82d Congress, 2d Session - - - - . House Document No, 317

REPORT ON AUDIT OF THE FINANCIAL STATE-

MENTS AND ACCOUNTS OF THE HOME LOAN

BANK BOARD AND THE ORGANIZATIONS UNDER
ITS SUPERVISION

LETTER
FROM

COMPTROLLER GENERAL OF THE
UNITED STATES

TRANSMITTING

A REPORT ON THE AUDIT OF THE FINANCIAL STATE-
MENTS AND ACCOUNTS OF THE HOME LOAN BANK
BOARD AND THE ORGANIZATIONS UNDER ITS SUPER-
VISION, CONSISTING OF THE ELEVEN FEDERAL HOME
LOAN BANKS, FEDERAL SAVINGS AND LOAN INSUR-
ANCE CORPORATION, AND HOME OWNERS’ LOAN
CORPORATION, FOR THE YEAR ENDED JUNE 30, 1951,
PURSUANT TO THE GOVERNMENT CORPORATION
CONTROL ACT (31 U. S. C. 841), AND THE BUDGET AND
ACCOUNTING ACT OF 1921, AS AMENDED

JANUARY 8, 1952.—Referred to the Committee on Expenditures
in the Executive Departments and ordered to be printed

UNITED STATES
GOVERNMENT PRINTING OFFICE
93068 WASHINGTON : 1952

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



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



LETTER OF TRANSMITTAL

GENERAL Accounting OFFICE,
CoMPTROLLER GENERAL OF THE UNITED STATES,
Washington 25, December 29, 1951,
The honorable the SreaxER oF THE HoUsE oF REPRESENTATIVES,
Dzear Mr. SreakeR: There is presented herein report on the audit
of the financial statements and accounts of the Home Loan Bank
Boarp and the organizations under its supervision, consisting of the
eleven FEDERAL HOME LOAXN BANKS, FEDERAL SavINGs AND Loan
Insurance CorroratioN, and Home OwxNers' LoaNn CORPORATION,
for the year ended June 30, 1951, pursuant to the Government Cor-
poration Control Act (31 U. S. C. 841), and the Budget and Account-
m%Act of 1021, as amended.

espectfully submitted.
Linpsay C. WARREN,

Comptroller General of the United States.
nr
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REPORT ON AUDIT OF THE FINANCIAL STATEMENTS AND
ACCOUNTS OF THE HOME LOAN BANK BOARD AND THE
ORGANIZATIONS UNDER ITS SUPERVISION, FOR THE YEAR
ENDED JUNE 30, 1951

GENERAL AccounTing OFFICE,
CorroraTioN Auprrs Division,
Washington 25, D. O,
Hon. Linpsay C. WARREN,
Comptroller General of the United States.

DEear Mr. Warren: We have examined the financial statements
and accounts of the Home Loan BANk Boarp and the organizations
under its supervision, consisting of the eleven FEDERAL HOME LOAN
BANKS, FEDERAL SavinGs AND LoaN Insurance CorporaTION, and
HoMme Ownens’ Loan CorPORATION, for the year ended June 30, 1951,
pursuant to the Government Corporation Control Act (31 U. S. C.
841). As required by section 301 (a) of the act, we utilized to the
fullest extent practicable the reports of supervisory examinations
made by the Home Loan Bank Board. The accounts of the HLBB
were also audited and settled under the Budget and Accounting Act
of 1921, as amended. .

The Home Loan Bank Board is a constituent organization of the
Housing and Home Finance Agency (Reorganization Plan No. 3 of
1947, effective July 27, 1947—5 U. S. C. 133y-16 note). It is under
the general supervision and coordination of the Administrator of
the Housing and Home Finance Agency.

General COMMENTS

Home Loan Bank Board

The Home Loan Bank Board, & nonincorporated organization,
supervises the Federal Home Loan Bank System. It chartered the
Federal home loan banks and supervises their activities pursuant to
the Federal Home Loan Bank Act of 1932 (12 U. S. C. 1423, 1437).
Concurrently, it is the board of trustees of Federal Savings and Loan
Insurance Corporation (12 U. 8. C. 1725 (a)) and the board of direc-
tors of Home Owners’ Loan Corporation (12 U. S. C. 1461). In addi-
tion to these functions, it charters and supervises Federal savings and
loan associations pursuant to_the Home Owners’ Loan Act of 1933.

The activities of the Home Loan Bank Board consist principally of
establishing policies for and supervising the organizations which it
heads, and supervising the activities of Federal savings and loan
associations. The activities of the Board are carried out by an ad-
ministrative organization immediately under its direction. Some of
the activities of this organization are performed on behalf of the super-
vised organizations on a reimbursable basis. Also, this organization

1
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2 AUDIT OF THE HOME LOAN BANK BOARD

makes periodic examinations of Federal- and state-chartered associa-
tions to ascertain their financial condition and compliance with pre-
seribed regulations applicable to membership in the Federal home
loan banks, to insurance by FS&LIC, and to holding Federal charters.
These examinations are used also by the banks. In some cases special
examinations are made of applicants for insurance, for membership
in the banks, and for Federal charters. The per diem fee for exami-
nations was increased from $34 to $37 during the year. Despite the
increase in the examining fee, the fees were insufhicient to cover the
expenses of this activity. There were no major activity or organiza-
tional changes during the 1951 fiscal year.

The Board’s expenses are classified by law as administrative and
nonadministrative. Administrative expenses are paid from assess-
ments made on the organizations under the direction of the Board.
The nonadministrative expenses, consisting principally of the expense
of making examinations, are paid from fees charged for the examina-
tions and from reimbursements for services rendered others. .

The Board does not receive funds appropriated from the United
States Treasury for any of its activities, but its administrative ex-
penses are subject to an annual limitation set by the Congress. The
nonadministrative expenses have not been limited by the Congress,
but they have been apportioned by the Bureau of the Budget.! Ex-
penses incurred during the 1951 fiscal year did not exceed the limita-
tions set by the Congress ($455,000) and the Bureau of the Budget.

Working capital of the Board (exhibit A-1, p. 15) has been derived
from excess assessments made against the Federal home loan banks.
Cumulative excess assessments at June 30, 1951, amounted to
$427,542. The excess assessments have been used to finance the cum-
ulative deficit of the examining division ($191,878 at June 30, 1951)
and to bear the expense of chartering and supervising Federal savings
and loan associations. The working capital at June 30, 1951, amount-
g to $235,664, was $10,291 less than at June 30, 1950, due to the
deficit ($36,354) of fecs available for payment of the cxpenses of the
examining division after excess assessments of $26,063.

During the year Federal charters were granted to 21 savings and
loan associations and one charter was canceled as a result of & merger
of two associations, bringing the total of federally chartered associa-
tions at June 30, 1951, to 1,535. The Board charged no fees for con-
sidering applications for, granting, or supervising federally chartered
mnstitutions. The expense of this activity was borne out of assess-
ments upon the Federal home loan banks. This policy of the Board
is contrasted with the practice of most states of charging a fee for
granting charters and the supervision they entail.

. Following is a summary of the sources of funds available to the
Board and their application during the year ended June 30, 1951.

1 Nonadministrative expenses have been limited by the Congress for the 1952 fiscal year.
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AUDIT OF THE HOME LOAN BANK BOARD 3

Soutrces of funds:
Assessments on:

Federal home loan banks___________________ $430, 000

Federal Savings and Loan Insurance Corpora-
tion______ .. __ 168, 198
Home Owners’ Loan Corporation__.___. 73, 249
Fees for examination of insured institutions 1, 484, 993
Decrease in working capital__________________ " 10,291
$2, 166, 731

Application of funds:

Administrative and operating expenses,net__..____ $2, 166, 731

Comparative statements of the financial position of the Board at
June 30, 1951 and 1950, and of expenses for the fiscal years then ended.
are presented as exhibits A-1 and A-2 at pages 15 and 16.

Federal home loan banks

The Federal home loan banks (chartered by HLBB in 1932 pursuant
to the Federal Home Loan Bank Act (12 U. S. C. 1423)) and their
members constitute the Federal Home Loan Bank System, which
provides a credit reservoir and performs substantially the same
function for its members that the Federal Reserve System performs
for commercial banks and the Federal land banks perform in the field
of farm finance. L

Twelve district banks were organized in 1932, each serving a
geographical area. Of the original 12 there were 11 district banks in
operation at June 30, 1951 (the banks at Los Angeles and Portland
were merged into a new bank at San Francisco in 1946). The San
Francisco bank maintains branches in Los Angeles and Portland.

Each of the banks is managed by a board of twelve directors, four
of whom are appointed by the Home Loan Bank Board and the
remainder are elected by member institutions, in accordance with the
act and regulations prescribed by the HLBB. Although the manage-
ment of each bank is vested in its board of directors, the Board is sub-
ject, in all its acts, to the regulations prescribed by the HLBB. The
HLBB is required by law to make an annual examination of each
regional bank. ‘There were 3,963 members of the banks at June 30,
1951, an increase of 65 from the total of the previous year.

