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We a re  a ll  fr u s tr a te d  by the ex ten t to w hich  govern m en t in te r fe r e s  

w ith  our b u s in e s s e s ,  and the exten t to w hich w e a re  req u ired  to co m p le te  

go v ern m en t fo r m s  and m ain ta in  g o vern m en t r e c o r d s , I am  ju st as fr u str a te d  

about it a s  C hairm an of a g o v ern m en ta l agen cy  as you a r e . What can be done 

about it?

The quantity of pap er c r o s s in g  m y d esk  as  C hairm an of the FPIC  is  

o v erw h elm in g . 1 have a sk ed  our M anagem ent S y s te m s  O ffice  to rev iew  the 

pap er flow  a c r o s s  m y d esk  and have d isc o v e r e d  that I w ill  r e c e iv e  to rev iew  

and resp on d  to , on an a v e ra g e , 28 le t t e r s ,  m em oran d a , r e p o r ts , C o n g r e s ­

s io n a l in q u ir ie s , B oard of D ir e c to r s  c a s e s ,  e t c , , each  day throughout each  

y e a r  of m y  te r m . In ad d ition , I w ill  have 10 sep a ra te  ite m s  p er  day fo r  m y  

sig n a tu re  and m y s e c r e ta r ie s  w ill handle 75 phone c a lls  p er  day, m any of 

w hich w ill  p a s s  through to m e . By i t s e l f ,  th a t's  a la r g e  pap er load; when  

you c o n s id e r  the p ro b lem  c re a te d  by an a b sen ce  fro m  the o ff ic e  for  a few  

d a y s , i t ' s  an o v erw h elm in g  load . C le a r ly , som eth in g  has to be done about 

the flow  of w ork a c r o s s  the d esk  of the C hairm an of the FPIC and I am  in  

the p r o c e s s  of doing som eth in g  at the p r e se n t t im e .

I know that each  of your d esk s  h as m o re  than enough w ork on it  but 

I hope that you h ave had a b e tter  plan for  reso lv in g  the paper load p ro b lem  

than w e have had, I know you a lso  g en era te  paper s in c e  so m e of the pap er  

I r e c e iv e  c o n s is t s  of le t te r s  fro m  banks com p la in in g  about the vo lu m e and 

co m p lex ity  o f r ep o rts  they a re  req u ired  to f i le  w ith the F P IC , Som e of it 

c o n s is t s  of p r o p o sa ls  or ig in a tin g  w ith our sta ff or w ith  the F e d e r a l R e se r v e
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su g g estin g  add ition al su r v ey s  to be c o lle c te d  fro m  banks. Som e of it c o n ­

s i s t s  of co rresp o n d en ce  fro m  the O ffice  of M anagem ent and B udget and the  

C o m m iss io n  on F e d e r a l P ap erw ork  ask ing what I am  doing to m e e t m y  

o b lig a tio n s  to red u ce the flow  of F e d e r a l paperw ork* The P r e s id e n t has  

d ir e c ted  each  agen cy  head to red u ce the rep ortin g  burden fro m  the public  

by 10 p e r ce n t th is  y e a r , And so m e of it c o n s is t s  of le t te r s  fro m  roe to the 

c h ie f  ex ec u tiv e  o ff ic e r  of the nonroem ber banks in the cou n try  ca rry in g  a 

m e s s a g e  about à new  reg u la tio n  or  p o lic y  s ta tem en t or so m e continuing  

req u est fo r  data fro m  the banks,

When I began  w ritin g  th is  sp eech , I had in m ind d isc u ss in g  m y d e s ir e  

to red u ce  the am ount of tim e  and m on ey  banks have to spend com p ly in g  w ith  

g o v ern m en ta l reg u la tio n s and reducing the paper banks have to subm it to 

W ashington. A s I a ttem p ted  to w r ite  th is , h o w ev er , I found that X could o ffer  

v e ry  l it t le  b e s id e s  d e s ir e  w hen it c o m e s  to reducing gov ern m en ta l r eg u la tio n s. 

C o n g ress  and the a g e n c ie s  a re  under g rea t p r e s s u r e  fro m  a g rea t v a r ie ty  of 

groups (including banks) to p a ss  le g is la t io n  or p rom u lgate  reg u la tio n s to 

c o r r e c t  r ea l or p e r c e iv e d  abuses* When le g is la t io n  is  p a ssed  by C o n g r e ss , 

reg u la tio n s  freq u en tly  m u st be p rom u lgated  by the a g e n c ie s  to im p lem en t  

the le g is la t io n . The F P IC , th e r e fo r e , p ro m u lg a tes  reg u la tio n s and is s u e s  

p o licy  s ta te m e n ts , and w ill  continue to , a s  w ill  the C om p tro ller  of the 

C u rren cy , the F e d e r a l R e se r v e , the F e d e r a l H om e Boan Bank B oard , and 

ev ery o n e  e ls e .  I w ish  I could be m o re  o p t im is t ic , but I can 't. P r e s s u r e  

grou p s a re  s im p ly  too w e ll o rg a n ized , co n cep ts  of ap p rop ria te  b u s in e s s
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a c tiv ity  have changed , the g overn m en t is  accep ted  (r igh tly  or w rongly) a s  

the a n sw er  to d ifficu lt p r o b le m s , and a b u ses  in  banking continue to su r fa c e ,

