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DEPARTMENT OF HOUSING AND URBAN DE VE L­
OPMENT-INDEPEN DENT AGENCIES APPROPRI­
ATIONS FOR FISCAL YEAR 1982

Tuesday, February 3, 1981.
THE AMERICAN BATTLE MONUMENTS COMMISSION

WITNESSES

ADMIRAL JAMES L. HOLLOWAY III, USN (RET.), COMMISSIONER 
COLONEL FREDERICK C. BADGER, CE, DIRECTOR OF ENGINEERINGAND MAINTENANCE
COLONEL CLAYTON L. MORAN, FA, DIRECTOR OF PERSONNEL ANDADMINISTRATION
COLONEL WILLIAM E. RYAN, JR., AD, DIRECTOR OF OPERATIONS ANDFINANCE

Mr. Boland. The Committee will come to order.
We are  delighted to have with us this  morning the  American Battle  Monuments  Commission.
Before introducing the witnesses for the ABMC, I want to wel­come a  new member of the Committee, Representat ive Bill Green from New York. He adds a lot of intellectual ability to this Com­mittee. He was graduated magna cum laude from Harvard, served four years  in the  New York assembly, and then served seven years as the  Regional Administrator of t he Departmen t of Housing and Urban Development in New York, from 1970 to 1977. Then in a special election in 1978, he succeeded one of the most unusual, unique and remarkable personalitie s this Congress has ever seen— Mayor Koch. We are delighted  to have you with us, Bill, and we hope you will enjoy serving on th is Committee.
Those of us who have served on this Committee for some time are  conscious from the work that  t he American Batt le Monuments Commission does that  it is a unique Commission. There  are  11 members of the  Commission, and I don’t find the ir names in the justification. Please supply t ha t for th e record.
[The information follows:]

COMMISSION MEMBERS

State Appointed

Gen. Mark W Clark,  USA  (R et. ),  Ch air ma n. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . SC 10 Dec 69Gen. Louis H Wilson, USMC (R et .) , Vice Ch air ma n. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . MS 27 Nov 78Hon. Alfred P. Ch am ie. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . CA 12 Nov 71It . Gen. Benjamin 0.  Davis , Jr. , USAF (R et. ). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . VA 27 Nov 78Hon. T. Harry Gatton. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  NC 27 Nov 78Lt. Gen Jam es M. Gavin , USA (R et. ). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . MA 27 Nov 78Briga dier General Anna Mae Hays , USA (R e t. ). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . VA 27 Nov 78
(1)

 



COMMISSION MEMBERS— Continued

State  Appointed

Adm, James L. Hollow ay II I,  USN ( R e t . ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . MO  27  Nov 78
Hon. Oliver E. M ead ow s. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . TX  27  Nov 78
Hon John M. Po pe . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . GA 27 Nov 78
Hon. J. Glennon Travis. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . MO  29  Aug 80

Mr. Boland. You a re a member of the  Commission, Admiral, and 
you have been for the past  two years.

The mission of the  American Batt le Monuments Commission is 
to main tain and operate 24 perm anent American mili tary  ceme­
tery  memorials, 12 sepa rate  monuments in 10 foreign countries , 
and four memorials in the United  States.

I don’t know if any of the other members on th is committee have 
seen the cemeteries and memorials in othe r countries, but  I am 
sure  the Commission has brough t photographs. They are rem ark­
ably m aintained and well done.

Bill, have you seen them?
Mr. Green. No.
Mr. Boland. Well, one day we should take a look at them. 

Approximately  how many people visit them  each year?
Colonel Badger. About 8,000,000.
Mr. Boland. The Commission also performs a considerable serv­

ice for friends and relatives of those who are  buried or memorial­
ized in those  areas.

NATIO NAL MEMORIAL CEMETERY OF THE PACIFIC

Let me ask you about  the Punchbowl in Honolulu, Hawaii. Are 
there buria ls there?

Colonel Badger. Yes, sir.
Mr. Boland. How many?
Colonel Badger. About 27,000. It is handled by the Vete rans 

Administration. We administer the memorial.
Mr. Boland. How many names are  on th at  memorial? I have seen it.
Colonel Badger. About 28,800.
Mr. Boland. Tha t one is kept in beautiful condition, too. These 

are memorials of people who have died in our wars since 1917. 
Those who have served on the Committee are  famil iar with the 
tasks of the  ABMC and commend you.

All of you have been here before except Admira l Holloway. Wel­
come. Colonel Badger, Colonel Moran and Colonel Ryan, it is a 
pleasure to have you here  today.

Are you pleased with the treatm ent  you have gotten here? We 
have general ly given you what  you requested. With the OMB you 
are trea ted differently, but in any event, I think as Admiral  
Holloway says in his prepared statement, you are perhaps as de­
serving for the dollar as any Agency in the Government. You prove 
it in your jus tifications.

Admiral, go ahead with your statement. Major General Adams is 
away on official business. Please give him our regards when he 
returns.
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Statement by Admiral Holloway
Admiral Holloway. I would like to append some informal re­marks a fter  my statement.
Mr. Chairman, please accept my thanks  for allowing me to appear here today toge ther  with the regu lar members of the  Com­mission’s sta ff in support of it s 1982 budget request.My name is James L. Holloway III. I was appointed to the American Batt le Monuments Commission two years  ago. What I have seen of the Commission’s operations  both before and during these  two years  has convinced me that  no other Agency of the Government operates more efficiently or does so much with so litt le to honor our fighting  men and our war dead. The shrines bui lt and main tained by the  Commission have no equal anywhere as memorials to a nation’s dead heroes.Because of our country’s continuing problems with the balance of payments and a desire to reduce the  Federa l budget and limit American presence overseas, the Commission has been caugh t up in Government personnel reductions that  probably would not have occurred if our memorials  had not been on foreign soil. The Con­gress, I believe, was recognizing this when it enacted  Public Law 96-385 last October, establishing a minimum personnel  authoriza ­tion of 398 civilians for the  Commission, subject to the appropri­ation of funds. Such a minimum would enable resto ration of five assistan t superintenden ts and nine local national  employees, over and above those originally  authorized for fiscal 1981. The Congress in December 1980, when it enacted this  Commission’s fiscal 1981 appropriation, included $70,000 to restore this  year the  five assist­ant super intendents. Because of time elements involved—that  is, submission of the Commission’s 1982 budget request to OMB in September, passage of a minimum manning level for the Commis­sion subject to the  appropriation of funds in October, and funding of five additional ass istant superintendents for fiscal 1981 in De­cember—very littl e time was available to OMB to take  these events into consideration when it established  the  manning levels for the Commission during  fiscal year  1981 and 1982. The Commission of course fully realizes that  it must comply with the  desires of the President and the  Congress. I do hope and urge that in futu re years, the minimum manning established for the  Commission in Public Law 96-385 will be fully funded.

PER SON NEL MAN NI NG  LEVELS

Mr. Chairman, it occurs to me that in past years, the Commis­sion has operated  at  a manning level subs tant ially  higher tha n where it is today. In fact, it was ju st over the  las t 12 years that these  numbers were reduced significantly.In an understanding of the auste rity of the  times and the  need to reduce expenditures and the  need to reduce personnel manning levels, the Commission undertook a very comprehensive and in- depth study of what  would be the minimum manning requirements for the Commission, but  which would sti ll permit them to do their  job properly. Tha t number came out to be 398. Today, the  Commis­sion is below that  level.
Mr. Boland. At w hat level is it?
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Colonel Ryan. Three hundred seventy-nine, sir.
Mr. Boland. Go ahead.
Admiral Holloway. The Commission believes and I am fully 

convinced t ha t unless these numbers are  restored to this minimum 
as this study indicated, we will see a progressive deteriora tion in 
the ability of the Commission to operate and maintain these  memo­
rials which is going to cause the ir appearance to go downhill.

My great  concern is that at this  t ime, there is a national commit­
ment to reemphasize patriotism, sacrifice, and dedication. We are 
determined to restore the prestige  of the  United  S tates  abroad, and 
we are faced with the real possibility, I think, of these  overseas 
memorials deteriora ting to the extent th at  they represen t n eith er a 
suitable represen tation of the  United States nor are  they  a fit 
memorial to our fallen heroes.

Tha t completes my statement .
Mr. Boland. Thank  you very much, Admiral.
We will proceed with some of the  questions with you afte r Colo­

nel Badger has given his statement. You indicated that  the  Com­
mission operated  with considerably more positions in years  pas t— 
what  was the  highes t number of positions with which the  Commis­
sion operated?

Colonel Ryan. In the last several years, 440.
Mr. Boland. As I recall, the  reductions were made in concert 

with the Commission itself.
Colonel Ryan. Yes, sir. However, we did not have a choice in 

most instances.
Mr. Boland. How serious is the deter ioration or erosion of these  

memorials around the  world a t t he present time?
Colonel Badger. Sir, cosmetically, it is hard  to detect. I made a 

technical inspection three years  ago and I wrote up an approxi­
mately 50-page report. We are  getting building sett lement at 
Henri-Chapelle. There, the pavem ent is sliding out into the  stree t. 
We are having walls settle and frac ture  t ha t need repair.  T here  are 
many roofs that  leak. We are  temporar ily repairing a roof in 
Honolulu to prevent damage to the  mosaics. The repair goes on 
and on. We had to divert funds in 1980 to Brookwood because  we 
had a leak in t ha t memorial.

HONOLULU MEMORIAL

Mr. Boland. Why don’t we give operation of the Punchbowl 
monum ent total ly to the VA? Why do we sp lit the responsibil ity of 
burials,  from the operation and main tenance of the  monuments by 
the American Battle  Monuments Commission?

Colonel Badger. We do not think of it as a split responsibil ity 
but  a partnership.  The VA takes  care of the monument’s day-to- 
day operations and care; the Commission i ts repai rs and the  volu­
minous correspondence received concern ing the stru cture itself  and 
the missing who are  memorialized there . To date the  par tnership 
has worked superbly.

Mr. Boland. But you are not responsible for the  burials at the  
Punchbowl, a re you?

Colonel Badger. No, sir, those inte rred  in the Punchbowl are  a 
mixtu re of war dead, veterans and dependents, whereas  our ceme-
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teries and memorials are designed especially to honor war dead and the achievements of our armed forces in battle.Colonel Ryan. We receive many lette rs every year concerning those commemorated by name on the  memorials and the  battles where they lost the ir lives. These lette rs stress  the care and beauty of these shrines . We believe that we can best ensure reten tion of this care and beauty by remain ing responsible for them.Mr. Boland. Colonel Badger, proceed wi th your s tatement. 
GENERAL STATEMENT

Colonel Badger. We appreciate and thank you for the opportuni­ty to testify today in support of the American Battle Monuments Commission’s appropriation reques t for fiscal 1982. As you al l have copies of ou r prepared statement and it will appear in its enti rety  in the record, I will summarize it for you to conserve time.After being an ongoing project for over 25 years, we are  very pleased to report that  construction of the AEF memorial here in Washington has been completed except for insta llation of the statue of General Pershing, which will take  place late r this  year. Stone for t he Saipan Monument has reached  Guam and is awaiting transshipment to Saipan. The monument will be erected in an American memorial park  on Saipan this  year. Final decisions con­cerning the  precise site and height of the Uta h Beach Monument will be made short ly and an order for the  stone will be placed. Completion of the monument is scheduled for 1982.$10,507,000 are requested in fiscal 1982 to administer, operate, and main tain the shrines of this  Commission. Although this is $922,000 more tha n fiscal 1981, the  request is austere, and will provide littl e more tha n minimum main tenance and repa ir of our  facilities. However, the need for aus teri ty is understood in view of the size of the 1981 budget deficit, the  rat e of inflation, and the desire to balance the 1982 budget.This concludes my summary. We will be happy to answer any questions you may have concerning our submission.Thank you.
Mr. Boland. Thanks for the summary. Usually we get a state­ment and the witness says: “I will highl ight it,” and the highlight takes longer th an  th e statement.
[The prepared statement will be inser ted in the  record at this time].
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BEFORE THE APPROPRIAT IONS SUBCOMMITTEE 
ON HO USING  AND URBAN DEVE LOPMENT 

AND INDEPENDENT AGENCIES

Mr. C h air m an  a n d  M em be rs  o f  t h e  S u b c o m m it te e :

We a p p r e c i a t e  an d  th a n k  y o u  f o r  t h e  o p p o r t u n i t y  t o  t e s t i f y  to d a y  
in  s u p p o r t  o f  t h e  A m e ri c a n  B a t t l e  M onum en ts  C o m m is s io n 's  A p p r o p r i a t i o n  
r e q u e s t  f o r  f i s c a l  1 9 8 2 .

B e f o re  d i s c u s s i n g  th e  r e q u e s t ,  h o w e v e r , we w o u ld  l i k e  t o  g i v e  yo u  
a  b r i e f  ru ndow n on  t h e  s t a t u s  o f  th e  C o m m is s io n 's  c u r r e n t  c o m m em o ra ti v e  
p r o j e c t s .

I n  1 9 5 6 , P u b l i c  Law  8 4 -4 6 1  c h a r g e d  t h i s  C om m is si on  w i th  s u b m i t t i n g  
d e s ig n s  a n d  e s t i m a t e s  t o  t h e  C o n g re s s  f o r  c o n s t r u c t i o n  o f  a  m e m o ria l to  
th e  A m e ri c a n  E x p e d i t i o n a r y  F o r c e s  o f  W o rl d  W ar I  a n d  i t s  Co mman de r i n  
C h ie f ,  G e n e r a l  o f  t h e  A rm ie s  Jo h n  J .  P e r s h i n g ,  a n d  f o r  re co m m en d in g  a  
s i t e  f o r  th e  m e m o r ia l.  T h is  w as  d o n e . Ten  y e a r s  l a t e r ,  i n  1 9 6 6 , P u b l i c  
Law 8 9 -7 8 9  d i r e c t e d  t h i s  C om m is si on  t o  e r e c t  t h e  m e m o ri a l on  t h e  re com ­
m en de d s i t e .  B e c a u se  o f  t h e  h ig h  c o s t  o f  t h e  V ie tn a m  W ar a n d  o t h e r  
e conom ic  c o n s i d e r a t i o n s ,  d e s ig n  fu n d s  w e re  n o t  a p p r o p r i a t e d  u n t i l  1973  
a n d  c o n s t r u c t i o n  fu n d s  n o t  a p p r o p r i a t e d  u n t i l  1 9 7 8 . As t h e  p r o j e c t  h a s  
b e e n  a n  o n g o in g  o n e  f o r  o v e r  25  y e a r s ,  i t  g iv e s  u s  c o n s i d e r a b l e  p l e a s u r e  
to  r e p o r t  t h a t  c o n s t r u c t i o n  o f  t h e  m e m o ria l w as  r e c e n t l y  c o m p le te d ,  
e x c e p t  f o r  i n s t a l l a t i o n  o f  t h e  s t a t u e  o f  G e n e r a l  P e r s h i n g ,  w h ic h  i s  
s c h e d u le d  t h i s  y e a r .  The  m e m o ri a l i s  l o c a t e d  o n  P e n n s y lv a n i a  A ven u e  
b e tw e e n  1 4 th  a n d  1 5 th  S t r e e t s .  When y o u  h a v e  a n  o p p o r t u n i t y  to  v ie w  i t ,
I  am c e r t a i n  t h a t  y o u  w i l l  a g r e e  t h a t  i t  i s  a  m o s t a t t r a c t i v e  a n d  f i t t i n g  
t r i b u t e  t o  t h e  s a c r i f i c e s  an d  s u p e r b  a c h i e v e m e n ts  o f  t h e  AEF .

Th e s t o n e  f o r  t h e  S a ip a n  M on um en t h a s  b e e n  s h ip p e d  to  Guam a n d  i s  
a w a i t i n g  t r a n s s h ip m e n t  to  S a ip a n .  When t h e  m on um en t i s  c o m p le te d  t h i s  
y e a r ,  i t  w i l l  bec om e p a r t  o f  an  A m e ri c a n  M em o ri a l P a rk  a t  M uch ot P o i n t  
o v e r lo o k in g  T an a p a g  Ba y on  S a ip a n  u n d e r  t h e  a u s p i c e s  o f  t h e  D e p a r tm e n t 
o f  t h e  I n t e r i o r .  The  mon um en t w i l l  b e  a  s im p le  g r a n i t e  o b e l i s k  tw o f e e t  
s q u a r e  a n d  tw e lv e  f e e t  i n  h e i g h t  w i t h  a n  a p p r o p r i a t e  i n s c r i p t i o n .

Th e p r e c i s e  s i t e  a n d  h e i g h t  o f  th e  U ta h  B each  M on um en t i s  u n d e r  
f i n a l  c o n s i d e r a t i o n  a n d  s h o u ld  b e  d e c id e d  s h o r t l y .  When t h e  d e c i s i o n  
i s  m ade, a n  o r d e r  f o r  t h e  s to n e  w i l l  b e  p l a c e d  a n d  p r e p a r a t i o n  o f  t h e  
s i t e  w i l l  co m m en ce . P r e s e n t  s c h e d u le  i s  to  c o m p le te  th e  m on um en t i n  
f i s c a l  1 9 8 2 .

You w i l l  r e c a l l  t h a t  th e  C o m m is s io n 's  f i s c a l  1980  A p p r o p r i a t i o n  
o f  $ 8 ,2 0 0 ,0 0 0  f o r  t h e  o p e r a t i o n  a n d  c a r e  o f  i t s  f a c i l i t i e s  w as  a  minim um  
l e v e l  r e q u e s t .  T h is  r e q u e s t  o f  $ 1 0 ,5 0 7 ,0 0 0  f o r  f i s c a l  19 82  i s  a l s o  
a u s t e r e .  A n t i c i p a t i n g  an  a v e r a g e  a n n u a l  i n f l a t i o n  r a t e  f o r  1981 a n d  
19 82  o f  14% i n  t h e  c o u n t r i e s  w h e re  th e  C o m m is s io n 's  i n s t a l l a t i o n s  a r e  
l o c a t e d ,  an  a v e r a g e  we  b e l i e v e  c o n s e r v a t i v e ,  t h i s  r e q u e s t  a n d  t h e  Com­
m i s s i o n 's  19 81  A p p r o p r i a t i o n  a r e  a l s o  a t  m in im um  l e v e l ,  I n d i c a t i n g  c o n ­
t in u e d  d e t e r i o r a t i o n  o f  o u r  f a c i l i t i e s  o v e r  t h e  n e x t  tw o y e a r s .  A lr e a d y
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fro m O ct ob er  1,  1980  to  Ja nuar y  15 , 19 81 , c o s t o f l iv in g  In c re a se s  fo r  
our lo c a l  n a ti o n a l em plo yees of $3 35 ,000  ha ve  be en  aw arde d.  $5 61 ,000  a re  
ea rm arke d fo r  t h i s  pu rp os e in  th e  su pple m enta l fo r  f i s c a l  19 81 . Th ese 
in c re a se s  a re  keyed to  th e  r a te  o f i n f l a t io n  in  th e  c o u n tr ie s  whe re  our 
i n s t a l l a t i o n s  a re  lo ca te d  and  u su a ll y  a re  d ir e c te d  by th e  fo re ig n  gov er n­
ments co nce rn ed . Be cause of  th e  a u s t e r i t y  o f our f i s c a l  1982 re q u e s t , 
many r e p a ir s  ne eded  to  m ain ta in  our f a c i l i t i e s  a t  e s ta b l is h e d  s ta n d a rd s  
w i l l  ha ve  to  be  po st poned ; ho wev er , we a n t i c ip a te  be in g  a b le  to  pe rfor m  
a l l  o f th e  co sm et ic  fu n c ti o n s  su ch  as  c u tt in g  th e  g ra s s , c le a n in g  th e  
head st ones and app ly in g  f e r t i l i z e r s ,  in s e c t i c id e s  and  h e rb ic id e s  and th e  
more c r i t i c a l  c o n tr a c tu a l and in  hou se  r e p a i r s .  C onse quently , th e  g e n era l 
ap pea ra nce  of th e se  sh r in e s  s h a l l  c o n ti n u e  to  be  p le a s in g  and wor th y of th e  men th ey  hon or .

$9 22 ,000  ha ve  be en  req u este d  over an d above th e  Co mm iss ion ’s  
f i s c a l  year 1981 A pp ro p ri a ti o n  o f $9 ,5 85 ,0 00 . A bre akdown  o f t h i s  
in c re a se  i s  as  fo ll o w s:  $4 05 ,000  to  ensu re  minimum ma nning  e s ta b li s h e d  
by P .L . 96 -3 85 , de fr ay  f u l l  y ea r c o s ts  o f s t a tu to r y  and wag e boar d pay  
r a i s e s ,  and d e fr ay  in g ra d e  in c re a s e s  o f U.S . and  lo c a l  n a ti o n a l  em pl oy ee s;  
$1 34 ,000  to  d e fr ay  a s so c ia te d  c o s ts  in  p e rs o n n e l b e n e f i t s ;  $3 8, 00 0 fo r  
se vera nce  pay  an d re im bu rsem en t o f th e  fo rm er  ABMC p e rso n n e l;  $8 ,000  
fo r  t r a v e l  and t r a n s p o r ta ti o n  o f  p e rso n s ; $5 0,00 0 fo r  r e n t ,  comm un icati on s 
and u t i l i t i e s ;  $1 ,0 00  fo r  p r in ti n g  and  re p ro d u c ti o n ; $1 72 ,000  fo r  th e  car e  
m ai nt en an ce  and r e p a i r  o f f a c i l i t i e s ;  and $1 14 ,000  fo r  c o n s tr u c ti o n  o f  a 
s e t  o f q u a r te r s  an d a mo des t m em or ia l f e a tu r e  a t  th e  C or oz al  Am eri can 
Ce me tery in  Panama.

Mr. Ch airma n and members o f th e  Su bc om mitt ee , t h i s  co ncl udes  ou r 
p re pare d  s ta te m en t.  We w i l l  be  v ery  p le a se d  to  an sw er  any q u e s ti o n s  th a t 
you may c a re  to  a sk . Thank yo u.
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Mr. Boland. The 1980 actual appropria tion was $8,200,000, and 
provided for 384 positions. Correct me if any of these statis tics are 
inaccurate.

Your 1981 budget estim ate reflected 384 positions. The 1981 cur­
ren t estimate is $9,585,000, which includes a $797,000 increase  for 
pay costs, and 398 positions. Your 1982 request is for $10,507,000 
with positions holding at 398. Tha t is an increase of $922,000 over 
the 1981 appropriation. These numbers are reflected on page 3 of 
your justificat ions.

MEMORIAL TO THE AEF AND  GENERAL PERSHING

As you have indicated in your statement, afte r 25 years, the 
ABMC has nearly completed the American Expedi tionary  Forces 
memorial  to General Pershing. It is my understanding  th at  it will 
be dedicated sometime l ate r th is year.

Colonel Badger. Sometime this summer, yes.
Mr. Boland. Let me say as a member of th is Committee who is 

fami liar with the struggle to construct the Memorial—and this 
Committee has wrestled with the  John J. Persh ing Memorial for 
some time—I am delighted that  time has given the  Commission 
and the  Pennsylvania Avenue Development Corporation the  oppor­
tun ity  to establish a trul y fitting memorial. I got a look a t it this 
morning  and I think it is magnificent.  If you had gone ahead as 
planned some years ago, this  summer you would not have a memo­
rial of this caliber. If anyone who was with the fighting  force of 
America deserved th is memorial, it was Joh n J . Pershing.

Several years  ago you put in the  record a brief  description of his 
efforts in World War I, and we will include that  in the  record 
again this year. It is a magnif icent description of the efforts tha t 
one man made to pull together the  AEF in Europe, and I do not 
know of any man who could have done i t better . It was a n incredi­
ble, rem arkable job.

[The information follows:]
The United States entered World War I on April 6, 1917, with no modern 

equipment and less than  200,000 men, who were scattered from the  Mexican border 
to China and the Philippines. Despite this  inauspicious beginning, the American 
Expeditionary Force in Europe at the end of the war 19 months late r contained 
more than 2 million men and there were an additional 2 million backing it up in the United States.

General John J. Pershing was given the task of organizing the  American Expedi­
tionary Force, molding it into an effective fighting force and leading it in combat. 
He responded to this challenge bri lliantly. Quickly he formed the troops sent  to him 
from the United States into combat and combat support units and started them on 
an intensive but  abbreviated train ing program. He also organized a theater support 
and transporta tion system for which there was no precedent in the U.S. Army to 
guide him. At no time in history has such a  large heterogeneous mass of men been 
transported overseas to be organized, equipped, and trained into an effective fight­
ing force in such a short period of time. During organization and train ing of the 
AEF, Genera l Pershing was besieged even threatened by his allies, the French and 
British, who vehemently contended tha t if he did not send his men to the ir units as 
replacements, the war would be lost. He refused to let his men be used piecemeal in 
this manner and in a surprisingly short  time organized and trained them into 
effective combat units. When these U.S. units  were committed in the St. Mihiel and 
Meuse-Argonne sectors, they successfully turned the tide of a war that  had been 
fought to a standstil l for more than 4 years. Less than 1 year after  American units 
were committed, Germany was defeated.

It should be remembered th at American military participa tion in the First World 
War for all practical purposes was a one-man show and Pershing was tha t man. 
There was ne ither  a civilian nor military organization in Washington that  could or
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would ins truct him as to how, when, where , or why he should  conduct his mil itary operations. Per shing’s success was litt le sho rt of miraculous and the  exploits of his troops equally so.

The monument that is being erected between 14th and 15th Streets on Pennsylvania Avenue (probably on one of the most expensive sites in the  city), is a fitting memorial to General Per ­shing and those who served in the  AEF. I want  to quote General Persh ing’s reference to the AEF, which is inscribed in one of the marble areas in the  monument. It reads: “In the ir devotion, the ir valor, and in the  loyal fulfillment of the ir obligations, the  officers and men of the American Expedit ionary Forces have left a heri ­tage of which those who follow may ever be proud.”In other areas of the  monument, I notice you have a map of the  Western Front and also a map of the Meuse-Argonne. Any Member who has not seen it should stop by. You will probably well up with feeling when you reflect on what  this man accomplished during  World War I.
Am I correct, there is also a skating rink?  And what is the glass edifice?
Colonel Badger. The glass is a kiosk in a picnic area adjacent to the monument. We insisted it be screened from the memorial so it  would not conflict. The pool next to the  picnic grounds will be a skating ri nk in th e winter.
Mr. Boland. This project was not easy to develop over the years. You had to satisfy several Commissions before plans were finally accepted by the Pennsylvania Avenue Development Corporation and others.
Colonel Badger. The National Capital Planning Commission and the Commission of Fine Arts.
Mr. Boland. It is a remarkable  monument, and one that  trul y reflects the sacrifices tha t were made by the AEF and also by General Persh ing himself. Congra tulations .Does the  American  Legion have any involvement with the Per ­shing s tatue?
Colonel Badger. No, sir. At one time they had offered to pay for the statue of General Pershing as the  Legion’s contribut ion to the bicentennial, but withdrew the offer when the monument was not completed in time. Fortunately, we had extra moneys that  were given to us for design tha t can be used to pay the sculptor. We are  able to do it within  our own resources.
Mr. Boland. W hat is the tota l cost of tha t memorial?Colonel Badger. Because the  Pennsylvania Avenue Development Corporation changed the elevation, it paid for the foundation, which was $100,000. The to tal cost including design, sculpture, and foundation would be $500,000.
Mr. Boland. W hat will be the cost of the  statue?Colonel Badger. Around $80,000, sir.
Mr. Boland. Will it  be standing?
Colonel Badger. Yes, sir, he will be standing, holding in his righ t hand, field glasses, in his left hand, his hat.Mr. Boland. Do other members have any questions about the monument?
Mrs. Boggs. No, I ju st thin k it is wonderful that  it has met all the requirements of being a  people-monument. Additionally, when-
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ever the inaugura l parade turns it will be passing by that  monu­
ment.

Mr. Coughlin. If the American Legion volunteered to help, why 
didn’t you take the ir help?

Colonel Badger. They withdrew the ir offer and cast a freedom 
bell rath er tha n a statue of General Pershing. They withdrew the ir 
support.

Mr. Boland. W hat did they  reserve for the monument?
Colonel Ryan. $125,000.

FREQUENCY OF VANDALISM

Mr. Young. Mr. Chairman, I have one question I would like to 
ask.

Mr. Boland. All right.
Mr. Young. Especially those which are  in parts of the  world 

where we have seen anti-American demonstrations take place, 
have you had any trouble with vandali sm or attem pts to desecrate  
the memorial as a symbolic gestu re against the United  States?

Colonel Badger. Yes, we had pain t sprayed on our monument at 
Tours, France. Ju st before dedication of the  Vietnam Tablets of the 
Missing in Honolulu, someone sprayed pain t on the walls but did 
not deface the names of the  missing. It was cleaned off in time for 
the dedication.

Mr. Young. Is this a serious, ongoing problem, or  is it ju st keyed 
off by certain  internat iona l events?

Colonel Badger. It very seldom occurs overseas. Occasionally, 
graffiti is also sprayed on our East  Coast Memorial in New York 
City.

CURRE NCY EXC HANGE RATES

Mr. Boland. As we know on this  Committee from the  hearings 
last year, the  past two years have not been very easy ones for the 
Commission. The violent and unpredictab le swings in foreign cur­
rency exchange rate s have made management of the  Commission’s 
operations  especially difficult. Last year, General Adams testified 
that early in April 1979, he had to direct the curtailm ent of all 
obligation of funds except for personnel  compensation, fixed costs, 
and emergency projects.

Was similar action necessary in 1980?
Colonel Ryan. Yes, sir. The supplemental was passed in July  

1980, and we were able to fund our major repai rs and purchases at 
that time. For the first three months of fiscal 1981, the dollar  has 
been quite stable, roughly we th ink  we have accrued an additional 
$50,000 due to the stability  of th e dollar. However, we have no idea 
what  will happen between now and the  remainder of the year.

Mr. Boland. Do you know whether or not the foreign exchange 
currency rates adversely affected the  Commission in 1980 as much as 1979?

Colonel Ryan. They did not.
Mr. Boland. Please update the  table  on foreign currency ex­

change rates which appears on page 99 of last  yea r’s hearings.
[The information follows:]
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CURRENCY EXCHANGE RATES

FF BF(l) NG(F) II 81 TO
1979 budget reques t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4.98 36.63 2.49 880 0.580 0.4251979 pay supp lemental. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4.36 31.39 2.15 837 .516 .4051979 pay supplemental update. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4.29 29.45 2.02 836 .500 .404Average rates received October 1978  to September 1979 . . . . . . . . . . . . . . . . . .  4.30 29.64 2.02 832 .484 .4021980 budget reques t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4.36 31.39 2.15 837 .516 .4051980 pay supplemental . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4 25 29.20 2.00 817 .441 .4011980 pay supplemental upda te. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4.19 28.76 1.98 821 .466 .401Average rates received October 1979 to September 1980 . . . . . . . . . . . . . . . . . .  4.15 28.58 1.96 833 .442 .3971981 budget reques t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4.25 29.20 2.00 817 .441 .4011981 pay supp lemental. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4.15 28.72 1.95 825 .420 .390Average rates received October 1980 to December 1980. . . . . . . . . . . . . . . . . . .  4.35 29.55 2.03 895 .418 .4041982 budget reques t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4.15 28.72 1.95 825 .420 .390

INITIAL 19 82  BUDGET SUBMISSION
Mr. Boland . Do you  ha ve  a mi nim um , cu rr en t,  an d enha nced  level for th e Com mis sion’s 1982 budget sub mission?Colonel Badger . Yes, sir.
Mr.  Boland. Give us  t he  cu rr en t an d en ha nc ed  levels. Wh ile you ar e look ing th a t up, wha t was th e Comm ission’s requ es t for 1982 fund ing  to  t he  Office of  Man ag em en t an d Bud get?Colonel Badger . We req ueste d fun ds  a t th e mini mu m, cu rr en t an d enhanced  levels .
Mr . Boland . W ha t was th e am ou nt  o f th e en ha nc ed  level?Colo nel Ryan . $11,925,000.
Colonel Badger . Our  overa ll req uest was red uced  to $10,507,000; $197,000 w as req ueste d to fund  15 m an-years of  ca sual  labor. It  w as red uced to $33,000, wh ich  wil l supp ort 3 man-yea rs of l abo r. Casua l lab or  is used du rin g peak growin g per iod s to assis t wi th th e main­tena nc e of law ns,  th e leveling  of graves , an d th e cle an ing  of he ad ­ston es.
Mr. Boland . I un de rs tand  th at casual lab or  is tempo rary  labor.Colo nel Badger. Yes, sir.  Fo r mainten an ce  co nt racts, we requ es t­ed $1,171,000 a t th e en ha nc ed  level. It  was  red uced  to $536,000, ab ou t fou r pe rcen t above ou r mini mu m leve l. Th is red uc tio n in­volved 55 pro jec ts av erag ing abou t $10,000 apie ce. Al tho ugh a $10,000 pro jec t ma y be con sidere d a re la tiv ely sm all  one,  mo re of ten  th an  no t it re pr es en ts  sore ly nee ded  mainten an ce  a t ou r fac ilit ies .
Of  th e $603,000 requ es ted  for pr oc ur em en t of equip me nt,  $216,000 remain s, wh ich  is ou r mini mu m level . Th is me ans th a t we will  be able only to rep lac e th e most uneconom ica lly  repa ira ble eq uip me nt,  an d th a t th e eq uip men t on ha nd  fre qu en tly  will  be down for repa ir.
We req ueste d $885,000 for proc urem en t of sup pli es a t th e en ­ha nc ed  leve l an d ha d to ad just to $653,000, wh ich  is abou t ten  pe rcen t above minim um  level.
Mr . Boland . Is th a t th e to ta l between th e mini mu m an d th e en ha nced  level?
Colonel Badger. Yes. These  ar e th e to ta l dif ferenc es between our en ha nced  requ es t an d wha t OMB approved.Mr.  Boland . Do I un de rs tand  OMB gave you th e minim um ?
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Colonel Badger. Slightly above minimum.
Mr. Boland. Would you call it the  cu rren t?
Colonel Ryan. No, sir. Our current level reques t was $11,159,000.
Mr. Boland. The second page of your prepared sta tem ent  indi­

cates that $114,000 of the 1982 reques ted increase  was for construc­
tion of a set of quarters and a modest memorial  feature at  the 
Corozal American Cemetery in Pan ama—$30,000 is for th e memori­
al, and the  balance  of $84,000 is for the  quar ters. Is that  correct?

Colonel Badger. Yes, sir, that  is correct.
Mr. Boland. I note that  the  proposed appropriation language 

does not request availab ility of funds past  September 1982. Tha t 
prompts me to ask, are you confident  that  you will be able to 
obligate th e e ntir e $114,000 by the  end of fiscal yea r 1982?

Colonel Badger. Yes, sir, we are. We currently  have plans for 
quarters  prepared by the Panama  Canal  Co. that  we can adapt.

Mr. Boland. Didn’t I see some figure here  as to $185,000 to be 
spent  each year?

Colonel Badger. T hat  was th e original estimate.
Mr. Boland. The only request you make here is for $114,000.
Colonel Badger. We do have other projects. For instance, a pe­

rime ter wall, we would like to enclose our cemetery to prevent 
general  vandali sm and to set it off from the cemetery that will 
belong eventual ly to the Republic of Panama. We feel it should be 
enclosed in a wall.

Mr. Boland. One of the major increases from year  to year for 
the Commission is the cost of living increases for the local national 
employees. Your statement indicates at the  top of page two, that  
$561,000 is earm arked for this purpose in the fiscal year 1981 
supplemental. In addition, a sizable part of th at requested  increase  
in 1982 is due to cost of living escalations.

Does the  Commission have any flexibility at  all in the payment 
of cost of living increases?

Colonel Ryan. No, sir.
Mr. Boland. Does the Commission negotiate with the unions or 

local nationals directly  in determining the  amount of the  in­
creases?

Colonel Ryan. The Departmen t of State, that  is the Ambassador, 
does as head of th e country team.

COROZAL AMERI CAN CEMETERY

Mr. Boland. On page one of the  detailed  budget justifica tions, 
the third paragraph describes the  Commission’s activities  at the  
Corozal American Cemetery in the  Republic of Panam a. During 
last yea r’s hear ing it estimated that  $180,000 for five years would 
be required to raise the  standards of t ha t cemetery to that  of the 
Commission’s other cemeteries.

Is th at $180,000 estimate st ill accurate?
Colonel Ryan. We have scaled i t down; we thin k we can do it  for 

about $150,000.
Mr. Boland. What is the  1982 request for the  Corozal Cemetery?
Colonel Badger. $257,561.
Mr. Boland. How much do you intend to spend at Corozal in 

1981?
Colonel Badger. $158,300, sir.
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Mr. Young. Does that  figure include $84,000 to construct quar­ters for the  Superintendent?
Colonel Badger. Yes, sir; that  is, th e 1982 request does.Mr. Young. Might I ask where the  Superin tendent lives now?Colonel Badger. We are presently rent ing qua rter s that belong to the  Panama Canal Commission. Every year, under the treatie s, some of those quart ers revert to Pa nam anian control.Mr. Young. Would these then be U.S.-owned quarters?Colonel Badger. Yes, sir.

PERSO NNEL AUTHORIZATIONS

Mr. Boland. On page three of the  justifications, the permanent position column indicates 384 in fiscal y ear 1980 and 398 in fiscal year  1981. The original 1981 budget estim ate reflected 384 posi­tions. Action on the  appropriation bill resulted in an increase of $70,000 specifically for five additional positions. Adding the five positions which were included in the ultimate congressional action, to the  384 original request, yields 389 positions. The difference of nine is addressed in th e footnote a t the bottom of page three, which indicates those positions are  to satisfy minimum personnel man­ning requirements established by Section 506 of Public Law 96-385. I am going to quote from Section 506 of that  Act: “To ensure adequate care and maintenance of the cemeteries, monuments and memorials under the  jurisdic tion of the Commission, the Commis­sion, subject to the availab ility of appropr iations , shall employ (1) not less th an 50 personnel in the competitive service (as defined in Section 2102 of Title 5, United  States Code), of whom not less th an 43 shall be assigned to duty in foreign countr ies in which such cemeteries, monuments, and memorials are  located, and (2) not less tha n 348 individuals who are citizens of the  countries in which such cemeteries, monuments, and memorials are  located, who shall be hired for local employment rela ting to the  care and main te­nance of such cemeteries, monuments, and memoria ls.” The impor­tant  line to our way of think ing in that  section is the line “subject to the availabi lity of appropriations .” The 1981 Appropriation Act included the  funds for only the 384 positions requested plus the  five specifically added. Where are you getting the  funds to pay for the  addi tional nine positions?
Colonel Ryan. Sir, we feel tha t by the  time authority  could be given to us by the Congress to hire  these  additional personnel, it would be in the lat ter  part of t he fiscal year. With only two or three months remaining  we think the  apprec iation  of the dollar will be sufficient to fund them.
Mr. Boland. You expect the Appropriations  Committee to add the  additional funds for the  398?
Colonel Ryan. No sir, but  we hope it will give us the auth ority to hire. We feel we will not  be able to hire unti l Ju ly.Mr. Boland. You have the  authority  to hire. As I unde rstand it you have 379 aboard now; is tha t correct?Colonel Ryan. Yes sir.
Mr. Boland. How many would you hire?Colonel Ryan. Unde r curr ent authority,  we would not be able to hire the 398. We could hire the five additional super intendents
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because funds are in the 1981 appropriation  for that  purpose, and we have been directed to hire them  by the  Congress.
Mr. Boland. As you know, the  Pre side nt’s budget for 1982 lists only 379 positions for both 1981 and 1982. Why is the  Commission’s budget justifica tion not in support of the  Presiden t’s budget?
Colonel Ryan. When the Congress established a minimum per­sonnel authorization  for us, we thought it was telling  us to put 398 into our appropriation request and then the  Congress through the budget process would decide whether or not to fund them.
Mr. Boland. If the  Commission only compensated 389 in 1981, rather than 398, would additional resources be available  to defray requested supplementa l pay costs?
Colonel Ryan. Yes sir, ther e still would be a requ irement for additional funds to defray costs of general schedule, mili tary  and wage board pay increases as well as in grade increases.
Mr. Boland. On page six, under Administration and U.S. Memo­rials, $17,000 is requested for equipment. Detail how the  $17,000 will be used.
Colonel Ryan. Sir, that is for a computer and associated soft­ware. Right now, we have an enti rely  manual accounting system for our operations worldwide. We have one bookkeeper and one accoun tant here, and we must render all the reports  any other Agency of the Federal Government does. For some time, we have been having difficulty keeping up.

SUPPLY REQUIREMENTS

Mr. Boland. In the  next paragraph, under European Cemeteries and Memorials, $120,000 is requested  for supplies, mater ials, and spare parts  to restore  in part, depleted supply levels. Give us some 
examples of the  supplies, materials, and spare  parts that  are  badly needed. Do not detail it all jus t provide some examples.

Colonel Badger. We have the hort icultural supplies, which only have a shelf life of about a year; these  are  insecticides, fertilizers, herbicides, replacement plants, things of tha t nature.
We also need repair and utilit y supplies. Because we have been unable to get enough contractual money, d uring the off season, we try to perform many repairs in-house. For the European  office, we have some $60,000 planned for in-house projects.
Mr. Boland. Detail the other  items for the record.
[The information follows:]

Other Items in Short Supply

Europe needs sand, cement and gravel to rep air  and construct minor concrete structures.  Carpen try  items such as plywood, lumber  and associated har dware  are  in sho rt supply. There also is a shor tage  of mower and vehicular rep air  parts  such as drive belts, blades, plugs and other engine par ts. Additionally, Europe must reple nish its stockage of petroleum, oil and  lubrica nts  as well as hea ting fuel.

PERSONNEL BENEFITS

Mr. Boland. Turn  to page eight, which details the changes by object classification. Personnel benefits total $1,960,000 in fiscal year 1982. This amounts  to approx imately 31 percen t of the amount for personnel compensation. This is considerably more than for o ther  Government agencies, but there are special reasons
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for this. Due to the  Commission’s activities overseas, special bene­fits must be made, I unders tand,  for education  allowances, quar ters allowances, post allowances, et cetera. Detail for the record and include in future years’ justifications, the  amounts for the various categories of benefits that  make up the total.[The information follows:]
Deta il o f Personn el Be ne fit s

FICA ......................................................................................................................... 7,251Gr oup li fe ................................................................................................................ 3,123Ed ucati on  a llo wan ce ................................................................................................... 25,650Q ua rter s al lo wan ce ..................................................................................................... 60,050Po st all ow ance ..............................................................................................................  82,229T LA .................................................................................................................................................R et ir em en t.............................................................................................................. 270,456H ealt h ............................................................................................................................ 56,987Awards .................................... ;............................................................................... 5,000CO LA ....................................................................................................................... 80,579Social se cu ri ty ........................................................................................................ 1,166,109B on us ....................................................................................................................... 14,741Fa mily  allow ance ................................................................................................... 11,736Me als  all ow ance ............................................................................................................................WB in cr ea se s.......................................................................................................... 216,019GS in cr ea se s..........................................................................................................  6,199Tropica l di ffer en tial .............................................................................................  3,125Lap se s!  —)............................................................................................................... —49,430
T ota l............................................................................................................  1,959,824

Mr. Boland. H ow much is planned for incentive awards?Colonel Ryan. $1,300 for 1980; $4,700, 1981; $5,000, 1982.Mr. Boland. What  about fees for consu ltant s and trave l ex­penses?
Colonel Ryan. We do not have consu ltants  as such. Travel and transportation of persons is $90,000.
Mr. Boland. The per diem and mileage rate s for the Govern­ment were recent ly increased. In addition, air  travel has risen dramatical ly in the  past year. Will the rather modest increase in 1982 actually  resu lt in less travel being performed, and if so, how serious a problem is that?
Colonel Ryan. We have less people going on home leave. We think we have adequate funds.
Mr. Boland. This does not present a problem for you then.Colonel Ryan. No sir.

BENEFIT S FOR FORMER PER SON NEL

Mr. Boland. Turn  to page 10 of the  ann ual  budgets for the specific cemeteries  and offices. I notice that  the  Rome office is $245,078 for fiscal year  1981, and the 1982 request is a 78.2 percent increase  to a tota l of $436,633—an increase  of $191,555. What is th at  significant increase  caused by?
Colonel Badger. It is due to an increase  in benefits for former personnel. Of the $192,000, $157,000 are for severance pay. Some of our employees in the  Rome office who have been with us since the office opened are retiring.
Mr. Boland. With that  retirement goes severance pay, and the severance pay is based on one month’s salary for each year that

74-315  0 - 8 1 ----- 2
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the employee has been employed by the  Commission; is that cor­
rect?

Colonel Ryan. Tha t is correct. Miss Lo Castro our accountant, 
the one who handles the accounts for the enti re Mediterranean 
area , is going to receive $97,760 in severance pay. She has been 
with us for 35 years.

Mr. Boland. Give tha t figure again.
Colonel Ryan. $97,760, sir.
Mr. Boland. Is t ha t her severance pay?
Colonel Ryan. One month’s pay for 35 years . Tha t is her  sever­

ance pay.
Mr. Boland. There  is nothing that  can be done about  tha t. I 

understand that is the  law there,  is it not?
Colonel Ryan. Yes, sir.
Mr. Boland. On page 11, in the  proposed appropriation lan­

guage, the only change in the appropria tion language is t he dollar 
figure. However, page I-V5, of the  appendix to the 1982 budget 
indicates  that  two, not one, passenger motor vehicles need to be 
replaced in 1982. Are your justifications saying you can get along 
with just  one replacement vehicle in 1982?

Colonel Ryan. Yes, sir. Tha t is all that  is scheduled to be re­
placed, because of the reduction to minimum funding.

Mr. Boland. As part of former Pres iden t Car ter’s budget amend­
ment package in March of 1980, the Commission’s 1981 budget 
reques t was reduced by $106,000. In addition, purs uan t to Section 
412 of Public Law 96-526, the  HUD-Independent Agencies 1981 
Appropriation Act, the  Commission was reduced an additional 
$179,000.

Would you please indicate for the  record by object class, where 
those reductions  were applied.

[The information follows:]
Application of  Mandated Reductions

Object class 25 ........................................................................................................ $109,000
Object class 26 ........................................................................................................ 88,000
Object clas s 31 ........................................................................................................ 88,000

T o ta l.............................................................................................................  285,000
Mr. Boland. Mr. Conte.
Mr. Conte. No questions.
Mr. Boland. Mr. Green.

STATUS OF AGR EEM ENT  WITH PAN AM A

Mr. Green. I may be covering ground with which others are 
familiar, b ut I wonder what is the stat us of the agreement with the 
Panamanian s regarding the Corozal reservation?

Colonel Badger. As a reserva tion to the  Panama  Canal Treaty , 
the Senate  required tha t American remains at Mount Hope Ceme­
tery  be transfer red  to the American sector of the Corozal Cemetery 
on the Pacific side and tha t the American Battle  Monuments Com­
mission would take  over administ ration of the American sector, 
which we now call the Corozal American Cemetery. And, that an 
agreement be reached with the Republic of Panama for perpe tual 
use of this cemetery and for author ity to fly the  American flag
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over the cemetery. This agreement has been reached and signed by both countries , but not ratified by th e legislative group in Panama. It is an opera ting agreement .
Mr. Green. Thank you, Mr. Chairman.
Mr. Conte. Will you yield?
Mr. Green. Yes.
Mr. Conte. How many members are  on this Commission?Colonel Badger. Eleven.
Mr. Conte. They a re all appointed by the  President?Colonel Badger. Yes.
Mr. Conte. For what term?
Colonel Badger. To serve at his pleasure.
Colonel Ryan. Senator P otte r was on for 26 years.
Mr. Conte. Any specific qualifications to get on? Do you have to be military?
Colonel Ryan. No, sir. However, traditionally we have always had at leas t one representative  from each of the mili tary  services.Mr. Conte. Is there  any compensation?
Colonel Ryan. No, sir.
Mr. Conte. J us t travel.
Colonel Ryan. T ravel expenses only.
Mr. Conte. Do they go out and look at  these monuments?Colonel Ryan. We would like for one or two Commissioners to inspect each year. When funds are  scarce, we have to curtail travel.
Mr. Conte. Are there any vacancies now?
Colonel Ryan. No, sir.
Mr. Boland. As a ma tter  of fact, the re are  rare ly any vacancies on th at  Commission.
Colonel Ryan. Very seldom.
Colonel Badger. Our chairm an, General Clark, has served since 1969.
Mr. Boland. Will you read the list?
Colonel Badger. General Mark  W. Clark, USA (Ret.); General Louis H. Wilson, USMC (Ret.); Hon. Alfred P. Chamie; Lieu tenant General Benjamin O. Davis, Jr. , USAF (Ret.); Hon. T. Har ry Gatton; Lieuten ant General James M. Gavin, USA (Ret.); Brigadier General Anna  Mae Hays, USA (Ret.); Admira l James L. Holloway III, USN (Ret.); Hon. Oliver E. Meadows; Hon. John  M. Pope; Hon. J. Glennon Travis, our most recent member, from Missouri, ap­pointed 29 August 1980.
Mr. Boland. Mrs. Boggs?
Mrs. Boggs. I wonder, in some of the older areas throu ghou t the  world, are monuments suffering from pollution, as many monu­ments in th is country are?
Colonel Badger. We do have problems, par ticu larly  when a cemetery memoria l is located nea r an airfield. We find the  fallout  from jet fuel is part icula rly damaging to our marble.Mrs. Boggs. W hat can be done about that?
Colonel Badger. We clean it frequently, and apply a silicone sealer to minimize damage from th e fallout.
Mrs. Boggs. T hank  you. I have no fu rth er questions, sir.Mr. Boland. Mr. Coughlin?
Mr. Coughlin. No questions.
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Mr. Boland. Mr. Young?
Mr. Young. No questions.

USE OF FOREIGN NATIO NALS

Mr. Conte. Do you use foreign nation als to main tain the  proper­
ty?

Colonel Ryan. Yes, sir. We have one supe rinte ndent at each cemetery. At the  large cemeteries, he has an American assistant. All the rest are foreign national personnel.
Mr. Conte. The superintendent is an  American?
Colonel Ryan. Yes, the  families wan t a n American to greet them and take  care  of th eir  honored dead.
Mr. Conte. And th e assistan ts, too?
Colonel Ryan. Yes sir.
Mr. Conte. Would it not be more economical to have the  superin ­tendent and his assis tants  be foreign nationals, too?
Colonel Ryan. Right now I do not think  so, because the salaries overseas are climbing. In some cases our indigenous employees make more money tha n assis tant super intendents . They do get quarters  on the post, but moneywise we are paying more to many of our indigenous employees.
Mr. Boland. You indicated earl ier that  you could add the addi­tional nine positions without additional appropriations because of the windfall of $50,000 accruing from favorable dollar exchanges.Colonel Ryan. Yes, sir.
Mr. Boland. Now, could you take  that  $50,000 and use it for additional pay costs in 1981 so we could reduce the supplemental?Colonel Ryan. Yes, sir.
Mr. Boland. Tel l me why you do not want  to do that.
Colonel Ryan. Right now it is a $50,000 saving. Later, it might not be. We would rat he r reserve the  funds for hiring the  nine additional local nationals. If we do not  have the  funds a t that  time, of course we would not hire  them.
Mr. Boland. T hank  you very much.
Anything more to add, Admiral Holloway?
Admiral Holloway. I have nothing more to add. I am glad to be here representing the Commission, and I am impressed with the rapport that  exists between your Committee and the Commission.Mr. Boland. How long have you been retired?
Admiral Holloway. Two years.
Mr. Boland. You look like you are  ready for action again.Admiral Holloway. I am.
Mr. Boland. Thank you very much, Admira l Holloway and Colo­nels Badger, Moran and Ryan. We will place the Commission’s budget justifications in the record at this  time. Thank you very much.
[The justification  follows:]
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Tuesday, February 3, 1981.
CEMETERIAL EXP ENSES , DEPARTMENT OF THE ARMY

WITNESSES

COLONEL ANN B. SMITH, DIRECTOR, CASUALTY AND MEMORIAL AF­FAIRS
MAJOR JAMES P. KING, MILITARY ASSISTANT,  ASSISTANT SECRETARYOF THE ARMY (CIVIL WORKS)
RAYMOND J. PETTIS, CHIEF, BUDGET AND ACCOUNTING DIVISION,OFFICE OF THE ADJUTANT GENERAL 
RAYMOND J. COSTANZO, SUPERINTENDE NT, ARLINGTON NATIONALCEMETERY
PAUL TOWELL, BUDGET ANALYST, CASUALTY AND MEMORIAL AF­FAIRS DIRECTORATE
JULIUS L. SMITH, ENGINEER TECHNICIAN, CASUALTY AND MEMORIALAFFAIRS DIRECTORATE

Mr. Boland. The Committee will come to order .We are delighted to have with us this  morning Colonel Ann B. Smith, Director, Casualty and Memorial Affairs, Office of the  Adju­tant  Genera l, D epar tmen t of the  Army.
Colonel Smith has appeared before the Subcommittee for the past two years. Today m arks the first  appea rance  for Major James King, who works for the Assistant Secre tary of the Army (Civil Works). We welcome Mr. Raymond Pettis , who is Chief of the Budget and Accounting Division in the  Office of the Adjutant General. We also welcome Ray Costanzo, who is the Superintend­ent of Arlington National Cemetery, and Paul Towell and Juliu s Smith, who both work in the Casualty and Memorial Affairs Direc­torate. This activity  is responsible for Arlington Cemetery and the Soldiers’ Home Cemetery, and comes un der the  Departmen t of the Army.
Has everyone except Major King been here before?How about Ray Pettis?
Mr. Pettis. I have been here before.
Mr. Boland. Ray Costanzo, Paul Towell, and Julius Smith, you have been here before. You are  familia r to  the Committee.Please excuse me. I will have to leave the  hearing due to a schedule conflict. Mrs. Boggs has kindly consented to preside.Mrs. Boggs [presiding]. Colonel Smith, will you proceed with your statem ent?
Colonel Smith. It is a pleasure  to be here on behalf  of the Secretary of the Army. If it is all righ t with you, I would like to summarize my comments.
The Arlington National Cemetery is a function of the Assistant Secretary of th e Army for Civil Works, and the Adjutant General operates it for the Assistant Secretary.
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Arlington  is special in that  it is an active cemetery, a national 
shrine,  and a touris t a ttract ion.

We have about 14 burials or inurnments  a day as an active 
cemetery. As a shrine, we have around 190,000 people buried there. 
Because it has the  Tomb of the  Unknown Soldier, it is very  impor­
tant.  As a tour ist attraction , it has about  3,000,000 visitors per 
year. So, it  is a  multiple job for the Super intendent.

We have this past year opened a Columbarium which has 5,000 
niches to hold 10,000 cremated remains. Tha t was opened in April 
of this year, and we average 70 inurnments  a month. It is very 
popular. Our major construction project ongoing is the  renovation 
of the  Amphitheater which you referred to earlie r. This was star t­
ed in November of this year  and should take  approx imately 18 
months to finish.

In this yea r’s budget we have requested $7,386,000: $5,416,000 for 
maintenance operations; $322,000 for administra tion; and 
$1,648,000 for construction. The major items consist of repa irs of 
the roads and Columbarium facility.

We have also this year requested a supplementa l amount to 
cover pay raises. This is one item which is very important to us. If 
we do not get this, we might  have to divert  some of our more 
important work in the cemetery.

Tha t concludes my comments.
[The stateme nt follows:]

General  Statement

Mr. Chairman and Members of the Committee: Good morning. We welcome the  
opportunity to tes tify in support of the requested 1982 appropriation for Cemeterial 
Expenses, Department of the Army. We are appearing on behalf of the Secretary  of 
the Army, who is responsible for Arlington National Cemetery and Soldiers’ Home 
National Cemetery. The funds provided through this appropria tion will finance 
operation and maintenance, construction, and administration at both cemeteries.

Mr. Chairman, with the knowledge tha t there are new committee members I 
would, with your permission, like to provide some background information concern­
ing Arlington National Cemetery. The curre nt eligibility for inte rment in Arlington 
includes all Medal of Honor recipients, members of the Armed Forces on active 
duty, retired members of the Armed Forces, veterans who served in major posts in 
the Federal Government, veterans who have been awarded the Distinguished Serv­
ice Cross, Distinguished Service Medal, Silver Star, or Purple Heart or thei r equiva­
lent, and veterans  whose service resulted in a disability of 30 percent or more and 
who were medically discharged before 1 October 1949. Any honorably discharged 
veteran who is cremated is eligible for inu rnment in the  Columbarium. The spouses, 
minor children, and dependent adult  children of eligible persons may also be buried 
or injured at Arlington.

Arlington is a unique memorial to America’s war dead from the Revolution to 
Vietnam, and the final resting place of two Presidents and other impor tant public 
officials. Over 3 million people visit Arlington each year. The two most frequently 
visited locations are the Tomb of the  Unknown Soldier and President Kennedy’s 
grave. Citizens from across the country also a ttend  more than 400 ceremonies held 
each year  a t Arlington on such occasions as Memorial Day, Veterans Day, and other 
holidays. Included are approximately 50 ceremonies involving foreign or high-level 
dignitaries such as the President of the  United States, Members of Congress, Cabi­
net officers, visiting foreign heads of State, and military and political leaders.

The Master Plan for the expansion of Arlington National Cemetery from 202 
acres to 612 acres was approved by the Congress in 1966. The Master Plan is 
comprised of 18 construction projects, 5 landscaping projects, and 3 land develop­
ment projects. To date, 22 of these 26 projects have been begun or completed. 
Remaining projects include the construction of a Permanent Visitors Center and 
parking facility; Land Development of the final 40 acres for burial  purposes; con­
struction of new warehouse facilities; and replacement of the west boundary wall. 
The major ongoing construction project is rehabilitation of the Memorial 
Amphitheatre.
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The first 5000-niche increment of a 50,000-niche modular Columbarium was opened for cremated remains in April 1980. During the period April through Sep­tember 1980, 427 remains were inurned in the  Columbarium.Taken together, the Arlington and Soldier’s Home National Cemeteries comprise 628 acres. At Arlington there are  about 14 inte rments/inurnments a day; for fiscal year 1982, 3,575 interments/ inurnments are projected. Of this total, 2,975 will be inground burials and 600 will be the placement of cremated remains in niches in the Columbarium.
We are requesting $7,386,000 for fiscal year 1982. This reflects an increase in estimated obligations of $1,794,000 from fiscal year 1981. The increase is primarily for major construction projects.For operation and maintenance of Arlington as an active cemetery and  because it is this  Nation’s foremost memorial to our honored dead we are asking for $5,416,000 to cover three major areas. First, we ask for the direct hiring of personnel to perform 153 man-years of service; i.e., for inte rments/inurnmen ts and a portion of cemetery maintenance. Second, we require contracting with an outside firm for security functions and maintenance of cemetery grounds (these functions have been contracted since fiscal year 1978). Third, we request procurement of operating supplies, equipment, vehicles, and utilities.We are asking $322,000 for administration of the Army’s Cemetery Program. Administrative personnel monitor cemetery activities to assure adherence to the Master Plan for construction at Arlington and to enforce established policies and regulations. Budget development and execution are also a par t of the administ rative functions.
We request $1,648,000 to continue the Construction Program at Arlington Nation­al Cemetery. This will provide financing for three  projects:General repair of cemetery roads, Phase III;Design of a new warehouse facility; andLandscaping of the Columbarium area.In connection with construction projects, I am pleased to report tha t the contract  for rehabilitation of the Memorial Amphitheatre was recent ly awarded for consider­ably less than the original estimate  of $3,000,000. The actual contract price is $1,817,000 which results in an unobligated balance of $1,183,000, of which $250,000 was reprogramed to cover the cost of urgently  required repairs of cemetery roads. The Army Corps of Engineers attributes this favorable bid to real competitiveness among contractors during  this period of relatively low activity in the construction industry. With the Committee’s approval, the balance of $933,000 could be applied to our fiscal year 1982 projects, thereby reducing the 1982 construction request by this amount. Another option would be to apply these funds for designing of other programed projects, such as the Permanent Visitors Center and parking facility, an additional 5000-niche Columbarium, or to development of project 90.Mr. Chairman, this concludes my opening remarks. We will be glad to answer any questions.

AMPHITHEATER REHABILITATION

Mrs. Boggs. I notice in your sta tem ent  t ha t the  rehab ilita tion of the  Arlington Memorial Amphitheater began in 1980.What firm won the  contract?
Mr. SMiTH.William M. Schlosser Company, Inc.Mrs. Boggs. Where are  they from?Mr. Smith. Hyattsv ille, Maryland.Mrs. Boggs. Was there any change in the  scope of the  work?Mr. Smith. Yes. The original design included an elevator  going from the lower chapel through the trophy  room to the Hall of Heroes. The Commission of Fine Arts suggested that the elevator be located on the  arcade so as not to distu rb the aesthetic view across the trophy room. Secondly, Pres iden t Car ter dedicated a bronze plaque in honor of the men and women who served in Vietnam that  was placed on the west wall. The elevator  would have blocked the  view of the plaque which would have been of fur ther detriment to those men and women.Mrs. Boggs. Does that  plan meet all necessary specifications?Mr. Smith. Yes.
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Mrs. Boggs. The last  page of your sta tem ent  indicates tha t the  
contract price is $1,817,000. The e stimated amount of the work and 
the amount appropriated in fiscal yea r 1980 was $3,000,000. Your 
statement indicates  this resulted in an unobligated balance  of 
$1,183,000, of which $250,000 was reprogramm ed to cover the cost 
of urgently  required  repairs  of cemetery roads.

Can you elabo rate a little  bit for the  Committee on why you 
thin k the actua l contract price was so far below the estimate?

Colonel Smith. People a t the Corps of Engineers have this  as one 
of the ir projects, and as many as 13 contractors have done th is, bid 
lower tha n the  es timate. They feel it is because of the economy and 
the requirement for companies to make money. They are willing to 
take less money to have work. This is a pat tern  that  has been 
going on this season.

REPROGRAMMING

Mrs. Boggs. Are you familiar with language in the  Senate  Ap­
propriations Committee’s report concerning reprogramming of 
funds? If not, I will read it for you. Quoting now from page five of 
the Senate  Report, 96-258, on the  1980 HUD—Independent Agen­
cies appropriation bill: “The Committee directs that  the  Depart­
ment  of Housing and Urban Development and the Agencies funded 
through this  bill notify the Chairman of the HUD—Independent 
“Agencies Subcommittee prior to reprogramming funds in excess of 
$250,000 or 10 percent, whichever is less, between programs or 
activities.”

Did you notify the Senate Committee of this reprogramming 
action?

Mr. Pettis. No, we did not. This is not a true reprogramming. 
We did not go from one budget program to another. However, the 
$250,000 is within the  authorized reprogramming amount, and it is 
not more tha n 10 percent.

UNOBLIGATED BALANCE

Mrs. Boggs. The budget appendix and the  budget justifications 
indicate that  the unobligated balance in this account at the  end of 
fiscal year  1980 was $286,000, on page two of the justifica tions.

How do you reconcile that with the  s tatement on page thre e that 
there was an  unobligated balance of $1,183,000?

Colonel Smith. Mr. Pettis.
Mr. Pettis. At the time the budget was put together,  we did not 

know the price of th e contract. The award occurred afte r Septem­
ber 30. The figures in the budget for the unobligated balance 
represent the  condition of the  account as of the 30th of September. 
The contract was awarded afte r the end of the fiscal year.

Mrs. Boggs. This state men t also appea rs on page thre e of your 
prepared text: “With the Committee’s approval, the  balance of 
$933,000 could be applied to our fiscal year  1982 projects, thereby 
reducing the 1982 const ruction reques t by this amount.”

What is the exact status of both the  $933,000 and the  $250,000 
reprogrammed for repair  of cemete ry roads at this time?

Mr. Pettis. The $933,000 will appear as an unobligated balance. 
We will go back and deobligate the $933,000. The amount pro-
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grammed for roads is out for contract. This is an ongoing cont ract for road repairs .
Mrs. Boggs. What was OMB’s involvement in the  use of the 

$1,183,000 not required for the repair of the  Amphitheater? Did 
OMB ever propose using a portion of those funds for supp lemental pay costs?

Mr. Pettis. This was not known by OMB. Again, this  occurred 
afte r the OMB hearing. So, they were not aware  of i t at the  t ime of the ir review.

BUDGET REQUEST TO OMB

Mrs. Boggs. What were the  minimum, curr ent , and enhanced 
levels of the  Cemeterial Expenses—Army budget for 1982?

Colonel Smith. The minimum was $5,808,000. The basic, 
$7,954,000. The enhanced level, $8,741,000.

Mrs. Boggs. What was the construction reques t to OMB for 1982 
by the  Office of Memorial and Casual ty Affairs?

Mr. Smith. $2,098,000 was the  original construction budget sub­mitted to OMB.
Mrs. Boggs. Will you provide the  detai l for the  record and indi­cate the  projects  by priority?
Mr. Smith. Yes.
[The information follows:]
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The o ri g in a l co nstruction reques t to  OMB was $2,098,0 00 fo r  the  fo llo w in g  
p ro je cts :

1. Permanent V is it o rs  Center  and Parkin g F a c il it y  
(P re lim in ary  des ign and engineer ing in v e s ti g a ti o n ) $ 450

2. Repair o f Cemetery Road (c onstr uc tion) $1,,058

3. New Warehouse F a c il it ie s  (des ign) $ 270

4. Landscape Columbarium Area (c onstr uc tion) $ 320

Tota l $2,,098

Master  Plan Pro ject s in  P r io r it y  Order

1. Permanent V is it o rs  Center and Parking  F a c il it y

To replace a 12 -yea r-o ld  temporary v is it o r s  ce nter  and pa rking area which  is  
ina dequate,  poorly lo ca te d, and w il l re qu ire  co ns ider ab le  re pa ir  i f  no t 
re plac ed .

2.  Repa ir o f Cemetery Roads

To re bu ild  and re su rface , as necessary , due to  wear and te a r,  age and damage 
due to  exposure to  seasonal changes.

3. New Warehouse F a c il it y

To replace de te ri o ra te d , ina dequate,  and serv ic ab le  f a c i l i t ie s  thereb y 
impro ving the  working cond it io ns and e ff ic ie n c y  o f opera tio ns.

4. Landscape Columbarium Area

To landscape 14 acres  o f land  th a t w i l l  even tu a lly  encompass e ig h t 5,000 
nic he modules and one 10,000 nic he module fo r cremated rem ains. Th is work w i l l  
enhance the  aest hetic  e f fe c t,  and w i l l  reduce damage due to  s o il  ero sion.

5. Land Development P ro je ct  90

To develop the rem ain ing  40 acres o f land b ring in g 24,000 add it io na l 
gr ave si te s to  the cemetery. Work in cludes co nstruction  o f roa ds , pa vin g,  
cu rb in g, water d is tr ib u t io n  system, es tabl ish men t o f  t u r f ,  g ra ve si te  
monumentation, construct io n o f 1,500 fe e t o f boundary wall and fence;  and 
land sc ap ing.

6. Colunbarium -  5,000 Niche Uni t

The construction o f the  nor th  court  to  complete the  f i r s t  inc rem ent o f the 
Columbarium (10 ,00 0) niches  as planned,  and approved by the Commission o f Fine 
Arts and the Nat iona l Capita l Planning Commission

7.  Replacement o f the  West Boundary Wall

The removal o f a fo u r- fe e t h ig h, d e te ri o ra ti n g  redstone w all co ns tru cted  in  
the  1870*s; and construct in g 1.9 m ile  o f  new w all co nsis ting  o f a th re e -f ee t 
high  stone w all topped by a fi v e - fe e t high  iron  p ic ke t fence.
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Colonel Smith. OMB deleted our highest-level project and raised a lower-level project and funded it.
Our highest level is the visitors center , and OMB approved the design for a warehouse. So, we would still  be carrying the  design for the visitors center as our  fir st priority.

LANGUAGE CHANGES

Mrs. Boggs. I notice in the  budget justification on page seven that the only language changes you are proposing is the purchase  of two passenger motor vehicles for replacement only and  a  change in the appropria tion amount. However, looking on page I-Hl of the Budget Appendix to  the Pres iden t’s 1982 Budget, I notice two other changes which I presume you support. One of the changes is rath er minor: replacing “o f’ with “for.’1 The othe r change would strike the  following words “The Cemetery at the  Soldiers’ and Airmen’s Home and ” and replace tha t with “and Soldiers’ Home National Cemetery” .
Do you support those language changes?
Colonel Smith. Yes.
Mr. Pettis. Tha t is more semantics than anything else. It is called the Soldiers’ Home National Cemetery. However, it is lo­cated adjacent to the  Soldiers’ and Airmen’s Home. The name of the cemetery has never been changed.
Mrs. Boggs. In the past, the  appropriation for Cemeter ial Ex­penses—Army has been made availab le without fiscal year limi ta­tion. Although the re may be a good case made for this  in connec­tion with the  construction money, it does not appear to the Com­mittee  that  there is any need for the res t of the account to remain available past the  end of the fiscal year. This would be consistent with the action that  the Committee take s on most othe r accounts funded in the  bill. For example, the  American Battle Monuments  Commission, which appeared ear lier  today, receives an annual ap­propriation with the  exception of the  amounts  provided specifically for construction of memorials.
Would such a change to your appropriation account present you with any problems?
Colonel Smith. Mr. Pettis.
Mr. Pettis. Not really. I really  cannot give a rebu ttal  to tha t. It would not be devastating if we were forced to deal with a single­year  appropriat ion.
Mr. Costanzo. I operate within a one-year program in any event.Mr. Pettis. This has come up before.
Mr. Costanzo. I opera te on a yearly budget.
Mrs. Boggs. Turn  to page two of the  detailed budget justifica­tions. Explain the  footnote th at  appears at the bottom of the  page, which indicates that  $113,000 of the $286,000 remaining available and unobligated at  the end of fiscal yea r 1980 was directed by the Office of Management and Budget.
Exactly what does this mean?
Mr. P ettis. It means afte r we received the appropriation,  we got fur ther instructions from OMB that  $113,000 would not be obli­gated this  year.  I suppose it  is a form of deferral.
Mrs. Boggs. Was a formal deferral submitted?Mr. Pettis. Mr. Towell.
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Mr. To well. Yes. We received a change to our apport ionment 
schedule that  reduced available funds by $113,000.

Mrs. Boggs. When was this done?
Mr. Towell. I do not recall the date.
Mrs. Boggs. Could we have tha t supplied for the  record?
Mr. Towell. Yes.
[The information follows:]

To the  Congress o f the United States:
In accordance with  the  Impoundment Control Act of 1974, I herewi th report  two 

new deferra ls of budget authority  tota lling $166.4 million and  one revision to a 
previously transmi tte d deferra l increasing the  amount deferred by $20.6 million. 
These items af fect programs in the  Dep artm ents of Agricu lture, Defense, and  T ran s­
portat ion.

The deta ils of th e deferrals are  conta ined in the  a ttached reports .
J immy Carter.

The White House ,
Jun e 18, 1980.

CONTENTS OF SPECIAL MESSAGE
[In thousands of dollars]

Deferral No Hem 8udget
authority

D80-3 A.
D80 -71.
D8 0-72 .

Department of Agricu lture;  Forest Service; expenses, brush disposal . . . . . . . . . . . . . . . . . . . . . . . . .  52,703
Department of Defense— Civil  Cemeterial Expenses, Army Salaries and expenses. . . . . . . . . .  113

Total, deferrals

Department of Transportation; Urban Mass Transportation Administra tion; Urban Mass 166,245  
Transportation fund.

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  219,061

SU MMAR Y OF SPECIAL MESSAGES FOR FISCAL YEAR 1980
[In  thousands of dollars]

Rescissions Deferrals

Tenth special message:
New ite ms. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  166,358
Change to amounts previously submit ted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  20,643

Effec t of tenth  special message. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  187,001
Previous special messages. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,618,061  10,320,108

Total amount proposed in special messages. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,618,061 1 10,507,109

■This amount represents budget authority except for $2 1,08 5 thousand involving the deferral of outlays only (D 80- 23A , D80 -51A , D80 -52A , 
and D 80-5 3A ).

OBLIGATIONS

Mrs. Boggs. I notice on page two that you are estim ating  total  
obligations in fiscal year 1982 of $7,386,000, the same amount as 
the appropriation request. This would indicate  you intend to obli­
gate the ent ire appropriation , including  the $1,648,000 requested 
for construction.

How realistic is this?
Mr. Pettis. We would expect to come within 99 percent. We 

expect to have the  amount for construction fully obligated. The 
amount in the O&M classification would fluctuate due to hiring  
needs, et cetera.
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Mrs. Boggs. In the past you have not been able to obligate construction moneys always in the year in which appropria ted, but if we took you a t your word, we would provide the ent ire  appropri­ation request to be available only unt il the end of 1982. You would not w ant tha t, would you?
Mr. Pettis. No. We are forced to depend upon others. We are dependent upon designs being approved, engineers making esti­mates. Sometimes these things do not go according to our schedule because we cannot control them.
Mr. Smith. All designs must  be approved by the Commission on Fine Arts (CFA) and National Capital Plan ning  Commission (NCPC). If these Commissions do not agree on the design, the  two staffs will meet and a compromise is agreed upon. The design and construction schedule must now be revised.
Mrs. Boggs. That  has not been done yet?
Mr. Smith. No.
Mrs. Boggs. Turn  to page thre e under “construction” on line C, fiscal year 1981 obligations. There  appears an ent ry of $15,000.What exactly does this represent?
Mr. Smith. The $15,000 are  contingency funds for any small unforeseen construction that  may occur. A case in point was the new Columbarium which required deepening eight tree  pits an additional six feet to insure adequate drainage.
Mrs. Boggs. Mr. Green, any questions?
Mr. Green. No.

WAREHOUSE DESIGN

Mrs. Boggs. Turn to the construction justification  on page six. In 1982, you are  requesting $270,000 for a new warehouse facility design only. In 1981, you requested of OMB, which was denied, $126,000 for the design of the  new warehouse facility.
Is this the project which OMB designated as a high priority?Colonel Smith. If I unde rstand your question, you are asking: Is this the project I mentioned earlie r? Yes, it is. We have been carry ing this project for several years  and when it was submitted, it was approved.
Mrs. Boggs. Why has the  estimated cost of the  design of the warehouse facility more th an  doubled in one yea r’s time?
Mr. Smith. The design cost for the new warehouse facility in­creased because prelim inary design and final design were combined to be completed in one year  instead of two.
Colonel Smith. In one year, in th e long haul , it will probably cost less.

LANDSCAPE COLUMBARIUM AREA

Mrs. Boggs. You have also requested $320,000 for landscaping the 14 acre Columbarium area. The enti re area  will ultimately  contain  niches for 50,000 cremated remains. However, only a 5,000 niche unit  is currently  in place.
Why do you need to landscape the  en tire  14 acres when only one- ten th of the Columbarium is curren tly operating?
Mr. Smith. The Commissions want the site to look as though it is completed even though it is not. The arch itect designed the  site so
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it could be landscaped until  the other niches are put in. By land­
scaping now, this  will save money later on.

Mrs. Boggs. Turn  now to page nine, which contains  the  object 
classification. Although the forma t contained in 1982 is much 
better than in previous submissions, you still did not completely 
follow the  committee’s instructions. I refer you to page 130 of the 
1981 hearing volume where Mr. Traxler said, and I quote: “For 
future  justifications, the  staff will discuss setting up sepa rate  col­
umns for actual, original budget estim ate, and cur ren t estim ate for 
all schedules. This will assist us in following your justifications 
from year to year.” The schedule on page nine lacks an actua l 
column.

Colonel Smith. Mr. Towell, can you answer that?
Mr. Towell. When we came up before the  staff, the impression 

tha t we got wets tha t this was all they  wanted.
Colonel Smith. This was discussed with the  s taff members in this 

format?
Mr. Towell. T hat  is right.

APPROPRIATION DECREASES

Mrs. Boggs. There  have been many changes to the Cemeteria l 
Expenses—Army appropriations  in the past year. The $5,300,000 
figure reflected as the  total 1981 budget estimate does not reflect 
the Administra tion-direc ted reduction of $165,000 which occurred 
in March 1980, nor the reduction mandated by Congress in Section 
412 of Public Law 96-526, the HUD-Independent Agencies Appro­
priation Act.

For the record, please indicate the  two reductions, $165,000 and 
$103,000, by object class.

[The informat ion follows:]
Distr ibution by Object Class the  Admin istratio n Directed Reduction of $165,000 

and $103,000 reduc tion mandated by Sec tion 412, Publ ic Law 96-526.

Object class
Ad ministrat ion  Publ ic Law  9 6 -

reduct ion  526 reduction

11. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $88,000
12. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . :. . . . . . . . . . . . . . . . . . . . . . . . . . . .
21 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
22 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
23 .1. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
25 .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $114,000 . . . . . . . . . . . .
26 .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  22,000 . . . . . . . . . . . . . . . . .
31 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
32 .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  29,000 15,000

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  165,000 103,000

Mr. Pettis. While they are not reflected in the document we 
gave you, which represents the original, we did implement the 
reductions  for a total of $268,000.

PERSONNEL  BENE FITS

Mrs. Boggs. Personnel benefits increase  from $283,000 in the 
cur ren t 1981 estimate to $365,000 in  the 1982 request.



Why is this? The personnel benefits are  increasing even more 
than the  am ount  for personnel compensation.

Mr. Costanzo. There  is an $82,000 increase in 1982 because of 
back charges by the  Department of Labor for on-the-job injuries.  
Apparently  they have gone to a new computer system and are 
picking up cases which happened 10 years ago and backcharging us 
for the  cumulative accounts. We have already received the  billing 
for $82,000. That accounts for the  $82,000.

SUPPLEMENTAL FOR PAY INCREASE

Mrs. Boggs. In previous years it has been somewhat unusual  for 
the Cemeterial Expenses—Army account to request a separate sup­
plemental for pay increases. In 1981, however, the re is a reques t 
for $274,000 for supplementa l pay increases. It seems to the  Com­
mittee  t ha t the  supplemental pay increase may be merely a way of 
circumventing the  congressional reduct ion and the Administration 
reduction a lready applied to the 1981 budget.

How do you respond to that?
Mr. P ettis. We do not  agree with tha t. First , we have in the  past 

years  submi tted reques ts for pay raises. This request is not an 
attempt to circum vent the reductions. As you can see, the  1981 
appropriation is ra ther  low. There  would be a number of things 
that  we could not do if  we did not receive the  supplemental appro­
priation . The cemetery would suffer considerably in other areas.

Mr. Green. Please excuse me, I have to leave.

PERSONNEL SPACES

Mrs. Boggs. Thank you very much for being here. Mr. Green is a 
lovely new addit ion to our Committee.

Let us turn  to page 13, the detai l of perm anent positions. In 
fiscal year 1982, you reflect an increase  of two positions to a new 
total  of 152. Many agencies in the  government are  not even re­
maining  constant, but rather are losing positions. Yet you manage 
to gain an increase in 1982.

To what do you attr ibu te this? Why do you need two additional 
people in 1982? Has your workload changed at all?

Colonel Smith. The Columbarium opened and for every inu rn­
ment  or inte rme nt at  Arlington, we have a representative  who 
accompanies the  family. So, we have increased  the workload by 
thre e to four cases a day, average. Tha t accounts for one of the 
people. The other position is for a stonemason.

Mr. Costanzo. We need a stonemason for placing the  niche 
covers on the  niches in addition to other masonry work which is 
required  throughout the cemetery. But as indicated, it is p rimarily 
because of the  additional workload caused by the  opening of the new Columbarium.

Mrs. Boggs. It certa inly seems to have met an app arent need, as 
evidenced by the increased use of the cemetery.

Colonel Smith. There are people eligible for inurnm ent  who are 
not eligible for in-ground burial.

Mrs. Boggs. What are the requirements  t ha t are  different?
Colonel Smith. Well, in order to be buried, in-ground burial, you 

must  eith er have been on active duty  or reti red or hold the  purple
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heart, silver star , or higher awards, because of the  limita tion of 
ground at Arlington. Any honorably discharged vete ran is eligible 
for inurnm ent at the Columbarium.

EQUIPMENT

Mrs. Boggs. Provide for the  record a detailed breakout  of the 
$203,000 requested  in equipment in fiscal yea r 1982.

Mr. Costanzo. I have that  h ere if you would like to have it now. 
Mrs. Boggs. T hat  would be fine.
[The information follows:]

Fiscal Year 1982
Replacement of vehicles and trucks:

Sedan, 4 door, 5 pass eng er...................................
Sta tion  wagon, 9 pa ssen ger ..................................
Vfe-ton p ickup truc k..............................................
21/2-ton dump t ruck, 4 each at  $15,000...............

Replacem ent of in ter me nt equipment :
Tractor, diesel, 25 h.p. with  PTO .......................
Lowering device, 4 each at  $1,000......................
Grass sets, grave decorat ing, 6 each  a t $400 ....
Tra iler , 1 cu. yd., “Redi-dump” ..........................
Chapel ten t, 15 by 20, 3 each at  $1,500..............
Backhoe, 45 h.p .....................................................

Replacem ent of main tenence equipment :
Tractor , 35 h.p. with  f ront end load er ...............
Road s weepe r.................................................... ....

Addit ional office equipment: Word processing unit .

$6,000
7,000
6,000
60,00

12,000
4,000
2,400
1,200
4,500

25,000

15,000
35,000
24,900

Tot al ........................................................................................................ 203,000

CONSTRUCTION PROJECTS

Mrs. Boggs. The long-range construction of the Arlington Na­
tional Cemetery is nearly  completed. As indicated in the  justifica­
tions on page six, there has been $23,895,000 a ppropriated to date 
for the construct ion projects at Arlington.  Please provide, and this 
may be done for the record, the  timing and the  estimated costs of 
the remaining construction projects.

[The information follows:]
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HIR ING  FREEZE

Mrs. Boggs. The Administration has imposed an extensive freeze 
on personnel hiring. It has also announced an atte mpt to reduce 
travel and consulting costs in 1981.

How do these actions affect you?
What  savings will accrue due to this  action?
Colonel Smith. The biggest impact will be if the hiring freeze 

continues and we are  not able to h ire temporary  employees. During 
othe r freezes we have been able to hire  temporary employees, 
part icularly  for the summer work.

Mr. Costanzo. We would have to almost  repeat the  rema rks 
from ABMC which you heard from earlier. There would be a 
noticeable deterioration in the standard s of maintenance if we a re 
forced to eliminate our summer hires.

Mr. Pettis. We do not antic ipate  any savings because we are  
applying for an exemption to the freeze.

Colonel Smith. There are seven spaces vacant righ t now.
Mr. Costanzo. We are talking primarily  about 11 man-years.
Colonel Smith. We do very little travel at the cemetery and very 

little consulting.
Mr. Pettis. We do not foresee any real savings here. I think we 

have a pret ty good case for the savings. There have to be a mini­
mum number of people for the services performed.

Mrs. Boggs. The problem we are  all facing is that  that  is true 
across the board with the Government. But you c urrently  have on 
board a ll b ut seven positions?

Mr. Costanzo. Yes, all FTP spaces are  filled except seven. Re­
crui tment actions for FTP are pending in various stages on these 
seven.

[Clerk’s note: Subsequent to the  hear ing the Committee was 
advised that  the  seven positions are  curr ent ly filled with tempo­
rary  employees.]

Mrs. Boggs. Anything you would like to add?
Mr. Pettis. I would like to make one last comment. If we are 

denied or fail to get the  sum requested for pay raises, as indicated 
earlier, one of th e things  we would not be able to do is headstone 
realignment. We have many, many headstones that are  leaning 
and sinking. We did not have a cont ract in 1980 and we will not 
have one in 1981. There are other important things such as an 
irriga tion system for a certa in part of th e cemetery. Tha t will not 
be done, nor will major repa ir to one of the walls.

Mrs. Boggs. Are you saying you would have to use that  money 
for pay supplemental?

