
HOME OWNERS' LOAN CORPORATION

The Home Owners' Loan Corporation was created by an act of 
Congress approved June 13, 1933. The act has since been amended 
three times. The major purpose of the Home Owners' Loan Corpora
tion is to refinance mortgages of urban home owners in actual danger 
of losing their homes through foreclosure and thus enable them to save 
their home property by assuming a new, more convenient loan.  

To be eligible for refinancing through this agency a property must 
be the actual home of the owner, a dwelling for not more than four 
families, and worth not more than $20,000. The maximum loan 
permitted under the law is 80 percent of the appraised value of the 
property, or $14,000, whichever is the smaller.  

The Corporation was given an initial capital of $200,000,000, 
besides which it has been authorized to issue and have outstanding 
bonds in the amount of $4,750,000,000, to be exchanged for mortgages 
or sold to obtain funds. Home Owners' Loan Corporation bonds 
totaling $100,000,000 have been assigned to provide capital for the 
Federal Savings and Loan Insurance Corporation. The Home 
Owners' Loan Corporation is also authorized to buy obligations of 
the Federal home-loan banks, and to invest in Federal savings and 
loan associations and other qualified home-financing institutions, to a 
total amount of $300,000,000.  

ORGANIZATION 

The Home Owners' Loan Corporation is directed by the five 
members of the Federal Home Loan Bank Board, who constitute the 
board of directors of the Corporation. Supervision of operations is 
delegated to a general manager and deputy and assistant general 
managers. The principal office of the Corporation is in Washington, 
D. C., where all of the policies of the Corporation are determined and 
all corporate action is authorized, and from which the principal 
executive direction of the Corporation is exercised. All control 
accounts and all reports of the operation of the Corporation are 
consolidated in the Washington office.  

Eleven regional offices are maintained-in Boston, New York, 
Baltimore, Cincinnati, Atlanta, Memphis, Detroit, Chicago, Omaha, 
Dallas, and San Francisco-as is shown on the regional map attached, 
marked "Exhibit I", which also shows the location of the State 
offices referred to below. Regional executives, under immediate 
direction of executives of the Corporation in Washington, have general 
supervisory authority over the Corporation's work in the States of 
their respective regions.  

In addition, each regional office also takes care of such major 
routine operations within the region as can best be handled centrally 
in large units. Among these are the maintenance of detailed records 
and accounts for each loan, the mailing of notices, the receipt of
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remittances sent in the mail, and the crediting of all payments 
received.  

A State office is maintained in each State except Texas, which has 
three divisional offices, at Dallas, Houston, and San Antonio. Terri
torial offices are maintained in Hawaii, Puerto Rico, and the District 
of Columbia. Alaska is served from the Washington State office at 
Seattle.  

District offices are located at points of principal loan concentration 
and operate under immediate direction from the State offices as a 
part of the State agencies. A list of all the offices of the Corporation 
as of June 30, 1935, is attached as exhibit 2.  

The Corporation's State organizations, under the general super
vision of the regional offices and subject to the regulations of the 
board of directors in Washington, are responsible for lending opera
tions. Except for a small number of cases of specified types where 
the application must be approved by the Washington office, all appli
cations are finally passed upon and all loans disbursed by the State 
agencies. Under the supervision of the regional offices, the State 
offices also have direct responsibility for the handling of special 
problems that come up in individual cases in the course of the Corpo
ration's loan-servicing work. All personal contacts with borrowers 
are conducted by the Corporation's State, district, and local offices, 
these latter operating under the immediate supervision of the State, 
divisional, or Territorial office.  

Under the board of directors, chief executive authority over the 
operations of the Home Owners' Loan Corporation is vested in a 
general manager, assisted by deputy general managers. Executive 
control is stepped down through a line organization comprising 6 
assistant general managers, 11 regional managers, and 52 State, 
divisional, and Territorial managers to the district and subdistrict 
offices. In addition, special departments have been created to deal 
with such special or technical aspects of the Corporation's work as 
matters of finance, appraisal, research, reconditioning, loan service, 
management of acquired properties, personnel, public relations, and 
law. Some of these departments are responsible directly to the 
management, some both to the management and board, and others 
of a staff nature, serving all four agencies, operate directly under the 
board. An organization chart of the Home Owners' Loan Corpora
tion, marked "Exhibit 3", is attached.  

During the early months of operation, before the volume of loans 
granted had reached an appreciable total, the Corporation func
tioned directly from the home office at Washington to the State 
offices. When closings began to mount, this method of operation 
soon proved ineffective, and the Corporation found it necessary to 
establish regional offices. Essentially the regional offices represent a 
break-down and decentralization of functions that would otherwise 
have to be handled centrally in the home office. By decentralizing 
through regional offices the Corporation has not only avoided an un
necessary and undue concentration of personnel at Washington and 
eliminated the handicaps, delays, and travel expenses that distances 
to one central office would have involved, but has facilitated dealings 
between supervisory executives and officials engaged in field service, 
with resulting improvement in efficiency all along the line.
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The development of the regional offices, opened during the year 
1934, was completed during the period of this report. The result has 
been a more effective management in the State offices, in the regional 
offices, and in Washington, both from the standpoint of cost and 
from the standpoint of performance.  

PERSONNEL 

At the beginning of the period covered by this report, December 31, 
1934, the Corporation had 19,775 employees, 2,384 employed in the 
home office in Washington, 3,240 in the regional offices, and 14,151 
in the State and district offices; at the end of the period of this report, 
the Corporation had 19,590 employees, 2,173 employed in the home 
office in Washington, 4,373 in the regional offices, and 13,044 in the 
State and district offices. A chart is attached, marked "Exhibit 4", 
indicating the number of employees, by months, from December 1933 
to the end of this report period, and showing separately the number 
of employees in the home office, in the regional offices, and in the 
field offices. The same information is given graphically on exhibit 5 
attached.  

At the inception of its program the Corporation was confronted 
with a staggering personnel problem in securing promptly enough to 
meet the requirements of the emergency an adequate number of em
ployees possessing the necessary technical and professional qualifica
tions to handle so large and widespread a lending operation. During 
the period of this report the Corporation has continued in its efforts 
to perfect its personnel organization and has dealt particularly with 
the problem of the selection and training of personnel for loan
servicing work and for the management of acquired properties. In 
making appointments to its loan-servicing organization, the Cor
poration has recognized the grave importance of securing personnel 
thoroughly competent to deal with the individual problems of indi
vidual home owners, to protect the Corporation and the Govern
ment in loan collections, and at the same time to do reasonable justice 
to its borrowers. While it is the policy of the Corporation to fill 
loan-servicing positions wherever possible by transfer from within the 
organization, the controlling consideration must be that of appoint
ing persons eminently qualified, both by training and personal apti
tude. Consistent with this policy, the majority of servicing per
sonnel appointed during the period of this report have been selected 
from employees formerly engaged in lending operations. The best 
interests of the Corporation and its home-owner borrowers have, 
however, made necessary the selection of a number of field represen
tatives from outside the organization because of the special qualifica
tions required.  

RULES AND REGULATIONS 

The statute provides that the Corporation function under rules 
and regulations made by the Board. Manuals of rules and regula
tions, amended from time to time as need has required, have been 
prescribed by the Board providing for all of the principal operations 
of the Corporation, and authorizing executive action in matters of 
detail not inconsistent with such rules and regulations. These 
manuals of rules and regulations have been made available to all of
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the principal executives of the Corporation in the Washington, re
gional, State, and district offices. These manuals, with amend
ments, will be filed with the Federal Register, as provided by statute.  

OPERATIONS 

From the beginning of its operations through June 27, 1935, the 
Corporation received 1,868,510 loan applications for an average 
amount of $3,272, each, and for a total amount of $6,109,779,247; 
of this number only 125,6511 were received subsequent to the amend
ment of May 28, authorizing the Corporation to receive additional 
applications for a period of 30 days. Of the total number received, 
882,223 loans were closed up to the end of this fiscal period for an 
average amount of $3,012 each and for a total amount of $2,657,
369,111. Of the applications remaining, 647,662 had been suspended 
or withdrawn at the date of this report, leaving only some 19 percent 
of the total number received still to be disposed of. Loan closing 
during the first 6 months of 1935 proceeded more slowly than during 
the year 1934. From December 31, 1933, to December 30, 1934, 
loans totaling $2,557,419,154 were closed; whereas in the 6 months' 
period from December 31, 1934, to June 30, 1935, loans closed aggre
gated only $217,907,390. The decline in rate of loan closing does 
not, however, indicate any decrease in the Corporation's aggregate 
activities. The actual number of cases handled and disposed of dur
ing the first half of 1935, rejections and closings both considered, 
compares favorably with the record during 1934. With the return 
of more normal conditions in the early part of 1935, the Corpora
tion found it possible to place an increasingly large number of applica
tions with private lending institutions.  

Early in its operations it became necessary for the Corporation to 
create a special division, which became known as the wholesale divi
sion, to relieve quickly the acute distress of both borrowers and in
vestors having an interest in mortgages in closed financial institutions.  
Loans aggregating more than $380,000,000 were granted by that 
division to distressed home owners facing the loss of their homes 
through foreclosure. During the period of this report the wholesale 
division concluded its task, and the work of processing the few remain
ing eligible applications involving institutions in liquidation was 
taken over by the regular State agencies.  

A tabulation, marked "Exhibit 6", is attached giving detailed 
figures of applications received and acted upon by regions, and by 
States and territories. An analysis of loans closed is shown in 
exhibit 7, which is attached. A chart, marked "Exhibit 8", is 
attached showing graphically the progress made by the Corporation 
in dealing with loan applications. Also attached is a chart, marked 
"Exhibit 9", showing the relative value of collateral and percent of 
owned nonfarm homes mortgaged to the Corporation.  

It is of interest to note that the average Corporation loan is only 
$3,012. The average appraised value of the homes securing these 
loans is approximately $4,300. Monthly payments due the Cor
poration from its borrowers average approximately $24 per month.  
The total amount loaned to the end of this report period was sub
stantially more than 12 percent of the total urban home-mortgage 
debt of the country.  

1 Later reports received after June 27, 1935, increased this number to 143,698 applications.
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RECONDITIONING DIVISION 

The reconditioning division is responsible for the technical de
termination, inspection, and supervision of the repairs necessary to 
make the homes of the Corporation's borrowers acceptable collateral 
for long-term loans. The division also acts on applications for more 
extensive improvement than necessary repairs, where such are re
quested by the home owner, and if acceptable under the Corporation's 
regulations, supervises the completion of the work.  

In this manner the Corporation assures itself that the real-estate 
security will be in such structural condition as to suffer the minimum 
of deterioration during the life of the loan. As a further advantage the 
home owner, better satisfied with his property, will strive the harder 
to retain it. Mortgage loans granted under such a service stand a 
far better chance of being repaid.  

The activity and scope of the work of this division can best be 
illustrated by the number of home owners served during the period 
from January 4 to July 4, 1935. During this period 200,981 indi
vidual properties were inspected. Reconditioning work was ap
proved in 130,271 cases involving an expenditure of $26,560,019.  
Contracts were awarded in 74,613 cases for an aggregate amount of 
$14,363,165. The division completed and approved for disburse
ment during this period 75,215 cases representing a dollar volume of 
$16,106,546. Fully 40 percent of the homes financed by the Corpora
tion have been or are being reconditioned under the supervision of 
its reconditioning division.  

Apart from the immediate service to home-owner borrowers and 
the protection afforded the Corporation through the preservation of 
the security underlying its loans, the work of the reconditioning divi
sion has provided a considerable volume of construction work at a 
time when a stimulation of the capital-goods industries was badly 
needed. Of more permanent significance, however, is the standard 
set for home owners, contractors, and home-financing institutions 
the country over.  

APPRAISAL DIVISION 

The emergency needs of home-owner applicants could not wait 
upon the development of a force of appraisers trained in advance in the 
technicalities of the work to be undertaken. Training had to take 
place along with the processing of loan applications. In order to 
start lending operations at once and at the same time protect the 
interests of the Corporation, it was necessary to adopt a screening 
process by which early errors in valuations would be corrected through 
subsequent reviews of appraisals, these corrections occurring while 
the application was still under consideration and before commitments 
were issued. For this reason there have been frequent instances 
where subsequent reductions in the amount to be loaned has resulted 
in unavoidable annoyance to applicants and mortgagees. By this 
means, however, the Corporation was able to make its facilities 
promptly available to distressed home owners, and at the same time 
assure that its loans were adequately secured.  

The training of appraisal personnel and refinement of procedure 
have progressed continuously since the Corporation was organized.  
By June 1935, the Division had examined and rated over 6,000 appli-
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cants for appraisal work. It had qualified approximately 4,000; 
some 1,300 for salaried positions and 2,700 for fee assignments.  

In training and qualifying these 4,000 residential appraisers, the 
appraisal division has made a lasting contribution to the home
mortgage field. Never before in the history of home-mortgage finance 
has there been such a concentrated study of appraisal methods and 
procedure, nor have the results of that study been made so widely 
available. It is a recognized fact that the Corporation as the pioneer 
in the wholesale residential appraisal field has established for real 
property valuations, a national standard, accepted by real-estate 
boards, mortgage lending institutions, and many governmental 
agencies. The work of the Corporation's appraisal division has 
already contributed, in a degree that can hardly be overestimated, 
toward sounder lending by home-financing institutions, more adequate 
security for the savings of their investors, and a fuller measure of 
protection for the home purchaser.  

INVESTMENTS IN FEDERAL AND ELIGIBLE STATE-CHARTERED 

INSTITUTIONS 

Under the act approved May 28, 1935, the Corporation was author
ized to invest up to a total of $300,000,000 in bonds or debentures of 
Federal home-loan banks, in shares of Federal savings and loan 
associations, and in the securities of eligible State-chartered building 
and loan associations, and similar institutions. During this report.  
period, plans were made for carrying out this provision of the law,.  
but no applications were received ,and no investments were made 
prior to June 30, 1935.  

MORTGAGEE REHABILITATION DIVISION 

Out of the total applications filed with the Home Owners' Loan 
Corporation, many were received from home owners who, while in 
default on their mortgage obligations were not in such distress as to 
qualify for emergency relief from the Corporation. It has consistently 
been the policy of the Home Owners' Loan Corporation to make its 
facilities available only where private capital is definitely inoperative.  
Consistent with this policy the Corporation established a Mortgagee 
Rehabilitation Division for the purpose of assisting home owners and 
mortgagees to work out between themselves a favorable solution of 
the mortgage problem wherever possible, and of relieving to this extent 
a burden that the Corporation would otherwise have had to carry.  
The Mortgagee Rehabilitation Division first obtained the active 
cooperation of life insurance companies and later that of other mort
gage lending institutions. As a result of this program a large number 
of individual debts were adjusted in such a manner that the original 
mortgagee has continued to carry them without embarrassment and 
the mortgagor, under the revised repayment schedule, has been able 
to keep the indebtedness in good standing according to the terms of 
the adjusted contract.  

COLLECTIONS 

Originally the Corporation, through billings and correspondence 
from the home office at Washington, made its best efforts to collect 
payments due it by mail. In 1934 this work was transferred to the.
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regional offices, cases of serious delinquency being serviced through 
the existing State and district organizations. At the same time steps 
were initiated to develop a separate division to concentrate on the 
servicing of loans and to be manned by employees giving their full 
time to this work. During this report period, special effort has been 
made to facilitate the full development of a specialized loan servicing 
division.  

There is attached hereto, marked "Exhibit 10", a chart indicating 
collections of principal and interest through December 31, 1933, and 
monthly to the end of this report period. The same information is 
indicated on exhibit 11, also attached. While the Corporation is not 
satisfied with its collection record during this report period, an effec
tive control has been established through the regional offices. A loan
servicing program completely planned is rapidly being established in 
the State offices and is already bringing more satisfactory results.  
A chart is attached, marked "Exhibit 12", indicating separately as to 
interest and principal, total accruals and payments. By June 1935, 
approximately 60 percent of payments were being met on the due 
date, or within a few days thereafter, as a result of mail billing only.  
This percentage is based upon the original loan contracts without 
regard to any extensions or forebearances. It is also of significance 
that in recent months there has been a steady increase in the per
centage of payments received to payments due, reflecting both an 
improved servicing procedure, and an improvement in general 
economic conditions.  

FINANCIAL STATEMENTS 

A detailed financial statement showing the financial conditions of 
the Home Owners' Loan Corporation as of June 30, 1935, together 
with a statement of income and expense for the 6-month period from 
January 1, 1935, through June 30,1935, are included in the appendix 
marked "Exhibit 13." 

RESULTS TO DATE 

The primary purpose of the Home Owners' Loan Corporation has 
been to provide direct and immediate relief for individual distressed 
home owners. This report indicates the substantial achievement of 
this purpose. Before the end of the calendar year 1935, the Corpora
tion will have made loans to approximately 1,000,000 home owners 
who were confronted with the imminent loss of their homes. Debt 
burdens have been refunded on the basis of a 5-percent interest rate 
and an amortization period which permit their liquidation by monthly 
payments, in nearly every case less than rentals. The beneficial 
results of this relief in the form of human gain cannot be measured 
quantitatively but include the security of many an American home 
and family.  

One of the Corporation's most significant accomplishments is its 
contribution toward the stabilization and improvement of an im
portant section of the country's financial structure. Mortgagees of 
every type and hence the whole mortgage market have gained in 
liquidity through the Corporation's refinancing operations. From a 
condition of drastic stringency, mortgage lending institutions have 
improved until at the end of this report period they find themselves in 
a cash position better than any since the early days of the depression.
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By liquidating their frozen and unproductive assets the Corporation 
has assisted private lending institutions to resume their normal 
functions in the home-mortgage field with resulting benefits not only 
to investors but to the communities whose mortgage needs they serve.  

The improved condition of mortgage-lending institutions has been 
paralleled and supported by a stabilization and rise in real estate 
values. In large measure this development is directly due to the 
work of the Home Owners' Loan Corporation. When the Corpora
tion began operations in June 1933, foreclosures numbered nearly a 
thousand a day, the highest in the country's history. Under the 
pressure of this unprecedented and mounting volume of foreclosures, 
property values were falling to continually lower levels. By relieving 
a market already severely depressed from a flood of foreclosed prop
erties selling at sacrifice prices, the Corporation has assisted not only 
in checking the deflationary cycle but in reversing that trend toward a 
restoration of normal values.  

ADMINISTRATIVE PROBLEMS 

The major administrative problems faced by the Corporation 
during the early part of its program were inherent in the peculiar 
character of its work. Unlike many governmental agencies, the 
Corporation is working not in large units through the mediacy of other 
organizations, but is dealing directly with nearly 2,000,000 indi
vidual home-owner applicants and borrowers in all sections of the 
country. Each of its loans, averaging only a little above $3,000, has 
to be processed through a detailed procedure beginning with the 
appraisal through to title search and disbursement. Its work had to 
be adjusted to the intricacies of the mortgage lending and real estate 
title practices required under 52 separate jurisdictions. In valuing 
homes in different sections of the country, some located in large urban 
centers, others in small cities, towns, and hamlets, the Corporation 
has been confronted by appraisal and title problems often difficult of 
solution. It was natural that the Corporation should encounter 
major problems in assembling and training an adequate staff of 
employees technically and professionally qualified for the work of 
each of its departments. At the outset it was favored in this under
taking by economic dislocations leaving competent technical men 
temporarily unemployed and available at moderate salaries. With 
the gradual improvement of business conditions many of the Cor
poration's executives will return again to private industry, but the 
Corporation hopes to retain those who are most competent to assist in 
the loan-servicing program.  

The major problems of the future are the collection and servicing of 
loans and the successful management of such properties as it becomes 
necessary for the Corporation to acquire. It is the policy of the 
Corporation to be as considerate of delinquent but deserving borrow
ers as its responsibility to the Federal Government and the tax
paying public will permit. In every case of serious delinquency the 
Corporation's procedure provides for personal conferences with the 
home owner on the part of a field representative competent to deal 
understandingly with the situation. These interviews have for their 
first objective some mutually satisfactory adjustment of the repay
ment schedule that will enable the borrower to carry the account and
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eventually liquidate past delinquencies. Even in cases where it is 
manifest that the borrower cannot hope to retire the loan obligation 
he is first given every opportunity to carry the obligation either 
through renting the property, applying rentals to the loan account, 
or, as a second alternative, to realize his equity through sale to a third 
party. The Corporation cannot, however, permit an indefinite 
accumulation of delinquencies, nor can it countenance instances of 
willful default. In addition, occasional cases are bound to occur 
where because of the death of the borrower, legal difficulties, or similar 
complications, the Corporation is obliged to act promptly for the 
protection of its interest. As of June 30, 1935, 568 foreclosures had 
been authorized; 269 of these involved the abandonment of the 
property, 80 were cases where the borrower had died and the heirs 
were unwilling to assume the mortgage obligation, and the remainder 
were due either to technical legal difficulties or to the obstinate refusal 
of the mortgagor either to make payments well within his means or to 
cooperate in arriving at a method by which the property could be 
successfully carried. In servicing a million small accounts with 
scrupulous regard not only to its own interests but to those of its 
borrowers as well, and in holding expenses, together with any losses, 
within the differential between the interest received from its borrowers 
and interest payable on its bonded indebtedness, the Corporation 
faces a formidable operating problem.  

For the handling of property that it is obliged to take over the 
Corporation has created a Property Management Division. This 
Division is charged with the responsibility of putting properties in 
suitable condition and of either renting them or disposing of them 
through sale. In handling acquired properties the Corporation 
avoids any sale that will adversely affect the local real-estate market.  
Until such time as a sale can properly be effected it arranges for the 
rental of the property.  

COOPERATION WITH OTHER FEDERAL AGENCIES 

The Corporation has endeavored at all times to cooperate with 
other agencies of the Government functioning in the-home-financing 
field. Through the exchange of information and joint conferences 
much has been accomplished in the way of eliminating the duplication 
of effort and in clarifying the public mind.  

Some of the concrete accomplishments of this policy have been: 
(1) The elimination from our files of applications clearly within the 
operations of the Farm Credit Administration; (2) the coordination 
of appraisal methods used by the Corporation and the Farm Credit 
Administration so that the refinancing of loans on eligible acreage 
property would be approximately the same amount from either 
agency; (3) the refinancing of loans rejected by the Corporation, 
because of insufficient evidence of distress, through member institu
tions of the Federal Home Loan Bank System; (4) the exchange of 
appraisal information and technical personnel data with other 
Federal agencies active in housing construction, insurance, or finance; 
and (5) exchange of information, records, rules and regulations, 
State tax digest, and legal opinions wherever such exchange would 
effect better coordination of governmental housing activities.  
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EXHIBIT 2 

List of regional offices of Home Owners' Loan Corporation June 30, 1935 

District no. 1: 
Boston, Mass.: Maine, Massachusetts, New Hampshire, Rhode Island, 

Vermont.  
New York City, N. Y.: Connecticut, New Jersey, New York.  

District no. 2: 
Baltimore, Md.: Delaware, District of Columia, Maryland, Pennsylvania, 

Virginia.  
Cincinnati, Ohio: Ohio, West Virginia.  

District no. 3: 
Atlanta, Ga.: Alabama, Georgia, North Carolina, South Carolina, Florida.  
Memphis, Tenn.: Arkansas, Kentucky, Louisiana, Mississippi, Missouri, 

Tennessee.  
District no. 4: 

Chicago, Ill.: Illinois, Wisconsin.  
Detroit, Mich.: Indiana, Michigan.  

District no. 5: 
Omaha, Nebr.: Colorado, Iowa, Kansas, Minnesota, Nebraska, North 

Dakota, South Dakota.  
Dallas, Tex.: New Mexico, Oklahoma, Texas.  

District no. 6: 
San Francisco, Calif.: Arizona, California, Hawaii, Idaho, Montana, Nevada, 

Oregon, Utah, Washington, Wyoming.  

List of State, district, and subdistrict offices of Home Owners' Loan Corporation, 
June 30, 1935 

Alabama: Birmingham (State office), Mobile, Montgomery.  
Arizona: Phoenix (State office).  
Arkansas: Little Rock (State office), Fort Smith, Jonesboro, Pine Bluff, Tex

arkana.  
California: Los Angeles (State office), Fresno, Oakland, Sacramento, San Diego, 

San Francisco.  
Colorado: Denver (State office), Colorado Springs, Grand Junction, Pueblo.  
Connecticut: New Haven (State office), Hartford, New London, Norwalk, 

Waterbury.  
Delaware: Wilmington (State office).  
District of Columbia: Washington, D. C.  
Florida: Jacksonville (State office), Bartow, Miami, Orlando, Pensacola, Tampa, 

West Palm Beach.  
Georgia: Atlanta (State office), Albany, Macon, Savannah.  
Idaho: Boise (State office).  
Illinois: Chicago (State office), Aurora, Champaign, East St. Louis, Harrisburg, 

Joliet, Moline, Peoria, Rockford, Springfield, Waukegan.  
Indiana: Indianapolis (State office), Evansville, Fort Wayne, Hammond, 

Richmond, South Bend, Terre Haute.  
Iowa: Des Moines (State office), Davenport, Dubuque, Fort Dodge, Sioux City.  
Kansas: Topeka (State office), Chanute, Kansas City, Salina, Wichita.  
Kentucky: Louisville (State office), Ashland, Covington, Lexington, Paducah.  
Louisiana: New Orleans (State office) Alexandria, Baton Rouge, Lake Charles, 

Monroe, Shreveport.  
Maine: Portland (State office), Bangor, Lewiston, Waterville.  
Maryland: Baltimore (State office), Cumberland, Easton, Hyattsville, Towson.  
Massachusetts: Boston (State office), Fall River, Lawrence, Springfield, Wor

cester.  
Michigan: Detroit (State office), Ann Arbor, Battle Creek, Benton Harbor, Flint, 

Grand Rapids, Jackson, Kalamazoo, Lansing, Muskegon, Marquette, Port 
Huron, Saginaw.  

Minnesota: St. Paul (State office), Duluth, Minneapolis.  
Mississippi: Jackson (State office), Greenwood, Hattiesburg, Meridian, New 

Albany.  
Missouri: St. Louis (State office), Kansas City, Moberly, Springfield.  
Montana: Great Falls (State office), Butte.  
Nebraska: Grand Island (State office), Lincoln, Norfolk, Omaha, Scottsbluff.  
Nevada: Reno (State office).  
New Hampshire: Manchester (State office).

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1935



HOME OWNERS' LOAN CORPORATION 

BOARD OF DIRECTORS 
CHAIRMAN J 

(CHIEF EXECUTIVE OFFICER) 
SERVING WITH VICE CHAIRMAN 

*ASSISTANT TO THE CHAIRMAN AND THREE ADDITIONAL MEM- ASSISTANT TO THE CHAIRMAN 
BERS OF THE BOARD

FINANCIAL ADVISER GENERAL COUNSEL APPRAISAL ADVISER ECONOMIC ADVISER AND SSTATISTICIAN
PERSONNEL ADVISER PUBLIC RELATIONS ADVISER EF EXAMINER SECRETARY PERSONNEL ADVISER I PUBLIC RELATIONS ADVISER CHIEF EXAMINER SECRETARY

GENERAL MANAGER

I
...... DIRECTOR OF "--

RECONDITIONING 

LEGAL ADVISER MATERIAL ADVISER 

ARCHITECTURAL 
ADVISER

LOAN REVIEW ADVISER 

ASSISTANT LOAN 
IP REVIEW ADVISER I 

S SPECIAL EXAMINERS 
REPRESENTATIVE EX R

DEPUTY DEPUTY 

HIEF APPRAISER COMPTROLLER 

REGIONAL APPRAISER CHIEF ACCOUNTANT ASSISTANT COMPTROLLER TREASURER 

STABULATING INSURANCE ISUPPLY DEPARTMENT PROPERTY CUSTODIAN DEPARTMENT 

GENERAL LEDGER BONDS MORTGAGE LOANj DOCUMENTS 

ASSISTANT GENERALIMANAGER 
(ONE FOR EACH OF SIX DISTRICTS) | 

DEPUTY __IF SPECIAL REPRESENTATIVES 

REGIONAL MANAGER 
(ONE FOR EACH OF ELEVEN REGIONS) DIRECTOR OF PERSONNEL 

|~~~~~~~~WT "REGIONAGRL"
L

^.S^ DRCORO PRONE

\ UPERVISOR "

I RECONDITIONING 
,SUPERVISOR 

ASSISTANT COUNSEL

APPRAISER STATE MANAGER TREASURER PROPERTY MANAGER ACCO 

(ONE FOR EACH OF 52 OFFICES, INCLUDING 
TERRITORIES AD AUTONOMOUS STATES) INSPECTOR I I COLLECTOR OFNT I--I 1 I DELINQUENT ACCOUNTS, 

- ASSISTANT .. 1 
STATE MANAGERS 

ALL TITLES ARE PREFIXED WITH "STATE"

SOFFICE MANAGER I RSING OFFICR ANTCCOANT

DISTRICT MANAGER 
I

IALOCLPPRAISER 
7 FEE APPRAISER L TITLE INSURANCE COMPANY

42834-38 (Face p. 83) EXHIBIT

AUDITOR

I COUNSEL ITANT

~b~113 .-c-. _ -- __ I- __ -- -- - --- I --

I ~II- Is r~--~a I I -~--- I lb L I- IC - Is II1 -

- I I , ,, I , , , II. - -, I

r ---- I

- - - - - -- -~----- - - -- I - -- I- -, --- I ---- I I - - - I

- -I1 --- --..I - "--!

........

1 cl

42834-36 (aep EXHIBIT 8

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1935



ANNUAL REPORT OF FEDERAL HOME LOAN BANK BOARD 63 

New Jersey: Newark (State office), Atlantic City, Camden, Hackensack, Jersey 
City, New Brunswick.  

