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It is good to be with you this morning to discuss our FDIC 

budget for 1980.

Uiis budget is the first for the preparation of which I 

have been responsible. That makes it special to me, although I have 

always believed that any budget presentation is a landmark event, being 

as it is a time to review the activities of the past and to plan for 

the future.

A budget is not merely a game plan for the year. It is a blueprint 

for action.

I have striven to make this first budget reflect our commitment 

to the public and the institutions we serve and to set a tone and 

direction. We are the insurer of the people’s deposits in 14,723 banks, 

the regulator of 9,200 State nonmember institutions with $473 billion 

in assets, and the liquidator of 85 closed institutions.

HIGHLIGHTS

The Board of Directors of the FDIC has adopted a $116 million 

administrative budget for calendar year 1980. The total exceeds 

actual expenditures for the 1979 budget year by 8.3 percent, an 

increase somewhat less than the inflation rate.

One of my first acts on becoming Chairman a year ago was to 

launch a vigorous cost-control program. CXir Controller's Office 

coordinated this effort, our other office and division heads provided 

strong support and cooperation, and employees throughout the Corporation 

have been supportive and innovative.
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These efforts enabled us to reduce actual expenditures for 

1979 by an estimated $2.8 million from the amount budgeted at the 

start of 1979.

I have asked our Controller to continue his watchdog functions 

in 1980.

Despite all the steps we have taken and all we plan to take, 

we are aware that events beyond our control can upset our plans and 

require us to accommodate to new circumstances. For example, four 

State member banks and four national banks have left the Federal 

Reserve System so far this month. They had total deposits of almost 

$400 million. Then, two major banks in Pennsylvania, the $1.9 million 

deposit Equibank, N. A., Pittsburgh, and the $1.3 billion deposit 

National Central Bank, Lancaster, said they plan to leave the system 

after getting stockholder approval. All these banks then would come 

under the Federal supervision of the FDIC. The two Pennsylvania 

institutions alone, by their size and scope of operations, would 

have a significant effect on our workload projections. Last week 

another large bank, the $450 million deposit Citizens First National 

Bank, Ridgewood, N.J., also announced that it plans to give up 

Federal Reserve membership. The Federal Reserve has informed me that 

76 institutions with $3.7 billion in deposits and $4.2 billion in assets 

relinquished membership in 1979. Federal Reserve figures show that 

from 1975-79, 332 banks with $19.7 billion in deposits withdrew from 

the system. A Federal survey last fall projected the probable with

drawal of another 267 banks with $28.5 billion in deposits and said 

that an additional 301 banks with $39.5 million in deposits are con

sidering it. Thus far, the FDIC has been able to handle the transferred
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workload with minimal adjustments in staff and funding, but at some point 

we will be forced to increase staffing if the trend continues. We hope 

it does not. A strong Federal Reserve with widespread membership is 

vital to our nation.

Our budget also anticipates a "normal" year with about a dozen 

institutions closing. Ten closed in 1979. We have no particular 

institutions in mind —  just projecting the averages. A major shift 

in the number or size of such institutions naturally would escalate 

costs of liquidation functions.

Travel is one of our largest expenditures and another sharp 

escalation in gasoline prices and motel costs would also impose 

added costs we would have to meet.

These are all big "ifs," but we will be ready to make changes 

in our budget and operations as needed. With that caveat, let me 

run down the initiatives and priorities that are represented by 

the bare numbers in our 1980 budget as approved.

The budget numbers show, first, that the largest single share 

of our resources will continue to be devoted to bank supervision 

and regulation. That is as it should be. Our primary mission since 

the establishment of the FDIC in 1933 has been to foster the safety 

and soundness of institutions so that the American public can continue 

to bank with confidence.

The budget numbers show, second, that we will continue to improve 

our enforcement of consumer protection laws enacted by Congress.

Finally, the budget numbers show that the aggressive cost control 

effort we launched in 1979 produced substantial savings last year and 

will continue to help us hold down costs in 1980.
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In that last regard, we are introducing in 1980 two major, related 

cost control programs. Ihe first is a comprehensive new accounting 

and budgeting system for our closed-bank operations. The second, 

which focuses on legal expenses associated with closed-bank operations, 

is a system for monitoring the performance of outside attorneys and 

reallocating the legal workload.

Also for 1980 we have reduced our staffing authorization substan

tially, evaluating positions as they fell vacant to underline our 

determination to do a better job with the employees we have.

CONTROLLER' S-EYE SUMMARY

Those are the highlights. Let me give you a controller *s- 

eye summary of the FDIC "Budget of Administrative Expenses" and 

the new "Budget of Liquidation Expenses" for 1980:

Administrative
Budget

Liquidation
Budget TOTAL

Personnel Services $ 82,460,867 $ 18,811,053 $101,271,920

Travel 16,774,445 2,012,724 18,787,169

Building & Leased Space 7,772,533 7,958,938 15,731,471

Equipment 1,884,191 516,430 2,400,621

Supplies, Etc. 2,499,944 886,101 3,386,045

Other Expenses 4,608,020 41,478,116* 46,086,136

TOTAL $116,000,000 $ 71,663,362 $187,663,362

*$40,309,423 of this is interest owed from liquidation accounts to the 
FDIC insurance fund.

The administrative budget authorizes 3,600 staff positions 

(3264 full-time and 336 part-time), a net decrease of 351 from the
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1979 authorized level. This reduction is a result of review of vacant 

positions and the continuing evaluation of staffing requirements.

ïhe liquidation budget allows for 427 staff positions, 48 fewer 

than 1979. The 1980 field liquidation authorization consists of 162 

full time field liquidators and 265 temporary liquidation graded 

workers.

Positions authorized under the administrative budget and the 

liquidation budget total 4,027 for 1980. At the start of the year, 

3,640 were occupied, including 3,227 under the administrative budget 

and 413 under the liquidation budget.

The administrative budget authorizes the expenditure of 

$116,000,000 as shown in the following table:

Category
Budget
1979

Actual Ex
penditures 

1979
Budget
1980

Increase 
(Decrease) 

1980 Over 1979 
Actual

Percent
Change

Personnel Services $ 76,012,024 $ 75,173,289 $ 82,460,867 $ 7,287,578 9.7
Travel 17,581,120 15,202,302 16,774,445 1,572,143 10.3

Building and Leased 
Space 7,066,083 7,276,333 7,772,533 496,200 6.8

Equipment 2,207,316 2,923,132 1,884,191 (1,038,941) (35.5)

Supplies and Printed 
Matter 2,327,932 1,901,722 2,499,944 598,222 31.5

Other Expenses 4,654,489 4,616,094 4,608,020 (8,074) (0.2)
Total $109 ,848,964 $107 , 09 2,872 $116,000,000 $ 8,907,128 8.3

In the administrative budget, the personnel services allocation 

of $82,460,867 is an increase of $7,287,578 from 1979 actual expenditures. 

The majority of this increase is related to the October, 1979, seven-
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percent across-the-board salary adjustment and to the normal and necessary 

promotions and step increases. Other increases in this category include 

$130,000 for guard services formerly provided by GSA and previously 

budgeted under Building and Leased Space, $100,000 for part of the FDIC’s 

share of support for the Federal Financial Institutions Examination 

Council, and a new $50,000 item for contractor development of minority 

targeted consumer information.

Travel allocations for 1980 total $16,774,445 or an increase 

of $1,572,143. Duty assignment travel, which represents 84 percent 

of total travel, will increase by approximately 8.8 percent. Training 

travel, representing eight percent, will be up 9.5 percent.

A total of $7,772,533 is provided for Building and Leased 

Space, an increase of $496,200 or 6.8 percent.

The budget for equipment is $1,884,191, a decrease of $1,038,941. 

Equipment purchases for Regional Offices are expected to drop to $268,473 

in 1980 from about $1,000,000 in 1979 which included significant equipment 

purchases in Dallas, Richmond, Omaha and Minneapolis.