Mr. Pettis. T hat is right.
Mrs. Boggs. I do believe very s trongly  tha t we have to have pride 

in our national monuments and particularly, those dedicated to the 
heroic dead. Arlington is certa inly a premier example of tha t. I 
hope we would not cu t back to such an exte nt that  we would not be 
able to provide the support for proper maintenance. Anyone who 
has had even a  smal l garden plot recognizes th at you cannot let up 
in maintenance withou t losing a great deal of time, money, and 
many of your plantings.

I feel very strongly tha t we should continue this  feeling of na­
tional pride, by keeping up our monuments  properly. Thank you
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for trying  to do this as inexpensively as possible under the  circum­
stances. This Committee must also think about the living, and the  
problems inflation places upon all of us. I am sure you will keep 
that  in mind as you continue to keep up the cemetery.

Than k you very much.
[The justification follows:]
[The revised justif ication  begins on page 441.]
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Wednesday, February 4, 1981.
GENERAL SERVICES ADMINISTRATION 

CONSUMER INFORMATION CENTER

WITNESSES

DAVID F. PETERSON, DIRECTOR 
TERESA N. NASIF, DEPUTY DIRECTOR
WILLIAM B. EARLY, JR., DIRECTOR, OFFICE OF BUDGET, GSA

Mr. Sabo. Welcome. We are  very happy to have you back with 
us. Is t here any sta tme nt you would like to make?

Mr. Peterson. Yes; I have a short statement, if you have time.
Mr. Sabo. Certainly.

General Statement

Mr. P eterson. Mr. Chairman and members of the Subcommittee, 
tha nk you for the opportunity to appe ar here today to discuss the 
Consumer Information Center’s fiscal year  1982 budget request.

Every year, the  Federal  government spends billions of dollars in 
research, regulat ion, and the  purchase of products and services. As 
a result , Federa l agencies acquire  a vast amount of dat a that is 
potent ially valuable to consumers. For a fraction of these costs, this 
technical information can be t ransla ted  into consumer publications  
and made availab le to the public.

Since its inception, the Center has performed two major mis­
sions: to encourage Federal agencies to develop and release  this 
helpful information for consumers, and to increase  public aware­
ness of and access to this informat ion. The writ ten justif ication 
describes the  program activities designed to accomplish these mis­
sions. I would l ike to highl ight here  some Center accomplishments and our plans for fiscal year 1982:

One. During fiscal year  1980, consumers ordered a record 
number of 25,600,000 publications  from our distribution  cente r in 
Pueblo, Colorado. This represents  a significant growth from the 
2,000,000 ordered during  1972, th e first full year of operation.

Two. During 1980, the Center was involved in the development of 
75 new or revised Federal  consumer publications in areas such as 
health, nutrition, automobiles, money management , and energy conservation.

Three. The Cente r has worked closely with many of the  multi- 
million-circula tion magazines and periodicals to obtain their  a ssist­
ance in promoting Federal consumer  publications. Two o utstanding 
examples include the February 1980 Family Circle artic le and the  
August 1980 Good Housekeeping artic le publicizing the avai labili ty 
of selected free publications listed in the  Consumer Information 
Catalog. As a  resu lt of these  two promotions, consumers requested near ly 5,000,000 publications from the Center.
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Four. We are curr ent ly conducting our sixth  annual public serv­
ice campaign. Designed to introduce more consumers to the Cata­
log, the campaign includes the production  of public service mes­
sages for the print and the  broadcast media. We are hopeful tha t 
the current campaign will be as successful as the one conducted 
during fiscal year 1980. The success of the 1980 campaign is demon­
strated by the  following:

A. Sixteen out of th e top 20 magazines and periodicals having a 
circulation of more tha n 2,000,000 use the  Center’s p rin t ads. This 
includes TV  Guide, the  largest circulation magazine in the  United 
States, which donated  more space for Center public service cam­
paign adverti sements tha n for the  advertisem ents of any other 
Government public service campaign.

B. Media monitoring repor ts indicate  t ha t during 1980 the televi­
sion networks donated  free air time to the  Center valued at more 
than $3,600,000. This makes the Center one of the top recipients for 
network public service time. It should be noted that this figure 
would be significantly larger if it included the  hundreds of local 
television stations throughout the count ry which broadcast Center  
announcements  on a regular basis.

However, the  final measure of the  campaign’s success is the 
number of persons who requested the  Catalog. In fiscal year 1980, 
more tha n 660,000 consumers ordered Catalogs, primarily as a 
resu lt of the public service campaign. This is in contrast to the 
28,000 persons who requested Catalogs durin g a similar period 
before the  fir st campaign in 1975.

SURVEYS

As par t of our continuing effort to improve our program, the 
Center sends various questionnaires  to the  media, and to consum­
ers with publications they have requested. These questionnaires 
ask for an assessment of the publications  we distr ibute and of th e 
services we provide, and are filled out on a completely volun tary 
basis. We estim ate that  in fiscal year  1982, the total  amount of 
time it would take  all respondents to fill out these questionnaires 
would be 455 hours.

PLANS FOR FISCAL YEAR 1982

Established  more than  10 years ago, the  Center is dedicated to 
improving the quali ty and increasing the  availability  of Federal  
consumer information. During this period, the re has been a tre ­
mendous growth in the  public’s use of Center services. However, 
funding increases for the Center have fallen far  short of the rat e of 
inflation  in recen t years.

During the  past six years, annual appropriation increases have 
averaged approximately six percent, although the average rat e of 
inflation has been much higher. The Center’s efforts to maintain 
the same level of services are now stretched  to the  maximum 
degree, with the  resu lt tha t the requested 1982 funding level is 
essentia l to avoid a serious weakening of these  services. The re­
quested increase of $156,000 provides for no new positions or pro­
grams. It will, however, enable us to m aintain  the level of activities 
carried out in the cur ren t year. It will provide the minimum
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amount of funds required simply to offset cost increases  anticipated in contracts  for print ing and in o ther  program areas.Mr. Chairman, I strongly  believe that  Center programs provide an important service to the  public, and I hope you agree that this request for funding is worthy of favorable consideration. I would be pleased to answer any questions you or othe r members may have.

CUR REN T METHOD OF FU ND IN G

Mr. Sabo. Thank you, Mr. Peterson.
Last year, there was some discussion of problems with the cur ­ren t method of funding free consumer publications.Is CIC experiencing any problems now?
Mr. Peterson. Not particularly. As far as the  moneys that  were requested  of the agencies under the  formula  cons tituted early in 1978, we have received every thing  for fiscal year 1980, save for three agencies. In the  case of two of them, it is basically  a paper­work problem, and we have been assured by those agencies that once they get the ir paperwork straighte ned out, the  money will be forthcoming.
In the case of the third, the Commerce Departmen t, the re is a controversy as to how the bill for one segment, namely t he  N ation­al Bureau of Standards,  was calculated.  Tha t is s till up in the  air. But basically, the funds reques ted will be forthcoming.Mr. Sabo. Last year  the re was some problem with the  Depart ­men t of Agriculture. Does tha t still exist?
Mr. Peterson. To the  best of our knowledge it does not. In the previous fiscal year, through miscommunications or misunder­standing, to the best that  we can recon struct it, a limit or cap was congressionally mandated on the  amount of money that  the Agri­culture Departmen t could give specifically for publication distribu­tion.
Obviously, tha t had to be lived with. So we were forced to stop distribution of free Agriculture  publications  from the  1st of April throu gh the  end of fiscal year  1980. As a resul t, we could not fill some 4,000,000 requests for Agricul ture publications.

PROGRAM PRIORITY

Mr. Sabo. The Budget Appendix shows the  reimbursable  pro­gram increas ing from $4,653,000 in 1980 to $6,170,000 in 1981 to $7,245,000 in 1982. The two year increase of $2,592,000 between 1980 and 1982 is over 55 percent , or approx imately the  size of the  ent ire budget for the  Office of Consumer Affairs. There is really no central control point on the  cost of distr ibuting free publications. The cost is in the budgets of ne arly  two dozen agencies, and is not even shown in the CIC budget justification.
Would the  consumer be bet ter  served if the  cost of the free publication program were limited and additional resources were put into othe r activities like the  Office of Consumer Affairs or the Consumer Product Safety Commission?
Mr. Peterson. That  is a  very difficult question for me to answer and would not be coming from a total ly objective standpoint . Yes, the re have been significan t increases in the  amounts of publica-



tions that  agencies wan t us to distr ibute  and more importantly, a 
greater demand by the  public for these publications.

The formula worked out by OMB early  in 1978, which all the 
agencies are working under , did have in my estimation one very 
good and strong point which the previous system of requesting  
direct appropriations did not. Tha t is that the  agencies no longer 
got a free ride. Before, they could ju st give us all the  publications 
and somebody else’s budget would take  care of the  distribution 
costs. Today when Agencies give us publications,  they know they 
not only have to pay for the ir development, but also for the ir 
distribution  costs. This, I think, is a healthy  situat ion. Whether 
there can be a  bet ter formula, I am not sure. A lot of people have 
looked at it, including myself. While it is not a perfect system, I am 
not sure what  is a  be tter  system.

DISTRIBUTION COST OF FREE PUBLICATION S

Mr. Sabo. For the record, please provide a table  showing the 
distribution cost of free publications by agency for 1980, 1981, and 
1982. Also, provide for the  record a table indicat ing the  u nit  cost of 
distr ibut ing free publications in 1980, 1981, and 1982.

Mr. Peterson. I would be delighted to provide this information.
[The information follows:]
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Free Pu bli ca tio n Un it Cost*
1980 (actu al)—20.9$
1981 (estima ted )—20$
1982 (est imated)—21$
• Actual un it cost is derived  by d ividing the  tota l monies reimbursed to GPO du ring  th e fiscal 

yea r by th e t ota l num ber of free agency publ ications distr ibuted.

AD VE RT ISING CONTRACT

Mr. Sabo. Section 418 of the 1981 HUD—Independent Agencies 
Appropriation Act reduced adverti sing or public relations activities 
by 10 percent.

How have you defined “advertising  or public relations activi­
ties”?

Mr. Peterson. We defined that as specifically the  public service 
advert ising contract that  we le t each year. As such, we reduced by 
10-percent or $21,000, the amount that  was to be a llocated for t ha t 
contract

Mr. Sabo. The impact in dollars was $21,000?
Mr. P eterson. Yes, sir.
Mr. Sabo. What was done with the  funds cut from your adver tis­

ing or public relations  ac tivities  in 1981?
Mr. Peterson. Tha t was reprogrammed. It did not go into a 

specific area. It was used to offset some of the  cuts that  this  
Committee genera lly directed us to take.

Mr. Sabo. Are you reques ting restoration of those funds in 1982?
Mr. Peterson. We are  asking for $200,000, $15,000 less t han  we 

did last  year. We had to make some cutbacks  in the  scope of the 
public service campaign th at  we expected to have, and we are 
living with those cutbacks.

POSTAGE SA VING S

Mr. Sabo. On page eight is mention of savings of $473,000 and 
$500,000 in postage costs.

Explain  these savings to th e Subcommittee.
Mr. Peterson. Yes, this rela tes to the  Pueblo budget, the funds 

we get from oth er agencies.
We were dissatisfied with the  type of sampling th e Postal Service 

was using in calcula ting the postage fee for all the publications. We 
urged GPO to take  a look at this  since they  basically have the 
management responsibil ity but, frankly , we were not happy with 
the  speed with which they were looking a t it. To move the  project 
along, we put together a join t CIC-Postal Service-GPO working 
group. The group spen t two weeks in Pueblo going over the sam­
pling methods. The Postal Service finally agreed th at  we were 
being unfair ly charged, that the othe r agencies were being unfa irly 
charged, and we got a reimbursem ent of $473,000.

In the  process of that  project, we also realized that  if the outgo­
ing mail was charged at a different rate , the re would again be 
significant savings. Following up on tha t, we opened a dialog with 
the  Postal Service and got new rates  established. As a resul t we 
should realize savings of a half  million dollars every year.

I might say the  two gentlemen on my staf f who did the lion’s 
shar e of that  work received a Presidentia l Let ter of Commendation 
and also a cash gift.
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POSTAL RATES

Mr. Sabo. Is the  impact of th e change in your postal rate  such tha t we have to make it up with a different Federal subsidy?Mr. Peterson. Mr. Chairman, I am not an expert on rates . There was no subsidy involved since we were paying one rate  to cover all costs. The new rat e is the  third-class rate.  We had been charged the  fourth-class rate in the  past. Tha t is the  extent of my knowl­edge.
Mr. Early. The Government does not get a discounted rate  when it negotiates  mailing fees with the Postal Service. Congress only considers a subsidy for the  Postal Service if i t’s had a shortfa ll for the  enti re year. There  is no direct relat ionsh ip between the two actions.

MISCELLANEOUS INCREASE S
Mr. Sabo. On page 11, CIC is requesting a $15,000 increase in other miscellaneous areas.
What types of expenses are  you refe rring  to in the justifications?Mr. P eterson. I do not have that off the top of my head. We will supply it for the record.
Mr. Sabo. Fine. We will appreciate  it.

INCREA SE IN AVERAG E GRADES

Mr. Sabo. On page 13, th e average GS grade  increases from 10.88 in 1980 to 11.26 in 1981 to 11.42 in 1982. What  causes the  average grade to increase  by over one-half a grade?Mr. Peterson. No specific thing. Wha t we have been trying to do, and it is not totally reflected here, is to fill vacancies at the lowest possible grade level and allow people to move up the career ladder.
Our grade average this year  is not part icularly  higher than the grade level we had before 1980.
Mr. Early. The journeyman level is a grade 12 and because this is a small office minor changes of just  one employee going from a grade 9 to a grade 11, and one from a grade 11 to a grade 12 will increase  th e average grade level.

PART-TIME EMPL OYMENT
Mr. Sabo. Last year’s budget showed $12,000 in 1980 and $22,000 in 1981 for other tha n perm anen t positions. This yea r’s budget shows you spent  $35,000 in 1980 and plan to spend $33,000 in 1981 and 1982 for other than perm anen t positions.Why the increased emphasis  in other tha n perm anen t positions? Which activities did the increased funds come from?Mr. Peterson. Basically it represents trying to get very talented, bright people in graduate  school and college who have the time to give p art  of the ir day to us. We put them on project work, answer­ing consumer mail, of which we get some 20,000 inquiries  each year which cannot be answered at Pueblo.Mr. Sabo. You need graduate  students  to answer consumer mail?Mr. P eterson. Yes, sir. Many are getting the ir masters degree in consumer-related subjects. In some cases, they even get credit. We
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also use a graduate  student for the  coordination of the annual 
public service campaign.

CONSUMER INQUIRIES

Mr. Sabo. To what  degree are you answering  specific consumer 
questions r ath er than general  questions?

Mr. Peterson. Where possible, we do refer  it to the respective 
agency. As a ma tter of fact, the gre at bulk of mail is refer red to 
the agency which clearly has the authority . Problems which the 
Federal government has no authori ty over, we refer to tr ade  associ­
ations, or State or local consumer offices. Some questions frank ly 
are not refer rable  to anybody. These are  the  ones that  we try  to  do 
some research on, in order  to be responsive. It would be the  heigh t 
of arrogance to ignore the mail coming in. In many cases, these are 
people who do not know where to tu rn.

We certainly have one of the most visible addresses in the  con­
sumer area,  but  as I say, if we ignored inquiries it would help 
perpetuate the  atti tude most Americans have toward the insolence 
of Federal bureaucra ts.

SALARIES AND EMPLOYMENT

Mr. Sabo. What  salaries  do you pay?
Mr. P eterson. GS-4, 5, 7. I think a grad uate  student can get a 7.
Mr. Early. They are  getting  an annual compensation of about 

$10,000 a year for actua l hours worked.
Mr. Sabo. The Consumer Information Center is requesting a 

$44,000 supplemental appropriation  for increased pay costs. Is t ha t 
the total  amount required or is CIC absorbing par t of the increased 
costs?

Mr. Peterson. We are absorbing $4,000.
Mr. Sabo. The Consumer Information Center is author ized 19 

permanent positions and three other-than-permanent  positions. Is 
tha t correct?

Mr. Peterson. Yes, sir.
Mr. Sabo. How many are actual ly filled?
Mr. Peterson. There  are four people working part-time in other  

than perm anen t positions. As far as the  full-time positions, a ll are 
filled.

Mr. Sabo. So, the hiring l imitat ion has not affected you?
Mr. Peterson. It has not affected us so far. We have had very 

low turnover this  year and we were able to fill the  two positions 
that became vacant  in 1980.

Mr. Sabo. The Administration has announced a hiring  freeze and 
reductions  in trave l and consultant expenses.

How much would be saved in each category in 1981? For the 
hiring freeze, assume it is in effect all year.

Mr. Peterson. As fa r as travel, this  would mean a cut of approxi­
mately $2,100. As far as contracts, it would not mean anyth ing, 
because we do not have any contrac ts of t he type outlined  in the 
executive order.

Mr. Sabo. What about the hiring freeze?
Mr. Peterson. We are fully filled righ t now. If somebody leaves, 

that is where the  problem would come up.
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Mr. Sabo. I imagine you are encouraging your people to stay. Mr. Early. We are affected a little bit. There are less offers which would cause  the people to leave. So, the mobility is reduced significantly .
Mr. Sabo. What about promotions?
Mr. Peterson. I do not expect there will be many promotions  this  year , o ther th an career ladder  progressions.

CON SUM ER MATERIALS IN  OTHER LANGUAGES

Mr. Sabo. I noticed in your ju stifica tions that  you prepare mate­rials for Spanish-speaking Americans. Have you done anything with the  Asian refugees in terms of providing consumer inform a­tion for them in thei r native  language?
Mr. Peterson. No, sir, we have not. It is a resource problem. We have to establish our priorities. We have been basically  working over the  past couple of years  with a budget which involved jus t keeping up with inflation. There are  no moneys for eith er new slots or programs.
Mr. Sabo. Do you or does the  originating Agency t ran sla te con­sumer information into Spanish?
Mr. Peterson. It’s the  individual agencies that  develop and dis­tribute  Spanish publications. We publish and distr ibute a listing  of the ones we consider to be the  best. We do not take  an active role with the  Agencies in producing the  material. We just  look over the materia ls in existence and compile the listing. We give the address of t he originating Department for those who want  to acquire the mater ial.
Mr. Sabo. Are you aware of any Agencies who may be looking at the  option for our  Asian refugees?
Ms. Nasif. I believe the  Department of Hea lth and Human Serv­ices has produced some materials  in  Vietnamese.Mr. Sabo. Mr. Green.

QUALITY CONTROL

Mr. Green. In the end, wha t you do depends not only on the quantity, but  th eir  quality.
You indicated in screening Spanish publications  you do try  to evaluate the  potential benefit to consumers. What quali ty control do you maintain on the rest of your list?
Mr. Peterson. We have very close scrutiny. We have a review board of some of the  senior staf f people who meet every quarter to compile the  Consumer Information Catalog. They review the  list­ings of th e publications  we a lready stock in Pueblo as well as any new publications  being proposed for lis ting. We are pretty selective and have from time to time created problems with agencies that  feel very strongly  about the worthiness of a publication that  we’ve turn ed down.

CON SUM ER SURVEY S

Mr. Green. Do you use your consumer surveys in evaluatin g the  usefulness of the publications you provide?
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Mr. Peterson. Absolutely. We get many comments from the 
questionnaires  that we send out to our audiences as to whether 
they thought the  publications were worthwhile.

In our most recent questionnaire, which went to 1,500 people, 
over 95 percent of the people responding said the free materia l was 
actually up to what  they expected. They were pleased with it. As 
far as the  charged publications, 91 percent felt it was worth the 
price they paid.

CONGRESSIONAL DISTRIBUTION

Mr. Green. On page seven, you mentioned distribution to Mem­
bers of Congress, and on page 12, a t a cost of $42,000.

Are the  catalogs automatically sent  to every Member of Con­
gress, and if so, how many per Member and what  percentage of 
your total  ci rculation is that?

Mr. Peterson. No more tha n $1,000 of the $42,000 is used for 
catalogs going to Congress. There is a small charge of getting them 
into Washington from the print ing plan t and in turn  bringing 
them over to the  folding room. Over 95 percent  of that  amount 
involves the  cost of shipping the  catalogs from the prin ting  plan t 
out to  Pueblo, Colorado.

In answer to the  re st of your question, between 40 and 45 percent 
of the  catalogs are distributed to Members of Congress. We give 
each Member an opportun ity to get an allocation of up to 40,000 
catalogs. Many Members accept it at  that ; many Members trade  
around with othe r offices in order  to mail to the ir ent ire district.

The overall percentage  of catalogs that  we distribute to congres­
sional offices has gone down because we have found other areas 
with a h igher  re turn rate.

Mr. Green. Have you done any follow up on actual usage?
Mr. P eterson. Yes; we know the rate of response for every major 

distribution outlet t ha t we have.
Mr. Sabo. Has the response through the congressional offices 

been toward the  bottom?
Mr. P eterson. Yes. In the direct  mail industry,  unsolicited mail­

ings tradition ally  get the  lowest level of response. So, we get be­
tween two and three  pe rcent, which is a respectable rat e for unsoli ­
cited mail. However, we get a much bett er response rate  where 
consumers have to take some action to get the catalog.

FREE PUBLICATIONS

Mr. Green. Are there any agencies which, at the present time, 
limit the number of free publica tions?

Mr. Peterson. Yes, sir, mainly  because of the  cost factor. There 
are a number of Agencies t ha t have, and I would not be surprised 
to see th at  increased. This is counteracted  to a certain extent by 
the fact that  the  price of GPO sales publications has skyrocketed. 
So, a number of agencies are in a bind. The price in a sales 
publication might  be so high  that  the  public will not respond to it. 
On the othe r hand, agencies may not be able to afford the distribu­
tion costs if they offer i t free to the  public.

Mr. Sabo. T hank  you.
Mr. Coughlin.
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ST EP  IN CREAS ES

Mr. Coughlin. You indicated your step increases. Have you ever denied anyone a step increase?
Mr. P eterson. No, sir, I have not.
Mr. Coughlin. So each employee every year automatically gets a step increase  and a cost of living increase?
Mr. Peterson. That is the way i t has worked out. We have been 

very fortunate in the quality  of people we have. It is well above the  
average level of the Federal bureaucracy. There have only been a 
couple of occasions where it has crossed my mind to deny a step 
increase and it has tended to be in the clerical area.

Mr. Early. The step increase does not come annua lly. It is a 
progressive step; the longer in the grade, the less frequent.  Also, 
the step increase would not affect the  grade average; only promo­tions or new hires would.

Mr. Coughlin. Thank you, Mr. Chairman.
M IS CEL LA N EO US IN CR EA SE S

Mr. Peterson. This relates to the question of where the $15,000 
came from. There are two offsetting expenses to this. The increases 
were $7,000 for public opinion surveys; $4,000 for transpor tation; 
$1,000 for Spanish translat ion;  $9,000 for miscellaneous increases.

There  was also a $5,000 decrease for distribution  of Spanish publications, and a $1,000 decrease in press clippings.
Mr. Sabo. Thank  you. We will inser t the Justi ficat ion in the record a t this  point.
[The justification follows:]
[The revised justification  begins on page 446.JF8712

74-315 0 —81-----6
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2

CONSUMER INFORMATION CENTER

1981 A p p ro p r ia t io n
Two P e rc e n t R e duction  (P .L . 96 -5 26 ) 
Pay In c re a se  Supp le m enta l

$1 , 409 ,0 0 0  
-2 8 ,0 0 0  
+44 ,0 00

1981 A d ju s te d  T o ta l $1 ,4 25 ,0 00
Change +156 ,0 00

1982 E s tim a te $1 ,581 ,0 00

GENERAL STATEMENT

The Co nsum er In fo rm a ti o n  C e n te r is  re s p o n s ib le  f o r  e n co u ra g in g  th e  deve lo pm ent 
o f  r e le v a n t  and m e a n in g fu l co nsum er  in fo r m a t io n  fr om  th e  m a jo r Federa l dep a rt m en ts  
and  age nc ie s  as  a b y -p ro d u c t o f  th e  G overn m ent's  re s e a rc h ,  pro gra m , and  p ro cu re m en t 
a c t i v i t i e s .  In  a d d i t io n ,  th e  C e n te r pr om ote s g re a te r  p u b li c  aw aren es s o f  e x is t in g  
Federa l p u b li c a t io n s  th ro u g h  d i s t r ib u t i o n  o f  th e  q u a r te r ly  Consu mer In fo rm a ti o n  
C a ta lo g  and th ro u g h  v a r io u s  m ed ia s e rv ic e s .

APPROPRIATION LANGUAGE

For n e ce ssa ry  exp ens es  o f  th e  Co nsum er In fo rm a ti o n  C e n te r,  in c lu d in g  s e rv ic e s  
a u th o r iz e d  by  5 U .S .C . 3109 , [$1 ,4 09 ,0 00 ] $1 , 5 8 1 ,0 0 0 .

JUST IFICA TIO N

C e n te r F u n c ti o n s

The C e n te r was e s ta b li s h e d  w i th in  th e  G enera l S e rv ic e s  A d m in is t ra t io n  (GSA) 
by  E x e c u ti v e  O rd e r on O c to b e r 2 6 , 197 0,  and a ss ig ned  tw o p r im a ry  m is s io n s :
(1 )  To enco ura ge F edera l departm ents  and  a ge nc ie s  to  d eve lo p  and  re le a s e  p r a c t i c a l ,  
r e le v a n t  co ns um er  in fo rm a t io n  and  (2 )  t o  in c re a s e  p u b li c  aw aren es s o f  and  ac ce ss  
to  t h is  in fo r m a t io n .

In  p u r s u i t  o f  th ese  m is s io n s ,  th e  C e n te r  c a r r ie s  o u t th e  fo ll o w in g  a c t i v i t i e s :

1.  E s ta b li s h e s  and  m a in ta in s  c lo s e  l i a is o n  w i th  F ed e ra l dep a rt m en ts  and  
a g e n c ie s . Keeps a b re a s t o f  e x is t in g  and  p la nned  pr og ra m s th a t  c o u ld  g e n e ra te  
v a lu a b le  co ns um er  in fo r m a t io n .

2 . Rev iews F e d e ra l p u b li c a t io n s  f o r  t h e i r  p o t e n t ia l co ns um er  in t e r e s t .
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3. Undertakes surveys, both con tr ac tu a lly  and in-hou se , to  gauge consumers' 
cu rrent in fo rm at ion in te re s ts , to  assess the  usefuln ess o f ex is ti n g  consumer 
pub lica tions, and to  measure the effect iv eness  o f the  Cen te r's  programs.

4. Recommends p r io r it ie s  to  agencies in  de ve lop ing  and dissem inat ing 
consumer in fo rm ation. C r it e r ia  fo r  the  p r io r it ie s  includ e the  impa ct on fa m ily  
budgets , he al th  and sa fe ty  co nsider atio ns , and the  degree o f consumer in te re s t.

5. Coord ina tes  the  w ri ti n g  o f new consumer pub lic a tions and pre vents  
dup lic a tion  by encouraging co llabo ra ti ve  e ff o r ts  among Federal agencies.

6. Provides ma nuscrip t rev iew  and e d it o r ia l assistan ce  to  Federal  agencies in  the development o f consumer pub lica tions.

7. Pu blishes  the  quart e rl y  Consumer In fo rm at ion Catalog and d is tr ib u te s  
cop ies through Congress ional o ff ic e s , Federal  f a c i l i t ie s ,  ed uc ator s,  and non­
p r o f i t  o rg aniz a tions, and in  response to  in d iv id u a l reques ts.

8. Prepares an annual l i s t  o f Spanish consumer pub lic a tions and d is tr ib u te s  
q u an ti ti e s  upon reques t to  li b ra r ie s ,  Hispan ic le ad er s,  ed uc ators,  and or ga niza tio ns  
as a resource  to o l fo r  ass is ting  the  Spanish-spe aking community.

9. Public izes the  a v a il a b il it y  o f Federal consumer pamphlets throug h 
in fo rm at ion re lea ses to  the  p r in t and bro adcast media.

10. Works w ith the p r in t media to  develop sp ec ia l fe atu re s h ig h lig h ti n g  
Federal consumer pub lica tions.

11. Helps broadcas ters and w ri te rs  develop  consumer s to ri e s  by pu tt in g  them 
in  co nt ac t w ith  the  ap pr op ria te  Federal ex pe rt on a p a r ti c u la r  consumer to p ic .

12. Conducts an annual pub lic  se rv ice campaign through the  te le v is io n , 
ra d io , and p r in t media to  promote Federal consumer in fo rm ation.

13. Mo nitors  the a c ti v it ie s  o f the  Government P ri n ting  O ff ic e  (GPO) d is t r i ­
bu tio n f a c i l i t y  in  Pueblo, Colo rado (th e cen tra lized  d is tr ib u ti o n  po in t fo r  
Federal  consumer pub lic a tions) to  insu re  a tim e ly  response to  consumer reques ts 
fo r  pub lic a tions li s te d  in  the  Catalog and to  maintain adequate sto cks o f fre e pub lica tions .

14. Works w ith  non-Federal consumer o ff ic e s  and or ga niza tio ns  to  exchange 
in fo rm at io n on cur re nt  consumer in te re s ts  and needs and to  ob ta in  th e ir  as sis tance 
in  pro moting the  use o f Federal consumer in fo rm ation.
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Development o f Consumer In fo rm at ion

The Cen ter's  pr imary fu nction  is  to  work w ith  Federal  agencies to  develop 
tim e ly , p ra c ti ca l consumer in fo rm ation. Th is a c t iv it y  accounts fo r  more than 
50% o f to ta l s ta f f  tim e.  Cen ter  lia is o n  re pr es ent at ives maintain close workin g 
re la tionsh ip s w ith  program and in fo rm at ion s ta f f  members in  more than th i r t y  
Federal agencies. Through these ongoing co nta ct s,  Cen ter agency li a is o n  s ta f f  
members id e n ti fy  cu rr ent and planned programs th a t have the  po te n tia l fo r 
gene rating re leva nt  and he lp fu l consumer in fo rm ation. They suggest to p ic s fo r  
new public atio ns and recomnend re v is in g ex is ti n g  pub lica tion s . In a d d it io n , 
the  Center pro vides agencies w ith  manuscrip t review and e d it o r ia l assistan ce  in  
the  pr ep arat ion o f new or re vise d consumer pu b lica tion s .

The fo llo w in g  examples i l lu s t r a te  the  li a is o n  a c t iv it y :

1. Consumers are now ta kin g an in cre asin g ly  active ro le  in  the  maintenance 
o f th e ir  own he alth. During fi s c a l year 1980, the Cen ter has worked to  prov ide  
consumers w ith in fo rm at ion on sp e c if ic  he al th  to p ic s , in c lu d in g : Success ful 
Jogg ing , Ta lk ing to  Your Docto r About Diag no sis , Fac ing Surge ry: Why Not Get
a Second Opinion , and two public ations from the  NIH Medicine fo r the Layman series: 
Heart At tac ks  and Tre at ing Cancer.

2. Parents are trem endously concerned about the  development  o f th e ir  
ch ild re n . The Center has met th is  in te re s t by he lp ing in  the  prod uc tio n o f the 
Best o f Child re n 's  Books and by making widely ava ila b le  Chi ldre n and TV, a pare nt's  
guide to  c r i t ic a l  TV view ing.  The Center was also  inst ru men ta l in  the re v is io n o f 
the  Department o f Ed ucat ion 's guid e to  Studyin g and Teaching Opp or tu ni tie s Abroad 
and as sisted  in  the  promotion  o f an expanded pa rent ing gu ide.  Fo ots teps . Ma nuscrip t 
rev iew  was pro vided fo r  Ta lk ing to  Ch ild ren about Death and Fa mi lies in  S tress, 
which discusses de al ing w ith  ch ild  abuse.

3. Es ca la tin g housing cos ts have st im ulat ed  in te re s t in  the  she lte r are a. In 
response, the  Cen ter has prov ide d manuscrip t revie w, o ffere d re vis io n as sistan ce , 
and suggested for ma t changes to  assure wide st  use o f purchase , re nta l and 
en ergy -related  in fo rm at io n.  Move In w ith  a Graduated Payment Mor tgage, a re v is io n 
o f Wise Renta l P ra ctices , and Is  So lar  Mater  Heating Right  fo r  You? are among the  
HUD public atio ns released  in  fi s c a l year 1980. In a d d it io n , a ft e r  revie wing  the  
comprehensive HUD Neighborhood Sel f-H elp Sampler, a leng thy guide to  community 
improvement p ro je c ts , the  Cen ter suggested the  development o f a less expensive 
f ly e r  de sc rib ing the  resourc e. By orde rin g th is  free pub lica tion  through the 
Ca ta log , consumer and neighborhood groups can v e r if y  th a t the Sampler w i l l  meet 
th e ir  needs and HUD can maximize ap prop ria te  use o f the  more ex tens ive  pub lica tion .

4. The Center conducts an ongoing rev iew  o f a r ti c le s  fo r  the  FDA Consumer 
to  id e n ti fy  su bjec ts  w ith  broad consumer impact . The Center then encourages FDA 
to  make free re p ri n ts  o f these a r ti c le s  av a ila ble  through  the Ca ta log. More than
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a dozen public ations generated by th is  e f fo r t  cover po pu lar  to p ic s such as va liu m , sun bathing and sk in can cer, gene tic  co un se lin g,  he ar ing  a id s, glaucoma, and ca ffe in e  and pregnancy.

5. To he lp consumers cope w ith the  in cre asin g ly  t ig h t employment ou tlook, the  Cente r encouraged the Department  o f Labor to  in i t ia te  a pub lica tion  ex­
p la in in g  ap pren tic es hip programs. The Cen ter conmented ext ensiv e ly  on th is  
pub lica tion  and is  ac tin g as the  so le  d is tr ib u to r  o f two ot her  fr ee  pub lic a tions 
from  Labor th a t describe small busin ess/s elf -emp loy me nt programs: Ra ising  the  Money and Running Your Own Bu sin ess.

6. In  orde r to  ass is t consumers in  ac quir in g in fo rm at ion from Federal 
Government f i le s ,  the  Center coordina ted the  development o f a pub lic a tion  
exp la in in g the  Freedom o f In fo rm atio n and Priv ac y Acts.  Developed in  response 
to  consumer in q u ir ie s , the  pu b lica tion  give s basic , c le ar in fo rm at io n on how to  ob ta in  in fo rm atio n and pro te ct personal pr iv acy.

7. To fo s te r communication w ith consumer education  and in fo rm at io n o ff ic e rs  thr ough ou t Government and the  p ri va te  secto r,  the  Cen ter cont inu es  to  co ordina te  the  a c t iv it ie s  o f the  in te rage nc y group, "Consumer Educat ion and In fo rm at ion 
L ia is o n ".  The or ga ni za tio n l i s t s  many Federal program o ff ic e s  on it s  membership 
r o l l  as well as educa tors and lo ca l and volu nta ry  consumer lea de rs concerned w ith  s e tt in g  pr ofes sion al  standard s fo r  consumer m ate ria ls . It s  pr im ary purpose is  to  bring to get he r Federal  consumer communications and program sp e c ia li s ts  to  share so lu tions to  common problems.

8. The Cen ter has cont inu ed  a close workin g re la tionsh ip  w ith the Pre side nt 's  Sp ec ial  A ssi sta nt fo r Consumer A ff a ir s  and the  U.S. O ff ic e  o f Consumer A ff a ir s  by 
pr ovi d in g ma nuscrip t rev iew  and co ntin ui ng  to  serve as the  pr imary d is tr ib u ti o n  
source fo r s in g le  cop ies o f th re e v i t a l ly  impo rta nt  consumer pub lica tions . The Nat iona l Consumer Buying A le rt  is  a month ly l is t in g  o f good buys in  food , energy 
cons erva tio n sugg es tions , and aid s fo r  comparison shopping.  The Consumer Resource Handbook is  a comprehensive consumer compla int  guide th a t also  l is t s  s ta te , coun ty,  and lo ca l consumer o ff ic e s , as w ell as p ri va te  consumer or ganizatio ns.  People 
Power is  a p ra c ti ca l guid e to  or ga nizing  consumer groups and us ing  lo ca l resources to  cope w ith  food , ene rgy, hou sing,and he al th  needs made more seve re by in f la t io n .

9. The Center worked c lo se ly  w ith  the  Department o f In te r io r  to  re vise  and w id el y promote two pu blic ations on su bjec ts  where there has been widespread consumer fraud. The U.S. Government O il and Gas L o tt e ry : Important New Fac ts and Can I Re all y Get Free or  Cheap Pub lic  Land? were re vis ed  to  he lp consumers p ro te c t themselves
from the  two deceptive  pra ct ices  most frequently  repo rte d to  the  Department o f In te r io r .

The preced ing  pub lic a tions are re pr es ent at ive o f in fo rm at ion re su lt in g  from the  Cen te r's  ongoing agency li a is o n  program. I t  is  an tic ip a te d  th a t the Center w i l l  
encourage and ass is t in  the  development o f an est imate d 70 pub lic a tions th a t w il l become ava ila b le  du rin g fi s c a l ye ar  1981.

In summary, the agency li a is o n  program is  the  basis  fo r  a l l  Center 
a c t iv it ie s .  Every a c t iv it y  to  be discussed under subsequent headings revo lve s around th is  impo rta nt  fu nction and is  dependent upon i t s  success.
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Determ ining the  In te re sts  o f Consumers

To ass is t agencies concen tra te th e ir  resources on the most he lp fu l pub lic ations 
the Center makes eve ry e f fo r t  to  determine the cu rr ent and sp e c if ic  in te re s ts  and 
needs o f consumers. These e ff o r ts  are or ie nte d around th re e main consumer survey  
techniques:

1. Audience Survey. Once each quarte r,  qu es tio nn ai re s are enc losed w ith 
1,500 randomly se lected  ou tgo ing  orde rs . They are designed to  e l i c i t  advice and 
sugges tions fo r  new public ations and to  determ ine those th a t would appeal to  a 
broad segment o f the  po pu la tio n.  The qu es tio nn ai re s a ls o ask about the  Cen te r's  
serv ic e , e .g .,  i f  the  consumer was s a ti s fi e d  w ith  the  p u b lica tion s , how long i t  
took to  rece ive the  ord er,  and what the Center can do to  improve the se rv ic e .
This method enables the  Cen ter to  assess consumers ' curr ent in fo rm at ion needs and 
th e ir  re ac tio n to  and s a ti s fa c ti o n  w ith the  se rv ic e.

2. P ublic ation Eva luat ion Survey. Designed to  ass is t agencies in  impro ving 
in d iv id ua l pu b li ca ti o n s , these qu es tio nn aires are espec ia lly  ta il o re d  to  agency 
needs and are enclosed  w ith  1,500 randomly se lected  or de rs  fo r  a bo ok le t. Consumer 
comments on de sign , gr ap hi cs , us efulne ss , and othe r as pe cts,  are co lla te d  by the  
Center and pre sen ted  to  the  ap prop ria te  agency w ith  recommendations fo r  re v is io n .

3. Sales Sample. Every th ree months, a random sample o f 1,000 pub lica tion  
requests is  ana lyzed to  as ce rta in  the  re la ti v e  popu la ri ty  o f the  items li s te d  in  
the Ca talog. Results  o f these surveys are used to  determ ine which public ations 
w i l l  be li s te d  in  the next quarte rl y  Catalog . These surveys  als o re fl e c t tre nds 
in  consumer in te re s t in  broad su bjec t areas.

4. Topic  Tes tin g.  Na tiona l consumer surveys  o f a re pr es ent at ive sample o f 
the  po pu la tio n are  conducted tw ice a ye ar  to  measure the  degree o f consumer 
in te re s t in  proposed new consumer pub lica tions. The sample ins ures  the  absence 
o f audience biases th a t might be re flec te d  in  the  f i r s t  three survey tec hn iqu es . 
Survey re su lts  are repo rte d by age, sex, geograph ica l lo ca tio n , income, and 
educa tion o f the  responden ts. A summary o f re su lts  showing the demographics o f 
Cata log users all ow s a comparison w ith  in fo rm at ion ob tained in  the  Audience 
Survey. Topic te s tin g  is  a va lua ble  to o l fo r  agencies to  use in  de termining  
pub lic a tion  p r io r it ie s  so the y can use th e ir  lim it e d  resources  most e ff e c ti v e ly . 
Using these re s u lt s , the  Cen ter has convinced agencies to  develop public ations
to  meet s p e c if ic  consumer in te re s ts . Converse ly,  the  Cen ter has used ne ga tive 
survey re su lts  to  dissuade development o f pub lic a tions on to p ics o f l i t t l e  pub lic  
in te re s t.

Consumers also  d ir e c tl y  t e l l  the  Center th e ir  cu rr ent in te re s ts  and needs. 
Ap prox imate ly 20,000 consumers co ntac t the Center each year,  ask ing assistan ce  
in  so lv in g consumer problems , making purchases , us ing  pr od uc ts , or  bud geting 
th e ir  money. When an e x is ti n g  pub lic a tion  answers the  qu es tio n,  i t  is  ma iled to 
the consumer. Other in q u ir ie s  are d irect ed to  the  ap pr op ria te  Federal agency fo r 
response.  The su bjec ts  re gu la rl y  forwarded fo r  more in fo rm at ion give  an ex tra 
in s ig h t in to  consumers' cu rr ent concerns and issues and may in d ic a te  the  need fo r 
new consumer pub lica tions.
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In ad di tio n,  Center s ta ff  members ta lk  fre qu en tly  wi th consumer leaders across the coun try to  id en ti fy  and tra ck more loca lized  consumer complaint trends. Many independent consumer organizations, as we ll as st ate , county, and c it y  consumer o ff ic es , handle consumer problems and rank them accord ing to  the number o f compla ints received.  This info rmation  assis ts the Center in  obtaining a cle ar  p ic tu re  of  consumers' current problem areas where ad di tio na l info rmation might be he lp fu l.For example, because many problems cu rrently  handled by loc al  consumer agencies could be se tt led in small claims co ur ts, the Center worked act ive ly  wi th  the Depart­ment of  Just ice  to  develop The Consumer's Guide to  Small Claims Courts. This pu bl ica tio n covers small claims courts on a state-by -s ta te  basis , thus el im inat ing the need fo r many individu al  du pl icat ive state and county pu bl ica tio ns .
Dissemination of  Consumer Info rmation

The quarterly  Consumer Info rmation  Catalog is  the primary tool  fo r increasing pu bl ic awareness of  Federal consumer inform at ion . I t  is  a 16-page de sc rip tive li s ti n g  of  more than 200 selected Federal pu bl ica tio ns  of consumer in te re st.  Approximately 90% of  the publi ca tions  are fre e or  cost less than two dolla rs  and a ll  are av ai lable through the Center-monitored d is tr ib u ti on  fa c il it y  in  Pueblo, Colorado.

During fi sca l year 1981, approximately 21 m il lio n  Catalogs w il l be dis tr ib ute d through a variety  of  channels and in response to indi vidu al  requests generated by the media. The d is tr ib u ti on  channels inc lude Members of  Congress; elementary through graduate school educators ; li b ra ri e s ; loca l and nat ional consumer org an i­za tions ; non-p ro fi t organization s wi th  ac tiv e consumer programs such as cre d it  unions, pro fessiona l associatio ns and lab or  unions; and Federal fa c il it ie s  with heavy v is it o r  t r a f f ic .  For example, as an outgrowth of  the Center’ s agency lia ison e ffo rt s  wi th  the In te rnal  Revenue Service, three regional IRS d is tr ib u tion  centers w il l be sending a hal f-page fl y e r  descr ibin g the Catalog wi th a ll  supplementary forms and pu bl ica tio ns  requested by taxpayers . These flye rs  w il l reach a broad cross-section o f consumers when they are d ir ec tl y  concerned wi th carefu l money management. I f  successfu l, th is  reg ional te st w il l be expanded in to  a nationwide promotion e ff o rt .

The Center promotes Federal consumer info rmation  to  the Spanish-speaking by publish ing  an annual li s ti n g  of  approximately 100 o f the best Federal pu bl ica tio ns  in Spanish. The Spanish l is t  is  d is tr ib ute d to  indi vidu als and organizations that  work d ir e c tl y  wi th the Hispanic community. These community leaders and groups help the Center provide consumer inform ation to  a segment o f the populat ion th at  normally does not tu rn  to  the Government fo r w ri tten inform ation .

During fisca l year  1980, consumers requested a record-break ing 25.6 m il lio n  pu bl icat ions . This represents a dramatic increase over the two m ill io n  ordered in fi s ca l year 1972, the Cen ter's f i r s t  fu ll  year  of ope ration. In another s ig n if ic an t area of  measurement, d is tr ib u tion  of  GPO sales documents through the Center returned more than 1.7 m ill io n  do lla rs  to the U.S. Treasury , an amount gre ate r than the d irec t appro priation request fo r  the Center.
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Funding the  D is tr ib u ti o n  o f Free Pub lic ations

The p a rt ic ip a ti n g  agencies pay pro po rt iona te  shares o f the  costs  o f 
d is tr ib u ti n g  free public ations throug h the  Cente r. (Costs fo r  d is tr ib u ti n g  
sales  public ations are funded by the  Government P ri n ting  O ff ic e .)  Each agency's 
share is  based on it s  percentage o f to ta l free public ations d is tr ib u te d  du rin g 
the  most rece nt  fo ur qu ar te rs  fo r  which s ta t is t ic s  are ava ilab le . A ll  a ff ect ed 
agencies were info rmed in  May 1980 o f th e ir  costs  fo r  fi s c a l ye ar  1982. The 
pr ojec ted costs  cove r warehousing o f free pub lica tions, inve nto ry  management, 
or de r proc es sing , the  cos ts fo r  m ailing bu lk quan ti ti es  o f the  Catalog , and 
pos tage .

The Center works c lo se ly  w ith  the  Government P rin ting  O ff ic e  to  keep the 
costs  to  agencies as low as po ss ib le . During  fi s c a l year  1980, a jo in t  p ro je c t,  
in it ia te d  a t the  Ce nter 's urg in g, re sulted in  a ne t sav ings o f $473,000 in  
postage co sts.  In ad dit io n a new postage ra te  was au thor ize d fo r  Cen ter m ai lin gs  
th a t should produce an annual sav ings o f $500,000.

Media Program

The Cen te r's  media program de liv e rs  consumer in fo rm at ion and education  to  
m il li o n s  o f consumers who re ly  p r im a ri ly  on te le v is io n , ra d io ,o r magazines and 
newspapers fo r  in fo rm at ion.  Through i t s  ma jor  a c t iv it ie s ,  the  media program 
gives fa cts  about to pics ran ging from  buy ing a ca r to  fi x in g  up a house, giv es  
consumer warnings about p o te n ti a ll y  hazardous pr od uc ts , s o li c it s  consumer 
comments on upcoming Government ru le s , and le ts  the American public  know where 
to  ge t Federal  consumer public ations ava ila b le  through  the  Consumer In fo rm at ion 
Cente r. A ll  o f the  space and tim e co ntr ib ute d by the va rio us  media to  the 
Cen ter's  in fo rm at ion is  pro vided fr ee  as a pub lic  se rv ice. The Cen ter achieves 
a s ig n if ic a n t m u lt ip li e r  e ff e c t by us ing  nominal produc tion costs  to  ob ta in  
l i t e r a l l y  m il li o n s  o f do lla rs  worth  o f free time and space fo r Federal  consumer 
in fo rm at ion.

The media program has fo ur ba sic  a c t iv it ie s :

1. New fo r  Consumers--  is  a tw ice weekly consumer in fo rm at ion re lea se th a t 
is  sent to  ove r 7,000 English and Spanish magazine and newspaper w ri te rs  and 
e d it o rs , as w ell as consumer lead er s,  ed uc ators,  and community groups . Each o f 
the  New fo r  Consumers rele ases is  given free space by hundreds o f newspapers across 
the  co un try  and can re su lt  in  10,000 to  20,000 consumer ord ers  fo r  a p a r ti c u la r  
pub lica tion .

In add it io n to  th is  ongoing program, the Center works to  promote sp ec ia l 
fe atu re  a r ti c le s  and ment ions in  newspapers and magazines re su lt in g  in  thousands 
o f add it io na l req uests  fo r  in fo rm ation. For example, in  August, 1980, Good House­
keeping magazine featured  an a r t ic le  e n ti tl e d : 25 Great Government Books (A ll  Free)
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The a r t ic le  drew reques ts fo r  more than 600,000 pub lic a tions. Parade maqaz ine. 
w ith  a c ir c u la ti o n  o f well over  20 m il li o n , of te n h ig h lig h ts  in d iv id ua l p u b li ­
ca tio ns  in  i t s  " In te ll ig e n ce  Re port"  section. For example, in  1980, Parade 
ment ioned e ig h t pamphle ts, in c lu d in g : Federal  In fo rm at ion Cen ters , Consumer's 
Resource Handbook, Job Ser vi ce , and Alcoho l and B ir th  Defec ts , fio re than 
214,000 consumers responded to  the  a r ti c le s  in  Parade'

In January 1980, the  Center worked w ith Fam ily C ir c le  magazine to  produce the 
most successfu l in fo rm at ion piece pu bli shed  in  the  h is to ry  o f the  Cente r. The 
a r t ic le ,  e n ti tl e d  50 Great Fre ebies From Uncle  Sam, genera ted a record number 
o f req uests  fo r  more than 4.2  m il li o n  pub lica tions.

In 1980, the  Consumer In fo rm at ion Cen ter worked c lo se ly  w ith the  U.S. O ff ic e  
o f Consumer A ff a ir s  on three in fo rm at ion programs: the  Dear Consumer column 
from the Pre sident's  Special Assis ta nt fo r  Consumer A ff a ir s  d is tr ib u te d  weekly 
to  media on our New fo r  Consumers l i s t ;  the  Na tiona l Consumer Buying A le rt  
d is tr ib u te d  month ly to  the same l i s t ;  and the prom otion o f Nat iona l Consumer 
Educa tion  Week du rin g the  week o f October 5 , 1980.

2. Federal Consumer Focus ra dio and te le v is io n  sc ri p ts -- a re  sen t month ly 
to  more than 5,500 En gli sh  and Spanish broadcas ters who have requested the  se rv ice. 
The 24 sc ri p ts  each month are w ri tt e n  in  va ry ing len gths  and give  key in fo rm at ion 
from pub lic a tions li s te d  in  the  Catalog . They als o fe atu re  consumer news items 
from Federal agencies. Consumers who depend on ra dio and te le v is io n  fo r  in fo rm at ion 
are the reb y ab le to  keep ab reas t o f im po rta nt  consumer issues and warnings.
Al though i t  is  d i f f i c u l t  to  measure li s te n e r  response to  Federal  Consumer Focus 
s c r ip ts , a re ce nt  survey o f broadcas ters conducted in  December 1980 showed th a t 
the  ra dio  s c ri p ts  a ire d na tionw ide  more than 400 hours a week, and the te le v is io n  
s c ri p ts  were used more than 20 hours a week.

3- Media Hotl in e - -  Although no t to l l - f r e e ,  th is  se rv ice gives broadcasters 
and w ri te rs  throughout  the co un try  a co nt ac t in  the  Federal bureau cracy fo r  s to ri es  
on consumer to p ic s . The Cen te r's  media s ta f f  aid s ca lle rs  in  lo ca ting  ap pr op ria te  
agency expe rts  o r public  a ff a ir s  s p e c ia li s ts  from va rio us  Government o ff ic e s .

4.  Pub lic  Servic e Campaign — Each ye ar  the  Cen ter conducts a campaign to  
in trod uc e more consumers to  the  Catalog . Public  se rv ice messages are produced 
fo r newspapers and magazines and ra dio and te le v is io n  s ta tions and are d is tr ib u te d  
to  a l l  d a il y  and week ly newspapers; ma jor  magazines; com mercia l, educational,  and 
cable  te le v is io n  s ta tio ns ; ra dio s ta ti o n s ; and the  te le v is io n  and ra dio  ne twork s.

During 1980, many consumer magazines have donated free space to  the  p r in t ads 
on a na tional or region al  ba sis.  During fi s c a l year  1980, TV Gu ide, which reaches 20 m il li o n  households,  used a fu ll -p a g e  Cen ter pub lic  se rv ice on a na tio na l and 
semina tiona l basi s, w ith  an es tim ated  va lue  o f more than $120,000. Th is was the  
la rg est donation th a t TV Guide made to  a Government pub lic  se rv ice campaign. A lso,  
lo ca l ed it io ns  o f the magazine donated space to  the  Cen ter throug hout  the  ye ar  
worth  many add it io na l thousands o f d o ll a rs . Oth er magazines which have used the  ad incl ude:
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American Ed ucation , A t la n t ic , Better Homes and Gardens, Business Week, 
Cosmopoli tan, Esq uire , Fo rtu ne , Har pe r's , House and Garden, House B e a u ti fu l,
Ladie s' Home Journ a l, M cC all' s , Money, Newsweek, New Yor k, The New Yorke r,
Playboy, Psychology Today, Reader 's D iges t, Redbook, Saturday  Review,
S c ie n ti fi c  American, Seventeen, Sports I ll u s t r a te d , Sunset, Time, U.S. News 
and World Re po rt, Working Woman, and Woman's Day.

A ll  th ree te le v is io n  networks broadcast the  Cen te r's  pub lic  se rv ice announce­
ments on a d a il y  ba sis  du rin g daytime , n ig h tt im e, and even pr ime- tim e s lo ts . As 
an example o f th is  su ppo rt , in  1980, CBS-TV donated over $1,650,000  o f a i r  time 
to  the Cen te r's  p u b lic  serv ice announcements. A ltoge th er du rin g 1980, the  th ree 
te le v is io n  netw orks  donated a ir  time to  the  Center which was valued a t ne ar ly  
$4,0 00,000 . Al though a f f il ia te d  sta tions are no t re qu ire d to  broadcast the  
network announcements, the  to ta l is  in d ic a ti ve  o f the  media program's  cost - 
effect iv eness.

In addit io n to  network br oa dc as ts, hundreds o f lo ca l te le v is io n  sta tions and 
thousands o f lo ca l ra dio s ta tions giv e free a ir  tim e to  the  Cente r.

For example, in  November 1980,  which was an espec ia lly  co m pe tit ive time because 
o f the  Un ited Way Campaign, p o li t ic a l programming, and pre -h o lid ay ad ve rtise men ts, 
the Center rece ive d a ir  tim e w ith  an es tim ate d va lue  o f more than $260,000 in  the 
top 75 te le v is io n  markets across the na tio n.  Th is does no t includ e the  more than 
460 commercia l s ta tions in  sm al le r ma rke ts,  the  267 ed uc at iona l s ta ti o n s , nor the 
more than  2900 cable  s ta ti o n s . The success o f the  campaign is  dependent upon 
network and lo cal a ir in g  o f the  public  se rv ice announcements. But the  fi n a l 
measure o f success is  the  number o f consumers who w ri te  fo r  the Ca ta log. In fi s c a l 
ye ar  1980, more than 660,000 consumers ordered Catalogs p ri m a ri ly  as a re s u lt  o f 
the  public  se rv ice campaign. Th is is  qu ite  a con trast to  a s im il a r pe rio d be fore 
the  f i r s t  campaign in  1975, when on ly 28,000 consumers ordere d Ca ta logs .

The 1980 public  se rv ice campaign was als o honored w ith seve ra l awards. The Cen ter 
rec eived the  Golden Reel Award fo r  i t s  60-second te le v is io n  sp ot ; two Addy Awards 
fo r  the  ove ra ll campaign and the 60-second te le v is io n  spot;  and the  Thoth Award 
fo r i t s  60-second te le v is io n  sp ot . The "Lo com otive"  te le v is io n  spo t also  rece ive d 
mention in  A dvert is in g Age's  "10 0-B est " co m pe tit ion.

Plans fo r  Fi sc al  Year 1982

Es tab lishe d more than  ten years  ago, the  Center is  de dic ated  to  imp rov ing  the 
q u a li ty  and increa sing  the  a v a il a b il it y  o f Fed era l consumer in fo rm ation. The 
sp e c if ic  programs discussed here includ e measurements o f the  Cen te r's  success, 
such as:  Consumer survey  re s u lt s , the  depth and v a ri e ty  o f in fo rm ation, the 
growth o f free media covera ge, and a th ir te e n -fo ld  increa se  in  the  number o f 
requested pu b lica tion s  over  the ye ars.  Th is  in dic a te s growing consumer confidence 
in  the  Cen te r's  a b il i t y  to  co ordina te  and d is tr ib u te  Federa l consumer in fo rm at ion 
to  the  pu b lic .

Bu t, although m il li o n s  o f people have come to  re ly  on the Center fo r  consumer 
in fo rm ation, i t s  le ve l o f fund ing  has fa il e d  to  keep pace w ith  in f la t io n .  During 
the pa st  s ix  years , annual appr op ria tio n inc reases  have averaged approx imate ly 
s ix  pe rc en t,  altho ugh the  average ra te  o f in f la t io n  has been much hi gh er . During
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th is  period, program refinements have fo r the most pa rt o ffse t the dec line  in 
the purchasing power o f funds appropria ted to  the Center . However, the requested 
funding lev el  fo r fi sca l yea r 1982 is  essential to  avoid a serious weakening of 
program a c ti v it ie s  directed  at consumers.

The requested lev el w il l enable the Center to  cont inue to  e ffec ti ve ly  share Federal 
consumer info rmation wi th  the pu bl ic.  Every year , the Federal Government spends 
b il li o n s  of  dol la rs  in research, regu la tio n,  and the purchase of  products and 
services . As a re su lt , Federal agencies acqu ire a vast amount of  data that  is  
pote ntia lly  valuable to consumers. For an extremely  small fract io n of  these costs , 
th is  tec hnica l info rmation can be trans lated  in to  consumer publi ca tions  and made 
availab le to  the pu bl ic . Since th is  inform ation  is  gathered at  taxpayers' expense, 
the Government has an ob lig at ion to share i t  with  taxpayers in a form they can 
use to  improve th e ir  qua lit y  of  li f e .  This is  the major th ru st  o f the Cen ter's 
programs.

Over the past several years , there has been pronounced pu bl ic sentiment fo r fewer 
Federal programs. At the same time, posi tiv e consumer rea ction  to the Center's  
programs has grown. Results  from qu ar te rly  audience surveys show that  we ll over 
90 percen t o f respondents express sa tis fa ction with  the serv ices  provided by the 
Center; and they indica te  a des ire fo r more Federal pu bl ica tions  in the fu tu re .

I t  should be noted that  no funds are requested fo r new programs or ad di tiona l 
personnel in fi s ca l year 1982. The requested increase of  $156,000 w il l enable 
the Center to  cont inue programs at  the cu rre nt  le ve l. S pec if ic a lly , the to ta l 
increase is  comprised of the fo llo wing:

1. $59,000 to  cover a pro jected increase of nearl y 14 percent in prin ting  
costs , prim ari ly  fo r the Cata log. This is  approxim ately the same percentage in ­
crease as in each o f the la st two years fo r the  Catalog contract .

2. $28,000 fo r employee sa laries and be ne fit s.  This amount is  required to 
provide fo r employee progressions in career ladders,  fo r step increases,  and fo r 
increased costs o f employee be ne fits.

3. $24,000 to  cover the increased costs of the pu bl ic service campaign.
This is  an increase of  approximately 14 percent to  cont inue the scope of  the 
campaign at the cu rre nt  le ve l.  I t  is  considerably  less  than the 20 percent 
in fl a ti o n  rate faced by the ad ve rtisin g indu stry  as a whole.

4. $18,000 fo r updating the Cen ter's computerized ma ilin g li s ts .  The update, 
which is  necessary every oth er year,  is  a cos t-savings a c ti v it y  designed to eliminate 
unnecessary mail ing s.

5. $7,000 fo r increases in the costs  of re nt,  u t i l i t ie s ,  and supp lies.

6. $5,000 fo r increases in trav el  cos ts.  No change is  planned in the 
scope o f trav el compared to  fisca l year  1981.

7. $15,000 fo r increases in other miscellaneous areas
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EXPLANATION OF DISTRIBU TIO N BY OBJECTS

11 Pe rs onne l Com pe ns at ion and  S t a f f in g  -  $ 59 6 f 0 0 0 . For 19 f u l l - t im e  
pe rm anent and  3 te m p o ra ry  o r  p a r t - t im e  p o s i t io n s ,  a l l  in  th e  C e n tr a l 
O f f ic e .

12 P e rs onne l B e n e fi ts  -  $54 ,0 00 . In c lu d e s  $40 ,0 00  f o r  re ti re m e n t  con­
t r i b u t io n s ;  $9 ,0 00  f o r  h e a lt h  b e n e f i t s ;  and $ 5 ,0 0 0  f o r  g ro up in s u ra n c e .

21 T ra v e l and T ra n s p o r ta ti o n  o f  Pers on s -  $ 2 6 ,0 0 0 . For t r a v e l by  C e n te r 
s t a f f  members.

22 T ra n s p o r ta ti o n  o f  T h in gs  -  $ 4 2 ,0 0 0 . For t r a n s p o r t in g  C a ta lo g s  fr om  th e  
p r in t in g  company  to  W ash in g to n , DC,  th e  C o lo ra d o  d i s t r ib u t i o n  c e n te r ,  
and C o n g re ss io n a l o f f i c e s .

23 R e n t,  C o m m un ic a tions , and U t i l i t i e s  -  $ 9 3 ,0 0 0 . $45 ,0 00 f o r  p o s ta g e ;
$32 ,0 00 f o r  th e  F e d e ra l B u il d in g  Fund; and $16 ,0 00  f o r  te le p h o n e  and 
equ ip m ent u se r c h a rg e s .

24 P r in t in g  and R e p ro d u c ti o n  -  $ 4 8 7 .0 0 0 . $453,0 00 f o r  p r in t in g  E n g li s h
C a ta lo g s  and S pan is h  l i s t i n g s ;  $24 ,0 00  f o r  p r in t in g  s c r ip t  m a te r ia l 
f o r  r a d io  and  t e le v is io n  s t a t io n s ;  and $10 ,0 00  f o r  m is c e ll a n e o u s  
p r in t in g .

25 O th e r S e rv ic e s  -  $ 2 7 7 ,0 0 0 . $200 ,0 00  f o r  p re p a ra t io n  and  d i s t r ib u t i o n
o f  p u b li c  s e rv ic e  m a te r ia ls  f o r  r a d io ,  t e le v i s io n ,  and p r i n t  m ed ia ; 
$18 ,0 00  f o r  n a t io n a l cons um er  s u rv e y s ;  $8 ,0 00  f o r  S pan is h  t r a n s la t in g  
s e r v ic e s ;  $18 ,0 00  f o r  m a il in g  l i s t s  u p d a te ; $11 ,0 00  f o r  med ia  m o n it o r in g  
r e p o r ts ;a n d  $22 ,0 00  f o r  m is c e ll a n e o u s  expenses.

26 S u p p lie s  and  M a te r ia ls  -  $ 6 ,0 00 . F o r no rm al  a d m in is t r a t iv e  s u p p li e s  and
m a te r i' a rs .  -----------------
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Wednesday, February 4, 1981. 
NATIONAL INSTITUTE OF BUILDING SCIENCES

WITNESS ES

WILLIAM F. FLOYD. VICE CHAIRMAN OF THE BOARD OF DIRECTORS 
DAVID S. MILLER. IMMEDIATE PAST CHAIRMAN OF THE BOARD 
GENE C. BREWER. PRESIDENT OF THE INSTITUTE
ROBERT M. DILLO N, EXECUTIVE ASSISTANT  TO THE PRE SIDENT

Mr. Sabo. Welcome. I think all of you have appeared before the Subcommittee previously. The National Ins titu te of Building Sci­ences is reques ting $500,000 in Fiscal Year 1982. This is $113,000 below the  amou nt appropriated in fiscal year 1981. This amount, together with an estimated $5,287,000 from othe r sources will pro­vide for a tota l program of $5,787,000 in fiscal year 1982. After fiscal yea r 1982, the Ins titu te is intended to be self-sustaining.We will be pleased to hea r any comments you might  have, Mr. Floyd.
Mr. Floyd. Than k you, sir. My name is William F. Floyd, Vice Chai rman of the  Board of Directors of the National Ins titu te of Building Sciences. With me today are  David S. Miller, immediate  Past  Chairman of the  Board, and Gene C. Brewer, Pres iden t of the Insti tute.  Our cur ren t Chairm an, Joseph H. Newman, is out of the country and thus cannot  be with us today.
Before I begin our presentation, I would like to present each of you with a copy of our fiscal yea r 1980 Report to the  Pres iden t of the United States. I realize that  a copy of this repo rt has been transmi tted  to the  Congress by the President in accordance with the provisions of the Ins titu te’s authorizing legislation, but, in the inte rest  of time, I would like to refer  to portions of that  Report.

General Statement
We appreciate this oppor tunity  to appear before the  Subcommit­tee and present the justification  for the Ins titu te’s fiscal year  1982 budget request. This reques t is for $500,000—the amount we were author ized to request by Pres iden t Carter’s Office of Management and Budget. This is a 20 percent decrease from last  y ear’s request, and an 18 percen t decrease from the actual fiscal year 1981 appro­priation afte r the  Institute susta ined a two percent cut by OMB.This will be our last author ized request. Public Law 93-383 au­thorized appropriations tota lling  $10,000,000, and subsequent reauth orizations  established the  period during which appropri­ations could be requested as fiscal years  1978 through 1982. After fiscal year 1982, the Institute is intended to be fully self-sustaining.As you have seen in our writ ten submission, if this  budget re­quest is granted, the Ins titu te will have received appropriations tota lling  $3,613,000 over the five-year period, or slight ly less tha n
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37 percent  of the  $10,000,000 authorized. As it became more and 
more ap parent that  the lion’s share  of the  au thorized capital funds 
would not be made available  and would in fact decline year-to-year, 
the Institute had to put in abeyance much of the program and 
many of the services it planned  to put  in place by th e beginning of 
fiscal year  1983. Unfor tunate ly, much of what has had to be put  in 
abeyance would have been the most helpful in enabling the Inst i­
tute  to become self-sustaining without undue  reliance upon service 
grant and contract activities.

Nevertheless, we have made good progress on our mission tasks 
and now a re in a position to undertake severa l major and timely 
initiatives. Our repo rt to the President and the  Congress, and our 
written submission, deals in considerable detail with our accom­
plishments and with plans for the 1982 fiscal year. Therefore, in 
the interest of time, I would like to focus on jus t two of these 
initiatives. They are: (1) to expand our horizons to deal with  land 
development and environmental regulatory  issues as they rela te to 
housing and building, and (2) to pursue our Jan uary 15, 1981 
publicly announced recommendation that  the re be a  one-year mor­
atorium on all new Federa l regula tory initia tives  that will fur the r 
constra in housing and building, and that  during the period of th at 
morator ium the re be a high-intensity effort to single out for selec­
tive elimination or modification those regula tions and regulatory 
processes tha t a re unnecessarily adding to costs.

In regard to the  first  of these initiatives, the  Ins titu te’s a uthor­
izing legislation provides that:  “The Ins titu te shall seek to assure  
that its actions are coordinated with rela ted requirements which 
are imposed in connection with community and environmental 
development general ly.”

When the Ins titu te was authorized in 1974, it was the intent— 
following the recommendations of the  Douglas Commission—to 
create a companion inst itute to deal with these  housing and build­
ing-related regula tory matters. This did not happen  and increasing­
ly NIBS is being asked to move far enough into this area  to  assure  
that attention is being given to the  to tali ty of housing and building 
technology regulatory  matte rs. There  is litt le question that  land 
development and environmental regulations  have grea t impact on 
the cost and value of housing, buildings, and the communities of 
which they are the major physical elements . Indeed, it is difficult 
to deal effectively with housing and building technology regulation  
without considering land development and environmental regula­
tion.

In its appeal of the OMB dete rmination  to allow a budget request 
of only $500,000 for fiscal year 1982, the Ins titu te accepted the 
determ ination insofar as its existing scope is concerned, but  did 
reques t an increase of $125,000 to enable  it to develop this  b roader  
scope. This reques t was denied. Nevertheless, the Ins titu te feels it 
must respond to its now very broad constituency,  which includes 
much if not all of the  expertise and representation  needed to do 
the  job and do it well. The importance to the Nation of doing 
everyth ing possible to facilitate a more productive housing and 
building indus try simply is too great not to do so. I t will, however, 
be necessary to move more slowly tha n the  dimensions of the 
problem call for and to draw upon voluntary  efforts and the limit-
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ed non-appropriated funds available to the Insti tute.  This, then,  is notification of ou r inten tion to do al l we can  to use the successful model for problem solving th at the  Ins titu te has created to address these other  rela ted housing and building regulato ry issues. We feel tha t the  provision in our authorizing legislation that I have cited is adequate, and we sincerely hope tha t the  Congress will support  us in this effort.

Regarding the  second of these major initiatives, we attached a rather detailed stat ement  of our recommendations and plans to our writ ten submission. As I noted earlier, the  Ins titu te feels tha t it is now positioned to make a significant contribution to improving the housing and building regula tory environment.  Last year we test i­fied as follows: “The legislation creat ing NIBS—Section 809 of Public Law 93-383—has proven itself to be a schematic from which an entire ly new p atte rn of public-private insti tutional relationships can be effected to cope with the immensely complex sociotechnical issues and regula tions in the areas  of housing and building.”
We went on to say: “What is being seen is the common, public benefit that can accrue from cooperation ra ther  tha n confronta­tion—from developing a consensus on the  issues and on the  best approaches to the ir resolution, with involvement of all the inter­ests, free of the  cons traint s of legalistic or self-serving institutional bonds. I t is becoming accepted tha t the  Inst itute provides the  mech­anism for recognizing problems before they become crises and for evolving workable solutions, rat her tha n continuing with the  prac­tice of largely reacting to one a nother’s initia tives.
By bringing together all the parti es of in tere st in this manner, it is now also being seen that  corrective action as well as new initia­tives can be taken without resor t to burdensome rules or regula ­tions in most cases, and, if ru les and regulat ions are needed, with widespread support for the thrus t of mutually agreed-upon con­struct ive change. These mechanisms save time and money, mini­mize the  need for regulations, and reduce emotionally-based deci­sions.”
We received the  encouragement of your Subcommittee in this endeavor, and as our writ ten submission demonstrates, we have pursued this course energetically . At the same time, using the funds Congress has provided, the  Ins titu te has steadily buil t its base of regu latory  documentation and analy tical  techniques.
Last year, we also poin ted out our need for greater cooperation of the  Federal executive agencies—and we asked your help. We told you of a bulle tin being developed by OMB to go to all Federal depar tments, agencies, and establishments , that  would call att en­tion to the provisions of the Ins titu te’s authorizing legislation which encourages the ir support and cooperation. I regre t to report that tha t bulle tin was never issued, even though strongly support­ed by a  sampling of agencies to which a draf t was sent by OMB for comment.
The growing wave of Federal regulatory activity impacting the housing and building community—and that of Sta te and local gov­ernments as well—is threaten ing to swamp the  boat. It is because it is virtually impossible to effect improvements in the process when brush  fires are  breaking out on all sides, that we have recommended a morato rium.

74-315 0 —81----- 7
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In our Report to the Pres iden t—and I call your attention to 
pages two and three—our Chai rman and President stated: “It is 
the view of the Ins titu te that if the housing and building consumer 
and user is to receive more va lue for dollars expended, the re must 
be an alternat ive to the  h istorical adversarial approach to problem 
solving among the many diverse public and priva te elemen ts of the 
building community that  all too frequently  resul ts in mandatory  
solutions.”

In tha t same lette r, we presented an outline of th e services the 
Insti tute felt positioned to perform and the  recommendations we 
set forth in our public announcement on Janua ry 15 a re consis tent 
with tha t outline. We visualize a high- intens ity effort over the next 
90 days, util izing the full resources of the  Inst itute , to identify  key 
areas where immedia te action can be taken either to eliminate  or 
modify regula tions and regula tory processes needlessly cons train ­
ing the housing and building community. This same effort will 
then be continued throughout the  remainder of the year, with 
periodic release of additional recommendations. Concurrently, the 
Inst itute  plans to develop and put  forth proposals for significant 
improvements in the  housing and building regula tory processes, 
stimulate a debate on the proposals, and then  make positive recom­
mendations for constructive  change that  will be supported by a 
broad and responsible consensus. Again, however, we ask your help 
in achieving the  support and cooperation of the  Federal agencies in 
this effort.

We also reques t your approval of ou r modest budget reques t for 
fiscal year 1982. And, finally, even though we are  not slated  to 
come before you again for an appropriation, we ask for the  privi­
lege of coming before you next year to formally report on our 
progress, to make our recommendations, and to seek your advice.

I would like to close by saying on behalf of th e Board of Directors 
of the Insti tute,  t ha t we have felt privileged to have been entrusted 
with bringing life, form, and substance to this  new c reature  of the  
Congress, the  National Institute of Building Sciences. We t ru st  th at  
you feel we have thu s far met your expectations . With your con­
tinuing interest, support, and challenge, we are confident of suc­
cess. Thank you.

[The writt en statement follows:]
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GENERAL STATEMENT

In tr o d u c ti o n

The N a ti o n a l I n s t i t u t e  o f B uil d in g  S c ie nces i s  now in  i t s  fo u r th  year  

o f th e  C o n g re ss lo n a ll y  pl an ne d f iv e  y e a rs  o f I n i t i a l  c a p i t a l  fu nd in g th ro ugh  

a p p ro p r ia ti o n s . At th e  c o n c lu si o n  o f t h i s  fo u r th  year (FY 19 81 ),  th e  I n s t i t u t e  

w i l l  ha ve  re c e iv ed  $3 ,1 13,0 00 o f th e  a u th o ri z e d  $10, 00 0, 00 0 fo r th e f u l l  

f iv e -y e a r  p e r io d . Wi th th is  l a s t  bud ge t re q u e s t o f $5 00 ,0 00 , as  a u th o ri z e d  

by th e  O ff ic e  o f Management and  B ud ge t,  th e  t o t a l  w i l l  be $3 ,6 13 ,0 00 , o r 

le s s  th an  37% of th e  a u th o r iz a ti o n .

S ig n i f ic a n t chan ge  in  th e  s t r u c tu r e  o f th e  I n s t i t u t e  ha s ta ken  p la ce  

ov er  th e  p a s t y e a r , and t h i s ,  to g e th e r  w it h  th e  fo u n d a ti o n  o f kn ow led ge  and 

e x p eri en ce  th a t has  be en  a cq u ir e d , ha s p o s it io n e d  th e  I n s t i t u t e  to  ta k e  a 

m aj or  s t r i d e  toward ac co mpl ishm en t o f i t s  lo n g -r an g e  m is si on  as s e t  fo r th  

by th e  C on gre ss . The th ru s t  o f t h i s  m aj or  new e f f o r t  was an nounced a t a 

p re ss  con fe re nce  on  January  15th  o f t h i s  y e a r , and i s  c it e d  un de r Prog ram  

Pla nnin g in  th e  Bu dget J u s t i f i c a t i o n .

M issi on

The b a s ic  m is si on  of th e N a ti o n a l I n s t i t u t e  o f B uild in g  Scie nces  i s  to  

f o s te r  th e  de ve lo pm en t o f a housi ng and  b u il d in g  re g u la to ry  sy st em  th ro ughout 

th e  n a ti o n  th a t i s  p ro g re s s iv e ly  more  r a t i o n a l  and su p p o rt iv e  o f ho usi ng  and 

b u il d in g  g o a ls , and to  c re a te  th e  means fo r  more ra p id  a s s im il a ti o n  o f be ne ­

f i c i a l  te c h n o lo g ie s  w it h in  th e housi ng  and b u il d in g  com mun ity.

P u rs uan t to  S e c ti o n  809 o f P u b li c  Law 93 -3 83 , th e  I n s t i t u t e  was i n i t i a t e d  

by th e  Go vernm ent to  become th e  a u th o r i t a t iv e  n a ti o n a l so urc e  o f fi n d in g s  and  

adv ic e  to  bo th  th e  p u b li c  and  p r iv a te  s e c to r s  o f th e  economy w ith  re s p e c t to  

th e  us e o f b u il d in g  sc ie n ce  and  te chno lo gy  in  ach ie v in g  n a ti o n a ll y  a cc e p ta b le

 



98

-2 -

s ta n d a rd s  and  o th e r  te c h n ic a l p ro v is io n s  fo r  us e In  F e d e ra l,  S ta te , and

lo c a l hous in g and b u il d in g  re g u la ti o n s .

S p e c i f ic a l ly ,  P u b li c  Law 93 -383  s t a t e s  th a t  th e  I n s t i t u t e  i s  to  e x e rc is e

i t s  fu n c ti o n s  and  r e s p o n s ib i l i t i e s  in  fo u r g e n e ra l a re a s  r e la t in g  to  b u il d in g  

re g u la ti o n s , as fo ll o w s :

(a ) Dev elo pm en t, p ro m ulg ati on , an d m ai nte nan ce o f n a ti o n a l ly  re cogn iz ed  

per fo rm an ce  c r i t e r i a ,  s ta n d a rd s , an d o th e r  te c h n ic a l p ro v is io n s  fo r 

m ai nte nan ce  o f l i f e ,  s a f e ty ,  h e a l th ,  and p u b li c  w e lf a re  s u i t a b le  fo r 

ad o p ti o n  by  b u il d in g  re g u la ti n g  j u r i s d i c t i o n s  and  a g e n c ie s , in c lu d in g  

t e s t  meth ods and  o th e r e v a lu a ti v e  te c h n iq u es  r e la t in g  to  b u il d in g  

sy st em s,  su bsy st em s,  co m po ne nt s,  p ro d u c ts , and  m a te r ia ls  w it h  due 

re g a rd  fo r  consum er pro bl em s;

(b) E v a lu a ti o n  and p r e q u a l i f ic a t io n  of e x is t in g  and  new b u il d in g  te chno­

lo gy  in  acc ord an ce  w it h  (a ) ab ov e;

(c ) Co nduct o f need ed  in v e s t ig a ti o n s  in  d i r e c t  su pport  o f (a ) and (b ) , 

ab ov e;  and

(d ) Assem bly,  s to ra g e , and d is se m in a ti o n  o f te c h n ic a l d a ta  and  o th e r  

in fo rm a ti o n  d i r e c t ly  r e la te d  to  ( a ) ,  ( b ) , and ( c ) , ab ov e.

In  th e  e x e rc is e  o f  th ese  fu n c ti o n s  and r e s p o n s i b i l i t i e s ,  NIBS was to :

•  E s ta b li s h  a C o n su lt a ti v e  C o u n cil , me mb ers hip  in  wh ich  s h a l l  be 

a v a i la b le  to  re p re s e n ta ti v e s  o f a l l  a p p ro p r ia te  p r iv a te  t r a d e , 

p ro f e s s io n a l,  and  la b o r o rg a n iz a ti o n s , p r iv a te  and  p u b li c  

s ta n d a rd s , co de  and t e s t in g  b o d ie s , p u b li c  re g u la to ry  a g e n c ie s , 

and consum er g ro ups,  so  as to  in s u re  a d i r e c t  l in e  of  com munica­

t io n  be tw ee n su ch  gr ou ps  and th e  I n s t i t u t e  and  a v e h ic le  fo r 

r e p re s e n ta ti v e  h eari n g s  on m a tt e rs  b e fo re  th e  I n s t i t u t e .
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• Give particular attention to the development of methods of 

encouraging all sectors of the economy to cooperate with the 

Institute and to accept and use its technical findings, and

to accept and use the nationally recognized performance criteria, 

standards, and other technical provisions developed for use in 

Federal, State, and local building codes and other regulations 

which result from the program of the Institute.

• Seek to assure that its actions are coordinated with related

requirements which are imposed in connection with community and 

environmental development generally.

• Establish and carry on a specific and continuing program of 

cooperation with the States and their political subdivisions 

designed to encourage their acceptance of its technical findings 

and of nationally recognized performance criteria, standards, 

and other technical provisions for building regulations brought 

about by the Institute, including:

—  efforts to encourage changes in existing State and local 

law to utilize or embody such findings and regulatory 

provision; and

—  assistance to States in the development of inservice 

training programs for building officials and in the 

establishment of fully staffed and qualified State 

technical agencies to advise local officials on questions 

of technical interpretation.

General Organization

There are essentially three elements of the Institute: its Board of 

Directors, its Consultative Council, and its staff.



100

- 4 -

Du rin g th e  p a s t y e a r Che Boa rd ha s co nC in ue d Che Crend repo rC ed  la sc  

y ear o f c ra n s f e r r in g  more o f Che re s p o n s ib i l ic y  fo r  Che co nduce o f Che 

In s c ic u c e 's  c e c h n ic a l pr og rams co Che Co nsulCa Ci ve  C ouncil . Ic  ha s become 

In c re a s in g ly  appar en c ch ac  much o f Che a u C h o r ic a d v e n e ss  o f Che Insc iC uC e 

w i l l  d e ri v e  fro m Che bro ad-b ase d  re p re se n c a c iv e n e ss  and  e x p e rc is e  o f Che

Cou nc il  me mbe rship.  Ic  i s  e q u a ll y  ap par en c ChaC in  o rd e r Co ha ve  a l l  se cC or s 

o f Che economy co op eraC e wich  che In sc iC uC e,  an d Co acc epC and  us e ic s  

fi n d in g s  and  reco mmen da cion s,  1C w i l l  be  n e c e ssa ry  Co in vo lv e  ChaC b ro ad - 

ba se d me mb ers hip  in  Che deci si on-m ak in g  p ro c e ss . BoCh au C h o ri c ad v e n e ss  

and  e f fe c c iv e n e s s , c h e re fo re , a re  che  pro duc e o f b r in g in g  che  e x p e rc is e  and  

po in cs o f vi ew  o f che f u l l  b u il d in g  conm un icy  Co b e a r on Che Casks  ad d re ss ed

by Che In sc iC uC e.

In  c re a c in g  che In sc iC uC e and  p re s c r ib in g  ic s  b a s ic  for m and com po si cl on ,

Che Con gr es s crea Ced  a uni qu e insCrumenC chac  i s  now com ing Co maC uriC y.

In  re c o g n id o n  o f Ch is rn ac uricy , Che Bo ard  o f D ir ec C ors  ha s g iv en  Che Con- 

s u lc a c iv e  C oun ci l pri m ar y  r e s p o n s ib il ic y  fo r  f a c e - f in d in g , fo r  pr ob lem 

in v e sc ig a e io n , an d fo r  Che develop menC of recommended so lu C io ns.  In  ev er y  

c ase , Che Board  re q u ir e s  boCh e x p e rc is e  and  ba la nce  in  C ou nc il  bod ie s enCru sCe d 

wich Chese  cask s , and  re s e rv e s  Co i c s e l f  Che ri g h c  o f appro va l o f a l l  f in d in g s , 

c o n c lu s io n s , and reco mm endacio ns  is s u in g  from Che In sc iC uC e.

To co pe  wich ic s  new r e s p o n s lb l l i c l e s , Che Co nsulCa Ci ve  C oun ci l ha s

s im p li f ie d  ic s  sC rucC ure and  ln sc ic u c e d  r ig o ro u s  p ro ced u re s  Co ensu re  com pe-  

Ce nce, b a la n ce , and o b je c C iv ic y . Thi s in  Cu m ha s enab le d  Che Board  Co s im p li fy  

iCs SCrucCure by d iv e sc in g  i c s e l f  o f C ec hn ic al prog ram o p e ra d n g  r e s p o n s lb l l ic le s  

and  dev oci ng ic s  prim ar y e f fo rc  Co p o li c y , p la n n in g , o v e rs ig h c , and re vie w  and 

a p p ro v a l.  This  SCruc Cu re i s  shown in  F ig . 1.
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NIB S ORGANIZATION

F i g . 1
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The co re  ( a d m in is tr a ti v e )  s t a f f  o f th e  I n s t i t u t e  i s  e s s e n t i a l ly  th e 

same as  re p o rt e d  l a s t  y e a r : th e  P re s id e n t and  C hie f E xecu tive  O ff ic e r ,

th e Exec utive A s s is ta n t to  th e  P re s id e n t,  th e  V ic e P re s id e n t fo r  C onsu lt a­

t iv e  Cou nc il  A f f a i r s ,  th e  Vice P re s id e n t fo r  Te ch no lo gy  and Pr og ra m s,  th e 

C om ptr o ll e r,  and  th e  D ir e c to r  o f th e O ff ic e  o f Pr og ram P la n n in g . The two 

v ic e  p re s id e n ts  se rv e  th e  a d m in is tr a ti v e  and te c h n ic a l su p p o rt  ne ed s of

th e  C ounci l,  y e t remain re sp o n s ib le  to  th e  Boa rd o f D ir e c to rs  th ro ugh th e

P re s id e n t.