New Mexico: Albuquerque (State office).  
New York: New York City (State office), Albany, Buffalo, Rochester, Syracuse, 

White Plains.  
North Carolina: Salisbury (State office), Asheville, Charlotte, Greensboro, 

Greenville, Raleigh.  
North Dakota: Fargo (State office), Bismarck, Grand Forks, Minot.  
Ohio: Columbus (State office), Akron, Ashtabula, Cambridge, Canton, Cincin

nati, Cleveland, Dayton, Defiance, East Liverpool, Findlay, Hamilton, Ironton, 
Lancaster, Lima, Lorain, Mansfield, Marion, Napoleon, Newark, Painesville, 
Portsmouth, Sandusky, Sidney, Springfield, Steubenville, Tiffin, Toledo, 
Urbana, Warren, Wilmington, Xenia, Youngstown, Zanesville, York.  

Oklahoma: Oklahoma City (State office), Tulsa.  
Oregon: Portland (State office), Eugene, Klamath, La Grande.  
Pennsylvania: Philadelphia (State office), Allentown, Altoona, Beaver, Belle

fonte, Bradford, Butler, Clearfield, Erie, Greensburg, Harrisburg, Indiana, 
Johnstown, Kittaning, Lancaster, Media, Meadville, New Castle, Norristown, 
Oil City, Pittsburgh, Pottsville, Reading, Scranton, Sharon, Sunbury, Union
town, Warren, Washington, Wilkes-Barre, Williamsport.  

Rhode Island: Providence (State office), Newport, Westerly.  
South Carolina: Columbia (State office), Charleston, Greenville, Spartanburg.  
South Dakota: Sioux Falls (State office).  
Tennessee: Nashville (State office), Chattanooga, Johnson City, Knoxville, 

Memphis.  
Texas: Dallas (division no. 1 office), Amarillo, Fort Worth, Houston (divisiom 

no. 2 office), San Antonio (division no. 3 office), Austin, El Paso, Harlingen, 
San Angelo.  

Utah: Salt Lake City (State office), Ogden, Provo.  
Vermont: Rutland (State office).  
Virginia: Richmond (State office), Alexandria, Bristol, Danville, Harrisonburg, 

Lynchburg, Norfolk, Roanoke.  
Washington: Seattle (State office), Spokane, Tacoma.  
West Virginia: Charleston (State office), Bluefield, Huntington, Martinsburg, 

Wheeling.  
Wisconsin: Madison (State office), Eau Claire, Kenosha, Milwaukee, Oshkosh, 

Racine, Wausau.  
Wyoming: Casper (State office), Cheyenne.  
Hawaii: Honolulu (Territorial office).  
Puerto Rico: San Juan (Territorial office), Ponce.  

EXHIBIT 4 

Number of employees at end of month (January 1934 through June 1985) 

Total em- Home office Field office Regional 
ployees employees employees ployeem 

December 1933. ----------------------------------- 7,193 490 6, 703 -----

1934 
January ---------------------------------------- 8,838 755 8, 083 
February -------------------------------------- 10, 798 1,003 9, 795--------
March.......----------------------------------------- 12,527 1,376 11,151---------
April ------------------------------------------ 13, 857 1, 611 12, 246-----------
May....---............---------------....---------------------- 15,508 1,895 13,613---------
June----- ----------------------------------- 17,361 2,210 14,898 25& 
July.......------------------------------------------ 19,317 2,628 15,985 704 
August................................---------------------------------------- 20,191 2, 865 16,401 925 
September..................------------------------------------- 20, 718 2,848 16, 496 1, 374 
October.----- -------------------------------- 20,529 2,801 15,863 1,865 
November....------------------------------------- 20,811 2, 762 15, 471 2, 578 
December....-------------------------------------- 19, 775 2, 384 14,151 3,240@ 

1935 
January--- ---------------------------------- 18, 772 2,248 12,871 3, 65% 
February ...........----------------- -------- ------------- 18, 596 2,066 12, 506 4, 024.  
March-....-------------------------------------- 19,016 2,069 12, 642 4, 305 
April....-- ------------------------ 19,058 2,103 12,489 4, 466 
May...- ---------------------------- 19, 369 2,145 12, 722 4, 502 
June-- ..... ------------------------- 19, 590 2,173 13,044 4, 375
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EXHIBIT 5 

HOME OWNERS'LOAN CORPORATION 

P E R S O N N E L

THOUSANDS 
OF EMPLOYEES

NUMBER OF EMPLOYEES AT END OF MONTH 
JANUARY 1934 TO JUNE 1935

THOUSANDS 
OF EMPLOYEES

_ ____ _ _~_ _. a .Aa% A &.v
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EXHIBIT 6 

Applications received and loans closed (through June 27, 1985) 

Loans closed 

Total number of properties on Refinancing loans closed Total app 
which Home Owners' Loan Cor- _____ _____Reconditioning loans closed 
poration has made loans and 

States amount of loans Total Bond 50 percent cash 40 percent cash 

Number 
of prop- Amount Average Number 1 Amount Number Amount Number [Amount Number Amount Number Amount Average Number 
erties I 

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) (15)

United States-.....--....  

District no. 1.------------

Region 1A-.................  

Maine-----------
Massachusetts- ....--
New Hampshire- .-..  
Rhode Island-.......-..  
Vermont...---------.  

Region 1B................-------

Connecticut-...........  
New Jersey--------.....  
New Yor....--------

District no. 2------------

Region 2A .............-----------

Delaware---------
District of Columbia. 
Maryland............-----
Pennsylvania-.........  
Virginia..............-------

Region 2B..-----..............------

Ohio................-------
West Virginia-.........  

District no. 3 .. ..------------

Region 3A---.............-------....  

Alabama---------
Florida -------.  
Georgia------.....  
North Carolina......--
South Carolina----.....  

Region 3B..-----------

Arkansas-.........------.....  
Kentucky-------............  
Louisiana ------
Mississippi-........------....  
Missouri---------
Tennessee............-----

District no. 4....------------

Region 4A-.................  

Illinois..............------
Wisconsin...........-------..  

Region 4B.........---------

Indiana-----------.....-
Michigan-..............  

District no. 5....-----------

Region 5A---- -------

Colorado-- ------
Iowa....-----------
Kansas--------------...  
Minnesota--....------
Nebraska ------...  
North Dakota.....--
South Dakota-........  

Region 5B--- --..........--

New Mexico--------...  
Oklahoma---------....  
Texas-State ....---

Dallas- ---
Houston-....---
San Antonio-.......  

District no. 6_----------

Arizona----- -------
California---------
Idaho---
Montana__ 
Nevada--
Oregon.......  
Utah, , , , . . . . .  
Washington...............  
Wyoming--- -
Hawaii-.- -
Alaska--,,,,,,, ---
Puerto Rico..-- ..

882, 223 $2, 657, 369,111 $3, 012 880,378 $2, 611, 688, 216 870. 468 $2, 604,083,817 7,667 $4, 554,869

New appli
cations 

received 
lications received Dec. 27, Total ap

1934, to plications 
June 27, suspend

1935 ed and 
with

drawn 

Amount Average Number 

(16) (17) (18) (19)

2, 243 $3,049, 530 246,896 $45, 680,895 $185 1, 868, 510 $6, 109,779,247 $3, 270 125,651 647,662

141, 715 675, 347,931 4,766 141, 702 670, 223, 548 141,376 669,947,342 275 215, 792 51 60,414 19, 280 5,124,383 266 334,837 1,650, 490,001 4,929 30, 

32, 654 130,922,079 4,009 32,654 128, 781, 884 32,511 128,681, 573 103 57,988 40 42, 323 7,746 2, 140,195 276 76, 511 316, 149,001 4,132 4, 

2,820 6,538,577 2, 319 2,820 6,519,643 2, 789 6,502,008 14 5,607 17 12,028 75 18,934 252 7,577 19,187,539 2, b32 
20,713 92,410,523 4,461 20, 713 90, 741,656 20,645 90,689,109 60 39,327 8 13,220 6,032 1, 668,867 277 50,374 228,963,848 4,545 3, 
1,834 4,433, 267 2,417 1, 834 4,385, 405 1,807 4,367,770 20 7,973 7 9,662 112 47,862 427 3, 668 9,400,787 2, 563 
5,814 23,603,992 4,060 5,814 23,336, 191 5,803 23,325,166 3 3,612 8 7,413 1,104 267,801 243 12,342 51,729,637 4,191 
1, 473 3,935, 720 2, 672 1,473 3,798, 989 1, 467 3,797, 520 6 1,469 0 0 423 136, 731 323 2, 550 6,867,190 2,693 

109, 061 544,425,852 4,992 109, 048 541,441, 664 108,865 541, 265, 769 172 157,804 11 18,091 11,534 2,984, 188 250 258,326 1,334, 341,000 5, 165 26, 

9,978 43,076, 651 4,317 9,971 42,442, 668 9,950 42,427, 511 19 13, 701 2 1,456 2,840 633,983 223 21,858 115,843, 239 5,300 
32, 727 159, 671,885 4,879 32, 727 158, 974, 045 32, 689 158,924,738 35 40,696 3 8, 611 2, 274 697,840 307 80,893 418,200, 549 5,170 5, 
66, 356 341, 677,316 5,149 66,350 340,024, 951 66, 226 339,913, 520 118 103, 407 6 8,024 6, 420 1, 652, 365 257 155, 575 800, 297, 212 5,144 20, 

171,220 518, 193,883 3, 026 171,166 511,487,023 169,959 510,288, 846 744 448,791 463 749, 386 37, 389 6, 706,860 179 388,818 1,376, 290,053 3, 540 24, 

78, 668 235,179,043 2, 990 78,614 231, 738, 027 77, 645 230,714,298 556 345, 909 413 677,820 18, 314 3,441,016 188 179,147 638,174,062 3, 562 19 

1,481 4,596,449 3,104 1, 481 4,585,207 1,473 4,570,289 0 0 8 14,918 23 11,242 489 2,815 9,372,598 3,330 
1,980 11, 377,046 5,805 1,958 11, 223, 115 1,956 11,220,868 0 0 2 2, 247 822 153,931 187 4,383 27, 269, 694 6, 222 

14, 325 41, 371, 250 2,888 14,325 40,936,338 14,022 40,724,380 230 104, 226 73 107, 732 1,830 434,912 238 29,212 87,335,359 2.990 1, 
49,978 143, 409,693 2,869 49,926 141,374, 616 49,468 140,912,976 297 224,946 161 236, 694 10,894 2,035,077 187 121, 578 450,433,987 3,705 15, 
10,924 34, 424, 605 3,151 10,924 33, 618, 751 10, 726 33, 285,785 29 16,737 169 316, 229 4, 745 805,854 170 21,159 63, 762, 424 3,013 2, 

92,552 283,014,840 3, 058 92, 552 279, 748,996 92, 314 279, 574, 548 188 102,882 50 71,566 19,075 3,265,844 171 209,671 738,115,991 3,520 5, 

84, 643 262,923,974 3,106 84,643 259,989,276 84, 519 259,913,236 121 72, 513 3 3, 527 17,478 2,934, 698 168 190, 717 688,882,691 3, 612 3, 
7,909 20, 090,866 2, 540 7, 909 19, 759, 720 7, 795 19,661, 312 67 30, 369 47 68,039 1, 597 331,146 207 18, 954 49, 233,300 2, 598 1, 

133,846 326, 368,853 2, 438 132, 623 315,361,537 128, 466 312,133, 779 3,032 1,756, 696 1,125 1, 471, 062 54, 565 11,007, 316 202 260,818 635,108, 276 2, 435 18, 

59, 073 135, 271,075 2,290 b8, 040 129,944,636 55,119 127, 799, 359 2, 350 1, 356, 056 571 789, 221 24, o95 5,326,439 217 107,981 249,053,925 2, 306 7, 

15, 083 34,005,636 2, 255 15,083 33,972,016 14,533 33,642,193 537 310, 392 13 19,431 46 33, 620 731 27, 524 61,196, 279 2, 223 1, 
13,370 29, 333, 238 2,194 12, 881 28,246,347 11,697 27, 160, 004 876 616, 686 308 469,657 5,602 1, 086, 891 194 24, 554 55, 227, 455 2, 249 1, 
14,186 31,442,928 2, 216 13,876 29, 182,365 13, 299 28,918, 527 502 167, 420 75 96, 418 10,245 2, 260, 563 221 23, 016 52, 238, 723 2, 270 1, 
11, 252 28, 271,072 2,513 11,053 26,991,058 10, 494 26,565,259 403 243, 267 156 182, 532 6,207 1, 280,014 206 23, 113 58, 699,988 2, 540 2, 
5,182 12, 218,201 2, 358 5,147 11,552,850 5,096 11, 513,376 32 18, 291 19 21, 183 2,495 665, 351 267 9, 774 21,691,480 2, 219 1, 

74, 773 191, 097, 778 2,556 74, 583 185,416, 901 73,347 184,334,420 682 400,640 554 681,841 29,970 5, 680, 877 190 152,837 386,054,351 2,526 10,

9,737 
8,627 

13,180 
8,013 

22,574 
12, 642

17,454,524 
23,856,823 
37, 181, 701 
14,860,936 
69, 511, 923 
28,231,871

1,793 
2, 765 
2, 821 
1, 855 
3,079 
2, 233

9,691 
8, 627 

13,125 
8,013 

22,574 
12,553

16, 779, 954 
23,444,032 
35, 083, 849 
14,282,727 
68,414,482 
27, 411,857

9, 597 
8, 538 

12,903 
7,713 

22,366 
12,230

16, 731, 795 
23, 350, 305 
34,883, 514 
14,039,145 
68, 199, 951 
27,129,710

83 
30 

166 
223 
63 

117

34,346 
19,103 

104,407 
139, 535 
32, 722 
70,527

11 
59 
56 
77 

145 
206

13,813 
74, 624 
95,928 

104, 047 
181, 809 
211, 620

3, 781 
2, 605 
6,881 
2,397 
8,872 
5,434

674,570 
412,791 

2, 097, 852 
578, 209 

1, 097,441 
820,014

178 
158 
305 
241 
124 
151

19,788 
20, 084 
24,487 
18,531 
45, 531 
24,416

31,870,145 
53,062,441 
70, 339, 235 
31,132, 456 

145,183,532 
54,466,542

1,611 
2,642 
2,873 
1,680 
3,189 
2,231

663 116,907 

226 29,055 

155 3, 273 
343 19,133 
189 1, 662 
295 4,200 
244 787 

437 87,852 

146 10,101 
578 30, 677 
413 47,074 

636 124,479 

570 65,947 

263 1,015 
194 2,172 
559 7, 756 
318 48,184 
236 6,820 

066 58,532 

488 51,238 
578 7,294 

325 94,434 

839 37,335 

729 8,839 
792 8,596 
017 7,282 
228 9, 534 
073 3, 084 

186 57, 099

760 
474 

1,606 
1,131 
4,345 
2,170

185,617 583, 069, 498 3, 141 185, 524 568, 933, 033 184,846 568,483, 737 639 411, 088 39 38,208 81,859 14,136,465 173 407,290 1,321,430,246 3,244 30,2 

82,189 311,949, 049 3,796 82, 096 305,992,950 81, 858 305, 843, 156 218 126,841 20 22,953 34,817 5, 956, 099 171 180,333 714,074, 032 3,960 21, 3 

54, 015 213, 095, 630 3,945 54,005 209,321,276 53,905 209,244, 998 95 68,853 5 7,425 21,625 3, 774, 354 175 125, 240 498,338,527 3,979 17, 7 
28,174 98,853.419 3,509 28, 091 96, 671,674 27, 953 96, 598,158 123 57,988 15 15,528 13, 192 2, 181, 745 157 55, 093 215,735,505 3,916 3, 5 

103, 428 271, 120,449 2, 621 103,428 262, 940,083 102,988 262,640, 581 421 284, 247 19 15, 255 47, 042 8, 180, 366 174 226, 957 607,356,214 2, 676 8, 8 

42,262 96, 436,081 2,282 42, 262 94,811,810 42,147 94, 757, 239 111 51, 555 4 3, 016 11, 786 1,624,271 138 82,205 201,355,486 2,449 3,0 
61, 166 174,684,368 2,856 61,166 168, 128, 273 60, 841 167,883,342 310 232, 692 15 12,239 35, 256 6, 556,095 186 144, 752 406,000, 728 2, 805 5,8 

150, 444 322, 042, 785 2, 141 150,026 316, 111,710 147, 521 314, 352,475 2, 007 1, 115, 667 498 643, 568 38, 730 5, 827, 696 150 273,142 598, 636, 466 2,192 12,5 

84,183 169,518, 239 2, 014 83,894 165, 343, 175 82, 734 164, 702, 177 1, 014 485, 240 146 155, 758 29, 592 4,115, 264 139 153, 389 324,853,089 2,118 8, 1 

10, 766 21,136, 264 1, 963 10, 766 20, 929, 707 10, 604 20,842,941 148 71,782 14 14,984 1,250 206,557 165 19,702 42, 579,564 2,161 1, 3 
16, 656 33, 080,416 1,986 16, 656 32,589,129 16,477 32,490, 755 168 87, 672 11 10, 702 2, 597 491, 287 189 31,434 64,156,951 2, 041 1, 7 
16, 754 30,019, 855 1, 792 16, 556 29, 085, 565 16,118 28,888, 032 361 125, 985 77 71, 548 6,520 901, 643 138 30,696 54,634,450 1, 780 9 
18, 560 42, 660, 235 2, 299 18, 560 41,426,893 18, 426 41, 312, 201 97 62, 088 37 52,604 9,812 1, 233, 342 126 35,086 89,162,351 2, 541 2, 0 
11,848 24,490,847 2,067 11,848 23, 716, 093 11, 813 23, 679, 700 35 36, 393 0 0 5,824 774, 754 133 19, 766 42, 240,509 2,137 1, 0 
3, 906 8, 138,173 2,084 3,904 8, 020,265 3,863 7,988,325 38 28,308 3 3, 632 659 115, 016 175 7,409 15, 262, 577 2, 060 4 
5, 693 9,992,449 1, 755 5,604 9, 575, 523 5,433 9,500, 223 167 73,012 4 2,288 2,930 392,665 134 9, 296 16,816,687 1,809 5 

66, 261 152,524, 546 2, 302 66,132 150,768, 535 64, 787 149,650,298 993 630,427 352 487,810 9,138 1, 712, 432 187 119,753 273, 783, 377 2,286 4, 3 

2,176 4, 507, 215 2, 071 2,144 4,346,493 2, 081 4,287, 524 48 27,255 15 31,714 710 149,645 211 4, 747 9,664,330 2,036 3( 
23, 098 52, 573, 037 2,276 23, 088 51, 914, 900 22, 644 51, 627,938 420 251,856 24 35,106 4,244 655,437 154 38,331 86,230,943 2,250 7; 
40, 987 95,444, 294 2, 329 40,900 94, 507, 142 40,062 93, 734,836 525 351,316 313 420,990 4,184 907,350 217 76,675 177,888,104 2,320 3,3i 
17,1-72 36, 795, 288 2,143 17,085 36,439,589 16, 795 36,198, 418 181 97, 308 109 143,863 1, 774 325,897 184 32,479 71,321, 009 2,196 1,3, 
9,986 25,923,698 2,596 9,986 25, 390, 961 9,774 25, 219, 775 136 79,468 76 91, 718 2,330 532, 737 229 20,446 50, 700,552 2,480 1, 0 

13,829 32, 725, 308 2,366 13, 829 32,676, 592 13, 493 32,316,643 208 174, 540 128 185, 409 80 48, 716 609 23, 750 55,866,543 2,352 9 

99, 381 232, 346, 161 2,338 99,337 229,571, 365 98, 300 228,877,638 970 606,835 67 86,892 14,611 2,742, 424 188 201,561 523,228,802 2, 596 7,8

5, 880 
46,379 

3,688 
3, 203 
1,164 
8,062 
9, 361 

18,955 
2, 306 

383 
0 
0

14,395,038 
123,452,151 

6, 370, 726 
6,304,604 
3,176,867 

15, 742,644 
22,149,893 
34, 531, 090 
5,164, 389 
1, 058, 759 

0 
0

2,448 
2,662 
1, 727 
1, 968 
2,729 
1, 953 
2,366 
1, 822 
2,240 
2, 764 

..------
----------

5,880 
46, 379 
3,665 
3,196 
1, 159 
8, 059 
9,360 

18, 955 
2, 301 

383 
0 
0

14, 178, 252 
122,808,857 

6, 140, 815 
6, 090, 839 
3,100,823 

15, 508, 435 
21,606,294 
34, 065, 385 
5,012,906 
1, 058, 759 

0 
0

5,832 
46, 085 
3,591 
3,066 
1, 135 
8,009 
9,320 

18, 636 
2, 243 

383 
0 
0

14,147, 397 
122,615,441 

6,101,729 
6, 008, 595 
3, 070,232 

15, 465, 860 
21, 577, 237 
33,861,523 

4, 970, 865 
1, 058, 759 

0 
0

48 
280 
71 

119 
7 

46 
38 

317 
44 
0 
0 
0

30,855 
179, 083 
36,896 
1,704 
1, 400 

33, 513 
26, 599 

201,918 
24,867 

0 
0 
0

0 
14 
3 

11 
17 
4 
2 
2 

14 
0 
0 
0

0 
14,333 
2,190 

12,540 
27,191 
9, 062 
2,458 
1, 944 

17, 174 
0 
0 
0

1,011 
3, 894 
1, 092 
1, 057 

69 
1, 580 
2,523 
2, 764 

621 
0 
0 
0

216, 786 
643,294 
225, 182 
203, 380 
67, 071 

231, 295 
542, 409 
465,705 
147,302 

0 
0 
0

214 
165 
206 
192 
972 
146 
215 
168 
237 

------....  

---------
----------

9, 315 
99, 748 

6, 775 
7,071 
1,702 

16,731 
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31 7,152 

83 70, 340

344 
3, 574 

648 
348 

67 
628 
847 

1, 293 
100 

33 
1 
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perty are included in the total 882,223 properties 

42834-36 (Face p. 64)
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1 Of the total 246,896 reconditioning loans, 245,051 cases have received refinancing loans also and are included in the total 880,378 refinancing loans; the remaining 1,845 representing reconditioning loans on unencumbered pro 
on which loans have been made.
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EXHIBIT 7 

Analysis of closed loans 

Through Dec. 27, 1934 Through June 27, 1935 

Aver- Aver
Number Amount age Number Amount age 

amount amount 

Total properties financed.--... 722,213 $2,184,060, 497 $3,024 882,223 $2,657,369,111 $3,012 
Total refinancing loans- ----.. - 721,962 2,168, 017,860 3,003 880, 378 2,611, 688, 216 2,967 

Bond loans--....-------.-. 712,955 2,160,457,664 3,003 870, 468 2, 604,083, 817 2,992 
40-percent cash loans- ..- - 2, 209 3,049,139 1, 380 2, 243 3,049, 530 1, 360 
50-percent cash loans .---- - 6, 798 4, 511,057 664 7,667 4, 554, 869 594 

Reconditioning loans..----.---. - 96,092 16,042, 637 167 246, 896 45, 680, 895 185 
Total applications suspended and 

withdrawn --- ------- ------ 458,588 ---------- -- ------ 647,662 ---- -

EXHIBIT 8 

HOME OWNERS' LOAN CORPORATION 

TREND OF OPERATIONS 

BY MONTHS-JANUARY 1934 THROUGH JUNE 1935 
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EXHIBIT 10 

HOME OWNERS LOAN CORPORATION 

COLLECTIONS OF PRINCIPAL AND 

INTEREST PAYMENTS 

BY MONTHS - JANUARY 1934 THROUGH JUNE 1935 
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HOME OWNERS' LOAN CORPORATION

RELATIVE VALUE OF COLLATERAL AND PER CENT OF OWNED 

NON-FARM HOMES MORTGAGED TO H.O. L.C.  

(AS OF JUNE 27, 1935)
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H O.L.C TO 
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880378 UNITED STATES . 686 
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74,583.,, REGION 3-.,.. 68 2 
82,096 , REGION 4-A 69 6 

103428. REGION 4-B ... 657 
83894 REGION 5-A 655 
66,132. REGION 5-B .... 666 
99337 , DISTRICT 6 .. . 70 I 
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l 2,820 . MAINE ,. 652 

20,713. MASSACHUSETTS.... 73 7 
1834 NEW HAMPSHIRE . ,64 0 
5814, RHODE ISLAND ... 68 O0 
1,473. VERMONT . 68 5 
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9,97.. CONNECTICUT , 73 7 
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ANNUAL REPORT OF FEDERAL HOME LOAN BANK BOARD 67 

EXHIBIT 11 

Collections of principal and interest payments, by months, January 1934 through 
June 1935 

Amount Amount 
collected collected 

Through Dec. 31, 1933 -------------- $127,983 1935: 
1934: January----............---------- . $10, 568, 356 

kJanuary ----------------------- 389,950 February----..... .-------------. . 10, 391,421 
February --- ----------------- 574, 622 March.................---------- . 12, 647, 573 
March----------..-------- -. . 1,042,981 April-----.... .--------------.. 12,642,135 
April ------ -------------- 1,538,939 May__------------------------ 13,114, 498 
May------..... .-------------. . 2,052,088 June ----- ----- '---- _- 12,903,735 
June. - --------------- 3,434,490 
July--- --------------- 4,413, 521 Total through June 30, 1935-.... 121, 067, 743 
August.. . . ..----------------------- 5,333,478 
September ---------------------- 5,859, 463 
October... ------ -------------. 8,042,302 
November ---------- 7,910,266 
December .- ------------- 8,079,942 

EXHIBIT 12 

Cash appropriated and bonds authorized, amounts disbursed, and balance on hand, 
January 1934 through June 1935 

[In thousands of dollars] 

FromJune Netchange From June 
13, 1933, to from Dec. 13, 1933, to 

Dec. 31, 31, 1934, to June 30, 
1934 June 30, 1935 1935 

FUNDS AVAILABLE 

Capital stock authorized ----------- ---------------------- 200, 000 ---------- 200, 000 
Bonds authorized.......--------------------------- 3,000,000 1,750,000 4,750,000 
Net cash proceeds of bond refunding, retirement, and sale-------..- 86,990 1,132 88,122 
Cash collections 1 ------------------ - --------------- 47, 907 71,518 119, 425 
Miscellaneous receipts--------------------------------- ---- 2 6 8 
Federal Savings and Loan Insurance Corporation dividends-.------- ------ 1,533 1,533 
Trust obligations, escrow and reimbursement accounts ----- ------- 16,423 s 1, 731 14,692 

Total funds available ---------.------------------. . 3,351,322 1, 822,458 5,173, 780 

FUNDS DISBURSED 
Loans: 

Bonds------.---. --------------------- 2,099,050 265,747 2,364,797 
Accrued interest on bonds-- ----------------------------- 11,545 279 11,824 
Cash: 

Included in original loans..............- --------------- 269, 504 50,154 319, 658 
Advances to borrowers for taxes, etc------ ----------... 112 386 498 

Investments, Federal Savings and Loan Insurance Corporation 
capital stock--- -----.. -------------------------------- 100,000 ------------ 100,000 

Interest on bonds ------------------------------------ ------------ 26,620 37,321 63, 941 
Operating expenses . -- ------------------------------- 31, 525 17, 391 48, 916 
Real estate (home office building) and equipment------------------ 2,885 695 3,580 
Bonds purchased for retirement and sale....----..-------. ------. . 95,799 198 95,997 
Advances for professional services for applicants..------. ---.....- 4,354 182 4, 536 
Other advances and expenses- .------- ----- 44 33 11 

Total funds disbursed------ ----- ------------ 2,641,438 372, 320 3,013,758 

Balance of funds available.- -- -------------. 709,884 1, 450,138 2,160,022 

BALANCE OF FUNDS ON HAND 
Bonds 1------------ -------------------------------- 583, 020 1, 385, 949 1, 968, 969 
Cash....------... ------------------------------- 110,441 65, 920 176,361 
Trust funds, escrow and reimbursement accounts- ------- ------ - 16,423 2 1,731 14,692 

Total funds on hand------- --------------------- ----- 709,884 1, 450, 138 2,160,022 

I Excludes bonds and accrued interest on bonds received as borrowers' repayments.  9
Represents decrease.
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68 ANNUAL REPORT OF FEDERAL HOME LOAN BANK BOARD 

EXHIBIT 13 

Home Owners' Loan Corporation, statement of financial condition as at June 30, 1935

ASSETS 
Mortgage loans: 

Refinancing and reconditioning 
loan ---------------.----- $2, 657, 656, 224. 07 

Less: Reserve for losses- .. 6, 628, 414. 27 

Cash: 
Operating funds---------------- 66, 508, 138. 72 
Special funds --------------- - 14, 692, 541. 82 

Total (exclusive of bond retire
ment fund) ----------------

Accrued interest on mortgage loans-.. $41, 419, 660. 97 
Less: Reserve for delinquent in

terest ---------------------- 19, 727, 003. 52 

Bond redemption fund_.------------------
Sinking-fund assets: 

Bond redemption fund--------- $24, 473, 291. 97 
Add: Due from operating fund. 4, 778, 046. 93 

Mortgaged property acquired --- - 509, 435. 56 
Less: Reserve for real estate -- 28, 495. 12 

Investments: Federal Savings & Loan 
Insurance Corporation, capital stock ---- ----

Miscellaneous accounts receivable --- $7, 043, 019. 69 
Less: Reserve for losses---------- 4, 535, 583. 08 

Deferred charges and prepaid expenses ---------------
Fixed assets: 

Real estate, land, home office.--- $200, 000. 00 

Building, fixtures, and equipment. 3, 379, 377. 78 
Less: Reserves for depreciation. 521, 178. 00 

2, 858, 199. 78

$2, 651, 027, 809. 80 

81, 200, 680. 54 

21,692, 657. 45 
80, 000, 000. 00 

29, 251, 338. 90 

480, 940. 44 

100, 000, 000. 00 

2, 507, 436. 61 
35, 000. 00 

3, 058, 199. 78

2, 969, 254, 063. 52 

LIABILITIES, RESERVES, AND CAPITAL 
Liabilities: 

Bonded indebtedness: 
Authorized --------------- $4, 750, 000, 000. 00 
Less: Unissued------------ 1, 968, 969, 400. 00 

Issued and commitments- -- 2, 781, 030, 600. 00 

Less: Bonds retired---------. 10, 915, 750. 00 
Treasury bonds ..------- 24, 900. 00 