1 then d ecid ed  to d is c u s s  so m e of the rep o rts  req u ired  by the FDIC; 

the u tility  of th e se  r ep o rts  to banks; w hat, if  anything, the C orporation  can  

do to red u ce the num ber of rep o rts  subm itted  to it or  to red u ce the c o s t  and 

d ifficu lty  of p rep arin g  them ; and fin a lly  to m ak e so m e co m m en ts  about the  

in o rd in a te ly  high e r r o r  ra te , the ta r d in e ss  of rep ort su b m iss io n s , and 

sta tu tory  p e n a lt ie s  that the C orporation  w ill  begin  invoking fo r  continued  

g r o s s ly  inadequate or  tard y  rep o rtin g . S in ce th ese  co m m en ts  a re  not a ll  

good e ith e r , I d ecid ed  to wind up w ith a com m en t or two on w ays the C orp o­

ration  has a ttem p ted  to sp eed  its  d e c is io n  p r o c e s s e s  by d elegatin g  to our 

reg io n a l o f f ic e s  and by exped iting  handling w ith in  the C orp oration . At le a s t  

that should be good n ew s.

Turning to r e p o r ts , we should look  f ir s t  at the R ep orts of Condition  

and R eports of Incom e w hich c o m p r ise  the m ajor part of the FD IC 's rep orting  

and s ta t is t ic a l  op era tio n , E ach in su red  bank p r e p a r es  R ep orts of Condition  

fou r t im e s  a y e a r , and a R eport of Incom e, startin g  th is  y e a r , tw ice  each  

y e a r . T h is am ounts to o v er  8 5 ,0 0 0  rep o rts  com ing to W ashington each  y e a r ,  

or s ix  per bank.

You a re  a ll fa m ilia r  w ith th e se  R eports s in ce  each of your banks has  

b een  subm itting th em  for  y e a r s  and y e a r s  and s in ce  the R eports r e se m b le  

the fin a n c ia l s ta tem en ts  w hich  a ll  of you m u st p rep a re  annually for  one 

p u rp ose  or an oth er. O r ig in a lly , the in form ation  on the ind iv idu al R ep orts
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of C ondition and Incom e w as u sed  p r im a r ily  by the FDIC to m on itor  the  

c o lle c t io n  of a s s e s s m e n t s  of in su red  b an ks. F or a ll  bank reg u la to ry  

a g e n c ie s , State and F e d e r a l, th ey  c o m p r ise  the b a s ic  in form ation  w e  

r e c e iv e  on ind iv id u al banks b etw een  p er io d ic  ex a m in a tio n s . If it w e re  not 

for  our a b ility  to fo llo w  the p r o g r e s s  o f so m e banks on th is  b a s is ,  m o re  

freq u en t exam in ation  or o th er  su p e r v iso r y  p r o c ed u r es  w ould be n e c e s s a r y .  

T his su p e r v iso r y  u se  h as b een  in c r ea s in g  s in c e  th ese  routin e R ep orts of 

C ondition and Incom e a re  the b a s ic  raw m a te r ia l for e ffo r ts  at the FDIC  

and o th er  a g e n c ie s  to d es ig n  " early  w arning" or s ta t is t ic a l  su r v e illa n c e  

s y s te m s . T his in c r ea s in g  u se  a s  an ongoing su p e r v iso r y  too l dem ands  

a c cu ra c y  and t im e lin e s s  of the data.

In add ition  to our own u se  of th e se  data, w e have b een  ab le  to p rep are  

s ta t is t ic a l rep o rts  for  a ll banks - -  e .g .  , provid ing data on a v a r ie ty  of 

op eratin g  r a t io s , com paring each  bank w ith o th er  banks in the sa m e sta te  or  

s m a lle r  geograp h ic  a r ea , e tc , - -  that have b een  u sed  by m any o th e r s . T h ese  

co m p a ra tiv e  r ep o rts  h ave been  r e c e iv e d  e n th u s ia st ic a lly  by the banks (p a r­

t ic u la r ly  by the banks that co m e off w e ll in the c o m p a r iso n s), and b an k ers  

se e m  to be m aking in c r ea s in g  u se  of th ese  data for  a n a ly s is  of th e ir  own 

o p e r a tio n s , the o p era tio n s  of co rresp o n d en t banks, and the o p era tio n s of 

banks th ey  deal w ith in the F e d e r a l funds m a rk et. A gain , th ese  c o m p a r iso n s  

a r e  va lu ab le  on ly  if the data a re  t im e ly  and a ccu ra te .