The $598,222 Increase in cost of supplies and printed matter includes 

$100,000 for improving the computer printing system for the Prentice Hall 

loose-leaf reporting service of FDIC Law and Regulations, $225,000 for 

reprinting our general information pamphlet and FDIC signs for banks, and 

an $80,000 increase in Federal Register and other government printing 

costs.

This year, for the first time, we have adopted a separate liquida

tion budget.

Our BLE totals $71,663,362. Our combined administrative and 

liquidation budgets thus total $187 million.
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Now to give you the highlights of our planned activity in the 

various divisions.

BANK SUPERVISION

Bank examinations remain the front line of our operations to 

promote and maintain the safety and soundness of insured State non- 

member banks and to enforce compliance with consumer and civil rights 

laws. Our partner agencies, the Office of the Comptroller of the 

Currency and the Federal Reserve System, similarly examine national 

banks and State member banks respectively.

We depend on a corps of skilled, dedicated and well trained 

field examiners to perform the basic supervisory function, supported 

by administrative, policy and review officials in our Division of 

Bank Supervision in Washington.

The strength of the FDIC is its people.

Funding for these operations will continue in 1980 to command the 

largest share of the FDIC administrative budget —  $79.4 million,

68 percent of the total, about the same proportion as last year.

The bulk of DBS funding is distributed appropriately to the field. 

Almost $73.3 million, up $5.4 million in 1980, will be allocated to the 

14 Regional Offices which in turn supervise 150 field examination 

offices.

Authorized staffing for the Division of Bank Supervision in 1980 

will total 2,792, down 303 from 1979, including a field staff of 2,626, 

down 245 from 1979. Occupied positions totaled 2,553 at the end of 

1979, down 134 from 1978; this included 2,398 occupied positions in 

the field at the end of 1979, down 133 from 1978.
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We expect to conduct more than 18,500 bank examination activi

ties of various kinds in 1980, an increase of more than 1,000

from 1979. The following table shows a three-year progression of

our examination workload:

1978 1979*
1980

Projected

Bank Examination Activities:

Safety & Soundness 6,961 7,419 6,800

Consumer Protection 6,684 4,344 5,525

Examinations of Trust 
& EDP Departments 2,092 2,320 2,400

Investigations 2,755 1,815 2,000

Applications 1,142 1,561 1,800

TOTAL 19,634 17,459 18,525

♦Preliminary

Our efforts to make the most efficient possible use of our 

examiner time include new emphasis on the divided examination concept. 

We have agreements with Georgia, Missouri, New Jersey, Illinois, 

Michigan and North Dakota, and we expect to enter into agreements with 

possibly three additional States this year. Such agreements have the 

potential for substantial savings in examiner time because they provide 

that each authority shall each year examine half of those banks whose 

records show need of only minimal supervision.
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A continuing responsibility and substantial commitment of our 

resources in 1980 will be special attention to improving communication 

with our examiners, with the industry and with the public to provide 

better understanding and compliance with our laws and regulations.

We undertook experimental consumer compliance seminars for banks 

in December at which FDIC representatives discussed bank obligations 

under various consumer laws and how to comply. Cne seminar at Rockford, 

Illinois, was attended by 120 individuals representing 80 banks; another 

at Richmond, Virginia, drew 89 individuals from 59 banks. We intend to 

expand these seminars. Hie Community Reinvestment Act and Truth-in- 

Lending are the two most troubling areas to the industry we regulate 

and a continuing dialogue is essential, both with institutions and 

community groups. Benefits accrue to the banks, which have a better 

understanding of their obligations and also to our examiners, who find 

that better operated institutions leave them less to criticize.

We will continue to seek to involve bank directors and trustees 

in the supervisory process by having our examiners and other officials 

meet with them at each full-scale examination and more often if 

necessary.

We will continue to conduct Call Report Clinics throughout the 

country to show bankers how to complete that vital form. We have par

ticipated in 80 such clinics in two and a half years.

We plan three additional bankers' securities seminars this year.

The first, two months ago in Philadelphia, drew more than 200 bankers 

from the Philadelphia and New York Regions who wanted a briefing on 1979
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FDIC changes in our regulations concerning bank securities activities which 

paralleled changes in Securities and Exchange Commission regulations.

Earlier this month my key staff and I met with savings bankers 

in a Boston seminar which we will repeat in New York next Tuesday.

Next month I will try an experiment in Atlanta, with a day-long 

question and answer period with 200 bankers on whatever is of interest to 

them. I will also meet with some 200 bank directors in California follow

ing the same format. Some 32 State banking groups are scheduled to meet 

with us in Washington this year and we have many ad hoc conferences on 

specific issues.

We will continue to provide banks with legal information through 

our Regional Counsels who maintain heavy speaking and seminar schedules 

and who provide individual assistance to banks by correspondence or 

telephone. One major function in 1979 was providing information on 

the Financial Institutions Regulatory and Interest Rate Control Act 

and regulations.

LEGAL DIVISION

Our Legal Division, authorized at 108 employees, including 61 

attorneys, and a $2.9 million budget, has wide ranging responsibilities 

within the Corporation, including regulations, enforcement actions and 

liquidation litigation.
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Our Legal Division last fall initiated a major effort to reduce 

costs of closed-bank lawsuits, including the fees of outside attorneys.

We are at present involved in more than 5,000 lawsuits connected with 

liquidation and other closed-bank matters.

A computer program is being developed to help FDIC staff attorneys 

better supervise and evaluate the performance of outside attorneys. The 

program, scheduled for introduction this spring, is intended to allow FDIC 

staff attorneys to increase their participation in liquidation matters and 

perform certain work that the FDIC has been paying private firms to do.

In addition, our new General Counsel has established further 

guidelines for selection of outside counsel. These guidelines, aimed 

at achieving a broader representation, include the following:

(a) the same law firm usually will not be hired as lead local counsel 

on more than one liquidation simultaneously pending; and (b) when 

feasible, at least two firms will be used in each litigation.

Besides these improvements in procedures, the Legal Division has 

advantageously diminished its caseload for 1980. The major part of the 

Franklin National Bank securities litigation, which is a significant 

portion of the largest and most complex liquidation in the FDIC's 

history, was settled last December.

Fees paid by the FDIC to outside counsel are dependent on 

the number of bank failures, the size of those banks, and the 

nature and complexity of the litigation they generate.
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Our new steps for cost-effective representation do not mean 

we will sacrifice quality. The Corporation continues to be committed 

to hiring top flight lawyers to handle liquidation matters. We 

believe it takes good lawyers to get good results, and that is to 

the benefit of the Corporation, depositors, creditors and share

holders of the banks whose assets are being liquidated.

Besides monitoring the work of outside attorneys, our Legal 

Division was faced with a demanding in-house workload in 1979.

Our attorneys drafted 13 final rules to implement the Financial 

Institutions Regulatory and Interest Rate Control Act of 1978, 

which became effective March 10, 1979. Our lawyers are continuing 

an exhaustive review of existing regulations in support of an 

effort to reduce regulatory burden and paperwork. I have 

designated a full time task force for this effort. Last year 

we were successful in eliminating six regulations, issuing 

a policy statement in lieu of one preposed regulation and sub

stantially reducing two other regulations. This is an effort 

that will continue in 1980. It will be a long, hard process.

Evaluating comment on proposed regulations by the industry 

and the public is a major task. In 1979 we received more than 

1,500 letters of comment on various regulations.

Staff attorneys also drafted the final regulation to imple

ment the International Banking Act. The undertaking required a 

little pioneering spirit and imagination because the law gives us 

a new assignment in an area in which we had no previous experience.
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Finally, the Legal Division as our formal enforcement arm 

handled 114 Section 8 cease-and-desist cases in 1979, compared with 

91 in 1978. Last year's workload included 59 new actions authorized 

by the FDIC Board, 43 of which resulted in the issuance of cease-and- 

desist orders and the remainder of which are in negotiation. Another 

15 orders were issued pursuant to prior-year authority, bringing the 

1979 total to 58 cease-and-desist orders, 21 more than 1978. Forty 

orders were terminated in 1979, eight more than in 1978. At the end 

of 1979, a net 88 cease-and-desist orders were in force, 18 more than 

1978.

