
HIGHLIGHTS
HOME OWNERS1 LOAN CORPORATION

1933 - 1951

These HIGHLIGHTS present briefly the operations of the Home Owners'
Loan Corporation, and its final liquidation in 1951.

CREATION - ORGANIZATION - The Corporation was created under authority of the
Home Owners' Loan Act of 1933, approved June 13, 1933: "To provide emer-
gency relief with respect to home mortgage indebtedness, to refinance home
mortgages, to extend relief to the owners of homes occupied by them and who
are unable to amortize their debt elsewhere * **, and for other purposes. "

Direction of the Corporation was by a Board of Directors. From June 13,
1933 to February 23, 1942, the members of the Federal Home Loan Bank Board
constituted the Board of Directors. During the period February 24, 1942 to
July 26, 1947 these powers were vested in the Federal Home Loan Bank Commis-
sioner, and effective July 27, 1947 the functions of the Board of Directors were
transferred to the Home Loan Bank Board. The Corporation's by-laws provided
for general officers and for the proper delegation of authority. The peak num-
ber of 20, 811 employees was reached in November,. 1934, 2, 762 in the Home
Office and 18, 049 in field offices.

OFFICES - The Home Office of the Corporation was originally in Washington, D, C ,
occupying its own building at 101 Indiana Avenue, N. W. The Home Office and
operations were transferred to New York in September 1941 to make available
office space in Washington for emergency defense agencies. As the work-load
in the field offices diminished the activities were consolidated into the New York
Home Office, which was finally closed on May 31, 1951 and the concluding oper-
ations conducted in the Home Loan Bank Board offices in Washington. The peak
number of offices, reached in November 1934, was 458 field offices, including
11 Regional Offices, 54 State, Division and Territorial Offices, 208 District Of-
fices and 185 Sub-District Offices.

CAPITAL STOCK - The HOL Act authorized the Board to determine the amount of
capital stock, but not to exceed $200, 000, 000 and to be subscribed for by the
Secretary of the Treasury. 2, 000, 000 shares at $100 par were issued between
June 20, 1933 and August 7, 1934. All of the capital stock was retired between
March 6, 1950 and December 29, 1950.

BONDS - The Corporation was authorized to issue bonds in an aggregate amount not
to exceed $4, 750, 000, 000, exclusive of bonds for refunding; this authority was
used to the extent of $3,489, 453, 550. Bonds amounting to $2, 688, 215, 850 were
exchanged for mortgages; $ 100, 000, 000 were used in payment for capital stock
of the Federal Savings and Loan Insurance Corporation and $701, 237, 700 were
sold to provide working capital. In addition to the above, the Corporation issued
bonds for refunding purposes totaling $5, 013, 865, 325. Total issues aggregated
$8, 503, 318, 875, in 21 series. By the end of January 1950 the Corporation had
deposited with the Treasurer of the United States the necessary funds for redemp-
tion of all bonds and payment of accrued interest.
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CAPITAL STOCK - FEDERAL SAVINGS AND LOAN INSURANCE CORPORATION -
Title IV of the National Housing Act, approved June 27, 1934, created the Fed-
eral Savings and Loan Insurance Corporation. This Act provided that the Cor-
poration have capital stock of $ 100, 000, 000, the total amount to be subscribed
by the HOLC, and payment to be in bonds of the HOLC. This stock was held by
the HOLC until June 30, 1948, when it was transferred to the Secretary of the
Treasury pursuant to the Government Corporations Appropriation Act, 1949.
HOLC bonds of $125,181, 749. 98 were cancelled by the Treasury to cover the
$100, 000, 000 par value of the stock, and accrued dividends of $25, 181, 749. 98.
Dividends of $3, 035, 326. 09 had previously been paid by the FS&LIC; thus total
dividends received from this source amounted to $28, 217, 076. 07.

INVESTMENTS - SAVINGS AND LOAN ASSOCIATIONS - Under amendment to HOL
Act approved May 28, 1935, the Corporation was authorized to make investments
in any institution which was a member of a Federal Home Loan Bank, or whose
accounts were insured by the FS&LIC, and without discrimination in favor of
Federally chartered associations. These investments were made in 1365 insti-
tutions in the aggregate amount of $223, 856, 710. The entire amount has been
repaid, and without net loss; dividends amounting to $44, 745,479. 03 were re-
ceived from these investments.