The banks obtain funds for their credit reserve activities from
Subscriptions to capital stock, deposits made with them by member
institutions, issuance of consolidated obligations, and from earnings.
The income of the banks is derived principally from interest earned
‘on advances made to members and from interest earned on invest-
ments in Government securities. Their primary expenses are interest
‘cost on consolidated obligations issued and on time deposits n_mde by
members with the banks. Other expenses are of an operating and
Supervisory nature,

]'i‘he bagks’ funds are used for making advances to members; for
investments as required by law and regulations with respect to 1eg}tlzl
Iﬁserves, members’ deposits, and liquidity reserves established by the

LBB; and for their operating expenses. )

A statement showing sourcgs and application of funds during the
1951 fiscal year appears as exhibit B-3 on page 19.
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4 AUDIT OF THE HOME LOAN BANK BOARD

Collateral must be furnished by the borrowing institutions for
advances made by the banks if maturity exceeds one year. Col-
lateral may be required on advances maturing within one year.
Collateral must consist of home mortgages, securities, time deposits,
or obligations of or guaranteed by the United States, subject to such-
regulations as the F%LBB may prescribe. The authorized borrowing
capacity of each bank member at June 30, 1951, was the amount for
which the member could legally obligate itself, 50 percent of its net
assets or 50 percent of its liability for shares and deposits, whichever
was less, unless otherwise directed by the HLBB. Because of the
current national emergency, the boards of directors of the banks
adopted resolutions in the 1951 fiscal year reducing the borrowing
limit of each bank member (where such member intended to make new
Joan commitments or use the funds for loan expansion purposes) from
50 percent to 30 percent or less of its borrowing capacity. Neverthe-
less, advances of $690,720,743 made during 1951 were $288,006,609
greater than advances made in the prior peak year of 1948. The total
advances outstanding at June 30, 1951, were $816,156,292 compared
with $442,760,555 at June 30, 1950, an increase of $373,395,737.
During the year the banks made increased advances to their member
associations, enabling the associations to meet loan commitments
made prior to the new credit restrictions and also to have funds
available 2t the time of heavy withdrawals by the associations’ share-
holders shortly after the Korean outbreak.

The combined net earnings of $6,606,716 for the 1951 fiscal year
were 19 percent greater than the $5,532,430 earned during the prior
year. The increase in earnings was due principally to an cxpansion
in the volume of advances made to member institutions during 1951.
Interest earned on advances ($14,929,550) increased 103 percent from
the $7,339,818 earned in the preceding year. This gain resulted from
an increase of $346,097,997 in the average monthly outstanding
advances and an increase in the average interest rate. The average
interest rate earned on advances in 1951 was 2.11 percent; in 1950,
2.03 percent; and in 1949, 2.04 percent,.

The banks are authorized to invest their funds in Government
securities or I securities authorized for fiduciary or trust investment
by the states in which they are located. Income from investments
declined $1,696,293 during the 1951 fiscal year beeause the average
monthly investment was lower by $124,249,608 than that of the
previous year. The yield, however, increased from 1.70 percent in
1950 to 1.90 percent in 1951.

The banks accept deposits by members either subject to demand.
or on & time basis. Interest paid on time deposits ranged from 1 to
1} percent; no interest is paid on demand deposits. At June 30, 1951,
deposits were $239,847,364, a decrease of 25 percent from the
$321,519,106 at June 30, 1950. Eighty-six percent of the deposits.
at June 30, 1951, were time deposits. Legal restrictions require that
an amount equal to the total of the members’ deposits be invested:
in Government securities, deposited in banks, or used for advances-
with maturities of not more than one year.

An important attribute of a credit reservoir, such as the Federal
home loan banks, is the ability to supply temporarily the needs of
any bank from the reserve funds of other banks in the system. For-
this purpose, the law authorizes the use of interbank deposits. The-
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AUDIT OF THE HOME LOAN BANK BOARD 5

banks make these deposits from funds in excess of their current needs.
The rates of interest paid on these deposits in 1951 ranged from 1.47
percent to 2.11 percent.

Consolidated obligations outstanding at June 30, 1951, were
$543,800,000 (excluding $3,700,000 held by the banks) compared with
$172,000,000 at June 30, 1950. Consolidated obligations are author-
ized to be issued to the public by the HLBB on behalf of the banks,
subject to the approval of the Secretary of the Treasury, to obtain
financing needed for bank operations. In addition, the Secretary of
the Treasury is authorized to purchase interest-bearing obligations
of the banks, at his discretion, up to an amount outstanding at any
one time of $1 billion. This authorization is principally for use
under distress conditions and never has been used. The consolidated
obligations, currently being issued in the form of notes, are the
joint and several obligations of the eleven banks and are not guar-
anteed by the United States Government as to principal or interest.
HLBB regulations provide that consolidated bonds or notes shall not
be issued in an amount in excess of 12 times the total paid-in capital
stock and reserves required under section 16 of the act (12 U. S. C.
1436). Consolidated obligations outstanding at June 30, 1951, were
well within this limitation. To meet the increased demand for loans,
consolidated obligations of $1,050,500,000 were issued during 1951
compared with $333,000,000 issued during 1950. In order to assure
payment of the obligations, the banks at all times are required to
maintain assets of specified types, free from any lien or pledge, at
least equal in amount to the consolidated obligations outstanding.
At June 30, 1951, the assets so held were $863,425,149 compared to
outstanding obligations of $543,800,000. Interest and other costs of
borrowed money (concessions on obligations sold and expenses of the
office of the fiscal agent) of $8,090,578 was $5,073,493 (168 percent)
greater than in 1950 due to an increase of $269,337,871 in the average
amount of consolidated obligations outstanding at higher average
interest rates. 'The average cost of tgoni%\ggd money was 1.77 percent
in 1951 compared with 1.55 percent in . i

Originallypthe Gow:rnmen%; subseribed and paid for $124,741,000
of capital stock of the banks. During the 1851 fiscal year the Gov-
ernment investment in the banks was reduced by $65,221,900, while
members’ stockholdings were increased $107,266,050 m compliance
with additional requirements for their stock ownership. Each
member institution must own a minimum of capital stock in the
regional bank equal to 2 percent of its home mortgage ’Ioans, with a
minimum subscription of $500. The Government’s remaming
investment in the banks at June 30, 1951 ($5,000,000 each in the Little
Rock and San Francisco banks), was retired in the following month,
thus permitting the Government to earn a final semiannual dividend
8t June 30, 1951. ] ) .

All banks paid dividends out of earnings during the year ranging
from 1 to 214 percent, the weighted average being 1.66 percent.
The dividends received by the Government in 1951 were at a lower
rate than the average interest rate (1.981 percent) on marketable
issues of the public debt. The estimated interest cost to the United
States Treasury on the Government’s investment in the banks in 1951
was approximately $253,000 (1950, $447,500) more than the dividends

received on the investment.
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6 AUDIT OF THE HOME LOAN BANK BOARD

The HLBB requires that all banks maintain an investment in
specified assets, totaling $100,000,000, to assurc sufficient liquid
assets. Each bank is required to participate in this “liquidity reserve”
in the ratio of its total paid-in capital to the total paid-in capital of
all banks.

Each bank is required to transfer to its “legal” reserve account,
semiannually, 20 percent of its net earnings until the reserve is equal
to its paid-in capital, as required by section 16 of the act, which also
prescribes that this reserve be invested in Government securities
and in such securities as fiduciary and trust funds may be invested
under the laws of the state in which the bank is located. The banks
have complied with this requirement. In addition, they have fol-
lowed a policy of transferring some of their earnings to a “contingency
reserve.” This reserve does not represent a known or prospective
liability; consequently these earnings may be considered a part of the
undistributed earnings. ’

A comparative consolidated balance sheet showing the financial
position of the banks at June 30, 1951 and 1950, and & comparative
consolidated statement of earnings showing the results of operations
for the fiscal years then ended are presented as exhibits B-1 and
B-2 at pages 17 and 18.

In a prior year the Long Beach Federal Savings and Loan Associa-
tion, a member of the San Francisco bank, brought suit against the
Federal Home Loan Bank of San Francisco and others in the United
States District Court for the Southern Distriet of California, Central
Division. The association alleges substantial damages arising out of
the consolidation of the Los Angeles and Portland banks into the
Federal Home Loan Bank of San Francisco and the appointment of
a conservator for the Long Beach Federal Savings and Loan Associa-
tion. There has been no change in the case during the year. The
association is indebted to the bank for $6,300,000 for notes matured
m previous years plus interest at the rate of 2 percent from December
31,1047, The association has deposited cash of $1,303,231 (at March
9, 1951) and Unitéd States Treasury bonds with par value of $5,300,000
with the Court Registry pending outcome of the suit. In a’ddition,
the bank has a lien on the paid-in capital stock of the association
amounting to $608,400. Recorded costs of this litigation charged to
operations by the San Francisco bank totaled about $148,000 from
inception to June 30, 1951, of which approximately $37,000 was re-
corded in fiscal year 1951 operations. Beginning with the bank’s
semiannual dividend of December 31, 1949, dividends due the asso-
ciation have been withheld to be applied on interest due from it.