Board o f D ir e c to rs

The c u rre n t Board  o f D ir e c to rs , ap po in te d  by th e P re s id e n t w it h  th e 

adv ic e  and conse n t o f th e  S ena te , num bers 21 . The ap po in tm en t powe rs of

th e P re s id e n t w i l l  e x p ir e  a t  th e  end o f f i s c a l  y e a r 19 81 , i f  th e Board  ha s 

ad op te d i t s  own ru le s  and p ro cedure s fo r su c c e ss io n  by th a t tim e.  The 

Board w i l l  adopt  su ch  ru le s  and p ro cedure s (B y- laws p ro v is io n s )  d u ri ng  

FY 1981 , and  th ey  w i l l  c a l l  fo r continued ad her en ce to  th e  l e t t e r  o f th e  

I n s t i t u t e 's  a u th o r iz in g  l e g i s l a t i o n ,  in c lu d in g  re p re s e n ta ti v e n e s s  and  b a la n ce .

C o n su lt a ti v e  Cou nc il

The C o n su lt a ti v e  C ounc il  i s  go ve rned  by a 36-me mber, ba la nce d and 

re p re s e n ta ti v e . N a ti o n a l E xecu tive  Co mmittee , no m in at ed  and  e le c te d  by th e 

f u l l  me mb ership  o f th e  C ounci l— a l l  un de r O rg a n iz a ti o n a l R ul es  and  P ro ce dure s 

ap prov ed  by th e  Board  o f D ir e c to rs .

The me mbership  o f th e  C ouncil , wh ich  in c lu d e s  both  o rg a n iz a ti o n s  and  

in d iv id u a ls , re ac hed  800 d u ri ng  1980;  ho wev er , du e to  th e  s e r io u s  re c e ss io n  

th a t b e f e l l  th e  hous in g an d b u il d in g  in d u s tr y , grow th  was not as  g re a t as  had 

been  p ro je c te d . N e v e r th e le s s , th e  me mb ership  con ti nued  to  b ro aden, and  a 

s p e c ia l prog ram to  in vo lv e  g re a te r  numbers  o f co nsum er re p re s e n ta ti v e s  ha s
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contributed significantly to this trend. The types of individuals and 
organizations now participating, represent:

The academic community
Design professionals— architects, engineers and planners 
Builders, contractors and subcontractors 
Federal, State and local government
Building materials, products, and systems manufacturers 
and distributors

Building owner/users 
Consumers and environmentalists 
Research, testing, and certification bodies 
Buildings trades
Trade press
Finance, real estate, and insurance interests 
Codes and standards bodies
Utilities— gas, electric, communications, etc.

Another significant development was the chartering of the first State­
wide Consultative Council. This brings to the State and local levels the same 
type of attention the National Executive Committee of the Council brings to 
the national level. This first chapter was created in the State of West 
Virginia. A second chapter application has been received from a group seeking 
to represent interests in the State of Ohio. Several others are in various 
stages of organization, including Southern California, Houston, Connecticut, 
and Kansas City.

Staff

The core staff has remained relatively stable at eighteen. The total 
staff of the Institute, as of January 1, 1981, numbers thirty eight. The 
difference represents the project staff of the Institute— i.e., those retained 
for the execution of specific funded programs and projects.

Income/Expendltures

Because the Institute is a non-governmental, non-profit corporation, 
and because appropriated funds are but one source of Institute income— and 
intended only to provide initial capital funding— a matrix has been established
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and used  over th e  p a s t fo u r years  to  d is p la y  th e  pro pos ed  ma nner in  

which  a p p ro p ri a te d  fu nds w il l be  sp en t in  r e l a t i o n  to  a l l  o th e r  fu nd s 

coming to  th e  I n s t i t u t e  (s ee  F ig . 2 ).

The so u rc es  o f fu nd s a re  (1 ) A p p ro p ri a ti o n ; (2 ) Fee Income and  G ener al  

Suppo rt ; an d (3 ) S e rv ic e  G ra nts  and C o n tr a c ts . It em  1 i s  s e lf - e x p la n a to r y .

Ite m  2 i s  com posed o f g en e ra l su p p o rt  g ra n ts  fro m F e d e ra l a g en c ie s  (c u r r e n tl y  

on ly  th e Dep ar tm en t o f En erg y p ro v id es  su ch  a g r a n t ) ,  C o n su lt a ti v e  C ou nc il  

me mb ers hip  f e e s ,  income  fro m th e  s a le  o f p u b l ic a t io n s ,  and  g ra n ts  o r co n­

t r a c t s  from p u b li c  and p r iv a te  bod ie s in  d i r e c t  su p p o rt  o f I n s t i t u t e  m is si on  

prog rams and p r o je c t s .  Ite m  3 i s  com posed o f c o o p e ra ti v e  agre em en ts , g r a n ts ,  

an d c o n tr a c ts  th a t  su p p o rt  s e rv ic e s  th e  I n s t i t u t e  p ro v id e s  to  p u b li c  and  

p r iv a te  bod ie s  upon re q u e s t.  These th re e  so u rc es  o f fu nd s a re  shown a t  

th e  to p o f th e  m a tr ix .

Pl an ne d in com e/e xpend it u re  c a te g o r ie s  a re  pu t und er  two m aj or  head in g s:

(1 ) A d m in is tr a ti o n  and (2 ) O p era ti o n s . Un der A d m in is tr a ti o n  a re  e s s e n t i a l ly  

ove rh ea d fu n c ti o n s — i . e . ,  G en er al  A d m in is tr a ti o n , P la nn in g  and  Dev elo pm en t, 

and In fo rm ati on  S e rv ic e s . Under  O pera ti ons  a re  th e  m is si on  fu n c ti o n s  o f th e  

I n s t i t u t e  th a t  d e ri v e  fro m th e  I n s t i t u t e ’ s a u th o r iz in g  l e g i s l a t i o n ;  s p e c i f i ­

c a l l y ,  th e  C o n su lt a ti v e  Cou nc il  and  Tec hn olog y and  Pr og ra m s,  th e  l a t t e r  o f 

which  i s  su bd iv id ed  in to  R egula to ry , New Tec hn olo gy,  and  Dat a C o ll e c ti o n  and

D is se m in a ti on .

The I n s t i t u t e  over hea d r a t e ,  wh ich  i s  e s ta b li s h e d  by in dep en den t a u d it  

b u t a ls o  fi x e d  by ag en cy  d e te rm in a ti o n s , g e n e ra ll y  i s  59% on d i r e c t  ex pen se s 

and  10% on s u b c o n tr a c ts . Becau se o f th e  h ig h  p ro p o r ti o n  of  s u b c o n tr a c ti n g , 

wh ich  i s  in  re sp onse  to  th e  in te n t  o f C ongre ss , t h i s  av er ag es no more  th an  35%; 

th e re fo re , a 35% r a t e  i s  used  on a p p ro p ri a te d  fu n d s , C o n su lt a ti v e  C ou nc il  f e e s , 

and o th e r  a c t i v i t i e s  wh ere pe rfor m an ce  o f th e  work i s  p ri m a r il y  an in -h ouse

fu n c ti o n .
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Inco m e/ ex pe ns e f ig u r e s  un der  Fee  Income  and G ener al  Su ppo rt  and  S erv ic e  

G ra n ts  and  C o n tr a c ts , m us t,  o f c o u rs e , be ba se d on  e s ti m a te s . I t  Is  not 

p o s s ib le  to  p re d ic t such  income  w it h  any s u re ty — p a r t i c u l a r ly  th a t  which  

comes as  a r e s u l t  o f re q u e s ts  made to  th e  I n s t i t u t e .  A ch an ge  In  any  

"O pera ti ons"  in co m e/ ex pe ns e fi g u re  in  th e  m a tr ix  w i l l  ch an ge  a l l  o th e r  

f ig u re s  bec au se  o f th e  im pa ct  th a t ch an ge  wo uld  ha ve  on overh ead .

A ppro pri at ed  fu nds  re p re se n te d  only  172  of a l l  fu nd s in  FY 1980 .

A lth ou gh  th i s  re p o r ti n g  sy stem  may appear co m pl ex , i t  i s  an  e f f e c t iv e  

way o f d e a li n g  w it h  th e  d i f f i c u l t  ta s k  o f c o n t ro l l in g  a bu dg et  th a t  v a r ie s  

c o n sid e ra b ly  th ro ughou t any  g iv en  y e a r , when th e re  i s  no re s e rv e . The 

I n s t i t u t e  was n o t g iv en  i t s  a p p ro p r ia ti o n s  " to  be a v a i la b le  u n t i l  ex pe nd ed " 

as  p ro v id ed  fo r  in  th e  o r ig in a l  a u th o r iz in g  l e g i s l a t i o n ;  th e re fo re , i t  ha s 

no t be en  p o s s ib le  to  e s ta b l i s h  su ch  a re se rv e  and w i l l  no t be u n le ss  Con gr es s 

we re to  a c t to  a p p ro p r ia te  th e  re m ain in g  amount un der  th e a u th o r iz a ti o n  in  

t h i s  man ne r. By re c e iv in g  q u a r te r ly  a ll o tm e n ts  o f ea ch  a p p ro p r ia ti o n  from 

th e  T re asu ry , th e  I n s t i t u t e  mu st us e i t s  a p p ro p r ia ti o n  d u ri ng  th e  f i s c a l  year 

fo r  wh ich a p p ro p r ia te d , and s u f f e r  th e  a tt e n d a n t d i f f i c u l t i e s  in  managin g

cas h  flow .

Th ere a re  th re e  ty pes of income n o t shown in  F ig . 2s (1 ) Endowm ents ;

(2 ) c o n tr a c t fe e s ; and (3 ) me mb ers hip  re s e r v e s . Endowments  a re  beg in n in g  to  

flo w to  th e  I n s t i t u t e  and  i t  ha s be en  p o s s ib le  to  o b ta in  fe e s  on some co n­

t r a c t s ;  ho wev er , th e se  fu nd s and  th e I n t e r e s t  earn ed  on  them , c u r r e n tl y  a re  

r e l a t i v e ly  sm al l and  th us a re  kep t o u t o f th e  o p e ra ti n g  bu dg et  and  w i l l  be 

u n t i l  th e  ear ned  i n t e r e s t  re ach es  a s ig n i f i c a n t  le v e l  and ca n be dev ote d  to  

o p e ra ti o n s . At p re s e n t,  th ese  a re  th e  on ly  so u rc es  o f re se rv e  fu nd s th a t 

ca n be drawn upon in  th e even t o f u n fo rs een  e v en ts  o r a cas h  flow  c r i s i s .
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The me mb ers hip  fe e  re se rv e s  a re  si m ply  th a t  p o r ti o n  o f mem bersh ip fe e s  

p a id - in  d u ri n g  r a th e r  th an  a t  th e  beg in n in g  o f th e f i s c a l  y e a r , th a t  

mu st be he ld  over  fo r s e rv ic e s  to  be pe rfor m ed  d u ri n g  th e  ensu in g  f i s c a l

y e a r .

O th er  O pera ti ons

As note d in  l a s t  y e a r 's  s ta te m e n t,  th e  I n s t i t u t e  c re a te d  a B uild in g  

Sei sm ic  S a fe ty  C ou nc il  to  work  towar d im p le m enta ti on  o f th e  g o a ls  o f th e 

Ear th qu ak e H az ar ds  R ed uc tion  Ac t o f 1977 (P u b li c  Law 95 -1 24).  The C ou nc il  

o p e ra te s  un de r a C h art e r and  O rg a n iz a ti o n a l R ul es  and  P ro ce dure s g ra n te d  

by th e  Board  o f D ir e c to rs , and  fu nd s re c e iv e d  th ro ugh me mb ers hip  f e e s , 

g ra n ts , and  c o n t r a c ts ,  a re  shown in  F ig . 2 as a p a r t  o f " O p e ra ti o n s ."

The C oun ci l i s  fu n c ti o n in g  e f f e c t iv e ly  and was c i te d  in  P u b li c  Law 96 -47 2 

T i t l e  I ,  S ec ti o n  10 1.

C oncl usi on

The Bu dg et J u s t i f i c a t i o n  which  fo ll o w s , i s  fo r  th e  re q u e ste d  $5 00 ,0 00  

a p p ro p r ia ti o n  fo r  FY 19 82 . The who le  o f th e  I n s t i t u t e 's  p la nne d pr og ram fo r  

FY 1982 i s  p re s e n te d , to g e th e r w ith  a b r ie f  re p o r ti n g  on c u r re n t s t a t u s  and 

acc om plish m en ts . This  i s  done to  b e t t e r  i l l u s t r a t e  th e  t o t a l  pr og ram and  

how i t  w i l l  be su p p o rt ed , and  how th e  a p p ro p ri a te d  fu nds  w i l l  be us ed  in  

th e  c o n te x t o f th a t t o t a l  pr og ram.
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BUDGET JUSTIFICATION

F ig . 2 show s a c tu a l in co m e/ ex pe ns es  fo r  FY 19 78 -1 98 0,  e st im ate d  

in co m e/ ex pe ns es  fo r  FY 19 81 , and p ro je c te d  In co m e/ ex pen se s fo r  FY 1982 

and  fo r  FY 1983 when th e  I n s t i t u t e  w i l l  be  s e l f - s u s t a in in g .

In co m e/ ex pe ns es  in  FY 1978 we re $1 ,8 74 ,7 47 , $1 ,0 00 ,0 00  o f which  was 

a p p ro p ri a te d . In  FY 19 79 , th e t o t a l  was $ 2 ,3 98 ,8 47 , o f wh ich  $7 50 ,000  was 

a p p ro p ri a te d . In  FY 19 80 , th e unaud it ed  t o t a l  was $4 ,3 30 ,5 50 , of  wh ich  

$7 50 ,000  was a p p ro p r ia te d . At th is  tim e l a s t  y e a r , th e  FY 1980  t o t a l  was 

p ro je c te d  to  be  $4 ,5 00 ,0 00 ; th e re fo re , i t  appears  t h a t  th e  I n s t i t u t e  w i l l  

f a l l  sh o rt  of t h i s  p ro je c ti o n  by $1 69,4 50,  o r only  3.9 %,  due p r in c ip a l ly  to  

c o n tr a c t d e la y s  beyond i t s  c o n tr o l.

FY 1981 in co m e/ ex pe nse s were p ro je c te d  a t  $5,2 20,0 00 w ith  $6 25 ,000  of  

t h i s  amount be in g  a p p ro p ri a te d . The I n s t i t u t e  s u s ta in e d  a 22 bu dg et  cu t by 

th e  C a r te r A d m in is tr a ti o n  0MB, th e re fo re , u n le ss  ch an ged , w i l l  re c e iv e  only

36 13 ,000  in  FY 19 81 . C urr en t p r o je c ti o n s , bec au se  o f th e  more th an  no rm al  

numb er of u n c e r ta in t ie s  in  th is  bud ge t y e a r , co uld  be  s ig n i f i c a n t ly  h ig h e r 

o r lo w er . The e f f e c t  of an  In c re a se  o r d e cre a se  in  th e  t o t a l  in co m e/ ex pen se s 

p ro je c te d  l a s t  year on th e  us e o f a p p ro p ri a te d  fu nds , would  be e i th e r  a la rg e r

o r sm a ll e r p o r ti o n  of th e se  fu nd s bein g dev ote d  to  o p e ra ti o n s , o r , c o n v ers e ly ,

to  a d m in is tr a ti o n .

As th e  s iz e  and d iv e r s i ty  o f th e  in d iv id u a l pr og ram and  p r o je c ts — and 

th e  t o t a l  pr og ram— become l a r g e r ,  th e  p o te n t i a l  fo r w id er  d e v ia ti o n s  from 

p ro je c ti o n s  a re  in e v i ta b le .  N e v e r th e le s s , to  d a te  th e  I n s t i t u t e 's  p ro je c ti o n s  

of  t o t a l  In com e/e xpend it u re s  ha ve  be en  q u it e  c lo s e ly  bo rn e ou t by a c tu a l 

e x p e r ie n ce , a lt hough  n o t n e c e s s a r il y  in  any  g iv en  budget  c a te g o ry .

Fo r FY 19 82 , in co m e/ ex pe ns es  ha ve  be en  p ro je c te d  a t  $5 ,7 87 ,0 00 , w ith  

$5 00 ,000  o r 8 .7 2  o f th is  t o t a l  be in g a p p ro p ri a te d  fu nds .
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Dur ing FY 19 80 , and th us fa r  in  FY 19 81 , w es t o f Che grow th  in  I n s t i t u t e  

a c t i v i t i e s  as  mea su red by inc om e, ha s ag a in  be en  in  th e  se rv ic e  g ra n t and  

c o n tr a c t a re a . As th e  C o n su lt a ti v e  C ou nci l has  becom e la r g e r ,  b e t t e r  o rg a n iz e d , 

and  much more  a c t iv e ,  us e o f th e s e rv ic e s  o f th e  I n s t i t u t e ,  p a r t i c u la r ly  by 

F ed e ra l a g e n c ie s , a ls o  has  gro wn . I t  i s  a p p a re n t,  ho wev er , th a t  be ca us e 

o f th e  f a i lu r e  to  o b ta in  th e  f u l l  $10 m il li o n  in  a u th o ri z e d  fu n d s , th e  

I n s t i t u t e  si m pl y ha s be en  un ab le  to  dev el op  th e  i n i t i a l l y  pl an ne d inco me-  

pro ducin g  s e rv ic e s  o r to  a t t r a c t  th e  le v e l  o f p r iv a te  end owmen ts th a t su ch  

a c t i v i t y  would  ha ve  engen der ed . N e v e r th e le s s , th e  I n s t i t u t e  ha s be en  ab le  

to  purs ue i t s  m is si on  a c t i v i t i e s  and  to  p o s it io n  i t s e l f  to  make s ig n i f i c a n t ly  

g re a te r  c o n tr ib u ti o n s  to  ac hi ev em en t o f i t s  m is si o n  g o a ls  in  FY 1981 and  FY 1982.

The FY 1982 bud ge t re q u e s t w i l l  be d e ta i le d  u s in g  th e  m a tr ix  he ad in gs 

of  F ig . 2.

A ppro pri at ed  Funds

1.  A d m in is tr a ti o n

G en er al  A d m in is tr a ti o n , Pro gra m P la n n in g , and In fo rm ati o n  S e rv ic e s  a re  

c a te g o r iz e d  as a d m in is tr a ti v e  fu n c ti o n s , and , a s  note d e a r l i e r ,  35% 

o r $1 30 ,000  o f th e  a p p ro p ri a te d  fu nds  w i l l  be dev ote d  to  th ese  fu n c ti o n s , 

a . G e n e ra l. In c lu ded  a re  th e  p r in c ip a l  over he ad  ex pen se s of  th e 

I n s t i t u t e ;  th a t  i s ,  th os e ex pen se s r e la te d  to  o v e ra ll  manage­

men t o f th e  a f f a i r s  of  th e I n s t i t u t e .  Th ese a re  th e  ex pe nse s o f 

th e  Bo ard  o f D ir e c to rs  and  E xecu tive  O ff ic e  o r core  s t a f f .  Bu dgete d 

fo r  t h i s  item  is  $1 02 ,0 00 , o r 10.8% of th e t o t a l  $9 42 ,0 00 . Th ese 

ex pen se s a re  shown w it h in  c a te g o r ie s  1 1 .8 , 1 2 .1 , 2 1 .0 , 2 3 .2 , 2 4 ,0 , 25 .0  

2 6 .0 , and  31 .0  o f F ig . 6.
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b. Program Planning. During FY 1980, an Office of Program Planning 

was established, headed by a Director (last year it was reported 

that the Office of the Vice President-Planning and Development had

been discontinued).

The framework for planning which has evolved, relies upon the 

Consultative Council for a major part of the input to determining 

future programs and projects. This planning process is shown in 

Fig. 3.

The Five-Year Program Plan of the Institute is being recycled during 

FY 1981 and will be maintained as the basic technical program

operating guide. However, this Office also maintains cognizance of 

legislative and administrative as well as private sector initiatives 

that can affect the mission of the Institute, and those of the housing

and building community in general. This Office processes requests 

for assistance that come to the Institute, and initiates planning 

for both long- and short-term programs and projects. Finally, it 

identifies critical technical and policy related issues that require

the Institute's attention.

Significant new initiatives include: (1) Planning for a program to 

deal with the important, allied field of land development and 

environmental regulations; and (2) a near-term, high intensity effort 

to identify and recommend solutions to federal regulatory problems 

that are constraining housing and building, and to develop a new 

approach to building community problem solving that will offer the 

potential for avoiding further constraints on housing and building
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p ro d u c ti o n  w hil e  ach ie v in g  d e s ir e d  per fo rm an ce  o b je c ti v e s . The 

ess ence  o f  th i s  l a t t e r  i n i t i a t i v e ,  which  c u r re n t ly  i s  o f su ch  g re a t 

Im port ance , was th e  su b je c t o f th e  I n s t i t u t e 's  Ja nuary  15 , 1981 

news con fe re nce  c i te d  a t th e o u ts e t o f th e  G ener al  S ta te m en t,  and  

i s  ex p la in ed  in  g re a te r  d e t a i l  in  th e  a tt ach m en t h e re to .

The bud ge t fo r  th e  a c t i v i t i e s  o f t h i s  O ff ic e  i s  $5000, o r 2.5Z  of  

th e  t o t a l  $1 98 ,000  th a t  i s  p ro je c te d  to  be  a v a i la b le  fro m a l l  so u rc e s .

c . In fo rm a ti o n  S e rv ic e s . The fu n c ti o n s  o f t h i s  O ff ic e  a re  to  m a in ta in

co mmun icat ions  w it h  th e  I n s t i t u t e 's  p u b li c  an d p r iv a te  c o n s ti tu e n c y .

A m on th ly  n e w s le tt e r , B u il d in g  S c ie n c e s , i s  p u b li sh e d , and th i s  O ff ic e  

a ls o  manag es th e  p r in t in g  and p u b li c a ti o n  a c t i v i t i e s  o f  th e  I n s t i t u t e — 

i . e . ,  r e p o r ts  an d o th e r  docume nts  in c lu d in g  th e  an nual  re p o r t to  th e  

P re s id e n t and  C ongre ss , wh ich  r e s u l t  fro m th e  work o f th e  I n s t i t u t e .

I t  was re p o rt e d  l a s t  year th a t a new p u b li c a ti o n —B uil d in g  Sc ie nce  

D ir e c to ry —w ould be  w e ll  a lo ng d u ri ng  FY 19 81 . I t  is  In te nded  th a t  

t h i s  D ir e c to ry , wh ich w i l l  be  an  im port an t p a r t  o f  th e  I n s t i t u t e 's  

e f f o r t  to  p ro v id e  a r e l i a b l e  sourc e  o f  in fo rm a ti o n  on b u il d in g  s c ie n c e  

an d te ch n o lo g y , w i l l  con ti n u e  to  be ex pa nd ed  in  i t s  co ve ra ge  d u ri ng  

FY 1982; c u r r e n t ly ,  i t  i s  under goin g mar ke t t e s t in g  bec au se  i t  i s  

in te n d ed  to  be  s e lf - s u p p o r ti n g .

Thi s O ff ic e  a ls o  ha s bee n,  and  w i l l  b e , re s p o n s ib le  fo r  th e  I n s t i t u t e 's  

CHEC Prog ram — i . e . ,  th e  prog ram o f  th e  I n s t i t u t e 's  Com mit tee  on  Home 

En erg y C onse rv a ti on—which  w i l l  be  d is c u sse d  in  more  d e t a i l  l a t e r ,  

fo r  m ai nte nan ce  o f th e  I n s t i t u t e 's  re fe re n c e  l i b r a r y ,  and fo r a s s i s t i n g

in  th e  in fo rm a ti o n  ne ed s o f S ta te  and a re a  C ounci ls .
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$2 3, 00 0 has  be en  bu dg et ed  fo r  t h i s  O ff ic e , wh ich w i l l  c o n s t i tu te  

17.3% o f th e  t o t a l  th a t i s  p ro je c te d  to  be  a v a i la b le  fro m a l l  s o u rc e s .

2.  O pera ti ons

Be ca use th e  b a s ic  a d m in is tr a ti v e  c o s ts  o f  th e  I n s t i t u t e ,  in c lu d in g  

th o se  o f th e  o f f ic e s  o f th e  v ic e  p r e s id e n t s ,  i s  co ver ed  un de r "A dm ini ­

s t r a t i o n , "  fu nd s dev ote d to  "O p e ra ti o n s ,"  w het her  in -  o r  o u t- o f -h o u s e , 

a re  e n t i r e ly  d i r e c t  in  th e  se nse  th a t  th ey  su p p o rt  m is si on  a c t i v i t i e s .  

$3 70 ,000  o r 65% o f  th e  re q u e ste d  a p p ro p r ia ti o n  w i l l  be devo te d to  

"O p e ra ti o n s ."

a . C o n su lt a ti v e  C ouncil . As no te d  in  th e  G en er al  S ta te m en t,  member­

sh ip  o f th e  C ounci l re ach ed 800 d u ri n g  FY 19 80 . This  in c lu d e d  some 

333 o rg a n iz a ti o n s , wh ich  re p re s e n t a gr ow th  o f n e a r ly  41% in  th i s  

c a te g o ry . R ep rese n ta ti o n  o f th e  many f a c e t s  o f th e  p u b li c  and  

p r iv a te  s e c to r s  o f th e  housi ng  and b u il d in g  com mun ity has co n ti nued  

to  bro aden . In c re a se s  in  co ns um er  and env ir onm enta l p a r t i c ip a t io n  

ha ve  be en  r e a li z e d  be ca use  o f s p e c ia l  e f f o r t s  made to  en co ura ge 

su ch  p a r t i c ip a t io n ,  in c lu d in g  d e fr a y in g  th e  ex pen se s o f r e p re s e n ta ­

t iv e s  to  a tt e n d  the an nual  m ee ting o f th e  C ounci l and  a s p e c ia l 

consum er  con fe re nce  to  a c q u a in t co nsum er  i n t e r e s t s  gr ou ps  w it h  th e  

m is si on  an d pr og rams o f th e I n s t i t u t e  and to  g e t t h e i r  in p u t to  

I n s t i t u t e  o p e ra ti o n s .

As no te d  e a r l i e r  h e re in , th e  C ou nci l ha s ta ken  s te p s  to  s im p li fy  

i t s  s t r u c tu r e  an d ha s assum ed th e  p r in c ip a l  r e s p o n s ib i l i ty  fo r  th e  

te c h n ic a l prog rams o f th e  I n s t i t u t e .  The th re e  d iv is io n s  th a t  ha ve  

r e s u l te d ,  p a r a l l e l  th e  th re e  p r in c ip a l  fu n c ti o n s  and r e s p o n s ib i l i t i e s  

s e t  fo r th  fo r  th e  I n s t i t u t e  in  i t s  a u th o r iz in g  l e g i s l a t i o n — l . e . ,
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Co des, S ta ndard s an d R eg u la ti ons
Te ch no logy
In fo rm ati o n  Sy ste ms

These d iv is io n s ,  un de r th e  guid an ce  o f th e  N a ti o n a l E xe cu tive 

Co mmittee , now ha ve  th re e  pri m ar y  fu n c ti o n s : (1 ) de ve lo pm en t o f 

s t r a t e g i e s  fo r  ach ie v in g  more e f f e c t iv e  an d e f f i c i e n t  n a ti o n a l 

sy st em s in  t h e i r  re s p e c ti v e  a re a s ,  an d fo r  making in p u t to  th e  

I n s t i t u t e 's  F iv e- Y ea r Pro gra m Pla n  to  t h i s  en d;  (2 ) c a r ry in g -o u t , 

s u b je c t to  Bo ard  o f D ir e c to rs  a p p ro v a l,  th e  te c h n ic a l prog rams and  

p ro je c ts  o f th e  I n s t i t u t e  a ss ig n e d  to  i t  and (3 ) h o ld in g  h e a r in g s  

on an d a d d re ss in g  to p ic a l is s u e s  in  a ti m e ly  manne r fo r th e  pu rp os e 

o f ma kin g reco mmen da tio ns  to  th e  Bo ard.

The p la n n in g  p ro cess  has be en  t r e a te d ,  an d th e  te c h n ic a l pr og rams 

and p ro je c ts  w i l l  be  d esc ri b e d  under  "T ec hn olog y an d Pro gr am s. "

Dur in g FY 19 80 , th e  C o n su lt a ti v e  C ounc il  co nd uc te d a n a ti o n a l h e ari n g  

(c o n fe re n ce) on th e  s u b je c t o f m e tr ic a ti o n . Thi s h e a r in g  was re ­

q u est ed  by  th e  U.S . M et ri c Boa rd , th e  Am eri can N a ti o n a l M et ri c  C ounci l,  

an d th e  N a ti o n a l Bu rea u o f S ta n d a rd s , an d was de si gned to  g iv e bo th  

pro ponen ts  and op po ne nt s th e  o p p o rt u n it y  to  exp re ss  th em se lv es  on 

th e  is su e  o f m e tr ic  convers io n  in  th e  b u il d in g  com munity . At th e  

re q u e s t o f th e  p a r t i c ip a n t s ,  th e  I n s t i t u t e  w i l l  now en dea vor  to  de ­

velo p  a n a ti o n a l co ns en su s on t h i s  im p o rt an t is s u e .

The In s u la t io n  Task Fo rce o f th e  C o u n cil , wh ich  ha s be en  so  e f f e c t iv e  

in  th e  re s o lu ti o n  o f c r i t i c a l  re g u la to ry  prob lems in  t h i s  a re a  and  

wh ich  ha s begun de ve lopm en t o f  a p u b li c -p r iv a te  c o o p era ti v e  n a ti o n a l 

pr og ram to  a d d re ss  i n d u s t r i a l  and m ec han ic al  sy st em s In s u la ti o n  ha s 

be en  re d e s ig n a te d  as  th e  Th erm al I n s u la ti o n  Com ni tte e and  p la ced  un de r 

th e  Te ch no logy  D iv is io n .
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S p e c i f ic a l ly ,  duri ng  FY 19 82 , th e  C o n su lt a ti v e  C oun ci l w i l l :

(1 ) Con tinu e i t s  me mb ers hip  de ve lo pm en t prog ram to  th e  end 

th a t In c re a s in g ly  th e  I n s t i t u t e  w i l l  ha ve  th e  de pt h and 

b re a d th  o f b u il d in g  com munity  re p re s e n ta ti o n  in  i t s  d e l i ­

b e ra ti o n s  ne ed ed  to  a s s u re  th a t  i t s  f in d in g s , c o n c lu s io n s , 

an d re co nm en da tion s ca n t r u ly  be  s a id  to  be  a u th o r i t a t iv e .

( I t  sh ou ld  be  p o in te d  o u t,  ho wev er , th a t  th e  s e r io u s  re ­

c e s s io n  exper ie nce d  by  th e  housi ng  and b u il d in g  in d u s tr y  

has  c o n s tr a in e d , and  ca n be expec te d  to  c o n ti n u e  to  c o n s tr a in , 

th e  grow th  o f me mb ers hip  over th e  n ear te rm . Most b u il d in g  

com munity  o rg a n iz a ti o n s  a re  sm al l and a re  s e r io u s ly  a f f e c te d  

by c y c l ic a l  d e c li n e s  in  p ro d u c ti o n ; th e re fo re , bec au se  th e se  

sm al l o rg a n iz a ti o n s  a re  v i t a l  to  th e  success  o f any pr og ram 

to  improve housi ng and b u il d in g  in  i t s  many d im ensi ons,  th e  

I n s t i t u t e  w i l l  ne ed  to  devo te  re so u rc es  to  ach ie v in g  th e  d e s ir e d  

e x p a n s io n .)

(2 ) Ach iev e smooth fu n c ti o n in g  o f i t s  th re e  me mb ers hip  d iv is io n s

in  c a r ry in g -o u t t h e i r  p la n n in g  and  o p e ra ti o n s  r e s p o n s i b i l i t i e s .

(3 ) Pro vid e c o n ti n u in g  a s s is ta n c e  to  S ta te  and a re a  gr ou ps  th a t 

w is h to  form  c o u n te rp a r t c o u n c il s  (c h a p te rs )  and becom e a two- 

way l in k  w ith  th e  I n s t i t u t e  an d ad d re ss  S ta te  an d lo c a l  is su e s  

wh ere  th e  v a s t m a jo ri ty  o f b u il d in g  re g u la to ry  d e c is io n s  a re  

made and im pl em en ted.

(4 ) P ro v id e  me mbership  s e r v ic e s , in c lu d in g  B u il d in g  S c ie n c e s , in f o r ­

m at io n  and  d a ta , and th e  Annual M ee tin g.
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(5 ) Co nduct  h e a ri n g s  on c r i t i c a l  is s u e s  b e fo re  th e  I n s t i t u t e .

Fo r th e se  pu rp o ses,  $1 00 ,00 0 o f th e  a p p ro p ri a te d  fu nd s ha s be en  

budgete d . This  re p re s e n ts  36Z o f th e  t o t a l  a n t ic ip a te d  Cou nc il  

bu dg et  fro m a l l  so u rc e s .

b . Te ch no logy  and Pr og ra m s. As note d  e a r l i e r ,  much o f th e  re s p o n s i­

b i l i t y  fo r  th e  ex ec u ti o n  o f th e  m is si on  pr og rams o f th e  I n s t i t u t e  

have be en  t r a n s f e r r e d  to  th e  C o n su lt a ti v e  C ounci l.  This  means th a t 

th e  C ounci l N a ti o n a l Exec utive Comm itte e a ss ig n s  pr og rams and p ro ­

j e c t s  to  th e  a p p ro p r ia te  Cou nc il  d iv is io n . The  d iv is io n  in  tu rn  

p u ts  o u t a c a l l  fo r  v o lu n te e rs  w it h in  th e  me mb ers hip  o f th e  C ou nc il  

to  se rv e  on  a p ro je c t co m m itt ee . From th e se  v o lu n te e rs , th e  D iv i­

s io n  Management Board  s e le c ts  a s te e r in g  co mmitt ee  th a t i s  ba la nce d  

in  i t s  re p re s e n ta ti o n  and  ha s th e  ne ed ed  e x p e r t i s e .  The S te e ri n g  

Comm ittee th en  m a in ta in s  c o n ta c t w it h  th e  f u l l  Committee fo r in p u t 

and re v ie w , ap p o in ts  su bc om m itt ee s as  ne ed ed  to  p ro v id e dept h o f 

e x p e r t i s e ,  and  o th e rw is e  guid es th e  p r o je c t .  I t  i s  im port an t to  no te  

th a t  th e  d iv is io n  i s  ch ar ge d w ith  goin g o u ts id e  th e  me mb ership  of  

th e  C oun ci l fo r  s te e r in g  co mmittee  and su bc om m itt ee  members when 

ba la nce  and  e x p e r ti s e  ca nnot o th e rw is e  be ach ie v ed .

The I n s t i t u t e  p ro v id es  th e  p ro fe s s io n a l s t a f f ,  an d th a t  s t a f f  manag es 

a l l  c o n tr a c t work th a t i s  ne ed ed  to  c a r ry -o u t th e  gi ve n ta s k ( s ) .

The p ro d u c ts  o f th e  Cou nc il a re  s u b je c t to  o v e rs ig h t by th e  Board  o f 

D ir e c to rs , and i t s  p ro ducts  mu st be  re vie w ed  and  ap pr ov ed  by  th e  

Board  as  p ro d u c ts  o f th e  I n s t i t u t e .

The fo ll o w in g  p ro je c ts  a re  in  p ro g re s s , u t i l i z i n g  a p p ro p ri a te d

fu n d s :
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(1 ) Fol lo w-o n work co f u l l y  doc um ent F edera l re g u la ti o n s  im­

p a c ti n g  th e  housi ng and  b u il d in g  commun ity and  a s s e ss  th e  

r e l a t i v e  im po rt an ce  o f th o se  im pac ts  (s ee  F ig s . 4 and  5 fo r  a 

ta b le  o f th ese  re g u la to ry  i n t e r s e c t s ) .

(2 ) Fo llo w-o n work to  id e n t i f y  and  a s s e s s  F edera l r e g u la to ry  over­

la p s , d u p li c a ti o n s , c o n f l i c t s ,  gaps,  e tc .  S im il a r ly , r e l a ­

ti o n s h ip s  be tw een F ed era l re g u la ti o n s  and S ta te  and lo c a l  re gu ­

l a t io n s  w i l l  be exp lo re d  in  th re e  d i f f e r e n t  l o c a l i t i e s .

(3 ) De velop me nt an d p re li m in a ry  t e s t i n g  o f  a r e l i a b l e  and a c c e p ta b le  

me tho d fo r th e  co nd uc t o f c o s t / b e n e f i t  a n a ly se s  o f r e g u la ti o n s  

in  r e l a t i o n  to  r i s k  ex posu re .

(4 ) A n a ly si s  o f an  EPA s tu dy  o f th e  im pa ct  o f env ir onm enta l re g u la ­

ti o n s  on  housi ng .

(5) Doc um en ta tio n and ass ess m ent o f m a te r ia ls  and  p ro d u c ts  c e r t i f i ­

c a ti o n  and accep ta nce  sy st em s and p r a c t ic e s .

(6 ) In v e s ti g a ti o n  o f an  e f f e c t iv e  means  fo r  te chnolo gy p r e q u a l i f i ­

c a ti o n  fo r  co m pl ia nc e w it h  per fo rm an ce  s ta n d a rd s .

(7 ) I n i t i a l  work to  e s t a b l i s h  a g lo s sa ry  o f b u il d in g  sc ie n c e  and  

te chnolo gy te rm s to  f a c i l i t a t e  co m m un ic at io ns , and  a sy st em  

fo r  c la s s i f y in g  s ta n d a rd s  by end u se .

(8 ) P a r t i a l  su p p o rt , w ith  o th e r  p u b li c  and  p r iv a te  o rg a n iz a ti o n s , 

o f a b u il d in g  te chnolo gy In fo rm a ti o n  wo rksh op .
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In  FY 19 82 , I t  i s  a n ti c ip a te d  th a t th e  I n s t i t u t e 's  c o s t /b e n e f i t  

a n a ly s is  me tho d w il l ha ve  be en  p re te s te d  and can  be p u b li sh ed  and  

i t s  a p p li c a ti o n  m onitore d . Dur in g FY 19 82 , a pr og ram w i l l  be  put 

in  p la c e  to  co n ti n u o u s ly  m onitor new i n i t i a t i v e s  in  th e  a re a  o f 

F ed e ra l r e g u la ti o n s  im pacting  th e  c o s t and va lu e  o f ho us in g and 

b u il d in g . F u r th e r , work w i l l  be un de rw ay : to  doc um ent th e  

per fo rm an ce  o b je c ti v e s  o f s e le c te d  housi ng  and b u il d in g  r e g u la ti o n s ; 

to  p ro v id e  gu id an ce  in  a c h ie v in g  c o n s is te n c y  among r e g u la ti o n s , ba se d on 

pe rf orm an ce  le v e ls ;  to  recommend an  im prov ed  m a te r ia ls  and p ro duc ts  

p r e q u a l i f ic a t io n  and  acc ep ta nce  sy st em ; an d to  i n i t i a t e  im prov em en ts 

in  b u il d in g  sc ie n c e  an d te chno lo gy  co mmun icat ions  w it h in  th e  b u il d in g  

com mu nity.

Fo r th e se  ta s k s ,  $2 70 ,000  o f th e  a p p ro p r ia te d  fu nd s ha s be en  bu dg et ed ; 

$1 84 ,000  in  th e  Co des, S ta n d a rd s , and  R eg u la ti ons  a re a , $5 0,00 0 in  

Te ch no lo gy , and  $36,0 00  in  In fo rm ati o n  Sy stem s.  The $2 70 ,000  re p re s e n ts  

6. 4Z  o f th e  t o t a l  a n ti c ip a te d  Tec hn olog y and  Prog ram s bu dg et  fro m a l l

so u rc e s .

Fee Income an d G en er al  Su pp or t

1. A d m in is tr a ti o n

The same fu n c ti o n s  as  note d  un der  A p pro p ri a te d  Funds a re  pe rfor m ed  w ith  

th e  p ro p o r ti o n a te  sh are  o f income fro m th e se  so u rc es . Howev er, g en e ra l 

su p p o rt  g ra n ts — as  note d e a r l i e r ,  on ly  th e  Dep ar tm en t o f En erg y among 

th e  F ed era l ag en c ie s  ha s p ro v id ed  su ch  su p p o rt  to  d a te —w il l be de vo te d 

e x c lu s iv e ly  to  a d m in is tr a ti o n  a t  t h i s  tim e. O th er  fu nd s shown in  F ig . 2 

fo r  a d m in is tr a ti v e  ex pe ns es  w i l l  be  d e ri v e d  fro m an  ov er he ad  o f  35 Z on
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o p e ra tl o n s , and  from th e  s a le  o f  p u b li c a ti o n s  un der  In fo rm a ti o n  S e rv ic e s .

I t  is  a ls o  a n ti c ip a te d  th a t some fu ndin g w i l l  be gen era te d  by th e  O ff ic e  

o f Pro gra m P la nn in g  fo r pr og ram dev el op m en t.

A t o t a l  o f $2 91 ,000  i s  a n t ic ip a te d  fo r  th e se  so u rc es .

2 . O pera ti ons

a . C o n su lt a ti v e  C ouncil . A t o t a l  o f $1 69 ,000  i s  a n t ic ip a te d  in  fe e  In ­

come fro m dues  and  o th e r  me mb ersh ip a c t i v i t i e s  o f th e  C oun ci l in

FY 19 82 , wh ich  w il l p ro v id e  $1 25 ,000  fo r O pera ti ons and  $4 4,00 0 fo r 

a d m in is tr a ti o n . As no te d  e a r l i e r ,  ho wev er , t h i s  sum may be  r e a l iz a b le  

on ly  i f  th e re  i s  a re covery  fro m th e  c u rre n t re c e s s io n  in  th e  b u il d in g  

in d u s tr y  by th e  1982 f i s c a l  y e a r .

I t  i s  a n t ic ip a te d  th a t th e  An nual M ee tin g and s p e c ia lt y  co n fe re n ces  

w i l l  g e n e ra te  fu ndin g on a c o s t- re c o v e ry  b a s is —e . g . , con se ns us  devel op­

ment work  in  co nnec ti on  w it h  th e  is s u e  o f m e tr ic  c o n v e rs io n , and work­

sh op s and con fe re nces  in  c o n ju n c ti o n  w ith  v a ri o u s  r e s u l t s  o f  th e  I n s t i t u t e 's  

te c h n ic a l s tu d ie s .

b . Te ch no lo gy  and Pr og ra m s. Fu nd ing th a t  i s  so ug ht and  o b ta in e d  fo r  su p­

p o rt  o f th e  b a s ic  m is si on  a c t i v i t i e s  o f th e  I n s t i t u t e  a re  c l a s s i f i e d  

un der  Fee Income and G en er al  S upport . In c lu ded  a re  fu nd s th a t  w i l l  be 

o b ta in ed  th ro ugh  fe es  and  g ra n ts  (o r  c o n tr a c ts )  fo r g e n e ra l su p p o rt  o f 

th e  B u il d in g  Sei sm ic  S a fe ty  C ounc il  and th e  m is si on  s tu d ie s  o u tl in e d  

un der  a p p ro p ri a te d  fu nd s ab ove.  Fo r ex am pl e,  a d d it io n a l p u b li c  an d 

p r iv a te  su p p o rt  was o b ta in e d  fo r  su p p o rt  o f th e  Te ch no logy  In fo rm a ti o n  

Workshop  d u ri n g  FY 1981— i . e . ,  over and above th ose  a p p ro p ri a te d  fu nd s 

us ed  by th e  I n s t i t u t e .  Dur in g FY 19 80 , s u b s ta n t i a l  fu nd s were r a is e d  

from th e  p u b li c  and  p r iv a te  s e c to r s  to  su p p o rt  th e  I n s t i t u t e 's  CHEC
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(Home En ergy  C onse rv a ti on) pr og ram wh ich won a P r e s id e n t ia l  en er gy  

e f f ic ie n c y  aw ard  in  FY 19 80 , and s im i la r  e f f o r t s  a re  expec te d  in

FY 1981 and FY 1982 .

Funds  a n t ic ip a te d  to  be  ra is e d  fo r th e se  purp ose s a re  p ro je c te d  a t 

$38 7, 00 0,  $2 87 ,000  o f wh ich w il l be fo r o p e ra ti o n s  and $1 00 ,000  o r

35% fo r a d m in is tr a ti o n .

S erv ic e  G ra nt s and C o n tr a c ts

S erv ic e  g ra n t an d c o n tr a c t a c t i v i t y  ha s becom e an  in c re a s in g ly  la rg e  p ro ­

p o rt io n  o f th e  t o t a l  bud ge t o f th e  I n s t i t u t e .  Mos t o f t h i s  work i s  in  re sp onse  

to  re q u e s ts  fro m F ed era l a g en c ie s  fo r a d v is o ry  s e r v ic e s ,  re se a rc h  and  te c h n ic a l 

s tu d ie s , and  te c h n ic a l man agem ent s e r v ic e s , a num ber  o f wh ich stem  fro m Con­

g re s s io n a l a c t io n s .  G ra nt s fro m th e  p r iv a te  s e c to r  a ls o  a re  acc ep te d  bu t on ly  

where  th e  s e rv ic e  i s  in  th e  br oa d p u b li c  i n t e r e s t — i . e . ,  th e  I n s t i t u t e  w il l 

no t accep t fu nd s from th e  p r iv a te  s e c to r  fo r  p ro p r ie ta r y  s e r v ic e s .

1. A d m in is tr a ti o n

As note d  e a r l i e r ,  th e  I n s t i t u t e  a s s e ss e s  a 35% over hea d on in -h ouse  s e r v ic e s  

and  n e g o ti a te s  over hea d r a te s  w it h  F edera l a g en c ie s  to  se ek  to  m a in ta in  t h i s  

same ap pro xim at e p e rc en ta g e  when j u s t i f i e d  by an  a u d it e d  r a te .  As a g e n e ra l 

ru le  th e  ove rh ea d i s  59% on in -h ouse  work an d 10% on s u b c o n tr a c ts . C onsi s­

te n t w ith  th e  a u th o r iz in g  l e g i s la t i o n  th a t  enco ura ges th e  I n s t i t u t e  to  u t i l i z e  

th e  s e rv ic e s  of e x is t in g  o rg a n iz a ti o n s  to  th e  maximum e x te n t p o s s ib le , th e  

I n s t i t u t e  c u r r e n t ly  c o n tr a c ts  fo r as  h ig h  as 80% on some p r o je c ts ,  th us th e  

a c tu a l r a te  more  l i k e ly  ca n be on th e  o rd e r o f 20-22%.

$8 52 ,00 0 i s  p ro je c te d  as ov er he ad  from th e se  so u rc es  fo r  FY 198 2.
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2.  O pera ti ons

a . C o n su lt a ti v e  C ouncil . Only $6 8,00 0 I s  p ro je c te d  fo r  g ra n t an d con ­

t r a c t  a c t i v i t y  d i r e c t l y  r e la te d  to  th e  C ouncil , $5 0,00 0 o f wh ich  

w i l l  be fo r  d i r e c t  o p e ra ti o n s . I t  i s  no t p o s s ib le  to  p re d ic t th e  

s p e c i f i c  a c t i v i t y  th a t  w il l g e n e ra te  t h i s  inc om e; ho wev er , i t  i s  

l ik e ly  to  be fo r a c t i v i t i e s  a s s o c ia te d  w ith  th e  d iv is io n s ,  su ch  as  

c o n fe re n ce s , w or ks ho ps , and sy mpo sia s im i la r  to  th e  m e tr ic a ti o n  p r o je c t .

b.  Te ch no logy  and Pro gr am s.  As no te d  e a r l i e r ,  a lt h o u g h  th e  C o n su lt a ti v e  

C ou nc il  now has  r e s p o n s ib i l i ty  fo r  th e  co nduct  o f  th e se  a c t i v i t i e s ,  

th e  I n s t i t u t e  t r e a t s  the m as a s e rv ic e  fu n c ti o n  in  th e  c o n te x t o f i t s  

te chnolo gy a c t i v i t i e s .

C u rre n tl y , th e  I n s t i t u t e  i s  p ro v id in g  a m aj or  re s e a rc h  man agement 

fu n c ti o n  fo r th e  Dep ar tm en t o f En ergy  in  c o n ju n c ti o n  w ith  th e  B u il d in g  

En erg y Pe rf or m an ce  S ta n d a rd s . Much o f t h i s  work i s  in  re sp onse  to  

C ongre ss io na l l e g i s l a t i o n  an d may w e ll  be  la rg e ly  co m pl et ed  d u ri ng  

FY 1981 . H e v e th e le ss , w het her  th e  s ta n d a rd s , on ce  devel oped , a re  made 

m an da to ry  o r v o lu n ta ry  by th e  C ongre ss , i t  i s  l ik e ly  th a t  some work  

w i l l  con ti nue  in  m o n it o ri ng  im p le m enta ti on  o f th e  s ta n d a rd s  o r t h e i r  

e q u iv a le n t a t  th e  S ta te  l e v e l .

The I n s t i t u t e  i s  perf o rm in g  th re e  a c t i v i t i e s  fo r  th e  Dep ar tm en t o f 

Ho us ing and  Urban Dev elop men t: (1 ) M ob ile  Home C o n str u c ti o n  S a fe ty  

S ta n d a rd s ; (2 ) R e h a b il it a ti o n  G u id e li n e s ; and (3 ) th e  co nd uc t o f  th e  

f i r s t  o f wh at i s  hoped w i l l  become a new an nual  s e r i e s  o f housi ng  

te chnol ogy  c o n fe re n ce s .

C onsi dera b le  work ha s be en  co m pl et ed  in  t h i s  ca te g o ry  d u ri n g  FY 1980 

and 1 9 8 1 - -e .g .,  p o r ti o n s  o f th e  8EPS prog ram fo r  DOE; a s tu dy  o f th e
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pr opos ed  HUD R e s id e n ti a l En ergy  E f f ic ie n c y  S ta n d ard s; a s tu dy  o f 

pr ob lems a s s o c ia te d  w it h  th e  a d m in is tr a ti o n  o f b u il d in g  re g u la ti o n s

a t th e  S ta te  and  lo c a l le v e ls .

I t  i s  a n ti c ip a te d  th a t th e  I n s t i t u t e  w il l c o n ti n u e  to  be  as ke d to  

p ro v id e  ad vic e  and a s s is ta n c e  on te c h n ic a l m a tt e rs . Fo r ex am pl e,  

as a co ns eq ue nc e o f i t s  ne wl y la unch ed  prog ram to  an a ly ze  F ed era l 

re g u la ti o n s  fo r s e le c t iv e  e li m in a ti o n  o r m o d if ic a ti o n , i t  ca n be 

expec te d  th a t c o n s id e ra b le  a n a l y t i c a l  work w i l l  be  re q u e s te d . As a l ­

re ad y n o te d , th e  I n s t i t u t e ,  in  re sp o n se  to  re q u e s ts  fro m a num ber  o f 

s o u rc e s , in te n d s  to  make i t s  s e rv ic e s  a v a i la b le  to  ad d re ss  la n d  de ­

ve lo pm en t and  env ir onm enta l re g u la ti o n s  im pacting  housi ng  and b u il d in g . 

F u r th e r , bec au se  th e  I n s t i t u t e  i s  devel op in g  an  en er gy  c o n se rv a ti o n  

s t r a te g y  fo r d e a li n g  w it h  th eh u g e  e x is t in g  housi ng  and b u il d in g  in ­

v e n to ry , im pl em en ta ti on  ta sk s  can be expec te d .

As a co ns eq ue nc e o f th e  I n s t i t u t e 's  o th e r  b a s ic  m is si on  s tu d ie s —e .g . ,  

in  th e  a re as  o f p r e q u a l i f i c a t io n ,  c e r t i f i c a t i o n ,  c o s t / b e n e f i t  a n a ly se s , 

and re g u la to ry  a n a ly s is — fo ll ow -o n  re q u e s ts  a re  a re aso n ab le  e x p e c ta ti o n  

F urt her m ore , i t  i s  a n ti c ip a te d  t h a t  th e  B u il d in g  Sei sm ic  S a fe ty  Cou nc il  

w i l l  be  su pport ed  by th e  F edera l Emergen cy Management Agency to  manage 

th e  co nd uc t o f t r i a l  d esi g n s  unde r th e  Ear th qu ak e Haz ard R ed uc tion  Pr o­

gram  c it e d  e a r l i e r  h e re in , th a t could  ex te nd  w e ll  in to  FY 1982.

$3,6 55,0 00 ha s be en  p r o j e c t e d f o r  o p e ra ti o n s  in  th e  re g u la to ry  a re a  and 

$2 7,00 0 in  th e  In fo rm a ti o n  sy stem  a re a , fo r a t o t a l  o f $3 ,5 82 ,0 00 . At 

an  ap pr ox im at e 225! over hea d r a t e ,  t h i s  would  c o n tr ib u te  $8 10 ,000  to

a d m in is tr a ti v e  expen se s.
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P u b ll c  S erv ic e

The I n s t i t u t e ,  as p a r t o f i t s  o v e ra l l  p u b li c  r e s p o n s ib i l i ty ,  has a s s is te d  

in  a wide  v a r ie ty  o f un fu nd ed  a c t i v i t i e s — e .g . :

•  F u r th e r a s s is ta n c e  to  th e  G en er al  A cc ou nt in g O ff ic e  on  v a ri o u s  

o f i t s  te c h n ic a l s tu d ie s .

•  A ss is ta n ce  to  th e  F ed era l Tr ad e Comm ission w ith  i t s  s tu d y  o f 

le g a l a sp e c ts  o f b u il d in g  code  a d m in is tr a ti o n .

•  E v a lu a ti o n  o f th e  B u il d in g  En ergy  Pe rf or m an ce  S ta n d ard s  and t e s t i ­

mony be fo re  Co ng re ss  on th a t  pr og ram .

•  The p re v io u s ly  no te d  a s s is ta n c e  to  th e  U.S . M et ri c  Boa rd , Am eri can 

N a ti o n a l M et ri c  C ouncil , and  N a ti o n a l Bureau o f S ta n d ard s  on m e tr ic  

c onvers io n  in  th e  b u il d in g  com mu nity.

•  Commentary to  th e  Dep ar tm en t o f Commerce on F e d era l I n te r a c t io n  w ith

V olu nta ry  S ta ndard s B odie s.

Sum mat ion

The Con gr es s ha s as ke d th e  I n s t i t u t e  to  become f in a n c ia l ly  s e l f - s u s ta in in g  

by  FY 1983 ; th e re fo re , t h i s  a p p ro p r ia ti o n  re q u e s t i s  th e  l a s t  th a t  w i l l  be 

made by th e  I n s t i t u t e .  This  ta sk  ha s be en  d i f f i c u l t  bec au se  OMB dete rm in ed 

th a t  th e  I n s t i t u t e  could  no t re q u e s t th e  f u l l  $10 m il li o n  a u th o ri z e d  by th e  

Co ng re ss  fo r th e  5 -y ea r p e ri o d  FY 1978 th ro ugh FY 1982. In deed , OMB s e t  a 

sc hedu le  in  th e  th i r d  y e a r th a t  c a l le d  fo r  a d e c li n in g  a p p ro p r ia ti o n  fo r  th e  

I n s t i t u t e  beg in n in g  a t  $7 50 ,000  and d ro ppin g th ro ugh $6 25 ,000  to  th e  p re s e n tl y  

re q u e ste d  $5 00 ,0 00 . The co ns eq ue nc e o f  t h i s  a c t io n  has  be en  th e  ne ed  to  d ra s ­

t i c a l l y  a l t e r ,  and to  c o n ti n u e  to  a l t e r ,  th e  p la n s  fo r develo p in g  th e  I n s t i t u t e  

and ma kin g i t  s e l f - s u f f i c i e n t  a t  a sound o p e ra ti n g  le v e l.
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Alth ou gh  th e  I n s t i t u t e  ha s not be en  a b le  to  o f f e r  th e  s e rv ic e s  as p la nne d 

an d i s  h e a v il y  de pe nd en t upon s e rv ic e  g ra n t an d c o n tr a c t re q u e s ts , i t  ha s 

be en  a b le  to  p ro v id e  a s ig n i f i c a n t  v e h ic le  fo r  a d d re ss in g  th e  ever more 

p re s s in g  ne ed  to  examine  and  e v a lu a te  r e g u la ti o n s  and re g u la to ry  p ro cess es  

in  th e  housi ng  an d b u il d in g  co ra nu ni ty .

F ig . 6 su mmar izes  th e  d a ta  shown in  F ig . 2 by "S ourc es  o f Inco me an d Exp en­

d i tu r e s ."  In  th e  cas e  o f e x p e n d it u re s , th e  F ed era l o b je c t c la s s e s  a re  us ed  

exce p t fo r  "P ro gram  Im ple m en ta ti on  an d C o n tr a c t/ G ra n t Perf o rm ance ."  T h is  

l a t t e r  o b je c t c la s s  has  be en  in tr o d u ce d  to  in d ic a te  th o se  fu nd s t h a t  a re

dev ote d  to  o th e r  th an  core  a c t i v i t i e s .

F ig . 7 show s a c tu a l and e s ti m a te d  e x p e n d it u re s  by F edera l o b je c t c la s s e s ,  

o f th e  re q u e ste d  a p p ro p ri a te d  fu nd s o n ly . The la rg e  "O th er  S e rv ic e s"  it em  

i s  due  to  th e  f a c t  th a t  th e re  i s  no o th e r  o b je c t c la s s  un de r wh ich  "c o n tr a c te d

o u t"  m is si on  a c t i v i t i e s  can be shown.

F in a ll y , th e  s a la ry  o f th e  P re s id e n t has  no t be en  in c re a se d  s in c e  i t  was 

lo w er ed  in  FY 19 79 , and th e  s a l a r i e s  o f th e  v ic e  p re s id e n ts  ha ve  n o t be en  in ­

c re ased  over th o se  th a t  were s e t  a t  th e  tim e o f t h e i r  h i r in g  in  FY 19 78 .
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FY 82

PROJECTED OPERATING BUDGET 
( d o l l a r s  in  th o u s a n d s )

FY 80 
A c tu a l

FY 81 
E s t.

FY 82 
E s t.

SOURCES OF INCOME

1 . A p p ro p r ia te d  C a p i ta l  Fu nd s 750 613 500
2 . Fe e Inco me an d G en e ra l S u p p o rt 375 55 4 703
3 . S e r v ic e  G r a n t/ C o n tr a c t 3206 44 19 4584

EXPENDITURES

1 1 .8  P e r s o n n e l C o m pensa ti on : S p e c ia l

4 ,3 3 1

595

5 ,5 8 6

59 5

5 ,7 8 7

650P e r s o n n e l s e r v i c e s  paym ents

1 2 .1  P e r s o n n e l B e n e f i t s :  C iv i l i a n 212 212 227
2 1 .0  T ra v e l an d t r a n s p o r t a t i o n  o f  p e r s o n s 231 18 1 180
2 3 .2  C om m un ic a ti ons , u t i l i t i e s ,  an d o th e r  r e n t 26 8 162 204
2 4 .0  P r i n t i n g  an d r e p r o d u c t io n 180 80 80
2 5 .0  O th e r  s e r v ic e s 562 370 300
2 6 .0  S u p p li e s  an d m a te r i a l s 51 59 60
3 1 .0  Equ ip m en t 80 35 40
------- P ro gra m  Im p le m e n ta ti o n  &

G r a n t/ C o n tr a c t P erf o rm an c e 20 87 3892 4046
9 9 .0  T o ta l  o b l i g a t i o n 4 ,2 6 6 5 ,5 86 5 ,7 8 7

F ig . 6

74-315 0 —81----- 9
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NATIONAL INSTITUTE OF BUILDING SCIENCES

FY 82 BUDGET OBJECT CLASSIFICATIONS

OBJECT CLASSIFICATION ( i n  th o u s a n d s  o f  d o l l a r s )

I d e n t i f i c a t i o n  co de 2 0 -1 8 0 6 -0 -1 -3 7 6
19 78

A c tu a l
1979

A c tu a l
198 0

A c tu a l
19 81
E s t.

1982
E s t .

1 1 .8 P e rs o n n e l c o m p e n sa ti o n : s p e c i a l  
P e rs o n a l s e r v i c e s  pay m en ts  . . . .

225 235 194 155 100

1 2 .1 P e rs o n n e l b e n e f i t s :  C i v i l i a n  . . 56 58 52 42 35

2 1 .0 T ra v e l an d t r a n s p o r t a t i o n  o f  
p e rs o n s  .....................................................

91 65 72 60 28

2 3 .2 C om m unic ati ons,  u t i l i t e s ,  an d 
o th e r  r e n t  ..............................................

94 69 76 63 30

2 4 .0 P r in t i n g  an d r e p r o d u c t io n  ............ 35 43 47 39 10

2 5 .0 O th e r  s e r v i c e s  ....................................... 437 250 276 229 287

2 6 .0 S u p p li e s  an d m a te r i a l s  ................... 16 17 19 15 5

31 .0 Equ ip m en t ................................................... 46 13 14 10 5

9 9 .0 T o ta l  O b l ig a t io n s  ............ 1 ,0 0 0 750 750 61 3 500

F ig . 7
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National Institute of 
BUILDING SCIENCES
1015 Fifteenth S I N W 
Suite 70 0
Washington. O.C. 20 00 5  
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Ja nu ary  15 , 1981

BUILDING REGULATION

Time fo r  a New D ir e c ti o n

The a b i l i t y  to  p ro v id e  q u a l i ty  housi ng  a t  p r ic e s  th a t  Amer ican s ca n 
a f fo rd  i s  bei ng  cha ll en g ed  as n ever b e fo re ; so  a ls o  i s  th e  a b i l i t y  to  p ro v id e  q u a l i ty  b u il d in g s  to  s u s ta in  th e  n a t i o n 's  b u s in e s s , in ­
s t i t u t i o n a l  and  r e c r e a t io n a l  ne ed s w it h o u t in f la t io n a r y  c o s ts  to  th e  u se r  and  co ns um er . I t  i s  a p p a re n t th a t  th e re  mu st be d ra m ati c  ch an ge  in  th e r e g u la to ry  en vi ro nm en t w it h in  which  th e  b u il d in g  com munity fu n c ti o n s  i f  th e se  ch a ll e n g e s  a re  to  be m et .

The N a ti o n a l I n s t i t u t e  o f B u il d in g  S c ie n ces— in  re sp onse  to  i t s  Con­
g re s s io n a l  ch ar ge ha s ex p lo re d  t h i s  r e g u la to ry  en vi ro nm en t and  ha s fo un d a m u l t i p l i c i t y  o f r e g u la to r s  an d re g u la t io n s  whi ch  a re  gr ow ing v i r t u a l l y  o u t o f c o n tro l . In  r e c e n t y e a r s , a wh ole new a r ra y  o f re gu­la to r y  a g e n c ie s  ha s sp ru ng in to  e x is te n c e — EPA, OSHA, CPSC, DOE, th e  
A r c h i te c tu ra l  and  T ra n s p o rta ti o n  B a r r ie r s  Co mplian ce  Board  (ATBCB), and mor e to  sa y n o th in g  o f a l ik e  p r o l i f e r a t i o n  a t  th e S ta te  and  lo c a l  le v e ls  of go ve rn m en t. Wi th i n s u f f i c i e n t  a t t e n t io n  to  c o s t /  
b e n e f i t  r e la t io n s h ip s  o r co nse nsu s o f  th e gover ned , c r e a t i v i t y ,  p r o d u c t iv it y  and grow th  a re  bei ng  s t i f l e d .

The I n s t i t u t e  ha s co ncl ude d th a t  th e pendu lum  toward re g u la to ry  s o lu ­t io n s  has  swung to o f a r ,  and th a t  im m ed ia te  a c t io n  i s  c a l le d  fo r  to  
re v e rse  th i s  tr e n d , e s p e c ia l ly  in  housi ng  m a t te r s . M or eo ve r,  lo ng  ra nge a c t io n  i s  ne ed ed  to  s e t  th e  n a ti o n  upo n a new co u rs e  fo r  d e t e r ­min ing wh at sh ould  be re g u la te d  and  how ne ed ed  r e g u la t io n  i s  to  be 
acc om pli sh ed . Th ese  a c t io n s  a re  b e li e v e d  to  be  a b s o lu te ly  v i t a l  to  r e s to r in g  th e  h e a lt h  of  th e  housi ng and  b u il d in g  com munity so  th a t  i t  
ca n ge t on w it h  th e jo b  o f s a t i s f y in g  th e n a t i o n 's  housi ng  and  b u il d in g  needs.

To ac co m pli sh  th ese  two o b je c t iv e s , th e  I n s t i t u t e  recom mends :

o A on e—year m or at orium  on  a l l  new F ed e ra l r e g u la to rv  
i n i t i a t i v e s  th a t  w i l l  f u r th e r  c o n s tr a in  th e  ho usi ng  and  b u il d in g  comm unity :

o Exa m inat io n o f th e  f u l l  ra ng e o f go ve rnmen t r e g u la ti o n s  
and  r e g u la to ry  p ro c e sse s  im pac ti ng  b u il d in g  d u ri n g  th i s  
m or ator ium——w it h  br oa d in p u t fro m th e p u b li c  and  p r iv a te  
s e c to rs  o f th e  b u il d in g  comm unity , in c lu d in g  co ns um er s— so as to :
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— c le a r ly  id e n t i fy  o v e r la p s  and  in c o n s is te n c ie s , 
c o s t /b e n e f i t  im b a la n ces , and  o th e r  f a c to r s  
which  n e e d le s s ly  im p a ir  th e  e f f ic ie n c y  of 
b u il d in g  and  le nd th em se lv es to  p r a c t i c a l  
and s e le c t iv e  e li m in a t io n  or  m o d if ic a ti o n ; 
and

— dev el op s p e c i f ic  re co m m en da tion s fo r  im med ia te  
a c ti o n s  to  be ta k e n , an d a s t r a te g y  fo r  a c h ie v ­
in g  t h e i r  im p le m en ta ti on .

o C o n c u rr e n tl y ,— a ls o  w it h  br oa d in p u t fro m th e  b u il d in g  
com munity — a c ti o n  to  b r in g  f o r th  a co m pr eh en sive  s e t  o f 
p ro p o sa ls  fo r  fo ll o w -o n  im prov em en ts in  th e  housi ng and  
b u il d in g  re g u la to ry  p ro c e ss  th a t  ca n be s u b je c te d  to  
f u l l  and open p u b li c  d eb a te  and  r e s u l t  in  th e  co nse nsu s 
ne ed ed  to  s e t  th a t  p ro c e ss  in  m otion .

Th ere i s  am ple  re aso n  to  co nc lu de  th a t  su ch  a c t io n  i s  n ec e ssa ry ; fo r  ex am pl e:

o When s e v e ra l d i f f e r e n t  F e d e ra l ag en c ie s  se ek  to  
r e g u la te  o r  s e t  re q u ir em en ts  in  th e  same a re a — 
p a r t i c u l a r ly  when S ta te  and  lo c a l  go ve rn men ts 
a re  a c t iv e  in  th e  same a re a — th e  r e s u l t  ca n on ly  
be co n fu si o n  and l o s t  e f f i c i e n c y .  C urr en t a c ti o n s  
by a num ber  of  F ed e ra l a g en c ie s  to  s e t  s ta n d a rd s  
fo r  housi ng  and b u il d in g  a c c e s s ib i l i t y  fo r  th e 
hand ic ap ped , a re  a case  in  p o in t .

o Where r e g u la ti o n s  c o n f l i c t  be ca us e a number of  
ag en c ie s  have  add re ss ed  d i f f e r e n t  a s p e c ts  o f th e 
same is s u e  w it hou t c o o rd in a ti n g  w it h  one a n o th e r , 
co m plian ce  ca n be  im p o ss ib le . For ex am pl e,  in  th e 
ca se  o f pan ic  har dw ar e,  wh ere one  ag en cy  se ek s to  
p ro v id e  fo r  s e c u r i ty , an o th e r  fo r  e x i t  in  em erg en­
c i e s ,  and y e t a n o th e r f o r  o p e r a b i l i ty  by th e  
han d ic ap ped , th e  r e s u l t  ca n be th a t  n e i th e r  manu­
f a c tu r e r s  no r d e s ig n e rs  ca n com ply  w it h  a l l  th r e e .

o Where re g u la t io n s  a d d re ss  i l l - d e f in e d  o r unsu b sta n ­
t i a t e d  ne ed s a t  an  und et er m in ed  c o s t ,  both  th e in ­
d iv id u a l  and  so c ie ty  ca n be  th e  l o s e r .  Suc h can 
w e ll  be  th e  ca se  when a f t e r  a n a tu r a l  o r man-made 
d i s a s t e r — fo r  ex am pl e,  a m aj or  f i r e ,  f lo o d , h u r r ic a n e , 
o r  ea rt h q u ak e— th e re  i s  a ru sh  to  in c re a se  p ro te c ­
t io n  w it h o u t a c le a r  v is io n  o f th e  b e n e f i t s  th a t 
w i l l  acc ru e  and a t  wh at c o s t s .

o Where re g u la to ry  p ro cesses  im pose le n g th y  tim e de­
la y s  in  p ro je c t  dev el opm en t,  th o se  d e la y s  a re  t r a n s ­
la te d  in to  c o s ts  th a t  ca n e i t h e r  s to p  th e dev elo p ­
men t o r  th a t  must be pas se d  th ro ugh  to  th e co ns um er .
T his  i s  w e ll  i l l u s t r a t e d  by cases  wh ere  a myr iad of  
ap p ro v a ls  and  perm it s mus t be  o b ta in e d  fro m th e  same 
and  d i f f e r e n t  ag en c ie s a t  d i f f e r e n t  ti m es , ad di ng  
u n accep ta b le  f in a n c ia l  b u rd en s.
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o Where th e p ro sp e c t o f go ve rn men t in te rv e n t io n  th w art s in n o v a ti o n  and  im pedes de ve lo pm en t o f new te ch no lo gy  be ca us e p a s t ex p eri en ce  in d ic a te s  th a t  th e  in n o v a to r o r  d ev e lo p er ca n be su b je c te d  to  unknown and  v i r tu a l l y  u n li m it e d  do wn- st re am  p e n a lt y  fo r  pe rf or m an ce  f a i l u r e s ,  a s  i s  th e  case  when new pe rf orm an ce  re qu ir em en ts  are  im posed  lo ng  a f t e r  th e p ro duct go es  to  m ar ket , pr od uc ­t i v i t y  g a in s  a re  l o s t  and th e  wh ole  o f s o c ie ty  can be th e  lo s e r .

o Where r e g u la to ry  ag en c ie s f a i l  to  c le a r ly  e s ta b l is h  th e  ne ed  fo r  re g u la ti o n  b e fo re  ta k in g  a c t io n , c o s tl y  and n e e d le ss  a d v e r s a r ia l  p ro ceed in g s a re  fo rc ed  upon  th o se  to  be re g u la te d — c o s ts  wh ich u lt im a te ly  mus t be  pas se d  th ro ugh to  th e  co ns um er .

The N a ti o n a l I n s t i t u t e  o f B uil d in g  S c ie n c e s , w or ki ng  th ro ugh  i t s  br oa d bas ed  me mb ers hip  arm— i t s  C o n g re ssi o n a ll y  a u th o r iz e d  C o n su lt a ti v e  C ounc il , wh ich has  p ro cedure s in  p la ce  to  p ro v id e  fo r  f u l l  and  open p a r t i c ip a t i o n  o f a l l  p a r t i e s  o f i n t e r e s t —h as a lr e a d y  s t a r t e d  b ri n g in g  th e  p u b li c  and  p r iv a te  s e c to rs  o f th e  b u il d in g  com mu nity to g e th e r  to  beg in  th e ex am in at io n  p ro c e ss . S p e c i f i c a l ly , th e  I n s t i t u t e  ha s be gu n:

o A co m pr eh en sive  docu m en ta tion  o f F e d e ra l re g u la ti o n s  th a t  im pa ct  th e b u il d in g  and la nd  de ve lo pm en t p ro c e ss e s ;

o I d e n t i f i c a t i o n  o f s i g n i f i c a n t  a re a s  o f  d u p l ic a t io n , o v e r­la p , c o n f l i c t ,  and  ga ps  in  F e d e ra l,  S ta te  and  lo c a l  b u il d in g s  and  de ve lo pm en t r e g u la t io n s , to g e th e r  w it h  th e de ve lo pm en t of  a s t r a te g y  fo r  ov er co m ing th ese  pr ob le m s;  and

o De ve lopm en t o f a s ta n d a rd iz e d  metho d fo r  an a ly z in g  r i s k s ,  and th e c o s t and  b e n e f i t s  o f e x is t in g  and pr opo se d re g u la ­t io n s  in te n d ed  to  ad d re ss  th o se  r i s k s .

A m or at or iu m  to  p ro v id e  a b re a th in g  s p e l l — so  lo ng  as th e re  i s  re c o g n it io n  th a t  s i t u a t i o n s  r e q u ir in g  emerg ency a c ti o n  may o c c u r—w il l  g iv e  every one, th e r e g u la to r  and  th e  r e g u la te d  a l i k e ,  tim e to  a s s e s s  th e c u r re n t  s i tu a t io n  and  recom mend p o s i t iv e  a c t io n s .

The u lt im a te  o b je c t iv e  i s  to  d ev is e  a me cha nis m f o r  b ri n g in g  a l l  t a l e n t s  and p o in ts  o f vi ew  w it h in  th e  b u il d in g  com munity  to  bear in  fa sh io n in g  a b e t t e r  p ro cess  fo r  f u l f i l l i n g  m ar ke t needs:

o by a ll o w in g  f re e  m ar ke t fo rc e s  to  make th e ne ed ed  c o r re c t io n s  wh ere  th ey  can ,

o by re ly in g  upo n th e  v o lu n ta ry  s ta n d a rd s - s e t t in g  and 
co m pl ia nc e sy st em  when m ar ke t fo rc e s  a re  i n s u f f i c i e n t ,  and

o by tu rn in g  to  r e g u la t io n , c o o p e ra ti v e ly  de ve lo pe d and w id el y  su p p o rt ed , when su ch  i s  th e  mo st e f f e c t iv e  way to  g e t th e  jo b  do ne . The t r a d i t i o n a l  ap pro ac h to  
r e g u la t io n — s p e c ia l  i n t e r e s t  a g a in s t s p e c ia l  i n t e r e s t ,  and  go ve rn men t a g a in s t in d u s try — i s  not  w or ki ng .

The I n s t i t u t e  b e li e v e s  i t  i s  tim e fo r  a new d i r e c t io n  an d,  wo rk ing th ro ug h i t s  C o n su lt a ti v e  C ounci l and S ta te  and a re a  c o u n c i ls , w i l l  purs ue I t s  r e a l i z a t i o n  u t i l i z i n g  a l l  o f  i t s  r e so u rc e s .
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FEDERAL AGENCY USE OF NIBS SERVICES

Mr. Sabo. Last year, NIBS asked the  Committee to include 
report  language urging othe r Federal agencies engaged in pro­
grams involving technical requirements  for buildings to use the 
Ins titu te’s services whenever possible. That language  was included 
in the Committee’s report. Has the  language been helpful in your 
dealings with  other Federal agencies?

Mr. Floyd. It has been helpful and we have made some progress 
in tha t a rea, but not to  the extent we would like to see nor that  we 
really need.

Mr. Sabo. You are asking for the same type of help again. What 
kind of assistance do you have in mind?

Mr. Brewer. One of the things we had in mind and refer red to 
in our opening statement , is the  OMB bulletin.

Mr. Sabo. Do you know why th at  was not published?
Mr. Brewer. No; it was drafted and redrafted by the  folks at 

OMB. They thought it was an appropriate procedure. It was tried 
out on four agencies to see how it  would fly and those four agencies 
reported  favorably on it. We do not know what  happened after  
tha t, but  the  inte rest  seemed to wane. It is possible th at  by fall, 
ther e was concern that they would be setting up something  they 
might not be able to preside over.

After the election, it was left sitting on the  table. I feel the 
underly ing philosophic reason for the bulletin is impor tant. In 
order for NIBS to maintain its credibi lity and integri ty, we think it 
important  to have joint  funding from both the public and private 
sectors. This was the basis for the  idea that originated at OMB, 
that this would be an appropria te way to stimulate  the  public 
sector support. It gained some support within  OMB but eventually 
was dropped.

Mr. Sabo. I assume you would like us to adopt the same repor t 
language. A nything  else?

Mr. Miller. I might add that  in the  last two years  the  atmos­
phere in the  case of the Federa l agencies has changed from one of 
“What is this organization; and what might it do?” to one of open 
cooperation.

As an example, I served as a member of the task  force on 
housing costs established  by HUD about two, to two and one-half 
years ago. This forty-member task  force, which cut across all seg­
ments of the  industry and included eight or te n key HUD officials, 
not only took note of the  National Ins titu te of Building Sciences— 
took note of what it is—but made several recommendations within 
the task  force rep ort in areas where NIBS could be responsive and 
helpful. That  was one example where this kind of cooperative 
attit ude  became very positive and remained positive.

I thin k your support within this  Committee would fall on very 
fertile ground, more so than last  year.

Mr. Floyd. We answer the question, yes; we would like the  same 
report submitted . We find that  as soon as agencies and others 
know about us, our inten ts and our modus operandi, we get a very 
favorable response and our efforts and need are  to get more people 
familia r with w hat we are doing and wha t we a re about.
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STATE HOME BUILDER ASSOCIATIONS

Mr. Sabo. I am supposed to visit with some folks from the Home 
Building Association in my home sta te afte r the hearing. Would 
they be aware  of you? They probably will be telling me that  we 
should spend less.

Mr. Floyd. We hope they will be aware. Unfortuna tely,  at  this 
time some of the home builders themselves may not know about us 
and what we are  about. This is something we certainly  hope to 
correct.

Mr. Brewer. I can enlarge on tha t. We work very closely with 
the National Association of Home Builders, which is one of our 
interfaces with that par t of the  building community. In turn, as 
you know, there are many sta te building associations. Our rela tion­
ship with them is growing. Mainly, however, we work with the 
NAHB staf f here  in Washington.

REHA BILITATION GUIDE LINES:  AN  EXAM PLE

As an example of how we work w ith the  Federa l agencies, may I 
hand you copies of the rehabilit ation guidelines produced for HUD 
by the  Inst itute . In line with Mr. Mille r’s point concerning recogni­
tion, the  agencies unde rstand that  the  Ins titu te provides input 
from all segments  of the  building community, consumers, environ­
mentalists , as well as con tractors , a nd othe r parties.

In this instance , we drew together 15 organizations to help iden­
tify the  issues that  needed to be deal t with in order  to crea te an 
effective atmosphere for rehabilit ation within  cities. We produced 
these documents  as guidelines, not as a building code or law, to 
permit local agencies and building officials to arrive at  reasonable 
trade-offs without meeting the  full requi rements imposed on new 
construction. If codes for new construction are applied to a rehab 
project, the  project may not be economically viable. So, this is an 
effort to reach a middle ground.

Rehabilitation primar ily takes place in the  cities, and these 
guidelines are the  beginning of an educational program, a way of 
bringing  to  the cities the benefit  of exper t advice from the building 
community. The guidelines will provide all those involved with the 
information they need for an effective housing rehabilitation  pro­
gram. Tha t is bu t one example  of how the Ins titu te brings together 
expertise and provides advice.

STATE AN D LOCAL REGULATION S

Mr. Sabo. A ren’t more of the regula tions State and local?
Mr. Miller. By sheer numbers,  no question.
Mr. Sabo. What  about in terms of importance? Won’t that  also 

be the case?
Mr. Miller. Yes, because these  sheer numbers  are  the  result of 

some ten to 12,000 local building regulatory jurisdictions , many of 
which either have a separate code or an adopted model code t ha t 
has been modified.

The reason for our recommendation of a mora torium and a study 
of regu latory  actions at the Federa l level was simply because often 
Federa l level initiatives filte r down to the  States and the  local
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communities. Besides that, ra ther  than  tackling the  whole problem, 
it seemed more logical to sta rt at the  Federal level.

I call your attention to the  materia l that is in your packet. To 
illus trate  a point, on this side of the  matrix are the  steps in the 
typical construct ion process, and on the  othe r side, are  the  ele­
ments of the  U.S. Code presently in place. The black dots indicate 
where Federal regulations impinge on these steps in the  construc ­
tion process.

This is where we are start ing. We feel that  the resul ts of cost- 
benefit analyses  of the  Federal-level regulatory  impacts, will begin 
to flow down into the State  and local regulatory  areas. So it is a 
star ting  point, not a to tal resolution of th e problem itself.

Mr. Floyd. I am a builder in Atlanta. We find that  implementa­
tion of Federal regulations affects us on the local level where they 
generally  a re interpre ted and implemented. It appea rs that  most of 
the Federa l initiat ives filter down to the  local level. So, the  way 
Federal initia tives  are interpre ted and implemented does affect us, 
delays us, and increases our costs of building.

Mr. Brewer. The feature of how the  Inst itute proposes to get to 
the problems at  the State and local levels, is the creation of State 
and local councils operating unde r Ins titu te procedures. This is 
encouraged in the  Ins titu te’s enabling legislation. The premise is 
that only local people can deal effectively with local problems. One 
such council has been established in the  State  of West Virginia, 
and the State of Ohio has been gran ted a cha rter and is in the 
process of going ahead. I am told t ha t one of the  Ohio council’s first 
orders of business will be to examine a ll state  and local regulations  
that  impact building. That  will be a most important phase of our 
work, to get local people to analyze the ir own local problems. As 
you know, anybody coming in from out of state is likely to encoun­
ter  resistance. We are  working on developing other  State and local 
councils. For example, south ern California  is in the process of 
organizing and other States  and regions as well. We are going 
about this slowly because it is a  learning  process. We do not want  
to move too fast, but this is one of the  ways State  and local people 
will have the  opportunity to work together under the  Inst itute 
umbrella.

THE INST ITUT E’S FUNDING  AUTHO RIZATION

Mr. Sabo. Direct Federal funding for NIBS will end afte r fiscal 
year 1982. Beginning in fiscal year 1983 the Inst itute will be self- 
sustaining . In your statement (page one) you mention tha t, includ­
ing th e 1982 request, NIBS will have received appropriations tota l­
ling $3,613,000 over a five-year period. Tha t is slightly less than 37 
percent  of the  $10,000,000 authorized.

To your knowledge, was the $10,000,000 authorization figure 
based on any definite operating plan?

