with Ghana (although no U.S. debt was rescheduled), and
discussions were in process with the Government of India.

Bilateral assistance ) .

The Department of the Treasury participates in the U.S. Govern-
ment development finance program through its membership in the
National Advisory Council on International Monetary and Financial
Policies, on the Overseas Private Investment Corporation (OPIC)
Board of Directors, and on the interagency committees designed to
coordinate economic assistance programs. Treasury’s principal con-
cerns are to relate the various foreign economic assistance programs
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to overall U.S. economic interests and international development objec-
tives, and to assure the interrelationship and consistency of bilateral
and multilateral programs.

The three principal institutions responsible for U.S. bilateral assist-
ance programs are the Agency for International Development (AID) ;
the Department of Agriculture, which administers the Public Law 480
food-for-peace program; and OPIC.

Agency for International Development.—As a member of the De-
velopment Loan Committee of AID, Treasury focuses primarily on
the economic and financial impact of AID development lending pro-
grams and on the macroeconomic policy performance of the borrow-
ing countries. During fiscal 1974, AID authorized 49 new develop-
ment loans, totaling $488.2 million. Of these, $93.0 million took the
form of general program loans, and $395.2 million went to specific
projects and sector programs.

Public Law 480.—Treasury is represented on the Interagency Staff
Committee, which reviews all Public Law 480 proposals, and looks
primarily at the impact of this program on the U.S. balance of pay-
ments and the domestic economy. During fiscal 1974, Title I sales -
agreements were signed with participating governments and private
trade entities for a total export market value of $593.5 million, down
substantially from the levels of previous years. Title II donations
totaled $282 million for commodity expenses, about the same as the
previous year.

Local currency management.—The United States negotiated with
the Government of India settlement of payment of about $3.3 billion
equivalent in nonconvertible rupee currency owed to the United States
from development loans and shipment of agricultural commodities.
Under the settlement, the United States granted back to India approxi-
mately $2.1 billion in local currency obligations while retaining over
$1.0 billion equivalent in India to be used for official U.S. expenditures
such as research, educational exchange, and travel. The funds re-
tained for U.S. uses aTe expected to last at least 20 years at estimated
rates of disbursement. This settlement does not affect repayment of
dollar obligations of the Indian Government to the United States of
about $3 billion.

In addition, the Secretary of the Treasury annually determines the
foreign currency holdings of the United States that are in excess of
projected requirements. Treasury’s primary objective in the manage-
ment of these currencies is to maximize the favorable balance of pay-
ments impact accruing from their use. Currencies declared in excess
for fiscal 1974 were those of Burma, Egypt, Guinea, India, Pakistan,
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Poland, Tunisia, and Yugoslavia (the la,tter through December 31,
1973, only).
The Overseas Prwate Investment Uorpomtwn —Under Secretary
- for Monetary Affairs Volcker represented the Department of the
Treasury on OPIC’s 11-man public/private Board of Directors during
fiscal 1974. OPIC administers two major incentive programs to en-
courage U.S. investment in the developing countries: Investment in-
surance against the political risks of expropriation, inconvertibility,
and war, revolution, and insurrection; and investment finance which
provides both direct loans and commercial risk guarantees.
OPIC issued $994.8 million in investment insurance in fiscal 1974,
- a rise from the $649 million issued in fiscal 1973. The financing pro-
gram guaranteed $7.8 million of new investment in the developing
countries and extended $4.4 million in direct lending durlng fiscal 1974.
In fiscal 1973, $5 million in guarantees and $12.7 m11110n in direct loans
were signed.



ADMINISTRATIVE REPORTS

553-554 O - 74 -8






ADMINISTRATIVE MANAGEMENT

Special studies, projects, and programs

The management and planning staffs of the Office of the Assistant
Secretary (Administration) completed numerous studies and projects
and initiated new procedures to strengthen analytic capability and
administrative control, to improve the operation of Treasury activ-
ities, and to respond to new responsibilities.

Office of the Assistant Secretary (Administration).—Responsibility
for the Treasury equal opportunity program, including depositary
bank ¢ompliance, was transferred to the Assistant Secretary (Admin-
istration) from the General Counsel. An analysis of the structure,
staffing, policies, and procedures of the Office of Equal Opportunity
Program led to plans for increased efficiencies in program operations
and a more effective bank compliance program.

An informal self-assessment program was initiated at the request
of the Secretary to encourage heads of bureaus and offices in the Office
of the Secretary to take a candid look at the strengths and weaknesses
within each organization which affect the way functions are per-
formed. The responses brought to light a number of problem areas
that in some cases had been accepted as inherent or unsolvable aspects
of a particular mission. Since several matters involve a number of
different offices within Treasury as well as other agencies with which
Treasury deals, the Assistant Secretary has been designated as coordi-
nator for the corrective actions, and his offices will furnish technical
assistance as requested by program officials. ‘

During fiscal 1974, the Assistant Secretary (Administration) met
monthly with his counterparts in other agencies to discuss common
issues and problems; management staff furnished him support for this
activity, including preparation of administrative issue papers and
participation in two in-depth studies.

Office of the Secretary.—~The basic departmental organization was
restructured to provide a more equitable distribution of responsibil-
ities among senior Office of the Secretary officials and to facilitate
direction and coordination of both operational and policymaking
functions. Major organizational changes included: Delegation of
responsibility to the Under Secretary for supervising operating ele-
ments of the Office of the Secretary ; designation of an Assistant Secre-
tary (Legislative Affairs) ; and designation of an Assistant Secretary
(Trade, Energy, and Financial Resources Policy Coordination).

A study was made of the Office of Revenue Sharing to assess current
operations and to gather information on which to base future policy
decisions and resource allocations.

Departmental.—A study, conducted to assess the status of imple-
mentation of the Bureau of Alcohol, Tobacco and Firearms, estab-
lished July 1, 1972, resulted in recommendations for improving ATF

81
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effectiveness and efficiency and in development of budgetary justifica-
tions for additional Bureau resources.

In addition, a study was made of the Bureau of the Mint to evaluate
organizational effectiveness and to review implementation of recom-
mendations set forth in the 1971 comprehensive management review
of the Bureau. -

The management by objectives (MBO) program was continued in
the Department to identify top priority -objectives, to focus atténtion
on the accomplishment of those specific goals, and to assess perform-
ance through the measurement of the results obtained. Through the
MBO system top management officials are able to track performance
in key programs. Paperwork associated with the MBO system has
been kept to a minimum. MBO has contributed to improved program
effectiveness in Treasury.

The Office of Management and Budget/Civil Service Commission/
General Accounting Office coordinators of the annual productivity
review have repeatedly praised Treasury for its exemplary practices
in the productivity field. Various Treasury bureaus have been cited
for their application of the behavioral science approach to improve
the motivation and productivity of their personnel. Other bureaus
have received praise for their identification and implementation of
capital investments which improve productivity.

Treasury bureaus maintain measurement systems which cover a
large proportion of their man-years (77 percent) comparing favorably
with other Government agencies. These measurement systems provide
managers with a tool to evaluate the results of their actions and to
anticipate the benefits of potential actions.

Adwvisory committee management.—In accordance with Public Law
92463, Federal Advisory Committee Act, effective January 5, 1973,
uniform procedures for establishing and operating advisory commit-
tees within the Department were formulated and refined. As depart-
mental committee management officer, the Assistant Secretary
(Administration) regularly monitored implementation of the control
procedures. ‘

Environmental quality program.—Under the direction of the
Assistant Secretary (Administration), as departmental environmental
quality officer, the implementation of a more structured and compre-
hensive environmental quality program was continued and a revised
version of the departmental procedures for environmental impact
statements was issued.

Technical assistance to foreign governments and officials.—Treasury
continued its close cooperation with the Agency for International
Development in its programs of technical assistance to developing
nations. Customs and tax advisers are working in over a dozen such
countries. In the Treasury itself, orientation, educational, and training
programs are provided on a continuing basis to foreign visitors
referred by AID and other agencies, both governmental and non-
governmental, involving in fiscal 1974 over 100 man-days of such
activity.

Emergency preparedness

The Mobilization Planning Staff met several times with officials
of the GSA Office of Preparedness (formerly the Office of Emergency
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Preparedness), several Federal financial agencies, and Treasury bu-
reau emergency planning officers to clarify and implement new con-
cepts and policies prescribed by OEP for emergency preparedness
planning and operations at the regional level. As a result, the revised
directives on regional continuity of government, organizational ar-
rangements and civil preparedness readiness levels were implemented
by the issuance of Treasury emergency planning circulars to Treasury
bureaus providing policy and guidance concerning regional prepared-
ness requirements and plans for continuity of essential functions.

Arrangements were completed to establish a remote computer-
querying capability at the Treasury’s alternate relocation site. This
would be used for obtaining, from the GSA Office of Preparedness
computer, situation summaries and damage assessment information
concerning the status of Treasury ifacilities throughout the country
in the event of a natural disaster or a nuclear attack.

A comprehensive briefing program was developed for the initial
orientation and instruction and periodic refresher briefing of mem-
bers of Treasury headquarters emergency executive teams regarding
emergency- plans and procedures and their emergency assignments.
This program provides for a briefing and tour of facilities at the
Department’s relocation site for certain key personnel.

Plans and procedures were revised for tﬁe operation and adminis-
tration of the Treasury alternate relocation site in the event of an
emergency relocation. b

Internal auditing

Adequate and qualified staffing of bureau audit functions and in-
creased management and operational audits were established as high-
priority goals in fiscal 1974. The Department’s audit policy was
revised to strengthen OA’s (Office of Audit) central administrative
role, including participation in the selection process for key bureau
auditor positions and extending overview to regulatory and revenue
sharing andit functions at the Customs Service and the Office of Reve-
nue Sharing. .

OA was actively involved in the planning stage for the new Customs
third-party audit program for the regulation of customhouse brokers
and also drawback claimants and others covered by duty-free tariff
provisions. The staff also worked closely with the Office of Revenue
Sharing contractor to develop guidelines for use of government
auditors and independent public accountants in auditing revenue
sharing entitlements.

The Bureau of the Mint reacted favorably to a proposal for estab-
lishing field auditor positions at the Philadelphia and Denver Mints
and the San Francisco Assay Office, and OA helped recruit the audit
staffs. The Bureau of the Public Debt and the Bureau of Alcohol,
Tobacco and Firearms were also encouraged to establish field audit
staffs. ATF received frequent attention through participation in the
recruitment of auditors, visits to industrial plants, and assistance in
developing audit plans.

Direct audit service was provided to the Office of the Secretary,
Cost of Living Council, and Consolidated Federal Law Enforcement
Training Center. Surveys of production flow for coinage metals at
the Denver Mint and San Francisco Assay Office identified oppor-



84 1974 REPORT OF THE SECRETARY OF THE TREASURY

tunities to strengthen accounting control and improve operations.
OA’s first audit of the Exchange Stabilization Fund concentrated on
ways to reduce the workload and strengthen control, with considerable
support provided in resolving day-to-day accounting problems. OA
also collaborated with GAQ in preparing the working capital fund
accounting system design for approval by the Comptroller General.

Continuous liaison was maintained with GAO on matters of mutual
concern including coordinating responses to reports on departmental
activities. In this role, OA helped resolve problems with access to
information needed by GAO 1n auditing Exchange Stabilization
Fund administrative activities.

Financial management

Budgeting—Budget staff continued to develop policies and pro-
cedures and to direct and coordinate the formulation, justification,
and presentation of appropriations for budget estimates which totaled
almost $38 billion in fiscal 1974. The amount includes $1.9 billion for
operating appropriations, $29.7 billion for public debt and other
interest and miscellaneous accounts, and $6.1 billion for genéral
revenue sharing.

During fiscal 1974, the budget staff :

(1) Established and maintained controls on expenditures, number
of personnel on roll and motor vehicle fleet to comply with limitations
and directives prescribed by OMB.

(2) ‘Gave special budgetary consideration and emphasis—including
the preparation of requests for budget amendments and supplemental
appropriations, and reimbursements—to programs of special concern
to the administration. These included the budget amendment to reflect
the transfer of funds and positions from the Office of Emergency
Preparedness to Treasury to support the Deputy Secretary of the
Treasury as Chairman of the Oil Policy Committee, and supplemen-
tal appropriations for increased protection of foreign missions by
the U.S. Secret Service. Supplemental funds were processed to cover
postage increases, increases for the Government’s share in health
benefits, and increases in the costs of supplies.

(3) Obtained supplemental appropriations for the cost of pay
increases authorized by Executive Orders 11691 and 11739, wage board
actions, and administrative actions amounting to $113.6 million. A
total of $11.9 million of the increased costs was absorbed by applica-
tion of management savings, reimbursements, and use of budgetary
reserves.

(4) Assisted in and facilitated the financial aspects of the re-
organized Fiscal Service, consolidating the functions of the Bureau
of Accounts and Office of the Treasurer of the United States (except
the immediate office of the Treasurer and*the Securities Division) to
form the new Bureau of Government Financial Operations.

(5) Assisted in the preparation and presentation of budget requests
for funds totaling over $3 billion to be appropriated to the President
for the TU.S. share to the international financial institutions
of which the Secretary of the Treasury serves as a Governor. Of this
total, $2.2 billion represents an additional appropriation necessary
for maintaining the value of the holdings of U.S. dollars by these
institutions under the 1973 revaluation of the dollar.
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Accounting systems.—Efforts to maintain and strengthen the ad-
ministrative accounting systems of the Department were continued.
Administrative accounting systems for the Bureau of Alcohol,
Tobacco and Firearms; the Office of the Secretary, working capital
fund; and the Internal Revenue Service, Federal tax lien revolving
fund, were designed, submitted to, and approved by GAOQO. All ad-
ministrative accounting system designs -in the Treasury now stand
officially approved as being in conformance with the prescribed
principles, standards, and related requirements of the Comptroller
General. Thus, Treasury and three other departments (of a total 11
(eixecutive departments) have successfully concluded such status to

ate.

Staff efforts are now being concentrated toward developing im-
proved accounting automation to enhance timeliness, quality, and re-
sponses to management in the areas of budgeting and financial
reporting. Culmination of these efforts should provide a significant-
Impact on long-range planning, budget formulation capabilities, and
execution processes with regard to managing appropriated resources.

Personnel management

The Secretary announced the initiation of an intensified upward
mobility program. The program is aimed at opening meaningful
careers to employees in dead-end positions at the lower grades through
counseling and specialized vocational training ranging from basic
skills improvement to professional courses at the university level.

An affirmative action plan for Treasury on employment of handi-
capped individuals was prepared pursuant to Public Law 93-112.
The plan establishes policy and sets forth specific action items to
be completed during fiscal 1975.

During the year sustained progress was made in developing and ex-
panding managerial and professional capabilities of executives and
those identified as having high potential for executive assignment.
Twenty-five managers and executives attended the Civil Service
Commission Federal Executive Institute at ‘Charlottesville, Va., and
over 200 attended the various 2-week programs of the Executive
Seminar Centers. :

A new supergrade position management system is now in operation
which permits the most effective utilization of supergrade positions on
a Department-wide basis. '

A new staff organization, Personnel Management Evaluation, was
established and staffed within the Office of Personnel in February
1974, This staff wiil carry out the Department’s responsibilities as
set forth in the Presidential memorandum of October 9, 1969, which
are to establish and maintain a system for the assessment and im-
provement of the effectiveness and efficiency of the Department’s
utilization of human resources.

Labor relations activity within the Department continued to com-
mand top management attention. Exclusive recognition was granted
two new bargaining units of some 500 employees, raising the total
-of organized employees within the Department to over 70,000, or
65 percent of the work force. Over 32,000 employees were affected
by the negotiation of two new agreements and the renegotiation of
three others.
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Other major labor relations program developments included (1)
the completion of an in-depth self-evaluation by the bureaus of their
labor relations programs; (2) the presentations to the Federal Labor
Relations Council of recommended revisions of Executive Order
11491, as amended; and (3) the relaxation of departmental require-
ments in several personnel areas to better enable bureau management
to respond to legitimate union and employee concerns in these areas.

A revised Personnel Security Manual was issued. Also issued was
a revised set of instructions for conducting personnel security in-
vestigations pursuant to Executive Order 10450.

Procurement and personal property management

During fiscal 1974, the negotiation of 35 blanket purchase agree-
ments for office machines and miscellaneous supplies for use by all
Treasury bureaus provided a savings in excess of $130,000. The con-
solidation of Treasury requirements for 423 undercover law enforce-
ment vehicles, procured through GSA, resulted in a significant dollar
savings over separate procurement methods and an improved quality
of vehicle. Average price was below $3,000.

Treasury’s personal property transactions during fiscal 1974 in-
cluded the reassignment within Treasury of property valued in excess
of $800,000; transfer of personal property valued in excess of $1 mil-
lion to other Federal agencies for their use; and the donation of per-
sonal property valued at approximately $700,000 no longer needed by
the Federal Government for use by State organizations and nonprofit
groups. Treasury also obtained, without cost, personal property valued
at over $2 million from other Federal agencies.

Real property management

In fulfilling an urgent requirement to house the newly created
Federal Energy Administration, a portion of the Post Office Building
in Washington, D.C., acquired by Treasury last year, was reassigned
to FEA. The planned relocation of some Treasury elements to the
Post Office Building has been delayed, but the Bureau of Alcohol,
Tobacco and Firearms has been housed in its permanent quarters in
tShe building, along with some elements of the Internal Revenue
Service. ;

The Bureau of the Public Debt’s new office building in Parkersburg,
W. Va., which will consolidate its Chicago and Parkersburg activities,
is scheduled for completion in November 1974. The new microfilm
depository located in Ravenswood, W. Va., is expected to open in
July 1974 :

Bureau of the Mint activities in Washington, D.C., have been con-
solidated and are housed in the Warner Building.

Construction of the new Denver Mint on a site to be furnished by
the city of Denver was restrained when the city was unable to fulfill
its agreement to convey the necessary property to the Government.
An environmental impact statement citing the possible use of either
the Denver Federal Center or the Park Hill Golf Course as the site
of the new mint has been filed. A site location decision will be made.
in July 1974 based on public response to the statement.

Consolidation of the US. Customs Service at Columbia Plaza ex-
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perienced delays, which precipitated an alternative GSA plan to house
Customs in the Main Labor Building. The utilization of this Federal
building, contiguous to other Treasury activities, is consistent with
the Department’s collocation and consolidation goals. o

The Main Treasury Building, one of Washington, D.C.’s historic
landmarks, has undergone substantial repairs and will continue to do
so. Projects to renovate the roof and to install air conditioning on
~ the fifth floor are essentially complete.

Printing management

During fiscal 1974 the Treasury printing staff took over the printing
support for the Federal Energy Administration until that newly estab-
lished office was able to produce its own work. The printing support to
the Cost of Living Council was terminated on a gradual basis during
the last quarter of the fiscal year. Treasury will continue to furnish
printing support to the Ofiice of Economic Stabilization.

GSA has awarded a contract for the renovation and refurbishing
of space in the subbasement of the Treasury Annex to house the Treas-
ury consolidated printing plant.

Physical security

On July 9, 1973, Secretary Shultz signed Treasury Department
Order No. 160, Revised, which delegated authority for implementation
of Executive Order No. 11652, as amended, and the National Security
Council Directive of May 17, 1972. Treasury Department Order No.
160, Revised, was issued as an appendix to Title 31, Code of Federal
Regulations, Subtitle A, Part 2, entitled “Classification, Downgrading,
Declassification and Safeguarding of National Security Information
and Material.” Both of these were transmitted throughout the Depart-
ment via Treasury Administrative Circular No. 242, dated August 16,
1973. Administrative Circular No. 242, Supplement No. 1, October 3,
1973, and 'Supplement No. 2, June 25, 1974, entitled “National Security
Information Report Requirements,” established within the Depart-
ment reports as required by the Interagency Classification Review
Committee, National Security Council.

Telecommunications

After 2 years of negotiations with GSA and the Chesapeake and
Potomac Telephone Co., the Treasury telecommunications staff ob-
tained GSA’s concurrence in converting Treasury’s telephone system
to Centrex II service. The first significant phase in the conversion
is expected to occur in July 1974. Plans call for the conversion to
be completed in fiscal 1976, when new attendant facilities will be
installed in the first floor vault area of the Main Treasury Building
and the Treasury system becomes operative as an independently oper-
ated and managed, but integral, segment of the Metro Centrex System.

During fiscal 1974, significant progress was made in the planning
for an automated telecommunications facility at Main Treasury. Im-
plementation of this project will provide an automatic message han-
dling and distribution facility for Treasury and a centralized on-line
interface with all bureaus and many other Government agencies.

Studies were completed in fiscal 1974 on the FTS intercity voice
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service confirming that there are no effective administrative control
measures to stem the rapidly escalating volume of long-distance calls
being placed over the FTS system. The studies show it would be
worthwhile for an agency to use an alternate means of intercity calling
with more effective control capability in order to compare the two
methods. _ .

In fiscal year 1974, Treasury joined the Departments of Justice,
Interior, and Transportation in coordination of law enforcement
telecommunications planning. The Office of Telecommunications Policy
requires that planning in the same mission area which crosses agency
lines must be coordinated to avoid duplication and waste. Treasury
has initiated action to establish a similar financial or fiscal mission
area group.

The Treasury telephone system was expanded by the addition of a
2,000-line subsystem to serve activities relocating to the Post Office
Building at 1200 Pennsylvania Avenue. Also, message and data facili-
ties of the Main Treasury Telecommunications Center (MTTC) were
expanded to meet an increased workload and changing requirements.
Equipment was replaced or modified to provide a more versatile
capability, and secure circuits were added to two bureaus.

Energy conservation

With the rapid acceleration of the energy conservation program,
new procedures and requirements were implemented to assure a cohe-
sive coordination of departmental objectives. Some problems were ex-
perienced in the law enforcement area where it was not operationally
feasible to totally accomplish mileage reduction goals.

Paperwork management

The Department established its new Treasury paperwork manage-
ment program, which seeks to improve each substantive element of
paperwork management and use all elements in a coordinated, in-
tegrated systems application to operational processes and problems.
The program emphasizes improvement of management and operations
of the Department through improved paperwork standards and sys-
tems, and the generation of savings for use in high priority activities.
A newly established Paperwork Management Forum, consisting of
the paperwork management officers of all the Treasury bureaus, will
provide an excellent vehicle for Department-wide participation in de-
velopment and execution of the program:

International operations support

_ Full responsibility for logistical support of international operations
including overseas trips and representational functions has been as-
signed to the Assistant Director for General Services. Treasury’s in-
creased role in international affairs has increased the need for support
of official receptions and other similar functions.

Safety

Treasury continued to maintain a low disabling injury frequency
rate during 1973. The Department’s rate, based upon internal reports,
was 2.7 injuries per million man-hours worked. This compared favor-
ably with the all-Federal rate of approximately 6.0.
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Treasury Historical Association

The first meeting of the Board of Directors and of the membership
of the newly established Treasury Historical Association was held on
March 8,1974. The Board elected Mr. Edward C. Schmults, Chairman
Mr. Robert R. Fredlund, President ; and Mr. John Verkouteren, Treas-
urer. Mr. Sid Sanders was designated Executive Secretary. The
Board has adopted the Articles of Incorporation and the By-Laws.
Former Secretary Shultz has expressed his support toward this new
association.

BUREAU OF ALCOHOL, TOBACCO AND
FIREARMS

The Bureau of Alcohol, Tobacco and Firearms (ATF) is charged
with regulating four industries—alcohol, tobacco, firearms, and ex-
plosives. The Bureau is staffed with 1,600 law enforcement officers who
enforce criminal laws relating to those industries, and 800 inspectors,
who are regulatory officers.

To accomplish 1ts mission, ATF has 3,700 employees. The primary
task of ATF law enforcement officers is in the enforcement of Federal
gun control laws, particularly in attempting to keep guns from crim-
Inals and would-be criminals.

Traditionally, the Bureau’s primary goal was to eliminate the man-
ufacture and sale of illicit liquor, which defrauds the Federal revenue
of potential taxes. '

During the 1930, as a result of the misuse of certain types of fire-
arms by the criminal element, Congress passed the National Firearms
Actand designated enforcement responsibility to the Internal Revenue
Service, Alcohol Tax Unit, the forerunner of the Bureau. Thus, when
the Federal Firearms Act, which regulated the interstate commerce
XleiiI"earms, was passed in 1942, enforcement responsibility was given
_ Inthe 1960’s, the assassination of a President, a Senator, and a prom-
inent civil rights leader prompted Congress to pass the Gun Control
Act of 1968, which encompassed the National Firearms Act and the
Federal Firearms Act and added many controls not contained in the
previous statutes. Since then, the primary efforts of ATF have been
directed at controlling the flow of firearms to keep them out of the
hands of criminals.

A more recent mission originated with the passage of title XT of the
Organized Crime Control Act of 1970, which regulates explosives.
Regulatory and enforcement jurisdiction of explosives also were
awarded to ATF.

During fiscal 1974, the Bureau collected $7.5 billion in excise taxes
on alcohol and tobacco products. These taxes are the second largest
source of revenue to the United States, following personal and corpo-
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rate income taxes. This tax administration is the major function of
the Office of Regulatory Enforcement.

Criminal enforcement

The Office of Criminal Enforcement intensified its efforts to prevent
the flow of firearms and explosives into the hands of criminals by im-
plementing several new programs designed to cut off their sources of
supply during fiscal 1974. These included a truck theft reporting pro-
gram and a program of firearms tracing in selected cities.

In addition, the fight against the manufacture and distribution of
illicit whiskey was continued, as was the program of providing assist-
ance to State and local law enforcement agencies in their fight against
crime. ATF activities covered a broad spectrum during the fiscal year.
ATF solved bombing cases, broke up criminal gun rings, further de-
feated illicit liqguor manufacturers, bottled up sources of firearms des-
t%ined for Northern Ireland, and broke up gangs of motorcycle-riding

elons. ‘

ATF established liaison with several foreign governments and
reached agreement with Mexicc in firearms matters.

Special agents completed 5,550 prosecutive criminal cases of all
types ranging from bombings to felons in possession of firearms; ar-
rested 4,995 persons; seized 4,414 firearms, 4,415 pounds of explosives,
and 38,756 gallons of illicit whiskey ; and assisted other agencies.

Explosives program.—The Bureau’s efforts primarily are directed
toward preventing the acquisition and misuse of explosives by the
criminal element. Most of the criminal investigations under this pro-
gram have been of actual or attempted bombings, and investigations of
explosives thefts.

In December 1973, ATF and Virginia State Police investigated a
bombing in which the Commonwealth Attorney, Montgomery County,
Va., was mutilated. A convicted murderer released from prison 5 days
before the bombing was arrested.

In October 1973, special agents in Toledo, Ohio, working with local
officers, arrested three persons for the theft of 966 pounds of explosives
from a storage magazine and recovered almost all of the explosives.
The arrested thieves intended to trade the explosives for drugs.

Lllicit fireworks plants—1It became apparent in 1972 that the manu-
facture and distribution of illicit fireworks was becoming a serious
national problem. ATF estimates that it is a multimillion-dollar an-
nual business which places illegal and unsafe fireworks in the hands
of the public and defrauds the U.S. Government of taxes through un-
reported income.

In December of 1973, a nationwide program was begun to coordinate
information in headquarters concerning trafficking in and the manu-
facture of illicit fireworks in the United States. Through the explosives
laws, ATF exercises control over most fireworks industry activities.

Agents have found that the methods of operation of fireworks viola-
tors are much like those of illicit whiskey manufacturers and distribu-
.tors. The investigations of these violations have much similarity to the
investigation of bootleggers. Information obtained from informers and
from special agents who have worked on this type of violation indicates
that most of the plants are established through a conspiracy of persons
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who bankroll the operations as well as assist in establishing factories
and supplying raw materials and the required expertise.

Whije the illicit fireworks business is spread throughout the Nation,
most of it is centered in the Midwest. One of ATF’s more notable
cases occurred in Huntley, I1l., when the owner of a fireworks com-
pany was charged with unlicensed manufacturing of explosives and
with storage violations. In a second case, an illicit plant was seized in
an abandoned farmhouse near Richland, Mo. More than 400,000 M-80
casings were seized.

Firearms program.—Criminal enforcement of the Gun Control Act
of 1968 is directed at keeping firearms out of the hands of criminals,
and providing assistance to Federal, State, and local governments in
t{lleir fight against crime and violence, two of the stated purposes of
the act.

During fiscal 1974, special agents continued to make application and
compliance investigations of licensees to assure that business was being
conducted in accordance with law and regulations, and that record-
keeping by licensees was meaningful and useful. More than 30,000 of
these inspections were made. These activities are necessary to prevent
criminals from obtaining firearms from licensees, and to permit the
successful tracing of firearms. .

Project I was launched July 1, 1973, to determine crime gun sources,
flow patterns of crime guns nationwide, types of handguns involved
in crime, and to provide investigative leads to those firearms dealers
and criminals unlawfully obtaining, selling, and using firearms. The
project was initiated in New York, Detroit, Atlanta, and New Orleans.
For a 6-month period, all handguns found at crimes by the police de-
partments in these cities were traced by ATF, resulting in more than
60 Federal cases being recommended for prosecution.

The tracing of 4,537 guns in the initial phase of this project revealed
that 70 percent of the handguns used in crimes in these four major east-
ern cities were low caliber, inexpensive, small handguns, the so-called
“Saturday Night Specials.”

In February 1974, the project was extended to Oakland, Kansas
City, Dénver, and Dallas. In fiscal 1975, the project will encompass
Philadelphia, Minneapolis-St. Paul, Seattle, and Dade County, Fla.

Under the interstate firearms theft reporting program, common
carriers are requested to report all thefts and losses of firearms ship-
ments to ATF. The program began on a nationwide basis Septem-
ber 1, 1973, and is intended to eliminate firearms shipments as another
source of firearms for criminals. During fiscal 1974, 820 theft or loss
reports involving approximately 7,600 firearms were made to the
Bureau. ATF, working alone or in conjunction with other agencies,
recovered 900 of these. More than 500 firearms were found to have
been lost and subsequently were located by the carrier. ATF prepared
15 criminal cases involving 26 defendants. Seventeen defendants were
employed by the carrier.

In addition to the concerted effort to trace firearms under Project
I, the Bureau continued its task of tracing firearms used in crimes
through the ATF National Firearms Tracing Center. The traces are
performed by personnel in the Technical Services Division and by
field special agents generally at the request of local police. More
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than 17,000 traces were completed successfully during the fiscal year,
with requests for traces up 16C percent from the previous fiscal year.
Many traces are instrumental in the solution of serious crimes, such
as murder, robbery, and burglary.

The recurring illegal exportation of firearms, ammunition, and
explosives from the United States to Mexico has created serious prob-
lems for both Governments. ATF has attempted to cut off this flow
since 1970. The approach has been to identify, prosecute, and revoke
licenses of those firearms dealers involved in gunrunning on the Mex-
ican border.

At an international traffic-in-arms conference held in Mexico City
in March 1974, Customs and ATF personnel and the Attorney Gen-
eral of Mexico reached an agreement to share intelligence to curtail
this illegal exportation. Intelligence sources have indicated that many
of the exported weapons are exchanged for narcotics, which then are
smuggled into the United States. ATF is closely associated with the
Customs Service in these investigations. A 3-month investigation late
in 1973 resulted in the arrest of a Nicaraguan national and seizure of
66 M—-1 carbines at the international border near San Ysidro, Calif.,
and Tijuana, Mexico. The subject and five other Nicaraguans were at-
tempting to move the firearms to Nicaragua.

The disorder in Northern Ireland has caused British authorities to
request ATF assistance in attempting to stop the shipment of firearms
from the United States to Northern Ireland. Besides tracing many
firearms seized by British authorities, ATF agents have successfully
completed several criminal investigations resultlng in prosecution of
Irish Republican Army sympathlzers In one case, six IRA suppliers .
were arrested by ATF special agents for illegally transporting 70 Colt
AR-15 semiautomatic rifles from Mar’yland to New York. These per-
sons were indicted on April 2, 1974, on 23 counts charging various
violations of the Gun Control Act. In May 1974, the defendants were
convicted for conspiring to illegally purchase and ship 158 AR—15
rifles to the TRA.

ATF is involved in similar projects in Jamaica and Haiti, havmg
been requested to furnish assistance in stopping the export of firearms
to those countries. ATF representatives attended a conference in
Jamaica in April 1974 with the U.S. Customs Service and the Drug
Enforcement Administration. Plans were made to include Jamaica
in Project I. Between April and June 1974, the first trace requests
were received from the Jamaican police.

Illicit liguor program.—During fiscal 1974, a total of 95.401 man-
days were devoted to illicit liquor enforcement resulting in the seizure
of 1,254 illicit distilleries, 678,756 gallons of m'«lsh, and 38,756 gallons
of illicit liquor. These 1nvestwat10ns resulted in 1,599 arrests. These
enforcement actions averted a tax fraud against ‘the Federal Gov-
ernment of $7.5 million.

Despite a gradual decline in illicit liquor traffic, ATF agents have
found the modern bootlegger to be sophisticated and engaged in
interstate conspiracies involving long-distance distribution.

Legal liquor enforcement program.—Most investigations and in-
spections of the legal liquor industry are conducted by Regulatory
Enforcement. However, when criminal violations are involved, the
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Office of Criminal Enforcement joins Regulatory Enforcement in a
joint investigation. Such an investigation of liquor wholesalers in
Maryland, completed in late 1973, revealed that during a 2-year pe-
riod, 13 major wholesalers in Maryland disposed of approximately
51,500 gallons of liquor without records of disposition.

State assistance—~ATF agents have close relationships with State
and local law enforcement officers. ATF traced guns for 2,000 State
and local law enforcement agencies in fiscal 1974. There are more
requests for assistance in explosives investigations as they become
more aware of ATF expertise and availability. Many cases are worked
by ATF alone or side-by-side with local officers.

ATF provides training to local police departments in various phases
of law enforcement and in ATF functions and availability. Financial
assistance is provided by the Law Enforcement Assistance Adminis-
tration. '

When information is revealed during an investigation concerning
another crime under the jurisdiction of another agency, special agents
make referrals to that agency. During fiscal 1974, ATF made 9,669
such referrals.

Typical of ATF assistance to other law enforcement agencies is a
case in Tennessee. ATF, which was involved in an undercover investi-
gation, learned that a large number of stolen gambling machines were
available for sale. Working with two city police departments and the
FBI, ATF arranged the purchase of 50 of the stolen machines and
used an ATF aircraft to locate the storage place of 100 more stolen
gambling machines and other stolen property, which was seized by
the FBI, accompanied by ATF special agents.

In Dallas, Tex., ATF undercover agents purchased a quantity of
firearms from a convicted felon and were asked by him to join in an
armed robbery of the residence of a Dallas auto dealer, who kept a
$100,000 coin collection at his residence. On the day of the attempt,
four persons were arrested by ATF agents and Dallas police officers
waiting at the auto dealer’s home.

In a referral, special agents discovered during a firearms investiga-
tion that the subject of the investigation was wanted for the attempted
murder of a police officer. His current address was furnished to the
local police, and he was apprehended and charged.

Other enforcement activities—Several major objectives were
reached in fiscal 1974 in the Bureau’s anti-organized-crime efforts.
Representatives continued to be assigned to strike forces in 17 metro-
politan areas although supervision was decentralized. Strike force
representatives were assigned to the Southeast and Southwest Regions
to insure coordination of organized criminal activities in those regions.
Field personnel have accelerated referrals of intelligence relating to
significant organized criminals to the Department of Justice cen-
tralized intelligence network.

'ATF published its.definition of organized crime as: “Any large con-
tinuous criminal activity which has significant impact upon a com-
munity, region or an area of our country.” This definition has enabled
the Bureau to target significant groups of violators of laws enforced
by ATF.

The Bureaun’s enforcement efforts directed at the possession and mis-
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use of firearms and explosives by outlaw motorcycle gangs are centered
in Operation OMEGA. This program began in February 1973, with
the intent: that ATF field offices would apprehend and prosecute indi-
vidual members of outlaw motorcycle gangs violating ATF-enforced
laws. In fiscal 1974, all available criminal intelligence on outlaw gangs
was collected and transmitted to headquarters for evaluation and
appropriate dissemination to field offices and other concerned agencies.

During fiscal 1974, more than 400 outlaw motorcycle gangs with a
total membership of approximately 4,500 persons were identified.
Numerous arrests of officers and gang members were made, including
identifiable organized crime subjects having illicit business affiliations
with gang members. Extensive intelligence collected on the high
incidence of narcotic trafficking by OMEGA targets was referred to
the Drug Enforcement Administration.

In May 1974, ATF seized 64 firearms in Dayton, Ohio, from the
owner of a motorcycle parts business who deals with outlaw motor-
cycle gangs. This person previously was convicted of firearms viola-
tions that involved the seizure of more than 300 firearms by ATF.

In a Massachusetts case, a member of an outlaw motorcycle gang
purchased 12 shotguns and rifles with ammunition, making false state-
ments to a licensed dealer when he did 'so. In May 1974, ATF agents
arrested this person and seized the 12 firearms and the ammunition at
his residence. _ .

Treasury enforcement communications system (TECS).—In
December 1972, the Bureau joined other Treasury enforcement
agencies to form TECS, a nationwide communications network linking
all Treasury enforcement terminals. The system contains a data base
ATF utilizes as a central summary index, referring queries to all
available intelligence files related to any subject.

By October 1973, ATF established a data base of sufficient size to
support its field offices. ATF entered 28,218 records into TECS during
the fiscal year which included: All persons and corporations granted
or denied relief from Federal disabilities regarding firearms and
explosives, major traveling criminals, gun-tracing information, sig-
nificant and sensitive investigations, an authentication-locator file for
all ATF employees, and location data on all explosives incidents in the
United States.

ATF had made 117,153 queries of the TECS data base by the end of
the fiscal year. In fiscal 1975, all Federal Alcohol Administration Act
permittees, National Firearms Act special occupational tax stamp
holders and firearms registrants, and Mutual Security Act registrants
will be entered. The TECS system contains appropriate access controls
to prevent any unauthorized disclosure.

Programs planned for fiscal 1975.—A new Bureau program, the
significant criminal program, will be implemented in fiscal 1975. This
comprehensive and selective enforcement program will establish cri-
teria for identification of firearm and explosives violators who present
the greatest immediate threat to society on a local and district basis.
Once these major criminals are directly identified, ATF will concen-
trate its efforts toward their apprehension and will assist State and
local agencies toward the same goal.

The changing priorities of ATF law enforcement, due to the re-
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sponsibilities designated in the Gun Control Act of 1968, the Omnibus
Crime Control and Safe Streets Act of 1968, and the Organized Crime
Control Act of 1970, have dictated a change in investigative techniques.

In the past, undercover activity, an integral part of the majority
of ATF investigations, has been-handled locally. A new tactical support
program will be instituted to identify, select, and train special agents
who have a capability and desire for undercover work. These men will:
then be assigned to assist other field agents when a highly trained
undercover agent is needed.

Regulatory enforcement

Through the Office of Regulatory Enforcement, the Bureau collected
more than $7.5 billion in taxes on distilled spirits, beer, wine, and
tobacco products during fiscal 1974. Regulatory Enforcement took
the lead in major Bureau projects dealing with metrication of wine
and distilled -spirits containers, changes in supervision of distilled
spirits plants, and ingredient labeling for alcoholic beverages. These
projects, together with the assumption of firearms and explosives in-
spections formerly conducted by Criminal Enforcement, and changes
in regulatory requirements for distilled spirits plants records and
reports, have addéd new dimensions in public accountability and
efficiency.

Revenue protection.—In fiscal 1974 the Bureau undertook a study
of the laws and regulations governing the legal liquor industry. The
purpose was to find a way of eliminating requirements for the Federal
Government to maintain joint custody with the distilled spirits plant
proprietor of untaxpaid spirits stored in bonded premises. Complete
elimination of the joint custody concept will require changes in the
law, and the Bureau has developed proposals for Government super-
vision by regulation, leaving such regulation to the discretion of the
Bureau. However, the Bureau can, under the present law, make certain
changes that would soften the joint custody concept and allow savings
to the Bureau of 27 man-years in supervision duties at plants.

During fiscal 1974, the Bureau fully implemented a records and
reports simplification program dealing with production and ware-
housing of distilled spirits. The Bureau plans to implement a similar
simFliﬁcation program for distilled spirits plants records and reports
dealing with taxpaid bottling and statistics in fiscal 1975.

The Bureau approved alternate denaturants because of energy crisis-
related shortages of petrochemicals needed for industrial alcohol
production and denaturation. In addition, the Bureau approved the
recovery of denatured alcohol by other than original users. As a result
of these measures and numerous spot approvals of other methods of
operations, the projected negative effects of the energy crisis were
softened, and many domestic industries dependent on industrial alcohol
have continued to operate.

Trade practice enforcement.—The Bureau made a concentrated effort
in training inspectors in detection of unfair trade practice violations
and development of cases. ATF accepted a total of $477,500 in offers
in compromise for trade practice violations of the Federal Alcohol
Administration Act in lieu of taking criminal or civil actions. In some
instances, operating permits were suspended.

553-554 O - 74 -9
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Consumer protection.—Because of consumer interest and with the
cooperation of the Food and Drug Administration, the Bureau plans to
issue in fiscal 1975 regulations to require that ingredients used in the
production of alcoholic beverages appear on the labels.

Although the alcoholic beverage industry generally seeks to keep
its advertising profile low key and reserved, some industry members
believe they should be allowed to advertise in the same manner as soaps,
soft drinks, automobiles, and other consumer products. In the active
and often controversial area of advertising, the Bureau has noted
during fiscal 1974 more money that is being spent on advertising cam-
paigns directed at young adults and college students, particularly in
the advertising of wines, pop wines, and malt beverages. The Bureau
stops or tones down campaigns which use themes relating to sex,
sensualism, drugs, and themes subject to ribald humor. In fiscal 1974,
the Bureau accepted a total of $14,500 in offers in compromise for
unfair advertising violations of the Federal Alcohol Administration
Act, in lieu of taking criminal or civil actions.

ATF specialists processed approximately 900 formula applications
for rectified beverage products and 300 formula applications for wine
products. The formulas are reviewed for completeness and compliance
with regulations promulgated under the Internal Revenue Code (26
CFR), the Federal Alcohol Administration Act (27 CFR), and the
Federal Food, Drug and Cosmetic Act (21 CFR). The Bureau was
particularly interested in formula submissions for the production at
distilled spirits plants of wine-based alcoholic beverages containing
less than 7 percent alcohol by volume with added water and flavorings,
which may generate a new product classification.

More than 65,000 alcoholic beverage labels for distilled spirits, recti-
fied distilled spirits, wines, wine products, beer, and other malt bever-
ages were received and processed in fiscal 1974. The Bureau formu-
lated a written record of administrative policies and definitions for
appellations of origin, varietal designations, estate and chateau bot-
tling, and in viticultural areas for wines.

In April 1973, representatives of the alcohol beverage industries
conferred with ATF about the possibility of adopting metric sizes for
containers. The consensus was that U.S. industry should adopt inter-
national sizes rather than metrication of our present sizes, and that
such conversion would benefit international trade.

A public hearing on proposed regulations to require metric sizes for
wine and to establish standard case sizes was held on June 11, 1974,
The Bureau plans to publish final regulations and implement the wine
metrication proposals during fiscal 1975. It also plans to conduct a
public hearing on distilled spirits metrication proposals, and to imple-
ment the proposals in the latter part of fiscal 1975.

Environmental protection.—Because the Bureau is responsible for
participation in enforcement of environmental legislation with the
Environmental Protection Agency and the Council on Environmental
Quality, it developed a handbook for Bureau personnel to be followed
in carrying out ATF’s responsibilities under the National Environ-
mental Policy Act of 1969 and the Federal Water Pollution Control
Act, as amended.

Firearms and ewplosives—Prior to fiscal 1974, the firearms and ex-
plosives inspection programs were principally the responsibility of
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Criminal Enforcement. When this program is fully implemented in
fiscal 1976, Regulatory Enforcement will be required to complete ap-
proximately 81,000 application inspections and an estimated 51,000
inspections yearly to verify compliance with the law and regulations
dealing with firearms and explosives. )

Data processing.—There are approximately 169,000 firearms licens-
ces and 5,000 explosives licensees and permittees. During fiscal 1975,
the Bureau plans to develop ADP programs to be used in conjunction
with firearms licensee and explosives permittee registers. A significant
benefit of such programs would be the production of licensee and
permittee mailing tapes from the data bank of the ATF computer.

Tobacco products—The little cigar-cigarette situation was resolved
by ATF which issued a ruling to update criteria for determining
whether a tobacco product is a cigar or cigarette for tax purposes. This
ruling also clarified marking requirements for packaging material for
small cigars, and provided for examination of marketing material and
advertising to assure the product is clearly presented to the consumer
as a cigar and not as a cigarette.

Technical and scientific services

ADP services.—The IRS Data Center in Detroit continued to sup-
port ATF in preparing ATF paychecks and maintaining a property
inventory control through the property accountability and recording
system. The Data Center brought to operational capability the manage-
ment information system for criminal enforcement cases.

The IRS service centers continued to provide address tapes for all
firearms dealers licensed by ATF. Minor support in other areas is
provided by GSA.

With the acquisition of the remote job entry (a terminal to connect
to the computer center in the Office of the Secretary), ATF will begin
in fiscal 1975 some of its ADP functions. Planning and systems devel-
opment are designed to provide ATF an operational ADP system by
fiscal 1979.

Technical services—The Bureau is responsible for registering im-
porters and controlling the importation of all implements of war under
the purview of the Mutual Security Act of 1954. ATF is also responsi-
ble for acting on applications to import firearms and ammunition
under the Gun Control Act of 1968. During fiscal 1974, 19,383 appli-
cations were approved and 534 were disapproved. The disapproved
applications included 36,705 firearms valued at more than $1.5 million.

_ATF maintains a firearms reference collection of more than 3,000
different models of firearms, which serves as a research and reference
library for the Bureau and other Federal agencies. The collection is
used to make comparison studies in preparing for court testimony;
make import determination, e.g., whether or not a firearm is designed
chiefly for sporting purposeés; assist in the search for serial numbers
of firearms and to i1dentify brands for traces; provide instruction in
firearms identification; and to make curio and relic determinations.

ATF exercises control over the importation, exportation, registra-
tion by State and local government entities, manufacture and transfer
between owners of all devices described as nonsporting weapons such
as short-barreled shotguns and rifles, machineguns, bombs, and gre-
nades. ATF also maintains the National Firearms Registration and
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Transfer Record, which is the control file for these weapons. This
registry provides the information needed to support Criminal Enforce-
ment activities and provide expert court testimony. A total of 2,920
certifications were prepared during the last year to be used as docu-
mentary evidence In Investigations of possible criminal violations
involving NFA weapons.

The ATF National Firearms Tracing Center traces firearms from
the manufacturer or the importer to the wholesaler to the retailer to
the first retail sale. In fiscal 1973, 12,709 trace requests were received
from ATF agents, State and local law enforcement agencies, and other
Federal agencies. During fiscal 1974, 30,995 traces were requested of
which 18,005 (58 percent) were from State or local agencies.

Support of investigations by State, local ATF and other Federal
agencies is provided by the explosives tracing program. During fiscal
1974, 48 investigations for State and local agencies and 301 ATF
Federal investigations were supported by explosives traces.

Criminal bombings in recent years have made the misuse of explo-
sives a major national problem. Within the last 2 fiscal years, ATF
‘agents participated in more than 1,200 explosives investigations, and
the ATF laboratory analyzed evidence from more than 2,000 explo-
sives cases.

At présent, there is no means to trace explosives once they are
removed from their original containers or from their residue after
detonation. Asa result, ATF initiated an explosives tagging program.
This is an 18-month development program which will be fully im-
plemented as funds become available. ATF is coordinator of all U.S.
efforts in this program and is providing administrative support. Eight
foreign countries have expressed interest in participating in the pro-
gram once the technique has been developed.

ATF provides the public with a variety of technical pamphlets and
publications relating to alcohol, tobacco, firearms, and explosives. In-
formation contained in these publications involves the public’s rights
or duties, industry regulations, and new interpretations and positions
taken by ATF. These publications include The Explosives List, the
Monthly and Cumulative ATF Bulletin, Published Ordinances Fire-
arms, and Questions and Answers concerning the Gun Control Act.

Scientific services—ATF laboratories provide technical and scien-
tific support to the Bureau with the laws and regulations administered
by ATF. In addition, the laboratories assist without charge any re-
questing State and local law enforcement agency.

ATF Scientific Services has the Nation’s most complete ink library
which includes more than 3,000 domestic and European ink standards.
This ink library is used to identify and date inks on questioned
documents.

ATF firearm and toolmark examiners, involved actively in the Bu-
reau’s law enforcement efforts, annually complete about 200 cases.

ATTF laboratories also offer a wide range of document examination
services such as handwriting identification, typewriting identification,
watermark examinations, and deciphering obliterated writing. During
fiscal 1974, more than 1,100 cases, including more than 29,000 docu-
ments, were processed.

ATF continued in the forefront in the development of voiceprint.
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The headquarters laboratory voice identification program is presently
processing about 70 cases annually.

The photography laboratory handles both still photography and
sound motion picture photography. A sound motion picture of the
signing of the U.S.-U.S.S.R. trade agreement was made by ATF and
presented by the Secretary of the Treasury to a Russian diplomat as
a gift.

gATF Laboratory personnel pioneered the use of neutron activation
analysis in forensic crime work. This system was used to process 1,200
such cases in fiscal 1974 as a service for local law enforcement agencies.
A new method, the technique of flameless atomic absorption analysis
of gunshot residue, was initiated in fiscal 1974. This method increased
the speed of analysis fourfold over neutron activation.

In January 1974, the ATF headquarters laboratory began a program
of serological testing to augment its present trace evidence analysis
capabilities. From a caseload of 10 cases per month, requests for exami-
nations are expected to reach several hundred per year by fiscal 1976.

For fermented beverages (‘wines and beers), ATF Laboratory per-
sonnel check the fill of containers, proof, additives, and presence of
harmful ingredients such as lead in canned alcoholic cocktails. Im-
ported wines are examined to assure that overcarbonated wines are
taxed at the champagne rate. A check is made to determine that colors .
used in alcoholic beverages are those authorized by the Food and
Drug Administration, that products containing artificial flavors are
so labeled, and that alcoholic beverages are properly labeled: as to
content. '

ATF is responsible for regulating denatured alcohol articles (toilet
preparations and industrial alcoholic products). ATF assures that
a product is properly labeled to indicate its point of origin, and that
articles containing alcohol contain sufficient ingredients to protect them
from recovery as beverage alcohol.

Tobacco is examined for tax purposes to distinguish between cigars
and cigarettes, and to protect consumers by proper labeling. Lubri-
cants, filled cheeses, and other miscellaneous articles are examined for .
tax classification for IRS.

Office of Inspection

Once ATF became a Bureau in July 1972, the Bureau established its
own Office of Inspection which became fully operational during fiscal
1974. The Office of Inspection is charged with four significant areas
of responsibility : Protecting the integrity of the Bureau, reviewing
all operational activities within the Bureau, auditing the Bureau’s
fiscal posture, and implementing the Bureau’s security program.

Integrity investigations.—The image of the Bureau charged with
the enforcement of Federal alcohol, tobacco, and firearms laws must
be above reproach. Thus the Office of Inspection has the responsibility
to conduct investigations of all allegations or evidence of wrongdoing
on the part of Bureau personnel.

The Office conducted 79 integrity investigations during fiscal 1974.
Of that number, 27 were cleared of any misconduct, and 52 investiga-
tions resulted in a basis for criminal prosecutive action or administra-
tive disciplinary action.

Operations review.—Inspection is responsible for monitoring the
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operatlons of all Bureau programs, offices, and activities. To insure
the uniform and efficient functlomncr of these operations, emphasis
is focused on general compliance Wlth established policies, proce-
dures, and gmdehnes with maximum utilization of available man-
power, equipment, and fiscal resources; and the impartial enforcement
and administration of existing laws and regulations. These responsi-
bilities are discharged throucrh the development and implementation
of a continuing program of “scheduled and unscheduled evaluations
of every organizational entity within the Bureau.

To accomplish this, Inspectlon utilizes standard audit and analysis
procedures in the review and evaluation of all Bureau programs,
offices, and activities including spot checks, random sampling, inter-
views, and verification throuoh outside sources. The basic technique
is to make a comprehensive study of all facts of the operational area
being reviewed, including management controls over the operation.

Twenty- three reviews were conducted during fiscal 1974 in the
areas of criminal enforcement, regulatory enforcement, and admin-
istration. The reviews consisted of onsite visits and interviews through-
out the Nation. The findings of these reviews were sed by manage-
ment to assess activities and initiate corrective action wherever
necessary.

Internal auditing.—Internal Audit of the Office of Inspection, as
an integral part of the management control system of the Bureau,
has the responsibility for determining that controls established over
the operations are efficient and effective, that policies and procedures
are being carried out as laid down and serve their intended pur-
pose. Particular emphasis is placed on determining if expenditures are
made only to further authorized activities and in accordance with
applicable laws and regulations, and whether revenue and receipts
arising from Bureau activities are collected in full and properly ac-
counted for.

Security—The Bureau employs 1,600 employees in the GS- 1811
criminal investigator series and a lesser number of support personnel
(techmcal and clerleal) in the critical-sensitive category as defined
in Executive Order 10450. This contains specific instructions regard-
ing preemployment background investigations and the implementation
of a security update program for onboard employees to insure that
employment of any person in these categories is clearly consistent
with the national security. During fiscal 1974, 326 security and secu-
rity update 1nvest1gatlons were completed

OFFICE OF THE COMPTROLLER OF THE
CURRENCY*

The National Banking Act of 1863 established the Office of the
Comptroller of the Currencv as the Administrator of National
Banks. The Comptroller, in' assuring the solvency and liquidity of

1 Additional information is contained in the separate Annual Report of the Comptroller
of the Currency.
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some 4,600 national banks, is responsible for the execution of laws
concerning them, and to this end he promulgates rules and regula-
tions governing their operations. Although he fashions controls to
permit bankers to respond flexibly to a changing economy, the banks
must submit to periodic examinations, carried out nationwide by a
staff of approximately 1,850 bank examiners. These examinations
serve to assist the Comptroller in appraising the financial condition
of the banks, the soundness of their operations, the quality of their
management, and their compliance with laws, rules, and regulations.

The banking industry has experienced rapid and profound changes
in recent years. The barriers to statewide and even nationwide bank-
ing are falling. Commercial banks are becoming financial conglom-
erates, and are spreading out both geographically and in terms of
services provided to their customers. Tremendous asset growth,
widespread structural changes, new banking legislation, and greater
sophistication in asset and liability management have all resulted
in a new and complex challenge both for the Office of the Comptroller
of the Currency and for the individual bank examiner.

In light of the fact that neither the examination process nor the
international operations of the Comptroller of the Currency have
been comprehensively reviewed throughout the 110-year history of
the Office, and that past procedures may not be applicable to present
needs, the Comptroller has selected, from proposals submitted at
his request, the accounting firm of Haskins and Sells to initiate a
complete examination of all bureau practices and procedures. The
study is expected to be completed by June 1975, and its results will -
enable the Comptroller to improve the quantity and quality of serv-
ices provided to the public and to the national banks and ensure that
these services are relevant to today’s needs.

A second result of the banking changes taking place today has been
the bureau’s increased demand for commercial and trust examiners,
economists, international banking specialists, and attorneys. This
growth in employment has emphasized the bureau’s need for more
suitable space. Administrators have long recognized the need to con-
solidate the offices, presently scattered throughout three separate build-
ings, into more adequate facilities. 'Space was secured in the newly
completed east building at I’Enfant Plaza, in the District of Colum-
bia, and administrative officials dedicated much of their efforts during
the year to supervising space improvements there. One group, the Sup-
ply, Printing and Services Branch, relocated to the new building in
April 1974, and the remaining staff was scheduled to move in mid-
August 1974.

Planning toward increasing automation of bureau operations was
advanced by an agreement for use of the Univac 1108 computer of the
Office of Computer Science. The computer will provide highly in-
creased capability to use the mass of banking data available and give
timely information to the Comptroller for use in the regulatory
function.

In a move aimed at uncovering incidences of discrimination in resi-
dential mortgage lending, the bureau, in conjunction with the Federal
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Deposit Insurance Corporation, the Board of Governors of the Federal
Reserve System, and the Federal Home Loan Bank Board, instituted
the fair housing lending practices pilot project. The project, running
from June 1974 through November 1974; will explore the feasibility
of using different recordkeeping and reporting methods to uncover
discriminatory practices. The project covers 18 standard metropolitan
statistical areas (SMSA’s) across the country, divided into three
groups, each using a different recordkeeping and reporting method.
The results will determine whether the project is expanded to nation-
wide scope.

The information services program continues to make the policies
and procedures of the Office of the Comptroller of the Currency better
known and to facilitate communications throughout the Office, the
banking community, and the general public. Standard publications
available to employees, banks, and other interested parties are : Comp-
troller’s Manual for National Banks, Comptroller’s Manual for Rep-
resentatives-in-Trusts, and the monthly Summary of Actions. A direc-
tory is published which contains the address and telephone number of
every decisionmaking official in the Office, together with a picture and
biographical sketch. The Annual Report of the Comptroller of the
Currency contains a general statement of policy, descriptions of the
state of the national banking system, of bureau operations, and re-
prints of selected bureau documents relating to crucial public issues
in banking.

During fiscal year 1974, considerable progress was made in recruit-
ing and training bank examiners. Over 75 percent of the Comptroller’s
1974 goals for increasing the number of minority and women exam-
iners to 215 and 280 were met by June 30, 1974. Cross-regional college
campus visits and a 33-percent increase in financial interns helped
achieve more effective equal employment opportunity and upward
mobility programs. An evaluation of the training needs of new exam-
iners and financial interns in all regions resulted in a training package
consisting of a new orientation program, bank examination training
teams, and 2 weeks of formal classroom teaching. Examiners super-
visory training in the areas of motivation, communication, and inter-
personal relationships was carried out by an outside consultant. Ten
employees exhibiting a high potential for executive assignment were
selected for the executive development program. The bureau has been
contacted by two unions; however, exclusive recognition has not yet
been given.

Although there were no major developments in the financial report-
ing system during the year, automation of some subsidiary accounting
records which previously had been manually prepared resulted in more
efficient operations. The automated record of total branches was fully
implemented, significantly reducing the time expended in auditing the
branch assessments paid by national banks.

Employee travel was an area which took on increased importance
during fiscal 1974. Some travel allowances were raised in response to
increased travel costs, and revised travel regulations were issued to
all employees. The energy shortage presented problems to both the
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national bank examiners and the Washington headquarters staff. As
a fuel conservation measure, employees were encouraged to perform
accompanied automobile travel wherever possible. The response to this
request has been exceptional, and the energy savings have been
significant.

The Comptroller’s investment portfolio, administered by the Fiscal
Management Division, continued to be a major source of operating.
funds throughout fiscal 1974. The investment policy has been and
remains one of keeping all available funds fully invested to maximize
interest revenue, thereby defraying the cost of operating the bureau
to the greatest possible extent.

OFFICE OF COMPUTER SCIENCE

The Office of Computer Science (OCS) was established in April
1973. The Office furnishes computer and related support to the analyt-
ical, policy formulation, accounting, and administrative functions of
the Office of the Secretary, Bureau of the Public Debt, and the Office
of Revenue Sharing. It assists in computer development work for bu-
reaus that do not have their own computer facilities, and provides
central management review, approval, and guidance functions for
ADP management planning, policy, and procurement throughout the
Department.

In fiscal 1974, the Department used 132 computer systems, expended
25,200 man-years, and obligated $306 million in its automatic data
processing operations. These resources continue to provide such bene-
fits as improved tax administration, support for implementation. of
general revenue sharing, enhanced debt management and payment
systems, revenue collection, and enforcement and protective
intelligence functions.

To strengthen and augment management, analytical, and opera-
tional capability, the Office recruited a multidisciplined staff. The
present staff consists of 40 analysts, programmers, computer techni-
cians, and clerical personnel. During fiscal 1974, the Office acquired a
large-scale, general-purpose computer, completed staffing for the com-
puter operation, and saw use of the computer grow more than 100 per-
cent in the past 6 months.

During the year the Office has actively pursued its relationships with
all offices and bureaus of the Department. A major resource effort is
being devoted to supporting the Internal Revenue Service in the de-
velzlopment and implementation of its long-range and interim ADP -
plans.

It has been engaged in several major tasks with the Customs Serv-
ice, particularly with regard to the early implementation phase of
that bureau’s automated merchandise processing system and an overall
requirement for increased ADP capacity:

OCS staff has been working closely with the Bureau of Engraving
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and Printing to identify, develop applications for, implement, and
staff a data processing capability. A number of computer applications
implemented have resulted in significant cost savings, improved
schedules, and more efficient operations.

The Office has been particularly active with the Office of Tax Anal-
ysis in developing or acquiring large-scale tax simulation models and
implementing and maintaining them on the OCS computer.

Significant milestones were achieved with the transfer of the Office
of Debt Analysis and Office of Revenue Sharing workloads from pri-
vate sector computers to the OCS system. The transfer was
accomplished on schedule with a minimum of interruption of service.

A cost center report was selected as the pilot program for the Finan-
cial Management Division. The success of this system was demon-
strated via remote terminal inquiry.

Other significant activities have been taking place between OCS
staff and other Department entities as well as with other agencies.
A few examples are: A project to support the Office of Industrial Eco-
nomics survey of asset depreciation; contributions to the analytical
and data processing support of the Federal Energy Administration;
analysis and development of a classroom, student, teacher scheduling
system for the Consolidated Federal Law Enforcement Training Cen-
ter; development of a file and listing of the results of the carpool
questionnaire ; and establishment of a technical information exchange
on data processing between the Department of Housing and Urban
Development and OCS.