Federal Savings and Loan Insurance Corporation

Federal Savings and Loan Insurance Corporation insures the ac-
counts in savings and loan and similar institutions in the maximum
amount of $10,000 for each investor (48 Stat. 1256; 12 U. S. C. 1725).
The maximum covered by insurance was increased from $5,000 to
$10,000 by legislation enacted September 21, 1950, ’

FS&LIC is a wholly owned Government corporation. Capital
stock of $100,000,000 was acquired originally by Home Owmers’ Loan
Corporation and later transferred by law to the Secretary of the
Treasury. Subsequen§ legislation requires the Corporation to retire
annually at par a portion of its capital stock equal to one-half of its
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AUDIT OF THE HOME LOAN BANK BOARD 7

net income for each fiscal year (beginning with 1951) until the entire
capital stock is retired. For the 1951 fiscal year provision was made
to retire $6,716,000 of the $100,000,000 capital stock. The legisla-
tion also requires that in lieu of dividends on its capital stock the Cor-
poration shall pay to the Secretary of the Treasury after the end of
each fiscal year, beginning with 1951, a return on the average amount
at par of its capital stock outstanding during such fiscal year at a
rate determined by the Sceretary of the Treasury. Pursuant to this
legislation provision was made in the amount of $1,875,000 (1% percent
of $100,000,000 capital stock outstanding) for payment to the Secre-
tary of the Treasury. The amount of capital stock determined to be
retired was based on the net earnings of the Corporation before pro-
vision for the return on capital stock in lieu of dividends. Both pro-
visions are shown as current liabilities in the balance sheet of the Cor-
poration (exhibit C-1, p. 24) and were paid in July 1951.

The Corporation is authorized to borrow from the Treasury not
exceeding in the aggregate $750 million outstanding at any one time;
it cannot borrow from any other source. Each loan is to bear interest
at a rate to be determined by the Secretary of the Treasury. This
borrowing power has not been used. L

Operations during the year consisted of underwriting Insurance,
billing and collecting premiums, investing surplus funds, and placing
in a condition for sale the assets of an insured institution purchased
in the 1950 fiscal year to prevent default. o

There were 2,944 insured savings-and-loan-type institutions at June
30, 1951, representing 49 percent of all such ingura_ble institutions in
the United States. The number of insured institutions increased 145
during the fiscal year 1951. Total assets of insured institutions repre-
sented 83 percent of the assets of all operating associations. Approxi-
mately 8,700,000 investors’ accounts (one million increase over 1350)
were insured, representing 79 percent of accounts 1 all.operatmg as-~
sociations. The insured shares of investors were estimated to be
$12,164,279,000, an increase of 22 percent over tlie previous year.

No insured institution has been placed in receivership since 1941,
and no contributions to prevent default have been made since 1945.
During the 1950 fiscal year the Corporation, under section 406 (f) of
title IV of the National Housing Act, exercised its power to purchase
the assets of an insured institution (state-chartered) to prevent default.;.
The entire assets of the Koruna Savings and_ Loan Assocmtﬂlon, Chi-
eago, Tllinois, were purchased on April 10, 1950, for $4,405,175—suffi-
cient to pay all shareholders and creditors in full regardless of amount.
The purchase was made for the stated purpose of realizing on the
assets of the institution at the least possible expense. At June 30,
1951, the Corporation’s net investment in these assets amounted to
$994 270. Since realization on the remaining assets is almost com-
pleted and no loss is anticipated, the 3 percent provision for loss
(8132,155) created out of 1950 fiscal year earnings was taken upin the
1951 carnings. ) N

nsumnceg premiums carned during the 1951 fiscal ycar }f}e{'e
$9,244,653, an increase of $1,391,292 over the previous year. his

ncrease resulted from about $2% billion additional insured share

liability. Insurance premiums due from members at June 30, 1951,
were $2,696,3:i6, an increase of $2,556,955 over the June 30, 1950,
balance of $139,381. This increase is due to the rather small amount
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8 AUDIT OF THE HOME LOAN BANK BOARD

due from members at June 30, 1950, the balance at June 30, 1950,
having been reduced by credits due members because of & redue-
tion in the premium rate retroactive to July 1, 1949. Unearned
insurance premiums at June 30, 1951, were $4,847,003, a net decrease
of $2,023,797 from $6,870,800 at June 30, 1950. This decrease in
part represents the unapplied credits at June 30, 1950, due insured
institutions because of the reduced premium rate. These credits
were applied during the 1951 fiscal year.

The total administrative and operating expenses were $577,108
for the 1951 fiscal year, a net reduction of $41,040 from the previous

ear. 'The administrative expenses did not exceed the $635,000
ﬂmitation set by Congress (General Appropriation Act, 1951—64 Stat.
722). The decrease in administrative and operating expenses was
due principally to the decrease ($23,037) in cost of personal services
and the net decrease ($18,002) in the Home Loan Bank Board assess-
ment to FS&LIC. The principal decrease in personal services
resulted from a reduction in staff used in liquidating the assets pur-
chased in 1950 to prevent default of an insured institution,

Net earnings are used to create an insurance reserve fund for the
protection of investors in insured institutions, as required by section
404 of the National Housing Act. Annual insurance premiums are
to be paid by insured institutions until the reserve fund equals 5 per-
cent of all insured accounts and creditors’ obligations of all insured
institutions. At June 30, 1951, $11,556,147 of net carnings were
transferred to the reserve fund. This was an increase of $1,564,489
over the 1950 earnings. The insurance reserve fund at June 30, 1951,
was .76 of 1 percent of the total insured liability compared with .84 of
1 percent at June 30, 1950. The reduced ratio is due to the fact that
the increase in insurance coverage exceeded the increase in insurance
reserve.

Following is a summary of the sources of funds and their application
during the year ended June 30, 1951.

Sources of funds:

Income (before net noncash credit of $128,955) ...  $11, 427, 102
Re_ahz'at]on on assets purchased from an insured

institution to prevent default...__._.___.__.__ 3, 240, 312
Net increase in accounts payable ($8,585,130) less

net increase in current assets ($3,705,094) . ___ 4, 880, 036

$19, 547, 540
Application of funds:

Reduetion in unearned and prepaid premi

Retirement of capital stockli . .p. - .Ii - .n}l.lilfl? : I_lff:: sg, (7)??;' (7)3(7;

Purchase of Government securities____________.. 10, 804, 180

Purchase of assets__...__________ . ... .~ "3, 563
819, 547, 540

Comparative statements showing financial position at June 30, 1951
and 1950, and the results of operations for the fiscal years then ended
are presented as exhibits C~1 and C-2 at pages 24 and 25.
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AUDIT OF THE HOME LOAN BANK BOARD 9

Home Owners’ Loan Corporation

Home Owners’ Loan Corporation is a wholly owned Government
corporation, created by the Home Owners’ Loan Act of 1933 (12 U. S.
C. 1461) for the purpose of providing emergency relief with respect to
home mortgage indebtedness, of refinancing home mortgages, and of
extending relief to owners who occupied their own homes and were
unable to refinance their debt clsewhere.

The greater part of the capital required to finance the investment
in loans, properties, and other activities, exclusive of the original
capital stock of $200,000,000, was obtained by the issuance of
bonds. The total bonds initially issued amounted to approximately
$3,500,000,000 and, in the main, were exchanged for mortgages.

Since 1933 the Corporation has been servicing the acquired mort-
gages and properties. During the past two years it has been aggres-
sively liquidating these assets. For all practical purposes, the Cor-
poration had been liquidated at the close of the 1951 fiscal year, thus
having attained the objective of the management as to a target date
for liquidation. This accomplishment resulted from aggressive poli-
cies and administration established by the Home Loan Bank Board
and the management of the Corporation. )

The Corporation has not been legally extinguished. We believe
legistation is required to do so. (See recommendation at page 10.)

During the 1951 fiscal year the remaining capital stock ($74,000,000)
was retired and accumulated carnings in excess of current needs for
liquidation ($13,800,000) were paid into the United States Treasury.
The ability of the Corporation to liquidate and return the entire origi-
nal capital investment to the Treasury, without loss, arose out of
baving had cumulative income of about $1,304 million; and after cum-
ulative expenses and losses of about $1,290 million, the Corporation
had cumulative net earnings of over $14 million. This record is re-
markable when it is recalled that HOLC acquired mortgages which
were in default and could not otherwise be refinanced. While net
earnings of about 14 million dollars will be paid into the United States
Treasury, these earnings are not to be viewed as a profit on the oper-
ation of HOLC from the standpoint of the Government as a whole,
inasmuch as the cost to the Treasury for supplying funds to the Cor-
poration since 1933 was about $91,900,000, or a net cost to the Govern-
ment of about $78,000,000. o . .

The Corporation ended its final year of liquidation with net earnings
for the year of $855,806 resulting principally from income from interest
on loans and premiums on sales of loan accounts, -

After the close of the fiscal year $75,000 of the Corporation’s funds
were transferred to the Home Loan Bank Board for nonadministra-
tive expenses to carry out final liquidation of HOLC, as authorized
by the ndependent Offices Appropriation Act, 1952 (Public Law 137,
82d Cong.). . - .