10, 940, 650. 00 
S$2, 770, 089, 950. 00

Other liabilities: 
Accounts payable: 

Suspense reimbursement - 643. 91 
Special funds held ------ - 14, 692, 541. 82 
Accrued interest on bonds..-- 14, 511, 883. 49 

Reserve: Fidelity and casualties -------------
29, 205, 069. 22 

250, 000. 00
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ANNUAL REPORT OF FEDERAL HOME LOAN BANK BOARD 69 

Home Owners' Loan Corporation, statement of financial condition as of June 80, 
1935-Continued 

LIABILITIES, RESERVES, AND CAPITAL--ontinued 
Capital: 

Capital stock authorized and out
standing - -------------- $200, 000, 000. 00 

Deficit----------------------- 30, 290, 955. 70 
$169, 709, 044. 30 

Total ----------------------------------- 2, 969, 254, 063. 52 

Home Owners' Loan Corporation statement of income and expense for the 6-month 
period Jan. 1, 1935, to June 30, 1935 

INCOME 

Interest earned on mortgage loans ----------------------- $57, 610, 151. 41 
Excess interest collected from mortgagees ------------------ 15. 53 
Miscellaneous ----------------------------------------- 4, 235. 13 
Discount on bonds purchased--------- --------------------- 4, 968. 74 
Premium on bonds sold----------------------------------- 773,125. 01 
Interest earned on advances to borrowers-- ------- 8, 365. 32 
Rental of mortgaged property acquired -- - ------- 1, 478. 56 
Profit on sale of real estate_ ------------------------------- 29.87 
Cashiers' overages-- ----------------------------------- 20. 80 
Dividends, Federal Savings and Loan Insurance Corporation_- 3, 024, 456. 53 

Total income-----------------------------------61, 426, 846. 90

EXPENSES 
Interest on bonds ----------------
Expenses: 

Home office------------------------ $3,826, 006. 24 
Regional offices ---------------------- 3, 388,130. 26 
State offices------------------------ 10, 167, 773. 84 
Professional service expense ----------- 4, 277, 465. 54 

Depreciation: 
Home office building ---------------- 8, 599. 98 
Furniture and fixtures: 

Home office ---------------------- 55,410. 06 
Regional offices ------------------ 134, 809. 33 
State offices---------------------- 83,817. 28 

Rental property expense_ ------------------
Loss on sale of furniture and fixtures ----------
Commission and discount on bonds sold-------------

38, 127, 563. 37 

21, 659, 375. 88

282, 636. 65 
334. 08 
498. 76 

4,821. 74

Total expenses---------------------------------- 60, 075, 230. 48 

Surplus for period------------------------------------- 1,351,616. 42 
Less: Accrued dividends applicable to prior period----------- 1, 532, 563. 67 

Adjusted operating loss for period ------------------------- 1 180, 947. 25 

RECONCILIATION OF DEFICIT 

Deficit per annual report of Dec. 31, 1934 
(p. 86) ------------------------------- $10,384,859.91 

Deduct: Portion of dividends accrued on 
Federal Savings and Loan Insurance Cor
poration stock to Dec. 31, 1934, but not 
recorded on books until May 1935 --------- 1, 532, 563. 67 

Adjusted deficit, Dec. 31, 1934- -------------------- $8, 852, 296. 24 

i Red figures.
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70 ANNUAL REPORT OF FEDERAL HOME LOAN BANK BOARD 

Home Owners' Loan Corporation, statement of financial condition as of June 30, 
1935-Continued 

RECONCILIATION OF DEFICIT-continued 

Add: Surplus charges for 6 months ending 
June 30, 1935: 

As of Dec. 31, As of June 30, 
1934 1935 

Reserve for losses on loans. $5, 276,200. 70 $6,628,414. 27 $1, 352, 213. 57 
Reserve for delinquent 

interest..--.....------..-...--------. 19,727,003.52 19, 727, 003. 52 
Reserve for Fidelity & 

Casualty (liability) --. 100,000.00 250,000.00 150, 000. 00 
Reserve for real estate-..- -..----------- 28,495.12 28, 495. 12 

Total surplus charges_- 5,376,200.70 26,633,912. 91 21, 257, 712. 21 

Add: Adjusted operating loss for period --__ 180, 947. 25 
$21, 438, 659. 46 

Deficit per balance sheet June 30, 1935 -------------- 30, 290, 955. 70 

SCHEDULE OF MORTGAGE LOANS AS AT JUNE 30, 1935 

Mortgages recorded in regional office - - $2, 651, 362, 656. 74 
Loans in transit --------------------- 43,675,051. 39 
Loans disbursed, dated subsequent to 

June 30, 1935---------------- --- 3, 522, 729. 09 

Total ---------------------- 2, 698, 560, 437. 22 
Less: Repayments of principal-------- 40, 904, 213. 15 

Balance at June 30, 1935----------- 2, 657, 656, 224. 07 
Less: Reserve for losses---------- -6, 628, 414. 27 

Net book value------------------------------ $2, 651, 027, 809. 80 

SCHEDULE OF FURNITURE AND FIXTURES 

Home office ----------------- -------------- 505, 397. 88 
Regional offices---------------- ----- ---------- 749, 286. 05 
State offices ----------------------------------- 1, 264, 607. 92 

Total------ ------------------------ 2, 519, 291.85 

SCHEDULE OF BONDS ISSUED 

Exchanged for mortgages, 4 percent -_ $631, 840, 450. 00 
Bonds sold, 4 percent --------------- 3, 395, 725. 00 

Total---------------------- 635, 236, 175. 00 

Less: 
4-percent bonds converted to 3 

percent --------- 309,435, 250.00 
4-percent bonds converted to 1% 

percent--------- ------------ 245, 393, 700. 00 

Deduct---------------- 554, 828, 950. 00 
80, 407, 225. 00
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Home Owners' Loan Corporation, statement of financial condition as of June 30, 
1985-Continued 

SCHEDULE OF BONDS ISSUED-continued

Exchanged for mortgages, 3 percent--- $623, 340, 000. 00 
Bonds sold, 3 percent -------------- 83, 726, 750. 00 
Federal Savings & Loan Insurance Cor

poration, 3 percent --------------- 100, 000, 000. 00 

Total----------------------- 807, 066, 750. 00 
Plus 3-percent bonds converted from 4 

percent ------------------------- 309, 435, 250. 00 

Exchanged for mortgages 2% percent - 1, 070, 727, 350. 00 
Bonds sold 2% percent_ -------------- 250. 00 

Bonds sold: 
2 percent_---------- -----
1% percent -------------------------------
1 percent-------------------

Bonds 1% percent converted from 4 percent ------
Loans in process-2% percent ---------------

$1, 116, 502, 000. 00 

1, 070, 727, 600. 00 

49, 532, 100. 00 
49, 843, 000. 00 

129, 736, 000. 00 
245, 393, 700. 00 

38, 888, 975. 00

Total--------------------------------------2, 781, 030, 600. 00 

BONDS HELD IN TREASURY FOR REDEMPTION OR RETIRED AND CANCELED

Redeemed: 
4 percent--_ - ---------------
3 percent ----....--. _ _ ..-----------------
2% percent -------------.--------

Total-----------------------------------

$2, 554, 850. 00 
169, 175. 00 

8, 216, 625. 00 

10, 940, 650. 00
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FIRST ANNUAL REPORT OF THE FEDERAL SAVINGS AND 
LOAN INSURANCE CORPORATION FOR THE YEAR 
ENDING JUNE 30, 1935 

The Federal Savings & Loan Insurance Corporation was created by 
Congress on June 27, 1934, under title IV of the National Housing 
Act. It has a capital of $100,000,000 subscribed by the Home 
Owners' Loan Corporation and paid for in full by the delivery of 
$100,000,000 Home Owners' Loan Corporation 3-percent bonds.  
Upon this capital stock the Federal Savings & Loan Insurance Corpo
ration is obligated to pay dividends out of net earnings at a rate equal 
to the interest rate on such bonds, which dividends shall be cumulative.  
The Corporation is governed by a board of five trustees identical in 
membership with the Federal Home Loan Bank Board.  

PURPOSES 

The Insurance Corporation was created by Congress to restore 
and strengthen the confidence of the public in institutions of the 
savings and loan type throughout the Nation through insurance of 
their accounts. The legislation recognized that the first requisite 
to the successful accumulation of savings for investment in home 
mortgages is assurance of complete safety for the small investor. In
vestigation has proven conclusively that the depositor or shareholder 
prefers safety and a moderate return to a higher dividend rate with 
the possibility of loss.  

There is today no room for doubt as to the value of insurance of 
bank deposits. The Federal Deposit Insurance Corporation has 
restored confidence in our commercial banks and has provided maxi
mum protection for the largest number of people at the lowest pos
sible cost to all concerned.  

Critics of the Federal insurance of bank deposits maintained that 
it was futile because insurance had not proved successful as tried by 
a few of our States. Experience with the national system has demon
strated, however, the obvious fact that insurance offered by no single 
State can equal the protection afforded by the combined power of 
all the States represented by the Federal Government. Federal in
surance not only distributes the risk, but the larger and more inclusive 
the Federal Savings & Loan Insurance Corporation is in embracing 
all sound institutions, the more impregnable it becomes.  

Congress, by thus providing such thrift and home financing insti
tutions with protection comparable to that offered commercial banks 
and their depositors through the Federal Deposit Insurance Corpora
tion, hoped to. stimulate the flow to them of small savings for long
term mortgage investment. The Federal Savings & Loan Insurance 
Corporation has authority, under certain important restrictions, to 
insure the accounts of Federal savings and loan associations and 
State-chartered building and loan associations, savings and loan 
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THE HOME OWNERS' LOAN CORPORATION

The Home Owners' Loan Act, approved June 13, 1933, authorized 
and directed the Federal Home Loan Bank Board to organize the 
Home Owners' Loan Corporation with capital stock of $200,000,000, 
to be subscribed by the Secretary of the Treasury on behalf of the 
United States Government. It further authorized the Corporation 
to exchange its bonds, in an amount not to exceed $2,000,000,000, for 
first mortgages on urban homes.  

Subsequent amendments to the original act increased the extent 
and scope of the Corporation's activities by authorizing the issuance 
of bonds in a total not exceeding $4,750,000,000, of which $400,000,000 
could be used to finance necessary repairs and reconditioning of 
homes securing the Corporation's loans, and $300,000,000 for invest
ment in shares and deposits in qualified home-financing institutions 
or for the purchase of obligations of the Federal home-loan banks.  
The Corporation was also directed to transfer $100,000,000 of its 
bonds in payment for the capital stock of the Federal Savings and 
Loan Insurance Corporation.  

LOANS TO HOME OWNERS 

Eligibility.-Under the terms of the Home Owners' Loan Act, the 
Corporation's authority to exchange its bonds was limited to a period 
of 3 years from date of the act, and to mortgages or other obliga
tions or liens secured by urban homes where the instruments evi
dencing these encumbrances were recorded or filed in the proper 
office, or executed prior to the date of the act. It included, how
ever, the sale of bonds and the making of cash loans under certain 
conditions, and the use of bonds for the redemption of homes lost 
by foreclosure or by voluntary surrender within 2 years prior to the 
date of redemption.  

The original act was amended on April 27, 1934, by further re
stricting the loans to applicants in involuntary default on June 13, 
1933, who were unable to carry or refund their existing mortgage 
indebtedness. The limitation of date was inoperative if it were 
specifically shown to the satisfaction of the Corporation that a de
fault after such date was due to unemployment or to economic con
ditions or misfortune beyond the control of the applicant; and the 
requirement of inability to carry or refund was inapplicable if the 
mortgages or liens were held by an institution in liquidation. At 
the same time the authority of the Corporation to redeem from fore
closure, or voluntary surrender by deed, was extended to all owners 
who had lost their homes in such fashion subsequent to January 1, 
1930. Later, by the Act to Provide Additional Home-Mortgage 
Relief, approved May 28, 1935, the preference given mortgages held 
by institutions in liquidation was withdrawn and inability to carry 
or refund on the part of the mortgagor became a universal require
ment.  

Loan limits.-Loans by the Corporation were limited to 80 percent 
of the Corporation's appraisal of the property and could not exceed 
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30 ANNUAL REPORT OF FEDERAL HOME LOAN BANK BOARD 

$14,000 in any case. By regulation of the Corporation, a mortgage 
or lien subordinate to the Corporation's mortgage might be taken at 
the time of the closing of the loan if it did not exceed the difference 
between the amount of the Corporation's loan and the Corporation's 
appraised value of the property. The security for the loans was 
restricted to real estate upon which there was located a dwelling or 

'dwellings for not more than four families and which was used in 
whole or in part by the owner as his home, or held by him as his 
homestead, and. which had a value of not to exceed $20,000 as 
appraised by the Corporation.  

Terms and interest rate.-The original act granted the home owner 
the option of making no payment of principal for a period of 3 years 
from the date of the act, if he were not in default with respect to any 
other condition or covenant of his mortgage. This privilege was 
withdrawn on loans closed subsequent to the enactment of the Act to 
Guarantee the Bonds of the Home Owners' Loan Corporation, April 
27, 1934. The moratorium, which was claimed by practically all of 
the borrowers prior to the amendment referred to, expired on June 
13, 1936, and, consequently, at the end of the fiscal period being re
ported upon, all borrowers were being billed for full amortization 
payments. Although the act permitted the making of cash loans 
under certain conditions, comparatively few were made. Most of 
the Corporation's loans, therefore, bear 5 percent interest and are 
repayable in cash or in bonds of the Corporation in equal monthly 
installments of $7.91 per $1,000 of original loan for a period of 15 
years. Some, but comparatively few, as originally made, run for a 
lesser period. All loans where the moratorium privilege was exer
cised have been reamortized over a 12-year period which, with inter
est, requires a normal payment of $9.25 per $1,000 of original face 
amount of the loan.  

Types of financial assistance provided.-In addition to the amounts 
called for by the obligations to be refinanced, the Corporation was 
permitted to provide, and generally did provide, sufficient funds to 
pay delinquent taxes and assessments, pay for necessary repairs, and 
meet the incidental expenses of the refinancing.  

Home Owners' Loan Corporation assistance noncompetitive.-As 
pointed out previously, under the act as amended on April 27, 1935, 
no applicant was eligible for a loan who could secure the necessary 
financial assistance elsewhere. After that amendment the Corpora
tion consistently followed the policy laid down by Congress and 
declined to refinance mortgages where the borrowers could refinance 
through private institutions, or individuals, or other established 
governmental agencies.  

Loan applications.-Between June and September 1933 more than 
400,000 applications, totaling $1,194,866,000, were received in the 
various State and district offices which had been established up to 
that time. By the spring of 1934 the applications were coming in 
at a rate exceeding 35,000 per week. This rate declined during the 
year to approximately 6,000 per week in November. By that time, 
however, a total of 1,750,000 applications amounting to $5,500,000.
000, had been filed, and, as it was apparent that the making of such 
of these as were eligible would more than exhaust the Corporation's 
available resources, the acceptance of applications was suspended 
on November 13, 1934, and no further applications were received
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until after the act of May 28, 1935, by which Congress increased 
the total bonding authority of the Corporation to $4,75000,000,000.  
In that act Congress specifically limited the acceptance of further 
applications by the Corporation to a period of 30 days, which ended 
June 27, 1935. During that period approximately 135,000 additional 
applications were made, much less than had been expected, but 
increasing the grand total of applications permitted to be filed to 
1,885,000, for a total sum of $6,173,000,000. The average applica
tion thus amounted to approximately $3,282.  

Loan-closing operations.-In order to take care of this flood of 
applications the Corporation opened offices in 48 States, the District 
of Columbia, and the Territories of Hawaii and Puerto Rico. To 
permit early action, regulations governing the procedure were orig
inally issued in bulletin form to the field offices. As soon as possible 
uniform standards and policies were adopted and introduced. The 
first manual of loan procedure was issued in the spring of 1934 
and has been subsequently revised from time to time in the light of 
experience.  

Appraisals.-The Corporation's appraisal procedure was based 
upon a formula which gave equal weight to: 

1. The market value at the time of the appraisal.  
2. The cost of a similar plot of land at the time of the appraisal, 

plus the reproduction cost of the building, less depreciation.  
3. The value of the premises, arrived at by capitalizing the rea

sonable monthly rental value of the premises over a period of 10 
years immediately preceding the date of appraisal.  

The training of appraisal personnel, and examination and rating 
of applicants for appraisal work, proceeded continuously during the 
entire 3 years of the Corporation's lending program. At that time 
approximately 4,000 appraisers were qualified by the Corporation; 
some 1,300 were used in salary appraisal work, and 2,700 for fee 
assignments.  

Reconditioning.-As has been previously stated, the Corporation 
was authorized to include in its cash advances funds with which to 
make repairs necessary for the preservation of the property, and 
such repairs were generally made a condition precedent to the 
refinancing of the mortgages. By the terms of the Act to Guarantee 
the Bonds of the Home Owners' Loan Corporation, the authority to 
make advances was broadened to include sums for rehabilitation, 
modernization, rebuilding, and enlargement of the homes financed.  
Approximately 675,000 applications for reconditioning were received 
prior to loan closing on June 12, 1936. A preliminary inspection was 
made in practically every case; by June 30, 1936, 478,000 applications 
had been approved by the loan committee, and nearly 360,000 con
tracts had been awarded for a total of more than $70,000,000. At 
the close of the fiscal year, approximately 330,000 jobs had been 
completed and approved. A complete summary of reconditioning 
operations, with cumulative totals for the country as a whole and by 
districts, regions, and States, appears in exhibit 12.  

Bonds issued, retired,.andoutstanding.-To June 30, 1936, Home 
Owners' Loan Corporation bonds, including refunding issues and 
commitments, had been issued in the amount of $3,742,024,925. Of 
this amount, $626,020,050 was issued for refunding purposes. The 
principal item consisted of 4-percent bonds, issued in the early
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stages of the Corporation's operations, which were guaranteed by 
the United States as to interest only. After the passage of the Act 
to Guarantee the Bonds of the Home Owners' Loan Corporation, 
extending the guarantee to include principal, these 4 percent bonds 
were called for redemption. At the end of the fiscal period reported 
upon, there were still outstanding bonds of this issue in the face 
amount of $3,419,675. In addition to the bonds retired by refunding, 
bonds in the additional amount of $67,635,325 have been retired 
either through repurchase or through acceptance in repayment of 
loans. This left a net liability for bonds and commitments out
standing of $3,048,369,550. A statement showing the coupon dates 
of these bonds, the coupon rate, the callable date, maturity date, the 
total amount of each issue, the amount refunded and retired, and the 
balance outstanding, is set forth in exhibit 13.  

In addition to bonds exchanged for mortgages and for the pur
chase of the capital stock of the Federal Savings and Loan Insur
ance Corporation, it was necessary for the Home Owners' Loan Cor
poration to sell bonds totaling $327,767,825, the proceeds of which 
were used for the various other purposes authorized by the Home 
Owners' Loan Act.  

Under the provisions of the act, all payments made by borrowers 
on principal of the loans held by the Corporation must be applied 
to the retirement of bonds and cannot be used for any other pur
pose. Through June 30, 1936, principal payments, including the esti
mated distribution of unallocated cash on hand as of that date, 
totaled $121,593,940.  

MANAGEMENT 

The administration of the Home Owners' Loan Act is vested in 
the board of directors of the Home Owners' Loan Corporation.  
These are identical with the members of the Federal Home Loan 
Bank Board. The directors select officials of the Corporation and 
adopt such bylaws, rules, and regulations as are deemed necessary 
for the accomplishment of the purposes of the act.  

On June 30, 1936, the principal officials of the Corporation con
sisted of the general manager, auditor, comptroller, general counsel, 
secretary, treasurer, and their deputies or assistants. These officials, 
through their Washington, regional, and State and district office 
staffs, are responsible for the operation of the Corporation under 
policies and regulations prescribed by the board of directors.  

SERVICING AND COLLECTION OF LOANS 

Establishment of regional offices.-During the first months of oper
ation all supervisory activities were conducted from Washington, 
and all accounting and treasury records were maintained in the 
Corporation's home office. As the business grew by leaps and bounds, 
physical limitations on available office space in Washington, as well 
as economy of time and effort and efficiency in operation, compelled 
a decentralization of administration. Accordingly, in the early part 
of 1934, the United States was divided for administrative purposes 
into 11 regions, and as rapidly as possible regional office organiza
tions were recruited and established in the most convenient locations 
in the districts. A map showing the regions established appears on 
the opposite page. Since the establishment of regional offices all
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individual loan records have been maintained in their respective re
gional offices, and the administrative control of the Corporation's 
local activities has been delegated to regional managers and their 
staffs. The home office management and technical staff see that the 
general policies promulgated by the Board are carried out, provide 
technical assistance 'to the regional offices, and exercise general 
administrative control over their activities.  

Collections from borrowers.-On June 30, 1936, the borrowers had 
been billed for a total amount of $446,184,887, representing $186,386,
933 of matured principal installments and $259,797,954 of matured 
interest on loans and advances. Repayments of $330,448,119 had been 
made, of which $121,593,940 was applicable to principal and 
$208,854,179 to interest (including the estimated distribution of 
unposted borrowers' payments on hand June 30). These collections 
represent 74 percent of the total amount of matured principal and 
interest.  

Loan service division.-The collection and servicing efforts dur
ing the loan-closing period consisted largely of direct correspondence 
between Washington and mortgagors throughout the country. After 
the establishment of the regional offices, steps were taken in each 
region to organize a loan servicing procedure adaptable to conditions 
in that region. Various systems were tried out. As a result of the 
experience under them, a uniform procedure was developed and 
incorporated into the Corporation's Manual of Rules and Regula
tions. At this time a loan service division was established for 
the purpose of administering this procedure throughout the Nation.  
As rapidly as field offices could be provided with loan servicing per
sonnel and equipment, the uniform procedure was put into operation.  
All delinquent borrowers were contacted by representatives of the 
division to determine the causes of default and possible remedies 
therefor, and individual records were established in the regional and 
in the district offices. At the end of June 1936 the loan service 
division had a total of 5,000 employees. The personnel was dis
tributed as follows: 9 in the home office, 1,235 in the 11 regional 
offices, and 3',756 in the 313 field offices.  

Property management.-The property management division is 
charged with the protection of the Corporation's interests in acquired 
properties and properties in process of acquisition. Its primary 
function is to liquidate owned properties as rapidly as possible with
out, however, interfering with recovery in the real estate market.  
Pending sale, these properties are managed in accordance with sound 
real estate practices. Wherever it is practical to do so, the Corpora
tion utilizes the services of responsible real estate brokers.  

Immediately preceding the acquisition of any property, a thorough 
analysis is made of it for the purpose of determining its proper dis
position. A reconditioning inspection is made in order to ascertain 
the extent of reconditioning required to put the property in condi
tion to invite sale or rental. A reappraisal report is obtained to 
establish the present market value and sales possibilities. Based on 
these field reports and on recommendations of the district or State 
office, a decision is reached as to the amount of reconditioning work 
to be performed, and whether the property is to be offered for imme
diate sale or is to be rented, awaiting a more favorable sales market.  
As of June 30, 1936, 28,675 properties were under the jurisdiction of

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1935-36



ANNUAL REPORT OF FEDERAL HOME LOAN BANK BOARD 35 

the division, of which 5,133 were owned by the Corporation and the 
balance were in process of acquisition. (See Exhibit 14.) 

Addition to home office building.-Reference has been previously 
made to the lack of available office space in Washington during the 
year 1934. This forced the Corporation to purchase a building for 
its own use. (See second annual report, p. 82.) In spite of the 
relief afforded by the new building, however, a rapid increase of the 
Corporation's business compelled it to continue the rental of addi
tional space in the Standard Oil Building and to retain the offices 
occupied by its executives on the seventh floor of the New Post Office 
Building. The inconvenience and lost time due to this separation of 
the departments and employees of the Corporation led to the de
cision to construct an addition to what had been known as the HOLC 
Building for the purpose of housing in one structure the entire 
Washington organization of the Home Owners' Loan Corporation 
and the allied activities under the control of the Federal Home Loan 
Bank Board.  

With the approval of the President, the Federal Home Loan Bank 
Board, by resolution on October 18, 1935, formally authorized the 
Home Owners' Loan Corporation to turn the necessary funds over 
to the procurement division of the Treasury Department. It was 
stipulated, however, that while the preparation of plans and the con
struction of the building were to be handled by the procurement 
division, the general direction of the work was to be carried on by 
the Deputy to the General Manager of the Home Owners' Loan Cor
poration.  

Decision was made to construct a 10 story and basement addition, 
having a ground floor area of 13,000 square feet and an estimated 
cubic content of 1,641,000 cubic feet, the exterior of the building to 
harmonize with the existing structure. Preliminary drawings were 
approved on February 26, 1936, and the working plans an'd specifi
cations were completed in April. Bids were taken thereon and the 
general contract was awarded to James Stewart & Co. on May 21, 
1936, in the amount of $1,446,700. Additional contracts awarded 
separately amounted to $128,202, bringing the total cost as of June 
30, 1936, to $1,574,902.  

Excavation began on the morning of May 27, 1936, and the first 
concrete foundations were poured on June 16. The contract calls 
for the completion of the work within 300 calendar days from May 
21, 1936. Construction progress schedules have been prepared for 
checking and expediting the progress of the work so that it may be 
completed within the time stipulated.  

COMPTROLLER'S DIVISION 

Organization.-The Comptroller is responsible for maintaining all 
accounting and financial records, and is custodian of the Corpora
tion's assets. The Comptroller's organization consists of four sec
tions, namely: accounting, treasury, insurance, and purchase and 
supply.  

Originally, the Comptroller's functions were centralized in the 
home office. Arrangements for decentralization to the 11 regional 
offices were started with the organization of the Boston Regional 
Office in June 1934. By the end of the year, regional accounting,
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treasury, and insurance sections had been established in all regions.  
The purchasing section was retained in Washington to permit more 
economical purchase and use of equipment and supplies than would 
be possible on a decentralized basis.  

Accounting section.-The regional accounting sections maintain 
complete records of all transactions affecting borrowers' accounts with 
the Corporation. Standard uniform reports are submitted by all 
regional offices to the home office, for consolidation into the Corpo
ration's general books.  

A staff of field representatives, under the direction of the Comp
troller, maintains personal contact with regional offices, establishes 
uniform procedure, and provides supervision and assistance for 
regional accounting sections.  

The accounts maintained in regional offices are subject to examina
tion by the Auditor of the Corporation, and current transactions are 
verified by his staff.  

With the completion of loan-closing operations, in June 1936, 
the accounting section was relieved of the burden of establishing 
new loan accounts and is now studying means for maintaining more 
adequate control of functional costs of operation, and more detailed 
analyses of the Corporation's financial condition.  

Treasurer's section.-Custodianship of mortgage-loan dockets, the 
receipt of Corporation funds, and the disbursing activities of the 
Corporation are under the supervision of the Treasurer.  

To assist borrowers in making payments on their loans, the 
Corporation on June 30, 1936, had 195 collection offices throughout 
the country, to receive and transmit payments to the regional offices.  

Insurance section.-The protection of the Corporation's home
mortgage investment against fire, wind, and other hazards is under 
the supervision of the insurance section. It is one of the duties 
of this section to see that the insurance requirements of the Corpo
ration are consistent with the provisions of the laws of the several 
States and conform to the various types of insurance coverage and 
contracts required by local conditions.  

At the time the loans were made, the Corporation required insur
ance, but permitted the borrower to arrange for the purchase of 
insurance through local agents, and in case he was unable to pay 
the initial premium, it was included in the original loan. In order 
that the Corporation might have complete protection, it also secured 
a contract protecting it against errors and omissions.  

Following out the policy of the Corporation not to interfere with 
local insurance practices, or the rights of borrowers to secure through 
local insurance agents insurance necessary to meet the Corpora
tion's requirements, it has participated in the adjustment of insur
ance losses only where it finds that an equitable adjustment is not 
being made and the interests of the Corporation are not fully 
protected.  

As of June 30, 1936, this section was servicing approximately 
2,500,000 insurance policies. All of these have been examined to 
determine that they meet the requirements of the Corporation and 
to make certain that nonstandard clauses and conditions, which 
might defeat recovery or prevent an equitable adjustment in the 
case of loss, are not incorporated therein. Through a careful and 
consistent follow-up of policies which are about to lapse, the num-

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1935-36



ANNUAL REPORT OF FEDERAL HOME LOAN BANK BOARD

ber of premiums which it has been necessary for the Corporation 
to advance on behalf of borrowers has been reduced from approxi
mately 50 percent in 1934 to 10 percent in 1936. To the end of the 
fiscal year there had been 57,629 losses for a total of over $6,500,000.  
These losses, except in a few cases, were fully covered by the policies, 
and promptly paid by the insurance companies.  

Purchase and supply section.-At the outset of the Corporation's 
activities the immediate need for the speedy organization of State 
and district offices made it necessary that many purchases of equip
ment and supplies be made from local dealers by the local officials.  
A large amount of equipment was also borrowed from other Govern
ment agencies, National, State, and municipal.  

Since 1934, however, all purchases, except inconsequential items 
or supplies required to meet. local emergencies, have been made 
through the purchase and supply section of the home office. By 
this means the Corporation has been able to take full advantage of 
economies made possible by large orders of standard supplies and 
equipment which could not have been realized if the purchases had 
been made in small quantities through local dealers.  

The purchase and supply section maintains an inventory of the 
nonexpendable equipment in all the offices of the Corporation. With 
the cessation of lending operations, which resulted in the closing of 
some offices and reductions in others, many and frequent changes in 
this inventory are necessary. The curtailment of operations also 
resulted in the accumulation of surplus equipment, which the pur
chase and supply section is now liquidating as rapidly as possible.  
Rented and borrowed equipment is being replaced from the surplus 
equipment and such as is not in use, or that there is no reasonable 
prospect of using, is being sold. A considerable stock of standard 
supplies and equipment is maintained in the home office and shipped 
to the various regional offices upon requisition.  

LEGAL DEPARTMENT 

The nature of the business conducted by the Home Owners' Loan 
Corporation necessarily requires an unusual amount of legal work.  
The services of the General Counsel to the other agencies of the Board 
have been described in a previous portion of this report, but the more 
complicated nature of the service which he and his department per
form for the Home Owners' Loan Corporation requires a more de
tailed statement here.  