Mr. Floyd. Yes, sir. When we first  became organized, we had a 
number  of things which we had planned to do, some having  a large 
impact on the industry. One of these  was creat ing a d ata  base. This 
is a tremendous task, and one that  we have had to shelve due to 
the lack of funds or the lack of appropria tion unti l we can  develop 
the necessary resources. This would involve documenting all the 
codes from all jurisdictions  across the  country to create a data  base
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one could call upon and use. Anyone plann ing to build any place in the count ry would be able to pull out the needed inform ation  on per tinent  regulations. Tha t is one area we have not be able to develop. We have a plan, but have not been able to implement  it.Mr. Sabo. Do you have plans to ask the Banking Committee for additional authorization?
Mr. Brewer. That  has been discussed. If we were asked, we might say that it would be appropriate—tha t we were not as pre­pared to use the  full appropriation  as we a re today. We a re much bet ter prepared to use the funds appropriate ly and efficiently now that we are  organized and ready to move.
Mr. Sabo. The new Administration will be submitting revised estimates for fiscal y ear 1982 in a month  or two. Does the National Inst itute of Building Sciences have any reason to believe that  its 1982 budget request will be reduced?
Mr. Floyd. At this time we do not have any knowledge of a planned  reduction.
Mr. Brewer. We have had a number of discussions with the incoming A dministration and with people in the  Congress. It is my sense of the  ma tter that  the  incoming folks will look upon the Ins titu te as a vehicle to be used to help solve some of the problems that are  facing the building community. I thin k the  case can be made that  the Ins titu te’s process of pulling people together to achieve consensus is probably a more effective way of gett ing solu­tions to problems than the adversari al approach. That is the sense I have of the  matt er. Nobody has told me this. My view is we have been effective and we will get more effective. We have been im­mensely pleased with the professional atti tude public represen ta­tives take  when they sit down with those from the  priva te sector. There is a vast difference. As a ma tte r of fact, it generally takes  two meet ings before the players get down to work because they are assessing each other  and not exactly trus ting  each other at  the outset.
Mr. Sabo. What would happen if you were reduced by $50,000, or if your appropriation were e liminated?
Mr. Floyd. If we were reduced by 10 percent, we obviously would have to cut something out that  we had planned  on doing. If our appropriation was totally  e liminated, we would need to run  a bare- bones operation until we could supplement our income with other funds.
Mr. Brewer. We have been working very diligently  for some time to overcome that possibility. We are working hard with the private sector to develop support throu gh endowments  and mem­bership dues, and by performing work under contrac t. We are working to create  informat ion for the private sector, but  it is a slow process. We are well es tablished now. We have credibi lity and a certain amou nt of visibility. Now whether we can achieve one hundred percent self-sufficiency is still a question, but we are working on it.
Mr. Miller. One of the things th at  does not appear when you look at  a hal f million dollars and cannot  really appear, is the dollar matching of the expenditure Congress makes on behalf of NIBS, by the growing amount of voluntary, broad constitu ent input that  it brought to the table by NIBS. The dollar  invested today in
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NIBS through congressional appro priat ion goes fur ther tha n it did 
three years, four years, or even two ye ars ago because of the  broad 
indust ry involvement tha t we can bring  to  th e table at virtu ally  no 
cost. It is not a  di rect cost outlay, therefore,  it does not appear as a 
dollar investment.

BUILDING ENERGY PERFORMANCE STANDARDS

Mr. Sabo. During last yea r’s hear ings,  Mr. Newman indicated 
that the Building Energy Performance Standards (BEPS) might 
require  major surgery. Subsequently, comments submi tted by NIBS 
on DOE’s proposed Building Energy Performance Standards recom­
mended deferr ing issuance of the  standards,  developing revised 
standards, and requiring that  the stan dard s be on a voluntary  basis 
pending reassessment .

Tha t is accura te, is it not?
Mr. Floyd. Yes.
Mr. Sabo. The 1981 HUD-Independent Agencies Appropr iations 

Act contains a provision that  HUD may not implem ent final 
energy conservation performance standards.  The Department and 
the  1980 housing bill have caused a one-year delay in the  stand­
ards.

What is going to happen to BEPS, and what  is your involvement 
with BEPS?

Mr. Brewer. The comments we made April 30, which were quite 
critical of the  Notice of Proposed Rulemaking have been heeded by 
the  Department of Energy. This resulted in a new direction  to 
correct the  problems tha t were alluded to. Tha t work is about 85- 
to 90-percent finished.

We have been asked by the Administration  and the Congress for 
our recommendations, and we have made them. They are very 
simple: complete the research expeditiously, drop the sanctions, 
(which was our original recommendation), publish the  technical 
information as guidelines for voluntary use by the States and local 
jurisdictions.

Mr. Sabo. Excuse me. When you say “volun tary,” do you mean 
for the  States  or all builders?

Mr. Brewer. For the States. The State s can adopt the  guidelines 
as a standard  if they choose. We ju st do no t thin k BEPS should be 
mandated by law. I t should be a voluntary process.

We also would provide for altern ate  paths  for making existing 
regulations equivalent to the  BEPS performance crite ria. Tha t is 
our proposal.

There is a demonstration  program writ ten into the  Brown 
amendment that also needs to be looked at. It also may be desir­
able to review the legislation itsel f to be sure ther e are no trouble­
some factors remaining. The Federa l establ ishment must  adopt 
BEPS; this  also may be unnecessary. BEPS can be a valuable 
research document, but it should not be looked a t as a  law, because 
the  dynamics are  such tha t by next year we will have new knowl­
edge th at should be used to upda te and improve this performance- 
based design tool.

We recommend that BEPS be looked upon as an ongoing re­
search effort to b ring new technology to the picture. It has already 
stimulated new technology.
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Mr. Floyd. I might  also comment th at  the volu ntary process itself is providing valuable data. Speaking again as a builder, most of our new buildings today eith er meet or exceed the  published BEPS performance levels. I am talk ing about  multifam ily construc­tion. Everything we are doing now is so far superior to th at  which was done a few years ago, mainly  dictated by the lenders and marketp lace. I would venture to say that  the voluntary  process as far as new building is concerned, would be the avenue to follow, because most of us are doing it anyway.Mr. Brewer. I want  to make the  comment that  this  research work in which the  engineers, the archi tects,  the  homebuilders and others  have participated, has stimu lated  much technical activity . It is one thing to have a market pressure . It is quite another  to know what  to do about it.
In our BEPS work, we have about  150 experts from the  building community dealing with different issues involved. It is this  inpu t that shapes the  final product. The importance is that  those who have to make the standards work are  the  authors of the product.

CONS ULTA TIVE COU NCIL

Mr. Sabo. Last year there were about 600 members of the Con­sulta tive Council. You antic ipated the  membership would reach 1,200 to 1,600 in fiscal year 1981. On page six of the justification you mention that  Council membership reached 800 during 1980. What is the membership estimated by the  end of fiscal yea r 1981? How about fiscal year 1982?
Mr. Brewer. The numbers today are  runn ing toward 900. We lost some people due to the exigencies of the housing market.We have an outreach program and we a re working hard on it. I do not know what the numbers  a re going to be, but  we fully expect to exceed a thousand in the next six months.Mr. Sabo. How important is it to increase the number of mem­bers on the  Consultative  Council?
Mr. Floyd. The more people who know about us and know what  we are doing, th e bet ter  received o ur work is and the  more appre­ciation people have for what we are  tryin g to do. Tha t is very impor tant.
Lastly, in any of these mat ters  that  we embark upon, we find what  we a re seeking is a consensus of  the building community, and if the  Council is large in number, we have g rea ter resources to call upon to get a true opinion from the various facets of the building community. So, the membership of the  Council is extremely impor­tan t to the viability  of NIBS.

STATE AND  LOCAL CHAPTERS

Mr. Sabo. You speak of your State and local ch arters. Is it more important to expand your national membership?Mr. Brewer. They go in parallel ; every member of a State coun­cil is automat ically  a member of the national.Mr. Sabo. What is your emphasis at this point?Mr. Brewer. Probably the national. We are  going slow on theState  and area  councils, to be sure we are doing things right . But there is a certain amount of excitement the re too. Success stories
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you know breed inte rest  and more success, so we expect State and 
local work to move along, too.

Mr. Floyd. As the national council increases, the  State and local 
councils will increase. They go hand  in hand. I think you will see 
tha t as we develop further.

NIB S STAFF

Mr. Sabo. Last year  NIBS had a core staff of 14 on board to 
handle day-to-day activities. The indica tion was that  the staf f 
would likely increase  to 16. This yea r’s justif ication (page seven) 
states  the core staff  totals  18.

Are all 18 positions currently  filled?
Mr. Brewer. Yes. Last year we had one office that  was not 

operative. Sixteen had been our target from the  beginning, but  in 
addition to staffing our program planning office we have added to 
our membership staff.

Mr. Sabo. Your goal was always 16 rath er tha n 18?
Mr. Brewer. Yes.
Mr. Sabo. Will NIBS be able to support a core staff  of 18 in fiscal 

year 1982 and subsequen t years?
Mr. Brewer. We will in 1982, based upon the  suggested activity. 

If we do not have that  much activity, we will have to cut back. It 
takes  about $1,200,000 in round numbers to maintain  the core sta ff 
and operations.

MEASURE S OF SUCCESS

Mr. Sabo. Really, your success rela tes to how you are perceived 
by people in the  industry , by State and local industries , and by 
labor. How do we measure if that is happening?

Mr. Brewer. Inte rest  in our process. I wanted  to make a point 
about participation. By law we must  have balanced membersh ip on 
all committees so all points of view are  heard. If we do not have 
those points of view, we reach out and invite those people to serve. 
Those people get involved, partic ipate,  and finally realize they  do 
make a difference. So our outreach program works righ t down to 
the program level. That is important.

Mr. Miller. A good case in point might  be the  estab lishment of 
one of th e Committees of the Consultat ive Council. When the word 
went out, there were 130 indications of v oluntary inte rest  in par ­
ticipat ing in that  Committee. These purely  voluntary contributions 
came from all walks of life, from those already involved in the 
process.

The broader  the  base, the more qualified volunteers we can get 
to make up the committees to get at technical problems.

Mr. Floyd. As our work product grows and as our trac k record 
increases, you will find even more participation .

Recently, we attended a meeting at the NAHB convention be­
tween the NAHB people and ourselves. It was amazing to see how 
enthusiastic  they  were over the rehab  guidelines. They wanted us 
to mail a notice to all 40,000 NAHB members  so they would know 
they were available  and could determine whe ther  they had applica­
tion for the  guidelines. Tha t is the  kind of interest that  will enable 
us to grow.
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Mr. Miller. Back to your point, Mr. Sabo, the  para llel  between the State consul tative councils and the  nation al effort.I am from Ohio and went down to Columbus to par ticipate in the initial meeting of about 20 people that  took place in November or October. What  has happened  since then?  The first  thin g was that  the  eight or ten  who were not members said they  wanted to be involved. Since then, stru ctu ring of the  State-wide council has moved ahead and there is now an effort to go to perhaps a thou ­sand members—local builders, code inspectors, industry people, ar ­chitects, engineers—a cross section of the Ohio building communi­ty. Tha t is the  corollary and para llel between the  Sta te consu lta­tive council and the national.
Mr. Brewer. Of int eres t is th e fact that  i t was the State building official in Ohio who had the  genesis of the  sta te-wide idea.Mr. Sabo. Mr. Green.

BUILD ING  FIRES

Mr. Green. Because of the number of recen t fires in hotels and othe r buildings, attention has been focused on fire codes. To w hat exte nt have you gotten into fire safety  issues or do you plan to get into them?
Mr. Brewer. We have not gotten involved in  t ha t yet, but  we are providing advice to FEMA through  our Building Seismic Safety Council on upgrading building regulations with respec t to earth ­quake protection , a  very critic al matter , also.
We are  planning to have similar response mechanisms on fires, floods, and  o ther natural hazards so th at  when something happens, we can pull a group toge ther  to respond. FEMA is the  oversight organization on n atu ral  hazards.
Tha t is importa nt because righ t today the re is an emotional reaction to the  building fires th at  have occurred. This is understandable,  but from wha t I have heard so far, we are  not focusing on th e righ t issue, which is smoke.
Another problem in the  Las Vegas fire, was that  the  building was not new, b ut more importantly  many building code provisions had been violated.
Mr. Miller. There also is the issue of confrontation when the problem occurs. You can see t he confrontation that occurs between the  various part ies at  issue in the  papers. This in itse lf may or may not solve the  problem, but it is a difficult way to go about it.Mr. Green. Apparently the re was a discussion on whe ther  the emphasis should be on Federal regulation versus Sta te and local regulation. I think you took the  position that  it would be easie r to sta rt at  the Federa l level, altho ugh State and local levels might have more of a handle on costs. It strikes  me that  the real question is one of interface. At the Federal level, you deal with  the question of people escaping from b urning buildings by requiring  a  relatively shor t maximum distance from an apa rtm ent  door to a stairwell while State code allows gre ate r distance but  requires more fire- res ista nt material. Obviously, these regulations  a re in conflict.To wha t exte nt have you been looking at  these  interfaces and dealing with these issues?
Mr. Brewer. You have put  your finger  on our function.  We are a referee. We have two cases where four agencies are  writ ing regu-
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lations  on handicapped accessibility, and they are  in conflict. There 
are three agencies that  have wri tten  contradictory provisions for 
panic hardware  entries , and it is impossible to satisfy all three.

The Ins titu te’s role is to achieve a reasonable tradeoff, taking 
into account the economics involved. Tha t is one of the  contribu­
tions the Ins titu te probably is best equipped to make to the  agen- - 
cies, each of which has a s ingle purpose, but  with nobody looking to 
the public interest. Tha t is one of the  roles we are  prepa red to 
under take.

Mr. Green. Thank you, Mr. Chairm an.
Mr. Sabo. I notice you had at  your annual meet ing a very 

distinguished Member, Mrs. Boggs, who spoke to you.
Mrs. Boggs. Sorry I was not here earli er, Mr. Chairman, but I 

had one of those conflicts that  I wish we had a congressional 
referee  to  figure out. We had ano ther  hear ing on the  lower Missis­
sippi flood problem.

NIBS RECOMMENDED REGULATORY MORATORIU M

I was interested  in the  NIBS recommendation announced Janu ­
ary 15 that  a moratorium be placed on all Federa l regula tions 
which could in any way impact on the  construction industry. The 
idea is to permit thorough review of all of the  implications and 
ramifications  of such regulations at this  time when the  housing 
and construction indus tries are  having so much difficulty. I under­
stand that NIBS is already involved in studying these regulations. I 
wonder if you might give us a  progress report.

Mr. Brewer. I must say that  Mr. Miller is the first  to have this 
thought. Several forces came toge ther  at the same time. With Mr. 
Miller ’s urging, we took a look a t how the Ins titu te could serve the 
public inte rest  by examining and undoing some of the regula tions 
that  have grown like Topsy and have created such a difficult 
economic an d social problem in housing and building.

We visited with the incoming Aadministration to get a feel as  to 
the direction it might be going. We also visited the  congressional 
committees  concerned with housing and building and found a 
strong  feeling of support for our plan  to take  a  look ret rospectively 
at wha t has been happening the  las t ten or 12 years. The Board 
acted favorably on the  program and this resulted in the  Jan uary 
15, 1981 press release and announcement.

Since then , we have sta rted the  wheels moving. We a re holding 
briefings tomorrow and the  next day with representative s from the 
priva te sector to bring everybody up to speed. A year-long program 
has been proposed and put  in motion. We intend to look at the 
overlaps, inconsistencies, delays, et cetera. We intend to focus on 
housing at this  initia l stage. The recommendations th at  flow from 
this process will be given to the Congress and the Admin istration.

The first  thing  we did, Mrs. Boggs, was to review and analyze all 
the reports we have seen for the past five years. I think we had 
some twen ty documents to analyze. Out of tha t came some in tere st­
ing findings. There was a degree of commonality throughout . There 
were 37 recommendations pertaining to land development which 
add to up-front costs. Eighteen recommendations rela ted to design, 
six to labor, and nine to fees, permits, and processing. So, we are 
bringing to bear  very expert people from all sectors of the  building
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community to develop positive recommendations for action. We fully expect that  within a 90-day period, we will come up with specific recommendations. There is a lot of work to be done, but  we are going a t it full bore.
Mr. Floyd. If I might add, as a  bu ilder I find that not only is the  cost per uni t or house increasing, but  so many of the regulations involve time. It is not unusual in a large project to be delayed 4 years from the  time you star t, especially in a high-rise building. Tha t time spent t ranslat es into costs that  have to be dealt with. So in addition to the cost per unit, we a re looking a t the time impact the regula tions have on a project.
Mrs. Boggs. Which increases t he cost tremendously.

NIB S APPROPRIATIONS VS AUTHORIZATION

Since you were originally authorized $10,000,000 over a five-year period ending with fiscal year  1982, and since by t ha t time you will probably only have actual ly received $3,600,000, I wonder what effect these lower appropriations  have had on your program. I assume you have had to hold some efforts in abeyance. What kinds of programs have you not been able to undertak e for this reason? What would these efforts have cost?
Mr. Floyd. We have delayed some programs and some have not been started . The best example is that  our enabling  legislation requires the Ins titu te to create  a data base. There are some 10,000 building regulatory entiti es within the United  States. For example, there are 95 building regulato ry inte rpre tations  in the St. Louis metropol itan area.
We have had to delay the data  gathe ring  and data  bank process­es in their enti rety  because of the lack of funding. This would be a monumental and very costly effort. There are other areas  in which we have had to delay or have not been able to pursue as intense an effort as needed because of the funding.
At the beginning, as Gene Brewer  said earlier, we probably were not ready to receive the full funding. We now feel we have the mechanism in place and can operate with the full funding if it is available.
Mr. Brewer. You might recall the matrix in our writ ten state­ment. This deals with the Federal regulatory  process as it impacts the construction process. This is representative  of but one of our three principal  charges from the Congress. One did have to do with the regula tory process; the others were the  introduct ion of technol­ogy and the  d ata  base. We really have not been able until this year  to sta rt on any of these in a comprehensive way. In fact, the new direction paper  speaks to this, and the fact that we have underway  right  now, a year-long work looking at the  interac tion of Federal, State, and local regulations and regulatory processes. We knew what  to do two years  ago, but we did not have the  funds to do it. We are jus t getting started this year  in a substan tive way. Mr. Floyd mentioned the data base which we had to drop. However, we do have two projects underway, one on the  regulato ry process, with about six committees working, and our Technology Division is look­ing at inhibi tors to technology development and introduction into the building process. These are basic issues we did not get to work on because of the lack of funding. The funding problem is still
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there; tha t may be ou r lot in life, I do not know. But the workload 
is also here. We have the  means to get it done; we simply lack the 
wherewithal.

Mrs. Boggs. Would the moneys that  would have been spent  on 
these programs have amounted to the  $10,000,000 you were origi­
nally supposed to  receive?

Mr. Brewer. Probably not fully in this  time frame. The data  
base could have been created and in use because that would be 
highly technical and computerized. But the  othe r work takes  
longer. Continuity  in research programs is very important and we 
are concerned that  we have been unable to susta in the pace origi­
nally planned.

A STATE COUNCIL FOR LOUISIANA

Mrs. Boggs. There has been some interest  in Louisiana in estab­
lishment of a State consultative council. Can you speak to tha t?

Mr. Brewer. We have had discussions with building community  
leaders in Louisiana and there is definite interest, but the re is 
nothing specific to report at this time. Virginia has a char ter; Ohio 
has a charter. Mr. Miller has been one of the  founders of the  Ohio 
council. Tha t group intends to address  Ohio’s problems. Let me 
give you a measure of the difficulty there . About a year or so ago, 
the State  of Ohio adopted one of th e model building codes, which 
was a complete code. It was immedia tely modified with 185 pages 
of amendments. Those amendments are  then passed along to the 
cities and counties. However, the Ohio council will address this 
issue and this will be good because they  will be dealing with the ir 
own problems.

ENERGY CONSERVATION

Mrs. Boggs. In these days of discussions on the means of conserv­
ing energy and so on, I wonder the kind of response you have had 
to your special efforts to include consumer  groups through your 
consultative group?

Mr. Brewer. It has been very good. We have been in touch with 
those people. In fact, some have asked to come and discuss how to 
accelerate  the consumer  involvement program. We have to make 
certa in the inpu t to our deliberations is balanced. If we do not get 
volunteers we reach out to get the  needed participation. We did 
this for our conference in Chicago on metric  conversion. Mr. Mil ler 
chaired the conference, and we had inpu t from the  White House 
Office of Consumer Affairs. So we are  mindful of the need to 
involve consumers.

Mrs. Boggs. I must commend you and I was delighted to note in 
your recommendations you took note of th e concern we expressed 
as to adequate considerations for certa in geographic areas  where 
cooling and dehumidification as opposed to heating are  primary 
energy users.

Your stateme nt (page 27) indicates that  you are  providing a 
major research management function for the Department of 
Energy in connection with these regulations. You say the work will 
be largely completed during  this fiscal year. Can you elaborate on
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NIBS’ cur ren t role in research and attempt ing to foster some con­sensus?
Mr. Brewer. You recall our critique last  year, when Mr. Newman said the BEPS program needed some surgery.  We set forth  a series of recommendations that  would cu re those problems. The reason we were confident is that the  recommendations came from those who were interested  and could identify  the  issues. Thereupon DOE adopted most of our recommendations for a  course of action to bring the research to completion. We have unde rtaken a number of the needed tasks directly; those that  we were best suited to handle. The National Laboratories and othe r organiza­tions, some under contract to the  Inst itute , are  performing othe r of the needed tasks.
It will take  another five to six months to complete all the re­search  and put a package together. We have recommended to the new Administration , that  this program not be mandated, but ra ther  to look upon the end product  as a resea rch document  to provide technical guidelines and tools for educational purposes, so local people unders tand how to deal with performance criteria. We are  interested  in the  encouragem ent of innovation and technology. Tha t is what  this document is best suited for; i t will set the  stage for solving the  problem. We think it is important to finish this program; finish it expeditiously, and get it out for people to use.Mr. Floyd. One th ing we found, too, was that  some of t he  initial  data did not take  into consideration the  different regions of the country. I know of one are a in Ohio where the  resu lt would have been that  all that could be built  was tota l electric. Those are  some of the  reasons we made the  recommendations that  we did, and the reason that  Mr. Newman mentioned the  major surgery.  The con­cerns he expressed have proven to have been a  jus t cause.
Mrs. Boggs. Mr. Green and Mr. Sabo come from happier climes.What  happened  in both public and private buildings and includ­ing nursing homes for the aged and so on and smaller homes with VA mortgages and so on, energy had become so inefficient  and expensive that  some of the  old-time aids in dehumid ification  were dispensed of. We moved citizens to these nicely climatized boxes; the cost of energy now is so prohibitive and the  lack of cooling and dehumidif ication for the elderly and those with resp irato ry dis­eases become a  disas ter.
So, we are gratefu l NIBS is looking into the  regional differences. 

REHABIL ITAT ION GUIDEL INES

Can you elaborate on the  work you are doing for HUD as to guidelines?
Mr. Brewer. We had been asked some time ago by HUD, as  you remember , to handle  this. The first  task  was to identify  the  issues, what  needed to be done. Fif teen concerns were identified. Eight are finished, and ther e is a nin th in process on struct ura l elements. The first eight guidelines have been and are being distributed, so builders and contractors now have them available  for use as guide­lines.
We are  planning a series of workshops across the  count ry with local code people so they will know how to interp ret  t he guidelines, so tha t the  existing housing stock can be brought up to an accept-

74-315 0 - 8 1 -----10
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able level of performance without going to the  extreme cost of 
tearin g a  building down and rebuilding. 9Mrs Boggs. Is it also helpful perhaps in preservation efforts' 

Mr Brewer. Yes; there is some of that,  although our thrust was 
not directed at preservation per se. Preservat ion people have been 
par t of our group.

Mrs. Boggs. Thank  you very much.
Thank  you for your indulgence, Mr. Chairman.
Mr Sabo. Thank you, Mr. Floyd, Mr. Brewer. This is the last 

time you will be appearing before the Committee, but  we will be 
watching your progress with interest.
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Thursday, February 5, 1981.
FEDERAL HOME LOAN BANK BOARD

WITNESSES

JOHH H. DALTON, CHAIRMAN OF THE BOARD
ANDREW A. DI PRETE, BOARD MEMBER
RITA I. FAIR. EXECUTIVE ASSISTANT TO THE CHAIRMAN
L. DAVID TAYLOR. DIRECTOR. OFFICE OF EXAMINATIONS AND SUPER ­VISION
MARSHALL KAPLAN, ACTING DIRECTOR, OFFICE OF POLICY AND ECO­NOMIC RESEARCH
RICHARD H. GRANT, DIRECTOR, OFFICE OF FEDERAL SAVINGS ANDLOAN INSURANCE CORPORATION 
RICHARD L. PETROCCI,  DIRECTOR, ADMINISTRATION OFFICE 
DAVID A. VAUGHAN, JR„ BUDGET OFFICER

Mr. Boland. The Committee will come to order.We are delighted to have the Federal Home Loan Bank Board here today. Mr. Dalton, this is your first time before us. I remem­ber last year  you were named but not confirmed.Mr. Dalton. Yes, sir.
Mr. Boland. Mr. DiPrete has been here before.Mr. DiPrete. Yes.
Mr. Boland. Rita Fair, Executive Assis tant to the Chairman. Ira Tannenbaum—where is Ira?
Mr. Dalton. Ira  is not here. Miss Becky Laird is here  in his place.
Mr. Boland. How long has he been acting?
Mr. Dalton. About th ree  weeks, in fact.Mr. Boland. Will he stay?
Mr. Dalton. I hope so.
Mr. Boland. Dave Taylor, you are  looking for a few more people. After reading th at  statement, you need them.
Marsha ll Kaplan, Acting Director, Office of Policy and Economic Research.
Mr. Kaplan. T hat’s me.
Mr. Boland. Mr. Grant , you a re here; as well as the Director of the Administra tion Office, Richard Petrocci, and David Vaughan, the Budget Officer. I am glad to have you here.
[The biographical sketch of Chairman Dalton follows:]

J ohn H. Dalton, Chairman, Federal Home Loan Bank Board

BIOGRAPHICAL NOTES

Joh n H. Dalton  was designated  by Pre sident  Ca rte r to the  Chairm an of the  Federal  Home Loan Bank Board effective December 16, 1980, succeeding  Ja y Jan is. Mr. Dalton  was firs t nominate d by Pre sident  Ca rte r to be a Member of the Bank  Board on Janu ary 28, 1980, to fill a term which expi res on Ju ne  30, 1982. Mr.
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Dalton was confirmed by the  Sena te on Febru ary  19, 1980, and  was sworn in on 
February 29, 1980, by S enator Lloyd Bentsen (D.-Texas).

Before coming to  t he Bank Board, Mr. Dalton served as Nati ona l Treas ure r of the 
Car ter/Monda le Pre side ntia l Campaign from March 1979 to December  1979 and 
President of the  Governm ent National  Mortgage Association of the  U.S. Dep art­
ment of Housing and  Urban Development from Apri l 1977 to March 1979.

Prio r to his app oin tme nt to the Governm ent National  Mortgage Association, Mr. 
Dalton was with the  inve stment banking  firm of Goldman, Sachs and Company in 
Dallas, Texas. His service with  the  firm began in 1971 after receiving a Master  of 
Business Administra tion degree from the  W har ton  School of Finance  and Commerce  
of the University o f Pennsylv ania .

He atteneded Louisiana Sta te Univers ity for one year  and the n entered the U.S. 
Naval Academy. He gradua ted with  dist inct ion from Annapolis  in 1964, having 
served as Deputy  Brigade  Commander, the  A cadem y’s num ber  two ran kin g position. 
During  that  yea r he was a final ist in the  Rhodes Scholarship competition . He 
grad uated from two U.S. Naval nuclear  schools.

His Navy service from 1964 to 1969 was in nuc lea r submar ines whe re he held 
various man agerial post in engineering , operations  and  supply. He received  several 
commendations and  awards for super ior perfo rmance of duty.

In civilian activi ties, he was the Texas deputy campaign director  and business and 
.professional coordina tor for the  Car ter/Mo nda le 1976 campaign. He was a founding 
member and vice preside nt of the  Dallas Democratic  Forum , and was on the  
executive committee of Dalla s ’40. He is a ves trym an and Lay Reader in the  
Episcopal Church. He is also on the  Board of Directors  for the  Texas Sta te Society 
and the  Texas Breakfast Club.

Mr. Dalton was born in New Orleans, Louisiana, December 13, 1941. He is 
mar ried  to the  form er Ma rgaret Ogilvie of Shreveport, Louisiana. The Daltons and 
the ir two sons live in Alexandr ia, Virginia.

Mr. Boland. As I read your statement, I think Jay  Jan is de­
serves credit for gettin g out of the  place. The thread that  runs  
through your enti re statement , is tha t if inflation is not controlled, 
ther e will be a n awful lot of S&Ls out of business at the end of the 
year. That  is your biggest problem, no doubt about it. You do have 
problems—that is why we are here today.

As the members of this Committee know, ther e are no direct 
appropriations  for the  Federal Home Loan Bank Board. The ad­
minis trative costs and associated fees are  paid by the  member 
banks and associations. You would like to get out from unde r the 
oversight of th is Committee, but you will never be able to do i t— 
not while I am sitting here, and probably not while anybody else is 
sitting here.

Everyone agrees, as you have indicated in your statement, that 
1980 was not a very easy one for the  thr ift  industry. Housing s tart s 
and profits were both depressed. In addition, ther e were several 
important regulatory and legislative events in 1980 that I am sure 
you will address in your sta tement.

Have we simplified the title  of th e Depository Institutions Dereg­
ulation  and Monetary Control Act? What  is the shortened version 
of tha t long title?

Mr. Dalton. It is often referred to as the  Monetary Control Act.
Mr. Boland. I would like to get a shorter  word than that  long 

title.
Mr. DiPrete. Is tha t the one called the Deregulation Act?
Mr. Dalton. Right.
Mr. Boland. What is the  difference between tha t and the  Fina n­

cial Simplification Act of 1980? Are they the  same?
Mr. Dalton. Yes.
Mr. Boland. The typical mortgage market  has survived under 

Government-insured loans such as VA and FHA. Now you are 
coming up with SAMS—shared apprec iation  mortgages, adjustable
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mortgages and readjustable-rate mortgages—I never  heard of them 
before the  last year  or two, and nobody ever  heard of them before 
that time. We have heard about the  variable mortgage, but these  
are  all ra ther  new. I don’t know if a person buying a house today 
would be bet ter  off unde r these or not. I would look very careful ly 
if I were  buying a house under any of these.

Mr. Dalton. Clearly there is a need for new mortgage ins tru ­
ments. We have deregula ted the liabil ity side of th e balance sheet  
of S&Ls, which has escalated the  cost of funds for S&Ls but  the  
long-term fixed-rate mortgage still dominates the  asset side of the 
balance  sheet, which has had a serious impact on S&L viability.

So ther e is a need for more asset  flexibility or more mortgage 
instruments, but I think you make a good point, that  we should 
proceed deliberately  and with caution.

Mr. Boland. Which you are  doing as indicated in your sta tem ent  
and I am delighted.

You have a statem ent: don’t give us the  long one, because Larry 
Coughlin said he would leave if  you went through 23 pages.

We appreciate the  problems the  Bank Board has. Let me repea t, 
if the re is any  way the Subcommittee  can assist in making the task  
a l ittle  easier let us know. We will be happy to assist you.

Why don’t you go ahead?

GENERAL STATEMENT

Mr. Dalton. Mr. Chairman, members  of the  Subcommittee, I am 
pleased to be here today to testify  concerning  the Federal Home 
Loan Bank Board’s fiscal year  1982 budget.

I am pleased to have my colleague Andrew DiPrete appearing  
with me today.

To save time, my oral remarks  will be only an abbrev iated 
version of my writ ten statement. Although I will discuss one very 
significan t budget issue, I will deal primarily  with the sta te of the 
economy as it affects the S&L indus try, the Agency’s regulatory 
(and deregulatory) actions, and the  activities of th e Federal Savings 
and Loan Insurance Corporation. This is in keeping with our desire 
to assist the Subcommittee in its policy oversight function.

At the outset, however, I wish to note that our 1982 request of 
$60,890,000 is only 3.9 percent greate r tha n our 1981 estimate  of 
$58,595,000—an increase of less tha n one-third the 1980 inflation 
rate. This modest growth resul ts prim arily  from antic ipated gene r­
al price rises, over which we have littl e control, and is consistent 
with the need to  minimize Federa l expenditures.

INDUSTRY AND HOUSING STRENGTH

Looking at the  economy, the rolle r coaster behavior of inte rest  
rate s in 1980 created a very difficult opera ting environment for 
S&Ls. This was reflected in a number of ways. First,  savings flows 
remained depressed, with net savings total ing only $41,000,000,000. 
Second, tota l mortgage loans by S&Ls plunged 28 percent, to 
$71,000,000,000. Third, subs tant ial bottom-line impact was felt, 
with net income declining steeply to .17 percent in the  firs t half, 
computed as a percentage of average  assets. High intere st rate s
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also had a dramatically negative  impact on housing sta rts  in 1980, 
with total  s tart s amounting only to 1,290,000 units.

To the extent it could, the  Bank Board tried  to soften this blow. 
Our efforts included strong  advances support throu gh the 
FHLBanks, which increased the ir cred it to member insti tutions by 
$7,100,000,000 in 1980. We also developed a special Targeted Ad­
vance Program,  under  which members  in need could obtain a 
subsidy of up to 250 basis points, and liberalized the  FHLBank 
dividend policy.

Looking at the  future, the  key to the  performance of the S&L 
indust ry is the behavior of inte rest  rates.  Given the continued high 
cost of funds for S&Ls, most of which will be locked in for at least 
six months, only a substantia l inte res t rate  decline over the  rest  of 
the year would save the S&L industry  from poor p rofitabil ity. The 
precondition for a meaningful decline in inte rest  rates,  of course, is 
a reduction in inflation. The Federal Reserve Board’s efforts have 
been taken to counter inflation and the Board will continue to 
work closely with the Federa l Reserve Board in this effort.

Assuming th at  mortgage credit  is available late r durin g 1981 at 
an inte rest  level of 12 to 13 percent , however, ra ther  tha n the 
cur ren t average rate  of 15 percent, the  strong pent-up demand for 
housing could lead to some recovery in housing sta rts  in 1981 over 
1980, perhaps 1,400,000 to 1,500,000 start s. This would still repre­
sent subnormal production—parti cula rly considering the  extraordi­
nary  demand for housing that  will charac terize  the present decade.

REGULATORY ACTIONS LESS RESTRICTIVE

The adverse effect of the economy on the S&L industry during  
1980 lent a special urgency to the  Bank Board’s regulatory  efforts. 
These efforts demanded an enormous amount of effort from our 
staff, and were devoted primarily  to: (1) implementing the  many 
statutory changes mandated by the Depository Institutions Deregu­
lation and Monetary Control Act of 1980, Public Law 96-221; and 
(2) seeing that  t he Bank Board’s regulations, old and new, conform 
with the imperat ives of regulatory simplification and, where possi­
ble, deregulation.

Our Public Law 96-221 regula tions are listed with considerable 
specificity in our written statement. Some of the highlights include 
authorizing  Federa l associations to: (1) have tru st departmen ts; (2) 
invest in consumer loans, commercial paper, and corpora te debt 
securities; (3) make real esta te loans on an expanded basis; (4) offer 
NOW accounts ; and (5) issue credit cards.

On the  whole, these  new regulations are statements of sta tuto ry 
authority , rat her than being detailed and restrictive. Our intent  
has been to leave business decisions to management  r ath er  than to 
the Bank Board. Specific deregulatory  initiatives the Bank Board 
has taken include grant ing associations grea ter auth ority and flexi­
bility in the branching , liquidity, and outside borrowing areas. In 
addition, the  Bank Board has delegated authority  to the  FHLBanks 
to approve 26 different types of applications, ranging from certa in 
types of mergers to deregis trations of savings and loan holding 
companies.
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RENEGOTIABLE RATE MORTGAGES AUTHORIZED

By any standard , one of the  Bank Board’s most significant regu­latory actions of 1980 was its extension to Federa l S&Ls of a uthori­ty to issue renegotiable  rate  mortgages. RRMs a re designed to help S&Ls escape the  classic trap of borrowing shor t and lending long. It is generally conceded that  the  major hope for the continued viability of S&Ls rests with mortgage inst ruments  that  permi t inte res t rates to be adjusted to allow portfolio yields to move in tandem with the  cost of funds. It is essential that  S&Ls have the ability  to employ mortgage inst ruments  tha t have yields t ha t corre­late in a meaningful  way with fluctua tions in marke t inte rest  rates. Although the Bank Board has RRM regula tions in place, it current ly is exploring ways to  modify them in order  that the  asset side of associations may respond more realis tically  to the demands of the liability  side.
This is particularly important because almost the  ent ire inflow of funds into S&Ls is already at market rates , despite the fact tha t the formal rat e decontrol process unde r Public Law 96-221 was stipu lated  as lasting 6 years.  Of savings and time deposits outstand­ing, about 55 percent consist of variable rate and jumbo certificates tied to market rates; moreover, this  percentage is continuing to rise. Yet the  vast bulk of mortgages in S&L portfolios continue to be of the long-term, fixed-rate variety;  and, regardless of the  Bank Board’s actions in approving new and more flexible instruments, it will be years  before S&Ls will have the bulk of their  assets in new mortgages. So, for a considerable period, S&L portfolio yields will change little in contrast to the volatile  behavior  of the  cost of funds.

FSLIC OUTLAYS

Another subject I would l ike to discuss is the  FSLIC. Because of the conditions affecting S&Ls, the FSLIC experienced the heaviest  problem case workload in its history  during fiscal 1980, with nine cases being concluded in the  12-month span. Gross outlays  exceed­ed $1,000,000,000. While this  sum is substantia l, I must  emphasize that it repre sents  a gross figure. We know from past experience that  the  tota l net  cost to FSLIC will be only a fraction  of gross outlay, because the FSLIC attempts to dispose of the assets it acquires at the most favorable t ime in the inte rest -rate  cycle.
We are proud of the  way in which the  FSLIC’s s taff handled the enormous responsibility presented by these cases. Each case in­volved unique problems which had to be resolved unde r conditions of considerable pressure, and in a man ner consis tent with the  most cost-effective use of the  FSLIC insurance fund. In each of the nine cases, the  Bank Board determ ined that the  cost of the defaul t prevention action would be less than  the cost of liquidation.
Because of the impact of high inte rest  rates , we anticipate a significan t increase in the number of problem inst itut ions  which will requi re FSLIC involvement in 1981. Our best estimate  is that gross cash outlays in 1981 will be about $1,200,000,000.
To add some perspective, I would like to note th at  despite the large cash outlays in 1980, th e FSLIC insurance fund actua lly grew by $500,000,000. Even assuming the  large outlays in 1981 I men-
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tioned, the fund should increase by a nother  $590,000,000 to a total 
of $6,700,000,000 as of September 30, 1981.

NEED FOR ADD ITIO NAL  EX AM IN ER  POSIT IONS

The final ma tter  I wish to discuss is our  reques t to hire  15 
additional field examiners. This modest increase represents  a sub­
stan tial paring down of our original request for 61 examiners and 
eight additional supervisory slots. I canno t stress  enough the  fact 
tha t we need more examiners if we are  to be able to continue  
discharging our responsibilities to the  public and the  savings and 
loan industry  in a responsible manner.  The plain fact is th at  Public 
Law 96-221, with its new grants  of investment  and o ther  authority,  
has considerably enhanced those responsibili ties, as have other 
trends in the indust ry, such as an increase in the  number of 
mutual savings bank conversion applications  and a growth in prob­
lem associations. Curren tly, we calculate that  expanded examining 
responsibilities stemming from Public Law 96-221 will add, by 
conservative estimate, one addi tional day per examinat ion.

As a  final point, I wish to note the fact th at  during  fiscal year 
1980 average staf f days per examination declined for the first  time 
since before fiscal year  1975. We would like to regard this accom­
modation of existing resources and expanding responsibility as a 
positive sign of improving productivity. In view of the industry’s 
financial position during  this year and our efforts to focus exami­
nation staff increasingly on problem associations, however, this 
resul t indicates as well a real “stre tching” of our examination force 
and a potentia l real loss in quality and depth in our examination 
efforts. This potent ial is particularly significant given the extra 
day of examinat ion time we a re positing as a byproduct of Public 
Law 96-221. While we recognize the need to pare Federa l expendi­
tures, we believe that the  unique significance of a stable financial 
system for the health of our economy, and the  direct correla tion 
between the availab ility of examiner resources and the main te­
nance of tha t stability, argues strongly in favor of p ermi tting the 
Bank Board the very modest increase we are requesting in the size 
of our examining staff.

The Bank Board is blessed with an outstanding  staff. We will be 
pleased to answer any questions you have.

[The full statem ent  follows:]
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Mr. Chairman, Members of the Subcommittee, I am pleased to 
appear before you today to testify on behalf of the Federal Home 
Loan Bank Board concerning our agency's fiscal year 1982 budget. 
Consistent with the need to minimize Federal expenditures, our 
1982 request of $60,.890,000 is only 3.9 percent greater than 
oar 1981 estimate of $58,595,000 (ah increase of less than 1/3 
the inflation rate for 1980). This $2,295,000 increase flows 
primarily from anticipated general price increases over which we 
have little control. Although I will touch on several budgetary 
matters in my formal statement, I will deal primarily with the 
state of the economy as it affects the S&L industry, the agency's 
regulatory (and deregulatory) activities, and with the activities 
of the Federal Savings and Loan Insurance Corporation. This is 
in keeping with our desire to assist the Committee in its policy 
oversight function.

Economic and Financial Developments 
As you are all aware, the behavior of the nation's economy 

in 1980 was extremely erratic, with high inflation remaining the 
overriding problem. Early in the year, the widely anticipated 
recession arrived, generating a precipitous 9.9 percent annualized 
decline in real gross national product in the second quarter.
The 1980 recession proved extremely short-lived, however, with 
real GNP growing in the third quarter at an annualized rate of 
2.4 percent. Durable goods orders and industrial production 
continued to advance in the final months of the year, and real 
GNP rose at a 5 percent rate in the fourth quarter.

Unprecedented fluctuation in interest rates also characterized 
1980. Historically high rates for both short and long-term securities 
were recorded in late March and early April. These highs were
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the culmination of a prolonged increase in interest rates in 
response to an escalation in inflation and to actions taken by the 
Pederal Reserve. Reacting to the short-lived recession, the second 
quarter saw a dramatic fall in interest levels, with short-term 
rates plunging 8 to 10 percentage points, and long-term rates fall­
ing 3 to 4 percentage points. After reaching troughs in late 
summer, interest rates began a climb which lasted for the remainder 
of the year, with many rates reaching new peaks in mid-December.

In part, this behavior reflected the general factors that 
in recent years have led to greater volatility in rates: (1) 
structural changes in the financial markets; (2) greater emphasis 
on monetary policy as a means of implementing a counter-cyclical 
stabilization policy; and (3) higher and more variable rates of 
inflation. The extraordinary volatility in interest rates displayed, 
over the course of 1980, however, is largely attributable to 
changes in the operating strategy of the Federal Reserve. In 
1980, the Federal Reserve focused its attention on the behavior 
of bank reserves and, hence, on the growth of the money supply, 
placing less emphasis on controlling the Federal funds rate and 
other interest rates. The Federal Reserve's actions, of course, have 
been taken to counter inflation —  the nation's major economic 
problem and the number one enemy of the thrift industry. The Bank 
Board has worked closely with the Federal Reserve in this area and 
will continue to do so.

The roller coaster nature of interest rates during 1980 created 
a very difficult operating environment for savings and loan associa­
tions. Deposit flows remained depressed, particularly in relationship 
to demands for housing credit. The net increase in savings for 
FSLIC-insured institutions in 1980 totalled $41 billion, only 
5.5 percent greater than the inadequate savings flow of $38.9
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billion recorded in 1979. Of thia sum, interest credited to 
savings accounted for $30.3 billion. Net new savings receipts 
thus amounted to only $10.7 billion. As you know, S&Ls faced intense 
competition for savings from money market funds and from Treasury 
securities issued at market rates. Savers have become highly sophisti­
cated and simply will not accept interest rates that are not competi­
tive and do not compensate for the high rate of inflation.

Moreover, total mortgage loans made by S&Ls in 1980 fell to 
$71 billion, 28 percent below the 1979 figure. This sharp 
decline was inevitable in light of 1980's high mortgage interest 
rates and their negative impact on the flow of mortgage credit 
in early and late 1980. Over the course of the year, the number 
of mortgage loans closed declined sharply more than seasonally 
in the first half, increased during in the late summer and early 
fall as interest rates sharply decreased, and thereafter declined 
again in response to the renewed upward movement in rates.

Finally, 1980 witnessed a substantial decline in S&L 
earnings. Net income of associations, computed as a percentage 
of average assets (ROA), declined steeply in the first half of 
1980 to .17 percent. This figure was nearly 75 percen t  be lo w  t h e .45 
percent ROA recorded in the last half of 1979, and was well below 
the previous post-World War II low of .38 percent set during the 
first half of 1967. It was in stark contrast to the .83 percent 
ROA for the second half of 1978. Unfortunately, while firm numbers 
are not yet available, it appears that earnings for FSLIC-insured 
institutions during the second half of 1980 will be rather similar 
to the depressed first half figures. Moreover, it must be emphasized 

that there were a large number of S&Ls having ROA even less 
than the low industry average, with many incurring operating 
losses. The primary causes of the sharp downturn on profitability
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include the high levels of interest rates paid by associations 
for savings and borrowings during most of the year, as well as 
the reduction in loan fees and commitment income resulting from 
reduced lending activity. There was also the continued large volume 
of old low-yielding loans, carrying fixed interest rates, still 
on SS.L books. Development of methods for SiLs to sell these low-yield 
mortgages is currently a high Bank Board priority. Under normal 
circumstances, it will be many years before these "underwater** instru 
ments are rolled over into mortgages carrying viable interest rates.

In addition to causing a severe impact on the savings and 
loan industry, the high interest rates that prevailed during 
most- of 1-980 -- with mortgage loan commitment interest rates ending 
the year at about 15 percent —  had a dramatically negative impact 
on housing starts. Housing starts totalled only 1.29 million 
units in 1980, off sharply from the 1.75 million units recorded 
in 1979. One-to-four family units accounted for 958,000 starts, 
while starts of four or more unit structures totalled 331,000 units.

To the extent it could, the Bank Board tried to ameliorate 
the difficult economic circumstances confronting S&Ls and housing
in 1980. Substantial support continued to be offered by-our--------
district Federal Home Loan Banks, which increased their advances 
to members and institutions in 1980 by $7.1 billion. Advances 
outstanding totalled $49 billion at year-end 1980. An innovative 
feature of the FHLBanks* 1980 efforts was the Targeted Advances 
Program developed by the FHLBank presidents and the Bank Board's 
staff. Under this program, member institutions most in need of 
assistance were granted a subsidy on their advances of up to 250 
basis points. Up to $100 million was made available to subsidize 
advances under the program. Ultimately, TAP advances of $121 
million were made to member institutions, including 12 minority
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associations, providing important support for their earnings.
Another source of FHLBank assistance to members during 1980 was 
a new dividend policy under which the Bank Board authorized the 
FHLBanks to pay maximum dividends on a quarterly basis, instead 
of only at year end, beginning with the second quarter of 1980.
Under the new policy, dividends were allowed to be paid out of 
undivided profits, and the cost of funds to members as an upper 
limit in the dividend rate was eliminated, as was the dividend 
limitation based on the ratio of average advances to undivided 
profits. A final Bank Board initiative to assist the S&L industry 
during 1980 was our authorization of a $50 million dividend 
payment by the Federal Horae Loan Mortgage Corporation to the 
holders of its stock, the FHLBanks. The FHLBanks have used the 
funds for the TAP program and to help finance increased dividends 
to their members.

Turning to prospects for the future, and for 1981 specifically, 
the key to the performance of the S&L industry is the behavior 
of interest rates. Given the continued high cost of funds for S&Ls, 
much of which will be locked in for at least 6 months, only a substan­
tial interest r a te dec l i n e over - t h e  rest  of the year would save the 
S&L industry from poor profitability. Even if there were simply a 
moderate improvement in interest rates,'however, we would expect in­
creased savings flows into institutions. Including interest credited, 
the net 1981 savings gain for S&Ls could amount to approximately 
$52 billion.

Assuming that mortgage credit is available at an interest 
level of 12 to 13 percent later during 1981, rather than the current, 
average rate of 15 percent, the strong pent-up demand for housing 
could lead to some recovery in housing starts in 1981 over 1980.
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Still, current high levels of mortgage interest rates appear to make 
inevitable a sharp down-turn in housing starts in the early 
months of this year, with housing starts averaging perhaps 1.15 
million units during the current quarter. But, if interest 
rates decline, we foresee 1981 housing starts as totalling between 
1.4 and 1.5 million units. I wish to emphasize that, although 
these figures would represent some improvement over 1980, they 
would still represent a very subnormal level of housing production 
activity —  particularly in light of the fact that demographic pres­
sures are expected to generate an extraordinary demand for housing 
during the present -decade. Moreover, this improvement depends upon' 
our willingness to assume a decline in interest rates, which some 
experts believe will be held at high levels because of inflationary 
pressures.

In terms of the SS.L industry itself, we believe that foreseeable 
economic conditions will make it difficult for some years to come to 
arrest its declining ratio of capital base to assets.

Regulatory Activity
------The adver se effect of the economy on the S&L industry during
1980 lent a special urgency to the Bank Board's regulatory efforts. 
These efforts, which have demanded an enormous amount of effort 
from our staff, have been devoted primarily tos (1) implementing 
the multitude of statutory changes mandated by the Depository 
Institutions Deregulation and Monetary Control Act of 1980, Public 
Law 96-221f and (2) seeing that the Bank Board's regulations, 
old and new, conform with the imperatives of regulatory simpli­
fication and, where possible, deregulation.
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At this time, the Bank Board has issued final regulations 

effectuating all the major statutory provisions enacted by Public 
Law 96-221. These include regulations authorizing Federal associa- 

. tions to: (1) have trust departments; (2) invest in consumer 
loans, commercial paper and corporate debt securities; (3) make 
real estate loans on an expanded basis without regard to former 
dollar amount, percentage-of-assets, and geographic limits; (4) 
issue mutual capital certificates; (5) offer NOW accounts to 
their customers; (6) issue credit cards based on an unsecured 
line of credit; and (7) invest up to 3 percent of their assets 
in their subsidiary service corporations, as opposed to the 
former 1 percent ceiling.

Under authority of Public Law 96-221, the Bank Board also 
has issued regulations: (1) permitting FHLBank members to make 
investments in qualifying mutual funds that can count towards 
satisfaction of the statutory liquidity requirement; (2) providing 
for the new $100,000 insurance of accounts level for FSLIC-insured 
institutions; (3) authorizing Federal' mutual savings banks to 
utilize their "leeway" power to invest up to 5 percent of their 
assets in commercial, corporate or business loans, and to maintain 
corporate demand deposits in connection therewith; (4) extending 
authority to State-chartered stock associations to obtain Federal 
stock charters; (5) interpreting the Federal preemption of State 
usury laws, not merely for S&Ls, but for all Federally-related 
lenders, and specifying the consumer protection provisions that 
must apply to mobile home loans if the latter are to be covered 
by the usury override; and (6) authorizing the FHLBanks to settle 
and process NOW account drafts.
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In developing regulations implementing Public Law 96-221, 

and in its other regulatory activities, the Bank Board has acted 
in accordance with Title VIII of that legislation, the Financial 
Regulation Simplification Act of 1980, which basically requires 
the Federal financial agencies to issue simple, clearly written 
regulations that do not impose unnecessary costs and paperwork 
burdens on the economy, on financial institutions or on consumers. 
The Bank Board's regulations deliberately have tended to be 
broad statements of statutory authority rather than being parti­
cularized, detailed and restrictive in nature. The intent has 
been to leave business decisions and the possibilities for innova­
tion to local S&L management rather than substituting the Bank 
Board's judgment. This particularly has been the case with respect 
to the regulations on consumer lending, real estate lending, 
credit card authority and mobile home lending. In addition to 
leaving more discretion to management and yielding a more compre­
hensible regulation, this approach, in the case of the real estate 
lending regulations, eliminated the need for Federal associations 
to maintain detailed records in order to permit monitoring of 
compliance with dollar amount, percentage-of-assets, and geographic 
limitations.

Other Bank Board regulatory actions that should reduce 
regulatory complexity, paperwork burdens, and costs, or eliminate 
restrictions on the ability of S&L management to exercise business 
judgment, include revisions of our branching, outside borrowing, 
and liquidity regulations. Concerning branching, the Bank Board 
has eliminated two major regulatory requirements under which an 
association had to demonstrate "need" and "probability of suc­
cess" for a proposed branch office, leaving only a satisfactory

74-315 0— 81-- 11
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Community Reinvestment Act record, lack of undue injury to other 
thrift institutions and safety and soundness as the basic brahch- 
ing criteria.

Similarly, as indicated, the Bank Board has amended its 
borrowing regulations to provide associations with greater 
authority and flexibility to borrow from sources outside the 
FHLBank system, while continuing to assure that borrowing activity 
does not adversely affect the safety and soundness of FSLIC- 
insured institutions. Under the amended regulations, the Bank 
Board now permits associations to borrow in an amount equal to 
50 percent of their total assets, and not just savings, as previously 
required. 'This change will allow institutions to.manage their 
liabilities in accordance with changing market gonditions without 
unnecessary regulatory interference.

The Bank Board also has acted to enhance association flexibility 
by reducing the liquidity requirement from 5.5 percent to 5 percent.
The reduction will provide FHLBank members with greater ability to 
manage their investment portfolios in ways tailored to their individual
needs.

In another significant simplification step, the Bank Board 
also delegated authority to the FHLBanks to process and approve 26 
different types of applications. This step will ensure applicant 
institutions of expedited handling of their requests by eliminating 
unnecessary and duplicative review, while at the same time permitting 
a more efficient use of the Bank Board's headquarters staff, and 
of the Bank Board members’ time. The categories of applications 
affected range from certain types of mergers to unprotested FHLBank 
membership applications to deregistration of savings and loan 
holding companies.
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The efforts of the Bank Board to maximize regulatory simplifi­

cation and deregulation are continuing during 1981. In particular, 
we will use the requirements of the new Regulatory Flexibility Act 
to assess the impact of regulations on small businesses, and to 
achieve tiering in our regulations wherever appropriate and 
statutorily permissible. Likewise, to achieve prompt compliance 
with the Paperwork Reduction Act, which goes into effect on April 1, 
1981, we are developing plans to inventory, evaluate and prune our 
collection of information requirements. We will make every effort 
to help 0MB meet the mandatory paperwork reduction goals imposed 
by that Act.

By any standard, one of the Bank Board's most significant * 
regulatory actions, of 1980 was its extension to Federal S&Ls of 
authority to issue renegotiable rate mortgages. RRMs are designed 
to help S&L's escape the classic trap of borrowing short and lending 
long by providing them with a mortgage instrument that will increase 
its yield to the institution in response to the same general market 
forces that require the institution to pay more money to depositors.

It is generally conceded that the major hope for the continued 
viability of S&Ls rests with mortgage instruments that permit 
interest rates to be adjusted to allow portfolio yields to move 
in tandem with the cost of funds. It is essential that S&Ls 
have the ability to employ mortgage instruments that have yields 
that correlate in a meaningful way with fluctuations in market 
interest rates. Although the Bank Board has RRM regulations in 
place, it currently is exploring ways to modify them in order 
that the asset side of associations may respond realistically 
to the demands of the liability side.
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In the proposal stage are two additional alternative rate 

mortgages —  the shared appreciation mortgage (SAM) and the graduated 
payment adjustable mortgage (GPAM). Both proposals, which still are 
undergoing staff analysis, are intended to make mortgage financing 
available to borrowers unable to find affordable credit in a 
high interest rate environment —  thus helping to close the
financing gap associated with the standard fixed-payment mortgage.
The SAM would operate by giving the borrower a below-market, 
fixed rate of interest on the loan, in exchange for which the 
lender would get interest equal to a share of the appreciation on 
the security property. Because it would allow a lower fixed rate 
of interest and monthly payment than more traditional instruments, 
we expect‘the SAM could be attractive to those individuals, such 
as first-time homebuyers and moderate income borrowers, ordinarily 
priced out of the market. Also, SAMs could be useful to elderly 
homeowners refinancing existing homes or "buying down" to smaller 
homes as a means of avoiding large monthly payments. We expect 
that borrowers with significant accumulated equity or with above- 
average incomes would be less likely to be interested in a SAM.

The GPAM essentially would combine the basic features of the 
RRM and the graduated payment mortgage (GPM). GPMs are instruments 
that provide for lower scheduled payments at the beginning of the 
loan term than would be provided by a comparable standard mortgage, 
with payments gradually rising to a level sufficient to amortize 
the remaining principal balance. A GPM permits an individual 
who has an expectation of an increase in income, but who currently 
cannot afford to carry a conventional mortgage, to obtain home 
financing. The GPAM thus should be attractive both to borrowers 
and lenders, making mortgage finance available to a wider spectrum
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of potential homeowners while providing S&Ls with increased investment 
flexibility. Under our proposal, the GPAM initially would have 
lower monthly payments than either a conventional fixed-rate mortgage 
or an RRM. The monthly payment amount would increase gradually during 
a period of up to ten years. The proposed regulation would also permit 
changes in the loan interest rate every 3, 4, or 5 years, depending on 
the movement of the national index currently used by the RRM regulation. 
However, there would be a 15 percent limit during the graduation period 
on the amount by which the monthly payment could increase from any one 
year to the next. Except for the graduated payment feature, the GPAM 
would operate similarly to the RRM.

■ As X have indicated, the Bank Board's regulatory activity during 
1980 was directly linked to the effects of the economic environment on 
the S&L industry. We believed it was extremely important to have the 
regulatory authorizations for the new asset and liability powers 
provided by Public Law 96-221 in place at the earliest possible 
date. Likewise, we felt it was essential to have flexible rate and 
other new mortgage instruments developed on a prompt basis as a 
mearrs to. ease the impact of volatile economic conditions on the safety 
and soundness of S&Ls and their ability to survive as mortgage lenders.

The speed with which we have acted, however, will not be matched 
by an equally prompt appearance of positive results for the industry.
It will be a considerable time before the new empowerments for S&Ls 
have a significant, beneficial impact on the industrys' collective 
balance sheet. For instance, new asset powers of. S&Ls will be con­
strained, and in some cases may be negated, by the tax laws
governing the bad debt deduction available to S&Ls. These laws reduce 
sharply the value of this important deduction to an association which 
has qualifying assets, primarily housing credit, that amount to less 
than 82 percent of total assets, and thus could act as a disincentive 
to associations to use their new consumer lending authority.
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The delay in impact will be felt with special keenness in 

the flexible mortgage area. Almost the entire inflow of funds 
into S&Ls is already at market rates, despite the fact that the 
formal rate decontrol process under Public Law 96-221 was stipulated 
as lasting six years. Of savings and time deposits outstanding, 
about 55 percent consist of variable rate and jumbo certificates 
tied to market rates; moreover, this percentage is continuing to 
rise. Yet, the vast bulk of mortgages in S&L portfolios continue 
to be of the long term, fixed-rate variety; and, regardless of 
the Bank Board's actions in approving new and more flexible 
instruments, it will be years before S&Ls will have the bulk of 
their assets in new mortgages. So, for a considerable period,
S&L portfolio yields will change little in contrast to the volatile 
behavior of the cost of funds. In any event, it must be noted 
that the Bank Board's regulatory structure for flexible rate 
mortgages would still leave portfolio yields more sluggish than
the cost of funds.

The ability of S&Ls to earn a reasonable return on assets 
and to maintain a sound capital position, therefore, is bottomed 
inevitably on a reduction in interest rates, the unavoidable 
precondition for which, of course, is a meaningful reduction in 
the rate of inflation. Unfortunately, even the most sanguine 
forecasters foresee at best gradual decline in inflation. This 
strongly suggests, as I have indicated, a persistence of high 
interest rates and a continuation of the poor earnings and declining 
capital position plaguing the S&L industry for several years 
ahead until the palliative impact of new powers and mortgage 
instruments finally begins to be felt.
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Federal Savings and Loan Insurance Corporation Activity

Another aspect of the Bank Board's operations I would like 
to discuss is the FSL1C. Because of the conditions affecting S&Ls, 
the FSLIC has been unusually active in past months. In fact, during 
fiscal 1980, the FSLIC experienced the heaviest problem case workload 
in its history, with 9 cases being concluded in the 12-month span.
Gross outlays to prevent the liquidation of insured institutions ex­
ceeded ?1 billion, the majority of which was spent to purchase GNMA 
securities and mortgage loans. While this outlay was substantial, I 
must emphasize that it represents a gross figure. If past experience 
is any guide, actual costs to the FSLIC, after the assets acquired are 
disposed of at a propitious point in the interest rate cycle, should 
only be a fraction of gross outlays.

We are proud of the way in which the FSLIC's staff handled the 
enormous responsibility presented by these cases. As is typical, 
each case involved unique problems which had to be resolved under 
conditions of considerable pressure, and in a manner consistent with 
the most cost effective use of the FSLIC insurance fund. In each of 
the 9 cases, the Bank Board determined that the cost of the default 
prevention action would be less than the cost of liquidation.

The single most important factor leading to FSLIC cash outlays 
was commitments by S&Ls to purchase GNMA securities. Excessive com­
mitments to purchase loans or securities expose S&Ls to high risks 
during periods of volatile interest rates. In recognition of this, 
the Bank Board has required S&Ls to limit such commitments to levels 
that can reasonably be funded. As a result of this regulatory con­
straint, we foresee a diminished liklihood of FSLIC outlays being 
generated by the inability of S&Ls to fund commitments to purchase.

Because of the high interest rates that have resulted, and will 
continue to result, in decreased earnings of FSLIC-insured institutions



166

- 15 -

we anticipate a significant increase in the number of problem institu­
tions which will require FSLIC involvement in 1981. Of course, the 
emergence of some types of problem cases is largely unpredictable. We 
do expect the average outlay per case to decrease relative to 1980, 
however, and we are thus hopeful that meeting our insurance obligations 
will generate only slightly higher overall outlays. Our best estimate 
is that gross cash outlays in 1981 will be about $1.2 billion.

I must stress that it is difficult to predict the level of FSLIC 
expenditures for problem cases, primarily because FSLIC outlays are 
now closely related to interest rate movements. The fact that even 
the best interest rate forecasts in recent years have been subject 
to substantial error points out the tentativeness of our estimates.

As a final matter, however, to add some perspective, I would 
like to note that despite the large cash outlays in 1980, the FSLIC 
insurance fund actually grew by $500 million. Even assuming the 
large outlays in 1981 I mentioned, the fund should increase by another 
$590 million, to a total of $6.7 billion as of September 30, 1981. 

Budget Issues
At this point, I would like to focus on several items related 

to our fiscal year 1982 budget justification: the request for 
additional personnel; our cooperation with State regulators; our 
equal employment record; and our administrative and nonadministrative 
expenses subject to limitation.
Additional Personnel

With respect to staffing, we are asking you to allow us to 
hire 15 additional field examiners. Consistent with our strong 
interest in fiscal responsibility, this modest increase represents 
a substantial paring down o f  our original request for 61 examiners 
and 8 additional supervisory slots. I can not stress enough the
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fact that we need more examiners if we are to be able to continue 
discharging our responsibilities to the public and the savings 
and loan industry in a responsible manner. The plain fact is 
that Public Law 96-221, with its new grants of investment and 
other authority,, has considerably enhanced those responsibilities, 
as has the generally adverse condition of the economy.

The impact of the new legislation will be felt quickly at the 
field examiner level. Since the new asset and liability powers 
provided by Congress will enable S&Ls, on the whole, to engage in 
activities in which they have no prior experience, there will be an 
increased need for close examiner surveillance of association opera­
tions. This need, which cannot be satisfied without additional 
personnel, will be particularly acute during the start-up period, 
and will be exacerbated by the expected persistence of high inflation 
and by the transition to a free market place for savings interest. 
Apart from the need to give cloie scrutiny to the new, unfamiliar 
activities, their sheer scope also will create extra staffing demands. 
Currently, we calculate that expanded examining responsibilities 
resulting from the new powers conferred by Public Law 96-221 will 
add, by conservative estimate, one additional day per examination.

In addition to developments directly generated by Public Law 
96-221, other trends in the industry, such as (1) an increase in the 
number of conversion applications and (2) a growth in problem asso­
ciations, have generated a need for additional staff. For instance, 
more field examiners clearly will be needed to deal with the projected 
influx of mutual savings banks seeking Federal charters. Attracted 
by more liberal Federal regulations in such areas as branching, a 
number of mutual savings banks already are seeking Federal charters.
In the short term, our examiners must conduct eligibility examinations

 
 

 
 

 

 
 

 
 

 
 

 
 
 

 
 
 

 
 

 
 

 
 



168

T 17 -

of these institutions as applications are received. To date, 20 
institutions with assets over $26 billion have been either examined 
or will be examined shortly. To maintain even a bare minimum 
examination schedule with respect to existing associations in New 
York, we are providing that district with 20 examiners each month 
from other districts nationally, further straining examination capacity 
in those districts. As a result, we are also incurring very signi­
ficant travel and per diem costs, in a year in which the budget for 
these items is already under pressure because of the increase in 
allowable per diem rates, with no corresponding increase in budget, 
and the recent White House directive to cut all travel by 15 percent.
In the long term, these, institutions, once approved for conversion, 
will become permanent additions to our current requirements for 
regular periodic supervisory examinations.

The poor state of the economy has caused "problem cases" to 
grow from 79 in December of 1979 to 121 in January of 1981. The 
trends that have led to this lamentable state of affairs, as I have 
already noted, are likely to persist. Their effect on workload is 
substantial. Examinations of associations "at risk" requires two to 
four times as much effort as those of financially sound institutions. 
Receivership and conservatorship cases, such as we experienced in 
1980 and will doubtlessly experience in 1981, also tie up a substantial 
portion of the examiner force for a long period.

Please bear in mind that this increased pressure on staff is 
coming despite energetic and successful efforts to manage our exami­
nation operations more efficiently. Our handling of problem cases 
provides a good example of these efforts. A major accomplishment 
in this area was implementation of an examination scheduling system 
Which varies the frequency of examinations for particular associa­
tions depending on their relative financial strength. Consequently,
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examiners are now examining the weakest associations in some cases 
twice as frequently as in previous years; from an average of 13 
months between examinations for all associations, examiners are 
are now beginning examinations of associations with poor ratings 
at 6 and 7 month intervals. Additionally, the Bank Board has 
incorporated new uses of the computer in the detection of potential 
problem situations. At both the field and headquarters level, the 
Office of Examinations and Supervision has instituted a policy of monthly 
reviews of computer-generated financial data on associations with poor 
ratings. Other significant management initiatives included development 
of statistics comparing district office performance,- as well as the 
design and initiation of an expanded computer-based examination track­
ing and workload reporting system. Moreover, OES also established 
a results-oriented management control system establishing detailed 
goals and performance measures for senior staff. Efforts to enhance 
our efficiency will, of course, continue, particularly with respect 
to greater use of computer technology, and augmentation of the already 
substantial field office role in the examination process. We are 
certain that these efforts will be very helpful in assisting us to 
identify, interpret and resolve emerging problems in a quick, effective 
manner. By no means, however, can they replace the examination staff 
that will be required on-site and in-person to handle the volume and 
complexity of problems expected in the next several years.

Finally, I wish to note the fact that during FY 1980 average 
staff days per examination declined for the first time since 
before FY 1975. We would like to regard this accommodation of 
existing resources and expanding responsibility as a positive sign 
of improving productivity. In view of the industry's financial
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position during this year and our efforts to focus examination 
staff increasingly on problem associations, however, this result 
indicates as well a real "stretching" of our examination force 
and a potential real loss in quality and depth in our exami­
nation efforts during this time. This potential is particularly 
significant given the extra day of examination time we are positing 
as a by-product of Public Law 96-221. While we recognize the need to 
pare Federal expenditures, we believe that the unique significance 
of a stable financial system for the health of our economy, and 
the direct correlation between the availability of examiner 
resources and the maintenance of that stability, argues strongly 
in favor of permitting the Bank Board the very modest increase we 
are requesting in the size of our examining staff.

Cooperation with State Regulators 
An additional area of interest to the Subcommittee in previous 

years has been our cooperation with State regulators. During the 
past fiscal year, we expanded considerably our efforts to train 
State examiners and to build closer cooperation between Bank Board 
and State examination programs. In terms of training, we essentially 
doubled the number of State examiners trained —  from 300 State 
examiners in FY 1979 to 600 last year. As in FY 1979, State examiners 
attended not only our New Examiner Training School, but courses 
in appraisal and civil rights examinations, as well. Moreover, we 
expanded training for State examiners last year to include, among 
other subject, Regulation Z, forward commitments and computer auditing.

Basic coordination for this State training effort was provided 
by a Joint Committee on Examinations which met 6 times in FY 1980 
and included Bank Board headquarters and field representatives and
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representatives from 6 States. We also held a two-day workshop to 
share Federal and State views on the background and likely impact on 
examinations of Public Law 96-221. This workshop was attended by 41 
State and 18 Federal representatives.

Furthermore, as a major result of Bank Board initiatives during 
1980, we reached agreements with five new States regarding establishment 
of joint Federal-State examination programs. At the end of FY 1980, 
there were only 3 States —  of those which conduct examinations with 
which we had not established some form of cooperative examination 
program, largely and this was the result of these States' volition.
• .In looking ahead, our plans are to continue to expand our training 

and joint examination programs, although the Presidential order 
cutting back agency travel will have an impact on our ability to 
fund travel expenses of State examiners. We are looking forward 
in particular, this year to distributing to States a 40-hour
course on examination of SS.L EDP facilities (which we developed 
internally), including 9 hours of special videotape material.
We will also be looking for ways to expand those joint Bank 
Board/State examination programs already in place.

Equal Employment Efforts
Another area of perennial Congressional concern is that of 

equal employment opportunity. Overall activity since May 1, 1980 
(the period following last budget hearings), in hiring and promoting 
minorities and females has shown steady progress toward meeting 
the Bank Board's affirmative action goals. Of a total of 78 
hires at grade levels GS-11 through SES, 11 employees were minori­
ties, and 20 were females. Five of those females were minorities. 
Considering that this hiring was done during our limited hiring 
period, the results are very encouraging.
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We have placed special emphasis on improving our record in 

savings and loan examining, our most populous occupational field, 
and the efforts are beginning to have an impact on hiring patterns. 
For example, the San Francisco district has begun an innovative 
program of selecting clerical employees who exhibit high levels 
of interest and potential for success and enrolling them in an 
intensive upward mobility training program designed to provide 
the basic skills needed for the jobs. Of the initial group, two 
black females, one black male, and one white female have been 
promoted into savings and loan examiner career positions which 
have promotional opportunities to the GS-12 level.

In another attempt.to increase our hiring of minority and 
female examiners in this area, the Bank Board requested and received 
delegated authority from OPM to recruit and examine applicants for 
GS-4 savings and loan examiner trainee positions. Of the 27 selec­
tions made under this program to date, 8 trainees are minorities, 
including three minority females, and 6 are white females. As a 
result of this success, we are now in the process of establishing 
a similar examining program for examiners at the normal entry 
levels of grades GS-5 and 7.

We were also more successful in increasing new hires at the 
GS-5 and 7 levels through regular channels such as PACE and 
interagency transfers. More aggressive recruiting produced 18 
minorities and females (6 minority males, 2 minority females, and 
10 white females) out of a total of 45 hires during the period.

We also have had some breakthroughs at the supervisory/manage- 
.ment levels this year. A minority male was selected for an 
Assistant District Director position at the GS-14 level, and a 
minority male and white female were selected for Field Manager 
positions at the GS-13 level. The latter placement represents
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our first promotion of a woman into this first line supervisory 
position. The specialized requirements of savings and loan exam­
iner positions make it very difficult to hire candidates at the 
higher levels; however, our efforts for increasing hires at the 
entry level positions will provide a substantial pool of candidates 
for filling supervisory and management positions in the future.

There remains a gap in the average grade levels between white 
males and both females and minorities, but actions taken this year 
are already producing results and should show significant changes 
as the new employees gain the necessary experience and training 
for higher level positions. . . . .
Administrative and Nonadministrative Expense Limitations

Finally, I would like to touch on the Bank Board's administra­
tive and non-administrative expenses subject to limitation. As 
I stated that the beginning of my statement, the Bank Board is 
asking for authority to spend $60,890,000 in fiscal year 1982.
This is only 3.9 percent above the $58,595,000 revised estimate for 
fiscal year 1981. The increase essentially stems from anticipated 
general price increases over which we have little control, including 
the pay and benefit adjustments required by the October pay raise, 
increased travel costa (primarily examiner travel), and supplies, 
materials and services required to carry on our operations at 
about the same level as that planned for fiscal year 1981. The 
current 1981 estimate against which the 3.9 percent increase is 
measured includes our supplemental requests to cover the costs of 
the October 1980 pay increase ($3,530,000) and the increased 
travel costs ($930,000 for examiner travel) associated with the 
increases in per diem and mileage allowances authorized by Public 
Law 96-346.
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The Bank Board believes that the spending requests contained 
in the budget justification, which was previously submitted 
to you, are reasonable and necessary if we are to carry out 
our statutory duties to ensure the safety and soundness of the 
thrift industry and to assist it in its job of financing the nation's 
housing needs. As I have explained, 1981 promises to be a difficult 
year for the thrift industry and housing given the economic fallout 
from 1980 and the continuation of difficult economic conditions 
during the current year. And, these problems will directly 
translate into an enhanced regulatory and supervisory responsi­
bility for the Bank Board. We intend to fulfill that responsibility 
to the maximum, using all our resources and ability to cushion 
the effect of adverse economic conditions on thrifts and housing —  
and to do so at the minimum feasible cost.

This concludes my statement. My staff and I would be pleased 
to respond to any questions the Subcommittee may have.

NOTE: In accordance with 12 U.S.C. §250, this statement has been reviewed only by the members of the Federal Home Loan Bank Board. The views expressed herein represent those of that agency, but do not necessarily reflect the views of the President.
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HOU SING  STARTS

Mr. Boland. Thank  you very much for the well done highlighted 
statement. I don’t think anybody could disagree with your asser­
tions pertaining to th e impact Public Law 96-221 has had upon the 
workload in this area—you hope to meet that  problem by the  15 
additional field examiners. As I unde rstand it, they all will work in the field?

Mr. Dalton. Yes, sir, that is correct.
Mr. Boland. Since the responsibilities imposed upon you under 

that public law add, by the  Bank Board’s own conservative esti­
mate, one additional day for examination, then  I think it incum­
bent that  we recognize the problem and act accordingly. Often­
times Congress passes laws imposing burdens on regulatory agen­
cies and fails to implement those laws with a staf f to make sure 
they are  carried out properly. Of course, we recognize in view of 
the problems the  S&Ls have had in 1980, a nd will possibly have in 
1981, that  examinations  become a very significant operat ion of the  Board and i ts staff.

You have indicated in your stat ement  that  housing sta rts  would 
run around 1,400,000 in 1981. Housing sta rts  totaled 2,000,000 in 
1978, 1,740,000 in 1979, and then due in part to a late surge of 
activity, 1980 sta rts  reached 1,300,000, which was higher tha n ex­
pected. The decrease from 1978 to 1980 represents 35 percent. Your 
best estim ate is 1,400,000 at  th is point in time?

Mr. Dalton. Yes, sir. We estimate 1.4 to 1.5 million units. That  
assumes a decline in inte rest  rate s over the balance of th e year. I 
think if inte rest  rates  stay at  current levels, we will not meet 1.4 million s tart s.

Mr. Boland. Last year  the  former chairman  of th e Bank Board 
stated  that  22,000,000 s tar ts may be needed in the  1980’s to satisfy 
the housing demand. If the housing supply does not increase g rea t­
ly in the  next five to ten years, aren ’t we going to have a very 
severe situa tion with respect to overcrowding and price escalation?

Mr. Dalton. Mr. Chairm an, that  is one of the major problems 
that face the Bank Board and the  Congress, the demand for hous­
ing in the  decade of th e 1980s. The 22 million sta rts  that  former 
Chairman Jan is referred  to last  year are a reflection of the demo­
graphics  of the baby boom coming of age, and having  a significan t 
impact on the  housing needs of the  1980s. The first-time home buyer par ticu larly  is going to be un der severe pressure.

You are  right, if we do not address that  problem from the  stand­
point of emphasis  on housing—and I thin k that  is one of the 
reasons that  we have suggested new mortgage inst ruments  to make 
mortgage money available and to address the  needs of the first ­
time homebuyer with creative  financing techniques—unless we do 
those things I th ink  there  will be a short fall and a real  problem for the  housing industry.

SAVIN GS AND LOAN INDUSTRY PROFITABILITY

Mr. Boland. Of course, the re is no way in the world you can 
address that  problem unless the  mortgage rate s come down. High 
inte rest  rate s determine the number of s tar ts that  migh t be possi-

74-315  0 —81------12
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ble. Everyone is familiar with tha t, and hopefully rates  will de­
cline.

Your s tatement indicated the amount of mortgage loans made by 
member savings and loan associations dropped from 
$103,000,000,000 in 1979 to $71,000,000,000 in 1980. What has this 
done to indus try profitability?

Mr. Dalton. Indust ry profitability for 1980, Mr. Chairm an, we 
think will be—our forecast has jus t come out—about .17 percent 
rate  of re turn on assets. In my s tatem ent, I indicated that was the 
level for the first  half of 1980. It turns  out t ha t this is approximate­
ly the  same for the second half. So it would be 0.17 percent ROA 
for the  whole year .

Mr. Boland. How does that  compare with profitability  a few 
years back?

Mr. Dalton. In 1978 it averaged .82 percent, as I recall. Is tha t 
right, Mr. Kaplan?

Mr. Kaplan. Yes.
Mr. Dalton. That was the  best year  in the  history of t he S&L 

indus try in terms of overall dollars, not in ROA. So in 1978 
through 1980, we have had a significant decline in profitability  for 
the thr ift  industry.

COST OF SA VING S

Mr. Boland. Another issue you have indicated having a negative 
impact on indus try profitabi lity is the  cost of money, which is 
averaging nearly  nine percent, according to the December issue of 
the Federal Home Loan Bank Board Journal.

Is it  t rue  t ha t more th an 50 percent of S&L deposits are cur ren t­
ly in certificates bearing inte rest  tied to m arke t rates?

Mr. Dalton. Yes, sir, it is true , Mr. Chairman. Our most recent 
figures show tha t, in fact, 55 percent of savings deposits of the 
various types are  market- related.  Data as of January 20, show tha t 
37 percent a re in money market certificates, 10.4 percen t a re in the 
2-y2-year savings certificates, and approximately eight percent are 
in what  is called jumbo certificates, for an overall figure of 55 
percent of deposits in market-o riented  savings-type certificates.

Mr. Boland. Tha t is an increase of about 20 percent vis-a-vis the 
figures given the  Committee last year. Is th at correct?

Mr. Dalton. I th ink that is about  right.
Mr. Kaplan. Yes.
Mr. Boland. How much of th at  increase is caused by th e new 30 

month variable ceiling cer tificate for which no minimum deposit is 
required?

Mr. Dalton. We had  only recently authorized that  certificate a 
year ago, and only one percent of savings were then  in that  certifi­
cate. So, 9.4 percent represents the  additional rate  oriented  certifi­
cates due to the 30-month cert ificate.

Mr. Boland. Give us the  cur ren t amount invested in money 
market certificates and in 30 month VCCs.

Mr. Dalton. At Jan uar y 31, 1981 money market certificates 
amounted to $189,300,000,000. The 30-month certificates totalled 
$52,800,000,000.
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IMPACT ON SAVINGS AND LOAN INDUSTRY OF PUBLIC LAW 96-221
Mr. Boland. You indicate the impact t ha t Public Law 96-221 has  had upon the  S&Ls. Would you describe the effect on the  savings and loan industry of the following provisions in the Act: the phase­out in the next six years and ultimate elimination of the  limita­tions on the  maximum rates  of i nterest  and dividends which may be paid on accounts by depository institu tions.  You indicated in your stat ement  tha t in six years  these  rate  differentials  will be eliminated?
Mr. Dalton. Yes. Congress passed this  six-year phase-out. Tha t has, in fact, been accelerated by the  actions of the Depository Insti tution Deregulation Committee.
There is a narrow band in which the  money market  certificate differen tial exists, but it is only a narrow band. There has been a part ial fur the r removal of the differential  on the  money market certificate.
Mr. Boland. How is the NOW account provision progressing, which allows all Federally  chartered savings and loan institutions to permit negotiable order of withdrawal accounts?Mr. Dalton. The NOW accounts, Mr. Chairman, became eligible for use on December 31 of l ast year, and it has been widely used throughout the thr ift  industry . I thin k all large—just about all large S&Ls—are offering NOW accounts; a high percent of medium-size S&Ls and a lot of th e small S&Ls are  offering NOW accounts. The specific numbers to show the early  intere st: in the first 10 days of January, $2,200,000,000 were deposited in NOW accounts across the country, ano ther $400,000,000 in the second 10 days. Tha t very large amount for the first  10 days shows, in fact, there had been advert ising prior to that  time, and ther e were a lot of accounts tha t were antic ipating going into NOW accounts when they became legal.
Mr. Boland. What  about liberaliz ing the limita tions on loans that S&Ls make, and permitting  new activity, like education  loans, consumer loans, and others?
Mr. Dalton. We authorized a number of new types of lending activity in the  last year. I thin k the industry is in the process of beginning to use those new types of loans, such as consumer lend­ing, but I would not consider it to have been used to a wide exten t to this point.
Mr. Boland. What about permitting these institutions to issue credit cards?
Mr. Dalton. The same answer would apply, Mr. Chairman. It has not been widely used a t th is point.
Mr. Coughlin. Mr. Chairman, in this  area  may I ask to what exten t do these new provisions allow S&Ls to  expand the monetary supply?
Mr. Dalton. Let me refer that  to my economist, Mr. Kaplan.Mr. Kaplan. What is relev ant here is the way in which the Federal Reserve defines the money supply. There are a number of well-known definitions, as you know. What is most relevant I th ink  are total  transaction accounts, which include the NOW accounts. So to the extent we have had a net  increase  of $2,600,000,000 in NOW accounts, that of course has created a corresponding increase  in the money supply. However, a large percent of that has come
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from commercial banks. The net impact on the tota l money supply 
has probably been negligible. It has been primarily a shift.

Mr. Coughlin. How about issuing c redit  cards by S&Ls?
Mr. Kaplan. It would not affect any of the definitions of the 

money supply that  th e Federal Reserve has except insofar as it was 
reflected in—but no, it would not be reflected in consumer credi t 
figures, so it would not affect the  money supply as defined by the 
Federal Reserve.

Mr. Coughlin. You estimate the re is about a $2,600,000,000 in­
crease.

Mr. Kaplan. During the first  20 days of Janu ary . To the  e xten t a 
large percent came from large commercial  banks it was a shifting 
of the  money supplv between the  two institutions. There was no 
evidence tha t the  S&Ls themselves are having a  s ignificant impact 
on the  money supply.

Mr. Coughlin. Shifting from commercial banks  to S&Ls?
Mr. Kaplan. T hat  is right.

INFLATIO NARY IMPACT OF NE W MORTGAGE INSTR UM ENTS

Mr. Coughlin. May I ask one o ther  question: to w hat extent will 
various renegotiable-rate mortgages, with which you are  working, 
will build in inflation as well as various variab le-rate  certificates?

Mr. Kaplan. This question has been raised before. The Bank 
Board was a litt le reluctan t at one time to author ize new mort ­
gages because it was felt it was bu ilding in an infla tionary expecta­
tion. But the  real ity is that  we now have had a high rate of 
inflation for over 10 years. It has impacted S&Ls enormously  on 
the  cost-of-funds side to the point where  S&Ls may not be able to 
make any profitability at all with the long-term, fixed-rate mort ­
gage. So we are talking here about  the survival of the industry or 
preventing a large contraction in the  number of S&Ls. The fact is 
that  inflation  has been with us for a  l arge number of years, despite 
the  fact that  we have tried to fight it through tigh t money and 
othe r means. At some point you have to be realist ic about  the 
situation. If we had had inflat ion for one or two years  I could 
understand why we should proceed cautiously, but there has been 
no success in the  b attle  against inflation. The fact is, unless thr ifts  
get these  additional mortgage powers they  simply will not be able 
to operate profitably, and the impact on the housing market will be 
adverse.