We have not presented cumulative statistical data covering the
life of the Corporation, as this material will be presented by the
Corporation in its final report. A comparative statement of the
financial position at June 30, 1951 and 1950, and a statement showing
results of operations for the year ended June 30, 1951, and cumulative
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10 AUDIT OF THE HOME LOAN BANK BOARD

earnings from inception are presented as exhibits D-1 and D-2,
pages 26 and 27. Following 1s & summary of the sources of funds
and their application during the year ended June 30, 1951:

Sources of funds:
Net income for the year (before noncash charges of

§4,484) e emem e ceme—cc—wana 8860, 240
Collections on and sale of loans and advances.__ 84, 337, 976
Collections on and sale of investments in savings and

loan associations_ .. - mee e eeas 680, 100
Sale of investments in Government securities....-. 2, 000, (_)00
Net decrease in other assets . ..ol 3, 582, 507

$91, 461, 123
Application of funds:
Retirement of eapital stock. ___ ... ... _.___.. §74, 000, 000
Transfer of surplus funds to U. 8. Treasury____.._ 13, 800, 000
Payment and assignment of borrowers’ deposits for

taxes and insurance. .o eaean. 3, 527,073

Advances to borrowers for taxes, repairs, ete___._. 134, 050
$91, 161, 123
e S

RecommeExDATIONS TO THE CONGRESS

Home Loan Bank Board

The Home Loan Bank Board supervises the activities of the
Federal home loan banks, FS&LIC, Federal suvings and loan associa-
tions, and the examination of savings institutions on behalf of its
various functions. The expenses of the Board are paid from assess-
ments, reimbursements, and fees charged for .examinations. The
HLBB is not required by law to pay rent for office space occupied by
its employees in & Government-owned building; the Government’s
share of the costs for retirement, disability, and compensation benefits
to its employees; the cost of legal services provided by the Department
of Justice; or the cost of disbursing facilities furnished by the Treasury
Department. We recommend that the HLBB be required to pay
these costs to the Government and in turn include them in the assess-
ments, reimbursements, and fees paid by the revenue-producing organ-
izations on behalf of whom they are incurred.

Federal Savings and Loan Insurance Corporation

FS&LIC is a wholly owned Government corporation. It is required
by law to pay rent for office space occupied in Government buildings
in the District of Columbia. It does not use the disbursing facilities
of the Treasury Department, But FS&LIC is not required by law
to pay the Government’s share of the cost of retirement, disability,
and compensation benefits to its employees or the cost of legal services
provided by the Department of Justice. We recommend that
FS&LIC be required to pay these latter costs so that the full cost of
operating this activity will be borne by revenue produced by its
operations and will be included in its financial statements.

Home Owners’ Loan Corporation
All the assets of HOLC have been liquidated, and only minor

liabilities remain to be liquidated. Occasional legal acts arising out
of the sale of assets will be required. We recommend that the Con-
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AUDIT OF THE HOME LOAN BANK BOARD 11

gress enact legislation extinguishing the corporate entity, authorizing
the Home Loan Bank Board to perform any acts necessary to perfect
legal acts of HOLC, and authorizing sufficient funds to be transferred
to HLBB from available funds of HOLC to cover the expense on
behalf of HOLC.

Score oF Aupit AND OPINTON

We have examined the balance sheets of the Home Loan Bank
Board, Federal home loan banks, Federal Savings and Loan Insurance
Corporation, and Home Owners’ Loan Corporation as of June 30, 1951,
and the related statements of operations for the year then ended.
Our examination was made in accordance with generally accepted
auditing standards and accordingly included such tests of the account-
ing records and transactions and such other auditing procedures as we
consilered necessary in the circumstances and appropriate in view of
the effectivencss of the systems of internal control and the work
performed by the auditing department of the Home Loan Bank Board.
As required by the Government Corporation Control Act, we utilized
to the fullest extent practicable the reports of supervisory examina-
tions made by the auditor of the Home Loan Bank Board, after a
review of related working papers, field surveys, and observation of
the actual conduct of an examination. The supervisory examinations
were made under acceptable auditing standards and included all audit
steBs and procedures we considered necessary. .

uring our audit we observed no program, expenditure, or other
financial transaction or undertaking which, in our opinion, was carried
on or made without authority of law. ‘

In our opinion, the financial statements of the Home Loan Bank
Board (exhibits A~1 and A-2), Federal home loan banks (exhibits
B-1, B-2,and B-3), Federal Savings and Loan Insurance Corporation
(exhibits C-1 and C-2), and Home Owners’ Loan Corporation (exhibits
D-1 and D-2) present fairly their financial positions at June 30, 1951,
and the results of their operations for the year then ended, in con-
formity with generally accepted accounting principles applied on a
basis consistent with that of the preceding year and with applicable

Federal laws. SrepHEN B. IvEs

Director of Corporation Audits.

03068—52 2
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Housmve ANp HoMmE FINANCE AGENCY
Home Loax Baxxk Boarp
101 Indiana Avenue NW., Washington 25, D. C.

Hon. LinpsaY C. WARREN,
Comptroller General, United States,
Washington 25, D. C.

Dear Mr. Warren: Herewith are financial statements of the Home
Loan Bank Board, Federal home loan banks, Federal Savings and
Loan Insurance Corporation, and Home Owners’ Loan Corporation
showing their financial condition at June 30, 1951, and the results of
operations for the fiscal year then ended. These financial statements
have been prepared from information and reports furnished by those
organizations during the year and the data disclosed by examinations
made under my supervision.

The statements consist of the following:

Home Loan Bank Board
Comparative balance sheet—dJune 30, 1951 and 1950
Comparative statement of expenses, for the years ended June
30, 1951 and 1950
Federal home loan banks
Comparative consolidated balance sheet—dJune 30, 1951
and 1950
Comparative consolidated statement of carnings, for the
years ended June 30, 1951 and 1950
Consolidated statement of sources and application of funds,
for the year ended June 30, 1951
Consolidating balance sheet—dJune 30, 1951
Co?fxosolllggltmg statement of earnings, for the year ended June
H
Comparative consolidated statement of compensation, travel,

s;ggoother expenses, for the years ended June 30, 1951 and

Federal Savings and Loan Corporation
Comparative balance sheet—dJune 30, 1951 and 1950
Comparative statement of income and insurance reserve
fund, for the years ended June 30, 1951 and 1950
Home Owners’ Loan Corporation
Comparative balance sheet—June 30, 1951 and 1950

Statement of income and cumulative earnings, for the year
ended June 30, 1951

In my opinion, the accompanying financial statements present
fairly the financial position of the Home Loan Bank Board, the Fed-
eral home loan banks, the Federal Savings and Loan Insurance Corpo-
ration, and the Home Owners’ Loan Corporation at June 30, 1951,
and the results of their operations for the fiscal year then ended, in

conformity with generally accepted accounting principl jiedona
basis consistent with that of the preceding yegalr). ciples applied o
Respectfully submitted.

E. S. Frazier,

Auditor, Home Loan Bank Board.
12

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



FINANCIAL STATEMENTS

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

13



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



EXHIBIT A-1

HOME LOoOAKN BEAUK BOARD

COMPARATIVE BALANCE SHEET-~-JUNE 30, 1951 AND 19%0

Jung 30 Increase
1951 1350 {~—decrease)

ASSETS
CASH $118,127 $340,434% —$222,307

ACCCUNTS RECEIVABLE:
Insured Institutions for examlaing

fees 136,782 165,034 —28,252
Government azencies 13,111 12,715 396
Long Beach Federal Savings and Loan

Association {note 1) 89,781 82,781
Advances to employees for travel

expenses 19,124 22,835 -~3,711
Qther 918 366 552

INVENTORY OF SUFPLIES AND MATERIALS,
at cost 12,874 9,627 3,247

FIXSD ASSETS:
Furniture, fixtures, and equipment,
at cost ($178,457 at June 30,
19515 and $190,9439 st June 30,
r

1950 fully depreciated - - et
$390,717 $640,792 —$250,075
LIABILITIES
ACCOUNTS PAYABLE AND ACCRUED LIABILITIES
{note Zj:

Government agencies $ 76,712 $ 69,299 $ 7,413
Aecrued salaries 33,359 35,255 —1,896
Other Ry,g82 62,783 =17,B01

DEFERRED JSREDITS:
Assessments collecte. in asdvance
from Federal home loan.banks 227,500 =227,500

WORKING CAPITAL derived from excess
assessments made against Federal
nome loan banks, less deflcit of
?191,878 at June 30, 1951, and

155,524 et June 30, 1950, incurred

by the Examining Division
{exnibit A-2) 235,664 245,955 10,291

$390,717 $640,792 —$250,075

Notes:
1. 4 suit is pending in the United States District Court for the

Southern District of Californis, Central Division, ggainst the
Pederal Home Loan Bank of San Francisco, Home Loan Bank Board,
Federal Savings and loan Insurance Corporation, and.others, and
a claim has been made on behalf of the Long Beach Fedsral Sav-
ings and Loan Associstlon alleging substantial damages. In the
opinion of the general counsel of the HLBEB end of the Department
of Justice attorneys, the action and claim have no validity, and
the suit i3 belng defended.

2, The estimated liability for employees' accumulated annual leave,
which was not recorded in the accounts, was approximately
$358,000 at June 30, 1951.

