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MEMORANDUM FOR 

FROM: 

SU;BJECT: 

THE WHITE HOUSE 

WASHINGTON 

March 12, 1976 

THE PRES\E~T 

JIM CANNO~ 

, 

ACTION 

H.R. 11893 - Temporary Increase 
in Public Debt Ceiling 

Attached for your consideration is H.R. 11893, sponsored 
by Representative Ullman, which increases the temporary 
debt limit from $595 billion to $627 billion through 
June 30, 1976 and makes other changes to provide needed 
flexibility in Treasury's debt management operations. 

A discussion of the enrolled bill is provided in OMB's 
enrolled bill report at Tab A. 

OMB recommends approval as soon as possible, since the 
existing temporary increase in the debt ceiling expires 
March 15, 1976 and the ceiling will revert to the 
permanent limit of $400 billion. Bill Seidman, Max 
Friedersdorf, Counsel's Office (Lazarus) and I concur 
in OMB's recommendation. 

RECOMMENDATION 

That you sign H.R. 11893 at Tab B. 

Digitized from Box 41 of the White House Records Office Legislation Case Files at the Gerald R. Ford Presidential Library



EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

i976 

MEMORANDUM FOR THE PRESIDENT 

Subject: Enrolled Bill H.R. 11893 - Temporary increase 
in public debt limit 

Sponsor- Representative Ullman (D), Oregon 

Last.Day for Action 

Recommend action as soon as possible, since the existing 
temporary increase in the debt ceiling expires 
March 15, 1976 and the ceiling will revert to the permanent 
limit of $400 billion. 

Purpose 

Increase the temporary debt limit from $595 billion to 
$627 billion through June 30, 1976 and make other changes 
that will provide needed flexibility in Treasury's debt 
management operations. (No change is made in the 
permanent debt limit of $400 billion.) 

Agency recommendation 

Office of Management and Budget Approval 

Department of the Treasury Approval (informally) 

Discussion 

The Administration requested that the Congress enact a 
temporary debt limitation of $645 billion through 
September 30, 1976 or not less than $630 billion through 
June 30, 1976. 

The Administration also requested two changes in legislation 
to provide needed flexibility in Treasury's debt management 
operations: 

an increase from $10 billion to $20 billion in the 
statutory limitation on the amount of bonds held by 
the public with interest rates in excess of 4-1/4 percent; 
and 



THE WHITE HOUSE 

WASHINGTON 

3/15/76 

Mr. Linder: 

Hal Eberle, 964-2037, 

would like to be notified when 

H. R. 11893 is signed by the 

President. 



an increase from 7 years to 10 years in the 
authorized maximum maturity of Treasury notes. 
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On February 25, 1976, the House passed H.R. 11893 by a vote 
of 212 to 189, providing: 

an increase in the temporary debt limitation to 
$627 billion through June 30, 1976; 

an increase from $10 billion to $12 billion (rather 
than the requested $20 billion) in the amount of 
Federal long-term debt that may be issued at an 
interest rate greater than 4-1/4 percent; and 

the requested increase from 7 years to 10 years in 
the authorized maximum maturity of Treasury notes. 

H.R. 11893 also contains a provision (Sec. 4), introduced by 
Representative Stark (D.-Calif.) and not supported by the 
Administration, requiring that the investment yield on 
series E savings bonds held for 60 days or more be no less 
than 4 percent per year, compounded semi-annually. This 
provision adds nearly $30 million per year to interest costs 
on the Federal debt and increases the cost of administering 
the savings bond program. 

On March 11, 1976, by a voice vote, the Senate approved 
H.R. 11893 without amendment. 

The enrolled bill contains a little less than the Administra
tion requested in the debt ceiling, much less in the 
exemption of long-term debt from the 4-1/4 percent ceiling, 
and the 4 percent flow on the investment yield on series E 
savings bonds. On the other hand, an increase in the 
temporary debt limitation is absolutely essential now, and 
the improvements the bill permits in Treasury's debt 
management operations have been sought for some time. 
Accordingly, both Treasury and OMB recommend prompt approval 
of the enrolled bill. 

q~)n.<J-~ 
/fames M. Frey / 

Assistant Director for 
Legislative Reference 

./ .l) 

, .. ~~- '-
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£1(,.;-till!f,r~~ 1 EXECUTIVE OFFICE OF THE PRESIDENT 
. OFFICE OF MANAGEMENT AND BUDGET 

DATE: 3-17-7 6 

TO: Bob Linder 

FROM: Jim Frey 

Attached is the Treasury views 
letter on H.R. 11893, for 
inclusion in the enrolled bill 
file. 

OMB FORM 38 
REV AUG 73 



THE DEPUTY SECRETARY OF THE TREASURY 

WASHINGTON, D.C. 20220 

MAR 16 1976 

Director, Office of Management and Budget 
Executive Office of the President 
Washington, D. c. 20503 

Attention: Assistant Director for Legislative 
Reference 

Sir: 

Reference is made to your request for the views of this 
Department on the enrolled enactment of H.R. 11893, "To 
increase the temporary debt limit, .and for other purposes. 11 

The enrolled enactment would (l) authorize an increase 
of $227 billion in the temporary debt limit to $627 billion 
through June 301 1976, (2) increase from $10 billion to 
$12 billion the authority for the Treasury to issue bonds 
outside the 4-1/4 percent limitation, (3) increase to 
10 years the maximum maturity of Treasury notes, and 
(4) require the 'F'ederal Government to provide a return on 
savings bonds of not less than 4 percent per annum, compounded 
semi:..annually, for each full month during which bonds are 
held. The current temporary debt limit expires on March 15, 
1976. 

The Department recommends that the enrolled enactment 
be approved by the President. 

Sincerely yours, 



EXECU'fiVE OFF!CE OF 

WASHINGT0!\1, D.C. 20~03 

MEMORANDUM FOR THE PP~SIDENT 

.Subject: Enrolled Bill H.R. 11893 - Temporary increase 
in public debt limit 

Sponsor - Representative Ullman (D) , Oregon 

Last Day for Action 

Recommend action as soon as possible, since the existing 
temporary increase in the debt ceiling expires 
March 15, 1976 and the ceiling will revert to the permanent 
limit of $400 billion. 

Purpose 

Increase the temporary debt limit from $595 billion to 
$627 billion through June 30, 1976 and make other changes 
that will provide needed flexibility in Treasury's debt 
management operations. (No change is made in the 
permanent debt limit of $400 billion.) 

Agency recommendation 

Office.of Management and Budget Approval 

Department of the Treasury Approval (informally) 

Discussion 

The Administration requested that the Congress enact a 
temporary debt limitation of $645 billion through 
September 30, 1976 or not less than $630 billion through 
June 30, 1976. 

The Administration also requested two changes in legislation 
to provide needed flexibility in Treasury's debt management 
operations: 

an increase from $10 billion to $20 billion in the 
statutory limitation on the amount of bonds held by 
the public with interest rates in excess of 4-1/4 percent; 
and 



EXECUTIVE OFFICE OF THE PRESIDENT .. ~lw--
OFFICE OF MANAGEMENT AND BUDGET _'41JtA -f 

~it u ott eo::1 WASHINGTON, D.C. 20503 

MA~ 1876 '1) }{~ 
~~ MEMORANDUM FOR THE PRESIDENT 

Subject: \( Enrolled Bill H.R. 11893 - Temporary increase 
in public debt limit 

Sponsor- Representative Ullman (D), Oregon ot_ 
Last Day for Action 

Recommend action as soon as possible, since the existing 
temporary increase in the debt ceiling expires 

~-
March 15, 1976 and the ceiling will revert to the permanent 
limit of $400 billion. 

Purpose 

Increase the temporary debt limit from $595 billion to 
$627 billion through June 30, 1976 and make other changes 
that will provide needed flexibility in Treasury's debt 
management operations. (No change is made in the 
permanent debt limit of $400 billion.) 