CONSOLIDATED FEDERAL LAW ENFORCEMENT
TRAINING CENTER

The Consolidated Federal Law Enforcement Training Center
(CFLETQ) is an interagency training facility formally established
as an entity within the Department of the Treasury on March 2, 1970.
It is under the supervision of the Assistant Secretary (Enforcement,
Operations, and Tariff Affairs).

The Department of the Treasury serves as the lead agency for the
operation of the Center and, as such, controls the Center’s day-to-day
activities. A Board of Directors, comprised of representatives at the
Assistant Secretary level from the major departments which have
agencies participating in the Center and on which there are nonvoting
members from OMB and the Civil Service Commission, determines
CFLETC training policy, programs, criteria, and standards and re-
solves conflicting training requirements.

The CFLETC conducts common training (i.e., that given to the
personnel of more than one agency) and furnishes facilities for the
participating agencies to conduct advanced, inservice, refresher, and
specialized training for their own law enforcement personnel. At
present, 24 agencies from 10 executive departments and independent
Federal agencies participate in Center programs. In fiscal 1974, the
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Department of Transportation (FAA National Capital Airports
Police) was added as a participating agency. The Center also has fur-
nished training on a space-available basis to personnel from 15 other
Federal, State, and local agencies.

The Center provides administrative and educational support and
personnel for common training courses to (1) consolidate requirements
of participating agencies and develop proposed curricula, (2) develop
content and teaching techniques for courses, and (3) instruct and
evaluate students. These functions are administered through the Police
School and the Criminal Investigator School.

Police School

In the Police School’s second year of operation, participation was
increased by the inclusion of the U.S. Forest Service of the Depart-
ment of Agriculture, the FAA National Capital Airports Police of
the Department of Transportation, and the Federal Protective Service
of the General Services Administration. The greatest input again
came from the Departments of Justice, Interior, and Treasury due to
their large police contingents. Although the projected student input
in fiscal 1975 1is nearly double the 408 officers who were graduated in
fiscal 1974, cuts in the requested appropriations of presently partici-
pating agencies may limit the number of trainees those agencies can
send to the Center.

In addition to its basic program, the Police School provided staff
training assistance to the Agency for International Development, the
U.S. Customs Service, and the Departments of State and Interior;
developed and administered an advanced, inservice, refresher training
program for the Smithsonian Institution; and rendered advisory
assistance to the Canadian Government in the development of a con-
solidated training center for its security personnel.

Criminal Investigator School (CIS)

In fiscal 1974, the Criminal Investigator School trained 524 agents
in 13 classes in its basic course; one-fifth of these were from non-
Treasury agencies. In addition, 60 enforcement personnel received
advanced law enforcement photography instruction. With this re-
duced student load, the CIS could devote time to revising its student
evaluation system, developing new training aids and course materials,
and making extensive revisions in several major subjects. In collabora-
tion with the Center’s educational support staff; the school produced
several motion picture training films and slide presentations, which
will greatly enhance the quality of instruction.

Driver training program

The Center’s driver training program, given to all trainees in the
Police School, includes basic vehicle handling, defensive driving, and
handling of vehicles under conditions of low friction between tires
and road. Personnel whose duties will make use of it are also given
* training in high-speed pursuit driving. In addition, training is given
as needed in the operation of motorcycles, motor scooters, and other
specialized police vehicles. Twice a year a 2-week instructor’s course on
the program is provided for State and local police. In fiscal 1974, 1,839
officers were trained at temporary ranges at the Beltsville airport.
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Operation of the driver training program, originated by the U.S.
Park Police, has been progressively absorbed by the Center. In fiscal
1974, the Center assumed responsibility for administration of the
program and its administrative costs, plus a part of the personnel costs.
In fiscal 1975, the Center will assume the full cost of the program.
Instructor personnel are drawn from the U.S. Park Police, which
assigns them to CFLIETC on a reimbursable detail.

Management improvement

As part of the departmental program, the Center conducted an
analysis of its existing paperwork management. Subsequently, it estab-
lished a formal system of Center orders, circulars, and bulletins, and
organized its systems and procedures into an administrative manual.

Analysis of the Center’s training schedules produced a “lock-step”
method of scheduling classes which allows the Center to utilize auto-
matic data processing to make more efficient use of its present facil-
ities and personnel. Further development of this ADP model will
increase the Center’s ability to consider alternatives in scheduling and
to study the impact of alternatives on facilities and manpower.

Physical facilities

During fiscal 1974, the Center expanded its facilities at 1310 L Street
by approximately 8,400 square feet, enabling the Center to create a
second gymnasium for training in physical defense and arrest tech-
niques, a women’s locker room and shower, a material distribution
area, mock courtrooms, a computer terminal installation for training
purposes, and space for other specialized training.

On July 23, 1973, the Court of Appeals for the District of Columbia
enjoined further construction of the Center’s permanent facilities at
Beltsville, Md., while it considered the appeal of plaintiffs from the
order of the District Court dismissing the action filed under the Na-
tional Environmental Policy Act to prevent completion of those facil-
ities. On May 8, 1974, the Court of Appeals handed down a per curiam
order affirming the decision of the District Court dismissing the action.
Although plaintiffs have filed a motion for rehearing en banc, it is
improbable that the court will grant the motion and it appears that the
legal restraint on the completion of the Center’s permanent facilities at
Beltsville has been removed.

However, because costs for completing the facilities had risen so
much during the period of almost 214 years that construction was
delayed by this NEPA suit, it was necessary to seek an increase in the
total funding authorized. Consequently, a revised prospectus covering
the expenditure of $74.4 million was submitted to the Public Works
Committees of the House and Senate on June 28,1974.

OFFICE OF DIRECTOR OF PRACTICE

The Office of Director of Practice is part of the Office of the Secre-
tary of the Treasury and is under the immediate supervision of the
General Counsel. Pursuant to the provisions of 31 CFR, part 10
(Treasury Department Circular No. 230), the Director of Practice
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institutes and provides for the conduct of disciplinary proceedings
against attorneys, certified public accountants, and enrolled agents who
are alleged to have violated the rules and regulations governing prac-
tice before the Internal Revenue Service. He also acts on appeals from
decisions of the Commissioner of Internal Revenue denying applica-
tions for enrollment to practice before the Internal Revenue Service
made under 31 CFR, section 10.4. L

On July 1, 1973, there were 94 derogatory information cases pending
in the Office under active review and evaluation, 6 of which were
awaiting presentation to or decision by an administrative law judge.
During the fiscal year, 116 cases were added to the case inventory of the
Office. Disciplinary actions were taken in 73 cases by the Office or by
order of an administrative law judge. Those actions were comprised of
2 orders of disbarment, 30 suspensions (either by order of an adminis-
trative law judge or by consent of the practitioner), 37 reprimands,
and 4 resignations. The actions affected 14 attorneys, 23 certified public
accountants, and 36 enrolled agents. Fifty-two cases were removed from
the Office case inventory during fiscal 1974 after review and evaluation
showed that the allegations of misconduct did not state sufficient
grounds to maintain disciplinary proceedings under 31 CFR, part 10.
As of June 30, 1974; there were 85 derogatory information cases under
constderation 1n the Office.

During the fiscal year, one certified public accountant and one
enrolled agent petitioned the Director of Practice for reinstatement of
their eligibility to practice before the Internal Revenue Service.
Favorable consideration was given to each petition and reinstatement
was granted. In addition, there was one decision on an appeal from a
denial by the Commissioner of Internal Revenue of an application for
enrollment to practice before the Internal Revenue Service. The deci-
sion affirmed the denial.

Eight administrative proceedings for disbarment or suspension were
initiated against practitioners before the Internal Revenue Service
during fiscal 1974. Together with the 6 cases remaining on the adminis-
trative law judge docket on July 1, 1973, 14 cases were before an admin-
istrative law judge during the year. Two of those cases resulted in the
acceptance of an offer of consent to voluntary suspension and one in the
acceptance of an offer of resignation pursuant to 31 CFR, section
10.55(b) prior to reaching hearing. Initial decisions imposing disci-
plinary actions were rendered in six of the cases. In two cases, the
initial decision of the administrative law judge was that the respondent
be disbarred from further practice before the Internal Revenue Serv-
ice. Suspensions from practice before the Internal Revenue Service
were invoked in the remaining four cases. On June 30, 197 4, five cases
were pending on the docket awaiting presentation to or decision by an
administrative law judge. o

Under authority of 31 CFR, section 10.71, two cases resulted in
appeals to the Secretary from initial decisions for suspension or dis-
barment rendered by an administrative law judge. In one of those cases,
the decision on appeal was an affirmation of the order for disbarment.
As of June 30, 1974, the other appeal was pending with the Secretary.
In addition, one decision was issued by the Secretary on an appeal from
the initial decision of an administrative law judge pending on July 1,.
1978. In that appeal, the administrative law judge’s order of suspension
was affirmed.
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OFFICE OF DOMESTIC GOLD AND SILVER
OPERATIONS

The Office of Domestic Gold and Silver Operations, in the Office of
the Under Secretary for Monetary Aflairs, assists the Under Secretary
and the Assistant Secretary (Economic Policy) in the formulation,
execution, and coordination of policies and programs relating to gold
and silver in both their monetary and commercial aspects. The Office
administers the Department of the Treasury gold regulations relating
to the purchase, sale, and control of industrial gold and gold coin;
issues licenses and other authorization for the use, import, and export
of gold and for the importation and exportation of gold coin; receives
and examines reports of operations; and 1nvest1gates and supervises
the activities of users of gold. Investigations into possible violations of
the gold regulations are coordinated with the U.S. Secret Service, the
U.S. Customs Service, and other enforcement agencies.

Gold regulations

Public Law 93-110, enacted September 21, 1973,' provides for an
end to Government restrictions on the purchase, ale, or ownership of
gold at such time as the President reports to Congress that this action
would not adversely affect the U.S. international monetary position.
Until this finding is made, Treasury regulations governing the private
ownership and use of gold remain in effect.

Use of gold for industrial purposes

Estimated net industrial use of gold in the United States during the
calendar year 1973 was 6,729,000 ounces, a decrease of 8 percent from
the previous year. The 1978 decrease in industrial gold purchases was
due mainly to a decline in the production of jewelry products reflect-
ing an increase in the price of gold. The average price of gold per fine
troy ounce increased in 1973 to $97.34 from $58.16 in 1972. The esti-
mated total purchases of gold and allocation of purchases by industry
group for the years 1968-1973 are shown in table 1.

TaBLE l;—Estimated industrial use of gold in' the United States, calendar years
1968-73

[Thousands of fine troy ounces}

1968 1969 1970 1971 1972 1973

Estimated total purchases of gold by U S.
industry._ ...l 6, 604 7,109 5,973 6,933 7,285 6,729
Converted into fabricated products....... 6,073 6,568 6,148 6, 542 7,253 6, 638
Increase in inventories...___..._.__....___ 531 541 —175 391 32 91
Allocation of purchases by industry group.... 6,604 7,109 5,973 6,933 7,285 6,729
Jewelry and arts. .. ....o.o....o.o.o...... 3,908 3,830 3,310 4,299 4,344 3,473
Dental .. . ... kst 710 658 750 750 9
Industrial, including space and defense. . . 1,925 2,560 1,975 1,884 2,191 2,577

1 See exhibit 36.
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Sources of gold

Of the 6,729,000 fine troy ounces of gold used by American industry
in 1978, 1,322,000 ounces came from U.S. mine production and 5,407,000
ounces from sources abroad. Countries from which the gold was im-
ported are shown in table 2.

TaBLE 2.—Exports.and tmports of gold into the United Siates for industrial use,
calendar year 1973

[Thousands of fine troy ounces]

Country Exports Imports

United Kingdom. 20
West Germany. .o iiiieo 60
Yugoslavia . e eeeeaaem 114
Other countries

........................................................... 7 31
B 0] 7Y R 267 5,674
Net imports of gold .- oo e 5,407

1 Includes purchases from foreign accounts at the Federal Reserve Bank of New York.

. NoTteE.—Imports are shown from country of final export as reported by Treasury Department gold
licensees and do not indicate prior shipment from country in which the gold was produced.

Gold coins :

All genuine gold coins minted prior to 1960 (including all legally
issued restrikes of gold coins dated prior to 1960) may be imported,
held, and freely dealt in within the.United States for numismatic pur-
poses. There are no limitations placed on the quantity or value of eli-
gible gold coins held or imported. Gold coins may not be held abroad
by persons subject to U.S. jurisdiction.

BUREAU OF ENGRAVING AND PRINTING

The Bureau of Engraving and Printing, one of the world’s largest
securities manufacturing establishments, designs and produces the
major evidences of a financial character 1ssued by the United States.
This Burean is responsible for the production of U.S. currency, postage
stamps, and public debt instruments, as well as miscellaneous financial
and security documents. '

Finances-

Operations of the Bureau are financed by means of a revolving fund
established in accordance with the provisions of 31 U.S.C. 181a. This

fund is reimbursed by customer Government agencies for the direct
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and indirect costs of the Bureau, including administrative expenses,
incidental to performing the work and services requisitioned. -

In reporting out the 1973 Treasury, Postal Service, and General
Government appropriation bill, the House Subcommittee on Appro-
priations directed the Bureau and the Department to review the pric-
ing policies for Bureau services with the objective of establishing
prices which would, at least over the relatively long range, generate
sufficient funds to cover direct and indirect costs of operations as well
as accumulate an adequate reserve for the replacement of capital
equipment. '

As a result, unit cost rates furnished customer agencies for fiscal 1975
included a surcharge which will allow the Bureau to accumulate partial
reserves for replacement of capital equipment and reduce the neces-
sity for appropriations from the Congress for such purposes. The 1975
surcharge was held to a minimum because of the Bureau’s successful
efforts to acquire major press and processing equipment without capi-
tal outlay or reserve requirements.

Production of currency -

Total deliveries of currency in fiscal 1974 amounted to 2.3 billion
notes, compared with 3.1 billion pieces delivered during fiscal 1973.
The decrease reflects a reduction by the Federal Reserve System in the
level of its cash inventory due to a reassessment of its emergency re-
serve requirements. In this connection, the staff of the Bureau is cur-
rently working with representatives of the Federal Reserve System as
part of a task force appointed to develop sound methods for determin-
ing both short- and long-range requirements for currency.

In February 1974, the Bureau contracted for the acquisition of ad-
ditional modern high-speed intaglio currency presses under an inno-
vative lease-purchase arrangement which omitted any provision for
termination liability. A similar arrangement was negotiated in April
1974 for acquisition of six production models of the currency over-
printing and processing equipment (COPE). The COPE system is
designed to supplant the essentially all-manual processing operations
occurring after numbering and overprinting and will significantly re-
duce manufacturing costs. Through these successful arrangements the
Bureau will be able to acquire in a relatively short time frame a major
portion of essential custom-designed equipment.

Production of gas rationing coupons

In December 1973, the Bureau was requested to design and produce
an initial supply of gas rationing coupons for possible use in the
energy conservation program. In light of the counterfeit experience of
World War II, and the security obtainable by line engraving, it was
decided to print the coupons by the intaglio process. To meet the imme-
diate requirement for 4.8 billion coupons, an estimated 3-month sup-
ply, assistance of the three banknote companies in the private sector
was solicited. The Bureau furnished engraved dies, procured the print-
ing paper, established security and quality controls in the commercial
plants, and negotiated pricing in accordance with the technical specifi-
cations prepared. The coupons were delivered to depositories desig-
nated by the Federal Energy Administration.
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In order to meet the emergency schedule, the Bureau also requested
the Federal Reserve System to reduce its orders for new currency
during this critical period. This was compatible with the System’s
decision to lower the level of its emergency inventories. As a result,
currency deliveries in fiscal 1974 were reduced to 2.3 billion notes in-
stead of the 2.7 billion projected in the budget. '

Production of food coupons :

To comply with a directive of OMB, the Bureau planned to discon-
tinue production of food coupons in June 1973. However, since the
Federal Reserve System had substantially reduced its currency re-
quirements, the complete discontinuance of the food coupon program
at the same time would have had serious adverse impact on the man-
power requirements for the Bureau’s highly skilled craft employees
and noncraft personnel. Therefore, OMB approved a departmental
request to allow the Bureau to continue production of approximately
20 percent of the Department of Agriculture’s requirements during
fiscal 1974. : ‘

During the latter part of fiscal 1974 the Department of Agriculture
decided to replace the present food coupons with a new series with dif-
ferent denominations, design, and book conformation. Since the pri-
vate sector banknote companies were unable to undertake production
of the total number of coupons needed by the changeover date of
March 1, 1975, OMB approved the Bureau’s request to continue pro-
duction of part of the program in fiscal 1975.

Production of postage stamps

Deliveries of U.S. postage stamps were 29.5 billion pieces in fiscal
1974 as compared with 26.6 billion in fiscal 1973. Abnormally heavy
production was required during the fiscal year to meet demandsarising
from the postal rate increase of March 2, 1974. Through close liaison
with representatives of the U.S. Postal Service, some six billion stamps
of various denominations were produced in sufficient time for distribu-
tion to post offices throughout the country by the effective date of the
postal rate increase. :

As part of the Bureau’s modernization planning, specifications are
being prepared for equipment to mechanize the manufacture of post-
age stamps in book form. The acquisition of this specialized equipment
will result in substantial manpower savings and reduced production
costs. At yearend, the Bureau was installing two new multicolor post-
age stamp presses acquired with funds appropriated in fiscal 1972.
The first of these is a multicolor intaglio press which will be used for
the printing of postage stamps in coil form. The second is a combina-
tion gravure-intaglio press which will introduce a new dimension in
production of other types of multicolor postage items. Placing this
press in operation during the course of fiscal 1975 will not only
broaden the range of the Bureau’s printing-processing capabilities,
but the technical experience obtained through its use will assist the
Bureau in determining the type of presses to be acquired as replace-
ments for obsolete single-color postage stamp presses.

Offset printing presses

Acquisition of a web-fed offset printing press is proposed during
fiscal 1975, for use primarily in the production of red strip stamps for

553554 O - 74 - 10
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distilled spirits. Such a press has the capability for printing, number-
ing, sheeting, and counting, simultaneously. The elimination of the
need to number such stamps in a separate printing operation will re-
sult in significant recurring annual savings in production costs.

It is also planned to purchase another sheet-fed multicolor offset -
press during fiscal 1975. This press will be used for production of post-
age stamps bearing offset printing, and will eliminate the neef for
multiple passes of sheets through two presses when more than two-
color offset printing is required. ‘

Internal audit program

During fiscal 1974, 52 reports of audit were released which contained -
173 recommendations for possible improvements for management con-
sideration. Coverage included fiscal and management audits and re-
views of operations and programs, conducted on a scheduled, special,
and unannounced basis. :

Service to the public

The Bureau of Engraving and Printing continued to be one of the
major highlights for visitors to the Washington area. During the year
approximately 700,000 visitors availed themselves of the self-guided
tour system to view the Bureau’s production operations.

Several years ago; the Bureau’s public information program was ex-
tended to include participation in numismatic and philatelic exhibi-
tions and similar events outside the Washington area, bringing
information about Bureau operations to a broader segment of the pop-
ulation. Three types of exhibits are furnished by the Bureau: (\a{ nu-
mismatic, commonly referred to as the “Billion Dollar Display”;
(b) philatelic; and (¢) a live press demonstration of the actual
printing by the intaglio method with an explanation of the skills,
methods, and techniques employed to produce currency, postage
stamps, and other security items. Since 1967, one type or another of
the Bureau’s exhibits has appeared in 43 of the 50 States.

During fiscal 1974, Bureau exhibits were provided for 14 numis-
matic or philatelic events, attracting about 85,000 viewers, and 5 dis-
tinctive souvenir cards were produced and issued in recognition of
significant events in which the Bureau participated.

The Bureau’s participation at exhibits was curtailed, as compared
with the previous fiscal year, in order to reduce travel costs, conserve
energy, and meet the unexpected demands for the production of gas
rationing coupons. Exhibit programming for participation at future:
events will be predicated upon the national significance and scope-of
the sponsoring organizations. :

Labor-management relations .

The Bureau has long fostered constructive and harmonious rela-
tionships with employees and laber organizations. Special emphasis
and attention is directed toward the conduct of all labor-management
dealings within the spirit and intent of Executive Order No. 11491,
as amended by Executive Order No. 11616 of August 26, 1971. At
the close of this fiscal year, there existed within the Bureau grants of
exclusive recognition to 17 AFL-CIO affiliate unions covering 25
craft units, 1 noncraft unit, 1 guard unit, and 1 GS clerical/technical
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unit. There were 12 approved, substantive labor-management agree-
ments. The unions function as a dynamic part of the Bureau and are
a major factor in management considerations.

Awards program

During fiscal 1974, 1,166 employees received special achievement
awards and 47 employees received high quality pay increases. Non-
recurring savings of $160,320 were realized in this fiscal year from this
phase of the incentive awards program.

Under the employee suggestion phase of the program, 210 sugges-
tions were received, of which 87 were adopted. It is estimated the
Bureau will realize annual recurring savings of $56,286 and non-
recurring savings of $1,600.

Executive development

An executive development program was put in operation, utilizing
the management by objectives approach. The first phase involved the
identification of the specific knowledge and abilities necessary at each
level of Bureau management. The second phase involved matching
those requirements with the candidate’s current development to formu-
late a series of personal and operational goals for improvement.

- Concurrently, a management assessment center was developed in
which 24 candidates who emerged successfully from a group screen-
ing process were assessed during a 1-week period in March. Feedback
was provided to each candidate, and followup developmental and
career planning has begun with the eight candidates who demonstrated
above-average potential at the center. Planning has commenced for an

assessment program to identify firstline supervisory potential.

Because of its uniqueness, the Bureau’s assessment center was se-
lected, from those currently used in the Federal Government, for
presentation along with the Government-wide Federal executive de-
velopment program, at the Second International Congress of the
Assessment Center Method held at West Point in New York on May
15-17,1974. '

Training pregram

During fiscal 1974, 304 employees completed Bureau and Depart-
ment training courses; 230 employees completed interagency training
courses; and 200 employees attended specialized seminars, training
classes, conferences, and exhibits sponsored by non-Government
organizations. _

During this time, 86 employees were enrolled in the general edu-
cation development program, and several employees registered to take
the high school equivalency examination. Four employees received
their high school equivalency diplomas.

Training was provided at all levels of employment. In addition to
an 80-hour training program for supervisors, which was offered on
a continuous basis, an in-house course for advanced supervisors and
middle managers is being organized.

Additional training courses included on-the-job and refresher train-
ing for current needs, developmental training in anticipation of future
needs, training to develop unavailable skills, and training to develop
underntilized and disadvantaged employees.
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Employee attitude survey

During August 1973, a professional attitude survey was taken under
a grant by the National Commission on Productivity administered
by the National Academy of Public Administration. The results of
the survey revealed a work force that is well trained, satisfied with
their jobs, and positive toward the concept of productivity. Subse-
quently, work was begun on the development of a productivity shar-
ing incentive pay system, designed to capitalize on demonstrated
strengths and improve utilization of the incentive concept. Also, as
a result -of this survey, a communications consultant was temporarily
employed to assist the Bureau staff in developing a system for eval-
uating communications effectiveness on a regular basis.

CSC model program

During September 1973, the Bureau agreed to participate in a Civil
Service Commission project to compile and publish a series of model
programs for achieving various personnel policy goals, such as upward
mobility, career development, equal employment opportunity, etc.
This project was designed to comply with congressional, OMB, and
GAO requests urging the CSC to promote and coordinate agency
efforts by furnishing outlines of effective model programs, based on
actual agency experiences in each policy area.

Initially the Bureau was selected. for its substantial success in the
area of improved employee morale. The Commission later felt that the
Bureau’s efforts would more clearly fall under the broad heading of
EEO and that the model program should be so identified. A draft
model was completed and submitted to the CSC Bureau of Training
for editing.

Equal employment opportunity program -

The Bureau’s equal employment opportunity program continued
to achieve its objectives for advancement of minorities and females,
and for promoting an environment of trust and confidence among
all empleyees. To increase the number of Spanish-speaking employees,
the scope of recruitment contacts was broadened. Employee commit-
tees for equal employment opportunity provided an effective and direct
avenue of communroation between employees and top management.
Members of the Bureau’s EEO staff participated in a wide range of
community oriented programs. A review of minority statistics indi-
cates steady progress in the advancement of minorities and females
in the apprentice, journeyman, and higher grade GS positions in the
Bureau. o

Upward mobility

During fiscal 1974, the Bureau was represented by two active mem-
bers on the Department’s Upward Mobility Council. The work and
recommendation of the council are reflected in the adoption of a
Department upward mobility program as outlined in Treasury Per-
sonnel Bulletin. No. 74-16. In compliance with Treasury guidelines,
the Bureau has developed an internal upward mobility program de-
signed to provide all employees with the opportunity to achieve their
maximum potential and productivity within the work environment.
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The Bureau’s program was approved by the Department in early June
and will be fully operational in the immediate future.

Safety program .

Because of the industrial nature of the Bureau’s operations, employee
safety continued to be a vital concern to management. To this end,
employee safety and health standards, as prescribed in the Occupa-
tional Safety and Health Act, received increased emphasis in their
application to conditions and activities within the Bureau. Special
attention was directed to the issuance and use of protective clothing
and equipment, such as headgear, noise suppressors, respirators, gloves,
and safety shoes, and to housekeeping throughout the Bureau in order
to minimize unsafe conditions and potential fire hazards.

OFFICE OF EQUAL OPPORTUNITY PROGRAM

The Office of Equal Opportunity Program operates within the
Office of the Secretary and 1s under the immediate supervision of the
Assistant Secretary (Administration). It assists the Secretary and
the Assistant Secretary (Administration) in the formulation, execu-
tion, and coordination of policies related to equal opportunity for
Treasury employees (implementing the Equal Employment Oppor-
tunity Act of 1972 governing equal employment in the Federal Gov-
ernment) and employment policies and programs of banks, savings
and loan associations, savings banks, and other financial institutions
that are Federal depositaries or issuing and paying agents of U.S.
savings bonds-and savings notes (implementing Executive Order 11246,
as amended, and Treasury regulations governing equal employment
for Treasury contractors).

Federal employment

The Office continues to guide and oversee the implementation of the
- Department’s equal employment opportunity program and action plans
of all of the bureaus, continues to provide consultative services on equal
opportunity matters, and continues to review and approve action plans
promulgated in each bureau. It reviews and adjudicates all investiga-
tions of complaints alleging discrimination because of race, color,
religion, sex, national origin, or age. The Office provides guidance to
Treasury officials and all its field activities through its equal employ-
ment management review evaluations (onsite reviews began in the
summer of 1972) concerning the employment and utilization of minor-
ity group personsand women in each bureau.

In fiscal 1974 (August 3, 1973) Treasury issued its new chapter 713
of Treasury’s Personnel Manual entitled “Equal Opportunity” where-
in the EEO complaint processing system was completely revised to
comply with the provisions of the Equal Employment Opportunity
Act of 1972. This new guidance was issued in order that the Depart-
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ment and its bureaus could assure the timely and expeditious processing
and resolution of all complaints.

Progress in the administration of Treasury’s equal employment op-
portunity program during fiscal 1974 was marked mainly by increased
Department emphasis on the worker-trainee program, upward mobility
program, Federal women’s program, and the Spanish-speaking pro-

Tam.

g Treasury’s Spanish-speaking program has produced significant em-
ployment gains for Spanish-speaking Americans during the past 4
years. The Civil Service Commission employment statistics indicakte
that between November 1969 and May 1973, 4,652 ‘Spanish-speaking
Americans were hired by the Federal Government. Treasury’s employ-
ment statistics indicate that between November 1969 and November
1973, the employment of Spanish-speaking Americans in the Depart-
ment increased by 1,672 employees. Therefore, within a 4-year period
Treasury has employed one-third of all Spanish-speaking Americans
hired by the Federal Government. :

The following Treasury minority employment statistics from De-
cember 1968 through November 1973 indicate a steady increase of
minority employment within the Department.

Department of the Treasury full-time employment by minority group status

Comparison Combarison
1972-1978 1968-1973

No. Per- No. Per-
cent cent

1968 1969 1970 1971 1972 1973

Total employees*_ ... .- 82,155 85,635 88,351 94,557 102,813 106,157 3,344 3.3 24,002 20.2
11,777 12,251 13,234 13,954 15,619 16,170 551 3.5 4,303 37.3
Spanish-American 1,052 1,116 1,489 1,754 ' 2,247 2,788 541 24.1 1,736 165.0
American Indian. 79 85 104 107 128 146 18 14.1 67 84.8
Oriental._..__..... S 482 505 596 687 813 1,084 271 33.3 602 124.9
Other....._.___.___._... 68,765 . 71,678 72,928 78,055 84,006 85,969 1,963 2.3 17,204 25.0

GS 1-4: .

Total...........o......... 18,867 19,493 24,126 23,869 ~—257 1.1 4,749 24.8
Negro. oo 5,156 4,993 - 5,904 5,932 28 .5 985 19.9
Spanish-American.__ .. 398 502 791 922 131 16.6 667 261.6
American Indian.. 33 36 45 45 oo 20 80.0
Oriental__._...._.. .- 7 96 125 | 159 186 27 17.0 106 132.5
Other....__.__........_. 13,184 13,837 17,227 16,78¢ —443 2.6 2,071 21.6

a8 5-8:

Total. . ....o....o....._. 19,480 21,603 23,826 26,494 27,601 30,793 3,192 11.6 11,313 58.1
Negro. .. cooooeeooon 2,708 3,077 3,467 3,856 - 4,290 4,837 547 12.8 2,129 78.6
Spanish-American.___.. 264 281 422 47 551 738 187 34.0 474 179.6
American Indian____.__ 26 24 30 31 35 46 11 31.4 20 76.9
Oriental_______________. 141 -139 183 189 249 394 145 58.2 253 179.4
Other................... 16,341 18,082 19,724 21,971 22,476 24,778 2,302 10.2 8,437 51.6

GS 9-12: . .

Total ... 28,893 28,737 28,960 30,436 32,321 32,615 294 9 3,722 12.9

Negro_ .. _........... 1,144 1,257 1,283 1,457 1, 587 1,769 182" 115 625 54.8
332 316 389 450 519 709 190 37.0 377 113.6

21 27 30 30 34 40 6 18.0 19 90.5

186 179 203 213 222 299 77 35.0 113  60.8

27,210 26,958 27,055 28,286 29,959 29,798 —161 5 2,588 9.5

Total..._.._ . 9,491 9,839 10,665 11,642 12,037 12,562 525 4.4 3,071 32.4
Negro__._._.__ .- 151 167 218 2711 307 353 46 15.0 202 133.8
Spanish-Americal .- 35 38 54 72 88 17 29 33.0 82 234.3
American Indian__...__ 3 4 5 5 8 9 1 12,5 6 200.0
Oriental.________.._.... 55 70 67 77 20 102 12 13.3 47 85.5
Other................... 9,247 9,560 10,321 11,217 11,544 11,981 437 3.8 2,73¢ 29.6

*The totals include wage board personnel. Grade comparisons are for GS series only.
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With the hiring of a full-time EEQO program analyst (reviewer and
evaluator) in fiscal 1975, greater direction in the implementation of
bureau affirmative action plans will be exercised at the departmental
level.

Treasury’s affirmative action program and plan system, completed
in November 1972, comprises 134 affirmative action plans which are
designed to give decentralized implementation to the EEQ program
and provide greater benefits to the employees located in the United
States and overseas. Treasury and its 12 bureaus have allocated 1,760
full-time or part-time employees to the EEO program for fiscal 1975
in an effort to make the program successful.

Contract compliance program

The contract compliance program implements Treasury’s equal em-
ployment opportunity compliance responsibility by the Department
of Labor to insure that financial institutions have ongoing contractual
relationships to eliminate policies and practices of employment dis-
crimination and develop affirmative action programs (Authorities:
Executive Order 11246, as amended ; 41 CFR 60; 41 CFR 10:12:8).
Fach financial institution serving as a Federal depositary and/or
issuing and paying agents of U.S. savings bonds and notes must in-
corporate the equal opportunity clause contained in section 202 of the
Executive order in its Government contract.

Compliance techniques include: Providing technical assistance in-
formation to financial contractors directly and through their trade
associations; conducting compliance reviews at financial institutions
having 50 or more employees as resources permit; selecting randomly
. a number of financial institutions previously reviewed for purposes of
evaluating their performance in meeting goals and timetables; con-
ducting followup reviews at financial institutions based on a failure to
meet previous commitments; issuing show cause letters and conduct-
ing conciliation conferences with financial institutions found to be
discriminating or which have failed to develop an acceptable affirma-
tive action program; and invoking enforcement action where volun-
tary compliance cannot be achieved.

Liaison programs in the form of conferences, workshops, and semi-
nars are ongoing with the American Bankers Association, U.S. Sav-
ings and Loan League, and Stonier and Wisconsin Graduate Schools
of Banking. Technical assistance toward the goal of compliance has
been rendered to the following State Bankers Associations: Alabama,
California, Colorado, Florida, Georgia, Illinois, Louisiana, Massa-
chusetts, Minnesota, New Jersey, New York, Oklahoma, Pennsylvania,
Texas, and Wisconsin. In the course of these efforts and activities, it
is estimated that 5,000 banks were reached and 30,000 bank officers
and leaders were in attendance. ’

Through a two-phase compliance review approach, the contract com-
pliance program was able to provide greater industry coverage with
a reduced per unit expenditure. A system was implemented in accord-
ance with Department of Labor Regulations, Revised Order No. 14
(41 CFR 60:60), to desk audit the employment posture of financial
institutions prior to scheduling onsite reviews. Since the beginning
of this fiscal year, 718 affirmative action programs were requested for
desk audits, of which 341 resulted in onsite compliance reviews.
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The contract compliance program- has had considerable success in
dealing with the industry, for minority employment has almost tripled
since 1968. The Office of Federal Contract Compliance, Department of
Labor, in a memorandum to heads of all agencies dated July 30, 1973,
states, ©. . . the banking industry has made large gains from 1967 to
1970, and although the rate slowed in 1971, is expected to reach full
utilization in seven years.”

In addition to the Washington headquarters office there are four
regional locations: Atlanta, Chicago, Houston, and Los Angeles. In
each of these offices there are three professienal equal employment op-
portunity specialists conducting onsite compliance reviews. With these
offices in closer proximity to financial institutions under their juris-
diction, it is anticipated that the aims of the compliance program can
be realized best at the regional level. _

Funds were made available to bring regional staff to Washington
for a 5-day training seminar during. the week of June 17, 1974. The
Department of the Treasury and Office of Federal Contract Com-
pliance policymakers participated to make clear current orders and
regulations.

uring the year a study of the management practices of the equal
opportunity program was conducted. It is expected that implementa-
tion of the study recommendations will result in a more effective con-
tract compliance program and improved management of the program
in general.

n a continuing effort to assure that banks are complying with tech-
nical requirements, the Department receives from bank examiners of
the Comptroller of the Currency, Federal Deposit Insurance Corpora-
tion, and Federal Reserve banks reports of deficiencies found with
regard to the filing of Federal equal employment opportunity reports
and the availability of written affirmative action programs whenever
bank examinations are conducted. Negative reports filed with the
Treasury Department are handled in a manner that assures the com-
pliance of these two aspects usually within a 30-day period without
travel, special reviews, etc. This cooperative endeavor with the bank
examiners of the above-mentioned group has obviated considerable
expense and requirements for additional staffing.

FISCAL SERVICE

In its role of providing leadership on technological research of all
kinds having potential effect on one or more major organizational
units of the Fiscal Service, the Operations Planning and Research
Staff proceeded with the development of the following major systems
activities during the year:

(1) A method of paying recipients of all kinds of recurring Federal
payments by credit to their accounts in financial organizations. Under
this technique, which is optional to a recipient, payments first will
be accomplished by means of individual checks drawn in favor of, and
mailed to, the financial organizations selected by the recipients. Cur-
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rent planning provides that in the future all of these individual pay-
ments, estimated at from 3 to 5 million initially, will be transmitted to
financial organizations by way of electronic funds transfers.

(2) A system under which the flow of all paid Treasury checks will
be stopped at the level of the Federal Reserve banks. This system will
substitute magnetic tape and microfilm records for all of the hundreds
of millions of individual checks which are now shipped by the Federal
Reserve banks to the Treasury for further processing, including final
payment, reconciliation, and retention for nearly 7 years. The individ-
ual paid checks held by the Federal Reserve banks under this proce-
dure would be destroyed after an appropriate interval.

Bureau of Government Financial Operations

On January 14, 1974, Secretary Shultz announced a reorganiza-
tion of the Fiscal Service effective February 1, 1974, merging comple-
mentary operating functions of the Bureau of Accounts and the Office
of the Treasurer of the United States, forming a new Bureau of Gov-
ernment Financial Operations. '

The functions of the Bureau are Government-wide in scope. It pro-
vides banking and related cash services involved in the management
of the Government’s cash resources; administers certain U.S. cur-
rency matters such as directing the various aspects of the issue, re-
demption, and custody of Treasury and Federal Reserve currency, and
maintaining facilities for and overseeing the destruction of currency
unfit for circulation; disburses by check, cash, or other means of pay-
ment. for most Government agencies; settles claims involving loss or
forgery of Treasury checks; manages the Government’s central ac-
counting and financial reporting system by drawing appropriation
warrants and other funding authorizations, by maintaining a system of
accounts for integrating Treasury cash and funding operations with
the financial operations of disbursing and collecting officers and of
(Government program agencies including subsystems for the reconcilia-
tion of check and deposit transactions, and by compiling and publish-
ing reports of budget results and other Government financial opera-
tions; provides central direction for various financial programs and
practices of Government agencies; and directs a variety of other fiscal
activities.

Government-wide accounting and reporting

In January 1974, a Treasury task force began a deposit-in-transit
systems study. The objectives of the study are to: (1) Revise the pro-
cedures for reconciling deposit-in-transit differences; and (2) rede-
sign the certificate of deposit forms to facilitate fuller utilization of
automated techniques in processing such forms in the depositary sys-
tem and in the Treasury.

The simplified intragovernmental billing and collection (SIBAC)
system was implemented on July 1, 1974, for civilian Government
agencies within the Treasurv disbursing area. The scope of the system
is presently limited to the billing and payment of training and investi-
gative charges billed by the U.S. Civil Service Commission office lo-
cated in Washington, D.C., and standard level user charges for space
assignments billed by GSA, Public Buildings Service.

The Departments of Agriculture and Treasury joint task force com-
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pleted their study and recommended improved -procedures for deposit-
ing and reporting proceeds from the sale of food stamps. The new food
stamp deposit system was implemented nationwide on January 1, 1974.

During the year procedures were prescribed in the Treasury Fiscal
Requirements Manual for Government agencies concerning: (1) fis-
cal yearend closing operations under Treasury Department Circular
965, Revised ; (2) State tax agreements; (3) an experimental program
to permit voluntary withholding of city income taxes; (4) reporting
revenues and expenditures on the accrual basis; (5) payrolls, deduc-
tions, and withholdings; (6) check-issue disbursing procedures; (7)
requirements for social security account numbers on savings bonds;
(8) instructions for making the retroactive salary payments authorized
under Executive Order 11777; and (9) payments of net pay to finan-
cial organizations and remitting allotments of pay for savings ac-
counts to financial organizations. :

Publication dates were further accelerated for major Government-
wide financial reports including the yearend Monthly Statement of
Receipts and Outlays of the U.S. Government, the Combined State-
ment of Receipts, Expenditures and Balances of the U.S. Government,.
the Annual Report of the Secretary of the Treasury on the State of
the Finances, the Statistical Appendix to the Annual Report, and the
report on Federal Aid to States. :

Beginning July 1, 1974, the Daily Statement of the United States
Treasury will be published in a new format. The new format is de-
signed to disclose the U.S. Treasury’s daily cash and debt operations
in the manner most useful to analysts in the financial community and
the general public, and will be released within 2 days of the date of -
activity instead of 3. Some salient features of the new format are: (1)
All information represents activity which took place on the date of
the statement; (2) activities at Federal Reserve banks, tax and loan
deposttaries, and other demand account depositaries are shown sep-
arately; (8) significant one-time or intermittent transactions are iden-
tified and reported as they occur; (4) transactions in nonmarketable
securities issued to foreign governments are reported separately; and
(5) tax and loan account activity by size category of banks is shown
separately. It is expected that classifications will be refined and ex-

- panded as accounting and reporting techniques are improved. )

During the past fiscal year, the issuance of checks under special
funded checking symbols for reclamation payments due to check
forgeries and Public Debt registered interest payments on U.S.
savings bonds, series H, were converted to the regular Treasury
check-issuance procedures of the Division of Disbursement. o

A joint Fiscal Service project was begun early in the year to review
current methods for handling certain Government-sponsored agencies’
transactions within the U.S. Treasury account and the use of Treasury
and Federal Reserve bank facilities. The first phase of the project,
completed July 1, 1974, involved removing the transactions of pri-
vately owned Government-sponsored agencies from the U.S. Treasury
account. The agencies involved were the Federal National Mortgage
Association, Federal home loan banks, Federal Home Loan Mortgage
Corporation, Federal intermediate credit banks, Federal land banks,
and banks for cooperatives. The transactions related to debt issuance
(including redemption of short-term discount notes), investments,
and other fund transfers of these agencies. The next phase of this



ADMINISTRATIVE REPORTS 121

project will be the elimination of Treasury special agent accounts
maintained for redemption of securities and related payments of
interest for the above agencies’ securities. It is anticipated that this
will be accomplished during fiscal 1975.

Assets and liabilities in the account of the U.S. Treasury .

A table appears in the Statistical Appendix showing the balances
- at the close of fiscal years 1973 and 1974 of those assets and liabilities
of the United States which have traditionally comprised the “Account
of the Treasurer of the United States.” This account designation
was changed effective February 1, 1974, to “Account of the United
States Treasury” by notice in the Federal Register of January 31,
1974. However, the assets and liabilities involved were still separately
accounted for at the close of fiscal 1974, pending completion of a major
systems review. They consist of gold bullion, coin, coinage metal,
paper currency, deposits in Federal Reserve banks, and deposits in
commercial banks designated as Government depositaries. Balances
mentioned herein are on the daily Treasury statement basis and may
differ from those in table 53 in the Statistical Appendix which ison a
fina] accounting basis. :

Gold—The Treasury’s gold stock changed only slightly during
fiscal 1974 in terms of the number of fine troy ounces held. However,
the dollar value increased $1,156.7 million due to revaluation from $38
to $42.2222 per fine troy ounce under the provisions of Public Law
93-110, approved September 21, 1973.1 The revaluation was effected
on October 18, 1973, simultaneously at all locations where gold was
held. The dollar value was $10,410.2 million at the beginning of the
vear, $10410.3 million before revaluation, $11,567.0 million on
October 18,1973, and $11,566.8 million at yearend.

Coinage metal.—Stocks of coinage metal stood at $320.9 million at
the beginning of fiscal 1974 and at $418.3 million as the year ended.
Such stocks include silver, copper, nickel, zinc, and alloys of these
metals which are not yet in the form of finished coins.

Balances with depositaries—The number of depositaries of each
type and the balances on Jure 30. 1974, on the daily Treasury state-
ment basis, are shown in the following table:

Number of Deposits to the
accounts with credit of the
depositaries!  U.S. Treasury

June 30, 1974

Federal Reserve banks and branches. .. ... oo coeeocooiiiueooa. 36 293,195,127, 980

Other depositaries reporting directly to the Treasury:
Special demand 8ccoUNtS . oo iaiiiiiiiiciiinas 11 88, 465, 000
Other: :
DOMEStC. - o o oo 20 20, 037, 617
Forel@n 3. _ .. ... eeee s e 45 22,879, 355

Depositaries reporting through F

General depositaries, ete. .. ..o eeeen 2,030 717,642, 470
Special depositaries, Treasury tax and loan accounts. .. ..._...._.. 13, 601 6, 151, 874, 410
OR8] e eercce e s e mem e ——————— 15, 743 9, 556, 026, 732

t Includes only depositaries having balances with the U.S. Treasury June 30, 1974. Excludes depositaries
designated to furnish official checking account facilities or other services to Government officers, but Which
are not authorized to maintain accounts with the Treasury. Banking institutions designated as general
depositaries are frequently also designated as special depositaries, hence the total number of accounts exceeds
the number of institutions involved. :

2 Includes checks for $276, 40,897 in process of collection.

? Principally branches of U.S. banks and of the American Express International Banking Corp.

1 See exhibit 36.
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Receiving and disbursing public moneys

Government officers deposit moneys which they have collected to the
credit of the U.S. Treasury. Such deposits may be made with the Bu-
reau of Government Financial Operations in Washington, D.C., or at
Federal Reserve banks, or at designated Government depositaries,
domestic or foreign. Certain taxes are also deposited directly by the
employers or manufacturers who withhold or pay them. All payments.
are withdrawn from the U.S. Treasury’s account. Moneys deposited
and withdrawn in the fiscal years 1973 and 1974, exclusive of certain
intragovernmental transactions, are shown in the following table on
the daily Treasury statement basis:

Deposits, withdrawals, and balances in the U.S. Treasury’s account 1973 1974
Balance at beginning of fiscal year. . .coceeceemorcecercecaccecnna- $11, 309, 647, 071 $13, 741, 306,873
Cash deposits: )

Internal revenue, customs, trust fund, and other collections...._.. 253, 206, 887,142 290, 624, 801, 041
Pubiic debt receipts 1L ccieciciieccaa 497, 556,268,758 528,050, 041, 186
855!

Accruals on savings bonds and notes, retirement plan bonds,
and Treasury bills [, 8, 236, 440, 346 11, 374, 887, 297
Purchases by Government agencies . 137,503,631,324 158, 358, 355, 980
Sales of securities of Government agencies in market 2. 28, 057, 892, 802 37,468, 971, 141

Total deposits. oot 633, 080,977,032 686, 410, 570, 091
Cash withdrawals:
Budget and trust accounts, ete. ..o ceoonoreaaiceccianaaan 276,735,923,600 301, 747, 669, 402
Pubiilg debt redemptions 1_ . ... .. 466, 675,124,386 511,131, 830, 766
SS:
Redemptions included in budget and trust accounts........ 5, 693, 504, 307 8, 920, 783,173
Redemptions by Government agencies 2. .- ..oueeecoeanonn. 125,044, 047,256 142, 091, 330, 136
Redemptions of securities of Government agencies in market 2_.__ 20, 341, 007, 521 24,207,161, 479
Total withdrawals. ... ... ..o ioccoaoaiill S 633,014, 503,944 686, 074,548,338
Change in clearing accounts (checks outstanding, deposits in transit,
unclassified transactiqns, etc.), net deposits, or withdrawals (=) _... 2, 365, 186, 714 —3,725,338,138
Balance at close of iscal year_ .. ... oe e e meeeieme————— 13, 741, 306, 873 10, 351, 990, 487

1 For details see Statistical Appendix.

2 ‘“Government agencies,” as here used, includes certain enterprises which have been converted to pri-
vate ownership.

The number of checks paid by categories of disbursing officers dur-
ing fiscal 1973 and 1974 follow: '

Number of checks paid
Disbursing officers

1973 1974

520, 053, 169 575, 642, 273
28, 404, 826 28, 028, 170
36, 665, 847 35, 787, 486
35,767,193 36, 565, 814
29, 887, 097 33, 145, 317

650,778,132 " 708, 069, 060

Investments

The Secretary of the Treasury, under specific provisions of law, is
responsible for investing various Government trust funds. The Depart-
ment also furnishes investment services for other funds of Government
agencies. At the end of fiscal 1974, Government trust funds and ac-
counts held public debt securities (including special securities issued
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for purchase by the major trust funds as authorized by law), Govern-
ment agency securities, and securities of privately owned Government-
sponsored enterprises. See the Statistical Appendix for table showing
the investment holdings by Government agencies and accounts. )

Servicing securities for Federal agencies and Government-sponsored
enterprises—In accordance with agreements between the Secretary
of the Treasury and the enterprises listed below, the U.S. Treasury acts
as special agent for the payment of principal and interest on their
securities. A ecomparison of these pavments during fiscal years 1973
and 1974, on the daily Treasury statement basis, is as follows:

1973 1974
Payment made for— -
Principal Interest Principal Interest
redeemed paid redeemed paid
Banks for cooveratives......._.._......._. $3, 708, 695, 000 $95, 808, 133  $5, 229, 635, 000 $204, 238, 02
District of Columbia Armory Board.__..._._..__.._......_ T70,259 <o icacaaaae 818,03

‘Export-Import Bank of the United States. 402, 158, 721 77,875,366 150,602, 154 140, 490, 55

Federal home loan banks. . ......_....___ 2,111, 331, 000 493,303,838 4,103, 878, 000 923,016, 33
JFederal Home Loan Mortgage Corpora-

713 ¢ 175, 825, 000 66, 052, 353 151, 100, 060 110, 278, 500
Federal Housing Administration.. 86, 426, 000 20, 752, 285 61, 651, 400 19, 989, 382
Federal intermediate credit banks. ... 6,520,995, 000 311,597,393 7,213, 820, 000 438, 828, 191
Federal land banks. _._..._._.__..._._____ 2,373, 510, 500 504,705,990 2,618, 733, 400 618, 795, 279

Federal National Mortgage Association... 2,945,583,000 1,086,926,620 3,407,723, 000 1,135, 304, 787
Government National Mortgage Associa-
tion . 374,865,000 112, 932, 962 111, 070, 000 166, 775, 664

Student Loan Marketing Association . 250,000,000 ...
‘Tennessee Valley Authority._ . 1,158,941,000 ____.___
U.S. Postal Serviee. ... oo iiiiiiiiacanccaacaoee 8,522,601 L. . ...
Washington Metropolitan Area Transit
Authority._ . ... femameoonn 4,008,950 _. . oo 38,363,609
Others. ...l 143, 300 12, 351 187, 525 6,087
B N 7 Y 19,639,532,521 2,783, 449,100 24, 457, 341, 479 3,814,103, 985

’

Disbursements and check claims

During fiscal 1974, a total of 586.7 million checks and savings bonds
were issued by the 11 disbursing offices under Treasury’s centralized
disbursing system at an average cost of $0.0316 in payment of vouchers
certified by 1,300 civilian offices. Over 98 percent of these payment
items were produced by computers. In addition, 113.7 million com-
puter-generated Federal tax deposit forms were produced.

The use of computer systems in the disbursing offices to perform a
wide range of activities again resulted in increased employee produc-
tivity and permitted the Division of Disbursement to provide a variety
of services benefiting Government agencies and the general public.
Several small Government agency offices continued to receive auto-
mated payroll accounting services provided by the disbursing offices.

Following are the significant achievements during fiscal 1974 :

1. The optical character recognition (OCR) system, installed in the
‘Washington Disbursing Center in June 1973, has been operational for
1 full year. Approval was obtained for acquisition and installation of
OCR systems for the Denver Disbursing Center in October 1974 and-
for the Chicago Disbursing Center in January 1975. The OCR equip-
ment reads and converts typed voucher schedule payment data onto
magnetic tape for computer input, expediting preparation of checks
and reducing operating costs. Present plans are to combine miscel-
laneous payment workloads of eight disbursing offices into three OCR
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processing disbursing centers. Annual savings of $544,000 are antici-
pated from the OCR payment system application.

2. The prototype check-wrapping system, in operation for 16
months in the Philadelphia Disbursing Center, manufactures an enve-
lope from a roll of paper while simultaneously inserting a check and
as many as three separate enclosures. Over sustained periods of opera-
tion, the system manufactures envelopes at a rate of 7.5 million per
month. A total of 13 check-wrapping systems will be installed in 6 dis-
bursing offices by the end of fiscal 1976. Estimated annual savings of
$1.5 million are projected.

3. The supplemental security income program went into effect Janu-
ary 1, 1974, This program involves welfare payments to the aged,
blind, and disabled which were formerly made by State agencies.
Checks issued and paid under this program receive special handling in
all areas of the Bureau and in the Federal Reserve banks. This special
handling expedites the processing of claims and the authorization for
the issuance of substitute checks. During the last half of fiscal 1974
approximately 25.9 million checks were processed. This volume is
expected to increase to 60 million yearly.

4. Third-generation computer systems were installed in the Chicago
and Birmingham Disbursing Centers in September 1973 and in the
San Francisco Disbursing Center in November 1973. These systems,
in addition to the ones previously obtained for the Austin, Kansas
City, and Philadelphia Disbursing Centers, provide the Division of
Disbursement with a greater capacity to meet the yearly increases in
check production and to establish and maintain a rapid check claims
research under a computer application.

5. The Kansas City Disbursing Center moved into new quarters on
January 7, 1974. This is the third modern facility designed and con-
structed specifically for disbursing operations.

6. More agencies automated their accounts payable and submitted
magnetic tapes to disbursing offices for the issuance of vendor and
miscellaneous payments. The computer-generated notices that accom-
pany many of the checks provide the recipients with a permanent rec-
ord of the purpose for the check. Use of the notice has obviated agency
and disbursing office handling of large quantities of various size paper
inserts and has reduced inquiries concerning the purpose for the
payments.

7. Computers were utilized to establish an automated check claims
research system in five disbursing centers such as had been developed
in the Chicago Disbursing Center in fiscal 1973. All Social Security
Administration and the supplemental security income payment claims
and returned-check information are processed by computer which has -
served to increase claims-handling efficiency and accuracy as well as
reduce man-hour requirements. Plans for fiscal 1975 are to expand the
computer claims system to Veterans Administration payments and to
implement a pilot program whereby claims for supplemental security
income payments will be processed under a complete computer tape
system for the issuance of substitute checks.

8. Commencing July 1, 1974, the accounting for foreign disbursing
‘was computerized. This entails computer preparation of the monthly
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statement of transactions as well as a monthly detailed listing of all
transactions, disbursements and collections, for 28 South American
and Caribbean posts processed by the Washington Disbursing Center.
The computerized accounting system eliminates certain mechanical
and manual operations with resultant savings in man-hour costs.

The following table is a comparison of disbursing workloads for
fiscal years 1973 and 1974.

Volume
1973 1974

Classification

Operations financed by appropriated funds:
Checks:

Social security benefits _- 809,679,143 324, 627, 344
Supplemental security income program. ... ... oo aecceeeaaan 26, 862, 546
Veterans benefits . . ___.__............. - 78,393,185 78,928, 491
Income tax refunds 63, 410, 752 €09, 233
Veterans national service life insurance dividends program. 1,742,327 2, 870, 965
[ 0271 S SN 62, 084, 181 65,116, 179
Savings bonds. ... icecciianaas .- 7,588, 633 7,643,271
Adjustments and transfers..__._..._._...... e mm e mn—m e ———— 299, 109 299,164
523, 167, 230 571, 367, 193

Operations fi d by reimbur t
Railroad Retirement Board ... ... . oo oo 14,086, 444 . 13, 968, 671
Bureau of the Public Debt (General Electric Co. bond program). ... 1,070, 522 1,409, 201
Total workload—reimbursable items. .. .o cvoeeueeemeeioe o 15, 155, 966 15,377,872
Total Workload. . ... ceceemeer———ee e 538, 323, 196 586, 735, 066

Settling check claims.—During fiscal 1974, the Division of Check
Claims processed 1,055,000 requests to stop payment on Government
checks and 98,000 requests for removal of stoppage of payments. This
resulted in 439,000 paid check claims acted upon during the year,
including 47,000 referred to the U.S. Secret Service for investigation
because of forgery, alteration, counterfeiting, or fraudulent issuance
and negotiation. Reclamation was requested from those having liabil-
ity to the United States on 71,000 checks. During the year 46,000 paid
check claims resulted in settlement checks to payees and endorsers
totaling $12.2 million, and 48,000 claims resulted in payments to other
agencies of $4 million for death and nonentitlement cases. In addition,
218,000 substitute checks valued at $93 million were authorized to
replace checks that were lost, stolen, destroyed, or not received.

A major improvement project is underway to further automate
check claims operations for third-generation computers. During fiscal
1974, the Division of Check Claims was furnished immediate access
via remote terminals to Treasury check stop, intercept, cancellation,
and withdrawal transactions that have been processed since 1972
through the electronic payment and reconciliation system. The time
required for a complete turnover of the paid-check file and reporting
check status has been reduced from once every 4 work days to once
every 2 work days. These improvements expedite the processing time
of a check claim. Additional progress is expected to be reported next
year.
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Banking and cash management

Federal depositary system.—The types of depositary services pro-
vided and the number of depositaries for each of the authorized serv-
ices as of June 30, 1973 and 1974, are shown in the following table:

Type of service provided by depositaries 1973 1974
Recelve deposits from taxpayers and purchasers of public debt securities for

credit in Treasury tax'and 10an 8cCOUNtS. oo e cu e on e aecnaccamaccemean 13,283 13, 601
Receive deposits from Government officers for credit in Treasury’s general

BCCOUNS . - - o oo oo oo oo e e cciecicaacaem o anemmmm e a e 1,158 979
Maintain checking accounts for Government disbursing officers and for quasi-

PUble funas. oo e 7,561 7,369
Furnish bank drafts to Government officers in exchange for collections...._... 908 1,200
Maintain State unemployment compensation benefit payment and clearing

F:Y 20310 1) £ L L SPN 48 47
Operate limited banking facilities:

In the United States and its outlying areas. . . ....coooovoooionmioaeoiouns 210 209
ID fOrelBn AreAS. « eee oo ccecaeccccceasecacmceeaceeeeoemnmnmamnee 231 241

Collecting checks deposited—Government offices during the year
deposited 7.0 million commercial checks,. drafts, money orders, etc.,
with the Cash Services Division in Washington for collection.

Processing Federal tax deposits—Under provisions of Treasury
Department Circular No. 1079, tax withholders and certain taxpayers
are supplied with partially punched cards which they forward to
their banks with their tax payments. The cards are then routed to
Federal Reserve banks which complete the punching and forward
them to the Treasury in Washington. The Bureau of Government
Financial Operations enters the data from the cards on magnetic tapes
which are furnished to the Internal Revenue Service for reconciliation
with taxpayers’ returns. This procedure obviates any handling of tax
remittances in the Department and expedites the crediting of tax
payments in the Treasury’s account.

The types of tax payments which are collected in this manner include
withheld individual income and social security taxes, corporation
income taxes, certain excise taxes, railroad retirement taxes, and Fed-
eral unemployment taxes. Collections received under this procedure
in fiscal 1924 totaled $203,002.9 million and required the processing of
42.4 million cards, compared with $184,041.0 million collected and
38.5 million cards processed in the previous year. The following table
shows the volume of deposits processed by Federal Reserve banks for
fiscal years 1960-74.

Individual Railroad Federal Corporate

Fiscal year incomse and retirement excise income Unemploy- Total
socia:, security taxes taxes taxes ment taxes
axes

9,469, 057 10,625 598, 881 10,078, 563
, 908, 10,724 618,971 . 10,537,763
10,477,119 10,262 610, 026 11,097, 407
11,161, 897 9,937 619, 519 11,791, 353
11,729, 243 9,911 633, 437 12,372, 591
12,012, 385 9,850 644, 753 12, 666, 997
12, 5618, 436 9,986 259,952 12,788,374
15, 007, 304 10, 551 236, 638 15,277,178
17,412, 921 14, 596 233, 083 18, 055, 392
23,939, 080 12,479 . 272,018 25, 520, 659
26, 612, 484 11,622 206, 487 28, 318, 950
28, 714, 687 12,367 323,730 31,255,919
39,336, 761 15, 080 364, 556 35,435, 582
34, 606, 295 11,202 308, 624 38, 489, 847
37,756, 332 10,360 - 452,796 1,803,689 2,340,052 42,362,229

Note.—Comparable data for 1944-69 will be found in the 1962 Annual Report, p. 141.
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Paying grants through letters of credit.—Treasury Department
Circular No. 1075, dated May 28, 1964, established a procedure-to
preclude withdrawals from the Treasury any sooner than necessary
in cases where Federal programs are financed by grants or other
payments to State or local governments or to educational or other
institutions. Under this procedure, Government departments and
agencies issue letters of credit to Federal Reserve banks which permit
grantees to make withdrawals from the Account of the Treasury of
the United States as they need funds to accomplish the object for
which a grant has been awarded.

By the close of fiscal 1974, 89 Government agency accounting sta-
tions were making disbursements through letters of credit. During
the year the Bureau of Government Financial Operations processed
81,408 withdrawal transactions aggregating $38,640 million compared
with 83,953 transactions totaling $35,802 million in fiscal 1973.

In addition, the letter of credit-Treasury RDO system was intro-
duced this year with two agencies on a test basis. In this system agen-
cies issue letters of credit to Treasury regional disbursing offices where
payments are made by Treasury check upon receipt of requests from
grantees. The requests consist of brief status of funds reports which
enable the agencies and the Treasury to review, on a more current
basis, each grantee’s need for funds.

Issuing and redeeming paper currency—The Treasury is required
by law (31 U.S.C. 404) to issue U.S. notes in amounts equal to those
redeemed. In order to comply with this requirement in the most eco-
nomical manner, U.S. notes are issued only in the $100 denomination
in the Washington, D.C., area. In the course of trade, they also appear
in other areas of the country. U.S. notes represent only a very small
percentage of the paper currency in circulation.

Federal Reserve notes constitute approximately 99 percent of the
total amount of currency. The Bureau of Engraving and Printing
prints these notes, holds them in a reserve vault for the account of the
Comptroller of the Currency, and ships them to Federal Reserve
banks as needed.

The Bureau of Government Financial Operations accounts for Fed-
eral Reserve notes from the time they are delivered by the Bureau
of Engraving and Printing until redeemed and destroyed.

The Bureau also retires unfit paper currency of all types received
locally and from Government officers abroad, and handles all claims
involving burned or mutilated currency. During fiscal 1974, payments
totaling $6.1 million were made to 50477 such claimants.