Mr. Coughlin. I am sympathetic, bu t my question is, to what 
extent do you look upon your mission as protecting th e institutions, 
and to what extent in prevent ing inflation?

Mr. Dalton. My own perspective of the Bank Board is to make 
mortgage credit available. I th ink  th e Bank Board has  the responsi­
bility to be creative and look at  ways to make mortgage credi t 
availab le in the current environment we have and in the  environ­
ment we have had since going back to the late  1960s. Unless we 
address th at  problem—the tremendous demand for hous ing t ha t we 
will see in this decade—mortgage money will not be available. So, I 
think we have to have flexible mortgage inst ruments  to deal with 
the situation. Clearly inflation calls for us having to address  this 
problem. If we can in fact cure inflation and have a single-digit 
rate of inflation,  these types of inst ruments  would be less critical.
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But I do not think we can put  our head in the sand, hope that  happens,  and not plan for the  real world we have, and may be having, in the foreseeable future.
Mr. Coughlin. In a sense, we a re react ing to the  symptoms and not treating  the cause?
Mr. Dalton. I think the fact is tha t the  changes th at  have taken place in our financial  stru cture in the  last  several  years to crea te the market-type  savings rate certi ficate  the  chai rman asked about  ear lier  show the  need for a flexible mortgage inst rum ent , more flexible than we have today.
Mr. Coughlin. Have you any estim ate or projections as to how many points on the inflat ionary scale these might  create?
Mr. Dalton. I cannot answer your question specifically.Mr. Kaplan.
Mr. Kaplan. Well, the Consumer Price Index is constructed  in such a way that  it tends to exaggerate  the impact of mortgage rates  on inflation. It gives a weight of about 7.5 percent to mort ­gage rates , and it assumes somehow that  every individual refi­nances his house every month  at the  new higher inte res t rate,  which is very unrealistic.
I would say that  probably a more realis tic weighting would be someth ing like two or three percentage  points.
We hope inte res t rates can go down as well as up. Our rate s do reflect economic conditions—because of the weaker economy that may be emerging there could be a decline in interest rates; the adjustable rate inst ruments  would the n begin to reflect  the  de­clines in inte res t rate s once they  came down.
So, in th at  sense, these ins truments  do not necessarily build in inflation into the  mortgage inflation rate.  They do allow the  rates on the  adjustable mortgages to go down if and when the  inte rest  rates  go down; they a re meant to be symmetrical.

SIMPLIFIC ATION OF REG ULATIONS

Mr. Boland. Title VIII of the  Depository Inst itut ions  Deregula­tion and Monetary Control Act is called the Financial Regulation Simplification Act of 1980. It requires that  the  Federal financial regulatory  agencies periodically review existing rules  to ensure need, c larity of expression, and lack of duplication.
Has t he Board been doing that?
Mr. Dalton. Yes, we have, Mr. Chairman. Tha t is one of the major goals of the  Bank Board, to simplify its regulations and eliminate  unnecessary regulations  and make those we do feel a need to impose as cost-effective as possible.

NE W MORTGAGE INSTRU ME NT  ACTIVITY

Mr. Boland. On September 30, 1980, the Bank Board proposed regulations  for the  creation of the  Shared Appreciation Mortgage (SAM). Basically, a shared appreciation mortgage is a mortgage loan in which the borrower agrees to shar e t he prop erty’s apprecia­tion with the  lender in return  for an inte res t rate below t ha t on a stan dard mortgage. What is th e sta tus  of the  Bank Board’s regula­tory activ ity concerning the SAM?
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Mr. Dalton. For Federally chartered savings and loans, we have 
only proposed these  regulations.

Mr. Boland. So, you have not had any activity in that. Is that 
also true in the graduated mortgages?

Mr. Dalton. Yes.
Mr. Boland. How about the renegotiable rate  mortgage?
Mr. Dalton. Tha t was authorized in the  spring of 1980.
Mr. Boland. How is it going?
Mr. Dalton. It is going very well. I think in the  first 60 days of 

its existence, we found some 25 percent of associations we sur­
veyed, were offering tha t mortgage. Some associations are  offering 
it exclusively. In t erms  of specific figures of what has been done for 
the year, I am sure we could supply that  information for the 
record, if you like.

[The information follows:]
The only firm da ta on RRM and sim ilar  mortgages avai lable  at  thi s time are  

dolla r balances  held by insured associations as of Ju ne  30 (similar info rmation  is 
being collected by the Bank  Board for December 31, but will not be avai labl e unt il 
the  end of March). These  d ata  show 240 of the 4,065 FSLIC-insured associations held 
$884 million in RRM or similar mortgages. Most of these,  however, were  held  by 
state-char tere d associations  and made in accordance  with sta te law regulations. 
Only 117 of the 2,012 Federally cha rte red  associations reported RRM’s with  bal­
ances of $194 million. Federal associations  had been firs t authorize d to issue RRM’s 
only in April, however. About 55 p ercent of associa tions are  cur ren tly  est ima ted to 
be offering  some type of adjustable ra te mortgage,  including VRM’s as well as 
RRM’s. Recent  discussions with S&L indus try  leaders indicate sub stantial increased 
use of the  RRM in the  future .

INTERSTATE BRA NCHING

Mr. Boland. What about the  sta tus  of the McFadden study 
which has been undertaken to determine  if changes are  needed 
concerning inte rsta te branching author ities?

Mr. Dalton. Mr. Chairman, we solicited comments on the 
McFadden study once it was released and sent to the  Congress. 
Tha t comment period is sti ll open. The Bank Board wants to have 
the inpu t from the  Congress, from government officials, from the 
public, and the  indust ry on that  study as it affects the thr ift 
industry. We are  not going to do anything precipitous on t ha t until 
we have had an opportun ity to address  the impact and have the 
opportunity  to assess the  comments from those sectors.

Mr. Boland. When does the period close in which comments may 
be offered?

Mr. Dalton. The c urrent comment period goes through February 
13. The Board will make a determination  within the next week if 
indeed we want to extend that  comment period. The comments we 
sought on the McFadden Act had to do with the S&L branching in 
the Washington metropolitan area.

Mr. Boland. Mr. Traxler.

TRAININ G OF STATE EXAMINE RS

Mr. Traxler. Mr. Chairman, I have a couple of questions in 
connection with the Board and the sta te examiners . Turn to page 
E-10 of the justifications where you have the detailed travel 
budget. The 1981 justifications included the following comment: 
“Each of the 1980 and 1981 budgets include $250,000 to pay trans-
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porta tion and subsistence expenses of s tate  examiners  to continue the  tra ining program approved by the Congress.” There is no simi­lar  s tate ment in the 1982 justifications. What was actua lly spent in 1980 on sta te examiner t rain ing  travel?
Mr. Dalton. Mr. Traxler, we thin k this is a very important program and we are certa inly  committed to it. In fact, in 1980, we doubled the number of state examiners that  were trained  compared to 1979. We established a good program this year. There is a possibility with the Pres iden t’s travel limitation  that  it will affect our ability  to pay for travel for state examiners to part icipate in train ing. We have appealed to th e OMB concerning field tra vel and positions. We may have to negot iate with the  stat es to see if they will offset. It is our inten tion to maintain the program at $400,000.Mr. David Taylor is Director of our office supervision, he might wan t to add something to th at.
Mr. Taylor. To go back to 1980 (although I do not know the division between trave l and training resources), we were very close to funding the  full $400,000 in 1980. I am happy to say, compared to 1979 as Chairm an Dalton indicated, we doubled our training of sta te examiners with those same resources. So I am pleased with that  program. We will provide detailed  numbers for the  record.[The information follows:]

Dur ing fiscal year  1980, a total of $382,193 was expended on the  sta te  exam iner  tra in ing prog ram of which $192,110 was expended for tra in ing costs and  $190,082 was expended for necessary travel and  t ras porta tio n rela ted to such training.
Mr. Traxler. What is your cur ren t plan for expenditures in this area  for 1981?
Mr. Taylor. The current planned expenditu re in total  is $400,000.
Mr. Traxler. Do you expect that  will be expended?
Mr. Taylor. At this point, yes, sir. As of the end of the  first quarter,  we a re well on targ et with that .
Mr. Traxler. What have you submit ted for the  1982 budget?Mr. Taylor. The 1982 budget would include $400,000. It is not detailed out but it is p art  of our  estim ate and pa rt of the commit­men t tha t we have made in this area.
Mr. Traxler. Please note from last yea r’s hearings on page 361, that  there was a  conversation that  we had at that  point in connec­tion with this program. We said at that  time that  if you were plann ing any reductions in this program, we would expect this Committee to be notified.
Mr. Taylor. Yes, sir.
Mr. Traxler. I hope this will not be necessary, but  in the  event that there is reduction in travel in this area you may run  into difficulties with the Budget and Impoundment  Control  Act. I would also ask you to refer to the  the  reprogramming language in the Senate repo rt accompanying your 1981 bill. I ask that  you review those documents, so you would feel more comfortable  and we would too.
Mr. Taylor. We feel it is important.
Mr. Boland. Mr. Green.
Incidentally, as you all recognize, Congressman Green is a new member of this Committee. He comes from the  State of New York and has had considerable experience with some of the  housing
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problems. He was Regional Administra tor of HUD in New York, 
from 1970 to 1977. We are delighted to have h im on th is committee, 
and I yield to Mr. Green.

TARGETED ADV ANCES PROGRAM

Mr. Green. Thank you, Mr. Chairman.
In your testimony on page four you refer to the  Targeted Ad­

vances Program. How many member inst itutions were assisted 
with the $121,000,000? What percent  is t ha t of to tal member insti­
tutions?

Mr. Vaughan. We will submit t ha t for the  record.
[The information follows:]
TAP advances of $121 million were made to 34 th rif t ins titu tions from the  

inception of the  program in April 1980 thro ugh  the  end of t he  program on Decem­
ber  31, 1980. The 34 ins titu tions receiving TAP advances  represe nted  .8% of the  
tota l of 4,248 Federal Home Loan Bank members as of December 31, 1980.

EXA MIN ATI ON OF MUTUA L SAVING S BANKS

Mr. Green. As a New Yorker, I noted, on page 17 of your 
testimony, that you are providing the New York District with 20 
addditiona l examiners drawn from othe r districts to main tain a 
bare  minimum examination  schedule.

Why have you had to detail people from across the country?
Mr. Dalton. Many m utua l savings banks a re becoming Federa lly 

charte red. That is one reason. Mr. Taylor.
Mr. Taylor. The reason is the mutual savings banks. This is a 

temporary workload on our par t in terms of the eligibility exami­
nations that we need to make at this point. We are  making those 
temporary adjus tments at this  point and pa rt of the 15 additional 
examiners that we are  looking for will help even out that over 
time, as those insti tution become insured.

Mr. Green. Is this workload what turns  up in special justif ica­
tion?

Mr. Taylor. It is on page E-3, unde r eligibility. You see an 
increase  from ten to 29. Last year, five of those 10, next year, the 
preponderant proportion will be—

Mr. Green. W hat is the  increase on the next line?
Mr. Taylor. Tha t is a resul t of a new program we have put 

together recently. We believe it is essentia l that  we examine prob­
lem institutions  more frequently, that we do that  on a  six or  nine- 
month basis, rat he r than a typical 13 or 14-month basis. Tha t 
increase reflects that  policy, which we feel contributes  to our abili­
ty to manage our caseload.

APP ARE NT INCREASE IN COST OF CUSTODIAL SERVICE

Mr. Green. On page D-2 of the justification, over a two-year 
period from the 1980 to the  1982 estimate, the re is a rise in the 
custodial service which is considerably high er tha n the  rate  of 
inflation. Will you supply the reason for this now or for the record.

Mr. Dalton. What page, Mr. Green?
Mr. Green. D-2. I would be perfectly happy to have that sup­

plied for the record.
Mr. Dalton. Mr. Petrocci.
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Mr. Petrocci. Basically, the  building contracting firm has indi­cated the ir union contract was up for negotiation.  We can supply that  for the  record.
[The information follows:]

Our  actual  custod ial services expenses for 1980 were $324,000 ra th er  than  the  $227,000 figure as shown. The difference of about  $97,000 was ina dvertent ly misclas- sified and th e errors  were not discovered un til af ter  the  books were  closed and  the  just ificatio n prepared . A detai led review of build ing operating costs is now under­way and action will be taken to assure  th at  futur e actu al costs par allel budget estimates, thu s forestall ing a repetition of thi s error.

LIQUIDITY OF SAVINGS AND LOAN INDUSTRY

Mr. Green. Given the basically pessimistic comments you have made on the  economy and S&L earnings, are  you concerned about the industry’s liquidity and capital adequacy over the  next  several years? If so, what  impact will this  have on you and futu re budget requests?
Mr. Dalton. We are  not concerned about liquidity over the  near term. I think we a re well positioned to handle whatever problems may face the industry this year. In term s of th e net worth of the industry—it is some $32,000,000,000—it is strong. In the  worst case scenario we could envision, we would only have a $5,000,000,000 reduction in net worth this year. I do not think we face an immedi­ate problem with liquidity at this  point. But unless we improve profitability the re will be an erosion in net worth over a period of time. Tha t is one of the reasons  we need these new mortgage inst ruments  with grea ter flexibility to aid the asset  side of the balance sheets of S&L’s.
Mr. Green. Earlie r, you stressed your role as a provider  of credit. Recently, there have been others who have suggested that  that  priority is now misplaced. In fact, the re is concern that  there is growing speculation in residentia l housing—people are  putt ing more of the ir resources into housing and buying more expensive housing tha n they  otherwise would buy because housing seems to withs tand inflation b etter t han  o ther  forms of personal  investment. It has been suggested that housing should not have that  priori ty because it is diver ting resources into a consumption and specula­tion type item. I would appreciate your comments on th at.Mr. Dalton. Mr. Green, I think housing has been a good invest­ment. Indeed, those of us who have been able to put equity in a home have found tha t it has appreciated  due to inflation. But I think when you confront the  facts of the  demographics of just  how much housing we will need for she lter  purposes alone, jus t to put roofs over peoples’ heads in the next decade, th at clearly  we cannot afford to shift emphasis away from housing in the  future. I thin k housing must remain  a prior ity with the Congress. I am hopeful and optimistic, that  it will.
Mr. Green. T hank  you, Mr. Chairman.
Mr. Boland. Mrs. Boggs.
Mrs. Boggs. Thank  you, Mr. Chairm an, I am very pleased and honored to welcome an illustrious native son of New Orleans to this committee.
Mr. Dalton. Thank you, ma’am.
Mr. Boland. Tha t is why he became Chairman .
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EMPLOYMENT AN D PROMOTION OF WO MEN AT THE BOARD

Mrs. Boggs. I apprecia ted your testimony today and your per­
formance as chairman has certainly equalled  my high expectations.

I apprecia ted both your oral and wri tten  testimony.
As a former member of the Banking Committee and its Financial 

Institu tions Subcommittee, I am fully apprec iative of the  complex­
ity you have had to deal with in th is present climate.

Last year I was very pleased with the  Board’s response to my 
questions as to your promotion of women. I was pleased to note 
your trea tment  of t he subject, part icularly  with regard  to hiring, 
training, upward mobility and brea kthroughs in the  supervisory 
and m anagement area.

I would appreciate your providing a comparison from last year  to 
this year. Supply it  for the record i f you will.

Mr. Dalton. It is c ertainly a commitment of the Bank Board to 
promote and to hire  qualified women. To give you some present 
information, we are making headway. Curre ntly  36 of the  253 GS- 
13’s and above in our senior level are women. Rita Fair, the  Chief 
Adminis trative Officer, in effect, of the  Bank Board is here  with 
me. Doris McGee, our Director of Personnel is here as well, and 
Becky Laird, representing the Office of the General Counsel is 
here. We have made a real commitment there. I think ther e is 
room for improvement, but we recognize the  need for having com­
peten t women in h igher positions at the Bank Board.

Mr. DiPrete. I am Andy DiPrete,  a Board member. I too, wish to 
emphasize and underscore my agreement with the  chairman on 
tha t point. I have a very hard-driving wife on the issue.

Mrs. Boggs. She should get to gethe r with Mary Boland.
[The information follows:]
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Employment and Promotion for Women
A concentrated effort to improve opportunities for women at the Bank Board resulted in significant progress during fiscal year 1980. Activities were designed to enhance opportunities for clerical employees to move into career fields offering better pro­motional opportunities as well as to move more women into super­visory, managerial, and senior professional positions.

Notable achievements include:
o Selection of 4 women for upward mobility positions with target grade levels of GS-9 at the Washington Office and conversion of 4 women from upward mobility programs into savings and loan examiner positions in the District Offices.
o Development of a new examining instrument, under delegated authority from the Office of Personnel Management, for savings and loan examiners at the GS-4 level. Nine women and 5 minority males are among the 27 employees hired to date.

o Twenty women were selected for positions at GS-11 and above during the year out of a total of 78. These resulted from recruiting from external sources as well as internal merit promotion selections.
o A GS-15 female manager was selected as one of the 3 partici­pants in the Board's Executive Development Program and 7 women are included in the group of 23 employees enrolled in the Management Development Program at levels GS-13 through

o Thirty-six women now occupy management and senior profes­sional positions at levels GS-13 through the Senior Execu­tive Service. Managers included in this group are:Executive Assistant to the Chairman (Chief Administrative Officer), 2 Office Directors, a Senior Associate General Counsel, 6 Division Directors, and for the first time, a Field Manager in a District Office.
The actions cited above show that the increased recruiting activities undertaken in the past 2-3 years are beginning to provide a pool of well-qualified women candidates for supervisory and management positions. The Bank Board is committed to elimi­nating the underrepresentation of women and minorities in all of its career fields.
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INTERFACE OF BANK BOARD WITH FEDERAL RESERVE BOARD

Mr. Coughlin. How do you interface with the  Federa l Reserve 
Board?

Mr. Dalton. In a number  of ways. The Chairman of the  Federal 
Reserve Board serves as the chai rman of the  DIDC. I am one of the 
members of t ha t committee. I also interface with the  Federal Re­
serve through  our  exam counsel, the specific title-----

Mr. Taylor. Federal Financial Inst itut ions  Examination Council.
Mr. Dalton. In addition to those formal meetings, I have had a 

number  of meet ings with the Chai rman to discuss the  significance 
of their  policy rela tive to its effect on the thr ift  industry.

Mr. Coughlin. Since you are both in the  business of expanding 
or contrac ting the  business of the monetary supply, do they have 
any jurisd iction over what you do at all?

Mr. Dalton. We are two independent agencies from the  stand­
point of the ir activities and our activities. We do par ticipate on th e 
DIDC with the Fed, and the Fed does have power over reserve 
requirements imposed on S&L’s for monetary control, but ther e is 
no official way in which what we do affects the Federal  Reserve or 
vice versa.

Mr. Coughlin. T hank  you, Mr. Chairman.
Mr. Boland. Mr. Sabo.

TAX WITHHOLDING BY SAVINGS INSTITUTIONS

Mr. Sabo. My observation of 1980 was that the S&L industry  was 
the most effective lobbyist in term s of a couple of issues. I am 
always interested in seeing afterw ards if all that activity was based 
on fact or whimsy. It was related basically to two issues: one was 
withholding of interest by savings institut ions; the other related to 
what  was called the small saver’s tax  deduction.

Regarding the first issue, I was impressed by the figures on pages 
two and three of your stateme nt that  in 1980 ther e was a net 
increase of $40,000,000,000 in savings, of which 75 percent was 
retained inte rest  earnings. It would seem to me that a grassroots 
movement against withholding, was a fairly correct position in 
terms  of its impact.

Mr. Dalton. I thin k the inte rest  that  the indus try expressed 
concerning that  issue was a proper one. Had the law been passed 
that  they were opposed to, it would have had a detrimental effect 
on earnings.

Mr. Sabo. What was the  to tal amount of inte rest  earned?
Mr. Dalton. Mr. Kaplan, do you have that  figure? I do not know.
Mr. Kaplan. You mean the $30,300,000,000 of in terest credited in 

savings?
Mr. Sabo. No, what  was the  tota l inte rest  in your institu tions? 

How much was withdrawn?
Mr. Kaplan. I would have to supply tha t for the  record.
Mr. Sabo. I would like to see that .
[The information follows:]
There is no basis for ascerta inin g the  dol lar amoun t of int ere st withdra wn from 

savings accounts since once inte res t is credited to an account it loses it s iden tity  and 
becomes a pa rt of the  savings balance. Int ere st credi ted to accounts at  FSLIC- 
insured associa tions totaled $30.3 billion las t year, only a small  fraction of the  
$413.5 billion of gross withdraw als from accounts.
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SMALL SAVERS TAX DEDUCTION

Mr. Sabo. Regarding the second issue, I was never convinced tha t 
the facts bore out what we did. As I recall, the  change in tax law 
which goes into effect this year  costs the  Federa l Treasury  about 
$2,000,000,000, which means our deficit is th at much higher and we 
have to borrow that  money to accommodate a change in the  tax 
law.

What percent of your savings are  held in accounts in which the 
total  ea rnings a re less than $200?

Mr. Dalton. I would be glad to submi t that  for the  record. 
However, we have to address the  fact that  the savings rat e in this 
country is lower than any indust rialized country in the  world. If 
we are to have capital  for housing, we have to have incentives  for 
savings.

Mr. Sabo. One of our problems is that  we find problems some­
times and proceed with solutions which are very costly and may 
not do much to solve the problem. I would be interested  in knowing 
the percent of your savings which are  held in accounts with total 
earnings unde r $200. I think it is fair to say if someone is earning 
more tha n $200 in earned inte rest , the  limita tion of taxes on the 
first $200 (for a married couple), is a nice tax cut but  did not 
motivate  them to save more.

Mr. Dalton. Your point is a good one in that  that  part icul ar 
number is not necessarily the  proper  number in term s of what  
exemption should be. But I do thin k we should encourage savings 
and that  may be the best avenue to do it.

Mr. Sabo. If you have figures I would like to see those.
[The inform ation follows:]
On the  basis  of a small  survey of account balances  by size of acco unt conducted 

last  year , we est ima te sligh tly more than  90 percen t of savings balances  at  associ­
ations are  in accounts earning $200 or  more int eres t annually.

CAPITAL FOR HOUSING VERSUS SHELTER

I would like your comments in a littl e detail  on the  question Mr. 
Green raised, which is an importa nt one as it relates to wha t is 
happen ing to capita l for housing. It strike s me, two things  are 
happening. It may well be true we are putting too much capital 
into housing and too little  into shelte r. These two uses of capital 
could be opposites. Putt ing more capital into housing does not 
necessarily mean we are putt ing more into basic shelte r. I th ink  we 
have a real problem in not enough capital for she lter, while we use 
up huge amounts of capital for housing.

I would be curious to know wha t is happen ing to your new 
mortgage issues over a period of time.

Mr. Dalton. The average has been going up. For specifics, Mr. 
Kaplan—or we may provide thi s for the record.

The point I was intending to make, sir, is when you look a t the 
demographics of th e next five years of the 11,000,000 new housing 
units that  will be needed, i t is e stima ted 8,000,000 of those will be 
for the  first-time home buyer. Tha t is not for speculat ive invest­
ment, that  is for shelter for new young families.
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Mr. Sabo. I believe what is happening is that  large amounts of 
capital are  going into housing and not enough is available for t ha t 
type of shelter.

Mr. Dalton. I do not know the  answer  to that.
Mr. Sabo. Do you have stati stics  including not only the  ordinary 

mortgages which are granted, but the  ranges in which they are 
granted?

Mr. Dalton. I am sure we have the  breakdown by different types 
of mortgage amounts and how many a re made.

Mr. Sabo. Yes; and the tota ls—I would find that very interesting 
to look at.

Mr. Dalton. I think we can supply that . I think wha t you are 
getting to is the  real affordability for the low income home buyer.

Mr. Sabo. I am concerned about affordability and where tha t 
limited resource goes in this  country and also quite frankly, I am 
concerned about  cost to the  Treasury. We will be hear ing from 
HUD late r on. The tru th  is that the  subsidy which most of us 
receive in terms of deducting our inter est payment, costs the Treas­
ury billions more th an the tota l HUD budget does.

While I think there is a  case to be made for the inte res t deduc­
tion as it relates to shelter, I am not sure the same case can be 
made for total  deduction of inte rest  paid, regardless of size of the  
mortgage. I th ink  we need to begin to take a look in this country to 
see if we want to limit t ha t kind of deduction.

Mr. Dalton. I think the  count ry has committed itself  to home 
ownership. I would hate  to see us back away from that.

Mr. Sabo. Tha t is not wha t I am suggesting. There is a  substan­
tial difference in home onwership and making the home by far the 
most preferable  investment for people. We tend to combine the two 
and I do not thin k it is the same.

Mr. Dalton. We will be happy to supply the information we 
have in terms of breakdowns.

[The information follows:]
The following shows the  dollar volume of mortgage lending by FSLIC-insured 

associations in recent years  by type (in billio ns of dollars):

1977 1978 1979 1980

Construction loans for:
1 to 4 family homes. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $17.8 $19.8 $18.2 $13.3
Other residentia l property . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2.5 2.3 2.0 1.4
Nonresidential prop er ty . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2.3 2.2 2.1 2.0

Loans for purchasing:
Single-family homes:

Newly b u il t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  16.0 17.5 17.6 13.8
Exis ting . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  41.6 43.4 38.9 25.7

2 to 4 fami ly homes. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3.7 3.4 3.1 1.7
Other residentia l property . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3.5 2.7 2.0 1.0
Nonresidential pr op er ty . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1.9 1.7 1.4 1.3

Loans for other  purposes. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  16.1 15.2 13.3 11.1

All purposes. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  105.3 108.3 98.7 71.3

The average size of loans made for purchasing  single-family homes over the  
period rose from $36,900 in 1977, to $41,300 in 1978, to $47,200 in 1979, and to 
$51,900 in 1980.
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HOUSING EMPHASIS BY SAVINGS  INSTITUTIONS WILL CONTINUE

Mr. Sabo. Not being an expe rt in any financial insti tutions, I have a difficult time in discerning the  difference between savings and loans and banks. All of a  sudden it seems savings and loans are doing the same thing as banks are. The rate  differential has disappeared and the  savings and loans historic mission toward housing also seems to be disappearing.
Mr. Dalton. I would not agree  with that assessment. I do not thin k savings and loans are becoming banks. I do not thin k they are moving away from th eir  housing commitment. The th rif t indus­try  has financed the housing demands for the last 150 years. I thin k it will continue  to have th at  commitment. I think you will see savings and loans become more family financial  centers. Not only will they make the mortgage  loan to the  home buyer, but then,  the  savings and loans will attem pt to provide the othe r type of family needs such as the NOW account, tru st departmen t, and consumer lending. They will make the loans on the automobile, the refrigera tor and othe r th ings the  home buyer needs.Commercial banks, obviously will be competing for a lot of th at business. I th ink  t ha t is hea lthy, but  I thin k commercial banks will be doing the  major commercial business that  savings and loans are not moving into.
Mr. Boland. What percentage is the  portfolio of savings and loans? Eighty percent?
Mr. Kaplan. Yes.
Mr. Boland. As a  resul t of t ha t P.L. 96-221, th at  is going to drop considerably, isn’t it?
Mr. Kaplan. No.
Mr. Boland. Why?
Mr. Kaplan. In part, because we still have the bad debt reduc­tion law which requires 82 percent of assets  be in so-called qualify­ing assets, primarily mortgages, in order  to get the full bad debt reserve provision.
Moreover, many of the new powers given to savings and loans are not par ticu larly  profitable; for instance, consumer lending. A lot of banks have been losing money on that  as well as credi t cards.Mr. Boland. The commercial banks would love to see the  savings and loans pick it  up then?
Mr. Dalton. It is a management decision whether in fact they want  to get into these various powers or not.
Mr. Kaplan. I might add as an additional point, that  the  Bank Board does feel tha t, while savings and loans may add somewhat less to the ir portfolios in terms of mortgages, they are  becoming more important as originators who will sell mortgages to investors. Many of these new types of mortgages  being authorized help them to do tha t. Savings and loans will become much more like mor t­gage bankers.
Mr. Boland. You want to feel those new forms will be much more a ttractiv e to investors?
Mr. Kaplan. Yes, sir.
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ADM INISTRATIVE AN D NONADM INI STR ATIVE  EXPENSES

Mr. Boland. We will tu rn  to the  detailed  budget justifications. 
Mr. Vaughan,  turn to page B-7, the  summ ary of agency expenses. 
Positions in 1980 and 1981 tota l 1,454. T hat  represen ts an increase 
of 20 above the figures carried in last yea r’s justi fications. Howev­
er, I understand tha t ra ther  t han represent ing a tru e increase, this 
is an honest  reflection of the Bank Board’s positions for the past 
thre e or four years.

Mr. Vaughan. Yes; it goes back more th an five years.
Mr. Boland. Were any regula tions violated by counting positions 

occupied by permanen t personnel as other  tha n perm anen t posi­
tions?

Mr. Vaughan. No. Our tota l perm anen t appointments did not 
exceed our total authorized perm anent positions.

Mr. Boland. Who was aware  of and approved the  position desig­
nation w ithin the Board?

Mr. Vaughan. At th at  p arti cular point in time?
Mr. Boland. At any point in time; the Board, I presume.
What about the OMB? Did it have any knowledge of this situa­

tion?
Mr. Vaughan. No.
Mr. Boland. Have any safeguards been taken to preclude a 

recurrence of this situation?
Ms. Fair. As the administ rative officer of the Board, I approve 

allocations between offices for both permanen t and temporary. It is 
closely monitored.

What  happened, when we got to the Banking Board, I discovered 
in reviewing this, that  the re was this misallocation of positions. I 
asked David Vaughan to correct that  and mark  the  record clean. 
We are moving on from there.

Mr. Boland. Could we have a list of th e 20 positions involved?
Ms. Fair. Yes, sir.
[The information follows:]



Posit io ns Tr an sfer re d from FSLIC to  FHLBB

Grade P osit io n  T it le

Pla nn ing  and Management Co ordina tio n O ff ic e :

GS-12 D irec to r

Personnel Management O ff ic e :

GS-12 Personnel Mgmt. Spec.

A dm in is tr a tive  Se rv ice s D iv is io n :

GS-5
GS-6
GS-9
GS-12
WG-3
WG-5
WP-9
WP-9

L ib ra ry  Tech.
Se cretary (Typing )
Co nt ract  Spec.
Co nt ract  Spec.
Laborer
Motor Veh ic le  Oper.
O ffset Press Oper.
O ffset Pressman

In fo rm atio n Systems D iv is io n :

GS-4
GS-4
GS-5
GS-5
GS-5
GS-5
GS-13

Computer Aid
Computer Aid
Computer Programmer
Computer Programmer
Computer Programmer
Computer Opera tor
Computer S pe c ia lis t

O ff ic e  o f Polic y and Economic Research:

GS-8
GS-12

In fo rm atio n Disclos ur e Spec 
Economi st

O ff ic e  o f Examinations and Sup er vision :

GS-12 F in ancia l An alys t
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ACTUAL VERSUS BUDGETED WORK-YEARS

Mr. Boland. In actua l workyears in 1980 were 1,369, or 50 less 
tha n the estimate of 1,419. Th at experience is simila r to 1979. Too 
what  do you at trib ute  the shortfall?

Mr. Vaughan. Will you repeat that?
Mr. Boland. Actual workyears in 1980 were 1,369, or 50 less 

than the estimate of 1,419. That  experience is simila r to 1979. To 
what  do you at trib ute  the shortfall?

Mr. Vaughan. I am not certain  about 1979 b ut obviously in 1980, 
we did have a problem with the hirin g freeze. Tha t is the main 
reason for the  shortfall.

Mr. Green. What dollar  savings were realized and how was that 
money used?

Mr. Vaughan. Most of th e dollar savings really  were not used. 
We have a savings of $632,000 on B-7, if th at  is your question. 

ESTIMATED 19 81  SAVINGS DUE TO HIRING  FREEZE

Mr. Boland. What about the freeze on hiring announced by 
President Reagan on Jan uar y 20? Is the Board subject to that 
freeze?

Mr. Vaughan. Yes.
Mr. Boland. If the freeze remains in effect until  the end of the 

fiscal year what savings do you es timate might  result?
Mr. Vaughan. I really cannot tell at this point.
Mr. Dalton. We will be happy to make an estimate for the 

record.
[The information follows:]
Sho uld the em plo ym ent freeze  rem ain  in effect  un til  th e end  of fisca l ye ar  1981, 

based upon  ou r cu rr en t em plo ym en t and pro jec ted  te rm in at io ns  we es tim ate th a t 
sav ings of $1.8 mi llio n could occur in ou r rev ise d 1981 com bined comp ensa tio n and 
benef its  e sti mate of $44,479,000.

INCOME FROM ASSESSMENTS AND EXA MINATIO N FEES

Mr. Boland. Page C-2 contains the  sta tem ent  of income and 
expense for the Federa l Home Loan Bank Board revolving fund. A 
comparison with the 1981 justification indicates  that examining 
fees and charges in the  1981 cur ren t estim ate have declined from 
$19,276,000 to $18,562,000. However, the  assessment for services 
and facilities: FSLIC, has  increased from $28,577,000 to $32,002,000. 
May we get an answer from the administ rative officer?

Are you looking at the  statem ent on C-2?
Mr. Vaughan. Yes, sir.
Mr. Boland. Tha t contains a stateme nt of income and expenses 

for the FHLB. You can see the figure on the  top of the page.
Mr. Vaughan. Yes.
Mr. Boland. However, the figure for assessment and facilities 

FSLIC, has increased. What about that  increase?
Mr. Vaughan. Primarily, on the assessment to the FSLIC, that 

reflects increased costs to the Board. Let me say, about 59 percent 
of the Board’s expenses are paid by the FSLIC. The increased 
assessments reflect increased pay costs. These costs have gone up 
and would be reflected in increased assessment income for the 
Board.
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INCR EASED PAY COSTS

Mr. Boland. On C-4 the summ ary of the  Board and staff offices, the 1981 supplemental requested for pay cost increase is $1,250,000. Tha t equates to 8.3 percent of the  personnel compensation and benefits  base. Last year the  Office of Management  and Budget issued guidance to Depar tments and Agencies advising them  ab­sorption rates  o f 30 percent  of the pay cost increase were expected. Your absorption rate  amounts to only eight percent . Especially considering the OMB guidance, why can’t the  Bank Board absorb more of the pay cost supplemental?
Mr. Vaughan. At the time when I made up these  estimates. I did not think we could.
Mr. Boland. What about now?
Mr. Vaughan. At th is point in time, it ’s still  a littl e bit too ear ly to tell.
Mr. Boland. Workyears have been overfunded for the past two years. Why shouldn’t the Committtee assume workyears are prob­ably overfunded in 1981 also and correspondingly reduce the pay cost supplemental?
Mr. Vaughan. If you ignore the  effect of the freeze, I would hope they are  not overfunded. But, of course, the freeze is on and as long as it is, ther e is no question the re will be some savings in tha t area.

APPLICATION  OF CON GRE SSIO NAL  REDUCTION FOR 198 1

Mr. Boland. In action on the  1981 HUD-Independent Agencies Appropr iation Bill, Congress reduced the administ rative expenses limita tion by $1,000,000. Will you indicate to us, how that  reduc­tion was applied?
Mr. Vaughan. You want it in detail?
Mr. Boland. Detail it for the  record, but jus t give us a few instances of where you a re applying that  reduction.
Mr. Vaughan. Yes, sir.
Mr. Boland. Is it a long explanation?
Mr. Vaughan. It is quite detailed because we spread the reduc­tion over a number of accounts.
[The inform ation follows:]
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FEDERAL HOME LOAN BANK BOARD

Board and S ta f f  O ff ic e s  
A d m in is tr a ti v e  Expense 

F is ca l Year 1981
A p p li c a ti o n  o f $1 ,000 ,000  Con gre ss io na l Red uc tio n

OBJECT CLASS

1981
J u s t i f ic a t io n  

to  Congress

A p p li c a ti o n  o f 
Con gr es sion al  

Red uc tio n
Ba lan ce
Approved

Compensation $1 4,00 3,00 0 $ -1 99 ,0 00 $1 3,80 4,00 0

B ene fi ts 1,41 5,00 0 -9 7, 50 0 1,31 7,50 0

T ra n sp o rt a ti o n  o f perso ns 575,0 00 -1 25 ,0 00 45 0,00 0

T ra nsp o rt a tion  o f th in g s 24 ,00 0 -0 - 24 ,00 0

Ren ts , Com mun ica tions , U t i l i t i e s 1,31 8,00 0 39,00 0 1,35 7,00 0

P r in ti n g  and Rep ro du ct ion 47 5,00 0 -3 5,00 0 44 0,0 00

Other  s e rv ic e s :
Data pro cessi ng 78 2,00 0 -3 2,00 0 750,0 00
R eport in g se rv ic e s 75 ,000 -3 8,00 0 37 ,00 0
Spe cial  s tu d ie s 40 0,00 0 -275 ,000 125,000
C ontract a u d it s 30 0,0 00 -165 ,000 135,000
A ll  o th e r 547,0 00 32,500 579,500

S ubto ta l -  O th er  Ser vice s 2', 104,7)00 -4 77 ,500 1,626,500
Sup plie s and M a te ri a ls 567,0 00 -1 9,00 0 548,0 00

A c q u is it io n  o f C ap ita l As se ts 619,0 00 -4 6,00 0 573,0 00

TOTAL GROSS EXPENSES 21 ,100 ,000 -9 60 ,000 20 ,140 ,000

Less:  Reimburse men ts -7 0, 00 0 -4 0,00 0 -1 10 ,0 00

NET EXPENSES $2 1,03 0,00 0 $-1 ,0 00, 00 0 $2 0,03 0,00 0
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Mr. Boland. Turn  to C-9, the  position summary . The adm inis tra­tive services division has increased eight and the  information sys­tems division has increased 11 from the 1981 budget estimate. Are these increases  p art  of the  20 positions we discussed earlier?Mr. Vaughan. Yes, they are.
Mr. Boland. Community inves tment has decreased from 26 posi­tion to 20. What is the reason for th at?
Ms. Fair. The Office of Community Investment  set up the  guide­lines. Each distr ict bank has a community inves tment  staf f and they do the actua l work in the field. Also the consumer affairs positions were transferred from the  Office of Community Invest­ment into the  operations and program staff  so they can be there with the  program operations.

WORK YEAR SHORTFALL

Mr. Boland. Let me return  for a moment to the  1980 work year shortfall which is carried on B-7. The estim ate was 1,419 and the actual  was 50 less than  that. The staf f indicates  that  assuming an average salary of $20,000 (which is probably understated), savings of $1,000,000 would be realized. Yet the  estimated savings as indi­cated on the second to the last table  at the bottom of th e page, is only $632,000. Am I incorrect as to what estimated savings ought to have been?
Mr. Vaughan. Those were the actu al savings.
Mr. Boland. But how do you account for the difference between the  $1,000,000 that  would result when you estim ate that total positions were 50 less than 1,419 at an estimated sala ry of $20,000, and your estim ate of only $632,000?
Mr. Vaughan. I cannot account for it.
Mr. Boland. You may stra ighten it out for the  record, if you will.
[The information follows:]

Total savings due to the  50 work yea r sho rtfa ll was approxima tely  $1,094,585, based on average GS sala ries  for fiscal yea r 1980 and rela ted benefi ts. The reason that  tota l estimated savings were only $632,638 was due to the  fact th at  savings in other line items were  utilized to cover the  pay raise  requ est for which the  Bank Board did not  receive supp lemental funding.

LONG-DISTAN CE CALLS

Mr. Boland. Turn  to page C-12, which shows rent , communica­tions and utili ty expenses. Give us an explanation of the long distance expenses tha t increased $77,000: from $389,000 in 1981, to $466,000 in 1982. Why are  long distance expenses rising so rapidly?
Mr. Vaughan. Fully 95 percen t of these costs are  FTS costs. Those are allocated and assigned to us by GSA based upon the volume of activity and the ir opera ting costs. I might point out the $389,000 figure I show in the 1981 estimates was a figure they gave me when we prepared the estimate. Subsequently I received a communication from GSA which will increase that figure about $100,000 partly because of increased activity, but  mostly because of an increase  in GSA operating costs.
Mr. Boland. Do you take GSA costs as gospel all the  time? Have you ever challenged them?
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Mr. Vaughan. I have never challenged them. They do send us a 
sample of calls made and we look that over to see i f calls are being 
abused; bu t no, we have not challenged the ir cost allocations.

TERMINAL RENTAL

Mr. Boland. Page C-13 describes equipm ent ren tal costs. It is 
interesting t ha t the ren tal of 44 terminals  was $140,000 in the 1981 
justifications. The ren tal expense of 70 term inals in 1982 is esti­
mated to be $110,000. This means the ren tal cost per terminal 
declines from $3,182 in 1981 to $1,571 in 1982.

Nice to see that—how do you explain it?
Mr. Petrocci. Unlike inflation, the cost of computer  terminals  is 

going down. The term inal  we rented some months ago for $140 we 
can now get for $110 a  month.

PRINTING COSTS

Mr. Boland. Prin ting  costs are detailed on C-14. Is there any 
overstatement of print ing costs? The original 1979 estimate was 
$324,000, which was revised to $313,000. Actual costs were $267,000 
or 15 percent under  plan. The revised 1980 estim ate was $439,000. 
Actual costs were $276,000 or 37 percent unde r plan. Why do these 
estimates vary so greatly from actual experience?

Mr. Vaughan. One of the problems we have is projecting these 
costs, particularly  with respect to projecting the amount of items 
printed in the Federal  Register; such activity  can vary widely and 
it is difficult to project what will happen.  In our revised figures, we 
had $45,000 in ther e for the  housing finance review publication 
which did not come to fruition during  tha t par ticu lar year. Tha t is 
another  reason for some of the decreases in t he cost. We have some 
problems with GPO when it comes to billing. They are very erra tic 
in billing us and that makes another difficult problem in trying to 
estimate what our costs will be from one year  to the  next, and in 
recording actual costs from one year to the next.

HOUSING FINANCE REVIEW

Mr. Boland. In 1980, you estimated $45,000 would be required to 
print the new economics q uarte rly, yet the  actua l cost as reflected 
on C-14 is $1,640.

Mr. Vaughan. Yes.
Mr. Boland. Why is th is publication necessary?
Mr. Dalton. Mr. Chairman , if I may speak to that . The Housing 

Finance  Review was established to promote resea rch on topics tha t 
would be useful to the Bank Board in regulating the S. & L. 
industry. There is no publication or journal today which is devoted 
specifically to housing finance. Previous article s have appeared  
piecemeal in numerous  journa ls, but ther e is no one publication for 
this  purpose. We felt to encourage the research in the area  of 
housing finance, tha t this document was necessary.

The other journals often regard aspects of housing finance to be 
too specialized to publish. The real authorities who have the  exper­
tise to publish this kind of thing  I th ink will find this type jou rnal 
useful. As we indicated earlier, we feel a real need for th is kind of 
thing.
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Mr. Boland. How about the scheduled release for the  January  

1981 issue?
Mr. Dalton. Tha t will be March.
Mr. Boland. Well, when it comes out, put us on the  mailing list. 
Mr. Dalton. I’ll be glad to personally deliver the  first  copy, Mr.Chairman.

ADP SERVICES

Mr. Boland. Look at page C-15, the  detailed schedule of othe r 
services. Last year we addressed the over-estimates in ADP serv­
ices. In both 1978 and 1979 the  over-estimate  amounted to 43 
percent. 1980 reflects a relative improvement.  The estim ate was 
overstated by $193,000 or “only” 22 percent.

Looking at this  record, why should the Committee place any 
confidence in the  1982 estimate?

Mr. Petrocci. I think one of the places we were over-estimating 
was in the  outside programming services we antic ipated in 1979 
and 1980, a large change in the  financial reports we received from 
the industry as a resu lt of a reduct ion burden which never oc­
curred  but is about to occur in 1981. Tha t was the biggest savings. 
Also, we have cut down on th e amount of time we have for outside 
compute r services. We have backup time jus t in case our facility goes down.

FEDERAL FINANCIAL INSTITUTIONS EXAMINATION COUNCIL

Mr. Boland. The 1980 estimate  includes $80,000 for the  Federal 
Financial Inst itutions Examination  Council, the  f irst complete y ear 
of the Council’s existence. Can you tell us a little  bit about the Council’s operat ion?

Mr. Dalton. Yes. As a ma tte r of fact we have a meeting this 
afternoon. This is a council consisting of the Federa l Reserve, 
Comptroller of the Currency, Federa l Credit Union Admin istration, 
the FDIC and the  Bank Board. We review financial  insti tution  
procedures that  affect more tha n one industry . Mr. Taylor is the 
chief staf f person on the Council. Perhaps he would like to add something.

Mr. Boland. I understand  that  the  Bank Board is an active 
part icipant in th e Council’s deliberations and programs?

Mr. Dalton. Tha t is right.
Mr. Taylor. We are represented  on every one of the task  forces that compose the  staff.
Mr. Dalton. The Comptroller of the  Currency  is cu rren tly chair­

man of the  Committee and some of the  staff work is done through 
his office, but there is a need for the figure you see in our request. 
As a ma tter of fact, t ha t is a conservative figure that you see ther e in terms of the cost of our participation .

Mr. Boland. Why do the amounts for contract audi ts vary so much?
Mr. Vaughan. We have put some contingency funds in there, 

here again, because of some of the problem activity  cases with 
which we may become involved with; it is difficult to predict  the 
number of cases where contract audits might be needed. They have
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provided funds to cover such costs if  they are needed. We cut  that 
back in 1981.

EMPLOYEE COU NSELING SERVICES

Mr. Boland. Employee counseling service appears to be a new 
line item. What does tha t represent?

Mr. Vaughan. It is a program established last year. In prior 
years we have been tryin g to handle this  program informally, in­
house, but it involves counseling employees on drug abuse, alcohol­
ism and mental  stress. We felt we were not handling the  program 
properly in-house and decided tha t it should be handled  by profes­
sionals under contract. It is authorized by law.

Mr. Boland. Where did you get  the money to pay for it? There  
was no request for the  $48,060 spent for these services.

Mr. Vaughan. There were savings on some of the other line 
items.

Mr. Boland. Like the shortfall in work years?
Mr. Vaughan. Very possibly.

NEW S-GATH ERING SERVICES

Mr. Boland. What  about news services? Why did the news ga th­
ering  service spend $45,093 in 1980, more tha n double the $22,000 
estimate?

Mr. Vaughan. I have to supply that  for the  record. I am not 
certain why th at increased.

[The information follows:]
Our actual news gat her ing  services  costs in 1980 were $32,293 ra th er  than  the  

$45,093 figure shown in the  just ifica tion.  Thro ugh error, some $12,800 of obl igations 
applicable to fiscal year  1981 were recorded as 1980 obligations and was not detec ted 
unt il the books were closed as of September  30, 1980. Action is being tak en to 
minimize t he possibility of such erro r recurring .

SPECIAL STUDIES

Mr. Boland. The 1980 estimate for special studies  was $364,000. 
Actual costs were $491,000, or $127,000—35 percent—above plan. 
What is the reason for that?  Would you like to supply that  for the 
record, too?

Mr. Vaughan. Yes, please.
[The informat ion follows:]
Durin g fiscal yea r 1979 for a number of reaso ns we were  unab le to und ertake 

many of the economic studi es plan ned for t ha t yea r and th is was one of th e reasons 
for t he  subs tantial  savings in Bank  Board expenses for th at  year.

In 1980, because of the  serio us economic sta tus  of the  S&L industry , the  Board 
felt  that  it was necessary to ini tia te a num ber  of stud ies over and above th at  
originally planned aimed at  provid ing it with  information  and othe r dat a needed to 
deal with the  problems facing the industry.  For example, in prio r years  such stud ies 
have resulted in the development and adoption of the  RRM and othe r variable-ra te 
type mortgages aimed at  redressin g the  a sset side of the indust ry balance sheet. The 
Board felt tha t, und er the  circumstances , it was just ified in using some of the  
savings in othe r line items  to cover such studie s. We should point out th at  the  
num ber  of studies  p lanned for 1981 and 1982 has been reduced considerably.
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COMMUNITY INV EST ME NT FU ND

Mr. Boland. On C-25, the middle of the page, advances to member insti tutions in 1980 totaled  $34,300,000,000 and outs tand ­ing advances increased $5,600,000,000 to a total of $44,200,000,000.Let me ask, have the Federal Home Loan Banks achieved the objective of $2,000,000,000 in advances under  the Community In­vestment Fund?
Ms. Fair. We do not have the specific information on that  here, but we will supply it for the record.
[The information follows:]
By the end of the CIF’s second program year (June 30, 1980) the FHLBanks had made CIF offerings tota ling $4.0 billion and had made ac tual CIF advances totaling over $3.9 billion and thus have substantially met their objective of making $2 billion of CIF advances each year. At the end of ca lendar  year 1980, the FHLBanks had made approximately $4.9 billion in CIF advances.

TREND IN SAVIN GS AN D LOAN MERGERS

Mr. Boland. We would like you to elaborate on a  s tatement that appears  in the second paragraph on page C-32: “This merger trend will accelera te during the next few years  as a resu lt of economic conditions and the  passage of the Depository Insti tutions Deregula­tion and Monetary Control Act of 1980.” What about that?Mr. Dalton. It is our expectat ion that  there will be additional mergers in 1981, and 1982, more tha n we have had in the past. There are advantages to economies of scale in taking advantage of the powers that  have been authorized by the Congress in the legislation that  you refer to. So it is not an alarm ing trend. It is one we are  doing our utmost to facili tiate from the standpoin t of approving those mergers. We have delegated some au thority  to our distr ict banks to approve routine mergers so there is no duplication  of effort.

PERSONNEL  MA NAGEME NT OFFICE POSITIONS

Mr. Boland. On C-38, the Personnel Management Office is de­scribed in the legend star ting  in the  middle of t he page, and the actua l positions are listed on page C-9. Why does the PMO need a total of 23 people in 1982, which is an increase of two from the original 1981 submission?
Ms. Fair. The principle reason for the  increases has been the effects of the  Civil Service Reform Act. The Civil Service Reform Act provided much more detailed procedures for employee valua­tion for instance in connection with the  merit pay provisions of Civil Service Reform.

SES BONUS ES

Mr. Boland. How many senior executive service grade employees received bonuses in 1980?
Ms. Fair. Two.
Mr. Boland. What percentage  of the SES Corps did they  repre­sent?
Ms. McGee. I am Doris McGee, Director of Personnel. We were allowed to give up to 25 percent and that  represented 21 percent.Mr. Boland. What were the amounts of the to bonuses?
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Ms. McGee. $10,000 and $7,500.

PL AN NI NG  AN D MA NAGEME NT COORDINATION OFFICE

Mr. Boland. Page C-40 describes a new organiza tional entity, 
the Planning and Management Coordination Office. This previous­
ly unbudgeted operation cost $50,000 in 1980 and an estimated 
$125,000 in 1981 and 1982. Those amounts  are  depicted on page C- 
6. Where did you find the positions and funds for this office in 1980 
and 1981?

Ms. Fair. Actually  ther e was a combined office and this repre ­
sents the split of those two functions.

Mr. Boland. Why is the operation necessary? It seems to be 
merely a paper shuffling operation. Of course you do not agree 
with that , but why was it necessary?

Ms. Fair. To set up, in fact, the basic management system tha t 
the Bank Board requires. That  is principally what it is used for. I 
must say, I think it has had an effect in terms  of track ing the 
applications, processing and improving the efficiency of the  Bank 
Board, in terms of follow-up.

Mr. Boland. If other offices were operating efficiently, you would 
not need these positions.

Ms. Fair. I think there always has to be some follow-up on 
management.

OFFICE OF INT ERNAL REVIEW AN D COMPLIANCE

Mr. Boland. During last yea r’s hearings the former Chairm an 
indicated that an office of inspector general was to be established. I 
did not notice any reference to an IG in the 1982 justifications. Has 
an IG been established?

Ms. Fair. We do not call it an IG; it is now Inte rnal Review and 
Compliance. We have not expanded the  staf f there, as we promised 
we would not; and he will eventually be assuming some of the 
investigative duties.

Mr. Green. To whom does th at office report?
Ms. Fair. To the Board.

commercial leasing

Mr. Boland. Mr. J ani s indicated he was going to have the GSA 
consider taking over the commercial leasing responsibilities with 
respect to your building about which Mr. Green asked a question 
earlier. Has that been done?

Ms. Fair. No, it has not been done. We proposed it to GSA. They 
were going to impose conditions, but we have not negotiated  that .

Mr. Boland. On E-5, under the  justification of the Office of 
Examinations and Supervision, the 1981 cur ren t estim ate is 
$36,265,000, including $3,160,000 in pending supplemental requests. 
OMB bulle tin 81-7, dated Jan uary 24, 1981, is designed to reduce 
1981 executive branch travel by 15 percent. How does the bullet in 
affect the Bank Board and especially how does it affect th e pending 
supplemental?

Mr. Vaughan. We are affected by the  bulletin. The effect is to 
reduce the total  trave l obligations by ten percent. If the Congress
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does gra nt the  $930,000 supplem ental, I assume we would be re­
quired to apply the  ten percent  reduction to the supplemental also.

Mr. Boland. What  was the total pay cost for the Office of Exami­
nations and Supervision? What was the  total  figure absorbed in 
this  opera tion?

Mr. Vaughan. We did not absorb any.

FEDERAL SAVIN GS AN D LOAN INSURA NC E CORPORATION

Mr. Boland. We will tur n to F-16. This contains a tabula r 
summary of the  corporation. The 1982 request of $1,030,000 is 
$20,000 less than the current 1981 estimate. Workyears in 1980 
were 2.3 less than planned. Is that  the major reason for the 
$127,000 lapse?

Mr. Vaughan. Yes, sir.
Mr. Boland. Why did the  workers fall shor t with this corpora­

tion?
Mr. Vaughan. I really do not know that.
Mr. Boland. The 2.3 worker shor tfall amounts to 12 percent. 

Now th at  is a fairly sizable shortfa ll. Does it have any significant 
effect on the operations of the corporation?

Mr. Vaughan. I do not know.
Mr. Dalton. Mr. Grant, have you any comment?
Mr. Grant. We have not had any problems with the  operation  of 

the office. Maybe Mr. Hughes would wan t to speak fur the r to the 
shortfall in manhours, working years.

Mr. Hughes. It would have to be rela ted to vacancies.
Ms. Fair. There  was a small reorganization of th at  unit and we 

made it a sepa rate  entity. During that  period, there were consider­
able vacancies there, when we had an acting director. The work­
load also was not as grea t as it is. I t is building up now to a larger 
number of cases handled  by FSLIC.

FSLIC SPECIAL STUDIES

Mr. Boland. I notice on page F-19, there is no reques t for special 
studies in 1982. Was this decision made by the  corporat ion and 
Bank Board or was it recommended by the  OMB?

Mr. Vaughan. The decision was made by the  Board.
Mr. Boland. Mr. Green?
Mr. Green. I will submit a question to be answered for the 

record.
[Mr. Green submit ted the following question for the  record.]
Question. Explain in deta il the relative responsibilities of the Federal Home Loan 

Bank Board (Board) itself and the twelve distric t Federal Home Loan Banks 
(FHLBanks) in the setting and execution of policy governing advances to members of the Federal Home Loan Bank System.

Response. Section 10 of the Federal Home Loan Bank Act (Bank Act) authorizies 
each FHLBank to make advances to its members, “. . . subject to such regulations, 
restrictions, and limitations as the Board may prescribe.” Under Section 9 of the 
Bank Act, each Bank is given full discretion to deny a requested advance, but must 
conform with Board regulations and policy in the granting of any advances. Section 
7 of the Bank Act requires tha t the Board of Directors of each FHLBank administer 
the affairs of th e Bank “. . . fairly and impar tially and without discriminat ion in 
favor of or against  any member or nonmember borrower . . .” and to “. . . extend 
to each institut ion authorized to secure advances, such advances as may be made 
safely and reasonably, with due regard for the  claims and demands of other institu-
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tions, and with  due regard to the  mainte nance of a deq uate cre dit  stan ding  for the  
Federal  Home Loan Bank and  its obligations.”

The  Board has adopted specific regu lations gove rning the  g ran tin g of advances in 
Pa rt  525 of its Regula tions for the  Federal Home Loan Ban k System  and s tate ments  
of policy on advances in Sections  531.1 and 531.9 of Par t 531 of the  Regulations for 
the  Fede ral Home Loan Bank System. These regula tory sta tem ents of policy set out 
overall policy on wha t purposes  advances may be g ran ted  for, w hat the  Banks  must 
consider in deciding whether to gr an t an advance, and  wh at require ments the  
obligations evidencing advances  m ust  meet.

On qua rterly  basis, the  Board meets with the  Pre sident s of the  FHLBanks to 
discuss advances policy and obta in the  Bank  Pre sid ents’ recom mend ations for a 
specific advances policy for the  following quarter.  Following these meetings, the  
Board Meets and adopts  an  advances policy which  sta tes  the param ete rs with in 
which  the  Banks  must set the  ra tes  on advances and  any oth er  limitat ions on 
advances. The curre nt advances policy is as follows:

“The Federal Home Loan Banks  should ma inta in a policy of foste ring residen tial  
mortgage financing thro ugh  app ropriat e advances policies by each of the  Banks. 
Int ere st rate s on all advances should  be set at  levels near  the estimated cost of 
newly issued consolidated obliga tions of comparable ma tur itie s.

All fixed-ra te advances with  ma tur itie s over one year  should car ry an  adequa te 
prepay ent pena lty or its equ ivalent sufficient to discourage ear ly repayment.  All 
advances matur ing  in 12 months or longer should  be made pursu ant to firm com­
mitm ents.

It  is not anti cipa ted th at  the  supply  of funds for advances will be a con stra int 
rela tive to the  likely demands for advances. If, however,  it become necessary  to 
mod erat e the  growth of advances in its distr ict, a Bank may set rate s on advances 
at  sl ight ly high er levels.

Any deviat ion from this policy s tatem ent  shall  require prio r approval of the Bank  
Board.”

Within the  con stra ints  of Board regu lations and policy, the  Board of Directo rs of 
each FHLB ank establish es what specific types  of advances will be offered to mem­
bers, the  rate s of in terest  on  advances, com mitm ent fees, prep aym ent penalties , and 
policy on the  granting of advances . The sta ff of each FHLBank  is then responsible 
for making advances with in Board and FHLBank policy.

By p erm ittin g each FHLBank  to establish advances plan s and  rates with in guide­
lines established  by the  Board, each  FHLBank is enab led to design advances plans 
th at  a re fitted to the  needs of the  m embers in its District.

Mr. Boland. Chairman Dalton, tha nk you for joining us today. 
We are all through; you can now leave and have a good lunch in 
that  beautiful building you have downtown.

We understand your problems—and you do have some serious 
problems in 1981. In any event, it was good to have had you w ith 
us.

[The justification follows:]
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Federal Home Loan Bank Board

HISTORICAL SUMMARY OF THE

FEDERAL HOME LOAN BANK BOARD AND ITS CONSTITUENT AGENCIES

The Federal Home Loan Bank Board was established by the Federal Home Loan 
Bank Act, approved July 22, 1932, to provide a permanent credit reservoir for thrift 
and home-financing Institutions through the creation of regional Federal Home Loan 
Banks. The United States Government provided the original capital of the banks by 
investing a total of $124,741,000. This investment was retired by the banks, over 
the years, at a rate In excess of statutory requirements. As of July 2, 1951, the 
Government's investment had been fully repaid. Since that time the capital stock 
of the 12 banks is owned by the member Institutions.

The Home Owners' Loan Act, approved June 13, 1933, gave authority to the Board 
to charter and supervise local mutual institutions to be known as Federal savings 
and loan associations. These associations were to serve as a means of encouraging 
local thrift and home financing.

From the date of its creation in 1932 until April 25, 1939, the Federal Home 
Loan Bank Board functioned as an Independent establishment reporting directly to 
the Congress and the President. On April 25, 1939, by congressional approval of 
the President's Reorganization Plan No. 1, the Board and the organizational units 
under its jurisdiction were grouped under the Federal Loan Agency along with other 
related Government corporations and organizations.

The Board continued under the Federal Loan Agency until February 24, 1942, 
when by Executive Order No. 9070 the five-man Board was vacated and its Chairman 
was made Commissioner of the "Federal Home Loan Bank Administration," the units 
formerly under the Board being retained. The Executive Order placed the Board 
under the National Housing Agency, together with the Federal Housing Administration 
and the Federal Public Housing Authority.

Under Reorganization Plan No. 3 of 1947, effective July 27, 1947, a bi­
partisan Board of three members was substituted for the single Commissioner and 
the "Home Loan Bank Board" became a component part of the Housing and Home Finance 
Agency.

The Board continued in this relationship until the enactment of the "Housing 
Amendments of 1955," approved August 11, 1955, which reestablished the "Federal 
Home Loan Bank Board" as an Independent agency.

Reorganization Plan No. 6 of 1961, effective August 12, 1961, transferred to 
the Chairman of the Board, the Board's functions with respect to the overall 
management, functioning, and organization of the Agency. The appointment, removal, 
and direction of personnel, the distribution of business among and the communica­
tion of Board policies to such personnel, the enforcement of policies, as well as 
other administrative and management functions were transferred to the Chairman.

Nothing in the transfer Impinges upon the ability of the Members of the Board 
to act independently with respect to substantive matters. In carrying out his 
managerial functions, the Chairman is governed by the general policies of the 
Board; the Board has the authority to approve the Chairman's appointments of the 
heads of major administrative units, and the other Members of the Board retain 
their control over the personnel in their immediate offices.

A-2
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Federal Home Loan Bank Board

Federal Savings and Loan Insurance Corporation

On June 27, 1934, Title IV of the national Housing Act provided for the crea­
tion of the Federal Savings and Loan Insurance Corporation and placed It under the 
direction and management of the Federal Home Loan Bank Board. The capital stock 
of the Corporation was $100,000,000. It was subscribed for by the former Home 
Owners' Loan Corporation. Retirement of the stock began in 1951 and was completed 
by July 1, 1958.

The Federal Savings and Loan Insurance Corporation insures the safety of 
savings against loss up to $100,000 for each insured member in all Federally- 
chartered associations and in State-chartered associations which apply and qualify 
for such insurance.

Federal Home Loan Mortgage Corporation

The Federal Home Loan Mortgage Corporation was established by Title III of the 
Emergency Home Finance Act of 1970 (84 Stat. 451-458), approved July 24, 1970. The 
Corporation's board of directors, by law, is comprised of the members of the Federal 
Home Loan Bank Board. The function of the Corporation is to provide a secondary 
market for residential mortgages. The operations are confined, so far as practi­
cable, to residential mortgages which generally meet the purchase standards set by 
private institutional mortgage investors.

Neighborhood Reinvestment Corporation

The Neighborhood Reinvestment Corporation (formerly the Urban Reinvestment 
Task Force) was established by Public Law 95-557, approved October 31, 1978, to 
promote reinvestment in older neighborhoods by local financial institutions working 
cooperatively with local people and local government. The Chairman of the Federal 
Home Loan Bank Board serves as a member of a six-person board of directors.

A-3
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PROGRAM HIGHLIGHTS

The Federal Home Loan Bank Board supervises and regulates the Federal Home 
Loan Bank System, the System of Federal Savings and Loan Associations, and the 
Federal Savings and Loan Insurance Corporation, created to serve the American 
public through the media of savings and loan associations, co-operative banks, 
and other financial institutions engaged In the encouragement of thrift and 
economical home ownership.

The Federal Home Loan Bank Board is primarily a regulatory and supervisory 
agency in the savings and home-financing field. It issues charters for Federal 
savings and loan associations and Federal Mutual Savings Banks, and insures 
savings accounts in such institutions, and in approved State-chartered savings 
and loan institutions.

The 1982 budget estimates of the Federal Home Loan Bank, the Office of Exam­
inations and Supervision, and the Federal Savings and Loan Insurance Corporation 
are based on the need for maintaining all operations in a current status, giving 
full consideration to the complex problems arising from changing economic condi­
tions and the increased competition for savings among financial institutions.

The costs of the Federal Home Loan Bank Board operations —  including the 
examinations of insured savings and loan associations —  are met by assessing 
the twelve Federal Home Loan Banks and the Federal Savings and Loan Insurance 
Corporation for services rendered, and by assessments and direct examination 
charges to savings and loan associations for the services of the Office of Exami­
nations and Supervision. Thus, although the Board restricts its expenditures to 
budget limitations, the Board receives no appropriated funds from the U.S. 
Treasury.

The number, size, and business activity of the institutions supervised by 
the Board continues to fluctuate. The following table relating to savings and 
loan association members of the Bank System shows the number and assets on 
September 30, 1980 and mortgage loans made and the net inflow of savings for the 
12-month period ending on that date; it also shows the changes over the com­
parable 1979 period in dollar and percentage terms.

Description
Fiscal
1979

t

Fiscal
1980

(Dollars in

Increase or Decrease (-)
Amount

Billions)
Percent

Number of Member Savings and 
Loan Associations at Sept­
ember 30 .................. 4,143 4,113 -30 -0.7

Assets at September 30.. $562.5 $601.2 $38.7 6.9
Mortgage Loan Made

During Ye ar........... $103.8 $ 71.4 $-32.4 -31.2
Net Inflow of New Savings 

During Year 1/....... $ 42.1 $ 34.8 $-7.3 -17.3

1/ Includes Interest Credited

B-l
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As Indicated in the table on the previous page, the number of member savings and loan associations decreased by 30 over the number recorded at September 30, 1979. Assets showed an increase of $38.7 billion over September 30, 1979; loans made during fiscal year 1980 decreased $31.2 billion over the volume made during the preceding 12-months. The net inflow of savings declined by $7.3 billion, as a result of high market Interest rates and increased competition for savings from other types of financial institutions. At the end of fiscal year 1980, member savings and loan associations held about $403 billion, or 44 percent, of all home mortgages.

FEDERAL HOME LOAN BANK SYSTEM

The Federal Home Loan Bank System, through its 12 regional Federal Home Loan Banks, strategically located throughout the country, provides a permanent credit reserve for eligible institutions. The Federal Home Loan Banks advance funds to these member Institutions to meet withdrawal demands as well as seasonal and ex­pansionary needs for additional home-mortgage funds. Through the use of Interbank deposits, the System maintains flows of housing funds into every locality.
The regional Banks, the stock of which is owned by their member institutions, do not deal directly with Individuals. The great majority of the members are savings and loan associations, also known sectionally as building and loan associ­ations, co-operative banks, and homestead associations. Included also in the mem­bership of the Federal Home Loan Bank System are 135 mutual savings banks and two life insurance companies.

The importance of the Federal Home Loan Bank System is indicated by the fact that at September 30, 1980, the combined resources of its member institutions totaled $657 billion. In fiscal year 1980 its savings and loan members made housing and other mortgage loans amounting to $71.4 billion.

Located in most cities, suburban areas, and towns throughout the United States, the System's member institutions serve around 105 million people including savers, investors, and borrowers.

Member Institutions

The Federal Horae Loan Bank System, comprised of the 12 regional Federal Home Loan Banks, had a membership of 4,250 institutions at September 30, 1980. Member­ship in the System since its inception increased from 2,080 at year end 1933 to 3,951 on December 31, 1938. Resulting primarily from consolidation and mergers, the membership gradually decreased to 3,698 in calendar year 1946. From that time both the membership and membership assets went steadily upward until calendar year 1967. Membership assets have continued to grow since then, but the number of mem­bers has decreased in most years, as shown in the table on the following page, due primarily to mergers and voluntary withdrawals.

R-2
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Number and Assets of Members of the Federal Home Loan Bank System

Fiscal
Year-End Number

Assets
(Billions)

1950
1955
1960
1965
1970
1975
1976
1977
1978
1979
1980 
1981* 
1982*

3,898
4,272
4,674
5,043
4,714
4,310
4.244 
4,254 
4,241
4.245 
4,250 
4,120 
3,990

$ 15.4
34.0
65.8

128.6
173.3
333.7
386.1
469.2 
535.9
605.2
656.6 
730.1
809.6

♦Estimate

Membership increased by 5 last year, in contrast to the historical trend, 
because of an increase in mutual savings bank membership. It is anticipated that 
membership will decline by approximately 130 in both fiscal years 1981 and 1982. 
Membership of mutual savings is expected to increase further, in part from con­
version to federal from state charter, but the number of savings and loan members 
is expected to decline much more as a result of mergers stemming from the recent 
squeeze on earnings and increased competition among financial institutions.

Member assets totaled $656.6 billion on September 30, 1980, 8.52 more than a 
year earlier. They are expected to Increase by a larger $73.5 billion, or 11.22 
during the 12 months ending September 30, 1981, because of increased savings 
growth, and to reach $809.6 billion by September 30, 1982, a rise of 10.92 in 
fiscal year 1982.
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The following cable shows composition of the total membership at September 
30, 1979 and 1980, together with the estimated total assets:

Members
September 30, 1979 September 30, 1980
Number Assets Number Assets

(Dollars in Millions)

Savings and Loan Associations:
Federally-Chartered........... 1,996 $319,772 1,983 $339,024
State-Chartered-Insured....... 2,047 239,660 2,036 259,077
State-Chartered-Uninsured..... 100 3,046 94 3,074

Mutual Savings Banks................ 100 43,615 135 55,250
Insurance Companies................. 2 150 2 175

Total All Members......... 4,245 606,243 4,250 656,599

Included in the 94 State -chartered uninsured institutions at Sept . 30, 1980,are 38 co-operative banks in the State of Massachusetts. These institutions are
members of the Massachusetts Share Insurance Fund of the Co-operative Central Bank

Mortgage loans made by member savings and loan associations

Loans made by member savings and loan associations for the years indicatedare shown in the following table:

Loans Made by Member Savings and Loan Associations
1

(In Millions)

Fiscal S&L Members All Insured
Year of FHLB System Associations

1950 $ 4,202 $ 3,709
1955 10,298 9,820
1960 14,193 13,916
1965 23,789 23,473
1970 18,459 18,042
1975 38,862 38,642
1976 66,461 66,045
1977 98,900 98,343
1978 109,206 108,636
1979 103,826 103,288
1980 71,371 71,021
1981* 95,500 95,000
1982* 100,500 100,000

♦Estimate

As Indicated, the total dollar volume of mortgage loans made by member 
savings and loan associations in fiscal year 1980 aggregated $71.4 billion. This 
was 31.32 less than a year earlier, primarily because of a sharp reduction in the 
flow of funds from savers but also because of a drop-off in loan repayments. 
Lending by member associations is expected to increase in both the current and following fiscal year because of larger saving inflows. Volume is projected to 
rise 33.82 to $95.5 billion in fiscal 1981 and an additional 5.27 to $100.5 
billion in fiscal 1982. The total dollar volume of mortgage loans made bv 
insured associations is also shown in the table, and follows a similar pattern.
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The principal purposes for which loans were made by Insured savings and loan 
members over the last three fiscal years are indicated in the following table:

Loans Made by Insured Savings and 
Loan Associations, by Purpose of Loan

(Dollar Amounts in Millions)

Purpose Fiscal 1978 % Fiscal 1979 % Fiscal 1980 %

Home Construction.. $ 19,555 18.0 $ 19,062 18.5 $13,080 18.4
Home Purchase..... 63,508 58.5 62,198 60.2 42,092 59.3
Other Purposes*.... 25,573 23.5 22,028 21.3 15,849 22.3

Tota l......... 108,636 100.0 103,288 100.0 71,021 100.0

♦Includes loans for construction and purchase of apartments and non-residential 
property, refinancing, and miscellaneous purposes.

The volume of home construction loans made in fiscal 1980 showed a decrease 
of 31.4% when compared with 1979. Home purchase loans declined by 32.3% and loans 
for other purposes by 28.1%. The overall decrease was 31.2%.

Savings in member savings and loan associations

Trends in savings flow of member savings and loan associations are shown in 
the following table:

Trend in Savings in 
Member Savings and Loan Associations

(In Billions)

'- Gross
Fiscal Savings With- Net
Year Received** drawals Inflows**

1950 $ 4.5 $ 3.0 $ 1.5
1955 11.9 7.3 4.6
1960 23.0 16.3 6.7
1965 38.3 29.0 9.3
1970 59.0 55.1 3.9
1975 139.1 108.8 30.3
1976 163.1 119.7 43.4
1977 207.7 154.8 52.9
1978 249.2 205.9 43.3
1979 330.8 288.7 42.1
1980 431.2 396.4 34.8
1981* 465.0 410.6 54.4
1982* 576.0 520.8 55.2

♦Estimate
♦♦Includes interest credited

As indicated, gross savings received bv member savings and loan associations
during fiscal 1980 aggregated $431.2 billion. This was 30. 47 more than a year
earlier partly because of further growth in 6-month money market certif icates.
which turnover every six months. Withdrawals of savings rose even more as a
result of the rise in market interest rates. lowever, leaving a net inflow of
only $34.8 billion, 17.3% less than in the preceding vear and the smallest
since fiscal 1975. The net inflow of savings to associations is expected
to rise 56,37 to $54.4 billion in the current fiscal vear as result of
lower market interest rates and a reduction in inflationary expectations.
and to edge up slightly further to $55.2 billion in fiscal 1982.
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Summary of activities

The following table summarizes the condition of the members of the Fede 
Home Loan Bank System at September 30, 1980, and also provides our estimates the fiscal years ending September 30, 1981 and 1982:

Federal Home 
Loan Bank System

Member institutions:

Number...........................
Assets...........................
Savings..........................
Mortgage Loans..................
Number of Insured Associations..

Regional Banks:

Advances Outstanding...........

FEDERAL SAVINGS AND LOAN ASSOCIATIONS

Sept. 30, Sept. 30, Sept. 30,
1980 1981 1982

Actual Estimate Estimate
(Dollars in Millions)

4,250 4,120 3,990
$656,599 $730,100 $809,600
$538,700 $603,400 $669,800
$518,800 $575,800 $633,400

4,019 3,869 3,719

$ 44,161 $ 42,700 $ 44,700

The creation of Federal associations was authorized by Congress in 1933 to provide additional local thrift institutions for people to place their savings and/or obtain loans to finance their homes. Savings and loan associations have 
been making loans to help finance home purchases in the United States for the past 149 years.

All Federal savings and loan associations are required to be members of the Federal Home Loan Bank System and to carry insurance of their savings accounts with the Federal Savings and Loan Insurance Corporation.

At September 30, 1980, there were 1,983 Federal savings and loan associations operating under charter, examination, and supervision by the Federal Home Loan 
Bank Board. Their combined resources were S339.0 billion. Federal savings and loan associations are in operation in every State, in the District of Columbia, and in Puerto Rico.

FEDERAL SAVINGS AND LOAN INSURANCE CORPORATION

Created in 1934, the Federal Savings and Loan Insurance Corporation insures, up to $100,000 each, withdrawable savings, deposits and Investment certificates in approved savings and loan associations and similar institutions. Insurance of 
savings has been an important factor in stimulating the flow of savings into thrift and home-financing institutions. These savings are used largely for the financing of homes. The number of insured institutions at September 30, 1980 was 4,019; their combined assets were $598.1 billion. Reserves for insurance losses 
held by the Corporation were $6.1 billion at September 30, 1980, and are estimated at $6.7 and $7.4 billion, respectively, at September 30, 1981 and 1982. All FSLIC 
insured institutions are members of the Federal Home Loan Bank System. (See more extensive activity description beginning on page F - 5 . )
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SUMMARY OF AGENCY EXPENSES

The budget pro gr am s o f  th e  Federa l Home Lo an  Bank B oard  in c lu d in g  th e  F ed era l 
Savin gs and  Loan In su ra n ce  C o rp o ra ti o n  a re  p re s e n te d  as b u s in e s s - ty p e  b u d g e ts .

The bud ge t e s ti m a te s  f o r  198 2,  th e  re v is e d  e s ti m a te s  f o r  th e  c u r re n t  f is c a l  
y e a r ,  and  a c tu a l ex pe ns es  f o r  f is c a l  1980 a re  su m mar ized  in  th e  fo ll o w in g  tw o 
ta b le s :

C o m pa ra tive  Summary o f  P o s it io n s  and W ork -Y ears

U n it

Bo ard and  S t a f f  O f f ic e s .................
Federa l S avin gs and  Loan

In su ra nce  C o rp o ra t io n .................
O f f ic e  o f  E xa m in a tions  

and S u p e rv is io n ...............................

T o t a l ......................................................

198 0 A c tu a l
P o s i-
t io n s

Work-
Ye ars

481 440

973 929

- 0 - - 0 -

1, 46 4 1,3 69

1981 E s ti m a te
P o s i­
t io n s

Work-
Yea rs

515 489

20 20

919 891

1,4 54 1 ,4 00

1982 E s ti m a te
P o s i­
t io n s

Work-
Ye ars

515 494

20 20

934 915

1,4 69 1 ,4 29

C om para tive  Summary o f  Ex penses

ADMINISTRATIVE EXPENSES:

U n it
1980

A c tu a l

1981
1982

E s tim a te

In c re a se
o r

D e c re a s e (- )
Bu dg et

E s tim a te
C u rr e n t
E s tim a te

Bo ard and  S ta f f  
O f f ic e s ...................

F ed era l S avin gs A
, $17 ,9 04 ,1 3 6 $21 ,0 30 ,0 00 $ 2 1 ,2 80 ,0 0 0 $22 ,3 20 ,0 0 0 $1 , 0 40 ,0 00

Loan In su ra nce  
C o rp o ra t io n ......... , 3 3 ,2 88 ,2 26 1 ,1 15 ,0 00 1 ,0 50 ,0 00 1 ,0 3 0 ,0 0 0 -2 0 ,0 0 0

S u b -T o ta l.............. 51 ,1 92 ,3 62 22 ,1 45 ,0 00 22 ,3 3 0 ,0 0 0 23 ,3 50 ,0 00 1 ,0 2 0 ,0 0 0

NONADMINISTRATIVE EXPENSES:

O f f ic e  o f  Exa mi-
n a ti o n s  and 
S u p e rv is io n ......... 34 ,1 05 ,0 00 3 6 ,2 65 ,0 00 37 ,5 40 ,0 00 1 ,2 75 ,0 0 0

T o ta l....................... . 51 ,1 92 ,3 62 56 ,2 50 ,0 00 58 ,5 9 5 ,0 0 0 6 0 ,8 90 ,0 00 2 ,2 9 5 ,0 0 0

E s tim a te d  Savi ngs 632,6 38

Pro po se d S upple m enta l
due t o :
In c re a se d  Pay

............................... 3 ,5 3 0 ,0 0 0 .....................  3 ,5 3 0 ,0 0 0
In c re a se d  T ra ve l

C o s ts ............................... ................ .....................  - 930,0 00 .....................  930 ,0 00

A c tu a l,  A u th o r iz a t io n
and E s t im a t e . . . .  5 1 ,8 2 5 ,0 0 0 56 ,2 50 ,0 00  5 4 ,1 35 ,0 00 6 0 ,8 9 0 ,0 0 0  6 ,7 5 5 ,0 0 0
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Fisca l Year 1981

The fo llow in g  ta b le  summarizes the computa tion  of the curr ent fi s c a l ye ar  1981 es tim ate by li m it a ti o n  account.

Fi sc al  Year 1981
Orig in al Congress iona l Requested Cu rre nt
Estimate Auth oriza tion Supp lementals Estimate

Board and S ta ff  O ff ic e s .. $21,030,000 $20,030,000 $1,250 ,000  1/ $21,280,000

FSLIC...................................... 1,11 5,000 1,00 0,000 50,000 1/ 1,050,000

O ff ic e  o f Examina tions  an 
Sup er vision ...................... 34,105,000 33,105,000

( 930,000 2/
(2,230,0 00 T / 36,265,000

56,250,000 54,135,000
930,000

3,530,0 00 58,595,000

1/ October 1980 pay increa se 
7/ Pub lic  Law 96-346

As shown above, the  current 1981 es tim ate of $58,595,000 includ es  su pp lemen ta l 
to ta li n g  $3,530 ,000 a tt ri b u ta b le  to  the October 1980 general pay inc rease o f 9.1%.
The p a rti a l employment fre ez e has been take n in to  co nsider atio n in  the prep ar at ion 
o f the current 1981 d o lla r es tim ate and the 1981 wo rk-yea rs o f 1,4 00. We are als o 
re qu es tin g a 1981 supplemental o f $930,000 to  cover increased  tr a ve l costs  associa ted  
w ith the inc rea ses  in  the  per  diem and mileage allowances pro vided by Pub lic  Lav; 
96-346, approved September 10, 1980.

We should po in t out  th at the  Washington O ff ic e  o f OES w ith  73 posit io ns and the 
OES D is t r ic t  O ff ic es w ith  919 posit io ns were fu l ly  exempted from the p a rt ia l h ir in g  
fre ez e in  November 1980. We, th e re fo re , a n ti c ip a te  a hig h le ve l o f examiner employ­
ment throug hout  1981 and 1982 unless the  fre ez e is  reimposed at  a la te r  da te .

Fi sc al  Year 1982

The 1982 es tim ate o f $60,890 ,000  represen ts an ove ra ll net  increa se  o f on ly 
$2,295 ,000 or  3.9% over the  cu rren t 1981 es tim ate of $58 ,595,000.  Th is net 
inc rease is  p r im a ri ly  the  re su lt  o f an tic ip a te d  high er  employment le ve ls  and 
general pri ce  inc rea ses in  areas over which we have l i t t l e  con tro l such as pay and 
benefi t ad jus tme nts  occas ioned by the Octo ber 1980 pay ra is e , and inc reases in  the  
cost o f supplie s, m a te ria ls , and se rv ices  re qu ire d to  carr y on our op er at ions  at  
about the  same le vel as th a t planned fo r  1981. We are also  re qu es tin g fund ing  fo r  
15 add it io na l examiner posit io ns fo r  1982.
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The to ta l net inc rease o f $2 ,295,000, by ca tego ry  o f expense, is  shown below

Increase
or

Item Decrease ( - )

Personnel Compensation.................................... $1 ,300,00 0
Personnel B ene fi ts ............................................ 169,500
Travel and Tra ns po rta tio n o f Persons........  147,000
Tr an sp or ta tio n o f Th ings ................................ 1,000
Rent, Communications, and U t i l i t i e s ..........  292,000
P ri n ting  and Re produc tion..............................  -16 ,000
Other Se rv ices ...................................................  249,500
Supplies  and M a te ria ls .................................... 51,000
A cquis it io n of Cap ita l As se ts......................  61,000
Reimbursable Expenses (d ec reas e) ................  40,000

T o ta l............................................ $2,295,000

D is tr ib u ti o n  o f these inc reases between the  Bank Board and FSLIC Ad minis tra  
ti v e  accounts and the  O ff ic e  o f Examinations and Su pe rv ision  Non ad min ist ra tiv e 
account is  shown on pages C-4 , E-5 , and F-15.



Federal Hone Loan Bank Board Re volving  Fund 
A. Statement o f Sources and Applic ations of Funds

FUNDS APPLIED

To op erat ions

A cqu is it io n  o f asse ts:
F u rn itu re , fi x tu re s  and equ ipment........
Land and b u ild in g ........................................

Expense:
A dm in is trative expense..............................
Non ad min ist ra tiv e expense:

Cost o f exam ining and su pe rv is ing
sav ings and loan associa tions........

B u ild in g op er at ing expense......................
Increase in  se lec ted workin g c a p it a l. .

To tal  ap pl ied to  opera tio ns....................

To financi ng

Increa se in  Treasu ry cash ............................

To tal  funds app lied ....................................

FUNDS PROVIDED

By op erat ions

Income ...............................................................
Decrease in  se lected  workin g c a p it a l . . . .

To tal  funds ap pl ied by op er at ions ........

By Fin ancing

Decrease in  Treasu ry cash............................

To tal  funds pro vided ................................

BUDGET EXPENDITURES

Funds ap pl ied to  opera tions............................

Funds prov ide d by opera tio ns..........................