Agency recommendation 

Office of Management and Budget Approval 

Department of the Treasury Approval (informally)./ 

Discussion 

The Administration requested that the Congress enact a 
temporary debt limitation of $645 billion through 
September 30, 1976 or not less than $630 billion through 
June 30, 1976. 

'·~ 
,.;j 

The Administration also reque$ted two changes in legislation 
to provide needed flexibility in Treasury's debt management 
operations: 

an increase from $10 billion to $20 billion in the 
statutory limitation on the amount of bonds held by 
the public with interest rates in excess of 4-1/4 percent; 
and 
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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

- WASHINGTON, D.C. 20503 

u,. r. r> 1 " "076 It rio\ (J I.; 

MEMORANDUM FOR THE PRESIDENT 

Subject: Enrolled Bill H.R. 11893 - Temporary increase 
in public debt limit 

Sponsor- Representative Ullman (D), Oregon 

Last Day for Action 

Recommend action as soon as possible, 'since the existing 
temporary increase in the debt ceiling expires 
March 15, 1976 and the ceiling will revert to the permanent 
limit of $400 billion. 

Purpose 

Increase the temporary debt limit from $595 billion to 
$627 billion through June 30, 1976 and make other changes 
that will provide needed flexibility in Treasury's debt ~ 
management operations. (No change .is made in the . sr 
permanent debt limit of $400 billion.) 

Agency recommendation 

Office of Management and Budget Approval 

Department of the Treasury Approval (informally) 

Discussion 

The Administration requested that the Congr~ss enact a 
temporary debt limitation of $645 billion through 
September 30, 1976 or not less than $630 billion through 
June 30, 1976. 

'I'he Adrninistration also requested two changes in legislation 
_to provide needed flexibility in Treasury's debt management 
operations: 

an increase from $10 billion to $20 billion in the 
statutory limitation on the <1mount of bonus held by 
th0 public \.;i th intercs t rates in excess of 4-1/4 percent; 
and 





94TH CoNGRESS } HOUSE OF REPRESEN'l'ATIVES { REPORT 
!Jd Session No. 94-841 

PROVIDING FOR CONSIDERATION OF H.R. 11893 

FEBRUARY 24, 1976.-Referred to the House Calendar and ordered to be printed 

Mr. SisK, from the Committee on Rules, 
submitted the following 

REPORT 
[To accompany H. Res. 1053] 

The Committee on Rules, having had under consideration House 
Resolution 1053, by a nonrecord vote, report the same to the House 
with the recommendation that the resolution do pass. 

0 

GT-008 



94TH CoNGREss } HOUSE OF REPRESENTATIVES { REPORT 
2dSession No. 94-837. 

INCREASE OF TEMPORARY LIMIT ON PUBLIC DEBT 

FEBRUARY 23, 1976.-Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 

Mr. ULLMAN, from the Committee on Ways and Means, 
· ' submitted the following 

REPORT 
together with 

ADDITIONAL AND MINORITY VIEWS 

[To accompany H.R. 11893] 

The Committee on Ways and Means, to whom was referred the 
bill (H.R. 11893) to increase the temporary debt limit until July 31, 
1976, having considered the same, reports favorably thereon with 
amendments and recommends that the bill as amended do pass. 

The amendments are as follows: 
Page 1, line 4, strike out "July 31" and insert in lieu thereof "June 

30". 
Page 1, line 7, strike out "$231,000,000,000" and insert in lieu 

thereof "$227,000,000,000". 
Page 1, after line 12, insert the following new section: 

SEc. 3. (a) The last sentence of the second paragraph of 
the first section of the Second Liberty Bond Act (31 U.S.C. 
752) is amended by striking out "$10,000,000,000" and 
inserting in lieu thereof "$12,000,000,000". 

(b) Section 18(a) of the Second Liberty Bond Act (31 
U.S.C. 753) is amended by striking out "seven years" and 
inserting in lieu thereof "10 years". 

Amend the title so as to read: 
A bill to increase the temporary debt limit, and for other 

purposes. 
I. SUMMARY 

This bill provides that the public debt limitation is to be $627 billion 
from the date of enactment through June 30, 1976. This is $32 billion 

67 --()()6-176-1 
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above the present debt limitation of $595 billion which is applicable 
through March 15, 1976. The bill also adds two provisions concerning 
debt management. 

The present debt limitation consists of a permanent limitation of 
$400 billion and a temporary limitation effective through March 15, 
1976, of $227 billion. This bill makes no change in the permanent debt 
limitation. However, it increases the temporary limitation from $195 
billion to $227 billion, and extends this temporary limitation through 
June 30, 1976. 

The committee provided an increase in the debt limit sufficient to 
meet the government's debt requirements through June 30, 1976. The 
amount set in this bill is consistent with the revenue, expenditure and 
debt figures presented in the last congressional bud~et resolution. The 
committee believes that establishment of a debt linut beyond June 30, 
1976, should be deferred until after May 15, 1976, when the first 
budget concurrent resolution of this session will express the views of 
Congress with respect to revenue and outlay pohcies affecting the 
period after June 30, 1976. 

One of the committee debt management amendments increases the 
limitation from $10 billion to $12 billion on the amount of long-term 
bonds that may be issued bearing interest above the 4!4' percent stat
utory ceiling. The committ.ee believes that the $2 billion increase is 
sufficient to enable the administration to plan now for the next two or 
three long-term bond issues during the course of the next 12 to 15 
months. The committee also amended the bill to revise the definition 
of notes to include debt obligations issued with maturities of up to 10 
years. Under present law, the definition of a note establishes a limit 
of 7 years from date of issue to maturity. These two amendments will 
enable the administration to slow the pace at which the average 
maturity of the outstanding debt is being reduced. , 

3 

TABLE I.-STATUTORY DEBT liMITATIONS, FISCAL YEARS 1947 TO DATE, AND A PROPOSED LIMITATION IN 
FISCAL YEAR 1976 , . 

[In billions of dollars) 

Fiscal year 

t:iil~oiiiti X til: 21: ~ ~ ~: ~~: ~ ~::: :::::::::::::::::::::::::: ~ ~ ~= ::: 
19 :Aug. 28 through June 30 •• -------------------------------.. --. 

1 Includes FNMA participation certificates issued in fiscal year 1968. 

Statutory debt limitation 

Permanent 
Temporary 
additional 

m _______ .. ____ _ 
275 
275 
275 275 ________ .. __ __ 
275 5 
275 5 
283 5 
288 5 
285 10 
285 8 
285 13 
285 15 
285 23 
285 20 
285 22 
285 24 
285 30 
285 39 
285 39 
285 43 
285 45 
285 51 
358 --------------
358 7 
358 --------------
365 12 
380 15 
400 50 
400 50 
400 65 
400 65 
.400 75.7 
400 95 
400 131 
400 l77 
400 195 

400 227 
400 --------------

Total 

275.0 
275.0 
281.0 
281.0 
278.0 
275.0 
280.0 
280.0 
288.0 

·290.0 
295.0 
293.0 
298.0 
300.0 
308.0 
305.0 
307.0 
309.0 
315.0 
324.0 
324.0 
328.0 
330.0 
336.0 
358.0 
365,0 
358.0 
377.0 
395.0 
450.0 
450.0 
465.0 
465.0 
475.7 
495.0 
531.0 
5n.o 
595.0 

627.0 
400.0 
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II. INCREASE IN THE TEMPORARY LIMIT.ON THE 
PUBLIC DEBT 

A. PRESENT LAW 

The combined permanent and temporary debt limitation on the 
public debt is $595 billion through March 15, 1976. When the present 
limitation was enacted last year, Congress had not completed its 
deliberations on the second concurrent budget resolution, but the 
previous statutory limitation wouJ{t have expired on November 15, 
1975. The then J;>ending budget 1esolution was to determine levels of. 
outlays and receipts for the remainder of the fiscal year. At the time 
action was taken on the debt limitation last November it was con
sidered prudent to provide a limitation for a period long enough for 
Congress to have some time after the start of the current session before 
returning to this matter. 