Also, nine Section 8a actions which could lead to termination 

of deposit insurance status were initiated in 1979. Six of these 

remain outstanding; the others were rendered moot by two bank closings 

and a merger.

DIVISION OF LIQUIDATION

The Division of Liquidation with 37 Washington headquarters 

employees, 162 field liquidators and 265 temporary field employees, 

is now disposing of the assets of 85 closed banks with a portfolio of 

about $1.9 billion.

Tfoe most important innovation in 1980 is a separate liquidation 

budgeting and accounting system effective since January 1 which introduced 

tighter monitoring and control into a unique aspect of FDIC operations.

Our first "Budget of Liquidation Expenses" is $71.7 million, down 

$18.8 million from comparable activities in 1979. The total will change 

to accommodate banks that close in 1980.
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The BLE encompasses insurance fund expenditures which we seek to 

recoup through liquidation operations before we write off a loss. The 

rtf presented today covers costs to be incurred in 1980 in the continu

ing administration of banks that failed in 1979 or earlier —  an active 

caseload of 85 banks. There is also a small contingency fund to begin 

closed-bank activities for failures that will occur in 1980. Individual 

closed-bank budgets will be developed and incorporated into our "Budget 

of Liquidation Expenses" as failures occur.

The integrated budget and accounting system which became operational 

this month operates on our computer and has the capability of producing 

full financial statements and budget status reports on demand for all 

closed-bank activities. These reports separately and in concert will 

provide us much greater information for the management of banks in 

liquidation.

The system tested well in late 1979, but this will be a year of 

conversion and initial operation. We will obviously need some running 

time and experience with the system to overcome any shortcomings and to 

introduce refinements.

Our Division of Liquidation in Washington is allocated $1.1 

million in our 1980 administative budget, including salaries for 

37 positions. The "Budget of Liquidation Expenses" includes $6.5 

million in salaries for 162 permanent field positions and a number of 

"liquidation graded" employees who are employed as needed to assist with 

closed-bank activities. Often, these temporary workers, authorized at 

265 for 1980, are former employees of the closed banks who are familiar 

with the assets we have acquired.
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The major item in the "Budget of Liquidation Expenses" is interest 

expense, projected at $41.1 million or 57 percent of total BLE, down 

$18.4 million from 1979. Most of that interest is owed by liquidation 

accounts to the FDIC insurance fund which provides immediate cash advances 

to facilitate protection of insured deposits through the purchase and 

assumption of a failed bank by a healthy bank or to render other appro

priate assistance.

FDIC loan principal outstanding totaled $746.6 million as of 

January 1. Oir interest rate is set each quarter, based on the yield 

on three-year U.S. Government securities, and becomes a fixed rate for 

banks closing in that quarter. Such interest is a goal that may not 

be realized if recovery from liquidated assets is insufficient.

The substantial decline in interest obligation for 1980 reflects 

our success in 1979 in liquidating assets of our largest closed banks. 

Franklin National Bank alone will show a $3.7 million reduction in 

interest expense for 1980; United States National Bank, $2 million;

Banco Credito y Ahorro Fonceno, $1 million, and three other liquidations, 

a half-million dollars or more each.

The second largest item in our "Budget of Liquidation Expenses" 

is legal fees paid to outside attorneys who represent us in litiga

tion spawned by bank closings. The total is $9.6 million, down by 

$1.6 million from 1979.

For each closed bank the BLE lists line-item costs (e.g., salaries, 

travel, subsistence, legal fees, space, equipment) in a "Budget 

Summary" for each of three categories of expenses:
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"Insurance Expenses", salaries during the first five days of 

a liquidation, salaries and expenses associated with payment of insured 

deposits, and travel and subsistence of permanent field liquidation 

staff transferred to and from duty stations.

"Liquidation Expenses", the cost of day-to-day operation of 

closed banks to protect assets under liquidation, to dispose of assets, 

to process bond and directors liability claims and to protect the 

FDIC and stockholders' claims, and

"Expenses Incurred in the Operation of Owned Assets", the 

cost of our stewardship of active businesses or properties until we can 

arrange an appropriate liquidation transaction.

"Insurance Expenses" are not recoverable from funds collected by 

the liquidation but are treated as direct payments from our insurance 

fund. These totaled $2 million in 1979.

Ten banks with deposits totaling $111 million closed in 1979, 

compared with seven banks with $854 million in deposits in 1978. The 

FDIC has nearly completed payoffs to depositors totaling an estimated 

$12.8 million in three of the 1979 closings. Hie FDIC arranged pur

chase and assumption transactions which automatically protected all 

accounts in the remaining seven closed banks. Hie purchase and 

assumption transactions were assisted by cash advances of $62.3 million 

from the insurance fund which in turn received $1.8 million in pur

chase premiums from the assuming banks.

Assets of the failed banks were converted into liquidation

operations.
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We are charged with obtaining the best possible recovery through 

liquidation. Our goal is to repay the insurance fund first and to 

return any excess to bank shareholders where we have an assumption 

and purchase agreement and to share the recovery proportionally with 

general creditors when we serve as receiver.

Our Division of Liquidation in 1979 collected $342 million from 

liquidation of assets of paid-off banks or of assets acquired through 

assistance transactions and a small amount from operation of owned 

assets. These collections substantially exceed estimated 1979 

"Liquidation Expenses" of $82.1 million and "Expenses from Operation 

of Owned Assets" of $6.3 million.

At the end of 1979, the Division of Liquidation was administering 

assets with a book value of $1.9 billion and an appraised value estimated 

at about $770 million.

The "Budget of Liquidation Expenses" is intended as a major 

coordinating device for these operations. I would say again that 

the BLE does not include banks that will fail in 1980 —  and we had 

our first, a $4.2 million bank in Florida two weeks ago —  except for 

$313,000 in the contingency fund for anticipated closings in 1980.

COMPLIANCE

Issuing regulations to reflect the many new banking laws, training 

our examiners and educating the financial institutions is making increas

ingly larger demands on our resources.

The Corporation responsibility goes to enforcement of consumer 

protection and civil rights laws, including the Truth in Lending Act,
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the Fair Credit Reporting Act, the Real Estate Settlement Procedures 

Act, the Fair Housing Act, the Home Mortgage Disclosure Act, the Fair 

Debt Collection Practices Act, the Community Reinvestment Act, Elec

tronic Funds Transfer Act, and others.

We are now beginning our third full year of separate compliance 

examinations and the amount of our resources to be devoted to such 

examinations is expected to continue to increase in 1980. We expect 

to spend $20 million, an amount equal to 17 percent of our total admin

istrative budget, for compliance enforcement in 1980, compared with 

$12 million and 11 percent in 1979, $9.7 million and 9.4 percent in 

1978, and $2.25 million or three percent in 1976.

In 1980, we plan to do substantially more compliance examina

tions than in 1979 and to spend substantially more time at each one.

We expect to gain in proficiency and to benefit from revision of the 

Regulation Z Truth-in-Lending Uniform Enforcement Guidelines, but 

the complexity of overall consumer law enforcement still will require 

more time for each examination.

We expect the number of compliance examinations to increase to 

about 5,500 in 1980 after declining to 4,300 in 1979 as examiners 

and institutions adjusted to the uniform Enforcement Guidelines intro

duced last year. Average hours devoted to each compliance examination 

reached 56 last year, almost double the 1978 average, and we expect 

it to climb to 70 hours per carpiiance examination in 1980.

All told, we expect to spend 387,000 examiner hours on compliance 

examinations in 1980, a 60 percent increase from 1979. Truth-in- 

Lending enforcement will account for about half of that time, up from
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44 percent in 1979. Equal Credit Opportunity Act and Community Rein

vestment Act enforcement will each take another 15 percent of compliance 

examination time and Fair Housing Act enforcement 10 percent.