A comparison of the amounts of paper currency of all classes, issued,
redeemed, and outstanding during fiscal years 1973 and 1974 follows:

Fiscal year 1973 Fiscal year 1974
Pleces Amount Pieces Amount
Outstanding July 1__....__._..___ 5,908, 247,159  $58, 901, 971, 440 6, 258, 373, 459 $64, 266, 738, 143

Issues during year........ 2,868,515,604  19,307,752,400 - 2,940,621,243 21,174, 514, 100
Redemptions-during year. ... 2,608,389,304 13,942, 985,697 2,723,701, 821 15, 341, 196, 880
Outstanding June 30.............. 6,258,373,450 64,266,738, 143 6,475, 202, 881 70, 100, 055, 363
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Details of the issues and redemptions for fiscal 1974 and of the
amounts outstanding at the end of the year are given by class of cur-
rency and by denomination in a table in the Statistical Appendix.
Other tables in that volume give further information on the stock and
circulation of money in the United States.

Methods of destroying unfit currency.—For the past several years,
the Treasury has been looking for ways of destroying unfit currency
which are more ecologically clean than the retort type incinerators now
in general use by most of the Federal Reserve banks and the Treasury.
During the fiscal year, six separate tests were made on other kinds of
equipment and three other tests were made on cleaner types of
incinerators.

Of the 86 places where unfit currency is now being destroyed, five
are using hammermills which cause no environmental problems and
provide residue which can be recycled into other uses. Unlike ham-
mermills, the other alternative methods that have been tested require
much developmental work before they can be adapted to currency
destruction. They also would be considerably more expensive than
incineration. : '

Because of the urgent need in some places to replace incinerators,
the Treasury has permitted, until better techniques are available, the
acquisition of new incinerators to destroy currency, provided that they
meet all local air quality requirements. -

Miscellaneous fiscal activities

Auditing—During fiscal 1974, the Audit Staff conducted 71 finan-
cial, compliance, and operational audits of the various Bureau activi-
ties. In addition, visits were made to all Federal Reserve banks and
branches to review operations pertaining to canceling, verifying, and
destroying unfit paper currency Also, management surveys and opera-
tional reviews in selected disbursing areas were performed at six
regional offices. ’

Also completed was the annual examination of the financial state-
ments and related supporting data of surety companies holding Cer-
tificates of Authority as acceptable sureties on bonds running in favor
of the United States (6 U.S.C. 8). Certificates are renewable each July
1, and a list of approved companies (Department Circular 570, Re-
vised) is published annually in the Federal Register for the informa-
tion of Federal bond-approving officers and persons required to give
bonds to the United States. As of June 30, 1974, a total of 286 com-
panies held certificates. ‘ 4

Loans by the Treasury—The Bureau administers loan agreements
with those corporations and agencies that have authority to borrow
from the Treasury. See the Statistical Appendix for tables showing
the status of Treasury loans to Government corporations and agencies
as of June 30,1974.

Defense Production Act.—Loans outstanding were reduced from
$5.6 to $1.9 million during fiscal 1974. Further transfers of $2.3 million
‘were made to the account of the General Services Administration from
the net earnings accumulated since inception of the program, bringing
the total of these transfers to $35.1 million.

Ligquidation of Reconstruction Finance Corporation assets.—The
Secretary of the Treasury’s responsibilities in the liquidation of RFC
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assets relate to completing the liquidation of business loans and securi-
ties with individual balances of $250,000 or more as of June 30, 1957,
and securities of and loans to railroads and financial institutions. Net
income and proceeds of liquidation amounting to $57 million have
been paid into Treasury as miscellaneous receipts since July 1, 1957.
Total unliquidated assets as of June 80, 1974, had a gross book value
of $6 million.

Liquidation of Postal Savings System.—Effective July 1, 1967,
pursuant to the act of March 28,1966, the unpaid deposits of the Postal
Savings System were required to be transferred to the Secretary of
the Treasury for liquidation purposes. As of June 30, 1970, a total
amount of $65,139,269.29 representing principal and accrued interest
on deposits had been transferred for payment of depositor accounts.
All deposits are held in trust by the Secretary pending proper applica-
tion for payment. Through fiscal 1974, payments totaling $57,281,-
015.97 had been made including $518,876.50 during fiscal 1974.

Public Law 92-117, approved August 13,.1971, provided for the
periodic pro rata distribution among the 50 States, the District of
Columbia, Puerto Rico, the Virgin Islands, and Guam of the available
amounts of unclaimed Postal Savings deposits. A distribution of un-
claimed Postal Savings System funds was not made to the States and
other jurisdictions for fiscal 1974 due to the increased amount of pay-
ments being made to rightful owners. ‘

Government losses in shipment.—Claims totaling $415,966.85 were
paid from the fund established by the Government Losses in Ship-
ment Act, as amended (40 U.S.C. 722). Details of operations under
this act are shown in the Statistical A ppendix.

Donations and contributions—During the year, the Bureau of Gov-
ernment Financial Operations received “conscience fund” contribu-
tions totaling $44.165 and other unconditional donations totaling
$1,580,742. Other Government agencies received conscience fund con-
tributions and unconditional donations amounting to $7,841.59 and
$42,801, respectively. Conditional gifts to further the defense effort
amounted to $6,255. Gifts of money and the proceeds of real or per-
sonal property donated in fiscal 1974 for reducing the public debt
amounted to $417, 993. ’ :

Foreign indebtedness

World War I.—The Governments of Finland and Greece made
payments during fiscal 1974 of $352,585 and $328,898.02, respectively.
For status of World War I indebtedness to the United States, see
the Statistical Appendix. :

Credit to the United Kingdom.—The Government of the United
Kingdom made a principal payment of $68.6 million and an interest
payment of $61.8 million on December 81, 1978, under the Financial
Aid Agreement of December 6, 1945, as amended  March 6, 1957.
The interest payment included $10.9 million representing interest
on principal and interest installments previously deferred. Through
June 30, 1974, camulative payments totaled $2,249.9 million, of which
$1,260.7 million was interest. A principal balance of $2,698.9 mil-
lion remains outstanding ; interest installments of $319.9 million which
have been deferred by agreement also were outstanding at the fiscal
yearend.
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Indonesia, consolidation of debts.—The Government of the Republic
of Indonesia made payment in fiscal 1974 of $3,048,680.10 in principal
and $457,218.37 in interest on deferred principal installments in
accordance with the Indonesian Bilateral Agreement of March 16,
1971. The normal payment of interest on principal is not due until
June 11, 1985,

Payment of claims against foreign govermments—The 14th in-
stallment of $2 million was received from the Polish Government
under the agreement of July 16, 1960, and pro rata payments on each
unpaid award were authorized.

The second installment of $984,000 was received from the Hun-
garian Government under the agreement of March 6, 1973. The sec-
ond installment was $39,000 greater than the initial installment be-
cause 6 percent of the dollar proceeds of imports into the United
States from Hungary for the 12 months ending on December 31,

. 1973, exceeded the minimum installment by $39,000, thereby raising
the annual installment. from $945,000 to $984,000. Before any pay-
ment can be made on the Hungarian awards, the Foreign Claims

Settlement Commission will have to adjudicate and certify new
awards.

Administration

During fiscal 1974, approximately 200 employees participated
in formal middle-management and executive training courses. Seven
orientation sessions were conducted for employees of the Check Claims
Division concerning merit promotion, employee development, per-
formance evaluation, and incentive awards.

Thirty-two employees below GS-7 are participating in the upward
mobility program. Target positions are GS-9. Participation in this
program will be extended and further formalized in fiscal 1975 under
the Bureau’s newly developed upward mobility plan.

During the summer, a total of 94 students were employed : 48 sum-
mer aids, 23 summer exam students, 18 Federal junior fellows, and
5 stay-in-schoolers.

This past year, 16 major metropolitan and rural colleges were
visited. Relationships were established and renewed with several col-
leges having a predominance or representative enrollment of minori-
ties and females.

During the year, 105 Vietnam-era veterans were added to the rolls,
30 of whom were appointed under the Veterans Readjustment Au-
thority. At yearend, 45 VRA employees were on Bureau rolls.

Union activity increased somewhat during the year. There are now
four exclusive units: Washington, Birmingham, Austin, and Phila-
delphia Disbursing Centers. However, Austin and Philadelphia re-
main without contracts. The Bureau established and filled the posi-
tion of labor relations officer who will formulate Bureau policy and
provide guidance to local offices.

Bureau of the Public Pebt

The Bureau of the Public Debt, in support of the management of
. the public debt, prepares Department of the Treasury circulars
offering public debt securities; directs the handling of subscriptions



ADMINISTRATIVE REPORTS 131

and making of allotments; formulates instructions and regulations
pertaining to security issues; and conducts or directs the conduct of
transactions in securities. The Bureau performs the final audit of
retired securities and interest coupons; maintains accounting control
over public debt receipts and expenditures, securities, and interest
costs; keeps individual accounts of owners of registered securities
and authorizes the issue of checks in payment of interest thereon;
and adjudicates claims on account of lost, stolen, destroyed, or muti-
lated securities. v

The Bureau’s principal office and headquarters is in Washington,
D.C. Offices also are maintained in Chicago, Ill., and Parkersburg,
W. Va., where most Bureau operations related to U.S. savings bonds
and U.S. savings notes are handled. Under Bureau supervision, many
transactions in public debt securities are conducted by the Federal
Reserve banks and their branches as fiscal agents of the United States.
Approximately 18,400 private financial institutions, industrial organi-
zations, selected post offices, and others cooperate in the issuance of
savings bonds, and approximately 17,100 financial institutions act
as paying agents for savings bonds.

Management improvement

The new building under construction in Parkersburg, W. Va., where
functions of the Chicago and Parkersburg offices will be consolidated
is scheduled for completion in November 1974. Several functions have
already been moved from Chicago. A special storage warehouse has
been built in Ravenswood, W, Va., which is not far from Parkersburg,
to store the microfilm records of all savings bonds sold since 1941 and
other Bureau records. The shipment of these records from the old
facility in Oconomowoc, Wis., will be completed by mid-July 1974.

Four large issuing agents were brought under the system of report-
ing issues of series E savings bonds on magnetic tape rather than by
card-type stubs. This raises the number of issuing agents involved in
this continuing program to 31. Issues by these agents accounted for
approximately 28 percent of the total sales this year.

As of October 1, 1978, social security numbers are required on all
series E savings bonds. This allowed for the conversion of savings
bond registration records from the alpha system to one based on social
security numbers. 'Claims, inquiries, and other actions requiring file
searches are processed more quickly as the numeric identification
eliminates the duplications of alphabetic identification which must be
manually resolved.

Beginning in October, the Bureau started shipping stocks of savings
bonds to issuing agents via armored carriers, rather than using the
Postal Service, thereby saving approximately $327,000. The change
was made because of the abolishment of preferential rates for Govern-
ment agencies which increased postal charges.

The age of the currently used computer equipment in Parkersburg
and the increases in data volume and file storage requirements make
its replacement necessary. A request for proposal is being developed
for this purpose. Work has also begun to expand the expertise in third-
generation software and equipment, to convert computer programs to
COBOL, and to establish an equipment base for data communications
between Washington, Parkersburg, and the Federal Reserve banks.
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A Linotron 1010 electronic composing system is now being used to
produce U.S. savings bond redemption tables. The system prints and
formats the tables from a computer-generated magnetic tape contain-
ing the data and necessary format codes. The Linotron method is
faster, more accurate, and requires less proofreading than the former
method of printing. _

The Federal Reserve banks are now authorized to redeem securities
up to 1 year past the maturity date without wire clearance from the
Bureau. This reduces the number of wires as well as the related search-
ing and other processing steps. Prior to the change, the limit was from
1 to 6 months after maturity depending on the type of security.

The Federal Reserve banks are now wiring reports of public debt
cash transactions to the Bureau early on the morning following the
transaction date. This allows for changes in the debt to be reported in
the Daily Statement of the U.S. Treasury on a current basis. Under
the former “clearance date” system, changes were not reflected up to
14 days after a transaction occurred. ,

The automated system to maintain accounts of owners of registered
Treasury and designated agency securities was fully implemented.
This system provides the Bureau greater accuracy and timeliness in
answering inquiries, reconciling the public debt outstanding accounts,
and providing magnetic tapes to the disbursing office for periodic

. interest payments and annual interest earning statements.

The management and operation of the Bureau’s computer center
was transferred to the Office of the Secretary. The transfer was made
to provide greater efficiency in the utilization of the computer by the
Department of the Treasury. The Bureau’s continued access to the
equipment has permitted the release of a Honeywell 200 system along
with the transfer of several personnel to the new installation.

‘A number of organizational changes were made in the Washington
office to provide better utilization of skills and to improve or simplify
work processing. These changes included : (1) merger of the Securities
Division of the former Office of the Treasurer of the United States
with the Bureau’s Division of Securities Operations; (2) creation of
a Division of Management Analysis with responsibility for manage-
ment analysis and paperwork management duties; (3) reorganization
.of the Registered Accounts Branch to facilitate administration of the
new automated accounting system; (4) abolishment of the Records
Branch with the work transferred to other organizations; (5) con-
solidation of two accounting and reporting functions into one .
Accounts Branch; (6) reorganization of the Division of ADP Serv-
ices into three branches to strengthen management of ADP opera-
tions; and (7) placement of the responsibility of two separate groups
of the Internal Audit Office under one Director and designating the
office as a division to bring it into line with other organizational titles
in the Bureau.

Bureau operations

During the year, 66,068 individual accounts covering publicly held
registered securities other than savings bonds, savings notes, and
retirement plan bonds were opened, and 49,359 were closed. This
increased the number of open accounts to 274,019 covering registered
securities in the principal amount of $9,358 million. There were 455,951

. interest checks with a value of $395 million issued during the year.
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Redeemed and canceled securities other than savings bonds, savings
notes, and retirement plan bonds received for audit included 5,371,948
bearer securities and 198,868 registered securities. Coupons totaling
15,698,060 were received. :

During the year, 36,078 registration stubs of retirement plan bonds
and 8,846 retirement plan bonds were received for audit.

A summary of public debt operations handled by the Bureau
appears on pages 18-25 of this report and in the Statistical Appendix.

U.8. savings bonds.—The issuance and retirement of savings bonds
result in a heavy administrative burden for the Bureaun of the Public
Debt, including auditing and classifying all sales'and redemptions;
establishing and maintaining registration and status records for all
bonds; servicing requests from bond owners and others for informa-
tion; and adjudicating claims for lost, stolen, and destroyed bonds.

Detailed information on sales, accrued discount, and redemptions of
savings bonds will be found in the Statistical Appendix.

There were 143 million stubs or records on magnetic tape and micro-
film representing the issuance of series E savings bonds received for
registration, making.a grand total of 3,789 million, including reissues,
received through June 30, 1974. All registration stubs of series E
bonds and all retired series E bonds are microfilmed, audited, and de-
stroyed, after required permanent record data are prepared by an
EDP system in the Parkersburg office.

Of the 121.1 million series A-E savings bonds and savings notes
redeemed and charged to the Treasury during the year, 118.3 million
(98 percent) were redeemed by authorized paying agents. For these
redemptions the agents were reimbursed quarterly at the rate of 15
cents each for the first 1,000 bonds and notes paid and 10 cents each
for all over the first 1,000 for a total of $15,284,293 and an average of
12.93 cents per bond and note. ‘

Interest checks issued on current income-type savings bonds (series
H) during the year totaled 4,276,054 with a value of $425 million. New
accounts established for series H bonds totaled 121,919 while accounts
closed totaled 135,166. ’

Applications received during the year for the issue of duplicates of
savings bonds and savings notes lost, stolen, or destroyed after receipt
by the registered owner or his agent totaled 54,204. In 30,157 of such
cases the issuance of duplicate bonds was authorized. In addition, 9,732
applications for relief were received in cases where the original bonds
were reported as not being received after having been mailed to the
registered owner or his agent.

OFFICE OF FOREIGN ASSETS CONTROL

The Office of Foreign Assets Control administers five sets of regula-
tions which implement the Department of the Treasury’s freezing
controls. The Foreign Assets Control Regulations and the Cuban
Assets Control Regulations prohibit, unless licensed, all trade and
financial transactions with North Korea, North Vietnam, Cuba, and
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their nationals. These regulations also block assets in the United States
of such countries and their nationals. Undeér general licenses contained
in the regulations, all transactions with the People’s Republic of China
are now authorized except transactions abroad by foreign firms owneq
or controlled by Americans involving shipment to the People’s Re-
public of China of internationally controiled strategic merchandise,
unless the transaction is appropriately licensed under the Transaction
Control Regulations (see below). Also, transactions in Chinese assets
blocked in the United States as of May 6, 1971, remain prohibited.

The Transaction Control Regulations supplement the export con-
trols exercised by the Department of Commerce over direct exports
from the Unitedy States to Eastern Europe and the U.S.S.R. These
regulations prohibit, unless licensed, the purchase or sale, or the
arranging of the purchase or sale, of strategic merchandise located
outside the United States for ultimate delivery to Communist countries
of Eastern Europe, the U.S.S.R., the People’s Republic of China, North
Korea, and North Vietnam. The prohibitions apply not only to do-
mestic American companies but also to foreign firms owned or con-
trolled by persons within the United States. A general license permits
sales of these commodities to the listed countries other than North
Korea and North Vietnam, providing shipment is made from and
licensed by a COCOM-member country. (COCOM is a NATO entity.)

The Oﬂllloe also administers controls on assets remaining blocked
under the World War II Foreign Funds Control Regulations. As a
result of an agreement with Hungary, all freezing controls over
Hungarian property were removed in 1973. These controls continue
to apply to blocked assets of Czechoslovakia, Estonia, Latvia, Lith-
uania, Kast Germany, and nationals thereof who were, on December 7,
1945, in Czechoslovakia, Estonia, Latvia, or Lithuania or, on Decem-
ber 31,1946, in East Germany.

Finally, the Office administers the Rhodesian Sanctions Regula-
tions, controlling transactions with Rhodesia and its nationals. The
regulations implement United Nations Resolutions calling upon mem-
ber countries to impose mandatory sanctions on Southern Rhodesia.
An exception to the prohibition against imports of merchandise of
Southern Rhodesian origin is authorized by general license for certain
strategic and critical materials, pursuant to Section 503 of the Military
Procurement Act of 1971. A

Under the Foreign Assets Control Regulations and the Transaction
Control Regulations, the number of specific license applications. re-
ceived during fiscal 1974 (including applications reopened) was 89.
During the year a total of 89 applications were acted on. o

Applications for licenses and requests for reconsideration under the
Cuban Assets Control Regulations totaled 380. During the year, 337 -
applications were acted on.

During the same period, 308 applications (including applications
reopened) were received under the Rhodesian Sanctions Regulations;
289 applications were acted upon. Comparable figures under the For-
eign Funds Control Regulations for this period were 30 (including
reopened) received, and 38 acted on. \

Certain broad categories of transactions are authorized by general
licenses set forth in the regulations; interested parties may engage
in such transactions without securing specific licenses.
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During fiscal 1974, violations of the regulations administered by
this Office resulted in (a) criminal prosecution by the Department of
Justice and conviction in one case, with a court fine of $5,000 and
forfeiture of merchandise valued at $45,462, and (b) civil penalties
and merchandise forfeitures amounting to $80,122. The total value
of merchandise under seizure at the end of the fiscal year amounted to
$2,564,382.

INTERNAL REVENUE SERVICE®

The Internal Revenue Service administers the internal revenue laws
embodied in the Internal Revenue Code (title 26 U.S.C.) and certain
other statutes, including the Economic Stabilization Act of 1970, as
amended (Public Law 92-210, 85 Stat. 743).

Receipts, refunds, and returns filed

Gross tax collections in fiscal 1974 rose to a record high of $269.3
billion, an increase of $31.6 billion or 11.7 percent over 1973.

Individual income tax receipts were $141.4 billion, a $16.3 billion
or 13-percent increase over last year, reflecting the substantial growth
in personal income.

orporate income tax collections totaled $42.7 billion, up $3.6 billion
(9 percent) over 1973. Higher corporate profits generated by the
economic expansion which began in calendar year 1971 accounted for
the increase.

Employment tax collections amounted to $62.6 billion, a rise of more
than 20 percent over the previous year. These collections include
social security and other payroll taxes, unemployment insurance, and
payments by the elderly for medicare. The growth of salaries and
wages and increases in the taxable wage base Influenced the gains in
employment tax collections.

More than 65 million Americans received refunds in 1974. The $28.1
billion refunded was also 2 new high.

Almost 122 million returns of a%l types were filed in 1974 and proc-
essed by IRS service centers, compared with nearly 117 million in
1973. Individuals filed 83.9 million returns, compared with 80.4 mil-
lion in 1973. Over 22 million (26 percent) of these individuals used
the short form 1040A. Returns in 1974 were more completely and ac-
curately prepared, were filed earlier by taxpayers, and were processed
kf)a;ter y service center personnel with fewer problems than ever .

efore. :

Assisting and informing taxpayers

Taxpayer service—The Service recognizes its obligation to hels
taxpapers report and compute their tax liabilities and file timely an:
accurate returns. Each year, the IRS assists millions of taxpayers by
answering their questions and helping them complete returns. :

1 Additional information will be found in the separate Annual Report of the Com-
missioner of Internal Revenue.
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Toll-free telephone service was extended to all 58 districts in Janu-
ary 1974, Under this system, any taxpayer in the United States can
obtain tax assistance without paying a long-distance charge. The toll-
free numbers were listed in the income tax packages. In addition, a
taxpayer may now use the toll-free telephone network to call IRS for
clarification of computer-generated bills and notices regarding his
account. The IRS implemented nationwide a program of inserting a
stuffer with such notices listing taxpayer service toll-free numbers
and inviting taxpayers to call IRS for an explanation of the notice
and what is required.

Walk-in taxpayer service was offered in 778 permanent locations
and over 300 temporary locations. During fiscal 1974, the IRS received
34,448,599 written, telephone, and walk-in inquiries. While taxpayers
were encouraged to prepare their own returns, IRS personnel pre-
pared individual returns for taxpayers who required this service.

In four districts, minicomputers were used for automatic prepara-
tion of form 1040A returns for individuals. This program was geared
to taxpayers least able to prepare their own returns and least able
to pay reliable practitioners. During the filing period, the IRS pre-
pared over 31,000 returns with minicomputers.

During the 1974 filing period, 644 locations (including 91 temporary
sites) extended their office hours to help taxpayers not able to call or
visit during regular hours. Walk-in service accounted for about 25,000
extended hours and toll-free telephone service for about 7,000 hours.

The number of permanent taxpayer service représentatives increased
this year from 1,400 to just over 1,900.

. The Service program to provide tax information in Spanish was
extended in 1974. Districts with a high concentration of Spanish-
speaking taxpayers employed Spanish-speaking taxpayer service rep-
resentatives at 97 locations. ’

More than 811,000 low-income taxpayers received assistance under
the volunteer income tax assistance program (VITA). Under VITA,
which the Service started in 1969, volunteers from civic, community,
church, senior eitizen, and student groups provide free tax assistance
to low-income people, retired persons, and others who have difficulty
in coping with tax returns and generally cannot afford to have their
returns prepared by practitioners. ,

Further improvements in the scope and quality of taxpayer service
are anticipated next year under a reorganization to be implemented
July 1974 which will separate taxpayer service from IRS enforce-
ment activities at the district office level. -

IDRS installed.—A milestone was reached during fiscal 1974 when
the integrated data retrieval system (IDRS) was installed nationwide
in all district and area offices and the office in Puerto Rico. IDRS
links these offices, through video terminals, to computer files at the
IRS service centers.

- This video service speeds action on cases requiring special attention,
such as refund inquiries, delinquent accounts, major errors in a tax-
payer’s balance, duplicate returns filed, and on cases expected to
involve additional correspondence with the taxpayer. Inquiries which
formerly took 4 weeks to process are now handled in a few seconds
through IDRS.
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Informing taxpayers through the media—The Service continued to
provide tax information through the Nation's mass media. Over 18,000
radio and TV stations, daily and weekly newspapers, and magazines
received TRS material designed to inform and assist taxpayers. IRS
personnel participated in 8,000 interviews, answered over 25,000 media
inquiries, and delivered over 6,000 talks to citizen groups.

More than 8,500 news releases were issued to the media. Releases cov-
ered such topics as the advantages of filing returns early, services avail-
able to taxpayers, appeal rights, the Presidential election campaign
fund checkoff, and tax relief for victims of natural and other disasters.
Tax question-and-answer columns were prepared and distributed
weekly to newspapers and magazines nationwide.

Tax forms and publications

Taxpayers found a number of improvements in their 1973 income
tax forms package. Instructions for forms 1040 and 1040A were short-
ened and simplified. Also, taxpayers were no longer required to list
the recipients of contributions for which they had canceled checks or
receipts or to list names and dates for claimed payments to doctors,
dentists, and hospitals.

Other changes included the reduction of revenue sharing questions
to a single item and the listing of toll-free IRS taxpayer assistance
telephone numbers in the tax packages. .

Form W-2, Wage and Tax Statement, for 1974 was changed to facili-
tate mechanical matching of wage and other information documents.

Campaign fund checkoff.—With a change in law eliminating party
preference, the Presidential election campaign fund checkoff designa-
tions were placed on the face of forms 1040 and 1040A, eliminating
the need for filing a separate form. More taxpayers took advantage of
this option. Of the 78.8 million 1973 tax returns processed in fiscal
1974, 11.8 million or 15 percent carried designations totaling $16.6
million. In addition, 833,000 or 7 percent of the 1973 returns showed
designations totaling $8.6 million for 1972 by taxpayers who failed to
designate last year and took advantage of a second opportunity on
their 1973 returns. During the last 2 years, taxpayers have earmarked
a total of $25.3 million to the fund for the 1976 Presidential election
campaign, subject to final appropriation by the Congress.

Communications with taxpayers—In 1974, the Service expanded its
efforts to improve the tone, responsiveness, and clarity of written com-
munications to individual taxpayers and to reduce the number of dif-
ferent types of form letters and notices used. Service personnel re-
viewed more than 1,600 letters, notices, and stuffers to improve their
quality, prevent duplication, and eliminate obsolete communications.
Over 500 were eliminated or consolidated through this centralized
review process. .

All correspondence with taxpayers now will contain a telephone
number and, on manually prepared items, the name of an IRS em-
ployee who can answer questions about the particular piece of cor-
respondence.

Audit Division contact letters were revised to make them clearer
and more informative and to relieve taxpayer apprehension concern-
ing audit actions. Initial contact letters were completely revised to tell
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the taxpayer about the examination process and that audit selection
does not imply dishonesty or suspicion of criminal liability. In addi-
tion the contact letters describe appeal rights.

Tax publications.—Approximately 100 tax publications have now
been developed by the Service to provide guidance to taxpayers by
explaining the tax law in nontechnical language.

pecial publications were developed for taxpayers faced with un-
usual problems. For example, new Publication 583, Recordkeeping for
a Small Business, illustrates the type of records that a small business
needs for tax purposes. Publication 584, Workbook for Determining
Your Disaster Loss, was prepared to assist disaster area taxpayers.

Other new publications released in 1974 were Publication 585, Vol-
untary Tax Methods to Help Finance Political Campaign, and Publi-
cation 586, The Collection Process, and Publication 578, Tax Informa-
tion for Private Foundations and Foundation Managers.

Tax rulings and technical advice

The Service’s rulings program consists of private letter rulings and
published revenue rulings. :

A private letter ruling is a written statement issued to a taxpayer
by the Office of the Assistant Commissioner (Technical) in the Na-
tional Office interpreting and applying the tax laws to a specific set of
facts. Such a ruling provides advance advice concerning the tax effect
of a proposed transaction so that taxpayers may plan their financial
affairs in such a way that a proposed transaction complies with the
tax laws, thus avoiding future controversy and litigation with the IRS.

A published revenue ruling is an interpretation of the tax laws is-
sued by the National Office and published in the Internal Revenue
Bulletin for the information and guidance of taxpayers, practitioners,
and TRS personnel. Most revenue rulings are letter rulings which are
found to be precedent setting or to have broad enough applicability that
they could be used as a general guideline by people in similar situations.

In addition to the following tabulation, the Service processed 14.329
applications from taxpayers for permission to change their accounting
period or method and made 932 earnings or profit determinations.

Regquests for tax rulings and technical advice (closings), fiscal 1974

Subject Total Taxpayers Field
B requests requests

Total .o el eevmes eeeead ememeaa e 15, 619 14,017 1,602
Actuarial matters. .. ........_..._...__i.__ 1,077 1,019 58
Administrative provisions...______._........ - 50 4 8
Employment and self-employment taxes..... - 472 423 49
Engineering questions. ... .._.......... .- 109 69 40
Estate and gift taxes_____ Cevemcane - 382 317 65
Exempt organizations. ..o..eooccooooeoanas - 4,547 4,120 427
Other excise taxes. : - 515 421 94
Other income tax matters........oooo o oo ool 6,498 6,196 302
Pension trusts. ..o ieme———————— 1,969 1,410 559

Internal Bevenue Bulletin—In addition to rulings, the weekly In-
ternal Revenue Bulletin also publishes procedures and other signifi-
cant technical developments for the guidance of taxpayers, tax
practitioners, and Service personnel. The contents of the weekly
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Bulletins are compiled and published semiannually as Cumulative
Bulletins.

While revenue “rulings” state the Service position on issues of gen-
eral interest, revenue “procedures” announce practices and procedures
that affect taxpayers’ rights and obligations.

During 1974, items published in the Bulletin included 636 revenue
rulings, 44 revenue procedures, 13 public laws relating to Internal
Revenue matters, 5 committee reports, 7 Executive crders, 37 Treasury
decisions containing new or amended regulations, 10 delegation orders,
3 Treasury Department orders, 5 court decisions, 7 notices of suspen-
sion and disbarment from practice before the Service, and 150 an-
nouncements of general interest.

The Bulletin Index-Digest System provides a comprehensive and
rapid method of researching material published in the Internal Reve-
nue Bulletin on income, estate and gift, employment and excise tax
matters. Paid subscriptions to the Bulletin Index-Digest ordered from
the Superintendent of Documents by individuals and firms outside the
Service totaled 9,409, over twice the 3,538 of 1973, the first year it was
published. It is planned to update the Bulletin Index-Digest System
every 2 years. Material currently available in the basic volumes and
cumulative supplements through December 1974, will be consolidated
and republishe(f next year.

Exempt organizations—IRS published a series of rulings affecting
tenants and homeowners associations. The Service ruled that an
organization formed to represent tenants of an apartment complex
in negotiations is not exempt as a social welfare organization. Also, an
organization formed by the unit owners of a condominium housing
project to provide for the management, maintenance, and care of the
common areas of the project is not a social welfare organization. But
a homeowners association which serves a community ordinarily identi-
fied as governmental and which does not provide exterior maintenance
of private residences, is exempt as a social welfare organization where
thei) l(;omrnon areas and facilities of the community are open to the
public.

Estate and gift taxes.—Field offices are making extensive use of the
National Office computerized program for making interrelated estate
tax computations. These computations require solving for two or more
mutually dependent unknown quantities. In fiscal 1974, the National
Office processed approximately 445 requests for such computations.

Pension trust activity—Pension trust activity was influenced con-
siderably by the pending pension reform legislation.! The trend of
Increasing requests for determination letters on the qualification of
pension and profit-sharing plans continued, while the total number
of participants in such plans decreased from prior years.

The Senate passed a comprehensive pension reform bill (H.R. 4200)
on September 19, 1973. The House of Representatives passed a sub-
stantially different bill (H.R. 2) on February 28, 1974, The Senate
considered H.R. 2, but amended it on March 4, by deleting the House-
passed provisions and substituting therefor the provisions of H.R.
4200 as previously passed by the Senate. Conference committee hear-
ings followed to iron out the differences between the House and Senate

1 See exhibit 43.
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versions. A major problem involved differing provisions relating to
jurisdiction in administering plans.

Ensuring compliance

The IRS audit activity is aimed at achieving and maintaining the
highest possible degree of voluntary compliance with the tax laws.
While the audit activity is the heart of IRS compliance efforts, vir-
tually every return received is subject to varying degrees of scrutiny
by man and machine.

All returns received in the 10 IRS service centers are checked for
completeness and accuracy in preparation and for such clearly un-
allowable items as the taking of a partial exemption or duplicate de-
ductions. Computers in the service centers check the accuracy of every-
one’s math and screen returns for additional items which may have
escaped manual detection such as failure to reduce medical deductions
by 3 percent of adjusted gross income.

Returns selection.—As its primary means of selecting returns for
audit, the Service uses computers programmed with mathematical
formulae—the discriminant function (DIF) system—to identify re-
turns having the highest probability of tax error. Returns with the
highest score under the DIF system are then selected for audit.
Through this system, the IRS has reduced the number of taxpayers
contacted whose audit would result in no tax change from 40 percent
in 1969 to 28 percent in 1974.

Returns also are selected for audit by the “automatic” selection sys-
tem under which all returns are screened by computers with certain
crigeria applied which can trigger automatic selection of a return for
audit.

A third computerized selection system, the taxpayer compliance
measurement program (TCMP), makes a random selection of returns
within each income class for research purposes such as updating DIF
formulae on more current taxpayer filing and reporting characteris-
tics.

Some returns are also manually selected for audit for a number of
reasons. For example, if the IRS 1s auditing the return of one business
partner, the returns of additional partners in the same business may
also be audited. Other returns may be manually selected as a result of
information from other enforcement activities, news reports, or crim-
inal investigations. The IRS also routinely screens returns of people
requesting a tax refund or attempting to carry back to a previous year
an investment credit or net operating loss.

In audits of large business firms where accounting records are proc-
essed through automatic data processing systems, the IRS uses com-
puter applications records for rapid retrieval, analysis and calculation
of data. The computer checks great masses of data that would be
impractical to do manually and prints only data of audit interest.
This technique results in substantial savings in manpower and money
for the Service and the taxpayer.

Results of audit activity—The Service examined 2,107,664 returns
in 1974, Additional tax and penalties recommended amounted to $5.8
billion, and an increase of $0.8 billion over 1973.

Three of every four examinations involved individual income tax
returns. These returns accounted for $1.2 billion in tax deficiency
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recommendations. Corporate returns, representing 6.4 percent of total
examinations, produced recommendations for assessment of an addi-
tional $3.9 billion. .

Not all examinations resulted in an increase in tax liability. In 1974,
Service examinations disclosed overassessments on 102,765 returns, re-
sulting in refunds of $363.5 million.

Appeals system.—As previously indicated, taxpayers are advised of
their rights within the TRS at the earliest stage—initial contact letter.
In addition, the Service revised Publication 556, Audit of Returns,
Appeal Rights, and Claims for Refund, in November 1973, to explain
in more detail, the IRS appeals system as well as the taxpayer’s right to
g,ke his case to a district court, the Court of Claims, or the U.S. Tax

ourt,

The Small Tax Case Division of the U.S. Tax Court is available to
taxpayers with a proposed deficiency of $1,500 or less. The court holds
hearings in 104 cities. Most taxpayers, however, resolve disputes
through the IRS appeals system.

On April 1, 1974, the IRS implemented a new procedure which per-

~mits conferees in district offices to settle tax disputes involving $2,500
or less in proposed tax deficiency overassessment or a claim for any
one year. Previously, only the Appellate Division of IRS regional
offices could make such a settlement. The change is expected to elim-
inate red tape and improve service for many low-income taxpayers
contesting tax deficiencies. The IRS has district conferees in each of
58 district offices and 34 area offices, and a conference can be arranged
in most of more than 700 additional locations.

In 1974, the appeals function disposed of 47,602 cases by agreement ;
the Tax Court decided 997 cases; and the U.S. district courts and
Court of Claims decided 369 cases.

Tax froud investigations.—The Intelligence Division enforces the
criminal provisions of the tax laws by investigating allegations of tax
fraud, including income, estate, gift, and excise tax evasion, failure to
file returns, filing false withholding exemption statements (W-4),
filing false refund claims, failure to remit trust funds collected, and
claiming false estimated tax credits. :

In 1974, the Intelligence Division completed 7,215 investigations and
recommended prosecution in 2,454 cases. Grand juries indicted 1,441
taxpayers. Prosecution was successfully completed in 1,632 cases. In
1,062 cases, taxpayers entered guilty pleas and in 191 cases, taxpayers
were convicted after trial. Acquittals and dismissals totaled 97 and
115, respectively. v

Oollecting delinquent accounts.—In 1974, the Service collected $2.5
billion in delinquent taxes, an increase of $183 million over 1973.

The Service extended the integrated data retrieval system (IDRS)
to the delinquent accounts process in all 58 districts in 1974.

The Service has long recognized that preventing a delinquency is
as equally important as collecting a delinquent account. In 1974, the
concept of delinquency prevention received new emphasis. During the
year, the IRS was able to devote increased man-years to this aspect
of compliance. Under the delinquency prevention program, the IRS
uses a variety of methods to identify those businesses whose profiles
and histories indicate a significant risk for accruing delinquency. Then
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a preventive contact is made to help the taxpayer eliminate the cause
of potential delinquency and meet his tax filing and paying obligations.

Stabilization and energy activities

IRS and stabilization.—From the inception of the economic stabili-
zation program in August 1971, the Internal Revenue Service played
a léey role in the administration and enforcement of Phases I, II,
and IIT. '

Phase IV became effective August 13, 1973, and the responsibilities
of the Service were changed and broadened. The Service was author-
ized to perform highly technical and analytic tasks formerly reserved
to the Cost of Living Council. The IRS was given responsibility to
receive and process price increase requests, review quarterly profit
margin reports, issue subpoenas for witnesses and books, and compro-
mise and collect civil penalties for violations. - .

During Phase IV, the Service processed over 10,000 price increase
prenotifications involving 814 firms. The Service completed 8,890 of
these cases and transferred 1,679 to the Cost of Living Council. The
total dollar amount of the price increases requested was approximately
$11.6 million, of which $9.8 million was granted and $1.8 million (15.4
percent of the total increases requested) was either denied or
withdrawn. o :

. The Service also monitored certain industries during Phase IV and
conducted 1,400 surveys of plastics, rubber, chemicals, lumber, fabri-
cated metal, fertilizer, and textile firms to determine which prices
had risen and what allocation or supply problems existed.

The Service conducted a total of 8,393 investigations to ensure com-
pliance with the economic stabilization regulations. Of these investi-
gations, 20 were referred to the Department of Justice for appropriate
action. ‘

The Economic Stabilization Act expired on April 30, 1974, and the
Service focused its efforts on finishing up investigations initiated before
April 30 and accepting required filings of quarterly and annual proe-
essing. Stabilization personnel were phased back into tax adminis-
tration by June 30, and the stabilization function ceased to exist. One
liaison officer in the National Office on the staff of the Assistant Com-
missioner (Compliance) and liaison officers in each key district were
designated to handle any post-June 30 matters which might arise.

Energy activities—During the latter part of 1973, the energy short-
age became critical, and the Federal Energy Office (FEQ) was created
to oversee energy-related problems.

Since petroleum firms were subject to Phase IV economic stabiliza-
tion wage and price controls, the IRS already had employees experi-
enced in conducting petroleum investigations. The Service was, there-
fore, called upon to continue enforcing energy controls until FEO
could assume this responsibility. A memorandum of understanding
between the FEQ Administrator and the Commissioner defined the
roles of the FEO and IRS and set forth the Service’s authority to carry
out its responsibilities. The agreement provided that the Service would
supply 300 field enforcement personnel for FEO. As new FEO inves-
tigators were permanently assigned, the 300 IRS investigators would
be returned to stabilization work.
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From February through April 1974, the IRS recruited, hired, and
trained 860 new employees to form a field enforcement staff for FEO.
Although these new employees were on the FEO’s rolls at all times, the
Service had direct control and supervision over them until the Federal
Energy Administration assumed the resgonsibilit for direction and
contr%i’ of energy activities on July 1. Between December 1973 and
the end of the fiscal year, the Service’s goal was to enforce energy
regulations for the FEO and to enable the FEO to assume the enforce-
ment responsibility. During this period, the IRS 1nitiated approxi-
mately 64,000 investigations, primarily of retail gasoline, diesel fuel,
home heating oil, and propane dealers. Some 15,000 violations were
found, and over $25 million was refunded either to specific customers
or to the marketplace.

Inquiries from the public reached a peak of 63,000 calls per week
in February 1974, when the nationwide gasoline shortage was most
severe. Although these calls flooded district office telephone lines during
the tax filing season, inquiries were handled without detriment to tax
assistance. .

"The Service also instituted a refiner audit and review program, which
measured the compliance of major refiners with the price regulations.
This program terminated with completion of the first review on
May 31, 1974. The review identified substantial amounts of improper
cost passthroughs. The information was turned over to FEO for
resolution.

International and State assistance activities

IRS international programs cover three functional areas: Adminis-
tration of tax laws as they apply to U.S. citizens living abroad, non-
resident aliens, and foreign corporations; participation in the
negotiation of tax conventions or treaties with foreign countries
to prevent double taxation; and assistance to developing countries
in improving their tax administration systeras.

Tax admanistration abroad.—The Service maintains a system of
permanent foreign posts to help tie together its domestic and foreign
tax programs. IRS representatives at these stations engage in a variety
of compliance and taxpayer assistance activities and provide a valu-
able communication link with foreign tax agencies.

In 1974, five additional posts were authorized for location at U.S.
embassies or consulates in: Canberra, Australia; Caracas, Venezuela;
Johannesburg, South Africa; Kuala Lumpur, Malaysia; and Teheran,
Iran. The new posts are scheduled to be operational in fiscal year
1975. They are in addition to posts already established in Bonn, Lon-
fii)on.] Paris, Rome, Tokyo, Ottawa, Mexico City, Manila, and Sao

aulo. : :

The overseas taxpayer assistance program in 1974 was the most
comprehensive in its 21-vear historv. For the first time, the IRS Office
of International Operations (OIO) assigned a full-time taxpayer
service representative (TSR) to each of its nine foreign posts from
Januarv through June.

In addition, OIO detailed 11 other TSR’s to travel to a total of
110 cities in 61 countries. The TSR’s provided individual counsel or
conducted classroom-type seminars according to the particular needs

553554 O - 74 - 12
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of each location. More than 45,000 U.S. civilians abroad received
assistance.

Another annual service provided by OIO was a 4-day course of tax
instruction at eight military bases around the world. During January
and February, approximately 600 Armed Forces personnel attended
these classes. As a result of this indoctrination, they, in turn, were
able to provide tax assistance to fellow servicemen stationed overseas.

For the third consecutive year, the Service continued to improve
overseas compliance by detailing examining teams of revenue agents
and tax auditors to its foreign posts to conduct onsite audits.

The Service began a new program in 1974 to counteract overseas
delinquency in tax payments, which previously had received only lim-
ited attention. Under the new program, delinquent taxpayers are con-
tacted by revenue officers detailed abroad for this purpose. This col-
lection program is expected to bring about a significant reduction in
the overseas delinquency problem. :

The use of magnetic tape in filing information returns is being
expanded in the international area. Discussions were conducted with
representatives of foreign industrial firms to determine whether suf-
ficient technical integration exists for them to file on magnetic tape.
Some companies are presently filing on tape and others are actively
considering it. At present, approximately one-half of all information
concerning tax withholding relating to foreign taxpayers is filed on
magnetic tape.

Tax treaties—Under tax treaty programs, U.S. and foreign tax
officials exchange information to help eliminate tax avoidance. They
also hold periodic meetings to develop new avenues of cooperation,
to eliminate double taxation, and to clarify application and interpreta-
tion of tax treaties. During the past year, an income tax treaty was
signed with Romania. This treaty, along with a similar agreement
between the United States and the Soviet Union, awaits ratification
by the Senate.

In 1974, the Commissioner announced an expanded information
exchange program between the IRS and tax agencies of treaty
countries.

Technical assistance in tax administration—The Tax Administra-
tion Advisory Staff assigns tax advisers, upon request, to developing
countries to help them modernize their tax administration systems. At
the end of fiscal 1974, there were 14 advisers in 7 countries—Bolivia,
Colombia, Guatemala, Paraguay, Trinidad-Tobago, Uruguay, and
Vietnam.

The Inter-American Center of Tax Administrators (CIAT), which
consists of 26 member countries of the Western Hemisphere, sponsors
technical seminars in tax administration each year. The Commissioner
led the U.S. delegation to the eighth annual CIAT assembly in Kings-
ton, Jamaica, in May and delivered a paper on the organizational com-
ponents and design of management and information systems for tax
administration.

_Tax administration officials from other countries also visit IRS fa-
cilities to discuss mutual problems or for training purposes. During
fiscal 1974, 266 officials from 57 different countries participated. More
than 3,800 officials from 11 countries have visited the IRS during the
past 12 years.
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Canada topped the list in 1974 with a total of 35 visitors, including
the Minister of National Revenue who, along with 10 staff members,
met with the Commissioner and key IRS officials for 2 days in
February.

Aid to State tax authoritiecs.—Under the Intergovernmental Per-
sonnel Act, IRS advisers have helped State tax oélces improve their
programs and have contributed to increased cooperation between IRS
and State taxing authorities. This year, IRS assisted the States of
ﬁlorida, Illinois, and Rhode Island and the Commonwealth of Puerto

ico.

In fiscal 1974, the Service provided 63 training spaces in basic rev-
enue agent and other compliance classes and ADP courses for taxation
emp10{7ees of State governments. IRS also conducted courses in man-
agerial and supervisory skills, taxpayer education, and taxpayer rela-
tions for State agencies at their training facilities.

Integrity programs

Internal aundit and security programs help Service managers main-
tain high levels of integrity and efficiency.

The Internal Audit Division reviews Service operations to make
sure that they are being carried out properly and efficiently.

The Internal Security Division conducts background investigations
of applicants and investigates complaints of misconduct or irregulari-
ties concerning employees. The Division also investigates persons out-
side the IRS who attempt to corrupt Service employees or who threaten
or assault employees.

Management actions resulting from internal audits have helped im-
prove taxpayer service, increase operating efficiency, strengthen in-
ternal controls, and foster a climate of integrity within the Service. In
areas where monetary measurement is possible, savings and additional
revenue from inspection activities in-fiscal 1974 are estimated to ex-
ceed $71 million. This amount includes $36 million from examination
of an elaborate Florida land development tax avoidance scheme.

Advisory groups

The Commissioner’s Advisory Group was reinstituted when the
Commissioner appointed 12 prominent accountants, attorneys, and
educators to serve as his advisory group during the 1974 fiscal year.
The group, which held three 2-day meetings during the fiscal year and
which will hold another meeting in the fall of 1974, provided the Com-
missioner with useful eriticism and viewpoints on IRS operations so
that the Service could do a better job of serving the American public.
Members of the group serve without compensation, and their selection
is based on nominations submitted by professional organizations in
the tax field and by IRS officials throughout the country.

Art advisory panel—Beginning in 1968, a panel of art experts—
museum directors, scholars, and art dealers—has helped the Service
determine the acceptable claimed value of works of art donated to
charity and the reported value of art for estate and gift tax purposes.
In its 6 years of operation, the panel has reviewed approximately $116
million worth of art and has recommended valuation adjustments of
approximately $31 million.

-At the three meetings held during fiscal 1974, the 12-member panel
reviewed works of art valued in tax returns at approximately $33
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million. The panel recommended substantial adjustments in approxi-
mately one-half of the valuations reviewed.

Planning activities

Modernization of the Service’s automatic data processing system
highlighted planning activities of 1974.

A major redesign of data processing systems—the tax administra-
tion system—is being developed by the Service to bring about such
improvements as more rapid issuance of refunds, more efficient han-
dling of taxpayer inquiries, and expanded computerization of com-
pliance programs.

Equipment acquisition plans call for evaluation of vendor proposals
and recommendations of contract awards during the first half of 1975.
Initial testing of the first phase of the system, in one of the 10 service
centers, is planned for September 1976. The IRS hopes to phase in
the system so that all segments will be operational by January 1980.

The Service maintains formal Federal-State cooperation agreements
with 48 States, the District of Columbia, Puerto Rico, Guam, and
American Samoa for the mutual exchange of tax information. Mag-
netic tapes containing data from the individual master file for tax
year 1972 were provided to 37 States, the District of Columbia, and
Puerto Rico. Federal law authorizes the furnishing of taped informa-
tion to the States for improving compliance with State tax laws. Gift
tax information is also available to the States on magnetic tape.

Guidelines for Federal collection of State taxes are being set in
accordance with the Federal-State Tax Collection Act of 1972. A
handbook is being prepared for State officials explaining procedures
for obtaining Federal help in State tax collection, changes which may
be required in State laws, and IRS procedures for collection and ad-
ministration of Federal taxes.

The Service conducted successful tests of the remittance processing
system (RPS), a prototype computer system, to expedite the clearance
and deposit of tax remittances. The RPS reduces remittance data input,
numbering and preparation of accounting documents to a single opera-
tion. The system will cut processing costs, accelerate remittance post-
ing of accounts and tax data bases, and provide a “fact of filing”
indicator for account status operations. A pilot system to include all
remittance processing activity within one service center is scheduled
for early 1976.

Management and administration activities

Management improvement activities—A reports curtailment proj-
ect was 1nitiated in 1974 to reduce the Service’s reporting requirements
and to improve remaining reports. This program resulted in the can-
cellation of 238 reports and projected annual savings of $2.6 million.
Further improvements and cost savings during the second half of
calendar year 1974 are expected to total $1.7 million.

Records disposal during calendar year 1973 resulted in the release
of space and equipment valued at $1,654,000. A total of 137,151 cubic
feet of records were destroyed and 275,373 cubic feet of records were
retired to Federal Records Centers.

Implementation of the GSA office excellence program aided IRS
efforts to provide appealing office space for taxpayers service areas
at reasonable cost.



ADMINISTRATIVE REPORTS 147

The toll-free telephone program not only improved telephone access

to IRS offices but reduced the number of technical man-hours involved
in providing taxpaver service in subdistrict offices and the walk-in
taxpayer service traffic in all IRS offices.
_ Safety programs.—During calendar year 1973, the last year of the
President’s “Zero In on Federal Safety” campaign, the accident pre-
vention efforts of the Service resulted in a frequency of only 1.9 dis-
abling employee injuries per one million man-hours worked. This is
the second lowest rate in Service history and is about-70 percent less
than the average rate for all Federal agencies.

Service personnel operated motor vehicles over 108 million miles on
official business during calendar year 1973 with only. 737 accidents.
This amounts to less than seven accidents per million miles driven,
the lowest rate on record. ' i

Management careers program.—The IRS management careers pro-
gram: received growing acceptance by management and employees.
A new management program was initiated in 1974 by the Assistant
Commissioner (Accounts Collection and Taxpayer Service) to improve
the selection and development of managers in IRS service centers and
the Data Center.

Evecutive personnel.—The Service met its responsibilities to fill the
many executive vacancies that occurred late in 1973 and in 1974. Forty-
three employees were trained in two 6-month executive selection and
development program classes this year. Normally 10 to 15 participate
each year. Nine classes were conducted for middle managers, the main
source of candidates for executive positions.

Incumbent executives prepared individual development plans
(IDP’s) to insure continuing development of the executive corps.
IDP’s are designed to improve executives’ performance in their present
jobs, and to prepare them for movement to-positions of increased
responsibility. Actions to conserve executive manpower included using
retired executives to instruct in management courses, and curtailment
or delay of certain task forces which normally include executives.

Labor-management activities—In early May, the Service concluded
a 2-year collective-bargaining agreement with the National Treasury
Employees Union (NTEU). This multidistrict agreement covers
30,000 employees in 56 of the 58 districts throughout the country. The
agreement provides for bilateral, union-management decisionmaking
in personnel policies and practices such as promotions and perform-
ance evaluations. ' ‘

The IRS and NTEU also concluded an agreement covering about
2,500 employees in four of the seven regional offices. This 2-year col-
lective-bargaining agreement is the first to cover more than one re-
gional office. Taken together, the multiregional agreement, the multi-
district agreement, and the agreement covering most of the service
centers include about 60,000 IRS employees.

The labor relations training program has been expanded to insure
effective relationships between Service management and the unions
representing TRS employees. Personnel officers and labor relations
specialists, who advise managers, take part in a new training course
which includes fundamentals of labor-management relations and which
updates Federal labor relations using IRS cases.
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Training.—IRS training centers conducted training for a record
number of recruits last year, including approximately 3,000 revenue
agents, 2,000 tax auditors, and 360 special agents.

Tax practitioners institutes were held for both new tax return pre-
parers and for experienced practitioners needing refresher training.
College-level students interested in the tax preparation profession
were trained in the “Fundamentals of Tax Preparation,” a course
conducted at over 600 schools this year.

New training modules on taxpayer relations were developed for
training compliance employees. Video tapes were used to depict
situations faced by taxpayers and IRS representatives in compliance
actions.

An innovative technique—simulation training—was added to the
basic training course for taxpayer service representatives. The trainees
rotated role-playing in many of the situations which occur in IRS
offices from January through May. They are observed and critiqued
during this training by four course instructors. The technique trans-
lates classroom theory into practice.

The Service has reduced many of the problems encountered with
computer audits through a computer-assisted audit training program.
A short training program in basic ADP concepts was given to 600
agents this year, and a second program, designed for a small number
of specialists, trained 41 computer audit specialists to carry out a high
quality auditing program involving ADP accounting records. A total
of 85 computer audit specialists have been trained under this program,
and additional agents are scheduled for training in fiscal 1975.

Over 860 investigators were trained in enforcement, compliance,
and other regulatory procedures established by the new Federal
Energy Act. Training courses began in February, and by June all had
successfully completed the prescribed training and were transferred
to the Federal Energy Administration. In addition, 88 of these inves-
tigators were trained in the refinery audit and review program
(RARP), a course designed to help the investigators apply energy
regulations in the audit of large refineries.

Performance evaluation—A study was conducted in 1974 to deter-
mine whether a new emphasis on managers’ responsibility in the per-
formance evaluation area was achieving desired results. The study
indicated improvement in the way supervisors were evaluating the
performance of employees for promotion purposes. A computerized
performance evaluation process was also developed to help implement
the promotion plan in the union-management agreement affecting
service center and Data Center employees.

Equal employment opportunity.—The Service has moved steadily
to increase emphasis on equal employment opportunity and to insure
upward mobility opportunities .for all employees, Total minority
employment was up 6.8 percent this year, including a 16.6-percent
increase in employment of Spanish-speaking Americans.

In addition to extensive college recruitment efforts, EEQ recruit-
ment activities were carried out through job fairs, career days, and
work-study and co-op programs. Under the cooperative work-study
program alone, 878 students were employed by the Service, 176 of
whom were employed full time.
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During the year, a woman was appointed Deputy Assistant Com-
missioner and two black executives were advanced to the top field
position of Regional Commissioner. :

The Internal Revenue Service’s upward mobility program will be
implemented in the summer of 1974, and is composed of five major
areas: Skills inventory, career counseling, individual development
plans, training, and placement.

The Service has continued to increase employment of handicapped
individuals in all occupations. As of December 31, 1973, 1,631 handi-
capped persons were employed by the IRS. Of this number, 94 blind
individuals are working as taxpayer service representatives in IRS
districts and as tax examiners in the service centers.

For the past 3 years, an IRS employee has reached final competition
for the Outstanding Handicapped Federal Employee of the Year
Award, which is made under the auspices of the Civil Service Com-
mission and focuses attention on the valuable contributions of handi-
capped Federal employees and their ability to perform top-quality
work.

This year, Mrs. Icy Deans, a tax examiner at the Kansas City
Service Center, received the Outstanding Handicapped Federal
Employee of the Year Award. '

Protection of facilities—During the past year, the Service continued
to strengthen the protection of its data processing facilities by im-
plementing an incentive-based guard contract. This new concept was
developed jointly with the General Services Administration to pro-
vide the guard contractor with the motivation to do a superior job.
In most cases, this type of contract has resulted in a significant im-
provement in the quality of guard service, thereby increasing the
overall protection of the IRS facilities.

BUREAU OF THE MINT*

The Mint became an operating bureau of the Department of the
Treasury in 1873, pursuant to 31 U.S.C. 251. All U.S. coins are manu-
factured at Mint installations. The Bureau of the Mint distributes
coins to and among the Federal Reserve banks and branches, which in
turn release them, as required, to commercial banks. In addition, the
Mint maintains physical custody of Treasury monetary stocks of gold
and silver; handles various deposit transactions, including inter-Mint
transfers of bullion; refines and processes gold and silver bullion;
and moves, places into storage, and releases gold and silver for such
purposes as authorized.

Functions performed by the Mint on a reimbursable basis in fiscal
1974 included : The manufacture and sale of numismatic Eisenhower
dollars; the production and sale of proof coin sets and uncirculated

1 Additional information 18 contalned in the separate Annual Report of the Director
of the Mint, -



150 1974 REPORT OF THE SECRETARY OF THE TREASURY

coin sets; the manufacture and sale of medals of a national character;
and, as scheduling permitted, the manufacture of foreign coinage.

The headquarters of the Bureau of the Mint is located in Washing-
ton, D.C. The operations necessary for the conduct of the business of
the Mint are performed at seven field facilities. Mints are situated in
Philadelphia, Pa., and Denver, Colo. ; assay offices in New York, N.Y.,
and San Francisco, Calif.; 2and bullion depositories at Fort Knox, Ky.
(for gold) and West Point, N.Y. (for silver). The U.S. Mint, San
Francisco, was activated at the end of fiscal 1973 to house the Mint
Data Center, Special Coinage and Medals Division, and the Mint
Museum.

The Mint’s Internal Audit Staff was decentralized during fiscal
1974 to provide more effective coverage by increased onsite audit time
at Mint field installations. Accordingly, resident auditors were as-
signed to the Philadelphia Mint, the Denver Mint, and San Francisco.
Financial transactions and reviews of operating and administrative
functions were included in the fiscal 1974 work of this staff. ’

The security program of the Mint, designed to provide continual
protection of all Mint employees and assets, embraces the Mint guard
forces, protective electronic alarms, safe and locking mechanisms, se-
curity surveys, and a personnel security clearance program. During the
fiscal year a security awareness program, which includes new employee
indoctrination and general employee participation, was initiated.
Emergency plans were revised and reissued during the year; these
included procedures to be followed in the event of fire, bomb threats,
national disasters, disturbances, or internal emergencies.

The Mint safety program was continued with emphasis on actions
to promote the well-being of personnel and the environment. Complete
Occupational Safety and Health Act (OSHA) inspections of all Mint
facilities were made for compliance with all applicable OSHA stand-
ards, including design and construction of facilities and equipment
and hazard identification and reduction. Noise engineering studies and
hearing conservation programs were begun at all Mint facilities. Safety

Bureau of the Mint operations, fiscal years 1973 and 1974

Fiscal year
Selected items

1973 1974

60, 050, 027 31, 000, 000
228, 029, 973 178, 60¢, 834
498, 060, 832 524, 366, 064
814, 244, 006 836, 906, 500
582, 808, 890 . 629,791, 200

6, 523, 487, 6520 8, 247, 873, 600
8,706, 681, 248 10, 448, 537,198

Inventories of coins in Mints, June 30.... r 587, 600, 0600 580, 600, 000
Electrolytic refinery production:
GOld—fine OUNCeS. .. - .- ciiceiaoaaaeaan 2,009, 278, 462
Silver—fine OUNeeS. .o oo 5,029, 331.79 3, 045, 404. 866
Bslances in Mint, June 30: .
Gold bulion—1iNne OUNCeS. . .- o .ol 267, 011, 102 267, 007, 454
Silver bullion—fine ounces___....._..._.__. e eeaan 45,791, 428 45,017,170

1 For general circulation only.
* Revised.

2 The U.S. Assay Office at San Francisco also operates as a mint.
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assurance was made a prerequisite to the purchase of all new industrial
equipment.

A significant event in the history of the Treasury was the enactment
of Public Law 93-127, October 18, 1973.* This legislation, known as
the Bicentennial Coinage Act, provides that the reverse of the doilar,
balf dollar, and quarter dollar coins minted for issue after July 4,
1975, shall bear designs emblematic of the Bicentennial of the Ameri-
can Revolution. The new designs, selected by the Secretary of the
Treasury, shall remain on the coins as long as the Secretary determines.
The obverse of the coins will retain the designs currently on the coins,
but those minted for issuance between July 4, 1975, and January 1,
1977, shall bear “1776-1976.”

The Bureau of the Mint deposited $1,481,981,439 into the general
fund of the Treasury during the fiscal year. Seigniorage on U.S.
coins accounted for $320,706,638 of the deposit.

Domestic coinage

During fiscal 1974, U.S. Mints produced for general circulation
cupronickel-clad dollars, half dollars, quarters, and dimes; cupro-
nickel 5-cent pieces; and 1-cent pieces composed of 95 percent copper,
5 percent zinc.

The Denver Mint manufactured 5,110,637,214 coins, the Philadelphia
Mint 4,978,364,000 coins, and the San Francisco Assay Office 349,183,932
1-cent coins. A total of 10,438,185,146 coins were manufactured for
general circulation, which exceeded by 1,884,976,788 the Mint’s previous
highest production of 8.553,208.358 coins. achieved in fiscal 1978.

The Bureau of the Mint shipped 10,448,537,198 coins to the Federal
Reserve banks and branches and the Treasury’s Bureau of Government
Financial Operations. Again this year, coins issued exceeded total
production, reducing the Mint’s inventories of coins.