Organization.-With particular reference to the work of the Home 
Owners' Loan Corporation, the legal department is organized in three 
divisions-advisory, litigation, and servicing.  

Advisory.-In addition to the legal advice to the board of direc
tors, the advisory division deals with all legal problems in the in
ternal operation of the Corporation, including advice in connection 
with bond issues or retirements and negotiations with Treasury offi
cials; advice to the auditing department, including matters grow
ing out of the exceptions in the auditing reports; advice to the 
accounting section, covering also many miscellaneous problems in 
connection with credits and fire-insurance losses.  

The division contains a briefs section, which is provided with a 
library, briefs many questions, and reviews briefs made by the legal 
departments in the field.

37
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A regulations section drafts rules and regulations as instructed 
by the Board, or as requested by departments, and negotiates with 
the executives and the board of directors in connection with them.  

Litigation division.-The litigation division supervises, through 
a general litigation section, all litigation except foreclosure actions.  
During the fiscal year this involved the handling of 3,780 lawsuits, 
in 296 of which the Corporation was plaintiff.  

The increasing number of foreclosures required the organization, 
during the year, of a special foreclosure section. Only a few fore
closures had been authorized, however, prior to June 30, 1936.  

As the Corporation has adopted the policy of carrying its own 
fidelity, casualty, and public liability risks, the litigation division 
maintains a claims section to handle all claims of such character, 
as well as all claims filed with the United States Employees' Com
pensation Commission on behalf of employees.  

From the early days of the Corporation, an investigation section 
has been maintained in the litigation divison to investigate all 
alleged volations of criminal statutes in any way connected with 
the operation of the Corporation. More than 4,000 such cases were 
referred to the section during the fiscal year, of which 1,126 were 
pending at its close. After investigation of the charges by this 
section, appropriate administrative action is taken, and if it appears 
in any case that there has been willful violation of the criminal 
statutes, such case is referred for prosecution .to the Attorney Gen
eral of the United States and to the United States district attorney 
in the proper district.  

Servicing division.-Between June 30, 1935, and June 30, 1936 
the servicing division of the legal department, through its exam
ining section, supervised the closing of 137,795 loans, and through 
its reconditioning section, the award of approximately 110,000 con
tracts of reconditioning. These latter involved approximately $25,
000,000, and the clearance of all laborers', mechanics', and material 
men's liens.  

Through the tax section of the servicing division, an accurate 
record is maintained with reference to the tax status of every piece 
of property, somewhat over a million, upon which the Corporation 
holds a lien, or which it owns. The size and complexity of the task 
can be better appreciated if one recalls that, on the average, every 
piece of property is subject to taxation by five governmental units.  

It is also the function of the tax section to authorize the payment 
of taxes on account of the borrowers, where necessary to protect the 
lien of the Corporation. In the performance of this duty it saw to 
the payment of approximately $1,500,000 in taxes during this fiscal 
period. It performs the same service with reference to acquired 
properties. The amount of taxes on these paid for the period was 
$900,000.  

As previously indicated, the fiscal year covered by this report saw 
the establishment of loan servicing and property management. This 
required the creation of a loan service section and a property service 
section, to give advice to, and perform such legal duties as would be 
required by, these vital operating divisions.  

All sections of the legal department which have been referred to 
generally have corresponding sections in the regional offices. The 
regional staff in turn supervises the handling of legal matters in the
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States by the State counsel and his staff. The salaried staff of attor
neys in the Washington, regional, State, and Territorial offices on 
June 30, 1935, consisted of 939 attorneys; on June 30, 1936, 541. In 
addition, the Corporation employed, during the fiscal year, from time 
to time, several thousand attorneys to examine titles, draw papers, 
and close loans in their own offices in the communities where home
owner borrowers resided. The Corporation also employed a few 
lawyers to handle certain litigation on a fee basis.  

From the start of lending operations the legal department began 
the creation of a list of lawyers to be used as fee attorneys in con
nection with loan closing. During this fiscal year a new list of 
lawyers, to be used in the foreclosure work, was compiled and ap
proved, and the fees for the services in the different States and com
munities were fixed and agreed upon. A smaller list of attorneys was 
selected for the foreclosure work on a fee basis, but most of them 
were attorneys who had been tried out in connection with loan 
closing.  

PERSONNEL DEPARTMENT 

The personnel department was organized to meet the personnel 
problems incidental to the rapid growth and the unusual nature and 
size of the organization. The development of the Corporation in
volved the selection and classification of over 20,000 employees located 
in some 300 different offices. To meet the urgent demands for quali
fied workers with the least possible delay, local officials of the Cor
poration originally made selections of personnel in accordance with 
their own standards.  

Pursuant to the Executive order approved by the President of the 
United States on June 21, 1934, the personnel department classified 
the positions of the employees under the provisions of the Classifica
tion Act of 1923, as amended, subject to the review and revision by 
the Civil Service Commission. It also developed standards of selec
tion, procedure, and uniform salary schedules adjusted to varying 
local requirements.  

Since the organization of the regional offices in the fall of 1934, 
the administration of personnel matters has been correlated by con
trol, planning, and recording units in the personnel departments of 
the Washington and regional offices. These units handle all pay-roll 
and leave matters and establish plans and standards for the field 
operations of the personnel department.  

This activity has led to a well-organized personnel procedure 
whereby selections are based on carefully prepared tests in which 
the qualifications of applicants are compared with standard minimum 
requirements, and wherein an essential feature is a standard plan of 
salary administration, based on the accurate classification of all 
positions.  

Exhibits 15 and 16 show the number of employees carried on the 
Corporation's pay roll during the fiscal year 1936.  

AUDITING DEPARTMENT 

The auditor is responsible for the proper audit of all accounts of 
the Corporation. In addition, his division reports to the Board on 
all infractions of rules and regulations, as prescribed by enabling 
legislation, bylaws, Board resolutions, manual of procedure, bulletins,
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and general governmental standards and regulations, as they develop 
in the normal course of its activities.  

The auditing department, during the fiscal year July 1, 1935, to 
June 30, 1936, preaudited and certified for payment by the Treasurer 
of the Corporation approximately 375,000 vouchers aggregating 
approximately $33,000,000 for all general operating expenditures, 
and preaudited and certified for payment disbursements made by the 
various treasurers in the regional offices.  

Up to June 30, 1936, this department had concluded 106 regional 
office, State office, and special audits, of which number 58 were com
pleted during this fiscal year's operations, and 1,024 regular audits 
of collection offices maintained in the various States. Reports cover
ing these audits were submitted to the Board and to the various 
departments involved. Audits are being maintained on an annual 
basis for State and district offices and for lesser periods on collection 
offices.  

An audit was made of mortgage loans refinanced by the Home 
Owners' Loan Corporation, and all exceptions to the required stand
ards were noted. Apparent overpayments in loan settlements with 
the mortgagees were submitted, in accordance with regulations, 
through the regional managers to the adjustment department in 
Washington. Recoveries of overpayments previously submitted were 
reported and credited to borrowers' accounts. In addition, the re
gional supervising auditors prepared schedules of loans which were 
paid in full, and these were reviewed by the home office.  

A continuous internal audit is conducted of borrowers' accounts 
and property accounts. The application of the receipts and disburse
ments is checked and properly cleared through the records of the 
Corporation.  

MORTGAGEE REHABILITATION DIVISION 

By the summer of 1935 the Corporation had closed more than 
900,000 loans; the Federal Home Loan Bank Board had chartered a 
very substantial number of Federal savings and loan associations; 
the program of the Federal Savings and Loan Insurance Corporation 
was getting well under way; the lending activities of the Federal 
home-loan banks were increasing steadily, and the necessity of pro
viding the Federal Home Loan Bank Board and its affiliated agencies 
and executives with current, accurate, and comprehensive informa
tion as to real-estate and mortgage conditions throughout the country 
became apparent.  

As a result the Board, on July 28, 1935, created the mortgagee 
rehabilitation division to conduct a Nation-wide survey of mortgage 
and real estate conditions. After careful analysis it was determined 
that the activities of this investigation should be confined to cities of 
40,000 population and over. A field and office staff of approximately 
22 people was organized, and, after careful study of the problem in
volved, operations were started in August 1935. To date this divi
sion has completed the survey of 92 cities, and it is anticipated that 
surveys of the remaining cities over 40,000 population can be com
pleted by March 1937.  

Reports of completed surveys furnish the Board and the executives 
of the various interested agencies with complete and accurate infor-
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mation covering every phase of mortgage and real estate activity in 
the communities covered.  

SUMMARY OF FISCAL OPERATIONS 

During the fiscal year 1936 the Corporation completed the follow
ing operations: 

Bonds.-Bonds and commitments issued through June 30, 1936, 
totaled $3,742,024,925. Of this amount, $626,020,050 have been re
funded, and $67,635,325 retired, leaving a net outstanding bond and 
commitment liability of $3,048,369,550. (See exhibit 13.) 

Principal repayments from borrowers, exclusive of unallocated 
funds, have amounted to $121,040,611, of which $67,635,325 have been 
used for the retirement of bonds and the balance of $53,405,286 are 
held in the bond retirement fund available for that purpose.  

Disposition of bonds and commitments issued, capital stock, and 
realized income.-The disposition of proceeds of bonds and commit
ments issued, capital stock subscribed by the United States Treasury, 
and realized corporate income to June 30, 1936, is set forth in 
exhibit 17.  

Loans.-Of 340,470 applications pending on June 30, 1935, 136,935 
cases were eligible for Home Owners' Loan Corporation loans, which 
were consummated prior to the termination of loan-closing activities 
on June 12, 1936. Through that date a total of 1,018,390 loans, in 
the gross amount of $3,092,870,784, had been closed. This amount 
includes approximately $75,000,000 lent for necessary repairs and 
reconditioning incidental to refinancing operations.  

Liquidation.-Through June 30, 1936, borrowers had been billed 
for a total amount of $446,184,887, representing $186,386,933 of 
matured principal installments, and $259,797,954 of matured interest 
on loans and advances. Repayments, including unallocated cash on 
hand on June 30, 1936, totaled $330,448,119, representing 74 percent 
of the total amount of matured principal and interest. Of this 
total, $121,593,940 represents principal and $208,854,179 interest, 
including the estimated distribution of unallocated cash.  

Properties.-As of June 30, 1936, 5,133 properties were owned by 
the Corporation, and 23,542 were in process of acquisition.  

Income and expenses.-During the fiscal year 1936, the total in
come of the Corporation from all sources amounted to $147,214,437.  
After deducting expenses, in the amount of $150,947,877, which in
cludes reserves for fidelity and casualty losses in the amount of 
$300,000, the deficit for fiscal year 1936 amounted to $3,733,440, bring
ing the total deficit on June 30, 1936, to $34,024,396. This deficit is 
principally attributable to the expenses incidental to the closing of 
loans which were charged as incurred. If no change is made in the 
interest rate and if economic conditions continue to improve and if 
no impediments are placed in the way of collection, this deficit should 
be eliminated by earnings during the 15-year term of the loans.  
Ample reserves for losses on delinquent interest and losses on ac
quired properties are being charged against current earnings. With 
the reduction in loan operations, monthly administrative expenses 
declined from $3.54 per loan during June 1935 to $2.57 in June 1936, 
but, to offset this, the cost of servicing the loans and of handling the 
properties necessarily acquired will increase rapidly for some months.
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HOME OWNERS' LOAN CORPORATION ANNUAL REPORT 
TO THE CONGRESS, JUNE 30, 1937 

The Home Owners' Loan Corporation, its original lending activities 
terminated, devoted the past fiscal year primarily to the servicing of 
its investment of more than $3,000,000,000 in loans and to the man
agement and disposal of its acquired properties. Records of June 
30, 1937, show 19,489 loans repaid in full, and $270,344,088 repaid on 
principal of the Corporation's mortgage loans, applicable for the 
retirement of bonds. With delinquencies steadily being reduced and 
the great mass of borrowers meeting their obligations with increasing 
fidelity, the Corporation has been able more definitely to chart its 
course for the future.  

That course, of necessity, has been and must be pursued with full 
recognition of the Corporation's triple responsibility to its borrowers, 
its bondholders, and to the taxpayers. The basic purpose of the 
Congress in establishing the Corporation pledges it to extend every 
possible consideration to those who turned to it for aid. At the 
same time, the Corporation is bound to protect the funds entrusted 
to its care. And unquestionably it has an obligation to conduct its 
endeavors to aid its own borrowers in a manner which will not place 
an unfair burden on their neighbors, the great mass of taxpayers.  

The Home Owners' Loan Act, as amended, authorized the issuance 
of bonds totaling $4,750,000,000. Of this, $400,000,000 could be 
used to finance necessary repairs and reconditioning of homes securing 
the Corporation's loans, and $300,000,000 for investment in qualified 
home-financing institutions, or for the purchase of obligations of the 
Federal Home Loan Banks. The Corporation also was directed to 
transfer $100,000,000 of its bonds in payment for the entire capital 
stock of the Federal Savings and Loan Insurance Corporation. Its 
direct loans were limited to real estate on which were located dwell
ings for not more than four families, used in whole or part by the 
owner as his home, or held by him as his homestead, and which did 
not exceed $20,000 in value. Those loans were limited to 80 percent 
of the Corporation's appraisal and could not exceed $14,000. They 
were to be repaid on a monthly basis over a period of not more than 
15 years. Cash loans were permitted!under certain conditions at a 
6-percent interest rate, but few were made. All other loans by the 
Corporation were at a 5-percent rate.  

When the Corporation was established June 13, 1933, the author
izing act provided that no applicant was eligible for a loan on his 
home who could secure the necessary financial aid elsewhere. When 
its lending activities closed June 12, 1936, it was found that the 
average mortgage on the homes refinanced was more than 2 years 
in default in principal and the owner in arrears on taxes from 2 to 3 
years. From the viewpoint of the private lender, all of the Corpo
ration's borrowers, scattered through all but 64 of the 3,072 counties 
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of the United States, were in distress. Nevertheless, the Corpora
tion's receipts for each month of the fiscal year 1937 averaged over 
90 percent of its current monthly billings and amounted to $291,446,
446, of which $149,297,474 was principal and $142,148,992 interest.  

Following is a comparative tabulation of three major classifications: 

Accounts Accounts Loans paid in full 
current or 
less than 3 Percent 3mothn Percent 
months in in arrears Number Amount arrears 

June 30, 1936--....------- -..... 608,435 60.6 397, 533 39. 4 6, 960 $14, 416, 569 
June 30, 1937- ... .-------- 598,385 64.3 331,664 35.7 19, 489 43,368, 962 

Following is the comparative tabulation of allocations of collections 
on mortgage loans, purchase money mortgages, sales contracts, and 
advances thereunder, excluding unallocated cash receipts at the end 
of the year: 

Period Principal Interest Total 

Cumulative to June 30, 1936_ ------------ $121, 046, 613.81 $208,165,809.40 $329, 212, 423.21 
For fiscal year ended June 30, 1937 ---------- 149, 297, 474.40 142,148, 992. 42 291, 446,466.82 
Cumulative to June 30, 1937-- ------------ 270, 344, 088. 21 350, 314, 801.82 620, 658, 890. 03 

The comparative tabulation of maturities and delinquencies on 
mortgage loans, purchase money mortgages, sales contracts and 
advances thereunder follows: 

Period Principal Interest Total 

Cumulative to June 30, 1936: 
Maturities------------------- ----- $186, 386, 933 $259, 797, 954 $446,184,887 
Allocations of collections as above.------... --------. 121, 046,614 208,165, 809 329, 212,423 

Delinquencies.------------..------------------ 65, 340,319 51,632,145 116,972, 464 

Cumulative to June 30, 1937: 
Maturities -----------..---------------------. . 368, 107, 578 373,680,319 741, 787, 897 
Allocations of collections as above-------- -------- 270, 344,088 350, 314,802 620, 658, 890 

Delinquencies ---------------- -------------- 97, 763, 490 23,365, 517 121,129, 007 

Viewing the Home Owners' Loan Act as a measure designed to aid a 
class of home owners in hard straits largely through no fault of their 
own, the Corporation has extended to its borrowers every encourage
ment that is consistent under the act. Where borrowers were de
linquent because of unemployment, it sought to help them find jobs; 
where the most needy were dependent on public welfare, it endeavored 
to speed aid; where others were burdened with properties beyond their 
income, it has helped to a solution through rent or sale.  

Foreclosure has been a last resort. Of 97,835 foreclosure actions 
authorized by June 30, 1937, 88 percent occurred only after delin
quencies in both principal and interest had run for more than 1 year, 
and 63.3 percent more than 18 months, with taxes unpaid. In 18.5 
percent of the foreclosure cases, the properties had been abandoned, and 
in 5.5 percent, owners had' died and heirs refused to assume the
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mortgages-making a total of 24 percent of cases in which the Cor
poration had no alternative. In 21.5 percent additional cases, bor
rowers refused to cooperate despite their ability to meet their obliga
tions, and in a small number of instances, legal complications forced 
action. The remaining 54 percent involved borrowers whose cases 
were insoluble.  

Authorization of foreclosure did not close redemption opportunities 
to borrowers; prior to June 30, 1937, 6,712 foreclosure actions were 
withdrawn and action on others suspended in the hope that foreclosure 
could be avoided. Comparative figures on foreclosure actions 
authorized, properties owned, and properties sold follow: 

Foreclosure Properties sold 
actions au- Properties 

thonzed owned Number Amount 

June 30, 1936...-- .....--.----------------- 26,971 5,133 142 $523,054 
June 30, 1937 - ..------------------------------- -- - 97, 835 42,486 2, 373 8,816,155 

The 97,835 properties on which foreclosure has been authorized 
represent somewhat more than 9 percent of the homes refinanced.  
The properties actually acquired represent about 4 percent of the 
total. Of the properties owned by the Corporation, 35,078 units were 
available to yield income June 30; of these, 30,693, or 87.5 percent, 
were rented, and 5,385, or 12.5 percent, vacant. Gross rent collec
tions on these properties for June, the last month of the fiscal year, 
were 96.3 percent of billings.  

The H. O. L. C. received 1,886,491 applications in the aggregate 
amount of $6,173,355,652, and closed 1,018,171 loans in the aggregate 
amount of $3,093,459,271.1 In addition there were approximately 
8,000 supplemental loans for reconditioning, made to borrowers who 
had previously received refinancing loans.  

The Corporation placed over $500,000,000 in circulation for the 
direct benefit of small depositors by taking mortgage loans which 
would otherwise have been foreclosed by closed banks; $768,009,000 
of home mortgages were taken from building and loan associations, 
cooperative banks, and similar institutions; $167,000,000 from saving 
banks; $745,562,000 from commercial banks; and $1,007,429,000 from 
individual lenders, mortgage companies, and others.  

The reconditioning activities of the Corporation to make properties 
acceptable collateral for long-term mortgages, and later directed to 
making acquired properties attractive for rental and sale, noticeably 
stimulated industry. It has been estimated that $82,935,793 spent 
for reconditioning and repairs prior to June 30 represented an aggre
gate of 9,000,000 working days for masons, carpenters, painters, and 
others in the building trades. In addition to improving 444,226 
properties, many of them definitely on the path of obsolescence, re
conditioning operations have been and still are stimulating pride in 
home ownership. Not only H. 0. L. C. borrowers, but their neighbors 
as well, have been impressed with the importance of maintaining their 
homes in good condition; as a result, whole neighborhoods have been 
improved.  

1 These figures, differing slightly from those used in previous reports, are the result of a later check.  

43246--38---3
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BONDS RETIRED, OUTSTANDING AND EXCHANGED 

Under the original Home Owners' Loan Act, the Corporation's 
bonds were guaranteed by the United States as to interest only.  
While that provision was in effect, 4-percent bonds were issued, which 
were called for retirement July 1, 1935. By an act to guarantee the 
bonds of the Home Owners' Loan Corporation, approved April 27, 
1934, this guarantee was extended to include principal as well as 
interest. This now applies to all outstanding bonds of the Corpora
tion, with the exception of $1,061,050 4-percent bonds called for 
redemption but not presented.  

To June 30, the Home Owners' Loan Corporation had issued bonds 
to the amount of $4,052,742,275, including refunding issues and com
mitments. Of this, $831,288,725 has been refunded and $208,303,900 
retired, totaling $1,039,592,625. This left a net liability for bonds 
and commitments outstanding of $3,013,149,650. (See exhibit 13.) 

Under the act, all payments by borrowers on principal of the Cor
poration's loans must be applied solely to retirement of bonds.  
Through June 30, these principal payments totaled $270,344,088.  

The Corporation continued its policy of exchanging lower coupon 
bonds for those of a higher return, when an advantageous exchange 
could be made. The amount of exchanges to June 30, 1937, involved 
approximately $475,000,000 of the Corporation's securities and re
sulted in a net saving in interest to the Corporation of approximately 
$8,700,000. Of this cumulative total, over $400,000,000 was com
pleted during this fiscal year.  

Largely as a result of such exchanges, the interest rate on all bonds 
was reduced from 2.628 percent as of June 30, 1936, to 2.585 percent 
as of June 30, 1937.  

MANAGEMENT 

The administration of the Home Owners' Loan Act is vested in the 
Board of Directors of the Home Owners' Loan Corporation, who are 
identical with the members of the Federal Home Loan Bank Board.  
The directors select officials of the Corporation and adopt such 
bylaws, rules, and regulations as are deemed necessary. The principal 
officers are the general manager, auditor, comptroller, general counsel, 
secretary, treasurer, and their deputies or assistants.  

It became apparent in the early part of 1934 that it would be neces
sary to decentralize the operations of the Corporation into operating 
units of manageable size. Eleven regional offices, where individual 
loan records are maintained, were established. This decentralization 
was patterned along well-established lines, such as the Federal 
Reserve System, and follows the operating procedure of the Corpora
tion in stepping down supervisory authority. The home-office 
management and operating staffs see that the general policies promul
gated by the Board are carried out, provide technical assistance to the 
regional offices, and exercise general administrative control. For 
further management purposes and for the convenience of borrowers, 
the Corporation maintained as of June 30, in addition to the 11 
regional offices, a total of 149 State and district offices, and 250 
loan service stations.
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LOAN SERVICE DIVISION 

The Loan Service Division is responsible for servicing the mortgage 
loans which the Corporation holds in its portfolio.  

With over half of the borrowers on its lists meeting all current bills 
and thousands of others overcoming their arrearages, the Loan 
Service Division has been able to intensify its personal contacts with 
those whose accounts present the most difficulties.  

Approximately 18 percent of borrowers still are delinquent on taxes 
for 1933, 1934, and 1935. To insure payment of these taxes and of 
1936 and future levies, separate tax deposit accounts have been 
established for many delinquents.  

After a comprehensive study, a policy was adopted with respect to 
deficiency claims and judgments which is more equitable than has 
ever before been followed by any lending agency. This policy pro
vides that irrespective of the amount of any claim or judgment result
ing from the bidding at the time of foreclosure sale, it shall be adjusted 
to the amount of the difference between the value of the property at 
the time of sale, liberally appraised, and the amount of the debt. If 
the appraised value of the property at the time of the sale is equal to 
or greater than the amount of the debt, no judgment is taken or 
enforced.  

The Loan Service Division was able to reduce its personnel in field 
offices from 5,165 to 3,691 during the fiscal year. The personnel 
June 30 consisted of 1,191 persons in the regional offices and 2,500 in 
State and district offices. Personnel costs in June were $545,401 or 
$1.24 per month for each delinquent account under the Division's 
jurisdiction.  

PROPERTY MANAGEMENT DIVISION 

The Property Management Division was created January 15, 1936, 
to provide for the orderly liquidation of properties acquired by the 
Corporation. In addition to acquired properties, however, the Divi
sion has under its jurisdiction unacquired properties where foreclosure 
or the acceptance of voluntary deeds has been authorized, and is 
responsible for the care and maintenance of those properties until 
they are sold.  

With 97,835 properties under its jurisdiction on June 30, the Divi
sion sought to minimize costs of operation and speed preparation of its 
holdings for rental and sale. Under the procedure established by the 
Corporation, properties must be analyzed, sales and rental prices 
established and a program of reconditioning decided upon before 
acquisition. Meeting this requirement, the Division had analyzed 
2,000 more properties than it actually had acquired by June 30. This 
process allowed the Corporation to commence its reconditioning 
operations immediately upon acquisition and make the property 
available to yield income at the earliest possible date. (See exhibit 15.) 

Despite the fact that most of the burden of acquired properties has 
been placed on the Division in recent months, 35,078 units have been 
made available to yield income by June 30. Of these, 87.5 percent 
were rented; of tenants in possession, 93.2 percent were currently paid 
up or delinquent less than 1 month. Monthly receipts, including
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rents collected and miscellaneous receipts,2 increased during the fiscal 
year from $86,101 to $1,004,855. The cumulative total of collections 
increased from $291,154 to $7,595,617.  

While the Corporation has sustained losses in the sale of some prop
erties, at the end of the fiscal year the total price at which all properties 
had been sold was in excess of ledger value. As of June 30, sales of 
2,373 properties, priced in line with fair market values, amounted to 
$8,816,155.  

It is the policy of the Corporation to handle its properties through 
real-estate brokers, rather than to set up an independent system in 
competition with private industry.  

The pay roll of the Property Management Division, comprising a 
personnel of 2,091, amounted in June 1937, to $285,099, or $2.99 per 
property under its jurisdiction.  

APPRAISAL AND RECONDITIONING DIVISION 

The Appraisal Section, the activities of which have now been turned 
to aid in the liquidation of the Corporation, furnishes reports which 
assist in determining whether acquired properties should be disposed 
of immediately, held for later sale, rented as they stand or be recon
ditioned for enhanced income. It sets values in connection with 
foreclosures for the information of the Property Management Division 
in the regular course of its work and, in addition, prepares special 
reports on situations involving damages to the Corporation's prop
erties in floods, earthquakes, and in blighted areas. During the fiscal 
year, 74,793 appraisals were completed, making a total of 4,736,092 
since the beginning of operations and exclusive of appraisals made for 
the Federal Home Loan Bank System and other governmental 
agencies.  

Under a cooperative arrangement with the Procurement Division 
of the United States Treasury Department, appraisals on properties 
with an aggregate value of $7,000,000 acquired by the Procurement 
Division have been completed by the H. O. L. C. Appraisal Section.  
Similar arrangements were made recently with the Maritime Com
mission. In all such operations, the Corporation is reimbursed.  

Since its establishment, it has been the task of the Reconditioning 
Section to rehabilitate properties to a point where they were adequate 
security for the Corporation's long-term loans, and to guard them 
against deterioration. Where properties have been acquired, the 
section, cooperating with the Property Management Division, assumes 
the task of placing them in a condition to invite rental or sale.  

During the fiscal year, 84,395 reconditioning contracts were com
pleted, involving an expenditure of $16,015,838. Since the beginning 
of operations, 444,226 such contracts have been completed at an 
expenditure of $82,935,793, or an average of approximately $190 per 
property. There were 42,933 properties being reconditioned, analyzed 
for reconditioning upon acquisition of title, or otherwise on hand 
with the Reconditioning Department as of June 30. (See exhibit 16.) 

The personnel of the Appraisal and Reconditioning Division as of 
June 30 consisted of 1,847 persons, of which 111 were part-time 

2 Miscellaneous receipts include moneys received by the Corporation on properties under the jurisdiction 
of the Property Management Division that have not been classified as rental income, and more particularly 
include moneys collected for the use of properties as mortgagee in possession, or under an assignment of 
rent; moneys collected for the use of properties between judgment and acquisition, and payments on mort
gage loans after foreclosure authorization and prior to judgment.
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employees. In addition, the Division had an approved list of 4,208 
appraisers and inspectors available on a fee basis.  

LEGAL DEPARTMENT 

The Legal Department renders legal advice and service to the Board 
of Directors and to all departments and divisions of the Corporation.  
In addition, it has charge of a number of operations, including litiga
tion and foreclosures, claims and investigations of violations of law, 
the maintenance of tax records and handling of tax matters in regard 
to all properties owned by the Corporation or on which it has a lien, 
and the closing of all sales of acquired properties.  

The immediate conduct of most of the Corporation's litigation, 
foreclosures, and sales closing, is entrusted to carefully selected local 
attorneys engaged on a fee basis under the supervision of the legal 
staff. There were 9,193 such attorneys on the approved lists of the 
Corporation on June 30. Fees paid during the fiscal year totaled 
approximately $2,700,000.  

During the fiscal year a number of important laws of general public 
interest relating to the real-estate and mortgage field were enacted 
by State legislatures. The Legal Department gave proper assistance 
and advice. Notable among these enactments were homestead tax
exemption laws and statutes requiring notice to mortgagees in the 
foreclosure of tax liens. Another important task accomplished was a 
general revision of the rules and regulations and their codification 
into a consolidated manual.  

Through the General Litigation Section of the Department, 16,140 
new cases were handled, an increase of 12,360 over the previous fiscal 
year. A large part of this increase was attributable to newly acquired 
properties. The Foreclosure Section handled 75,784 new cases, 
including about 4,500 in which foreclosure was later suspended or 
withdrawn upon payment of arrears or the granting of an extension.  
Considerable success has been achieved both in reducing time and 
expense of foreclosure substantially below the experience of private 
lending agencies.  

Under the Corporation's policy of self-insurance as to its fidelity, 
casualty, and public-liability risks, premiums for which would approxi
mate $250,000 a year, the Claims Section handled 308 new claims 
during the fiscal year. Loss payments totaled only $8,439. This 
Section also handled all compensation claims filed with the United 
States Employees' Compensation Commission on behalf of Corpora
tion employees.  

During the past fiscal year approximately 2,700 cases were referred 
to the Investigation Section; approximately 1,400 cases were pending 
June 30. The work of this Section has proved valuable in protecting 
the Corporation's properties from depredation and vandalism, as well 
as in the protection of its borrowers from illegal demands by mort
gagees who agreed to accept bonds of the Corporation in full settlement 
of their claims. Cancelations of obligations for such demands and 
recoveries for the Corporation and its borrowers amounted to $640,000 
during the fiscal year.  