LENDING OPERATIONS - 1, 017, 821 loans were made during the statutory lending
period - June 13,1933 through June 12,1936 - in the amount of $3, 093, 451, 321
(highest average loan in the District of Columbia $5, 819; lowest in Idaho $1, 744,
average $3, 039); this amount was disbursed in bonds and cash to institutions,
individuals, and for purposes summarized as follows:

(In millions of dollars)
Commercial Banks $525.0 Estates, Trusts, etc. $110.0
Mutual Savings Banks 410.0 Individuals 575.0
Building and Loan Associations 770.0 Taxes and Assessments 230. 0
Insurance Companies 165.0 Repairs and Reconditioning 70.0
Mortgage Finance Companies 195.0 Miscellaneous Loan Expense 43.5

Wholesale Department - This department was organized in October 1933 to nego-
tiate with regulatory authorities in the refunding of mortgages held by receivers
and conservators of institutions in liquidation. Its purpose was to prevent fore-
closures which otherwise might have been necessary in liquidating the assets of
institutions in legal custody and to relieve distress by accelerating the return of
funds to depositors and creditors. The department operated for approximately
18 months closing 137, 318 loans in the amount of $389, 527, 917, of which
$340, 620, 596 was paid to institutions in legal custody; this represents 13. 5% of
all original loans closed.

LOAN SERVICE OPERATIONS - Initially, loan service operations were conducted
from the Home Office at Washington, D. C., and as Regional Offices were es-
tablished these activities were decentralized to a Loan Service Division in Re-
gional Offices where servicing was by correspondence and, in seriously delin-
quent cases, through personal contact by field representatives. A major element
contributing to delinquency was failure of the home owner to pay taxes; this sit-
uation was ameliorated by the Corporation making provision for accumulation of
funds through monthly billings for accrual in borrowers1 "tax and insurance" ac-
counts. Agreements for this purpose were made with approximately 500, 000
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borrowers. Advances for taxes for the account of borrowers amounted to
$171,173,035.44.

Every possible forebearance was exercised before foreclosure was author-
ized; in 70% of the cases action was withheld until the account was a year or
more delinquent. The peak number of foreclosures was reached in June 1936,
when for three months approximately 8000 foreclosures per month were author-
ized.

The Mead-Barry Act, approved August 11, 1939, (amending HOL Act) au-
thorized extension of the period for amortization of loans from the original max-
imum of 15 years to a Tnaximnw of 25 years, where circumstances justified.
249, 904 extensions were granted. Effective October 16, 1939, the Corporation
commenced accepting interest at the rate of 4-1/2% instead of at th.e 5% contract
rate. These advantages to the borrower, and increased wages and opportunities
for employment through advancement of the national economy, created a marked
decrease in delinquencies and by June 30, 1941, 96. 5% of all accounts were in
satisfactory liquidating status.

PROPERTY MANAGEMENT - Approximately 253, 000 authorizations for foreclo-
sure were issued, of which 201, 942 were processed to foreclosure, the Corpo-
ration acquiring 198,141 properties. 74 additional properties were acquired,
bringing total acquisitions to 198, 215, of which number 198, 200 were sold and
15 rendered worthless by flood, tornado, or other disaster. Properties ac-
quired by the Corporation were taken under control of a Property Management
Division in Regional Offices.

Peak periods of property acquisitions were in 1937, 1938 and 1939, when ac-
quisitions amounted to 39, 534, 55,190 and 41,743,respectively. Peak sales
periods were 1939, 1940, 1941 and 1942 when sales numbered 37, 771, 49, 716,
34,745 and 30, 857, respectively. The peak point in property management oper-
ation involved more than 103, 000 properties, including more than 20, 000 in
process of acquiring title.

3000 contract management and sales brokers were engaged for the purpose
of collecting rents, maintenance, m?Tiagf»m«nif and sale of properties. Rents
collected amounted to $138, 645, 668.78 while expenses were $112, 826, 733.45,
including $ 13, 396, 904.32 paid for rental commissions. Net operating income
from management and rentals was $25, 818, 935.33.