The increased demand for coins stemmed mainly from speculative
interest in 1-cent pieces, which reflected the rising price of copper.
During the third quarter of fiscal 1974, the demand for pennies was
200 percent greater than the year before. On April 12, 1974, to dis-
courage speculation, the Secretary of the Treasury approved regula-
tions which banned the exportation, melting, or treating of 1-cent
€oIns.? '

In May 1974, the Mint announced a penny retrieval campaign. Ap-
proximately 62 billion 1-cent coins have been manufactured in the
last 15 years, but only about 30 billion of them remained in circulation.
The Director of the Mint appealed to the public to return to circula-
tion the pennies that were being saved in shoeboxes, pickle jars, dresser
drawers, or anywhere else. Retrieval of just 15 billion pennies would
permit the Mint to cease manufacture of this denomination for 2 years,
with a saving of $150 million. For every $25 worth of pennies cashed

~ at a bank, the Mint offered a Treasury Department certificate made

out to the individual and signed by the Secretary of the Treasury and
the Director of the Mint. June was initially designated “Penny Re-
demption Month,” but on the basis of numerous requests and the success
of the program, the Director of the Mint extended the drive.

1 See exhibit 37.
# See exhibits 88 and 39.
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All numismatic bcoins, including Eroof coin sets as well as the proof
and uncirculated silver-clad Eisenhower dollars, were manufactured
at the San Francisco Assay Office and bore the “S” mint mark.

U.8. coins manufactured, fiscal year 197/

General circulation Numismatic ! Total coinage
Denomination
Number of Face value Number of Face value  Number of Face value
pieces pleces Dieces

1 dollar:

Cupronickel_ 25,146,000 $25, 146,000.00 3, 241, 388 $3, 241, 388. 00 28,387,388 $28, 387, 388. 00

5187 L T 22,897,404 2,897,404.00 2,897,404 2,897, 404.00
50 cents.... 126,573,600 63,286,800.00 3,241,388 1,620,694, 00 129,814,988 64,907, 494. 00

109, 188,900.00 3,241,388 810, 347. 00 439,996,988 109, 999, 247. 00
85,222,462.60 3,241,388  324,138.80 855, 466, 014 85, 546, 601. 40
32,186,380.00 3,241,388 162,069, 40 646, 968,988 32, 348, 449, 40
83,537,577.20 3,241,388 32,413.88  8,356,999,108 83,569,991 08

398,568,119.80 22,345,732 9,088,455.08 10, 460,530,878 407, 656, 574. 88

1 All numismatic coins were manufactured at the U.S. Assay Office at San Francisco and included 1,954,947
proof sets dated 1973 and 1,286,441 sets bearing the year 1974.

2 Consisted of 1,014,150 silver-clad Eisenhower proof dollars, all but 508 of which are dated 1973, and 1,883, -
254 coins of the uncirculated variety, all but 114 of which bear the year 1973.

NoTeE.—All dollars, half dollars, quarters, and dimes for genersl circulation are three-layer composite
coins—outer cladding 75 percent copper, 25 percent nickel, bonded to a core of pure copper. The proof coins,
except for the silver-clad numismatic Eisenhower dollars, are of the same metallic composition as those for
general issue. The numismatic silver-clad dollars are three-layer composite coins with an outer cladding
800 parts silver, 200 parts copper bonded to a core of approximately 215 parts silver, 785 parts copper.

Foreign coinage

The Mint is authorized to produce coinage for foreign governments
on a reimbursable basis provided the manufacture of such coins does
not interfere with coinage required for the United States. During
fiscal 1974, Mint installations manufactured 387,086,533 coins for Hon-
duras, Liberia, Nepal, Panama, and Taiwan. Approximately 360,620,-
000 of these were for Taiwan.

Technology

Quality control activities were continued and extended to several
new areas during fiscal 1974. Following the enactment of Public Law
93-127, which provides, among other things, for the use of any Mint
facility for the manufacture of coinage, a decision was made to utilize
the West Point Depository for this purpose. Accordingly, a quality
control laboratory was designed for the West Point coining facility
and arrangements for procurement of equipment and stathng were
completed before the fiscal yearend.

A more representative sampling system for quality assurance of
U.S. and foreign coins (produced by U.S. Mints) was implemented
during the year.

The Department of the Treasury, through the Bureau of the Mint’s
Laboratory in Washington, continued to serve as the technical author-
ity on the authenticity of U.S. coins. The Laboratory examined 1,929 -
questioned coins submitted by the U.S. Secret Service, the U.S. Cus-
toms Service, and the Office of Domestic Gold and Silver Operations.
A member of the Mint’s technical staff testified in seven court cases
pertaining to the authenticity of U.S. coins.

During the fiscal year, a joint Department of the Treasury-Federal
Reserve Board committee was established to investigate alternative
materials for 1-cent coinage. Several alternative alloys and clad ma-
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terials were tested on a laboratory scale and the most promising ma-
terials—an aluminum alloy, a 70 percent copper-30 percent zinc alloy,
and gilded metal clad steel—were subjected to short production runs.
In addition, the supply and demand characteristics of several elements
including copper, zine, aluminum, nickel, chromium, iron, manganese,
and magnesium were studied in depth.

Production

During fiscal 1974 the Bureau of the Mint exceeded all previous
years’ domestic production by a substantial amount. New monthly and
daily production records were also achieved. The June 1974 monthly
production of 1,138,196,000 domestic coins exceeded the previous
monthly record of 1,096,000,000 coins set in October 1966, a time when
all Mint facilities were operating on a three-shift, 7-day week basis.

In order to meet the increasing requirements, the Mint established
a firm long-range plan to expand its coin production capability. New
production equipment delivered included 16 quad-type coin presses,
15 proof-type coin presses, 2 blanking presses, a 4,000 pound per hour
blank annealing and cleaning line, and 4 upset mills.

Production at the West Point Depository is to start on August 1,
1974, with an expected maximum capacity of 1 billion to 1.5 billion
pieces per year, depending on the coin being manufactured. .

New shipping procedures resulted in the delivery of coinage dies
within 1 day from the Philadelphia Mint, where all coinage dies are
made, to the Denver Mint and the San Francisco Assay Oflice, as op-
posed to up to 5 days in the past. Improved security, as well as annual
savings in excess of $30,000, resulted from the revised procedures.

Public services

Ligison with Federal Reserve System.—Treasury, through the Bu-
reau of the Mint, continued its close liaison with the Federal Reserve
System in determining coin requirements. U.S. coins, manufactured
by the Mint, are shipped to the 12 Federal Reserve banks, their 25
branches, and the Division of Cash Services, Bureau of Government
Financial Operations. The shipment by the Mint of 10.488 billion
coins represented an increase of about 22 percent over 1973 require-
ments. Demand for coin as measured by the net outflow from Federal
Reserve banks to commercial banks increased by 28 percent. Coin bal-
ances at the Federal Reserve banks on June 30, 1974, totaled approxi-
irg?%ely 1.762 billion pieces, a reduction of 30 percent from the date in

Special coinage and medals—The Eisenhower dollar program, the
manufacture and sale of silver-clad proof and uncirculated dollar coins
to the public at premium prices, was continued during fiscal 1974, with
a total of 2,897,404 of these special coins produced—1,014,150 proofs
-and 1,883,254 uncirculated. :

Regular proof coin sets offered to the public included one coin of
every U.S. denomination from the dollar through the penny. During
phe fiscal year, 3,241,388 proof coin sets were manufactured, packaged
in self-standing cases, and sent by registered mail to customers by the
San Francisco Assay Office.

As part of the Department’s coins and medals observance of the
Bicentennial of the American Revolution, the Mint is producing in an-
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tique-finished pewter America’s first 10 medals. These medals were
voted by the Continental Congress in recognition of the bold com-
manders and successful Revolutionary War battles that won for a new
Nation its freedom from foreign domination. The first set of the
America’s First Medals was presented to Mrs. Nixon by the Director of
the Mint on February 19, 1974, The 114-inch pewter medals are being
offered to the public in units of two medals, at $10 per unit. Orders were
accepted for the first two between April 1 and May 31, 1974. The other
eight medals will be completed by July 4, 1976.

The second of the medals authorized by Public Law 92-228, Febru-
ary 15, 1972, was released early in fiscal 1974. In addition to the medals
which were part of the Philatelic Numismatic Commemorative (PNC)
package (consisting of the ARBA medal and a commemorative post-
age stamp, postmarked July 4, 1973, at'Boston, Mass.) and the bronze
“unique” package (a similar medal dated 1973), a silver “unique”
package (a silver medal, dated 1973, in an individual self-standing
case) was made available to the public in October 1973.

Because of the historical significance of the new coin designs author-
ized by Public Law 93-127 to celebrate for the first time an anniver-
sary of American independence, the Department of the Treasury,
through the Director of the Mint, in October 1973 asked the Na-
tional Sculpture Society to conduct a nationwide competition for the
new designs. The Treasury offered a $5,000 award to each of the three
winners of designs emblematic of the Bicentennial of the American
Revolution selected for use on the reverse of the three denominations.
The sketch competition terminated on December 14, 1973.

From approximately 1,000 entries submitted, 12 were selected by the
competition judges to be rendered into plaster form. The president of .
the National Sculpture Society, chairman of the panel of judges, noti-
fied the 12 semifinalists in January that the plaster models were to
reach the U.S. Mint, Philadelphia, by February 22,1974.
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U.S. customhouses that have figured
prominently in the Nation’s history
have been honored in a series of com-
memorative medals issued as part of the
Department’s Bicentennial observance.
Five of the 10 customhouses to be
named as national historic landmarks
are depicted in the above medals,
minted during fiscal 1974 as the result
of an agreement between the Bureau
»f the Mint and the U.S. Customs
Service.

The first medal recognizes the
Seorgetown Customhouse, Washington,
D.C., which was dedicated as a land-
nark in August 1973. Three-inch and
1 %g-inch  bronze medals of the
yuilding, which were struck by the
JS. Mint for the ceremony, were
riven to the dignitaries present and
ffered for sale to the public. The
ither four customhouse medals, each
.3 a-inch bronze, were issued in con-
unction with customhouse dedications
n Boston, San Francisco, Wheeling,
V. Va,, and Savannah, Ga.

The remaining five medals are sched-
led to be issued in conjunction with
he dedication of the other buildings
uring fiscal 1975. They are in New
irleans, Galveston, Tex., Galena, Ill.,
‘rovidence, R.I., and New York, N.Y.

Georgetown Customhouse; dedicated
August 1, 1973

Boston  Customhouse; dedicated
December 14, 1973

San Francisco Customhouse ; dedicated
March 22, 1974

Wheeling Customhouse; dedicated
May 23, 1974

Savannah Customhouse; dedicated
May 24, 1974
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On March 6, 1974, the Secretary of the Treasury and the Director
of the Mint announced that a colonial drummer boy, Independence
Hall, and the Liberty Bell overlapping the moon were the Bicenten-
nial reverse coin designs selected to appear on the quarter dollar, half
dollar, and dollar, respectively. The double date “1776-1976” will ap-
pear on the obverse (front) of the coins below the portraits of Wash-
ington, Kennedy, and Eisenhower. The accompanying illustrations
show the Bicentennial coinage designs.
~ In April, the designers visited Washington to receive their awards
and the Philadelphia Mint to see their designs transferred into coin-
ing dies. In Washington they were welcomed to the White House on
behalf of President Nixon by Counsellor Anne Armstrong. She ex-
pressed the opinion that Treasury, through the Bicentennial coin
competition, has contributed to the intention expressed by the Presi-
dent when he said, “The Bicentennial must go directly to the people
and derive its strength from the people.”

Public Law 93-114, enacted on October 1, 1973, authorized the Mint
to strike medals in honor of the San Francisco cable car at the San
Francisco Assay Office. None of the medals had been struck by the end
of the fiscal year. _

In recognition of the achievements of Jim Thorpe as an athlete and
as a great American, Public Law 93-132 was enacted on October 19,
1973. This law authorizes the U.S. Mint to strike a maximum of 100,000
mgrdals in his honor. None of the medals had been issued by June 30,
1974.

On December 29, 1973, Public Law 93-227 was enacted authorizing
the U.S. Mint to strike medals in honor of the 100th anniversary of
the statehood of Colorado. The legislation provided that the medals,
11:& be struck before December 31, 1976, may be produced at the Denver

int.

Public Law 93-221, also enacted December 29, 1973, authorized
the production of medals to commemorate the International Exposi-
tion on Environment (EXPO ’74) to be held in Spokane, Wash. The
law provided that the medals be made either by the U.S. Mint or by a
private mint, using dies manufactured by the U.S. Mint. The medals
will be struck by a private mint.
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Reverse of the
1776-1976 dollar

Designer:
Dennis R. Williams,
Columbus, Ohio

Reverse of the
1776-1976 half dollar

Designer:
Seth G. Huntington,
Minneapolis, Minn.

Reverse of the
1776-1976 quarter

Designer:
Jack L. Ahr,
~ Arlington Heights, T11.
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In recognition of his long and outstanding service to the United
States, a national medal honoring the late FBI Director, J. Edgar
Hoover, was authorized by Public Law 93-309, June 8, 1974. When
_struck, these medals will be available for sale to the public, just as are
other national “List” medals, at the Exhibit Room in Main Treasury
in Washington and in the sales areas at the Philadelphia Mint, the
Denver Mint, and the Old Mint in San Francisco.

OFFICE OF REVENUE SHARING*

The Office of Revenue Sharing is administratively located within
the Office of the Secretary of the Treasury. The Revenue Sharing staff,
consisting of 71 professional and clerical positions, has offices at 2401 E.
Street, NW.,in Washington, D.C.

By the end of fiscal 1974, action had been taken to implement all
provisions of Title I of the State and Local Fiscal Assistance Act of
1972 (Public Law 92-512) which authorized general revenue sharing.

During the year, $6.1 billion was distributed to approximately
38,000 States, cities, towns, townships, Indian tribes, and Alaskan
native villages. This brought to $12.7 billion the amount that had been
shared with States and local governments since the first payments
were made in December 1972.

The State and Local Fiscal Assistance Act authorizes the distribu-
tion of $30.2 billion during the 5-year period that ends December 1976.
The money is allocated by formulas contained in the law which use
data on population, per capita income, and general tax effort for each
recipient unit of government.

The annual process

During the year, the Office of Revenue Sharing and the Bureau of
the Census perfected procedures to improve and verify the data before
estimated allocations of funds for the following year are to be
calculated.

In February of each year, the Census Bureau provides the Office of
Revenue Sharing with data to be used to calculate each government’s
share of the revenue sharing appropriation for the forthcoming fiscal
year. Each State and local government is requested to review the data
and to propose improvements where warranted. Corrections are made
accordingly. In April, the amounts to be paid during the coming year
are calculated and each government is notified of the amount it may
expect to receive. :

During the year, some data items invariably require revision to
reflect new information on municipal mergers or consolidations, or for
other reasons. Late corrections in the data are accumulated and used to
make a final allocation for the current fiscal year shortly before begin-

1 Additional information is contained in the separate Annual Report of the Office of
Revenue Shapring, March 1, 1974.
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ning the cycle for the following period. Resulting adjustments in
current-year amounts are added to or subtracted from the following
year’s estimated allocation. :

Actual use reports

The first reports on recipient governments’ uses of shared revenues
were filed with the Treasury Department by September 1973. As
{gggired by -law, these reports. listed .expenditures through June 30,

Overall, more revenue sharing dollars were spent in the field of edu-
cation than in any cther area-of .activity. Some 24 percent of the first
$2.8 billion  of expended money had been-used for this purpose, with
the greatest part spent by -State governments which alone spent $664.3
million, or 65 percent of their shared revenues for education. :

The next-largest early uses of funds were public safety (23 percent
of all funds expended) and public transportation (15 percent). Cities
tended to identify public safety as the area of activity in which funds

- were most needed. Nationwide, they spent $434 million, er 44 percent of

their money in support: of such activities as police and fire protection
and building code enforcement. All types of local governments together
expended $635.2 million, or 85 percent for public safety. County gov-
ernments established public transportation as their top-priority use
of the money. Some $161.5 million, representing 25 percent of counties’
early funds, was spent to construct, improve, and maintain public
transportation facilities including streets, roads, and bridges.

The figures showed that more money had been used for current
expenses to operate and maintain programs than for capital expendi-
‘tures. This was particularly true in more densely populated areas,
especially in the northeastern United States.

Some 63 percent of the recipient governments indicated that the
funds had either prevented or reduced the amount of a tax rate increase.
These findings suggest that the fiscal crisis facing many American
cities has been mollified by general revenue sharing funds. Further-
more, one-third of all recipient governments reported to the Office
of Revenue Sharing in July -and August 1973 that general revenue
sharing money has helped them to avoid or lessen a debt increase. Since
most State and local debt is tax supported, it is possible to conclude that
this use, too, will have a salutary effect on local tax rates. )

Surveys and inquiries made to date strongly suggest that the limited
(5-year) authorization for this program constitutes an inhibition on
the local decisions for use of the funds. Many officials have chosen to
limit their expenditures to capital purposes to avoid a future reliance
upon funds which conceivably could be unavailable after 1976. Other
influences, some external and some relating to the differing functions
of different levels of government, have had their effects on expendi-
tures of shared revenues.

Audit and compliance program

To assure that the funds are expended according to the requirements
of the revenue sharing law, an audit and compliance program has been
developed to utilize existing audit resources wherever possible.-

State audit agencies willing to do so will perform regular audits of

“ the local governments within their States using standards published
by the Office of Revenue Sharing. The first formal agreement was con-

553-554 O - 74 - 13
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cluded with the State of New York, where the State Comptroller will
conduct annual revenue sharing audits of more than 1,600 units of local
govg(rlnment.- Similar agreements with other States are being nego-
tiated. ,

Accounting firms which agree to do so will include revenue sharing
in their regular contractual audits of States and local governments.
Adj(fiitionally, random audits will be performed by Revenue Sharing
stafl. : :

Cooperative efforts with other Federal agencies will include ex-
change of information and jointly conducted investigations and nego-
tiations where appropriate. ;

. Office of Revenue Sharing staff will investigate complaints as they
are received. 3§

Through these efforts, the Office of Revenue Sharing expects to
achieve regular audit coverage of at least 90 percent of the monies
distributed. A ’ :

Since the Audit and Compliance Division of the Office of Revenue
Sharing was established in fiscal 1974, its small staff of auditors, attor-
neys, and investigators has processed 92 complaints of which 45 have
been resolved to the satisfaction of all parties. Another 46 cases are in
various stages of investigation or processing, and 1 has been referred
to the Department of Justice for civil action.

The Revenue Sharing organization

The staff is organized into eight functional units, as follows:

(1) Administration—Manages personnel, budget, central services
and other internal administration of the Office.

- (2) Program Planning and Coordination—Coordinates special re-
search projects at the request of the Director; manages the program
planning system.

(8) Data and Demography Division—Responsible for acquisition
-of current and accurate data used to compute allocations of funds;
conducts data improvement program. o
~ (4) Systems and Operations Division—Computes allocations of
funds; writes payment vouchers; does all associated accounting ; issues
and processes required reports; produces computer-generated com-
munications and publications. -

(5) Compliance Division.—Responsible for assuring compliance
with the law by all recipient governments; coordinates audits and in-
vestigations of recipients; undertakes cooperative compliance pro-
grams with other Federal agencies, State governments, and national
associations of civil rights, women’s rights and governmental organi-
zations.

(8) Intergovernmental Relations Division—Provides technical ad-
vice and assistance to State and local governments; maintains liaison
with public interest groups. ;

(7) Public Affairs.—Provides information about general revenue
sharing to the public, the media, citizens groups, other Federal agen-
cies, research groups, and the Congress. B

(8) Ohief Counsel—Interprets the law; issues opinion letters, pre-
pares regulations ; represents the Office of Revenue Sharing in all legal
matters concerning the general revenue sharing program. Legal serv-
ices are provided by the Department’s Office of the General Counsel.
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Presently, six attorneys and three support employees are so assigned
to the Office of Revenue Sharing. During the fiscal year, Revenue Shar-
ing attorneys have been involved in the defense of 7 lawsuits (2 suits
being the consolidation of 21 actions). The legal issues in those suits
invo%ved civil rights, the applicability of National Environmental
Policy Act, the interpretation of Indian treaties, and the determina-
tion of data factors for the revenue sharing allocation formulae.

UNITED STATES CUSTOMS SERVICE

The U.S. Customs Service mission is to collect the revenue from
imports and enforce customs and related laws. Customs administers
the Tariff Act of 1930, as amended, and other laws. Among the re-
sponsibilities with which Customs is specifically charged are: Properly
assessing and collecting customs duties, excise taxes, fees, and penal-
ties due on imported merchandise; interdicting and seizing contra-
band, including narcotics and illegal drugs; processing carriers, cargo,
persons, baggage, and mail; administering certain navigation laws;
detecting and apprehending persons engaged in fraudulent practices
designed to circumvent customs and related laws; protecting American
business and labor by enforcing statutes and regulations such as the
Antidumping Act, countervailing duty law, copyright, patent, and
trademark provisions, quotas, marking requirements forimported mer-
chandise, etc.; protecting the general welfare and security of the
United States by enforcing import and export restrictions and pro-
hibitions; cooperating with, and enforcing regulations of, numerous
other Government agencies relating to international trade; and col-
lecting import and export data for compilation of international trade
statistics,

U.S. Customs achieved record levels of activity during fiscal 1974. -
More than 257 million persons were cleared by Customs; more than 74
million carriers—ships, aircraft, and land vehicles—used in bringing
people and goods to the United States were cleared. More than $4.2
billion in revenue was collected ; imported merchandise valued in ex-
cess of $82 billion was processed.

Processing carriers

~ Carriers processed by Customs increased 1.6 percent over fiscal 1973.
Included were 74,523,904 land vehicles (autos, trucks, buses, etc.),
364,823 aircraft, and an estimated 119,946 vessels. A detailed break-
down of arrivalsis found in the Statistical Appendix.

Landing rights.—The authority to approve landing rights requests
was delegated to Customs field offices by Treasury Decision 7494, ef-
fective April 18, 1974. Guidelines for making such decisions were also
" published at that time.

Vessel violation profile (VVP).—In December 1973, a system was
initiated to improve Customs detection of violations associated with
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vessels. Currently a customs officer. processing a given vessel may be
unaware of previous violations committed by this vessel in other U.S.
ports or in foreign ports. VVP will give customs officers access, through
TECS, to violation information collected Customs-wide. This infor-
mation will include location and type of violation. (narcotics, manifest,
marine, etc.), section of law violated, revenue lost and received, etc.
The system has been implemented as a pilot test in selected eastern
orts. ‘
P Radar systems.—Customs has deployed a mobile 3-D ground radar
zystem which is capable of providing range, azimuth, and elevation
ata on light aircraft out to a range of 80 miles. This radar is cur-
rently being modified to improve elevation readout and operational
capability. Customs is also developing, under contract, an advanced
airborne radar system for tracking suspect aircraft. -

Processing cargo

There were 3,206,303 formal entries of merchandise in fiscal 1974—
a decrease of 1 percent over fiscal 1973. A. detailed breakdown of entry
data appears in the Statistical Appendix.

Automated bond information system.—The automated bond infor-
mation system, implemented on January 16, 1974, provides customs
officers with up-to-date information on the approval and discontinu-
ance of five Customs term bonds by means of computer printouts, in
lieu of the previous cumbersome system of mailing copies of the bonds
to all ports involved. The system also enables Customs to determine the
amount of charges placed against the bonds at any time. Customs will
be able to introduce a self-renewable term bond after the system has
been operational for 1 year. This will eliminate the need for annual
filing and processing of the five types of bonds included in the system.

Manifest and immediate delivery electronic data processing net-
work.—The manifest and immediate delivery EDP network under-
went the final stages of testing at JFK Airport in New York prior to
going operational in fiscal 1975. -

Automated immediate delivery procedure—The matching of im-
- mediate delivery releases of merchandise with the entry documents

filed in accordance with regulations was automated to provide a much
quicker and more positive control.

Automated processing of duty-free entries—National standard in-
structions pertaining to the required use of CF 5101 (Entry Record)
on duty-free entries were issued. As a result, after July 1, 1974, duty-
free entries will be liquidated under an ADP system and an increased
amount of data will be available. .

Automated merchandise processing system (AMPS).—To provide
meaningful benefit to field operations as quickly as possible, Customs
undertook to design, develop, and implement an operational system
as the first phase of a National AMPS System, using the Port of
Philadelphia as a test site. The early implementation system (EIS),
which will provide operational support to the immediate delivery,
the cashier and the entry-processing functions, will be operational in
Philadelphia beginning in fiscal 1975 and will then be extended to
additional ports.

Significant AMPS progress during 1974 includes:

1. Major reorganization of AMPS.
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2. Development of written, detailed functional specifications and
general requirements for EIS.

3. In-depth survey of all operational, staffing, and facility require-
ments for implementation of EIS in Philadelphia and Chicago.

4. Preparation of the operational site in Philadelphia, including
the installation of terminals and communications equipment and a
significant upgrading of the entry control and cashier’s sections of
the Philadelphia Customhouse. Facility preparations in the Port of
Chicago were also undertaken.

5. Creation of all EIS data files necessary for the Philadelphia
operation and the collection of source data for EIS files in Chicago.

6. Extensive orientation of the importing and trade community and
of Customs management in Philadelphia.

7. Training of Customs personnel in Philadelphia and of selected
personnel in Chicago on all EIS procedures.

8. Feasibility studies into areas of possible enhancement for EIS,
including quota, on-line immediate delivery, manifests, and mail en-
tries and initial work on the design of a revised quota system.

9. Comprehensive testing of all operational aspects of EIS in
headquarters and in the Port of Philadelphia.

10. Inanguration of the immediate delivery subsystem of EIS in
Philadelphia in March 1974.

11. A systems design study to merge EIS with the RETIDE (real-
time data entry) system. -

Concurrent with the development and implementation of EIS, a
national systems concept for the AMPS program covering 23 separate
Customs operational areas was completed. :

Consolidated monthly entry of U.S. Government importations.—
The U.S. Customs Service, the Bureau of the Census, and the Defense
Department developed a consolidated entry procedure whereby De-
fense will provide Census with monthly statistical information on
some 20,000 importations of military goods from Canada entered
through approximately 150 ports of entry. This procedure will
eliminate the need to file and process some 15,000 to 18,000 formal
entries annually, and result in significant savings to all three agencies.

Cargo manifests—The production of a Customs cargo manifest was
eliminated for the movement of vessels in ballast and those vessels
proceeding to U.S. ports with residue cargo destined for foreign ports
or other U.S. ports. This has resulted in a substantial decrease in
paperwork required to be handled by customs officers entering and
clearing vessels.

0il program.—A program to monitor imports of crude and refined
petroleum products was instituted on January 1, 1974, at all Customs
districts. Oil import information is obtained from the foreign inward
manifest at the time of the first arrival of a carrier. A consolidated
report of the previous day’s imports is made daily to headquarters,
which reports daily to the Federal Energy Administration. Monthly
statistics on the volume of petroleum products in bonded warehouses
are also furnished to the Federal Energy Administration.

Dumping and countervailing duty.—A total of 10 dumping cases
were initiated during fiscal 1974, and 19 were closed. Sixteen cases
were referred to the Tarifi Commission, and 12 findings of dumping
were issued. At the end of the year, 9 cases remained on hand.
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published, and 1 countervailing duty order was issue

Tariff classification—In a continuing program to improve the ef-
fective administration of item 807, Tariff Schedules of the United
States (articles assembled abroad from components of U.S. manu-
facture and returned to the United States), extensive amendments of
the regulations for item 807 importations and the formulation of
interim operational guidelines were prepared. Conferences and semi-
nars were held with various trade organizations, importers, and cus-
toms brokers as part of the Service's efforts to make the 1mporting
public better aware of Customs requirements under item 807.

FOB/CIF statistical reporting program.—In fiscal 1974, Customs
participated in numerous meetings with the Tariff Commission and
private groups which led to the FOB/CIF statistical reporting pro-
gram, effective December 10, 1973. This program will generate addi-
tional statistical information on merchandise imported into the United
States. In addition to the data covered by the regular statistical pro-
gram, the Customs Service now collects, verifies, and transmits to the
Bureau of the Census, data on the f.0.b. transaction value, transporta-
tion costs to the United States, and, for related party transactions, the
equivalent of an -arm’s-length value. These new statistics, which were
first published in the January 1974 Census reports, will make U.S.
trade statistics more comparable with those of foreign countries and
will give a more accurate picture of the competitive position of the
United States in world trade.

Processing persons and baggage

More than 257 million persons entered the United States in fiscal
1974—an increase of 3.2 percent over the previous year. Of these per-
sons, 93 percent arrived by land, 6 percent by air, and 1 percent by
sea. A detailed breakdown of persons arriving is found in the Statisti-
cal Appendix.

Customs conducted more than 76 million baggage examinations and
processed almost 13 million passenger, crew, and military declarations.

Preclearance—Guidelines for preclearance operations were issued
to assist customs officers and management personnel. Preclearance
is in effect at Toronto, Montreal, Winnipeg, Vancouver, Nassau, and
Bermuda. '

Customs accelerated passenger inspection system (CAPIS).—1In re-
sponse to increased air passenger traffic, Customs has tested several
tfy-pes' of inspection procedures designed to speed up processing time

or air passengers while maintaining an effective enf%rcement posture.
The latest development is CAPIS, which utilizes inspector time more
efficiently and provides a more convenient, pleasant work area layout.
The number of inspectional belts is reduced by 25 percent from the
standard configuration, allowing wider aisles. The belt configuration
places inspector work stations at each end, with a set of two con-
veyor belts arranged tandem on both sides of the work station. Pas-
senger flow is speeded. TECS is incorporated into CAPIS, providing
a more intensive enforcement effort. Under CAPIS, 75 percent of
the passengers are released through free lanes without further proc-
essing; TECS information helps the inspectors concentrate on the
25 percent referred for secondary inspection.

During fiscal 1974, 3 countervailing duty proceeding notices were
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Gold coins.—A significant policy change on gold coin imports re-
lieved customs inspectors of the obligation to seize gold coins minted
after 1933 found in the baggage of arriving travelers.

Processing mail

During fiscal 1974, Customs Service mail branches prepared over
2 million informal mail entries and collected $17,736,984 in duty, a
decrease from fiscal 1973. The number of foreign mail parcels proc-
essed by Customs was 46,568,824, also a decline. Approximately 7,000
pieces of foreign mail contained pornographic matter which was
seized ; approximately 16,000 pieces contained lottery materials re-
delivered for disposition to postal authorities; and approximately 25
mailings contained counterfeit currency and related violations re-
ferred to the Secret Service.

Seizures of narcotics and dangerous drugs during fiscal 1974 in mail
packages totaled 4,831. This included over 25 pounds of cocaine, 3
pounds of heroin, 1 pound of opium, and over 1,000 LSD tablets.

To speed the repackaging of mail parcels opened for inspection, 12
automatic parcel strapping machines were purchased and installed in
the mail branches. These machines, utilizing a plastic strapping mate-
rial and capable of making 40 ties per minute, replaced much of the
obsolete string tying equipment.

Enforcement

Investigations.—The transfer of the narcotic investigative and in-
telligence functions and related resources to the Drug Enforcement
Administration (DEA) required an immediate review of the organi-
zational structure and operational functions of the Office of Investi-
gations to provide the most effective utilization of enforcement
manpower while maintaining a balanced enforcement program. As a
result, the Investigations field structure was realigned to conform to
the 9 Customs regions, and 17 foreign and 18 domestic field offices
were closed. The new organizational structure and operational con-
cept promoted a uniform approach to a wide range of investigative
activities, including 32 case categories, and provided a clear delinea-
tion of investigative functions and responsibilities.

In fiscal 1974 special agents achieved outstanding success in a num-
ber of enforcement areas: The recovery of art and artifacts im-
properly taken from various countries, the arrest of commercial
parrot smugglers, large seizures of gold and silver coins, cargo theft
arrests, major neutrality violation cases, and major fraud
conspiracies.

During the year special agents made 4,434 seizures of merchandise
appraised at $72,064,000. These seizure actions resulted in 1,940 arrests
for Customs and 1,282 arrests for other agencies. Convictions totaled
1,983. In addition, 21,981 cases, including technical, smuggling and
organized crime, regulatory, special, verification, and foreign
investigations, were closed.

Neutrality violations—315 cases of neutrality violations were in-
vestigated. In November 1973, a large quantity of M-1 rifles was seized
and five individuals were arrested for attempting to smuggle these
weapons into Mexico from California in violation of neutrality laws.

A major neutrality violations case was broken in February 1974



166 1974 REPORT OF THE SECRETARY OF THE TREASURY

when military helicopter parts and accessories, destined for El
Salvador and worth over $20 million, were seized by special agents in
Los Angeles. , ‘ .

Parrot smuggling.—Special agents made arrests and seizures re-
lated to the smuggling of parrots into the United States in the South-
western border areas. These birds carry the Newcastle disease which
could literally decimate the $6 billion poultry industry in the United
‘States. The last time this disease was detected, over $50 million was
spent by the U.S. Department of Agriculture in eradication efforts.
In fiscal 1974, there were outbreaks of Newcastle in El Paso, Tex.,
and of parrot fever in New York City which were traced directly to
smuggled birds.

Silver and gold coin smuggling.—There has been a continuing
pattern of silver coin smuggling from Canada into the United States.
The following coin seizures indicate the volume of the smuggling
traffic: September 7, $13,400; September 27, $2,000; October 2, a ring
which had been smuggling upwards of $20,000 in coins per week;
October 14, $10,000; October 28, $13,000.

In October 1973, the Houston office arrested two persons and seized
$23,000 in gold coins being smuggled into the United States by com-
mercial coin dealers.

Currency wviolations—In February 1974, a recognized organized
crime courier was indicted for failure to report the transportation of
$110,000 in currency from the Bahamas into Fort Lauderdale, Fla.

Smuggling of opals—In January 1974, undercover work by an
agent assigned to the Sacramento office disclosed the smuggling of
%ppmxima,tely $30,000 worth of opals from Australia into the United

“States.

Undervaluation of cut flowers—The Miami field office has been
investigating the undervaluation of cut flowers imported from South
America. Thus far, eight importers/shippers have been charged with
civil fraud violations, and total loss of revenue has exceeded $250,000.
Largely as a result of this continuing investigation, the entire cut
flower industry has discontinued these practices.

Froud wviolation—In February 1974, at Bloomington, Ind., a tele-
vision component manufacturing concern was charged with a civil
fraud violation—commingling foreign and domestic TV tuners—
which resulted in a loss of revenue of $1,755,000. Penalties to be col-
lected from this case should exceed $2 million.

Patrol—Customs patrol operations and the air and marine sup-
port functions were consolidated into one uniformed enforcement
force beginning in October 1973. An increase in the number of offi-
cers and additional and more modern equipment enabled the patrol
to become a highly visible and viable force. The objective of the
patrol plan is to interdict the influx of narcotics and other contra-
band. In 9 months of the fiscal year, the program accomplished seiz-
ures of over 113 tons of marijuana, 2,700 pounds of hashish, 108
pounds of cocaine, 9 pounds of heroin, general merchandise valued
at over $1 million, and currency of almost $900,000. Also, as a result
of these contraband violations, 349 vehicles, 19 watercraft, and 8 air-
craft were seized and a total of 683 persons arrested. The effective-
ness of the patrol continues to increase with the gaining of equipment
and experience and refinement of work methods.
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The sophisticated equipment now being utilized in the patrol pro-
gram has been made available to other law enforcement agencies,
including the FBI and DEA, along with the necessary manpower for
operation. The capability of TECg has also been offered to all inter-
ested agencies in an effort to coordinate activities. Customs established
liaison with foreign officials concerned with comparable problems,
including Mexican and offshore island officials, in the continuing
effort to counter the illegal importation of narcotics.

Seizures—Seizures.for violations of laws enforced by Customs ap-
pearsin the Statistical Appendix.

Although drug abuse investigative activities were transferred to
the Drug Enforcement Administration under Reorganization Plan
No..2, effective July 1, 1973, Customs is still charged with the inter-
diction of narcotics and dangerous drugs at our ports and borders.

The following table shows in detail the amount of narcotics and

-dangerous drugs seized in fiscal 1974, as compared with those seized
in fiscal 1973. Marijuana seizures for fiscal 1973 are adjusted to reflect
only seizures made by Customs.

TFiscal years Percentage
Sefzures by U.8. Customs Service increase, or
1973 - 1974 decrease (—)

Heroin:

Pounds. . ... iieciiiaicaea- 253 76 -70.0

Number of seizures. . .. 579 160 —20.6
Opium: »

Pounds. ... ... PPN 136 21 —84.6

Number of sefzures. ... .o oo 119 51 -57.1
Cocaine:

Pounds 734 907 23.6

Number of seizures 929 1,049 12.9
Other narcotics:

‘Pounds . 45 138 206.7

Number of seizures 281 219 22,1
Hashish: :

Pounds 9,073 8,099 -10.7

Number of seizures 3,700 3,233 -12.6
Marijuana:

Pounds. . ... meeeaaaen 312,062 451, 068 4.5

Number of selzures. .. ... eeioiieiaaan 7,976 13,993 75.4
Dangerous drugs: :

Segrain units. ... 15, 802, 258 '23, 592,108 49.3

Number of Sefzures. .. ... . ..coieo oieiiiinanas 2,219 2,408 8.5

Treasury - enforcement communications system (TECS).—Addi-
tional real-time terminals were installed at airports, seaports, and
other locations to expand system coverage. Expansion included To-
ronto and Montreal airports to assist in the preclearance of air pas-
sengers, as provided by the United States-Canadian agreement, and
the gateway airports of Boston, Philadelphia, Washington (Dulles),
Miami, New Orleans, Los Angeles, and San Francisco.

The TECS data base was expanded by incorporating suspect and
criminal information from other enforcement systems. DEA agreed
to exchange information, and Interpol and NCIC also now provide
data for TECS. Interface with the national law enforcement tele-
type system (NLETS) to improve communications with local, State,
and other Federal systems was also completed this year.

TECS also was employed in the enforcement of duty assessments.
Import specialists in over 20 districts can now query TECS to deter-
mine if the importer they are processing is the subject of an ongoing
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fraud investigation. Information on importers suspected of engaging
in fraudulent practices will be added to the TECS data base 1n the
near future as well as information on the major accounts that have
been the subject of an intensive query program. TECS was also tested
in mail operations to identify potential contraband or other mail
violations, and mobile terminals were tested for use by customs officers
who may not have convenient access to a fixed location terminal.

Enforcement support.—In April 1974, an Office of Enforcement
Support was established with the mission of supporting all Customs
enforcement programs. This support falls into four major areas: The
Treasury enforcement communications system, the Customs informa-
tion system, technical development and support, and communications.

Customs law enforcement activity reporting system (CLEAR).—
The case inventory and the arrest and: seizure reporting systems are
being integrated under CLEAR to provide improved statistics and
management information, The search/arrest/seizure portion became
operational on July 1, 1974, while the fines and penalties portion was
being developed for early fiscal 1975 implementation. Interfacing
with TECS and with specialized reporting systems is planned to obtain
better enforcement statistics. v _

Enforcement commumications—The sector radio communications
system, which enables Customs enforcement personnel to communicate
by radio with each other and with other agencies, was expanded to
cover the entire southern border.

Fines, penalties, and forfeitures—Headquarters received, reviewed,
and prepared legal decisions concerning violations of customs and
related laws and claims for liquidated damages assessed under customs
bonds. The net liability imposed by penalty decisions in fiscal 1974
increased by 169 percent from fiscal 1973.

Revised procedures for handling penalty cases, both in the field
and at headquarters, were adopted. These included delegations of
authority -an?l responsibility for fines, penalties, and forfeitures pro-
%rams to districts and regions; establishment of fines, penalties, and

orfeiture organizations in the larger districts and of a position in the
Regional Counsel’s office specifically to provide legal advice and guid-
ance to the Regional Commissioner on fines, penalties, and forfeitures
matters; and delegation of additional authority to headquarters man-
agers. Other recommendations in various stages of implementation
included preparation of a comprehensive policy and procedures man-
ual; development of an automated control system; and establishment
of a formal fines, penalties, and forfeitures program evaluation system.
Full implementation of these recommendations will promote the uni-
form treatment and the timely processing of penalty and liquidated
damages cases throughout the Customs Service.

Fraud—During fiscal 1974, 4,106 cases of fraud were investigated
and processed. Merchandise involving a potential loss of revenue of
$14.8 million was seized or forfeited. ‘ .

Detector dog program.—Facilities were obtained at Front Royal,
Va., for the Detector Dog Training Center. Fifty-five dog handlers
were recruited, 28 of whom were trained and sent to the field. Dog
program orientation presentations were given at the district level in
those areas receiving their initial detector dog teams.
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Restricted merchandise.—Customs enforcement against foreign ob-
scene matter was given renewed impetus during fiscal 1974, particularly
with respect to imports of pornography for claimed private, noncom-
mercial use. Approximately 800 imported motion picture films, prin-
cipally entered at the Port of New York, N.Y., were screened. Of 19
film seizures the U.S. attorney filed 14 complaints in the district court
for judicial disposition on the issue of obscene content.

Customs Regulations.—As part of the general revision of the Cus-
toms Regulations, two parts were adopted and three parts consolidated.

In addition to the revision of the regulations, 48 notices of proposed
rule making, 55 Treasury decisions, and 12 manual amendments were
prepared. Some of these amendments dealt with designating or revok-
ing ports of entry, extending port limits, adding organizations to the
list of public international organizations, and implementing the time
for review of protests with respect to merchandise excluded from entry
or delivery.

Trademarks, copyrights, and patents—There were recorded 235
trademarks, service marks, renewals, assignments and name changes;
75 copyrights; and 6 patent surveys or renewals. A total of $40,260 of
recordation and related fees was collected for these services.

International operations

Customs participation in international conferences during fiscal year
1974 increased, with the greatest percentage of meetings continuing
to be under the Customs Cooperation Council. Customs also actively
participated in the work of the Inland Transport Committee of the
U.N. Economic Commission for Europe. °

The U.S. Customs Service hosted an international meeting of the
heads of Customs investigative services under the auspices of the Cus-
toms Cooperation Council in Washington, D.C., October 29 to Novem-
ber 2, 1973. More than 80 delegates, representing 44 nations and 5
international organizations, participated. The discussions promoted
effective collaboration at the international level among customs investi-
gative organizations.

On August 23, 1973, Assistant Secretary of State Willis C. Arm-
strong, and Commissioner of Customs Vernon D). Acree, representing
the United States, signed a Customs Mutual Assistance Agreement
with representatives of the Federal Republic of Germany. The agree-
ment fosters close cooperation between the customs services to ensure
{nore effective prevention and investigation of offenses against customs
aws.

Top-level customs and border patrol officials from Argentina, Brazil,
Bulgaria, Netherlands Antilles. Romania, and Yugoslavia were given
observational training in various Customs border ports throughout the
United States for periods ranging from 1 week to 1 month.

A customs adviser was sent to Quito. Ecuador, and a customs advi-
sory team to Bangkok, Thailand. Another position of customs adviser
was established for Guayaquil, Ecuador.

Under CCINC Program II, Customs conducted five sessions, each
consisting of 5 weeks of training in the United States for students
from 20 different foreign countries. In addition, training programs
under the foreign customs program were conducted with 25 students
from 13 different foreign countries receiving management, instructor,
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and antinarcotics skills training. Under CCINC Program III, in-
country training was given in 21 foreign countries to 1,220 customs
and border control enforcement officers. This training is designed to
improve enforcement operations against smuggling of narcotics and
other contraband. Particularly noteworthy were the training efforts
in the Eastern European countries of Yugoslavia and Bulgaria and the
securing of commitments for future programs in Romania and
Czechoslovakia. -

Permanent overseas advisers to military commands were placed in
Frankfurt, Thailand, Korea, Japan, Philippines, and Guam.

A management information expert assisted in the development of a
complete management information system for the Government of
South Vietnam. o

Management improvement

Cost management information system (COMIS)—A study was
initiated to develop and implement a cost management information
system. The system will provide budgeting, planning and accounting
information and furnish reports to managers for use in day-to-day op-
erations. A study team representing all areas of administration and
operations, plus a consultant from GAO, began to identify users’ re-
quirements. The system is scheduled for implementation in July 1975.

Investigative program analysis ([PA).—IPA, which provides
manpower utilization and case accomplishment data useful to man-
agem;,nt of Customs investigative programs, went into effect on April
1, 1974.

Regional management team concept.—To further improve coordi-
nation among Customs field programs, principal Customs field man-
agers, functioning as a regional management team, met on a regular
basis to discuss common problems, resolve conflicts in priorities, ex-
change information, and insure coordinated action by all Customs
employees within a region. ‘

Administrative

Accounting—Customs appropriation accounting system was fur-
ther refined through the establishment of controls over obligations,
expenditures, reimbursements, and financial plans of the nine regional
offices by functional area. Responsible headquarters and field officials
were thus made more aware of costs in their areas of concern and
provided a better evaluation of competing demands upon Customs
limited resources. '

Headquarters control of travel advances was automated, simplify-
ing reconciliations between individual advance cards and the travel
advance control account, alerting management officials to delinquent
and excessive advances held by employees under their supervision.

A new manual for field personnel with the necessary accounting and
reporting procedures for all types of reimbursement was prepared.
It incorporates all existing instructions on reimbursements under the
work ticket system, user charge system, and other types of reimburse-
ments currently covered in the Customs accounting manual and head-
quarters circulars. ' .

Customs received and is placing in operation 96 cash register ma-
chines to replace bank-type validating machines in high-volume ports
to handle the increased number of transactions. These machines have
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proved effective in controlling collections, expediting Customs traf-
fic, and improving Customs image, and have saved a significant namber
of man-years nationally.

After thorough evaluation, it was determined that accounting ma-
chines for appropriation accounting and several other programs should
be replaced by programmable terminals capable of data transmission
via telecommunication. An award of contract was made in June 1974,
with implementation targeted for December 1974. )

Real-time data entry system (RETIDE)—RETIDE is designed
to input entry and collection data from field offices to Customs central
computer on a direct-line, real-time basis. The system was installed in
the Baltimore district on November 1,1973, and the New York Seaport
area on May 28, 1974. The Baltimore installation has met expectations
in achieving manpower savings and increased accuracy of input data;
similar achievements are forecast for New York. )

Equal opportunity.—Full-time equal opportunity officer positions
were established and filled for all Customs regions. In headquarters,
the Equal Opportunity Division was staffed with four additional
equal opportunity specialists to handle the number of complaints
being received and to promote affirmative action program measures.

A study to determine the feasibility of utilizing the services of mi-
nority-owned banks as depositaries for collections by Customs has re-
sulted in an increase of such depositaries to a total of 7 since July 1,
1973. For fiscal 1974, the monthly dollar volume of deposits at these
banks averaged $55 million.

Seven Papago Indians were appointed to the customs patrol pro-
gram in New Mexico (Region VII) under a special appointment
authority obtained from the Civil Service Commission.

Support of the 16-point program for Spanish-speaking Americans
was stressed throughout the year. Sixteen-point coordinators were
designated in headquarters and the nine regional offices. Many efforts
have been made in the area of recruitment. Spanish-speaking employ-
ment in Customs rose from 653 in December 1972 to 889 in March 1974.

Facilities management.—A task force was established to develop an
aggressive program for the upgrading of facilities at all locations on a
systematic, time-phased basis. A facilities planning system was estab-
lished and existing deficiencies documented, with first priority given
to border ports of entry.

Collocation of Region II offices into New York’s World Trade
Center, the largest move of its kind in Customs history, was accom-
plished. Similar.collocation in headquarters, Miami, Los Angeles, and
San Francisco is:planned for fiscal 1975.

Support of the customs patrol officer program included the pro-
curement of -aircraft, automobiles, jeeps, and 4-wheel drive vehicles
by lease or putchase, in addition to the acquisition of night vision
devices, photographic equipment, binoculars and related law enforce-
ment items. In process is the acquisition of 19 boats, ranging from 18-
foot U.S. Codst Guard Waterjets to 38-foot high-speed patrol craft.
Seven boats were delivered, with 10 of the remaining 12 due for de-
livery early in fiscal 1975.

Management analysis.—Numerous organization studies and surveys
resulted in increased effectiveness for Customs and the public.
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Evaluations were conducted of the management analysis functions
in the Boston, Miami, Los Angeles, New York, New Orleans, and
Houston regions.

Customs received the Federal Paperwork Management Award,
given by the Association of Records Executives and Administrators.

A management analysis conference washeld in Washington at which
management analysts from headquarters and the nine regions were
present. Executive, Regional Commissioner, Assistant Regional Com-

missioner, and other conferences were held during the year.

A new Customs Correspondence Manual provided guidance in the
preparation of customs documents and correspondence.

During the year, plans were formalized for the conduct of an audit
and cost-benefit analysis of the ADP reports generated by the Head-
quarters Data Center. An inventory of all ADP-generated reports
was completed and the basic cost for production of each report deter-
mined. Questionnaires solicited information concerning the useful-
ness of these reports from various headquarters offices. During fiscal
1975, the data gathered through these questionnaires will permit elim-
ination of some reports and modification of others.

In the management by objectives program, Customs reported prog-
ress to Treasury and OMB on several Presidential and Secretarial
objectives.

Personnel management.—The first stage of implementation of the
automated skills inventory system, data collection and computerization
on all employees GS-14 and above, was completed. Qualification re-
quirements for executive and middle management positions are being
identified by Customs managers and the resulting input will be incor-
porated into a software retrieval package for use in the Customs merit
promotion plan. ' '

During fiscal 1974, guidelines for the preparation and submission of
the Customs training data forms were developed. These forms provided
input for the annual automated training reporting system, imple-
mented on July 1,1974. .

Onsite Spanish language training initiated in January and Feb-
ruary 1974, at El Paso, Tex., and San Ysidro, Calif., gave instruction
to a total of 103 students. Three new programs will be started in fiscal
1975 at Nogales, Laredo, and Brownsville.

During fiscal 1974, a completely new “Executive Manpower Develop-
ment Program” was designed and will be issued as chapter 412 of the
Customs Personnel Manual. Implementation is scheduled for early
fiscal 1975. ,

. A standard position description was developed for the senior customs
inspector in accordance with the new classification standard. An
implementation plan provided for the conversion of all current. GS-11
customs inspectors to the new standard and set forth procedures for
requesting additional senior inspector positions. The implementation
of new positions is proceeding on a region-by-region basis. Survey
teams will be dispatched for postaudits of senior customs inspector
positions in the regions.

. Approved by the Civil Service Commission February 7, 1974, the
mail career ladder provided by the customs aid series, GS-1897, will
open up professional careers for many employees formerlv relegated
to wage board or clerical positions with little hope for advancement.
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This career ladder won commendation from the CSC for its innovative
contributions. :

Conversion of customs security officers to customs patrol officers
was completed January 20, 1974. These additions to the patrol orga-
nization prompted a geographical realignment of positions which led
to establishment of several new stations.

Labor-management relations.—The Customs Service labor-manage-
ment relations program reached nearly 600 managers (first-line super-
visors to top management personnel) in fiscal 1974, a greater number
than had been trained in all previous years. A series of films was
purchased to assist in future Service-wide refresher training.

Pubdlic information program.—To facilitate and insure voluntary
compliance with customs laws, Customs carries out a communication
and education program of nationwide scope designed to inform the
public of Customs plans, programs, and policies. A total of 172 news
releases, speech texts, factsheets, testimonies, etc., were distributed
during the fiscal year. The Commissioner of Customs and other head-
quarters officials made some 26 speeches and presentations, and were
involved in 9 interviews, briefing sessions, and press conferences.

As part of Customs continuing Bicentennial participation, four
customhouses were designated as historic customhouses in commemora-
tion ceremonies; they were Georgetown (D.C.), August 1, 1973; Bos-
ton, December 14, 1973 ; San Francisco, March 22,1974 ; and Wheeling,
May 23, 1974. In connection with these ceremonies, the Bureau of the
Mint produced the first 5 in the series of 10 commemorative custom-
house medals (see p. 155). The fifth medal, honoring the Savannah
Customhouse, was unveiled at a special ceremony during National
Maritime Week in Savannah, Ga..on May 24, 1974.

Local participation and coordination in Bicentennial era activities
included the jointly sponsored Boston Customhouse commemoration,
the first official event of the Boston 200’s “Tea Party Weekend.” An
exhibit of historic customs documents and artifacts developed by the
Boston regional office for display over a 3-year period was presented
to the city during the ceremony.

Through arrangements with the U.S. Postal Service, commemora-
tive postal cancellation slogans ran concurrently with the customhouse
ceremonies in Washington, D.C. (for Georgetown), Boston, San
Francisco, and Pittsburgh (for Wheeling).

A 2-year program of Bicentennial events, through December 1976,
including customhouse ceremonies, commemorative medals, and ex-
hibits was developed, with eight customhouse ceremonies currently
scheduled for fiscal 1975.

Customs won an “Honorable Mention” in the Federal Editors Asso-
ciation Contest for its publication “Customs Hints for Returning U.S.
Residents—Know Before You Go.”

Ports of entry.—Fresno, Calif., and Wichita, Kans., were established
as customs ports of entry. The Ports of Portland and Astoria, Oreg.,
and Longview, Wash., were consolidated into one port of entry en-
titled “Columbia River.” The new Port of Dallas/Fort Worth was
established to replace the single ports of Dallas and Fort Worth. The
Ports of Elkin and Washington, N.C., and South Haven, Mich., were
eliminated as customs ports of entry.
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Security and audit.—The Internal Security Division accelerated
security clearances for applicants, in order to reduce vacancies, by
using an abbreviated full field investigation with a 5-day completion
date. This investigation placed applicants on board quickly, with the
total investigation to be completed within the prescribed 30-day time
limit. During the year 1,304 full field investigations were processed.
Of these, Customs conducted 937, while only 367 were conducted by
Civil Service, representing a substantial savings in cost as well as time.
Customs computerized security clearance system is the first and only
such program in the Department of the Treasury.

In September 1973, the internal audit effort took a new direction,
with audit field managers formulating audit plans on an annual basis.

Regulatory audit—A regulatory audit staff consisting of 72 people
located in the regional offices and at headquarters undertook a new
program to perform third-party audits of customhouse brokers, assem-
bly plants, conditionally free wool imports, importations from insular
possessions, and drawback. In the 6 months since the program became
operational, the Division accomplished audits of 11 item 807 assembly
plants resulting in additional duty assessment in excess of $1,200,000;
1 audit involving importations from an insular possession resulting in
additional duty assessment in excess of $750,000; and audits of 52
customhouse brokers that discovered violations resulting in additional
duty assessments in excess of $340,000.

Customs laboratories activities—As part of the Customs research
and development programs, artificial nonpsychoactive materials were
developed with properties identical to those of common forms of drugs
in illicit channels. These “pseudo-narcotics” bear such a close resem-
blance to the real thing that preliminary assessments indicate they
may be useful in training detector dogs, in place of the genuine drugs.

The program for upgrading of laboratory instrumentation moved
ahead with the purchase of dual-channel flame ionization detector gas
chromatographs for the New York and Chicago laboratories, a sophis-
ticated gas chromatographic data handling system for Baltimore,
and an atomic absorption spectrophotometer for the New Orleans
laboratory.

Field laboratories performed a total of 191,770 analyses during the
year, an increase of nearly 13 percent over the previous year.

UNITED STATES SAVINGS BONDS DIVISION

The U.S. Savings Bonds Division promotes the sales and retention
of U.S. savings bonds. This medium of savings makes possible the
widespread distribution of the national debt through its ownership
by a substantial part of the Nation’s citizenry; it provides a stabilizing
influence on the economy insofar as the average life of E and H bonds
is twice that of the marketable debt, and therefore constitutes a long-
term underwriting of the Treasury’s debt structure.
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The program is carried out by a comparatively small staff assisted
by thousands of dedicated volunteers in financial, media, business,
labor, and agricultural institutions and civic-minded groups of all
kinds. Their volunteer services assist in the promotion and sale of
savings bonds through banks, savings and loan associations, some post
offices, and over 40,000 business establishments and other employers
cooperating in the operation of the payroll savings plan and over-the-
counter sales. ,

Sales of series E and H savings bonds totaled $6,429 million in fiscal
1974 ; reported participation in the payroll savings plan as of June 30,
1974, totaled close to 9% million. There were $62.4%illion savings bonds
and savings notes held at the close of fiscal 1974, nearly one-quarter
of the privately held portion of the public debt. During fiscal 1974,
holders of these savings vehicles received over $3 billion in interest.

The leader of the 1974 nationwide payroll savings campaign in
industry is John D. deButts, chairman of the board and chief executive
officer, American Telephone and Telegraph Co., and Chairman of the
U.S. Industrial Payroll Savings Committee. The 1974 campaign was
launched in Washington, D.C., on January 9, 1974, with the annual
meeting of the Committee. Serving on the Committee with Mr.
deButts are 11 former chairmen and 49 top executives of the Nation’s
major corporations. »

Mr. deButts has contributed much time and effort to the campaign.
He has traveled to 19 cities to address 26 meetings of business and
community leaders, helping members of the Committee launch their
area and industry campaigns. Mr. deButts met with the Business
Council at its February 14 meeting in Washington to urge members
to conduct payroll savings campaigns in their companies. On April 2,
1974, Mr. deButts appeared on the NBC television network “Today”
show. Eighty NBC stations also presented their local volunteer leaders
to further publicize the campaign. Mr. deButts provided sales tools for
the volunteers and staff workers in the campaign, including a brochure
for top executives and a sound motion picture in color entitled “A
Sense of History.” Mr. deButts also produced quarterly newsletters for
volunteers and a press kit mailed to over 1,200 newspapers to publicize
the campaign.

The U.S. Industrial Payroll Savings Committee has been the prin-
cipal force in raising the sales of E bonds in the $25 to $200 denomina-
tions to $4.4 billion, more than $1.7 billion higher than in 1962 before
the Committee was formed. This is dramatically portrayed in the
accompanying chart showing series E bond sales of $25 to $200
denomin:;tions (those sales influenced principally by payroll savings)
since 1957. '

553-554 O - 74 - 14
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SERIES E BOND SALES $25'to $200 DENOMINATIONS
*(Sales Influenced principally by Payroll Savings)

Pre-U.S. Industrial Since organization of U.S. Industrial Payrol!
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The U.S. Industrial Payroll Savings Committee was given a charter
in 1973 in recognition of its service to the Nation and the Treasury
in providing “the most effective continuing framework for involving
industrial top management in the U.S. savings bonds payroll savings
program.” The charter called upon the Committee to continue to im-
plement “suitable approaches toward expanding the payroll savings
plan with their industrial peers.” This the members are doing. They
urge the chief executives in their areas and industries to conduct
payroll savings drives, and set strong examples by the campaigns
they conduct 1n their own companies. Through June, six Committee
members had completed their company campaigns and had enrolled
over 144,000 employees as either new savers or for increased allotments.

The annual savings bonds campaign for Federal employees was
conducted during the spring months. Headed by Secretary of Agri-
culture Earl L. Butz, the Interdepartmental Savings Bonds Com-
mittee conducted one of the most intensive campaigns in recent years.
In preparing for the 1974 campaign, a comprehensive survey was
made of all the larger Federal agencies to obtain recommendations
for improving the 1974 campaign. As a result, several su%lgestions
were adopted that materially helped in the attainment of the Com-
mittee’s goals.

This year’s campaign theme, “Share a Common Bond,” was incor-
porated in all promotional material, including posters, canvassers
guides, and empi)oyee leaflets. This added a high degree of profession-
alism to the drive and received the plaudits of several Cabinet
members.

The highlight of this year’s campaign was the change in policy by
the Department of Defense regarding individual canvasses of civilian
and military employees in the Armed Forces. For the first time since
1968, all branches of the Armed Forces are now authorized to conduct
such canvasses throughout the military establishment. This chan%e
had tremendous impact on the Federal campaign this year with sizable
numbers of new savers and increases obtained. An even greater poten-
tial exists in this area for the 1975 campaign. ‘

The Federal establishment annually produces about $1 billion in.
payroll savings sales, with a total work force of approximately 214
million civilian employees and over 2 million military personnel.

The volunteer chairmen of State savings bonds committees and
members of the American Bankers Association savings bonds com-
mittee met with Treasury officials during their annual conference in
Washir‘ngton, D.C., on October 31. Sessions were presided over by
North Carolina chairman Bland Worley, vice chairman of the board,
Wachovia Corp., and ABA Chairman W. Jarvis Moody, president,
American Security and Trust Co. of Washington, D.C.

During the fiscal year, four new State chairmen were appointed for
2-year terms, and three were reappointed. :

All State Governors are serving as honorary chairmen of State
savings bonds committees. They play an important role by providing
leadership for State employees in each State’s savings bonds program.

Organized labor continued its strong support of the savings bonds
program under the direction of George Meany, president of the AFL-~
CIO, acting in the volunteer capacity of National Labor Chairman.
The following statement by Mr. Meany in April, sent to over 550 major
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labor publications throughout the United States, clearly reaffirms
labor’s support of the savings bonds program:

“The American Labor movement has supported the U.S. Savings
Bonds Program from its very beginning. As concerned citizens, we
_ consider support of this program a duty to our country, and take
pride in our association with it.

“In addition to patriotic reasons, we support the program because
it provides workers with an opportunity to save regularly and auto-
matically through participation in the Payroll Savings Plan.

“Therefore, we of the AFI-CIO have a special interest in the
Savings Bonds Program and continue to urge all union members
to ‘Take Stock in America’ by joining this program of investment in
the future of our country.”

Other active labor support inclnded resolutions of support adopted
by State federations of labor, local labor councils and local unions,
Numerous statements were issued by national, State, and local labor
officials in support of payroll savings campaiens. Much of this sup-
port was communicated to the membership by the labor press through
the use of ads. editorials, open letters of endorsement, and news stories
about savings bonds.

Public service advertising support for the bond program continued
strong, with daily newspapers contributing some 16,500 individual
ads during calendar 1973, and magazine linage up substantially over
the previous year. The campaign, which is carried in all major media,
is under the auspices of the Advertising Council, which estimates the
annual value of such advertising in excess of $63 million.

A new historical film, “An American Partnership,” was produced
by Warner Brothers during the fiscal year and will be widely shown
at service clubs, national organizations meetings, and other volunteer
gatherings. It traces the Nation’s history since 1776 in terms of citizen
participation in Government borrowings, and is timed for release as
a Bicentennial feature.