The Servicing Section of the Legal Department handled legal matters 
in connection with the awarding of contracts and the clearance of liens 
for labor and material, and rendered necessary legal advice in connec-
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tion with more than 66,000 reconditioning cases, aggregating approxi
mately $16,000,000 on properties mortgaged to or owned by the 
Corporation.  

In addition to maintaining records of the tax status of properties 
which the Corporation owned or on which it had a lien, the Tax Section 
certified for payment by the Corporation almost $16,000,000 in taxes 
on mortgaged properties and approximately $9,000,000 on Corporation
owned properties. These figures represent sharp increases over those 
for the fiscal year 1936, due largely to the fact that previous existing 
delinquencies of taxes and assessments were cleared when the Corpora
tion originally made the loans and to the increase in the number of 
properties acquired by the Corporation.  

COMPTROLLER'S DIVISION 

Authenticated entries in the Corporation's accounts comprise records 
of transactions with borrowers, properties in process of acquisition, 
and acquired property management operations. Considerable prog
ress was made during the fiscal year in the preparation of simplified, 
consolidated reports. Standardized accounting practices have accom
plished relative stabilization in the recording of transactions with 
borrowers. It has been necessary to amplify accounting procedures 
so as to make adequate provision for transactions during a transition 
period incident to authorization, institution, and consummation of 
foreclosure proceedings and subsequent property management opera
tions. A program has been inaugurated for ultimate standardization 
in relation to extensive utilization of accounting machinery and equip
ment to record a large volume of transactions, with provision for 
byproduct statements and information for the use of other operating 
divisions.  

TREASURER'S DIVISION 

The Treasurer's functions embrace responsibility for all cash re
ceived, for the proper disbursement of funds, and the safekeeping and 
issuance of bonds, together with custody of certificates evidencing the 
Corporation's investment in connection with mortgage loans, all leases 
and telephone contracts, and other valuable papers.  

The Treasurer maintains records and prepares comprehensive reports 
reflecting activities of the Corporation in connection with bonds 
authorized, issued and outstanding, and cooperates with other finan
cial departments. Under the supervision of the central office and 11 
regional treasurers, 164 collection offices were maintained throughout 
the country as of June 30, to facilitate collections and for the con
venience of borrowers. (See exhibit 13.) 

AUDITING DEPARTMENT 

Auditing procedures -and functions fall into two broad categories; 
namely, preaudit and certification of vouchers prior to disbursement, 
and post-audit of the books of accounts, records, subsidiary ledgers, 
authenticated transaction sources of original entry, and certification 
as to the correctness of the balance sheet of the Corporation.  

In 1934 the Board directed that, compatible with standard Govern
ment disbursing practice, all vouchers disbursed from Washington be 
preaudited and certified for disbursement. During the fiscal year,
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such disbursements aggregated $388,220,001.78, involving 136,614 
vouchers; these included all types of expense such as pay roll, travel, 
per diem, transportation, supplies and equipment, rentals, telephone 
and telegraph, and other operating and capital expenditures.  

In 1936 the Board directed decentralization of disbursing authority 
for certain expenses from regional working funds and directed field 
preaudit and certification of vouchers prior to disbursements. Such 
disbursements aggregated $44,948,021.80 for the fiscal year, involving 
668,208 vouchers; these included advances on account of borrowers 
and expenditures incident to the acquisition and maintenance of prop
erties. The procedure provides maximum safeguard of disbursements 
at the most effective point, before checks are drawn; the most expedi
tious payment without loss of control, and the minimum cost of audit 
per voucher.  

Continuous, periodic, intermittent, and "spot check" audits have 
been conducted by auditors stationed in each of the 11 regional offices, 
and by traveling field auditors, all of which have been coordinated 
with a staff of auditors at the home office.  

INSURANCE SECTION 

The protection of the Corporation's home-mortgage investment 
against fire, wind, and other hazards is under the supervision of the 
Insurance Section. It is its duty to see that insurance requirements 
of the Corporation are consistent with State laws and conform to 
various types of insurance coverage and contracts required by local 
conditions.  

At the time its loans were made the Corporation required insurance, 
but permitted the borrower to arrange for the purchase of insurance 
through local agents, and in case he was unable to pay the initial 
premium, it was included in the original loan. In order that the 
Corporation might have complete protection, it'also secured contracts 
protecting it against errors and omissions, but it has participated in 
the adjustment of borrowers' insurance losses only in strictly emergency 
cases.  

As of June 30, 1937, the Insurance Section was servicing approxi
mately 2,000,000 insurance policies. Through a consistent follow-up 
of policies which are about to expire, the number of premiums which 
it has been necessary for the Corporation to advance on behalf of 
borrowers has been reduced from approximately 50 percent in 1934 
to about 10 percent in the past fiscal year. To the end of the fiscal 
year there have been 104,421 losses, totaling more than $11,000,000.  
Except in a few cases, these losses were fully covered by insurance 
and promptly paid.  

PERSONNEL DEPARTMENT 

The Personnel Department formulates personnel policies and pro
cedures, recruits competent personnel, reviews appointments, classifies 
positions, plans and administers an equitable salary policy, and works 
toward the maintenance of working conditions which lead to efficient 
service. It maintains records in accordance with prescribed standards 
and legal requirements, and maintains attendance records for all em
ployees. It plans, coordinates, and supervises all personnel activities 
incidental to maintaining an adequate, satisfactory working force

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1936-37



36 ANNUAL REPORT OF FEDERAL HOME LOAN BANK BOARD 

which on June 30 numbered 14,966 employees located in over 400 
widely distributed offices.  

During the past fiscal year progress has been made along the follow
ing line: Routine for testing clerical applicants has been made 
effective, minimum qualifications have been established as a basis of 
selection for practically all positions, and a periodic employee service
rating plan has been developed. Following a general plan of coordi
nating procedures as closely as possible with those of the Civil Service 
Commission, arrangements were made for the selection of employees 
from civil-service registers for filling those positions in the home office 
for which appropriate registers existed, and a plan was worked out 
which would make possible the early extension of this procedure to 
field offices. During the year personnel requirements resulting from 
the changed nature of operations have been met, procedures have been 
improved looking toward the retention of those best qualified em
ployees during reductions of personnel, and closer contact has been 
established with all problems and activities in the field. (See exhibits 
17 and 18.) 

PURCHASE AND SUPPLY SECTION 

Purchase and supply activities of the Corporation are centralized 
in this section. It also maintains warehouse stocks of common office 
supplies and approved Corporation forms for shipment to field offices 
upon requisition. This arrangement makes it possible to achieve 
economies by purchasing supplies and forms in large quantities. Field 
offices make local purchases only in emergencies, and in amounts not 
exceeding $25.  

The Purchase and Supply Section maintains an inventory of non
expendable property owned by the Corporation and supervises the 
reallocation and liquidation of such property. Due to diminution of 
activities during the fiscal year 1937, a large amount of property was 
transferred and a considerable amount of surplus and obsolete equip
ment was disposed of. All rented and borrowed property has been 
replaced with Corporation-owned equipment.  

DIVISION OF RESEARCH AND STATISTICS 

The Division of Research and Statistics prepares and analyzes 
operating reports pertaining to appraisal and reconditioning activities, 
delinquency status of mortgage-loan accounts, foreclosures, property 
acquisitions, property sales, paid-in-full loans, and personnel.  

Studies have been prepared and now are in process in relation to 
the status of loans in various areas; the projection of operating ex
penses; the relation of expense and income at the final liquidation of 
the Corporation; the probable effects of a reduction of the mortgagors' 
interest rate, and the relation of mortgage loans to economic conditions 
in local markets.  

Because of the necessity of the Corporation possessing an intimate 
knowledge of all factors and trends which affect real estate in the 
communities where it has holdings, a survey is under way for all cities 
of 40,000 population or more. Since the Corporation's holdings in 
many communities are of sufficient size to vitally affect real-estate 
conditions, it is felt that such a survey not only safeguards the Cor
poration but will enable it to pursue policies which protect the 
communities.
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FEDERAL HOME LOAN BANK BOARD BUILDING 

During the year the Board completed the addition to the Federal 
Home Loan Bank Board Building at First Street and Indiana Avenue, 
thus permitting all offices of the Board and its agencies to be housed 
in one building instead of three separate structures. The original 
structure was remodeled to harmonize in equipment and appointments 
with the addition.  

SUMMARY OF FISCAL OPERATIONS 

During the fiscal year 1937, the Corporation completed the following 
operations: 

Bonds.-Bonds issued through June 30, 1937, totaled $4,052,742,275.  
Of this amount $831,288,725 represents those refunded and converted 
and $208,303,900 those retired, leaving a net outstanding bond lia
bility of $3,013,149,650.  

Principal applications to mortgage loans, purchase-money mort
gages, and sales contracts have amounted to $270,344,088.21. This 
sum together with $736,932.11 representing the liquidation of other 
assets and making a total of $271,081,020.32 has been made available 
for the retirement of bonds. Of this sum $208,303,586.26 has been 
employed for the retirement of bonds of a face value of $208,303,900.  
The balance of $62,777,434.06 is available for further retirements.  

Disposition of bonds issued, capital stock, and realized income.-The 
disposition of proceeds of bonds issued, capital stock subscribed by 
the United States Treasury, and realized corporate income from the 
beginning of operations to June 30, 1937, and for the fiscal year ended 
June 30, 1937, is set forth in exhibits 20 to 23.  

Liquidation.-Through June 30, 1937, maturities on accounts of 
borrowers and vendees in connection with mortgage loans and ad
vances, purchase-money mortgages, and sales contracts amounted to 
$741,787,897.67, representing $368,107,578.43 of matured principal 
installments, and $373,680,319.24 of matured interest.  

Total payments applied to accounts of borrowers and vendees on 
mortgage loans and advances, purchase-money mortgages, and sales 
contracts amounted to $620,658,890.03. This represents 83.7 percent 
of the total principal and interest due and payable. This amount 
consists of principal repayments of $270,344,088.21 and interest pay
ments of $350,314,801.82.  

A total of 19,489 loans had been paid in full June 30, 1937, and, 
consequently, these mortgages have been canceled.  

Since the inception of the Corporation, and after the payment of 
all expenses, including payment of interest on obligations of the Cor
poration, and accumulating reserves of $89,210,171.18, the books as 
of June 30, 1937, reflected a deficit of $31,740,150.62.  

Properties.-As of June 30, 1937, 42,486 properties were owned by 
the Corporation; 27,610 were in the process of acquisition, and fore
closure authorizations or deed acceptances were pending on 25,064.  
There had been 2,373 properties sold.
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Home Owners' Loan Corporation 

THE EMERGENCY TASK 

T HE Home Owners' Loan Corporation (HOLC) was created June 
13, 1933, as an emergency instrumentality of the Federal Govern

ment. Its refinancing operations ceased June 12, 1936. Its principal 
activities at present are the collection and servicing of its loans, and 
the management and sale of the properties acquired. Its objective is 
to conclude its operations, if possible, without loss to the Federal 
Government and the taxpayer, and. to assist as many borrowers as 
possible to preserve and ultimately own their homes free and clear 
of debt.  

The Corporation was called into existence to refinance the mort
gages of distressed urban home owners and to stem the flood of fore
closures resulting from the unprecedented economic collapse of the 
early Thirties. In 1933, hundreds of thousands of home mortgages 
were in default. Home owners throughout the country already had 
lost their properties through foreclosure or were in imminent danger 
of doing so. Financial institutions were threatened with irreparable 
losses. Deflation was rapidly destroying all property values.  

The emergency was one with which private enterprise was hope
lessly unable to cope. To meet the situation, Congress created the 
Home Owners' Loan Corporation and charged it with the duty of 
taking over the mortgages on small nonfarm homes, the owners of 
which were in actual default and could not otherwise escape fore
closure. The Corporation was provided with a capital of $200 mil
lion, subscribed by the United States Treasury, and with the authority 
to issue bonds in exchange for defaulted mortgages 

VOLUME OF REFINANCING 

The total number of applications filed for refinancing of home mort
gages was 1,886,491, aggregating $6,173,355,652. Of this number, the 
Corporation closed 1,017,948 loans for an amount of $3,093,450,641.  
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70 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1938 

In addition, 8,002 supplemental loans for reconditioning were made to 
borrowers who had previously received refinancing loans 

Of the nearly $3.1 billion loaned by the Corporation, some $2.7 
billion, or just under 90 percent of the total, went to former mortgagees 
in payment of the indebtedness due them. Approximately $230 
million, or over 7 percent, was applied to the payment of taxes, assess
ments, etc.; nearly $70 million, or over 2 percent, to the repair and 
reconditioning of the properties mortgaged; and the balance of $50 
million, or about 1 percent, to insurance, appraisal, and legal fees and 
other costs incidental to the processing of the application and the 
granting of the loan.  

Of the total of $2.75 billion used to pay off the original lenders, 
approximately 79 percent was disbursed to financial institutions, and 
about 21 percent to individuals and other noninstitutional mortgage 
creditors.  

Through exchange of its readily marketable, interest-bearing bonds 
for the frozen mortgages held by financial institutions, the Home 
Owners' Loan Corporation helped materially to combat the financial 
crisis in 1933. Nearly $400 million of its bonds went to closed financial 
institutions, permitting the release of funds to depositors and relieving 
the pressure for payment upon debtors of such institutions.  

In many instances, the mortgage debts originally owed by HOLC 
borrowers were scaled down in the process of refinancing. In all, it is 
estimated that this reduction was in the neighborhood of $200 million 
or about 7 percent of the original debt.  

Those borrowers whose loans were refinanced prior to April 1934 
were given the option of a temporary moratorium on principal repay
ments, but under the amended Act of April 27, 1934, this optional 
moratorium was withdrawn.  

CONTINUING EFFECTS 

The direct achievements of the HOLC were the relief given to over one 
million home owners, the placing of thousands of financial institutions 
on a more liquid basis, and a marked contribution to the stabilization 
of real-estate values. Its operations were thus an important factor in 
the general economic recovery of 1933 to 1937.  

However, the lasting effects of the HOLC will long outlive its 
immediate accomplishments. Through the acquisition of the bulk of 
dubious mortgages, the HOLC has to a considerable extent cleared the
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field of home mortgage credit. In connection with its refinancing op
erations, interest rates were reduced and loan terms improved to the 
borrowers' advantage. Practically all of the Corporation's loans, 
even though below the average as risks, now bear 5 percent interest 
per year as against 6, 7, or 8 percent which many borrowers were pay
ing before their loans were refinanced by the HOLC. Many of the 
original mortgages taken over by the Corporation were of the short
term variety, repayable in one lump sum at maturity. The disadvan
tages of this type of mortgage from the borrower's standpoint are 
obvious. The HOLC loans, on the other hand, were based on the 
"direct-reduction" plan providing for the gradual and orderly retire
ment of the principal indebtedness through regular monthly payments 
over a long-term, 15-year period. The Federal Government, by 
underwriting more than $3 billion of these loans in one enormous 
operation, thus made available to one million distressed home owners 
the most advantageous low-cost loan amortization plan in the history 
of the United States.  

The Corporation's standard use of the "direct-reduction" plan has 
stimulated a general acceptance of long-term amortized mortgage loans 
by private financial institutions throughout the country. In addition, 
by extending the first mortgage loan to as much as 80 percent of the 
appraised value of the property, the Corporation has encouraged a 
similar liberality for amortized loans on the part of private lenders.  

With its large reconditioning program on which more than $112 
million has been expended, the HOLC has assisted in the recovery 
of the building industry and the reemployment of workers in the build
ing trades. At the same time, it has demonstrated to private home
financing institutions the advantages that a well-directed recondition
ing program can yield both in protecting an institution's active loans 
and stimulating the rental and sale of acquired properties.  

Finally, another highly important achievement has been the 
improvement of appraisal technique. The importance of reliable 
appraisals to the real estate market and to a sound mortgage credit 
structure can hardly be overestimated. Reliable appraisals form the 
basis for secure investment, and the collapse of mortgage finance 
during the depression might well be attributed in part to the previous 
lack of uniform and scientific appraisals. The HOLC played an im
portant part in making the country "appraisal conscious". In the 
course of its operations, the HOLC contributed largely to the develop
ment of a scientific appraisal technique and the training of a skilled 
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appraisal personnel. For the first time in the history of American real 
estate, a nation-wide scientific appraisal procedure and a standardized 
appraisal formula were developed which could be applied to all types 
of residential property throughout the country.  

PROGRESS IN LIQUIDATION 

During the fiscal year ended June 30, 1938, the Home Owners' Loan 
Corporation has made further progress in liquidation. The following 
table reflects the trend of liquidation from the beginning of operations 
to June 30, 1938, together with comparable figures as of June 30, 1937.  
The table shows that at the end of the fiscal year 1938, $432.5 million 
of the total borrowers' indebtedness of $3,133.8 million (including 
original loans and advances) had been repaid. An amount of $487.2 
million was transferred to property and other accounts, including 
sales on extended terms to third parties at foreclosure, etc. The 
balance of original loans and advances outstanding on June 30, 1938, 
was $2,214.1 million as compared with $2,549.5 million at the end of 
the preceding fiscal year.  

Realization upon HOLC loans 

Up to June Up to June 
30, 1937 30, 1938 

Original amount of loans closed---------------------- - $3, 093, 459, 363 $3, 093, 450, 642 
Advainces to borrowers, and interest merged with principal in extension 

agreements---....-------------------------------------------- 18,863, 605 40,325,427 

Cumulative gross indebtedness of borrowers-------- ----------- 3, 112,322,968 3,133, 776,069 
Less principal repaymerits 1---------------- --- 270,068,891 432, 520, 240 

Unpaid balance..------- --- -- ------------- 2, 842, 254, 077 2,701,255,829 
Less balances transferred to property 2 and to other accounts --------.... 292, 730,356 487,191, 512 

Balance of original loans and advances outstanding- ------------ 2, 549, 523, 721 2, 214,064, 317 

1 In addition to the principal repayments to June 30, 1938, approximately $15,000,000 has been received 
from property sales, vended payments, and other items applicable to the capital value of property.  

2 Includes both property owned and property in foreclosure on which a foreclosure judgment has been 
obtained or foreclosure sale has been held subject to a redemption period. Subsequent to the transfer of 
defaulted loans to property, the unpaid principal balance of the loans so transferred has been increased by 
approximately $105,000,000 to June 30, 1938. This increase is comprised of (1) the unpaid interest on the 
loan account at time of transfer, (2) initial repairs and improvements, and (3) acquisition costs, taxes, and 
other items applicable to the period prior to the acquisition of absolute title.  

On June 30, 1938, 34,907 loans totalling $79,159,173 had been volun
tarily paid in full by original borrowers. This compares with 19,325 
paid-in-full loans totalling $42,885,406 as of June 30, 1937.  

In addition to the above cited terminations of original loans by 
voluntary payment in full, a number of accounts have been terminated 
by cash sales to third parties at time of foreclosure, paid-in-full vendee
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instruments, and cash sale of acquired properties. The following 
table gives a summary of terminated accounts: 

Comparison of cumulative total of HOLC accounts terminated for June 30, 1937, and 
June 30, 1938 1 

June 30, June 30, 
1937 1938 

Mortgage loans paid in full.--.-.-------. ..--------------------------- 19,325 34,907 
Cash sales at foreclosure... .------------------------------------------------- 164 458 
Vendee instruments paid in full-------------------------------------------- 13 71 
Cash sales of acquired properties----.- ----------------------------------. 181 1,025 

Total accounts terminated.--...-------------------------------- 19, 683 36,461 

1 An account is terminated when it is fully collected either through payment of the loan or cash sale of the 
acquired property.  

THE TREND OF COLLECTIONS 

During the fiscal year 1938, payments applied to original loan accounts 
aggregated $278,984,255, of which $162,451,349 represented repay
ments of principal, and $116,532,906 payments of interest. This 
compares with aggregate payments of $291,065,215, during the fiscal 
year 1937, of which $149,028,280 was principal and $142,036,935, 
interest.  

The decrease of interest payments and the increase of principal 
repayments is the natural result of the direct-reduction amortization 
plan on which the HOLC mortgage loans are based. Interest on these 
loans is calculated monthly on the constantly reducing principal of the 
loan. Interest payments, therefore, decrease continuously in the 
course of operations. The amount of principal repayments, on the 
other hand, necessarily increases because a growing percentage of the 
borrowers' monthly payments is being applied to the reduction of the 
principal.  

At the end of the fiscal year 1938, there were 270,144 accounts in 
actual default, that is, in arrears for more than 3 months, as against 
331,664 at the end of the preceding fiscal year. This decrease was 
due partly to improved collections as reflected in transfers from de
faulted accounts to current accounts and to payments of defaulted 
loans in full, but also to extension agreements 2 and the elimination 
of accounts through transfer to property account." The decline of 
defaulted accounts as a whole should therefore not be taken to indi
cate an improvement of collections.  

2 See p. 74.  
3 See pp. 81-82.
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The following table gives a summary of debtor accounts which are 
in"arrears from 1 to 3 months and over 3 months: 

Number and amount of accounts in arrears 1 

NUMBER OF ACCOUNTS IN ARREARS 1 TO 3 MONTHS AND AMOUNT OWED 

Percent of Percent of 
Year Number total Amount total ma

accounts turities 

June ---------- _----------------- 1936 232,056 23.1 $7, 755,000 1.7 
December----------- -------- 1936 233,498 24.0 8, 406,000 1.4 
June---------------------- 1937 218,003 23.4 7,869,000 1.1 
December --------------- 1937 233,598 25.9 8,050,000 0. 9 
June ----------------- 1938 247, 522 28.2 8,027,000 0.8 

NUMBER OF ACCOUNTS IN ARREARS OVER 3 MONTHS AND AMOUNT OWED 

June-------------- ----------- 1936 397,533 39.5 $108, 844,000 24. 4 
December .------------------------ 1936 371, 236 38.1 120, 293,000 20.0 
June...----------------------------- -- 1937 331, 664 35.7 113,260,000 15. 3 
December ---------------- 1937 290,464 32. 2 105,972, 000 12. 0 
June--------------------------- 1938 270,144 30 8 98,761,000 9.8 

1 The table covers all accounts in arrears prior to the transfer of defaulted loans to property account.  

The above figures should be interpreted in the light of the fact that 
nearly 50 percent of all borrowers in default are liquidating their 
arrearages by systematic payments. This means that one-half of 
the defaulted borrowers make regular payments for the liquidation 
of their arrearages in addition to their current monthly remittances.  

METHODS OF DEALING WITH DEFAULTS 

It is the policy of the HOLC to exhaust every means of avoiding fore
closure. Individual attention is given to each defaulted borrower.  
Each case is handled on its own merits with a view to enabling the 
borrower to retain his home. Efforts are made to find jobs for those 
borrowers who, because of unemployment, have become seriously in 
arrears. Attempts are made to obtain public assistance for the most 
needy cases. Those borrowers who are found to be burdened with 
obligations beyond their income have frequently been assisted in 
renting or selling their properties.  

In February 1937, moreover, the HOLC established a new policy 
providing for loan extensions as a means of assistance to those bor
rowers who are not able to meet their obligations in full. Under this 
procedure defaulted loans can be recast, in certain types of cases, to 
arrange for the liquidation of arrearages over a period within the 
borrower's ability to pay, but not to exceed the present term of the 
loan. In August 1937 the plan was extended to include any bor
rower in arrears who has demonstrated, over a substantial period,
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his ability to pay a sum in addition to the monthly installment called 
for in the loan contract, provided that the condition of the security 
justifies an extension.  

In the fiscal year 1938 a great deal of effort was devoted to the 
handling of such loan extensions. Nearly 39,000 extensions were 
granted, the majority of which involved borrowers who had demon
strated their ability to make liquidating payments over a substantial 
period, thereby justifying the recasting of the entire present balance 
and defaulted interest. In many of these cases, delinquent taxes 
were advanced by the Corporation and included in the extension 
amount. In about 1,100 cases, accounts of defaulted borrowers were 
extended in order to enable the borrowers to sell their properties.  
A sufficient initial payment by the purchaser to demonstrate good 
faith was a prerequisite to each extension of this latter type.  

TAX DEFAULTS 

One of the most serious problems is the liquidation of the tax arrear
ages of borrowers. Approximately 40 percent of HOLC borrowers 
are delinquent in taxes for one or more of the years 1933 to 1937.  
While this situation has been recognized from the outset, a great deal 
of attention was devoted to the problem during the past fiscal year in 
order to offer the greatest possible assistance to borrowers and at the 
same time assure the greatest measure of protection to the Corpora
tion. Through field representatives, an intensive campaign was con
ducted to urge the prompt payment of tax arrearages by borrowers.  
However, in many cases it is impossible for borrowers to pay the total 
amount of taxes out of their small incomes. Borrowers were, there
fore, permitted to make monthly deposits with the Corporation for 
the purpose of liquidating tax arrearages or paying accruing taxes.  
At the end of June 1938, special deposit agreements of this sort were 
in effect with 34,116 borrowers and the balance of deposits in these 
accounts aggregated $1,437,869.  

COSTS OF LOAN SERVICE 

The costs of loan service are, of course, influenced by the fact that, 
unlike any other home-financing institution, the HOLC has refinanced 
only home owners threatened with the loss of their properties. This 
makes collection costs necessarily high. To conduct its loan service 
effectively, the HOLC cannot merely mail out collection bills each 
month. Continuous and extensive contact, both mail and personal, 
must be maintained with its borrowers regarding arrears in interest
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or principal payments, taxes and assessments, or regarding advances 
made by the Corporation for necessary repairs, taxes, or insurance.  
Furthermore, its loan service extends to all areas of the United States, 
thickly and scantily populated alike. Finally, the HOLC as a public 
agency has to gear its loan service not only to the protection of the 
Government's interests but to the welfare of its borrowers. The pro
cedures maintained for the rehabilitation of borrowers are costly, 
and the HOLC is under considerable expense in the development of 
tax-liquidating arrangements and extension agreements as explained.  

On June 30, 1937, personnel engaged in the servicing of loans 
totaled 3,682 with annual salaries of $6,008,620. On June 30, 1938, 
this had been reduced to 2,693 employees with total annual salaries 
of $4,891,160, a reduction of 27 percent in number of employees and 
19 percent in annual salary cost. At the end of the fiscal year there 
were 405 accounts in arrears for every employee in the eleven Regional 
Loan Service Divisions. In State and district offices and loan service 
stations, there were 172 borrowers being contacted personally for 
every loan service employee, including service representatives and 
supervisory and clerical personnel.  

During the fiscal year 1938 the average annual servicing cost, in
cluding pay roll, mileage, and subsistence per account in arrears, was 
$14.50. Regional office expense accounted for $4.25 of this amount 
while the salaries and travel expense in State and district offices and 
loan service stations amounted to $10.25 per account in arrears. The 
entire salary and travel cost of loan servicing during the fiscal year was 
equivalent to 2.3 percent of the total amount collected from borrowers.  

DECREASE OF FORECLOSURES 

Despite the business recession, which developed in the latter part of 
1937, the trend of foreclosures authorized by the HOLC was down
ward. In the fiscal year ended June 30, 1938, there were 47,745 fore
closures authorized as compared with 76,896 in the. preceding fiscal 
year; in the second half of the fiscal year, 22,763 foreclosures were 
authorized as against 24,982 in the first half. Withdrawals of fore
closure actions during the fiscal year 1938 totalled 7,143 as against 
6,032 in the preceding fiscal year.  

These figures reflect the policy of the HOLC to extend every rea
sonable consideration to the borrower before proceeding to foreclosure 
as the last resort. This course is pursued even though the borrower 
may'be'many months in arrears, beyond the required minimum of 
90 days as provided in the Corporation's mortgages and trust deeds.
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Thefollowing graph presents the trend of foreclosures authorized 
and properties acquired, by months, from January 1936, through 

CHART XIV 

FORECLOSURES AUTHORIZED 8 PROPERTY ACQUIRED 
(BY MONTHS)
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June 1938. It shows that the peak of foreclosure authorizations was 
reached in the summer of 1936, and that, except for an increase in
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the spring of 1937 and minor variations, the trend has been downward 
ever since.  

In Exhibit 34, a summary of foreclosure operations of the HOLC is 
set forth. It shows that from 1934 to June 30, 1938, 152,292 fore
closures were authorized, of which 13,855 cases have been withdrawn
100,022 properties were acquired. The remainder comprised cases in 
which properties have been redeemed or sold to third parties, and 
cases in which final disposition of the title was awaiting expiration of 
redemption periods or the completion of other steps in foreclosure 
proceedings.  

COST AND TIME OF FORECLOSURE 

Owing to the extent of its operations, the Corporation has accumu
lated what is perhaps the widest experience in foreclosure procedure 
and cost in this country. The two foreclosure maps on pages 79 
and 80 show the unreasonably large diversity of foreclosure costs 
and periods of time required to complete foreclosure in the various 
States. They demonstrate convincingly the need for greater uni
formity in State mortgage and foreclosure laws.  

The two common methods of foreclosure are: (1) Foreclosure by 
court action, under the mortgage; and (2) foreclosure under power of 
sale contained in the deed of trust or mortgage, involving the simple' 
procedure of advertisement. Under court action, both the foreclosure 
costs and the time required to foreclose are greater than under the 
power of sale method.  

In about 30 States in which the HOLC has foreclosed by court 
action, the cost has averaged about $175 and, in the remaining 19 
States, including the District of Columbia where the power of sale 
method is used, the cost has averaged about $70 a case. Most of the 
latter States are located in the southeastern part of the United States, 
with a few in the East, Mid-West, and South. In five of the States 
in which court action has been used-New York, New Jersey, Illinois, 
Nevada, and Arizona-the cost has ranged from $200 to $350.  

However, the HOLC foreclosure costs have been far less than those 
of private lending agencies. Great care has been taken to keep these 
costs as low as feasible. Under the direction of the Washington Office, 
fee schedules have been se) up in each State upon a fair and reason
able basis. As a result, the HOLC has saved approximately $1,500,000 
in fees in one State alone.
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HOME OWNERS' LOAN CORPORATION

In the States which use the power of sale procedure, only about 
1 to 2 months is required to complete the foreclosure; in States which 
use court action and in which there is no redemption period, about 
3 to 4 months is required to foreclose; whereas in most of the Western 
States in which the law allows a redemption period, the average time 
to complete foreclosure is about 14 months. Twenty-five States 
(mostly in the West) have redemption periods ranging from 6 to 
24 months. In five of these States, the redemption period is 6 months; 
in another, 9 months; in six States, the period is 12 months; and in 
another, 18 months; and one State has a 24 months' redemption 
period.  