B. CURRENT ECONOMIC AND BUDGET OUTLOOK 

The recovery from the longest recession since World War II began 
in the Spring of 1975. Recovery continued through the rest of 1975 and 
appears to be continuing so far in 1976. By the fourth quarter of 1975, 
the real gross national product increased at an annual rate of 4.9 
percent, in contrast with a decline at an annual rate of 9.2 percent in 
the first quarter of 1975. These figures are shown in table 2. 
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TABLE 3.-ACTUAL AND POTENTIAL REAL GROSS NATIONAL PRODUCT AND RATIO Of OUTPUT TO CAPACITY 
IN MANUFACTURING, 1973-75 

{In billions of dollars; seasonally adjusted annual rates] 

Gross national product in constant (1972) 
dollars 

GNP gap Ratio of output 
(potential less to capacit~ in 

Year and quarter Actual GNP" Potential GNP actual) manufactunng 

1973 
lst quarter ..•••...•••...•••...••.•..••.....•...•••. 
2nd quarter •.•.••••.•••.•••••.•••••.•••••.••••••.•• 

~~: ~~=;::~ ~ ~~ = ~ ~ ~~~ ~=~~ ~~ ~~ ~~~ ~ ------~ ~~~~~= ~: ~=~=: ::: 
1974 

~~~ ~"u~':::,:::::.·::::::.·.~:::: ::::::::::::::::::::::: 
3rd quarter .••••••••••.•••....•••••••••..•••.•.••••• 
4th: quarter ....•....••..•.••.....•...••••...••...••• 

1975 
lst quarter .•••••••••••••••.•••••••••••.•••••••••••• 
2nd quarter ....................................... . 

~~~~=~:;::: :::::::::::: ::::::~: :::::::::::::::::: 
Note: NA equals not available. 

1, 227.7 
1, 228.4 
1, 236.5 
1, 240.9 

1, 228.7 
I, 217.2 
1, 210.2 
I, 186.8 

1, 158.6 
1, 168. 1 
1,201.5 
1, 217.4 

I, 246.8 
l, 259. 1 
I, 271.5 
1, 284.0 

I, 296.6 
1,309.4 
1, 322.3 
1,335.3 

1,348.5 
1, 361.8 
1,375.2 
1,389.8 

Source: Department of Commerce, "Business Conditions Digest," January 1976, pp. 95-6. 

+19.1 
+30.7 
+35.0 
+43.1 

+67.9 
+92.2 

+112.1 
+148.5 

+189.9 
+193. 7 
+173.7 
+171.4 

NA 
NA 
NA 
NA 

80.5 
80.1 
79.4 
75.7 

68.2 
67.0 
69.0 
70.8 

In addition, the unemployment rate in January was 7.8 percent of 
the civilian labor force after averaging 8.3 percent throughout the 
second half of 1975. Moreover, both the consumer and wholesale price 
indexes coqtinue to reflect diminishing pressure on prices as their rates 
of increase become smaller. ' 

Nevertheless, the unused productive capacity remains substantial. 
The gap between potential and actual real gross national product was 
estimated at $171 billion in 1972 prices for the fourth quarter of 1975. 
Although large, this is appreciably smaller than the $194 billion gap 
estimated for the second quarter of last year (see table 3). The table 
also shows improvement in the ratio of output to capacity in manu
facturing. The high point in 1975 was 70.8 percent in the fourth 
quarter. However, this is still below 1974 levels. 

An evaluation of the strengths and weaknesses of these economic 
factors will play an important role in the determination by the House 
of the expenditure and tax policies presented to it by the Budget Com
mittee in the first concurrent resolution on the budget for fiscal year 
1977. It will, for example, at that time have to decide whether to con
tinue the tax reductions presently in effect through June 30, 1976, or 
possi~ly to increase the tax reductions as proposed by the admin
IstratiOn. 

C. TREASURY DEPARTMENT ESTIMATES 

The administration estimates that the deficit in the unified budget 
for fiscal year 1976 will be $76.0 billion. This is based on estimated 
outlays of $373.5 billion and receipts of $297.5 billion. These estimates 
are presented in table 4 with the budget figures approved by Congress 
in December in the budget resolution. The Congressional figures gave 
rise to a deficit of $74.1 billion as a result of outlays of $374.9 billion 
and receipts of $300.8 billion. 
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Given _the administration';> budget estimates, the Treasur De art
ment estimates th~t a pubhc debt limitation of $627 billitn_ ~ be 
necess~r;v to meet Its peak debt needs in mid..June while maintaini 
8:$6 bd_hon cash bala~ce but.without the $3 billion allowance for co~~ 
tmgenCies. As shown m table 5, the project debt will be $621 billio 
at ~ed ebd of the fiscal year, reflecting the $6 billion decline from th~ 
pea e t level. as a result of individual and corporation income tax 
payments sent m on June 15. 

TABLE 4.-ESTIMATEO UNIFIED BUOGET TOTALS FOR FISCAl YEAR 1976 

Administration 
estimate 

TABLE 5.-PUBLIC OEBT SUBJECT TO LIMITAT!ON, FISCAl YEAR 1976 

1975 actual: 

1976~:!~ ~iii !! i!i!!i-imm=m·w=._-;iiii!·m·m 
~ ~-- --- .,._ --------- ... ~ .. ---- ~~ 

~:ri;;;,ed: ·-· --------- --------------------------------. 
~~~: i~-. -------------------------------------
Mar. 31::::::::::: :::::::··· · ··•••· · ··•• ·· ·• •• ---- • 
Apr. 15 ······--·················· 
Apr. 30::::::::::::::: ::::~::: ::::::::::::::::::::: 
~~e ~hrieak)···· · ······· ······-··-· .. , .... ·· -- ·--
June 30 ....... :· • ···-· •• ·••• • • ···• •··· ·• • •···• ·• •·• ____ .,..,._- -- ·---- _ .. ____ -------------- .. 

S"urce: Treasury Department, Feb. 9, 1976. 

Operating 
cash 

balance 

7.6 
4.2 
3.6 

10.5 
10.3 
6. 5 
a. s 

12.0 

6,0 
6,0 
6.0 
6.0 
6.0 
6.0 
6.0 
6.0 

Public debt 
subject to 

limit 

With 
$3 billion 

margin for 
contingencies 

IHJ ~~~~~~~~~~~~~~~~ 
~~~: ~ ··-··-·········· 
577.8 =~===~==:::::::: 

585.5 •·•••••·•·••··•• 

592.0 595 
601.0 604 
607.0 610 
615.0 618 
606.0 609 
621.0 624 
627.0 630 
621.0 624 

$9,~6J~~ on budget receipts of $298,000,000,000, budget outlays of $374,000,000,000, off-budget outlays of 

D. BASIS FOR COMMITTEE ACTION 

In e~tablishing a debt limit, your committee first decided to cover 
t~e ~~not td June 30, 19_76. This is the period covered by the currently 
e .e~ 1ve . u get. resolution. )\foreover, for this period, staff and ad
mtmstratwn estrmates are m close agreement. Requirements as to 
debt levels beyond th:tt date ~ll remain uncertain until Con ress b r 

May .1.5, 1976, establishes receipts, outlays and debt levels gfor th~ 
trans1t10~ quarter and for the fiscal year 1977. With as little a cement 
as therh IS as to ta~ and expenditure levels beyond June 30 1~76 (and 
even t e underlymg economic assumptions), your co~ttee con
ctlutdetd thadt nbolpurpose would be served in attempting to estimate the 
s a u ory e t evel beyond June 30, 1976. 
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Through June 30, 1976, howeyer, the committee found little differ
ence as to statutory debt reqmrements. On June 30, 1.976, the ad
ministration estimates that the statutory debt level Will be $621.0 
billion, although the tables presented by th~ ~dm~nistration sugg~st 
that the limit assumed at that date be $624 bllhon m order to prov:de 
an allowance for contingencies. The congressional budget resolutiOn 
agreed to last December sets a deficit $1.9 billion lower than the 
administration's current figures. However, last Decell_lb.er w~en the 
c.ongressional budget resolution was approved, the admmiStratwn and 
the budget committees estimated that the trust funds would show a 
small deficit. 