Lucille Ball and the cast of the “Here’s Lucy” TV series are featured
in a special film for the training of payroll savings canvassers in the
1974 campaign. Other motion picture industry participation includes
a campairn trailer for nationwide theatrical showing, starring
Charlton Heston. It was produced as a public service by Universal
Pictures under the auspices of Lew Wasserman of MCA, motion pic-
ture chairman of the 1.S. Industrial Payroll Savings Committee.

The star of the “Kojak” series on CBS-TV, Telly Savalas, was fea-
tured at the kickoff rally of the 1974 payroll savings campaign in the
cI{‘qderal Government, and was appointed as honorary chairman of the

rive.

Planning and strategy meetings were held in Washington during
the last half of the fiscal year with officials of the Advertising Council
and its volunteer task-force agencies and with the national Employee
Communications Committee for Savings Bonds, a group which gives
leadership to the program through company publications.

The new national organizations program was implemented—a five-
point program for executive offices of national organizations and a
seven-point program for their local units. The program at both levels
was successful, resulting in greater activity by these organizations on
behalf of the savings bonds. program. More than 100,000 individual
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pieces of promotional material were requested by local units for use
at club meetings and in community projects and conventions. Na-
tional and State publications of these organizations published ads,
art:iclesz cartoons, and testimonials. Special awards were presented to
Brith Sholom, Business and Professional Women’s Club, Inc., Ki-
wanis, Lions, National Exchange Clubs, National Grange, and the
Soroptimist for their promotion of the savings bonds program.

A new chairman of the National Organizations Committee was
appointed—MTrs. Valerie F. Levitan, executive director of Soroptimist.
Mrs. Levitan presided over a meeting of the national organizations
steering committee. The purpose of the meeting was to discuss ways
in which national organizations participation in the savings bonds
program could be increased. /

The Office of Public Affairs developed and distributed a series of
packages for media use, including an “Answers to Inquiries” package
distributed to the daily press in April. A pocket-size kit, “In Which
We Serve,” designed for volunteers, was also distributed in April.

A joint meeting of the National Committee of Newspaper Pub-
lishers and National Panel on Public Relations for Savings Bonds was
held in November. Participants—along with the Secretary, Deputy
Secretary, and Under Secretary for Monetary Affairs—included fi-
nancial writers Sylvia Porter, John Cunniff, Sam Shulsky, and Peter
Weaver. The first session was chaired by outgoing Chairman Charles
L. Gould, publisher, San Francisco Examiner; the second by out-
going Chairman Denny Griswold, publisher and editor, Public Rela-
tions News, New York. New chairmen for the groups are Robert Letts
Jones, president, Copley Newspapers, Inc.,, La Jolla, Calif.,, and
Joseph F. Awad, general director/public relations, Reynolds Metals
Co., Richmond, Va.

. A selection of “May Day” editorials. marking the 33d anniversary
of the bond program, developed by the Office of Public Affairs, was
utilized by leading newspapers throughout the: country.

Public Affairs revised and updated several factual publications,
including “E” and “H” informational folders, “U.S. Savings Bonds—
A Quick-Reference Guide,” and “Annual Report of Progress.” The
publication “US. Savings Bonds—A Good-Service Manual” was up-
dated and distributed to banks and other financial institutions.

Continuing collaboration with leading financial writers and editors
sparked significant coverage in leading magazines and newspapers. For
example, Ms. Margaret Daly’s feature in the November 1973 issue of
Better Homes and Gardens resulted in more than 4,100 inquiries.

Program planning

In the 9 years that the EDP program has been in operation, the
system has matured and improved to the extent that it is now .an in-
dispensable management tool. The centralized collection and publica-
tion of payroll savings statistics has relieved the State offices of many
hundreds of hours of clerical time and provides a meaningful picture
of the payroll savings program which is utilized at the national, re-
gional and State levels to formulate sales plans each year. It is the sole
source of data used in establishing payroll savings goals on State, area,
and county bases.
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At the end of fiscal 1974 the number of reporting units (companies
that operate the payroll savings plan) on the EDP tapes was 39,350,
which represents 21,526 interstate units (including branches of com-
panies) and 17,824 intrastate companies. Total employment in these
companies is shown as 27,054,610. The number of employees signed up
to buy savings bonds in these companies is 6,760,941, or 25 percent.

Management improvement

In a two-phased. reorganization completed on the first of January
1974, the Davision restructured its chief operating elements from 11
market centers to 7 regions covering the entire United States. The
regional structure conforms substantially with the proposed Federal
Regional System, taking into account, however, the marketing princi-
ples that dictate regional and State headquarters be located in areas of
prime population and high economic activity. The reorganization has
achieved a narrower span of control leading to more effective head-
quarters management control. A peripheral benefit of the reorganiza-
-tion has been the contraction of staff by the elimination of offices in
five States of relatively low productivity. These areas are now serviced
by adjacent States with a stronger emphasis on volunteer support
where there is no resident paid staff. In line with other personnel
practices, the Division, though smaller in size, during the course of the
reporting year has made better use of its employees through the re-
development of its promotional staff to the areas showing the greatest
market potential, and lowering the ratio of clerical employees to pro-
fessional personnel where such action does not impair the capability
of its promotional efforts in the field.

Internal audit program

During the reporting year the internal audit program covering field
activities was completely curtailed upon.the recommendation of the
departmental internal audit staff. In lieu of the former program, it
has been proposed that a series of field visitations be inaugurated under
professional staff leadership from headquarters.

Under its agreement with the Bureau of the Public Debt, Public
Debt’s staff auditors completed a study of payroll savings activities in
the Division. Their recommendations, leading to improved accounting
practices, were generally adopted.

Staff development

The Division is in the final year of a 3-year program to recruit and
move young persons up through the ranks. Through an American
Management Association-prepared course, “Principles of Profes-
sional Salesmanship,” and on-the-job training assignments, recently
graduated college students and persons promoted through the up-
ward mobility program are trained for key sales promotion,
managerial, and administrative positions. A new program of sales
instruction/training—“20-Point System for Guaranteed Sales Suc-
cess” by Dartnell-Anderson—was acquired for new promotional em-
ployees unable to attend an indoctrination course for 6 to 10 months
after entering on duty. This course will also be used as a refresher
course for veteran promotional staff members.

A line management training program entitled “How to Improve
Individual Manager Performance,” prepared by the American Man-
agement Association, was continued in fiscal 1974. A management li-
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brary, publicized quarterly, was established and has been extensively
used by all staff members. During fiscal 1974, 9 of 14 persons selected
for the executive development program were given detail assignments
which acquainted them with duties of higher level positions while 5 of
the 14 attended courses presented by the Civil Service Commission,
Department of Agriculture Graduate School, and Advance Manage-
ment Research, Inc.

All executive level personnel have received introductory level in-
struction on the implementation and operation of the management by
objectives program. This instruction was preparatory to the installa-
tion of an MB% program during fiscal 1975.

UNITED STATES SECRET SERVICE

The major responsibilities of the U.S. Secret Service are defined in
section 3056, title 18, United States Code. The protective responsibili-
ties include protection of the President of the United ‘States; the mem-
bers of his immediate family ; the President-elect; the Vice President
or other officer next in order of succession to the office of the President;
the Vice President-elect; the person of a former President and his wife
during his lifetime; the person of the widow of a former President
until her death or remarriage; minor children of a former President
until they reach 16 years of age, unless such protection is declined;
persons who are determined from time to time by the Secretary of
the Treasury, after consultation with the advisory committee, as being
major Presidential or Vice Presidential candidates, unless such pro-
tection is declined ; the person of a visiting head of a foreign state or
foreign government; and, at the direction of the President, other’
distinguished foreign visitors to the United States and official repre-
sentatives of the United States performing special missions abroad.

The investigative responsibilities are to detect and arrest persons
committing any offense against the laws of the United States relating
to coins, obligations, and securities of the United States and of foreign
governments; and to detect and arrest persons violating certain laws
relating to the Federal Deposit Insurance Corporation, Federal land
banks, and Federal land bank associations.

Protective responsibilities

Assignments to protect foreign dignitaries increased to 140 in fiscal
1974, compared with 110 in fiscal 1973. This increase was largely @at-
tributable to terrorism and general worldwide security problems. In
addition, 11 official representatives of this country performing special
missions abroad received Secret Service protection at the direction of
the President.

The Secret Service also provided protection for Speaker of the
House Carl Albert, former Vice President Spiro T.'Agnew, Vice Presi-
dential nominee Gerald R. Ford, ‘Secretary of ‘State Henry A. Kis-
singer, Secretary of the Treasury George P. Shultz, and Deputy
Secretary of the Treasury William E. Simon.
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Secret Service protection for Caroline Kennedy was terminated on
November 27, 1973, the date of her 16th birthday. o

During fiscal 1974, extraordinary manpower, logistical, and other
problems were encountered in planning and providing protection dur-
ing Secretary of ‘State Kissinger’s numerous Middle East visits, the
President’s trip to Russia, and his five-nation tour of the Middle East.

Legislation passed by both Houses of Congress designated the prem-
ises now occupied by the Chief of Naval Operations, located within
the Naval Observatory grounds, as the official temporary residence of
the Vice President, effective upon the termination of service of the
incumbent Chief of Naval Operations, July 1,1974.

- On June 8, 1974, President Nixon signed Public Law 93-305, which
‘makes appropriated funds of the Secret Service available to provide
protection to the immediate family of the Vice President of the United
States.

" The Executive Protective Service provided protection for the White
House, buildings housing Presidential offices, and 127 foreign diplo-
matic missions located at 295 locations in the metropolitan area of the
District of Columbia. In addition, protection was offered, at the direc-
tion of the President, on a case-by-case basis for foreign diplomatic
missions located in other areas of the United States, its territories and
possessions. _

Three cases in point were the Organization of American States con-
ference in Washington, D.C. ; the 28th annual General Assembly of the
United Nations in New York City; and continual coverage for
selected foreign missions to the United Nations in New York City.

During fiscal 1974, the Secret Service requested a supplemental
appropriation for an additional 180 Executive Protective Service of-
ficers and 5 support personnel. At the close of fiscal 1974, the House
and Senate Committees on Public Works were considering a bill to
increase the authorized size of the Executive Protective Service from
850 to 1,200 officers. '

Protective intelligence ;

During fiscal 1974, the Intelligence Division implemented a long-
range plan to replace special agent personnel performing analytical
work in protective intelligence with intelligence research specialists.
At the end of the year, the Secret Service employed 11 intelligence
research specialists, 10 of whom are women.

The Technical Security Division improved the screening procedures
for packages, briefcases, and courier material entering the White
House complex through the use of additional and improved fluoro-
scopic equipment at certain entrances. This equipment has been in-
stalled in the Secret Service mailroom and has been ordered for the
Main Treasury Building. A fresh water supply monitoring system for
the White House was installed and became operational.

A program was initiated to prepare and distribute hazardous de-
vice posters to all Secret Service offices. A technical library on ex-
plosives and hazardous devices used by terrorists was established in
this Division. A project, coordinated with the National Park Service,
was started to reinforce the perimeter gates of the White House to pre-
vent a vehicle from crashing the gates and entering the White House
grounds. '
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The Visual Information Branch of this Division produced a program
entitled “Executive Protective Service Recruitment” and a second
1‘:»71:ogr?,m entitled “United States Secret Service: An Organizational

lew.

Plans proceeded to produce models of sites normally encountered on
protective assignments for use in training special agents.

Cooperation between the Secret Service and the Bureau of the Pub-
lic Debt and the Internal Revenue Service in the use of computers for
data transmission has improved the data processing cycle.

Stolen series E savings bond information is now entered into the
National Crime Information Center (NCIC) days in advance of the
manual method. In addition, stolen unregistered Department of the
Treasury securities totaling over $85 million in value have been en-
tered into the NCIC.

Submission of biweekly magnetic tapes by the IRS of personnel
accounting data has permitted the Secret Service to maintain an au-
tomated personnel file for the generation of special organizational and
analytic reports.

Investigative resbonsibilities

For the second consecutive year, counterfeiting activity decreased.
While counterfeiters produced a total of $21.4 million in counterfeit
currency, down 15 percent from the preceding year, losses to the pub-
lic amounted to only $2.43 million, a significant drop of 27 percent
from fiscal 1973, and down $2.4 million (50 percent) from the record
high of $4.8 million successfully passed during fiscal 1972. Seizures
during the current fiscal year reached $19 million or 89 percent of the
counterfeiters’ total output.

Thus, while the counterfeiter is now producing 20 percent less than
he did 2 years ago, his sales have dropped 50 percent. This success is
due in large part to the Service’s present ability to respond to signifi-
cant investigative leads promptly and with the necessary manpower
and resources.

Counterfeiting investigations

To illustrate, among 56 plant operations successfully suppressed by
the Service since July 1973 were 22 responsible for producing over
$100,000 each. Losses to the public due to these operations were held to
$377,000, with $11.9 million (97 percent) of the total output of $12.3
million being seized before it reached circulation. Twenty-two major
conspiracies are shown below.

Month Passed | Month . X Passed
suppressed Location Seized  on the | suppressed Location Seized on the
public public

1978 1978
July ... Los Angeles, Calif__  $121,700 $1, 600 | December.. Riverside, Calif.... $822,920 None
July......_. Waupin, Wis___._.. 204,480 1,840 | December.. Cleveland, Ohio._. 913,500 $19,100
July. .- Modesto, Calif__.__. 134, 620 20 | December. . Newark, N.J__.____ 313,160 39,100

July........ St. Louis, Mo....._. 230,710 None 1974
Aungust_____ Dallas, Tex....___. 115,740 11,140 | January. ... Houston, Tex_..__. 1,500,400 None
August_..._. San Francisco, 1,123,720 680 | January. ... Costa Mesa, Calif_. 460,970 4,550
Calif. February... Willard, Ohio__.._. 106,070 2,400
September.. Miami, Fla._..__... February... Anderson, Ind_____ 1,346,050 243,015
September_. Venice, Calif_ 1 February... Newark, N.J__.____ 129,250 1,400
October_ ... Reno, Nev._. - March Sun Valley, Calif .. 175,120 14,740
October. ... Campbell, Calif.__. 727,280 Sacramento, Calif.. 104, 800 420
December.. Los Angeles, Calif.. 914, 300 Cincinnati, Ohio... 496,960 None
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Following are details of illustrative cases.

In July 1973, a portion of a printing plate containing the serial
number of a Federal Reserve note was found near a printing plant in
Modesto, Calif. On July 5, a counterfeit $20 Federal Reserve note was
passed in Fresno, Calif. That counterfeit $20 note contained the same
serial number that had been found on the printing plate in Modesto.
Surveillance of the suspect printing plant resulted on July 13, in the
arrest of two persons while 1n the process of manufacturing counter-
feit $20 Federal Reserve notes. Over $130,000 worth of the notes was
seized, along with the plates and negatives. By the end of fiscal 1974,
only the one counterfeit $20 note from this plant had been passed on
the public. The conspirators each received 3-year sentences.

During January of 1974 an informant advised the Houston office
that an individual was in possession of counterfeit $100 notes. On
January 16, an undercover agent was introduced to the suspect and,
after receiving 11 counterfeit $100 Federal Reserve notes, arrested
him. Search warrants were obtained and over $1.4 million dollars in
counterfeit $100 notes and the plates and negatives were found in
his residence and in a safe-deposit box. None of these counterfeit notes
was passed on the public. The defendant was sentenced to 15 years in
prison for this offense.

During January of 1974, an informant advised the Service’s Los
Angeles office that an individual was attempting to distribute counter-
feit $50 notes. A special agent, acting in an undercover capacity, was
introduced to the suspect and purchased $2,000 in counterfeit $50 Fed-
eral Reserve notes. At this time arrangements were made for a larger
delivery. On January 23, the suspect was arrested as he delivered
$57,000 in counterfeit $50 and $20 notes to the undercover agent. He
surrendered $150,000 in counterfeit $50 and $20 notes. The suspect im-
plicated two others of Costa Mesa, Calif., as the printers of these
counterfeit notes, and arrangements were made for an undercover
agent to meet with one of them and obtain $120,000 in counterfeit
currency. He was arrested while making this delivery, and a search
warrant was executed which resulted in the seizure of an additional
$116,000 and all plates and negatives. The third conspirator was ar-
rested and admitted to being the printer of the subject notes. Over
$450,000 in counterfeit currency was seized with a loss of only $4,000
to the public. Each defendant was sentenced to 5 years’ probation.

Check forgery

During fiscal 1974, 64,363 checks were received for investigation, an
increase of 9 percent over fiscal 1973. With the Department of the
Treasury having issued approximately 708 million checks during
fiscal 1974, only 1 of every 12,000 checks paid required investigation.

Arrests for check forgery increased from a previous record of 4,591
in fiscal 1973 to a new high of 5,465 in fiscal 1974. The backlog of
pending check cases increased 17 percent over fiscal 1973, from 30,045
to 35,006, due in part to the increase in referrals and to the number of
cases pending judicial action.

The overall improvement in check forgery arrest statistics may be
attributed to the increase in the availability of manpower for assign-
ment to this activity; the continuation and expansion of the forgery
squad system in the Service’s major offices; and priority emphasis on
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the investigation of those who forge and negotiate two or more checks.
The early 1dentification and arrest of multiple forgers is the basic
- deterrent affecting the volume of cases because of those forgers’ poten-
tial, if not apprehended.

The newly established procedure of retaining original checks within
the Forgery Division in all cases referred to the Service provides
ready access to the original checks for laboratory examinations, judi-
cial proceedings, and general investigative needs.

Despite the implementation of the supplemental security income
program in January 1974, which increased the number of checks
1ssued by the Government by approximately 4 million per month, the
number of forged-check referrals has not increased proportionately
vet. However, during the last quarter of fiscal 1974, a significant
Increase in the number of referrals involving supplemental security
income checks did occur and probably indicates continuing increases
during fiscal 1975.

The number of cases of fraudulent IRS returns to obtain refund
checks has increased. Additionally, bulk thefts of Treasury checks
from the Postal Service, major mail distribution facilities (e.g., mili-
tary bases), disbursing offices, and issuing agencies also increased
during fiscal 1974. These multiple thefts have resulted in greater
fencing activities and multiple check forgery cases. Countermeasures,
including undercover agent action, extensive surveillances, and close
liaison with other interested agencies, have succeeded in blunting the
overall effect of these major thefts and criminal schemes.

Check cases

Following the return of numerous checks bearing second endorse-
ments in a single name, the endorser was identified as the owner and
operator of an auto service in Long Beach, Calif., where he was
located and interviewed by agents of the Los Angeles field office. The
suspect maintained that each of the checks bearing his endorsement
had been obtained from customers for automotive repairs. However,
he was unable to produce any supporting work records. Reliable
informants revealed that the suspect was well known among forgers
as a fence who bought Treasury checks, Los Angeles County checks,
and other negotiable instruments at a discount. As owner and operator
of a business, he would negotiate these items through various victim
endorsers and would only second endorse the checks and not forge any
of the documents. Arrested on August 3, 1973, he denied that he knew
any of the checks were stolen when he received them and claimed he
was attempting to repay the various losing endorsers. On August 6,
the defendant appeared before the U.S. magistrate and was released
on bond. On October 4, he told an undercover special agent, introduced
to him by an informant, that he had been running checks through his
business ; however, now that the U.S. Treasury had a case on him, he
was glad he had a new outlet for his checks. He sold the undercover

-agent two Los Angeles County checks which were later determined
to have been stolen from the mail.

On October 23, a Federal grand jury returned a 44-count indict-
ment, to which the defendant pleaded not guilty. At his trial on
December 11, he changed his plea to guilty on three counts, which
included both 18 U.S.C. 495 and 18 U.S.C. 1708. The aggregate value
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of the Treasury checks involved was $16,530. On January 7, 1974, the
defendant was sentenced to 3 years in custody of the Attorney General.
However, execution of sentence was suspended and he was placed on
3 years’ probation, with the condition that he spend the first 6 months
of his sentence in jail.

In another case, on October 17, 1973, an agent of the Secret Service
interviewed the manager of a drugstore in Racine, Wis., regarding the
negotiation of 12 checks. He was unable to provide meaningful infor-
mation, except that, if the name of the payee sounded familiar to him,
he approved the check. On October 25, an officer at the First National
Bank and Trust of Racine notified the investigating agent that the
owner of the drugstore had a proprietorship account which had been
charged for approximately $3,684 in U.S. Treasury checks returned for
having forged endorsements. The owner had been murdered the eve-
ning before. As the investigation expanded, it became apparent that
the only person known to have gained from the owner’s death was the
manager of the drugstore. A confidential source identified several
individuals who stole the checks from the mails and then transferred
them to the manager through a go-between. The widow of the deceased
owner stated that her husband on several occasions had told the man-
ager to cash checks only for known customers and had intended to
dismiss him. One of the persons arrested on the check charges admitted
that he would take a group of checks directly to the manager at the
drugstore and would receive between 50 percent and 60 percent of the
face amount of the checks. He, in turn, would pay off those persons who
supplied him with checks. He stated that the manager said it would
be worth $10,000 to anyone who would murder the owner because the
owner was planning to fire him for accepting the forged checks. Sub-
sequently the manager was arrested for his involvement in the murder
of the owner. -

Bond forgery

Bond forgery investigations decreased during fiscal 1974 with 13,163
bond investigations being opened compared with 13,849 in fiscal 1973,
15,905 in fiscal 1972, and 22,198 in fiscal 1971.

Bonds, stolen throughout the country by various means, including
bank robbery, office and house burglary, and mail theft, repeatedly
show up in the hands of known fences of stolen securities in large
metropolitan areas. At the end of the fiscal year, there were approxi-
mately 600,000 stolen bonds, representing a face value of $42,000,000,
entered into the National Crime Information Center (NCIC) by the
Secret Service, compared with approximately 550,000 bonds at the
end of fiscal 1973. Each of these bonds represents a potential loss to
the Government if presented for redemption.

During fiscal 1974, 210 persons were arrested for bond forgery, sur-
passing the previous record established in fiscal 1973 when 187 persons
were arrested. Investigation established that many of those arrested
had connections with known organized crime figures.

The Secret Service returned to owners, prior to redemption, 12,386
stolen bonds with a face value of $1,079,925.

Illustrative of this type of investigation was a case which began on
January 9, 1973, when two armed men robbed a citizen in Lacka-
wanna, N.Y., of 584 bonds—face value $37,350. No suspects were de-
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veloped by the police. On April 13, the Palo Savings Bank, Palo,
Iowa, was burglarized and numerous safe-deposit boxes were ran-
sacked. Approximately 600 bonds—face value $24,000—were taken.
During the summer of 1973, a number of these bonds were redeemed
in Ohio and Pennsylvania by an unidentified man. On October 24, in
Lexington, Ky., an individual attempting to redeem six bonds regis-
tered to the victim in Lackawanna fled when the bank teller requested
additional identification. The bank contacted the Louisville Secret
Service office, and the rightful ownership of the bonds was determined.
Banks in the area were alerted. The following day, an arrest was made
in a Cincinnati, Ohio, bank after some of the stolen bonds were pre-
sented for redemption. The suspect was identified as the same person
who attempted to redeem the bonds in Lexington and was also identi-
fied through handwriting and from bank surveillance photographs
as the forger of the bonds stolen from the Palo, Iowa, bank. The de-
fendant pleaded guilty and was sentenced on March 6, 1974, to 3 years’
imprisonment. He was identified as the forger of 623 bonds—face value
$35,875.
Securities

In September 1973, the Secret Service implemented an NCIC entry
program through its communications facilities. Pertinent data con-
cerning lost or stolen marketable securities issued by the Treasury is
furnished to the Forgery Division by the Bureau of the Public Debt
and entered into NCIC. “Hits” on this program are handled adminis-
tratively by the Forgery Division and pertinent law enforcement agen-
cies are contacted.

At yearend there were 4,856 securities with a face value of $87,480,636
entered in NCIC under this program.

Identification Branch

The Identification Branch of the Special Investigations and Secu-
rity Division provided increased scientific and technical assistance
in criminal investigations to agents in Secret Service field offices during
the past fiscal year. Furnishing forensic support for the protective and
investigative units, the Questioned Document and Fingerprint Sec-
tions conducted examinations of handwriting, handprinting; finger-
prints, palmprints, typewriting, striations, and related analyses.

During the 12-month period ending May 31, 1974, the Questioned
Document and Fingerprint Sections closed 7,431 criminal cases. This
was an increase of 2,732 cases (or approximately 58 percent) over the
preceding 12-month period. A total of 420,903 exhibits were examined,
with 2,503 positive identifications reported. Identification Branch per-
sonnel appeared in courts throughout the Nation on 270 occasions to
furnish testimony in support of their findings.

Treasury Security Force

The Treasury Security Force is a specially trained, uniformed divi-
sion of the Secret Service, with responsibility for the protection of life
and property as well as the continuous security of the Main Treasury
and Annex Buildings. The Force also contributes to the protection of
the White House complex, the Secretary, and others. '

During the year, the Force investigated 87 serious violations and
arrested 45 persons for crimes ranging from forgery and burglary/
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larceny to narcotics violations and concealment of weapons. Twelve
persons considered to be of protective interest to the Service were de-

‘tained and interviewed by the Force.

Organized crime

The Secret Service, in conjunction with the Department of Justice,
actively participated in the organized crime strike force program. The
responsibility for organized crime investigations and the gathering of
related intelligence, within the investigative jurisdiction of the Service,
lay with 18 special agents assigned to various strike forces throughout
the Nation. They were supported by an intelligence research specialist,
at headquarters, Washington, D.C., who coordinated and disseminated
intelligence, as well as maintained control of the “racketeer profile”
and related computerized information.

At yearend organized crime agents were involved in 67 separate
organized crime investigations. Other Secret Service field agents sup-
port the organized crime effort as needed, with a total of more than
}iOS,(iOO E{nan-hours, or approximately 52 man-years, expended during

scal 1974,

Training

There were 75,040 man-hours of training conducted by the Office of
Training for personnel engaged in investigative, protective, and ad-
ministrative functions. In addition, 44,800 man-hours of interbureau
training, 10,618 man-hours of interagency training, and 7,871 man-
hours of nongovernment training were completed, for a total of 138,329
man-hours. ‘

The Secret Service provided all firearms training for students of the
Consolidated Federal Law Enforcement Training Center (606 stu-
dents from the Criminal Investigator School and 457 students from the
Police School). In addition, firearms training was provided to 72 spe-
cial agents of the Bureau of Alcohol, Tobacco and Firearms; 57 Cus-
toms employees; 377 U.S. Park Police Officers; 4 special agents of the
U.S. Information Agency; 55 special agents of the Internal Revenue
Service; 14 special agents of the Department of Commerce; 45 U.S.
Marshals; 30 U.S. Park Rangers; 350 correctional officers from the
District of Columbia Department of Corrections; 8 special agents of
the Immigration and Naturalization Service ; 12 couriers for the White
House Communications Agency; and enforcement perscnnel of the
Secret Service.

An instruction team conducted inservice training on site for the uni-
formed special officer details assigned to Presidential residences and
those of former Presidents. To standardize firearms instruction and
disseminate firearms policy, selected special agents from all field of-
fices attended a 3-week instruction course, which also included emer-
gency medical techniques. B

Secret ‘Service briefings on protective operations were given to 262
participants from local, State, and Federal agencies. Thirty partici-
pants from State and local police agencies attended the questioned
document course. i

Supervisory seminars were conducted for Special Agents in Charge
and Assistant Special Agents in Charge. An advanced driving course
was established for special agents assigned to protective divisions.

During fiscal 1974, the Office of Training developed a management
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training program that insures regularly scheduled training for all
supervisors, managers, and executives. This program will serve as a
base for each individual’s training throughout his career.

Administration

Renewed emphasis was placed on continuous planning for the fu-
ture needs of the Secret Service. An Assessment and Development
Staff, composed of representatives from each of five major headquar-
ters offices, was established to evaluate existing programs, examine cur-
rent and future plans, and anticipate and assess changes affecting the
organization.

The use of word-processing equipment was significantly expanded.
Automatic typewriters were installed in headquarters as well as in
major field offices. Benefits included a reduction in clerical costs, an up-
grading of the quality and quantity of documents processed, and a
reduction in the time required for document preparation.

A comprehensive, automated financial accounting system was imple-
mented on July 1, 1973. By November 30, 1973, all outstanding trans-
actions of previous years were entered into the new system and main-
tained by it. This system permits greater analysis of obligations and
outlays, close monitoring of actual obligations against the programmed
obligations of the financial plan, and confirmation that funds are being
utilized as planned in the budget. These improvements have greatly
facilitated the budget formulation and execution processes.

An automated property accounting system was designed to meet the
needs of program managers as to the location of equipment and the
general Government requirements for the distribution of costs and
depreciation. It is expected to be fully operational in fiscal 1975.

Accounting records were placed on microfilm during the second
half of fiscal 1974. Payroll records will also be on microfilm by the
beginning of fiscal 1975.

The Personnel Division established a system of entrance and exit
interviews for employees designed to evaluate recruitment actions
and increase employee satisfaction.

In connection with its safety program, the Secret Service developed
a driver training course to instruct agents in evasive and defensive
driving techniques on a test track. This course also includes classroom
instruction and all agents are expected to participate.

In the area of records management, a comprehensive program was
initiated for updating records disposal and retention. Designed to more
accurately describe categories of records and designate appropriate
disposition, the program will eliminate a greater quantity of obsolete
records, with consequent space savings.

Inspection

A team headed by an inspector conducted a field study to determine
the specific number of support personnel needed by type of position
or series and the extent to which duties now performed by agent
personnel could be performed by nonagent personnel. Other objectives
were to determine the need for clerical support for resident agencies
and to recommend staffing patterns for small-, medium-, and large-
size offices based on the results of questionnaires completed by Special
Agents in Charge. Visits were made to a representative number of
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offices to interview supervisory, clerical, administrative and agent
personnel.

Also, during this fiscal year, a program was established for senior
supervisors from the Office of Administration to accompany inspectors
on selected office inspections. This enabled supervisors from that office
to gain insight into the problems of field office operations.
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Public Debt Operations, Regulations, and Legislation

Exhibit l.——Treasui'y notes

A Treasury circular covering an auction of Treasury notes for cash with prices
established through competitive bidding is reproduced in this exhibit. Circulars
pertaining to other note offerings during fiscal 1974 are similar in form and
therefore are not reproduced in this report. However, essential details for each
offering are summarized in the table in this exhibit, and allotment data for the.
notes will be shown in table 37 in the Statistical Appendix. During the year there
were no offerings in which holders of maturing securities were given -preemptive
rights to exchange their holdings for new. notes.

DEPARTMENT CIRCULAR NO. 1-74. PUBLIC DEBT

DEPARTMENT OF THE TREASURY,
Washington, January 31, 197}.

1. OFFERING OF NOTES

1. The Secretary of the Treasury, pursuant to the authority of the Second
Liberty Bond Act, as amended, invites tenders at a price not less than 99.26 per-
cent of their face value for $2,250,000,000, or thereabouts, of notes of the United
States, designated Treasury Notes of Series C-1977. The interest rate for the
notes will be publicly announced by the Secretary of the Treasury on February 4,
1974. An additional amount of the notes may be allotted by the Secretary of the
Treasury to Government accounts and Federal Reserve Banks at the average
price of accepted tenders in exchange for Treasury notes and bonds maturing .
February 15, 1974. Tenders will be received up to 2:00 p.m., Eastern Daylight
Saving time, Wednesday, February 6, 1974, under competitive and noncom-
petitive bidding, as set forth in Section III hereof. The 734 percent Treasury
Notes of Series C-1974 and 414 percent Treasury Bonds of 1974, maturing Febru-
ary 15, 1974, will be accepted at par in payment, in whole or in part, to the extent
tenders are allotted by the Treasury.

II. DESCRIPTION OF NOTES

1. The notes will be dated February 15, 1974, and will bear -interest from that
date, payable on a semiannual basis on May 15 and November 13, 1974, and
thereafter on May 15 and November 15 in-each year until the principal amount
becomes payable. They will mature May 15, 1977, and will not be subject to call
for redemption prior to maturity.

2. The income derived from the notes is subject to all taxes imposed under
the Internal Revenue Code of 1954. The notes are subject to estate, inheritance,
gift or other excise taxes, whether Federal or State, but are 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 notes will be acceptable to secure deposits of public moneys. They will
not be acceptable in payment of taxes.

4. Bearer notes with interest coupons attached, and notes registered as to prin-
cipal and interest, will be issued in denominations of $1,000, $5,000, $10,000,
$100,000 and $1,000,000. Provision will be made for the interchange of notes of
different denominations and of coupon and registered notes, and for the trans-
fer of registered notes, under rules and regulations prescribed by the Secretary
of the Treasury.

5. The notes will be subject to the general regulations of the Department of
the Treasury, now or hereafter prescribed, governing United States notes.

193
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III. TENDERS AND ALLOTMENTS

1. Tenders will be received at Federal Reserve Banks and Branches and at the
Bureau of Government Financial Operations, Washington, D.C. 20222, up to the
closing hour, 2:00 p.m., Eastern Daylight Saving time, Wednesday, February 6,
1974. Each tender must state the face amount of notes bid for, which must be
$1,000 or a multiple thereof, and the price offered, except that in the case of non-
competitive tenders the term “noncompetitive” should be used in lieu of a price.
In the case of competitive tenders, the price must be expressed on the basis of
100, with two decimals, e.g., 100.00. Tenders at a price less than 99.26 will not
be accepted Fractions mav not be used. 7\Toncompetltlve tenders from any one
bidder may not exceed $500,000.

2. Commercial banks, which for this purpose are defined as banks accepting
demand deposits, may submit tenders for account of customers provided the
names of the customers are set forth in such tenders. Others than commercial
banks will not be permitted to submit tenders except for their own account.
Tenders will be received without deposit from banking institutions for their own
account, Federally-insured savings and loan associations, States, political sub-
divisions or instrumentalities thereof, public pension and retirement and other
public funds, international organizations in which the United States holds mem-
bership, foreign central banks and foreign States, dealers who make primary
markets in Government securities and report daily to the Federal Reserve Bank
of New York their positions with respect to Government securities and borrow-
ings thereon, and Government accounts. Tenders from others must be accom-
panied by payment (in cash or the securities referred to in Section I which will
be accepted at par) of 5 percent of the face amount of notes applied for.

3. Immediately after the closing hour tenders will be opened, following which
public announcement will be made by the Department of the Treasury of the
amount and price range of accepted bids. Those submitting tenders will be advised
of the acceptance or rejection thereof. In considering the acceptance of tenders,
those at the highest prices will be accepted to:the extent required to attain the
amount offered. Tenders at the lowest accepted price will be prorated if neces-
sary. The Secretary of the Treasury expressly reserves the right to accept or
reject any or all tenders, in whole or in part, including the right to accept less
than $2,250,000,000 of tenders, and his action in any such respect shall be final.
Subject to these reservations, noncompetitive tenders for $500,000 or less without
stated price from any one bidder will be accepted in full at the average price?
(in two decimals) of accepted competitive tenders.

4. All bidders are required to agree not to purchase or sell, or to make any
agreements with respect to the purchase or sale or other disposition of any notes
of this issue at a specific rate or price, until after 2:00 p.m., Eastern Daylight
Saving time, Wednesday, February 6, 1974.

5. Commercial banks in submlttmg tenders will be reqmred to certify that
they have no beneficial interest in any of the tenders they enter for the account
of their customers, and that their customers have no beneficial interest in the
banks’ tenders for their own account.

IV. PAYMENT

1. Settlement for accepted tenders in accordance with the bids must be made or
completed on or pefore February 15, 1974, at the Federal Reserve Bank or Branch
or at the Bureau of Government Financial Qperations, Washington, ID.C. 20222,
in cash, securities referred to in Section I (interest coupons dated February 15,
1974, should be detached) or other funds immediately available by that date.
Payment will not be deemed to have been completed where registered notes are
requested if the appropriate identifying number as required on tax returns and
other documents submitted to the Internal Revenue Service (an individual’s
social security number or an employer identification number) is not furnished.
In every case where full payment is not completed, the payment with the tender
up to 5 percent of the amount of notes allotted shall, upon declaration made by
the Secretary of the Treasury in his discretion, be forfeited to the United States.
When payment is made with securities, a cash adjustment will be made to or

1 Average price may be at, or more or less than 100.00.
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required of the bidder for any difference between the face amount of securities
submitted and the amount payable on the notes allotted.

V. ASSIGNMENT OF REGISTERED SECURITIES

1. Registered securities tendered as deposits and in payment for notes allotted
hereunder are not required to be assigned if the notes are to be registered in the
same names and forms-as appear in the registrations or assignments of the secu-
rities surrendered. Specific instructions for the issuance and delivery of the
notes, signed by the owner or his authorized representative, must accompany
the securities presented. Otherwise, the securities should be assigned by the
registered payees or assignees thereof in accordance with the general regulations
governing United States securities, as hereinafter set forth. Notes to be registered
in names and forms different from those in the inscriptions or assignments of
the securities presented should be assigned to “The Secretary of the Treasury for
Treasury Notes of Series C-1977 in the name of (name and taxpayer identifying
number).” If notes in coupon form are desired, the assignment should be to “The
Secretary of the Treasury for coupon Treasury Notes of Series C-1977 to be
delivered to . ______________. ”. Securities tendered in payment should be sur-
rendered to the Federal Reserve Bank or Branch or to the Bureau of Government
Financial Operations, Banking and Cash Management, Washington, D.C. 20222.
The securities must be delivered at the expense and risk of the holder.

VI. GENERAL PROVISIONS

1. As fiscal agents of the United States, Federal Reserve Banks are authorized
and requested to receive tenders, to make such allotments.as may be prescribed
by the Secretary of the Treasury, to issue such notices as may be necessary, to
receive payment for and make delivery of notes on full-paid tenders 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, pre-
scribe supplemental or amendatory rules and regulations governing the offering,-
which will be communicated promptly to the Federal Reserve Banks.

GEORGE. P. SHULTZ,
Secretary of the Treasury.



Summary of information pertaining to Treasury notes issued during fiscal year 1974

Date of Con-

prelim- Department current Accepted tenders Limit on Date Pay-
inary circular -  offering Treasury notes issued (all auctioned for noncom- Issue Maturity tenders ment

- circular cash) Average High Low petitive date date recelved date!

nounce- No. Date No. price price price tenders

ment

1978 1978 . 193 1978 1978
July 25 5-73 July 26 6~73 734 percent Series B-1977 ... . ... ... _._. 99, 07 299,31 99,01  $500,000 Aug. 15 Aug. 15,1977 July3l Aug. 15
Aug. 20 7-73 Aug, 20 .......__... 834 percent Series G-1975. . 100. 80 2101.05 100. 70 500,000 Sept. 4 Sept. 30,1975 Aug. 24 Sept. 4
Oct, 24 8-73 Oct. 25 9-73,10-73 7 percent Series H-1975_ . 100. 14 100, 49 100. 09 500,000 Nov.15 Dec. 31,1975 Oct. 31 Nov. 15
Oct. 24 973 Oct. 25 8-73,10-73 7 percent Series C-1979.. .. .. .ceoecomaao.. . 100. 88 2101.21 100. 63 500,000 Nov. 15 Nov. 15,1979 Oct. 30 Nov. 15

1974 1974 1974 1974 1974
Jan. 30 1-74 Jan. 31 2-74,3-74 6% percent Series C-1977 100. 51 100, 92 100.35 500,000 Feb. 15 May 15,1977 Feb. 6 Feb. 15
Jan. 30 2-74 Jan. 31 1-74,3-74 7 percent Series A-1981.. 100. 28 3100, 68 .100.10 500,000 Feb. 15 Feb. 15,1981 Feb. 5 Feb. 15
Mar. 20 4-74 Mar. 21 .__._.._.__. 8 percent Series H-1976... - 99.85 2100, 11 99,76 500,000 Apr. 9 Mar. 31,1976 Mar. 28 Apr. 9
May 1 5-74 May 2. 6-74,7-74 83 percent Series I-19763. - 100. 00 2100. 57 99,87 500,000 May 15 June 30,1976 May 8 May 15
May 1 674 May 2 5-74,7-74 834 percent Series C-19783._. ... ___...... 100. 07 3100. 68 99, 96 500,000 May 15 Aug. 15,1978 May 7 May 15

1 Payment‘could not be made through Treasury tax and loan accounts for any of the issues.

2 Relatively small amounts of bids were accepted at a price or prices above the high shown. However, the higher price or prices are not shown in order to prevent an

appreciable discontinuity in the range of prices, which would make it misrepresentative. . .
8 These issues were offered with a minimum denomination of $10,000 (all other issues had a minimum denomination of $1,000).

961
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Exhibit- 2—Treasury bonds

A Treasury circular covering an auction of Treasury bonds for cash with the
price established through competitive bidding is reproduced in this exhibit.
Circulars pertaining to other bond offerings during fiscal 1974 are similar in
form and therefore are not reproduced in this report. However, essential details
for each offering are summarized in the table in this exhibit, and allotment data
for the bonds will be shown in table 38 in the Statistical Appendix. During the
year there were no offerings in which holders of maturing securities were given
preemptive rights to exchange their holdings for new bonds. .

DEPARTMENT CIRCULAR NO. 6-73. PUBLIC DEBT

DEPARTMENT OF THE TREASURY,
Washington, July 26, 1973.

I. OFFERING OF BONDS

1. The Secretary of the Treasury, pursuant to the authority of the Second
Liberty Bond Act, as amended, invites tenders for $500,000,000, or thereabouts, of
bonds of the United States, designated 71 percent Treasury Bonds of 1988-93.
An additional amount of the -bonds may be allotted by the Secretary of the
Treasury to Government accounts and Federal Reserve Banks in exchange for
Treasury notes and bonds maturing August 15, 1973. Tenders on a competitive
or noncompetitive basis will be received up to 1:30 p.m., Eastern Daylight Sav-
ing time, Wednesday, August 1, 1973. The price for the bonds will be established
as set forth in Section IIX hereof. The 814 percent Treasury Notes of Series B—
1973 and 4 percent Treasury Bonds of 1973, maturing August.15, 1978, will be
accepted at par in payment, in whole or in part, to the extent tenders are allotted
by the Treasury.

II. DESCRIPTION OF BONDS

1. The bonds will be dated August 15, 1973, and will bear interest from that
date at the rate of 714 percent per annum, payable semiannually on February 15
and August 15 in each year until the principal amount becomes payable. They
will mature August 15, 1993, but may be redeemed at the option of the United
States on and after August 15, 1988, 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 determined by such method as
may be prescribed by the Secretary of the Treasury. From the date of redemp-
tion designated in any such notice, interest on the bonds called for redemption
shall cease.

2. The income derived from the bonds is subject to all taxes imposed under the
Internal Revenue Code of 1954. The bonds are subject to estate, inheritance; gift
or other excise taxes, whether Federal or State, but are 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 acceptable to secure deposits of public moneys. They will
not be acceptable in payments of -taxes.

4. Bearer bonds with interest coupons attached, and bonds registered as to
principal and interest, will be issued in denominations of $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 trans-
fer of registered bonds, under rules and regulations prescribed bv the Secretarv -
of the Treasury..

5. The bonds will be subject to the general regulatlons of the Department of
the Treasury, now or hereafter prescribed, governing United States honds

III. TENDERS AND ALLOTMENTS

1. Tenders will be received at Federal Reserve Banks and Branches and at the
Office of the Treasurer of the United States, Washington, D.C. 20222, up .to the
closing hour, 1:30 p.m., Eastern Daylight Saving time, Wednesday, August 1,
1973. Each tender must state the face amount of bonds bid for, which must be
$1,000 or a multiple thereof, and the price offered except that in the case of non-
competitive tenders the term “noncompetitive” should be used in lieu of a price.
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In the case of competitive tenders, the price must be expressed on the basis of
100, with two decimals in a multiple of .05, e.g., 100.10, 100.05, 100.00, 99.95, etc.
Fractions may not be used.

2. Commercial banks, which for this purpose are defined as banks accepting
demand deposits, may submit tenders for account of customers provided the
names of the customers are set forth in such tenders. Others than commercial
banks will not be permitted to submit tenders except for their own account.
Tenders will be received without deposit from banking institutions for their
own account, Federally-insured savings and loan associations, States, political
subdivisions or instrumentalities thereof, public pension and retirement and
other publi¢c funds, international organizations in which the United States holds
membership, foreign central banks and foreign States, dealers who make pri-
mary markets in Government securities and report daily to the Federal Reserve -
Bank of New York their positions with respect to Government securities and
borrowings thereon, and Government accounts. Tenders from others must be ac-
companied by payment (in cash or the securities referred to in Section I which
will be accepted at par) of 5 percent of the face amount of bonds applied for.

3. In considering the acceptance of tenders, those at the highest prices will be
accepted in full to the extent required to attain the amount offered; provided,
however, that tenders at the lowest of such accepted prices will be prorated if
necessary. All tenders so accepted will be allotted at the price of the lowest ac-
cepted tender. Those submitting tenders will be advised of the acceptance, and
awarded price, or the rejection of their bids. The Secretary of the Treasury
expressly reserves the right to accept or reject any or all tenders, in whole or in
part, including the right to accept less than $500,000,000 of tenders, and his ac-
tion in any such respect shall be final. Subject to these reservations noncompeti-
tive tenders for $250,000 or less will be accepted in full at the same price as ac-
cepted competitive tenders. The price may be 100.00, or more or less than 100.00.

4. Al bidders are required to agree not to purchase or to sell, or to make any
agreements with respect to the purchase or sale or other disposition of any
bonds of this issue at a specific rate or price, until after 1:30 p.m., Bastern Day-
light Saving time, Wednesday, August 1, 1973.

5. Commercial banks in submlttmg tenders will be required to certify that
"they have no beneficial interest in any of the tenders they enter for the account
of their customers, and that their customers have no beneficial interest in the
banks’ tenders for their own account.

IV. PAYMENT

1. Payment for accepted tenders must be made or completed on or before
August 15, 1973, at the Federal Reserve Bank or Branch or at the Office of the
Treasurer of the United States, Washington, D.C. 20222, in cash, securities re-
ferred to in Section I (interest coupons dated August 15, 1973, should be de-
tached) or other funds immediately available by that date. Payment will not be
deemed to have been completed where registered bonds are requested if the ap-
propriate identifying number as required on tax returns and other documents
submitted to the Internal Revenue Service (an individual’s social security num-
ber or an employer identification number) is not furnished. In every case where
full payment is not completed, the payment with the tender up to 5 percent of the
amount of bonds allotted shall, upon declaration made by the Secretary of the
Treasury in his discretion, be forfeited to the United States. When payment is
made with securities, a cash adjustment will be made to or required of the bidder
for any difference between the face amount of securities submitted and the
amount payable on the bonds allotted.

V. ASSIGNMENT OF REGISTERED SECURITIES

1. Registered securities tendered as deposits and in payment for bonds allotted
hereunder are not required to be assigned if the bonds are to be registered in the
same names and forms as appear in the registrations or assignments of the se-
curities surrendered. Specific instructions for the issuance and delivery of the
bonds, signed by the owner or his authorized representative, must accompany the
securities presented. Otherwise, the securities should be assigned by the reg-
istered payees or assignees thereof in accordance with the general regulations
governing United States securities, as hereinafter set forth. Bonds to be reg-
istered in names and forms different from those in the inseriptions or assign-
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ments of the securities presented should be assigned to “The Secretary of the -
Treasury for 714 percent Treasury Bonds of 1988-93 in the name of (name and
taxpayer identifying number).” If bonds in coupon form are desired, the assign-
ment should be to ‘“The Secretary of the Treasury for 734 percent coupon Treas-
ury Bonds of 1988-93 to be delivered to ; ” Securities
tendered -in payment should be surrendered to the Federal Reserve Bank or-
Branch or to the Office of the Treasurer of the United States, Securities Division,
Washington, D.C. 20222. The securities must be delivered at the expense and
risk of the holder. .

VI. GENERAL PROVISIONS

1. As fiscal agents of the United States, Federal Reserve Banks are author-
ized and requested to receive tenders, to make such allotments as may be pre-
seribed by the Secretary of the Treasury, to issue such notices as may be neces-
sary, to receive payment for and.make. delivery of bonds on full-paid tenders:
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, pre-
scribe supplemental or amendatory rules and regulations governing the offering,
which will be. communicated promptly to the Federal Reserve  Banks.

GEORGE P. SHULTZ,
Secretary of the Treasury.



Summary of information pertaining to Treasury bonds tssued during fiscal year 1974

Date of
prelim- Department Concurrent Limit Ma- Date Pay-
inary circular offering Treasury bonds issued (all auctioned for cash) Issue price on non- Issue turity tenders ment
an- circular competitive  date date  received date!
nounce- No. Date No. tenders
ment
1978 1973 1978 1993 1978 1978
July 25 6-73 July 26 573 7Y percent of 1988-93 . ... ... i 95.05 $250,000 Aug. 15 Aug. 15 Aug. 1 Aug. 15
Oct. 24 10-73 Oct. 25 8-73,9-73 7% percent of 1988-93... 101. 60 250,000 Aug.15% Aug. 15 Oct. 31 Nov. 15
1974 1974 1974 1974
Jan. 30 3-74 Jan. 31 1-74,2-74 75 percent of 198893, ool 100. 45 250,000 Aug.152 Aug. 15 Feb. 7 Feb. 28
1974 1999
May 1 7-74 May 2 5~74,6-74 85 percent of 1994-99. .. .. iecciieeas 102.85 250,000 May 15 May i5 May 8 May 15

1 Payment could not be made through ’I‘reasury tax and loan accounts for any of the issues.

2 Interest was payable from Nov, 15, 1
8 Interest was payable from Feb. 28, 1974 except that in the case of holders who paid for the bonds with notes or bonds due Feb 15, 1974, interest was payable from that date.
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Exhibit 3.—Treasury bills

During the fiscal year there were 52 weekly issues of 13-week and 26-week: bills
(the 13-week bills represent additional amounts of bills with an orlgmal maturity
of 26 weeks), 11 52-week issues, 1 294-day issue, 1 336-day issue, 6 issues of tax
anticipation series, and 2 issues of strips of weekly bills. A press release inviting
tenders is reproduced in this exhibit and is representative of all such releases.
Also reproduced is a press release which is representanve of releases announcing
the results of offerings. Following the press releases is a table of data.for each

issue during the fiscal year.
PRESS RELEASE OF JUNE 4, 1974

The Treasury Department, by this public notice, invites tenders for two series
of Treasury bills to the aggregate amount of $4,500,000,000, or thereabouts, to
be issued June 13, 1974, as follows:

91-day bills (to maturity date) in the amount of $2,600,000,000, or thereabouts,
representing an additional amount of bills dated March 14 1974, and to mature
September 12, 1974 (CUSIP No. 912793 UP9), originally 1ssued in the amount of
$1,801,885,000, the additional and original bills to be freely interchangeable.

182-day bills for $1,900,000,000, or thereabouts, to be dated June 13, 1974, and
to mature December 12, 1974 (CUSIP No. 912793 VCT7). ’

The bills will be issued for cash and in exchange for Treasury bills maturing
June 13, 1974, outstanding in the amount of $4,303,175,000, of which Government
accounts and Federal Reserve Banks, for themselves and as agents of foreign and
international monetary authorities, presently hold $2,529,650,000. These accounts
may exchange bills they hold for the bills now being offered at the average prices
of accepted tenders. .

The bills of both series will be issued on a discount basis under competitive
and noncompetitive bidding as hereinafter provided, and at maturity their face
amount will be payable without interest. They will be issued in bearer form only,
and in denominations of $10,000, $15,000, $50,000, $100,000, $500,000 and $1,000,000
(maturity value).

Tenders will be received at Federal Reserve Banks and Branches up to the
closing hour, one-thirty p.m., Eastern Daylight Savings time, Monday, June 10,
1974. Tenders will not be received at the Treasury Department, Washington. Each
tender must be for a minimum of $10,000. Tenders over $10,000 must be in multi-
ples of $5,000. In the case of competitive tenders the price offered must be ex-
pressed on the basis of 100, with not more than three decimals, e.g., 99.925.
Fractions may not be used. It is urged that tenders be made on the printed forms
and forwarded in the special envelopes which will be supplied by Federal Reserve
Banks or Branches on application therefor.

Banking institutions and dealers who make primary markets in Government
securities and report daily to the Federal Reserve Bank of New York their posi-
tions with respect to Government securities and borrowings thereon may submit
tenders for account of customers provided the names of the customers are set
forth in such tenders. Others will not be permitted to submit tenders except for
their own account. Tenders will be received without deposit from incorporated
banks and trust companies and from responsible and recognized dealers in invest-
ment securities. Tenders from others must be accompanied by payment of 2 per-
cent of the face amount of Treasury bills applied for, unless the tenders are
accompanied by an express guaranty of payment by an incorporated bank or
trust company.

Immediately after the closing hour, tenders will be opened at the Federal
Reserve Banks and Branches, following which public announcement will be made
by the Treasury Department of the amount and price range of accepted bids.
Only those submitting competitive tenders will be advised of the acceptance or
rejection thereof. The Secretary of the Treasury expressly reserves the right to
accept or reject any or all tenders, in whole or in part, and his action in any such
respect shall be final. Subject to these reservations, noncompetitive tenders for
each issue for $200,000 or less without stated price from any one bidder will be
accepted in full at the average price (in three decimals) of accepted competitive
bids for the respective issues. Settlement for accepted tenders in accordance with
the bids must be made or completed at the Federal Réserve Bank on June 13,
1974, in cash or other immediately available funds or in a like face amount of
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Treasury bills maturing June 13, 1974. Cash and exchange tenders will receive
equal treatment. Cash adjustments will be made for differences between the par
value of maturing bills accepted in exchange and the issue price of the new bills.

Under Sections 454(b) and 1221 (5) of the Internal Revenue Code of 1954 the
amount of discount at which bills issued hereunder are sold is considered to
acerue when the bills are sold, redeemed or otherwise disposed of, and the bhills
are excluded from consideration as capital assets. ‘Accordingly, the owner of
Treasury bills (other than life insurance companies) issued hereunder must
include in his income tax return, as ordinary gain or loss, the difference between
the price paid for the bills, whether on original issue or on subsequent purchase,
and the amount actually received either upon sale or redemption at maturity
during the taxable year for which the return is made.

Treasury Department Circular No. 418 (current revision) and this notice,
prescribe the terms of the Treasury bills and govern the conditions of their issue.
Copies of the circular may be obtained from any Federal Reserve Bank or
Branch.

PRESS RELEASE OF JUNE 17, 1974

Tenders for $2.6 billion of 13-week Treasury bills and for $1.9 billion of 26-week
Treasury bills, both series to be issued on June 20, 1974, were opened at the
Federal Reserve Banks today. The details are as follows:

13-week bills maturing 26-week bills maturing
Sept. 19, 1974 Dec. 19, 1974
Range of accepted competitive bids
Price Equivalent Price Equivalent
annual rate annual rate
Percent Percent

97. 940 8.149 95. 887 8.136
97. 931 8.186 95. 862 8.185
197.933 28,177 3 95. 867 28.176

t Tenders at the low price for the 13-week bills were allotted 160 percent.

2 These rates are on a bank discount basis. The equivalent coupon issue yields are 8.47 percent for the
13-week bills, and 8.65 percent for the 26-week bills.