3. Certain costs, which the Board is not required by law to pay,
are borne by other Government agencies., These costs are not
shown in the financiel statements. They include the Govern-
ment'!s share of the cost of retirement, disability, and compen-
sation benefits to employees; free office space; and services
rendered by the Justice and Treasury Departments.

93068 O - 52 15
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HOME LOAKN

BANK

EXHIBIT A-2

BOARD

CCHPARATIVE STATE

EMENT OF EXPENSES

FOR TH: YEARS ENDED JUNE 30,

1951 AND 1950

EXPENSES:

S2laries

Travel

Transportation of things

Comminications

Rents and utilities

Printing and reproduction

Other contractual services

Services of other Government
agenclies

Supplies and materials

Equipuent

Taxes and assessments

Total expenses

1E33 REIMBURSEMENTS AND
MISCELIANEQUS INCOME:
Federal Savings and Loan
Insurance Corporation
Home Owners' Loan Corporation
Other Govérnment agencies
Other

NET EXPENSES

LE3S ASSESSHMENTS AND FEES DERIVED
FROM EXAMINATIONS:

Federal home lcan banks
Federal Savings and ILoan
Insurance Corporation
Home Owners' Loan Corporation
Fees derived from examination

of insured institutions

ASSRSSMENTS AND FEES IN EXGESS OF

(CIESS THAN] EXPENSES

Working capital at beginning of
fiscal year

WORKING CAPITAL AT END OF PISCAL
YEAR (evhibit A-1)

The notes to exhlbit A-1, page
statement .

93068 O - 52
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Year ended June 30 Increase

1951 1950  {—decrease)
$1,797,301 $1, 869,763 $-72,4%62
323,195 352 ,568 -29 373

1,735 2,384
17,293 17,267 26
39,572 36,453 3,119
2:870 3 3 "162
2,798 6,433 3,635
3,19 2,756 143
33, 666 21,644 12,022
5,329 22,693 -17, 364
780 nd 780

2,227,738 2,33%,993 —107,255
11,169 14,822 —3,683
908 2,641 =1,733
43,083 27,228 15,855
5,847 _2,196 651
61,007 46,917 14,090
2,166,731 2,288,076 —121,345
430,000 427,500 2,500
168,198 186,200 —18,002
73,249 88, '340 15,191
1,484,993 1,615,798 ~130,805
2,156,440 2,317,938 161,498
-10,291 29,862 —40,153
255,955 216,093 _29,862

$_235,66% 243,995 $:10,23)

15, are an integral part of this
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3 3 F

LASEH:
On hand and on deposit with U.S3.
Treasurer and commercial banks

3 :

Government securities at amortized cost
(note 1)

Shares in savings and loen associations

VARCES OUTS NG:
Secured (note 2
Unsecured

33ET3:

Accrued interest receiveble
Miscellaneous recelivables, deferred
charges, and other assets (note 3)

Notes:
1. Face value of Government securities
Market velue of Government securities

2, Collateral pledged for sdvances:
Unpaid balance of home mortgages
Face amount of Government securi-
ties
Other collateral
Stock of banks owned by borrovers

3. Original cost of furniture and equip-
ment (included above at & valuation
of $1,00 for each bank)

EXHIBIT B-1

FEDERAL HOME LOAN BANKS
[0} ONSO "D _B, NCE --JUNE_30 1 1970
S I L T E 8
June 30 June 30
1951 Increase 1951 I a
(schedule B-1) 1950 (=decrease) schedule B-1 ncrease
0SITS: (schedule ) 1950 (—decrease)
Members--time 205,525,781 $280,808,13 282,352
$ 27,375,212 $_22.832 905 $_ 4,542,307 Members--demand (including epplicants) 30321583 4014&01973 $i12:119:ggo
Receivership funds, Federal Savings and
Loan Insurance Corporation - 270,000 =270,000
245,580,779 287,680,726 —42,099,947
,5251530 7,680,7 932,987 239.847,36% 321,519,106 —81.671.742
0 D_0B TIONS (note &4
ohe 70 T CONSOLIDATE! LIGATIONS (note 4) 543,800,000 172,000,000 371,800,000
33
92,402,225 310,225,299 282,176,926 Rttt iy
5 , 10, , Member institutions 1,430,359 856,Th2
323754067 132.535.256 _91.218.811 U.S. Treasury 62500 355?7/75 —53;'33’2112
816,156,292 442,760,555 373,395,737 1,492,859 1,242,518 250,341
Accrued interest payable 3,418,066 2,066,010 1,352,0
2,621,528 1,851,430 770,098 Accounts payable 8,065 6.142 51f2263
256,395 373.120 —113,725 Total liabilities 88 .56 4 hQ§,833,ZZ§ 291,732,578
2'8801923 2)224’550 656:373 STOCK--$100 P Vi .
Member institutlions (note 5) 262,315,975 155,049,925 107,266,050
U.S8. Treasury (note —10,000,000 75,221,900 -—65,221,900
272,315,975 230,271,828 42,0&4,!50
Tegal reserve 15,087,562 13,766,219 1,321,343
Reserve for contingencies (note 7) 5,619,424 5,555,469 ,955
Undistributed earnings (exhibit B-2) 10,528,891 9.,07) 447 _ 1.457 4k
31,235,877 _28,393.13% 2,842 742
$1,092,118,206 $755.598.736 $336.619,470 $1.092,118.200 $755.498,73¢ $330.619.470
$ 243,727,500 $28%,135,500 $-41,408,000 6. Government-owned stock amounting to $10,000,000 was retired by the Little Rock
242,901,148 288,215,719 -45,314,571 and San Francisco banks during July 1951 in the amount of $5,000,000 each,
7. The reserve for contingencies does not represent a known or prospective liability.
1,019,410,984 575,143,742 444,267,242
8. A suit is pending in the United States District Court for the Southern District
114,751,100 69,154,300 45,596,800 of Galifornia, Central Division, against the Federal Home loan Bank of San
3,060,000 9,712,755 -6,652,755 Prancisco and others, and a claim has been made on behalf of the Long Beach Fed-
167,804,125 70,936,300 96,867,825 eral Savings and Loan Associastion seeking substantial damages arising out of the
consolidation of the Los Angeles and Portland banks into the Federal Home Loan
Bank of 3an Francisco and the appointment of & conservator for the long Beach
Federsl Savings and Loan Assoclation. In the opinion of the bank's counsel and
215,022 189,120 25,902 the general counssel of the Home Loan Bank Board, and of the Department of Justice

4, Consolidated obligations issued by the Home Loan Bank Board are the joint and
several obligntions of all Federal home loan banks and are not guaranteed by

the United States.

5. Includes $53,075 (1951) and $4,72% {(1950) which i1s the pald portion of subscrip-

tions to stock.
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attorneys, the action and claim have po validity, and the suit is being defended.

1951, the banks had deposited with the United 3tates Treasury
$90,928.84 to redeem matured Consolidated Federal Home Loan notes (held by the
public) plus the accrued interest. These funds and liabllitles are not recorded
in the fccounts of the banks, since payment is considered the responsibility of

the United States Treasury.

9, At June 30
8
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EXHIBIT B-2

FEDERAL HOME LOAN BANKS

COMPARATIVE CONSOLIDATED STATEMENT OF EARNINGS

FOR THE YEARS ENDED JUNE 30, 1951 AND 1850

Year ended June 30
1551 Increase
{schedule B-2) 1950 {—decrease)

OPERATING TNCOME:

T Interest on advances $14,929,550 § 7,339,818 $7,589,732
Interest on investments 4,075,063 5,771,356 =1,696,203
Miscellaneocus 5,278 3,086 2,192
Total operating income 19,009,891 13,114,260 5,895,631

EXPENSES:

Operating:

Compensation, travel,
and other expenses

{schedule B-3) 1,k04,112 1,338,689 155,423
Assessment by Home Loan

Bank Board 430,000 427,500 2,500
Furniture and equipment

purchased 36, 50u 23,670 12,830
Total operating expense 1,960,612 1,789,859 17C,753

Financing:

Interest on consoli-

dated obligations 7,598,921 2,763,642 4,835,279

Consolidated obliga-

tions expense--con-

cessions {discount) 431,381 206,525 224,856
Consolidated obliga-

tions expense--0ffice

of Fiscal Agent 60,276 46,918 13,358
Interest on members'
deposits 2,628,489 3,222,864 ~594,375
Total financing expense 10,719,067 6,239,949 4,479,118
Total expenses 12,679,679 8,029,808 4,649,871
NET OPERATING INCOME 6,330,212 5,084,452 1,245,760
Other income:
Profit on sale of invest-
ments {net} 275,536 447,757 —172,221
Miscellaneous T 968 221 747
Total other income 276,504 4u7,978 171,474

NET EARNINGS FOR THE FISCAL YEAR 6,606,716 5,532,430 1,074,286

Undistributed earnings at be-

ginning of year 9,071,447 8,957,183 114,264
15,678,163 14,489,613 1,188,550

Do vdends declared 3,763,975 3,426,880  337,09%
Transfora to legal reserve 1,521,383 1,106,486 24,657
contingencies, net 63,955 776,326 -~712,371