A g g reg a te  data com p iled  fro m  th e se  R eports (and m any oth er rep o rts)  

have b een  an im p ortant part of the fin a n c ia l in form ation  r e lie d  on by the
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F e d e r a l R e se r v e  in ca rry in g  out m o n eta ry  p o lic y . The a g g reg a te  s ta t is t ic s  

a re  a lso  u sed  by oth er govern m en t a g e n c ie s  for  a v a r ie ty  of p u r p o se s . M ore  

r e c e n tly , p a r tic u la r ly  s in ce  both R ep orts b eca m e  p u b lic ly  a v a ila b le  in 1972, 

the u se  has m u ltip lied . Now bank a s s e t  and lia b ility  and in co m e in form ation  

is  a lso  u sed  by;

* banks that w ish  to know how th e ir  c o m p e tito r s  a r e  doing;

3# fin a n c ia l a n a ly sts  and m a rk et r e s e a r c h e r s  in banks and 
u n iv e r s it ie s  ;

* con su ltin g  f ir m s , bank a s s o c ia t io n s , and rep ortin g  
s e r v ic e s  who buy com p u ter ta p es  of th ese  data, p er fo rm  
th e ir  own a n a ly se s  and o ffer  th e se  a n a ly se s  for sa le ;

f  bank sto ck h o ld ers  in te r e ste d  in th e ir  in v e s tm e n ts;  and

* co rp o ra te  t r e a s u r e r s  seek in g  in form ation  on w hich to 
b a se  th e ir  s e le c t io n  of banks as d e p o s ito r ie s  or  le n d e r s .

F a s t  y e a r , for  ex a m p le , w e f il le d  1, 250 ind iv id u al r eq u e sts  for  R eports of

C ondition and Incom e in volv in g  a to ta l of 24, 000 d ocu m en ts. About half of

th e se  r eq u e sts  ca m e fro m  b an ks, but in d iv id u a ls (p a rticu la r ly  la w y e rs ) a lso

ask ed  for  th e se  R ep orts in s iza b le  n u m b ers. A s of the end of M ay th is y e a r ,

w e had f i l le d  820 req u ests  invo lv ing  o v er  16, 000 d ocu m en ts, s ig n ifica n tly

h ig h er  than the com p arab le  p er iod  la s t  y e a r . F o r ty -th r e e  of th e se  r eq u e sts

o r ig in a ted  in C olorado and c o v er e d  p r im a r ily  C olorado ban ks. C le a r ly , th ere

is  in te r e s t  in the R eports of C ondition and Incom e.

I have b een  con tin u a lly  am azed  at the vo lu m e of e r r o r s  m ade by banks 

in com p letin g  th e se  req u ired  R ep o rts. Som e of th ese  e r r o r s  m ay be due to 

the co m p lex ity  of the rep ortin g  r eq u irem en ts , or to the inadequacy of our
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in s tr u c tio n s , but n e ith er  co m p lex ity  nor inadequacy on our part can exp la in  

the fo llow in g  am azing  fa c ts  cu lled  from  State non m em ber R ep orts f ile d  for  

the D ecem b er  31, 1975, C all;

* 112 R ep orts in d icatin g  that the banks w e re  op eratin g  
w ithout any cu rren cy  or co in s  or w ithout com m on stock ,

i  1, 184 banks rep ortin g  that they w ere  op eratin g  w ithout 
any e m p lo y e e s , and

* 2 ,4 0 0  banks ind icating  e ith er  that they had in co m e on 
th e ir  Incom e R eport fro m  a s s e t s  that th e ir  R eport of 
C ondition in d ica te s  that they did not h ave, or  that they  
had no in co m e fro m  earn ing a s s e t s  that th e ir  R eport of 
C ondition show ed th em  as h old ing.

By far  the m o st  com m on  e r r o r s  in the R eports a re  m a th em a tica l or  

m e c h a n ic a l. That i s ,  to ta ls  that do not equal the sum  of the su b to ta ls , or  an 

ite m  in the R eport of C ondition not a g ree in g  w ith the sa m e ite m  in the R eport 

of Incom e. F or  ex a m p le , banks rep ort to ta l ca p ita l as of y e a r -e n d  in both  

the Incom e R eport and the R eport of C ondition. O b viou sly , a ccu ra te  rep orting  

w ould find to ta l ca p ita l the sa m e in both R ep orts but w e have hundreds of banks 

that rep ort a d ifferen t fig u re  in the two R ep o rts. A lm o st h a lf of a ll e r r o r s  

handled  by our sta ff a re  of th is  so rt.

