
PART III - REALIZATION AND LIQUIDATION

The Home Owners' Loan Act of 1933, as amended, authorized the Corpora-
tion to issue bonds for value not to exceed $4, 750,000, 000. The Corporation used
that authority to the extent of issues amounting to $3,489, 453, 550, leaving
$1, 260, 546,450 unused. Of the total issues for value, $2, 688, 215, 850 were ex-
changed for mortgages, $100, 000, 000 were used to acquire the capital stock of the
Federal Savings and Loan Insurance Corporation, and $701, 237, 700 were sold to
provide working capital. The Corporation was further authorized to refund its
bonded indebtedness. This authority was availed of to the extent of issuances to-
taling $5, 013, 865, 325 of which $2, 951, 515, 325 were issued for refunding purposes
and $2, 062,350, 000 were sold for refunding purposes. Bonds issued by the Corpo-
ration could not have a maturity date later than 1952. None did. The total issues
of bonds for all purposes aggregated $8, 503, 318, 875 embraced in 21 series of i s -
sues, all of which have heretofore matured or were called for retirement prior to
maturity. (See Schedule 4)

Section 4(k) of the Act, as amended, contains the following provision: "All
payments upon principal of loans made by the Corporation shall under regulations
made by the Corporation be applied to the retirement of the bonds of the Corpora-
tion. " The rules and regulations of the Corporation required segregated accumu-
lation, accounting control, and deposit of such funds in the United States Treasury,
which, under an agreement between the Corporation and the Secretary of the Treas-
ury, acted as agent for issuance of the Corporation's bonds, redemption of matured
or called bonds by funds deposited by the Corporation for that purpose, payment of
bond interest accruals from funds deposited by the Corporation for that purpose,. .
and for maintenance of records, controls, and audit and reporting of the transac-
tions. In addition to the funds required by law to be applied to the retirement of its
bonds, the Corporation's regulations provided for segregation and deposit for bond
retirement purposes, of the proceeds from sales of properties in entirety for cash,
down payments of cash on term sales of properties, repayments of principal on
term sales of properties, cash from partial sales (division of security property) of
properties, collections of foreclosure deficiencies, and capital credits derived
from rents received during management of properties prior to acquisition, sales of
mineral rights and easements, and cash received from savings and loan associa-
tions upon repurchase of the Corporation's investments therein. Following is a
summary of the aggregate accumulation of the above items.

Payments of principal - Mortgage Loans $ 2,465, 048, 886. 28
" " " - Vendee Accounts 686,775,917.25

Cash Sales ' 49,192,263.95
Sundry Capital Credits 9,141, 962. 73
Cash - savings and loan investments 223,856, 710.00

$3,.434, 015, 740.21

By the end of January 1950, the Corporation had deposited with the
Treasurer of the United States funds sufficient for redemption of all Home Owners'
Loan Corporation bonds and for payment of all interest accruals thereon. The cash
thus deposited consisted of $3, 226,158, 855.48 of the above tabulated segregated
funds plus $135, 027,641. 07 of proceeds from disposition of assets and realized net
income, a total of $3, 361,186,496. 55. The aggregate of bonds issued and retired
are summarized in the following statement.
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HOLC Bonds Issued, Retired and Outstanding

Bonds issued
In exchange for mortgages *2,688, 215, 850.00
In payment for capital stock of Federal

Savings and Loan Insurance Corporation 1 0 ° . 000, 000.00
Sold for cash for other than refunding

purposes 701. 237, 700. 00
Total issued for value $3, 489, 453, 550. 00

Sold for refunding purposes $2, 062, 350, 000. 00
Issued in connection with refunding

outstanding bonds 2,951.515.325.00
Total refunding issues 5, 013. 865. 325. 00
Total bonds issued $8, 503, 318, 875. 00

Bonds retired and refunded
Retired and redeemed $3,488,198.475.00
Refunded 5.013.823,675.00 $8.502,022,150.00