3 Tenders at the low price for the 26-week bills were allotted 2 percent.

Total tenders applied for and accepted by Federal Reserve districts

District Applied for Accepted Applied for Accepted

BOStON. . oeom v $40, 770, 600 $30, 140, 000 $15, 555, 000 $13, 555, 000
New York. 4, 148, 835, 000 2, 203, 350, 000 3, 535, 770, 000 1, 685, 760, 000
Philadelphia. , 045, 000 29, 046, 000 60, 795, 000 11, 895, 000
Cleveland. . 77, 695, 000 41,020, 000 78, 100, 000 26, 580, 000
Richmond. 69, 100, 000 38, 570, 000 44, 510, 000 18, 210, 000
Atlanta.. , 590, 000 27, 830, 000 32, 740, 000 20, 790, 000
Chicago.. 258,320,000 85,455,000 229, 250, 000 33, 025, 000
St. Louis._ 59, 395, 000 24, 595, 000 55, 625, 000 18, 375, 000
Minneapolis. 39, 845, 600 13, 740, 000 21,765, 600 5, 765, 000
Kansas City. , 240, 000 39, 495, 000 35, 015, 000 25, 940, 000
Dallas... - -. 59, 700, 000 18,730, 000 29, 595, 000 14, 595, 000
San Francisco......coooocoaeoiao_. 156, 765, 000 48, 236, 000 121, 700, 000 26, 000, 000

Total. . 5,033,200,000 1 2, 600, 205, 000 4, 260, 420, 000 2 1, 900, 490, 600

t Includes $437,775,000 noncompetitive tenders accepted at average price.
3 Includes $2567,020,000 noncompetitive tenders accepted at average price.
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[Dollar amounts in thousands]

Maturity value Prices and rates
Tenders accepted Total bids accepted Competitive bids accepted Amount
Date of Date of Days to maturing
issue maturity  maturity!? Total Equiva- High Low on issue
applied for Total On On non- Average lent date of new
accepted  competitive competitive price per average Price per Equiva- Price per Equiva- offering
basis basis hundred rate hundred lentrate hundred lent rate
(percent) (percent) (percent)

REEeULAR WEEKLY

1978

July 5 Oct. 4,1973 91  $3,348,685  $2,500,430  $2,206,170 $294, 260 97,981 7.986 298,028 7.801 97.952 8.102 $2, 401, 420
5 Jan. 38,1974 182 3, 545, 520 1,700,985 1,527, 550 173,435 95. 950 8.010 295, 980 7.952 95. 933 8.045 1,901, 105
12 Oct. 11,1973 91 3,974,745 2, 500, 385 2,144,860 355, 525 97.980 7.990 97. 996 7.928 97.976 8. 007 2, 400, 800
12 Jan. 10,1974 182 3, 215, 350 1,701,710 1,442, 240 259, 470 95. 946 8.018 95. 968 7.975 95.937 8.037 1,901, 780
19 Oct. 18,1973 91 4,273, 600 2, 500, 870 2,165, 990 334, 880 97. 986 7.968 398.003 7.900 97. 983 7.979 2,402,215
19 Jan. 17,1974 182 3,429, 610 1,700,715 1,432, 645 268, 070 95. 944 8.023 2.95. 983 7.946 95. 940 8.031 1,902, 100
26 Oct. 25,1973 91 3,887,315 2,501, 445 2,213,930 287, 515 97.949 8. 113 497.977 8.003 97.938 8.157 2,398, 610
26 Jan. 24,1974 182 3, 560, 880 1,701,950 1,481,795 220, 155 95, 818 8.272 295.844 8.221 95. 810 8.288 1,901,115
Aug. 2 Nov. 1,1973 91 3,795,970 2, 500, 695 2,192, 308, 635 97.897 8.319 97.915 8.248 97.888 8.355 2, 501, 000
2 Jan. 31,1974 182 3, 386, 465 1,700, 980 1,467,225 233,755 95.715 8.476 95.732 8.442 95. 708 8.490 1, 800, 885
9 Nov. 8,1973 91 3,422,705 2, 501, 585 2,174,335 327, 250 97. 855 8.485 297.890 8.347 97.830 8. 585 2, 504, 460
9 Feb. 7,1974 182 3,110,515 1,801, 615 1,553, 248; 590 95. 627 8.649 295.684 8.537 95. 608 8.687 1, 800, 965

16 Nov. 15,1973 91 3, 752, 622 2, 500, 620 2,161,485 339, 135 97.731 8.975 297.763 8.850 97.720 9. 020 2, 500,
16 Feb. 14,1974 182 3, 686, 985 1, 806, 865 1, 541,435 265, 430 95.479 8.942 295. 527 8.848 95,473 8.956 1,802, 9106
23 Nov. 23,1973 92 3, 595,235 2,501,125 2,124, 376, 580 97.723 8.911 297.742 8.836 97.708 8. 969 2,501, 105
23 Feb. 21,1974 182 3, 588, 565 1,801, 540 1, 548, 885 252, 655 95. 523 8.856 95. 539 8.824 95. 516 8.869 1,801,175
30 Nov. 29,1973 91 3, 686, 690 2,502,775 2,172,255 330, 520 97.809 8. 668 97.841 8. 541 97.796 8.719 2, 501, 980
30 Feb. 28,1974 182 3,444, 600 1, 800, 305 1,574,240 226, 065 95. 664 8. 576 95. 703 8. 500 95. 657 8,591 1,800, 425
Sept. 6 Dec. 6,1973 91 3,904,335 2, 502, 265 2,199,120 303, 145 97.781 8.778 97. 806 8.680 97.772 8.814 2, 501, 005
6 Mar. 17,1974 182 3, 48, 160 1, 808, 51 1, 647, 650 , 95. 584 8.734 95. 617 8.670 95.577 8.749 1, 800, 490
13 Dec. 13,1973 91 3,942,285 2,491, 455 2,119, 450 372,005 97.721 9.015 297.745 8.921 97.714 9. 044 2, 502, 365
13 Mar. 14,1074 182 4,228,170 1,802,275 1, 557,995 95. 490 8.920 295. 503 8.895 95. 485 8.931 1,801,040
20 Dec. 20,1973 91 4,114, 2, 502, 305 2, 090, 945 411, 360 97.779 8.786 297.808 8.672 97.776 8.798 2, 501, 065
20 Mar. 21,1974 182 5,376,130 1, 803, 300 1, 560, 215 243, 085 95. 535 8.831 295.548 8.806 95. 532 8.838 1,801, 355
27 Dec. 27,1973 91 4,136, 570 2, 503, 095 2,159, 675 , 420 98. 147 7.329 98.167 7.251 98.141 7.354 2,503,195

See footnotes at end of table.
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Summary of information pertaining to Treasury bills issued during the fiscal year 1974—Continued

{Dollar amounts in thousands]

Maturity value Prices and rates

. Tenders accepted Total bids accepted Competitive bids accepted Amount
Dateof  Dateof Days to - - maturing
issue maturity maturity!? Total Equiva- High Low on issue
applied for Total On On non- Average lent date of new
accepted competitive competitive price per average Price per Equiva- Price per Equiva- offering
asis basis hundred rate hundred lentrate hundred lent rate
(percent) . (percent) (percent)

REGULAR WEEEKLY

1973 1974
27 Mar. 28 182 $4,388,615  $1,802,560  $1, 581,070 $221, 490 96. 127 7.661 96. 147 7.621 96. 123 7. 669 $1, 806, 600
Oct. 4 Jan. 3 91 38,129,105 2, 501, 335 2,222, 645 , 690 98.193 7.148 98.219 7.046 98. 167 7..251 2, 500, 430
.4 Apr. 4 182 3,191, 815 1, 800, 960 1, 605, 020 195, 940 96. 166 7.583 96. 196 7.54 96. 150 7.615 1,800, 975
11 Jan. 10 91 4, 545, 035 2, 502, 570 2,257,210 , 360 98. 149 7.322 298.161 7.275 98. 145 7.338 2, 500, 385
11 Apr. 11 182 3, 268, 280 1, 803, 250 1, 631, 030 172,220 96. 7.260 296, 345 7.230 96.313 7.293 1, 800, 695
18 Jan. 17 91 3,763, 455 2, 502, 100 2,172, 400 329, 700 98.183 7.188 98. 200 7.121 98.172 7.232 2, 500, 870
18 Apr. 18 182 3,782,610 1,802, 095 1, 618, 160 183, 935 96. 339 7.241 96. 350 7.220 96. 330 7. 259 1, 800, 340
25 Jan. 24 91 3, 525, 505 2,499, 315 2, 266, 745 232, 570 98. 241 6. 960 98, 251 6.919 98. 220 7.042 2, 501, 445
Apr. 25 182 2,996, 010 1,801, 625 1, 679, 230 122,395 96. 486 6. 951 96. 510 6.903 96. 461 7.000 1,799, 345
Nov. 1 Jan. 31 91 3,949,175 2,511,445 2,238,700 ' 145 98,181 7.195 298.190 7.160 98. 169 7.244 2, 500, 695
1 May 2 182 8,474,510 1,801, 125 1, 678, 000 123,125 96. 328 7.264 296.344 7.232 96.317 7.288 1, 800, 645
8 Feb. 7 91 3,394, 335 2, 500, 935 2,222,190 278,745 97. 953 8.099 297.977 8.003 97.915 8.248 2,501, 585
8 Msy 9 182 4, 243, 355 1,800, 915 1,665, 605 135, 310 95. 962 7.987 295.975 7.962 95.943 8.025 1, 801, 695
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Nov. 23

29

Dec. 6

13

20
314 27 43.1

1974

Jan. 3

10

17

24

) 31
Nov. 15 Feb. 14 91
15 May 16 182
23 Feb. 21 90
23 May 23 181
29 Feb. 28 91
29 May 30 182
Dec. 6 Mar. 7 91
6 June 6 182
13 Mar. 14 91
13 June 13 182
20 Mar. 21 91
20 June 20 182
27 Mar. 28 91
27 June 27 182

See footnotes at end of table.
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Summary of information pertaining to Treasury bills issued during the fiscal year 197 4—Continued

[Dollar amounts in thousands]

Maturity value Prices and rates
Tenders accepted Total bids accepted Competitive bids accepted Amount
Date of Date of Days to maturing
issue maturity  maturity! Total Equiva- High Low on issue
applied for Total On On non- Average lent date of new
accepted  competitive competitive price per  average Price per Equiva- Price per Equiva- offering
asis basis hundred rate hundred lentrate hundred lentrate
{percent) (percent) (percent)

REGULAR WEEELY

1974 1974

Jan. 3 Apr. 4 91 83,397,970  $2,501,100  $2,225,745 $275, 355 98.128 7.407 298,143 7.346 98. 116 7.453 $2, 501,335
3 July 5 183 3,009, 005 1,802, 505 1,660, 730 141,775 96. 253 7.372 296. 289 7. 300 96. 239 7.399 1,700,985

10 Apr. 11 91 3, 621, 535 2,504, 505 2,125,670 378,835 98. 075 7.616 398. 092 7. 548 98. 067 7. 647 42,502,570

10 July 11 182 3,595, 745 1,809, 540 1, 580,020 229, 520 96. 178 7.561 296.198 7.520 96.174 7.568 1,701,710

17 Apr. 18 91 3,777,920 2,502, 105 2,079, 420 422,685 97,982 7.982 97.993 7.940 97.973 8.019 42,502,100

17 July 18 182 3,603, 125 1,811,475 1,552, 965 258, 510 96. 023 7.866 2 96. 049 7.815 96. 016 7.880 1,700,718

24  Apr. 25 91 4,225,850 2, 505,440 2,111,415 394,025 97.979 7.994 97.993 7.940 97.977 8.003 42,499,315

24 July 25 182 4,169, 590 1,797, 650 1,544,910 252,740 98. 047 7.819 96. 051 7.811 96, 044 7.825 1,701,930

31 May 2 91 6, 395, 880 2,506, 815 2,122,720 3 98. 034 7.777 98. 040 7.754 98. 030 7.793 $2,511,445

31  Aug. 1 182 3,944,115 1,803, 345 1,565, 210 238,135 96. 200 7.516 96. 210 7.497 96. 195 7.526 1,700, 980

Feb. 7 May 9 91 4,503, 430 2, 504, 650 2,096,870 407,780 98.243 6. 951 98. 253 6.911 98. 237 6.975 2,500, 935
7 Aug. 8 182 2,855,815 1,802,470 1,598, 760 203, 710 96. 589 6. 747 2 96. 618 6. 690 96. 567 6. 791 1,801,615

14 May 16 91 3,756, 250 2,501,910 2,117,240 384,670 98.210 7. 080 98,232 6.994 98, 203 7.109 2, 502, 555

14 Aug. 15 182 3,165,375 1,799, 305 1,625, 250 174,055 96. 521 6. 881 296. 546 6.832 96. 502 6.919 1,806, 865

21  May 23 91 4,133,715 2,502,770 2,131,900 370,870 98. 226 7.019 98, 230 7.002 98.219 7.046 2, 452,070

21 Aug. 22 182 3,533, 305 1,797,450 1,656, 955 140, 495 96. 569 6.787 296. 580 6. 765 96. 558 6. 808 1,801, 540

28 May 30 91 3,784,175 2,503, 080 2,087,570 415,510 98. 183 7.187 298.198 7.129 98,170 7.240 2,402,875

28 Aug. 29 182 3,727,040 1,801,975 1,624, 600 177,375 96. 420 7.081 Z 96. 440 7.042 96. 413 7.095 1,800, 305

Mar. 7 June 6 91 3,317,150 2,500,705 2,112,045 , 660 98. 060 7.674 208, 091 7.552 7.722 2,511,825
7 Sept. 5 182 4,363, 865 1,804, 950 1,639,770 165, 180 96.175 7. 566 296. 192 7.532 96. 166 7.584 1,808, 500

14 June 13 91 5,175,065 2,501,890 2,081,915 419,975 97.998 7.918 298, 003 7.900 97.995 -7.932 2,501,845

14  Sept. 12 182 3,448, 535 1,801,875 1,578,215 3 96. 139 7.638 296, 160 7.596 96. 123 7. 669 - 1,802,275

21 June 20 91 3,764,130 2,501,015 2,056, 885 444, 130 97. 966 8.047 298,003 7.900 97.953 8.098 2,501,865

21 Sept. 19 182 3,073, 200 1,801, 170 1,603, 635 197,535 96. 015 7.882 296. 085 7.74 95. 994 7.924 803, 300

28 Jume 27 91 3,395,815 2,501,175 2,061, 340 439, 835 97. 902 8. 298 297.932 8.181 97. 882 8.379 2,523,985

28  Sept. 26 182 3,333, 650 1,801,155 1,593, 560 595 95. 839 8.230 295. 867 8.175 95. 830 8.248 1,802, 560

Apr. 4 July 5 92 3,718,075 2,501, 310 2, 034, 045 467, 265 97. 864 8.360 97. 890 8.257 97.856 8.390 2,501, 100
4 Oct. 3 182 3,928,995 1,809,595 1, 526, 690 282, 905 95, 849 8.210 95. 869 8.171 95, 845 8.219 1, 800, 960

11 July 11 91 3,909, 070 2, 501, 210 1,964, 260 536, 950 97.814 8.647 297.836 8. 561 97.809 8. 668 2, 504, 505

11 Oct. 10 182 3,452, 625 1, 801, 960 1, 495, 560 306, 400 95. 757 8.393 295.785 8.337 95.749 8.409 1, 808, 250
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18 July 18 91 4,010, 550 2, 503, 000 1, 963, 690 539, 310 97. 965 8.050 97.985 7.971 97.959 8.074 2, 502, 105
18 Oct. 17 182 3, 553, 910 1,804,175 1, 517, 955 286, 220 95. 913 8.085 95. 921 8.068 95.911 8.088 1,802, 095
25 July 25 91 3,434,735 2, 501, 105 2, 063, 685 437,420 98. 014 7.855 208.043 7.742 97. 976 8.007 2, 505, 440
25 Oct. 24 182 2,819, 220 1,801, 490 1, 557, 243, 95. 958 7.994 5. 983 7. 946 95. 887 8.136 1,801, 625
May 2 Aug. 1 91 3,093, 140 2, 503, 490 2,110, 920 392, 570 97.748 8.909 297.796 8.719 97.712 9.051 2, 506, 815
2 Qct. 31 182 2,464, 830 1, 802, 275 1, 605, 640 1986, 635 95. 553 8.796 295. 633 8.638 95. 475 8.951 1,801, 125
9 Aug. 8 91 4,044, 560 2, 500, 545 2,008, 435 492,110 97.716 9. 036 397,737 8.953 97.707 9.071 2, 504, 650
9 Nov. 7 182 3, 469, 415 1,801, 315 1,527,805 273,510 95. 447 9. 006 295.477 8. 947 95. 439 9. 022 1,800, 915
16 Aug. 15 9 2, 670, 390 2, 601, 450 2,100, 615 500, 835 97.972 8.023 98. 000 7.912 97.955 8. 090 2, 501, 910
16 Nov. 14 182 3, 226, 505 1, 902, 325 1, 553,370 348, 955 95. 940 8.031 95.973 7.965 95.911 8.088 1,801, 370
23 Aug. 22 91 3, 475, 460 2, 604, 335 2,144 4 459, 880 97.928 8.197 297. 962 8.062 97. 892 8.339 2, 502, 770
23 Nov. 21 182 2,756,120 1, 900, 870 1, 662, 030 238, 840 95.733 8. 440 295,810 8.288 95. 681 8. 543 1,800,415
30 Aug. 29 91 3, 722, 520 2, 604, 150 2, 236, 090 368, 060 97. 982 7.984 298. 041 7.750 97. 957 8. 082 2, 503, 080
30 Nov. 28 183 3,473,520 1,902, 570 1,678, 505 224, 065 95. 829 8.205 295,888 8.089 95. 804 8.254 1,797, 645
Sept. 19 B
%e;;t. 2g
ct.
June 35  Oct. 10 130. 5 2, 457, 800 800, 520 796, 680 3,840 96. 997 8.285 97.018 8. 226 96. 981 8.328 ...
Oct. 17
Oct. 24
Oct. 31
Nov. 7
6 Sept. 5 91 3,577,635 2, 602, 090 2,158, 740 443, 350 97.902 8.299 97.940 8. 149 97.888 8.355 2, 500, 705
6 Dec. 5 182 3, 383, 360 1,903, 920 1, 618, 605 285,315 95. 740 8.426 295.779 8.349 95. 725 8.456 1,800, 735
13 Sept. 12 91 3,693,105 2, 603, 105 2, 146, 925 456, 180 97.912 8. 260 297.927 8. 201 97. 905 8.288 2, 501, 890
13 Dec. 12 182 3,792,125 1, 902, 530 1, 606, 350 296, 95. 792 8.324 95. 805 8.298 95. 785 8.337 1,801, 295
20 Sept. 19 91 5,053, 845 2, 600, 870 2,162, 430 438, 97.933 8.178 97. 940 8.149 97.931 8.185 2, 500, 965
20 Dec. 19 182 4, 261, 165 1,901, 235 1, 643, 470 257,765 95. 867 8.175 95. 887 8.136 95, 862 8.185 1,799,
27 Sept. 26 91 3, 925, 225 2, 600, 445 2,175, 355 425, 690 98.018 7.841 98. 064 7.659 97.993 7.940 2,501,175
27 Dec. 26 182 3,016, 815 1, 900, 565 1, 681, 360 219, 205 95. 954 8.003 296,018 7.876 95. 904 8.102 1,801, 745
52-WEEK AND MONTHLY -
1978 1974
July 31 July 2 336 2, 984, 750 1, 802, 005 1,726, 500 75,505 92,167 8.392 2 92.210 8.346 92.135 8.427 1,701, 520
Aug. 28 Aug. 27 364 3,061, 920 1, 804, 820 1, 682, 050 122,770 91. 519 8.337 291. 555 8.352 91. 483 8.423 1,803, 370
Sept. 25 Sept. 24 364 3,046,870 1, 802, 240 1,715,200 87,040 91.853 8.057 291.931 7.980 91.782 8.128 1,800, 510
Oct. 9 July 30 204 4, 209, 295 1, 804, 445 1, 705, 370 99,075 93.710 7.702 2 93. 780 7.616 93. 678 7741 . .
23 Oct. 22 364 4,277,250 1,801, 830 1,751,810 50, 020 92.789 7.132 92.799 7.122 92.779 7.142 1, 802, 480
Nov. 20 Nov. 19 364 3,437,055 1, 800, 640 1,767,975 32,665 92. 206 7.708 292,282 7.633 92, 157 7.757 1, 802, 050
Dec. 18 Dec. 17 364 3, 588,155 1, 802, 550 1, 769, 550 , 000 93. 043 6. 880 93. 46 6.878 93.013 6.910 1, 800, 470
197. 1975
Jan 415 Jan. 14 364 3,221,895 1, 802, 365 1, 744, 590 57,775 92.975 6. 948 93. 038 6. 885 92. 905 017 1,803,975
Feb, 12 Feb. 11 364 3, 103, 260 1, 802, 095 1, 756, 565 45,530 93. 588 6. 342 93. 638 6.292 93. 536 6.393 1, 801, 085
Mar. 12 Mar. 11 364 3,358,850 1,801, 1,764,465 36, 600 93. 026 6.897 93.079 6.845 92.973 6. 950 1,790, 265
Apr. 9 Apr 8 364 3, 201,815 1, 801, 360 1,749, 535 51,825 92. 026 7.887 292,083 7.830 91. 963 7.949 1,801,775
May 7 May 6 364 2,984,435 1,802, 270 1,728,485 73,785 91. 485 8.422 291.618 8.290 91. 418 8.488 1,800, 435
June 4 June 3 364 2, 530, 630 1, 801, 760 1,735, 930 65, 830 91. 660 8.249 391.729 8. 180 91. 577 8.330 1,800, 840

See footnotes at end of table.
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Summary of informaiion pertaining to Treasury bills issued during the fiscal year 197 4—Continued

{Dollar amounts in thousands]

Maturity value Prices and rates

Tenders accepted

802

. Total bids accepted Competitive bids accepted Amount
Date of Date of Days to maturing
issue maturity  maturity! Total Equiva- High Low on issue .
. applied for Total On On non- Average lent - date of new
accepted  competitive competitive price per average  Price per Equiva- Price per Equiva- offering
_basis basis hundred rate hundred lentrate hundred lent rate
(percent) : (percent) (percent)
TAX ANTICIPATION
1978 1973 .
Aug. 15 Sept. 9719 35 $3, 896, 440 $2, 016, 990 $1, 870, 650 $146, 340 99. 047 9.803 99, 091 9.350 99. 022
1974 R
Nov. 1 Apr. 19 169 4,718, 050 2,007,185 1,481,965 525,220 96. 824 6. 765 96. 882 6. 642 96. 787
30 19 140 2, 507,315 1,001, 400 18, 085 83,315 97. 020 7.830 297.042 7.773 97. 007
197 30 June 21 203 2, 948, 480 1, 924, 750 1,738, 950 185, 800 95. 671 7.790 95.711 7.720 95. 611
4
Mar, -4 Apr. 19 - 46 3,773,705 1,516,125 1,285,320 230, 805 99. 048 7.452 99. 106 6.997 99, 027 7.615 .. _.._..
29 June 21 84 5,041, 015 2,522,720 2,105, 720 . 417,000 98. 062 8. 306 .8.203 98. 050 8.357 ...

2 98. 086

1 ’I‘he 90-, 91-, and 92-day blllS are additional issues of bills thh an onglnal matunty
of 181, 182, or 183 days.

2 Relatlvely small amounts of bids were accepted at a price or prices somewhat above
the high shown. However, the higher price or prices are not shown in order to prevent
an appreciable dlscontmulty in the range (covered by the high to the low prices shown)
which would make it misrepresentative.

3'An additional $100,010,000 of each of the issues issued as a strip. -

4 In addition $100, 010 000 of 2 strip of bills issued Nov. 14, 1973, matured.

§ An additional $100 065 000 of each of the issues issued as a stnp

NoTeE.—The usual tlmmg with respect-to weekly issues of Treasury bills is: Press
release inviting tenders, 9 days before date of issue; and closing date for the receipt of
tenders and press release announcing results of auction, 3 days before date of issue.

Figures are final and may differ from those shown in the press release announcing
preliminary results.

For each issue of regular weekly, 52-week, and monthly bills, noncompetitive tenders
for $200,000 or less from any one bidder were accepted in full at the average price of

" accepted competitive -bids. The maximum asmount for noncompetitive tenders for tax

anticipation bills was $250,000 for the issue of Nov. 30 due Apr. 19, $300,000 for the issue
of Mar. 4, and $500,000 for the other four issues. The maximum smount for the strip
issued on Nov. 14 was $220,000.and for the strip issued on June 5 it was $160,000.

All equivalent rates of discount are on a bank discount basis.

Qualified depositaries were permitted to make payment by credit in Treasury tax
and loan accounts for all issues of tax anticipation bills except the issues of Aug. 15
and Nov. 30 when credit was limited to 50 percent of the amount of bills allotted. Fifty
percent credit was permitted for the 234-day bills issued on Oct. 9. Payment by credit
was not permitted for any of the other issues.
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EXHIBITS 209

Exhibit 4.—Department Circular No. 530, September 5, 1973, Tenth Revision,
regulations governing United States savings bonds

DBEPARTMENT OF THE TREASURY,
Washington, September 5, 1978.

Department of the Treasury Circular No. 530, Ninth Revision, dated Decem-
ber 23, 1964, as amended (31 CFR, Part 315), is hereby further amended and
issued as the Tenth Revision.

IAUTHORITY : Sec. 22 of the '‘Second Liberty Bond Act, as amended, 49 Stat. 21,
as amended (81 U.S.C. 757¢) ; sec. 8 of the Act of July 8, 1937, as amended, 50
Stat. 481, as amended (31 U.S.C. 738a) ; and (5 U.S.C. 301).

SUBPART A—GENERAL INFORMATION

§315.0 Applicability of regulations.

These regulations apply to all United States Savings Bonds of whatever series
designation, bearing. any issue dates whatever, to the extent specified herein
and in the offering circulars governing such bonds. The provisions of these reg-
ulations with respect to bonds registered in the names of certain classes of indi-
viduals, fiduciaries, and organizations are equally applicable to bonds to which
such individuals, fiduciaries, and organizations are otherwise shown to be entitled
under these regulations. United States ‘Savings Notes, issued under authority of
sections 18 and 20 of the [Second Liberty Bond Act, as amended (31 U.8.C. 753
and 754b), and offered in Department Circular, Public Debt Series No. 3-67
(31 CFR, Part 342), are also governed by these regulations, subject to the pro-
visions of the offering circular. The term “savings bonds” or “bonds,” as used in
these regulations, refers to United States ‘Savings Bonds and, as applicable, to
United ‘States Savings Notes. The provisions of Department Circular No. 300,
current revigsion (31 CFR, Part 306), have no application to the securities gov-
erned by these regulations.

§ 315.1 Official agencies.

The Bureau of the Public Debt of the Department of the Treasury is charged
with matters relating to savings bonds. Correspondence concerning transactions
after original issue and requests for appropriate forms should be addressed to
(a) the Federal Reserve Bank or Branch of the District in which the correspond-
ent is located, or (b) the Bureau of the Public Debt, 536 {South Clark Street,
Chicago, Illinois 60605, or (c) the Office of the Treasurer of the United States,
Securities Division, Washington, D.C. 20222, except where specific instructions
are otherwise given in these regulations. Notices or documents not filed in accord-
ance with instructions in these regulations will not be recognized. The addresses
of the Federal Reserve Banks and Branches are?

Federal Reserve Bank of Boston, Bos-
ton, Mass. 02106,

Federal Reserve Bank of New York,
New York, N.Y. 10045.

Buffalo Branch, Buffalo, N.Y.
14240.

Federal Reserve Bank of Philadelphia,
Philadelphia, Pa. 19101.

Federal Reserve Bank of Cleveland,
Cleveland, Ohio 44101.

Cincinnati Branch, Cincinnati,
Ohio 45201.
Pittsburgh Branch, - Pittsburgh,
Pa. 15230.

Federal Reserve Bank of Richmond,
Richmond, Va. 23261.
Baltimore Branch, Baltimore, Md.
21203.
Charlotte Branch, Charlotte, N.C.
28201.
Federal Reserve Bank of Atlanta, At-
lanta, Ga. 30303.
Birmingham Branch, Birming-
ham, Ala. 25202,

Jacksonville Branch, Jacksonville,

Fla. 32203.

Nashville Branch, Nashville,
Tenn. 37203.

New Orleans Branch, New Orle-
ans, La. 70160.

Miami Office, Miami, Fla. 33152.

Federal Reserve Bank of Chicago, Chi-
cago, Ill. 60609.
Detroit Branch, Detroit, Mich.
48231.

Federal Reserve Bank of St. Louis,
St. Louis, Mo. 63166.
Little Rock Branch, Little Rock,
Ark. 72208.
Louisville Branch, Louisville, Ky.
40201.
Memphis Branch, Memphis, Tenn.
38101.
Federal Reserve Bank of Minneapolis,
Minneapolis, Minn. 55480.
Helena Branch, Helena, Mont.
59601,
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Federal Reserve Bank of Kansas City, San Antonio Branch, San Antonio,
Kansas City, Mo. 64198.. Tex. 78295.
Denver Branch, Denver, Colo. Federal' Reserve Bank. of San Fran-
80217, cisco, San Francisco, Calif. 94120.
Oklahoma City Branch, Oklahoma Los Angeles Branch, Los Angeles,
City, Okla. 73125. Calif. 90051.
Omaha Branch, Omaha, Nebr. Portland Branch, Portland, Oreg.
68102, 97208.
Federal Reserve Bank of Dallas, Dal- Salt Lake City Branch, Salt Lake
las, Tex. 75222, City, Utah 84110.
El Paso Branch, El Paso, Tex. Seattle Branch, Seattle, Wash.
79999. 98124,
Houston Branch, Houston, Tex.
77001,

§ 315.2 Definition of words and terms as used in these regulations.

(a) “Authorized issuing agent” means an incorporated bank, trust company,
savings bank, savings and loan association, other. organization, or agency of the
United States, qualified as an issuing agent under the provisions of Department
Circular, Public Debt Series No. 4-67 (31 CFR, Part 317).

(b) “Authorized paying agent” means an incorporated bank, trust company,
savings bank, savings and loan association, or other financial institution qualified
as a paying agent under the provisions of Department Circular No. 750, current
revision (31 CFR, Part 321). )

(¢) “Court” means a court having jurisdiction over the parties and subject
matter.

(d) “Bxtended maturity date” is the date on which a bond will mature and
cease to bear interest under applicable extended maturity provisions.

(e) “Extended maturity period”* means any period after original during
which the owner may retain the bonds and continue to. earn interest on the ma-
turity value or extended maturity value under applicable extended maturity
provisions of the circular offering such bonds for sale.

(f) “Extended maturity value” is the value of a bond at the end of the appli-
cable extended maturity period. .

(g) “Face amount” of a bond refers to the value of the bond as shown on
the face thereof.

(h) “Incompetent” refers to a person under any legal disability except
minority.

(i) “Maturity date” means the date on which the bond will mature by the
terms of the circular offering it for sale without regard to any extended maturity
period.

(j) “Payment” and “redemption” are used interchangeably, unless otherwise
indicated. They refer to payment of ‘a bond in accordance with these regulations.

(k) “Personal trust estate” means a trust estate established by natural per-
sons in their own right for the benefit of themselves or other natural persons in
whole or in part, and common trust funds comprised in whole or in part of such
trust estates. .

(1) “Presented and surrendered” and “presentation and surrender” mean the
actual receipt of ‘a bond, with an appropriate request for the particular transac-
tion, by the Chicago, Parkersburg, or Washington Office of the Bureau of the
Public Debt, the Office of the Treasurer of the United States, Securities Division,
or a Federal Reserve Bank or Branch, or, if the transaction is one which an
authorized paying agent may handle, receipt by such authorized paying agent.

(m) “Representative of the estate of a minor, incompetent, aged person. ab-
sentee, etc.,” means a guardian, conservator, or similar representative appointed
by a court or otherwise legally qualified, regardless of the title by which des-
ignated. These terms do not refer to a voluntary guardian recognized under
§ 315.53, to a natural guardian, such as a parent, including a parent to whom
custody of a child has been awarded through divorce proceedings or a parent
by adoption, or to the executor or administrator of the estate of a decedent.

(n) “Reissue” means the cancellation and retirement of a bond and issue of a

1 See Appendices to current revisions of Department Circulars No. 653 and No. 805 (31
CFR. Parts 316 and 332) concerning extensions and investment yields for Series E and
Serles H bonds, respectively. See Department Circular, Public Debt Series No. 3-67,
Revised, as amended (31 CFR. Part 342), concerning the extension and investment yields
for savings notes- (Freedom Shares).
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new bond or bonds of the same series, amount (face amount) (or the remainder
thereof in case of partial redemption), and issue date.

(o) “Social security number” means an individual’s social security account
number or an employer identification number. An individual’s number is com-
posed of nine digits separated by two hyphens, for example, 123-45-6789; the
employer. identification number is composed of nine digits separated by one
hyphen, for example, 12-3456789. The hyphens are an essential part of the
numbers and must be included.

SUBPART B—REGISTRATION
§ 315.5 General.

Savings bonds are issued only in registered form. The registration used on is-
sue or reissue must express the actual ownership of an interest in the bond and,
except as otherwise specifically provided in Subpart E and § 315.48 will be consid-
ered as conclusive of such ownership and interest. No designation of an attorney,
agent, or other representative to request or receive payment on behalf of the
owner or a coowner, or any restriction on the right of the owner or a coowner to
receive payment of the bond or interest, except as provided in these regulations,
may be made in the registration or otherwise. Registrations requested in ap-
plications for purchase or requescs for reissue should be clear, accurate, and com-
plete, conform with one of the forms set forth in this subpart, and include the
social security number of the owner or first-named coowner.” However, if bonds
are purchased as gifts, awards, prizes, or the like, and the social security num-
ber of the intended owner is not known, the purchaser’s number must be fur-
nished. In this event, the issuing agent will inscribe the word “GIFT” and the
purchaser’s number on the bond. Bonds so inscribed will not be associated with
the purchaser’s own holdings. The registration of all bonds owned by the same
person, organization, or fiduciary should be uniform with respect to the name of
the owner and, in the case of a fiduciary, the description of the fiduciary capacity.
A natural person should be designated by the name by which he is ordinarily
known or the one under which he does business, including preferably at least
one full given name. The name of a natural person may be preceded by any
applicable title, such as “Dr.” or “Rev.,” or followed by “M.D.,” “D.D.,” or other
similar designation. “Sr.” or “Jr.,”” or a similar suffix, should be included when
ordinarily used or when necessary to distinguish the owner from a member of
his family. If a woman is named as either second coowner or beneficiary, either
the courtesy title “Miss” or “Mrs.,” or her social security number must be fur-
nished. A married woman’s own given name, not that of her husband, must be
used, for example, “Mrs. Mary A. Jones,” NOT “Mrs. Frank B. Jones.” The ad-
dress should include, where appropriate, the number and street, route, or any
other local feature, and the Zip Code.

§ 315.6 Restrictions on registration.

(a) Residence.—Registration of bonds is restricted on original issue, but not
on authorized reissue, to persons (whether natural persons or others) who are:

(1) Residents of the United States, its territories and possessions, the Com-
monwealth of Puerto Rico, and the Canal Zone;

(2) Citizens of the United States temporarily residing abroad ; and

(3) Civilian employees of the United States or members of its Armed Forces,

regardless of their residence or citizenship.
Except to the extent otherwise provided in these regulations, only a natural
person may be designated as coowner or beneficiary with -a natural person of
any of the above classes, whether on original issue or reissue. Also, registration
is not permitted in any form which includes the name of any alien who is resident
of any area with respect to which the Treasury Department restricts or regulates
the delivery of checks drawn against funds of the United States or any agency
or instrumentality thereof.’

(b) Minority.—(1) Bonds purchased by another person with funds belonging
to a minor must be registered in the name of the minor without a coowner or
beneficiary. Bonds purchased by a representative of a minor’s estate must be
registered in the name of the minor and include in the registration an appropriate

2 Effective QOctober 1. 1973. Issuing agents desiring to issue bonds in the names of

entities described in § 315.7 (¢)(9) and (e), should obtain instructions from the Bureau
of the Public Debt, Washington, D.C. 2022(§. ) r

8 See Department Circular No. 655, current revision (31 CFR, Part 211).
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reference to the guardlanshlp estate. Bonds purchased: by a representative of
the estates of two or more minors, even though appointed in a single proceeding,
must be registered in the name of each minor.separately, with appropriate
reference to his guardianship estate. .

(2) Bonds purchased with funds not belonging to a minor may be. reglstered-
to name the minor as owner, coowner or beneficiary. In this case, if the minor’s
estate is under legal guardianship, the registration should include an appro-
priate reference to the guardianship estate.

(3) Bonds purchased as a gift to a minor under a gifts-to-minors statute in
effect in the State in which either the donor or the minor resides may be registered
as provided in the applicable statute, with a parenthetical reference to the statute
if it is not clearly 1dent1ﬁed by the registration. A coowner or beneﬁmary may
not be named.

(4) Registration of bonds in the name of a natural guardlan for a minor is
not authorized.

(5) A minor may name a coowner or beneficiary on bonds he purchases with
his wages, earnings, or other funds belonging to him and under his control.

(e) Incompetency.‘—Bonds may be purchased to name as owner, coowner or
beneficiary an ircompetent for whose estate a guardian or similar representative
has been appointed,’ except that a coowner or beneficiary' may not be named
on bonds purchased with funds belonging to the incompetent. The registration
must include appropriate reference to the gnardianship or similar fiduciary estate.

§ 315.7 Authorized forms of registration.

. Subject to any limitations or restrictions contamed in these regulatlons on
the right of any person to be named as owner, COOWNer, or beneﬁmary, bonds
may be registered in the following forms

(a) Natural persons.—In the names of natural persons.in thelr own nght but
only in one of the forms authorized by this paragraph :

(1) Single ownership form.—Example: John A, J ones 121—40—6789

(2) Coownership form—iwo natural persons (only).—In the altermative as
coowners. Examples:

John A. Jones 123456789 or Mrs. Ella S. Jones. Ella S. Jones 987-65-4321
or John A. Jones. No other form of registration establishing coownership is
authorized.

(3) Beneficiary form—itwo natural persons (only).—Examples :

John A. Jones 123-45-6789 payable on death to Miss Iola S Jones. John A.
Jones 123—45-6789 P.0.D. Ella 8. Jones 987-65-4321.

“Payable on death to” may be abbreviated to “P.0.D.”, as indicated in the last
example, or “P.0.D.”. The first-named natural person 1s hereinafter. referred to
asthe owner and the 'second-named natural person as the beneficiary.

(b) Fiduciaries (including legal guardians or similar representalives, certain
custodians, ewvecutors, administrators and trustees).— (1) General.—A bond may
be registered in the name of any person or persons or any organization, public
or private, acting as fiduciary of a single duly constituted fiduciary estate, but
not where the fiduciary would hold the bond merely or principally as security
for the performance of a duty, obligation or service. A coowner or beneficiary
may not be named in the registration except under the applicable provisions of
§315.6 (b) and (¢). A common trust fund established and maintained according .
to law by a financial institution duly authorized to act as a fiduciary Will ‘be
considered as a single duly constituted fiduciary estate within the meaning  of
these regulations. Registration must conform .to a form authorized by this
paragraph.

(2) Guardians, consem;ators, similar representatives, certain custodwns —A
bond may be registered in the name and title or capacity of the legally appointed,
designated or authorized representatlve of the estate of a minor, incompetent,
aged person, absentee, etc., or in the name of such individual, followed by an
appropriate reference to the estate and showing the nature of the disability or
referring to the applicable statute. A coowner or beneficiary may be named only
in accordance with the applicable provisions of § 315.6 (b) and (c). Examples:

Tenth National Bank, guardian (or conservator, trustee, ete.) of the estate
of George M. Brown 123-45-6789, a minor ( or an mcompetent -aged person,
infirm person, or absentee).

4 See examples of forms of registration under § 315.7 (b) (2).
5 Bonds should not be registered in the name of an incompetent unless there is a repre-
sentative for his estate, except as provided in § 315.53.
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George M. Brown 123-45-6789, a minor (or an incompetent, aged person,
infirm person, or absentee) under legal guardianship (or conservatorship
or trusteeship, ete.} of James F. Jones.

John R. White 12345-6789, an adult under conservatorship of Henry C.
Smith pursuant to Sec. 572, 1963 Iowa Probate Code.

James F. Green 123-45-6789, a minor (or an incompetent) under custodian-
ship by designation of the Veterans Administration.

Frank M. Redd 123-45-6789, an incompetent for whom Eric A, Redd has
been designated trustee by the Department of the Army pursuant to 37
U.8.C. 351-354.

Arnold A. Ames, as custodian for Barry B. Bryan 123-45-6789, under the
California Uniform Gifts of Securities to Minors Act.

Thomas J. Reed, as custodian for Lawrence W. Reed 123-45-6789, a minor,
under the laws of Georgia (Ch. 48-3, Code of Ga. Ann.).

Richard A. Roe 123-45-6789, for whom Reva L. Roe is representative payee
for social security benefits (or black lung benefits, as the case may be).
(If the beneficiary is a minor, the words ‘“a minor,” should appear imme-
diately after the social security number.)

Henry L. Green 123-45-6789 or Tenth National Bank, guardian of the estate
of George M. Brown, a minor.

Henry L. Green 123-45-6789 P.O.D. George M. Brown, a minor under legal
guardianship of Tenth National Bank.

(8) Ezecutors and administrators.—A bond may be registered in the name of
the representative or representatives appointed by a court or otherwise legally
qualified to act for the estate of a decedent, or in the name of an executor author-
ized to administer a trust under the terms of a will although he is not named as
trustee. The names and capacities of all the representatives, as shown in their
letters of appointment, must be included in the registration and be followed by
an adequate identifying reference to the estate. Examples:

John H. Smith and Calvin N. Jones, executors of the will (or administrators
of the estate) of Robert J. Smith, deceased 12-3456789.

John H. Smith, executor of the will of Robert J. Smith, deceased, in trust
for Mrs. Jane L. Smith, with remainder over 12-3456789,

(4) Trustees or life tenants under wills, deeds of trust, agreements or similar
instrumenit.—A bond may be registered in the name and title of the trustee (or
trustees) of a duly constituted trust estate, or in the name of a life tenant, fol-
lowed by an adequate identifying reference to the authority governing the trust
or life tenancy. Examples:

Thomas J. White and Tenth National Bank, trustees under the will of Robert
J. Smith, deceased 12-3456789.

Mrs. Jane M. Black, life tenant under the will of Robert J. Black, deceased
12-3456789.

Tenth National Bank, trustee under ‘agreement with Paul E. White, dated
2/1/55 12-3456789.

Carl A. Black and Henry B. Green, trustees under agreement with Paul E.
‘White, dated 2/1/55 12-3456789.

If the trust instrument designates by title only an officer of a board or an
organization as trustee, only the title of the officer should be used. Example:

Chairman, Board of Trustees, First Church of Christ, Scientist, of Chicago,
Ill, in trust under the will of Robert J. Smith, deceased 12-3456789.

The names of all trustees, in the form used in the trust instrument, must be
included in the registration, except as follows:

(i) If there are several trustees designated as a board or authorized to act as
a unit, their names may be omitted and the words “Board of Trustees” substi-
tuted for the word “trustees.” Example:

Board of Trustees of Immediate Relief Trust of Federal Aid Associations,
under trust indenture dated 2/1/55 12-3456789.

(ii) If the trustees do not constitute a board and are not authorized to act
as a unit, and are too numerous to be designated in the registration by names
and title, some or all of the names may be omitted. Examples:

John A. Smith, Henry B. Jones, et al, trustees under the will of Edwin
0. Mann, deceased 12-3456789.
Trustees under the will of Edwin A. Mann, deceased 12-3456789.

|-
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(5) Pension, retirement or similar funds, or eligible employees’ savings or
savings and vacation plans.—A bond may be registered in the name and title,
or title alone, of the trustee or trustees of a pension, retirement or similar
fund, or an eligible employees’ savings or savings and vacation plan. If the
instrument creating the trust provides that the trustees shall serve for a limited
term, their names may be omitted. Examples:

Tenth National Bank, trustee of pension fund of Safety Manufacturing Co.,
U/A with said company dated March 31, 1949 12-3456789.

Trustees of Retirement Fund of Safety Manufacturing Co., under directors’
resolution adopted 3/31/49 12-3456789.

County Trust Company, trustee of the Employees’ Savings Plan of Jones
Co., Inc., U/A dated 1/17/59, 12-3456789.

Trustee lof the Employees’ Savings Plan of Brown Bros., Inc.,, U/A dated
January 20, 1964, 12-3456789.

(8) Funds of lodoes, churches, societies, or similar organizations.—A bond
may be registered in the titles of the trustees, or a board of trustees, holding
funds in trust for a lodge, church, society, or similar organization, whether or
not incorporated. Examples:

Trustees of the First Baptist Church, Akron, Ohio, acting as a Board under
Sec. 15 of its by-laws 12-3456789.

Trustees of Jamestown Todge No. 1,000, Benevolent and Protective Order
of Elks, under Sec. 10 of its by-laws 12-3456789.

Board of Trustees of the Lotus Club, Washington, Ind., under Art. 10 of
its constitution 12-3456789.

(7) Investment agents for religious, educational, charitable or nonprofit or-
ganizations.—A bond may be registered in the name of a bank, trust company,
or other financial institution,.or an individual, as agent under an agreement
with a religious, educational, charitable, or nonprofit organization, whether
or not incorporated, if the agent holds. funds for the sole purpose of investing
and reinvesting them and paying the income to the organization. The name
and designation of the agent must be followed by an adequate identifying
reference to the agreement. Examples:

Tenth National Bank, fiscal agent under agreement with The Evangelical
Lutheran Church of the Holy Trinity, dated 12/28/49, 12-3456789.

Sixth Trust Co., investment agent U/A dated September 16, 1962, with
Central City Post, Department of Illinois, American Legion 12-3456789.

John Jones, investment agent U/A dated 9/16/62, with Central City Post,
Dept. of 111, American Legion 12-3456789.

(8) Funds of school groups or activities.—A bond may be registered in the
title of the principal or other officer of a public, private, or parochial school
holding funds in trust for a student body fund or for a class, group, or activity.
If the amount purchased for any one fund does not exceed $300 (face amount),
no reference need be made to a trust instrument. Examples:

Principal, Western High School, in trust for Class of 1955 Library Fund
12-3456789.

Director of Athletics, Western High School, in trust for Student Activities
Association under resolution adopted 5/12/55 12-3456789.

(9) Public corporations, bodies, or offlcers as trustees.—A bond may be
registered in the name of a public corporation or a public body, or in the title
of a public officer, acting as trustee under express authority of law, followed by
an appropriate reference to the statute creating the trust. Examples:

Rhode Island Investment Commission, trustee of the General Sinking Fund
under Ch. 35, Gen. Laws of R.1. .

Superintendent of the Austin State Hospital Annex, in trust for the Benefit
Fund under Sec. 3183 (¢), Vernon’s Civil Stats. of Texas Anno.

(¢c) Private orgawizations (corporations, associations, partnerships)— (1)
General.—A bond may be registered in the name of any private organization in
its own right, except that of a commercial bank, which is defined for this pur-
pose as one accepting demand deposits. The full legal name of the organiza-
tion, as set forth in its charter, articles of incorporation, constitution, partner- -
ship agreement, or other authority from which its powers are derived, must be
included in the registration and may be followed, if desired, by a parenthetical
reference to a particular account other than a trust account, in accordance with
the rules and examples authorized by this paragraph.
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(2) Corporations.—A bond may be registered in the name of a business, fra-
ternal, religious, or other private corporation. The words ‘“a corporation” must
be included in the registration unless the fact of incorporation is shown in the
name. Examples:

‘Smith Manufacturing Co., a corporation 12-3456789.
Green & Redd, Inc. 12-3456789 (Depreciation Acect.).

(3) Unincorporated associations.—A bond may be registered in the name of
a club, lodge, society, or similar self-governing association which is not incor-
porated. The words “an unincorporated association” must be included in the
registration. This form of registration must not be used for a trust fund, a
board of trustees, a partnership, a business conducted under a trade name or
a sole proprietorship. If the association is chartered by or affiliated with a
parent organization, the name or designation of the subordinate or local or-
ganization must be given first, followed by the name of the parent organization.
The name of the parent organization may be placed in parentheses and, if well
known, may be abbreviated. Examples:

The Lotus Club, an unincorporated association 12-3456789.

Local 447, Brotherhood of Railroad Trainmen, an unincorporated asso-
ciation 12-3456789.

Eureka Lodge No. 317 (A.F. & A.M.), an unincorporated association 12—
3456789.

(4) Partnerships.—A bond may be registered in the name of a partnership,
which will be considered as an entity. The words “a partnership” must be in-
cluded in the registration. Examples:

Smith & Jones, a partnership 12-3456789.
Acme Novelty Co., a partnership 12-3456789.

(d) Institutions (churches, hospitals, homes, schools, etc.).—A bond may be
registered in the name of a church, hospital, home, school, or similar institution
conducted by a private organization or by private trustees, regardless of the
manner in which it is organized or governed or title to its property is held. De-
scriptive words such as ‘‘a corporation” or “an unincorporated association”
must not be included in the registration. Examples:

Shriners’ Hospital for Crippled Children, St. Louis, Mo., 12-3456789.
St. Mary’s Roman Catholic Church, Albany, N.Y., 12-3456789.
Rodeph Shalom Sunday -School, Philadelphia, Pa., 12-3456789.

(e) States, public bodies and corporations and public officers>—A bond may be
registered in the name of a State, county, city, town, village, school district
or other political entity, public body or corporation established by law (includ-
ing a board, commission, administration, authority or agency) which is the
owner or official custodian of public funds, other than trust funds, or in the
full legal title of the public officer having custody of the funds. Examples:

State of Maine.

Town of Rye, N.Y. (Street Improvement Fund).
Maryland State Highway Administration.
Treasurer, City of Chicago.

(£) Treasurer of the United States as coowner or beneficiary.—A person who
desires to have a bond become the property of the United States upon his death
may designate the Treasurer of the United States as coowner or beneficiary.
Examples:

George T. Jones 123-45-6789 or the Treasurer of the United States of
America.

George T. Jones 123-45-6789 P.0.D. the Treasurer of the United States
of America.

§ 315.8 Unauthorized registration.

A savings bond inscribed in a form not substantially in agreement with one
of those authorized by this subpart will not be considered as validly issued.
However, if the form of registration was not authorized under the regulations
in effect at the time of issuance but is authorized under regulations in effect
at the time the bond is presented for payment or reissue, it will be considered
as having been validly issued from the date of original issue.

2 Set footnote 2 on p. 211.
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SUBPART C—LIMITATION ON HOLDINGS-

§ 315.10 Amounts which may be held.

The amounts of savings bonds of Series E and H, issued in any one calendar
year, which may be held by any one person at any one time, computed in ac-
cordance with the provisions of § 315.11, are limited as follows:

(a) Series E~(1) General annual limitalions. -

Bonds issued: - Limit
May 1941 through December 1947 . .. ieieaos $5,000 (face amount)
January 1948 through December 1951 10,000 (face amount)
January 1962 through April 1967__________ ... 20,000 (face amount)
May 1957 through December 1965, . . eecceaman 10,000 (face amount)

(A person holding $10,000 (face amount) or more purchaséd between Jan. 1,
1957, and Apr. 30, 1957, was not entitled to additional holdmgs during the

remainder of 1957. )
January 1966 through November 1969 ______._____._.. { 20,000 (face amount)
December 1, 1969, and thereafter. . ..o i iiiiiiieaao- 5,000 (issue price)

(A person holdmg $5,000 (issue price) or more purchased between Jan. 1, 1969,
and Nov. 30, 1969, was not entitled to additional holdings during the re-
mainder of 1969. $5,000 (issue price) will purchase $6,650 (face amount).)

(2) Special limitation—Trustees of an employees’ savings plan. (as defined
in Department Circular No. 653, current revision, 31 CFR, Part 316) and trustees
of an eligible savings and vacation plan may purchase $2,000 (face amount)
multiplied by the highest number of employees. participating in the plan at
any time during the calendar year in which the bonds are issued.

(b) Series H—(1) General annual limitations.

Bonds issued: Limit
June 1952 through April 1957, . e aecmaeeeaa $20,000 (face amount)
May 1957 through December 1961 . _ .. . i oo - 10 000 (face amount)

(A person holding $10,000 (face amount) or more: purchased between Jan. 1,
1957, and Apr. 30, 1957 was not entitled to additional holdmgs during the .
remainder of 1957. ) :
January 1962 through December 1966. .. .. oo aiceaeas 20,000 (face amount)
January 1966 through November 1969. .. - 30 000 (face amount)
Dec. 1, 1969, and thereafter . . ... oo e 5, 000 (face amount)
(A person holding $5,000 (face amount) or more purchased between Jan. 1,
1969, and Nov. 30, 1969, was not entitled to additional holdings during the
remainder of 1969.)

(2) Special limitation. $200,000. (face amount) for the calendar year 1966 and
each calendar year thereafter for bonds received as gifts- by an. organization
which at the time of purchase was an exempt organization under the terms of
26 CFR 1.501(¢) (3)-1.

§ 315.11 Computation of amount.

(a) Definition of “person’”.—The term- “person” for purposes of this section
shall mean any legal entity and shall include -but not be limited to. natural
persons, corporations (public or private), partnerships, unincorporated associa- -
tions, and trust estates. The holdings of each person individually and his hold-
ings in any fiduciary capacity authorized by these regulations, such as, for
example, his holdings as a guardian of the estate of a minor, as a life tenant, or
as trustee under a will or deed of trust, shall be computed. separately. ‘A pension or
retirement fund or an investment, insurance, annuity or similar fund or trust
will be regarded as an entity regardless of the number of beneficiaries or the
manner in which their respective interests are established or determined. Seg-
regation of individual shares as a matter of bookkeeping or as a result of’
individual agreements with beneficiaries or the express designation of individual
shares as separate trusts will not serve to constitute them separate “persons” for
purposes-of this section.

(b) Bonds that must be included in computation—Except as prov1ded in
paragraph (c¢) of this section, there must be taken into- account in computmg
the holdings of each person :

(1) All bonds registered in the name of that .person alone,

(2) All bonds registered in the name of the representative of the estate- of
that person ;
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(3) All bonds originally registered in the name of that person as coowner or
reissued at the request of the original owner to add the name of that person
as coowner or to designate him as coowner instead of as beneficiary. However,
the amount of bonds of Series E and H held in coownership form may be applied
to the holdings of either of the coowners or apportioned between them.

(e¢) Bonds that may be excluded from computation.—There need not be taken
into account :

(1) Bonds on which that person is named beneficiary ;

(2) Bonds in which his interest is only that of a beneficiary under a trust;

(3) Bonds to which he has become entitled under Sec. 315.67 as surviving
beneficiary upon the death of the registered owner, as an heir or legatee of the
deceased owner, or by virtue of the termination of a trust or the happening of
any other event;

(4) Bonds of Series E purchased with the proceeds of matured bonds of Series
A, C-1938, and D, where such matured bonds were presented for that purpose;

(5) Bonds of Series E bearing issue dates from May 1, 1941, to December 1,
1945, inclusive, held by individuals in their own right which are not more than
$5,000 (face amount) in excess of the prescribed limit ;

(6) Bonds of Series E or H reissued under Sec. 315.61(a) ;

(7) Bonds of Series E or H reissued in the name of a trustee of a personal
trust estate which did not represent excess holdings prior to such reissue;

(8) Bonds of Series E or H purchased with the proceeds of bonds of Series F,
G, J, or K, at or after maturity, where such matured bonds had been presented
for that purpose ;

(9) Bonds of Series H issued in exchange for bonds of Series E, F, or J, and
savings notes under the provisions of Department Circular No. 1036 (31 CFR,
Part 339) as in effect at the time of the exchange.

§ 315.12 Disposition of excess.

If any person at any time acquires savings bonds issued during any one cal-
endar year in excess of the prescribed amount, instructions should be obtained
from the Bureau of the Public Debt for appropriate adjustment of the excess.

For good cause found the Secretary of the Treasury may permit excess holdings
to stand in any particular case or class of cases.

SUBPART D—LIMITATIONS ON TRANSFER OR PLEDGE

§ 315.15 Limitation on transfer or pledge.

Savings bonds are not transferable and are payable only to the owners named
thereon, except as specifically provided in these regulations, and then only in
the manner and to the extent so provided. A savings bond may not be hypothe-
cated, pledged as collateral, or used as security for the performance of an
obligation, except as provided in Sec. 815.16.

§ 315.16 Pledge under Department 'Circulars No. 154 and Public Debt Series No.
1-6 )

A bond may be pledged by the registered owner in lieu of surety under the
provisions of Department Circular No. 154, current revision (31 CFR, Part 225),
if the bond approving officer is the Secretary of the Treasury. In this case an
irrevocable power of attorney shall be executed authorizing the Secretary of the
Treasury to request payment. A bond may also be deposited as security with a
Federal Reserve Bank under the provisions of Department Circular, Public Debt
Series No. 4-67, current revision (31 CFR, Part 317).

SUBPART . E—LIMITATION ON JUDICIAL PROCEEDINGS—NO STOPPAGE OR CAVEATS

PERMITTED
§ 315.20 General.

(a) No judicial determination will be recognized which would give effect to an
attempted voluntary transfer inter vivos of a bond, whether between persons des-
ignated thereon, or otherwise, or which would defeat or impair the rights of sur-
vivorship conferred by these regulations upon a surviving coowner or beneficiary,
and all other provisions of this subpart are subject to this restriction. Otherwise,
a claim against an owner or coowner of a savings bond and conflicting claims as
to ownership of, or interest in, such bond as between coowners or between the
registered owner and beneficiary will be recognized when established by valid
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judicial proceedings, upon presentation and surrender of the bond, but only. as
specifically provided in this subpart.®

(b) Neither the Treasury Department nor any agency for the issue,. reissue,
or redemption of savings bonds will accept notices of adverse claims or of pend-
ing judicial proceedlngs or undertake to protect the interests of litigants who
do not have possession of the bonds.

§315.21 Payment to judgment creditors.

(a) Creditors.—Payment (but not reissue) of a savings- bond registered in-
single ownership, coownership, or beneficiary form will be made. to the pur-
chaser at a sale under a levy or to the officer authorized to levy upon the prop-
erty of the registered owner or coowner under appropriate process to satisfy a
money judgment. Payment will be made to such purchaser or officer only to the
extent necessary to satisfy the judgment and will be limited to the redemption
value current sixty days after the termination of judicial proceedings. Payment
of a bond registered in coownership form pursuant to a judgment or levy against
only one of the coowners will be limited to the extent of that coowner’s interest
in the bond. This interest may be established by an agreement between the co-
owner or by a judgment, decree, or order of court entered in a proceeding to which
both coowners are parties.

(b) Trustees in bankruptcy and. receivers.—Payment of a savings bond will
be made to a trustee in bankruptcy, a receiver of an insolvent’s estate, a re-
ceiver in equity, or a similar officer of the court, under the applicable provisions of
paragraph (a) of this section, except that payment will be made at the re-
demption value current on the date of payment.

§ 315.22 Payment or reissue pursuant to judgment.

(a) Divorce—A decree of divorce ratifying or confirming a property settle-
ment agreement or otherwise settling the respective interests of the parties in
a bond. will not be regarded as a proceeding giving effect to an attempted volun-
tary transfer under the provisions of § 815.20. Accordingly, reissue of a savings
bond may be made to elimminate the name of one spouse as owner, coowner, or
beneficiary, or to substitute the name of one spouse for that of the other as owner,
coowner, or beneficiary pursuant to such a decree. However, if' the bond is
registered in the name of one of the spouses with another person as coowner, there
must be submitted either a request for reissue by such person or a certified ¢opy
of a judgment, decree; or order entered in a proceeding.to which such other
person and the spouse whose name is to be eliminated are parties determining the
extent of the interest of that spouse in the bond and reissue will be permitted
only to the extent of the spouse’s interest. The evidence required under § 315.23
must be submitted in any case. Where the decree of divorce does not set out the
terms of the property settlement agreement, a certified copy of the agreement
must also be submitted. Payment rather than reissue will be made if requested.

(b) Gifts causa mortis.—A bond belonging solely to one person will be paid
or reissued on the request of the person found by a court to be entitled thereto
by reason of a gift causa mortis by the sole owner.

(¢) Date for determining rights.—For the purpose of determining whether or
not reissue shall be made under this section pursuant to judicial proceedings, the
rights of all parties involved shall be those existing under these regulations at .
the time of the entry of the final judgment, decree, or order.

§ 315.23 Evidence necessary.

To establish the validity of judicial proceedings, there must be submitted
certified copies of a final judgment, decree, or order of court and of any neces-
sary supplementary proceedings. If the judgment, decree, or order of court was
rendered more than six months prior to the presentation of the bond, there must
also be submitted a certificate from the clerk of the court, under its seal, dated
within six months of the presentation of the bond showing that the judgment, de-
cree, or order of court is in full force. A request for payment by a trustee in bank-
ruptey must be supported by duly certified evidence of his appointment and
qualification. A request for payment by a receiver of an insolvent’s estate must be
supported by a copy of the order appointing him, certified by the clerk of the
court, under its seal, as being in full force on a date not more than six months
prior to the date of the presentation of the bond. A request for payment by a
receiver in equity or a similar officer of the court, other than a receiver of an in-

o Title to a savings bond claimed by a finder or a purchaser will not be recognized.
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solvent’s estate, must be supported by a copy of an order authorizing him to pre-
sent the bond for redemption, certified by the clerk of the court, under its seal,
as being in full force on a date not more than six months prior to the presenta-
tion of the bond.

SUBPART F—RELIEF FOR LOSS, THEFT, DESTRUCTION, MUTILATION, DEFACEMENT, OR
NONRECEIPT OF BONDS

§ 315.25 After receipt by owner or his representative.

Relief, either by the issue of a substitute bond or by payment, is authorized
for the loss, theft, destruction, mutilation, or defacement of a bond after re-
ceipt by the owner or his representative. As a condition for granting relief, the
Secretary of the Treasury may require a bond of indemnity, in such form and
with such surety as may be deemed necessary to protect the interests of the
United States of America. In all cases the bond must be identified and the appli-
cant must submit satisfactory evidence of loss, theft, or destruction, or a satis-
factory explanation of the mutilation, or defacement.

§ 315.26 Procedure to be followed.

(a) Immediate notice of the facts concerning the loss, theft, destruction, muti-
lation, or defacement of a bond, together with its complete description (series,
year, and month of issue, serial number, name and address of the registered
owner or coowners), and the appropriate social security number, should be fur-
nished to the Bureau of the Public Debt, P.0. Box 509, Parkersburg, West
Virginia 26101. Defaced bonds and all available fragments of mutilated bonds
in any form whatsoever should be submitted. That office will furnish the proper
application form and instructions. The application must be made by the person

or persons (including both coowners, if living), authorized under these regula-
" tions to request payment of the bond, except as follows :

(1) If the bond is in beneficiary form and the owner and beneficiary are both
living, both ordinarily will be required to join in the application.

(2) If a minor named on a bond as owner, coowner, or beneficiary is not of
sufficient competency and understanding to request payment, both parents ordi-
narily will be required to join in the application. :

§ 315.27 Nonreceipt of bond.

If a bond, on original issue or on reissue, is not received from the issuing
agent by the registered owner or other person to whom delivery of the bond was
directed, the issuing agent should be notified as promptly as possible and
given all information available about the transaction. The agent will then obtain
appropriate instructions and a form for applying for relief. Following approval of
the application, relief will be granted by the issuance of a bond bearing the same
issue date as the bond which was not received.

§ 315.28 Recovery or receipt of bond reported lost, stolen, destroyed or not
received.

If a bond reported lost, stolen, destroyed, or not received, is recovered or
received before relief is granted, the Bureau of the Public Debt should be
notified promptly. A bond which is recovered after relief therefor has been
granted belongs to the United States and shall be promptly surrendered for
cancellation.

SUBPART G—INTEREST
§ 315.30 General.

The only savings bonds currently on sale are (a) Series E bonds, which are
appreciation bonds issued at a discount and redeemable before final maturity at
increasing .redemption values; and (b) Series H bonds, which are current-in-
come bonds issued at par (face amount), paying interest semiannually to matur-
ity, or extended maturity, where authorized. Series H bonds are redeemable
at par at any time after six months from issue date. Series E bonds, and Series H
bonds having extended maturity periods, continue to earn interest when held to
their final maturity dates.! Savings notes, the sale of which terminated at the
close of business on June 30, 1970, have been extended for ten years.

18ee Appendices to current revisions of Department Circulars No. 653 and No. 905
(31 CFR Parts 316 and 332) concerning extensions and investment ylelds for Series E
and Series H bonds, respectively. See Department Circular, Public Debt Series No. 3-67,
Revised, as amended (31 CFR Part 342), concerning the extension and investment yields
for savings notes (Freedom Shares).



220 1974 REPORT OF THE SECRETARY OF THE TREASURY

§ 315.31 Series E bonds.

For the first six months from issue date a. Series E bond is redeemable only
at purchase price. Thereafter, its redemptlon value increases at the beginning
of each successive half-year period and at maturity, and at the beginning -of
each successive half-year perlod and at final maturity." The increment in value
(interest) ona Series E bond is payable only on its redemption.

§ 315.32 Series H bonds.

(a) Interest—Interest on a Series H bond is paid semiannually by check, be-
ginning six months from issue date. Interest will cease at maturity or ex-
tended maturity for bonds having extended maturity periods, or if redeemed
before maturity or extended maturity,* at the end of the interest period next
preceding the date of redemption. However, if the date of redemption falls on.
an interest payment- date, interest will cease on that date. For example, if.a
bond on which interest is payable on January 1 and July 1 is redeemed on
September 1, interest will cease on the preceding July 1, and no adjustment of
interest will be made for the period from July 1 to September 1. The same rules
apply in case of partial redemption with respect to the amount redeemed.

(b) Method of interest payments.—Interest due on a Series H bond will be
paid on each interest payment date by check drawn to the order of the person
or persons in whose names the bond is inscribed, in the same form as their
names appear in the inscription on the bond, and mailed to the address of record
(that given for the delivery of interest checks-in the application for purchase
or the request for reissue or, if no instruction is given as to the delivery of
interest checks, the address given for the owner or the first-named coowner),
except that:

(1) In the case of a bond registered in the form “A payable on death to.B” the
check will be drawn to the order of “A” alone until the Bureau of the Public Debt
receives notice of A’s death. At that time the payment of interest will be sus-
pended until the bond is presented for payment or reissue. Interest so withheld
will be paid to the person entitled to the bond.

(2) Upon receipt of notice of the death of the coowner to whom interest is being
mailed, payment of interest will be suspended until a request for change of
address is received from the other coowner, if living, or, if not, until satis-
factory evidence is submitted as to who is authorized to endorse and collect such
checks on behalf of the estate of the last deceased coowner in accordance with
the provisions of Subpart O.

«(3) Upon receipt of notice of the death of the owner of a bond payment. of
interest on the bond will be suspended until satisfactory evidence is submitted
as to who is authorized to endorse and collect such checks on behalf of the
estate of the decedent, in accordance with the provisions of Subpart O.

(4) Whenever practicable the accounts for all Series H bonds with the same
inscription, on which interest is payable on the same dates, will be consolidated -
and a single check will be issued on each interest payment date for interest on all
such bonds. The check inscription may vary from the inscriptions on the bonds
in cases of very long inscriptions or where there is lack of uniformity in the
inscriptions on the bonds.

i(¢) Notices affecting delivery of interest cheoks. —Notlces affectmg the delivery
of interest checks on Series H bonds, including changes in addresses, shovld
be sent to the Bureau of the Public Debt, 536 South Clark Street, Chicago, Illinois
60605. Each bond. should be described in the notice by issue date (including year
of issue), serial number, series, inscription appearing on the face of the bond,
and the social security number furnished. Bonds should not be submitted. The
notice must be signed by the owner or a coowner, or in the case of a -minor or
incompetent, as provided in (d) or (e) of this section. If the notice is not re-
ceived at least one month before an interest payment date, no assarance can be
glven that action can be taken in time to make. the change, or suspend the mail-
ing of the interest due on that date.