In to ta l, out of the 8, 600 in su red  n on m em b er c o m m e r c ia l banks that 

su bm itted  R eports of C ondition and Incom e to us at y e a r -e n d  1975, no l e s s

* /  N ational banks subm it th e ir  R ep orts to the C o m p tro ller  of the C u rren cy , 
State m em b er  banks subm it th e ir s  to the F e d e r a l R e se rv e  S y ste m . The FDIC  
u lt im a te ly  p r o c e s s e s  data from  a ll the banks on its  co m p u ters . F r r o r  ra te s  
for  a ll  banks appear to be about the sam e as  the e r r o r  rate  fo r  State n on ­
m em b er  banks.
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than 54 p ercen t of a ll  the R ep orts of C ondition, and 84 p ercen t of the R ep orts  

of Incom e fa iled  to p a s s  one or m o re  of the in it ia l t e s t s  in our v e r if ic a t io n  

p r o c e d u r e s . The to ta l num ber of ed it m e s s a g e s  (p otentia l e r r o r s )  ca m e  to 

5 1 ,3 1 8  for y e a r -e n d  1975 R eports of C ondition and R ep orts of Incom e, Both  

the banking in d u stry  and the FDIC should be e m b a r r a sse d  by that num ber - -  

the banking in d u stry  b e c a u se  its  m e m b er s  a re  subm ittin g  such sloppy R ep o rts, 

and the FDIC b e c a u se  it has to le r a te d  such rep o rtin g .

R et m e  em p h a size  that the la r g e s t  s in g le  ca te g o ry  of e r r o r s  w as  

m a th em a tica l or lo g ic a l e r r o r s ,  e r r o r s  w hich  only  a m o d est am ount of c a re  

and co n cern  on the part of the rep ortin g  banks could  e lim in a te .

Not only  is  the in form ation  w e g e t on R eports freq u en tly  in e r r o r ,  

it  is  a lso  freq u en tly  la te , C u rren tly , the R eport of C ondition is  due w ith in  

ten  days a fter  the C all date, and the R eport of Incom e is  due th irty  days a fter  

the end of the rep ortin g  p er io d , a backw ards ord er  fo r  rep ortin g  if l  have  

ev er  seen  one — m o re  about th is  la tte r . F o r  y e a r -e n d  1975, 481 banks 

w e re  delinquent in subm itting one or m o re  of the R ep orts at the end of 

January (the fin a l R eport did not co m e in until 73 days a fter  y e a r -e n d ), Of 

c o u r se , the v a s t  m a jo r ity  of banks do rep ort rea so n a b ly  prom p tly , but even  

a sm a ll num ber of delinquent R ep orts can ca u se  se r io u s  d e la y s  in p r o c e s s in g  

s in c e  e r r o r s  a re  often  found on the delinquent R ep o rts, and that m ea n s fu rth er  

d e la y s  for  c o r r e c t io n s .

It m ak es v e ry  l it t le  s e n se  fo r  us to p u b lish  any data b e fo re  w e have  

r e c e iv e d  a ll  of the R eports fro m  a ll of the banks. A s of the p r e se n t t im e ,
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data fro m  our C ondition R eport and Incom e R eport a re  p u b lish ed  a p p ro x i­

m a te ly  four m onths a fter  the date of the C all; if a ll  banks w e re  to rep ort  

w ith in  th irty  days c o r r e c t  in form ation  on both R eports» w e could p u b lish  

that data w ith in  fifty  days of the C a ll, cutting the tim e  lag in h a lf and saving  

thousands and thousands of d o lla r s .

I r ec o g n iz e  that the rep ortin g  req u irem en ts  of the R eport of Condition  

and the R eport of Incom e a re  ra th er  co m p lex , and th ey  have tended to b eco m e  

m o re  co m p lex  o v er  t im e . To so m e ex ten t, that is  a r e f le c t io n  of so m e  change  

in  the u se  of the R ep orts fro m  a s ta t is t ic a l one to one of serv in g  as the b a s ic  

public fin a n c ia l R eport of the bank. T h is h as led  us to change the accounting  

req u ired  in the d irectio n  of " g en era lly  accep ted  accou ntin g p r in c ip le s . " Som e  

of th e se  ch an ges h ave added co m p lex ity , and have led  to co m p la in ts  from  

ban ks. We r e c e iv e d  qu ite a vo lum e of co m p la in ts  a few  y e a r s  ago , fo r  

ex a m p le , when w e req u ired  that banks w ith o v er  $25 m illio n  in a s s e t s  p rep a re  

th e ir  R eports on the b a s is  of a ccru a l accou n tin g . Many hanks in the a ffec ted  

s iz e  range com p la in ed  that a c cr u a l accounting w as ju st too co m p lica ted  for  

th em . I c o n fe s s  that I find it d ifficu lt to f e e l  a g r ea t d ea l of sym pathy w ith  

the m an agem en t of a $25 m illio n  bank, that is  in the b u s in e ss  of m aking lo a n s  

and analyzin g  the fin a n c ia l s ta tem en ts  of b o r r o w e r s , c la im in g  that a ccru a l  

accou ntin g is  too co m p lica ted .