Bonds outstanding June 30, 1951 $ 1. 296, 725. 00

Consisting of:
4% Issue of July 1. 1933, called

July 1, 1935 $ 72,850.00
3% Series A of May 1, 1934, called

May 1, 1944 707, 175. 00
2-3/4% Series B of August 1, 1934,

called August 1, 1939 404, 400. 00
2-1/4% Series G of July 1, 1935,

called July 1, 1942 70, 650.00
$ 1,255,075.00

1-1/2% for refunding of Series M
called June 1, 1945 41, 650.00

Represented by funds held by U. S. ~ ~
Treasury

The elements, other than refundings, involved in liquidation of liability for bonds issued
are summarized as follows:

Cash, statutory and regulatory accumulations,
transferred to U. S. Treasury $3,226,158,855.48

Cash, proceeds from disposition of
assets and realized income, transferred
to U. S. Treasury 135, 027. 641.07

™ * u J u $3,361,186,496.55
Discount on "bonds purchased for

retirement n 2 g 4 4 # 5 4

Cancelation of liability as consideration
for transfer to the United States of title
to the Federal Home Loan Bank Board
Building 2,072.358.93

Cancelation of liability as consideration
for transfer to the U. S. Treasury of the
Corporation's investment in the capital
stock of the Federal Savings and Loan
Insurance Corporation and the accrued
interest thereon 125.181.749.98 128,154,108.91

Bonds redeemed by United States Treasury 3' 4 8 8 ' l g 8 ' 4 7 5 [ 00
Funds held by U. S. Treasury for re- — ' ! ! : —

demption of outstanding bonds in face
amount as detailed in the foregoing state-
m e n t $ 1.255,075.00
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The Corporation's liability for its capital stock was $200, 000, 000, receipts
for all of which were held by the Secretary of the Treasury for the United States.
Section 4(k) of the Home Owners' Loan Act of 1933, as amended, authorized and di-
rected the Corporation to retire and cancel the stock of the Corporation as rapidly
as its resources would permit, and in connection with such retirement, specified
that there be paid into the Treasury of the United States the reasonable value of the
stock as determined by the Board. During December 1949, the Board determined
that the par value of the Corporation* s capital stock was its reasonable value and
authorized the General Manager to effect retirements from time to time as excess
funds became available therefor. Retirement started during March 1950 and was
completed during December 1950, as of the close of which, the Corporation's capi-
tal stock liability had been liquidated, $200, 000, 000 par value had been paid into
the Treasury of the United States, and the receipts representative of the stock had
been canceled. The funds used by the Corporation to effect retirement of its capi-
tal stock consisted of $196, 000, 000 derived from payments upon principal of loans,
etc., which, after December 1949, were not needed for retirement of bonds, and
$4, 000, 000 of other excess funds of the Corporation. An itemization of the capital
stack issues and retirements appears on page 4.

Acceleration of Payments

The Corporation's mortgage contracts expressly permitted the home owners
to pay off their loans before maturity without penalty, and to accelerate maturity by
making larger or more frequent payments than were stipulated. The Corporation
encouraged such prepayments and many of its borrowers voluntarily availed them-
selves of these benefits, particularly during and after World War II. There was a
resultant yearly accelerated reduction in both loan balances receivable and in the
number of loan and vendee accounts. During 1944, the Corporation closed out its
portfolio of mortgage loans in the Territory of Hawaii by contract sale and assign-
ment of 255 accounts to a syndicate composed of seven savings and loan or building
and loan associations. A net premium of $2, 623. 24 was earned on that transaction.