(d) Representative appointed for the estate of @ minor, incompetent, absentee,
etc.—Interest on Series H bonds will be paid, in accordance with the provisions
of § 315.50, to the representative appointed for the estate of an owner who is
a minor, incompetent, absentee, etc. If the registration of the bonds does not in-
clude reference to the owner’s status, the bonds should be submitted for reissue to
the Bureau of the Public Debt, at the address shown in paragraph (c¢) of this
section, or to a Federal Reserve Bank so that interest checks may be properly
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drawn and delivered. They must be accompanied by the proof of appointment
required by § 315.50.

(e) Adult incompetent’s estate having no representative—If an adult owner of
a Series H bond is incompetent to endorse and collect the interest checks and no
legal guardian or similar representative has been appointed to act for him, the
relative responsible for his care and support, or some other appropriate person,
may apply to the Bureau of the Public Debt for recognition as voluntary guard-
ian for the purpose of receiving, endorsing, and collecting the checks. Form PD
2513 should be used in making application for this purpose. :

I(£) Reissue during interest period.—Physical reissue of a Series H bond will
be made as soon as practicable without regard to interest payment dates. If a
bond is reissued between interest payment dates, interest for the entire period
will ordinarily be paid on the next interest payment date by check drawn to the
order of the person in whose name the bond is reissued. However, if reissue is
made during a month preceding an interest payment date, the interest due on
the first day of the next month may in some cases be paid to the former owner
or the representative of his estate.

(g) Endorsement of checks.—Interest checks may be collected upon the en-
dorsement of the payee or his authorized representative in accordance with the
regulations governing the endorsement and payment of Government warrants
and checks, which are contained in Department Circular No. 21, current revi-
sion (31 CFR, Part 360). A form for the appointment of an attorney in fact for
this purpose may be obtained from the Office of the Treasurer of the United
States or from any Federal Reserve Bank. If the owner is incompetent or deceased
and no legal representative of his estate has been or will be appointed, the
Bureau of the Public Debt (see (c¢) of this section for address), or a Federal
Reserve Bank will furnish instructions upon request.

(h) Nonreceipt or loss of check.—If an interest check is not received or is lost
after receipt, the Bureau of the Public Debt should be notified of the facts
and given information concerning the amount, number, inscription of the bonds,
and social security number, as well as a description of the check, if possible.

SUBPART H—GENERAL PROVISION FOR PAYMENT AND REDEMPTION

§ 315.35 Payment or redemption.

(a) General.—Payment of a savings bond will be made to the person or per-
sons entitled thereto under the provisions of these regulations, except that checks’
in payment will not be delivered to addresses in areas with respect to which
the Department of the Treasury restricts or regulates the delivery of checks
drawn against funds of the United States or any agency or instrumentality there-
of.? Payment will be made without regard to any notice of adverse claims to a
bond and no stoppage or caveat against payment of the bond will be entered.
Pursuant to its terms, a savings bond may not be called for redemption by the
Secretary of the Treasury prior to maturity, or the end of any authorized exten-
sion period. However, a bond may be redeemed in whole or in part at the option of
the owner prior thereto, under the terms and conditions set forth in the offering
circular for each series and in accordance with the provisions of these regulations.
On or after the maturity date, or the final extended maturity date, the bond
will be paid at the matunty value or the extended maturity value fixed by the
terms of the circular and in no greater amount.

‘(b) Series E.—A Series E bond will be redeemed at any time after two months
from issue date at the appropriate redemption value shown in the revision of
Department Circular No. 653 current at the time of redemption.

'(¢) Series H—A Series H bond will be redeemed at par after six months from
issue date. However, a bond received for redemption during the calendar month
preceding an interest payment date will not be redeemed until that date. On or
after the maturity date, or the final extended maturity date, a bond presented
for redemption will be paid at par.

§ 315.36 Withdrawal of request for redemption.

‘An owner or a coowner who has presented and surrendered a bond to the
Department of the Treasury or a Federal Reserve Bank or Branch or to an au-
thorized paying agent with an appropriate request for payment may withdraw
such request if notice of intent to withdraw is given to and received by the same

3 See Department Circular No. 655, current revision (31 CFR, Part 211).



222 1974 REPORT OF THE SECRETARY OF THE TREASURY

agency to which the bond was presented for payment prior to the isswance of a
check in payment or prior to payment by the authorized paying agent. Such re-
quest may be withdrawn under the same conditions by the executor or adminis-
trator of the estate of a deceased owner or by the person or persons who would
have been entitled to the bond under Subpart O, or by the legal representative
of the estate of a person under legal disability, unless presentation and surren-
der of.the bond have cut off rights of survivorship under the provisions of Sub-
part M or Subpart N.

§ 315.37. Requests for payment.

(a) Form and execution of requests—A request for payment of a bond must.
be executed on the form appearing on the back of the bond unless (1) the bond
is accepted by an authorized paying agent for payment or for presentation to
a Federal Reserve Bank for payment without the owner’s signature to the request
for paynient under-the provisions of Department Circular No. 888, current revi-
sion (31 CFR, Part 330), or (2) authority is given for the execution of a separate
or detached request.

(b) Date of request—Ordinarily, requests executed more than six months
before the date of receipt of a bond for payment will not be accepted ; nor will.a
bond ordinarily be accepted for redemption more than.three calendar months
prior to the date redemption is requested under these regulations:.

(c) Identification and signature.——Unless the bond is presented under provi-
sions of paragraph (a) of this section or paragraph (b) of §315.88, the owner ¢r
a coowner whose name is inseribed on the bond, or other persons entitled to
payment under the provisions of these regulations, must appear before and
establish his identity to an officer authorized to certify requests for payment
(see Subpart I), and in the presence of such officer sign the request for payment
in ink, adding in the space provided the address to which the check issued in pay-
ment is to be mailed. A signature by mark (X) must be witnessed by at least
one disinterested person in addition to the certifying officer and must be attested
by endorsement in the blank space, substantially as follows: “Witness to signa-
ture by mark” followed by the signature and address of the witness. If the name
of the owner, coowner or other person entitled to payment, as it appears in the -
registration or in evidence on file in the Bureau of the Pubiic Debt, has been
chapnged by marriage or in any other legal manner, the signature to the request
for payment must show both names and the manner in which the change was
made, for example, “Mrs. Mary T. Jones Smith (Mrs. Mary T: J. Smith or
Mrs. Mary 7T, Smith) changed by marriage from Miss Mary T. Jones,” or “John
R. Young, changed by order of court from Hans R. Jung.” (See Sec. 315.49.) No
request signed in behalf of the owner, a coowner or person entitled to payment
by an agent or a person acting under a power of attorney will be recognized by
the Department of the Treasury, except when the bond has been pledged in lien
of surety under Department Circular No. 154, current revision (31 CFR, Part
225), as provided in § 315.16.

(d) Certification of request.—After the request for payment has been s1gned by
the owner, the certifying officer should complete and sign the certificate there-
under and the bond should then be presented and surrendered as provided in
Sec. 315.38(a).

§ 315.38 Presentation and surrender.

(a) AUl series.—Except for cases coming within the provisions of paragraph
(b) of this section, after the request for payment has been duly signed by the
owner and certified as provided in Subpart I, the bond should be presented and
surrendered to (1) a Federal Reserve Bank or Branch, (2) the Bureau of the
Public Debt, or (3) the Office of the Treasurer of the United States, Securities
Division. Usually, payment will be expedited by surrender to a Federal Reserve
Bank or Branch. In all cases presentation will be at the expense and risk of the
owner. Payment will be made by check drawn to the order of the registered
owner or other perstn entitled and mailed to the address given in the request
for payment or, if no address is given, to the address shown in instructions-
accompanying the bond.

(b) Optional procedure for bonds of Series A to E, inclusive, in the names of
individual owners or coowners only.—A natural person whose name is inseribed:
on the face of a bond of Series A, B, C, D, or E, either as owner or.coowner in his
own right, may present such bond for redemption to an authorized paying agent:
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If such a person is not known to the paying agent, he must establish his identity
to the agent. (See § 315.43.) Such owner or coowner must sign the request for
payment, and add his home or business address. Even though the request for
payment may have been signed, or signed and certified, before presentation of the
bond, the representative of the paying agent must be satisfied that the person
presenting the bond for payment is the owner or coowner and may require him -
to sign the request for payment again. If the bond is in order for payment, the
paying agent will make immediate payment at the appropriate redemption
value without charge to the owner or coowner. This procedure is not applicable
to partial redemption cases, or deceased owner cases, or other cases in- which
documentary evidence is required.

§ 315.39 Partial redemption..

A bond of any series may be redeemed in part at current redemption value, but
only in amounts corresponding to authorized denominations, upon presentation
and surrender of the bond in accordance with § 315.38(a). In any case in which
partial redemption is authorized, before the request for payment is signed, the
phrase “to the extent of $______ (face amount) and reissue of the remainder”
should be added to the first sentence of the request. Upon partial redemption of
the bond, the remainder will be reissued as of the original issue date, as provided
in Subpart J. For payment of interest on Series H bonds in case of partial
redemption, see Subpart G of this part.

§ 315.40 Nonreceipt or loss of check issued in payment.

In case a check in payment of a bond surrendered for redemption is not
received within a reasonable time, or the check is lost after receipt, notice should
be given to the same agency to which the bond was surrendered for payment,
accompanied by a description of the bond by series, denomination, serial number,
registration, and social security number. The notice should state whether or not
the check was received and should give the date upon which the bond was
surrendered for payment.

SUBPART I—CERTIFYING OFFICERS

§315.42 Persons who may certify.

The following persons are authorized to act as certifying officers for the pur-
pose of certifying requests for payment and forms with respect to bonds:

(a) At United States post offices.—Any postmaster, officer-incharge or other
post office official or clerk designated for that purpose. One or more of these offi-
cials will be found at every United States post office, classified branch, or station.
A post office official or clerk, other than a postmaster or officer-in-charge, should
certify in the namec of the postmaster or officer-in-charge, followed by his own
signature and official title, for example, “John Doe, postmaster, by Richard Roe,
his designee.” Signatures of these officers should be authenticated by a legible
imprint of the post office dating stamp.

(b) At banks, trust companies and member organizations of the Federal Home
Loon Bank System.—Any officer of any bank or trust company incorporated in the
United States, its territories or possessions, or the Commonwealth of Puerto Rico,
any Federal Savings and Loan Association or other organization which is 2 mem-

- ber of the Federal Home Loan Bank System, or a domestic or foreign branch of
any such institution; any officer of a Federal Reserve Bank, Federal Land Bank,
or Federal Home Loan Bank; any employee of any such institution expressly
authorized by it for that purpose, who must sign over the title “Designated
Employee’”; and Federal Reserve Agents and Assistant Agents located at the
several Federal Reserve Banks. Certifications by any of these officers or desig-
nated employees must be authenticated by. either a legible impression of the
corporate seal of the institution or, in the case ¢f organizations which are
authorized issuing agents for bonds of Series E, by a legible imprint of the
issuing agent’s dating stamp.

(e) Issuing agents not banks or trust companies.—Any officer of a corporation
not a bank or trust company and of any other organization which-is an author-
ized issuing agent for bonds of Series E. All certifications by such officers must be
authenticated by a legible imprint of the issuing agent’s dating stamp.

(d) Commissioned and warrant officers of Armed Forces—~—Commissioned and
warrant officers of any of the Armed Forces of the United States, but only for
members and the families of members of their respective services and civilian

553-554 O - 74 - 17
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employees at Posts or Bases or Stations. Such .certifying officer should indicate
his rank and state that the person signing the request is one of the class whose
request he’is authorized to certify.

(e) United States officials.—Judges, clerks, and deputy clerks of United States
courts, including United States courts for the territories, possessions, the Com-
monwealth of Puerto Rico, and the Canal Zone; United States Commissioners;
United States Attorneys; United States Collectors of Customs and their deputies;
Regional Commissioners, District Directors, - Service Center Directors, and
Internal Revenue agents, Internal Revenue Service; the officer in charge of any
home, hospital, or other facility of the Veterans Administration, but only for
patients and employees of such facilities; certain officers of Federal penal institu-
tions designated for that purpose by the Secretary of the Treasury; certain
officers of the United States Public Health Service Hospitals at Lexington, Ken-
tucky, and Carville, Louisiana, designated for that purpose by the Secretary of
the Treasury (in each case, however, only for patients or employees ¢f the
institution involved).

(f) Officers authorized in particular localities.—Certain designated officers in
the Department of the Treasury; the Governor and Treasurer of Puerto Rico;
the Governor and Commissicner of Finance of the Virgin Islands; the Governor
and Director of Finance of Guam ; the Governor and Director of Administrative
Services of American Samoa ; the Governor, paymaster, or acting paymaster and
collector or acting collector of the Panama Canal; and postmasters and acting
postmasters of the Bureau of Posts of the Canal Zone. )

(g) In foreign countries.—In a foreign country requests for payment may be
signed in the presence of and be certified by any United States diplomatic or con-
sular representative, 6r the manager or other officer of a foreign branch of a
bank or trust company incorporated in the United States whose signature is
attested by an impression of the corporate seal or is certified to the Department
of the Treasury. If such an officer is not available, requests for payment may be
signed in the presence of and be certified by a notary or cther officer authorized
to administer oaths, but his official ¢haracter and jurisdiction should be certified
by a United States diplomatic or consular officer under seal of his office.

(h) Special provisions.—In the event no officer authorized to certify requests
for payment of bonds is readily accessible, the Commissioner of the Public Debt,
a designated official of the Bureau of the Public Debt, the Treasurer of the United
States, or any Federal Reserve Bank or Branch is authorized to make special
provision for any particular case. ’

§ 31543 General instructions to certifying officers.

A certifying officer should require that a person presenting bonds, or forms
with respect thereto, establish his identity by positive and reliable evidence
before the bonds or forms are signed, unless the presenter is personally well
known to the officer. Such officer and, if he is an officer or employee of an
organization, the organization will be held fully responsible for the adequacy
of the identification. The certifying officer should place an adeguate notation
on the back of the bond or form, or on a separate record, showing exactly how
identification was established. The certifying ‘officer must affix to the certifica-
tion his official signature, title, seal or dating stamp, address (if not shown in
the seal or stamp), and the date of execution. Officers of the Public Health
Service Hospitals, Veterans Administration Facilities and Federal penal in-
stitutions should use the seal of the particular institution or service, where such
seal is available. A certifying officer, other than a post office official, officer of a
bank or trust company, or officer of an issuing agent, who does not possess an
official seal, should add a statement to that effect to his certification.

§ 315.44 Interested person not to certify.

A certifying officer may not certify a request for payment of a bond, or a
form with respect to a bond, in which he has or is acquiring an interest, either
in his own right or in a representative capacity.

SUBPART J—REISSUE AND DENOMINATIONAL EXCHANGE

§ 315.45 General.

Reissue of a bond may be made only under the conditions specified in these
regulations. Reissue is not authorized solely for the purpose of effecting an ex-
change as between authorized denominations, but in the case of authorized
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reissue the new bond or bonds may be issued in any authorized denomination
or denominations.

Reissue will.not be made if the request therefor is received less than one full
calendar month before the final maturity date of a bond. Such request, however,
will be effective to establish ownership as though the requested reissue had been
made.

(a) A request for reissue of a bond received on or after its final maturity
date will not be effective to name a coowner or beneficiary or to promote a
beneficiary to a coowner, but requests for reissue in the names of persons who
have become entitled by operation of law will be recognized as establishing
the right of those persons to receive payment. Reissues under the provisions
of this subpart may be made only at (1) a Federal Reserve Bank or Branch,
(2) the Bureau of the Public Debt, or (3) the Office of the Treasurer of the
United States, Securities Division.

§ 315.46 Requests for reissue.

A request for reissue should be made on the prescribed form by the person
authorized under these regulations to make such request. Appropriate forms
may be obtained from any Federal Reserve Bank, the Office of the Treasurer
of the United States, Securities Division, or the Bureau of the Public Debt.

§ 315.47 Effective date.

In any case of authorized reissue; the Department of the Treasury will treat
the receipt.- by (a) a Federal Reserve Bank or Branch,-or (b) the Bureau of
the Public Debt; or (¢) the Office of the Treasurer of .the United States, Securi-
ties Division, of a bond and. an appropriate request for reissue thereof as de-
termining the date upon which the reissue is effective. If the owner or either
coowner of a bond dies after he has presented and surrendered the bond for -
authorized reissue, the bond will be regarded as though reissued in.the decedent’s
lifetime.

§ 315.48 Correction of errors.

Reissue of a bond may be made to correct an error in the original issue, upon
appropriate request supported by satisfactory proof of the error.

§ 315.49 Change of name.

An owner, coowner, or beneficiary whose name is changed by marriage, divorce,
annulment, order of court, or in any other legal manner after the issue of a
bond should submit the bond with a request on Form PD 4000 for reissue to
substitute the new name for the name inscribed on the bond. The signature
to the request for reissue should show the new name, the manner in which the
change was made and the former name. Documentary evidence, properly certi-
fied, may be required in any appropriate case.

SUBPART K—MINORS, INCOMPETENTS, AGED PERSONS, ABSENTEES, ETC.

§ 315.50 Payment to representative of estate.

(a) If the registration of a bond shows the name of the representative of the
estate of the owner or a coowner who is a minor, an incompetent, aged person,
absentee, etc., the representative may obtain payment of the bond without sub-
mitting evidence of his representative capacity. In the event the representative’s
name is not shown, a certificate, or a certified copy of the letters of appointment,
from the court making the appointment, under court seal, or other proof of
qualification if not appointed by a court, must be submitted. Except in the
case of corporate fiduciaries, such evidence must show that the appointment is
in full force.and be dated not more than one year prior to presentation of the
bond for payment. After the death of the ward, and at any time prior to his
discharge, the representative of the estate will be entitled to obtain payment
of a bond to which the ward was solely entitled. The request for payment
appearing on the back of a bond must be signed by the representative as such,
for example, “John 8. Jones, guardian (committee) of the estate of Henry W.
Smith, a-minor (an incompetent).”

(b) If the form of registration does not indicate there is a representative of
the estate of a minor owner or coowner, a notice that there is such a representa-
tive will not be accepted for the purpose of preventing payment to the minor
or to a parent or other person on behalf of the minor, as provided in §§ 315.51
and 315.52.. :
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§ 315.51 Payment to minors.

If the owner of a savings bond is a minor and the form of registration does not
indicate that there is a representative of his estate, payment will be made to him
upon his request, provided he is of sufficient competency to sign his name to the
request for payment and to understand the nature of the transaction. In general,
the fact that the request for payment has been signed by a minor and duly
certified will be accepted as sufficient proof of competency and understanding.

§ 315.52 Payment to a parent or other person on behalf of a minor.

If the owner of a savings bond is a minor and the form of registration does
not indicate that there is a representative of his estate, and if such minor
owner is not of sufficient competency to sign his name to the request for pay-
ment and to understand the nature of the transaction, payment will be made to
either parent with whom he resides or, if the minor does not reside with either
parent, then to the person who furnishes his chief support. His parent or the
person furnishing his chief support should execute the request for payment and
furnish a certificate, which may be typed or written on the back of the bond,
as to his right to act for the minor. If a parent signs the request, the certificate
and signature thereto should be in substantially the following form:

I certify that I am the mother of John C. Jones and the person with whom
he resides. He is __.___ years of age and is not of sufficient competency and
understanding to make this request.

Mrs. Mary Jones on behalf of John C. Jones.

If a person other than a parent signs the i'equest, the certificate and signature
thereto, including a reference to the person’s relationship, if any, to the minor,
should be in substantially the following form :

I certify that John C. Jones does not reside with either parent and that
I furnish his chief support. He is ______ years of age and is not of suf-
ﬁC1ent competency and understanding to make this request.
Mrs. Alice Brown, grandmother, on behalf of John C. Jones.

§ 315.53 Payment or reinvestment upon request of voluntary guardian of
incompetent.

If the adult owner of bonds is incompetent to request and receive payment
thereof and no other person is legally qualified to do so, the relative responsible
for his care and support or some other person may submit an application seek-
ing recognition as voluntary guardian for the purpose of redeeming the bonds
in the following situations:

(a) If the proceeds of the bonds are needed to pay expenses already incurred,
or to be incurred during any 90-day period, for the support of the incompetent
~ or hislegal dependents ;

(b) If the bonds have matured and it is desired to redeem them and reinvest
the proceeds in savings bonds. The proceeds of any matured appreciation type
bonds ordinarily will be required to be reinvested in Series E bonds. The proceeds
of matured current income bonds may be invested in Series H or Series E bonds.
The new bonds must be registered in the name of the incompetent followed by
words showing he is under voluntary guardianship, for example, “John Jones
12345-6789 under voluntary guardianship.” A living coowner or beneficiary
named on the matured bonds must be designated on the new bonds unless he is
a competent adult and furnishes a certified statement consenting to omission of
his name. If an amount insufficient to purchase an additional bond of any
authorized denomination of any series remains after the reinvestment, the vol-
untary guardian may, if he so desires, furnish additional funds sufficient - to
purchase another bond of either series in the lowest available denomination. If
additional funds are not furnished, the remaining amount will be paid to the
voluntary guardian for the use and benefit of the incompetent.

§ 315.564 Reissue.

A bond of which a minor or other person under legal disability is the owner
or in which he has an interest may be reissued upon an authorized relssue trans-
action under the following conditions :

(a) A minor of sufficient competency to s1gn his name to the request and to
understand the nature of the transaction may request reissue to add a coowner
or beneficiary to a bond registered in his name alone or to which he is entitled
in his own right.
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(b) A bond on which a minor is named as beneficiary or coowner may be
.reissued in the name of a custodian for the minor under a statute authorizing
gifts te minors upon the request of the adult whose name appears on the bond
as owner or coowner.

(c) Except to the extent provided in paragraphs (a) and (b), above, and in
paragraph (c) of § 315.61, reissue will be restricted to a form of registration
which does not adversely.affect the existing ownership or interest of the minor
or such other person. Requests for reissue- should be executed by the person
authorized to request payment under §§ 315.50 and 315.52, or who may request
recognition as voluntary guardian under § 315.53, and in the same-manner.

SUBPART L—NATURAL PERSON AS SOLE OWNER -

§ 315.55 Payment.

A savings bond registered in the name of a natural person in his own right,
without a coowner or beneficiary, will be paid to him during his lifetime under
Subpart H. Upon the death.of the owner such bond will be considered as belong-
ing to his estate and will be paid under Subpart O, except as otherwise provided
in these regulations.

§ 315.56 Reissue for certain purposes.

A savings bond registered in the name of a natural person in his own right
may be reissued upon. appropriate request by him (subject to the provisions of-
§ 315.54), upon presentation and surrender during his lifetime, for the following
purposes : ]

(a) Addition of a coowner or beneficiary.—To name another natural person as
coowner or as beneficiary. Form PD 4000 should be used.

(b) Divorce or annulment.—To name as registered owner the other party to a
divorce or annulment occurring. after issue of the bond. Form PD 3360 should
be used. ‘

(c) Certain degrees of relationship.—To name as registered owner a person
related to the owner as set forth in § 315.61(a) (2), with a beneficiary or co-
owner, if so desired. (Form PD 3360 may be used.)

(d) Trustees.—To name as the trustee of (1) a personal trust estate created
by the owner, or (2) a personal trust estate created by other than the owner pro-
vided (i) the owner is a beneficiary of the trust, or (ii) a beneficiary of the trust
and the owner are related as set forth in § 315.61 (a) (2). (Form PD 1851 may
be used.)

SUBPART M—TWO NATURAL PERSONS AS COOWNERS -

§ 315.60 Payment during the lives of both coowners.

A savings bond registered in coownership form, for example, “John A. Jones
or Mrs. Mary C. Jones,” will be paid to either upon his separate request, and
upon payment to him the other shall cease to have any interest in the bond.
If both request payment jointly, payment will' be made by check drawn to their
order jointly, for example, “John A. Jones AND Mrs. Mary C. Jones.”

§ 315.61 Reissue during the lives of both coowners.

" (a) General.—A bond registered in coownership form may be reissued upon
its presentation and surrender during the lifetime and competency of both co-
owners, upon -the request of both, under the following conditions:

(1) Marriage, divorce, or annulment of marriage.—If one of the coowners mar--
ries, or if they are divorced or legally separated from each other, or their mar-
riage to each other is annuled after issue of the bond, the bond may be reissued
in the name of either coowner alone, or with another natural person as the new
coowner or beneficiary.

(2) Related coowners.—If the coowners are related as: husband, wife ; parent,
child (including child by legal adoption or stepchild) ; brother, sister (including
the half blood, stepbrother, stepsister, or brother or sister through adoption) ; -
grandparent, grandchild, great grandparent, great grandchild; uncle, aunt,
nephew, niece (including a child of a brother or sister of the present spouse);
granduncle, grandaunt, grandnephew, grandniece; father-in-law, mother-in-law,
son-in-law, daughter-in-law; brother-in-law, sister-in-law—the bond may be is-
sued in the name of :

(i) Either coowner alone, or with another natural person as the new coowner
or- beneficiary ;
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(ii) A third person related to either coowner in any of the foregoing degrees
of relationship, with another natural person as coowner or beneficiary, if so
desired (Form PD 1938 may be used for any of the above classes.) ; or

(iii) The trustee of (@) a personal trust estate created Ly either of them, or
(b) a personal trust estate created by some other person provided (I) either
coowner is a beneficiary of the trust, or (2) a beneficiary of the trust is related
to either coowner in any of the foregoing degrees of relationship. (Form PD 1851
may be used.) .

(3) A request for reissue to eliminate the name of one coowner may be signed
by that coowner only.

(4) The provisions of this section do not apply to bonds on which the Treas-
urer of the United States is named as coowner.

(b) Minor coowners.—A minor coowner for whose estate no representative has
been appointed may be promoted to sole owner upon the request of the competent
coowner. A competent coowner may, upon his own request, have ithe bond re-
issued to remove his name and name a custodian for the minor under a statute
authorizing gifts to minors. A request for reissue signed by a minor coowner
of sufficient competency to sign his name to the request and understand the na-
ture of the transaction, and for whose estate no representative has been
appointed, will be recognized if the bond is to be reissued in his name with a new
coowner or beneficiary. A request for reissue to eliminate the name of a minor
coowner will be recognized only if supported by evidence that a court has ordered
the representative of his estate to request such reissue (see § 315.23).

(¢) Incompetent coowners.—Reissue will not be made if one coowner is in-
competent and a representative of the incompetent’s estate has not been ap-
pointed by a court, except to add “under voluntary guardianship” after his name
or to eliminate the other coowner from the registration. If there is a representa-
tive, the provisions of paragraph (b) of this section apply as to his execution of a
request for reissue.

§ 815.62 After the death of one or both coowners.

If either coowner dies without the bond having been presented and surrendered
for payment or authorized reissue, the survivor will be recognized as the sole and
absolute owner. Thereafter, payment or reissue will be made as though the bond
were registered in the name of the survivor alone (see Subpart L of this part).
However, a request for reissue by him must be supported by proof of death of
the other coowner, and if the bond is still outstanding at the death of the sur-
vivor, proof of death of both coowners will be required. The presentation and
surrender of a bond by one coowner for payment establishes his right to receive
the proceeds of the bond, and if he should die before the transaction is com-
pleted, payment will-be made to the legal representative of, or persons entitled to,
his estate in accordance with the provisions of Subpart O. If either coowner dies
after the bond has been presented and surrendered for authorized reissue (see
§ 315.47), the bond will be regarded as though reissued during his lifetime.

§ 315.63 Upon death of both coowners in a common disaster, etc.

If both coowners die under such conditions that it cannot be established either
by presumption of law or otherwise which died first, the bond will be considered
as belonging to the estates of both equally, and payment or reissue will be made
accordingly. (See Subpart O of this part.)

SUBPART N—TWO NATURAL PERSONS AS OWNER AND BENEFICIARY

§ 315.65 Payment during the lifetime of the registered owner.

A savings bond registered in beneficiary form, for example, “John A. Jones
payable on death to Mrs. Mary C. Jones,” will be paid to the registered owner
dQuring his lifetime upon his properly executed request as though no beneficiary
had been named in the registration. The presentation and surrender of the bond
by the registered owner for payment establishes his exclusive right to the pro-
ceeds of the bond, and if he should die before the transaction is completed, pay-
ment will be made to the legal representative of, or the persons entitled to, his
estate upon receipt of proof of appointment and qualification of the representa-
tive or the identity of the persons entitled, in accordance with the provisions of
Subpart O of this part.
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§ 315.66 Reissue during the lifetime of the registered owner.

A savings bond registered in beneficiary form may be reissued upon its presen-
tation and surrender during the lifetime of the registered owner, upon his re-
quest, as follows:

(a) To name the beneficiary designated on the bond as coowner. (Form PD
4000 may be used.)

(b) To eliminate his name as owner and to name as owner a custodian for
the beneficiary, if a minor, under a statute authorizing gifts to minors. (Form
PD 3360 may be used.)

(c) To eliminate the beneficiary, to substitute another natural person as bene-
ficiary, or to name another natural person as coowner. The request of the owner
must be supported by the duly certified consent of the beneficiary to elimination-
of his name, or by proof of his death. (Form PD 4000 may be used.)

(d) To eliminate his name as owner and to name as owner the trustee of (1)
a personal trust estate created by the owner, or (2) a personal trust estate
created Ly other than the owner if (i) the owner is a beneficiary of the trust, or
(ii) a beneficiary of the trust and the owner are related as set forth in § 315.61
(a) (2). The request of the owner must be supported by the duly certified consent
of the beneficiary, or by proof of his death. (Form PD 1851 may be used.)

(e) The provisions of this section do not apply to bonds on which the Treas-
urer of the United States is named as beneficiary.

§ 315.67 After the death of the registered owner.

If the registered owner dies without the bond having been presented and sur-
rendered for payment or authorized reissue.and is survived by the beneficiary,
upon proof of death of the owner the beneficiary will be recognized as the sole
and absolute owner, and payment or reissue will be made as though the bond
were registered in his name alone: (See Subpart L of this part.)

SUBPART O—DECEASED OWNERS
§ 315.70 General.

Upon the death of the owner of a savings bond who is not survived by a co-
owner or designated beneficiary and who had not during his lifetime presented
and surrendered the bond for.payment or an authorized reissue, the bond will
be considered as belonging to his estate and will be paid or reissued accordingly
as hereinafter provided, except that reissue under this subpart will not be per-
mitted if otherwise in conflict with these regulations..If the person entitled is an
alien who is a- resident of an area with respect to which the Department of the
Treasury restricts or.regulates the delivery. of checks drawn against funds of
the United States of America or any agency or instrumentality thereof, payment
of, and interest om, a bond will not be made so long as the restriction applies.’
A creditor is entitled only to payment of a bond to the extent of not more than
his claim.

§ 315.71 Special provisions applicable to small amounts of savings bonds, inter-
est checks or redemption checks.

Entitlement to, or the authority to dispose of, a small amount of bonds and
checks -issued in payment thereof or in payment of interest thereon, belonging.
to the estate of a decedent, may be established through the use of certain short
forms, according to the aggregate face amount of bonds and checks involved
(excluding checks representing interest-on the bonds), as indicated by the follow-
ing table:

Amount Circumstances Form To be executed by—
........... No administration. ........... PD 2216 Person who paid burial expenses.
.. Estate being administered.._. PD 2488-1  Executor or administrator..

.......... Estate settled._.__..___...._... PD-2458 Former executor or-administrator, attorney
or other qualified person. .

§315.72 Estates administered.

(a) In course of administration.——If the estate of a decedent.is being admin;
istered in court, the bond will be paid to the duly qualified representative of

a See Department Circular No. 655, current revision (31 CFR, Part 211).
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the estate or will be reissued in the names of the persons entitled to share
in the estate, upon the request of the representative and compliance with the
following requirements:

(1) Where there are two or more legal representatives, all must join in the
request for payment or reissue, except as provided in §§ 315.77 and 315.78.

(2) The request for payment or reissue should be signed in the form, for
example, “John A. Jones, administrator of the estate (or executor of the will)
of Henry W. Jones, deceased,” and must be supported by proof of the repre-
sentative’s authority in the form of a court certificate or a certified copy of the
representative’s letters of appointment. The certificate or the certification to
the letters must be under seal of the court and, except in the case of a corporate
representative, must contain a statement that the appointment is in full force
and should be dated within six months of the date of presentation of the bond,
unless the certificate or letters show that the appointment was made within one
year immediately pnor to such presentation.

(3) In case of reissue the legal representative of the estate should certify
that each person in whose name reissue is requested is entitled to the ex-
tent specified for each and has consented to such reissue. A request for reissue
by the legal representative should be made on Form PD 1455. If a person in
whose name reissue is requested desires to name a coowner or beneficiary, such
person should execute an additional request for that purpose, using Form PD
4000,

(b) After settlement through court proceedings.—If the estate of the dece-
dent has been settled in court, the bond will be paid to, or reissued in the name
of, the person entitled thereto as determined by the court. The request for pay-
ment or reissue should be made by the person shown to be entitled, supported
by a duly certified copy of the representative’s final account as approved by
the court, decree of distribution, or other pertinent court records, supplemented,
if there are two or more persons having an apparent interest in the bond, by an
agreement executed by them concerning the disposition of the bond. Form PD
4000 should be used by the person entitled if he wishes to name a coowner or
beneficiary.

§315.73 Estates not administered.

(a) Special provisions under State laws.—If, under State law, a person has
been recognized or appointed to receive or distribute the assets of a decedent’s
estate without regular administration, his request for payment or reissue of a
bond to the person or persons entitled will be accepted provided he submits ap-
propriate evidence of his authority.

(b) Agreement of persons entitled.—When it appears that no legal repre-
sentative of a decedent’s estate has been or will be appointed, the bond will be
paid to, or reissued in the name of, the person or persons entitled, including
those entitled as donees of a gift causa mortis, pursuant to an agreement and
request by all persons entitled to share in the decedent’s personal estate. A form
of agreement for settlement without administration, Form PD 1946-1, should be
used for cases in which the total face amount of bonds and redemption and
interest checks belonging to the decedent’s estate iy in excess of $500. If the
total face amount does not exceed $500, Form PD 1946 may be used. Should the
persons entitled to share in the personal estate include minors or incompetents,
payment or reissue of the bonds will not be permitted without administration
except to them or in their names, unless their interests are otherwise protected.

SUBPART P—FIDUCIARIES
§ 215.75 Payment.

A savings bond registered in the name of a fiduciary or otherwise belonging
to a fiduciary estate will be paid to the fiduciary or fiduciaries in accordance
with the provisions of Secs. 315.77 and 315.78.

§ 315.76 Reissue.

(a) In the name of person entitled— (1) Distribution of trust estate in kind.—
A bond to which a beneficiary of a trust estate has become lawfully entitled in
his own right or in a fiduciary capacity, in whole or in part, under the terms of
a trust instrument, will be reissued in his name to the extent of his interest,
upon the trustee’s request and its certification that such person is entitled and
has agreed to reissue in his name.
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(2) After termination of trust estate.—If the person who would be lawfully en-
titled to a bond upon the termination of a trust does not desire to have distribu-
tion made to him in kind, as provided in paragraph (a) (1) of this section, the
trustee should present the bond for payment before the estate is terminated. If,
however, the estate is terminated without payment or reissue having been
made, the bond will thereafter be paid to or reissued in the name of the person
lawfully entitled upon his request and satisfactory proof of ownership, supple-
mented, if there are two or more persons having any apparent interest in the
bond, by an agreement executed by all such persons concerning the disposition .
of the bond.

(3) Upon termination of guardianship estate.—If the estate of a minor or
incompetent or of an absentee is terminated during the ward’s lifetime, a
bond registered to show that there is a representative of the estate will be re-
issued in the name of the former ward upon the representative’s request and
certification that the former ward is entitled and has agreed to reissue in.his
name (Form PD 1455 should be used), or will be paid to or reissued in the name
of the former ward upon his own request, supported in either case by satisfactory
evidence that his disability has been removed or that an absentee has returned
to claim his property. Certification by the representative that a former minor
has attained his majority, that a former incompetent has been legally restored to
competency, that a legal disability of a female ward has been removed by mar-
riage, if the state law so provides, or that an absentee has appesred to claim
his property, will ordinarily be accepted as sufficient (see § 315.77 if the repre-
sentative’s name is not shown in the registration).  Upon the termination of
the estate as the result of the death of the ward, a bond registered to show that
there is a representative of his estate will be reissued in accordance with the
provisions of Subpart O of this part.

(4) Upon termination of life estate—Upon the death of a life tenant, a bond
registered in his name as life tenant may be reissued in the name of the person
or persons entitled pursuant to an  agreement and request of all of the persons
having an interest in the remainder.

(b) In the name of a succeeding fiduciary.—If a ﬁducxary in whose name a
bond is registered has been succeeded by another, the bond will be reissued in
the name of the succeeding fiduciary upon appropriate request and satisfactory
evidence of successorship. Form PD 1455 should be used.

(e) In the name of financial institution as trustee of common trust fund.—
A bond held by a bank, trust company, or other financial institution as a trustee,
guardian or similar representative, executor or administrator may be reissued
in its name as trustee of its common trust fund to the extent that participation
therein by the institution in such capacity is authorized by law or applicable
regulations. A request for reissue to the institution as trustee of its common
trust fund should be executed on its behalf in the capacity in which the bond
is held and by the cofiduciary, if any. Form PD 1455 should be used.

§ 315.77 Requests for reissue or payment prior to maturity or extended maturity.
" The following rules apply to both requests for reissue and payment by fi-
duciaries: A request for reissue or payment prior to maturity, or final extended
maturity, as appropriate, must be signed by all acting fiduciaries unless by ex-
press statute, decree of court, or the terms of the instrument under-which the
fiduciaries are acting, one or more of them may properly execute the request. If.
the fiduciaries named in the registration are still acting, no further evidence of
authority will be required. Otherwise, a request must be supported by evidence as
specified below :

(a) Fiduciaries by title only.—If the bond is registered in the titles, without
the names, of fiduciaries not acting as a board, satisfactory evidence of their
incumbency must be furnished, except in the case of bonds registered in the
title of public officers as trustees.

(b) Swucceeding fiduciaries.—If the fiduciaries in whose names the bond is
registered have been succeeded by other fiduciaries, satisfactory evidence of suc-
cessorship must be furnished.

(¢c) Boards, committees, etc.—A savings bond registered in the name of a
board, committee, commission, or other body, empowered to act as a unit and to
hold title to the property of a religious, educational, charitable, or nonprofit or-
ganization or public corporation will be paid upon a request for payment signed -
in the name of the board or other body by an authorized officer or employee
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thereof. A request so signed and duly certified will ordinarily be accepted with-
out further evidence of the signer's authority. The check in payment of the
bond will be drawn in the name of the board or other body as fiduciary for the
organization named in the 1eg1st1at10n or shown by satisfactory evidence to be
entitled as successor thereto.

(d) Corporate fiduciaries.—If a public or pnvate corporation or a political
body, such as a state or county, is acting as a fiduciary, a request must be signed
in the name of the corporation or other body, in the fiduciary capacity in which
it is acting, by an authorized officer thereof. A request so signed and duly
certified will ordinarily be accepted without further evidence of the officer’'s
authority.

(e) Registration not disclosing trust or other fiduciary estate—If the regis-
tration of the bond does not show that it belongs to a trust or other fiduciary es-
tate or does not identify the estate to which it belongs, satisfactory evidence of
ownership must be furnished in addition to any other evidence required by this
section.

§ 315.78 _Requests for payment at or after maturity.

A request, signed by any one or more acting fiduciaries, for payment at or
after the maturity date, or an extended maturity date for bonds having ex-
tended maturity periods, will be accepted. Payment ordinarily will be made by
check drawn as the bond is inscribed.

SUBPART Q—PRIVATE ORGANIZATIONS (CORPORATIONS, ASSOCIATIONS, PARTNERSHIPS,
ETC.) AND GOVERNMENTAL AGENCIES, UNITS AND OFFICERS

§ 315.80 Payment to corporations er unincorporated associations.

A savings bond registered in the name of a private corporation or an unin-
corporated association will be paid to the corporation or unincorporated associa-
tion upon a request for payment on its behalf by a duly authorized officer thereof.
The signature to the request should be in the form, for example, “The Jones
Coal Company, a corporation, by John Jones, President,” or “The Lotus Club, an
unincorporated association, by William A. Smith, Treasurer.” A request for pay-
ment so signed and duly certified will ordinarily be accepted without further evi-
dence of the officer’s authority.

§ 315.81 Payment to partnerships.

A savings bond registered in the name of an existing partnership will be paid
upon a request for payment signed by a general partner. The signature to the
request should be in the form, for example, “Smith and Jones, a partnership, by
John Jones, a general partner.” A request for payment so signed and duly cer-
tified will ordinarily be accepted as sufficient evidence that the partnership is still
in existence and that the person signing the request is duly authorized.

§ 315.82 Reissue or payment to successors of corporations, unincorporated asso-
ciations, or partnerships:

A savings bond registered in the name of a private corporation, an unincorpo-
rated association, or a partnership which has been succeeded by another corpo-
ration, unincorporated association, or partnership by operation of law or other-
wise, as the result of merger, consolidation, incorporation, reincorporation, con-
version, or reorganization, or which has been lawfully succeeded in any manner
whereby the business or activities of the original organization are continued
without substantial change, will be paid to or reissued in the name of the
succeeding organization upon appropriate request on its behalf, supported by
satisfactory evidence of successorship. Form PD 1540 should be used.

§ 315.83 Reissue or payment on dissolution of corporation or partnership.

(a) Corporations.—A savings bond registered in the name of a private cor-
poration which is in the process of dissolution will be paid to the authorized
representative of the corporation upon a duly executed request for pametnt
supported by satisfactory evidence of the representative’s authorlty Upon
termination of dissolution proceedings, the bond may be reissued in the names
of those persons, cther than creditors, entitled to the assets of the corporation,
to the extent of their respective interests. Reissue under this subsection will be
made upon the duly executed request of the authorized representative of the
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corporation and upon proof that all statutory provisions governing the dissolu-

tion of the corporation have been complied with and that the persons in whose

names reissue is requested are entitled and have agreed to the reissue. If the

dissolution proceedings are under the direction of a court, a certified copy of

an order of the court, showing the authority of the representative to make the .
distribution requested must be furnished.

‘(b) Partnerships.—A savings bond registered in the name of a partnership
which has been dissolved by death or withdrawal of a partner, or in any other
manner, will be paid upon a request for payment by any partner or partners
authorized by law to act on behalf of the dissolved partnership, or will be paid
to or reissued in the names of the persons entitled as the result of such dissolu-
tion to the extent of their respective interests, except that reissue will not be
made in the names of creditors. The request must.be supported by satisfactory
evidence of entitlement, including proof that the debts of the partnership have
been paid or properly provided for. Form PD 2514 should be used.

§315.84¢ Payment to institutions (churches, hospitals, homes, schools, etc.).

A savings bond registered in the name of a church, hospital, home, school, or
similar institution without reference in the registration to the manner in which"
it is organized or governed or to the manner in which title to its property is held
will be paid upon a request for payment signed on behalf of such institution by
an authorized representative. For the purpose of this section, a request for pay-
ment signed by a pastor of a church, superintendent of a hospital, president
of a college, or by any official generally recognized as having authority to conduct
the financial affairs of the particular institution will ordinarily be accepted with-
out further proof of his authority. The signature to the request should be in the
form, for example, “Shriners’ Hospital for Crippled Children, St. Louis, Missouri,
by William A. Smith, superintendent,” or “St. Mary’s Roman Catholic Church,
Albany, New York, by Rev. John Jones, pastor.”

§315.85 Reissue in name of trustee or agent for reinvestment. purposes.

A savings bond registered in the name of a religious, educational, charitable or
nonprofit organization, whether or not incorporated, may be reissued in the
name of a bank, trust company or other financial institution, or an individual,
as trustee or agent under an agreement with the organization under which the
trustee or agent holds funds of the organization, in whole or in part, for the
purpose of invesgting and reinvesting the principal and paying the income to the
organization. Form PD 2177 should be used and should be signed on behalf of

" the organization by an authorized officer.

§ 315.86 Reissue upon termination of investment agency.:

‘A savings bond registered in the name of a bank, trust company, or other finan-
cial institution, or individual, as agent for investment purposes only, under an-
agreement with religious, educational, charitable, or nonprofit organization, may
be reissued in the name of the organization upon termination of the agency. The
former agent should request such reissue and should certify that the organization
is entitled by reason of the termination of the agency, using Form PD 1455. If such
request and certification are not obtainable, the bond will be reissued in the
name of the organization upon its own request, supported by satisfactory evidence
of the termination df the agency.

§ 3165.87 Payment to governmental agencies and units.

A savings bond registered in the name of a state, county, city, town, or village,
or in the name of a Federal, State, or local governmental agency, such as a board,
commission, or corporation, will be paid upon a request signed in the name of
the governmental agency or unit by a duly authorized officer thereof. A request
for payment so signed and duly certified will ordinarily be accepted without fur-
ther proof of the officer’s authority.

§ 315.88 Payment to government officers.

A savings bond registered in the official title of an officer of a governmental
agency or unit will be paid upon a.request for payment signed by the designated
officer. 'The fact that the request for payment is so s1gned and duly. certified
will ordinarily be accepted as proof that the person signing is the incumbent of
the designated office.
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SUBPART R-—MISCELLANEOUS PROVISIONS

§ 315.90 Waiver of regulations.

The Secretary of the Treasury reserves the right, in his discretion, to waive
or modify any provision or provisions of these regulations in any particular case
or class of cases for the convenience of the United States of America or in order
to relieve any person or persons of unnecessary hardship, if such action would
not be inconsistent with law and would not impair any existing rights, and if he
is satisfied that such action would not subject the United States of America to
any substantial expense or liability.

§ 315,91 Additional requirements; bond of indemnity ; social security numbers.

The Secretary of the Treasury may require (a) such additional evidence as
he may consider necessary or advisable, (b) a bond of indemnity, with or with-
out surety, in any case in which he may consider such a bond necessary for the
protection of the interests of the United States of America, and (¢) that appro-
priate social security numbers be furnished for reissue or payment of any savings
bond.

§ 315.92 Preservation of rights.

Nothing contained in these regulations shall be construed to limit or restrict
existing rights which holders of savings bonds heretofore issued may have ac-
quired under the circulars offering the bonds for sale or under the regulations in
force at the time of purchase.

§ 315.93 Supplements, amendments, or revisions.

The Secretary of the Treasury may at any time, or from time to time, pre-
scribe additional, supplemental, amendatory, or revised rules and regulations
governing United States Savings Bonds.

Davip Mosso,
Deputy Fiscal Assistant Secretary.

Exhibit 5.—Department Circular No. 530, September 5, 1973, Tenth Revision,
Amendment No. 1, regulations governing United States savings bonds

DEPARTMENT OF THE TREASURY,
Washington, February 6, 197}.
‘Sections 315.10, 315.30 and 315.32(a) of Department of the Treasury Circular
No. 530, Tenth Revision, dated September 5, 1973 (31 CFR Part 315), are hereby
revised and amended, effective as of January 1, 1974, to read :

§ 31510 ‘Amounts which may be held.

The amounts of savings bonds of Series E and H, issued in any one calendar
year, which may be held by any one person at any one time, computed in accord-
ance with the provisions of § 315.11, are limited as follows

(a) Series E—(1) General ammal limitations.

Issue dates Limit
May 1941 through December 1947 . e ceaeaean $5,000 (face amount)
January 1948 through December 1951_.. .. 10,000 (face amount)
January 1952 through April 1957 ______. .. 20,000 (face amount)
May 1957 through December 1965 . . . ...t eaececemaaaenn 10,000 (face amount)
" (A person holding $10,000 (face amount) or more purchased between Jan. 1, 1957,
a;ld Ap)xn 30, 1957, was not entitled to additional holdings during the remainder
of 1957.
January 1966 through November 1969. ... ... 20,000 (face amount)
December 1969 through December 1973. . . ... oo iaeeaiaeen 5,000 (issue price)
{A person holding $5,000 (issue price) or more purchased between Jan. 1, 1969,
and Nov. 30, 1969, was not entitled to additional holdings during the remainder
of 1969. $5,000 (issue price) would purchase $6,650 (face amount).)
January 1974 and thereafter. - . ieicieiiaan 10,000 (face amount)

(2) Special limitation.—Trustees of an employees’ saving plan (as defined in
Department of the Treasury Circular No. 653, current revision, 31 CFR Part 316)
and trustees of an eligible savings and vacation plan may purchase $2.000 (face
amount) multiplied by the highest number of employees participating in the
plan at any time during the calendar year in which the bonds are issued.
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(b) Series H—(1) General annual imitations.

Tssue dates Limit
June 1952 through April 1957 $20,000 (face amount)
May 1957 through December 1961 . ___ . ___ e 10,000 (face amount)
(A person holding $10,000 (face amount) or more purchased between Jan. 1, 1957,
a?d Ap)r. 30, 1957, was not entitled to additional holdings during the remainder
of 1957.
January 1962 through December 1965. ... . .o 20,000 (face amount)
January 1966 through November 1969._ . _ 30,000 (face amount)
December 1969 through December 1973 5,000 (face amount)
(A person holding $6,000 (face amount) or more purchased between-Jan. 1, 1969,.
a?d No)v. 30, 1969, was not entitled to-additional holdings during the remainder
of 1969.
January 1974 and thereafter. . e 10,000 (face amount)

(2) Special limitation.—$200,000 (face amount) for the calendar year 1966
and each calendar year thereafter for bonds received as gifts by an organization
which at the time of purchase was an-exempt organization under the terms of
26 CFR 1.501(c) (3)-1.

§ 315.30 General.

The only savings bonds currently on sale are Series E and Series H bonds.
Series E bonds are appreciation bonds issued at a discount and redeemable be-
fore or at final maturity at increasing redemption values. Series H bonds are cur-
rent-income bonds, issued at par (face amount) and paying interest semiannually
to extended maturity: Series H bonds are redeemable at par at any time
after six months from issue date. Savings notes, the sale of which terminated at
the close of business on June 30, 1970, have also been extended for ten years.!

§ 315.32 Series H bonds.

(a) Interest. Interest on a Series H bond is paid semiannually by check, be-
ginning six months from issue date. Interest will cease at the end of the
extended maturity period,.or if redeemed before the extended maturity date, at
the end of the interest period next preceding the date of redemption. However, if
the date of redemption falls on an .interest payment date, interest will cease on
that date. For example, if a bond on which interest is payable on January 1 and
July 1 is redeemed on September 1, interest will cease on the preceding July 1,
and no adjustment of interest will be made for the period from July 1 to Sep-
tember 1. The same rules apply in case of partial redemption with respect to the
amount redeemed.

JoHN K. CARLOCK,
Fiscal Assistant Secretary.

Exhibit 6.—Department Circular No. 653, December 1, 1973, Ninth Revision,
' offering of United States savings bonds, Series E

DEPARTMENT OF THE TREASURY,
Washington, March 18, 197}.

Department of the Treasury Circular No. 653, Eighth Revision, dated Decem-
ber 12, 1969, as amended and supplemented, including the tables incorporated
therein (31 CFR Part 316), is hereby revised and -amended . and issued as Depart-
ment of the Treasury Circular No. 653, Ninth Revision, effective as of Decem-
ber 1, 1973.

AvuTHoORITY : Sec. 22, Second Liberty Bond Act, as amended, 49 Stat. 21 as
amended (31 U.8.C. 757¢) ; (5 U.S.C. 801).

§316.1 Offering of bonds.

The Secretary of the Treasury hereby offers for sale to the people of the United
States, United States Savings Bonds of Series B, hereinafter generally referred
to as “Series B honds” or “bonds.” This offer, effective as of December 1, 1973,
will continue until terminated by the Secretary of the Treasury.

1 See Appendices to current revisions of Department of the Treasury Circulars Nos. 653
and 905 (31, CFR Parts 316 and 332) concerning extensions and investment yields for
Series E and H bonds, respectively. See Department of the Treasury Circular, Public Debt
Series No. 3-67. Revised, as amended (31 CFR Part 342), concerning extension and invest-
ment yields for savings notes (Freedom Shares).
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§ 316.2 Description of bonds.

(a) General. Series E bonds bear a facsimile of the signature of the Secre-
tary of the Treasury and of the Seal of the Department of the Treasury. They
are issued only in registered form and are nontransferable.

(b) Denominations and prices. Series E bonds are issued ona discount basis.
The denominations and purchase prices are : ;

Denominations Purchase price
$18.75
37. 50
56. 25
75. 00
150. 00
375. 00
750. 00
7, 500. 00
75, 000. 00

1The $100,000 denomination is available only for purchase by trustees of employees’
savings and savings and vacation plans (see § 816.5(b)).

(c) Inscription and.issue. At the time of issue the issuing agent will (1) inscribe
on the face of each bond the name, social security number and address of the
owner, and the name of the beneficiary,® if any, or the name, social security num-
ber and address of the first-named coowner and the name of the other co-
owner,” (2) enter in the upper right-hand portion of the bond the issue date, and
(3) imprint the agent’s dating stammn in the lower right-hand portion to show the
date the bond is actually inscribed. A bond shall be valid only if an authorized
issuing agent receives payment therefor and duly inscribes, dates and stamps it.

(d) Term. A Series E DLond shall be dated as of the first day of the month in
which payment of the purchase price is received by an agent authorized to issue
the bonds. This date is the issue date and the bond will mature and be payable at
the maturity value, shown in Table 1 hereof, 5 years from the issue date. The
bond may not be called for redemption Ly the Secretary of the Treasury prior to
maturity or the end of any extended maturity period (see § 316 (a) (1) ). The
bond may be redeemed at the owner’s option at any time after 2 months from
issue date at fixed redemption values. However, the Department of the Treas-
ury may require reasonable notice of presentation for redemption prior to the
maturity date or any extended maturity date.

i(e) Imvestment yield (interest). The investment yield (interest) on a Series B
bond will be approximately 6 percent per annum, compounded semiannually, if
the bond is held to maturity, but the yield will be less if the bond is redeemed
prior thereto. The interest will be paid as a part of the redemption.value. For the
first 6 months from issue date, the bond will be redeemable only at purchase price.
Thereafter, its redemption value will increase at the Deginning of each succes-
sive half-year period. See Table 1.

§ 316.3 Governing regulations.

‘Series E bonds are subject to the regulations of the Department of the Treas-
ury, now or hereafter prescribed, governing United States Savings Bonds, con-
tained in Department of the Treasury Circular No. 530, current revision (Part
315 of this chapter).®

§ 316.4 Registration.

(a)' General. Generally, only residents of the Umted States, its territories and
possessions, the Commonwealth of Puerto Rico, the Canal Zone, and citizens
of the United '‘States temporarily residing abroad are eligible to be named as own-
- ers of Series E bonds. The bonds may be registered in the names of natural per-
sons in their own right as provided in paragraph (b) of this section, and in

2 The title of a female registrant designated as beneficiary or second-named coowner need
not be furnished if her social security number is provided. If so requested, both title and
number may be inscribed. If the bond is being purchased as a gift or award and the owner’s
social security number is not known, the purchaser’s social security number or employer
identification number must be furnished. In this event, the issuing agent will inscribe the
word “GIFT" and the purchaser’s number on the bond.

3 Coples may be obtained from any Federal Reserve Bank or Branch, or the Bureau of the
F;ulblx;' Del:ito Washington. D.C. 202286, or its Chicago Office, 536 South Clark Street, Chicago,
Illinois 60603.
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the names and titles or capacities of fiduciaries and organizations as provided
in paragraph (c) of this section. Full information regarding authorized forms
of registration and restrictions with respect thereto will be found in the govern-
ing regulations.

(b) Natural persons in their own right. The bonds may be registered in the
names of natural persons (whether adults or minors) in their own right, in
single ownership, coownership, and beneficiary forms.

(¢) Others. The bonds may be registered in single ownership form in the
names of fiduciaries and private and public organizations, as follows:

(1) Fiduciaries, In the names of and showing the titles or capacities of any
persons or organizations, public or private, as fiduciaries (including trustees,
legal guardians or similar representatives, and certain custodians), but not
where the fiduciary would hold the bonds merely or principally as security for
the performance of a duty, obligation or service.

(2) Private and public organizations. In the names of private or public organi-
zations (including private corporations, partnerships, and unincorporated asso-
ciations, and States, counties, public corporations, and other public bodies) in
their own right, but not in the names of commercial banks.*

§ 316.5 Limitation on holdings.

The amount of Series E bonds originally issued during any 1 calendar year
that may be held by any one person, at any one time, computed in accordance
with the governing regulations, is limited as follows :

(a) General limitation. $10,000 (face amount) for the calendar year 1974 and -
each calendar year thereafter.

(b) Special limitation for employees’ 3am‘ngs plans. $2,000 (face amount) mul-
tiplied by the highest number of participants in any employees’ savings plan, as
defined in paragraph (b) (1) of this section, at any time during the year in which
the bonds are issued.?

‘(1) Definition of plan and conditions of eligibility. (i) The employees’ savmgs
plan must have been established by the employer for the exelusive and irrevo-
cable benefit of his employees or their beneficiaries, afford employees the-means
of making regular savings from their wages through payroll deductlons and
provide for employer contributions to be added to such savings.

'(ii) The entire assets thereof must be credited to-the individual accounts of
participating employees and the assets so credited may be distributed only to
them or their beneficiaries, except as otherwise provided herein.

(iii) Series E bonds may be purchased only with assets credited to the accounts
of participating employees and only if the amount taken from any account at
any time for that purpose is equal to the purchase price-of a bond or bonds in an
authorized denomination or denominations, and shares therein are credited to
the accounts of the individuals from which the purchase price thereof was
derived, in amounts corresponding with their shares. For example, if $37.50
credited to the account of John Jones is commingled with funds credited to the
accounts of other employees to make a total of $7,500, with which a Series E
bond in the denomination of $10,000 (face amount) is purchased in December
1978 and registered in the name and title.of the trustee, the plan must provide,; in
effect, that John Jones’ account shall be credited to show that he is the owner
of a Series E bond in the denomination of $50 (face amount) bearing issue -date
of December 1, 1973.

(iv) Bach participating employee shall have an irrevocable right at any time
to demand and receive from the trustee all assets credited to his account or.the
value thereof, if he so prefers, without regard to any condition other than the loss
or suspension of the privilege of participating further in the plan. However, a
plan will not be deemed to be inconsistent herewith if it limits or modifies the
exercise of any such right by:providing that the employer’s contribution does not
vest absolutely until the employee shall have made contributions under the plan
in each of not more than 60 calendar months succeeding the month .for which
the employer’s contribution is made.

(v) Upon the death of an employee, his beneficiary shall have the absolute

4 For this purpose, commercial banks (as defined in § 315.7, Department of the Treasury
Circular No. 530, current revision) are those nccenting demand deposits.

5 Savings and vacation plans may be eligible for this special limitation. Questions con-
corlniing elig:ibﬂitw of such plans should be addressed to the Chicago Office of the Bureau of
Public Debt
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and unconditional right to demand and receive from the trustee all assets
_credited to the account of the employee, or the value thereof, if he so prefers.

(vi) ‘When settlement is made with an employee or his beneﬁmary with respect
to any bond registered in the name and title of the trustee in which the em-
ployee has a share (see paragraph (b) (i) (ii) and (iii) of this section), the
bond must be submitted for redemption or reissue to the extent of such share.
If an employee or his beneficiary is to receive distribution in kind, bonds bearing
the same issue dates as those credited to the employee's account will be reissued in
the name of the distributee to the extent to which he is entitled, in authorized
denominations, in any authorized form of registration, upon the request and
certification of the trustee in accordance with the governing regulatlons

{(2) Definition of terms used in this subsection—related provisions. (i) The
term “savings plan” includes any regulations issued under the plan with regard
to ‘Series E bonds. A trustee desiring to purchase bonds in excess of the general
limitation in any calendar year should submit to the Federal Reserve Bank of
the district, a copy of (e) the plan, (b) any such regulations, and (¢) the trust
agreement, all certified to be true copies, in order to establish its eligibility.

(ii) 'The term “assets” means all funds, including the employees’ contributions
and employer’s contributions and assets purchased therewith as well as accre-
tions thereto, such as dividends on stock, the increment in value on bonds
-and all other income; but, notwithstanding any other provision of this sub-
section, the right to demand and receive “all assets” credited to the account
of an employee shall not be construed to require the distribution of assets in kind
when it would not be possible or practicable ‘to make such distribution; for
example, Series E bonds may not be reissued in unauthorized denominations,
and fractional shares of stock are not readily distributable in kind.

'(iii) The term “beneficiary” means the person or persons, if any, designated by
the employee in accordance ‘with the terms of the plan to receive the benefits
of the trust upon his death or the estate of the employee, and the term “distribu-
tee’’ means the employee or his beneficiary.

§316.6 Purchase of bonds.

‘Series E bonds may be purchased, as follows :

‘(a) Ower-the-counter for cash— (1) Bonds registered in names of natural per-
sons in their own right only. 'At such incorporated banks, trust companies, and
other agencies as have been duly qualified as issuing agents and at selected
United States post offices.

(2) Bonds registered in names of trustees of employees’ savings plans. At such
incorporated bank, trust company, or other agency, duly qualified as an issuing
agent, provided the agent is trustee of an approved employees’ savings plan
eligible for the special limitation in § 316.5(b) and prior approval to issue the
bonds is obtained from the Federal Reserve Bank of the agent’s district.

(3) Bonds registered in all authorized forms. At Federal Reserve Banks and
Branches and at the Department of the Treasury, Washington, D.C. 20226.