Six of the States have moratoria laws applicable to HOLC loans.  
Steps are being taken to test their constitutionality in Wisconsin and 
Iowa, where such laws most affect the HOLC operations by reason 
of the extra cost and additional time required to complete foreclosure.  

ACQUISITION AND SALES OF PROPERTIES 

With the increase in the number of properties acquired and in process 
of acquisition, property management has become a progressively more 
important factor in the program of liquidation in which the HOLC 
is engaged. It is a highly specialized task involving not only the 
reconditioning, rental, and eventual sale of properties in such a way 
as to produce a maximum return and recovery on the Corporation's 
investment, but likewise a thorough consideration for real estate and 
economic conditions both locally and generally.  

In the following table a survey is given of properties under juris
diction of the Property Management Division of the HOLC: 

Properties 
Properties on which 

Properties in process of foreclosure Total prop
owned acquiring or deed ac- erties 

title ceptance 
pending 

June 30, 1936 -------------------------- - 5,133 2, 391 21,151 28, 675 
December 31, 1936 --- ---------- -------- 20, 856 15, 416 29,359 65,631 
June 30, 1937. --------------------------- - 42,486 27,610 25,064 95,160 
December 31, 1937------------------.------ - 65, 950 25,410 21, 460 112,820 
June 30, 1938..-.---------------- ----- 82,987 20,145 17,*043 120,175
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82 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1938 

Exhibit 35 shows properties under jurisdiction of the Property 
Management Division on June 30, 1938, by regions.  

During the fiscal year 1938, 55,453 properties were acquired as 
against 39,534 in the preceding fiscal year. In the same period there 
was a total sale of 15,350 properties as against 2,231 properties in the 
preceding year. On June 30, 1938, properties owned totalled 82,987, 
while those in process of acquiring title numbered 20,145. This com
pares with 42,486 and 27,610 properties, respectively, on June 30, 
1937. The capital value 4 of owned properties on hand as of June 30, 
1938, was $437,605,041 as against $211,484,565 as of June 30, 1937.  

Cumulative sales of the Corporation as of June 30, 1938, amounted 
to 17,532 properties sold at a total price of $62,998,733. This com
pares with a capital value of these properties as on the books amount
ing to $70,747,947.  

Chart XV on the opposite page shows the number of properties 
sold by months and cumulative.  

It is the policy of the Corporation to liquidate through sale, and if 
possible, without loss all acquired properties as rapidly as is consistent 
with the best interests of the Government. However, at all times the 
need for continued stabilization of the real-estate market is taken into 
consideration. Properties which the HOLC is obliged to take over 
are priced in line with their current market value and potentialities 
for sale. It is not the policy of the Corporation to dump them on the 
market at sacrifice prices.  

It is the practice of the Corporation to sell, rent, and manage its 
properties through real-estate brokers where satisfactory arrange
ments can be made for such purposes. The Corporation has appointed 
more than 2,800 contract sales and management brokers .and more 
than 15,000 other approved brokers.  

Average monthly receipts of the Property Management Division, 
including rents collected and miscellaneous receipts, increased from 
$488,563 in the fiscal year 1937 to $1,573,495 in the fiscal year 1938.  
The cumulative total of collections since the beginning of operations 

4 The capital value of property is comprised of the following elements. (a) Unpaid principal balance of 
loans, advances, and interest merged with principal in extension agreements, at the time of foreclosure judg
ment or foreclosure sale where such sale is not preceded by a judgment; (b) unpaid accrued interest to date 
of foreclosure judgment or foreclosure sale where such sale is not preceded by a judgment; (c) all foreclosure 
and acquisition costs; (d) all expenditures, less all receipts, regardless of nature, applicable to the period 
between foreclosure as described in (a) and the acquisition of absolute title; (e) initial repairs or recondition
ing regardless of nature; (f) assessments with benefits of more than 1 year; and (g) improvement or other 
expenditures which enhance physical value.
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increased from $7,595,617 as of June 30, 1937, to $26,477,551 as of 
June 30, 1938. The net operating income of the Property Manage
ment Division cumulative to June 30, 1938, amounted to $2,766,497.  
This net operating income is derived from the management of owned 
properties under the jurisdiction of the Division after deduction of 
property expense for taxes, insurance, maintenance, miscellaneous, 
and management commissions, from the total rental property income 
received.  

CHART XV 

PROPERTY SALES 
BY MONTHS AND CUMULATIVE 
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For the fiscal year 1938, personnel expense of the Property Manage
ment Division amounted to $4,418,466. On the basis of June 1938 
figures, the pay roll of the Division was $3.41 per month per property 
under the jurisdiction of the Division. As of July 1, 1938, the number 
of Property Management employees was divided as follows: Home 
Office, 102; Regional Offices, 863; and State and District Offices, 1,922.
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84 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1938 

RENTING OF PROPERTIES 

Of the dwelling units under the jurisdiction of the Property Manage
ment Division available for rental,5 65,805 units were rented, and 
9,323 6 were vacant at the end of the fiscal year 1938.  

The following Chart presents the trend of vacancies and rental de
linquencies from July 1936 through June 1938 (for actual figures see 
Exhibit 36): 

CHART XVI

VACANCIES AND DELINQUENCIES
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The Chart shows that vacancies as well as rental delinquencies were 
almost continuously decreasing during the period under consideration.  
At the end of 1937 and in the first few months of 1938, vacancies and 

a Units not available for rental comprise those upon which authorized foreclosure or voluntary deed ac
ceptances are pending, where the Corporation does not have possessory rights or income; those vacant 
subject to expiration of redemption period; those in charge of receiver, held vacant for repairs, held vacant 
for immediate sale, adversely occupied, and those awaiting report.  

6 Including 661 units in which tenants were in process of eviction.
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HOME OWNERS' LOAN CORPORATION 85 

rental delinquencies slightly increased as a result of adverse business 
conditions, but toward the end of the fiscal year a more normal situa
tion was restored.  

In the last two fiscal years, the average monthly rental per unit rented 
showed a steady increase which was almost unaffected by the recession 
in 1937. This average rose from $20.59 in July 1936 to $26.90 in 
November 1937 and reached $27.66 in June 1938 (for complete figures 
see Exhibit 36).  

CHART XVII 

AVERAGE PRICE PER UNIT RENTED 
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While the above Chart reflects the continuous efforts on the part of 
the HOLC to improve its rental operations, it confirms, at the same 
time, the general picture of a stable rental market given in Section II of 
the present report.7 Because of the large extent of its rental opera
tions, the experience of the HOLC in this field may safely be taken as 
indicative of the general trend throughout the country.  

VOLUME OF RECONDITIONING < 

In view of the dire need for wholesale reconditioning in this country, 
particular attention may be drawn to the reconditioning experience of 
the Corporation. It is the policy of the HOLC that every home on 
which it holds a mortgage be in such condition of repair that the 
property will be protected against serious deterioration and will con
stitute adequate security for the Corporation's long-term loan. In 

Pp. 12-14.
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86 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1938 

cases where title has been acquired, the reconditioning operations place 
the property in a condition to invite sale or rental and to compete 
favorably with typical properties in the immediate neighborhood.  

Since the beginning of reconditioning operations up to the end of 
the fiscal year 1938, the Corporation has completed 615,034 cases of 
reconditioning with a total expenditure of $112,883,184.8 Approxi
mately 500,000 small homes thus were protected against undue 
deterioration.  

It is estimated that each 1,000 dollars of repair expenditure repre
sents in excess of 100 days of labor. On this basis, the reconditioning 
operations of the HOLC have created between 11 and 12 million 
working days for masons, carpenters, plumbers, "painters, and others 
in the building trades. Thousands of contractors throughout the 
Nation have benefited. The manufacturing of building materials 
has been stimulated and the sale of such materials in local communities 
greatly increased.  

The following table presents detailed information on the various 
types of reconditioning cases completed during the fiscal year and 
since the beginning of operations: 

Reconditioning operations (contracts completed) 

July 1, 1937 Cumulative 
Type of case through June through June 

30, 1938 30, 1938 

Property Management ----.------------------------------- 109,934 159,161 
Advances.--------.------------------- --- ---------- 2,104 8, 566 
Insurance---.------------- --------------------------------- 5, 781 29, 967 
Refinancing--..- ..--- _..-------- .------------------------------------ 721 1417,340 

Total --------- --------------------------------- 118,540 1615,034 

1 Includes 52,269 reconditioning jobs estimated by the Reconditioning Division as having been completed 
by the Corporation before the organization of the Reconditioning Division on June 1, 1934.  

"Property Management" indicates reconditioning completed on properties under the jurisdiction of the 
Property Management Division.  

"Advances" cover cases in which reconditioning advances have been granted to borrowers since closing 
loans.  

"Insurance" refers to reconditioning covered by insurance proceeds and performed under the supervision 
of the Reconditioning Division.  

"Refinancing" refers to reconditioning loans given in connection with the original refinancing of mortgage 
loans by the. Corporation.  

8 These figures include 52,269 reconditioning jobs amounting to approximately $6,800,000, which had 
been completed by the Corporation before the organization of the Reconditioning Division on June 1, 
1934. They include also 29,967 insurance loss cases amounting to $4,779,802, completed under the super
vision of the Reconditioning Division in which the reconditioning was covered by insurance proceeds 
instead of by advances by the Corporation. They do not include maintenance by contract management 
brokers in behalf of the HOLC or reconditioning in insurance loss cases in which the work was not super
vised by the Reconditioning Division.
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In the fiscal year 1938, the trend of reconditioning operations was 
upward, due primarily to the increase in "Property Management" 
cases; that is, in cases where, by reconditioning, acquired properties 
have been prepared for sale. During the fiscal year, the total number 
of reconditioning contracts completed was 118,540, amounting to 
$23,146,876. This compares favorably with the 84,395 cases aggre
gating $16,015,838 in the preceding fiscal year.  

COST AND EFFECT OF RECONDITIONING 

HOLC experience indicates that, on the average, rehabilitation of 
typical home properties can be undertaken with comparatively little 
expenditure per property. Average expenditure for reconditioning on 
a cumulative basis from the beginning of operations was $184 for all 
types of reconditioning cases. Average reconditioning expenditure 
for the preparation of acquired properties for the rental or sales market 
was $310 on initial type of cases.  

The overhead costs to be attributed to reconditioning operations 
are not included in these figures. The average salaried personnel 
cost per case disposed of has decreased steadily, as is indicated by the 
following figures: 

December 1936-------------------------------------$27. 60 
June 1937---------------------------------------17. 47 
December 1937 ---------------_ -- ---- --_-12. 85 
June 1938 ---------------------------------------- 8. 15 

Chart XVIII on the following page shows the purposes for which 
the average reconditioning dollar was spent. The diagram is based 
upon a sample analysis of representative initial reconditioning cases 
on acquired properties in process during March 1938.  

The experience of the Corporation has demonstrated that the 
expenditure of reasonable amounts for putting properties into good 
shape has a favorable influence on sales. Reconditioned properties 
are commanding rentals substantially higher than before recondi
tioning, and there is a ready market for them irrespective of season, 
as promptly as they can be put into shape. In many sections of the 
country where, in the past, properties could be rented or sold only for 
May and September or October occupancy, there is no difficulty in 
overcoming this barrier after reconditioning.  

The success of the Corporation's reconditioning policy has done 
much to stimulate private owners and lending institutions in adopting 
a similar practice. Operators in the real-estate field are becoming 

98591-38-7
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88 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1938 

more and more convinced of the importance of reconditioning and its 
appeal to the prospective renter or purchaser.  

It is of particular significance that through the reconditioning oper
ations of the HOLC, technical direction and supervision of recondi

CHART XVIII 

WHERE THE RECONDITIONING DOLLAR GOES 
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tioning have been injected into the making of mortgage loans on 
existing homes as distinguished from new homes. All of the construc
tion techniques of plans, specifications, contracts, and supervision, have 
been employed in the reconditioning of homes which in ordinary 
practice are not the subject of such professional attention.
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The extension of similar services to the construction of small homes 
through the Federal Home Building Service Plan (see p. 39) is one of 
the most important developments from this experience.  

ORGANIZATION AND PERSONNEL OF THE CORPORATION 

When the HOLC was established in 1933, the Federal Home Loan 
Bank Board was charged with the responsibility of organizing and 
operating the Corporation. Forty-eight State offices were estab
lished and, in addition, offices in the District of Columbia, Hawaii, 
and Puerto Rico.  

In the early part of 1934, it became apparent that it was impractical 
to handle the tremendous volume of administrative work through the 
central office in Washington. Regional offices were therefore estab
lished in the following cities: Boston, New York, Baltimore, Atlanta, 
Memphis, Cincinnati, Chicago, Detroit, Dallas, Omaha, and San 
Francisco.  

Besides these 11 regional offices, there were 53 State, division, and 
Territorial offices, 56 district offices, and 242 loan service stations 
operating at the end of the fiscal year 1938.  

Loan service stations are posts of duty established strategically at 
points of loan concentration permitting contact with the Corporation's 
borrowers at a minimum of inconvenience and expense. Most of these 
small offices are in post-office space or the homes of HOLC represen
tatives and involve no rental cost to the Corporation. A few are in 
rented space and some have collection facilities.  

The personnel of the Corporation as of the end of the fiscal year 
totalled 13,140, including 45 employees on a per diem basis. Of this 
total, 1,549 were in the home office, 5,311 in the regional offices, and 
6,280 in the State, division, and district offices. During the fiscal 
year, July 1, 1937, to July 1, 1938, there was a total reduction of 
1,826 employees.  

Trend of personnel 

ReionSl State and 
Home office eofies district Total 

offices 

December 31, 1935---- ------ ---------- 2,379 5,169 12,436 19,984 
June 30, 1936.-----------------------2,086 5,409 8, 296 15, 791 
December 31, 1936 ----------------------------- 1, 982 6, 015 8,018 16, 015 
June 30, 1937 ------ ---------------- - 1,834 5,950 7,182 14,966 
January 1, 1938-.-- --- --------------- 1,751 5,947 7,205 14,903 
July 1, 1938---------. ------------------------- 1, 549 5,311 6, 280 13,140
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Detailed information on the number of employees by departments, 
divisions, and sections is given in Exhibit 37.  

INVESTMENTS IN SAVINGS AND LOAN ASSOCIATIONS 

By the Home Owners' Loan Act and subsequent amendments, the 
Corporation was authorized to invest $100,000,000 in the capital stock 
of the Federal Savings and Loan Insurance Corporation, and, within 
certain limits, to make investments in Federal and in State-chartered 
insured or uninsured savings and loan associations which are member 
institutions of the Federal Home Loan Bank System.  

Investments in savings and loan associations during the fiscal year 
ending June 30, 1938, totaled $28,964,610 as compared to $119,890,300 
in the preceding fiscal year. These investments were divided as 
follows: 

Federal associations-------------------------- $18, 864, 900 
State-chartered associations ------------------- _ 10, 099, 710 

During the same period, an amount of $259,000 was retired, making 
net investment in savings and loan associations of $28,705,610. This 
brought the net total of investments in savings and loan associations 
on June 30, 1938, to $211,726,610, as compared to $183,021,000 on 
June 30, 1937.  

During the fiscal year, the Corporation received $6,134,331 as divi
dends on its investments in savings and loan associations. This 
compares with $2,345,742 received during the preceding fiscal year.  

Detailed statements of HOLC investments in savings and loan 
associations are attached as Exhibits 38 and 39.  

SUMMARY OF FINANCIAL OPERATIONS 

For the fiscal year 1938 the operating and other income of the HOLC 
was $142,145,615, including $6,134,331 in dividends received from 
investments in savings and loan associations. In the same period, 
operating and other expenses were $123,944,216. Thus, total income 
(before giving effect to losses in liquidation of assets during the fiscal 
year and provisions for losses on mortgage loans, properties, etc.) 
exceeded total expenses by $18,201,399.  

Cumulatively to June 30, 1938, the total expenses of $587,168,834 
(which includes $101,047,066 as provisions for reserves) exceeded the 
total income of $557,527,853 9 by $29,640,981. This amount, to

o This includes dividends of $11,596,187 received from investments in savings and loan associations and in 
the Federal Savings and Loan Insurance Corporation.
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gether with net losses in liquidation of assets totaling $11,252,311, 
represents the deficit as of June 30, 1938 of $40,893,292, as compared 
with a deficit on June 30, 1937 of $31,740,151.  

Detailed statements of income and expenses for the fiscal year ended 
June 30, 1938, and from the beginning of operations to June 30, 1938, 
as well as an analysis of changes in deficit for the fiscal year ended 
June 30, 1938, are attached as Exhibits 40, 41, and 42 respectively.  

The Corporation's condensed balance sheet as of June 30, 1938, 
is presented in the following table: 

Home Owners' Loan Corporation-Financial statement as of June 30, 1938 

ASSETS 

Mortgage loans, advances and sales instruments-At present 
face value -------------------------------------- $2, 265, 153, 189. 38 

Interest receivable ----------------------------- 17, 307, 484. 89 
Property: 

Owned------------------------- $437,605,041.06 
In process of acquiring title----------- 78, 601, 360. 14 

516, 206, 401. 20 
(At amounts represented by the un

paid balances of loans, advances and 
unpaid interest; foreclosure and 
other net costs to dates of acqui
sition; initial repairs and recondi
tioning, permanent additions and 
betterments subsequent to acqui
sition. Unpaid interest to dates of 
acquisition included in these costs 
amounts to $33,863,140.) 

2, 798, 667, 075. 47 
Less-Reserve for losses 1 ----- - -------------- 99, 977, 653. 88 

2, 698, 689, 421. 59 
1 The "Reserve for Losses" represents an accumulation of annual charges, which it is estimated will 

approximate eventually the total losses which may be sustained in the liquidation of mortgage loans, in
terest, and property. The total is the sum of amounts determined as follows: 

(1) One-quarter of 1% of the original face amount of all loans recorded to June 30, 1935. Since that date 
monthly additions have been made to this reserve at the rate of one-quarter of 1% per annum on the 
unpaid balances of these loans and other loans made subsequent to that date.  

(2) Total interest due and unpaid on mortgage loans as at June 30, 1938.  
(3) Total unpaid interest, foreclosure, and other net costs to dates of acquisition of properties.  

Losses amounting to $48,348.54 on mortgage loans have been charged to the Reserve. In addition, losses 
aggregating $7,749,213.71 on the capitalized value of property sold and commission and selling expenses of 
$3,459,202.24 have been charged directly to profit and loss.
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92 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1938 

Home Owners' Loan Corporation-Financial statement as of June 30, 1938-Con.  

ASSETS-Continued 
Investments-At cost: 

Federal Savings and Loan Insurance 
Corporation (entire capital)-------- $100, 000, 000. 00 

Savings and Loan As
sociations: 

Federal-chart
ered----- $170, 764, 300. 00 

State-chartered 40, 962, 310. 00 
211, 726, 610. 00 

$311, 726, 610. 00 
Bond Retirement Fund: 

Cash------------ --------------- 90, 266, 430. 98 
United States Treasury Bonds, at face 

value---------------------------- 1, 100, 000. 00 

Cash: 91, 366, 430. 98 

Operating funds (including $16,028,
526.55 payable in July 1938 to Bond 
Retirement Fund, representing allo
cation for month of June 1938) ------ 26, 575, 819. 03 

Special funds held by United States 
Treasury for payment of interest 
coupons (see Contra)_------------- 10, 657, 333. 34 

Special funds held for borrowers (see 
Contra) ------------------------ 1, 517, 474. 03 

Fixed assets: 38, 750, 626. 40 

Home office land and building, at cost_ 2, 971, 539. 49 
Furniture, fixtures and equipment, at 

cost---------------------------- 3, 051, 561. 26 

6, 023, 100. 75 
Less-Reserves for depreciation ___ 2, 123, 027. 47 

3, 900, 073. 28 
Other assets: 

Accounts receivable------------------ 149, 480. 31 
Treasury bonds accepted as repayments 

(Retired in July 1938) ----- - 150. 00 

Deferred and unapplied charges: 149,630.31 

Unamortized discount on refunded 
bonds--------------------------- 4, 820, 560. 36 

Unapplied property costs and expenses__ 1, 235, 284. 08 
Miscellaneous----------------------- 56, 718. 59 

6, 112, 563. 03 

3, 150, 695, 355. 59
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Home Owners' Loan Corporation-Financial statement as of June 30, 1938-Con.  

LIABILITIES AND CAPITAL 

Bonded indebtedness: 
(Guaranteed as to principal and interest by the United 

States): 
Bonds outstanding, not matured ---------------- $2, 952, 169, 125. 00 
Bonds matured, on which interest has ceased 2------ 824, 725. 00 

Accounts payable: 2, 952, 993, 850. 00 T -- ^44 J.. . . . . . . . . .1 -- 1 l ' O0 .

iinteresi coupons d ue July 1, luoo anu 
prior thereto (see Contra)-- --

Insurance premiums_--- ----
Commission to sales brokers----
Special deposits by borrowers (see 

Contra)-------------
Contracts outstanding for the repair 

and reconditioning of properties ---
Miscellaneous ------------

$10, 657, 333. 34 
1, 056, 320. 98 

689, 356. 23 

1, 517, 474. 03

5, 243, 989. 94 
28, 645. 45

Accrued liabilities: 
Accrued interest on bonded indebted

ness---------------------------- 16, 138, 122. 45 
Other accrued liabilities-------------- 293, 398. 46 

Deferred and unapplied credits ---------------
Reserve for fidelity and casualties --- --- --
Capital stock less deficit: 

Capital stock: 
Authorized, issued, and outstanding_- $200, 000, 000. 00 

Less-Deficit before full provision for 
losses which may be sustained in the 
liquidation of assets ---------- 40, 893, 291. 81

19, 193, 119. 97 

16, 431, 520. 91 
1, 970, 156. 52 
1, 000, 000. 00 

159, 106, 708. 19 

3, 150, 695, 355. 59
1 For footnote see page 91.  
2 This figure includes $592,225. 00 of 4% bonds which are guaranteed as to interest, but not as to 

principal.  

BONDS OUTSTANDING 

In addition to its capital of $200,000,000, the HOLC has been author
ized to issue bonds to a total not exceeding $4,750,000,000. These 
bonds were the primary source of funds for the vast refinancing pro
gram of the Home Owners' Loan Corporation and the above-mentioned 
investments.  

The bond authorization has not been fully used. The gross amount 
of bonds issued through June 30, 1938, was $4,498,305,775. Of this, 
$1,206,852,225 has been refunded and $338,459,700 retired, a total of 
$1,545,311,925, in cancelled obligations. This left a net liability for
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bonds outstanding of $2,952,993,850, as compared to $3,013,149,650 
on June 30, 1937. All bonds outstanding are guaranteed by the 
United States Government as to principal and interest, excepting 
4 percent bonds which were guaranteed as to payment of interest only.  
A statement showing the coupon dates of the bonds, the coupon rate, 
the callable date, maturity date, total amount of each issue, the 
amount refunded and retired, and the balance outstanding is set 
forth in Exhibit 43.  

In accordance with the provisions of the Home Owners' Loan Act, 
all payments made by borrowers on principal of the loans held by the 
Corporation have been applied to the retirement of bonds or are in 
the bond redemption fund for such retirement. By Board resolution.  
certain other receipts must likewise be applied to the retirement of 
bonds. Through June 30, 1938, total payments allocated to the sink
ing fund amounted to $445,854,344.  

The HOLC continued its policy of exchanging 2Y percent bonds 
for those bearing 2% percent and 3 percent rates, when advantageous 
market conditions prevailed. The amount of exchanges to June 30, 
1938, involved approximately $1,200,000,000 of the Corporation's 
securities and will result in a net saving in interest to the HOLC of 
approximately $19,000,000. Of the cumulative total exchanges, 
over $750,000,000 was completed during the fiscal year 1938. Largely 
as a'result of such exchanges, the average interest rate on all bonds 
was reduced from 2.585 percent as of June 30, 1937, to 2.527 percent 
as of June 30, 1938.  

RECENT DEMANDS FOR FURTHER LIBERALIZATION 

OF LOAN TERMS 

During the reporting period, demands for far-reaching changes in the 
Corporation's loan terms have been made, and such demands have 
led to the introduction of various resolutions and legislative proposals 
in Congress. The principal demands are: First, to lower the rate of 
interest; second, to extend the amortization period; and third, to intro
duce a moratorium on principal payments for a number of years.  

A few fundamental considerations may help to clarify the issues 
in question. The refinancing job of the Corporation was accom
plished by using the credit of the Federal Government in place of the 
exhausted credit of home owners. Through the use of Government 
credit, the Corporation's borrowers obtained the benefit of loans 
more liberal than generally ever before available from any source.  
It was not intended, however, to grant the HOLC borrowers outright
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Government subsidies. When the Corporation was put into opera
tion, it was planned by Congress to be self-liquidating; the loans were 
to be repaid with interest sufficient to cover the rate paid by the Cor
poration on its bonds, through which the necessary capital was 
obtained, plus the costs of operation, and the necessary reserves for 
unavoidable losses.  

From the past experience of the HOLC, it can be said with certainty 
that the present interest rate of 5 percent is necessary to pay the 
interest on its bonds, to meet operating expenses, and to cover losses.  
Each year from the beginning of operations, the Corporation has 
shown a deficit even with the present 5 percent rate, despite con
tinuous effort to keep expenses down. This deficit reached $40,693,292 
at the end of the fiscal year 1938. Should the interest rate on its 
loans be reduced, the Corporation would face a much larger deficit.  
The loss of revenue would amount to several hundred million dollars 
over the term of years, depending on the extent of reduction. All 
this would have to be defrayed by the taxpayers in the shape of defi
ciency appropriations direct from the United States Treasury.  

Reduced interest rates or other liberalizations of loan terms, to be 
financed by tax payments of the total population, would grant favors 
to a very small minority of the population. It must be remembered 
that, despite the huge refinancing operations of the Corporation, its 
borrowers and their families represent but 3 percent of the country's 
total population. This minority enjoys already the lowest effective 
interest rate on urban mortgages in the United States. Almost with
out exception, the cost to the home owner under the HOLC amortized 
mortgage is less than rent for a home of corresponding value. In 
addition, it permits the borrower actually to acquire final ownership 
free of debt.  

In all probability, the subsidy involved in the above-mentioned 
demands would be ineffective. The problem of those borrowers who 
are unable to meet their obligations on existing terms would not be 
solved by a reduction of interest and a more liberal plan of principal 
repayment. At the time foreclosures were authorized, these loans 
were delinquent for an average of 21 months, the borrowers had been 
from 2 to 3 years behind in the payment of taxes, and in addition the 
property had generally suffered from want of repairs. The difference 
in the monthly payment of the average HOLC loan of $3,000 between 
a 5 percent and a 3Y percent interest rate on the present 15-year plan 
is only $2.28. A difference of so small an amount would not remove
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96 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1938 

the difficulties of the borrowers whose performance has been so 
unsatisfactory as to necessitate foreclosure.  

The same considerations hold true for an extension of the amortiza
tion period and the proposed moratorium on principal payments.  
Such measures would not begin to relieve those borrowers who have 
fallen down as hopelessly as to be facing foreclosure. For the over
whelming majority of borrowers who are meeting their contractual 
payments in regular stride, an extended period of repayment or a 
moratorium would be needless. In the case of those borrowers who, 
though not seriously enough in arrears to be considered for foreclosure, 
are temporarily unable to meet their payments in full, the proposed 
measures would provide no really needed benefit beyond what those 
borrowers are already receiving. The Corporation already has ample 
authority to make appropriate adjustments wherever the facts war
rant, and it is using this authority to the fullest possible extent.  

As has been brought out in the preceding sections of this report, the 
Corporation extends its mortgagors every reasonable leniency. In 
the average foreclosure case, the borrower has had occupancy free of 
charge for a period amounting to over 4 years and has paid no taxes 
for approximately 5 years, including the period of default before 
refinancing by the HOLC.  

Among the Corporation's borrowers there are, however, a number 
of cases where the family has suffered a permanent reduction in income 
and where the only solution is a corresponding permanent adjustment 
in family expenditure. In these cases carrying charges on the present 
homes, even if considerably reduced, would remain far beyond the 
borrowers' capacity to pay. The fact that, through the Corporation, 
the Federal Government is the creditor of such borrowers creates in 
some instances a particular resistance against the necessary adjust
ments. The Corporation, however, cannot involve the Government 
in certain loss by permitting a borrower to remain in a home indef
initely without payment and without prospect of payment. It is the 
province of other agencies of the Government to take care of those 
who cannot themselves provide for their shelter needs.  

There are, moreover, many cases of foreclosure accounted for by 
willful default, noncooperation, abandonment of the property, death 
of the borrower, and outside legal complications. Plainly in all these 
cases a reduced interest rate and a further liberalization of loan terms, 
while throwing a heavy financial burden upon the Federal Govern
ment and upon the taxpayer, would present no solution of the bor
rower's problem.
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Home Owners' Loan Corporation 

SURVEY OF PRESENT ACTIVITIES 

SINCE June 12, 1936, when the refinancing operations of the Home 
Owners' Loan Corporation ceased, the activities of the Corporation 

have been directed toward two main objectives: to assist as many 
borrowers as possible in their rehabilitation and to carry out a pro
gram of gradual liquidation.  