In March 1948, the Corporation initiated a program designed to accelerate
maturity of accounts with balances up to $300. The home owners were urged by
letter to pay off their balances in full, if possible, or to refinance them through
local lending institutions of their own choice, or, if neither alternative was possible,
to increase their stipulated installment payments so as to foreshorten the remaining
term of their loans. At the same time, a program designed to accelerate close-
out of the Corporation's portfolio in States having aggregate loan balances approxi-
mating $1, 000, 000 was initiated. This program, started in one State, expanded by
inclusion of one or more additional States per month, ultimately embraced 20
States. Representatives of the Corporation negotiated with financial institutions
with a view toward the refinancing of groups of accounts in the localities served by
such institutions. All of the Corporation's borrowers in the States involved in this
program were notified by letter requesting that they (1) make every effort to pay
off their accounts, (2) if unable to do this, refinance through institutions of their
own choice, or (3) refinance through institutions which the Corporation had found
capable of and agreeable to refinancing of its accounts in general accord with the
terms and conditions of the Corporation's mortgages. The Corporation's repre-
sentatives assisted the borrowers and the institutions in negotiation of refinancings.
About 50 per cent of the aggregate number of accounts in the States at inception of
the program in the States were paid off as regular paid-in-full cases or as a result
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of refinancing. Sale or assignment, to financial institutions, of the remainder was
negotiated, largely in bulk groups of accounts at the par value of the accounts in-
volved.

In June 1949, after previous consultations with the House and Senate Inde-
pendent Offices Appropriations Subcommittees and the Chairmen, House and Senate
Banking and Currency Committees regarding the complete liquidation of (realization
on) the Corporation's outstanding mortgages by June 30, 1951, the Home Loan Bank
Board, which serves as the board of directors of the Home Owners' Loan Corpora-
tion, instituted a program to sell or assign all such mortgages by publicly offering
them for sale on a State-wide basis. The first public offering was made on June 6,
1949 for the sale of the New York State loan portfolio. A bid was accepted and the
contract of sale executed on September 1, 1949. Sale of the loan portfolio of a total
of 30 States and the Territory of Puerto Rico was effected on the above basis. The
last three contracts were executed in November 1950 and delivery of all accounts
under all of the contracts was completed by the end of March 1951.

As of June 30, 1949, about 60 days prior to start of deliveries under the
above contracts, the Corporation's entire loan portfolio included 201, 338 loan and
vendee accounts with aggregate balances of $319, 342,497.17. Normal billing, col-
lection, accounting, and other operating activities were maintained on each account
until shortly before the date set for delivery. At that time, the account was with-
drawn from loan accounting and placed under control for assignment. Any pay-
ments received thereafter were segregated and controlled for return to the home
owner or delivery to the assignee for credit to the assigned account. The contracts
provided minimum and maximum monthly delivery limitations within which batches
of accounts were designated for delivery from time to time during the month. Since
accounts were maintained in an active status until designated for delivery, the ag-
gregate balance of loans receivable reduced from day to day by application of in-
stallment and other payments, and the number of accounts was reduced by receipt
from home owners of cash in full payment of their accounts. - Of the total of 201,338
accounts on hand June 30, 1949, there were 53, 732 paid in full in the course of
-regular operations, 141, 869 were delivered to the assignees or their designees
under the State-wide contracts, and 5, 737 were delivered to other assignees. The
Corporation received a premium on the sale of its accounts under 27 of the State-
wide contracts, under 2 of them it received par value, and under 2 it had to allow a
discount. Premiums amounted to $2, 239, 025. 87 and discounts $19, 533. 97. As
mentioned heretofore, the Corporation received a premium of $2, 623. 24 in 1944
on the sale of its Hawaii accounts. Thus, the net over-all premiums from sale of
accounts amounted to $2, 222,115. 14.

On page 33 is a statement showing in National summary and by States the
number of accounts at June 30, 1949, the number thereafter terminated by regular
payment-in-full and by assignment, the number assigned under State-wide contracts,
the aggregate balances of such assignments, the premium or discount basis of the
sales, and the dollar amount of premiums earned and discounts allowed.
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LOAM ACCOUNTS LIQUIDATIOM REPORT
FISCAL SEARS 1950 AND 1 9 5 1

United States.