The administration's present estimates, however, reflect a trust fund 
surplus of $2.5 billion, an est~ate it is believed is now _agreed to by the 
budget committees. While this S~fP.lus .reduces the umfi~d budget def
icit, under the statutory debt hm1tatwn .any surpl_us m t)les~ trust 
funds does not reduce statutory debt reqrurements smce this still re:(?
resents obligations of the Federal Government (although the ~eb.t IS 
not held by the general public). Therefor~, the statutory deb~ ln~ut~
tion is $2.5 billion more than the congresswnal budget resolution mdl
cated. This more than offsets the $1.9 billion difference between the 
estimates of the deficit in the unified budget. 

Were the committee to be setting a debt limitation for June 30, 
1976 without re(Tard to any higher level of debt expected before that 
date' the level ;f $621 billion would appear appropriate. Howe':"er, 
beca~se the collection of receipts for a fiscal yea~ t~n?s to lag behind 
the payment of expenditures, a peak in the debt hm1t Is expected to be 
reached on June 15, 1976. Thereafter, during the last 15 ?ays of t~e 
fiscal year, receipts are expected to be l.arger ~han expenditures. Th1s 
is a pattern which occurs each year and IS attnbutable to the fact that 
large tax payments from corporations and also.pa:rr!lents accompany
ing declarations of estimated tax from some mdiVIduals fall due on 
June 15 and are recorded as such in the last :fifteen days of.June. The 
administration on this basis shows a statutory debt reqmre!llent of 
$630 billion to cover this need. This is on t~e basi~ of a $6 bilhon ~ash 
balance and a $3 billion allowance for contmgenctes. Your ~om~ttee 
in deciding on the level provided through June 30, 1976, decide? m the 
interest of maintaining a tight control ~n.the debt to reduce·this by.$3 
bil1ion. This can be viewed as not proVIdmg any allowance for ~OD;tin
gencies or as requiring a reduction in the cash balance for a lumted 
period of time by $3 billion. 

III. EXCEPTION TO INTEREST CEILING ON BONDS 

A. PRESENT LAW 

Under the Second Liberty Bond Act, the Secretary of the Treasury 
has the general authority to issue bonds at a rate of int.erest not to 
exceed 4}(percent per year. In 1973, ?.owever, an except.ion to the 
interest ceiling was enacted which perm1ts the Secretary to 1ssue up to 
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$10 billion of bonds at interest rates in excess of the ceiling (Public 
La.": 93:-53; July 1, 1973). As a result of the high interest rates pre
vaih?g m t~e lon$-term market, the only long-term bonds it has been 
posstble to ~ssue m recent years are the $10 billion not subject to the 
43~ percent mterest rate ceiling. 

B. ADMINISTRATION PROPOSAL 

.I~ the. public hearings before the committee this year, the ad
mtmstratwn requested amendments to the Second Liberty Bond 
Act to provide greater flexibility in debt management and to make 
the lon~-term market more accessible to Federaf issues. Three recom
menda~I_ons were. presented: (1) repeal of the 6-percent interest 
rate cedmg on savmgs bonds; (2) extension of the maximum maturity 
?f Treas~try notes fr<?m the present 7 years to 10 years; and (3) an 
mcrease m the ex?eptwn to the 4% percent ceiling on bond issues from 
the present $10 bllhon level to a level of $20 billion. 

Under the statutory authority previously granted the Treasury has 
~xhausted the authority to issue $10 .b~llion in lo~g-term bonds at 
mterest rates. above the 4X percent ceilmg. In the course of issuing 
these bonds, It has developed a market for them which it believes 
could be developed further. 

In addition to its desire to retain a po_s~tion in the long-term market, 
the Treasury Department favors the ability to finance long-term issues 
because they help t? slo~ the pace at whwh the average maturity of 
tot:tl ~ederal debt IS bem$ reduced. So the proportion of the debt 
which 1~, short-t.erm debt mcr~ase~, the amount of money Treasury 
!Tiust r~use, or roll over, each hme tt goes to the market is constantly 
mcreasmg. 

The Treasury pepartment also maintains that the heavy reliance on 
short-term debt m the long run could increase the interest costs to the 
Treasury, even though the ·interest rates on short-term issues are 
usually lower than on long-terrn issues. Short-term rates are subject to 
more frequent and larger fi.uctuations than long-term rates. At times 
the, short-term rates have nsen above lo?g-term rates, and refinancing 
of ~hort-term debt h~s. taken place ~t.l!ltere::;t rates higher than the 
long-term rates prevallm~ when the mitial obligation was issued. 

In the ~ourse of studymg the effects of the restriction on issuing 
bo~1d,; at mterest rates above 4;~ percent, the Treasury Department 
estill_lated what the Federal. Government's interest outlays on the 
pu?lw debt wou~dhavebeen tf the. T~eas_ury had been given authority 
to Issue debt Without statutory hm1tat10ns. The study covered the 
11 fiscal years from 1966 through 1976. The study estimated that 
there would have been a slight additional interest cost (less than 
~50 thousand) in 19~6, ~u t _in each subsequent fiscal year (as shown 
~n table 6), .a red_uctwn. Ill mtere~t outlays. The years of the largest 
mt~rest savmgs .a?cordmg to th1s study would have been 1972 (a 
sav!ng of $52 ll_li~hon), 1975 (a saving of $61 million), and 1976 (a 
savmg of $79 milhon). 

H.R. 837-2 
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TABLE G.-HYPOTHETICAL INTEREST SAVINGS FROM ISSUING BONOS INSTEAD OF SHORT· TERM OEBT 

Fiscal year 

Total ................ 

1 Less than $50,000. 
2 Estimated. 

Total budget 
outlays 

134,652 
158, 254 
178.833 
183,548 
196,588 
2ll, 425 
231,876 
246,526 
268, 392 
324,601 

• 373, 535 

2,508,230 

[In millions of dollars] 

Net interest coSt 
Interest on of hypothetical 
public debt bonds 

12,014 (1) 
13,391 -.2 
14,573 -.9 
16, 588 -9.6 
19, 304 -30.2 
20,959 -52,1 
21,849 -19.5 
24, 167 -7.7 
29, 319 -20.1 
32, 165 -61.5 

3 37,700 -79.5 

242,029 -281.2 

Source: Office of the Secretary of the Treasury, Office of Debt Analysis, Feb. 15, 1976. 

Note: Details may not add to totals because of rounding. 

Gross interest 
cost on less interest 

hypothetical 
bonds 

savings on 
reduced notes 

14.8 14.8 
85.8 86.0 

182.9 183.8 
302.0 311.6 
413.4 443.6 
605.9 658.1 
691.3 710.7 
711.3 718.9 
731.6 751.7 
731.6 793. i 
731.6 811.1 

5, 202.1 5, 483.3 

The expansion of the definition of notes to include maturities of up 
to 10 years is favored by the Treasury to provide more flexibility in 
the intermediate maturity range for much the same reasons as indi
cated above in the case of the increase in the $10 billion exception to 
the 4~ percent interest ceiling. 