In the first three years of the Corporation's existence, from June 
1933 to June 1936, the Home Owners' Loan Corporation refinanced 
the mortgage loans of 1,017,827 home owners I in the total amount of 
$3,093,450,641. When these loans were closed, the emergency task 
of the Home Owners' Loan Corporation was far from being completed.  
The loans were made to home owners in serious distress, and the 
refinancmg itself was only the first step in the Corporation's rescue 
efforts. In many cases the advantages afforded by the low-cost, 
fifteen-year amortization loans of the Corporation were sufficient to 
solve the borrowers' problems. In other cases, however, extensive 
assistance has become necessary to aid home owners who-although 
their burden had been relieved to some extent-could not even meet 
their reduced obligations. True to the intent of the Home Owners' 
Loan Act to extend relief to distressed home owners, the Corporation 
attempts to acquaint itself with the exact circumstances of the indi
vidual case whenever accumulating arrearages indicate that the bor
rower is in serious difficulties, and tries to find a temporary or more 
permanent solution as the case warrants. This activity, included in 
its "loan service" operations, has continued to absorb a great deal of 
the Corporation's attention and will remain an important phase of 
its work. In addition, there are supplementary operations such as 
the advance of funds to original borrowers for reconditioning, taxes, 
and insurance, necessary to assist many of these borrowers as well as 
to protect the Government's investment.  

I The disparity between this figure and the figure of 1,017,948 given in the report for the fiscal year 1938 
is due to the consolidation of supplemental loans with original loans made to the same borrower so as to 
reflect the number of original borrowers rather than the number of original loans made.  
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126 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1939 

In this manner, the Home Owners' Loan Corporation makes avail
able continued assistance to those of its borrowers who need it. At 
the same time, the Corporation is making regular progress in the 
recovery of the amounts loaned and in the liquidation of its affairs.  
The activities involved in the process of liquidation comprise the 
collection of interest and principal on original loan accounts; the 
acquisition of properties in those cases where borrowers-despite the 
liberal collection policy pursued by the Corporation-are unable or 
unwilling to retain their homes; the management, reconditioning, 
renting, and sale of such properties; the collection of rents; and the 
collection of interest and principal from purchasers of HOLC proper
ties sold on extended terms of payment (vendee accounts).  

STATUS OF BORROWER ACCOUNTS 

During June 1939 the records of the Home Owners' Loan Corporation 
showed 798,385 original borrowers in "active status." 2 At the end 
of June, 27,809 defaulted loans were in various stages of foreclosure 
proceedings. Past experience would seem to indicate that a number 
of these foreclosures may be withdrawn and the loans reinstated.  

Of the 798,385 active borrower accounts, 672,563 were in satis
factory status, which means that 84.2 percent of all active borrowers 
were meeting their loan obligations in a fashion acceptable to the Cor
poration. More than four-fifths of all active HOLC borrowers in 
June 1939 were thus definitely on the way to home ownership free 
and clear of debt-a measure of the success with which the Home Own
ers'Loan Corporation, through its low-cost amortized loans, has assist
ed home owners who at the time of refinancing were hopelessly unable 
to retain their properties. Not only are these borrowers meeting 
their interest payments without serious difficulty, but they are also 
accumulating substantial equities in their properties.  

The group of original borrowers in satisfactory status includes 
594,087 borrowers paying on schedule or less than three monthly 
installments in arrears, and 78,476 borrowers who are more than three 
monthly installments in arrears, but are reducing their delinquency by 
regular payments. In view of the fact that on the average more than 
fifty monthly installments have fallen due since the beginning of 
HOLC operations, the problem of making up arrearages of less than 
three months usually presents little real difficulty to the borrower.  
Also, when defaulted borrowers are making regular payments for the 
liquidation of their arrearages in addition to their current monthly 

2 Active accounts include all original borrower accounts on which the Corporation is still making col
lections. In other words, they represent all original loans less those which have been paid in full and those 
foreclosed or authorized for foreclosure.
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remittances, the solution of their problems in the near future can 
safely be anticipated.  

In June 1939 original borrowers who were in default, that is, more 
than three monthly installments in arrears, and not able to liquidate 

CHART XXXIV 

STATUS OF ACTIVE BORROWER ACCOUNTS 
JUNE 1939

4CCOU N S

DIVISION OF RESEARCH AND STATISTICS 
FEDERAL HOME LOAN BANK BOARD 

their delinquency, numbered 125,822, representing 15.8 percent of the 
total number of active accounts at that date. However, only 9,708 
of these cases were classified as insoluble; in all other cases, efforts 
were being made to solve the borrower's problems with a view to 
avoiding foreclosure.  

Exhibit 48 presents a classification of the status of borrower 
accounts, as of June 30, 1939, by HOLC regions and by States.
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128 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1939 

On June 30, 1939, arrearages on all original borrower accounts, 
active and inactive, totaled $96,215,518. Of this total, $90,114,198 
was due and unpaid on principal, and $6,101,320 was due and unpaid 
on interest.  

THE COLLECTION RECORD 

In the fiscal year 1939, the Home Owners' Loan Corporation 
collected $101,602,160 in interest and $168,482,399 in principal from 
original borrowers, or a total of $270,084,559. This included the 
amount of $46,478,954 received during the year for loans paid in full.  

Cumulatively to June 30, 1939, the Corporation has collected 
$568,332,553 in interest, and $601,002,640 in principal from original 
borrowers, aggregating $1,169,335,193. Of this total $125,638,128.  
represented amounts received for original loans paid in full.  

CHART XXXV 

COLLECTIONS OF INTEREST AND PRINCIPAL ON ORIGINAL LOANb 
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Chart XXXV shows cumulative collections of interest and principal 
on original borrower accounts from July 1936 to June 1939. As 
will be seen from the chart, the curve representing principal repay
ments crossed the curve of interest payments in February 1939, 
indicating that from that date the collection of principal exceeded the 
collection of interest. As HOLC loans are based on the direct-reduc
tion amortization plan, requiring equal monthly payments, the 
proportion of principal repayments increases steadily because a
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growing percentage of the borrowers' monthly payments is being 
applied to the reduction of the principal, and the proportion of 
interest payments decreases continuously because interest is calcu
lated on the constantly reducing principal of the loan. Principal 
repayments are also accelerated by the increasing number of original 
loans paid in full.  

The experience of the Corporation has shown that its record of 
collections follows closely the fluctuations of business in general.  

CHART XXXVI 

PERCENT H.O L C. COLLECTIONS AND NATIONAL INCOME oFBILLIONRS 
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Whenever employment slackens and family incomes decrease, collec
tions from borrowers decline. Whenever economic activity improves 
and family incomes rise, collections increase. Similarly, the Corpo
ration's collection experience varies from one section of the country 
to another, depending upon the economic conditions that exist in 
the different areas.  

In general, the fiscal year 1939 witnessed an improving performance 
of borrowers as compared with the preceding year, particularly from 
January to June 1939. This is evidenced by the above chart show
ing by months the ratio to current billings of all payments received 
on "active" borrower accounts. To indicate the close relationship 
between HOLC collections and general economic conditions, the
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chart shows also aggregate income payments to individuals as com
puted by the United States Department of Commerce.  

The improving situation of HOLC borrowers during the fiscal year 
1939 is also indicated by the increasing number of loans repaid in full.  
In that period 18,769 original borrowers were able to retire their 
entire indebtedness to the Corporation prior to the expiration of the 
loan contract, either by means of their own or by private refinancing.  
In the preceding fiscal year such repayments numbered 15,582.  

LOAN SERVICE 

The collection of interest and principal due the Corporation is a task 
of extraordinary proportions. The operations of the Home Owners' 
Loan Corporation are unique in their scope as well as in the fact that 
it is dealing generally with debtors who were heavily in default.  
The hundreds of thousands of HOLC borrowers are spread over the 
whole country, and the servicing of HOLC loans, therefore, extends 
into the smallest communities as well as into large cities in every 
State of the Union. Furthermore, the Corporation is dealing not 
with normal mortgage risks comparable to those of private lending 
institutions, but with distressed home owners whom it assists in their 
rehabilitation. To achieve its purpose as determined by the Home 
Owners' Loan Act, the Corporation gives each delinquent borrower 
every available opportunity to work out his problem and makes 
certain that it does not foreclose needlessly or prematurely on people 
who might still have a chance of salvaging their homes. Also, a 
close study of the circumstances of the individual case is necessary 
if the Corporation is to guard against a promiscuous granting of 
unjustified concessions and if the interests of the Government are to 
be adequately protected.  

Careful consideration is given to borrowers who are behind in their 
payments. In the case of serious default the circumstances of each 
individual borrower are studied in detail on the basis of personal 
interviews and other information, with a view to bringing the account 
to a paid-up status or at least to preventing further arrearages.  
Because it is to the best interest of all concerned to keep the borrower 
in his home, foreclosure is avoided as long as any possibility remains 
of restoring the account to a satisfactory standing. Informal adjust
ments are made designed to assist delinquent borrowers in the pay
ment of arrearages and, where warranted, formal agreements have 
been concluded since February 1937 in order that borrowers may 
reduce accumulated delinquencies in a manner adapted to their 
capacity to pay.
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The Home Owners' Loan Corporation has also liberalized its require
ments from time to time so as to afford borrowers every reasonable 
means of avoiding default. For example, proceeds from the sale of 
part of the property securing HOLC loans or from indemnities on 
insurance losses may be applied to interest arrearages as well as to a 
reduction of the principal indebtedness. Advances are made to 
borrowers for the purpose of reconditioning where necessary to make 
all or part of the property available for rental, if such additional income 
will prevent default. Even after foreclosure has been authorized, a 
payment proposal may be accepted and the foreclosure withdrawn.  
For the most needy borrowers, attempts are made to find employment 
or to obtain public assistance. All these procedures are designed to 
assist home owners who, under more perfunctory and impersonal 
methods, would have drifted eventually into foreclosure.  

During the fiscal year 1939, the number of active original loan 
accounts decreased from 845,284 to 798,385. During the same time, 
however, the number of vendee accounts trebled. These accounts 
represent purchase-money mortgages and sales contracts on properties 
sold by the Corporation. Their steady increase offsets in a large 
measure the reduction in the work load resulting from the decline in 
the number of original loan accounts.  

At the end of the fiscal year 1939, there were 390,410 original 
borrowers requiring special servicing attention, equivalent to 49 per
cent of the total number of original loans serviced. This group 
comprised 204,298 borrowers who were more than three monthly 
installments in arrears on loan payments, 74,374 borrowers technically 
not in default, but representing problem cases, and 111,738 borrowers 
not in default on loan payments but delinquent in taxes.  

As of June 30, 1939, there were 81,668 original loan accounts which 
had been revised to permit liquidation of arrearages over the remaining 
life of the loan. Of this total, 43,446 agreements were made during 
the fiscal year 1939. The results of such agreements have been grati
fying. Of the 81,668 home owners with whom extension agreements 
were in effect, 71,674 or about 88 percent have been able to avoid 
default under the agreement, and of the 9,994 borrowers in default, 
only 303 were a year or more in arrears on June 30, 1939.  

A serious problem with which the Home Owners' Loan Corporation 
is confronted is the handling of taxes coming due on properties securing 
its loans. On June 30, 1939, there were 115,579 borrowers in default 
on their loan accounts and delinquent in taxes as well. An additional 
111,738 borrowers were delinquent in taxes, although not in default 
on their loan accounts. While these 227,317 home owners were
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delinquent in taxes an average of less than two years, approximately 
10 percent of this number had a considerably greater tax arrearage.  

The above figures indicate that in the past many borrowers were 
unable to pay up their tax arrearages and at the same time to maintain 
the contractual payments on their loan accounts. This situation 
naturally tended to jeopardize the security behind the Corporation's 
loans. Furthermore, to obtain information on tax delinquencies the 
Corporation had to undertake extensive and costly tax searches. This 
experience has resulted in the adoption of a new policy which should 
eliminate virtually all tax delinquency and permit considerable savings 
both to the home owner and to the Corporation. Under the new 
policy the Corporation continues to encourage all borrowers to bring 
their taxes current from their own resources; if they are unable to do 
so, however, the Corporation advances funds for the payment of taxes, 
on behalf of borrowers, to avoid excessive interest and penalties as 
well as to protect the Corporation itself against the loss of the security 
behind the loan. A procedure has been established whereby borrowers 
may avoid future tax delinquencies by depositing monthly with the 
HOLC one-twelfth of the estimated annual taxes, and whereby they 
authorize the Corporation to pay such taxes, when due, out of the 
funds accumulated in this manner. At the close of June 1939 these 
arrangements were being made at a rate which indicated that before 
the end of the fiscal year 1940 the majority of borrowers delinquent in 
taxes will have availed themselves of the plan.  

FORECLOSURE EXPERIENCE OF THE CORPORATION 

In accordance with the purpose of the Home Owners' Loan Act, the 
Home Owners' Loan Corporation proceeds to foreclose only as a last 
resort after all efforts to prevent the borrower's default-described in 
the chapter on Loan Service-have failed. This is evidenced by the 
fact that the average interest and principal arrearage on original loans 
foreclosed during the fiscal year 1939 totaled 18.2 monthly install
ments at the time foreclosure action was authorized. In other words, 
in the average foreclosure case the borrower was delinquent to the 
extent of all interest and principal coming due over more than one 
year and a half. In many cases, the borrower was also in serious 
default on taxes.
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The following figures show the percentage distribution of all fore
closures brought during the fiscal year ended June 30, 1939, by accu
mulated arrearages prior to foreclosure: 

Percent of all cases 
authorized and dis

Arrearages before foreclosure: patched for action 

Less than 12 months---------------------------- 21. 3 
12 to 17 months--------------------------------28. 3 
18 to 23 months------------------------ 27.6 
24 months and over----------------------------- 22.8 

Total_ -------------------------------------- 100.0 

In 78.7 percent of all foreclosure cases, the arrearage accumulated 
prior to foreclosure was 12 monthly intallments or more, and in 50.4 
percent of all cases, it was 18 monthly installments or more.  
. From the beginning of operations through June 30, 1939, the Home 
Owners' Loan Corporation has authorized 189,908 foreclosures on 
original loans, of which 18,872 were withdrawn. The net foreclosure 
authorizations of 171,036 represent only 16.8 percent of the total 
number of original loans made by the Corporation-a ratio which 
compares not unfavorably with the experience of private mortgage 
lending institutions during the period in question, despite the fact 
that in general the HOLC borrowers were in serious financial distress 
or default when they obtained their refinancing loans from the Home 
Owners' Loan Corporation. Exhibit 49 presents, cumulatively, to 
June 30, 1939, net foreclosure authorizations and the ratio of authori
zations to the total number of original loans, by HOLC regions and 
by States.  

The chart on page 134 shows the number of foreclosures authorized 
by the Corporation on original loans, the number of cases withdrawn, 
and the net volume of foreclosure authorizations, by months, from 
January 1936 to June 30, 1939.  

The chart reveals a characteristic feature of the Corporation's fore
closure operations. The bulk of foreclosures was concentrated in the 
period from July 1936 to June 1937, when the average age of the loans 
was approximately two years. With a mortgage portfolio comprised 
entirely of refinancing loans to more than one million distressed home 
owners-loans granted over an emergency period of three years-it 
was to be expected that the Corporation should have to eliminate a 
number of hopeless cases in the early period of operations. Where a 
loan was definitely beyond the borrower's capacity to carry or where 
the borrower ignored his obligations, the situation generally was re
vealed within two years or so after the granting of the loan. Since 
the summer of 1937, net foreclosure authorizations have been on a
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much lower level. During the period July 1, 1938, to June 30, 1939, 
foreclosure authorizations, after deduction of withdrawals, numbered 
32,599 as compared to 40,602 in the fiscal year 1938 and 70,864 in the 
fiscal year 1937.  

CHFART XXXVII
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Foreclosure authorizations on original loans 

Foreclo- Foreclo- Net fore- Foreclo- Foreclo- Net fore
Fiscal year sures au- sures with- closures au- Fiscal year sures au- sures with- closures au

thorized drawn thorized thorized drawn thorized 

1934 6 0 6 1937 ----- 76,896 6,032 70,864 
1935 --- - 564 14 550 1938----- 47, 745 7,143 40, 602 
1936 -- - 27, 081 666 26,415 1939---- 37,616 5,017 32, 599 

A detailed summary of foreclosures on original loans, by fiscal-year 
periods, is presented in Exhibit 50. In addition to properties acquired 
through foreclosure, the Corporation has acquired 24,690 properties 
by deed in lieu of foreclosure. Where such deeds were taken, the 
personal obligations of the borrowers were canceled.  

COST OF FORECLOSURE 

The Home Owners' Loan Corporation attempts to keep foreclosure 
costs at a minimum. When foreclosure operations began, a fair fee 

schedule was developed. Members of the bar were interviewed in 
the various States and reasonable fees in accordance with the volume
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of foreclosures were established. A further reduction of foreclosure 
costs is dependent on a greater simplification and unification of fore
closure procedures under the various State laws, and on the elimina
tion of excessive cost elements in many States.  

For a number of years, the Corporation has made extensive studies 
of the cost and time of foreclosure. The results of these studies are 
given in Exhibit 51. Highest foreclosure costs are found to exist 
in those States where foreclosure by court action is the predominant 
method. This method is followed in 30 States. Under the power-of
sale method, used principally by the Corporation in 18 States, costs 
are much lower. The foreclosure costs were highest in Illinois, 
where the average cost per case was $349.59, and in New York, where 
the average cost per case was $280.94. On the other extreme, Maine 
and Missouri had an average foreclosure cost of only $21.29 and 
$54.08, respectively. These extremes indicate the wide diversity of 
foreclosure costs in the various parts of the country.  

The average time required to complete foreclosure action likewise 
varies considerably among the different States. The time required 
from the date foreclosure was dispatched for action until date of 
acquisition of title ranges from'36 days in Mississippi to 25 months 
and 23 days in Alabama. Again, the period generally is shorter in 
those States where the power-of-sale method is primarily used. Re
demption of foreclosed properties is permitted in 22 States and the 
redemption periods range from 6 to 24 months.  

Where deeds were obtained in lieu of foreclosure, the total costs per 
case were generally lower than in the case of foreclosure. For the 
period from December 1, 1937, to June 30, 1939, the approximate 
total cost of deeds in lieu of foreclosure was $34 per case.3 

After the expiration and elimination of a number of moratorium 
laws affecting the Home Owners' Loan Corporation, such laws were 
still in force on June 30, 1939, in South Dakota, Vermont, and Wis
consin. The Supreme Court of Wisconsin decided in May 1939 that 
the legislature had no right to make the moratorium act retroactive 
so as to affect loans made by the Corporation prior to its passage.  

The moratorium acts expire March 1; 1941, in South Dakota and 
Vermont, and April 1, 1941, in Wisconsin. Under the Vermont act 
the moratorium provided is, in effect, a postponement of the foreclo
sure sale, under the judgment, for a period of three months, which 
may be extended at the discretion of the court. While the Wisconsin 
moratorium act expires April 1, 1941, foreclosure may be delayed 
under its terms until April 1, 1942.  

3 For cost data on deeds in lieu of foreclosure, by States, see Exhibit 52.
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PROPERTY MANAGEMENT 

Although the Home Owners' Loan Corporation has found it necessary 
to acquire but 13.9 percent of the homes which it had refinanced, 
the management, reconditioning, renting, and sale of these properties 
has become one of the major activities of the Corporation. This is 
in line with the experience of all mortgage lending institutions during 
the last decade, but the wide scope of HOLC operations and the 
particular type of properties acquired by the Corporation present 
unusual problems.  

These properties are widely scattered over the country and are 
located in every State of the Union. They are, in the main, small 
one- to four-family dwellings; many of them are in a bad state of 
repair when acquired; and a large number are obsolete and in deterio
rating neighborhoods. Few, if any, public or private institutions 
ever were confronted with the problem of managing, reconditioning, 
renting, and selling a large number of properties of this type on a 
nation-wide scale.  

It is the policy of the Corporation to dispose of its properties as 
speedily as is consistent with the Government's interests and with 
conditions of the real estate market. To hold its properties indefi
nitely would be inconsistent with sound business practice, particularly 
for a liquidating agency of the Federal Government. To sell its 
properties under pressure and below current market prices would 
not only entail tremendous losses, but depreciate the mortgage 
collateral behind all the loans made by the Home Owners' Loan 
Corporation and depress the mortgage and real estate markets in 
general. The Corporation, therefore, attempts to avoid either of 
these extremes, and offers its properties for sale at current market 
levels even if sales prices are below book values.  

The Corporation entered the fiscal year 1939 with 82,987 properties 
owned and 20,145 properties in process of acquiring title,4 or a total 
of 103,132 properties. The combined capital value 5 of these proper
ties was $516,206,401. At the end of the fiscal year, the Corporation 
owned 87,618 properties, and 11,736 properties were in process of 
acquiring title, or a total of 99,354 with a combined capital value 5 

* Properties in process of acquiring title are those where the foreclosure action has been advanced to the 
point of judgment or sale but where because of the existence of a redemption period or for other reasons, 
some additional time must yet elapse before the Corporation can acquire full title.  

5 The capital value of property is comprised of the following elements: (a) Unpaid principal balance of 
loans, advances, and interest merged with principal in extension agreements, at the time of foreclosure 
judgment or foreclosure sale where such sale is not preceded by a judgment; (b) unpaid accrued interest to 
date of foreclosure judgment or foreclosure sale where such sale is not preceded by a judgment; (c) all fore
closures and acquisition costs; (d) all expenditures, less all receipts, regardless of nature, applicable to the 
period between foreclosure as described in (a) and the acquisition of absolute title; (e) initial repairs or 
reconditioning regardless of nature; (f) assessments with benefits of more than one year; and (g) improve
ments or other expenditures which enhance physical value.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1938-39



HOME OWNERS' LOAN CORPORATION

of $549,441,184. In total number, properties owned and properties 
in process of acquiring title showed a decrease during the year-the 
first decrease since the beginning of operations. This was the result 
of a declining number of property acquisitions coupled with a rising 
volume of property sales.  

Property acquisitions and sales, by fiscal-year periods 

Acquisitions Sales 
Ratio of 
sales to Period Number Aggregate Number Aggregate Aggregate acquisi

of prop- capital of prop- capital value ales price tions 2 
erties 1 value I ertiesrice 

1936 -------....---------------- 5,275 $23,930,096 142 $497,117 $523,055 2.6 
1937....--------------------39,534 181,196,458 2,231 8,248,929 8,293,100 5.4 
1938----------.. . ------------ 55,190 303, 226,436 15,159 62,001, 901 54,182, 578 26. 7 
1939------------- -------- 41,743 228,932,138 37,771 166,888,675 130,177,111 89.1 

Total.---------.-------... ..... 141,742 737, 285,128 55,303 237, 636, 622 193,175,844 38.5 

1 
Includes all adjustments to June 30, 1939 

2 For the purpose of computing the percentage of properties sold to those cumulatively acquired, prop
erties sold prior to acquisition, and properties remaining "in process of acquiring title" in Alabama 
have been added to the number of properties acquired.  

The Corporation was able to sell 37,771 properties during the fiscal 
year 1939 as compared with 15,159 in the preceding fiscal year. This 
increase in property sales is all the more significant in the light of grow
ing competition in the real-estate market. Not only have private 
financial institutions-as pointed out in other sections of this report
disposed of larger numbers of properties which they had repossessed 
in previous years, but with the growing volume of residential con
struction there was an increased number of newly built homes offered 
at attractive terms.  

As will be seen from the chart on page 138, the volume of property 
sales began to exceed the number of net foreclosure authorizations in 
June 1938 and has remained above the level of foreclosures, with the 
exception of the first three months of 1939. During the months of 
April, May, and June 1939, the number of sales also exceeded the num
ber of properties acquired, thereby reducing the number of properties 
owned from 90,136 on March 31, 1939, to 87,618 on June 30, 1939.  

The property holdings of the Corporation, although scattered over 
the country, are particularly concentrated in a few States. One-fifth 
of the properties owned and in process of acquiring title as of June 30, 
1939, was located in the State of New York and one-eleventh was 
located in New Jersey. Further points of concentration are Ohio, 
Massachusetts, Pennsylvania, Wisconsin, Illinois, Indiana, Kansas, 
Missouri, Michigan, Oklahoma, Texas, and California. All together, 
76.5 percent of the properties owned and in process of acquiring title 

183130-39---10
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138 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1939 

are located in the fourteen States mentioned above. This concentra
tion corresponds in many instances to the concentration of the "real
estate overhang" held by private mortgage lending institutions.6 

Exhibit 53 shows the distribution of properties owned and properties 
in process of acquiring title at June 30, 1939, by HOLC regions and by 
States.  

In accordance with the intent of the Home Owners' Loan Act, the 
Corporation shows considerable leniency toward its borrowers before 

CHART XXXVIII 

NET FORECLOSURES AUTHORIZED AND PROPERTIES SOLD 
BY MONTHS 
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it proceeds to foreclosure and permits the defaulted owner to retain 
his home much longer than would be justified by pure business con
siderations. During the period of default, arrearages accumulate on 
interest and on taxes, and in many cases substantial reconditioning is 
required upon acquisition. Foreclosure and other acquisition costs 
must be added to the unpaid balance of the loan. In most instances, 
therefore, book values after acquisition exceed current market prices, 
due in part to the capitalization of accruals, and the disposition of 
properties is accompanied by losses.  

Property sales through the end of the fiscal year 1939 resulted in a 
cumulative capital loss of $44,460,778 orperiod of default, arrverage of approximately 

requirSee Section II, p. 29.  
6 See Section II, p. 29.
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HOME OWNERS' LOAN CORPORATION 139

$804 per property, representing the spread between the sales price 
and the capital value 7 on the books of the Corporation. The cumula
tive capital loss to June 30, 1939, was 18.7 percent of the capital value 
of all properties sold. A detailed statement of profit and losses on 
property sales by calendar years is presented in Exhibit 54.  

The majority of HOLC properties have been sold on extended terms 
for a small down payment with the balance due amortized over a 
period up to fifteen years. Through June 30, 1939, the average down 
payment on such sales was 12.8 percent of the purchase price.  

Property sales through June 30, 1939, by terms 

Term Number of Percent of 
properties total 

Cash sales --- ----------------- 2,999 5.4 
Sales on security instruments ------------------- 32, 517 58. 8 
Sales contracts or other instruments in lieu thereof -- -.. -- --------- 19, 787 35.8 

Total .- -- ------------------------------------------ 55, 303 100. 0 

PROPERTY INCOME AND EXPENSE 

Of the 115,500 dwelling units in properties owned by the Corporation 
on June 30, 1939, there were 84,097, or 72.8 percent, available for 
rental,8 and 76,911, or 91.5 percent of the units available for rental, 
were rented.9 The following chart shows that the vacancy ratios in 
HOLC properties available for rental followed, to a certain extent, 

CHART XXXIX 

VACANCY RATIOS IN HOLC PROPERTIES 

PERCENTAGE OF VACANT DWELLING UNITS TO UNITS AVAILABLE FOR RENT, BY MONTHS 
FROM JUNE 1936 THROUGH JUNE 1939
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7 For a definition of capital value, see footnote 5 on p. 136. The capital loss does not include sales brokers 
commissions and selling expenses which, cumulatively to June 30, 1939, totalled $11,912,362 

8 Units not available for rental comprise those held vacant for repairs, those held vacant for exclusive sale, 
those adversely occupied, and those awaiting report.  

9In 959 cases dwelling units could not be rented because the tenants were in the process of eviction.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1938-39



140 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1939 

the fluctuations in general business conditions. The recession in the 
latter part of 1937 and the first few months of 1938 was reflected in 
increasing vacancy ratios, but since March 1938, the vacancy ratio 
decreased continuously until in June 1939 it dropped to 7.4 percent 
of all units available for rent.10 

CHART XL 

RENTS 
AVERAGE RENT PER DWELLING UNIT RENTED IN HOLC PROPERTIES, BY MONTHS 

FROM JUNE 1936 THROUGH JUNE 1939
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The average rent per dwelling unit rented in HOLC properties has 
constantly increased-reflecting in part a larger proportion of higher
priced properties rented in the last two fiscal years, and indicative 
also of a more favorable rental market in many communities. A 
similar improvement is indicated in the upward trend of rental 
collections. 1 

CHART XLI 
RENT COLLECTIONS 

PERCENTAGE OF COLLECTIONS TO TOTAL RENT ACCRUALS, BY MONTHS 
FROM JUNE 1936 THROUGH JUNE 1939
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* For figures underlying Chart XXXIX, see Exhibit 55.  
1, For figures underlying Charts XL and XLI, see Exhibit 55.
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HOME OWNERS' LOAN CORPORATION 141

During the fiscal year 1939, the gross operating income derived 
from the properties owned was $26,353,510, and the gross operating 
expense on properties owned, $23,161,271, leaving a net operating 
income of $3,192,239. Cumulatively from the beginning of operations 

CHART XLII 

WHERE THE RENTAL INCOME GOES 

PROPERTY EXPENSES AS PERCENTAGES OF TOTAL PROPERTY INCOME 

FISCAL YEAR 1939 

UNALLOCATED 0.5%

PROPERTY MANAGEMENT DIVISION 
HOME OWNERS' LOAN CORPOR.ATION 

to June 30, 1939, rent collections totaled $46,672,110 while total 
property expense was $40,755,699 This resulted in a cumulative 
net operating income from property of $5,916,411.  

Chart XLII illustrates the distribution of property expense during 
the fiscal year 1939. As will be seen from this chart, taxes, over which
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142 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1939 

the Corporation has no control, absorbed the largest portion of aggre
gate property income, representing approximately 40 percent of total 
income derived from property.12 

VENDEE ACCOUNTS 

Through the sale of acquired properties on extended terms of pay
ment, the Home Owners' Loan Corporation has to deal with an in
creasing number of mortgagors who are not original borrowers.  

During the fiscal year 1939, the number of vendee accounts on the 
books of the Corporation rose from 16,572 to 52,022, and collections 
of interest and principal on vendee accounts aggregated $15,384,286, 
as compared with $3,115,164 in the preceding fiscal-year period.  
Cumulatively through June 30, 1939, the Corporation has collected 
$5,712,564 in interest, and $13,179,398 in principal from vendees.  