Alabama,. . . .
Arizona, . . .
Arkansas . . .
California . .
Colorado . . .
Connecticut. .
ft A! Bugps4SCLCLHCU Q . . .

Florida. . . .
Georgia. . . .
Idaho
I l l i n o i s . . .
Indiana. . . .

Kansas . . . .
Kentucky . . .
Louisiana. . .
Maine
Maryland . . .
Massachusetts.
Michigan . . .
Minnesota. . .
Mississ ippi . .
Missouri . . .
Montana. . . .
Nebraska . . .
Nevada . . . .
New Hampshire.
New Jersey . .
New Mexico . .
NevXbrk . . .
North Carolina
North Dakota .
Ohio . . . .
Oklahoma . . .
Oregon . , . .
Pennsylvania .
Rhode Island .
South Carolina
South Dakota .
Tennessee. . .
Texas
Utah
Vermont. . . .
Virginia . . .
Washington . .
West Virginia.
Wisconsin. . .
Wyoming. . . .
Dist . of Col.
Hawaii . . . .
Puerto Rico. .

No. on
TTsnr)ilaiiu

6/30/49

201.338

3,768
629

1,217
4,464
1,332
3,011

57
2,292
2,734

136
15,003
5,858
2.532
3,072

• 1,422
2,259

196
3,175
9,055'