The purpose of the proposal to remove the interest rate ceiling on 
savings bonds is to enable the Treasury to adjust the yield as financial 
circumstances warrant. · 

C. BASIS FOR COMMITTEE ACTION 

The committee believes that there are dangers in encouraging a sub
stantial shift to longer maturities in the public debt structure at the 
present time. Long-term interest rates have not been as responsive as 
short-term rates of interest to the recent decrease in economic activity. 
While greater Ferleral participation in the longer maturity market 
would tend to lengthen the average maturity of the public debt in 
the hands of the public, it could also retard a decline in higher long
term interest rates. 

At the same time, the committee does not want the Treasury 
Department debt mana~ement process to lose the long-term market it 
has developed. In additwn, the committee believes that it is desirable 
to take steps now that will slow the rate at which the average maturity 
of the total Federal debt is reduced. As a compromise between the 
two sets of conflicting considerations, the committee provided an 
additional $2 billion for the exce.ption from the 4h percent interest 
rate ceiling. This shoulrl be sufficient for a substantial period ahead 
while at the same time httvmg little effect on long-term interest rates. 
Whether this amount should be further enlarged can be reconsidered 
at some subsequent time when the debt limit is under consideration. 

The committee also agreed to revise the definition of notes to include 
debt obligations Vl>ith maturities up to 10 years. This is an increase 
from the 7 -year limit on the maturity of notes under present law. The 
committee believes that the potential saving in interest outlays and 
the opportunity to slow the reduction in the average maturity of the 
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outstanding debt are as persuasive in the case of the maturity of notes 
as in the case of approving an additional exception from the limitation 
on bonds issued with interest rates above 4~~ percent. At the same 
time increased government debt in the seven- to ten-year period will 
have little effect on long-tertn interest rates. 

IV. APPENDIX 
TABLE I.-Debt limitation under sec. 21 of the Second Liberty Bond Act as 

amended-History of Legislation 
Sept. 24, 1917: 

40 Stat. 288, sec. 1, authorized bonds in the amount oL 1 $7, 538, 945, 400 
40 Stat. 290, sec. 5, authorized certificates of indebted-

ness outstanding revolving authority___________ 2 4, 000,000,000 
Apr. 4, 1918: 

40 Stat. 502, amending sec. 1, increased bond authority 
to_____ ------------~----------"-- __ 1 12,000,000,000 

40 Stat. 504, amending sec. 5, increased authority for 
certificates outstanding to___________ __ _ 2 8, 000, 000, 000 

July 9, 1918: 40 Stat. 844, amending sec. 1, increased bond 
authority to______ ---------------- · 2 20,000, 000,000 

Mar. 3, 1919: 
40 Stat. 13, amending sec. 5, increased authority for 

certificates outstanding to ___ ---------- _______ · 2 10,000,000,000 
40 Stat. 1309, new sec. 18 added, authorizing notes in the 

amount oL __ • _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ ~ _ _ _ _ _ _ _ _ _ _ _ _ _ 1 7, 000, 000, 000 
Nov. 23, 1921: 42 Stat. 321, amending sec. 18, increased 

note authority outstanding (established revolving author-
ity) to------------------___ . __ __ _ _ _ __ ___ ___ 2 7, 500,'000, 000 

June 17, 1929: 46 Stat. 19, l1mending sec. 5, authorized bills 
in lieu of certificates of indebtedness; no change in limita-
tion for the outstanding__ ----------- 2 10, 000; 000,000 

Mar. 3, 1931: 46 Stat. 1506, amending sec. 1, increased bond 
authority to _ _ _ _ _ _ _ _ _ _ _ _ __ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ t 28, 000, 000, 000 

Jan. 30, 1934: 49 Stat. amending sec. 18, increased 
authority for notes outstanding to_________ _ _ _ 2 10, 000, 000, 000 

Feb. 4, 1935: 
49 Stat. 20, amending sec. 1, limited bonds outstanding 

(establishing revolving authority) to____________ 2 25,000,000,000 
49 Stat. 2h new sec. 21 added, consolidating authority 

for certincates and bills (sec. 5) and authority for 
notes (sec. 18); same aggregate amount outstanding_ 2 20, 000, 000, 000 

49 Stat. 21, new sec. 22 added, authorizing U.S. savings 
bonds within authority of sec. 1. 

May 26, 1938: 52 Stat. 447, amending sec. 1 and 21, consoli
dating in sec. 21 authority for bonds, ccrtifictttes of indebt
edness, Treasury bills, and notes (outstanding bonds 
limited to $30,000,000,000). Same aggregate total out-
standing_- _. ______ ~ _ _ _ _ _ _ _ _ __ _ _ _ _ _ _ _ _ 2 45, 000, 000, 000 

July 20, 1939: 53 Stat. 1071, amending see. 21, removed limi
tation on bonds without changing total authorized out
standing of bonds, certificates of indebtedness, bills, and 
notes---------------- _ ------------------- 2 45,000,000,000 

June 25, 1940: 54 Stat. 526, amending sec. 31, adding new 
paxa?f,aph: 

'(b) In addition to the amount authorized by the 
preceding paragraph of this section, any obligation 
authorized by sees. 5 and 18 of this Act, as ·amended, 
not to exceed in the aggregate $4,000,000,000 out
standing at any one time, less any retirements made 
from the special fund made available under sec. 301 of the 
Revenue Act of 1940, may be issued under said sections 
to provide the Treasury with funds to meet any expendi
tures made, after June 30, 1940, for the national defense, 
or to reimburse the general fund of the Treasury there
for. Any such obligations so issued shall be designated 
'National Defense Series' "--------------------.. ·--h , ~,4Q,.OOQ,,QQ!J,,.OOO 

See footnotes at end of table. 
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TABLE I.-Debt limitation under Bee. !81 of the Second Liberty Bond Act as 
· amended-History of legi8lation-Continued 

Feb. 19, 1941: 55 Stat. 7, amending see. 21, limiting face 
amount of obligations issued under authority of act out-
standingatanyonetimeto ______ ----------------- 265,000,000,000 

Eliminated separate authority for $4,000,000,000 of 
national defense series obligations. 

Mar. 28, 1942: 56 Stat. 189, amending see. 21, increased 
limitation to __ -------_________ -- __ _ _ __ __ __ 2 125, 000, 000, 000 

Apr. 11, 1943: 57 Stat. 63, amending see. 21, increased limi-
tation to_____ ----------- -------- ----- 2210,000,000,000 

June 9, 1944: 58 Stat. 272, amending sec. 21, increased limi-
tation to_______ ---------- ------------ --------·· 2 260,000,000,000 

April3, 1945:59 Stat. 47, amending see. 21 to read: "The face 
amount of obligations issued under authority of this act, 
and the face amount of obligations guaranteed as to princi
pal and interest by the United States (except such guar
anteed obligations as may be held by the Secretary of 
the Treasury), shall not exceed in the aggregate $300,-
000,000,000 outstanding at one time" _ _ _ _ _ __ _ _ _ _ _ _ _ 2 300, 000, 000, 000 

June 26, 1946: 60 Stat. 316, amending sec. 21, adding: "The 
current redemption value of any obligation issued on a 
diecount basis which is redeemable to maturity at the 
option of the holder thereof, shall be considered, for the 
purposes of this section to be the face amount of such obli-
gation," and decreasing limitation of_____ _ _ _ _ _ _ _ _ _ _ 2 278, 000, 000, 000 

Aug. 28, 1954: 68 Stat. 89n, amending sec. 21, effective Aug. 
28, 1954, and ending June 30, 1955, temporarily increasing 
limitation by$6,000,000,000to__________ ------------- 2281,000,000,000 

June 30, 1955:69 Stat. 241, amending Aug. 28, 1954, act by ex-
tending until June 30, 1956, increase in limitation to_______ 2 281, 000, 000, 000 

July 9, 1956: 70Stat. 519, amending act of Aug. 28,1954, tem-
porarily increasing limitation by $3,000,000,000 for period, 
beginning .July 1, 1956, and ending June 30, 1957, to_______ 2 278, 000, 000, 000 