It w as ad h eren ce  to g e n e ra lly  a ccep ted  accounting p r in c ip le s  that led  

us to req u ire  a breakdow n of the loan  lo s s  r e s e r v e  into a va lu ation  p ortion , 

a d e ferred  lia b ility  p ortion , and a con tin gen cy  p ortion . T h ere I con ced e  that
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the accou ntin g and the accom p an yin g  tax ca lcu la tio n s  have b eco m e  c o m p li­

ca ted . We have a lso  added add ition al detai] on ty p es  of lo a n s and m atu rity  

d istr ib u tio n  of s e c u r it ie s  that have in c r e a se d  the rep ortin g  burden on the  

b an ks. F or  the m o st  p a rt, h o w ev er , X f e e l  that the in form ation  req u ired  in 

the R eport of C ondition and the R eport of Incom e is  in form ation  that the  

banker should have in o rd er  to run h is  bank e ffe c t iv e ly . Som e b an k ers  

co m p la in , for  ex a m p le , about our req u irem en t that the bank, even  if it  is  

op eratin g  on a ca sh  b a s is ,  m u st e s t im a te  the ta x e s  due on it s  cu rren t y e a r 's  

in co m e , It s e e m s  rea so n a b le  to con c lu d e , h o w ev er , that in ord er  for  the 

bank to m ake c o r r e c t  in v estm en t d e c is io n s , it  should know what its  cu rren t  

tax  p o s itio n  is  and what the tax im p lic a tio n s  of f in a n c ia l d e c is io n s  a r e .

The situ a tion  I am  d escr ib in g  has e x is ted  fo r  a long t im e . In the 

p a st, for  w h atever  r e a so n s , the FDIC h as o v er lo o k ed  th is  p ro b lem . But 

now , when m uch m o re  in ten siv e  u se  is  m ade of th e se  f in a n c ia l data, both 

w ith in  the banking a g e n c ie s  and o u tsid e , w e fe e l  that it no lo n g er  can be  

o v er lo o k ed .

R ecogn izin g  that w e m u st continue to r e c e iv e  R ep orts of C ondition  

and R eports of Incom e, w e plan to sch ed u le  the rep ortin g  in a lo g ic a l way  

and to g iv e  the banks su ffic ien t tim e  so that w e can rea so n a b ly  ex p ect prom pt 

and a ccu ra te  R ep o rts, One of the d if f ic u lt ie s  for the banks is  our cu rren t  

req u irem en t that the R eport of C ondition be su bm itted  w ith in  fifteen  days 

a fter  the end of the q u arter  - - a  ra th er  tigh t sch ed u le . We g ive  banks 

th irty  days to co m p le te  the R eport of Incom e, w hich ap p ears to be m o re
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g e n e r o u s , but the c o n sc ie n tio u s  banker r e c o g n iz e s  that a R eport of C ondition  

a s  of y e a r -e n d  cannot be co m p leted  a c cu ra te ly  until a fter  the bank h as c o m ­

p le ted  it s  R eport of In com e. That i s ,  th ere  a re  m any y e a r -e n d  in com e  

a d ju stm en ts that m u st be r e f le c te d  in the y e a r -e n d  R eport of C ondition,

T h ese  req u irem en ts  a re  i l lo g ic a l ,  and I s e e  no rea so n  to continue th em . 

E ffec tiv e  w ith  the June 30 R ep o rts, I am  p rop osin g  that w e se t  a u n iform  

date for su b m iss io n  of both R ep o rts, th irty  days fro m  the end of the rep orting  

p er io d . Both the R eport of C ondition and the R eport of Incom e, th e r e fo r e ,  

fo r  the June 30, 1976, p er io d  w ill  be due by the end of July, I b e lie v e  that 

is  a rea so n a b le  p er io d , and if banks a re  delinquent in m eetin g  that r e q u ir e ­

m en t, w e intend to p u rsu e the p e n a lt ie s  p rov id ed  by the F e d e r a l D ep osit  

In su ran ce A ct w hich  a u th o r ize s  us to le v y  a fin e of up to $100 p er  day for  

each  day a R eport i s  d elin quent. The C om p tro ller  of the C u rren cy  recen tly  

announced h is  in ten tion  to fo llow  th is  p ro ced u re , and in d icated  that a fin e  of 

$6, 600 had been le v ie d  on a national, bank that w as fla g ra n tly  and rep ea ted ly  

la te  in subm itting it s  req u ired  R ep o rts,

Som e action  m u st a lso  be taken to red u ce the num ber of e r r o r s  in 

the R ep orts of C ondition and In com e, and w e intend to take the fo llow ing  

step s  to im p rove  the a c cu ra c y  o f R ep orts subm itted;

1, Im prove the fo rm a t and in str u c tio n s  of the R ep o rts.
We a re  co n s id e r in g , for  ex a m p le , w hether it would  
be p rod u ctive  to h ave d ifferen t in stru c tio n s  for  sm a lle r  
banks (th ose $25 m illio n  or l e s s  in a s s e t s )  or w hether  
it would be p rod u ctive  and rea so n a b le  to have d ifferen t  
R eports for  such banks.
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2, We have con tacted  the Bank A d m in istra tio n  Institu te  
and a r e  try in g  to a rra n g e  fo r  m e e tin g s  in vo lv in g  our  
sta ff and th e ir  o f f ic e r s  to s o l ic it  th e ir  su g g e stio n s  
fo r  im p rov in g  the in s tr u c tio n s  and fo r m s .

3, We plan to s o l ic it  co m m en ts  fro m  a ll banks through  
a q u estio n n a ire  m a iled  w ith  the June R ep o rts.