The original amount of loans on acquired properties was $797, 061, 136. 55;
additions and credits increased the capital value to $1, 025, 921, 422.11. These
properties were sold for $737, 755, 535.47; after deducting sales expense of
$48, 410, 154. 03 the loss on properties sold was $336, 548, 215. 74.

Appraisal and ReconrtitTonfng - Appraisals were made by salaried and approved
fee appraisers. The Ccrparaitiam tmidleirtaak a -wast m-service program for
training and qualifying appraisers ami sMejr 5̂™̂^̂l̂âl examination 1300 qualified
for positions as salaried apparaiseirs ami 27CD® were approved as qualified fee ap-
praisers. By June 30, 1934, 5,172, S03 gffimTTTisaTig were concluded.

RecomiEiftiomng was comxtaettedi foy ttfie lfo»»«)iri«Tfifflfi[T«Tm̂ g Section in Regional Of-
fices where plans, -"speoiriifraiii MM*̂ . amj cmstt estimates were developed; the re-
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conditioning work was performed under contracts, after competitive bidding, and
supervised and controlled by the Corporation's salaried and fee personnel. More
than 867, 000 reconditioning contracts were entered into.

ACCELERATION OF PAYMENTS - During 1944 the mortgage portfolio of 255 ac-
counts in Hawaii was sold. A premium of $2, 623. 24 was received. In March
1948 the Corporation initiated two programs to accelerate maturity of accounts,
planned as follows: (a) home owners with loan balances up to $300 were urged
by letter to pay their accounts in full; and (b) where aggregate loan balances
within a State were less than $1, 000, 000, sales of accounts, after informal bid-
ding, were to financial institutions in localities served by such institutions. In
June 1949 a further program was inaugurated for the sale of the remaining loan
accounts by public offering on a state-wide basis and, generally, where the ag-
gregate of loan balances exceeded $1, 000, 000. As of June 30, 1949, the Cor-
poration's loan portfolio included 201, 338 accounts with balances of
$319, 342, 497.17. Of these 53, 732 were paid in full during course of regular
operations; 141, 869 were delivered to assignees under state-wide contracts,
and 5, 737 delivered to other assignees. Premiums were received under 27 of
the state-wide contracts; under two contracts loans were sold at par, and in
Maine and Puerto Rico the loans were disposed of at a discount after no bids
were received at par. Premiums amounted to $2, 239, 025. 87 and discounts
$ 19, 533. 97. Including premium from the sale of Hawaii loans ($2, 623. 24) the
net over-all premium from sale of all accounts totaled $2, 222,115.14.

INCOME AND EXPENSE - The gross income of the Corporation was
$1,417, 134,829.51 of which $1,192,016,622. 53 was interest received on loans
to borrowers and $74, 380, 281. 62 from investments. Expenses aggregating
$1, 065, 052, 680. 77 included the larger items of bond interest of $655,209,292.74
and employees salaries of $ 224, 752, 775. 25. Net income before losses was
$352,082, 148.74.

LOSSES - RESERVES - The Corporation provided a reserve for losses on mortgage
loans, interest and property, fidelity and casualties, fire and other hazards
amounting to $351, 990, 459. 06. Losses charged to this reserve were
$337, 893, 825. 16, leaving an excess reserve of $14, 096, 633. 90 credited to sur-
plus.

PAYMENTS INTO THE TREASURY OF THE UNITED STATES - SURPLUS - By
June 1949 the cumulative surplus or net earnings was $1, 468,117. 82; this was
increased to $14, 065, 441. 76 at June 30, 1951. By November 30, 1951 the sur-
plus was $ 14, 068, 588. 64.

Pursuant to the Independent Offices Appropriation Act, 1952, $75, 000 of
these surplus funds were made available to the Home Loan Bank Board to take
care of such matters as may arise following the close of the Corporation's op-
erations.

A total of $ 13, 993, 588. 64 of the cumulative surplus funds of the Corpora-
tion has been paid into the Treasury of the United States. These payments were
in May 1951 - $13, 800, 000, and in December 1951 - $193, 588. 64, thus ac-
counting for the Corporation's net earnings of $14, 068, 588. 64.
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