Effective July 1, 1957, temporary increase terminates 
and limitation reverts, under act of June 26, 1956, to____ 2 275, 000, 000, 000 

Feb. 26, 1958: 72 St<tt. 27, amending sec. 21, effective Feb. 26, 
1958, and ending June 30, 1959, temporarily increasing lim-
itation by$5,000,000,000_________ -------- 2 280,000,000,000 

Sept. 2, 1958: 72 Stat. 1758, amending sec. 21, increasing 
itation by $5,000,000,000__________ --------- ____ 2 280,000,000,000 

Sept. 2, 1958: 72 Stat. 1758, amending sec. 21, increasing lim-
itation to $283,000,000,000, which with temporary increase 
of Feb. 26, 1958, makes limitation_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 2 288, 000, 000, 000 

June 30, 1959: 73 Stat. 156, amending sec. 21, effective June 
30, 1959, increasing limitation to $28.5,000,000,000, which 
with temporary increase of Feb. 26, 1958, make limitation 
onJune30, 1959________ _______ _ --------- 2 290,000,000,000 

Amending sec. 21, temporarily increasing limitation by 
$10,000,000,000 for period beginning July 1, 19.59, and 
ending June 30, 1960, which makes limitation beginning 
July 1, 1959 __ ------------ -------- ____ 2 295,000,000,000 

June 30, 1960: 7 4 Stat. 290, amending sec. 21 for period begin-
ning on July 1, 1960, and ending June 30, 1961, temporarily 
increasing limitation by $8,000,000,000___ _ _ ___ ___ 2 293, 000, 000, 000 

June 30, 1961, 75 Stat. 148, amending sec. 21, for period beginJ 
ning on July 1, 1961, and ending June 3, 1972, temporarily 
increasing limitation by $la,ooo,ooo,ooo to _ _ _ _ _ _ _ _ _ _ 2 298, 000, 000, 000 

Mar. 13, 1962: 76 Stat. 23, amending sec. 21, for period begin-
ning on Mar. 13, 1962, and ending June 3, 1962, temporar-
ily further increasing limitation by $2,000,000,000_ _ 2 300, 000, 000, 000 

July 1, 1962:76 Stat. 124 as amended by 77 Stat. 50, amend-
ing sec. 21, for period-

!. Beginning July 1, 1962, and ending Mar. 31, 1963___ 2 308, 000, 000, 000 
2. Beginning Apr. 1, 1963, and ending June 24, 1963___ 2 305,000, 000,000 
3. Beginning June 25, 1963, and ending June 30, 1963_ _ 2 300, 000, 000, 000 

See footnotee at end of table. 
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TABLE I.-Debt limitation under sec. 21 of the Second Liberty Bond Act as 
amended-History of legislation-Continued 

May 29, 19~3:. 77 Stat. 50, amending sec. 21, for period-
1. Be~nn~ng May 29, 1963~ and ending June 30, 1963_. 2 307, 000, 000, 000 
2. Begmmng July 1, 1963, and ending Aug. 31, 1963___ 2 309, 000, 000, 000 

Aug. ~7, .1963: 77 Stat. 131, amending sec. 21 for the period 
begmmng on Sept. 1, 1963, and ending on Nov. 30, 1963_ z 309, 000, 000, 000 

Nov. 26, 19?3:_77 Stat. 342, amending sec. 21 for the period-
. 1. Begmnmg on Dec. 1, 1963, and ending June 29, 1964. 2 315, 000, 000, 000 

June2*9?J9~~~7;~t!i.6i25,-~-e-;di~g-;ec:-ii,-ior-thep"E;rioct 
2 309

' 
000

' ooo, 
000 

be~nn.mg Ju!}e 29, 1964, and ending June 30, 1965, tempo-
ranly mcreasmg the debt limit to______________________ 2 324,000,000,000 

June ~4, ,1965: 79 Stat. 172, amending sec. 21 for the period 
begmmng July 1, 1965, and ending on June 30, 1966 tem-
porarily increasing the debt limit to ______________ : _____ 2 328,000,000,000 

June ~4, .1966: 80 Stat. 21, amending sec. 21, for the period 
begtnrung July 1, 1966, and ending on June 30, 1967 tem-
porarily increasing the debt limit to _____ . __________ '_____ 2 330,000,000,000 

Mar. ~. ~967: 81 Stat. 4, amending sec. 21, for the period 
begmmng Mar. 2, 1967, and ending on June 30 1967 tem-
porarily increasing the debt limit to _________ : ____ :____ 2 336, 000, 000, 000 

June 30, 1967: 81 Stat. 99- . -
1. Amending sec. 21, effective Jnne 30, 1967 increasing 

_ limitation to _____ --- _____ - __________ ~_________ 2 358, 000, 000, 000 
2. Temporarily increasing the debt limit by $7,000,000,-

000 for the period from July 1 to June 29 of each 
year, to make the limit for such period---------- 2 365,000,000,000 

Apr. 7, 1969: 83 Stat. 7-
1. Amending sec. 21, effective Apr. 7, 1969 increasing 

debt limitation to ___________________ ~_________ 2 365, 000, 000, 000 
2. Temporarily increasing the debt limit by $12 000 000-

000 for the period from Apr. 7, 1969 thrdugh' Jude 
30, 1970, to make the limit for such period_______ 2 377, 000, 000, 000 

June 30, 1970: 84 Stat. 368-
1. Amending sec. 21, effective Julv 1, 1970, increasing 

debt limitation to __________ _"________ ____ 2 380,000,000,000 
2. Temporarily increasing the debt limit by $15 000-000--

000 for the period from July 1, 1970, thrdugh' Jur{e 
30, 1971, to make the limit for such period_______ 2 39~ 000 000 000 

Mar. 17, 1971:85 Stat. 5- u, ' • 
1. Amending sec. 21, effective Mar. 17, 1971 increasing 

debt limitation to-------------------~--------- 2 400,000,000,000 
2. Temporarily increasing the debt limit by $30 000 000 -

OOOfor the period from Mar. 17, 1971, thr~ughJude 
30, 1972, to make the limit for such period_______ 2 400, 000, 000, 000 

Mar. 15, 1972: 86 Stat 63, temporarily increaftling the debt 
limit by an additional $20,000,000,000 for the period from 
Mar. 15,,1972, through June 30, 1972, to make the limit for 

Jui~ct ple972~-8~~t~t~4-o6,-fi~'P~~~ii;-;;;t;~di-;i_th.~-ie~: 
2 450

• ooo, 
000

• 
000 

porary debt hm1t of $50,000,000,000 for the period from 
Jul! 1 through Oct. 31, 1972, to make the limit for such 
penod---------------------------------------------- 2 450,000,000,000 

Oct. 27, ~9?2: 86. Stat. 1324, temporarily increasing the public 
debt lim1t by $65,000,000,000 for the period from Nov. 1, 
197.2, through June 30, 1973, to make the limit for such 

J uf;J.~di973 ~ -8~- -~t~t: -1-34,-te~p~~~lly-e~tend~g- the-te~: 2 465, 000, 000, 000 
porary debt limit of $65,000,000,000 for the period from 
June 30, 1973, through Nov. 30, 1973, to make the limit for 
such period ____ --_'"-_----- ___ ----___________________ 2 465, 000, 000, 000 

. Dec. 3, 1973: 8? ~tat. 691, temporarily increasing the tem
porary debt lumt by $75,700,000,000 for the period from 
Dec. 3, 1973, through June 30, 1974, to make the limit for 
such period------ ___ -- __ -- _______________________ . _ _ 2 475, 700, 000, 000 

See footnotes at end of table. 
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TABLE I.-Debt limitation under sec. ill of the Second Liberty Bond Act as 
amended-History of legislation-Continued 

June 30, 1974: 88 Stat. 285, temporarily increasing the .tem
porary debt limit by $95,000,000,000 for the period from 
June 3, 1974, through Mar. 31, 1975, to make the limit for 
such period----------------------------------------- 2 495,000,000,000 

Feb. 19, 1975: 89 Stat. 5, temporarily increasing the tem
porary debt limit by $131,000,000,000 for the period from 
Feb. 19, 1975, through June 30, 1975, to make the limit for 
such period _____________ -------_____________________ 2 531, 000, 000, 000 

June 30, 1975: 89 Stat. 246, temporarily increasing the tem
porary debt limit by $177,000,000,000 for the period from 
June 30, 1975, through November 15, 1975, to make the 
limit for such period __________________ ----- ___ -------_ 2 577, 000, 000, 000 

November 14, 1975: 89 Stat. 693, temporarily increasing the 
temporary debt limit by $195,000,000,000 for the period 
from November 14, 1975, through March 15, 1976, to make 
the limit for such period------------------------------ 2 595,000,000, 000 
1 Limitation on issue. 
• Limitation on outstanding. 