4 . We a r e  in sta llin g  a t o l l - f r e e  te lep h on e num ber that 
a bank m ay c a ll  for  a s s is ta n c e  in co m p letin g  or  
c o r r e c tin g  R ep o rts,

5. We w ould lik e  to c o n s id e r , although w e r e c o g n iz e  the  
ex tr em e  d ifficu lty  of th is , adopting an a g reem en t  
am ong a ll  the bank a g e n c ie s  that th ere  w ould be no 
change on the R eports m o re  freq u en tly  than e v er y  
f iv e  y e a r s . Banks w ould have the b en efit o f w orking  
w ith the sam e fo r m s for  an extended  p er io d , and 
su g g e stio n s  for  ch an ges by the a g e n c ie s  w ould have
to stand the te s t  of the p a ssa g e  of a rea so n a b le  p er iod  
of t im e . F ra n k ly , the p o s s ib il i ty  of gettin g  such an 
a g r ee m e n t s e e m s  s lim  to m e , although I p e r so n a lly  
w ould support it , at le a s t  until an excep tio n  ca m e  
along that I ’d lik e  to m ak e.

We b e lie v e  a ll  of th e se  su g g e stio n s  or  a c tio n s  w ould m in im iz e  the  

c o s t  both to banks and the a g e n c ie s  by red ucing the tim e  spent on com p letin g  

and c o rr e c tin g  th e se  R ep o rts , O b viou sly , it  would a lso  put the data into the  

public  dom ain  m uch fa s te r .  If th o se  c a r r o ts  don’t w ork , h o w ev er , w e w ill  

c o n s id e r  e ith er  fin ing th o se  banks up to $100 per day w h ose  e rr o r  rate  is  so  

high  as  to co n stitu te  no f il in g , or p ro ceed in g  a g a in st such banks under  

S ectio n  8 of our sta tu te .

The FDIC and the o th er a g e n c ie s  cannot be s u c c e s s fu l w ithout the  

help  of the in d u stry . Banks m u st b e lie v e  it is  im portant to co m p le te  the  

R ep orts a c cu ra te ly  and p rom p tly .
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To su m m a r iz e , w e su g g e st that so m e m ajor  s tep s  fo r  im p ro v em en ts  

in the q u a lity  of the R ep orts of C ondition and Incom e a re  n eed ed  at th is  t im e .  

The e r r o r s  in the R eports su bm itted  appear to be p r im a r ily  the r e s u lt  of 

c a r e le s s n e s s ,  but the d es ig n  of the fo r m s , the in str u c tio n s  g iv en , the 

a s s is ta n c e  p rov id ed , and the atten tion  g iven  to p ro m p tn ess  and a ccu ra cy  by 

the a g e n c ie s  m ay have a b earin g  on the m a tter ,

I have rev iew ed  o th er  r ep o rts  req u ired  to be sen t to the FDIC in 

addition  to R ep orts of C ondition and In com e, W hile p rep arin g  th e se  o th er  

rep o rts  and the su r v e y s  o c c a s io n a lly  taken d oes in vo lve  so m e burden and 

so m e sta ff t im e , I think the burden is  ex a g g era ted  by m o st  ban ks. F ir s t  of 

a ll ,  m any of our su rv ey s  a re  conducted  on a sa m p le  b a s is .  T his m ay not 

be m uch co n so la tio n  to the bank inclu ded  in a sa m p le , but w e have d ifferen t  

sam p les fo r  each  su rv ey , so that if your bank is  inclu ded  in one, it is  probably  

not in clu d ed  in s e v e r a l o th e r s . Only a to ta l of about 42 banks in C olorado, 

fo r  ex a m p le , a re  in clu d ed  in any of our sa m p le  su r v e y s , O th ers , of c o u r se ,  

m a y  be included  in the su r v ey s  by oth er a g e n c ie s .

Second , in m any of our su r v e y s , the in form ation  is  r e la t iv e ly  s im p le  

for  the bank to p ro v id e , though I r ec o g n iz e  that ju st typing up the rep o rt fo rm  

is  so m e burden for  som e ban ks.

T hird, m uch  of the data w e a re  ask ing for  in th ese  su rv ey s  is  in fo r ­

m atio n  the banker should have to m an age h is  bank e ffe c t iv e ly  and* th e r e fo r e ,  

probab ly  d oes have or can find p ro fita b le  u se  for once it i s  p rep a red . W hile 

w e a sk  the banker to rep ort the in form ation , for ex a m p le , w e think th ere  is
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g r ea t u tility  to h im  in know ing the m a tu rity  d istr ib u tio n  of h is  m u n ic ip a l 

p o r tfo lio , or  the am ount of h is  tim e  d e p o s its  in d ifferen t m a tu r it ie s , or  the 

m a rk et va lu e  of h is  tr u st d ep a rtm en t’s a s s e t s .  S in ce he probab ly  a lrea d y  

h as and u s e s  su ch  data, i t 's  not on erou s to rep ort it to the FDIC,

It is  a m ista k e  to a s su m e  that a ll su r v ey s  and s ta t is t ic a l  rep o rts  a re  