On the whole, the performance of vendees has been satisfactory.  
Only in a few cases has it been necessary to bring foreclosure against 
vendees in default who were unable or unwilling to meet their con
tractual payments. Cumulatively through June 30, 1939, foreclosures 
against vendees numbered 596, of which 102 were withdrawn, leaving 
494 net foreclosures, or less than 1 percent of the total number of 
properties sold on security instruments and sales contracts. Through 
the end of June 1939, there were 319 properties reacquired from 
vendees, and 25 properties were in the process of acquiring title.' a 

RECONDITIONING OPERATIONS 

The reconditioning operations of the Home Owners' Loan Corpora
tion are undertaken for two broad purposes. The Corporation 
has to see that the properties on which it holds mortgages are main
tained in such a condition of repair that its security will be protected 
from serious deterioration during the term of the mortgage. This 
safeguards the interest not only of the Corporation but of its bor
rowers as well. Borrowers who are unable to make necessary repairs 
or to keep up their property lose interest in it, fall behind in their 
payments, and easily become subject to foreclosure. In addition, 
the Corporation has to recondition a large number of properties which 
it is obliged to acquire. In order to rent or sell these properties, it is 
necessary to place them in a sound condition suitable for normal 

12 Operating expenses on all owned properties are charged against the operating income received from 
those properties which are rented.  

is These properties are included in the acquisition figures given on p. 137.
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habitation. Otherwise they cannot compete with properties in the 
immediate neighborhood and the Corporation loses revenue both in 
rentals and in sales. , 

The following chart gives a survey of the reconditioning activities 
of the Home Owners' Loan Corporation from the beginning of opera
tions to June 30, 1939: 

CHART XLIII 

RECONDITIONING OPERATIONS 
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From the beginning of operations to the close of June 1939, the 
Corporation has completed 729,809 cases of reconditioning, with a 
total expenditure of $139,349,472. Through this reconditioning, more than 500,000 small homes have been protected against undue 
deterioration, and between 13 and 14 million days of work have been 

provided directly for masons, carpenters, plumbers, painters, and 
others in the building trades.14 

In addition to these reconditioning cases handled by the Recondi
tioning Division of the Corporation, certain other expenditures are 
made by contract management brokers who have authority to pro
vide for small maintenance repairs on properties under their manage
ment.  

During the fiscal year 1939, the number of reconditioning contracts 
completed was 117,698, in the amount of $26,590,243, as compared 

14 This estimate is based on the generally aecepted assumption that $1,000 of expenditure for repairs 
represents 100 days of labor.
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with 118,540 contracts, amounting to $23,146,876, in the preceding 
fiscal-year period. Detailed information on the various types of re
conditioning cases completed during the fiscal year 1939 and since 
the beginning of operations is presented in Exhibit 56.  

Despite the mass character of its reconditioning operations, the 
Corporation, through its regional and local offices, considers the re
conditioning need of each property individually and applies, where 
necessary, all the customary construction technique of plans, specifi
cations, contracts, and supervision.  

The Corporation's experience has proved that through the expend
iture of a reasonable amount, the marketability for properties on 
hand has been greatly enhanced regardless of the age of the property 
or its condition upon acquisition. The results of systematic recon
ditioning are evidenced by the large volume of sales of reconditioned 
properties which, in many sections of the country, must compete 
with new houses offered to the buying public at attractive terms.  

APPRAISALS 

During the fiscal year 1939, the Appraisal Section of the Corporation 
has completed 101,118 appraisals, or an average of 8,426 per month.  
This compares with 90,310 appraisals completed in the preceding 
fiscal year.  

In the early period of operations, appraisals were needed primarily 
to arrive at a valuation of each of the more than one million homes 
refinanced and thus to determine the limit to which the Corporation 
should make loans on these properties. In subsequent years, appraisal 
activities have been concentrated on valuations for the determination 
of sales prices or rents of acquired properties, appraisals for fore
closures and deeds in lieu of foreclosure, tax assessments, partial 
releases, substitution of security, and insurance and disaster losses.  
Furthermore, appraisals are supplied in litigation cases affecting 
property values and in cases involving damage to the Corporation's 
liens through floods, earthquakes, earth slides, blight, and other 
conditions. Finally, the decisions of the Corporation to improve, 
recondition, or demolish owned properties are based on careful ap
praisals of such properties.  

As the physical condition of properties, general economic con
ditions, and real-estate values change, appraisals made in previous 
years become obsolete, and reappraisals or supplemental reviews are 
necessitated to an increasing extent. From the beginning of opera
tions through June 30, 1939, appraisals completed totaled 4,926,892.
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In addition to its work for the HOLC, the Appraisal Section also 
renders services to the other agencies under the Federal Home Loan 
Bank Board, for which the Corporation is reimbursed. Also, under 
a cooperative arrangement with the Procurement Division of the 
United States Treasury Department, the Appraisal Section assists 
that Department in the appraisal of various types of properties 
throughout the country, particularly old post-office and customhouse 
structures which are no longer needed for Government use. The 
Treasury Department reimburses the Corporation for all expenses 
incurred in connection with this work.  

INVESTMENTS OF THE CORPORATION 

In addition to its immediate objective to bring relief to distressed 
home owners, the Home Owners' Loan Act, as amended, included 
measures to place the home-financing industry on a more stable basis.  
With this in view, the Act authorized the Home Owners' Loan 
Corporation to invest up to $300,000,000 in savings and loan associa
tions, either Federal or State-chartered, provided they are member 
institutions of the Federal Home Loan Bank System or insured by 
the Federal Savings and Loan Insurance Corporation, and to subscribe 
for the capital stock of the Federal Savings and Loan Insurance 
Corporation in the amount of $100,000,000.  

On June 30, 1939, investments of the Home Owners' Loan Corpora
tion in savings and loan associations totaled $216,458,810, as com
pared to $211,726,610 at the end of the preceding fiscal-year period.  
The following table gives a summary of HOLC investments in savings 
and loan associations for the fiscal year 1939: 

Investments of the Home Owners' Loan Corporation in savings and loan associations 

Cumulative New invest- Repurchases, Cumulative 
Type of association investments ments,38 July 1, 1938 investments to July 1,1938 to to 

June 30, 1938 June to June 30, 1939 June 30, 1939 June 30, 1939 

Federal savings and loan associations -----. $170,764,300 $3, 528, 500 $1, 259,000 $173,033,800 
State-chartered savings and loan associations- 40,962, 310 3,623, 700 1,161,000 43, 425, 010 

Total ---------- -------- 211, 726,610 7,152, 200 2, 420, 000 216,458,810 

A detailed statement of HOLC investments in savings and loan 
associations, by States, is presented in Exhibit 57.  

During the fiscal year 1939 the Home Owners' Loan Corporation 
received $7,457,939 as dividends on its investments in savings and loan 
associations, as against $6,134,331 in the preceding fiscal-year period.
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146 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1939 

This represents a return of approximately 3.5 percent on the average 
amount of HOLC investments during tfie year-a return well above 
the cost of money to the Corporation.  

FINANCIAL OPERATIONS 

Exhibit 58 presents a statement of condition of the Home Owners' 
Loan Corporation as of June 30, 1939.  

During the fiscal year 1939, principal changes on the asset side of 
the balance sheet were characterized by a decrease of original mortgage 
loans and advances from $2,214,064,318 to $1,928,212,237, by an 

CHART XLIV
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increase of vendee instruments and advances from $50,610,692 to 
$151,896,337, and by an increase of property owned and in process of 
acquisition from $516,206,401 to $549,441,184. The bond retirement 
fund rose from $91,366,431 to $149,217,560, and investments from 
$311,726,610 to $316,458,810. On the other side of the balance sheet, 
the bonded indebtedness decreased from $2,952,993,850 to 
$2,949,305,025, and accrued liabilities, including mainly accrued inter
est on bonded indebtedness, declined from $16,431,521 to $7,832,281.

i i i i i i i iL
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The reserve for losses shows a reduction from $99,977,654 to 
$89,488,388, and the deficit an increase from $40,893,292 to 
$59,562,029.  

Detailed statements of income and expense for the fiscal year ended 
June 30, 1939, and from the beginning of operations to June 30, 1939, 
as well as an analysis of changes in deficit for the fiscal year 1939, are 
given in Exhibits 59, 60, and 61, respectively.  

During the fiscal year 1939 the distribution of income as well as of 
expenses showed marked changes. Such changes are summarized in 
the following table which gives a condensed comparative statement of 
income and expenses for the fiscal years 1938 and 1939, together with 
provisions for losses and the net deficit in each year.  

Condensed income and expense statement for the fiscal years 1938 and 1939 

July 1, 1937, July 1, 1938, 
Items to to 

June 30, 1938 June 30, 1939 

Operating and other income 
Interest on original mortgage loans and advances ----------------------- $118, 593,929 $103, 263, 288 
Other interest earned - ----------------------------------------------- 1,091,450 4,979,590 
Property income -------------------------------------------------------- 16,160, 089 26, 353, 510 
Dividends on investments in savings and loan associations ------------- 6,134, 331 7, 457, 939 
Miscellaneous --------------- ------------------------------------------ 165,816 201,771 

Total income - 142, 145, 615 142, 256, 098 

Operating and other expenses 
Interest on bonds ------------------------------------------ 75, 768, 685 72, 199, 571 
Amortization of discount on refunded bonds ---------------------------- 2, 351, 438 2, 638, 265 
Administrative and general expenses 31, 984, 320 27, 853, 484 
Property expenses ------------------------------------------------------- 13, 836, 854 23,161, 271 
Miscellaneous----------------------------------------------------------- 184 

Total expense -------------------------------------------------------- 123, 941,481 125, 852, 591 

Net income before losses in the liquidation of assets and provision for losses - 18,,204, 134 16, 403, 507 

Losses in liquidation of assets and provisions for losses - ------------------ 38, 051, 800 34, 921,055 

Deficit for period ----------------------------------------------- 19, 847, 666 18, 517, 548 

' Consists primarily of interest on purchase money mortgages and advances and on sales contracts and 
advances.  

Because of the decrease in the number of loans outstanding and the 
reduction in the borrowers' indebtedness, income from interest on 
original mortgage loans and advances decreased by $15,330,641, or 
almost 13 percent. This, however, was approximately offset by an 
increase in property income of $10,193,421, by an increase of interest 
earned on vendee accounts of $3,897,693, and by an increase of divi
dends received on share investments in savings and loan associations 
of $1,323,608.  

On the expense side, administrative and general expenses were 
reduced sharply by $4,130,836, or 13 .percent. Interest paid on 
HOLC bonds likewise decreased by $3,569,114 because of interest

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1938-39



148 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1939 

savings resulting from refunding operations and because of a reduction 
in bonds outstanding. Property expenses, however, rose by $9,324,417 
due to the increase in property owned. The larger property expenses 
were mainly responsible for the slight increase in total operating and 
other expenses. Property income exceeded property expenses by 
$3,192,239 during the year.  

CHART XLV 
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After provision for losses in the amount of $34,921,056 during the 
year, the deficit for the operations of the fiscal year 1939 was 
$18,517,548 as against $19,847,666 in the preceding fiscal year.  

Cumulatively from the beginning of operations to June 30, 1939, the 
total operating and other income of the Corporation was $699,782,645, 
and total operating and other expenses $612,121,506, leaving a net 
income-before deduction of losses in the liquidation of assets and 
provision for losses which may be sustained in the process of liquida
tion-of $87,661,139. After deduction of $147,223,168 for such losses 
and loss reserve provisions, the net deficit as of June 30, 1939, stood 
at $59,562,029.  

As was pointed out in previous sections of this report, the Home 
Owners' Loan Corporation, in an emergency operation of unprec
edented magnitude, refinanced more than one million mortgage loans 
which had been in default or at the point of default. From the outset, 
it was to be expected that a number of HOLC borrowers would not be 
able to carry the cost of home ownership, despite the liberal terms 
provided by the Corporation, and that the liquidation of defaulted
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loans and the disposition of property acquired might be attended by 
losses. The liquidation experience made by the Corporation to date 
has confirmed that view.  

Sound business practice requires the setting aside of reserves to 
which such losses may be charged. The Board of Directors of the 
Corporation has, therefore, determined that each year specified 
amounts be set aside from income, the accumulation of which is in
tended to approximate eventually the total losses which may be sus
tained in the liquidation of mortgage loans, delinquent interest, and 
property. Under this provision, reserves were accumulated at the 
rate of approximately $2,900,000 per month during the fiscal year 
1939.1 

Analysis of reserves and charges to reserves 

Cumulative Fiscal year Cumulative 
Item to June 30, 1939 to June 30, 

1938 1939 

Allocated to reserves ------------- ---------- $111, 237,153 $34,900,000 $146,137,153 

Losses
On mortgage loans and vendee instruments 1-...------ 51,086 42, 756 93, 841 
On capital value of properties sold--------------------7, 753, 334 36, 707, 444 44, 460, 779 
On property charged off .---------------------------- -------------- 181,783 181,783 
Sales brokers' commissions and selling expenses --------- 3, 459,168 8,453,194 11,912,362 

Total losses....-------------------------------- 11, 263, 588 45, 385,177 56, 648, 765 

Balance in reserves---------------------------------99,973,565 -10,485,177 89,488,388 
Adjustments to cumulative reserve account for prior years - 4,089 ----------- - ----------

Total balance............---------------------------------..... 99, 977, 654 -10, 485,177 89,488, 388 

1 
Includes reserve provisions for accumulated interest.  

As shown in the above table, the balance of reserves for losses on 
mortgage loans, interest, and properties decreased by $10,485,177 
during the fiscal year 1939 because losses charged off during that year 
exceeded the provisions for such losses.  

BONDS OUTSTANDING 

In addition to its capital of $200,000,000, the Home Owners' Loan 
Corporation has been authorized to issue bonds up to $4,750,000,000 
to carry out the purposes of the Act creating the HOLC. Additional 
bonds may be issued to refund outstanding obligations. The gross 
amount of bonds issued through June 30, 1939, was $5,766,675,875.  

16 By Board resolution of November 15, 1938, retroactive effect was given to a charge to reserves for losses 
sustained prior to June 30, 1938, in the amount of $11,211,150.83 previously charged directly to profit and loss.  
This amount included $7,749,213.71 for loss on capitalized value of property sold, $3,459,202.24 for commissions 
and selling expenses on property sales, and $2,734.88 for loss of interest on foreclosure sales, redemptions, etc.  
Of the total of $11,211,150 83, losses in the liquidation of assets applicable to the fiscal year 1938 amounted to 
$10,880,999.10.
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150 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1939 

Of this amount, $2,383,222,325 was for refunding outstanding issues 
and $480,048,525 was retired, leaving a net bond liability outstanding 
of $2,949,305,025 on June 30, 1939, as compared with $2,952,993,850 
on June 30, 1938. In addition to bonds retired to June 30, 1939, 
there was available to the Bond Retirement Fund $149,217,560, and 
$19,706,646 was earmarked for transfer to the fund in July, for a total 
of $168,924,206 which may be used for the retirement of bonds. All 
unmatured bonds outstanding are guaranteed by the United States 
Government as to principal and interest.  

The Corporation continued making exchanges of 2% percent bonds 
for 2%- and 3-percent bonds when favorable market conditions 
permitted. The cumulative amount of exchanges to June 30, 1939, 
involved over $1,400,000,000 of the Corporation's bonds, and will 
result in a net saving in interest to the HOLC of approximately 
$20,600,000. Of the cumulative total of exchanges, over $247,000,000 
were completed during the fiscal year 1939.  

On June 1, 1939, a total of $325,254,750 Series F, 1%-percent bonds 
matured, of which $319,669,300 was refunded through an exchange 
offer into $127,867,400 Series K, %-percent bonds due May 15, 1940, 
and $191,801,900 Series L, %-percent bonds due May 15, 1941, and 
provision was made for payment in cash of the balance, amounting to 
$5,585,450. On May 18, 1939, an announcement was made that 
2%-percent Series B bonds of 1939-49 would be redeemed on August 1, 
1939, and an offer was made to the holders of same to exchange 
these bonds for Series M, 1 -percent bonds of 1945-47. A total of 
$687,266,800 Series B, 2%-percent bonds was accepted for exchange, 
and the balance amounting to approximately $217,000,000 was paid 
off in cash on and after August 1, 1939.  

As a result of exchange and refunding operations, the average 
interest rate on all bonds was reduced from 2.527 percent as of June 30, 
1938, to 2.098 percent as of June 30, 1939. A detailed statement 
of bonds issued, refunded, and retired to June 30, 1939, and bonds 
outstanding on that date, is presented in Exhibit 62.  

PROGRESS IN LIQUIDATION 

During the fiscal year ended June 30, 1939, the Home Owners' Loan 
Corporation made substantial progress toward liquidation. This is 
particularly significant in that it reflects the accelerating rehabilitation 
of the hundreds of thousands of distressed borrowers who, when 
refinanced by the, Home Owners' Loan Corporation, were on the 
average delinquent two years in both principal and interest and 
between two and three years in taxes.
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When the Corporation ceased its refinancing operations, it had loans 
in the total amount of $3,093,450,641 on its books. Subsequent 
advances to original borrowers for various purposes and interest 
converted to principal increased this amount to $3,173,730,305 as of 
June 30, 1939.  

At the end of the fiscal year 1939, there had been repaid on this 
principal $601,002,640, or 18.9 percent of the gross amount of original 
loans and advances; and $644,515,428, or 20.3 percent of the gross 
amount of original loans and advances, had been transferred to property 
and similar accounts representing, for the most part, properties 
acquired or in process of acquisition. This left a net balance of 
original loans outstanding, plus advances, of $1,928,212,237 on June 30, 
1939. At the end of the preceding fiscal-year period, such net 
balance stood at $2,214,064,317.  

Reduction of original loans 

Up to June 30, Up to June 30, 
1938 1939 

Original amount of loans closed $3,093, 450, 642 $3,093,450, 641 
Advances to borrowers and interest merged with principal in extension 

agreements ..--------------------------------------------------------- 40,325,427 80,279, 664 

Cumulative gross indebtedness of borrowers. ---------------------- 3,133, 776,069 3,173, 730,305, 

Less principal repayments--------------------------------------------- 432, 520, 240 601,002, 640 
Less balances transferred to property and similar accounts -------------- 487,191,512 644, 515,428 

Balance of original loans and advances outstanding ---------------- 2,214,064,317 1,928, 212, 237 

To an increasing extent, the reduction of original loans and ad
vances has been effected by loan repayments in full. Through June 30, 
1939, the loans of 53,676 original borrowers, in the total amount 
of $125,638,128, had been voluntarily repaid in full prior to the 
expiration of the loan contract. Of these, 18,769 loans aggregating 
$46,478,954 were repaid during the fiscal year 1939.  

The following table gives a summary of all terminated accounts, 
including, in addition to the above-mentioned payments in full by 
original borrowers, a number of accounts terminated by other methods: 

Cumulative number and amount of accounts terminated to June 30, 1938, 
and June 30, 1939 

Up to June 30, 1938 Up to June 30, 1939 

Number Amount Number Amount 

Original loans paid in full or redeemed--------------- 34,907 $79,159,174 53, 676 $125,638,128, 
Cash s 4ls at foreclosure -------------- 458 1,288, 358 684 1,918,077 
Cash sales of acquired properties - - - ----------------- 1,025 3,735,215 3,000 10,-492, 806 
Vendee instruments paid in full or redeemed ----------- 71 229,944 585 1,585,301 
Properties and accounts charged off or consolidated . 23 48,449 91 81,341 

Total accounts terminated ------------------- 36,484 84,461,140 58,036 139, 715,653
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A more comprehensive measurement of the progress in liquidation 
is the amount by which the Corporation was able to reduce the balance 
of its total debtor and property accounts."6 At the end of the fiscal 
year 1938, the balance of these accounts stood at $2,781,359,590.  
During the fiscal year 1939, the Corporation received $179,222,497 
in principal repayments on original loans and vendee accounts, 
$21,475,577 proceeds from property sales, and charged off as loss on 
principal $45,380,102, for a total of $246,078,176. During the same 
period, $94,671,523 was added to borrower, vendee, and property 
accounts in the form of advances or capital charges to property, mainly 
for reconditioning. As a result, the balance of debtor and property 
accounts on June 30, 1939, was $2,629,952,937, a net decrease of 
$151,406,653 during the year.  

All together, through June 30, 1939, the Corporation's gross invest-.  
ment in loans and properties-aggregating $3,335,226,769 at that 
date-has been reduced by $705,273,832, or 21.15 percent of the total.  
Of this reduction, $648,636,965, or 19.45 percent of the gross total 
investment, is accounted for by sums actually received by the Cor
poration in the form of repayments on debtor accounts and of pro
ceeds from property sales; $56,636,867, or 1.70 percent of the gross 
total, represents losses sustained in the liquidation of loans, interest, 
and property.  

Reduction of total debtor and property accounts through June 30, 1939 

Amount Percent 

Gross investment in loans and properties, June 30, 1939-------............... $3, 335, 226 769 100 00 

Less repayments on original loan accounts through June 30, 1939------.......------601, 002, 640 ----
Less repayments on vendee accounts through June 30, 1939-------------... ---....... 13,179, 398 
Less proceeds from property sales through June 30. 1939--------.......----------- 34, 454,927 

Total------------.........-----------------------------------------648,636,965 19 45 

Less loss on principal sustained through June 30, 1939-----------.. ----------- 56, 636, 867 1.70 

Balance of loans outstanding and properties on hand, June 30, 1939 ---.... 2,629,952,937 78.85 

The progress in liquidation varies considerably among the different 
regions as indicated in Chart XLVI.  

As of June 30, 1939, the San Francisco region, including the Pacific 
and Mountain States, led with a reduction of the Corporation's gross 
investment by 28.48 percent, including losses sustained in the liquida

16 Debtor accounts include original loans and advances to borrowers, subsequent additions to the original 
loans, and intere t converted to principal by extension; they also include vendee accounts originating from 
property sales of the Corporation, and advances to vendees. Property accounts represent the book value 
both of property owned and property in foreclosure on which a foreclosure judgment has been obtained or 
foreclosure sale has been held subject to redemption period; they include unpaid interest on the loan accounts 
transferred to property accounts, the cost of initial repairs and improvements, and acquisition costs, taxes, 
etc., applicable to the period prior to the acquisition of absolute title.
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tion. On the other extreme, the New York region, which comprises 
New York, New Jersey, and the New England States, was far below 
the national average with a reduction of only 13.11 percent. It is 
known that in this area, home owners and real-estate values have been 
particularly affected by the turn in economic conditions in the early 
Thirties as evidenced by the excessive volume of repossessed real 
estate held by private financial institutions in that area.  

CHART XLVI 

REDUCTION OF THE GROSS INVESTMENT IN LOANS AND PROPERTIES 
THROUGH JUNE 30,1939, BY H.O.L.C. REGIONS 
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Along with the realization of assets, the bonded indebtedness of the 
Corporation has been gradually reduced. In accordance with the 
provisions of the Home Owners' Loan Act, all principal repayments by 
borrowers have been deposited regularly in the Bond Retirement Fund 
and used only for the retirement of bonds. By Board resolution, 
certain other receipts, such as cash proceeds from property sales and 
repurchases of investments in savings and loan associations, have 
likewise been applied to the retirement of bonds. Through June 30, 
1939, repayments of borrowers on their principal indebtedness 
amounted to $614,182,038, and other items applied to the retirement 
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of bonds aggregated $34,790,380, for a total of $648,972,418. Of this 
amount, $629,265,772 had been deposited in the Bond Retirement 
Fund through June 30, 1939, and $19,706,646 was deposited during 
July.  

The following table shows the disposition of the funds allocated to 
the Bond Retirement Fund through June 30, 1939: 

Applied to retirement of bonds --------------------------- $480, 048, 211 
Deposited with U. S. Treasury for retirement of matured bonds on 

which interest has ceased ------------------------------- 1, 356, 425 
Available for future bond retirement ----------------------- 147, 861, 136 

629, 265, 772 

The net reduction of the bonded indebtedness has been below the 
gross retirement of bonds as required by principal repayments of 
loans. The peak of bonds outstanding was reached on May 31, 1936, 
at about the same time the refinancing operations of the Home 
Owners' Loan Corporation were discontinued. At that date, bonds 
outstanding tothled $3,047,046,575. On June 30, 1939, bonds out
standing aggregated $2,949,305,025-a net reduction of $97,741,550 
over about three years. The discrepancy between the net reduction 
of the bonded indebtedness and the gross receipts applied to the 
retirement of bonds throws an interesting light on the liquidation 
problem of the Corporation. In the process of liquidation, the 
Home Owners' Loan Corporation has been obliged to acquire a 
substantial volume of properties and to expend considerable amounts 
on reconditioning, taxes, and insurance; it has sold many of these 
properties on extended terms of payment and has thus acquired 
vendee instruments in lieu of the original mortgage loans; and it has 
made advances to original borrowers and vendees for various purposes.  
Also, the Corporation has increased its investments in savings and 
loan associations-as authorized in the Home Owner's Loan Act
during the last few years. All these factors have offset, in part, the 
reduction of original loan balances and have naturally tended to retard 
the liquidation of the bonded indebtedness.  

ADMINISTRATION AND PERSONNEL 

Up to the end of the fiscal year 1939, the process of liquidation has 
involved shifts in the Corporation's activities rather than an appreci
able reduction of its work load. It was shown in preceding pages how 
the decrease in the number of 6riginal loans serviced has been offset 
in a large measure by an increase in the volume of acquired properties 
to be managed, sold, or rented, and by a rise of vendee accounts to be 
serviced. The volume of necessary reconditioning and of appraisal
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work is still high; foreclosure cases, although.less than in previous 
years, are still substantial in number.  

Again it should be borne in mind that the particular type of bor
rowers and properties with which the Home Owners' Loan Corporation 
has to deal, and the nation-wide operations of the Corporation present 
administrative problems of immense magnitude. The original bor
rowers of the Corporation were in heavy default and still require, in a 
large number of cases, considerable assistance in their efforts to re
habilitate themselves. The Corporation's activities, therefore, include 
many services for borrowers not normally required in the operations 
of private mortgage-lending institutions. Furthermore, the handling 
of the typically small loans made by the Corporation is relatively 
expensive since overhead expenses on an average mortgage loan of 
$3,000 are approximately the same as on an average l9an of $30,000.  
Finally, the Corporation services loans in almost every one of the 
3,073 counties of the United States, and the properties it had to acquire 
are similarly spread over the whole country.  

Despite the magnitude of its task and the continued complexity of 
its liquidation problem, the Corporation in the last few years has 
operated under steadily decreasing administrative costs brought about 
by contractions in organization and reduction in personnel, attendant 
upon the cessation of its refinancing operations, and by greater 
efficiency of management. This is illustrated by the following figures: 

In November 1934, when the peak in the number of offices main
tained by the Corporation and in personnel was reached, there were 
458 offices operating in the field, including regional, State, division, 
district, and other branch offices. On June 30, 1939, the number of 
administrative or supervisory offices of the Corporation was reduced 
to 66, including 10 regional, 52 State, division, and territorial offices, 
and 4 district offices. In addition, the Corporation maintained 110 
field stations at that date. Such stations have been established at 
points of loan concentration where collection facilities are needed but 
where no full offices are required. They permit close contact with 
the Corporation's borrowers at a minimum of expense. Most of these 
stations are in post office space or in the homes of HOLC representa
tives and involve no rental cost to the Corporation.  

On November 30, 1934, the personnel of the HOLC numbered 
20,811, of whom 2,762 were employed in the Washington office, and 
18,049 in the field. On July 1, 1939, this number was reduced to 
11,007, of whom 1,318 were employed in the Washington office, and 
9,689 in the field."7 

17 All these figures include employees on a per diem basis
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Administrative expenses, which include all salaries, reached their 
peak in the fiscal year 1936, in which the lending operations of the 
Corporation ceased; in that year they amounted to $35,881,600. In 
the fiscal year 1939, they were only $25,025,000, or approximately 
70 percent of the 1936 peak.  

The above data include various reductions in offices and personnel 
made during the fiscal year 1939. In that period the Boston Regional 
Office was closed and its operations transferred to the New York 

CHART XLVII 

TOTAL NUMBER OF EMPLOYEES* 
BY MONTHS, JULY 1935-JUNE 1939
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Regional Office. Furthermore, 15 divisional, district, and subdistrict 
offices were closed, and the number of field stations was reduced by 
63. In the Washington office, the organization was simplified by 
abolition of the general supervision over the six territorial districts 
through Assistant General Managers; since September 1, 1938, super
vision of territorial and field operations has been exercised by the 
General Manager through the department heads in charge of the 
operating divisions of the Corporation.  

From July 1, 1938, to July 1, 1939, the number of employees 
dropped from 13,140 to 11,007-a decrease of 2,133 employees, or 
by more than 16 percent, with an attendant reduction of $2,713,720 
in annual salary cost. Detailed information on the number of em-
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ployees on July 1, 1939, by departments, divisions, and sections, is 
given in Exhibit 63.  

In its personnel policy, the Home Owners' Loan Corporation is 
faced with a difficult problem. In the process of liquidation, the 
Corporation is forced to reduce its staff by large numbers each year; 
on the other hand, it needs a well trained personnel to carry out 
highly specialized tasks requiring experience and skill. With the 
prospect of continuous reductions in personnel because of liquidation, 
and with the increase in building activity and mortgage lending in 

CHART XLVIII 
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the last few years, many HOLC employees have sought and found 
positions in private business at better pay and have therefore volun
tarily resigned. The number of such voluntary resignations during 
the period from July 1, 1937, to July 1, 1939, was 3,058. It thus 
becomes increasingly difficult for the Corporation to retain its trained 
personnel against the competition of private employers who avail 
themselves of the opportunity to obtain employees well versed in the 
various economic, legal, and technical aspects of mortgage finance.  
The personnel policy of the Corporation, therefore, places growing 
emphasis on the development of incentives to more and better work 
by a fair plan of advancement and promotion, and on a more accurate 
adaptation of employees' ability to the Corporation's work through 
training on the job.
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Salaries paid by the Corporation are based upon the classification 
of positions as required in the President's Executive Order of June 21, 
1934. All positions, both in the field and in the home office, have been 
classified. Salary schedules have been worked out which provide steps 
within the grade and, except in cases in which a probationary period is 
obviously in order, new employees are started at the minimum of the 
range of the appropriate grade. Increases in salary are based upon 
ability and performance. An important factor in this process is an 
employee service rating plan which periodically records opinions of 
responsible supervisors concerning quantity and quality of work 
performed.
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