TABLE I I.-PUBLIC DEBTSUBJECTTO liMITATION AT END OF FISCAl YEARS 1945-75 AND 6N FEB.l7,1976 

[In millions of dollars] 

Fiscal year 

1945------------- ---------- -----------
1946_-- -------------------------------
1947- ------------------------------ ---
1948_---- -----------------------------
1949_-- --------- ___ : ______ ------------
1950_-- -------------------------------
1951_-- -------------------------- -----
1952.- ----- ---------------------------
1953_-- -------------------------------
1954_-- ------ -------------------------
1955_-- -------- -------- ---------------
1956_-- -------------------------------
1957--------- •• ----.-------- ••• ---------
1958.---------------------------------
1959--- ------ ~- ----- ---·--- -----· ··---
1960_-- -------------------------------

Public debt 
subject to 

limitation at 
end of year 

268,670 
268,932 
255, 767 
250,380 
250,964 
255,382 
253,283 
257,232 
264,219 
269,379 
272,347 
270,619 
269,120 
275,395 
282,419 
283,82& 

Fiscal year 

19&1_-- -------------------------.-----
1982----------------------- ----------. 
1963_-- -------------------------------
1964.---------------------------------
19&5.---. --------------- ·--- ----------
19&6.-- -------------------------------
1967--- -------------------------------
1968_-- ------ -------------------------
1969--- ---- ---- ---------· ·····-- -·----
1970_-- -------------------------------
1971_- ------------------------ --···--· 
1972_- --------- --·- -------------------
1973_-- ------------------------.------
1974_-- --------------.----------------
1975.---------------------------------
1976' ---------------------------------

t I neludes FNMA participation certificates issued in fiscal year 1958ln debt offtSCal years 1968-75. 
2 Debtatcloseofbusiness, February 17,1976. 

Public debt 
subJect to 

limita!ion at 
end of year 

286,308 
296,374 
302,922 
308 582 
314: 125 
316, 292 
323, 143 

1348,534 
I 356,106 
1 372,599 
1398,649 
'427, 751 
1458,263 
'475, 180 
1534,206 
I 591,083 

Source: Annual report of the Secretary of the Treasury on the state of the Finances, statistical Appendix, table 2 l,p. 66 
through 1975, and Daily Treasury Statement for Feb. 17, 1976. 

V. COSTS OF CARRYING OUT THE BILL AND VOTE OF 
THE COMMITTEE IN REPORTING THE BILL 

In compliance with clause 7 of Rule XIII of the Rules of the House 
of Representatives, the following statement is made relative to the 
effect on the revenues of this bill. · 

Your committee does not believe that the changes made by this bill 
in the debt limit will result in any costs either in the current fiscal 
year or in any of the 5 fiscal years following that year. The Treasury 
Department agrees with this statement. 

In compliance with clause 2(1) (2) (B) of Rule XI of the Rules 
of the House of Representatives, the following statement is made rela
tive to the record vote by the committee on the motion to report the 
bill. The bill was ordered reported by a voice vote. 
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VI. CHANGES IN EXISTING LAW MADE BY THE BILL, 
.AS REPORTED 

In compliance with clause 3 of Rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 

SECOND LIBERTY BOND ACT 

AN ACT TO authorize an additional issue of bonds to meet expenditures for the 
national security and defense, and, for the purpose of assisting in the prosecu
tion of the war, to extend additional credit to foreign Governments, and for 
other purposes 

Be it enacted by the Senate and House of Representatives of the united 
States of America in Congress assembled, That the Secretary of the 
Treasury, with the approval of the President, is hereby authorized 
to borrow, from time to time, on the credit of the United States for 
the purposes of this Act, to provide for the purchase, redemption, 
or refunding, at or before maturity, of any outstanding bonds, notes, 
certificates of indebtedness, or Treasury bills of the United States, 
and to meet expenditures authorized for the national security and 
defense and other public purposes authorized by law, such sum or 
sums as in his judgment may be necessary, and to issue therefor bonds 
of the United States. 

The bonds herein authorized shall be in such form or forms and 
denomination or denominations and subject to such terms and 
conditions of issue, conversion, redemption, maturities, payment, and 
rate or rates of interest, not exceeding four and one-quarter per 
centum per annum, and time or times of payment of interest, as the 
Secretary of the Treasury from time to time at or before the issue 
thereof may prescribe. Bonds authorized by this section may be 
issued from time to time to the public and to Government accounts 
at a rate or rates of interest exceeding 4X per centum per annum; 
except that bonds may not be issued under this section to the public, 
or sold by a Government account to the public, with a rate of interest 
exceeding 4X per centum per annum in an amount which would cause 
the face amount of bonds issued under this section then held by the 
public with rates of interest exceeding 4X per centum per annum to 
exceed [$10,000,000,000] $12,000,000,000. 

* • * • • 
SEc. 18. (a) In addition to the bonds and certificates of indebtedness 

and war-savings certificates authorized by this Act and amendments 
thereto, the Secretary of the Treasury, with the approval of the 
President, is authorized subject to the limitation imposed by section 
21 of this .Act, to borrow from time to time on the credit of the United 
States for the p oses of this .Act, to provide for the purchase, 
redemption, or ding, at or before maturity, of any outstanding 
bonds, notes, certificates of indebtedness, or Treasury bills of the 
United States, and to meet public expenditures authorized. by law, 
such sum or sums as in his judgment may be necessary and to issue 
therefor notes of the United States at not less than par (except as 
provided in section 20 of this Act, as amended) in such form or forms 
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and denomination or denominations, containing such terms and con
ditions, and at such rate or rates of interest, as the Secretary of the 
Treasury may prescribe, and each series of notes so issued shall be 
payable at such time not less than one year nor more than [seven] 1 0 
years from the date of its issue as he may prescribe, and may be 
redeemable before maturity (at the option of the United States) in 
whole or in part, upon not more than one year's nor less than four 
months' notice, and under such rules and regulations and during such 
period as he. may prescribe. 

• * • • • * * 
SEc. 21. The face amount of obligations issued under authority of 

this Act, and the face amount of obligations guaranteed as to principal 
and interest by the United States (except such guaranteed obligations 
as may be held by the Secretary of the Treasury), shall not exceed in 
the aggregate $400,000,000,000 1 outstanding at any one time. The 
current redemption value of any obligation issued on a discount basis 
which is redeemable rior to maturity at . the option of the holder 
thereof shall be consi , for the purposes of this section, to be the 
face amount of such obligation. 

* * * * 

ACT OF NOVEMBER 14, 1975 

AN ACT To increase the temporary debt limitation until March 15, 1976 

Be it enaeted by the Senate and House of R~esentatives of the United 
States of America in Congress assembled, [That during the period 
beginning on the date of the enactment of this Act and ending on 
March 15, 1976, the public debt limit set forth in the first sentence 
of section 21 of the Second Liberty Bond Act (31 U.S.C. 757b) shall 
be temporarily increased by $195,000,000,000.] 