im p o sed  by the a g e n c ie s  on a relu ctan t and r e s is t in g  banking in d u stry . T here  

a re  so m e rep o rts  and su r v ey s  w hich  w e conduct w hich  the banking in d u stry  

h as e ith er  in itia ted  or s tro n g ly  supp orted . L et m e m en tion  ju st a coup le of 

th e s e . S ev era l y e a r s  ago , the A m erica n  B an k ers A sso c ia tio n  c o m m iss io n e d  

a s iz a b le  r e s e a r c h  p r o je c t, c a r r ie d  out by A rthur D, L ittle  & Com pany, to 

in v e s t ig a te  the a b ility  of the banking s y s te m  to handle the r is in g  vo lu m e of 

pap er ch eck s  in the fu tu re , Subsequent to that su rv ey , the A BA  ask ed  the  

FDIC to conduct fo llo w -u p  s u r v e y s , w hich  w e did and have continued to do. 

W hile th is  in form ation  is  of som e in te r e s t  to the FD IC , it is  not co n sid ered  

v ita l by us and w e could  red u ce the burdens w hich  w e a re  putting on respon ding  

banks by e lim in a tio n  of th is  su rv ey . We do p lan  to red u ce the freq u en cy  of 

th is  su rv ey  to e v er y  secon d  or th ird  y e a r .

A nother exam p le  is  a su rv ey  w e did a cou p le of m onths ago on the 

vo lu m e and rate  s tru c tu re  of IRA and K eogh a cco u n ts . Many b an k ers have  

b een  v e r y  unhappy about the cu rren t in te r e s t  rate  c e ilin g  stru c tu re  w hich  has  

been  app lied  to IRA accou n ts a s  w e ll a s a ll o th er a cco u n ts . T his ra te  

s tr u c tu r e , as you know , g iv e s  sa v in g s in stitu tio n s a qu arter  p e r ce n t rate  

advan tage. In an accou nt that is  going to be m ain ta in ed  for  20 or 30 y e a r s ,

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



- 14 -

a q u arter  poin t in te r e s t  ra te  d iffe re n tia l is  v e ry  s ig n ifica n t. C o m m erc ia l 

b an k ers fe e l  th ey  a r e  unable to co m p ete  w ith  sa v in g s  in stitu tio n s  fo r  IRA 

a cco u n ts , and that th e ir  c u s to m e r s  a r e  put at an unfair d isad van tage a s  

com p ared  w ith  c u s to m e r s  of sa v in g s  in s titu tio n s . To d e term in e  w h eth er  

the bank sh a re  of such  a ccou n ts is  r e a lly  being a d v e r se ly  a ffec ted  by the  

in te r e s t  ra te  d if fe r e n tia l, the banking a g e n c ie s  conducted  a su rv ey  of both  

banks and sa v in g s  in s t itu tio n s . We got strong support fro m  the banking 

in d u stry  fo r  conducting th is  su r v ey , and I m igh t add, a v e ry  rapid r e sp o n se . 

T his s e e m s  to be i l lu s tr a t iv e  of the fa c t that w h ere  b an k ers can  se e  som e  

p ayoff to th e ir  in stitu tio n  fr o m  a su r v ey , th ere  is  support fo r  it and a 

w illin g n e ss  to c o o p e ra te . We hope to en cou rage  the sa m e support and rapid  

r e sp o n se  for  a ll of our r e p o r ts .

Som e r ep o rts  a r e  c o lle c te d  fo r  the u se  of o th er  a g e n c ie s . F o r  

ex a m p le , w e c o l le c t  d e ta iled  and e x te n s iv e  m on th ly  data fro m  a sam p le  of 

banks on the v o lu m e of m o rtg a g e  lo a n s ex ten d ed . T h ese  data a re  c o lle c te d  

as p art of the g o v ern m en t-w id e  p ro g ra m  coord in ated  by the D epartm ent of 

H ousing and U rban D evelop m en t. A gain , th is  is  a su rv ey  w hich w e could  

d isp e n se  w ith  a s  far  a s  the FD1C is  co n cern ed , but 1 am  con vin ced  that the 

su rv ey  w ould continue to be taken by HUD or the ABA.

The F e d e r a l G overn m ent h as b een  aw are of and s e n s it iv e  to th is  

g e n e r a l p rob lem  of g o v ern m en ta l p ap er , although not v e ry  s u c c e s s fu l  y e t  

in so lv in g  it . The N ation al C o m m iss io n  on P ro d u ctiv ity  in its  a n a ly s is  of 

the f in a n c ia l in d u stry  gave co n s id e ra b le  atten tion  to the q u estion  of w h eth er
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rep ortin g  req u ir em en ts  of F e d e r a l a g e n c ie s  im p o sed  a burden that a d v e r se ly  

a ffec ted  p ro d u ctiv ity  in  the f in a n c ia l s e c to r  of the econ om y. T h ere is  now a 