All examiners receive special training in the conduct of 

compliance examinations. In 1979 we strengthened our compliance 

and enforcement programs by creating a career specialty for compliance 

examiners. Ib date we have been unable to recruit a full complement of 

compliance examiners. So far, 46 of the 114 slots are filled. We 

are seeking means to remedy this. Eventually, we intend that all 

compliance examinations be conducted by career specialists. We are 

working on a reorganization plan that will further strengthen our 

efforts in the consumer area.

Hie FDIC has received 24 protests of applications under CRA;

12 of these remain pending; one application was denied, and the 

remainder were otherwise settled. Proposed revision in the Truth- 

in-Lending guidelines seem certain to make our examination efforts 

simpler, reduce the burden on banks, and provide full consumer 

protection. I am hopeful that the reimbursement program can be 

reinstituted within 60 days. Almost 800 comments on our proposed 

changes are being analyzed.

Examiner monitoring of consumer and civil rights compliance 

in the bank is complemented by the work of our Office of Consumer 

Affairs and Civil Rights which follows up complaints of indivi

duals. OCACR also disseminates consumer protection information 

and last November introduced a consumer hot line which now draws 

about 240 calls a week. This hot line helps consumers and banks 

by promoting better understanding and resolution of questions.
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We will continue to increase our commitment to these aspects 

of consumer enforcement in 1980. Our budget allocation is $675,000, 

up from $480,000 in 1979 and $296,000 in 1978.

Last year we appointed OCACR's first permanent Director.

We increased staffing to 23 positions in 1980, up by four from 1978.

This includes a Community Reinvestment Act specialist, and she deals 

directly with community groups and with our Community Reinvestment 

staffer in the New York Regional Office. We have also appointed a 

specialist for Spanish-speaking persons, and a part of her responsi

bility will be to oversee the translation of our consumer pamphlets 

into Spanish. She will also launch a special outreach program for 

Spanish-speaking persons in 1980, and OCACR will explore the 

posibility of other specialized outreach programs.

Last year we instituted a new computer system used for:

(1) consumer complaints and information, where it keeps track of 

the status and handling of consumer complaints,

(2) demographic data, where it produces one-page fact sheets of 

census information for use by examiners and other FDIC personnel 

evaluating bank compliance with the Community Reinvestment Act,

(3) public comment, where, in a pilot project last year involving 

proposed new Truth-In-Lending guidelines, it summarized hundreds of 

letters of comment, and

(4) consumer complaint satisfaction, where it tabulated an OCACR 

follow-up survey asking complainants if their problems had been satis

factorily resolved.

The new system's cost during its first three months of operation was

$4,300 compared with $29,900 for an earlier computer system in the pre
ceding quarter.
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COMPUTER MANAGEMENT SYSTEMS

Computer services generally will continue to play an expanding 

role in FDIC operations in 1980.

Our Division of Management Systems and Financial Statistics is 

budgeted at $6.85 million, an 11 percent increase from 1979.

Staffing has declined to 218, down 10 positions, despite major new 

workload. We have added national banks to our system of processing 

Reports of Condition and Income of our State nonmember banks. The 

move brings us an additional 4,600 reports, a 52 percent increase, 

including the more complex reports of larger banks. The national-bank 

workload was transferred from the Office of the Comptroller last 

year to achieve the savings, efficiency and consistency of a single 

system. We absorbed the cost. Hereafter, the FDIC will handle all 

requests for national bank as well as State nonmember bank data.

The Federal Reserve collects corresponding data for State member 

banks and provides information for incorporation into the FDIC 

data base.

We expect to achieve further savings and efficiency by sharing our 

processed Bank Data Base with Federal and State authorities through 

our teleprocessing system. Seven States and the Office of the Comptroller 

are already connected, and the Federal Reserve Board is expected to 

have its link by March. The New York Banking Department is proposing 

to dispense with its separate Report of Condition and Income in favor 

of the one its banks file with the FDIC. Michigan authorities are 

seeking approval of a simplified examination report made possible by 

the tie-in to the FDIC computerized data base.

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



- 22-

In our own shop, the system aids supervision by giving our Regional 

Offices immediate access to the Bank Data Base and our bank monitoring 

system. This permits improved scheduling of bank examinations and more 

effective bank examinations because examiners can direct their attention 

to particular areas in a bank. The system adapts quickly to special 

monitoring requirements and provides a range of financial analysis 

facilities that assist in special studies and the further development 

of the bank monitoring system.

DM5FS will seek ways to improve internal Corporation management 

systems in 1980. The division, which maintains the FDIC's data base, 

will provide computer support this year for refinement of the new 

liquidation accounting system, implementation of the new system for 

tracking outside legal fees involved in closed banks, and development 

of a new recruiting system for examiners. A new payroll accounting 

system is also in the planning stage in 1980.

TRAINING

Direct cost of our training investment in 1980 will exceed $3 million 

to impart the special skills of bank examination to new employees and to 

keep current employees up to date on requirements of new laws and regula

tions and developments in the banking industry. The real cost is even 

higher when you consider the time our commissioned examiners spend breaking 

in new employees.

The keystone of these efforts will continue to be our lO-year- 

old Rosslyn Training Center, budgeted at $2.25 million in 1980, up from 

$1.4 million from 1979. Most of the increase stems from higher student
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lodging exists. Costs of office and classroom leases and travel are also 

up. We are providing substantial subsidies for training of State examiners 

and for students of foreign governments and other agencies. This area of 

subsidy will be reexamined during the year as we move into interagency 

training.

In 1980 we will continue to explore the benefits of combined 

training begun in 1979 with our four partner agencies under the aegis 

of the Federal Financial Institutions Examination Council. Arrange

ments already made include consolidated lodging and cooperative use of 

14 classrooms, nine of which are the Corporation's. Besides potential 

savings, the interagency effort recognizes the need for common kinds of 

instruction and systematizes the crossover training of preceding years.

Some 208 students attended six interagency training sessions in 1979.

We expect about 1,800 FDIC employees and other students to attend 

92 sessions at the Training Center in 1980. This compares with 1,990 

students and 96 sessions in 1979. Last year's figures include 213 

State examiners, 41 students from abroad and 15 from other federal 

agencies.

A responsibility that will continue to grow in 1980 is training 

in enforcement of consumer and civil rights laws. In 1979 the center 

developed a new course on fair housing law enforcement. It also 

offers specialized compliance courses on Equal Credit Opportunity Act,

Hone Mortgage Disclosure Act, Truth in Lending Act, Fair Credit Report

ing Act, Fair Credit Billing Act, Fair Debt Collection Practices Act,

Real Estate Settlement Procedures Act, and the Consumer Leasing Act.

A new compliance course is being developed on consumer and civil rights
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laws. The first pilot session is scheduled in May, 1980. In addition, 

two other courses are in the planning stage: an advanced course for 

compliance examiners and an introductory course for FDIC administrative 

staff who have never been examiners but who should be aware of consumer 

law requirements. All told, about 14 percent of the FDIC students 

attended compliance courses in 1979, and the figure is expected to 

increase by about one percent in 1980.

The heart of the Training Center is the bank curriculum designed 

to maintain the high quality of our examiner staff. This is divided 

into nine schools of bank examination, each with a one, two or three- 

week course of study. The Training Center has a permanent staff of 

17 augmented by FDIC field examination personnel and Washington 

office staffers who bring the number of instructors in a typical year 

to about 160. The Training Center also invites bankers, attorneys 

and experts from our partner agencies to lecture.

Our Training Center also provides classes for examiners who 

specialize in the fields of trust department and EDP examination.

The Corporation in 1980 will also maintain a $642,000 program of 

outside training and education, up $278,000 from 1979. The program 

pays fees and tuition for a variety of career-related correspondence 

and campus courses. A big part of the increase is for courses at 

10 graduate schools of banking; 260 senior examiners will be attending 

in 1980, an increase of 36. Other parts of the increase will pay out

side tuition for advanced courses for other examiners and personnel in 

such specialities as consumer compliance, white collar crime, trust 

department examination, and electronic equipment.
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The Corporation has allocated another $155,000 for specialized 

instruction at the Training Center and development of other special

ized courses.