B erahacions . - 108,474  —108,47%
5,149,272 5,418,166 —268, 894

UNDISTRIBUTED EARNINGS AT END
OF YEAR (exhibIt B-1}

$10,528,801 $_0.071,447 $L.A5T. 44L

The notes to exhibit B-1, page 17, are an integral part of this

statement.
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EXHIBIT B-3

FEDERAL HOME LOAN BANKS

CONSOLIDATED STATEMENT OF SOURCES_ AND APPLICATION OF FUNDS
FOR _THE YEAR ENDED JUNE 30, 1951

SQURCES_OF FUNDS:
Net income for the year (exhibit B-2) $ 6,606,716
Less amortlization of premium

and discount on securities 93,452 $ 6,513,264
Sale of consolidated obligations 1,050,500,000
Less redemptions 678,700,000 371,800,000

Sale or redemption of securlties
éexcluding profit from sale,

275,536, included in income) 571,739,937
Less purchase of Government
securities 535,671,538 42,068,399
Sales of stock to members (net of
retirements, $650,800) 107,266,050

Less retirement of capital
stock owned by the U.S. Gov-

ernment 65,221,900 42,044,150
Net changes 1n assets {other than
cash) and liabilities 697,606
$463,123,419
APPLICATION OF FUNDS:
Advances to DOrrowers $ 690,720,743
Less repayments 317,325,006 $373,395,737
Decrease in deposits by members 81,671,742
Dividends:
Due but unpaid at June 30, 1950 1,242,518
Dividends declared during
the year 3,763,974
5,006,492
Less unpaid at June 30, 1851 1,492,859 3,513,633
Increase in cash 4,542,307
$463,223 419
The notes to exhibit B-1, page 17, are an integral part of thils
statement.
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SCHEDULE B-1

Page 1
FEDERAL HOME LOAN BANKS
CONSOLIDATING BALANCE SHEET
JUNE 30, 1951
Interbank San
Consrlidated eliminations Boston New York Pittsburgh Greensboro Cincinnati Indianspolis Chicago Des Moines Little Rock Topeka Francisco
ASSETS
CASH:
On hand and on deposit with U.S.
Treasurer and commercial banks $___ 27,375,212 § - $.1,003,952 §_ 3,710,130 $_3,017,461 §$ 2,244,563 $ 2,641,964 $ 1,693,278 $_ 2,685,225 $ 1,461,311 $ 3,617,132 $_1,509,603 $_ 3,781,503
INVESTMENTS:
overnment securitlies at amortized
cost (note 1) 245,580,779 - 25,097,173 35,524,767 16,567,953 13,581,575 31,638,956 21,807,664 22,122,081. 15,258,684 18,148,155 17,711,97h 28,031,797
Consolidated Federal home loan bank :
cbligations - -3,700,093 1,700,021 - - - - - - - - - 2,000,072
Shares in savings and loan associa-
tion (insured) 125,000 - - - - - - - - - - - 125,000
245,705,779 -3.700,093 26.797,19% 35,524,767 16,567,953 _13,581,575 31,638,036 21,807,664 22,122,081 15,258,684 18,148,155 17,711,97% _30,156,869
ADVANCES OUTSTANDING:
T Secured (note 2) 592,402,225 - 18,284,618 62,449,634 56,468,665 33,267,994 24,001,675 19,415,708 115,322,1416 40,778,119 46,959,547 34,131,380 138,722,469
Unsecured 223,754,067 - 30,507,451 35,951,875 6,183,000 54,185,500 20,888,800 34,125,53 23,854,304 11,582,600 - 5,105,000 _ 1,370,000
816,156,292 - 48,702,069 98,401,509 62,651,665 89,453,494 44,890,475 53,541,24 139,776,720 52,360,719 46, 547 39,236,380 140,092,469
OTHER ASSETS:
Sorued-interest receivable 2,621,528 ~49,796 281,532 395,655 181,197 276,838 164,201 154,978 149,305 81,855 169,128 97,052 719,583
Miscellane ivables, deferred
cﬁgrggs,ozgdrggger assets (note 3) 259, 395 93 13,384 24,575 16,347 12,757 54,201 11,672 38,453 16,282 18,458 15,541 37,632
2,380,923 49,703 294,916 420,230 197,544 289,595 218,402 166,650 187,758 98,137 187,586 __ 112,593 ___ 757,215
$1,092,118,206 —$3,749,796 476,888,131 138,065,636 382,434,623 $105,569,227 $75,385.797 $17,208,837 $164,771,78% $69,178,851 $68,012,420 438,570,640 $174,788,056
Notes:
L Pa 161 243,727,500 424,880,000 5,122,500 $16,450,000 $ 13,550,000 $31,314,000 $21,645,000 $ 22,050,000 $15,160,000 $18,040,000 $17,615,000 $ 27,901,000
Pt TR S buis bbb 4 SO 4 S 4 Bty P 30200 MEaton P10 Meas Thsrate TI073:2%0 13095893 181057.725 11,627,203 © 7,717,419
2. Collateral pledged for advances: a8 89.56 . 280.924.8
Unpald balance of home mortgages 1,019,410,984 8,291,907 110,922,161 103,268,835 65,569,102 37,840,551 25,577,794 185,099,592 58,777,300 9,561,090 53,577,755 »924,897
Fage amount of Government securt- 114,751,100 14,432,000 27,131,000 3,139,000 400,000 2,898,000 8,920,000 15,452,500 9,295,000 1,804,000 535,000 30,735,600
Other collateral permitted by
, 660,000 - 1,400,000 - - - 1,000,000 - - - -
Bank stook owned by borrowers 167,805,195 11,210,900 21,044,400 13,845,000 20,522,400 12,608,800 10,863,500 23,861,300 10,361,325 10,799,300 7,046,600 24,740,600
3 Origzinal cost of furniture and equip-
o5y (aociuded above a% a valuation 215,022 22,773 36,664 10,883 26,305 12,834 17,123 13,457 10,141 18,055 13,138 33,649
The notes to exhibit B-1, page 17, sre an integrsl pert of this schedule,
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SCHEDULE B-1

Page 2
FEDERAL HOME LOAN BANKS
CONSOLIDATING BALANCE SHEET (continued)
JUNE 30, 1651
Interbank San
Consolidated eliminations Boston New York Pittsburgh Greensboro Cincinnati Indianapolis Chicago Des Molnes Little Rock Topeka Francisco
LIABILITIES
DEPOSITS:
Members--time $ 205,525,781 § - $13,764,570 $ 31,615,189 4$23,476,445 §$ 26,964,330 $24,611,264 $26,142,286 § 24,364,777 $ 9,216,506 $ 2,356,200 ¢ 4,111,548 ¢ 18,882,666
Members--demand (including appli-
cants) 34,321,583 - 71,526 18,390,019 _1,936,105 3,986,044 5,528,867 3,279,199 7,250 2,450 2,000 178,079 94E,044
239,847,364 - 13,836,096 50,005,208 25,412,550 30,950,374 30,134,131 20,421,485 24,392,027 9,218,956 2,358,200 4,289,627 19,828,710
CONSOLIDATED OBLIGATIONS (note 4) 543,800,000 —3,700,000 37,400,000 50,540,000 36,800,000 38,520,000 10,560,000 28,040,000 105,940,000 42,380,000 45,780,000 41,220,000 109,920,000
OTHER LIABILITIES:
vidends payable:
U.8. Treasury 62,500 - - - - - - - - - 25,000 - 37,500
Member institutions 1,430,359 - 136,924 - 115,570 - 309,272 159,419 267,316 130,063 43,163 13,763 194,869
1,492,859 - 136,924 - 115,570 - 309,272 159,419 267,316 130,063 68,163 73,763 232,369
Accrued interest payabl 3,418,066 —49,796 265,059 242,309 179,645 385,983 161,894 193,679 674,797 223,232 220,281 249,738 671,245
Accounts payable | o 8065 > - 3,582 < 76 1,204 790 - 1 851 737 48%
4,918,990 ~49,796 401,983 246,191 295,215 386,059 472,410 353,888 942,113 353,296 289,295 324,238 904,098
Total liabilities 788,566,354 ~3,749,796 51,638,079 100,791,398 62,507,765 70,256,433 41,166,541 57,815,373 131,274,140 51,952,252 48,427,495 45,833,865 130,652,808
CAPITAL 8! --$100 PAR VALUE:
‘ﬁmm%ﬁﬂ%rqn_ore 5) 262,315,975 - 23,095,700 32,907,000 17,599,000 31,787,400 34,829,050 17,395,400 30,380,000 15,118,425 13,656,600 10,956,600 34,590,800
U.S. Treasury (note b) 10,000,000 - - - = - = bl - nd 5,000,000 bt 2,000,000
272,315,975 - 23,095,700 32,907,000 17,599,000 31,787,400 34,829,050 17,395,400 30,380,000 15,118,425 18,656,600 10,956,600 39,590,800
RETAINED EARNINGS:
15,087,562 - 1,109,252 1,925,820 1,342,486 1,387,859 1,996,072 1,099,187 1,843,147 1,028,561 849,559 743,575 1,762,044
Reserve for contingencles (note 7) e - 500,000 *721,082 - §00,000 500,000 - 60,185  'Soojooo 10815 5001000 1400000
Undivided profits 10,528,891 - 545,100 1,720,335 985,372 1,737,535 858,134 988,877 584,309 279,613 870,612 536,600 1,382,4%
31,235,877 - 2,154,352 4,367,237 2,327,858 3,525,394 3,394,206 2,088,064 3,117,644 2,108,174 1,828,325 1,780,175 4,544,448
$1,092,118,206 —$3,749,796 $76,888,131 $138,065,636 $82,434,623 $105,569,227 $79,380,797 $77,298,837 4164,771,78% $69.178,851 68,912,420 $58,570,640 $174,786,056
The notes to Exhibit B-1, page 17, are an integral part of this schedule.
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Interest on advances