Net budget expend i t ur es ..........................

1980
Actua l

1981
Estimate

1982
Estimate

75,149
769,975

J 687,000 
1,156,000

S 678,000 
895,000

17,548,016 20,852,000 21,794.000

-0 -
2,177,592

36,237,000
2,65 1,000

37,511,000
2,920,000

-0 - -0 - -0 -

20.570,732  61,583 ,000 63,798 ,000

1,063,180  1,568 -0 -

21,633 ,912  61,584 ,568  63,798 ,000

20,488,215
1.145,697

60,612,000
972,568

63,505 ,000
293,000

21,633,912 61,584,568 63,798,000

-0 - -0 - -0 -

21,633,912 61,584,568 63,798,000

20,570,732 V1,583 ,000 63,798 ,000

21,633,912 61,584,568 63,798,000

-1 ,06 3,180 -1 ,568  -0 -
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B. Statem en t o f Income and Expense

1980 1981
A ctu a l E stim ate

Ex am ining  fe es and charg es....................
Assessm ent f o r  s e rv ic e s  and f a c i l i t i e s :  

Fe de ra l Sa ving s and Loan In su ranc e
C o rp o ra ti o n ..............................................

Fe de ra l Home Loan Ba nks.............................
Re ntal  income from  b u i ld in g ........................
Re imbursements from  o th e r accounts .........
M is ce llane ous.......................................................

$ -0 -  $1 8,56 2, 00 0

11 ,8 20 ,5 66
6,9 85,8 04
1, 41 6, 45 7

167,3 49
98 ,039

32 ,0 02 ,0 00
8, 706,0 00
1, 15 7, 00 0

110,0 00
75 ,000

To ta l inco me............................................ 20,4 88 ,2 15  60 ,6 12 ,0 00

1982
Estim ate

$1 9,60 9, 00 0

33 ,5 64 ,0 00
8,9 70 ,0 00
1, 21 7, 00 0

70,000
75 ,000

63 ,5 05 ,0 00

Expense

A d m in is tr a ti v e  expense:
Re im bu rsab le ex pe ns e...................................
Non re im bu rs ab le  expe ns e.............................

167,3 49
17 ,3 80 ,6 67

110,0 00
20 ,7 42 ,0 00

S u b to ta l..................................................... 17 ,548 ,0 16 20 ,8 52 ,0 00

D e p re c ia ti o n  on f u r n it u r e ,  f ix tu re s
and eq uip m ent..........................................

T o ta l a d m in is t ra t iv e  expense.

Cost o f ex am in ing and su p e rv is in g  
sa ving s and lo an a s s o c ia ti o n s :

Re im bu rsab le  ex pe ns e......................
Non re im bu rs ab le  ex pe ns e................

S u b to ta l............................................

520,4 87  538,0 00

18 ,0 68 ,5 03  21 ,390 ,0 00

- 0 -  -0 - 
-0 -  36 ,2 37 ,0 00

-0 -  36 ,237 ,0 00

D e p re c ia ti o n  on f u r n it u r e ,  f ix tu re s  
and eq uip m ent...................................................

T o ta l cos t o f ex am in ing and 
s u p e rv is in g  sav in gs and loan  
a s so c ia to n s ..........................................

B u il d in g  o p e ra ti n g  ex pe ns e...........................
D e p re c ia ti o n  on b u il d in g  and 

equipm en t and a m o rti z a ti o n  o f te nan t
im prov em en ts .....................................................

T o ta l b u il d in g  ex pe ns e......................

To ta l ex pe ns e..........................................

Asses sments and fe es in  exce ss  o f 
ex pe nse................................................................

- 0 -  28 ,000

-0 -

2,1 77 ,5 92

93 1,81 3

3,1 09 ,4 05

21 ,1 77 ,9 08

-6 89 ,6 93

36 ,2 65 ,0 00

2,6 51 ,0 00

929,0 00

3, 58 0, 00 0

61 ,2 35 ,0 00

-6 23 ,0 00

70 ,000
21 ,7 24 ,0 00

21 ,7 94 ,0 00

596,00 0

22 ,3 90 ,0 00

-0 -
37 ,5 11 ,0 00

37 ,5 11 ,0 00

29 ,000

37 ,5 40 ,0 00

2, 920,0 00

93 5,00 0

3,8 55 ,0 00

63 ,7 85 ,0 00

-2 80 ,0 00

ANALYSIS OF DEFERRED AND UNDISTRIBUTED CREDITS

D efe rr ed and u n d is t r ib u te d  c re d it s ,  
beg in n in g  o f  y e a r ........................................

D e fe rr ed and u n d is t r ib u te d  c r e d it s ,  
end o f  y e a r .....................................................

56 ,8 75 ,7 03  56 ,1 86 ,0 10

56,1 86 ,0 10  55 ,5 63 ,0 10

55 ,5 63 ,0 10

55 ,2 83 ,0 10
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BOARD AND STAFF OFFICES

SUMMARY

The 1982 es tim ate s  o f a d m in is tr a ti v e  expen ses  o f th e  Board and S ta f f  O f fi c e s , 
th e  re v is ed  estim ate s fo r  th e  c u rr e n t f is c a l y e a r , and a c tu a l expenses fo r  1980 are 
summarized  in  th e  fo ll o w in g  ta b le :

D esc ri p ti on
1980

Act ual

1981
1982

Est im ate  D

In cr ea se
or

le cre ase(- )
Budget

Est im ate
C urrent
Est im ate

P o s it io n s ........................ 515 495 515 515 -0 -
Work-Years 471 489 489 494 5

— —
Personnel Com-

pensa tion .................... $1 3,10 4,11 7 $14,00 3,00 0 $14,96 8,00 0 $15,40 0,00 0 $ 432,000
Personnel B e n e f it s . . . 1 .215 ,533 1,41 5,00 0 1 ,4 03 ,500 1 ,476 ,000 72 ,500

S ub-T o ta l.................... 14 ,319 ,650 15 ,418 ,000 16 ,3 71 ,500 16 ,876 ,000 504,500

C ontract ua l Serv ices
and S u p p lies ............. 4, 36 7, 96 6 5,06 3,00 0 4, 445, 50 0 4,87 8,00 0 432,500

A c q u is it io n  o f
C ap ita l A sse ts ......... 548 ,477 619,0 00 573,000 636,000 63 ,000

To ta l Gross
Expenses ...................... 19 ,236 ,093 21 ,100 ,000 21 ,3 90 ,000 22 ,390 ,000 1 ,000 ,000

Reimburse me nts ............. -164 ,367 -7 0, 000 -110 ,0 00 -7 0, 00 0 40,000

To ta l Net
Exp enses.................. 19,071 ,726 21 ,030 ,000 21 ,280 ,000 22 ,320 ,000 1 ,040 ,000

.  .

Proposed Supplem ental
Due to  Increa sed

Pay Costs ............... -1 .250 ,000 1, 25 0, 00 0

A c tu a l, A u th o ri za -
t io n ,  8 E s ti m a te .. . 19 ,586 ,000 21 ,030 ,000 20 ,0 30 ,000 22 ,320 ,000 2,29 0, 00 0

F is ca l Year 1981

Our 1981 budget estim ate  o f $2 1,030,000 was red uced $1 ,0 00 ,000  to  $2 0,03 0,00 0 
by th e Co ngres s. Our c u rre n t 1981 estim ate  o f $2 1, 28 0,00 0 in c lu des a proposed 1981 
su pp lemen ta l to  co ve r incr ease d pay co st s re s u lt in g  fro m th e  Octob er  1980 ge ne ra l 
pay in cre ase . In d iv id u a l li n e - it e m  d if fe re n c e s  between th e  bud get and c u rr e n t 
estim ate s fo r  1981 ar e di sc uss ed in  subsequent sec tions  o f th is  p a rt  d ea ling  w it h  
th e Board and S ta ff  O f fi c e s .

F is ca l Year 1982

Our 1982 budget es tim ate  o f $22,320,00 0 re pre sen ts  an incr ease  o f $1 ,0 40 ,000  
o r 4.9% ov er  th e  c u rre n t 1981 es tim ate . Th is  is  m ostly  an in f la t io n a r y  ad ju st m ent 
covering  annua liz ed in cr eases in  pay and b e n e fi ts  and a n ti c ip a te d  p r ic e  in cr ease s 
fo r  o th e r goods and se rv ic e s  re qu ir ed  to  m a in ta in  our o pe ra tio ns  at about th e  1981 
le v e l .
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The to ta l net  inc rease of $1,040 ,000  by ca tego ry  o f expense, is  shown below.

I te m  Increased  Amount

Personnel Compensation..................................................  $ 432,000
Personnel B ene fi ts .......................................................... 72*500
Travel and Tr an sp or ta tio n o f Persons......................  50^000
Tr an sp or ta tio n o f Th ings..............................................  1*000
Rent, Communications, and U t i l i t i e s ........................  103*000
P ri n ti n g  and Re produc tion............................................  -16*000
Other Service s.................................................................. 256*500
Supp lies and M a te ria ls ..................................................  38,000
A cquis it io n o f Cap ita l As se ts....................................  63*000
Reimbursable Expenses (dec reas e) ..............................  40*000

T o t a 1 .................................................................... $1 ,040,000

Reimbursements - A ta b le  showing reimbursements to  the  Board fo r  se rv ices  rendered 
w il l be found on page C-21 .

ANALYSIS OF EXPENSES - DETAIL

A com parativ e summary o f adm in is tr a tive  expenses fo r  the  Bank Board and S ta ff  
O ff ices fo r  fi s c a l year 1980. 1981, and 1982, fo llo wed  by an o u tl in e  o f personal 
se rv ice s other- ob ject  c la s s if ic a ti o n s  by typ e o f expense, and in cl ud in g ana lyses 
and ju s t if ic a t io n  of the need fo r  a ll  such expenses, begins on |he fo llow in g  page.
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F ed e ra l Hone Loan  Bank

PERSONNEL COMPENSATION

POSITIONS:

1981 In c re a se
o r

D e c re a s e (- )
1980

A c tu a l
Bud ge t

E s ti m a t
C u rr e n t

e E s tim a t
1982

e E s ti m a te

O f f ic e  o f  th e  Cha irm an 6 7 6 6 - 0 -
O f f ic e  o f  Boa rd  Member (V a ca n t) 4 4 4 4 -0 -
O f f ic e  o f  Boar d Member D iP re te 4 4 4 4 - 0 -
A d m in is t ra t io n  O f f ic e 5 5 5 5 - 0 -

A d m in is t ra t iv e  S e rv ic e s  D iv is io n 49 41 49 49 -0 -
Bud ge t D iv is io n 8 8 8 8 - 0 -
C o n t r o l le r 's  D iv is io n 40 41 40 40 - 0 -
In fo rm a ti o n  Sy stem s D iv is io n 56 47 56 56 - 0 -

C om m un ic at io ns  O f f ic e 16 16 16 16 - 0 -
C o n g re ss io n a l R e la t io n s  O f f ic e 3 3 3 3 - 0 -
M in o r it y  A f f a i r s  O f f ic e 4 4 4 4 - 0 -
P e rs onne l Management  O f f ic e
P la n n in g  and  Management

23 21 23 23 - 0 -

C o o rd in a ti o n  O f f ic e 3 - 0 - 3 3 - 0 -
S e c re ta r ia t 22 22 22 22 -0 -
O f f ic e  o f  Co mmun ity  In ve s tm e n t 20 26 20 20 -0 -
O f f ic e  o f  D i s t r i c t  Banks
O f f ic e  o f  E xa m in a tio n s  and

12 12 12 12 -0 -

S u p e rv is io n 73 69 73 73 -0 -
O f f ic e  o f  G enera l Co un se l 82 79 82 82 -0 -
O f f ic e  o f  In d u s t ry  Deve lopm en t 
O f f ic e  o f  I n te r n a l E v a lu a t io n

40 43 40 40 -0 -

and  C om plia nce
O f f ic e  o f  P o li c y  and  Econ om ic

14 14 14 14 -0 -

Rese ar ch 31 29 31 31 - 0 -

T o ta l P o s it io n s 515 495 515 515 -0 -

W ork -y ea rs 471 489 489 494 5

Gross  S a la ry  ($ 000) $13 ,104 $14 ,0 03 $14 ,9 68 $15,4 00 $432

The fu n c t io n s ,  r e s p o n s ib i l i t ie s ,  and j u s t i f i c a t i o n s  o f th e  s t a f f in g le v e l f o r
ea ch  o f  th e  ab ov e u n i ts  a re  p re se n te d  under th e  a c t i v i t i e s  s e c t io n  o f  t h is  do cu men t 
b e g in n in g  on page  C -2 2.

D u ri n g  1980, in  c o n ju n c t io n  w it h  th e  c lo s in g  o f  th e  FSLIC o f f i c e  in  C h ic ago , 
I l l i n o i s ,  20 p o s i t io n s  fo rm e r ly  c la s s i f ie d  as n o n a d m in is tr a ti v e  wer e r e c la s s i f ie d  
as a d m in is t r a t iv e  and t r a n s fe r r e d  to  th e  a d m in is t r a t iv e  ex pe ns e l i m i t a t i o n  f o r  
fu n d in g  p u rp o se s . The B o a rd 's  o v e r a l l em ploy men t c e i l i n g  f o r  1980 and 1981 was 
no t in c re a s e d , and t h is  a c t io n  was m e re ly  a r e c la s s i f i c a t io n  o f  p o s i t io n s ,  appro ved 
by  th e  O f f ic e  o f  Management  and B udget,  t o  c o v e r s u b s ta n t ia l w o rk lo a d  in c re a s e s  in  
c e r ta in  o f f i c e s  and d iv is io n s .

C-9

74-315 0 — 81------15



F edera l Home Loan  Ban k Boa rd

PERSONNEL BENEFITS

1980
A c tu a l

1981
1982

E s tim a te

In c re a se
o r

D ecre a se ( - )
Bu dg et

E s tim a te
C u rr e n t
E s ti m a te

F edera l Em ploy ee s'  
Com pe ns at ion A c t . . S 75,6 25 $ 11 0,0 00 $ 90,0 00 $ 100,0 00 $ 10,0 00

H e a lth  B e n e f i t s . . . . . 22 9,7 63 264 ,0 00 256 ,0 00 280,0 00 24,0 00
L i fe  In s u ra n c e .......... 28 ,5 75 44,5 00 37,0 00 40,0 00 3 ,0 00
R e ti re m e n t.....................  837 ,6 64 93 3,5 00 971 ,000 1 ,0 04 ,0 00 33 ,0 00
S o c ia l S e c u r it y  

Taxes (F IC A ) ......... 38 ,2 22 33,0 00 38,5 00 41,0 00 2 ,5 00
Sev eran ce  Pa y............ - 0 - 16 ,0 00 5 ,0 00 5 ,0 00 - 0 -
U n ifo rm  A llo w a n c e s . 635 1,0 00 1 ,0 00 1,0 00 -0 -
Mov ing and  R e la te d  

Exp en se s................... 5 ,0 49 13,0 00 5 ,0 00 5 ,0 00 - 0 -

T o t a l .................... . .  1 ,2 15 ,5 33 1 ,4 15 ,0 00 1 ,4 03 ,5 00 1 ,4 76 ,0 00 72,5 00

FEDERAL EMPLOYEES' COMPENSATION ACT

The 1982 e s ti m a te  o f  $100,0 00 p ro v id e s  f o r  re im burs em ent t o  th e  D epartm ent o f  
L a b o r,  O f f ic e  o f  W o rk e rs ' Com pe ns at ion Pro gra m s, f o r  b e n e f i ts  and o th e r  pa ym en ts  
made to  Bank Bo ard em ploye es  in  f is c a l  1982 under S e c ti o n  209 o f  P u b li c  Law 86 -7 6 7 , 
ap pro ve d Se ptem be r 13, 19 60 .

HEALTH BENEFITS

The 1982 e s ti m a te  o f  $280,0 00 p ro v id e s  f o r  th e  Bank B o a rd 's  (E m p lo ye r)  share  
o f  th e  c o s t o f  th e  F ed e ra l Em plo ye es' H e a lth  B e n e f it s  A c t o f  1959 (P u b li c  Law 86 - 
3 8 2 );  i t  is  ba se d upon a c tu a l c o s t in  th e  c u r re n t  y e a r .

LIFE  INSURANCE

The 1982 e s ti m a te  o f  $40 ,0 00  re p re s e n ts  th e  Bank B o a rd 's  (E m p lo ye r)  p o r t io n  
o f  th e  prem ium s p a ya b le  under th e  F edera l Em pl oyees' Group  L i f e  In su ra n ce  A ct o f  
19 54 ; i t  is  based upon th e  numb er o f  em ploy ee s expe cte d  to  be on th e  p a y r o l l in  
f is c a l  y e a r  19 82 .

RETIREMENT

The 1982 e s ti m a te  o f  $1 ,0 0 4 ,0 0 0  p ro v id e s  f o r  th e  Ban k B o a rd 's  (E m p lo ye r)  share  
o f  m andato ry  c o n t r ib u t io n s  to  th e  C iv i l  S e rv ic e  R e ti re m e n t and  D i s a b i l i t y  Fund 
pu rs uan t to  S e c ti o n  102(A ) o f  P u b li c  Law 9 1 -9 3 , appro ved O cto be r 20 , 196 9;  i t  is  
a t th e  r a te  o f  7% o f  em p lo yees ' b a s ic  s a la r ie s .  The f ig u r e  is  base d upon th e  numb er 
o f  em ploy ee s expe cte d  to  be on th e  p a y r o ll  in  f i s c a l  198 2.

SOCIAL SECURITY TAXES

The 1982 e s t im a te  o f  $41 ,0 00 p ro v id e s  f o r  th e  Bank B o a rd 's  (E m p lo ye r)  share  o f  
c o n t r ib u t io n s  under th e  F e d e ra l In su ra nce  C o n tr ib u t io n s  A c t .  Payment is  made f o r  
a l l  em ploy ee s who do n o t c o n t r ib u te  to  th e  C iv i l  S e rv ic e  R e ti re m e n t and D i s a b i l i t y  
Fu nd .

SEVEPANCE PAY

The 1982 e s ti m a te  o f  $5 ,0 00 p ro v id e s  pay f o r  em ploye es  whose s e rv ic e s  a re  i n ­
v o lu n t a r i ly  te rm in a te d  and who a re  e l i g i b le  f o r  su ch  paym ents .
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Fe de ra l Home Loan Bank Board 

PERSONNEL BENEFITS (c o n t' d )

UNIFORM ALLOWANCES

The 1982 estim ate  o f $1 ,000  pro v id es fo r  un ifo rm  allo wan ce s fo r  Bank Board 
em ployees in  accordance  w it h  law  (5 U.S .C . 59 01 -5 90 2) .

MOVINC ANO RELATED EXPENSES

The 1982 estim ate  o f $5 ,000  pro v id es fo r  th e  payment o f c e r ta in  moving and 
re la te d  expenses as pro vided fo r  in  P u b lic  Law 89 -516 . In cl uded in  th is  ca te gory  
are re imbu rsem en ts to  employe es fo r  subsis te nce and tem po ra ry  expenses  in cu rr e d  in  
moving fro m one lo c a ti o n  to  ano th e r,  re a l e s ta te  costs  in  connection  w it h  s e ll in g  
th e re sid ence  a t th e  o ld  o f f i c ia l  s ta ti o n  and purc hasing a new home a t th e  new 
o f f i c i a l  s ta t io n ,  and c e r ta in  m is ce llaneous mo ving expenses .

TRAVEL AND TRANSPORTATION OF PERSONS

1980
Act ual

1981
'  1982 
Est im ate

Incr ea se
or

D ecr ease (- )
Budget

Est im ate
C urrent
Est im ate

O ff ic e  o f th e  Chairma n.................. $35,146 $ 16 ,000 $ 16,000 $ 16 ,000 $ -0 -
O ff ic e  o f Board Member(Vac an t) . 15,064 10,000 10,000 11 ,000 1,000
O ff ic e  o f Board Member D iP re te . 12 ,138 10,000 10,000 11,000 1,0 00
A d m in is tr a ti o n  O f f ic e ....................

A d m in is tr a ti v e  Serv ices
2,514 2,000 2,000 2,000 -0 -

D iv is io n ....................................... 14 ,829 24,000 19,000 22,000 3,00 0
Budget D iv is io n ............................ 20 1,0 00 1,000 1,0 00 -0 -
C o n tro ll e r 's  D iv is io n ............... 5,521 5,0 00 4,000 5,00 0 1,0 00
In fo rm a ti o n  Systems D iv is io n . 14,683 21 ,000 20,000 22,000 2,000

Comm unica tions O f f ic e .................... 22 ,048 14,000 14,00 0 15,000 1,000
Con gr es sion al  R e la tions  O f fi c e . 1,214 2,000 2,000 3,000 1,0 00
M in o r it y  A f fa ir s  O f f ic e ............... 11,82 5 22,000 13,000 14,000 1,000
Pe rson ne l Management O f f i c e . . . .  
P la nnin g and Management

13,35 4 12,000 14,000 16,000 2,00 0

C oord in a tion  O f f ic e .................... -0 - -0 - 7,000 1,0 00 -6 ,0 00
S e c re ta r ia t......................................... 349 2,000 1,000 2,00 0 1,000
O ff ic e  o f Community In ve st m ent. 43 ,197 90,000 40 ,000 44 ,000 4,00 0
O ff ic e  o f D is t r ic t  Banks.............
O ff ic e  o f In te rn a l E va lu a tion

17,827 35,000 14,000 16,000 2,000

and Co mpl ianc e..............................
O ff ic e  o f Ex am inat ions

9,47 8 23 ,000 15,000 15 ,000 -0 -

and S u p e rv is io n ............................ 43 ,575 80,000 59,000 74,000 15,000
O ff ic e  o f Ce neral  Co un se l........... 103,928 104,000 100,000 112,000 12,000
O ff ic e  o f In d u s tr y  Deve lop me nt.  
O ff ic e  o f P o li c y  and Economic

32 ,182 45,000 32,000 35 ,000 3,0 00

Res ea rch........................................... 34 ,199 35,000 35,000 40 ,000 5,000
A dvis o ry  C ou n c il .............................. 29 ,410 22,000 22,000 23 ,000 1,000

T o ta l......................................... 462 ,501 575,000 450,000 500,000 50,00 0

C -l  1
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Fe de ra l Hone Loan Bank Board 

TRANSPORTATION OF THINGS

__________ 1981
1980 Budge t Cur re nt 1982

Actua l Est im at e Est im ate Est im ate

Incr ea se
or

Decrease  ( - )

$52 ,104 $24,000 $24,000 $25,000 $1,000

Th is ite m  pro vides fo r  th e cos t o f sh ipm ent o f su pp lies  and equip men t to  and 
fro m th e  Bank Bo ard,  and th e  moving o f fu rn it u re  and per so na l e f fe c ts  o f employ ees  
tr a n s fe rre d  to  o r fro m th e  Bank Boa rd .

RENT, COMMUNICATIONS, AND UTILITIES

In cr ease
or

Dec re ase (- )
1980

Act ual

1981
1982

Est im ate
Budge t

Est im ate
Cur re nt
Est im ate

Rent and U t i l i t i e s :  
O ff ic e  and Storage

Space........................ $ 2,951 $ 5,000 $ 3,000 $ 3,0 00 $ -0 -
Eq uip men t................... 422,104 447 ,500 487,000 487,000 -0 -

S u b -to ta l............... 425,055 452,$00 49070(H) 490,DOB -0 -

Comm unica tions :

Sw itc hb oa rd  and 
Oth er  Fixed 
Ch arg es ................... 208,841 202 ,500 220,000 220,000 -0 -

Long D is ta nc e
C a ll s ........................ 282,802 342 ,000 389 ,000 466,000 77,000

Telegram s and 
T e le ty pe ................. 7,207 21,000 8,00 0 9,000 1,000

Pos tage ........................ 232,024 300 ,000 250,000 275,000 25,000
S u b -to ta l............... 730,874 865,500 867,000 970,000 103 ,000

Grand T o ta l......... 1,15 5,92 9 1,31 8,00 0 1,35 7,00 0 1,46 0,00 0 103,000
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Federal Home Loan Bank Board

RENT. COMMUNICATIONS, AND UTILITIES (c on t'd )

RENT AND UTILITIES

Equipment

The es tim ate o f $487,000 pro vides fo r  re n ta l of the fo llow in g  equipment:

Des cr ip tio n Annual Rental

70 Terminals and Acces­
sory Equipment................................ $ 110,000

20 Autom atic  Copying Machines 
and Accessory Equipment.............. 175,000

45 Word Processing  Machines 
and Accessory Equipment.............. 186,000

Misce lla ne ou s.................................. 16,000

T o ta l............................................  487,000

Fo llowing  is  an ex plan at ion o f the use o f each type  o f equipment shown above.

5110,000 is  needed fo r  the  re nta l o f 70 computer te rm in als  fo r  mul ti- pu rp os e use 
at  the Bank Board. Much te rm inal  sup port is  needed to  prov ide the  s ta f f  w ith  tim e­
shar ing  and remote batch pro cessing  at  our  in-house and ou t-o f-h ou se  computer s it e s .

$175,000 is  es tim ate d to  cover the  expense associa ted  w ith  20 autom atic 
copying  mach ines.

The re nta l o f 45 word proces sing machines fo r $186,000 is  requ ire d fo r  work 
in  areas where many pe rfe ct -c op y le tt e rs  are needed, and the y are used ex te nsi ve ly  
in  te x t e d it in g .

Miscellaneous re n ta ls  are budgeted at  $16,000 . This is  fo r  equipment to  aid 
the  data processin g e f fo r t  such as key punch and key v e ri fy in g  mach ines,  and a 
so rt e r.  The es tim ate als o cove rs re nta l of a fi lm  processor, la be lin g  mach ines,  
and sp ec ia l communications  equipment associa ted  w ith our in-house  tim e-s ha ring  
computer.

COMMUNICATIONS

The es tim ate shows a to ta l inc rease of $103,000 over the  cu rren t ye ar,  p ra c ti ­
c a ll y  a ll  o f which are  uncontro lla b le  increa se s.  The cost  o f op er at ing the FTS 
network , a llo ca te d to  the  Bank Board by CSA, w il l inc rease by $77,000 , and due to  
an tic ip a te d  increa sed  postage ra tes we es tim ate an inc rease in  pe na lty  ma il 
expenses of  $25,000.



F e d e ra l Home Lo an  Bank Boa rd

PRINTING  AND REPRODUCTION

1981_________  In c re a s e
1980

A c tu a l
Budget

E s ti m a te
C u rre n t
E s ti m a te

1982
E s ti m a te

o r
Decre ase  ( - )

FHLBB J o u rn a l and
An nu al R e p o r t.......................... $ 85,6 33 $1 20,0 00 $1 00,0 00 $1 00,0 00 $ -0 -

Housi ng F in ance  R ev ie w ......... 1, 64 0 45,0 00 45,0 00 50,0 00 5 ,0 00
FHLBB A n n o ta te d  M anua l.......... 76 ,8 65 12 5,0 00 14 0,0 00 10 0,0 00 -4 0 ,0 0 0
F ed era l R e g is te r  and C F R .. . 62,4 67 100,0 00 70 ,0 00 75,0 00 5 ,0 00
Forms and  O th e r .......................... 49 ,5 08 85 ,0 00 85,0 00 99 ,0 00 14,0 00

T o t a l ................................. 276,1 13 475 ,0 00 440,0 00 424 ,0 00 -1 6 ,0 0 0

The  it e m  o f  $100,0 00 p ro v id e s  f o r  p u b li s h in g  th e  F e d e ra l Home Loan  Bank Board  
J o u rn a l and  An nu al  R e p o rt.  P ro v is io n  i s  made in  th e  e s ti m a te  f o r  In c re a s e d  c o s ts  
and expa ns io n  o f  Bank Boar d a c t i v i t i e s  to  be re p o r te d  in  th e  J o u rn a l and R e p o rt.

The  It e m  o f  $50 ,0 00 co ve rs  th e  c o s t  o f  p u b li s h in g  a pro pose d q u a r t e r ly  ec on om ic  
J o u r n a l.  Th e f i r s t  is s u e  o f  th e  H ousin g F in ance  Rev iew is  sched u le d  to  appear in  
Ja n u a ry , 19 81 .

The it e m  o f  $1 00,0 00 f o r  1982 p ro v id e s  f o r  u p d a ti n g  th e  F ed era l Home Lo an  Bank 
Boa rd  Manua l o f  s ta tu te s ,  r e g u la t io n s ,  p o l ic y  s ta te m e n ts , r u li n g s  and ge n e ra l 
counse l o p in io n s  r e la t in g  to  th e  B o a rd 's  f u n c t io n .  The  1981 re v is e d  e s ti m a te  o f  
$1 40,0 00 in c lu d e s  fu n d s  f o r  a com p le te  r e p r in t in g  o f  th e  M anual,  r e q u ir e d  by  GPO 
abo u t e ve ry  th re e  y e a rs .

The  it e m  o f  $75 ,0 00 p ro v id e s  f o r  th e  c o s t  o f  p r in t in g  r e g u la to ry  am en dm en ts, 
n o t ic e s ,  e t c . ,  in  th e  F e d e ra l R e g is te r  and in  th e  Code o f  F e d e ra l R e g u la ti o n s .
We b e li e v e  su ch  c o s ts  w i l l  be s u b s t a n t ia l ly  h ig h e r  th a n  1980 A c tu a l in  1981 and  
1982 due  to  In c re a se d  p r in t in g  c o s ts  and a c t i v i t y .

The  it e m  o f  $9 9 ,0 0 0 , w h ic h  re p re s e n ts  an In c re a s e  o f  $14,0 00 o ve r th e  c u r re n t  
y e a r  p r o v is io n ,  is  f o r  th e  p r in t in g  o f  s t a t i s t i c a l  da ta  fo rm s us ed  in  c o n n e c ti o n  
w it h  da ta  p ro c e s s in g  work  c a r r ie d  on by  th e  In fo rm a ti o n  Sy stem s D iv is io n .  We 
b e li e v e  in c re a s e d  a c t i v i t y  and i n f l a t i o n  in  p r in t in g  and paper c o s ts  w i l l  ca us e 
s u b s ta n t ia l In c re a s e s  in  such  ex pe ns es  in  1981 and  19 82.



Fe de ra l Home Loan Bank Board

OTHER SERVICES

1981 In cr ease
1980

Actua l
Budget

Est im ate
C urr en t
Est im ate

1982
Est im ate

or
Decrease  ( - )

ADP SERVICES:
Te leco m m unicatio ns ........ . . .  $124,214 $ 90 ,000 $12 5,0 00 $135,000 $ 10,000
Com puter Time................... . . .  103,072 108,000 100 ,000 115 ,000 15,000
Data Con vers io n............... . . .  122,382 178,000 160 ,000 171,000 11,000
Programmi ng....................... 73,392 150,000 100,000 100,000 -0 -
Mai nte na nc e........................, . .  188,943 182,000 210,0 00 220,000 10,000
Sof tw ar e Le as e................. 53,402 74 ,000 55,000 55,00 0 -0 -

S u b - to ta l........................ 782,000 750,000 796,000 46 ,000
Fe de ra l F in . In s t .

Exam. C o u n c il ................. 59,000 70,000 70,000 80,000 10,000
Special S tu d ie s ................... . . .  491,003 400,000 125 ,000 226,000 101,000
T ra in in g  Prog ram................. . . .  160 ,669 233,000 229,0 00 256,000 27,000
C on tr ac t A u d it s ................... , . .  120 ,300 300,000 135,000 191 ,000 56,000
R eport in g  Serv ices

- H earings............................ 25,949 75,000 37,000 40 ,000 3,000
Employee Cou ns el ing

S e rv ic e s .............................. 48 ,060 -0 - 35,000 35,000 -0 -
Hea lth  Serv ice

Program ................................ 70 ,140 60 ,000 60 ,000 67,000 7,000
Rep ai rs  to  F u rn i-

tu re , F ix tu re s ,
and Equ ipmen t................... 50,16 0 51,000 55,000 60,000 5,000

News Gath ering
S e rv ic e ................................ 45,093 25 ,000 32,00 0 34,000 2,000

S e c u ri ty  In v e s t i-
g a ti o n s ................................ 3,7 10 10,000 10,000 11,000 1,000

La bo r -  In t r a -
Agency Mov ing...................... 1,630 4,00 0 3,000 3,0 00 -0 -

Rec ep tio n and
R epre senta tion ................. 447 2,000 1,500 1,500 -0 -

M is ce llaneous........................ 189,732 92 ,000 84 ,000 82 ,500 -1 ,5 00

T o ta l.............................. . .  1,93 1,29 8 2,1 04, 00 0 1, 62 6, 50 0 1,88 3,00 0 256,500



on<» sa tins  (co-ed)

The I t t?  t t t l H t *  of $1 ,001 ,000  re pre te ntt  0 net In cree te  of JZU .0 00 Over the 
1001 rev I te d  e tt ln o te . but ! M  enount I t  $«M.?W le t t  then the  1000 ectu o l.  Fol low* 
1*4 I t  o d ik eu ti l on of  the  no jor I te nt included 1n th l t  co tego ry .

w  a w ic n  

Toloc— mlcot lo t

Thete fundt w il l bo uted to  provide the  Bonk Boord oc ce tt to  conn erciol no tio n­
wide ne twork! , fo r the pr oc et tln g of  the  recu rr ing to vl ngt  end loon tu rv ey t through 
our O lt t r lc t  Bonkt,

Conputer Tine

The e tt ln o te  of  $111,000 fo r conputer  t ie *  I t  ot fo llow t:

Conorol Beteorch ($61 ,000 ) •  Th lt reteorch I t  of  0 generol type  to  no ln ly  
tuppor t t^ o r i- le m  pro je ct!  thot re tu lt  fron  unplonned re quett t fron  
the  O ff ic e of  Po lic y end teononlc Reteorch fo r vo rlou t onoly te t.

Out tid e  Contingency (IS O ,000) • Thete fundt w il l be uted only I f  our In -
M u te  noclitne hot  e it e n ti v e  downline dur ing c r l t lc o l pro duction or 
developnent periodt.

Ooto Conto rtion

Thete fund! w il l be uted to con ver t dote col le ct ed  fron  tovlng  end loon 
in t t lt u t lo n t  to  nechine reodoble fo ra . Th lt input i t  uted to  dri ve  the  ty tt e m  re ­
qu ired to  no nl to r the  to vln gt end loon in dutt ry .

Prp gro r a l  ng

An oraunt of $100,000 I t  requ eu ed  fo r progro raing te r«ic et to  cover the  co tt 
Of programing  end ty tt en t developnent which connot be hondled by our In .hou te t t o f f . 

Hointenpnce

The preven tive noi nt enonce c o ttt  fo r IBB? ore e tt in e te d  ot S?? 0,000. Proven- 
t iv e  nointenonee i t  ne ce tto ry  to  otture  conputer r e l io b l l l t y  to  thot  I t  ra e tt  the 
doto pr oc et tln g needt of  the Bonk Boord.
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f e d e r a l  n o n e l M «  R e nt  B o a r d

Q T < »  St Bft C A S ( C O f  d)

fl P O M  f l U K I I t  | W $ T| T y T I Qhr S ( U R I M T I O  C O M  It

* M  I B M  e tt  l o tt o  of M C . 0 0 0 c o v e r s t M  B a nt B o ar d' s T O T » M r »  of  t M  I B B ? 
et p e nt et  of t M  f e d e r a l fi n a n c i a l  I n s ti t u ti o n s  (t e n  I M l I o n C o u n cil  

p ur s u a n t t o  P u bli c l a w  5 5- A J O, a p pr o v e d M v e w t e r 1 0 . I B T B.

S W CI M  S T U O H S

T M  I B B ? b u d g et I n c l u d e s S 7 7 A. O O O t o  c o v er t M  e t t M at e d  c o st of s p e c i al  
st u d i e s.   B el o w i s  « i ^ a tt r y  of t M  n a j o r c u rr e n tl y  pl a n n e d st u di e s f o ll o w e d  b y a
b r i e f d e s c ri pt i o n of e a c h.

m m  » f s t u d i o s  t e r ? . ? * * * *  M g l

1.   M u t i n ' fi n a n c e  R e vi e w...................................................... ...................... J 1 1, 0 0 0 •

2 .  R et e ar c h S o n i n a rt e n d f o r e c a st l n e C o nf e r e n c e................................  > 0. 0 0 0

) .   A d v a n c e d St u d y of  fi n a n c i a l  I n t e m e d l a r l e t...................................  A 0 . 0 0 0

d.  A n al y si s of T e a I s s u e s f o r S A lt ..........................................................   7 0. 0 0 0

I .   f e e * i b l l i l y  of a f u n ct i o n a l C ot t A n al y si s  S y tt e n f o r S A lt .. .  7 0. 0 0 0

A.  » e l a tl o n s hl p  of C o n c e n tr a ti o n I n  H or f y a-j e  H ar l o t s  t o  N ort M B O
R a t e s .............................................................................................................  7 5 , 0 0 0

7.   I " P a ct of  I n c r e a s e d S e r vi c e C o r p o r at i o n  A u t h o ri t y .....................   1 0, 0 0 0

T o t a l....................................................................................................  S 7 7 A. O O O

•  T hi s fi g u r e  r e p r e s e n t s o n l y e d it o ri a l t e r v l c o t f o r t M  R e vi e w .  P r i n ti n '  
c o s t s ar e  s h o w n o n p a ^ e C -l d .

I .   M u t i n ' fi n a n c e  R e vi e w

I n c o n n e c ti o n wi t h  t M  M u t l n j fi n a n c e   R e » i e w . t M  O ff i c e of P ol i c y a n d 
I c o n o n i c R e s e ar c h w il t c o nt r a ct wit h  k n o w l e d o e a bl e p er s o n s i n  t M  f i e l d  of  
h o u s i n'  fi n a n c e w h o w il l  s er v e  a t e d it o ri a l  a d v it o rt  t o  f or v m l e t e e d it o ri a l  
p o li c i e s , e s t a bli s h p u bl i c at i o n tt a M a r d t a n d r e v i e w  n a t e ri a l t u b nit t e d f o r  
p u b li c a ti o n ,  ’ m  M u t i M  fi n a n j e  R e vi e w i t  u nl o v e a n o n o f e d e r a l A ' e n c i e t.

7 .  R et e ar c h S e n i n e r t a n d f o r e c a st i n g C o nf er e n c e

T m  o b j e ct i v e of t h i s  s p e c i al r e s e ar c h  pr oj e c t c a t e g or y  i t  t o  S u p p ort 
c o n f er e n c e s a n d f u n d M e tt n n t wi t h  r e t e e r c M r t w M ar e  I n v ol v e d i n  pr oj e c t s  
of s p e c i al i n t e r e s t t o  t M  O ff i c e of P o li c y a n d I c o n o ni c  R e s e ar c h, i n  p a rt i c u ­
l a r , a n d t M  f e d e r a l M o n o l o a n S a n a S y tt e n a n d t M  B a nt B o ar d I n  e e n er el . 
I n cl u d e d ar e  a n n u al h o u s i n' f o r e c a st c o n f er e n c e s a n d n e e tl n 't  o n s p e ci al i z e d  
t o pi c s  , n h o wtt n <) a n d r e s i d e n ti a l fi n a n c e .  B e M fi t s  fr o n t h e s e n e e ti n e s  st e n  
fr o n  t M  e « p e rt i c e  pr o vi d e d b y o u t si d e r e s e ar c M r s  i n v ol v e d i n  pr oj e c t s  of  
i n t e r e s t t o  t M  B a nt B o ar d w hi c h e n h a n c e s t M  r e s e a r c h  e ff o r t s  a n d pr o­
d u c ti v it y  of B a nt B o ar d s t a f f .

C- 1 7
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Federal Hone Loan Bank Board

OTHER SERVICES (con t'd )

3. Advanced Study of Financia l Inte rmediar ies

Howard Un iversi ty , wi th part ia l funding from the Bank Board, is es tabl ish­
ing a program of  advanced study in the theory and operatio ns of fin an cial  
inte rme diaries  in general and non-bank fin ancial interm ed iar ies  in part ic u ­
la r.  The economic environment in which financial interm ed iar ies  operate has 
become inc rea sin gly  complex in  recent years, and the economic importance of 
these inte rmediar ies  as lin ks between the rea l and monetary markets has 
increased s ig n if ic a n tl y . The advanced study program is intended to  provide 
graduate level m inor ity  students with the knowledge and s k il ls  that  w il l be 
inc rea singly  necessary to th is  indu stry. The projec t consists of four  
pa rts : (1) the estab lishment of  a graduate course in  the economics and 
operations of fin ancial interm ed iar ies ; (2) development of  graduate research 
ass istantsh ips  and work study programs designed to  prov ide ea rly  exposure 
to issues and problems re la ting  to fin an cial  in s ti tu ti ons  in  pra cti ce  as 
well  as the ory , (3) the awarding of d isse rtat ion fe llows hip in the area of 
fin an cial  inte rmediaries and/or monetary economics; and (4) a research e ff o rt  
directed  spec if ic a lly  toward examining economic issues and operations of 
fin an cial  interm ed iaries.  FY 1982 w il l be the th ir d  year of the pro ject .

4. Analysis of Tax Issues fo r SSLs

This pro jec t w il l cont inue work in it ia te d  in previous fi sca l years and use 
the comprehensive model which has been developed fo r ana lysis  of the impli ca ­
tions of tax po lic y changes on the housing and mortgage finance markets and fo r 
SSLs. Potentia l top ics  of  study include tax exemptions fo r in te re st  paid to 
depos itors;  investment tax cr ed it treatment accorded SSLs re la tive to  other 
taxpayers; changes in ca pi ta l gains tax prov isions;  and the impli ca tions of 
changes in the method fo r computing addit ions to  bad debt reserves.

5. Feasib ili ty  of a Funct ional  Cost Analysis System fo r SSLs

The Federal Reserve has developed a system of func tiona l (cost ana lysis  fo r 
commercial banks. This projec t would determine the fe a s ib il it y  of  developing 
such a system fo r savings and loan associa tions. Involved in the study would 
be a comprehensive review of  the Federal Reserve func tiona l cost system, 
ana lysis  of the r e li a b il it y  of the cost estima tes i t  produces, a determination  
of it s  app lica b il it y  to  SSLs, and recommendations as to  the mo dif ica tions  and 
data co lle ct ion that  would be necessary to  implement such a system fo r SSLs, 
i f  i t  is determined fe as ib le . Also, a review of  previous e ffo rt s  at fun ctional 
cost analysis  at the Bank Board is  necessary.

6. Re lationsh ip of Concentrat ion in Mortgage Markets to Mortgage Rates

The purpose of th is  study would be to determine the degree to  which there is 
a re la tio ns hip between the extent of conce ntration in mortgage lending and 
monopoly p ro fi ts  earned by mortgage lenders. The re su lts  of th is  study would 
as sis t the Board in  evaluating the possible an ti-co mpe tit ive impact of SSL 
mergers in terms of  mortgage lending, based on th e ir  impact on concentrat ion 
ra tios.

C-l 8
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OTHER SERVICES (con t'd )

7. Impact of Increased Service Corporation Au thor ity

The 1980 Deregulation Act inclu des  a prov ision  which increases the po rtion  of 
assets which an SSL may invest in  a service corporat ion  from one percent to 
thre e (prov ided that  at leas t one th ir d  of the to ta l investment is  used 
prim ari ly  fo r community, in ner- c ity  and community development purposes). The 
projec t w il l document the ad di tio na l types of  a c ti v it ie s  th at  SSLs may now 
engage in through th e ir  service corporat ions and analyze these a c ti v it ie s  from 
the standpoint of  ris kin ess and earnings pote ntia l.

TRAINING

The 1982 budget estimate inclu des  $256,000 fo r tr a in in g . The primary 
ob jec tives  of  the tr a in in g are:

(1) to  increase employee's technical competence in ca rry ing out 
re sponsib ili ties set fo rt h  by Congress and to  keep cu rrent 
with advances in the indu st ry ;

(2) to  fu rther develop and re fine superv isory and management s k il ls  
needed to es tabli sh  and maintain a high lev el of  pro duct iv ity  
and org an iza tiona l ef fect iven es s;  and

(3) to  main tain a produc tive  ad minist ra tiv e and c le ri ca l support 
s ta ff  which is essential to  the eff ic ie ncy  of  the org an iza tion.

These ob jec tives w il l be met through (1) outside  seminars and courses 
conducted by pr ivate and public un iv ers it ie s and other org an iza tions ;
(2) in-house courses conducted by Bank Board s ta ff  and consul tants;  and
(3) ma ter ials and info rmation provided fo r independent study.

Supervisory  and management tr a in in g , which accounts fo r the increase in  the 
tr a in in g  est imates, is requ ired  by the C iv il  Service Reform Ac t. A ll new super­
vis ors must take 80 hours of  supervisory tr a in in g , and each agency must have an 
executive development program. FY '82 w il l represent the f i r s t  fu ll  yea r of 
operatio n fo r our supervisory tr a in in g  program and executive development program. 

CONTRACT AUDITS

For 1982, $130,000 is provided fo r the annual fina nc ia l audits of the twelve 
Federal Home Loan Banks, and the Office  of  Finance's Consolidated Se cu rit ies Fund 
and Combined Cash and Se curities  Accounts. In ad di tio n,  $61,000 is  estimated fo r 
audits by independent firm s to  examine the Banks fo r compliance wi th Board de le­
gated au thor ity  and spec ial studies and review of Bank opera tions, and to  re ta in  
outside consul tants and auditors  to  support the a c ti v it ie s  of the Offi ce  of  Interna l 
Eva luat ion and Compliance. Included in th is  amount are fees fo r audits of  Bank 
Board lessees and technical  assistance in the area of data processing. The Of fice 
also  an tic ipates  re ta in ing experts in  d if fe re n t fie ld s  to  as sis t i t  in performing 
opera tional audits of  program areas.
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OTHER SERVICES (c o n t'd )

REPORTING SERVICES - HEARINGS

The 1982 es tim ate o f $40,000 w il l prov ide funds fo r  the cost o f ta king de po si ­
tio ns and ob ta in in g tr a n sc ri p ts  o f hearin gs mos tly  in  connec tion w ith in v e s t i­
ga tions and othe r proceedings re la ti n g  to  prob lem in s t it u t io n s .

EMPLOYEE COUNSELING SERVICES

The item of $35,000 w i l l  prov ide  coun se ling se rv ices  to  employees pursuant to  
the  require ments  o f Pub lic  Laws 91-616 and 92-255.

HEALTH SERVICE PROGRAM

The $67,000 Health  Se rvice  Program funds are needed to :

1. Comply w ith  the  P re sid entia l d ir e c ti v e  to  the  O ff ic e  o f Personnel Management 
on impro ving employee he al th  se rv ices  and the  O ff ic e  of  Management and Budget 
(0MB), C ir cu la r A-72. The funds al low  a con tinuation o f the  programs set
up w ith  ex ec ut ive he al th  examiners to  prov ide  employee he al th  exam ina tio ns .

2. Main ta in a he al th  u n it  in  accordance w ith Pub lic  Law 658 and C ir cu la r A-72.

3. Fund the  Health  Maintenance Program (e .g .,  hear ing  te s ts , glaucoma te s ts , 
f lu  sh ot s,  e tc . ) .

SUPPLIES AND MATERIALS

1980
Actual

1981
1982

Est imate

Increase
or

Decrease (■
Budget

Est imate
Current
Est imate

General O ff ic e
Su pp lies............................. , $244,699 $310,000 $284,000 $317,000 $ 33,000

P rin t Shop and
Copying Sup pl ies.............. 179,372 189,000 190,000 203,000 13,000

Law L ib ra ry  Books................ 32,915 38,000 37,000 39,000 2,000
Research L ib ra ry

Books................................... 33,035 30,000 37,000 27,000 -10 ,000

T o ta l............................... 490,021 567,000 548,000 586,000 38,000

The 1982 es tim ate o f $586,000 represen ts an in fl a ti o n a ry ' increa se o f $38,000
over the  1981 current es tim ate.  Fo llowing  is  a b r ie f descrip tion  of  each of the 
ite ns  com prising su pp lie s and m ate ria ls .

1. The item of $317,000 pro vides fo r keeping genera l su pp lies inve nt or y
at it s  normal le ve l and fo r  the  purchase o f su pp lie s not kep t in  stoc k.
The inc rease of  $33,000 allow s fo r increased  co sts in  fi s c a l year  1982.

2. The item o f $203,000 pro vides fo r the  purchase o f su pp lies and m ate ria ls , 
in clu d in g cop ying su ppl ies,  used by the  P ri n ti n g  and Reproduc tion Section  
of  the  A dm in is tra tive  Services D iv is io n  in  rend er ing se rv ice s to  the  O ff ic e 
of  Federal  Savings and Loan. Insurance Cor po ra tio n,  and to  the  s ta f f  of  the 
Bank Board.
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SUPPLIES AND MATERIALS ( c o n t 'd )

3 . The it e m  o f  $39 ,0 00 p ro v id e s  f o r  th e  purc hase o f  la w  b o o ks , re c o m p ile d  
vo lu m es, new e d i t io n s ,  p o cke t p a r t s ,  a n d /o r  s u p p le m e n ta ls , nece ssa ry  to  
ke ep  th e  Law L ib r a r y  u p - to - d a te .  The c o s t o f  su ch  it e m s  ha s in c re a s e d  
s h a rp ly .

4 . The it e m  o f  $27 ,0 00 p ro v id e s  f o r  th e  purc hase o f  bo ok s f o r  th e  R ese ar ch  
L ib r a r y ;  i t  a ls o  p ro v id e s  f o r  s u b s c r ip t io n s  t o  ne wsp ap er s and p e r io d ic a ls ,  
and f o r  th e  b in d in g  o f  s e le c te d  p e r io d ic a ls .

ACQUISIT ION OF CAPITAL ASSETS -  EQUIPMENT

________ 1981___________
198 0 Bud ge t C u rr e n t 1982

A c tu a l E s tim a te  E s ti m a te  E s tim a te

$548,4 77 $6 19,0 00 $573,0 00 $636,0 00

In c re a se
o r

Decr ea se  ( - )

$ 6 3 ,0 00

I t  is  th e  p o l ic y  o f  th e  Bank Boar d t o  a m o r ti z e  th e  c o s t o f  f u r n i t u r e ,  f i x t u r e s  
and  equ ip m ent o ve r an avera ge l i f e  o f  te n  y e a r s .  P ro v is io n  is  t h e r e fo r e  made in  
t h is  c a te g o ry  t o  c o v e r th e  f ix e d  d e p re c ia t io n  ex pe ns e on f u r n i t u r e ,  f i x t u r e s ,  and  
equ ip m ent c u r r e n t ly  ow ne d,  p lu s  a d d it io n a l pu rc hases a n t ic ip a te d  d u r in g  th e  c u r re n t  
y e a r  and  f i s c a l  198 2.

Of  th e  $636,0 00 p ro v id e d  f o r  f i s c a l  19 82,  $596,0 00 re p re s e n ts  d e p re c ia t io n  
expense ; th e  re m a in in g  $40 ,0 00 co ve rs  n o n c a p it a li z e d  it e m s  in c lu d e d  in  t h is  c la s s i­
f i c a t i o n .

REIMBURSEMENTS FROM OTHER ACCOUNTS

1981_________  In c re a se
1980

A c tu a l
Bu dg et

E s ti m a te
C u rr e n t
E s tim a te

1982
E s ti m a te

o r
D ecr ea se  ( - )

Ag en cy  f o r  I n t e r ­
n a t io n a l D e ve lo p­
m en t.........................................

O th e r A g e n c ie s ......................
. .  $ 45,1 28

119 ,2 39
$ 55 ,0 00 

15,0 00
$ 55,0 00 

55,0 00
$ 55 ,0 00 

15 ,0 00
$ - 0 -  

-4 0 ,0 0 0

T o t a l .................................. 16 4, 36 7 70,0 00 11 0,0 00 70,0 00 -4 0 ,0 0 0

The 1982 e s ti m a te  p ro v id e s  f o r  re im bu rs em en ts  to  th e  Bank Boar d o f  $55 ,0 00 
fr o m  th e  Ag en cy  f o r  In te r n a t io n a l Deve lopm en t (A ID ) t o  c o v e r th e  e s ti m a te d  an nua l 
c o s ts  to  be in c u r re d  by  th e  Bank Bo ard f o r  p r o v id in g  AID  w it h  te c h n ic a l s u p p o rt  
s e r v ic e s ,  t r a in in g  and  o th e r  fu n c t io n s  p e rf o rm ed  by  Bank Boa rd  p e rs o n n e l in  con­
n e c t io n  w i th  f o re ig n  a s s is ta n c e  pro gr am s d e a li n g  w it h  s a v in g s  and  home f in a n c in g  in  
fo r e ig n  c o u n t r ie s .

The e s t im a te  a ls o  p ro v id e s  f o r  re im bu rs em en ts  o f  $15 ,0 00 to  th e  Ban k Bo ard 
fr o m  o th e r  a g e n c ie s  f o r  th e  c o s t o f  p r in t in g ,  r e p r o d u c t io n ,  and o th e r  s e rv ic e s  
fu rn is h e d  by  th e  Bank B oard .
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Federal Home Loan Bank Board

AUTHORIZATION LANGUAGE

Except fo r  changes in  li m it a ti o n  amounts th ere  are no d if fe re nce s between the  
proposed language fo r  fi s c a l year 1982 and the  language fo r  fi s c a l year  1981. 

PROGRAMS AND ACTIVITIES

An an alys is  o f adm in is tra tive  expenses by a c t iv it ie s  fo r  the  th re e years 
inc luded in  the  Budget is  shown in  the  ta b le  on the fo llow in g  page and is  fo llo wed  
by an ou tl in e  of  each a c t iv it y  in  the  orde r shown.
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Federal Home Loan Bank Board

EXAMINATION AND SUPERVISION OF
FEDERAL HOME LOAN BANKS

The function of supervising the 12 Federal Home Loan Banks is the responsi­
bility of the Office of District Banks. The Office of Internal Evaluation and 
Compliance has responsibility for arranging financial audits of the District Banks 
utilizing the services of certified public accounting firms.

The twelve Federal Home Loan Banks constitute a national credit reservoir 
available to thrift and home-financing institutions. The Banks provide a source of 
funds available for housing credit demands and unusual savings withdrawals.

The Banks obtain their funds primarily from bonds and discount notes which are 
sold to the public. Other sources are member deposits and capital stock purchased 
by members, and to a lesser degree, earnings and inter-bank deposits.

OPERATING HIGHLIGHTS (Federal Home Loan Banks)

Description Sept. 30, 1978 Sept. 30, 1979 Sept. 30, 1980

(In Thousands)

Assets.................... . $35,917,018 $44,951,924 $52,852,472
Liabilities............... .... 31,031,176 38,963,549 46,885,433
Capital Stock............. .... 3,925,171 4,766,766 5,034,538
Legal Reserve............. .... 471,710 572,680 678,413
Net-Income for Year...... .... 345,788 504,859 528,674
Investments (at Par)..... .... 3,912,004 3,067,581 4,495,818

During fiscal year 1980, assets increased by $7.9 billion reflecting an 
Increase of $1.4 billion in Investments and an increase of $5.6 billion in advances 
to members. Liabilities, consisting primarily of consolidated obligations, in­
creased by $7.9 billion.

CAPITAL STOCK

The capital stock of the twelve Banks, $5.0 billion as of September 30, 1980 
representing an Increase of 5.6X over the amount at September 30, 1979 is totally 
owned by the member institutions. The United States Government had provided the 
original capital of the Banks by Investing $124.7 million over a period of years. 
This investment was retired as of July 2, 1951, by the Banks at a rate in excess 
of the statutory requirements.

CONSOLIDATED OBLIGATIONS - BONDS

All Issues of consolidated obligations - bonds are the joint and several obli­
gations of the Banks. The following table shows the amount and number of offerings 
for the years indicated.

Fiscal Number of Amount in
Year Offerings Millions

1972 7 1,510
1973 11 5,800
1974 22 10,300
1975 15 7,800
1976 6 3,100
TQ 2 1,200
1977 8 3,600
1978 9 7,900
1979 12 9,100
1980 16 13,000
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As in d i c a t e d ,  th e  F e d e ra l Home Lo an  Banks  made s ix t e e n  bond  o f f e r in g s  o f  co n­
s o l id a t e d  o b l i g a t i o n s  t o t a l i n g  $ 1 3 .0  b i l l i o n  d u r in g  f i s c a l  19 80. M a tu r i t i e s  o f  a l l  
s i x t e e n  i s s u e s  w er e on e y e a r  o r  lo n g e r . Th e co up on  r a t e  ra nged  from  9.6 0%  to  15.80% 
an d co m par es  w it h  th e  197 9 ran g e  o f  9.00% to  10 .00% . Th e t o t a l  am ou nt  o f  th e  bond  
o f f e r in g  r e p r e s e n te d  an  in c r e a s e  o f  $ 3 .9  b i l l i o n ,  o r  42% ab ove th e  $ 9 .1  b i l l i o n  
am ou nt  o f f e r e d  d u r in g  f i s c a l  19 79 . In  a d d i t io n  to  b o n d s , th e  Banks  o f f e r e d  $ 2 0 .1  
b i l l i o n  in  s h o r t - te r m  d is c o u n t n o te s .  The p ro c e e d s  from  a l l  o f f e r in g s  w er e u sed  to  
m ee t th e  de mands  o f  th e  m em be rs hi p f o r  h o u s in g  c r e d i t  an d to  rep ay  m a tu r in g  I s s u e s .

Th e fo ll o w in g  ta b le  show s c u m u la ti v e  t o t a l s  o f C o n s o li d a te d  O b l ig a t io n s  -  bond  
I s s u e s ,  r e t i r e d ,  an d o u ts ta n d in g  a s  o f  S ep te m ber  30 , 19 78 , 197 9 an d 19 80 . 

D e s c r ip t io n  S e p t.  30 , 19 78  S e p t.  30 , 1979  S e p t.  30 , 1980

( I n  T housa nds)

I s s u e d ........................  $ 1 0 4 ,4 8 2 ,2 5 0  $ 1 1 3 ,5 8 2 ,2 5 0  $ 1 2 6 ,5 8 2 ,2 5 0

R e t i r e d ........................  8 2 ,9 0 2 ,6 5 5  8 8 ,1 2 4 ,4 7 5  9 4 ,7 2 1 ,5 5 0

O u ts ta n d in g ............... $ 2 1 ,5 7 9 ,5 9 5  $ 2 5 ,4 5 7 ,7 7 5  $ 3 1 ,8 6 0 ,7 0 0

The $ 31 .9  b i l l i o n  b a la n c e  o u ts ta n d in g  a s  o f Sep te m ber  30 , 19 80  r e p r e s e n t s  an  
In c r e a s e  o f $ 6 .4  b i l l i o n  o r  25% from  th e  com para b le  t o t a l  a s  o f  S ep te m ber  30,  19 79 . 

ADVANCES TO MEMBERS

Th e fo ll o w in g  ta b le  i l l u s t r a t e s  th e  t r e n d  in  advances  to  mem ber i n s t i t u t i o n s ,  
re p a y m e n ts , an d b a la n c e s  o u ts ta n d in g  f o r  f i s c a l  y e a rs  in d i c a t e d .

F i s c a l
'tea r  A dv an ce s Rep ay m en ts  O u ts ta n d in g

(In  M il l io n s )

1972 3 ,6 5 2 .8
197 3 8 ,0 0 2 .0
197 4 1 0 ,9 8 6 .6
1975 8 ,7 9 8 .9
1976 6 ,5 7 5 .5
TQ 3 ,0 3 3 .1
1977 1 0 ,2 5 6 .7
197 8 2 3 ,8 8 3 .3
197 9 2 7 ,7 4 3 .3
198 0 3 4 ,3 0 7 .8

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

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

A dv an ce s made to  member i n s t i t u t i o n s  d u r in g  f i s c a l  y e a r  1980  a g g re g a te d  $34 .3  
b i l l i o n ,  an  in c r e a s e  o f $ 6 .6  b i l l i o n  o v e r  th e  $ 2 7 .7  b i l l i o n  ad v an ces  made d u r in g  
19 79 . Th e b a la n c e  o u ts ta n d in g  a g g re g a te d  $ 44 .2  b i l l i o n ,  an  in c r e a s e  o v e r  th e  
p re v io u s  f i s c a l  y e a r  o f $ 5 .6  b i l l i o n  o r  14%: re p ay m en ts  w er e $28 .7  b i l l i o n  in  198 0 
a s  co m pa re d to  $ 1 8 .3  b i l l i o n  in  19 79 , an  in c r e a s e  o f  $10 .4  b i l l i o n .

FINANCIAL CONDITION

B eg in n in g  on th e  fo ll o w in g  p a g e s , th e  f i n a n c i a l  s ta te m e n ts  o f th e  B an ks , a s  
o f S ep te m ber  30 , 1980  an d 19 79 , a r e  p re s e n te d  a s  l i s t e d  bel ow :

1. Co mb ine d S ta te m e n t o f C o n d it io n
2 . Co mb ine d S ta te m e n t o f Income  an d Exp en se
3.  Co mb ine d S ta te m e n t o f  Inc om e an d D is p o s i t io n  o f  Ne t Inc om e

C-25
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F e d e ra l Home Lo an  Ba nk s

COMBINED STATEMENT OF CONDITION 
AS OF DATES INDICATED

( In  T housa nds)

ASSETS
S ep te m ber
30 , 1980

Sep te m be r 
30 , 197 9

I n c r e a s e  o r 
D ec re a se  ( - )

CASH............................................................................. $ 136,2 12 $ 179 ,8 85 $ -4 3 ,6 7 3

INVESTMENTS
S e c u r i t i e s  (p a r )

U .S . T r e a s u r y ............................................... 1 ,0 8 4 ,0 0 0 8 ,2 0 0 1 ,0 7 5 ,8 0 0
Gov ernm en t A g e n c ie s ................................. 66 ,0 00 - 0 - 66 ,0 00
O th e r .................................................................. 3 ,1 9 5 ,8 1 8 2 ,9 5 9 ,3 8 1 236,4 37

S u b -T o ta l.................................................... 4 ,3 4 5 ,8 1 8 2 ,9 6 7 ,5 8 1 1 ,3 7 8 ,2 3 7
FHL M or tg ag e C o rp o ra ti o n  S t o c k . . . . 150 ,0 00 100,0 00 50 ,0 00
T o ta l In v e s tm e n t........................................ 4 ,4 9 5 ,8 1 8 3 ,0 6 7 ,5 8 1 1 ,4 2 8 ,2 3 7

ADVANCES OUTSTANDING
To mem be rs ........................................................... 4 4 ,1 6 1 ,4 6 3 38 ,5 9 6 ,0 4 9 5 ,5 6 5 ,4 1 4
To FHL M ort gag e C o r p o r a t io n ................... 3 ,5 4 6 ,6 5 0 2 ,6 9 8 ,6 0 0 848 ,0 50

T o ta l A dvances ............................................ 4 7 ,7 0 8 ,1 1 3 4 1 ,2 9 4 ,6 4 9 6 ,4 1 3 ,4 6 4

LOANS OUTSTANDING
To Ag ency f o r  I n t e r n a t i o n a l

D ev el opm en t,  N e t...................................... 81 ,7 78 90, 987 -9 ,2 0 9
To O th er F e d e ra l Home Lo an  B a n k s .. . 55 ,0 00 15, 250 39,7 50

T o ta l L o a n s ................................................. 136 ,7 78 10 6, 237 30,5 41

ACCOUNTS RECEIVABLE........................................ 288 ,8 32 224,2 34 64 ,5 98
BANK PREMISES AND EQUIPMENT (N E T ) .. .. 14 ,4 98 12, 039 2 ,4 59
DEFERRED CHARGES............................................... 72 ,2 21 67,2 99 4 ,9 22

T o ta l A s s e t s ............................................... 5 2 ,8 5 2 ,4 7 2 4 4 ,9 5 1 ,9 2 4 7 ,9 0 0 ,5 4 8

LIAB ILITIES AND CAPITAL

DEPOSITS AND BORROWING MEMBERS.............. 9 ,5 6 9 ,0 5 4 8 ,2 8 9 ,0 4 5 1 ,2 8 0 ,0 0 9
ACCOUNTS PAYABLE AND ACCRUED

LI ABIL IT IE S...................................................... 680 ,5 30 517 ,4 91 163,0 39
DEFERRED CREDITS............................ .................. 36 ,6 92 11, 401 25 ,2 91
CONSOLIDATED OBLIGATIONS 1 / ..................... 3 6 ,5 9 9 ,1 5 7 3 0 ,1 45 ,6 12 6 ,4 5 3 ,5 4 5

T o ta l L i a b i l i t i e s ................................... 4 6 ,8 8 5 ,4 3 3 38 .9 63 ,5 49 7 ,9 2 1 ,8 8 4

TOTAL CAPITAL STOCK........................................ 5 ,0 3 4 ,5 3 8 4 ,7 6 6 ,7 6 6 267,7 72

RETAINED EARNINGS
L egal R e s e rv e ................................................. 678 ,4 13 572 ,6 80 105 ,7 33
D iv id end S t a b i l i z a t i o n ............................ 6 ,2 96 27, 976 -2 1 ,6 8 0
U ndiv id ed  p r o f i t s ........................................ 247 ,7 92 620,9 53 -3 7 3 ,1 6 1

93 2,5 01 1 ,2 2 1 ,6 0 9 -2 8 9 ,1 0 8
T o ta l C a p i t a l ............................................. 5 ,9 6 7 3 3 9 5^988 3 7 5 - 2 1 3 3 6

T o ta l L i a b i l i t i e s  an d C a p i t a l . . . . 5 2 ,8 5 2 ,4 7 2 44 ,9 5 1 ,9 2 4 7 ,9 0 0 ,5 4 8

iy  C o n s o li d a te d  F e d e ra l Home Loa n Bank O b li g a ti o n s  is s u e d  by th e  F e d e ra l Home Lo an  
Bank Boa rd  an d now o u ts ta n d in g  a r e  th e  j o i n t  an d s e v e r a l  o b l ig a t i o n s  o f a l l  F e d e ra l 
Home Loan  B an ks.  In c lu d e s  s h o r t- te r m  d is c o u n t n o te s  t o t a l i n g  $ 4 ,7 3 8 ,4 3 7 ,0 0 0  and  
$ 4 ,6 8 7 ,8 3 7 ,0 0 0  a t  S ep te m ber  30 , 19 80 , an d Sep te m ber  30 , 19 79 , r e s p e c t i v e l y .
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COMBINED STATEMENT OF INCOME AND EXPENSE 
FOR THE 12 MONTHS ENDING SEPTEMBER 30, 1980 and  SEPTEMBER 30,  1979

(I n  Th ou sand s)

1980 1979
Amount Perc ent Amount P erc en t

EARNED INCOME
In te r e s t  on Adv an ce s.......................... $4,2 47 .8 64 86 .7 $2 ,8 87 ,0 87 85 .9Income From In vestm en ts .................... 60 4,68 6 12 .3 43 9,86 7 13 .1I n te r e s t  and  Fees  on AID L o a n s .. . 7,27 5 0.2 11,50 7 0 .3Income from Oth er  S e rv ic e s ............. 41 ,1 94 0.8 22 ,06 2 0.7T ota l Inc om e........................................ 4 ,9 01,0 19 10 0.0 10 0. 0

EXPENSES
INTEREST AND OTHER COSTS

I n te r e s t  and  C on ce ss io ns  -
C onso li dat ed  O b li g a ti o n s ......... 3, 10 6, 21 4 63 .4 2, 122 ,4 00 63 .1Asses sm en ts  -  F edera l Home
Loan Bank Boa rd ............................. 9,11 7 0.2 9,55 1 0 .3Ass es sm en ts  -  O ff ic e  of Fina nc e 3,0 14 0.1 2, 60 8 0.1I n te re s t on D ep o sit s ...................... 1 ,2 01 ,0 66 24 .5 675,24 7 20 .1Oth er  I n t e r e s t ................................... 925 -0 - 571 -0 -T o ta l In te r e s t  and Other

C o st................................................. 4 ,3 20,3 36 88 .2 2, 81 0, 37 7 83 .6
OTHER OPERATING EXPENSES

S a la r ie s  and  b e n e f i t s ........................ 28 ,722 0.6 25 ,180 0.8Fees  and P ro fe ss io n a l S e rv ic e s .: . 2,46 5 0. 1 1,864 0. 1T ra ve l Ex pe ns e........................................ 2,04 7 -0 - 1,535 0. 1Te leph on e and  T ra ns m is si on  C ost s. 1,29 0 -0 - 1,106 -0 -S ta ti o n e ry  and  S u p p li e s .................... 5,96 8 0.1 4,84 5 0. 1Co st of  Q u art e rs  (N e t) ...................... 4, 04 7 0.1 3,746 0. 1D ep re c ia ti o n  -  F u rn it u re
and Eq ui pm en t...................................... 573 -0 - 574 -0 -Equipment R en ta l and Exp en se ......... 4,63 3 0.1 4, 61 0 0. 1O th e r............................................................ 2,26 4 -0 - 1,8 27 0. 1T o ta l O th er  O pera ti ng  Ex pe ns es . 52 ,009 1.0 45 ,287 1.4

TOTAL EXPENSES................................... 4, 372,3 45 89 .2 2, 85 5, 66 4 85 .0
NET INCOME..................................................... 528,6 74 10 .8 504,8 59 15 .0
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COMBINED STATEMENT OF INCOME AND DISPOSITION OF NET INCOME 
FROM BEGINNING OF OPERATIONS THROUGH SEPTEMBER 30, 1980

(In Thousands)

INCOME..............................................

CHARGES AGAINST INCOME.............................

Net Income....................................

DISPOSITION OF NET INCOME

Retained Earnings as of September 30, 1980:
Legal Reserve...............................
Dividend Stabilization.....................
Undivided Profits..........................

Total Retained Earnings..................

Dividends Paid:
U.S. Government............................
Member Institutions........................

Total Dividends Paid.....................

Transfer to Retirement Fu nd ..................

Organization Expense - Spokane Bank.........

TOTAL.......................................

Combined
Amount Percent

$23,483,552 100.0

20,091,600 85.6

3,391.952 14.4

678,413
6,296

247,792

20.0
.2

7.3

932,501 27.5

26,176
2,429.725

0.8
71.6

2,455,901 72.4

3,530 0.1

119 -0-

3,391,952 100.0
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SUPERVISION

The responsibilities of the Bank Board and Its staff units In supervising 
the Federal Home Loan Banks Include:

1. Issuance of regulations and policy guidelines covering the 
operations of the Federal Home Loan Banks.

2. Appointment of public Interest members of each District 
Bank's Board of Directors and the conduct of the annual 
election of the industry members of each Board.

3. Review, analysis, and approval of the operating and capital 
expenditures budgets of each Bank.

EXAMINATION

The Office of Internal Evaluation and Compliance (OIEC) has responsibility 
for arranging financial audits of the District Banks to determine that the Banks 
are adhering to sound financial principles and the Bank Board's operating policies. 
Certified public accounting (CPA) firms are used by the Office to perform the 
annual financial audits of the Banks.

Compliance and performance audits of the Banks are performed by each Bank's 
Internal Auditor. OIEC provides guidance and assistance to the internal auditors; 
coordinates the internal audit activities; and reviews copies of the internal 
audit reports.

* * * * * *

Following is a more detailed description of the functions and responsibilities 
of the Office of District Banks relating to the examination and supervision of the 
Federal Home Loan Banks.

OFFICE OF DISTRICT BANKS

The Office of District Banks has the general responsibilitv to provide the 
Bank Board with an overview of the management of each of the Federal Home Loan 
Banks. The Office has specific responsibility for:

1. Reviewing Bank operations and formulating policy statements 
and recommendations concerning Bank operations, budgets, and 
financial matters.

2. Evaluating banking functions and member services provided by 
the Banks.

3. Interfacing communications and coordinating with other Bank 
Board offices on matters relating to the Banks.

4. Conducting the election of Federal Home Loan Bank directors.
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Reviewing Bank operations and formulating policy recommendations

Review of Bank operations is accomplished through analysis of publications 
and reports such as: (1) each Bank's statements of goals and objectives; (2) each 
Bank's budget; (3) progress reports; (4) financial statements and operating re­
ports; (5) organization charts; and (6) manpower reports. Evaluation of a Bank's 
performance toward the achievement of its stated goals and objectives is related 
to the effective utilization of resources.

The Office provides the Bank Board with policy options and specific rec­
ommendations on Bank System activities. The most important areas are (1) goals 
and objectives and related budget policies; (2) policies on advances, dividends, 
deposits and other financial operations; and (3) individual bank operations and 
management reviews including:

a. appointment and promotion of Bank officers and appointment of public 
interest directors;

b. organizational structure, staffing, salary guidelines; and

c. accounting policies.

Evaluating banking functions and member services provided by the Banks

The credit policies and lending programs of the twelve District Banks are 
monitored by the Office, as they relate to the volume of funds available to 
member institutions for housing credit. Federal Home Loan Bank advances out­
standing to savings and loan members as of September 30, 1980 amounted to $44.2 
billion. These advances include community investment fund advances, which are made 
under a special program to members meeting eligibility criteria. C1F advances are 
designed to encourage active association involvement in programs for preserving and 
revitalizing older communities and are priced at a preferential rate which is 50 
basis points below the estimated cost of issuing consolidated obligations of com­
parable maturities. The target is to advance $2 billion per year under this pro­
gram. In addition, a Targeted Advances Program is designed to augment the earnings 
of qualifying members by providing advances 2.5 percent below the current advances 
rate.

Emphasis is placed on enhancing the member services provided by each indivi­
dual Bank. Efforts are specifically directed toward improving and expanding the 
services currently provided by the Banks which include demand and time deposits, 
investment and safekeeping, and economic forecasting. The Bank Board recently 
authorized the Banks to participate in the collection, processing, and settlement 
of payment instruments for current members and eligible institutions.

Communications

The Office provides the interface between the Banks and the Bank Board.
The Banks are provided with interpretations of and changes in Bank Board policy.
The Banks are represented in meetings with the Federal Home Loan Bank Board, The 
Federal Reserve Board and other Federal agencies.

The Office of District Banks also coordinates with other Bank Board offices 
on matters concerning the Banks and the Bank System. Additional Office functions 
include the planning of monthly bank presidents' conferences and coordination of 
joint research projects undertaken by the Ranks and the Bank Board. Teletype and 
facsimile communications between the Bank Board and the Ranks are the Office's 
Home Loan Bank directors. This includes determining the number of directorships to 
be designated for each State, preparing and sending to each institution eligible 
to participate a certificate of nomination, determining if those nominated are 
eligible to be candidates and wish to have their names placed on the ballot, send­
ing ballots to each institution eligible to vote, determining the results of the 
election, and notlflng the membership of the results.
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CHARTERING FEDERAL AND INSURING SAVINGS AND LOAN ASSOCIATIONS

Th is  a c t iv i t y  is  c a rr ie d  on by th e  O ff ic e  o f In d u s tr y  Develo pment whic h in ­cludes 40 p o s it io n s , th re e  le ss  th an  in  our p re v io us su bm ission .

CHARTERING FEDERAL SAVINGS AND LOAN ASSOCIATIONS

S ection  5(a ) o f th e  Home Owners' Loan Ac t o f 1933 a u th o ri ze s  th e  Board to  
p ro v id e  fo r  th e  o rg a n iz a ti o n , in c o rp o ra ti o n , c h a rte r is su ance, exam in a tion , 
o p e ra ti o n , and re g u la ti o n  o f in s t it u t io n s  to  be known as Fe de ra l sa vings and loan  
a sso c ia ti o n s  and Fe de ra l mutua l sa vings ba nk s.

These a sso c ia ti o n s  p ro v id e  t h r i f t  and hom e-mortgage  le nd in g  f a c i l i t i e s  in  
co mmun itie s where  such f a c i l i t i e s  are u n a v a ila b le  o r in adequate . They ar e es ta b­li s h e d  by g ra n ti n g  o f ch a rt e rs  to  newly c re ate d a sso c ia ti o n s  anywhe re in  the 
Uni te d S ta te s o r i t s  T e r r i to r ie s .  E x is ti n g  S ta te -c h a rt e re d  a sso c ia ti o n s  and Mu tua l Sa vin gs  Banks may a ls o  app ly  and, i f  e l i g ib le ,  convert  to  a Fe de ra l c h a r te r .

The sa ving s o r share ac coun t o f each sa ve r in  Fe de ra l sa vings and loan a sso c i­
a ti o n s  is  in sure d up to  $10 0,0 00 by th e  Fe de ra l Sa vin gs  and Loan In su ra nc e Co r­
p o ra ti o n . The assoc ia ti o ns  are su b je c t to  p e r io d ic  exa m in atio n by th e  Fe de ra l 
Home Bank Board and ar e members o f th e  Fe de ra l Home Loan Bank Sys tem.

The fo ll o w in g  ta b le  shows me mb ers hip , ag gr eg ate a sse ts , and re serv es and 
und iv id ed p r o f it s  o f Fe de ra l a sso c ia ti o n s  fo r  th e  years  in d ic a te d :

F is ca l Member- Assets in Reserves and
Year-End sh ip Bi 1 l io n s Und iv ided  P ro f it s

( In  M il li o n s )

1950 1,515 $ 7.9 $ 5131955 1,656 18.5 1,184
1960 1,856 36 .4 2,4931965 1,993 64 .3 4,3421970 2,0 79 90 .4 6,4031975 2,0 59 182 .7 10,6101980 1,983 33 9.0 17,975

As shown, a s te a d il y  in c re a s in g  upward tr e n d  in  ass et s is  re f le c te d .  In th e  
la s t f iv e  ye ars  th ey have incr ease d by 85.5% from  $182.7 b i l l i o n  at June 30 , 1975 to  $339 .0 b i l l io n  a t September 30, 1980. S im il a r ly ,  re se rv es and und iv id ed  p ro ­
f i t s  fo r  th e  same period  have ke pt  pace w it h  th is  gro w th , in c re a s in g  fro m  $10.6 
b i l l i o n  to  $1 8.0 b i l l i o n ,  an incr ease  o f $7 .4  b i l l i o n  or 69.8%.

INSURING SAVINGS AND LOAN ASSOCIATIONS

In su ra nc e p ro te c ti o n  is  o b li g a to ry  fo r  a ll  F e d e ra ll y -c h a rt e re d  a sso c ia ti o n s  
and mu tual sa ving s banks. S ta te -c h a rt e re d  in s t it u t io n s  o f th e  sa ving s and loa n 
ty pe wh ich  apply  fo r  in su ra nce  and meet th e  C o rp o ra ti o n 's  re qu irem ents  ar e a ls o  in su re d .

In  th e  u n d e rw rit in g  pro ce ss , th e O f fi c e  o f In d u s tr y  Development an alyz es  a l l  fa c to rs  bearing  upon th e  fi n a n c ia l c o n d it io n  and o th e r asp ec ts  o f a p p li c a n t asso­
c ia t io n s .  In cl ud ed among thes e a re : C ap ita l s t ru c tu re ,  a sse ts , l i a b i l i t i e s ,  
re serv e p o s it io n , ope ra tin g  income and expense r a t io s ,  l iq u id i t y  p o s it io n ,  e tc . Other  co ns id e ra ti o n s  ar e ch a ra c te r o f management and d ir e c to ra te ,  and soun dness 
o f a l l  p o li c ie s  and p ra c ti c e s  pursu ed in  a p p ra is in g  and le n d in g . A ll  fa c to rs  are  
evalu a te d in  l ig h t  o f lo ca l econom ic c o n d it io n s  and th e trends and pro spects  o f the ge nera l economy.
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Pub lic  demand fo r  pro te ction  o f i t s  sav ings makes i t  ad vis ab le fo r  uninsured 
savings and loan as so ciat ions  throughout the co un try  to  seek insurance o f the  
accounts of th e ir  sav ings and in ve st ors . The fo llo w in g  ta b le  shows the  number of  
insure d in s ti tu ti o n s  at  the end o f the  fi s c a l years indic ate d and the net inc rease 
each ye ar :

Number o f
F isca l Insured Net

Year-End Assoc iatio ns  Increase

1950 2,799 -
1955 3,472 673
1960 4,044 572
1965 4,483 439
1966 4,514 31
1970 4,406 -108
1975 4,110 -296
1980 4,019 - 91
1981* 3,869 -150
1982* 3,719 -150

♦Estim ate

As in d ic a te d , the  1980 figu re  is  expected to  decrease by 150 as so ciat ions  in  
fi s c a l 1981 and 150 more du rin g fi s c a l 1982, bringin g the to ta l at  September 30, 
1982 to  3,7 19. The number o f as so ciat ions  has been declin in g  sin ce  1966 ma inly 
as a re su lt  of mergers and acqu is it io ns of  gene ra lly  small uneconomic in s ti tu ti o n s . 
This merger tre nd  w il l ac ce lera te  du rin g the nex t few years  as a re su lt  o f eco­
nomic co ndi tio ns  and the  passage of the  Depos ito ry In s ti tu ti o n n s  De regu la tio n 
and Monetary Control Act o f 1980.

Fo llowing  is  a more de ta ile d descrip tion o f the  fu nctions and re s p o n s ib il it ie s  
of  the  O ff ic e  o f In du st ry  Development stress in g the importa nce  of the  o ff ic e , not 
on ly in  the  pro cessing  o f app lic ations but als o in  areas of program development 
and expansion tec hn iqu es .

OFFICE OF INDUSTRY DEVELOPMENT

The O ff ic e  o f In du st ry  Development has the  pr imary re s p o n s ib il it y  o f pr o­
vid in g recommendations to  the  Bank Board fo r  development and implementa tion of  
sound, responsive re gu la tions, p o li c ie s , and pro cedures , as wel l as inno va tiv e 
and in fo rm ativ e programs designed to  (1)  encourage the  safe and sound growth and 
expans ion o f the  sav ings and loan  in dustr y , and (2) promote co mpe tit ion to  pr o­
vid e a broad range of conv en ient , economical sa ving s,  home -fin ancing and re la te d 
se rv ice s so th a t the  sav ings and loan in dustry  is  res ponsive  to  the  housing  fin an ce  
needs of the  American p u b lic . In order to  ca rr y out  th is  re s p o n s ib il it y , the  
O ff ic e of Indus try Development has th ree pr imary fu nctions:

1. The O ff ic e  processes , revie ws , ev alua tes and presents to  the Bank Board 
applic ations from savings and loan as so ciatio ns  fo r va rio us  a c t iv it ie s  
and ac tio ns  wh ich , by s ta tu te  or re gu la tio n , re quire approva l by the  
Federal Home Loan Bank Board . This invo lves  deve lop ing  new p o lic ie s  
and re gu la tions, pr ov id ing in s tr u c ti o n s  to  the in dust ry  and Federa l 
Home Loan Banks, de vising  and ev a lu ating app lica tion  pro ced ure s, an aly­
zin g and ev a lu ating in fo rm at ion prov ide d by app lic an ts , and making 
recommendations to  the Bank Board fo r  ap pr op ria te  ac tio n on a p p lica tion s . 
W ith in  the O ff ic e 's  delegated a u th o r it y , specif ie d o f f ic ia ls  o f the 
O ff ic e  also  may approve or  deny ce rt a in  type s of  app lica tions.

During FY 1980, the  O ff ic e  of In dust ry  Development processed 611 a p p li ­
ca tions, a 13.4X increa se over FY 1979, and reviewed ano ther 574
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ap pl ica tions  a fte r approval by the Federal Home Loan Banks' Superv isory Agents who are autho rized agents of  the Board. Applica tions  processed by OID dur ing FY 1980 included 18 ap pl ica tions  to  es tabl ish  new Federal savings and loan associa tions, 76 ap pl ica tions  fo r insurance of  accounts by the Federal Savings and Loan Insurance Corporation,  62 mergers (another 23 mergers were approved by the Federal Home Loan Banks), 148 fa c il it y  ap pl icat ions , 24 remote service unit  requests and 281 miscellaneous ap pl icat ions . S igni fic an t increases occurred in three major categories  dur ing FY 1980: insurance of  accounts ap pl ica tions  increased 111% over FY 1979, mergers increased 98t and ap pl ica tions  to  es tabl ish  new Federal associatio ns increased 291.