TRAVEL

Our 1980 budget allots $16.8 million for travel, compared to 

$15.2 million in actual expenditures last year, up 10.3 percent. The 

14 percent share of total budget has remained constant. Of the 1980 

total, examiner travel to bank work sites is projected at just over 

$14 million, an 8.8 Increase from 1979 expenses. The actual cost will 

be whatever it takes to get the job done. Travel to the Rosslyn Center 

and for other educational purposes accounts for another $1.4 million, 

a 9.5 percent increase over expenditures in 1979. Extensive efforts 

have been made to hold the line on travel costs without jeopardizing 

our examination program. For example, last May we asked our Washington 

office and field employees to save at least 10 percent in auto mileage 

through carpooling and use of public transportation. They responded by 

driving an estimated 3.2 million fewer miles the last eight months of 

1979, a reduction of 17.5 percent over the same period in 1978. I am 

very proud of the response of our employees in this time of national 

need. As a result of this and other measures, we realized a $539,000 

decrease in duty assignment travel costs in 1979 from 1978 expenditures.

We inaugurated other steps last year to reduce travel costs.

For example, Washington officials' and staff travel generally was cur

tailed and Corporation-financed spouse travel has been banned.
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PERSONNEL

We are proud of our work force* We are trying to do a better 

job each year without untoward increases in staffing, and I have set 

the example by substantially reducing the personnel in the executive 

offices through reorganization, turnover and outright reductions.

This is In keeping with a management philosophy that responsible 

division and office heads should be free to operate in their areas 

of responsibility without undue nitpicking by higher authority.

We want the Corporation to continue to be a good place to work, with 

appropriate personnel benefits and fairness in treatment and opportunity 

for advancement. We think that our low turnover —  13.4 percent in 1979 

including 9.4 percent for bank examiners —  testifies to our success in 

these areas; government-wide turnover ran nearly 25 percent in 1978 

and will be about the same in 1979. We now have more than 100 persons 

who have been with the Corporation for 25 years or more.

Our average grade and salary are projected at QG-9.5 and $21,200 

for 1980, compared with GG-9.4 and $19,958 in 1979.

Our Office of Personnel Management, authorized at 49 people and 

a $9 million budget, oversees employee benefits, recruiting and hiring, 

and position management and classification. Our Office of Employee 

Relations, authorized at 9 people and a $340,000 budget, administers the 

Corporation's equal employment opportunity programs and labor relations.

The Corporation continued to improve its record in hiring women 

and minorities last year. Wcmen employees increased to 30.4 percent 

in 1979, up slightly from 29.1 percent in 1978. Minorities represented 

14.6 percent of the workforce, compared to 13.3 percent the previous year.
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Women in bank examiner jobs increased from 13.3 percent to 14.1 percent 

and minorities increased from 8.4 percent to 8.9 percent.

This record needs to be improved, and it will be. I am not yet 

satisfied with the promotions to higher levels of responsibility. Of 

138 employees in grades 15 through 18, we have only four women and 

three minorities. A year ago there were two minorities and three 

women in these grades so we have improved slightly, but from an 

unacceptedly low base. I have a Chairman's Task Force searching for 

recommendations to improve these opportunities, and consider other 

reforms such as part time employment opportunities.

WORKFORCE STATISTICS/WCMEN AND MINORITIES

—  December 31, 1978 --- —  December 15, 1979 ---

Minority Wbmen Minority Wbmen

GG 15-18 2 (1.4%) 3 (2.2%) 3 (2.2%) 4 (2.9%)

GG 12-14 46 (3.8%) 87 (7.1%) 56 (4.3%) 103 (7.9%)

GG 9-11 88 (11.4%) 170 (22.1%) 95 (12.5%) 175 (23.1%)

GG 5-8 149 (18.5%) 439 (54.4%) 169 (25.0%) 432 (63.8%)

GG 1-4 210 (39.1%) 346 (64.4%) 169 (37.4%) 303 (67.0%)

Our personnel office has negotiated an agreement with U. S. Office 

of Personnel Management to permit development of alternate recruitment 

and examining techniques designed to overcome major obstacles to the 

appointment of minorities to bank examiner positions. We are now required 

to make all such appointments from the PACE (Professional, Administrative 

and Clerical Examination) register of the 0. S. Office of personnel 

Management. The new plan will permit direct recruitment from colleges 

and universities. I hope it will be in place this spring.

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



-28

Innovations of our personnel office in 1979 included implementa

tion of a new merit promotion program, an incentive awards program 

and a training policy. The Office processed 318 vacancy announcements, 

992 training requests and 40 monetary incentive awards last year.

Our Office of Employee Relations mounts an outreach effort that 

includes a student cooperative program and a pilot guidance program 

for District of Columbia students interested in financial and banking 

careers.

We will be revitalizing a traditional line of communication in 

1980 by allocating $495,000, including travel, for regional conferences, 

regional directors’ meetings and other business meetings and professional 

conferences. Hie increase from 1979, when such conferences were sharply 

curtailed, is $343,000, but the 1980 level of activities will still be 

about half that of 1978.

I have been meeting every 60 days with our regional directors, 

rotating the meetings among the regions. In addition to useful dialogue, 

these meetings have resulted in substantial modification of our pro

cedures, including Section 8 processing and supply procurement.

RESEARCH

We expect continuing strong demand in 1980 for support and assistance 

of our research organization, authorized at 31 people and a budget of 

$850,000.

Our Division of Research continuously monitors developments in the 

financial industry and the economy and assesses the implications of 

existing and proposed regulations, proposed legislation and virtually 

all policy issues that will require consideration by the FDIC Board.
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We relied on the expertise of our research staff in 1979 for studies

in such areas as bank and thrift industry performance in periods of high

inflation and rapidly rising interest rates, operations of foreign

banks in the United States and of United States banks overseas,

coordination of Federal-State regulatory activities, adequacy of
%

bank capital, electronic fund transfer systems, deposit insurance, 

deposit interest rate ceilings, interstate branching, State usury 

ceilings, Federal Reserve membership decline, and payment of interest 

on transaction accounts.

SPECIAL SERVICES

Our Office of Legislative Affairs, authorized at 16 people and a 

budget of $656,000, includes the Office of Information which is the 

Corporation's main point of contact with the public and the news media.

In 1979 the Office of Information responded to an average 100 telephone 

calls and 150 written requests each day. The Office is responsible for the 

preparation and distribution of letters to banks describing proposed or 

adopted regulations or policies, the Corporation's annual report, news 

releases and other literature describing FDIC operations and procedures.

The Information Office also works jointly with the Office of the Executive 

Secretary in administering the Corporation's reporting service on insurance 

law, regulations and related statutes.

Hie Office of Legislative Affairs is also responsible for receiving 

and obtaining responses for Congressional correspondence and telephone 

inquiries and for coordinating other communications with Congress. In 

addition, the Legislative Counsel in OLA responded last year to 33 requests 

from Congress and 19 from the Office of Management and Budget for detailed
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and in some cases extensive comments on specific proposed legislation 

and to numerous other requests for various information.

The FDIC Office of Corporate Audits, authorized at 34 people 

and a $796,000 budget, performed 53 audits of various aspects of 

Corporation activities in 1979, one more than in 1978. Audits are 

designed to determine whether financial, fiscal and accounting operations 

are properly conducted and fairly presented, whether laws and regulations 

are complied with, and whether resources are managed efficiently.

The Office of the Executive Secretary, authorized at 15 people and 

a $949,000 budget, performs corporate secretarial functions, such 

as issuing notices of all meetings of the Board of Directors and 

the FDIC's four standing committees, recording all votes and minutes 

of these meetings, maintaining an index of all official actions 

of the Corporation, publishing in the Federal Register notices of 

proposed or final rulemaking, and receiving the thousands of public 

comments on FDIC regulatory actions.

In 1979 the Executive Secretary's staff performed secretarial 

functions for 116 Board meetings. The Office also provided the necessary 

staff coordination for 17 proposed regulatory actions on which public 

comment was received.

This Office administers Corporation compliance with the Freedom 

of Information Act, the Government in the Sunshine Act and the Privacy 

Act of 1974. It also performs editorial functions in connection with 

the FDIC's loose leaf reporting service on laws, regulations and related 

materials.