Interest on investments

Interest on deposits with other Pederal
home loan banks

Miscellaneous

Total operating income

H
Operating:
Compensation, travel, and other ex-
penses {achedule B-3)
Assesament by Home Loan Bank Board
Purpiture and equipment purchased

Totel ocperating expense

Financing:

Interest on consolidated cobligations

Consolidated obligations expense--
concessions (discount)

Consolidated obligations expense--
0ffice of Fiscal Agent

Intereat on members' deposita

Interest on other Federal home loan
banks® deposits

To'tal financing expense
Total expenses

KET OPERATING INCOME

Other income:
Profit on sale of investments (net)
Miscellaneous

Total other income

NET EARFINGS FOR THE FISCAL YRAR

Undistributed earnings at beginning of yeer

Deduct:
Dividends declared
Transfers to legal reserve
Transfers to reserve for contingencies

UNDISTRIBUTED EARNINGS AT END OF YEAR

93068 G - 52
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SCEEIULE B-2

CONSOLIDATING STATEMENT OF EARNINGS
FOR THE YEAR ENDED JUNF 30, 1951
Interbank
elimina- Little San

onsolidat tions Boston HNew York  Rittsburgh Greensboro Cincignatl Indisnapolis  Chicago  Des Moipes Rock Topeka
$14,929,550 § - ¢ 836,037 $1,593,351 41, 097 609 $1,617,390 $ 942,177 985,254  $2,383,016 $1,055,498 $ 715 301 $ 817,736 $2,886,191
4,075,063 —166,305 443,245 673,700 274,765 257,925 645,049 381,443 317,423 270,198 327,994 250,500 363, 1126
- —211,177 18,539 74,438 1,521 8,539 21,730 31,106 805 719 32,320 3,174 18,286

5,278 - - 377 - 0 761 - 2,437 - 2 - -
19,009,801 -377.482 1,303,820 2,341,866 1.373.895  1.885.555  1.609.717 1,397,793 2,703,681  1.326,415 1.,075.617  1.071.430 3,297,603
1,494,112 - 112,052 196,432 149,251 128,163 149,113 83,834 154,019 93,471 95,041 89,756 242,980
*330,000 - 29, 4%# 1,498 31,666 45,906 9,669 35,340 51,644 27,258 23,197 23,978 70,500
36,500 - ___1__._51?, 2,667 179 950 =~ 1,32 2,203 8
~1.960,612 = 152,083 _ 257,486 _181.889 __ 176,736 _188,9%2 _ 123,353 _ 206,613 _120,759 __119.563 __116.027 __317.231
7,598,921 —162,700 558,382 775,538 453,871 603,200 355,359 438,407 1,384,162 654,208 605,018 508,644 1,424,832
331,381 —3,605 31,428 42,081 26,864 34,609 19,694 25,166 76,959 37,849 35,283 29,649 75,404
60,276 - 5,485 5,361 5,463 551 5,654 5,608 5,471 4,979 ,620 ,462 556
2,628,489 - 159,281 483,432 295,770 353,331 306,350 343,828 235,810 87,890 35,577 677 2»2:320
- 21177 ___10.,578 ___1.085 __0.8%4 __ 1840 _ - = ___l2,777 __19.3%2 24,390 - - _ 130,512
10,719,067 -377.482  __765.15%  1,307.597 792 812 003,60 687,057 25 786  1.721,7hk 809,216 680,498 22,432 1,880,644
12,679.679 —377.482  __ 917,187  1.565.0%3 974,701 1,180,345 __875.999 949,139  1.928.357 929,975 800,061 738,459  2,197.875
6,330,212 - 86,624 776.813 399,194 705,210 733,718 448 654 775.32% 396,440 275,556 332,951 1.099,728
- -1, 21, -1,914 5,773 -108 95,211 1,797 79,202 1,631 1,782 73,690
275'952863 - ' ng isg 1 {5 102 >0 &5 61 2 ‘e 139
2 oy _ - __=1.809 __21.%3 __ 1,781 4,882 =] 95,269 1.862 79,263 __2.743 1849 __ 73,809
6,606,716 - 384,815 798,236 397,543 710,092 733,712 543,923 777,186 k75,703 277,269 334,800 1,173,537
_9.071.8%7 - __525,805 1.488,9%9  1,055.9%0 1.518.227 __ 8M2,977 _ §58.183 566,910 _J137.M2 __778.889  __Ah4,997 __ 853,329
15.678.163 - 510,620 2,287,185 1.453,383 2,228,319 1,576,689 1,402,105 44,0 613,185  1.0%6.158 779,797 2,026,666
,763, - 288,557 390, 505 388, 348,766 531 813 304,44y 543,663 238,391 143,522 176,237 309,554
,321,§Z3 - §,963 159, é 79 142 08 6,742 109,784 155,437 9§,141 _55,‘,153 6§,950 23‘_#,708
5,1#9 272 - 365,520 566,850 468,013 490,784 678,555 433,228  _759.787 ._333,532 185,546 243,397 644 262
$20,528.801 4__- . $.585,000 42,720,337 $_.985.372 $LJ3T.53% 483838 4 988,877 4_584.300 4,270,603 4870612 $_536.600 13820
The notes to exhibit B~1l, page 17, are an integral part of this scheduls.
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SCHEDULE B-3

FEDERAL HOME LOAKRX BANKS

COMPARATIVE CONSOLIDATED STATEMENT OF COMPENSATION,

TRAVEL, AND OTHER EXPENSES
FOR _THE YEARS ENDED JUNE 30, 1951 AND 1950

Year ended June 30 Increase
1951 1950 (—decrease)
COMPENSATION:
Officers’' salaries $ 525,589 $ 452,211 ¢ 73,378
Other salaries 335,363 295,000 40,363
Directorst fees 62,395 60,430 1,965
Counsel's compensation 68,750 69,137 =387
992,097 876,718 115,31
TRAVE? etores 55,193 55,559 366
Directors > ) -
Offigegg 32,206 32,886 1,320
Counsel and others 6,650 7,442 =792
Maintenance and operating
cost of automobliles 3,607 3,810 ~203

99,656  __99,697 __. =M
OTHER EXPENSES:
Rental of banking quarters,
less amount charged gome
Loan Bank Board for dis- .
trict examiners 99,887 92:627 Z’g%g
Retirement fund contributions 81,632 77,001 »

Stationery, printing, and

other office suppiies 39,402 32,486 6.%%?
Telephone and telegraph 28,150 ST’IZS 3
Postage and expressage . 20,910 0,

b

In;g:;gg:sand surety bon 19,211 16,899 2’%%2
Audit expense, GAO 8,002 131128 —5:7“3
Stockholders' annual meeting 25,606 21,863 3,
Maintenance of banking quar-

ters and equipment 27,983 15:Z92 12:%38
Public relations 13,992 iéasgs P
Dues and subscriptiogi1 15,834 »

a-

Regg:ﬁ: and other public 9,623 5,210 4,813
Services of Home Loan Bank "

Board Examining Division 4,193 5,198 -5

tection -

Saggg:ig;gg and protec 2,838 5,722 ¥}ig
Miscellaneous 5,096 235

hop,350  _362,21h 40,145
Total (exhibit B-2) $1.hov 112 $1.338.689 $135.823
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EXHIBIT C-1