Major accomplishments in the ap pl ica tio ns  area during FY 1980 included development of  eva lua tion  and processing procedures fo r Federal mutual savings bank charter  ap pl icat ions , and approval of the Board's f ir s t  ap pl icat ion from a mutual savings bank fo r convers ion to  a Federal mutual savings bank ch ar te r. Add it io na lly , the Of fice developed new ap pl ica tio n processing procedures to  fa c il it a te  implementation of  the Board 's new sim plif ie d branching regu la tio ns . The Office  also implemented a proposal to  streamline the ap pl ica tion process through delegation of  the Board's au thor ity  to act on several types of  appl ica tions  to  the D is tr ic t Banks.
2. The Of fice undertakes a va rie ty  of  studies and pro jects designed to develop sound regu lations , po lic ie s , procedures and programs which promote comp eti tion, encourage the extension of  a broad range of  savings and loan serv ices  to the American publi c and stimu late the safe and sound growth of  the savings and loan indu st ry . An impor tant aspect of  th is  fun ct ion  is  the O ff ice 's  re sponsib ili ty  to  encourage the expansion of convenient , economical savings and home-financing services in accordance with the needs of communities which the savings and loan indu stry serves.

During FY 1980, the Of fice of  Ind ustry  Development devoted a s ig n if i­cant po rtion  of  it s  e ff o rt s  to development of regula tions and procedures designed to  implement new le g is la tion  and/or s im lif y  the Board's ap pl ica tio n requirements. In th is  connection, the O ff ice:  (a) completed a major projec t Invo lvin g s im p lif ic a tion  of  the Board's regu latory re ­quirements and procedures governing the branching a c ti v it ie s  of  Federal associa tions; (b) revised the Board's merger regu lat ions to  improve the process ing of  merger ap pl ica tio ns  by expanding the Federal Home Loan Banks' au thor ity  to approve mergers; (c) eliminated  ap pl ica tio n requ ire ­ments fo r issuance of commercial paper through 1ibera liz ation of  the of  the Board's borrowing reg ula tions  and (d) developed reg ula tions  and procedures to  implement the Board's au thor ity  to  accept ap pl ica tio ns  by state -ch artere d stock associatio ns fo r convers ion to  a Federal ch ar te r. Additi onally , 010 pa rticip ated  in the development of  revised regu latio ns , po lic ie s and procedures to implement the Depository In s ti tu tions De­reg ulat ion and Monetary Control Act of 1980. 010 also  continued to part ic ip ate  in the development of  polic ie s and procedut^- implementing the requirements of  the Community Reinvestment Act and the Elec tro nic Funds Transfe r Act of 1978.

3. The Office  of  Industry Development is  respons ible  fo r designing andimplementing sp ec ific programs to  encourage the establishme nt, growth and expansion, safety and soundness, of  minority-owned-and-operated savings and loan associa tions. In th is  connection , the Office  is responsible fo r development, coord ina tion and implementation, in con junction with the Federal Home Loan Banks, other government agencies and the various trade org an iza tions , of  a broad range of  programs designed to  provide technical ass istance , educational seminars, counseling serv ices  and investment funds fo r new and exi st in g minority-managed associa tions. Minority-managed associatio ns are savings and loans co nt ro lle d at lea st 51% by so cia lly  or economica lly disadvantaged Americans. Cu rre nt ly,  84 insured associ­at ions qua lif y as minority-managed-and-owned.
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During FY 1980, the Of fice of Industry  Development implemented 
several programs designed to  as sist  minority-managed savings and loans.  
These programs, which w il l be cont inued during  FY 1981, provide fo r the 
fo llo wing:  (a) an Operations Review Program which w il l provide severa l 
minority-managed associa tions wi th an evalu ation  of  th e ir  opera tions  
and recommendations to  assis t in streng thening th e ir  opera tions;  (b) 
on -s ite  tr a in in g  sessions fo r associa tion dire ctors  designed to  apprise 
di rector s of th e ir  duties  and re spons ib il it ie s , as well as to provide 
info rmation  on new trends and developments in the savings and loan 
indu st ry ; (c)  use of  pri va te consult ing  firms to  provide d irect  manage­
ment and "o n- si te " technical  assistance in  var ious aspects of savings 
and loan operations fo r minority-managed savings and loans;  and 
(d) org an iza tion of  a 301(d) Small Business Investment Company (SBIC) 
fo r the purpose of funding a long-range program to  as sist  m inor ity - 
managed associa tions. The SBIC w il l provide ca pi ta l infus ion fo r lend­
ing and technical  assistance fo r minority-managed savings and loan 
ass ociat ions.

Workload and Personnel Requirements

I t  is an tic ipated  that  the volume of  ap pl ica tions  submitted fo r process ing 
by the Of fice of  Ind ust ry Development w il l continue  to  increase during FY 1981 
and remain at a high lev el fo r several years th ere after.  In addit ion  to  the 
13.4% increase in ap pl ica tio n volume during FY 1980, a si gn if ic an t increase in 
the O ff ice 's  workload is  pro jected to occur during FY 1981 primar ily  as a re su lt 
of continued expansion of  savings and loan merger a c ti v it y  and implementation of 
new statutor y au thor ity  by the Board. In th is  connection, we note that  the Board 
is an tic ip atin g a subs tan tia l in flux of ap pl ica tions  from ex is tin g sta te-chartere d 
mutual savings banks seeking Board au thor iza tion to convert to  a Federal mutual 
savings bank ch ar te r. (The Financia l In s ti tu tions Regulatory and In te rest  Rate 
Control Act of 1978 granted the Board the au thor ity  to  charter  Federal mutual 
savings banks). Additi onally , implementation of  the Depository In sti tu tions 
Deregulation and Monetary Control Act of 1980 w il l req uire the Office  to  develop 
eva lua tion  procedures and begin to  process two new types of  ap pl ica tio ns :
(1) appli ca tions by Federal associa tions to  provide tr us t services, and
(2) ap pli ca tions by state -ch artere d stock associatio ns fo r conversion to  a 
Federal stock association char ter.

In addit ion to  the an tic ipa ted  increase in ap pl ica tio n volume, expansion of 
the O ff ice 's  program development and research a c ti v it ie s  w il l impact gr ea tly  on 
the O ff ice 's  workload and personnel requirements fo r FY 1981. With implementation 
of the Depository In sti tu tions Deregulation and Monetary Control Act of  1980, 
competi tion w ith in  the fin an cial  community fo r savings ca pi ta l w il l become more 
inte nse , and new ways must be found to  channel a fa ir  share of such funds in to  
savings and loan associa tions, which represent the Na tion's  largest su pp lie r of 
funds fo r re side nt ia l housing. To achieve th is  end in the cur ren t fi sca l year and 
th ere after,  the Office  of Industry  Development must cont inue to commit a s ig n if i­
cant po rtio n of  it s  resources fo r research and evaluation of a broad range of 
ind us try  development programs.

F in a lly , as par t of it s  ind us try  development a c ti v it ie s , the Office  must 
cont inue to  give  spec ial at tent ion to it s  e ff o rt s  to  assis t the development of 
minority-managed savings and loans. Recent economic d if f ic u lt ie s  which have ad­
versely affec ted  the enti re  fin an cial  community have had a dis pro po rtionate impact 
on associa tions in our minor ity  communities and underscore the need fo r maintenance 
of a strong program fo r m inor ity  associatio n development. I f  minority-managed 
associa itons are to cont inue to compete as via ble in s itu tions in the fin ancial 
community, the Board must continue to  research and develop programs tha t w il l 
help channel savings ca pi ta l in to  minority-managed savings and loan associa tions, 
and improve th e ir  opera tional performance.
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EXECUTIVE DIRECTION AND STAFF SERVICES

The fo ll o w in g  o f f ic e s  and p o s it io n s  are in c lu ded  in  th is  j o in t  a c t i v i t y  fo r  
f is c a l  1982. O ff ic e s  o f th e Cha irman and Board Members (1 4 ); Comm unica tions O ff ic e  
(1 6 ); Con gr es sion al  R e la tions  O ff ic e  ( 3 ) ;  M in o r it y  A f fa i r s  O ff ic e  (4 ) ;  O ff ic e  o f 
In te rn a l E va lu a tion  and Comp liance (1 4 ) ; Pe rsonne l Management O ff ic e  (2 3 ); Se cre­
t a r ia t  (2 2 ) ; O ff ic e  o f Community Inve stmen t (2 0 ) ; O ff ic e  o f Ge neral  Counsel (8 2 ); 
O ff ic e  o f Exa minat ions  and Superv is io n  (7 3 ); and P la nnin g and Management C oo rd ina­
t io n  O f fi c e  (3 ) .  There are a to ta l o f 276 p o s it io n s  as sign ed  to  th e  jo in t  a c t i v i t y .  

EXECUTIVE DIRECTION

The Board e s ta b lish e s  th e  p o li c ie s  fo r  a l l  o p e ra ti o n s . I t  superv is es th e 
ope ra tions  o f th e  12 re g io na l Fe de ra l Home Loan Banks and th e exam in atio n o f each 
Bank a t le a s t a n n u a lly .

I t  approves  a p p li c a ti o n s  and is su es c h a rte rs  fo r  Fe de ra l sa vings and loan  
a s so c ia ti o n s  and Fe de ra l mu tua l sa vings banks and p re sc ri b e s  re g u la ti o n s  re la t in g  
to  t h e ir  le nd in g  and o th e r a c t iv i t ie s .

I t  is  re spons ib le  fo r  exa m in atio n and su pe rv is io n  o f a ll  member in s t it u t io n s  
in sure d by th e Fe de ra l Sa vin gs  and Loan In su ra nc e C orp o ra tion . I t  is  th e  f in a l  
a u th o r it y  fo r  th e  a d m in is tr a ti o n  o f th e  In su ra nc e system , in c lu d in g  app ro va l o r 
d is appro va l o f a p p li c a ti o n s  fo r  in su ra nce  and o f re qu est s fro m in sure d in s t it u t io n s  
to  p erm it  mer ge rs , pu rchase  o f a sse ts , c o n s o li d a ti o n s , e tc .  I t  makes f in a l  d e te r­
m in a tion  o f th e  co ur se  o f a c ti o n  to  be ta ke n by th e  Insu ra nc e C orp o ra tion  to  p re ­
ve nt  d e fa u lt  in  an in sure d in s t i t u t io n  as w e ll  as th e  method o f se tt le m ent when 
an in sure d in s t i t u t io n  is  decl a re d in d e fa u lt .

STAFF SERVICES

S upport in g fu n c ti o n s  in c lu d in g  u t i l i z a t i o n  o f pers onne l,  le g a l s e rv ic e s , p u b li c  
r e la t io n s ,  and in te rn a l and o pe ra ti o n a l a u d it s  ar e pro vi ded to  th e Bank Board and 
to  th e  In su ra nc e C orp o ra tion . Such se rv ic e s  are  fu rn is h e d  by Com mun ica tio ns , Con­
gre ss io na l R e la ti o n s , M in o r it y  A f f a i r s ,  In te rn a l E va lu a tion  and Com pl ianc e,
Personnel Management, S e c re ta r ia t,  O ff ic e  o f Community In ve st m ent,  O f fi c e  o f General  
Cou ns el , O ff ic e  o f Exa minat ions  and S u p e rv is io n , and P la nning and Management 
C oo rd in a ti o n .

Other  se rv ic es  fu rn is h e d  by th e Bank Board 's  s ta f f  ar e f is c a l and ho us ekeepin g 
s e rv ic e s ; thes e ar e tr e a te d  and discu ss ed in  th is  su bm ission  as a separa te  a c t iv i t y  
under th e  ca p ti o n  “ A d m in is tr a ti v e  S e rv ic e s ".

F o llow in g  are more d e ta il e d  d e s c r ip ti o n s  o f th e  fu n c ti o n s  and r e s p o n s ib il it ie s  
o f th e  o f f ic e s  in vo lv ed  in  th is  a c t iv i t y .

OFFICES OF THE CHAIRMAN AND BOARD MEMBERS

The Fe de ra l Home Loan Bank Boa rd , a b i- p a r ti s a n  Board o f th re e  members,  was 
e s ta b lis h e d  as th e  su cc es so r agency to  th e  Home Loan Bank Boa rd , pur su ant to  th e 
p ro v is io n s  o f an Ac t c it e d  as th e  “ Housing  Amendments o f 1955" (69 S ta t.  635 ).  I t  
superv is es th e  Fe de ra l Home Loan Bank Syste m,  th e  System o f Fe de ra l Sa vin gs  and 
Loan A s s o c ia ti o n s , th e  Fe de ral Sa vin gs  and Loan Insu ra nc e C orp ora tion  (F SLIC ),  and 
th e  Fe de ra l Home Loan Mo rtgage  C o rp o ra tion .
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Under Re organiz ation  Plan No. 6 o f 1961, e ff e c ti v e  August 12, 1961, the  
Chairman is  ch ie f ex ec ut ive o ff ic e r  o f the Boa rd.  Su bje ct to  the  general  p o lic ie s  
of the  Board, he is  resp on sible fo r  the  o ve ra ll  management, fu nc tion in g , and 
orga niza tio n o f the Agency; the  appointme nt,  rem oval,  and d ir e c ti o n  o f pe rson ne l; 
and the pre pa ra tio n, re view , pr es en ta tio n, and ju s t i f ic a t io n  o f budget es tim ates .

Some o f the  major du ties and fu nct ions  o f the Board Members includ e the  
es tablishme nt o f p o lic ie s  fo r  a ll  the  Board opera tio ns.  They supe rvise  the  
operat ion s of  the  twelve Federal Home Loan Banks,  in c lu d in g  the es tabli shmen t o f 
cert a in  re gula tio ns fo r  the guidance o f the boards o f d ir e c to rs  and o ff ic e rs  o f 
such Banks. They are resp on sible fo r annual exa minations o f the  twelve  Banks.

The Board approves the issuance o f cha rter s fo r  the org an izatio n o f Federal 
savings and loan as so ciat ions  and Federa l mutual  sav ings banks. I t  is  resp on sible 
fo r th e ir  exa min atio n and su pe rv is ion and pr es cr ibes  ce rt a in  re gula tions governing 
th e ir  len ding  and othe r a c t iv it ie s .

In ad d it io n , i t  is  re sp on sible fo r exam ina tion and su pe rv is ion of  a ll  Federal 
Savings and Loan Insu rance Co rporat ion  ins ured  Sta te -c ha rter ed in s ti tu ti o n s . I t  
passes on and approve s, where acce ptab le, a ll  app lic a tions fo r  insurance of accounts 
by the  Federal Savings and Loan Insu rance Cor po ra tio n,  and othe r app lic a tions 
re la te d to  the  Insu rance Cor po ra tio n's a c t iv it ie s .

The Emergency Home Finance Act of  1970 (P ublic  Law 91-351) au thor ize d the  
estab lishm ent o f a Federal Home Loan Mortgage Co rporat ion  (FHLMC) which buys and 
se ll s  mortgages, both  conven tiona l and guaranteeed or  insu re d.  The th re e members 
of  the  Board co n s ti tu te  the  Board o f D irect ors  of  the Corpo ra tio n.

COMMUNICATIONS OFFICE

Communications pre sen ts p o lic ie s , announcements and ac tio ns  to : the  p u b li c ;
Bank Board o ff ic e s ; the  sav ings and loan in du s tr y ; othe r Government agencies; and 
a ll  media . Pu bl ic  understandin g and tr u s t in  ins ured sav ings and loan as so ciat ions  
is  ess ent ia l to  the success of Bank Board op er at ions . Indus try and government 
sup por t are impo rta nt  to  the Board 's go als,  as is  the  sup port o f the  fi n a n c ia l 
community.

This in fo rm at ion is  dissem inated  in  va rio us  ways: press re leas es ; Federal 
Home Loan Bank Board Jou rna l (m on th ly); press conferen ces; answering  correspondence 
and phone c a ll s ;  Spotm aster re co rd ings ; speeches;  in te rv ie w s fo r ra d io , te le v is io n , 
magazines (g en er al , trade, and p ro fe ss io na l) ; newspapers; guest  column con tr ib u­
ti o n s ; and ot he r a r ti c le s  signed by the  Chairman, Board Members or  se nior  s ta f f 
members.

Exi sting a c t iv it ie s

1. Public at io ns  of  the  FHLBB Jou rn al , Across the  Board (a b i-non th ly  in te rn a l 
new s- le tter fo r employees), and an annual re po rt .

2. Issuance of monthly s ta t is t ic s  on mortgage ra te s , in te re s t co st s,  and 
sav ings flow s; press re leas es ; a r t ic le s ;  columns; and in te rv iews fo r  
ra dio and te le v is io n .

3. Answering o f qu er ies from the ne dia,  p u b li c , in du s tr y , Government, academia, 
and ot her  elements in te re ste d in  the  Bank Board, the  Federal Home Loan 
Mortgage Corpo ra tio n,  the Federa l Savings and Loan Insurance Cor po ra tio n,  
the  F isca l Agent , and the  savings  and loan in dustr y .

4. Maintenance of  an agency speaker's  bureau to  prov ide know ledgeable and 
pr ofes sion al  ca reer  personnel  who w i l l  be ava ilab le  upon req uests  from  
c it iz e n s ' groups and na tio na l or ga niza tio ns  concerned w ith  issues  of housing  
and home fina nc e.
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5 . C i r c u la t io n  o f  b i- m o n th ly  c li p s h e e t  (a  d ig e s t  o f  f in a n c ia l  and h o u s in g  news 
fr o m  th e  N a t io n 's  p r e s s ) .

6 . C o o rd in a t io n  o f  a p u b li c  in fo r m a t io n  s e r v ic e  on Ban k Boar d a c t i v i t i e s  w i th  
th e  tw e lv e  F e d e ra l home lo a n  ban ks .

7 . P re p a ra t io n  o f  pr og ra m s and  p r o je c ts  f o r  th e  B o a rd 's  p e rs o n n e l o r ie n ta t io n  
and deve lo pm ent p ro gra m s.

CONGRESSIONAL RELATIONS OFFICE

The B o a rd 's  C o ng re ss io n a l R e la t io n s  f u n c t io n  is  c e n te re d  in  th e  C h a irm a n 's  
O f f ic e  f o r  a s s is t in g  and a d v is in g  th e  Chai rm an in  th e  d e ve lo pm en t,  c o o r d in a t io n ,  
and m a in te nance  o f  th e  F edera l Home Loan  Bank Boar d r e la t io n s h ip s  w i th  th e  C o ngre ss . 
T h is  f u n c t io n  is  re s p o n s ib le  f o r  ke e p in g  a b re a s t o f  a l l  l e g is l a t i v e  pr ogra m s as 
th e y  p e r ta in  t o  th e  Federa l Home Loan Bank B o a rd , F ed e ra l S av in gs  and Loa n In s u r ­
ance C o rp o ra t io n ,  and sa v in g s  and  lo a n  in d u s t r y  in  g e n e ra l,  and f o r  a d v is in g  th e  
Bo ard on th e  s ta tu s ,  p ro s p e c ts  f o r  e n a c tm e n t,  and in t e r p r e t a t io n  o f  su ch  le g is l a ­
t i v e  and o th e r  p e r t in e n t  C o n g re ss io n a l a c t io n .

MINORITY AFFAIRS OFFICE

The M in o r it y  A f f a i r s  O f f ic e  was e s ta b li s h e d  to  a d v is e  and  coun se l th e  Cha irm an  
and th e  Bank Boa rd  on  a b ro ad ra nge o f  p o l ic y  m a tt e rs  r e la t in g  t o  th e  deve lo pm ent 
and im p le m e n ta ti o n  o f  eq ual em ploy men t o p p o r tu n i ty  in  th e  s a v in g s  and  lo a n  in d u s t r y ,  
th e  F e d e ra l Hone Loan Bank B o a rd , th e  F e d e ra l S a v in gs  and  Loan  In su ra n ce  C o rp o ra ti o n  
th e  F e d e ra l Home Loan M ortgage C o rp o ra t io n ,  and  th e  tw e lv e  F ed e ra l Home Loa n Banks. 
Mo re s p e c i f i c a l l y ,  i t  has  th e  r e s p o n s ib i l i t y  t o :

1 . D eve lo p and im ple m ent p o l ic ie s  w h ic h  ensu re  f a i r  em ploy men t p r a c t ic e s  f o r  
a l l  pe rs ons w it h o u t  re g a rd  t o  t h e i r  ra c e , c o lo r ,  r e l i g io n ,  s e x , ag e, 
n a t io n a l o r ig i n ,  h a n d ic a p , o r  v e te r a n 's  s ta tu s .

2 . A u d it  and e v a lu a te  a l l  r e c r u i t in g ,  h i r i n g ,  t r a in in g ,  co m p e n sa ti o n , jo b  
c la s s i f i c a t io n ,  a s s ig n m e n ts , w o rk in g  c o n d it io n s ,  p ro m o ti o n s , t r a n s fe r s ,  
la y o f f s ,  te rm in a t io n s ,  d i s c ip l in a r y  a c t io n s ,  and  a l l  o th e r  te rm s ,  con­
d i t io n s  and p r iv i le g e s  o f  em ploy men t as th e y  r e la t e  to  equ a l em ploy men t 
and a f f i r m a t iv e  a c t io n .

3 . E s ta b li s h  and  pr om ot e in d u s t ry - w id e  women and m in o r it y  v e n d o rs ' p a r t ic ip a ­
t io n .

4 . Serv e as p r in c ip a l a d v is o r  to  th e  Bo ard on a l l  p o l i l c y  and  pro gra m  
a c t i v i t i e s  o f  th e  F edera l Home Loan  Bank Sy stem  w h ic h  a f fe c t  o r  may a f fe c t  
“ p ro te c te d  c la s s "  g ro u p s .

5 . E s ta b li s h  and p a r t ic ip a te  w i th  lo c a l and  n a t io n a l co m m unity ba se d o rg a n iz a ­
t io n s  f o r  th e  im pr ov em en t o f  e m p lo y a b il it y  o f  women and m in o r i t ie s .

6 . Serv e as l i a is o n  be tw ee n th e  F e d e ra l Home Loan Bank Sy stem  and  a l l  age nc ie s  
h a v in g  em ploy men t en fo rc em en t r e s p o n s ib i l i t y .
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OFFICE OF INTERNAL EVALUATION AND COMPLIANCE

The O f f ic e  o f  In te r n a l E v a lu a ti o n  and C om plia nce p ro v id e s  th e  Chai rm an,
Members o f  th e  Boa rd  and  to p  management w i th  in d e p e n d e n t p ro fe s s io n a l a u d it s  and 
in v e s t ig a t io n s  o f  F ed e ra l Home Loan Bank Boar d and F ed e ra l S avin gs and Loa n 
In su ra n ce  C o rp o ra t io n  a c t i v i t i e s .  When so re q u e s te d  by  th e  Bo ard th e  o f f i c e  may 
a ls o  conduct in te r n a l a u d it s  and  in v e s t ig a t io n s  f o r  th e  F ed era l Home Loan Bank s,  
th e  O f f ic e  o f  F in a n c e , and th e  N e ig hborh ood R e in ves tm en t C o rp o ra t io n .  The O f f ic e 's  
in vo lv e m e n t in  th e se  a c t i v i t i e s  is  des ig ned  to  pro m ote  ec on om y,  e f f i c ie n c y  and 
e f fe c t iv e n e s s  in  o p e ra t io n s  and  to  d e te c t  f ra u d  and abuse. In  a d d it io n ,  th e  O ff ic e  
p ro v id e s  gu id ance  to  th e  a u d it  com m it te es and  in te r n a l a u d it  s t a f f s  o f  ea ch  o f  
th e  tw e lv e  F ed e ra l Home Loan Bank s,  and c o o rd in a te s  th e  s e rv ic e s  o f  c e r t i f i e d  p u b li c  
a c c o u n ti n g  f ir m s  who p e rfo rm  th e  f in a n c ia l a u d it s  o f  th e s e  ban ks . W it h in  th e  O f f ic e  
th e  D iv is io n  f o r  A u d it s  and th e  D iv is io n  f o r  I n v e s t ig a t io n s  share  r e s p o n s ib i l i t y  
f o r  a c c o m p li s h in g  th e  O f f ic e 's  o b je c t iv e s .

The A u d it  D iv is io n  em ph as izes  d e te c t in g  o p p o r tu n i t ie s  f o r  im pro ve d o p e ra t io n s ,  
a c h ie v in g  g r e a te r  eco nomy and e f f ic ie n c y  and re d u c in g  th e  p o te n t ia l f o r  w aste  and  
fr a u d  a t  th e  Bank B o a rd . A l l  a u d it s  a re  pe rf o rm ed  in  accord ance w it h  g e n e ra ll y  
accep te d  a c c o u n ti n g  p r in c ip le s  and S ta nda rd s  f o r  A u d it  o f  G ov er nm ent al  O rg a n iz a ti o n s  
Pro gra m s,  A c t i v i t i e s  and F u n c ti o n s  p u b li s h e d  by  th e  U .S . G en er al  A c c o u n ti n g  O f f ic e .

The I n v e s t ig a t io n  D iv is io n  p e rf o rm s  in v e s t ig a t io n s  in  co nfo rm ance  w i th  Federa l 
laws  and , when a p p ro p r ia te ,  w it h  r u le s  o f  c r im in a l p ro c e d u re s , le g a l o p in io n s  and 
a d v ic e  o f  th e  D epartm ent o f  J u s t ic e  o r  th e  G enera l C ounse l.  In v e s t ig a t io n s  a re  
desig ned  to  comba t f ra u d  and abuse, and to  pro m ote  a p o s i t iv e  env ir o n m e n t in  wh ic h 
manag ers may c a r ry  o u t th e  a g e n cy 's  a c t i v i t i e s .

PERSONNEL MANAGEMENT OFFICE

The P ers onne l Manage ment O ff ic e  (PMO) a d m in is te rs  pe rs onn e l p o l ic ie s ,  p ro gra m s, 
and  o p e ra t io n s  in  o rd e r  t o  ensu re  an adequate  work  fo rc e  t o  c a r ry  o u t th e  m is s io n  
and fu n c t io n s  o f  th e  Bank Board . »

PMO p ro v id e s  a d v is o ry  s e rv ic e s  to  man ag ers and  s u p e rv is o rs  on a l l  m a tt e rs  
a f f e c t in g  Bank Boar d em p lo yees, in c lu d in g  re c ru it m e n t ,  s t a f f in g ,  c la s s i f i c a t io n ,  
t r a in in g ,  em ploy ee  r e la t io n s ,  and la bor-m anagem ent r e la t io n s .  I t  co u n se ls  
em ploy ee s on a l l  m a tt e rs  a f f e c t in g  t h e i r  te rm s and c o n d it io n s  o f  em plo ym ent.

PMO c o o rd in a te s  e x e c u ti v e  s t a f f in g  a c t i v i t i e s ,  in c lu d in g  th e  S e n io r  E x e c u ti v e  
S e rv ic e ,  and  p ro v id e s  s t a f f  su p p o rt  t o  th e  E x e c u ti v e  Reso urc es Boa rd  and  P erform ance 
Re vie w B oard . I t  im p le m ents  and m o n it o rs  th e  F ed e ra l Equ al  O p p o r tu n it y  R e c ru it m e n t 
Pro gr am .

PMO c la s s i f ie s  a l l  jo b s  in  acc ord ance w i th  s ta n d a rd s  p u b lis h e d  by  th e  O f f ic e  
o f  Pe rs onne l Manage ment and p ro v id e s  te c h n ic a l re v ie w  o f  o r g a n iz a t io n a l changes.

PMO p ro cesses a l l  p e rs onn e l a c t io n s  and  m a in ta in s  em ploy men t re c o rd s .  I t  a ls o  
c o o rd in a te s  h e a lt h  and  in s u ra n c e  p ro gra m s, th e  r e t ir e m e n t  pro gra m , th e  aw ards  
pro gra m , and  o th e r  em ploye e b e n e f i t  p ro gra m s.

PMO c a r r ie s  o u t la bor-m anagem ent r e s p o n s ib i l i t ie s  f o r  th e  Bank B o a rd , in c lu d in g  
n e g o t ia t io n s  o f  c o l le c t iv e  b a rg a in in g  agr ee m en ts  and  r e s o lu t io n  o f  la bo r-m anagem ent 
d is p u te s .  I t  a ls o  c o o rd in a te s  em ploy ee  app ea ls  t o  re v ie w in g  a u t h o r i t ie s  o u ts id e  
th e  Bank Bo ard ( e .g .  MSPB, EEOC).

o
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PMO plans and develops agency-wide polic ie s and programs fo r performance 
appraisa l, meri t pay, merit promotion, employee conduct, tr a in in g  and executive 
development. PMO also develops and implements sp eci fic  plans to  carry  out programs 
mandated by the C iv il Service Reform Act of  1978.

PMO also  serves as a lia is on wi th the Office  of  Personnel Management and other 
organizat ions re la ting  to  Federal personnel ma tters.

SECRETARIAT

The Secre tar iat  is  the central point fo r the rece ipt of  formal matters 
addressed to  the Bank Board. The Secreta ry, in the name of  the Bank Board, is 
responsible fo r the promulgation of it s  ru le s,  regu latio ns , and decisions and 
also  is  the Secre tary to  the Federal Savings and Loan Insurance Corporation.

The Se cre tar iat  coordinates s ta ff  tran smissio n to  the Board, schedules and 
arranges Board meetings, organizes the agenda, insures the pro vis ions of  the 
"Government in the Sunshine Act" are complied w ith , coordina tes with the Office  
of  the General Counsel and other s ta ff  o ff ic es on release of  info rmation  under 
the Pub lic Information Act and the Privacy Ac t, prepares minutes on each meeting, 
reco rding decisions made, maintains lia is on  on unfin ished business, and acts  as 
adv isor  to  the Board on procedural matte rs.  The Se cretar iat  also prepares, 
d is tr ib u te s and records Federal savings and loan associa tion char ters , insurance 
ce rt if ic a te s , Bank membership ce rt if ic a te s , and ce rt if ic a te s  of appointment and 
elec tio n of d irec to rs  of  the Federal Home Loan Banks. The Se cretar iat  is  
custoa ian of the Bank Board's permanent f il e s ,  inc luding  the Minutes of the Federal 
Hone Loan Bank Board, the former Home Owners' Loan Corporation, the d ire ct ives 
of the former Federal Home Loan Bank Ad minist ra tio n,  and it s  co ns tituten t agencies.

The Secre tary serves as Lia ison O ff ic er with the Office  of  the Federal 
Register.

Workload

During the fi sca l year 1980, the Bank Board net 95 tin es  on Federal Home 
Loan Bank Board business. During these meetings the Board adopted 912 res olut ions  
and recorded 296 minute entr ie s.  A to ta l of  22 Chairman's Orders were issued and 
30 proposed and 99 fi n a l reg ula tions were published in the Federal Re gis ter . In 
ad di tio n,  the Secretary to the Board recorded fo r the Federal Home Loan Mortgage 
Corporation  24 meetings of  the Board of  Di rectors dur ing which 30 reso lutions  were 
adopted and 14 minuite  en tries  were recorded.

Docket, Index and Micrograph ics Branch

The Docket Branch maintains and serv ices  7,131 case f il e s  fo r Federal and 
State chartered assoc iat ion  of  which 4,247 are ac tive and 2,884 in act ive. The 
Branch main tains and serv ices case fi le s  fo r 703 service corporat ions and 420 
savings and loan holding companies of which 215 are act ive.  In ad di tion to  
maintenance and storage , the Branch is  respons ible  fo r the loan, re tr ie v a l,  and 
general se cu rit y of the f il e s .

The Branch received, cl ass if ie d and fi le d  383,000 documents, 23,600 in te rnal  
requests fo r records,  472 public requests fo r records and inform at ion , mic rofi lmed 
700,000 images and made 300,000 new 4x6 micro film  jack ets.  The Branch received 
312 requests to  research info rma tion  from current and outdated records.

The Branch indexed 821 reso lu tio ns , 312 minute entr ie s, and prepared 41 items 
fo r shipment to  the Federal Regis ter.  I t  received 150 requests to research the 
minutes and received 1,000 requests fo r copies of re so lu tio ns .

C-39



254

Federa l Home Loan Bank Board

The Branch per form s sup port fu nct ions  fo r  the  va rio us  o ff ic e s  of the  Bank 
Board. In add it io n to  m ic ro fi lm in g  re co rds,  the Branch is  resp on sible fo r 
pro vidi ng  m ic ro fi lm  se rv ices  fo r  othe r o ff ic e s  o f the  Bank Board . The Branch is  
in  the process o f co nve rti ng  i t s  records to  a microg raph ics system . Due to  th is  
con version  we expect a he av ier demand fo r  te chnic al tr a in in g , equ ipment,  and 
supp lies in  the  microg raph ics  area throug h fi s c a l ye ar  1982.

PLANNING AND MANAGEMENT COORDINATION OFFICE

The Planning and Management Co ordin at ion  O ff ic e  is  re sp on sible fo r  ass is ting  
the Board in  es ta b lish in g  and in  pr ov id ing fo r  the  e ff e c ti v e  implementa tion of  
agency goa ls and p r io r i t ie s ,  and fo r in suring e ff e c ti v e  in te ro ff ic e  co ord inatio n 
and teamwork. This includ es  such a c ti v it ie s  as: conduc ting plan nin g meetin gs;  
co ord inatin g plan nin g a c t iv it ie s  w ith  budget pre para tion; mon ito rin g and re port in g 
on key op erat ions  and progress toward go als;  conducting s tu d ie s, ev alua tio ns  and 
prepar ing  recommendations in  orde r to  improve management systems and org an izatio na l 
effectiveness; and coord in ating re s p o n s ib il it ie s  th a t cu t across  or ga niza tio na l 
li n e s .

OFFICE OF COMMUNITY INVESTMENT

The O ff ic e  o f Community Investment (OCI) advises the  Board and makes 
recommendations on po lic ie s  and programs th a t he lp the t h r i f t  in dustry recognize 
i t s  re s p o n s ib il it ie s  and opportun it ie s to  inc rease lend ing in  o ld er urban and 
ru ra l commun ities . I t  coordina tes th is  work w ith  a network o f Community In vest­
ment O ff ic e rs  (CIO) loca ted in  the  12 Federal  Home Loan Banks.

OCI has a dual mission : i t  provides ed uc at ion,  in fo rm at ion exchange and 
te ch nica l assis tance on community investment issues and programs to  CIOs, the 
in dustr y , othe r government agencies, st ate  and lo ca l governments, community and 
spec ial  in te re s t o rg aniz a tions;  and i t  ass is ts  ot he r Bank Board o ff ic e s  in  re la te d 
a c t iv it ie s  throug h recommendations on le g is la ti o n , app lica tion  revie ws , advice on 
examinations and sup port fo r  CRA enforcement a c t iv it ie s .

The o ff ic e  rep resents  the  Bank Board on numerous interag en cy  workin g groups 
developing po lic ie s  and programs on issues  such as urban c re d it  commercial r e v it a li  
za tion , neighborhood s e lf -h e lp , and small  communities  and ru ra l are as.  The o ff ic e  
is  als o repo ns ib le fo r  the  Bank Boa rd's  e ff o r ts  to  encourage energy co nserva tio n 
and serves on two subcommittees o f the  White House Energy Outreach Task Force .
Among the  in it ia t iv e s  in  th is  area are tr a in in g  session s which have now reached 
more than  1000 lend er s,  an in fo rm at ion bo ok le t, seve ral  a r ti c le s  and a videotape 
on energy co nserva tio n programs by lend ers.

OCI had ov ers ight  re s p o n s ib il it ie s  fo r  the  jo in t  FHLBB-FDIC study o f the  
Home Mortgage Disclos ur e Act and developed recommendations fo r  ex tend ing  and 
st reng then ing the  Act . The o ff ic e  als o adv ises  the  O ff ic e  o f Exam inations and 
Su pervision in  deve lop ing  improved gu idel ines  fo r CRA exam ina tions , and recomnends 
to  the  Board on app lic a tions where CRA performance qu es tions  have been ra ised.  

OFFICE OF GENERAL COUNSEL

This  o ff ic e  is  the ce ntra l co ord inatin g po in t w ith in  the Federa l Home Loan 
Bank Board fo r a ll  lega l mat ters  and is  resp on sible fo r  the  re pr es en ta tio n o f the 
Board, i t s  members and the  FSLIC in  l i t ig a t io n  in  the  co ur ts  and in  the ad ministra  
ti v e  proceedings in vo lv in g a ll  enforcement  a c t iv it ie s  of the Board.  The O ff ic e  is  
di re cted  by the  General Counsel and Deputy General Counsel, and th ree Senior  
Associa te General Counsels, w ith  s ta f f workin g in  nine d iv is io n s , each headed by 
an Assoc iate General Counsel .
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Of fice of the Senior Associa te Ceneral Counsel fo r Po licy  and Administrat ion

The Senior Associate Ceneral Counsel fo r Po licy and Ad ministration  is  
respons ible  fo r the management and superv ision of the Le gislat ion D iv is ion,  
Regulations D iv is io n, Research and Analysis  Divis ion and the Ad minis tra tion 
Div is ion.

Le gisla tio n Divis ion

This Div ision  is  responsible fo r preparing a ll  le g is la ti ve  proposals submitted 
by the Bank Board to  the Congress and prepares major Bank Board po lic y statements, 
in the form of  test imony,  to be presented at Congressional hea rings. This Divis ion 
also analyzes and monitors a ll  b il ls  pe rtine nt  to  the Agency and prepares rep orts of 
the Bank Board's views on pending le g is la ti o n . The Di vis ion compiles and analyzes 
the le g is la tive  hi st or y of  laws which the Bank Board must implement.

The Divis ion has succeeded in pro vid ing  it s  services in a tim ely and e ffective  
fash ion wi th a minimum of  s ta ff . During fi sca l years 1979 and 1980, the Divis ion 
performed a grea t deal of  work in connect ion with the ul tim ate enactment of  Pub lic 
Law 96-221, inclu din g mon itor ing the le g is la ti o n , preparing testimony and dra ft in g 
amendments and le g is la tive  h is to ry . The Divis ion has also been working on imple­
menting the le g is la tion , both in terms of  preparing reg ula tions  and in performing 
lega l research to  as sis t other o ff ic es. In fisca l years 1979 and 1980, the Div ision  
prepared le g is la tive  proposals to libe ra li ze  co lla te ra l requirements fo r advances, 
increase FSLIC insurance coverage of pension and pu bl ic unit funds, permit second- 
t ie r  serv ice corpo rations, re s tr ic t bank take -overs of savings and loan associa tions,  
and correct technical problems in Public Law 95-630.

Regula tions Divis ion

This D iv is io n, in  cooperation with oth er Bank Board o ff ic es , dr af ts  and prepares 
fo r pu bl ica tio n in  the Federal Reg ister reg ula tions  and po lic y statements which 
implement the Bank Board's statutor y auth ori ty , po lic ie s, ob jec tives  and d irective s.  
The Divis ion also issues opin ions in te rp re tin g many areas of  the regu lations .

Due to  changing economic con dit ions and ad di tio na l st atutor y enactments, new 
reg ula tions and amendments to  ex is tin g reg ula tions  have grea tly  increased in  number. 
Since Ju ly 1979, th is  Divis ion has ass isted in  promulgation by the Board of 28 
proposed and 63 fi n a l,  new or amended regu latio ns , po lic y statements, or ru lin gs.

There is  every indi ca tio n that  the regu latory workload of  the o ff ic e  w il l 
expand through fisca l years 1981 and 1982 as the magnitude, momentum and complexi­
ties of  the savings and loan ind ustry  increase.

Research and Ana lysis  Div ision

This Div is ion has re sp onsi b ili ty  fo r de ta ile d legal analysis  and research of  
issues of concern to  the Bank Board such as questions of co nst itu tio nal law, tax law 
issues, inc luding  taxa tion of  savings and loan associa tions, home mortgage in s tr u­
ments, savings account in te re st  and taxa tion of  the Federal Home Loan Bank System, 
c iv il  right s issues,  and oth er general matte rs of concern to the Bank Board.

The Research and Ana lysis  Divis ion was created as a re su lt of  the 
reorganization of  the Office  of Ceneral Counsel in Ju ly 1980. The functions of th is  
Divis ion were pre vio us ly handled by several oth er Divis ions  w ith in  the Offi ce  of 
General Counsel.
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Adminis tration Divis ion

This Divis ion has re sp onsib ili ty  fo r hand ling contrac tua l and leasing issues 
regarding the Bank Board bu ild in g, EEO complaints and adverse act ion  hearings, 
compliance with the Freedom of  Information and Sunshine Acts,  as well as other 
adminis tra tive matters re la ting  to the Bank Board, lab or negotia tions fo r the Bank 
Board, and the to r t claims made against the Board.

The Adminis tra tion Di vision  was also created as a re su lt  of  the recent 
reorganiza tion  of the Office  of  General Counsel.

Of fice of the Senior Assoc iate General Counsel fo r Operations

The Senior Associa te General Counsel fo r Operations is  responsible fo r the 
management and superv ision of  the L it ig a tion  D iv is io n, FSLIC D iv is io n, and 
Compliance D iv is ion.

L it ig a tion  Divis ion

The L it ig a tion  Divis ion represents the Agency in  v ir tu a ll y  a ll  cou rt cases 
inv olvin g the Bank Board and provides li ti g a ti o n  assistance in other legal  
proceedings as nay be requ ired.

Such li t ig a ti o n  may ar ise  as a re su lt of  the grant  or denia l by the Board of 
ap pli ca tions fo r ch ar ters , branches, mobile fa c il it ie s ,  convers ions, el ec tro nic 
funds tran sfer  system te rm inals,  and mergers of  Federal savings and loan 
ass ociat ions, and the grant or denia l by the Board, as the operating head of  the 
FSLIC, of  hold ing company appli ca tions and appl ica tions  fo r insurance of accounts. 
The Board also  pa rti cipa tes in  lawsui ts that  involve challenges to the v a li d it y  of 
Board regula tions or to the exc lusive nature of  the Board's au thor ity  over 
Federal ly-c hartered  savings and loans.

During the f i r s t  eig ht months of fi sca l year 1980, the L it ig a tion  Divis ion  
handled d ir ec tl y  40 law sui ts in Federal d is tr ic t  courts around the coun try against 
the Board, the FSLIC and/or the Board's s ta ff . In ad di tio n,  the Divis ion rep re­
sented the Bank Board as amicus cur iae in six cases. The s ta ff  also  authored 
numerous memoranda and opinions to r,  and  on beh alf of  the General Counsel and the 
Bank Board on se ns itive  matte rs inv olvin g actua l or po tent ia l law su its . In 
ad di tio n,  the Divis ion coord inates and works wi th  the Department of  Justice with 
respect to  ce rta in  li t ig a t io n  matters invo lving  savings and loan associa tions, and 
prepares legal opin ions and memoranda fo r the use of  that  Department in connection 
with such mat ters .

FSLIC Divis ion

The FSLIC Divis ion provides legal advice and assistance in  connect ion with 
the FSLIC's de faul t prevent ion and fin an cial  assistance a c ti v it ie s . I t  provides 
advice on such matters as co nt rib ut ion agreements, receivers  and conservators, 
liq u id a tion, insurance of  accounts , bonding, and su its  aga inst  di rector s and 
o ff ic ers  of savings and loan associa tions.

For fi sca l year 1980, th is  Di vis ion negotiated and drafted  agreements and 
accompanying documents that  prevented the fa ilu re  of  nine problem associa tions.
The s ta ff  also expended subs tan tia l e ff o rt s  toward remedying the problem sta tus  of 
three other associations and pre lim ina ry e ff o rt s  were begun toward the reso lutio n 
of the problems of  fou r oth er associa tions.  The Div is ion has re sp onsib ili ty  fo r 
negotia ting and preparing documents fo r the term ina tion of  exist ing co nt rib ut ion 
agreements and superv ising FSLIC li ti g a ti o n  against  former di rector s of assisted 
associa tions, li t ig a ti o n  invo lving  assisted  assoc iations  and act ions cha llen ging 
the appointment of the FSLIC as rece ive r.

C-42



257

Federal Home Loan Bank Board

Compliance Divis ion

The Compliance Divis ion conducts inve st igat ions  of  suspected statu to ry  or 
reg ula tory vio la tio ns and unsafe and unsound pra ctices by fe der ally  insured savings 
and loan associa tions, and brings ad minist ra tive enforcement act ions leading to insurance.

The Divis ion also is  responsible fo r preparing a ll  cr im inal  reference le tt e rs  
sent to  the Department of Justice  and pro vid ing  such assistance as may be requested 
by that  Department, in  regard to these references. Criminal reference le tt e rs  are 
sent to  the Justice  Department where evidence obtained dur ing an examination of  an 
insured savings and loan association indic ates  th at  a crime may have been committed.

During fisca l year 1980, the Div ision  completed 8 formal examinat ions, 6 
informal examinations re su lting  in  3 cease-and-desist orders , 2 removal and/or 
pro hib iti on orders and 15 de ta ile d cr im inal  re fe rr a ls . The Div ision  processed 474 
Form 366 re fe rr a ls  (De falcation Reports)  of  which 74 were re ferre d to  the Department 
of  Ju st ice.  In ad di tio n,  the Divis ion conducted 5 in te rnal  agency inve st igat ions  and drafted  2 supervisory  agreements.

Office  of the Senior Associa te General Counsel fo r Secu rit ies and BusinessTransactions

The Senior Associate General Counsel fo r Se cu rit ies and Business Transactions is  responsible fo r the management and sup erv ision of the Se cu rit ies Di vision  and 
Business Transactions D iv is ion.

Se cu rit ies Di vision

The Se cu rit ies Divis ion is  responsible fo r admin istering  and enforcing 
pro vis ions of  the Se cu rit ies Exchange Act of  1934 as i t  re lates to  regu lating 
se cu rit ies re g is tr a tion , pe riodic  repo rt ing,  proxy so li c it a ti o n  and the ins ide  
trad ing of  stock of  reg istered  stock savings and loans. This Divis ion processes 
appl ica tions  fo r conversions by savings and loans from mutual to  stock form and 
also  processes sta te stock to  Federal stock convers ions as soon as reg ula tions  
se tting  fo rth  the procedure fo r such conversions are adopted. The Secu rit ies 
Divis ion also evaluates appli ca tions fo r issuance of subordinated debt, commercial 
paper, Eurodolla r ce rt if ic a te s , and mortgage-backed bonds by associa tions, and 
reviews annual reports fi le d  by savings and loans under the Bank Board's co n fl ic t of in te re st  regu latio ns .

During fisca l year  1980, th is  Divis ion recomended and the Board approved 
67 mutual to  stock convers ion ap pl icat ions . As an adjunct to  these 67 mutual to 
stock convers ions, 21 ad di tiona l converted ca pi ta l stock assoc iations  have 
reg istered  under the '34 Act and thereby are required to  make fu ll  disc los ure  fo r 
the be ne fit  of  the investing  pu bl ic . The regis tered companies, which now to ta l 87, 
w il l cont inue to  increase as more mutual associatio ns are converted to  the stock form.

Business Transactions Divis ion

The Business Transactions Divis ion is  responsible fo r pro vid ing  advice 
concerning the legal aspects of merger, ho ldin g company and remote service un it 
ap pl icat ions . This div is io n also  provides reviews of  novel lega l issues raised 
in  a ll  oth er types of  ap pl icat ions , inc luding  permission to  organ ize Federal 
associa tions, branch o ff ices and nobi le fa c il it ie s  of  Federal associa tions, 
conversions from sta te to  Federal mutual ch ar te r,  change in contro l of service 
corpo rations, insurance of accounts and Federal home loan bank membership.
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The Divis ion  prepares a lega l opinion on each ap pl icat ion presenting novel and 
unusual issues. From June 1979 through May 1980, th is  D iv ision  prepared or cleared 
64 non-standard Board Resolutions  and prepared 425 legal op inions.

OFFICE OF EXAMINATIONS AND SUPERVISION - WASHINGTON OFFICE

The Of fice of  Examinations and Superv ision cons ists of  a headquarters o ff ic e  
in Washington, 0. C. and fi e ld  off ices (in clu ding  d is t r ic t  o ff ic es and subsidiary  
area o ff ic es)  in each of  the 12 Federal Home Loan Bank d is tr ic ts .  The Washington 
Office :

1. Directs the fi e ld  o ff ices in conducting examinat ions of  FSLIC-insured 
savings and loan associatio ns to  determine th e ir  fin ancia l safety and 
soundness and to  determine th e ir  compliance wi th Federal statutes  and 
Bank Board regu latio ns ; provides na tio na lly -con sisten t procedures and 
methods fo r conducting examinations by fi e ld  o ff ic e s ; develops and imple­
ments new management systems w ith in  fi e ld  off ic es which promote the review 
and ea rly  detec tion o f associations in po tent ia l financi a l d is tress ; con­
ducts or supervises tra in in g  of  fi e ld  examination personne l; coord inates 
examination procedures, tr a in in g  and po licy wi th  counterp art sta te regula­
to ry  au th ori tie s wi th  respect to  state -ch artere d in s ti tu ti o n s , and provides 
d irection, guidance and support fo r the day-to-day administra tion of fi e ld  
off ices  and personnel.

2. Reviews reports  of  examinations of individ ua l assoc iations  to determine 
the necessi ty of  co rre ct ive supervisory ac tions ; coordinates  the 
implementation of  supervisory actions wi th supervisory agents in the 12 
Federal Home Loan D is tr ic t Banks and, as necessary, wi th  counterpart sta te 
regula tory auth ori tie s in  the case of  state -ch artere d in s ti tu ti o n s ; monitors 
and supports actions taken by the supervisory agents to  improve associa tion  
polic ie s, practices or fin ancial co nd ition ; and communicates and coordinates 
po lil c ie s  and procedures among supervisory agents necessary fo r natio na lly - 
consisten t ad min is tra tio n,  Board decis ions, polic ie s and reg ula tions 
af fe ct ing the superv ision of associatio ns.

3. Reviews ap pl icat ions , fin ancia l statements and oth er documents submitted 
by associa tions to  the Board in terms of  regu latory compliance, po tent ia l 
supervisory concern, or c iv il  rig ht s im pl icat ions , as appro pr iate,  and 
makes recommendations to  the Board or other Bank Board off ic es wi th  respect 
to acceptance, approval or disapproval .

4. In cases of  actual or po tent ia l associa tion  fin ancial d is tress,  advises 
the Board and oth er Bank Board s ta ff  with respect to  fin ancia l co nd ition ; 
recommends to  the Board app ropriate act ions  to  resolve  problems inclu din g 
cease and desis t orders , removal of  o ff ic e rs , termina tion of insurance , 
merger, liqu id a tion , or purchase of  assets; and ca rri es  out d ir ec tl y  or 
assis ts other Board o ff ices or O is tr ic t Banks in ca rry ing out Board 
decis ions in such cases.

5. Provides po lic y advice and recommendations to  the Board and other Board 
off ices wi th respect to  implementation and effect iv e  enforcement of 
app licable  Federal c iv il  rights  and consumer protec tio n statutes ; and 
administers in conjunction  with supervisory  agents responses to  and 
res olu tions  of complaints from consumers regarding associa tions.

6. In coo rdination with oth er Bank Board off ices fo r ac tion by the Board, 
in it ia te s  or pa rti cipa tes in the development, review, and clearance of 
new or amended Board reg ula tions  or oth er po lic y issuances; in it ia te s  or 
pa rti cipa tes in the development of  reg ula tory reform agenda, as needed, 
in coo rdination wi th oth er Federal agencies, pro fessional organizat ions 
from the savings and loan or accounting indust rie s,  sta te reg ula tory 
auth ori ties, publi c in te re st  organizat ions and the pu bl ic .
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OPERATIONS AND ECONOMIC ANALYSIS

T h is  j o i n t  a c t i v i t y  is  execu te d  by  th e  In fo rm a ti o n  Sy stem s D iv is io n  and 
th e  O f f ic e  o f  P o li c y  and Ec on om ic R esearc h. I t  in v o lv e s  th e  d e s ig n  o f  s t a t i s t i c a l  
and  d a ta  p ro c e s s in g  p ro c e d u re s , and th e  c o l le c t io n ,  e v a lu a t io n  and p ro c e s s in g  o f  
la rg e  am ou nts o f  d a ta  f o r  use by  th e  Bank B o a rd , o th e r  Gov ernm en t e n t i t i e s ,  th e  
in d u s t r y ,  and th e  p u b l ic .  The re  a re  85 p o s i t io n s  a ss ig n e d  t o  t h i s  j o i n t  a c t i v i t y .

F o ll o w in g  is  a mo re d e ta i le d  d e s c r ip t io n  o f  th e  fu n c t io n s  and  r e s p o n s ib i l i t ie s  
o f  th e  o f f i c e s  in v o lv e d  in  t h is  j o i n t  a c t i v i t y .

ANALYSIS OF OPERATIONS -  INFORMATION SYSTEMS DIV IS IO N

T h is  p a r t  o f  th e  j o i n t  a c t i v i t y  is  execu te d  by  th e  In fo rm a ti o n  Sy stem s 
D iv is io n .  The D iv is io n  p ro v id e s  a w id e  v a r ie t y  o f  d a ta  p ro c e s s in g  s e rv ic e s  to  th e  
Bank B o a rd , i t s  s t a f f ,  th e  sa v in g s  and lo a n  in d u s t r y ,  th e  p u b l ic ,  th e  f in a n c ia l  
com m un ity , and s e le c te d  Gov ernm en t a g e n c ie s . S e rv ic e s  ra nge fr o m  th e  c o l le c t io n ,  
c o r r e c t io n  and p ro c e s s in g  o f  b o th  s a v in g s  and  lo a n  s u rv e y  and  Ban k Boar d a d m in i­
s t r a t i v e  d a ta ,  t o  in fo rm a t io n  r e t r ie v a l  and  a n a ly s is  f o r  s p e c ia l s tu d ie s  and  
in q u i r ie s .

Two o f  i t s  c o n t in u in g  o b je c t iv e s  a re  th e  im p le m e n ta ti o n  o f  c o s t  e f f e c t iv e  
a d m in is t r a t iv e  and  f in a n c ia l  sy st em s f o r  e f f i c i e n t  Bank Bo ard re s o u rc e  man ag em en t, 
and  com pre hensiv e  s a v in g s  and lo a n  su rv e y  sys te m s w i th  ra p id  d a ta  a v a i l a b i l i t y  t o  
s u p p o rt  th e  Bank B o a rd 's  e f f o r t s  t o  pro m ote  th e  g ro w th  and  ec onom ic  v i a b i l i t y  
o f  th e  s a v in g s  and lo a n  in d u s t r y .  R e a li z a t io n  o f  th e se  o b je c t iv e s  p ro v id e s  manage­
me nt and o p e ra t io n a l a re as  w i th  th e  in fo r m a t io n  t o  e v a lu a te ,  p la n  f o r  and c o n t r o l :

1 . P ers onne l re q u ir e m e n ts  to  c a r r y  o u t th e  ag en cy  m is s io n .

2 . The F e d e ra l Home Loan B anks ' s ta tu s  and p e rf o rm a n ce .

3 . In su re d  member a s s o c ia t io n  f in a n c ia l  o p e ra t io n s .

4 . The h o u s in g  m ark e t se rv ed  by  th e  F e d e ra l Home Loan Bank Sys te m .

5 . E x te rn a l f a c to r s  a f f e c t in g  th e  ag enc y m is s io n  and o p e ra t io n s .

To in s u re  th a t  th e  o b je c t iv e s  ab ov e a re  f u l l y  s u p p o rt e d  by  th e  In fo rm a ti o n  
System s D iv is io n ,  th e  fo ll o w in g  o n g o in g  a c t i v i t i e s  w i l l  be c o n d u c te d :

1.  Support  th e  p r a c t ic a l a p p li c a t io n  o f  ad va nc ed  com pute r te c h n iq u e s .

2 . Im pr ov e th e  t im e li n e s s  and  q u a l i t y  o f  s e rv ic e s  and  e x is t in g  sys te m s.

3 . C o n tinue  th e  deve lo pm ent o f  sy st em s to  in c re a s e  th e  e f fe c t iv e n e s s  o f  
in te r n a l ag en cy  a d m in is t r a t io n .

4 . In s u re  th a t  re sponse to  unsch edu le d  re q u e s ts  f o r  ADP s e rv ic e s  me et u se r 
ne ed s in  a t im e ly  m an ne r.

5 . P ro v id e  e f f e c t iv e  in te r n a l  manag ement and  a d m in is t ra t io n  o f  th e  D iv is io n .  

W ork lo ad

D u ri n g  th e  budget p e r io d ,  th e  ADP a c t i v i t y  w i l l  p ro v id e  s u p p o rt  f o r  m a in te ­
na nc e and m o d if ic a t io n  o f  o ve r 60 r e c u r r in g  p ro d u c t io n  sys te m s, as  w e ll  as fu r n is h  
sy st em s and p ro g ra m in g  f o r  im p le m e n ti n g  ad ho c p r o je c ts .  New in fo r m a t io n  sys te m s 
w i l l  be deve lo ped  to  s u p p o rt  th e  B o a rd 's  p o l ic y  m ak ing and  s u p e rv is o ry  f u n c t io n s  
and  f o r  adhere nce  to  l e g is l a t i v e  and s t a tu t o r y  o b l ig a t io n s .  S tr o n g e r  em ph as is
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from the  le g is la ti v e  and ju d ic ia l branches has been focused on SfiL lend ing pa tte rns 
to  id e n ti fy  po ss ib le  d is crim in a to ry  len ding  p ra c tices , and on f u l l  di scl osu re  of 
in fo rm atio n. Pro ject s to  sup por t new in fo rm at ion requirements  includ e:

1. Federal Savings and Loan Insurance Co rporat ion (FSLIC)

The FSLIC plans to  conv er t the  automated Insura nce Cla im System now 
op erat ing at  a commerc ial se rv ice bureau to  the  Bank Bo ard's  DEC-10 
computer. Th is system gives the  FSLIC the a b il i t y  to  expe di te  an 
insu rance pa yout,  i f  neces sary, u t i l iz in g  automated tec hn iqu es  and 
co ntrol  procedure s. The ne ce ss ity  to  opera te th is  system us ing  in-h ouse 
c a p a b il it ie s  is  due to  being ab so lu te ly  ce rt a in  th a t a ll  computer re ­
sources fo r  a payout would be ava ila b le  on a demand basis . Althou gh the 
cu rren t se rv ice bureau does in d ic a te  a lim it e d  cap ac ity  to  respond to  
the  dynamic aspects o f a payou t, the  ab so lute  conf ide nce o f u t il iz in g  
ISO resources  is  necessa ry to  meet the  FSLIC needs.

2.  Consumer A ff a ir s  -  C iv il  R ight s,  O ff ic e  o f Examinat ions  and Su pe rvisio n
(OES) - The Community Reinvestment Act (CRA)

CRA re qu ire s each in s t it u t io n  to  de fin e i t s  serv ice area . Based on th is  
d e fi n it io n  examiners from  the  s ta f f o f OES are requ ire d to  as ce rtai n th a t 
in s ti tu ti o n s  are mee ting the  c re d it  needs o f th e ir  area . The on ly data  
which was ava ila b le  to  ass is t the examiners in  th is  process  was 1970 
census da ta . I t  is  cu rr e n tl y  an tic ip ate d th a t 1980 census data  w il l be 
ava ila b le  in  ea rl y  1982. Based on the  experience o f the  examiners in  
us ing  the  1970 census da ta , the  1980 census w i l l  be acq uired  at the  
e a rl ie s t po ss ib le  time and new re po rts data  w i l l  be produced to  assi st 
the  examiners in  de term in ing CRA com pliance .

3. Adm in is trat ion O ff ic e  - General Ledger

The sup por t sys tens necessary to  prov ide  data fo r  en try in to  the  general 
ledg er records  o f the  Bank Board are cu rr e n tl y  automated. These systems 
includ e p a y ro ll ; accounts payable ; fu rn it u re , fi x tu re s  and equipment, 
e tc . In a d d it io n , a system already ex is ts  to  ana lyze the  budget o f the  
Bank Board and to  id e n ti fy  var ian ces to  the  budge t. A ll  these data  are 
then  analyzed and en tered  in to  the  general  led ge r us ing  manual pro ced ure s. 
In orde r to  ga in b e tt e r co ntro l ove r the po st ing to  the  general led ger 
and expe dite the  cl osin g o f books on a month ly and period ic  basis,  ISD 
expects  to  develo p an automated system to  ass is t the C o n tr o lle r' s  D iv is io n  
in  imp rov ing performance in  th is  are a.

The In fo rm at ion Systems D iv is io n  w i l l  co nsist  o f 56 posit io ns in  fi s c a l years  
1981 and 1982.

ECONOMIC ANALYSIS - OFFICE OF POLICY AND ECONOMIC RESEARCH

This O ff ic e  is  re sp on sibl e fo r  po licy  and economic an al ys is  in  the  area of  
general economic developments, cap ita l and mortgage ma rke ts,  hous ing , the  sav ings 
and loan  in dustry  and competing  fi na nc ia l in te rm ed ia ries, and matters re la ti n g  to  
le g is la ti o n , re gu la tio n , and po lic ie s  o f the Bank Board.

The O ff ic e  has many s p e c if ic  as wel l as genera l fu nctions:

1. The development and maintenance of a program in  ba sic  and ap pl ied research  
designed to  inc rease the  und ers tanding o f the  sav ings and loan  indu st ry  
and of the  savings and mortgage markets in  which i t  op erates .
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2. The development and maintenance of  a s ta ti s ti c a l and econometric program 
to prov ide current info rmation  to  the Bank Board and to  make i t  possible 
to perform both current and e ffect iv e  research.

3. Economic analyses and cr it iq ues of  on-going and proposed Bank Board 
po lic ie s, regu lations , and le g is la tion  fo r Bank Board use. The Offi ce  
collaborates with other o ff ices through intra-agency committees and oth er 
means in design ing and formula ting new po lic ie s, regu la tio ns , and le g is ­
la tion .

4. Advising the Board and Bank Board off ic es of  th is  O ff ic e 's  views on 
sp ec ifi c matters having economic ra m ifi ca tio ns,  such as the an ti-c om pe ti­
tive  aspects of  mergers and holding company ac qu is ition s.

5. Mon itor ing general economic and fin ancial developments so as to  prov ide the 
Bank Board with an adequate updated knowledge of  the economic environment 
necessary fo r the formula tion and execution of  po lic y.  This includes the 
prep aration  of general economic reports ba sica lly  concerned wi th the 
housing, savings, and mortgage markets.

6. Maintenance of working re la tio ns hips  in fo rm al ly  and through interagency 
committees with the Treasury Department, Council of Economic Adv isers, 
Federal Reserve System, Offi ce  of Management and Budget, and the Depart­
ment of Housing and Urban Development; a c ti v it ie s  wi th the Federal Home 
Loan Banks on research and po lic y pr ojec ts ; and lia is on wi th  univers iti es 
and oth er public  and pr ivate org an iza tions .

7. Rep on sibi lit ies fo r pu bl ica tio ns  aris in g out of the O ff ic e 's  work and 
analyses. These include selected  chapters of  the Annual Report of  the 
Bank Board, the Housing Finance Review, a rt ic le s  and monographs published 
as working papers, and preparation of  s ta ti s ti c a l data fo r pe riodic  Bank 
Board pu bl icat ion.

8. Overseeing the Bank Board's contrac t wi th the Agency fo r In ternat iona l 
Development (AID) and the Federal Home Loan Banks* part ic ip ation in the 
AID Housing Guarantee Program. This also invo lves  developing a program 
in  in te rnat iona l housing research.

9. Prov iding research support and advice to  other Bank Board o ff ic es . This 
includes provid ing  technical assistance fo r the development of  both 
in te rnal  and contracted research.

10. Assuring and mon itor ing outside contrac ts fo r research projec ts  on 
top ics  concerning the savings and loan indu st ry .

11. Mon itoring secondary mortgage narket a c ti v it ie s , in pa rt ic u la r those of 
the Federal Home Loan Mortgage Corporation and pro vid ing  s ta ff  support to 
the Bank Board in  it s  ro le  as the Board of  Di recto rs of  the Mortgage 
Corporation.

12. Providing s ta ff  support fo r the Board Chairman's membership on the 
Depository  In sti tu tions Deregulation Committee.

Workload and Personnel Requirements

The research a c ti v it ie s  of the Offi ce  of  Po licy and Economic Research 
encompass a wide range of economic, fi nanc ia l,  reg ulatory and po lic y areas. The 
The Offi ce  of Po licy and Economic Research conducts both short -run polic y oriented  
research and long-term  research on var ious aspects of savings and loan operations 
and the housing and mortgage finance system. Additi onally , the S ta ti s ti ca l
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Divis ion in the Of fice of  Po licy  and Economic Research is  responsible fo r co lle c t­
ing and monitoring reports fo r the savings and loan indu stry and fo r producing 
s ta ti s ti c a l reports and spec ial reports on selected aspects of savings and loan 
ope ratio ns.

The s ta ff  of th is  Office  is  qu ite  small in re la tion  to  other Federal agencies 
and cons idering the widespread impact of the t h r i f t  indu stry upon the general 
economy. The large pro jected increase in housing needs over the coming decade 
makes i t  imperative that  the Bank Board have adequate in te lli gence  designed to 
improve it s  ro le and performance. The Of fice w il l cons ist  of  31 posit ion s in 
Fiscal Years 1981 and 1982.
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ADMINISTRATIVE SERVICES

The fo llowing  off ices and posit ion s are included in th is  a c ti v it y  fo r fi sca l 
year  1982; Adminis tra tion Office  (5 );  C ontro lle r’ s Divis ion (40); Budget Divis ion 
(8) and the Adminis tra tive Services Divis ion (49 ).

Following  is  a more de ta ile d de sc rip tio n of  the fun ctions and re sp onsib ili ­
ties of  the off ices involved in performing ad minist ra tive se rvi ces.
ADMINISTRATION OFFICE

The Di rector  of Ad minis tra tion has d irect  re sponsib ili ty  fo r the admin i­
s tr a tion , coord ina tion, and management of  the fo llo wing four  opera ting un its  which 
provide serv ice to a ll  off ices of  the Federal Home Loan Bank Board and the Federal 
Savings and Loan Insurance Corporation:  (1) Administrat ive  Services D iv is io n; (2) 
Controlle r's  D iv is ion;  (3) Budget D iv is io n; and (4) Info rmation  Systems Div is ion,  
which fo r a c ti v it y  purposes, is  included under Operations and Economic Ana lys is.  
The Dire ctor , on behalf of  the Chairman, also has management re sponsib ili ty  fo r 
the a c ti v it ie s  of  the Small and Disadvantaged Business U ti li z a ti o n  O ffi ce .

Controlle r's Divis ion

The Controlle r's  Di vis ion plans,  develops, and executes the fin ancial and 
fi sca l polic ies of the Bank Board and the Federal Savings and Loan Insurance 
Corporation (FSLIC). The Divis ion consists  of  three  branches: Travel Management, Accounting Services, and Operations.

The primary re sponsi b ili ty  of  the Travel Management Branch is  to handle a ll 
matte rs re lated to the Bank Board and FSLIC tr ave l.  This re sponsib ili ty  inc ludes:

1) ac ting as a central coord ina tor  fo r a ll  tra ve l matters.  This 
includes the prepara tion, fo r higher lev el approva l, of  the 
Bank Board and FSLIC trav el  po lic ie s and making recommendations 
to  higher management fo r improving tra ve l prac tices .

2) pro vid ing  record keeping and phys ical maintenance of  a ll  Govern­
ment Transporta tion  Requests used by Bank Board and FSLIC employees.

3) provid ing  assistance to a ll  employees re loca tin g to new duty 
stat ions .

4) veri fy in g , au di tin g,  and/or approving a ll  tra ve l vouchers and 
trav el  advances.

The primary re sponsib ili ty  of  the Accounting Services Branch is  to  plan, 
develop and main tain the accounting systems and methods to  re fl e c t the resu lts  
of a ll  Bank Board and FSLIC tra ns ac tio ns . The functions inc lude:

1) rece iving  and reco rding a ll  rec eip ts cons ist ing prim ari ly  of 
examination fees, general assessments, insurance premiums, 
rece ipts from asset dis posa l, Freedom of  Information b il li n g s , 
and ren ta l income.

2) mainta ining a ll  requested accounting reco rds. These involve 
expense ledgers , general ledgers, investment ledgers, and 
cash rec eip ts and inventory purchase jour na ls .
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3) prepar ing  fi n a n c ia l re po rts fo r  in te rn a l management se rv ice s 
and fo r  othe r Federal agenc ies .

4) an aly zin g and recommending assessments to  be made on the 
Federal Home Loan Banks and on the  FSLIC.

The Opera tion s Branch is  responsible fo r  the payro ll and b i l l  pay ing  func ­
tio ns of the  Bank Board and the FSLIC. The re s p o n s ib il it ie s  includ e:

1) prepar ing  the  agency payro ll and associa ted  p a y ro ll , earnings 
and leave re port s .

2) processing a ll  invo ices  and disbursement vouchers associa ted  w ith  
the normal da y- to-day  op erat ions  o f the  Bank Board and FSLIC.

3) conducting sp ec ia l stud ies o f employee a c t iv it ie s  re la te d to  
leave,  ea rnings and ot he r pay re la te d mat te rs .

4) pr ov id ing coo rd inatio n and co ntrol  ove r a ll  b i l l  pay ing 
a c ti v it ie s  in  orde r to  make proper  disburseme nt.

Workload

The D iv is io n cont inu es  it s  long  range program to  improve and fu r th e r automate 
and in te gra te  the  Bank Bo ard's  and FSLIC's acc ounting  system s. In fi s c a l year 
1979 on -l in e  computer te rm in als  were in s ta lle d  to  expe di te  the updating o f in fo r ­
mation fo r payr o ll pre pa ra tio n. The D iv is io n  has als o implemented cash improve­
ments re su lt in g  from the  Pre side nt 's  Re organiz ation  P ro ject  fo r Cash Management.
An automated on -l in e  system fo r Payment o f Insu rance was developed, tested  and 
adopted to  fa c i l i ta t e  qu icke r disbursement to  save rs in  the  event o f a d e fa u lt .
In add it io n , the  D iv is io n  was ex te ns ivel y inv olve d in making changes to  the  au to­
mated accounting systems in  orde r to  accomodate the  re org ani za tio na l changes 
in  the  Bank Board and the  FSLIC.

Dur ing fi s c a l year 1980 addit io na l o n -l in e  te rm inal s were in s ta lle d  to  
expe dite the  up dating o f the  accounts payable and the  accounts rece ivab le  b il l in g  
systems. These changes as wel l as some othe rs  have enabled the  D iv is io n  to  handle 
an increa sed  work load  w ith ou t hav ing to  inc rease s ta f f .

Budget D iv is io n

The prima ry re s p o n s ib il it ie s  of  the Budget D iv is io n  are to  plan and co ntro l 
the  annual bud gets. The funct ions  includ e:

1) su pe rv is ing the  pr ep ar at ion and pub lica tion  o f the  Bank Board 's 
and FSLIC's budget es tim ate s to  the  0M8 and to  the  Congress.

2) revie wing and an aly zing  budget es tim ates  and su pp or tin g j u s t i ­
fi c a ti o n  fo r  reasonablene ss,  acc ura cy, completeness , p ro p rie ty , 
and conformance w ith  Bank Board po lic ie s  and programs.

3) advance app rova l o f major ex pe nd itu res and po s it io n  con tr o l.

4) pr ep ar ing budget va riance re po rts in cl ud in g an alys is  of  
cur re nt  ac tual  versus budget es tim ates , and prep ar at ion of  
quarte rl y  apport ionments o f approved budget fo r  0MB ap prov al .

5) de ve lop ing  and maintaining  manuals o f budget proced ure s, 
p o li c ie s , and pra c tices .
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Adm in is trative  Services D iv is io n

The Adm in is tr a tive  Se rvic es D iv is io n , through  i t s  th ree Branches - Procure­
ment Management, F a c il it ie s  and Specia l Service s,  and Management Ana lysis - pro­
vides suppor t se rv ice s fo r a ll  Head quarters and F ie ld  O ffi ce s o f the  Bank Board . 
The D iv is io n ’ s re s p o n s ib il it ie s  includ e op erat ion and maintenance o f the Head­
qu ar te rs  b u ild in g , a ll  co ntracting and procurement a c t iv it y ,  prop er ty  management, 
in te rn a l management stud ies and p ro d u c ti v it y  measurement, the P ri n t Shop and the Research L ib ra ry .

The D iv is io n  D irec to r is  re sp on sible fo r  the  development o f Fede ra lly  man­
dated programs fo r  energy co ns erva tio n,  oc cupa tiona l sa fe ty  and health , secu ri ty , 
and emergency preparedn ess . He has d ir e c t re s p o n s ib il it y  fo r  a ll  Headquarters 
bu ild in g  managment a c t iv it y  in cl ud in g bu ild in g  p la n t op erat ion and main tenance,  
commercial le asi ng, new construction, and in te r io r  space a llo c a ti o n . These 
a c t iv it ie s  are handled through  a commercial management con trac to r,  whose ope ra­
tions are monito red  by D iv is io n s ta f f .

The D irec to r serves as the  Bank Board 's Con trac tin g O ff ic e r w ith  re sp on si­
b i l i t y  fo r  a ll  con tracting and small procurement in c lu d in g adherence to  FPR's, 
CFR's, 0MB C ir cu la r No. A-76 and the  program fo r S oc ia lly  and Econo mic ally  Dis­
advantaged Small Business Co nt racts.

Procurement Managment Branch

The Procurement Management Branch, through the Contracts and Procurement 
Se ct ions , is  re sp on sible fo r  pr oc ur ing necessary goods and se rv ices  in  a proper  
and tim e ly  fash ion at  the  le ast po ss ib le  cost.  The Branch ins ures  adherence 
to  a ll  appl icab le  Federal  s ta tu te s , Ex ecutive Orders,  and 0MB C ir cu la rs ; proper 
prop er ty  management pro ced ure s; and ma intain s the Bank Board 's fu rn it u re , f i x ­tu re s and equipment.

The Co ntracts  Section  prepares  and executes a ll  co ntrac ts  fo r  goods and 
se rv ices  on be ha lf o f the Bank Board, ap po int s and mo nitors  the  performance 
of  co ntrac t adm in is tra to rs , ma intain s the age ncy 's o f f ic ia l  co ntract  f i le s  
and ins ures  th a t necessary in te rn a l fun din g appro va ls are ob tained p r io r  to  
the  execut ion  of con tracts .

The Procurement Section  prepares  and issues  a l l  purchase or de rs , ins ures  
pr op er ty  a cco un ta b il it y  through maintenance o f the  fu rn it u re  and equipment 
inve nto ry  and ot he r proced ure s, ope rates the  stock room, e ff ec ts  re pa irs  to  
fu rn it u re  and equ ipment, and processes and pays vouchers sub mit ted  ag ain st 
the Imprest  (p e tty  cash) Fund.

F a c il it ie s  and Specia l Services Branch

The F a c il it ie s  and Special Se rvic es Branch is  comprised o f the  Bui ld in g 
Management Sec tio n,  the P rin ting  and D is tr ib u ti o n  Sec tio n,  and the  Research 
L ib ra ry .

The B uild in g Managment Sectio n has re s p o n s ib il it y  fo r a ll  aspects of 
Headquarters  bu ild in g  op erat ion which inc lude s adm in is tra tion of the  co ntrac t 
w ith  the  bu ild in g  managment fi rm  (HVAC maintenance and oper at ion,  cu stodial  
serv ic e , bu ild in g  re pa ir s , re ta il  space le asin g, plum bing  and e le c tr ic a l 
systems, e tc ) . The Branch is  als o re sp on sible fo r bu ild in g  se cu ri ty , in te r io r
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and e x te ri o r lan dscapin g, pa rk ing,  the  Sa fet y and M ate ria ls  Recovery programs, 
the automobi le f le e t ,  the  Energy Management Program, leased space fo r  f ie ld  
o ff ic e s , the  issuance o f Government B il ls  o f La din g,  the movement and mino r 
re pa ir  o f bu ild in g  fu rn it u re , re ceip t and d e live ry  to  users o f goods de liv ere d 
to  the b u ild in g , stor ag e,  c la s s if ie d  in fo rm at ion s e cu ri ty , emergency prepare d­
ness plan s,  and the  b u ild in g 's  telecom municatio ns system .

The P ri n ting  and D is tr ib u ti o n  Sectio n opera tes  the P ri n t Shop, mail 
d is tr ib u ti o n  serv ic e , d r iv e r po ol, and co p ie r re n ta l and maintenance. The 
P rin t Shop prov ide s se rv ices  to  the  Headquarters  s ta f f  through  the op erat ion 
of o ff se t press es,  c o ll a ti n g  machines, power paper cu tt e rs , d r i l l in g  and 
punching equipment and copy ing  and bind ing mach ines.  I t  is  als o resp on sible 
fo r co pier  re n ta ls  and su pp lie s fo r the  Bank Board 's twelve  d is t r ic t  and 
nineteen branch o ff ic e s .

The Research L ib ra ry  prov ide s a general re ferenc e se rv ice fo r  a ll  Bank 
Board o ff ic e s  in clu d in g newspapers, pe riod ic a ls  and books. L ib ra ry  m ate ria ls  
de al , fo r  the  most p a rt , w ith  economics and sav ings and loan in dust ry  re la te d 
mat te rs . I t  serves as a source o f secondary research  m ate ria l fo r  a ll  o ff ic e s , 
p rim a ri ly  the O ff ic e  of Pol ic y and Economic Research. I t  als o serves as a 
de po si to ry  fo r Bank Board public ations - re port s , in dust ry  ana ly s is , e tc .

Management An alys is Branch

The Managment An alys is Branch conducts management stud ies ca rr ie d out  
through methods and procedures an alys is  and org an izatio n and manpower u t i l i z a ­
ti o n  su rveys. I t  develops and ope rate s the  Records Management Program th a t 
inc lude s re co rds,  d ir e c ti v e s , cor respondence, forms and re po rts management, 
paperwork re duction , and f i le s  maintenance . These re s p o n s ib il it ie s  encompass 
the  Pr ivacy Act and P ro d uc ti v it y  Programs fo r  the  Bank Board.  The Branch 
pu blishes the  Bank Board 's or ga ni za tio na l manual, responds to  req uests  from the  
GAO and 0MB on adm in is tr a tive  re port s , and updates adm in is tra tive  mater ia l 
in  the  Federal R eg is te r.
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Fe de ra l Home Loan Bank Boa rd 
COMPARATIVE SUMMARY OF NONADM1NISTRATIVE EXPENSES

1980 Ac tu al 1981 Es ti m at e 1982 Es ti m at e

Pe rso na l S e rv ic e s  and B e n e fi ts :

P o s it io n s:

G ro ss .............................................................. 5
Net W or k- Ye ar s..........................................  5

PERSONNEL COMPENSATION.................................  S 10 2,2 14

PERSONNEL BE NEF IT S..........................................  7.65 4

TOTAL PERSONAL SE RV ICES  ANO BEN EF IT S. . 10 9,8 68

Co nt ra ct ua l S e rv ic e s  and S u p p li e s:

Tr av el and Tra n sp o rt a ti o n  of Pe rso ns  61
Ren t,  Co mmun ica tio ns , and U t i l i t i e s .  61 6,7 12
Ot he r S e r v ic e s ........................... 1, 44 9, 96 7
Su p p lie s and M a te r ia ls ................... ........................983

TOTAL CONTRACTUAL SERV ICE S ANO 
SU PP LI ES .......................................  2, 06 7, 72 3

A c q u is it io n  of C a p it a l A sse ts :

D e p re c ia ti o n  and N o n cap it a li ze d
Equip me nt................................................... 93 1,8 14

TOTAL GROSS EXP ENSES ......................................  3, 10 9, 40 5

Le ss  Re im bu rse men ts.................................... -2 ,9 82

TOTAL NET EXPEN SES ..........................................  3 ,1 06 ,4 23

5
5

$ 125,0 00

11 ,00 0

136,0 00

-0 -
67 1,0 00

1, 77 3, 00 0
21 ,00 0

2, 46 5, 00 0

97 9,0 00

3, 58 0, 00 0

;0 -

3, 58 0, 00 0

5
5

$ 141 ,00 0

12 ,00 0 

15 3,0 00

-0 -
78 0,0 00

1, 93 7, 00 0
25 ,00 0

2, 74 2, 00 0

960,0 00

3. 85 5. 00 0

-0 -

3, 85 5, 00 0
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Fe de ra l Home Loan Bank Board

N on -A d m in is tr a ti ve  Expenses -  B u il d in g  Opera tio ns

The budget es tim ate s  fo r  1981 and 1982 and ac tu a l expenses  fo r  1980 fo r  th e 
major  B u ild in g  O pera tio ns Expenses are summarized be low:

RENT, COMMUNICATIONS, AND UTILITIES

1980
Act ual

1981
Est im at e

1982
Est im ate

Incr ea se  or 
Decrease ( - )

E le c t r ic i t y .................. ...........  $527,276 $546,000 $630,000 $84 ,000
Steam............................... ...........  89 436 125 000 isn non onn

T o ta l...................... ...........  616 ,712 671,0 00 780,000 109,000

OTHER SERVICES

1980 1981 1982 In crea se  or
Actua l Est im at e Est im ate Decrease ( - )

A d v e rti s in g ............................ $ 900 $ 10 ,000 $ 10,000 $ -0 -
B u il d in g  Mainten an ce ......... 807 ,908 669,000 739,0 00 70,000
B u ild in g  R epa irs .................. 77,821 107,000 125,000 18,000
Cust odia l S e rv ic e ............... 226,720 380,000 41 8,00 0 38 ,000
Guard S e rv ic e s ...................... 251,263 327,000 360,000 33,000
In sura nce ................................ 41 ,279 43 ,000 45 ,000 2,000
Management Fee and Othe r

P ro fe ss io na l S e rv ic e s .. 39,876 217,000 220,000 3,000
Mi seel la neous........................ 4,2 00 20 ,000 20,000 -0 -

T o ta l................................. 1,449,967 1,77 3,00 0 1,93 7,00 0 164 ,000



Federal Home Loan Bank Board
Of fice of  Examinations and Supervision  - O is tr ic t Off ices  

PROGRAM HIGHLIGHTS

The Of fice of  Examinations and Supervision (OES) is  responsible fo r conducting 
examinations of  the approximately 4,000 savings and loan associat ions insured 
by the Federal Savings and Loan Insurance Corporation  (FSLIC) to  determine th e ir  
fin an cial  safety  and soundness and th e ir  compliance with  Federal sta tutes and 
Bank Board regu lat ion s. On the basis o f these examinations, the Of fice is  fu rth er  
responsible fo r in it ia ti n g  or coordin atin g the implementation of  co rre ct ive  
supervisory act ion  when fin an cial  con dit ions or ope rating polic ies of  individ ua l 
associations war rant. In car rying  out these re spons ib ili ties , the Of fice pro tec ts 
the assets of  the FSLIC against loss due to  the fin ancial fa ilu re  of  any FSLIC- 
insured associa iton.

Examinations are conducted by a nation-wide OES fi e ld  s ta ff  of  savings and 
loan examiners assigned to  d is tr ic t o ff ices in each o f the twelve Federal Home 
Loan Bank D is tr ic ts . Examiners conduct examinations on the basis of  guidance 
prepared in Washington to  insure nat iona l consistency. In addit ion  to  regu lar, 
periodic  and specia l supervisory examinations of  insured associations , examiners 
also conduct examinations of  a ff il ia te s  of  Insured associa tions under the Fina ncia l 
In st itu tions Superv isory Act of 1966, and o f holding  companies and th e ir  su bs id i­
aries under the Savings and Loan Holding Company Amendments of  1967. F in a lly , 
d is tr ic t off ices  also examine in s ti tu tions to  determine th e ir  e li g ib il it y  fo r 
membership in the Federal Home Loan Bank System, insurance of  savings on share 
accounts, or conversion from State to  Federal Charter .