In addition, the Executive Secretary serves as the Corporation's 

Ethics Counselor under the Ethics in Government Act of 1978 and our own

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



-31-

regulations . This official also serves as the Corporation's Records 

Management Officer.

OFFICE OF CONTROLLER

Our Office of the Controller with 192 people and a $11.7 million 

budget is responsible for the preparation of both the administrative 

and the liquidation budgets and for all accounting functions. Hie 

Controller's budget includes funds for a number of important addi

tional functions, including headquarters building services, printing 

and mailing, telecommunications, purchasing, library services and 

administration of assessments.

INSURANCE FOND

A major function of the Controller ' s Office is management of 

the FDIC insurance fund which totaled $9.8 billion at the end of 

1979, up $1 billion from the year before. All FDIC uncommitted cash 

is invested in U.S. government securities.

CONCLUSION

Mr. Chairman, I've attempted today to flesh out the cold numbers 

of the budget with information about our people and the job they are 

doing.

I welcome any questions.
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FEDERAL DEPOSIT INSURANCE CORPORATION ADMINISTRATIVE EXPENSES

1978 ACTUAL
ACCT EXPENDITURE CLASSIFICATION EXPENSES

7111 Regular Salaries $ 62,076,794
7115 Overtlme/Hollday Pay/Night Differential 534,929
7117 Cash Incentive Awards —
7121 Civil Service Retirement 4,460,509
7122 FICA Taxes 25,657
7123 Group Hospitalization 1,501,621
7124 Life Insurance Premiums 239,727
7131 Education and Training Services 135,322
7141 Legal and Professional Services 819,968
7151 Other Contractual Services 179,595

TOTAL PERSONNEL SERVICES $ 69,974,122

7211 Duty Assignment $ 13,431 ,420
7212 Education and Training 1 ,328,460
7213 Employee Conferences 616,630
7214 Professional Conferences 137,493
7221 Employees and Dependents 43,566
7222 Miscellaneous Expense Allowance 59,789
7223 Real Estate Transactions 365,733
7224 Transportation of Household Goods 271,628
7225 Pre-Move Househunting 27,792
7226 Temporary Quarters 50,718
7231 Invitational 33,637
7232 Retirement 18,100

TOTAL TRAVEL $ 16,384,966

7311 Taxes $ 180,410
7312 Depreciation 135,204
7313 Maintenance and Operation - G.S.A. 606,167
7314 Maintenance and Operation - Other 587,594
7321 Rental Fees 3,916,275
7322 Alterations and Repairs 767,329
7323 Operating Costs 142,580

'•TOTAL BUILDING AND LEASED SPACE $ 6,335,559

7411 Purchase $ 3,335,591
7412 Rental 1,259,582
7413 Maintenance and Operation 142,390

TOTAL EQUIPMENT $ 4,737,563

7511 Supplies and Materials $ 632,415
7512 Books and Periodicals 328,479
7513 Publications,Signs & Other Printed Matter 1 ,082,947
7514 Transportation 81,361

TOTAL SUPPLIES.MATERIALS & PRINTED MATTER $ 2,125,202

7611 Communications $ 1,826,044
7612 Cafeteria and Dining Room 133,525
7613 Insurance and Bond Premiums 44,489
7614 Employee and Other Conferences 496,285
7615 Membership Dues 1,689
7616 Fees and Tuition 478,868
7617 Other Employee Benefits 746,656
7618 Public Service 111,880
7619 Petty Cash Expenditures 87,389

TOTAL OTHER EXPENSES $ 3,926,825

1/16/80 TOTAL $103.484,237

1979 ACTUAL IssereaseC Decrease) *79- ’80
E X P E N S E S 1 98 0 BUDGE T DOLLAR PERCENTAGE

$ 6 7 , 1 4 2 , 0 9 4 $ 7 3 , 2 9 9 , 4 1 6 $ 6 , 1 5 7 , 3 2 2 9 . 2
2 7 6 , 1 5 2 3 7 0 , 9 0 0 9 4 , 7 4 8 3 4 . 3

9 , 2 5 9 1 4 , 8 0 0 5 , 5 4 1 5 9 . 8
4 , 8 3 8 , 1 8 1 5 , 2 8 0 , 0 0 0 4 4 1 , 8 1 9 9 . 1

3 6 , 3 5 1 3 2 . 0 0 0 ( 4 , 3 5 1 ) ( 1 2 . 0 )
1 , 5 5 4 , 5 1 7 1 , 7 5 0 , 0 0 0 1 9 5 , 4 8 3 1 2 . 6

2 0 0 , 4 7 2 3 1 5 , 0 0 0 1 1 4 , 5 2 8 5 7 . 1
1 9 8 , 0 6 5 1 5 5 , 2 0 0 ( 4 2 , 8 6 5 ) ( 2 1 . 6 )
6 7 6 , 8 0 4 6 1 9 , 2 4 4 ( 5 7 , 5 6 0 ) ( 8 . 5 )
2 4 1 , 3 9 4 6 2 4 , 3 0 7 3 8 2 , 9 1 3 1 5 8 . 6

$ 7 5 , 1 7 3 , 2 8 9 $ 8 2 , 4 6 0 , 8 6 7 $ 7 , 2 8 7 , 5 7 8 9 . 7
$ 1 2 , 8 9 2 , 1 5 0 $ 1 4 , 0 2 2 , 1 0 6 $ 1 , 1 2 9 , 9 5 6 8 . 8

1 , 2 4 0 , 1 2 6 1 , 3 5 7 , 7 1 6 1 1 7 , 5 9 0 9 . 5
4 0 , 3 7 7 2 9 3 , 0 9 3 2 5 2 , 7 1 6 6 2 5 . 9
9 6 , 9 0 5 1 0 2 , 9 6 2 6 , 0 5 7 6 . 2
2 8 , 6 3 0 4 1 , 4 3 8 1 2 , 8 0 8 4 4 . 7

2 7 7 , 2 1 0 1 2 1 , 6 0 0 ( 1 5 5 , 6 1 0 ) ( 5 6 . 1 )
3 1 5 , 0 2 8 4 0 3 , 4 5 0 8 8 , 4 2 2 2 8 . 0
2 1 6 , 8 3 9 2 2 3 , 7 1 5 6 , 8 7 6 3 . 2

3 0 , 8 6 0 3 9 , 5 4 5 8 , 6 8 5 2 8 . 1
3 3 , 7 1 6 3 9 , 5 4 5 5 , 8 2 9 1 7 . 3
1 5 , 3 7 0 4 3 , 6 0 0 2 8 , 2 3 0 1 8 3 . 7
1 5 , 0 9 1 8 5 , 6 7 5 7 0 , 5 8 4 4 6 7 . 7

$ 1 5 , 2 0 2 , 3 0 2 $ 1 6 , 7 7 4 , 4 4 5 $ 1 , 5 7 2 , 1 4 3 1 0 . 3

$ 1 8 7 , 1 5 6 $ 1 8 1 , 9 3 9 $ ( 5 . 2 1 7 ) ( 2 . 8 )
1 3 5 , 2 0 4 1 3 5 , 2 0 4 — —

1 , 1 5 8 , 1 8 8 1 , 001  , 5 2 6 ( 1 5 6 , 6 6 2 ) ( 1 3 . 5 )
2 5 8 , 9 9 7 3 3 2 , 4 2 1 7 3 , 4 2 4 2 8 . 3

4 , 5 5 5 , 7 8 0 5 , 6 9 2 , 0 6 8 1 , 1 3 6 , 2 8 8 2 4 . 9
8 0 4 , 4 7 8 1 9 4 , 5 7 5 ( 6 0 9 , 9 0 3 ) ( 7 5 . 8 )
1 7 6 , 5 3 0 2 3 4 , 8 0 0 5 8 , 2 7 0 3 3 . 0