SEc. 2. Effective on the date of the enactment of this Act, the first 
section of the Act of June 30, 1975, entitled "An Act to increase the 
temporary debt limitation until November 15, 1975" (Public Law 
94-47), is hereby repealed. 

VII. OTHER MATTERS REQUIRED TO BE DISCUSSED 
UNDER HOUSE RULES 

In compliance with clauses 2(1) (3) and 2(1) (4) of Rule XI of the 
Rules of the House of Representatives, the following statements are 
made. 

With regard to subdivision (A) of Clause 3, the Committee advises 
that its oversight findings led it to the conclusion that an increase in 
the public debt limitation was required before March 15, 1976, 
and that this occasioned the consideration of the Committee amend
ment. 

In comp1iance with subdivision (B) of Clause 3 the Committee 
states that the change made in the debt limitation provides no new 
budget authority or new or increased tax expenditures. 

1 The bill as reported provides for a temporary lncreaase of $2:27,000,000,000 in this debt 
ceiling for the period beginning on the date of enactment of this Act and ending on 
June 30, 1976. 
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.With res_Pect to subdi~sions (C) and (D) of Clause 3, the Com
mitte~ adVIses that no estiiil;ate or comparison has been prepared by 
the J?~rector of the CongressiOnal Budget Office relative to any of the 
proVIst~ns of H.R. 11893, nor have 1!-ny oversight findings or recom
mendations been made by the Comm1ttee on Government Operations 
with respect to the subject matter contained in H.R. 11893. 

In compliance ~th clause 2(1)(4) of Rule XI, the Committee 
sta~es th:;tt the ~ebt limitatio~ change .of itself ~s not expected to have 
an ~nflatwnary unpact on pnoes and m costs m the operation of the 
nattonal economy. . 

VIII. ADDITIONAL VIEWS ON H.R. 11893 OF REPRESENT
ATIVES STARK AND STEIGER 

In rep?rting this ~ill, the ~ ays and Means Committee precluded 
~he addition of .a section ~equmng the payment of a minimum rate of 
mterest on Series E Savmgs Bonds. We will be seeking to offer an 
!1-mendment on the Floor to provide that the Treasury pay 4 percent 
mterest to all holders of these bonds, as long as they hold them for the 
minimum time period of 2 months. 

Re~ent Treast;U'Y D~partment data show:s that of all purchasers 
of sa v bonds Issued m 197 4, nearly one-third redeemed them within 
6 mont , thereby getting no interest at all. An additional twelve 
percent of 1974 purchasers held the bonds for between 6 months and 
1 year, a~d were paid interest of only 3.7 percent. The reason this 
happens 1s because Treasur:y curre~t_ly computes interest every 6 
months and even then, there 1s no mmrmum guaranteed interest rate. 

The amendment we will offer will provide for computation every 
month, with an assured rate of 4 percent (the reqmrement for no 
redemptions withiD; the first 2 m~mths ~s. as under current law). At 
~os~, we m .. "Pect thts could result m addttwnal outlays of $26 million 
m Ftscal Year 1977. 

Si~ce the. effect of H.R. 11_893 ~ll l;e to increase Treasury's au
thonty to tssue long-term, h1gh-ywld mstruments we feel it most 
appropriate that the bill also increase the rate of ret~rn on E Bonds~ 
held. mostly by citize~s wh~ ca_nnot afford the minimum purchase 
reqmrements of the higher y1eldmg Treasury bills. 

wILLIAM A. STEIGER, 
PETE STARK. 

IX. MINORITY VIEWS OF THE HONORABLE WILLIAM M. 
KETCHUM, DONALD D. CLANCY, BILL ARCHER, PHILIP 
¥· CRANE, JAMES G. MARTIN AND L. A. (SKIP) BAFALIS 

This is the fifth debt c~iling. increase that has been sought in the 
last twelve months. If posstble, It makes even less sense than its pred-
ecessors. , 

We are asked t? condone an additional debt of $33 billion for only 
!1 three month penod-from $595 billion in March 1976 to $627 billion 
m ~une,I976. The numb~rs have an air of unreality about them-but 
the reahty of the econormc chaos they betoken is all too apparent. 

Last ~ oyember we warned that the debt ceiling would be increased 
by $20 billion every two or three months. We take no comfort in being 
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proven correct. The Treasury Department contemplates asking for an 
increase in the debt ceiling of $100 billion between March 1976 and 1977. 
If this practice continues, the national debt will be in excess of one tril
lion dollars by April1980. Existing national debt will have doubled by 
March 1982, just six years from now. 

These figures are concrete proof that the wild deficits of recent years 
are leading us into bankruptcy. We hope the majority will see the writ
ing on the wall at last and immediately establish a firm spending ceiling 
as close as possible to a balanced budget. We also hope that this latest 
debt increase is voted down since we can no longer afford the cost of 
programs already approved. 

There is nothing that makes it impossible for the United States to go 
the same route as New York City. The surest way for this to happen is 
to condone the addition of $100 billion in debt every twelve months. The 
Members who are serious about restoring fiscal responsibility to govern
ment will join us in defeating this bill. The Members who are not will 
contribute to our economic collapse. · 

Since we did not vote for the massive Federal spending programs that 
created the multi-billion dollar deficit, we feel no obligation to support a 
debt ceiling increase. Those who do believe in deficit financing, however, 
should bear the weight of the debt. Instead, many seek to run away 
from it. The only reason we are faced with this bill is the failure of the 
Congressional leadership to restrain its spending. Let them defend this 
bill to their constituents-its their legacy. 

0 

DoNALD D. CLANCY, 
L. A. BAFALIS, 
PHILIP M. CRANE, 
WILLIAM M. KETCHUM, 
JAMES G. MARTIN, 
BILL ARCHER. 



H. R. 11893 

JFUntQ!~fourth C!ongrtss of tht tinittd ~tatrn of 5!mttica 
AT THE SECOND SESSION 

Begun and held at the City of Washington on Monday, the nineteenth day of January, 
one thousand nine hundred and seventy-s~ 

5ln 2lrt 
To increase the temporary debt limit, and for other purposes . 

. Be it enaated by the Senate and HOU8e of Representatives of the 
United States of Ameriaa in Oongress assembled, That during the 
period beginning on the date of the enactment of this Act and ending 
on June 30, 1976, the public debt limit set forth in the first sentence 
of section 21 of the Second Liberty Bond Act ( 31 U.S.a. 757b) shall be 
temporarily increased by $227,000,000,000. 

SEc. 2. Effective on the date of the enactment of this Act, the first 
section of the Act of November 14, 1975, entitled "An Act to increase 
the temporary debt limitation until March 15, 1976" (Public Law 
94--132), is hereby repealed. 

SEc. 3. (a) The last sentence of the second paragraph of the first 
section of the Second Liberty Bond Act (31 U.S.a. 752) is amended 
by striking out "$10,000,000,000" and inserting in lieu thereof 
"$12,000,000,000". 

(b) Section 18(a) ofthe Second Liberty Bond Act (31 U.S.C. 753) 
is amended by strikmg out "seven years" and inserting in lieu thereof 
"ten years". 

SEC. 4. Section22(b) (1) ofthe Second Liberty Bond Act (31 U.S.a. 
757c(b)) is amended by adding at the end thereof the following new 
sentence: "The investment yield on series E savings bonds shall in no 
case be less than 4 per centum per annum compounded semiannually 
:for the period beginning on the first day of the calendar month follow
ing the date of issuance (or, beginning on October 1, 1R76, if later)- and 
ending on the last day of the calendar month preceding the date of 
redemption.". 

Speaker of the House of Representatives. 

Vice President of the United States and 
President of the Senate. 
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