FEDERAL SAVINGS AND _LOAKN INSURANCE CORPORATION

0 T1 B NCE SHERT--JUNE 30, 1951 AND (4]
ASSETS LIABILITIES
June 30 Increase June 30 Increase
1951 1950 (=decrease) 1951 1950 (—decrease)
CASH $ 698,463 $ bo2,4562 § 276,001 OUNT! BLE AND AC LIABILITIES
notes 2 and 3):
INVESTMERTS: Due Gover ta i
Government securities at amortized cost Due otherlsmen geneses ' ig’gg% ’ ig,zgg ¢ -5 051{
and accrued 1gterest (market value: Duse on insured shares in assoclations in ' ‘ *”
1951, $197,866,688; 1950, $192,5%4,344) 202,135,421 190,454,728 11,680,693 receivership--pending or unclaimed--see
related asset o6 10,146 —3,100
SE grevm SED FROM_INSURED Ils'erTUT on Due shareholders of closed institutions & ! 3
R co ess provision for amounts collected from receivers 8,132 12,020 -3,88
for losses: 1951, none; 1950, $132,158) Unapplied collections--new members 7:0&5 - '31104%
(note 1) 994,270 4,102,427 -3,108,157 Due U.S. Treasury for retirement of cap-
s RECELY . i1tal stock (note 4) 6,716,000 - 6,716,000
Tnsurance premiums due fyom members Ac"i',ued payments o Uit Treasur¥ a lﬁu
.t of dividends on capital stock (note 1.875,000 - ,875,00
{note 2) 2,696,336 139,381 2,556,955 ’ L8 2
Other receivables 5,037 7,489 -2,452 8,645,231 60,101 8,585,130
Sha hglg ': t bal i 1 d 5 e
reholders' ne ances in closed re- Unearned insurance premiums 4,847,00 0,800 -
ceiverships to be subrogated when paid-- P BHT,003 §.810,8 2,083,751
see related liability (less provision NVESTMENT OF UNITED S S GOVERNMENT:
for losses: 1951, $598; 1950, $710) 6,449 9,436 —2,987 Capital stock held by U.3. Treasury 93,284,000 100,000,000 -6,716,000
ETS: I ESE , representing net earn-
Furniture, fixtures, and equipment, at cost ings avallable for future losses and related
(1951, $53,785; 1950, $53,577), fully expenses {exhiblt C-2) 99,761,633 88,205,486 11,556,147
depreciated - - -
DEFERRED CHARGES 1.891 Lok 1.427
$206 867 $195,136.387 $11,401,480 $206 867 $195,136.387 $11.40 480
Notes:
1. Assets acquired through purchase from an insured institution are estimated by 3. Liability for accrued annual leave of employees, amounting to $70,304% as of
F3&LIC to have & realizable value of $1,020,512, Less of income on funds used June 30, 1951, is not shown on the financial statenments.

for purchase of the assets has not been recognized to date as 2 liguidation
expense in the accounts. 4. gapital stock amounting to $6,716,000, equal to 50 percent of net earnings for
1951, was retired on July 24, 1951, pursuant to lav, Also, on the same date,
2. Insurance premiums due from members include 487,114 estimted as due from Long $1,875,000 was pald to the Secretary of the Treasury as required by law as a re-
Beach Savings and Loan Association, long Beach, California. A suit 18 pending turn on capital stock in lieu of dividends,
in the United States District Court for the Southern District of Californis,

against the Federal Home loan Bapk of San Francisco, Home Loan Bank Board, Fed- 5, Certaln costs, which FS&LIC is not required by law to pay, are borne by other Gov-
eral Savings and Loan Insurance Corporation, and others, and a claim has been ernment agencies, These costs are not shown in the financial statements. They
made on behalf of the Long Beach Federal Savings and Loan Associdtion seeking include the Government's share of the cost of retirement, disability, and compen-

substantial damages. In the opinion of the general counsel of the HLBB and sation benefits to employees, and services rendered by the Justice Department.

FS&LIC, and of the Department of Justice attorneys, the action and claim have
no validity, and the suit is being defended.
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EXHIBIT ¢-2

FEDERAL SAVINGS AND LOAN INSURANCE CORPORATION

COMPARATIVE STATEMENT OF INCOME AND INSURANCE RESERVE FUND

FOR THE YEARS ENDED JUNE 30, 1951 and 1950

INCOME:

surance premiums earned
{note 2

Interest on investments

Admission fees

Miscellaneous nonoperating
income

Total income

ADMINISTRATIVE AND OPERATING
EXPENSES:

Salaries

Travel

Transportation of things

Communication services

Rents and utility services

Printing and reproduction

Other contractual services

Services rendered dby Home
Loan Bank Board--assess-
ment .

Supplies and materials

Furniture, fixtures, and
equipment

Nonadministrative expenses
allocated to investment
in assets purchased to
prevent default

Provision for losses on_assets
purchased (—reduction)

Total expenses and loases

NET EARNINGS FROM OPERATIONS
note

Provision for return on capital
stock payable to Secretary of
Treasury in lieu of dividends

NET EARNINGS TRANSFERRED TO
TNSUAANCE REJERVE FUND

Insurance reserve fund at be-
ginning of fiscal year

Total
Less net adjustments to insur-
ance reserve fund for prior
years

INSURANCE RESERVE FUND AT END
OF PISCAL YEAR (exhibit C-1)

Year ended June 30
1

Increase
{—decrease)

$ 9,244,653 § 7,853,361 $ 1,391,292
it 8335t e

s ~376,818
192,324 70,134 122,190
1,943 4,468 —2,525
13,876,100 12,741,961 _1,134,135
332,588 356,625 43,037
,210 ,021 189
82 1 =1
5,6 5,283 401
28,11‘27 31,590 -3,393
11,4486 12,213 —765
20,529 9,361 11,16
168,198 186,200 —18,002
2,496 3,406 510
2,755 3,528 173
- 5,905 _51905
577,108 618,148 —41,040
—=132,155 132,155 _ -264,310
444,953 750,303 _ 305,350
13,431,147 11,991,658 1,439,483
1,875,000 _2,000,000 _ —125,000
11,556,147 9,991,658 1,564,489
88,205,486 80,172,661 _8,032,825
99,761,633 90,164,319 9,597,314
- 1,958,833 1,958,833

$99,761,633 488,205,486 $11,556, 147

The notes on page 24 are an integral part of this statement.
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EXHIBIT D-

HOME OWNERS! LOAN CORPORATION
COMPARATIVE BALANCE SHEET-~JUNE 30, 1951 AND 1950

1

ASSETS
June 30 Increase
31051 1350 (=decrease)
CASH $308,227 $ 6,063,372 $-5,755,145
LOANS RECEIVABLE, ACCRUED INTER-
EST, AND PROPERTIES, less esti-
mated future losses of $100,000
at June 30, 1950 - 84,360,679 -B4,360,679
OTHER RECEIVABLES AND ADVANCES 3,035 50,732 ~A7,697
INVESTMENTS AND ACCRUED INTEREST - 2,696,754 -2,696, 754

FIXED ASSETS:

Furniture, fixtures, and
equipment costing $177,085
at June 30, 1950, fully
depreciated (no fixed as-
sets on hand at June 30,
1951) = =

$311,262 $93,171,537 —$92,860,275

LIABILITIES

LIABILITY FOR SPECTAL DEPOSTTS:

Borrowers' deposits for
taxes and insurance, and

prepaid installments 3 - $ 3,549,852 $-3,549,852

Employees' payroll deductions
for Pederal income taxes,
U.S. savings bonds, and
civil service retirement

contributions 12,366 51,865 -39,499
ACCOUNTS PAYABLE AND ACCRUED

LIABILITIES 33,3454 146,156 -112,702

UNAPPLIED CREDITS - 2,286,686 ~2,286,686

INVESTMENT OF UNITED STATES GOV-

NMENT :
Capital stock held by U.S.

Treasury - 74,000,000 —T%,000,000
Reserve for fidelity and

casualty losses - 250,000 —250,000
Retained net earnings (ex-

hibit D-2) 265,442 12,886,978 ~12,621,536

Notes:
At June 30, 1951, bonds in the amount of 41,296,725, called for

1.

$3111262 $93.‘l71’ 537 _$92:860;275

redemption, had not been presented to the Treasury for payment.

Funds were transferred to the United States Treasury for its

use in redeeming these bonds. The funds and corresponding lia-

bility are not shown in the financial statements.

Certain costs, which HOLC is not required by law to pay, have
been borne by other Government agencles. These costs are not
shown in the financial statements, They include interest on
the Government's investment and the Government's share of the
cost of retivement, disability, and compensation benefits to

employees.

93068 O - 52

Digitized for FRASER

http://fraser.stlouisfed.org/

Federal Reserve Bank

of St. Louis

26



HOME OWNERS!' LOAN

EXHIBIT D-2

CORPORATION

STATEMENT OF INCOME AND CUMULATIVE EARNINGS

FOR _THE YEAR ENDED JUNE 30, 1951

INCOME:

Interest on loans and related
advances

Dividends and interest on invest-
ment in savings and loan asso-
clations

Dividends on investment in FS&LIC

Net income 0—1055) from property
operations

Interest on investments in Govern-
ment securities

Premiums on sale of loan accounts

Miscellaneous

EXPENSES:
Interest and other financing ex-
pense
Administrative and operating ex-
penses
Losses:
Loans and related transactlons
Pidelity and casualty
Pire and other hazards
Other

KET INCOME FOR THE PERIOD

Reduction of estimated future losses

Retained net earnings at beginning of
fiscal year

Punds 'in excess of current needs paid
into U.S. Treasury

RETAINED NET EARNINGS AT END OF FISCAL
YEAR (exhIbIt D-1)

From
Year ended June 13; 1935,
June 30,

1951 June 30, 1951

$ 1,063,035 $1,192,016,623

5,321 44,745,479

28,217,076

—-145 25,818,935

0 1,417,727
78#,530 2,241,6&9
149,139 9,483,082

2,010,480 1,303,9%0,571

- 660,738,136
1,146,434 291,130,000
- 337,154, 232

275 372,05
- 367,536
7,965 113,168

1,154,674 1,289,875,129
855,806 14,065,442

322,658 -

123886; 9'L8 hod
14,065,442 14,065,442

13,800,000 13,800,000

$__ 265,442 4 265,42

The notes to exhibit D-1, page 26, are an integral part of this

statement.

O

$3068 O - 52

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

27