$ 7 , 2 7 6 , 3 3 3 $ 7 , 7 7 2 , 5 3 3 $ 4 9 6 , 2 0 0 6 . 8

$ 1 , 5 0 0 , 7 7 8 $ 3 6 6 , 1 9 4 $ ( 1 , 1 3 4 , 5 8 4 ) ( 7 5 . 6 )
1 , 2 1 4 , 6 4 2 1 , 1 1 6 , 3 9 6 ( 9 8 , 2 4 6 ) ( 8 . 1 )

2 0 7 , 7 1 2 4 0 1 . 6 0 1 1 9 3 , 8 8 9 9 3 . 3

$ 2 , 9 2 3 , 1 3 2 $ 1 , 8 8 4 , 1 9 1 $ ( 1 , 0 3 8 , 9 4 1 ) ( 3 5 . 5 )

(  6 7 8 , 9 6 1 $ 8 4 0 , 6 9 6 $ 1 6 1 , 7 3 5 2 3 . 8
3 7 8 Í 0 5 7 3 0 1 , 3 4 8 ( 7 6 , 7 0 9 ) ( 2 0 . 3 )
8 0 4 , 9 5 3 1 , 2 7 9 , 4 0 0 4 7 4 , 4 4 7 5 8 . 9

3 9 , 7 5 1 7 8 , 5 0 0 3 8 , 7 4 9 9 7 . 5

$ 1 , 901  , 7 2 2 $ 2 , 4 9 9 , 9 4 4 $ 5 9 8 , 2 2 2 3 1 . 5

$ 3 , 0 3 5 , 4 5 4 $ 2 , 6 4 8 , 4 3 9 $ ( 3 8 7 , 0 1 5 ) 0 2 . 7 )
1 2 4 , 8 9 9 1 5 0 , 0 0 0 2 5 , 1 0 1 2 0 . 1

9 6 , 4 4 1 8 6 , 9 4 0 ( 9 , 5 0 1 ) ( 9 . 9 )
1 7 , 3 2 9 1 0 2 , 2 8 1 8 4 , 9 5 2 4 9 0 . 2
4 7 , 9 4 9 8 , 9 5 9 ( 3 8 , 9 9 0 ) ( 8 1 . 3 )

3 6 4 , 3 5 2 6 4 2 , 2 3 6 2 7 7 , 8 8 4 7 6 . 3
7 7 0 , 4 2 7 8 7 4 , 6 0 0 1 0 4 , 1 7 3 1 3 . 5

5 3 , 9 7 8 7 , 0 0 0 ( 4 6 , 9 7 8 ) ( 8 7 . 0 )
1 0 5 , 2 6 5 8 7 , 5 6 5 ( 1 7 , 7 0 0 ) 0 6 . 8 )

(  4 , 6 1 6 , 0 9 4 $ 4 , 6 0 8 , 0 2 0 $ ( 8 , 0 7 4 ) (.2)

$ 1 0 7 , 0 9 2 , 8 7 2 $ 1 1 6 , 0 0 0 , 0 0 0 $ 8 . 9 0 7 , 1 2 8 8 . 3
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FEDERAL DEPOSIT INSURANCE CORPORATION 
ADMINISTRATIVE EXPENSES

BY ORGANIZATION_____________

1978 Actual 1979 Actual 1980
Oroanization Expenses Expenses Budget

Executive Office $ 1,374,806 $ 1,444,762 $ 661,400
lOffice of Legislative Affairs — — 656,239
Office of Consumer Affairs
& Civil Rights 295,510 480,327 674,929

Office of the Executive
Secretary 1,003,261 707,753 949,306

Office of Corporate Audits 681,112 750,222 796,374
Office of Employee Relations 268,447 251 ,562 340,055

2Office of Corporate Planning 126,260 —
11,738,250Office of the Controller 11,319,436 11 ,901 ,529

Division of Liquidation 
Division of Bank Supervision:

1 ,199,055 856,224 1,098,030

Washington Office 4,703,383 5,207,795 6,099,933
Regional Office Total 65,714,778 67,890,939 73,271,027

Atlanta 5,534,632'I 5,703,800^) 6,255,4981
Boston 4,801,015 4,557,355 5,006,500 ;
Columbus 3,220,644 3,143,218 3,486,459 ,
Memphi s 4,966,042 5,117,104 5,732,390 1
New York 6,620,110 7,222,267 7,742,409 1
Philadelphia 4,141,867 4,242,372 4,858,480
Richmond 3,550,287 K 3,737,833 l 3,947,265 

( 5,677,700Chicago 5,107,119 f 5,048,272
Dallas 5,477,968 6,018,549 5,835,972
Omaha 3,487,532 3,930,157 4,035,416
Madison 4,598,015 4,588,022 5,167,036
Minneapolis 3,378,906 3,929,314 3,916,538
San Francisco 5,981,639 5,979,911 6,491,673
Kansas City 4,849,002 4,672,765- 5,117,691.

Legal Division 2,499,338 2,602,176 2,937,700
Office of Personnel Management 7,751 ,739 8,050,285 9,075,610
Division of Management Systems

and Financial Statistics 5,834,268 6,189,737 6,850,881
Division of Research 712,844 759,561 850,316

TOTAL $103,484,237 $107,092,872 $116,000,000

 ̂re-organization in May 1979 consolidated existing functions previously 
performed by Legislative Counsel, Congressional Liaison Staff, and 
Office of Information.

2 dissolved during 1978 and incorporated into Division of Research and 
Office of the Controller.

1/16/80
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FEDERAL DEPOSIT INSURANCE CORPORATION 
AUTHORIZED POSITIONS 
BY ORGANIZATION _____

Organization

Executive Office 
* Office of Legislative Affairs 
Office of Consumer Affairs and 

Civil Rights
Office of the Executive Secretary 
Office of Corporate Audit 
Office of Employee Relations 

2 Office of Corporate Planning 
Office of the Controller 
Division of Liquidation: 

Washington Office 
Division of Bank Supervision: 

Washington Office 
Reserve/Pool 
Regional Office Total 

Atlanta 
Boston 
Chicago 
Columbus 
Dallas 
Kansas City 
Madison 
Memphis 
Minneapolis 
New York 
Omaha
Philadelphia 
Richmond 
San Francisco 

Legal Division
Office of Personnel Management 
Division of Management Systems 

and Financial Statistics 
Research
Unallocated positions 

Subtotal

Division of Liquidation:
Field Offices

1978 1979 1980

33 42 17
— — 16

19 24 23
25 25 15
30 36 34
10 10 9
18 — —

213 217 192

45 43 37

231 202 166
94 22 —

2,841 2,871 2,626
237 ̂ 240 ï 226 Ì
191 181 162
236 232 213
140 147 134
260 258 237
202 203 192
193 \ 198 

209
191 L

211 192
150 156 143
298 313 282
158 164 145
191 190 164
138 143 131
236 J 237 v 214 J
139 136 108
75 54 49

230 228 218
34 41 31

— — 59
W S 7 “3851 3600

TOTAL

465

4502

475

4426

427

4027'

re-organizatton in May 1979 consolidated existing functions previously 
performed by Legislative Counsel, Congressional Liaison Staff, and Office 
of Information,

dissolved during 1978 and incorporated into Division of Research and 
Office of the Controller,

of the 4,027 total, 336 are part-time or co-op positions.
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FEDERAL DEPOSIT INSURANCE CORPORATION 
SUMMARY OF 1980 BUDGET OF LIQUIDATION EXPENSES

The Budget of Liquidation Expenses Introduced this year is designed to give the FDIC better 
monitoring and control of expenditures for closed bank purposes. The Budget of Liquidation 
Expenses is essentially a statement of costs to be incurred 1n 1980 in the continuing admini
stration of banks that failed in 1979 or earlier. It also contains a $313,000 contingency to 
begin closed bank activities for’failures that will occur in 1980. After any failure, an 
individual closed bank budget 1s developed for that bank 1n Liquidation or Receivership and 
incorporated into our 1980 Budget of Liquidation Expenses.