‘(b) On mail order. By mail upon application to any Federal Reserve Bank or
Branch or to the Department of the Treasury, accompanied by a remittance
to cover the issue price. Any form of exchange, including personal checks, will be
accepted subject to collection. Checks or other forms of exchange should be drawn
to the order of the Federal Reserve Bank or the United States Treasury, as the

" case may be. Checks payable by endorsement are not acceptable. Any depositary
qualified pursuant to the provisions of Department of the Treasury Circular No.
92, current revision (Part 203 of this chapter), will be permitted to make pay-
ment by credit for bonds applied for on behalf of its customers up to any amount
for which it shall be qualified in excess of existing deposits, when so notified by
the Federal Reserve Bank of its distriet.

'(¢) Savings stamps. The sale of United States Savings Stamps was terminated
effective June 30, 1970. However, outstanding stamps affixed in fully or partially
completed albums may be used to purchase Series E bonds at banks or other
financial institutions authorized to issue such bonds. Otherwise, the stamps may
be redeemed for cash at post offices.

§ 316.7 Delivery of bonds.

Issumg agents are authorized to deliver Series E bonds either over-the-
counter in person, or by mail at the risk and expense of the United States, to the
address ngen by the purchaser, but only within the United States, its territories
and possessions, the Commonwealth of Puerto Rico, and the Canal Zone. No mail
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deliveries elsewhere will be made. If purchased by citizens of the United States
temporarily residing abroad, the bonds will be delivered at such address in the
United States as the purchaser directs.

§ 316.8 Extended terms and improved yields for outstanding bonds.

(a) EBwxtended maturity periods—(1) General. The terms “extended maturity
period,” “second extended maturity period,” and “third extended maturity
period,” when used herein, refer to the intervals after the original maturity
dates during which owners may retain their bonds and continue to earn interest
on the maturity values or the extended maturity values.® No special action is re-
quired of owners desiring to take advantage of any extensions heretofore or here-
in granted.”

1(2) Bonds with issue dates Moy 1, 1941, through April 1, 1952, Owners of Series
E bonds with issue dates of May 1, 1941, through April 1, 1952, may retain their
bonds for a third and final extended maturity period of 10 years.

1(8) Bonds with issue dates May 1, 1952, through January 1, 1957. Owners of
Series E bonds with issue dates of May 1, 1952, through January 1, 1957, may
retain their 'bonds for a second extended maturity period of 10 years. .

(4) Bonds with issue dates of February 1, 1957, or thercafter. Owners of Se-
ries E bonds with issue dates of February 1, 1957 or thereafter, may retain their
bonds for an extended maturity period of 10 years.

(b) Improved yields®.—(1) Outstanding bonds. The investment yield on all
outstanding Series E bonds is hereby increased as follows :

(i) Bonds in original maturity period on December 1, 1973. By approxnnately
15 of 1 percent per annum, compounded semiannually, for the remaining period
to the maturity date. The increase will begin.with the first interest accrual
period starting on or after December 1, 1973.

(ii) Bonds in extended maturity periods on December 1, 1973. By approxi-
mately 1% of 1 percent per annum, compounded semiannually, for the remaining
period to the next maturity date. The increase will begin with the first interest
accrual perioad starting on or after December 1, 1973.

(iii) Bonds entering extended maturity periods on December 1, 1973, and
January 1, 1974. To approximately 6 percent per annum, compounded semian-
nually, for the extended maturity period.

(2) Authorized extensions. The investment yield for any authorized extension
period, other than as set forth in paragraph (b) (1) of this section, will be at
the interest rate in effect for Series E bonds being issued on the maturity date
or next extended maturity date, as the case may be. The tables of redemption
value and investment yields published herein will not apply if at the time an
extension begins such rate is different from 6 percent.

§3169 Taxation.

(a) General. For the purpose of determining taxes and tax exemptions, the
increment in value represented by the difference between the price paid for Se-
ries E bonds and the redemption value received therefor shall be considered as
interest. Such interest is subject to all taxes imposed under the Internal Reve-
nue Code of 1954. The bonds are subject to estate, inheritance, gift, or other
excise taxes, whether Federal or State, but are 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.

(b) Federal income tax on bonds. An owner of Series E bonds who is a cash
basis taxpayer may use either of two methods of reporting the increase in the
redemption value of the bonds for Federal income tax purposes as follows:

(1) Defer reporting the increase to the year of final maturity, actual redemp-
tion, or other disposition, whichever is earlier; or

(2) Elect to report the increases each year as they accrue, in which case the
election will apply to all Series E bonds then owned by him and to those there-
after acquired, as well as to any other similar obligation sold on a dlscount
basis.

8 The redemption value of any bond at the maturity date, the extended maturity date
or the second extended maturity date is the base, in each lnstance, upon which interest
will accrue during the period following.

7The tables incorporated herein, arranged according to issue dates, show current redemp-
tion values and investment yields.

8 See Appendix for summary of investment yields to maturity, extended maturity and
second extended maturity dates under regulations heretofore and herein prescribed.

§53-554 O - 74 - 18
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If the method in paragraph- (b) (1) of this section is used, the taxpayer may
change to the method in paragraph . (b)(2).of this section without obtaining
permission from the Internal Revenue Service. However, once the election to use
the method in. paragraph (b) (2) of this section is made,; the taxpayer may not
change the method of reporting unless he obtains permission to do so:from the
Internal Revenue Service. For further information on Federal taxes consult the
Service Center Director, or District Director, of the taxpayer’s district, or the
Internal Revenue Service, Washington, D.C. 20224.

§ 316.10 Payment or redemption.

(a) General. A Series E bond may be redeemed in accordance with its terms
at the appropriate redemption value shown in the applicable table hereof. The
redemption values of bonds in the denomination of $100,000* are not shown in
the tables. However, the redemption value of a bond in that denomination will
be equal to the total redemption values of ten $10,000 bonds bearing the same
issue dates. A bond in a denomination higher than $25 (face amount) may be
redeemed in part but only in the amount of an authorized denomination or
multiple thereof.

(b) Federal Reserve Banks and Branches and Treasurer of the United States.
Owners of Series E bonds may obtain payment upon presentation and surrender
of the bonds to a Federal Reserve Bank or Branch or to the Department of
the Treasury with the requests for payment on the bonds duly executed and
certified in accordance with the governing regulations.

(¢) Incorporated banks, trust companies and other financial institutions. An
individual (natural person) whose name is inscribed on a Series E bond either
as owner or coowner in his own right may present such bond to any incorporated
bank or trust company or other financial institution which is qualified as a pay-
ing agent under Department of the Treasury Circular No. 750, current revision
(Part 312 of this chapter). If such bond is in order for payment by the paying
agent, the owner or coowner, upon establishing his identity to the satisfaction
of the agent and upon signing the request for payment and adding his home or
business address, may receive payment of its current redemption value.

§ 316.11 Reservation as to issue of bonds.

The Secretary of the Treasury reserves the right to reject any application for
Series E bonds, in whole or in part, and to refuse to issue or permit to be issued
hereunder any such bonds in any case or any class or classes of cases if he deems

such action to be in the public interest, and his action in any such respect shall
be final. :

§ 316.12 Preservation of rights.

Nothing contained herein shall limit or restrict rights which owners of Series
E bonds heretofore issued have acquired under offers previously in force.

§ 316.13 Fiscal agents.

Federal Reserve Banks and Branches, as fiscal agents of the United States, are
authorized to perform such services as may be requested of them by the Secre-
tary of the Treasury in connection with the issue, delivery, redemption, and
payment of Series E bonds.

§ 316.14 Reservations as to terms of offer.

The Secretary of the Treasury may at any time or from time to time supple-
ment or amend the terms of this offering of bonds, or of any amendments or
supplements thereto. '

JounN K. CARLOOK,
Fiscal Assistant Secretary.



TABLE 1

BONDS BEARING ISSUE DATES BEGINNING DECEMBER 1, 1973

“Issue price . 4 . v 4 . .o . $18,75 $37,50 $56,25 $75,00 $150,00 $375.,00 $750.00 $7500 * Approximate nvestment yield

Denomination « o o o o s o o 25,00 50,00 75.00 100,00 200.00 500,00 1000,00 10000 (annual percentage rate)
. (2) From fasue (3) From hegin- (4) Trom begin~
Period (1) Redemption values during each half-year perfod (values increase date to begin-- ning of cach ning of each
{vears and months after issue) on first day of perind) _ ning of cach l!s=yr, perind to ls~yr, period
. L-yr, peried beginning of to maturity
© ‘next }=yr. pd.
. . Percent’ Percent Percent
00t 06 . . s o o+« o+ $18,75 $37,50 $56.25 $75,00 $150.00 $375,00 §$750,00 $7500 ———— . 3.73 6,00
0=Htol=0 ., .o s o v s o 19,10 - 38,20 57,30 76,40 152,80 382,00 764,00 7640 3,73 5.34 6,25
1-0 to 1=6 . o ¢ ¢ vt b 19,61 39.22 58.83 78,44  156.88: 392,20 784,40 ' 7844 4,54 5.00 6,37
1-6t0 2-0 + . v 4 4 o 44 20,10 . 40,20 60,30 80,40  160.80 402,00 - 804,00 8040 4,69 4,98 6.57
220 t6 2=6 . . 4 . 0 00w 20,60 41.20 61.80  82.40  164.80 412,00 824,00 8240 4,76 5,24 . 6,83
26 £0 3«0 4 4 0 0 v e e 0. 21.14 42,28  63.42 84,56 169,12 422,80 845.60 8456 4,86 5.39 7.15
30 to3=6 . 00 00 s . 21,71 43,42 65.13 86.84 173,68 434,20 - 868,40 8684 4,95 5.53 7.59
3-6t0 4=0 . 4 v 0 0 w0 v 22,31 44,62 66,93 89,24 178,48 446,20 892,40 - 8924 5.03 3.92 8,29
=0 to 4=6 . . . . 4 4 4 22,97 45,94 68,91 91,88 183,76 459,40 918.80 9188 5.14 6,09 9.48
4=6 t0o 5=0 . . 4 s 4 4 4 . .. 23,67 47,36 71,01 94,68 189.36 473,40 946,80 9468 5.25 12.93 12.93
L D 25,20 50,40 75,60 100,80 201,60 504,00 1008,00 10080 6,00, —— ——

1/ ﬁﬁturity value reached at 5 years and 0 months after issue,
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TABLE 2 .

DONDS BEARING ISSUE DATE MAY 1, 1941

Issue price o o o o o o o o $18,75 $37.50 $75.00 $375.00 $750,00 Approximate {investment yleld
Denomination o« o o o o o o o 25,00 ° 50,00 100,00 500.00 1000.00 (annual percentage rate)
v N ' (2) Prom begin~ (3) From begin- (4) From begin=
Period (1) Redemption values during each half-year period (values in- ning of current ning of each ning of each

(years and months after
second extended maturity at
30 years 0 months)

crease on first day of period)#®

maturity period ’s-yr. period to
to beginning of beginning of
each !~yr, pd.: next Y~yr. pd.

Y-yr. period
to 3rd extend=
ed maturity

3-0 to
3-6 ‘to
4-0 to
4«6 to
5-0 to
5=6 to
6=0 to
6~6 to
7-0 to
7-6 to
8-0 to
8«6 to
9-0 to

3-6
4«0
4=6
5-0
5-6
6-0
6=6
7=-0
1-6
8-0
8-6
9-0
9-6

- 9=6 tol0-0
‘10-0 2/

.
-
.
.
.
3
.
.
.
.
.
.
.
.
.

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

.
.
.
.
°
.
.
.
.
.
.
.
.
.
.

1/¢ 5/1/76)

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

(11/1/74)
( 5/1/15)
(11/1/75)
( 5/1/76)
(11/1/76)
( 5/1/77)
11/1/77)
(.5/1/78)
(11/1/78)
( 5/1779)
(11/1/79)
( 5/1/80)
(11/1/80)
( 5/1/81)

$59.17
60,95
62,77
64,65
66,59
68,59
+ 70,65
72,77
74,95
77.20
79.52
81,90
84,35
86.89
89,49

THIRD EXTENDED MATURITY PERIOD

$118,34
121,90
125,54

129.30 -

133.18

137,18

141,30
145,56
149,90
154,40
159,04
163,80
168,70
173,78
178,98

$236.68
243,80
251,08
258,60
266,36
274,36
282,60
291,08
299,80
308,80
318,08
327,60

337.40.

347.56
357,96

$1183.40
1219,00
1255.40
1293,00
1331,80
1371.80
1413,00
1455,40
1499,00
1544,00
1590,40
1638,00
1687.00
1737.80
1789,80

$2366.,80
2438,00
2510,80
2586,00
2663.60
2743.60
2826,00
2910,80
2998.00
3088,00
3180,80

3276,00

T .3374,00

3475,60
3579.60

Percent

$.50-
5.57.
5.62
5.66
5.70
5.73
5.75
5.77
5.79
5.80

Percent
6,02
5.97
5.99
6,00
6.01
6.01
6.00
5.99
6.00
6.01
5.99
5.98
6.02
5.98

. Percent
6.00
6,00
6,00
6,00
6.00
6.00
6.00
6,00
6,00
6.00
5.99
6.00
6.00 -
5,98

1/ Month, . day, and year on which issues of May 1, 1941, enter each period.
2/ Third extended maturity value reached at 40 years and O months after issue.
3

/ Yield on purchase price from issue date to third extonded maturity date is 3,95 perceat.

* For earlier redemption values and yields sce appropriate table in Department Circular 653, 8th Revision, as amended and sppﬁlemented.
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TABLE 3

BONDS BEARING ISSUE DATES FROM JUNE 1 THROUGH NOV. 1, 1941

Issue price .+ o ¢ ¢ o o o o $18,75 $37.50 $75.00 '$375.00 $750.00 Appr::éx:mate iavestment yield

Denomination .+ « o o o o o o 25,00 50,00 100,00 500,00 1000,00 (annual percentage rate)
. (2) Prom begin~ (3) From begin~ (4) From begin=
Period (1) Redemption values during each half-year period (values in-  ning of curremt ning of each ning of each
(years and months after crease on first day of period)* ’ maturity period l!syr., period to -yr. period
second extended nmaturity at - - to beginning of beginning of to 3rd extend-
30 years 0 months) THIRD EXTENDED MATURITY PERIOD . i . each 's-yr. pd. next Y-yr. pd. .ed maturity
o ' Percent Percent Perceat
2~6 to 3~0 . . . _1./(12/1/73) $58,18 $116,36 $232,72 $1163.60 $2327.20 5.50 6,02 6,00
3-0te 3-6 ., ., .. (6/1/74) 59.93 119.86 239,72 1198,60 '2397,20 5.59 5.97 R 6,00
3-6 to 4=0 . . . . (12/1/74) . 61,72 123,44 246,88 1234,40 2468,80 5.64 5.99 6,00
4=0 to 4=6 . . . . ( 6/1/75) 63.57 127,14 254,28 1271,40 2542,80 5.69 6,01 6,00
4-6 to 5-0 . . . . (12/1/75) 65.48 130,96 261,92 " 1309,60 2619,20 5,72 5.99 6.00
50 to 56 . . . . ( 6/1/76) 67,44 134,88 269,76 1348.80  2697.60 5.75 6,02 6.00
5-6 to 6=0 . . . . (12/1/76) 69,47 138.94 277.88 1389.40° 2778,80 5.77 6.02 6.00
6-0 to 6-6 . . . . ( 6/1/77) 71,56 143,12 286,24 1431.20 2862,40 5.79 5.98 6.00
6~6 to 7-0 . . . . (02/1/77) 73.70 147,40 294,80 1474,00 2948,00 © 5,81 6,00 6.00
7-0to 7-6 . . . . (-6/1/78) 75.91 151,82 303,64 1518,20 3036.40 5.82 6,01 6.00
7-6 to 8-0 . ., . . 12/1/78) 78,19 156,38 312,76 - 1563.80 3127,.60 5.83 5.99 6.00
80 Lo 8-6 . . . . ( 6/1/79) 80,53 161,06 322,12 1610.60 3221,20 5.84 6.01 6.00
8-6 to 9-0 . . . . (22/1/79) 82,95 165,90 331,80 1659.00 3318,00 5.85 6.00 6,00
9-0 to 9-6 . . + . ( 6/1/80) 85.44 170,88 341,76 1708.80 3417,60 5.86 5.99 6.00
9-6 tol0-0 -, . . . (12/1/80) 88,00 176,00 352,00 1760,00 3520.00 5,87 6,00 6.00
10-0 2/ . .. .. (6/1/8]) 90,64 181,28 362,56 1812.80 3625,60 ' 5.87 3/ — ’ —
1/ Month, day, ‘and year on which 1ssues of June 1, 1941, enter each period, For subsequent issue hs add the appropriate number -of months.

”/ Third extcnded matudty value reached at 40 years and 0 montha after isgue,
3/ Yield on purchase price from issue date to third extended maturity date is 3, 98 percent.

* For earlier redemption values and ylelds see appropriate table in Department Circular 653, 8th Revision, as amended and supplemented.
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BONDS BEARING ISSUE DATES FROM DEC. 1, 1941, THROUGH APR. 1

TABLR 4

1942

Issue price o o o o o o o o $18.75 $37.50 $75.00 $375,00 $750.00> Approximate fnvestment yield
Denomination o ¢ v o 0 .o . . 25,00 50,00 100.00 500.00 1000,00 (annual percentage rate)
i . . (2) From begin- . (3) From begin-. (4) From begin-
Period (1) Redemption values during each half-year period (values ine ning of current ning of each ning of each

(years and months after
‘second extended maturity at
30 years O months)

crease on first day of period)*

THIRD EXTENDED MATURITY PERIOD

wmaturity perfod Y%yr. perfod to

to beginning of beginning of

each ~yr, pd,

next 's-yr. pd,

%-yr. period
to 3rd extend-
ed matucity

2-0
2«6
3-0
3-6
4-0
4-6
~5«0
5=6
6-0
6-6

71-0-

7-6
8-0
8-6
9-0
9-€

10-0

to 26
to 3-0
to 3-0
to 4-0
to 4~6
to 5-0
to 5-6
to 6-0
to 6-6
to 7-0
to 7-6
to 8-0
to 8-6
to 9-0
to 9-6
col0-0
E7AN

S 64 6 s e 4 4 e 6 s s.s 6 e e e

D I T N B Y

D L T T P O S

1/(12/1/73)

T T T T

A 8/1/74)

(12/1/74)
( 6/1/75)
(12/1/75)
( 6/1/76)
(12/1/76)
( 6/1/77)
(12/1/77)
( 671/78)
(12/1/78)
(.6/1/79)
(12/1/79)
( 6/1/80)
(12/1/80)
( 6/1/81)
(12/1/81)

$57.26
58,97
60,74
62,56
64,44
66,38
68,37,
70,42
72,54
7%.71
76.95
79.26
81.64
84,08
86,61
89,20
91,88

$114,52
117,94

121,48 -

125.12
128.88
132,76
136,74
140,84
145.08
149,42
153,90
158.52
163,28

168.16 -

173.22
178,40
183,76

$229,04
235,88
242.96
250,24
257.76
265,52
273,48
281.68
290,16
398,84
307.80
317.04
326,56
336,32
346.44
356.80
367,52

$1145,20
1179.40
1214.80
1251,20
1288,80
1327.60
1367.40
1408,40
1450.80
1494,20
1539,00
1585,20
1632,80
1681,60
1732,20
1784,00
1837,60

$2290,40
2358,80
2429,60
2502,40
2577.60
2655,20
2734.80
2816,80
2901, 60
2988,40
3078,00
3170,40
3265.60
3363,20

3464,40 -

3568,00
3675.20

Percent
5.50
5.60
5.66
5.71
5.75
5.78
‘5,80
5.82
5.83
5.85
5.86
5.87

© 5,88
5.88
5.89
5.89
5.90 3/

Percent
3,97
6.00
5.99
6.01
6.02
6.00
6.00
65.02
5.98 .
6.00°
6.00
6.01
5.98
6.02
5.98
6.01

Percent
6,00
6,00
6.00
6.00

- 6.00
6,00
6.00
6,00
6.00
6.00
6.00
6,00
6.00
6,00
5.99
6.0L

1/ Month, day, and yeat'on vhich igsues of Dec, 1, 1941, enter each period, For gubsequent igsue months add the ap
2/ Third extended maturity value reached at 40 years and O months after issue,
3/ Yield on purchase price from issue date to third extended maturity date is 4,01 percent,

* For carlier redemption values and yields sec apptopriate.table in Department Circular 653, 8th Revision, as amended and supplémented.
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TABLE 5

BONDS BEARING ISSUE DATE MAY 1, 1942

Issue price < v v o o o o o $18,75 $37.50 $75.00 $375.00 $750.00 - Approximate inveetment yield
DenominAtion o o o ¢ o o o o 25,00 50.00 100,00 500,00 " 1000,00 (annual percentage rate)
(2) From begin- (3) From begin- (4) From begin-
Period (1) Redemption values during each half-year period (values in- ning of current ning of each ning of each

(years and months after
second extended maturity at
30 years 0 months)

crease on first day of period)®

THIRD EXTENDED MATURITY PERIOD

maturity period Y-yr. period to X-yr, period
to beginning of beginning of

each Y~yr, pd.

next d-yr, pd,

to 3rd extend-
ed. maturity

2-0
2-6
3-0
3-6
4-0
46
5-0
56
6-0
6=6
7-0
7-6
8-0
8-6
9-0
9-6
10-0

to
to
to
to
to
to
to
to
to
to
to
to
to
to
to

2-6
340
3-6
4-0
46
5=0
5-6
6-0
6=6
7-0
7-6
8-0
8-6
9-0
9-6

tol0-0
2/

@ % o o b 6 6 0 e s e s s e s e e

I A T A I I R T S

® 2 8 e 3 e 8 0 6 s s e 0 e e e

1/¢ 5/1/14)
(11/1/74)
( 5/1/15)
(11/1/75)
( 5/1/76)
(11/1/76)
( 5/1/77)
(11/1/77)
( 5/1/78)
(11/1/78)
( 5/1/79)
(11/1/719)
( 5/1/80)
(11/1/80)
¢ 5/1/81)
(11/1/81)
( 5/1/82)

© 6 6 0 2 0 8 0 0 0 0 0 s e e

$57.69
59.42
61,21
63.04
64,94
66,88
68,89
70.96
73,09
75,28
71.53
79.86
82,25
84.72
87.27
89,89
92,58

$115,38
118.84
122,42
126.08
129.88
133.76
137.78
141,92
146,18
150.56
155,06
159.72
164,50
169,44
174,54

© 179,78

185.16

$230.76
237,68
244,84
252.16
259,76
267.52
275.56
283.84
292.36
301.12
310.12
319,44
329.00
338,88
349,08
359,56
370,32

$1153.80
1188,40

1224,20 .

1260,80
1298.80
1337.60
1377.80
1419,20
1461.80
1505.60
1550,60
1597.20
1645,00

1694.40

1745.,40
1797.80
1851,60

$2307.60
2376,80
2448,40
2521, 60
2597.60
2675.20
2755.60
2838,40
2923,60

3011.20

3101.20
3194.40
3290,00
3388,80
3490.80
3595,60
3703.20

Percent

5.50
5,60
5.67
S.71
5.73
5.78
5.80

el
!\

Percent
6,00
6,02
5.98
6,03
5,97
6,01
6,01
6,00
5.99
5.,98
6,01
5.99
6.01
6,02
6,00
5,99

Percent
6,00
6,00
6.00
6.00
6,00
6,00
6,00
6,00
6.00
6,00
6,00
6.00
6.00
6,00
5.99
5.99

——

1/ Month, day, end year on vhich issues of May 1, 1942, enter each period.
2/ Third extended maturity value reached at 40 years and 0 months after issue,
3/ Yield on purchage price from iesue date to third extended maturity date is 4.03 percent,

* For earlier redemption values and ylelds see appropriate table in Depar:uen: Circular 653, Bth Revieion, as amended and nnppleﬁente{.
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TABLE 6

BONDS BEARING ISSUE DATES FROM JUNE 1 THROUGH Nov, 1, 1942

Isgsue price .+ & ¢« o ¢ o o & $18,75 $37.50 $75,00 $375.00 $750,00 Approximate investment yleld
Denomination o+ 4 o 4 4 » o 25,00 50,00 100.00 500,00 1000,00 : (annual percentage rate)
. (2) From begin= (3) From begin- (4) From begin-
Period (1) Redemption values during each half-year period (values in~ ning of current ning of each ning of each
(years and months after crease on first day of period)* maturity period !-yr, period to Js-yr. period
* second extended maturity at - to beginning of beginning of to 3rd extend-
30 years 0 months) - THIRD EXTENDED MATURITY PERIOD each %-yr, pd. next )~yr, pd. eod maturity
Percent "Percent Percent
1-6 to 2-0 , . . l/(12/1/73) $56,72 $113,44 $226,88 $1134.40 $2268.80 5.50 5.99 6,00
2-0 to 2-6 . . . . ( 6/1/74) 58,42 116,84 233,68 1168.40 .2336,80 5.62 6,03 6,00
2-6.to 3-0 . . . . (12/1/74) 60,18 120,36 240,72 1203.60 2407,20 5.70 5,98 6,00
3-0t0 3-6 ., .. . (6/1/75) 61,98 123,96 247,92 1239.60 2479,20 5.75 6,03 6,00
3-6 to 4~0 , . . . (12/1/75) 63.85 127,70 255,40 1277.00 2554,00 5.79 5.95 6,00
4=0 to 4-6 . . . . { 6/1/76) 65.75 131,50 263,00 1315.00 2630,00 5.81 6,02 - 6,00
46 to 5-0 . . . . (12/1/76) 67.73 135,46 270,92 1354,60 2709.20 5,83 6.02 6,00
5-0 to 5-6 . +.. o { 6/1/77) 69,77 139,54 279,08 1395.40 2790,80 5.85 5.96 6.00
5-6 to 6-0 . . . . (12/1/7D) 71,85 143,70 287,40 1437,00 2874.00 5.86 6,01 6,00
. 6«0 to 6-6 . . . o (6/1/78) . 74,01 148,02 . 296,04 1480,20 2960,40 - 5.87 6,00 . 6,00
6-6 to 7-0 . . . . (12/1/78) 76,23 152,46 304,92 1524.60 3049.20 5.88 6,01 6,00
7-0 to 7-6 . . . . ( 6/1/79) 78,52 157,04 314,08 1570,40 3140,80 5.89 5.99 6.00
7-6 to 8-0 . . . . (12/1/79) 80,87 161,74 323,48  1617,40 3234,80 5,90 6.01 6.00
8-0 to B-6 , ., . . (6/1/80) 83.30 166,60 333,20 1666,00 3332,00 5.91 6.00 6,00
-6 to 9-0 , , . . (12/1/80) 85.80 171,60 343,20 1716,00 3432,00 5.91 5,99 6.00
9-0 to 9-6 . .. . (6/1/81) 88,37 176,74 353.48 1767.40 3534,80 5.92 6,00 6,00
9-6 tol0-0 . ., ... (12/1/81) 91,02 182,04 364,08 1820,40 3640,80 5.92 6.00 6.00
10-0 2/« .00 (6/1/82) 93,75 187,50 375.00 1875.00 ~ 3750,00 - 5,92 3/ —— | -

1/ ttouth, day, and year on which issues of June 1, 1942, enter each period. For subsequent issue months add the appropriate numbcr of months.
'2/ Third extended maturity value reached at 40 years nnd 0 months after fasue.
3/ Yield on purchase price from 1ssue date to third exre-ded ma:utity date 1is 4,06 percent,

% For eurlier redemption values and yields see appropriate table in Department Circular 653, 8th néviaton, as amended and aAupplemented,

9%¢

X4ASVEYL THL 40 XUVLEYOUS THL 40 LY0dHY ¥L61




TABLE 7

BOMDS BEARING ISSUF DATES FROM DEC. 1, 1942, THROUCH MAY 1, 1943

Issue price e e s s e e s e
Nenomination o ¢ o v o o 4.

$18,75
25,00

$37.50
50.00

$75.00
100,00

$375.00
500.00

$750.00
1000.00

Approximate investment yield
(annual percentage rate)

Period
{ycars and months after
second extended maturity at
30 years O months)

(1) Redemption values during each half-year period (values in~
crease on first day of period)*

DIIRD EXTENDFD MATURITY PERIOD

(2) From begin- (3) Prom begin- (4) From begin-~
ning of current ning of each - ning of each
maturity period %-yr. period to J-yr. period
to beginning of beginning of to 3rd extend-
each Y-yr, pd. nunext Y-yr. pd. eod maturity

1-0 to 1-6 . . . 1/(12/1/73)
1-6 to 2-0 . . . . ( 6/1/74)
2-0 to 2-6 . . . . (12/1/74)
26 to 3-0 . . . . ( 6/1/75)
3-0 to 3-6 . . . . (12/1/75)
3-6 to 4-0 ., . . . ( 6/1/76)
4-0 to 4=6 . . . . (12/1/76)
4~6 to 5=0 . . . . ( 6/1/77)
5-0 to 5-6 . . . . (12/1/77)
56 to 6-0 , . . . ( 6/1/78)
6-0 to 6-6 . . . . (12/1/78)
6-6 to 7-0 . . . . ( 6/1/79)
70 to 7-6 . . . . (12/1/79)
7-6 to 8-0 .. . . . ( 6/1/80)
8-0 to 8-6 . . . . (12/1/80)
8-6 to ™0 . ... ( 6/1/81)
9-0 to 9-6 . . . . (12/1/81)
9-6 tol0-0 , . . . { 6/1/82)
10-0 2/ ..... (12/1/82)

$55.81
57.48
59,21
60,98
62,81
64,69
66,63
68.64
70.69
72,82
75.00
71.25
79.57
81,96
84,41
86,94
89,56
92.24
95.01

$111.62
114,96
118.42
121,96
125,62
129.38

133.26°

137.28
141.38
145,64
150.00
154,50
159.14

© 163,92

168.82
173.88

179.12

184,48
190.02

$223.24
229,92
236.84
243,92
251.24
258,76
266.52
274,56
282.76
291.28
300,00
309.00
318.28
327.84
337.64
347.76
358.24

368,96

380,04

$1116.20
1149,60
1184,20
1219,60
1256.20
1293.80
1332.60
1372.80
1413.80
1456.40
1500.00
1545,00
1591.40
1639.20
1683.20
1738.80
1791.20
1844,80
1900.20

$2232,40
2299,20
2368.40
2439,20
2512.40
2587.60
2665.20
2745.60
2827.60
2912.80
3000,00
3090.,00
3182.80
3278.40
3376.40
3477.60
3582.40
3689.60

. 3800.40

Percent Percent Percent
5.51 5.98 6,00
5.66 6.02 6.00
5.75 5.98 6.00
5.80 6.00 6,00
5.83 5.99 6,00
5.85 6.00 6.00
5.87 6,03 6,00
5.89 5.97 6.00
5.90 6,03 6,00
5.91 5.99 6.00
5.92 6,00 6,00
5.92 6.01 6.00
5.93 6.01 6.00
5.93 5.98 6.00
5.94 5.99 6.00
5.94 6,03 6,01
5.95 5.98 6.00
5.95 6.01 6.01
5.95 3/ —_ —_—

1/ Month, day, and year on which issues of Dec, 1, 1942, enter each period. For subsequent issue months add the
2/ Third extended maturity value reached at 40 years and 0 months after {ssue, .
3/ Yield.én purchase price from issue date to third extended maturity date 1s 4.10 percent,

appropriate number of months.

* Por carlier redemption values and yields see appropriate table in Department Circular 653, 8th Revision, as amended nndﬂsqpple-ented.
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TABLE 8

BONDS BEARING ISSUE DATES FROM JUNE 1 THROUGH ROV, 1, 1943

Issue price . . ¢ ¢ o ¢ o o $18,75 $37.50 $75.00 $375;00 $750.00 Approximate investment yield

Tenomination . . . . ¢ o o o 25,00 50,00 100,00 500,09 1000,00 . (annual percentage rate)
. (2) Prom begin- (3) Prom begin-~ (4) Prom begin-
Period (1) Redemption values during each half-year period (values in— ning of current ning of each ning of each
(years and months after crease on firast day of period)® maturity period Y-yr. period to X-yr. period
second extended maturity st to beginning of beginning of to 3rd extend-
30 years 0 months) THIRD EXTENDED MATURITY PERIOD . each %~yr. pd, next Y-yr. pd. ed maturity
. Percent Percent Percent
n-6 to 1-0 ., . 1/(12/1/73)  §54.89 $109.78 | $219.56 $1097.80 $2195,60 5.50 6.01 6.00
1-0 to 16 . . . . ( 6/1/74) 56,54 113.08 226,16 1130,80 2261.60 5.76 5.98 6.00
1-6 to 2-0 . . . . (12/1/74) 58,23 116,46 232,92 1164.60 2329,20 5.83 . 6,01 6.00
2.0 to 2-6 . ., . . ( 6/1/1S) 59.93 119.96 239,92 1199,60 2399,20 5.88 6.00 6.00
2-6 to 3-0 . ... . (12/1/75) 61,78 123,56 247,12 1235,60 2471.20 5.90 5.99 6,00
I-0to3-6 .. .. (6/1/76) 63.63 127,26 254,52 1272,60 2545,20 5.92 6.00 6,00
36 to 4-0 . . . . (12/1/76) 65.54 131.08 262.16 1310.80 - 2621,60 5.93 6.01 6.00
4-Dto b=6 . . .. (6/1/T]) 67,51 135,02 270,04 1350,20 2700,40 5.94 5.98 ' 6.00
4~6 to 5-0 . . . . (Q2/1/77) | 69.53 139,06 278,12 1390,60 2781,20 5.94 6,01 6,00
50 to 5-6 .. . . ( 6/1/73) 71.62 143,24 . 286,48 1432,40 . 2864.80 5.95 6.00 6.00
5-6 to 6-0 . ., , . (22/1/78) 73.77 147,54 295,03 1475.,40 2950.80 5.96 5.99 6.00
f-0to 6-6 .. . . ( 6/1/79) 75.98. 151,96 303,92 1519.60 3039,20 5.96 6.00 6,00 -
6-6 to 7-0 . . . . (22/1/79) 78.26 156,52 313,04 1565.20 3130.40 5.96 6.01 6.00
. 71-0to 7-6 ... . (6/1/80) 80,61 161,22 322,44 1612,20 3224 .40 5.96 6.00 6,00 °
7-6 to 8-0 . , ., . (12/1/80) 83,03 166,06 332,12 1660,60 3321,20 5.97 5.97 6.00
8-0 to 8-6 . ... (6/1/81) 85,51 171,02 342,04 1710,20 3420,40 5.97 6,01 6.00
8-6 to 9-0 . . . . (12/1/81) 88,08 176.16 352,32 1761.60 3523,20 5.97 5.99 6.00
=0 to 9-6 . .. . ( §/i/82) 90.72 181.44 362,88 1814,40 3623,.80 5.97 6,02 6.01
9-6 tol0-0 . . . . (12/1/82) 93,45 186.90 373.80 1869,00 3738,00 5.97 5.99 5.99
100 2/7 ... .. ( 6/1/83) 96,25 192,50 385 00 1925,00 3850,00 5.98 3/ — —

1l Honth day, ‘and year on which issues of June I, 1943 enter each petiod. For subsequent 1ssue wonths add the apptoprhte number of months,
"/ Third extended maturity value reached at 40 years and 0 months after issue.
1/ Yield on purchase pricé from issue date to third extended maturity date 1s 4,13 percent,

* For earlier redcmption values and yields see appropriate table in Department Circulat 653, 8th Revision, as amended and supplcmented,
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TABLE 9

TONDS BEARING ISSUE DATES FROM DEC, 1, 1943, THROUCH MAY 1, 1944

Issue price .+ o o ¢ o o o o $18.75 $37.50 $75.00 $375.00 . $750.00 Approximate investment yield
Denomination , . ¢ o o o o o 25,00 .50.00 100.00 500,00 1000, 00 (annual percentage rata)
. . (2) From begin- (3) From begin~ (4) From begin-
Perfod (1) Redemption values during each half-year periocd (values in- ning of current niag of each ning of each

(years and months after
second extended maturity at

crease on first day of perfod)

maturity perfod %~yr, period to -yr. period
to beginning of beginning of

‘to 3rd extend-

30 years 0 months) THIRD EXTENDED MATURITY PERIOIA* each Y~yr. pd. next %yr. pd. ed maturity
: Percent Percent Pcrcent
0-0 to 0~6 . . . 1/(12/1/73) $53.99 $107,98 $215.96 $1079,.80 $4159.60 —— 6.00 6.00
0-6 to 1-0 . , , . ( 6/1/74) 55.61 111.22 222,44 1112,20 2224,40 6,00 6,01 6.00
1-0 to 1-6 . , . . (12/1/74) 57.28 114,56 229,12 1145,60 2291,20 6.00 6.01 6.00
1-6 to 2-0 . . . . ( 6/1/75) 59.00 118,00 236,00 1180,00 2360,00 6.00 6,00 6.00
2-0 to 2-6 . . . . (12/1/75) 60,77 121,54 243,08 1215,40 2430,80 6.00 5.99 6.00 -
2-6 to 3-0 , , . . (6/1/76) 62,59 125,18 250,36 1251,80 2503,60 6,00 6,01 6.00
3-0 to 3-6 . . . . (12/1/76) 64,47 128,94 257.88 1289.40 2578,80 6,00 5.99 6,00
36 to 4=0 , . . . ( 6/1/T]) 66,40 132,80 265.60 1328.00 2656,00 6,00 5.99 6.00
-0 to 4=6 . . . . (12/1/77) 63.39 136.78 273,56 1367.80 2735,60 6,00 6,00 6.00
4-6 to 50 . . . . ( 6/1/78) 70,44 140,88 281,76 1408,80 2817,.60 6.0C 6,02 6.00
5-0 to 56 . . . . (12/1/78) 72,56 145,12 290,24 1451,20 2902,40 6.00 5.98 6,00
5-6 to 6~0 . . . . ( 6/1/79) 74.73 149,46 298,92 1494,60 2989,20 6.00 6.02 6.00
6-0 to 6-6 . . . . (22/1/79) 76.98 153,96 307,92 1539.60 3079.20 6,00 6.00 6,00
6<6 to 7-0 . . . . ( 6/1/80) 79,29 158,58 317,16 1585,80 3171,60 6,00 5.98 6.00
7-0 to 7-6 . ., .-(22/1/80) 81,66 163,32 326,64 1633,20 3266,40 6,00 6.00 6.00
7-6 to 8~0 . . . . (6/1/81) 84,11 168,22 336.44 1682.20 3364.40 6.00 6,02 6,00
8-0 to 8-6 . . . . (12/1/81) 86,64 173.28 ' 346,56 1732,.80 3465.60 6,00 6.00 6,00
8-6to9-0 . .. . (6/1/82) 89,24 178,48 356,96 1784,80 3569,60 6.00 . 5.98 6,00
9-0 to 9-6 . . . . (12/1/82) 91,91 . 183,82 367,64 1838,20 3676,40 6.00 6.01 6,00
9-6 tol0-0 . . . . ( 6/1/83) 9,67 189,34 378,68 1893,40 3786.80 6.00 6.00 6,00
10-0 2/ . o o o (12/1/83) 97.51 195,02 390,04 1950,20 3900.40 6,00 3/ —— —

1/ Month, day, and year on vhich issues of Dec. 1, 1943, enter each period. For snbsequent 1ssue months add the appropr!ate number of months.
2/ Third extended maturity value reached at 40 years and O months after {ssue,
3/ Yield on purchase price from issue date to third extended natutity date is 4,16 percent,

*% Thia table does not apply if the prevailing rate for Scries E bonds being iesued at the time the extension begins ie different from 6,00 percent,
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Issue price o+ . o o o ¢ o o
Denomination .+ &+ o « o & o o

TABLE 10
BONDS BEARING ISSUE DATES FPROM JUNE 1 THROUGH NOV, 1, 1944
$7.50 $18,75 $37.50 $75.00 $375.00 $750,00
10,00 25,00 50,00 100,00 500,00 10600,00

Approximate investment yleld
(annual percentage rate)

Period
{years and months after
first extended maturity at
20 years O months)

(1) Redemption values during each half-year period (values fo-
creagse on first day of period)*

(2) From begin- (3) From begin- (4) From begin-

9-6 told~0 . . . 1/(12/1/71)
10-0 2/ ... .7 (6/1/74)

SECOND EXTENDED MATURITY PERIOD

$21.05 $52.63 $105.26 $210,52 $1052,60 $2105,20
21.87 54.67 109,34 218.68 1093.40 2186,80

ning of current ning of each ning of each

maturity period -yr. period to ‘s~yr, pd. (a)

to beginnizg of begiunning of to 2nd extend-

each Y-yr, pd. next Y-yr. pd. ed maturity
Percent’ Percent Pexcent
4,49 -1.75 7.75

4,65 3/ -— ——

(ycars and months after
2nd extended maturity date)

" THIRD EXTENDED MATURITY PERIQOD**

(b) to 3rd ex- -

tended maturity

0-0 to =6 . . . . ( 6/1/74) $21.87 $54,67  $109.34 $218,68 $1093.40 $2186,80 — 6.00 6.00
0-6 to 10 . . . . (12/1/74) 22,52 56.31 - 112,62 225.24 1126,20 2252,40 6,00 6,00 6.00
1-0to 1-6 . . ., . ( 6/1/75) 23.20 58,0¢ 116,00 232.00 1160,00 2320.00 6,00 6.00. 6.00
1-6 to 2-0 . . . . (12/1/75) 23,90 59.74 119.48 238,96 1194,.80 2389.60 6.00 5.99 6.00
2-0to 26 . i . . ( 6/1/76) 264,61 61,53 123,06 246,12 1230.60 2461.20 6.00 6,01 6,00
2-6 to 3-0 , . . . (12/1/76) 25,35 63,38 126,76 253.52 1267.60 2535,20 6,00 6,00 6,00
3-0to 36 . ... (6/1/77) 26,11 65,28 130,56 261.12 1305,60 2611,20 6,00 6.00 6,00
3-6 to 40 . . . . (12/1/77) 26,90 67.24 134,48 268,96 . 1344,.80 2689.60 6.00 5.98 6,00
4=0 to 4~6 . . . . ( 6/1/78) 27.70 69,25 138,50 277,00 1385,00 2770,00 6.00 6,01 6.00
46 to.5-0 . . . . (12/1/78) 28,53 71,33 142,66 285,32 1426,60 2853,20 6,00 -6.00 6,00
5=0 to 56 . . . . (6/1/79) 29.39 73.47 146,94 293,88 1469.40 2938,80 6.00 6,02 6.00
5-6 to 6~0 . ., . . (12/1/79) 30,27 75.68 151,36 302.72 1513,60 3027.20 6,00 6.00 6.00
6-0 to 66 ., . . . (.6/1/80) 31.18 77,95 155.90 311.80 1559.00 3118,00 6.00 5,98 6.00
6-6 to 7-0 , . . . (12/1/80) 32.11 80,28 160,56 321,12 1605,60 3211,20 6.00 6.00 6.00
1-0to 7-6 . ., . ( 6/1/81) 33.08 82.69 165.38 330.76 1653.80 3307.60 6.00 . 6.00 6.00
7-6 to 8=0 . , . . (12/1/81) 34,07 -83.17 170,34 340.68 1703,40 3406.80 6.00 6,01 6,00
8-0 to 8-6 ., . . . ( 6/1/82) 35,09 87.73 175,46 350.92 1754.60 3509,20 6,00 6.00 6.00
8-6 to 9~0 . . . . (12/1/82) 36,14 90,36 180,72 361,44 1807.20- 3614,40 6,00 6,00 6,00
9-0 to 96 . . . . ( 6/1/83) 37.23 93,07 186,14 372.28, 1861.40 3722,80 6,00 6,00 6,00
9-6 tolo~0 . . . . (12/1/83) 38,34 95.86 191,72 383.44 1917.20 3834,40 6,00 6,01 6,01
100 4/ o4 ... (6/1/84) 39,50 98,74 197,48 394,96 1974.80 3949,60 6,00 3/ — —
1/ Month, day, and year on which issues of June 1, 1944, enter each period. For subseq . 1gsue hs add the appropriate aumber of months,

2/ Second extended maturity value reached at 30 years and O months after issue.
3/ Yield on purchase price from issue date to 2nd extended maturity date 1s 3.60 percent; to 3rd extended maturity eate 10 4,20 percent.
6/ Third extended mturity value reached at 40 years and 0 months after issue.

* Por earlier redemption values and yields see appropriate table in Department Circular 653. 8th Revision, as amended and supplemented. )
*% This table doecs not apply if the prevailing rate for Series E bonds being issued at the time the extension begine 1s different from 6.00 percent.
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TABLE 11

BONDS BEARING ISSUE DATES FROM DEC, 1, 1944, THROUGH MAY 1, 1945

Issue price o v o s 0 s 0 o §7.50 $18.75 $37.50 $75.00 $375.00 $750,00 Approximate investment yield
Denomination o+ o+ o s o o « o . 10,00 25,00 50,00 100,00 500,00 1000.00 (annual percentage rate)
(2) From begin~ (3) From begin- (4) From begin-
Period (1) Redemption values during each half-year period (values in- ning of current ning of -each ning of each
(years and months after crease on first day of period)* maturity period l~yr, period to Y-yr. pd, (a)
first extended maturity at to beginning of beginning of to 2nd extend-
20 years 0 months) SECOND EXTENDED MATURITY PERIOD each Y-yr. pd. next %-yr. pd. ed maturity
Percent Percent Percent
9-0 to 9-6 . . . 1/(12/1/73) $20.64 $51.60 $103.20 $206.40 $1032.00 $2064.,00 4,49 6.51 7,23
9-6 tol0-0 , . . . ( 6/1/74) 21,31 53,28 106.56 213.12 1065.60 2131.20 4,60 7.96 7.96
16-0 2/ . ... . QA2/1/7%) 22,16 55.40 110,80 221,60 1108.00 2216.00 4,77 3/ —— —
(years and months after (b) to 3rd ex-
2nd extended maturity date) . THIRD EXTENDED MATURITY PERIOD** / tended maturity
0-0to 0-6 . . . . (12/1/74) $22.16 $55.40 $110.80 §221.60 $1108,00 $2216.00 —m—— 5,99 6,00
0~6 to 1-0 ., . . . ( 6/1/75) 22,82 57.06 114,12 228,24 1141,20 2282.40 5.99 5.99 6,00
10 to 1-6 . . . . QQ2/1/75) 23,51 58.77 117.54 235,08 1175.40 2350.80 5,99 6,02 6.00
1-6to 2-0 . ., . ( 6/1/76) 26,22 60,54 121.08 242,16 1210.80 26421,60 6.00 5.98 6,00
20 to 2-6 . . , . (12/1/76) 24,94 62,35 124.70 249,40 1247,00 2494,00 6,00 6,00 6.00
26 to 3«0 . . . . (6/2/77)" 25.69 64,22 128.44 256,88 1284,40 2568,80 6.00 6,01 6.00
3-0 to 3-6 . . .. (Q2/1/71) 26,46 66.15 132.30 264,60 1323.00 2646.00 6,00 6,02 - 6.00
3-6 to 4~0 . . . . ( 6/1/78) 27,26 68,14 136.28 272.56 1362,80 2725.60 6,00 5.99 6.00
4-0 to 4=6 , . . . (12/1/78) 28,07 70,18 140,36 280.72 1403.60 2807,20 6,00 5.98 6,00
46 to 50 . . . . ( 6/1/79) 28,91 72,28 144,56 289,12 1445,60 2891.20 6,00 6.00 6.00
5-0 to 5-6 . . . . (12/1/79) 29,78 74,45 148.90 297,80 1489,00 2978,00 6,00 6,02 6.00
5«6 to 6=0 , . . , { 6/1/80) 30,68 76,69 153.38 306.76 1533,80 3067.60 6,00 6,00 6.00
6-0 to 6-6 , . ., . (12/1/80) 31.60 78.99 157.98 315.96 1579.80 3159.60 6,00 6.00 6,00
6-6 to 7-0 . . ... ( 6/1/81) 32.54 81,36 162,72 325,44 1627,20 3254,40 6,00 6.00 6,00
7-0 to 7-6 ., . . . (12/1/81) 33.52 83,80 167,60 335,20 1676.00 3352.00 6,00 5.99 6,00
7-6 to 8-0 ., . . . ( 6/1/82) 34,52 86,31 172,62 345,24 1726,20 3452,40 6.00 6,00 6,00
8-0 to 8-6 . . . . (12/1/82) 35,56 88,90 177.80 355,60 1778.00 3556.00 6,00 6,01 6.00
86 to 9-0 . . . . ( 6/1/83) 36,63 91.57 183.14 366.28 1831.40 3662,80 6.00 5,98 6,00
9-0 to 9-6 , . , . (12/1/83) 37.72 94.31 188,62 377.24 1886.20 3772.40 6,00 6,00 6,01
9-6 tol0-0 , ., . . ( 6/1/84) 38.86 97.14 194,28 388.56 1942,80 .3885.60 6,00 6,01 6,01
100 4/ ... .. (12/1/84) 40,02 100.06 200.12 400,24 2001.20 4002,40 6.00 3/ —— —

1/ Month, day, and year on which issues of Dec. 1, 1944, enter each period. For subsequent issue months add the appropriate number of months,
2/ Second extended matutity value reached at 30 years and 0 months after issue. .
3/ Yield on purchase price from issue date to 2nd extended maturity date is 3.64 percent; to 3rd extended maturity eate is 4,23 percent.
4/ Third extended maturity value reached at 40 years and O monthe after issue, .

* For earlicr redemption values and yields sce appropriate table in Department Circular 653, 8th Revision, as amended and supplemented.
** This table does not apply if the prevailing rate for Series B bonds being iseued at the time the extension begins is different from 6.00 percent.
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TARLE 12

BONDS BPARING ISSUE DATES FROM JUNE 1 THROUGH NOV. 1, 1945

Issue prica. v o o v o o 0 o $7.50 $18.75  $37.50 $75,00 $150,00 $375.00 $750,00 Approximate investment yield
Denomination o o o o« o o o o 10,00 25,00 50,00 100,00 200,00 500,00 1000,00 (annual percentage rate)
(2) From begin~ (3) From begin- (4) From begin-
.Period (1) Redemption values during each half-year period (values fn- ning of current ning of each ning of each’
{years and months after . crease on first day of perifod)* ’ naturity perfiod ~yr. perfod to k4~yr. period
first extended maturity at to beginning of beginning of to 2nd extend-
20 years 0 months) SECOND EXTENDED MATURITY PERIOD . each L-yr, pd. next 4yr. pd. ed maturity
. ’ : Percent Percent Percent
8-6 to 9-0) . . . 1/(12/1/73) $20.26 $50,66 $101.32 $202,64  $405.28 $1013,20 $2026,40 4,51 6.40 . 6,98.
"9«0 to 9%6 -, . . ( 6/1/74) 20,91 52,28 104,56 209,12 418,26  1045,60 2091,20 4,61 6.50 7.27
9-6 tol0-0" , ., . ., (12/1/74) 21,59 53,98 107,96 215,92 431,84 1079.60 2159,20° S 4,7 8,04 . - 8,04
10-0 2/ .. .. . 6/1/75) 22,46~ 56,15 112,30 224,60 449,20 1123,00 2246,00 4.88 3/ — ———

1/ Month, day, and vear on vhich issues of June 1, 1945, enter each peried. For subéequént igsue months add the appropriate number of months.
2/ second extended maturity value reached at 30 years and 0 months after issue,
3/ Yield .on purchase price from issué date to gsecond extended maturity date is 3,69 percent,

* TFor earlier redemption values and yields sce appropriate table in Department Circular 653, 8th Revisi&n, as amended and supplemented,
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TABLE 13

BONDS BEARING ISSUE DATES PROM DEC, 1, 1945, THRNUGH MAY 1, 1946

Issuc price e 4 e s o6 o
Nenomination . o ¢ o o o o »

$7,50 $18,75 $37,50 $75.00  $150.00  $375.00 $750,00
10,00 25,00 50,00 100,00 200,00 500,00 1000.00

Approximate investment yield
(annual percentage rate)

. Period
(years and months after
first extended naturity at
20 yeara 0 nonths)

(1) Redemption values during each half-year period (values in-
crease on first day of period)*

SECOND EXTENDFD MATURITY PERIOD

(2) From begin-
ning of current
maturity period
to beginning of
each Y4-yr. pd,

(3) From begin- (4) From begin-

ning of cach
Y%-yr. period to
beginning of
next '-yr, pd.

ning of each

- d=yr. period

to 2nd extend-
ed maturity

8-0 to 8-6 . . . 1/(12/1/73)
86 to 9-0 . . . . (6/1/74)
9-0 to 9-6 . . . . (12/1/74)
9-6 tol0-0 . , . . { 6/1/75)
10-0 2/ ... .. (Q2/1/75)

$20,10  $50,25 $100,50 $201,00 $402,00 $1005.00 $2010,00
20,72 51,81 103.62 207.24 414,48  1036,20 2072.40
21,38 53,44 106,88 213.76 427,52  1063,80 2137,60
22.07 55,18 110,36 220.72 441,446 1103,60 2207,20
22,96 57,41 114.82 229.64 459,28 - 1148,20 2296,40

Percent
4,66
4.75

. 4,83
4,92
5.08 3/

Percent
6.21
6.29
6.51
8.08

Percent
6.77
6,96
7.30
8,08

1/ Honth, day, and year on which issues of Dec, 1, 1945 enter each perioed, For suhsequent 1ssuc months add the appropriate number of months,
Z/ Second extended maturity value reached at 30 years and 0 months after issue.
3/ Yield on purchase price from issue date to second extended maturity date is 3, .77 percent.

* For earlier redemption values and ylelds see appropriate table in Department Circular 653, 8cth Revision, as amended and supplemented,
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TABLE 14

BOMDS BEARING ISSUE DATES FROM JUNE 1 THROUGH NOV, 1, 1946

Issue price v e e e s e
Denonination <« ¢ o o o o 4 »

$7.50 $18,75  $37.50 $75,00 $150.00 $375.00 = $750.00
10.00 25,00 . 50,00 100,00 200,00 500,00 100,00

Approximate investment yield
(annual percentage rate)

(1) Redemption values during each half-.yeat period (values in-

(2) Prom begin-

(3) From begin~ (4) From begin-

Period ning of current ning of each ning of each
(ycars and months after - crease on first day of period)* maturity period l!~yr, period to ls-yr, period
€irst extended maturity at - to beginning of beginning of to 2nd extendw
20 years. 0 months) SECOND EXTENDED MATURITY PERIOD each 4-yr, pd. next 4-yr, pd. ed maturity
) . - Percent Percent Percent

7-6 te 8-0 . . . 1/(12/1/73) $19.74  $49,36 $ 98,72 - $197,446  $394.88  §987,20 $1974.40 4,67 6,08 ° 6.67
8-0to 8<6 .. .. (6/1/74) 20,34 50.86 101,72 203,44 406,88 1017.20 2034.40 4,76 6.25 6.82
8-6 to 9-0 . ., . . (12/1/74) 20,98 52,45 104,90 209.80. 419,60 1049,00 2098,00 4,84 6,37 7.00
9-0 to 9~6 . . . . (6/1/75) 21,65 54,12 . 108,24 216.48 . 432,96 1082,40 2164,80 4.93 6,47 7.33
9-6 tol0-0 ., . . .- (12/1/75) 22,35 55.87 111,74 223,48 446,96  1117,40 2234,80 5.01 8.20 8.20
10-0 2/ ... .. (6/1/76) 23,26 58,16 116,32 232.64 465.28 1163,20 2326,40 5.17 3/ —— —

_]_._/‘Honth, 'day, ani:l_year on which issues of June 1, 1946, enter each period, For subsequent issue months add the appropriate number of months.
2/ Second extended maturity value reached at 30 years and 0 months after issue.
3/ Yield on purchase price from issue date to second extended maturity date is 3.81 percent.

# For earlier redemption values and yields see appropriate table in Department Circular 653, 8th Revision, as amended and supplemented.
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TABLE 15

BONDS BEARING ISSUE DATES FROM DEC. 1, 1946, THROUGR MAY 1, 1947

Issue price . o o o o o o » $7.50 $18,75 §37.50 $75.00 $150,00 $375,00 $750,00 Approximate investment yield
Denomination .« « o o o o & o 10.00 25,00 50,00 100,00 200.00 500,00 1000,00 (annual percentage rate)
- (2) From begin- (3) From begin~- (4) Prom begin~
Period (1) Redemption values during each half-year perind (values in=- ning of current ning of each ning of each
(years ard months after . crease on first day of perfod)* maturity perfod X-yr. pertod to !4=yr. period
first extended maturity at - - to beginning of beginning of to 2nd extend-
20 years () months) SECOND EXTENDED MATURITY PERIOD each Y=yr. pd, next Y4~yr, pd, ed maturity
’ . Percent Pércent Percent
7-0 to 7-6 . . . 1/(12/1/73) $19,40  $48,50 § 97,00 $194,00 $388,00 $970.00  $1940,00 4,68 6.10 6.62
7-6 to 8-0 ., , . (6/1/74) 19.99 49,98 99.96 199,92 399.84 999.60 1999.20 4,78 6,16 6,72
"8-0 to 8-6 . . . . (12/1/74) 20,61 51,52 103,04 206,08 412,16  1030.40 2060.80 4.86 6.29 6.86
8+6 to 9-0 . . . . ( 6/1/75) 21.26 53,14 106,28 212.56 425,12 1062.80 2125,60 4,95 6.36 7.05
9+0 to 9-6 . . . . (12/1/75) 21,93 54,83 109,66 219.32 438.64 1096.60 2193,20 5.02 6.46 7.40
9-6 tol0~0 ., ., ., . ( 6/1/76) 22,64 56,60 113,20 226.40 452,80  1132,00 2264.00 5.10 8.34 8.34
10-0 2/ ... .. (Q2/1/76) 23,58 58,96 117,92 235,84 471,68 1179.20 2358,40 5.26 3/ —-—— —

1/ Month, day, and year on vhich issues of Dec., 1, 1946, enter each period. For subsequent issue months add thebappropriate number of months.
2/ Second extended maturity valuc reached at 30 years and 0 months after issue,
3/ Yield on purchase price from issue date to second extended maturity date is 3.86 percent,

* For earlfer redemption values and yields see appropriate table in Department Circular 653, 8th Revision, as amended and supplemented.
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TABLE 16

BONDS BEARING ISSUE DATES FROM JUNE 1 THROUGH NOV, 1, 1947

Issue price 4 o o ¢ ¢ s o o
Denomination . & o ¢ ¢ o o &

$7.50 $18.75 $37.50, §75.00 $150,00 $375,00 $750.00 Approximate invegtment yield
10.00 25.00 50.00 100.00 200,00 500,00 1000,00. (annual percentage rate)

. (2) Prom begin- (3) Prom begin~ (4) From begin-
. (1) Redemption values during each half-year period’(values in~ ning of current ning of each ning of each

Period
(years and months after crease on first day of period)* maturity perifod X-yr. period to ‘!s~yr. period
first extended maturity at to beginning of beginning of to 2nd extend=-
20 years 0 months) SECOND EXTENDED MATURITY PERIOD each Y%~-yr. pd, next 4-yr. pd., ed maturity
. Percent Percent Percent

66 to 7-0 , . . 1/(12/1/73) $19,07.  $47,67 $ 95,34 $190.68 $381,36 $953.40 $1906.80 4,71 6,04 6.56
7-0to7-6 . . . . ( 6/1/74) 19,64 49,11 98,22 196,44 392,88 .- 982,20 1964,40° . 4,80 6.07 6,65
7-6 to 8-0 .. .., . (12/1/74) 20,24 50,60 101,20 202,40 404,80 1012,00 2024,00 4.89 6.25 6.77
8-0 to 8-6 , , . . ( 6/1/75) 20,87 52,18 104,36 208,72 417,44 1043,60 2087,20 4,97 6,25 6,90
8-6 to 9-0 ., . . . (12/1/75) 21,52 53,81 107.62 215.24 430,43 1076.20 2152,40 5.05 6,43 7.12
9-0 to 9-6 . . . . ( 6/1/76) 22,22 55,54 111,08 222,16 444,32 1110,80 2221,60 S.12 . $.48 7.46
96 tol0-0 . . . . (12/1/76) 22,94 57.34 114,68 229,36 458,72  1146.80 2293,60 5.19 8,44 . 8,44
10-0 2/ o .44 s (6/1/77) 23,90 59.76 119,52 239,04 478,08 1195.20 2390,40 5.35 3/ —— ————

1/ Month, day, and year on vhich issues of June 1, 1947, enter each period, For subsequent issue months add the appropriate numbet of months,
2/ Second extended maturity value reached at 30 years and O months after issue,
3/ Yield on purchase price from issue date to second extendcd maturity date is 3,90 percent.

* For earlier redemption values and yields sce appropriate table in Department Circular 653, 8th Revision, as amended And supplemented.
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TABLE 17

BONDS BEARING ISSUE DATES FROM DEC. 1, 1947, THROUGH MAY 1,

1948

Approximate investment yield

Issue Price . o o o o o o o $7.50 $18,75  $37,50 §75.00  $150.00  $375.00 $750,00

Denomination o « o o o o o o 10,00 25,00 50,00 100,00 200,00 500,00 1000,00 (annual percentage rate)
) . - (2) Prom begin- (3) From begin- (4) From begin-
Period (1) Redemption values during eack half-year period (values in- ning of current ning of each ning of each

(years and months after

first extended maturity at

20 vears 0 nmonths)

crease on first day of period)*

SECOMD EXTENDED MATURITY PERIOD

‘maturity period !s=yr, peried to
to beginning of beginning of
each Y4-yr, pd. next Y4-yr. pd.

%-yr. period
to 2nd extend-
ed maturity

9-6
10-0

.
.
.
.
.
.
.

.
.
.
.
.
.
.
.

P Y

1/(12/1/73)
- (6/1/74)
.« (12/1/74)
« € 6/1/75)
. (12/1/