C o m m iss io n  on F e d e r a l P ap erw ork  w ith  r e sp o n s ib ility  for  a ttem p tin g to 

m in im iz e  the flow  of pap er both w ith in  the govern m en t and b etw een  the g o v e r n ­

m en t and the p r iv a te  s e c to r . I am  hop efu l that the C o m m iss io n  w ill  be ab le  

to m ak e s ig n ifica n t p r o g r e s s , though th er e  is  so m e  in itia l burden of rep ortin g  

to the C o m m iss io n  on P a p erw ork ,

A part fro m  g o v ern m en t-w id e  e ffo r ts  and co n cern , the FDIC and the 

oth er banking a g e n c ie s  h ave b een  giv in g a tten tion  to th is  m a tter  fo r  som e  

t im e . S e v e ra l y e a r s  ago , a jo in t banking a g e n c y /in d u s tr y  ta sk  fo r c e  began  

w ork on a p r o jec t now c a lle d  ISBAR (Inform ation  S y ste m  fo r  Bank A gency  

R ep ortin g). T his is  a s y s te m  d esig n ed  for  u se  by la r g e , autom ated  banks 

w ith  su b sta n tia l agen cy  rep ortin g  r eq u ir em en ts , When it is  fu lly  im p lem en ted , 

it w ill  a llow  banks to rep o rt b its  of in form ation  on m a g n etic  tape w hich w ill  

then be p r o c e s s e d  by the agen cy  w ithout the n eed  to f i l l  out prin ted  rep ort  

fo r m s . W hile it w ill  be a long tim e  b e fo re  any bank is  ac tu a lly  using  the 

sy s te m  to m e e t  a su b sta n tia l fr a c tio n  of i t s  rep ortin g  r eq u irem en ts , w e have  

a lrea d y  ex p er im en ted  w ith rec e iv in g  so m e rep o rts  in tape fo rm . T his is  an 

ex a m p le  of jo in t a g e n c y /in d u s tr y  forw ard  planning on a lo n g -ra n g e  p rob lem  

ra th er  than s im p ly  rea c tio n  to an im m ed ia te  c r i s i s .

W ithin the FD IC , w e h ave red u ced  the flow  of paper into W ashington  

and back aga in  and have red u ced  the tim e  during w hich  you m u st aw ait our  

d e c is io n s  by d e lega tin g  c e r ta in  r e s p o n s ib ilit ie s  to our R egion al D ir e c to r s ,
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T h ese  d e leg a tio n s  inclu de d e c is io n s  on branch  a p p lica tio n s , o ff ic e  r e lo c a t io n s ,  

o ffer in g  of tr u st s e r v ic e s ,  con tin u ation  of d ep o sit  in su ra n ce  a fter  w ith d raw al 

fro m  F e d e r a l R e se r v e  m e m b er sh ip , and others*  The R eg ion a l D ir ec to r  has  

the au th ority  to a p p rove , but not deny, such  a p p lica tio n s  in  the m a jo r ity  of 

in stan ces*  We h ave a llow ed  banks to d e term in e  w h eth er  they w ish  to have  

th e ir  unm anned ca sh  d is p e n s e r s  or autom ated  t e l le r  f a c i l i t ie s  co n s id e re d  as  

b ra n ch es  or  not. If the bank d e c id e s  that the f a c i l i t ie s  should  not be v iew ed  

a s  a b ran ch , then w e h ave d isp en sed  w ith  our branch  ap p lica tio n  p ro ced u re , 

and req u ire  on ly  a b r ie f  in form ation  n o tifica tio n , A s a r e su lt  of th e se  d e le ­

g a tio n s and o th er  e ffo r ts  w ith in  the FD IC , th ere  has b een  a su b sta n tia l 

im p ro v em en t in the sp eed  w ith  w hich w e p r o c e s s  a p p lic a tio n s . We e s t im a te  

that a banker r e c e iv e s  an a n sw er  fro m  the FDIC to an a p p lica tion  for  m e r g e r  

ap p rova l, in su r a n c e , new  b ra n ch es , e t c , , a m onth so o n er  than he would have  

th r e e  y e a r s  ago .

L et m e retu rn  to the beg in n in g , I had in m ind pointing out to you today  

w a y s the FDIC could  rem o v e  so m e  of the burden of F e d e r a l reg u la tio n s and 

rep o rtin g  r e q u ir e m e n ts . My a n a ly s is  of the s itu a tio n , h o w ev er , is  that r eg u ­

la tio n s  w il l  contin ue to be p rom u lga ted , and you w ill  be req u ired  to continue  

to sub m it r e p o r ts . H op efu lly , w e can m ake the p rep ara tion  of rep o rts  e a s ie r  

and l e s s  c o s t ly  for  you - -  p erh ap s w e can m ake th em  m o re  u se fu l. W hatever  

the c a s e ,  w e a r e  going to in s is t  on t im e ly  and a ccu ra te  su b m iss io n  of rep o rts  

b e c a u se  w e f e e l  that on ly  if  th ey  a re  t im e ly  and a ccu ra te  can th ey  be u se fu l to 

us in our su p e r v iso r y  r e s p o n s ib il it ie s .
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