12,265
3,225
1,04$
5,403

72
2,390

24
14,670

77
40,938
2,424

449
13 880
2,844

236
15,495
1,529

657
561

2,495
5,913

771
" 42

2,314
1,043
1,466
6,377

1
369

148

Regular

53.732

1,240
81

350
1,975

460
655

17
680
899

5
5,369
2,339

810
854
394
902
67

1,088
1,732
3,788
1,293

293
1,775

14
617

7
2,575

36
4,321

794
102

4,781
944

7
4,786

198
120
108
809

2.437
200

12
978
189
546

1,910
_

137

38

Assigned

147.606

2,528
548
867

2,489
872

2,356
40

1,612
1,835

131
9,634
3,519
1.722
2,218
1,028
1,357

129
2,087
7,323
8,477
1,932

755
3,628

58
1,773

_
17

12,095
41

36,617
1,630

347
9.0997 , W77

1,900
229

10,709
1,331

537
453

1,686
3,476

571
30

1,336
854
920

4,467
1

232

110

Number

141.869

2,528
_

688
2,489

422
2,356

1,612
1,835

9,634
3,519
1,722
2,218
1,028
1,357

45
2,087
7,323
8,477
1,932

659
3,628

_
1,773

—
12,095

_
36,617
1,630

_
9.0997JU//

1,900
-

10,709
1,331

-
81

1,686
3,476

_
1,336

-
-

4,467
-

_
no

Assigned under State Contracts
Principal ~
Balances

$»/,*,328 373.67

2,732,104.46

624,339.36
3,315,750.12

459,735.93
5,136,558.32

1,822,558.52
2,080,099.65

18,350,712.81
3,072,524.14
1,488,102.39
1,897,552.14
1,333,876.01
1,688,370.53

44 602.87
2,871,587.04

.-15,073,207.78
11,917^179.07
2,038,153.58

- 646i72942'
4,403,134.44

_
1,614,224.50

25,866,575.99
_

92,140,499.21
2,017,968.99

_
11.648.093.10•Ji Jl J W»|A^ J W y ^ V^rW

1,685,503.28
-

13,366,436.32
2,516,567.11

-
71,910.17

1,711,583.33
2,824,342.74

1,572,587.71
-
-

7,044,465.81

-
_

150,736.83

rremiuiR
Percent

$2

100.15
_

Par + $501
101.51
100.1
101.28

Par + $501
Par + $101

101.052
101.67
101 01UX«U

101.266
102.3 + $2,600
Par
90.0
Par + $10,000
101.5 + $2,213
100.63
101.55

~Par'+ $560
100.51

— j

100.25
_

102.0 + $10,000
_

100.25 & 100.35
Par + $1,000

101.5 + $1,005
101.756

-
101.755
102.5

-
Par
100.01325
100.55

Par
-
-

101.27
-
-
_

90.0

Amount

,219.491.90

4,098.28

501.00
50,067.84

460.69
65,747.97

501.00
101.00

193,049.57
51,311.13
14,881.05
24,022.98
33,273.88

_
L Z60 29*

10,000.00
228,340.04
75,078.19
31,591.38

560.0O--
22,456.02

_
4,035.56

_
527,331.42

_
292,261.18

1,000.00
-

175,726.35
29,600.70

-
234,580.99

62,914.19
-
-

534.89
15,533.89

_
-
-
-

89,464.68
-
-
_

15,073.68*

* Indicates Discount
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The Corporation's original investment in mortgage loans of $3,093,451,321.01
was increased by supplementary advances for payment of taxes, insurance, main-
tenance and reconditioning, and by capitalization of delinquent interest, foreclosure
and other acquisition costs totaling, in all $405, 451, 791. 37 which made the gross
cumulative investment $3, 498, 903,112. 38. Of this, the Corporation realized
$3,161, 748, 876.18 by collection of principal repayments, including the principal
balances of loans sold or assigned, on its mortgage loan and vendee accounts, cash
from sale of properties, and other property credits. The Corporation had a capital
loss of $337,154, 236. 20 on its investment in mortgage loans. Operating losses
amounting to $862, 470. 78 also were sustained resulting from fidelity and casualties,
fire and other hazards and other miscellaneous losses. Total losses from all
causes, thus, amounted to $338, 016, 706.98 and were completely offset by an ex-
cess of $352, 082,148. 74 of income from operations over the expense of operations,
leaving an accumulated surplus of $14, 065,441. 76. The foregoing is summarized
in more detail in the following table:

Capitalization, Realization and Liquidation

Capitalization
Original amount of loans $3, 093, 451, 321. 01
Capitalized additions:

Advances - mortgage loans $ 183,427,702.23
Advances - vendee accounts 9,249,682.10 192,677,384.33
Interest converted to principal:

Mortgage loans 6, 525, 327. 75
Vendee accounts 205,917.96 6, 731,245. 7^

Interest transferred to property:
Mortgage loans 53,038, 264. 78
Vendee accounts 322,580.91 53, 360, 845.69

Property charges 152, 090, 931. 61
Charges direct to reserve 591, 384. 03

Total capitalization 3, 498, 903, 112. 38

Realization
Principal credits:

Mortgage loans
Vendee accounts

$2,465,048,886.28
593, 077, 426.96

Cash proceeds - property.sales (net)
Property credits (less term partial sales)_

Total capital losses

Operating Expense and Loss
Expenses:

Interest on bonded indebtedness
Administrative expenses
Property management and sales

expenses
General miscellaneous expenses

Losses:
Fidelity and casualties
Fire.and other hazards
Investments and miscellaneous

3,058,126,313.24
94,480,600.21
9,141,962.73

660,738,136.59
272,767,676.61

112,826,733.45
18,720,134.12

372,053.31
367,535.65
122,881.82

3, 161, 748, 876.18
337, 154,236.20
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Forward $ 1, 403, 069, 387. 75

Operating Income
Interest - mortgage loans and advances $1, 055, 792, 756. 97
Interest - vendee accounts and advances 136, 223, 865. 56
Dividends and interest from investments 74, 380, 281. 62
Property management rental income 138, 645, 668. 78
Premium - sale of loan accounts 2, 241, 649. 11
Miscellaneous operating income 9, 850, 607.47 1, 417, 134, 829. 51

Surplus from liquidation
(see Schedule 2) $ 14,065,441.76
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