The Budget of Liquidation Expenses 1s the product of our consolidated Liquidation Accounting 
System which was conceived in 1977, developed in the ensuing two years and inaugurated last 
January 1. The Liquidation Accounting System will collect, monitor and compare budget amounts 
with actual expenditures; it 1s capable of producing status reports regularly or on demand.

This first Budget of Liquidation Expenses also contains 1979 comparison figures which we 
believe to be substantially accurate although their derivation was complicated by the fact that 
liquidation related accounts were reclassified during the development of the new accounting 
and budgeting systems.

This Budget of Liquidation Expenses is composed of three main categories, as defined below:

1. Insurance Expense - These expense classifications (in the 8000 series of accounts) 
represent costs borne by the Corporation in fulfilling its responsibility immediately 
after the initial closing of a bank and Include the actual expenses incurred during 
the payoff process. These expenses are not and should not be charged to any receipts 
or income derived from the sale or management of Assets assumed by the Liquidation.
(They are classified as non-recoverable insurance expense.)

The remaining two categories both consist of expenses incurred during the actual liquidation
process :

2. Liquidation Expense - These expense classifications (in the 9100 Series of Accounts) 
are associated with running the liquidation office and the management of the mortgages, 
notes, loans, and other assets assumed by the Liquidation as a result of the bank failure.

2. Expenses Incurred in Operation of Owned Assets - These expense classifications (in 
the 9500 series of accounts) represent the cost of actual operation or maintenance of 
assets the Liquidation has title to. This occurs when a debtor defaults on his loan 
and the Liquidation acting on behalf of the stockholders forecloses and becomes the 
actual owner of the original collateral.

A summary of this total Budget of Liquidation Expenses, by major category, is given bel 
(For greater detail, refer to the following pages where a detailed schedule of each maj 
appears.)

ow.
major category

Insurance Expense 
Liquidation Expense 
Expenses Incurred 1n Operation of 

Owned Assets

TOTAL

1980 Budget

$ 1,861,056
.61,339,896

8,462,410

$ 71,663,362»

1979 Projected

$ 2 , 0 T 4 , 3 1 2  
82,107,840

6,308,332

$ 90,430.484

»This figure consists of planned expenditures for all closed banks as of late 1979. There is, 
of course, no way of planning for bank closings which will occur in the future, and as banks 
fail during 1980, budgets for these new closed banks will be prepared and added to this total
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INSURANCE EXPENSE

ACCT

8311
8314
8316

8331
8332

8341
8342
8343
8344

8351
8352
8353

EXPENDITURE CLASSIFICATION

Regular Salaries
Overtime/Holiday Pay/Night Differential 
Personal Services Contract 

TOTAL SALARIES

Travel
Subsistence

TOTAL TRAVEL

Legal Fees - FDIC Initiated 
Out of Pocket - FDIC Initiated 
Legal Fees - Non FDIC Initiated 
Out of Pocket - Non FDIC Initiated 

TOTAL LEGAL FEES

Equipment Rental 
Office Supplies 
Contractual Services 

TOTAL OTHER EXPENSES

1980 BUDGET

$ 105,000

45,000
$ 150,000

$
1
188,440
,499,212

$ 1,687,652

$ 12,439

4,000

i 16,439

$ 2,000 
3,900 
1 ,065

$ 6,965

1979 PROJECTED

$ 259,000
1 259,000

$ 1 ,753,412 
$ 1 ,753,412

$ 1,900

$ TT9ÖÖ

T - o -

TOTAL $ 1 ,861 ,056 $ 2,014,312
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LIQUIDATION EXPENSE

ACCT EXPENDITURE CLASSIFICATION 1980 BUDGET 1979 PROJECTED

9111 Salaries $ 6,321,145 $ 6,430,453
9115 Overtime/Holiday Pay/Night Differential 23,550 88,022

TOTAL SALARIES $ 6,344,690 $ 6,518,475

9125 Indirect Cost Allocation $ 615,484 $ 744,855
TOTAL INDIRECT COSTS T 615,484 $ 74 4 ,s ss

9131 Legal Fees - FDIC Initiated $ 7,534,278 $ 8,608,521
9132 Out of Pocket - FDIC Initiated 834,834 975,743
9133 Legal Fees - Non FDIC Initiated 1,062,250 1,375,363
9134 Out of Pocket - Non FDIC Initiated 135,093 228,112

TOTAL LEGAL EXPENSES r 9,566,455 $ 11 ,187,739

9141 Collection Fees $ 241,358 $ 299,004
9142 Appraisal Fees 436,165 660,861
9143 Accounting/Audit Fees 204,300 198,565
9144 Personal Service Contracts 160,750 268,520

TOTAL OUTSIDE SERVICES T H 70427573 t 1,426,950

9151 Travel $ 323,912 S 274,943
TOTAL TRAVEL T 323,912 t 274,943

9151 Utilities $ 343,800 $ 319,061
9152 Office Rent 1 ,215,769 1 ,266,097
9163 Insurance Expense Coverage 46,501 41,448
9164 Repairs 6,361 3,652
9165 Improvements 1 ,200 5,320

TOTAL BUILDING & LEASED SPACE COSTS $ 1 ,613,631 Î 1 ,635,578

9171 Equipment Purchase $ 42,470 S 58,709
9172 Equipment Rental 156,597 172,445
9173 Equipment Maintenance and Repairs 35,837 28,914
9174 Automobile Expense 130,366 110,245
9175 Depreciation Expense 8,500 8,500

TOTAL EQUIPMENT $ 3737777 $ 378,813

9181 Supplies and Materials $ 102,776 S 94,177
9182 Printing and Reproduction 21,355 30,530
9183 Computer Services 29,210 43,920
9184 Credit Life Insurance 1 ,105 1 ,407
9185 Filing and Other Court 62,357 103,273
9186 Business Taxes 1 ,165 1 ,180
9187 Postage 58,049 59,265
9188 Advertising 100,821 69,475

TOTAL OTHER COSTS T 376,838 S 403,227

9191 Interest on Loans Sold or Serviced $ 215 $ 8,000,211
9192 Interest Expense on Funds Borrowed

from FDIC 40,309,423 $ 50,686,349
9193 Other Interest Expense 772,900 850,700
9194 Interest on Deposits — —

TOTAL INTEREST EXPENSE T 41 ,082,538 $ 59,537,260

TOTAL $ 61 ,339,896 $ 82,107,840
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EXPENSE INCURRED IN OPERATION OF OWNED ASSETS

ACCT EXPENDITURE CLASSIFICATION 1980 BUDGET 1979 PROJECTED

9511 Management Fees $ 383,205 $ 302,505
9512 Collection Fees • * —

9513 Accounting/Audit Fees 7,750 2,775
TOTAL OUTSIDE SERVICES $ 390,955 Î 305,280

9521 Personal Services Contract $ 616,650 $ 613,275
TOTAL PERSONAL SERVICES i 616,650 T 613,275

9531 Legal Fees $ 59,577 $ 38,155
9532 Out of Pocket 8,225 6,230

TOTAL LEGAL COSTS T~ 67,802 $ 44,385

9541 Travel $ 1 ,160 $ 880
TOTAL TRAVEL $ 1,160 y 880

9551 Ground Maintenance $ 545,641 $ 412,675
9552 Ground Improvement 140,150 234,390
9553 Building Maintenance 312,433 220,560
9554 Building Improvement 281,245 264,354

TOTAL MAINTENANCE AND IMPROVEMENTS $ 17279,460 T “T,131,979

9561 Utilities $ 613,270 $ 523,069
9562 Taxes 3,956,025 2,599,312
9563 Insurance Coverage Expense 496,543 245,828
9564 Supplies and Materials 779,425 663,700
9565 Filing and Other Costs 65,631 9,746
9566 Advertising 54,820 68,691

TOTAL OTHER OPERATING EXPENSES $ 5,965,714 $ 4,110,346

9571 Equipment Purchased $ 42,700 $ 62,300
9572 Equipment Rental 75,360 26,437
9573 Equipment Maintenance 22,600 13,450

TOTAL EQUIPMENT T " T4'Û,66Ô T~ 102,187

TOTAL $ 8,462,410 $ 6,308,332
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