In addit ion  to  provid ing  adminis tra tive support to  fi e ld  examiners, the 
d is tr ic t examiantion off ices conduct a va rie ty  of  monitoring a c ti v it ie s  designed 
to  provide the Bank Board with ea rly  warning of  fin an cial  or other operating 
problems of insured associations , inc lud ing  the review of monthly and semiannual 
fin an cial  reports submitted by associatio ns.  On the basis of  th is  and other 
inform ation , the fi e ld  off ices  are responsible fo r scheduling on -s ite  examinations 
by fi e ld  examination s ta ff  in accordance wi th indica tions  of  grea test  supervisory 
ri sk to the FSLIC insurance fund.

OES's Washington s ta ff  reviews reports  of  examinations to  determine the 
necessi ty of  co rre ct ive  supervisory act ion  in  coord ina tion with supervisory 
agents in  the twelve Federal Home Loan D is tr ic t Banks and, as necessary, with 
counterpart  State reg ula tory a c ti v it ie s  in the case of State-chartered  in s t i­
tu tions.  When necessary, OES advises the Board and other Bank Board s ta ff  with 
respect to  the fina nc ia l condition of  associa tions in  actual  or po tent ia l fin an ­
cia l dist re ss , recommends appropria te a c ti v it ie s  to  the Bank Board to reso lve 
or in it ia te  problem si tuat ions  and ca rries  out d ir ec tl y  or assis ts other Bank 
Board off ices  or D is tr ic t Banks in implementing Bank Board decis ions in such 
cases.

OES Washington headquarters' s ta ff  fu rther conducts a nation-wide tr a in in g 
program fo r examiners, inc lud ing  State savings and loan examiners, and prepares 
and Issues uniform polic y guidance fo r coord inated act ions by examiners and by 
supervisory agents. F in a lly , th is  s ta ff  pa rti cipa tes wi th other Bank Board 
off ices in the prep aration  and consideration of  reg ula tory and le g is la tive  
proposals in  support of  the Board.



Federa l Hone Lo an  Ban k Boa rd
O f f ic e  o f  E xa m in a tio n s  and S u p e rv is io n  -  O is t r i c t  O f f ic e s  

ORGANIZATION OF OFFICE OF EXAMINATIONS AW) SUPERVISION

The O f f ic e  o f  E xa m in a tio n s  and  S u p e rv is io n  c o n s is ts  o f  f i v e  p r in c ip a l  u n i t s  
F ie ld  O p e ra ti o n s ,  S u p e rv is io n ,  and P o li c y /P ro g ra m s  (hea de d by  Deputy  D i r e c t o r s ) ;  
and C o n s u m e r/ C iv i1 R ig h ts  and  A d m in is t ra ti o n /B u d g e t  (hea de d by  A s s is ta n t  
D i r e c to r s ) .  F ie ld  O p e ra ti o n s  c o n s is ts  o f  a s m a ll  W ash in gto n S t a f f  and a l l  f i e l d  
exam in er p e rs onn e l a ss ig ned  w i th in  ea ch  o f  th e  tw e lv e  F ed era l Home Lo an  Bank 
D i s t r i c t s .  A l l  s t a f f  in  th e  re m a in in g  f o u r  u n i ts  a re  s ta t io n e d  in  W a sh in g to n . 

PERSONNEL REQUIREMENTS

The ta b le  belo w  shows th e  numb er o f  p o s i t io n s  a ll o c a te d  t o  and re q u e s te d  
by  OES f o r  f is c a l  y e a rs  19 80 , 19 81 , 19 82 .

WASHINGTON AND DIST RICT  OFFICE POSITIONS

POSITIONS
1980

ACTUAL
1981

ESTIMATE
1982

ESTIMATE

O ff ic e  o f  D ir e c to r
P r o fe s s io n a l........................................ 2 2 2
C l e r i c a l .................................................. 1 1 1

S u p e rv is io n
P r o fe s s io n a l......................................... 26 26 26
C l e r i c a l .................................................. 9 9 9

P o lic y /P ro g ra m s
P r o fe s s io n a l........................................ 13 13 13
C le r i c a l .................................................. 4 4 4

Consu mer A f f a i r s / C i v i l  R ig h ts
P r o fe s s io n a l........................................ 3 3 3
C l e r i c a l .................................................. 2 2 2

A d m in is t ra t io n  and  Bud ge t
P r o fe s s io n a l......................................... 4 4 4
C l e r i c a l .................................................. 6 6 6

F ie ld  O p e ra ti o n s
Depu ty  D i r e c to r s ............................... 3 3 3
D i s t r i c t  D i r e c to r s .......................... 12 12 12
A s s is ta n t  D i s t r i c t  D i r e c to r s . . 45 45 45
C i v i l  R ig h ts  S p e c ia l is t s ............ 12 12 12
EDP S p e c ia l is t s ................................. 0 0 12
Re al E s ta te  A p p ra is e rs ................. 13 13 13
F ie ld  M anagers .................................... 90 92 92
E xa m in e rs ................................................ 638 636 651
C l e r i c a l .................................................. 109 109 97

TOTAL FIEL D STAFF 919 919 934
TOTAL WASHINGTON STAFF 73 73 73

—

TOTAL STAFF 992 992 1,00 7



Federal Home Loan Bank Board
O ff ic e of Examinations and Sup ervision  - D is t r ic t  Offi ce s 

WORKLOAD - DISTRICT OFFICES

The work-days re qu ire d 1n fi s c a l 1982 fo r  exam ina tions in  each of the  c la s s i­
fi c a ti o n s  shown In  the  Workload Table shown below to ta l 137,260. General admini­
s tr a ti o n  and tr a in in g  inc rease the  to ta l workload to  178,860 work-days. I t  is  
est imate d th a t each examiner w il l have an average o f 220 ava ila b le  work-days in  
1982. D iv id in g 220 in to  the to ta l work load  o f 178,860 work-days, a need fo r  813 
f ie ld  examiners,  in c lu d in g 12 D is tr ic t D irec to rs , is  shown. Adding 101 c le r ic a l 
work-years to  the 813 profes sion al  work-years re su lt s  in  a to ta l o f 914 work-yea rs 
fo r 1982.

To summarize, the  f ie ld  es tim ate  prov ide s fo r  934 pos it io ns . Of th is  number 
824 posit io ns are  fo r  f ie ld  examiners,  in clu d in g the  12 D is t r ic t  D ir ec to rs ; ther e 
are 13 re al  es ta te  ap pr ai se r pos it io ns; the rem ain ing  97 posi tions are fo r  the  
c le r ic a l s ta f f .

EXAMINATION WORKLOAD

1980 1981 1982
Actua l Estimate Es timate

Reimbursable Staf f-D ay s
Supervisory
FederaT~and State Ass oc iatio ns

Examinations Completed
Average Staf f-D ays per Examination
Staf f-D ay s Requ ired

Jo in t Insure d Sta te  As socia tions
Examinations Completed
Average Staf f-D ays per Examination 
Staf f-D ay s Requ ired 

E l ig ib i l i t y
Examina tions  Completed
Average Staf f-D ay s per Examination
Staf f-D ay s Required

A f f il ia te s  of  Ins ured In s ti tu ti o n s
Examinations Completed
Average Staf f-D ays per Examination 
Staf f-D ay s Requ ired

Ho lding  Companies 
Examinations Comp1eted 
Average Staf f-D ay s pe r Examinat ion 
Staf f-D ay s Required

Se rvice  Co rpora tions 
Examinations Completed 
Average Staf f-D ays pe r Examina tion 
Sta ff-Day s Required

2,090 2,042 2,225
37.7 38.0 39.0

78,782 77,600 86,760

1,350 1,307 1,242
29.3 29.5 30.0

39,613 38,570 37,265

10 29 4
97.0 107.6 30.0

970 3,120 120

23 26 20
11.5 10.0 7.0

265 260 140

62 60 55
6.7 6.5 7.0
415 390 385

1,583 1,580 1,800
3.2 3.2 3.0

5,035 5,000 5,400



Fe de ra l Home Loan Bank Board
O ff ic e  o f Exa minat ions  and S uperv is io n  -  D is t r ic t  O ff ic e s  

EXAMINATION WORKLOAO (c o n t 'd )

Specia l Exa minat ions  
Exa minat ions  Comp leted  
Average S ta ff -D ays per  Exa minat ion 
S ta ff -D ays Required

O th er Serv ices 
S ta ff -D ays Required  

Tota l Re im bu rsab le

No n-Re imbursa ble
Ove rhead

Pe rso nnel Management 
Ge neral  A d m in is tr a ti o n

S ub-T o ta l:  D is t r ic t  O ff ic e s
S ta ff -D ays Re qu ire d

T ra in in g  and Development o f Examiners
S ub -T o ta l: T ra in in g  and Develo pment

S ta ff -D ays Req ui red

Summary: Ex am ining  Pe rsonne l Req ui red
Tota l S ta ff -D ays Re qu ire d
A v a il a b le  S ta ff -D ays pe r Exa minat ion 
S ta ff -Y e a rs  (Exa mining Pers on nel) 

Req ui red

216 225 300
21 .3 20 .0 21 .0

4,59 8 4,50 0 6,300

926 900 900

130 ,604 130,340 137,260

1,898 2,00 0 2,0 00
30,394 29,900 29 ,400

32,292 31,900 31 .400

10,981 12,000 10,200

173 ,877 174,240 178 ,860
221 220 220

786 792 813
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Federal Home Loan Bank Board
O ff ic e  o f Examinations and Su pe rv is ion - D is t r ic t  O ffi ce s

BUDGET OF THE DISTRICT OFFICES - OFFICE OF EXAMINATIONS AND SUPERVISION

The fi s c a l ye ar  1982 budget o f the D is t r ic t  O ff ic es o f the  O ff ic e  o f Examina­
tions and Su pe rvi sio n is  compared to  fi s c a l year 1980 and 1981 in  the ta b le  below.

1981

Des cr ip tio n
1980

Actual
Budget

Estimate
Current

Est imate
1982

Est imate
Increase or  
Decrease (-

P osit io ns................ 919 919 919 934 15
Work-Years.............. 878 911 891 914 231 ““ “ ““

Personnel Compensation. $21,877,543 $23,709,000 $25,001,000 $25,853,000 $852,000
Personnel B ene fi ts ........ 2,052,981 2,296,0 00 2,388,000 2,483,0 00 95,000

To tal  Personal Se rvic es
and B ene fi ts ................ 23,930 ,524 26,005,000 27,389,000 28,336,000 947,000

Co ntractu al Servic es
and Sup pl ies................ 7,252,460 8,025,0 00 8,828,0 00 9,160,000 332,000

A cqu is it io n  of
Cap ita l As se ts............ 100,309 75,000 48,000 44,000 - 4,000

To tal  Gross Expenses... 31,283,293 34,105,000 36,265 ,000 37,540,000 1,275,000

Estimated Savings.......... 9,293

Proposed Supp lementals
due to :
In r rp a s p d  P a v  Grists -2,230,0 00 2,230,000
Increased Travel  Costs .................. - 930,000 930,000

Act ual, A u th o riza tion ,
and Es tim ate................ 31,274,000 34.105.000 33,105,000 37,540,000 4,43 5,000

Fisc al  Year 1981

As in d ic a te d , the  fi s c a l year 1981 budget es tim ate of  $34,105,000 was reduced 
$1,000,000 by the  Congress, p ra c ti c a ll y  a ll  o f which was ap pl ied to  compensat ion 
and b e n e fi ts . We are reques tin g a 1981 supp lemental o f $2,230,000 to  cover in ­
creased compensat ion and benefi t costs  re su lt in g  from  the  9.1% October 1980 
general pay increa se . We are als o requ es tin g a 1981 supp lemental of $930,000 to  
cover inc rea sed  tr a ve l costs  re su lt in g  from  Pub lic  Law 96-346.

Fisc al  Year 1982

The 1982 es tim ate of  $37,540,000 represen ts an inc rea se of $1,27 5,0 00 , or  
3.5% ove r the cu rren t 1981 es tim ate.  Th is inc rease is  a tt ri b u ta b le  p ri m a ri ly  
to  a high er  employment le v e l,  an nu al izatio n o f the October 1980 general  pay in ­
crea se , w ith in -g ra de step increa ses, and ot her  pay ad jus tments,  and benefi ts  
($947,0 00); increa sed  tr ave l costs  ($ 95 ,000 ); and prov is ions  fo r general pric e 
inc reas es . As shown above, the  1982 es tim ate includ es  fun ding  fo r  15 addit io na l 
examiner posit io ns est imate d to  cost  $280,000 fo r  compensation , benefi ts  and 
tr a v e l.

E-5
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Fe de ral Home Loan Bank Board
O ff ic e  o f Exa minat ions  and S uperv is io n  -  O is t r ic t  O ff ic e  

BUDGET OF THE DISTRICT OFFICES -  OFFICE OF EXAMINATIONS AND SUPERVISION (c o n t 'd )

The to ta l  ne t in cr ease o f $1, 275 ,0 00, by ca te gory  o f ex pense, is  shown in  
th e  fo ll o w in g  ta b le .

Ite m In cr ease d Amount

Pe rsonne l Co mp ensation.........................................................................  $852,00 0
Personne l B e n e fi ts .................................................................................. 95 ,000
Tra ve l and T ra n spo rt a ti o n  o f Per so ns ............................................ 95 ,000
T ra n spo rt a ti o n  o f Th in gs................................................................................... -0 -
Ren t, Co mmun ica tions , and U t i l i t i e s .............................................. 182,000
P r in t in g  and R epro duct io n................................................................................  -0 -
Other  S e rv ic e s ........................................................................................... 43 ,000
Suppl ies and M a te r ia ls .......................................................................... 12 ,000
A c q u is it io n  o f C ap ita l Assets ........................................................... -4 ,0 00

T o ta l................................................................................ 1 ,27 5,00 0

On th e  fo ll o w in g  page th e re  is  a more d e ta il e d  co m pa ra tiv e su im ary o f D is t r ic t  
O ff ic e s  ex am in atio n expenses and th is  summary is  fo llo w e d  by an e x p la n a ti o n  and 
ju s t i f ic a t io n  o f th e  in d iv id u a l li n e  item s.

E-6
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Federal Home Loan Dank Board
O ff ic e o f Examinations and Su pe rvisio n - D is t r ic t  O ffi ce s 

PERSONNEL COMPENSATION

1981

Des cr ip tio n
1980

Actual
Budget

Est imate
Current

Estimate
1982

Est imate
Increase or  
Decrease ( - )

P osit io ns....................... 919 919 919 934 15
Work-Years.................... 878 911 891 914 23
Net Salary.................... ..  $21,877,543 $23,709,000 $25,001 ,000 $25,853,000 $852,000

The 1981 cu rren t es tim ate includ es  requested supplem ental funds of $2,082,000
a tt ri b u ta b le  to  the  October 1980 general  pay increa se .

The 1982 es tim ate  shows an inc rease of $852,000 ove r the  cu rren t 1981 e s t i ­
mate. The inc rea se is  a tt ri b u ta b le  to  the  an nualiz atio n o f the October 1980 pay 
ra is e , w ith in -g ra de  inc reas es , and othe r pay ad jus tm en ts,  as wel l as funds 
($164,000) to  suppor t the  15 add it io na l examiner posit io ns requested .

PERSONNEL BENEFITS

1981

Des cr ip tio n
1980

Actua l
Budget

Est imate
Current

Estimate
1982

Est imate
Increase or  
Decrease ( - '

Hea lth B ene fi ts ..............  $ 451,182 $ 475,000 $ 485,000 $ 519,000 $ 34,000
L if e  Ins urance............ , 67,422 82,000 77,000 82,000 5,000
Moving and Related

Expenses..................... 28,436 105,000 85,000 85,000 -0 -
Re tirem en t.................... . .  1,499,992 1,624,000 1,735,000 1,790,000 55,000
Severance Pay.............. . -0 - 5,000 -0 - -0 - -0 -
Socia l Sec ur ity

Taxes (F ICA)............. 5,949 5,000 6,000 7,000 1,000

T o ta l...................... ..  2,052 ,981 2,296,000 2,388,0 00 2,483,000 95,000

The 1981 cu rren t es tim ate inc lud es  requested supplementa l funds o f $148,000
a tt ri b u ta b le  to  increased  costs  re su lt in g  from the October 1980 pay ra is e .

The 1982 es tim ate  shows an increa se of $95,000, o f which $16,000 is  requ ire d 
to  suppor t the  15 addit io na l examiner posi tio ns  req uested.

HEALTH BENEFITS

The 1982 es tim ate  o f $519,000 provides fo r the  Bank Bo ard's  (Employer) share 
o f the  cost o f the  Federal Employees' Health  Ben efit s Act o f 1959 (P ub lic  Law 
86-38 2).

LIFE INSURANCE

The 1982 es tim ate o f $82,000 repre sents  the  Bank Board 's (Employer) port io n 
o f the  premiums payable under the  Federal Employees' L if e  Insu rance Act o f 1954; 
i t  is  based upon the  number o f employees expected to  be on the  payro ll in  fi s c a l 
1982.

MOVING AND RELATED EXPENSES

The 1982 es tim ate of $85,000 provides fo r the  payment of cert a in  moving and 
re la te d expenses as pro vided fo r  in  Pu bl ic Law 89-516. Inclu ded in  th is  ca teg ory 
are reimbursements to  employees fo r  subs istence and temporary expenses incu rred  
in  moving from  one lo cation to  an oth er , real  es ta te  costs  in  con nection  w ith  
s e ll in g  the  res idence  at  the  o lj l o f f ic ia l  s ta tio n  and purchasing a new home at 
the new o f f ic ia l  s ta ti o n , and cert a in  mis ce llaneous moving expenses.

E-9



Fe de ra l Home Loan Bank Board
O ff ic e  o f Exa minat ions  and S uperv is io n  -  O is t r ic t  O ff ic e s

RETIREMENT

The 198? estim ate  o f $1 ,790 ,000  pro v id es fo r  th e  Bank Board 's  (E m ploy er ) 
share o f ma ndatory c o n tr ib u ti o n s  to  th e  C iv i l  S erv ic e  R etir em ent and D is a b il i t y  
Fund pur su ant to  Section  102 (A) o f P ub lic  Law 91-9 3, app roved Octob er  20 , 1969; 
i t  is  a t th e  ra te  o f  71 o f em plo yees ' bas ic  s a la r ie s . The f ig u re  is  based upon 
th e  number o f employees ex pected  to  be on th e  p a y ro ll  in  f is c a l  1982.

SOCIAL SECURITY TAXES

The 1982 estim ate  o f  $7 ,000  pro v id es fo r  payment o f th e Bank B oard 's  (Emplo y­
e r )  sh are c o n tr ib u ti o n s  unde r th e Fe de ra l In su ra nc e C o n tr ib u ti o n s  A c t.  Payment 
is  made fo r  a l l  employ ees  who do no t c o n tr ib u te  to  th e  C iv i l  S erv ice  R etir em ent 
and D is a b il i t y  Fund.

TRAVEL AND TRANSPORTATION OF PERSONS

1981
1980 Budget C urrent 1982 In cr ease  or

Actual Est im ate Est im at e Est im ate Decrease ( - )

$5 ,346 ,411 $5 ,575 ,000 $6 ,5 05 ,000 $6 ,600 ,000 $9 5,00 0

P ra c t ic a ll y  a l l  o f thes e fun ds are re qu ir e d  to co ve r tr a v e l and tr a n s p o rta
ti o n  co sts  o f ou r sa vin gs and loan exa m in ers . The 1981 c u rr e n t es tim a te  o f 
$6 ,5 05 ,000  in c lu des  re qu es ted su pp lemen ta l fund s o f $93 0,0 00 to  co ve r th e  451 
in cre ase  in  pe r diem ra te s  and th e  171 in cre ase  in  m ile age  ra te s  a u th ori zed  by 
P u b lic  Law 96- 34 6,  appro ved Sep tember 10, 1980.

The o r ig in a l 1982 estim ate  o f $6, 60 0, 00 0 in c lu des fund s to  co ve r tr a v e l fo r  
th e  15 a d d it io n a l ex am iner  p o s it io n s  re qu est ed fo r  1982.

TRANSPORTATION OF THINGS

1981
1980 Budge t Cur re nt 1982 In cr ease  or

Actual Est im ate Est im at e Est im ate De cre ase ( - )

$33,408 $65,000 $50,000 $50,000 S-0 -

Th is  item  pro v id es fo r  th e  sh ipm en t o f s u p p li e s , eq uipm en t, and th e  moving  
o f fu r n it u re  and per so na l e ff e c ts  to  and fro m th e  re sp e c ti ve  D is t r ic t  O ff ic e s  and 
the Home O ff ic e  in  Was hing ton,  D.C . The es tim a te  in c lu des $40,000 fo r  th e  moving 
o f fu rn it u re  and per so na l e ff e c ts  o f f i e ld  exam iners tr a n s fe rre d  fro m one D is t r ic t  
to  anoth er o r to  th e  Home O ff ic e  in  W as hing ton,  D.C.

RENT, COMMUNICATIONS, AND UT ILITIES

D e s c ri p ti o n

Rent and U t i l i t i e s :
O ff ic e  and 

Storag e Space.............
Eq uipm en t..........................

S u b - to ta l......................

5 862,323 
151 .419

1,61 3,74 2

1980
Act ual

1981
Budget

E s ti n a te
Cur re nt

E s tin a te
1982

Est im at e
In cre ase  o r 
Decre ase ( -

S 985,000 
256,000

1.241,606
S 950.000 

254,000
"77204,000

$1 ,040 ,000
284,000

1,624 ,06 0
S 90,000  

30 .000  
120,000
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Federa l Home Lo an  Ban k Board

O f f ic e  o f  E xa m in a tio n s  and  S u p e rv is io n  -  D i s t r i c t  O f f ic e s  

RENT, COMMUNICATIONS, AND U T IL IT IE S  ( c o n t 'd )

1981

D e s c r ip ti o n
1980

A c tu a l
Bud ge t

E s ti m a te
C u rr e n t

E s ti m a te
1982

E s tim a te
In c re a se  o r  
Decre ase  ( - '

C om m unic ations:
S w itchboa rd  S O th er

F ix ed  C h a rg es .............. 11 3, 52 6 12 5,0 00 139,0 00 14 4,0 00 5 ,0 00
Long D is ta n c e

C a l ls ................................. 167 ,9 78 204 ,0 00 203 ,0 00 240,0 00 37,0 00
Te le gr am s and

T e le ty p e .......................... -0 - 1 ,0 00 1, 000 1, 000 -0 -
P o s ta ge ................................. 15 2,02 7 220 ,0 00 220 ,0 00 240,0 00 20 ,0 00

S u b - to ta l........................ 433,5 31 ■■ 5 5 D " ,W - - - - 5 6 3 ,0 0 0 625 ,0 00 62 ,0 00

GRAND TOTAL................... 1 ,4 47 ,2 73 1 ,7 9 1 ,0 0 0 1 ,7 67 ,0 00 1 ,9 49 ,0 00 182,0 00

RENT AND U T IL IT IE S

O ff ic e  and  S to ra ge  Space

The 1982 e s ti m a te  o f  51 ,0 40 ,0 00  in c lu d e s  th e  r e n ta l o f  93 ,9 29  squa re  fe e t  o f  
o f f i c e  and s to ra g e  space , a t v a ry in g  r a te s ,  w h ic h  ave ra ge $10.5 7 p e r squa re  fo o t  
in  40 f i e l d  o f f ic e s  t o t a l in g  $99 3 ,2 0 0 . T h is  co mpa res w it h  91,5 29 square  fe e t  o f  
o f f i c e  and  s to ra g e  sp ac e in  f is c a l  1981 ( re v is e d )  a t  an e s ti m a te d  c o s t o f  $935 ,3 00 . 
The a d d it io n a l $57 ,9 00 w i l l  p ro v id e  f o r  need ed  expa ns io n  o f  some o f f i c e s  to  
r e li e v e  o v e rc ro w d in g ; and w i l l  a ll o w  f o r  a n t ic ip a te d  r a te  in c re a s e  in  19 82 .

Eq uipm en t

The 1982 e s ti m a te  
lo c a te d  in  th e  v a r io u s

34

29

o f  $2 84,0 00 co ve rs  th e  fo ll o w in g  ty p e s  
d i s t r i c t  o f f i c e s .

o f  r e n ta l equ ip m ent

D e s c r ip t io n  An nu al  R e n ta l

A u to m a ti c  C opyin g M ac hines  
and A cce ssory  E q u ip m en t..........................  $128,0 00

T e rm in a ls  and  A cce sso ry  E q u ip m e n t.. . .  72 ,0 00

19 Word P ro ce ss in g  M ac hin es and
A ccessory  Equipm en t ( re q u ir e d  f o r  
wo rk are as wh ere many p e r fe c t  co py  
le t t e r s  a re  need ed  and f o r  te x t
e d i t i n g ) .............................................................. 82 ,0 00

M is c e ll a n e o u s ....................................................... 2 ,0 00

T o t a l ................................................................ $284,0 00

COMMUNICATIONS

The $625,0 00 e s ti m a te  f o r  1982 re p re s e n ts  a $62 ,0 00 in c re a s e  o ve r th e  c u r re n t  
e s ti m a te  f o r  1981 ca us ed  by  a n t ic ip a te d  h ig h e r  s w it c h b o a rd  ra te s  as w e ll  as th e  
Bank B o a rd 's  share  o f  th e  add ed c o s t o f  ru n n in g  th e  FTS netw ork  by  CSA, and h ig h e r  
p e n a lt y  m a il  c o s ts  du e to  a n t ic ip a te d  h ig h e r  p o s ta ge  r a te s .
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F ed e ra l Home Loan Ban k Boa rd
O f f ic e  o f  E xa m in a tio n s  and S u p e rv is io n  -  D i s t r i c t  O f f ic e s

PRINTING ANO REPRODUCTION

1980
A c tu a l

$1,3 45

1981 ________
Bud ge t C u rr e n t

E s ti m a te  E s ti m a te
1982 In c re a s e  o r

E s ti m a te  D ecr ea se  ( - )

$3 ,0 00  $3 ,0 00 $3 ,0 00  $ - 0 -

P ro v is io n  is  made f o r  th e  p r in t in g  o f  le t te r h e a d s ,  e n v e lo p e s , and  o th e r  
p r in te d  m a tte r .  The e s ti m a te  a ls o  p ro v id e s  f o r  th e  re p ro d u c t io n  o f  e x a m ia n ti o n  
re p o r ts  in  mos t o f  th e  D i s t r i c t  O f f ic e s .

OTHER SERVICES

1981

D e s c r ip ti o n
1980

A c tu a l
Bu dg et

E s ti m a te
C u rr e n t

E s ti m a te
1982

E s tim a te
In c re a s e  c 
D ecre ase (

Pers onne l Deve lopm en t
Pro gra m ...................................... $239,7 38 $325,0 00 $3 10,0 00 $335,0 00 $25 ,0 00

H e a lt h  S e rv ic e  P ro g ra m .. .. 32 ,7 74 55,0 00 30,0 00 33,0 00 3 ,0 0 0
R e nova tion  and

R ehab i1 i t a t i o n ...................... 32,8 55 45 ,0 00 20 ,0 00 30,0 00 10,0 00
R e pa ir s  t o  F u r n i tu r e ,

F ix tu r e s ,  and E qu ip m ent. 13 ,7 69 10 ,0 00 15,0 00 20,0 00 5 ,0 00
S e c u r it y  I n v e s t ig a t io n s . . . - 0 - 1, 000 1,0 00 1, 000 - 0 -
M is c e ll a n e o u s ............................. 11,3 89 20 ,0 00 10,0 00 10,0 00 - 0 -

T o t a l .................................... 33 0,5 25 456 ,0 00 386 ,0 00 429 ,0 00 43 ,0 00

The 1981 and 1982 e s ti m a te s  f o r  pe rs o n n e l deve lo pm ent in c lu d e  $150,0 00 
f o r  th e  purp ose  o f  t r a in in g  S ta te  e x a m in e rs , as re q u ir e d  by  th e  C ongre ss .

F o ll o w in g  is  a d e s c r ip t io n  o f  th e  D i s t r i c t  O f f ic e s  P e rs onne l Deve lo pm en t and 
H e a lth  pro gr am s w h ic h  accou n t f o r  mos t o f  th e  ex pe ns e in  t h is  c a te g o ry .

PERSONNEL DEVELOPMENT PROGRAM

OES's  e f fe c t iv e n e s s  in  c a r ry in g  o u t i t s  r e s p o n s ib i l i t ie s  is  in  la rg e  p a r t  
c o n t in g e n t  on th e  t r a in in g  w h ic h  OES p ro v id e s  i t s  s t a f f .  The o b je c t iv e s  o f  OES's  
t r a in in g  pro gra m  a re  th e  b a s ic  e d u c a ti o n  o f  new e xa m in e rs , deve lo pm ent o f  e x p e r t is e  
in  im p o r ta n t a sp e c ts  o f  s a v in g s  and  lo a n  o p e ra t io n s  and th e  m o t iv a t io n  and c a re e r  
deve lo pm ent o f  s e n io r  exam in ers  and  o th e r  OES s t a f f  members  to  assume manag ement 
p o s i t io n s  in  th e  f u tu r e .  The im p o rt a n ce  o f  t r a in in g  to  OE S's  e f fe c t iv e n e s s  has 
in c re a se d  o v e r ti m e  w it h  th e  in c re a s in g  sc op e and  c o m p le x it y  o f  th e  in d u s t r y 's  
o p e ra t io n s  and F e d e ra l re q u ir e m e n ts . The im p o rt a n ce  o f  t r a in in g  w i l l  in c re a s e  
f u r t h e r  as exam in ers  and  o th e r  OES p r o fe s s io n a ls  become in v o lv e d ,  f o r  th e  f i r s t  
t im e ,  w it h  co ns umer  le n d in g ,  NOW accou n ts  and  o th e r  po wer s w h ic h  s a v in g s  and lo a n s  
w i l l  be a d o p ti n g  in  re sponse to  th e  M oneta ry  C o n tr o l Act  o f  19 80;  f u r t h e r  g ro w th  
in  th e  us e o f  EDP in  th e  s a v in g s  and  lo a n  in d u s t r y ;  and c o n t in u in g  em phasis  in  
co m m uni ty  r e in v e s tm e n t,  n o n d is c r im in a t io n  and co ns umer  p r o te c t io n  in  f in a n c ia l  
t r a n s a c t io n s .

OES us es  a v a r ie t y  o f  ap pro ach es in  t r a in in g  i t s  s t a f f  depend in g  on th e  
c o m p le x it y  o f  s u b je c t  n a t t e r ,  th e  nu mber o f  p e rs o n n e l t o  be t r a in e d  and  th e  
ty p e s  o f  t r a in in g  a id s  and m a te r ia l r e q u ir e d .  These d i f f e r e n t  appro aches .i n c lu d e  
lo c a l t r a in in g  p ro v id e d  by  a d i s t r i c t  o f f i c e  f o r  i t s  own e xa m in e rs , n a t io n a l OES 
t r a in in g  co u rs e s  p ro v id e d  a t  c e n t r a li z e d  lo c a t io n s  by  OES s t a f f ,  and t r a in in g  
p ro v id e d  by  th e  F e d e ra l F in a n c ia l I n s t i t u t io n s  E xa m in a ti o n  C o u n c il  and
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O ff ic e o f Examina tions  and Su pe rv is ion -  D is t r ic t  O ffi ce s 

OTHER SERVICES (c o n t’ d)

by othe r bodies in  p a rt ic u la r su bject s.  The cu ric ulum  and schedu ling o f a ll  
OES tr a in in g , however, is  implemented or coordina ted at  the na tio na l le ve l to  
ensure natio na l cons ist en cy  and cove rage .

Further,  as d irecte d by Congress, OES and the  Bank Board have devoted s ig ­
n if ic a n t resources to  the in clu sio n o f s ta te  examiners in  the  Bank Board 's tr a in  
ing program and a c t iv it ie s  associa ted  w ith Fe de ra l-S ta te  Jo in t Committee on 
Examina tions. During 1980, under th is  program, the  Bank Board pro vided st a te  
examiner tr a in in g  as fo llo w s:

Subject Number o f State  Examiners

Advanced C iv il  Righ ts 
New Examiner Tra in in g School 
Ap prais al Pract ices  
Re gu lat ion  1
Forward Commitments 
Computer Aud iti ng  
Tra in ing Related to  Monetary 

Control Act 
Career Development

Among the sp e c if ic  a c ti v it ie s  to  
program are :

212
43
46

106
2

64

41
67

inclu de d in  the  OES FY 1982 tr a in in g

1. On-The-Job Development

Our examiners spend th e ir  f i r s t  week of du ty in  th e ir  d is t r ic t  o ff ic e  where 
the y are or ient ed  to  the  Federal Home Loan Bank Board, the  O ff ic e  of Exami­
na tions  and Sup er vision , the  sav ings and loan  in dustr y , and the exa min atio n 
process. A ddit io nal tr a in in g  w i l l  be giv en to  OES supe rv isors and managers 
du rin g FY 1982 to  ex pla in  th e ir  re s p o n s ib il it ie s  rega rd ing  the  development 
o f th e ir  su bo rd inates .

2. New Examiner Tra in ing School (NETS)

At the  New Examiner Tra in ing School, ou r new examiners are acq uainted w ith  
sav ings and loan  te rm inolog y,  in dustry for ms, FHLBB and OES forms, Federal  
re gu la tions, and exa min atio n ob je ctives and pro cedures . The new examiners 
are als o int roduced to  examination tec hn iqu es  by going throug h a sim ula ted  
exa mia ntio n where the y encoun ter the  elements o f m a te ri a li ty  and judgment.

3. Real Es tate Ap prais al School

At th is  schoo l examiners are int roduced to  the te rm inolog y,  p r in c ip le s , 
and techn iques  o f re s id en tia l real  es ta te  ap pr ai sing  and also  lear n to  use 
proper  procedures when revie wing  and re port in g  on the  adequacy of ap praising  
pra ctices. A second ob je ctive is  to  prov ide the th e o re ti ca l background 
necessary fo r  fu r th e r ap praisa l tr a in in g , espec ia lly  concern ing  commercia l 
income p ro pert ie s .

4. EDP and the  S&L

This tr a in ig  session is  presented through au dio- vi su al  lear ning  modules and 
has th ree ob je ctives: f i r s t ,  to  prov ide the  examiners w ith general under­
sta nd ing  o f e le c tr on ic  data proc es sing ; second, to  show the  examiners how 
e le c tr on ic  data pro cessing  is  used in  sav ings and loan  ass ocia ito ns;  and th ir d ,  
to  prov ide  the  examiners w ith  an understandin g o f the  co n tro ls  th a t are 
necessary in  a e le c tr on ic  data processing en virom en t.
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OTHER SERVICES (c o n t'd )

5.  Tra in in g Modules

Tra in ing w il l be developed n a ti ona lly  and ad mini stered  on the  d is t r ic t  le ve l 
in  the  fo llow in g  areas du rin g FT 1982: NOW accoun ts,  tr u s t op er at ions , 
consumer le nd in g, c re d it  card op er at ions , advanced loan app lica tion  re g is te r , 
management tr a in in g  in  EEO and a ff ir m a ti ve  ac tion , loan underw ri ting, and 
for wa rd commitments.  A ll  modules w il l be inclu de d in  NETS p r io r  to  FY 1982.

6.  Special Courses

Other tr a in in g  opportun it ie s includ e Washington, D.C. du ty , p a rt ic ip a ti o n  
as an in s tr u c to r or  coord inato r at  OES tr a in in g  courses, and the  attendance 
at the  va rio us  courses  o ffere d by the Federal F inan cial  In s ti tu ti o n s  Examina tion 
Council  and the O ff ic e  o f Personnel Management.

7. Advanced Management Seminar

A need has been recognized to  prov ide  advanced management tr a in in g , du rin g 
FY 1982, to  OES su pe rv isors and managers. S pecif ic  s k i l l  areas includ e:  
commun icat ions , a tt it u d e , m otiva tion, co un se lin g,  team b u ild in g , equal 
op pro tu nity and many oth ers . The goal is  to  produce f i r s t - r a te  managers 
capable of de al ing w ith org an izatio na l as wel l as te chnic al exa mia ntio n 
prob lems.

HEALTH SERVICE PROGRAM

The $33,000 Health  Se rvi ce  Program funds are needed to j

1. Comply w ith the  P re sid entia l d ir e c ti v e  to  the  O ff ic e  o f Personnel 
Management on improv ing  employee he al th  se rv ices  and the  0MB C ircu la r 
A-72. The funds a llo w  a co ntinuatio n o f the programs set up w ith  
ex ec ut ive he al th  examiners to  prov ide  employee he al th  exam ina tions.

2. Fund the  Bank Bo ard's  share o f the  co st  o f op er at ing ce rt a in  he al th  
un its ma intained near some of the  O is tr ic t O ff ic es and u ti li z e d  by the  
D is t r ic t  O ff ic e s ' s ta f f .

3. Fund the  Health  Maintenance Programs (e .g .,  he ar ing  te s ts , glaucoma 
te s ts , f lu  sh ot s,  e tc . ) .

SUPPLIES AND MATERIALS

1980
1981

Budget Current 1982 Increase or
Actua l Est imate Estimate Estimate Decrease ( - )

593,498 $135,000 5117,000 5129,000 S12.000

The 1982 es tim ate prov ides  fo r  su pp lies and m ate ria ls  fo r  the  D is t r ic t  
O ff ic es . The es tim ate represen ts an inc rease o f 512,000 ove r the  cu rrent 1981 
es tim ate o f $117,000 and prov ides  fo r  an tic ip a te d  p rice  inc reases in  1982.
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Fe de ra l Home Loan Bank Board
O ff ic e  o f Exa minat ions  and S uperv is io n  -  D is t r ic t  O ff ic e s

ACQUISITION OF CAPITAL ASSETS

1981
1980 Budget Cur re nt 1982 Incr ea se  or

Actua l Est im at e Est im at e Est im ate Decrease ( - )

$100,309 $75,000 $48,000 $44,000 $- 4, 000

I t  is  th e  p o li c y  o f th e Fe de ra l Home Loan Bank Board to  am ort ize  th e  cost  
o f fu r n it u re ,  f ix tu r e s ,  and equip me nt ov er  an averag e l i f e  o f 10 y e a rs . P ro v is io n  
is  th e re fo re  made in  th is  ca te gory  to  co ve r th e  fi x e d  d e p re c ia ti o n  expense o f 
fu r n it u re ,  f ix tu r e s ,  and equip me nt c u r re n tl y  owned, p lu s  a d d it io n a l pu rchases 
a n ti c ip a te d  during  th e  c u rr e n t f is c a l  ye ar and f is c a l  year 1982.

Of th e $44,000 pro vided th e  D is t r ic t  O ff ic e s  fo r  f is c a l  year 1982, $29,000 
re pre sents  d e p re c ia ti o n  expe ns e;  th e re m aining  $15,000 co ve rs  n o n -c a p it a li z e d  
ite ms in clu ded in  th is  c la s s i f ic a t io n .
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F E D E R A L  H O M E  L O A N  B A N K  B O A R D

ORGANIZATION AN D FUNCTIO N CH AR T OF THE 
OP ER ATIONS OF TH E

FE DE RA L SAVINGS AN D LOAN INSUR AN CE CORPOR ATIO N

C rea ted  by T i t l e  IV o f  th e  N a t io n a l  H o u si n g  l o t ,  1 9 3 4 ,  f o r  th e  p u rp o a e  o f  I n s u r in g  s a v ln g a  
In  a l l  F e d e r a l  a a v ln g a  an d lo a n  a a e o c la t lo n a  an d In  a l l  S t a t e - c h a r t e r e d  a a v ln g e  and lo a n , 
b u i ld in g  and lo a n ,  and h o a e a te a d  a s s o c i a t i o n s  an d c o o p e r a t iv e  ban k s w h ic h  a p p ly  and  q u a l i ­
f y .  Th e In s u r a n c e  c o v e r a g e  f o r  ea ch  s a v e r  l a  H a l t e d  t o  $ 1 0 0 ,0 0 0 .

Approved

«,asia™i^^^» Adminis tra tive Direct ion  and Coordination

— — ~  ~  ~  Z  Z Substantive Responsibili ties
( /  CHAIR MA N
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Federal Savings and Loan Insurance  C or pora tio n
A. Sta tem ent o f Sources and A pp lica tions  o f Funds

1980 1981 1982
FUNDS APPLIED Ac tual Est im ate Es tim ate

To Ope ra tio ns

A c q u is it io n  o f ass et s:
Assets purchased from ins ured

In s t i tu t io n s ............................................... $1 ,001,11 4,3 74 $ 502,500,000 t 150 ,000,000
F u rn it u re , fi x tu re s  and equipment............. 183,361 8,000 15,000
Loans to  Insu red In s t it u t io n s .....................
C on tr ib u tions  and pro vi si on  fo r

157,301,516 552,750,000 40,00 0,0 00

co n tr ib u ti o n s  to  Insured
In s t i tu t io n s ................................................... 15,064,140 35,300,00 0 35,00 0,0 00

Expenses................................................................
Refund o f add it io na l premium

264 ,523,856 126 ,860,762 112 ,779,999

prepayments......................................................
C re d it  allow ed  on re gu la r Insurance

119,191 ,983 121,365,823 119 ,725,228

premiums............................................................ 110 ,170,569 123 ,323,400 136,567,100
Increase  1n se lect ed wo rking  c a p i t a l . . . . -0 - 102,320,466 -0 -

To ta l app lie d to  opera tions ................. 1,6 67 ,549 ,799  1 ,56 4,4 28,45 1 594,087,327

To financ in g

Increase/Decrease ( - )  1n Tre asury
Cash.................................................................... 219,646 -21 8,608 -536

Inc reas e/De crea se  ( - )  1n inv es tm en ts 1n
U.S . S e cu ri ti e s  (p a r) ................................. -55 3,284,000 -41 5,015,000 649 ,810,000

To ta l applie d to  fi n a n c in g ................... -553,064,354 -41 5,233,608 649 ,809,464

To ta l fun ds a pp lied ................................. 1,114,485,445 1,149 ,194 ,843 1,243,896,7 91

FUNDS PROVIDED

By opera tio ns

R ea liz a tion  on loa ns  to  Insure d 
In s t i tu t io n s .................................................

R ea liz a tion  on assets acqu ire d from
6,0 20,97 8 7,9 00 ,000 9,9 96,00 0

Insu red In s t it u t io n s .................................
Re turn on add it io na l premiums -

6,5 03,49 9 143,500,000 151 ,000,000

prepayments....................................................
Gain on asse ts  acqu ire d from Insu red

76,045 ,463 58,648 ,762 42,801,999

In s t i tu t io n s ................................................. 33,266 ,217 45,000,000 45,000 ,000
Income.................................................................. 898 ,550,396 894 ,146,081 993 ,369,490
Decrease 1n se lected working  c a p i ta l . . . 94,098 ,892 -6 - 1,729,30 2

To ta l fun ds pro vided............................. 1,1 14 ,485 ,445  1 ,149 ,194 ,843 1,243,89 6,7 91

BUDGET EXPENDITURES

Funds applie d to  opera tions....................... 1,667,549,799 1,564,42 8,4 51 594,087.327
Funds prov ided  by opera tions..................... 1,1 14 ,485 ,445  1 ,14 9,194,843 1,2 43,89 6,7 91

Net budget expenditure s....................... 553 ,064,354 415,233,6 08 -649,809,464
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Fe de ra l Home Loan Bank Bo ard  
Fed er a l Sav ings  and Loan In sura nce C o rp o ra tio n

B.  Sta temen t o f  Income and Expense

Income

Ex am ining  fe es and ch a rg es ...........................
In su ra nce  premiu m and ad m is si on

fe es earn ed ........................................................
In te re s t  on U.S . and Federa l agency 

s e c u r it ie s ...........................................................
In te re s t  on lo a n s ...............................................
Income on asse ts  acqu ired  from

in sure d  i n s t i t u t io n s ....................................
Ca in on ass ets  acqu ired  from  

in su re d  i n s t i t u t io n s ....................................
M is ce lla n e o u s ........................................................

T o ta l in co m e.................................................

Expense

A d m in is tr a ti v e  ex pe ns es ..................................
Payments to  th e  Fed er al Home Loan Bank

Board  f o r  s e rv ic e s  and f a c i l i t i e s . . . .
L iq u id a ti o n  and o th e r  ex pe ns es ..................
C o n tr ib u ti o n s  and p ro v is io n  fo r

c o n t r ib u t io n s  to  in sure d  
in s t i t u t io n s ......................................................

S u b to ta l...........................................................

Cost o f se tt le m e n t o f l i t i g a t i o n ..............
Loss on sa le /e xchange o f  s e c u r i t ie s . . . .  
Accrue d re tu rn  on a d d it io n a l prem iums - 

pr ep ay m en ts ........................................................
P ro v is io n  f o r  lo sses  on assets  

a c q u ir e d ...............................................................
D e p re c ia ti o n  on f u r n i t u r e ,  f ix tu r e s  and

equ ip m ent.............................................................

T o ta l ex pe ns e...........................................

Net  income f o r  th e  y e a r .....................

1980
A ctu a l

1981
Estim ate

1982
Estim ate

17,8 42,5 59 S -0 -  $ -0 -

385 ,3 22 ,7 73 425,2 53 ,2 00 47 0,9 21,1 40

44 4,2 41,5 83
8 ,1 90 ,0 79

45 0,6 28 ,7 85
14 ,2 59 ,0 96

50 5, 32 0, 31 1
13,1 23 ,0 39

42 ,4 28,6 57 4,0 00,0 00 4,0 00,0 00

33,2 66 ,2 17
52 4,74 5

45 ,0 00,0 00
5, 00 0

45,0 00,0 00
5, 00 0

931 ,8 16 ,6 13 93 9, 14 6, 08 1 1,0 38,3 69,4 90

33,2 88,2 26 1, 050,0 00 1, 030,0 00

11,8 20 ,5 66
6,3 49,8 86

32 ,0 02,0 00
35 ,1 60,0 00

33,5 64,0 00
35,3 84,0 00

15 ,0 64,1 40 35 ,3 00,0 00 35 ,0 00,0 00

66,5 22,8 18 10 3, 51 2, 00 0 10 4,9 78 ,0 00

63 5, 20 3
28,4 10,0 53

-0 -
-0 -

-0 -
-0 -

76 ,0 45,4 63 58, 64 8, 76 2 42,8 01,9 99

107,9 74 ,4 59 -0 - -0 -

39,5 18 12 ,500 13 ,5 00

279 ,6 27 ,5 14 16 2,173 ,262 147,7 93 ,4 99

65 2,1 89,0 99 776,9 72 ,8 19 890,5 75 ,9 91

ANALYSIS OF RETAINED EARNINGS*

Reta in ed  e a rn in g s , b e g in n in g  o f y e a r . . .  
Reta in ed e a rn in g s , end o f  y e a r ..................

4 ,6 81 ,0 66 ,1 80  5,3 33,2 55,2 79
5 ,3 33 ,2 55 ,2 79  6 ,1 10 ,2 28 ,0 98

6 ,1 10 ,2 28 ,0 98
7 ,0 00 ,8 04 ,0 89

* In  a d d it io n  to  re ta in e d  ea rn in gs  whic h ar e c re d it e d  to  th e  p rim a ry  re s e rv e , a d d it io n a l 
premiums (p re pa ym en ts ) and re tu rn  on a d d it io n a l pre miu ms  ar e c re d it e d  to  a sec on da ry  re serv e  
(See a ttachm ent C ).
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Federal Home Loan Bank Board 
Federal Savings and Loan Insurance  Co rpora tion 

PROGRAM HIGHLIGHTS

The Federal Savings and Loan Insurance  Corpo ra tio n ins ures  sav ings accounts up 
to  $100,000 fo r  each saver in  Federa l sav ings and loan as so ciat ions  and in  approved 
State- ch ar te re d sav ings and loan  or  bu ild in g  and loan as so ciatio ns , known in  some 
sections of the  co un try  as co -o pe ra tiv e banks and homestead ass oci a tions.

The budget program is  designed to  pe rm it the Co rporat ion to  handle ade quate ly 
and w ith  disp atch  it s  various  insurance  a c t iv it ie s  and to  pro te ct the  sav ings of 
people inv es ted in  insured as so ciat ions  o f the sav ings and loan type .

Des cr ip tio n

Sept.  30, 
1980 

Actua l

Sept. 30,
1981

Est imate
(D olla rs  in  M il li o n s )

Sept.  30, 
1982

Estimate

Insured In s ti tu ti o n s :

Number.................................................  4,019 3,869 3,719
As se ts.................................................  $598,101 5660,000 $726,700
Pot en tia l l i a b i l i t y . . . . $482,540 $533,600 $585,000
Net wor th ........................ . $ 32,000 5 35,100 $ 39,200

Insurance Corpo ra tio n:

Reserve fo r  Insurance lo sses.. .,. $ 6,149 $ 6,707 $ 7,385

CREATION AND GROWTH

The Corpo ra tion was created in  1934 to  insu re sav ings accounts up to  $5,000
in  a ll  Federal  sav ings and loan  as so ciatio ns  and in  approved Sta te -cha rter ed  sav ings 
and loan  or  bu ild in g  and loan associa tions, co -o pe ra tiv e banks, and homestead asso­
c ia ti o n s . In 1950, the  insu rance li m i t  was ra ised  to  $10,000 by Pu bl ic  Law 797,
E ig h ty - fi rs t Congress. In 1966, the insura nce  li m i t  was ra ise d to  $15,000 by Pu bl ic 
Law 695, E ig hty -n in th  Congress. In 1969, the  insura nce  l im it  was ra ised  to  $20,000 
by Pu bl ic Law 151, N in e ty - fi rs t Congress. In 1974 the  insu rance li m it  was ra ised  to  
$40,000 by Pu bl ic Law 93-495. In 1980, the insura nce  li m it  was ra ised  to  $100,000 by 
Pu bli c Law 96-221 , approved March 21 , 1980.

As inte nded by Congress, the  in suring o f the  accounts o f in d iv id ua l in ve st or s 
crea tes  an in centive fo r  the  investment  o f sav ings in  in s ti tu ti o n s  o f the sav ings 
and loan  typ e thus stim u la ting the  flow  of p ri va te  c re d it  fo r  home -fin ancin g in to  
in s ti tu ti o n s  s p e c if ic a ll y  cre ated fo r  ho ne -f inan cing.  Insu rance has also  proved 
to  be a s ta b il iz in g  fo rc e in  th is  segment o f the  fi na nc ia l s tructu re  o f the  Nat ion.

Pub lic  demand fo r  pro te ction o f i t s  sav ings has g re a tly  increased  the  growth 
of  insured in s ti tu ti o n s . This growth is  re flec te d  in  the  fo llo w in g  ta b le  showing 
the  number, asse ts, and average size  o f ins ured  in s ti tu ti o n s  at  the  end o f the  
fi s c a l years  in d ic a te d.
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Fisc al Number o f Assets in Average Size
Year-End Members B il li o n s in  M il li o n s

1950 2,799 $ 12.5 $ 4.5
1955 3,472 31.6 9.1
1960 4,044 63.3 15.7
1965 4,483 119.7 26.7
1970 4,406 161.4 36.6
1975 4,110 310.3 75.5
1976 4,049 357.9 88.4
1977 4,069 435.3 107.0
1978 4,053 498.8 123.0
1979 4,043 559.4 138.0
1980 4,019 598.1 149.0
1981* 3,869 660.0 171.0
1982* 3,719 726.7 195.0

♦Estim ate

As in d ic a te d , membership reached 4,019 at  September 30, 1980, a decrease o f 24 
fo r  the  ye ar . I t  is  expected to  decrease by 150 in  the current fi s c a l ye ar  and 150 
in  fi s c a l 1982, bringin g the  to ta l to  3,719 by September 30, 1982.

Assets o f insured in s ti tu ti o n s  agg regated S598.1 b i l l io n  at September 30, 1980, 
an inc rease o f $38.7 b i l l io n  or  6.9%. An increa se  o f $61.9 b il l io n  is  expected in  
the cu rr ent fi s c a l year,  and $66.7 b i l l io n  in  fi s c a l 1982, brin gin g the  to ta l to  
$726.7 b i l l io n  at  September 30, 1982, an es tim ate d inc rease o f $128.6 b i l l io n  or  
21.5% in  the two ye ar s.

The average size  o f these ins ured  in s ti tu ti o n s  increased  from $138.0 m il li o n  
at  September 30, 1979, to  $149.0 m il li o n  at  September 30, 1980, an inc rease of 7.9%. 
I t  is  expected to  reach $195.0 m il li o n  by September 30, 1982, an inc rease o f 30.9% 
ove r September 30, 1980.

The number o f insured and uninsure d sav ings and loan as so ciat ions  at  September 
30, 1980, was 4,6 47. Of th is  number, 4,019 or  86.5% were insure d whi le  628 or 
13.5% were no t.  Estimated assets  o f ins ured sav ings and loan  as so ciat ions  at 
September 30, 1980, aggregated $598.1 b i l l io n .  Assets o f un insure d savings and 
loan as so ciat ions  on the same date aggregated $11.2 b i l l io n ;  percentage wise , 
ins ured as so ciat ions  he ld 98.15 o f the ass ets  while  un insure d as so ciatio ns  he ld 
1.9%. In summary, insured as so ciat ions  repre sente d 86.5% o f a ll  sav ings and 
loan  as so ciat ions  and he ld 98.1% o f the  ass ets  o f a ll  sav ings and loan as so cia tions. 

INVESTORS

The ta b le  on page F-7 shows the  number o f ins ured  in vesto rs , to ta l sa ving s,  
and size  o f the  average insured account at  year-en d fo r  the  fi s c a l years in d ic a te d.
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F is ca l
Year-End

Number o f In ­
sured In vesto rs

( In  Thousands)

Savin gs
in

B i ll io n s

Size o f 
Average In ­
su red Account

1950 7,663 $ 10 .6 $1,389
1955 14,700 27 .0 1,837
1960 25,869 54 .9 2,1 22
1965 37,407 102.0 2,727
1970 45,670 134.0 2,934
1975 64,300 262.1 4,076
1980 90,800 487.3 5,3 67
1981* 97,200 541 .7 5,573
1982* 103,900 596.9 5,7 45

♦E st im ate

The number o f insu re d in v e s to rs  a t Sep tember 30 , 1980, showed an in cre ase i
2.0% ov er  th e  number a t September 30 , 197 9. This  fi g u re  is  ex pe cted  to  in cr ease 
by 7.0% in  th e  c u rr e n t f is c a l y e a r,  and reach 103,90 0,00 0 by September 30 , 1982, 
an in cr ease o f 14.4% fo r  th e 24-month  p e ri o d .

Ag greg ate sa vings o f in ve s to rs  to ta le d  $487 .3 b i l l i o n  at Sep tember 30 , 1980, 
an in cre ase  o f $34 .1 b i l l i o n  o r 7.5% s in ce  September 30, 1979; an in cre ase o f $54 .4 
b i l l i o n  o r 11.2% is  ex pected  duri n g  th e  c u rre n t f is c a l y e a r.  Ag greg ate sa vings are 
ex pe cted  to  reach $596 .9 b i l l i o n  by September 30 , 1982, an in cr ease o f $10 9.6  
b i l l i o n  o r 22.5% ove r September 30 , 1980.

The s iz e  o f th e  average in su re d ac coun t was $5,367  at September 30 , 1980.
I t  is  ex pe cted  to  reach $5,745 by Sep tember 30 , 1982, an in cr ease  o f 7.0% in  th e  
24-month p e ri o d .

RESERVES

The fo ll o w in g  ta b le  shows th e  re se rv es acc um ulated , by a l l  in sure d in s t i t u ­
ti o n s  as w e ll  as by th e  In su ranc e C o rp o ra ti on , by f is c a l years :

F is ca l
Year-End

A ll  Insu re d 
In s t it u t io n s

FSLIC
Tota l Prim ary Secondar

( In  M il li o n s )

1950 $ 874 $ 88 $ 88 $ . . .
1955 2,090 171 171 • ••
1960 4,40 0 354 354 . . .
,965 8,122 1,487 690 797
1970 11,542 2,854 1 ,326 1.5 28
1975 18,41 4 3,933 2,566 1,367
1976 20,142 4,261 2,951 1 ,310
1977 23,700 4,744 3,5 19 1 ,225
1978 27,400 5,164 4,051 1 ,113
1979 30,871 5,6 50 4,681 969
1980 32,000 6,1 49 5,33 3 816
1981* 35,100 6,7 07 6,07 8 629
1982* 39,200 7,385 6,96 9 416

♦E st im ate

F-7
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The res erv es and un div ide d p ro fi ts  o f ins ured  in s ti tu ti o n s  aggregated $32.0 
b i l l io n  at  September 30, 1980, an increa se  o f 3.6% ove r the  fi g u re  at  September
30, 1979. i t  is  expected to  reach $39.2 b i l l io n  by September 30, 1982, an increa se  
o f 22.5% in  the  24-month pe rio d.

RESERVES - LEGISLATIVE HISTORY

The C or por atio n' s Reserve fo r  Insu rance losses was $410 m il li o n  at  June 30,
1961. The ba sic  law requ ire d the  Corpo ra tio n to  bu ild  up a reserve  u n t il  i t  was 
equal to  5% o f a ll  insure d accounts plus  a ll  c re d it o r ob lig a tions o f a l l  insured 
in s ti tu ti o n s . The enactment o f Pub lic  Law 87-210, approved September 8 , 1961, 
revis ed  the  res erve requ ire men ts.  This law , e ff e c ti v e  January 1, 1962, requ ire d 
each insu red In s t it u ti o n  to  pay the  Corpo ra tio n an nu al ly an add it io na l premium 
in  the na ture o f a prepayment at  a ra te  equal  to  2% o f the  inc rease in  sav ings fo r 
the  prev iou s calendar year  les s an amount equal  to  any require ment fo r  the purchase 
of Federal Home Loan Bank stock du rin g such period. The law fu r th e r re qu ire d the  
Co rporat ion  to  es ta b lish  a Primary Reserve, which is  the  general rese rve  o f the  
Corpo ra tio n,  and a Secondary Reserve to  which was cr edited the  amounts o f the  prepay ­
ments made by the ins ured in s ti tu ti o n s . When the sum o f these two reserve s equaled 
2% of to ta l sav ings plu s c re d it o r ob lig a ti o n s , the  prepayments would cease and the  
Corpo ra tion would commence tr a n s fe rr in g  the Secondary Reserve to  the  Primary Reserve 
by chargin g each ins ured associa tion 's  accumulated prepayments w ith i t s  re gu la r 
annual premium l i a b i l i t y .  F in a ll y , i f  the aggregate o f the Secondary and Primary 
Reserves dropped below 1.75% of to ta l savings plu s c re d it o r l i a b i l i t i e s  at  the  end 
of any ca lend ar  ye ar,  premium prepayments would resume and re gula r annual premiums 
would be pa id by ins ured  in s ti tu ti o n s  u n ti l the  aggregate o f the  Primary and 
Secondary Reserves aga in reached 2.0% as o f the  end of a ca len da r year.

Pub lic  Law 91-151 , approved December 23, 1969, excluded c re d it o r ob lig a tions 
from the  above-mentioned ca lc u la tions and prov ide d th a t the  co ndit io n under which 
prepayments were to  cease and accumulated prepayments were to  be cre d ited toward 
re gu la r premiums was deemed to  have been met as o f the  clos e o f December 31, 1969. 
Pu bl ic Law 92-213 , approved December 22,  1971, reduced the  premium prepayment 
resumption tr ig g e r from  1.75% to  1.60%.

At December 31, 1972, the  C orp or atio n' s reserves ra ti o  dropped to  below 
1.60% o f to ta l sav ings in  ins ured  in s ti tu ti o n s . Pub lic  Law 93-100 , approved 
August 16, 1973, permanently removed the req uirement fo r  premium prepayments and 
granted to  the  Board au th o ri ty  to  determ ine each year  the  amount o f members' annual 
premiums which would be paid in  cash (th e amount cannot be less  than 30% nor 
more than 70%), and the  amount which would be charged to  the  members' pro  ra ta  
share o f the  Secondary Reserve. The law als o pro vided th a t i f  the  Cor por atio n' s 
aggregate res erv es f a l l  below 1.25% o f to ta l ins ured  sav ings c a p it a l,  re gu la r 
annual premiums would be pa id 100% in  cash.

Pub lic  Law 93-495 , approved Octo ber 28,  1974, prov ide s fo r a phase-out  of  
the Secondary Reserve over the  f i r s t  10 minimum net  re du ct ion years  oc cu rr ing 
a ft e r  December 31, 1973. In May o f each year,  the  Corpo ra tion w i l l  reduce the 
amount o f each ins ured in s t it u t io n 's  pro  ra ta  share of  the  Secondary Reserve 
as o f the preceding  December 31 by a cash refund o f the  d if fe re nce between such pro 
ra ta  share at  th a t date and a pres cr ibed  percentage of  it s  balance as o f December
31, 1973.

As of September 30, 1980, the  Primary and Secondary Reserves to ta le d  $6,149 
m il li o n ,  o r 1.26% of  to ta l savin gs . Based upon current p ro je c ti o n , i t  is  e s t i ­
mated th a t the  to ta l of the  Primary and Secondary Reserves w il l reach $7,385 
m il li o n  by September 30, 1982 or  1.24% o f to ta l savin gs .

Se ction  110(d) o f Pu bli c Law 89-117, e ff e c ti v e  August 10, 1965, enables  the  
Co rporat ion to  ob ta in  add it io na l li q u id it y ,  i f  necessary, by c a ll in g  upon ins ured 
in s ti tu ti o n s  to  make de po si ts  in  the  Corpo ra tio n up to  one percent o f th e ir  w it h ­
drawable sa ving s.  The Board has not found i t  necessa ry to  use th is  a u th o ri ty  to  da te .

F-8
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INSURANCE LIAB ILITY

The fo ll o w in g  ta b le  shows th e  p o te n ti a l l i a b i l i t y  o f  th e C orp ora tion  as o f 
th e da tes in d ic a te d :

F is ca l
Year-End

P o te n ti a l L ia b i l i t y F is ca l
Year-End

P o te n ti a l L ia b il  
in  B i ll io n sin  B i ll io n s 17

1950 $ 10 .5 1976 $296.2
1955 27 .4 1977 36 9.3
1960 54.7 1978 392.0
1965 102.5 1979 42 9.6
1970 131 .9 1980 48 2.5
1975 256.9 1981* 533.6

1982* 585.0
♦E st im ate

1 / C re d it o r o b li g a ti o n s  in cl uded p r io r  to  1969

The p o te n ti a l l i a b i l i t y  o f th e  C orp ora tion  in cr ease d fro m $429.6 b i l l i o n  a t 
September 30, 1979 to  $482 .5 b i l l i o n  a t September 30 , 1980, an incr ease  o f 1 2 .3t.  
I t  is  ex pecte d to  be $533.6 b i l l i o n  by September 30 , 1981, and $585.0 b i l l i o n  by 
September 30 , 1982 , an in cr ease  o f 21 .2X in  th e 24-month  p e r io d .

INSURANCE CLAIMS

Since  i t s  in ce p ti o n  th ro ugh  September 30, 1980 , th e  Insu ra nc e C orp ora tion  has 
had a to ta l o f 133 se tt le m ent ca se s;  55 o f thes e are c u rre n t w h ile  69 have been 
c lo s e d . Nine new cases were added in  fi s c a l 1980. Loss es , in c lu d in g  p ro v is io n  
fo r  loss es have amounted to  $404.5 m i ll io n .  Act ual lo ss es su st a in ed at September 
30,  1980 to ta le d  $295 .0 m i ll io n .

Method o f
Settl em ent  Number

A c q u is it io n  o f Asse ts ...............  13
A c q u is it io n  o f As se ts  and

C o n tr ib u ti o n s ............................  18
C o n tr ib u ti o n ................................... 72
C o n tr ib u ti o n  and Loan ................ 5
C o n tr ib u ti o n , Loan, and

A c q u is it io n  o f A sse ts ...........  2
Purchase  and As su mpt ion...........  5
Lo an .................................................... 4
Loan and A c q u is it io n  o f

A sse ts ...........................................  1
R ece iv ers h ip  and A c q u is it io n

o f A sse ts .....................................  3
R ece iv e rs h ip ................................... 10

T o ta l.............................................  133

Number o f 
In vesto rs  
Pro te ct ed

Actua l Losses 
Sus ta ined  and 
P ro v is io ns  fo r  

Losses

75,782 $ 21 ,264 ,244

119,9 25 70 ,954 ,040
659,319 150,495,4 91

44,054 6,00 7,56 9

40,752 15 ,341 ,369
100 ,844 122,973,80 0
137,383 2,13 4,70 9

26,137 3,68 3,68 2

40,107 11 ,323 ,636
50,467 309,557

1, 29 4,77 0 404,48 8,09 7

F-9
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As indica ted,  co nt rib ut ions  were made to 97 in s ti tu ti o n s ; 13 in s ti tu ti o ns  
were placed in  rec eiv ersh ip and liq uid ate d,  and in  37 cases the Corporation  
purchased assets . The losses,  inc lud ing  pro vis ion fo r losses,  represent app rox i­
mately 5.57% of cumulative gross Income through September 30, 1980.

BORROWING POSITION

Under Pub lic Law 576, approved June 27, 1950, the Corporation is  authorized 
to borrow from the United States Treasury such funds, not exceeding $750 m il lio n  
outstanding at any one time, as in the judgment of  the Federal Home Loan Bank Board 
are requ ired  fo r insurance purposes. This au thorit y has never been used.

RETIREMENT OF CAPITAL STOCK

Pursuant to Section 5(h) of Public Law 576, approved June 27, 1950, the 
Corporation  on July 1, 1958, completed the ret irement of  it s  enti re  ca pi ta l sto ck.

Retirement of the stock,  amounting to  $100 m il lio n , began in fisca l year 
1951. The amount of  the ca pi ta l stock re ti re d  each year was equal to  50% of  the 
Co rpo rat ion 's net income fo r the fisc a l year.

During the l i f e  of  the stock,  the Corporation  paid out in the form of  a 
return in lie u  of  dividends $42,976,000; almost the enti re  amount was paid to the 
Secretary of  the Treasury.

OFFICE OF FEDERAL SAVINGS AND LOAN INSURANCE CORPORATION

FUNCTIONS AND RESPONSIBILITIES

The Office  of  Federal Savings and Loan Insurance Corporation  operates under the 
general d irection and supervision  of the Federal Home Loan Bank Board. It s  mission 
is  to  pr otec t, at the leas t cost , savings of  up to $100,000 per insured member of 
those insured in s ti tu ti o ns  which are in de faul t or are in  danger of  defa ult . I t  
advises the Board on a ll  Corporation a ff a ir s  and i t  works in close lia is on  with 
other off ices of the Board on Corporation ma tters. I t  manages assets of the Cor­
poration re su lti ng from de fau lt and prev en tio n-of -d efau lt ac tions . I t  represents 
the Corporation to  savers in  savings and loan associa tions , to the savings and 
loan indu st ry , and the public genera lly , p a rt ic u la rl y  with reference to matte rs 
re la ting  to insurance coverage. I t  also  develops po lic y guide lines fo r use by the 
Board and it s  s ta ff  in  the disp os ition  of matters affect in g insurance in te re st s.

The Corporation, pursuant to au thor ity  under the law, takes steps necessary 
to  prevent de faul t 1n an insured in s ti tu io n  and to resto re an insured in s t it u ­
tio n to normal opera tions; i f  an insured in s ti tu ti o n  is  in de faul t ( i. e . ,  when a 
receive r is  le ga lly  appointed fo r the purpose of  liq u id a tion) i t  moves prompt ly 
to pay insurance in accordance with the Corporat ion 's stat utor y re spons ib ili ty .
The Board, in  circumstances where an accountholder  is  otherwise unable to w ith ­
draw his  sav ings , may authorize  the Corporation  to pay insured accounts.

Following is  a discuss ion of the re sponsib ili ty  o f the fou r major d iv is ions 
of  the Office  of  FSLIC.

Asset Management Divis ion

This Div is ion is  entrusted with the management and di sp os ition  of  assets 
acquired in discha rgin g it s  insurance func tio ns .
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Purchase of Assets

One of the determinants of the number of  personnel needed by the Asset 
Management Divis ion is  the volume of assets acquired by the Corporation in the 
reso lution of problem cases. The volume is  a use ful c ri te ri o n  in id enti fy in g 
the magnitude of the management and di sp os ition  problems of  the Div is ion.  The 
tab le below re flects  at various fisc a l year endings, the volume of  such assets

Fiscal Assets Managed Fiscal Assets Managed
Year-End ($ in M ill ions ) Year-End ($ in Mil lio ns ;

1967 $ 129.7 1974 $ 56.7
1968 127.9 1975 83.6
1969 136.8 1976 70.0
1970 224.6 1977 32.1
1971 161.3 1978 38.0
1972 124.2 1979 52.6
1973 83.9 1980 1,163.6

Financia l Assistance Divis ion

The Financia l Assistance Divis ion  has the re sponsib ili ty  fo r admin iste ring and 
supervising  the assis tance  agreements. The Corporation,  under standby co nt rib ut ion 
agreements, has the righ t of  f i r s t  refusal  over asset sa les . Thus, the Divis ion 
personnel must be prepared on short notice to  determine whether the best in te re st  
of the Corporation dictates  a dec ision  to exercise that  r ig h t.  At September 30,
1979, the ri gh t is  applicable  to assets aggregating $1 b il li o n  on which losses are 
estimated to be $32.9 m il lio n .

Addit ional re sponsib ili ties of the Fina ncia l Assistance and Problem and Reha­
b il it a t io n  Divis ion s inc lude an ad minist ra tive fun ct ion  over $181.9 m ill io n  in 
loans representing past re hab ili ta tion  act ions to  aid ten threatened in s ti tu ti o n s . 

Problem and Re ha bi litat ion Divis ion

The Problem and Reh ab ili ta tio n Divis ion is  d ir ec tl y  concerned with  insured 
savings and loan associations which present unusual and d if f ic u lt  risk  si tu ations,  
the reso lution of which may invo lve fin an cial  assistance by FSLIC.

The problems may re la te  to such matters as unsafe and unsound appraisal and 
lending polic ies and prac tices , con fl ic ts  of in te re st  of  se lf-de al ing by o ff ic e rs  
and d irecto r,  serious vio la tio ns of  Insurance Regulations or other imprudent 
business prac tic es , any one or combination of which could threaten the v ia b il it y  
of the in s ti tu ti ons  concerned and the fin ancial s ta b il it y  of the FSLIC.

During fisca l year 1980, the Corporation executed si x standby co nt rib ut ion 
agreements on beh alf of  those problem associatio ns which ceased to be viab le . Two 
of these agreements were ef fec ted  after the appointment of a Receiver by the 
State Court.  One of these actions resulted in a merger with a via ble in s ti tu ti o n  
whi le the other involved a bulk purchase of  assets and assumption of a ll  li a b il it ie s  
by a via ble  in s ti tu ti o n .'

Under the pro vis ions of FIRICA of 1973, the Corporation entered in to  three 
purchase and assumption tra nsactions to prevent the liq u id ation of  three defau lted  
in s ti tu ti o n s . This res ulted  in the tran sfer  of a ll savings deposit li a b il it ie s
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to ta lin g  $445.3 m ill io n  to  three via ble in s ti tu ti o ns . The FSL1C, in tu rn , acquired 
assets amounting to $549.0 m il lio n  and assumed the remaining li a b il it ie s  of 
$163.5 m ill io n . In ad di tio n the FSLIC assumed commitments of approximately $619.2 
m il lio n . For these transac tions  the FSLIC received premiums to ta lin g  $48.1 m ill io n . 

Qu antitat ive  Analysis Divis ion

The program of problem and re hab ili ta tion  in today's economic clim ate  requ ires 
continu ing  analyses by FSLIC personnel to  deal with changing cond itions and direc t 
involvement in re hab il it a ti ve  e ff o rt s . By a realignment of  FSLIC s ta ff , the 
Qu antita tive Analysis Di vision  was established with individu als having m ul ti-  
disc ip lin ed  s k il ls  and experiences to  provide indepth an alyt ical  support . This 
Div is ion re lies heav ily  upon soph ist ica ted  management science and computer 
techniques to sa tis fy  the an alyt ical  needs of the Corporation.

Insurance Settlement Di vis ion

Insurance settlement and dissemination  of insurance coverage info rma tion  as 
stated  above, are the fun ctions of  the Insurance Settlement D iv is ion.  Repeating 
an e a rl ie r observation, the indeterminable number of  problem cases de te rio ra tin g 
to  the point of  rece ive rsh ip fo r the purpose of  liq u id ation makes i t  d if f ic u lt  
to  pred ict  the insurance set tlement a c ti v it y  of th is  D iv is ion.  Notwi thstanding 
the  fa ct  that  a sp ec ifi c case of  problem propor tions may never reach the point 
of  an insurance payout, ca reful and extens ive preparation and de ta ile d planning, 
d if f ic u lt  to  measure in terms of  workload, are needed and are devoted to such 
cases. Such e ff o rt  is expended to preserve the Corporat ion 's pu bl ic image as 
a prompt payer of  insurance.

Receiverships - Liq uida tion

During the period 1965-1971 the Corpora tion nade insurance payments to  savers 
in  six  savings and loans. In each instance the Corporation  was subsequently 
appointed Receiver and assumed re sp onsi b ili ty  fo r the liq u id ation of the remaining 
assets.  At September 30, 1980 a ll  si x receive rsh ips had been term inated.

Receiverships - Purchase and Assumption

During fisca l year 1980, the Corporation was appointed the Receiver fo r three 
defaul ted  in s ti tu ti o ns . Rather than paying out insured savers , the Corporation 
found i t  more cost be ne fic ia l to  tran sfer a ll  savings deposit li a b il it ie s  matched 
wi th  cash and other assets to  in s ti tu ti ons  with  the fin ancial ca pabili ty  to fu ll y  
service  depos itors.  The rece ive rhsip , in tu rn , tra ns ferre d the assets acquired 
and remaining li a b il it ie s  assumed to the FSLIC in it s  Corporate capacity.

PROGRAMS AND ACTIVITIES

Due to the a v a ila b il it y  of the fa c il it ie s  of the Federal Home Loan Bank 
Board, the Corporation fun ctions wi th a small s ta ff . Following is  an ou tline  
of  the Insurable  In terest  and Insurance Settlement operations of  the Corpora tion. 

INSURABLE 1NTERST AND INSURANCE SETTLEMENT OPERATIONS

This jo in t a c ti v it y  is  ca rried  on by the Of fice of Federal Savings and Loan 
Insurance Corpora tion.
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PROGRAM AND ACTIVITIES (c on t'd )

Insu rable In te rs ts

Th is a c t iv it y  Inc lude s the  rev iew ing  of a ll  proposed ac tio ns  d ir e c tl y  
a ff e c ti n g  the  In te re s ts  o f the  Corpo ra tio n,  ad vising  the Board thereo n,  and 
the  development o f po licy  gu id elin es fo r use by the  Board and s ta f f un its  1n the 
ha nd ling o f ma tters a ff e c ti n g  insurance  in te re s ts .

Insurance se ttlem en t

Th is a c t iv it y  c a ll s  fo r step s,  au thor ize d by law, to  be taken when re quired, 
to  pay ou t insurance  in  event o f d e fa u lt , to  prevent de fa u lt  and to  re sto re  insured 
in s ti tu ti o n s  to normal op er at ions . The a c t iv it y  also  inc lude s d ir e c ti n g  the 
liq u id a ti o n  o f ass ets  acq uired  in  de fa ult -p re vention ac tions, and su pe rv is ing 
li q u id a ti o n  of  in s ti tu ti o n s  where the Insurance Co rporat ion is  named re ce iv er.
Steps to  be taken f a l l  in to  the  fo llo w in g cate gories:

Pre vention  o f de fa u lt

Se ction  40 6( f)  o f the  Na tiona l Housing Act au thor izes  the Corpo ra tion to  
purchase the  assets  o f ,  make a con tr ib u tion  to , or make loans to an ins ured 
in s t it u t io n  in  or  threa ten ed w ith de fa u lt ; these fu nct ions  are summarized below:

(1) Purchase o f ass ets  - To prevent de fa u lt  or  to  min imize loss es , the  
Co rpora tion may purchase a ll  or  a po rt io n  of the  substandard assets o f 
an impaired In s t it u ti o n  or  one whose v ia b i l i t y  is  thr ea tene d.  In 
add it io n to recommending corr ective measures designed to  pre ven t re cur­
rence o f fi na nc ia l d i f f ic u lt ie s ,  a pr imary  re s p o n s ib il it y  o f the 
Co rporat ion  is  the  o rd erly  li q u id a ti o n  o f the  ass ets  ac qu ire d.

(2)  Con tr ib ution - Whenever an insured in s t it u t io n  is  impa ire d,  the  Cor-  
po ra tio n may make, or commit i t s e l f  to  make, a cash con tr ib u tion  in  an 
amound s u ff ic ie n t to  cure  the  impairment. Throughout the  l i f e  o f such 
financ ia l assistan ce  ag reem en ts- -gen erall y fi v e  to  seven ye ars -- th e Cor­
po ra tio n ma inta ins clos e li a is o n  w ith  the  in s t it u t io n  invo lved,  a ss is ting  
in  i t s  re h a b il it a ti o n  and su pe rv is ing the  li q u id a ti o n  o f ri s k  as se ts.

(3)  Loan - Another s ta tu to ry  power to  fo re s ta ll  or  min imize  los ses au thor izes  
the Co rporat ion  to  make loans to  In s ti tu ti o n s  in  or threaten ed w ith  
d e fa u lt .

(4 ) Merger - When in the best in te re s t of insured sav ings accoun t-h old ers 
invo lved,  and when such ac tio n is  not  in  c o n fl ic t w ith  the  best in te re s ts  
of the  Corpo ra tio n,  the Co rpora tion may ac t as sponsor and ne go tia te
the  merger o f an in s ti tu ti o n  threa tened w ith de fa u lt  w ith  a str on g in ­
sured in s t it u t io n .  Where insure d S ta te -cha rter ed  as so ciat ions  are 
invo lved,  the  co -o pe ra tio n o f State  a u th o ri ti e s  is  necessary. Such 
mergers o ften in vo lve a purchase of substandard assets  by the  Corpo ra tion 
and ge ne ra lly  in vo lv e a con tr ib u tion  to  the re su lt in g  e n t it y .

Re ce ive rsh ip

When prev en tio n o f de fa u lt  is  ne ither prudent nor economical and an insure d 
in s t it u t io n  is  placed in  re ce iv ers h ip  fo r li q u id a ti o n , the Corpo ra tio n,  by law , 
must be appointed  so le re ceiv er i f  the as so ciatio n is  op erat ing under Federal 
cha rte r.  Pursuant to  le g is la ti o n  enacted Ju ly  1, 1968, the  Federa l Home Loan 
Bank Board has independent au th o ri ty  to  e le c t to  ap po int  the  Co rporat ion  as
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receiver under Federal law in those cases re la ting  to Sta te-cha rtered  insured 
in s ti tu tions  where the State has appointed a receive r or custodian or the 
associa tion  is  closed under State law. In any even t, the Corporation  must make 
prompt payment of  insurance to  savings accountholders in  a ll  instances , e ith er 
in cash or by trans ferre d account in another insured associa tion. The Corpora tion 
has fu ll  re sponsib ili ty  fo r a ll  phases of  liq u id ation fo r which i t  is  receive r 
and fo r mainta ining v ig ila n t lia is on  with oth er receive rs fo r insured in s ti tu tions  
in  order to  minimize the ul tim ate dra in on the Corporatio n's resources.

ACTIVITY

During fi sca l year 1980, the Corporation  took fin an cial  ac tion to  pro tec t 
depositors in nine ass ociat ions. The 142,860 deposito rs involved had savings 
balances of $806.8 m ill io n . In six of  these cases a ll depositors were protected 
in fu ll  through fin an cial  assistance agreements. These agreements perm itted  the 
merger and/or purchase of threatened in s ti tu ti o ns  by sound ones. The other three  
cases were resolved through purchase and assumption transac tions .

The fu ture projected insurance protec tio n a c ti v it y  of the Corporation  in 
tod ay's clim ate  is  d if f ic u lt  to pre d ic t.  Clear ly,  i t  w il l be invo lved  from time- 
to -time in  preventing  the fa ilu re  of  ce rta in  in s ti tu ti ons  whose mortgage loan 
port fo lio s have been adversely af fec ted  by the changing economic co nd itio ns .

The continued increase in the growth and level of a c ti v it y  of  the savings and 
loan business re flect s it s e lf  in the workload. The aggregate assets of  insured  
in s ti tu ti o ns , and the problems associated wi th a changing indu st ry , a ll  continue 
to main tain a high le ve l. Insured membership decreased during fisca l 1980 by 24 
reaching 4,019. Thei r assets on the same date aggregated $598.1 b il li o n ,  an 
increase of  $38.7 b il li o n  or 6.9%. They are expected to  reach $726.7 b il li o n  
by September 30, 1982, an increase of $128.6 b il li o n  or 21.5% in the 24-month 
period. Po ten tia l li a b il it y  increased from $429.6 b il li o n  at September 30, 1979 to 
$482.5 b il li o n  at September 30, 1980, an increase of $52.9 b il li o n  or 12.3%.

BUDGET SU'iMARY

The 1982 estimates of ad minist ra tive expenses of the Federal Savings and Loan 
Insurance Corporation, the revised estimates fo r the current fi sca l year,  and 
actual expenses fo r fis ca l 1980 are summarized in the fo llowing  ta ble:
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1981

Des cr ip tio n
1980

Actual
Budget

Est imate
Current

Est imate
1982

Est imate
Increase or 
Decrease (-

P os it io ns................ 20 20 20 20 -0 -
Work-Years.............. 17 20 20 20 -0 -

*—■

Personnel Compensation. $520,832 $623,000 $662,000 $678,000 $16,000
Personnel B ene fi ts ........ 45,356 58,000 56,500 58,500 2,000

Total Personal Se rvic es
and B ene fi ts ................ 566,188 681,000 718,500 736,500 18,000

Contractua l Services
and Sup pl ies................

Acq uis it io n of
271,085 431,000 329,500 289,500 -40,000

Ca pital As se ts............ 70 3,000 2,000 4,000 2,000

Total Gross Expenses... 837,343 1,115,000 1,050,000 1,030,000 -20,000

Estimated Savings..........
Proposed Supplementals 

due to  Increased Pay

127,657 -0 - -0 - -0 - -0 -

Co sts .............................. -0 - -0 - -59,000 -0 - 50,000

Act ua l. A uth orization ,
and Est im ate................ 965,000 1,115,000 1,000,000 1,030,000 30,000

As indi ca ted the fi s c a l year 1981 budget es tim ate o f S I,115,000 was reduced 
$115,000 by the  Congress, some of which was ap pl ied to  compensation and some to  
co nt ractua l se rv ice s and supplie s. We are re qu es tin g a 1981 supplemental of  
$50,000 to  cover inc rea sed  compensation and benefi t costs  re su lt in g  from the 
9.1% October 1980 general  pay inc reas e.

The 1982 es tim ate re fl e c ts  no change in  to ta l au thor ize d po s it io ns ; i t  does 
show a net decrease in  funds o f $20,000 from  the es tim ate fo r  the cu rren t 
fi s c a l ye ar . The net decrease by categ ory  o f expense, is  shown below.

Item Increased Amount

Personnel Compensation.....................................................
Personel B ene fi ts ...............................................................
Travel and Tr an sp or ta tio n o f Persons..........................
Tr an sp or ta tio n o f Th ing s.................................................
Rent, Communications, and U t i l i t i e s ............................
Other Service s.....................................................................
Supplies and M a te ri a ls .....................................................
A cqu is it io n  o f Cap tia l Ass ets.......................................

$16,000
2,000
2,000

-0 -
7,000

-50,000
1,000
2,000

T o ta l............................................................................. -20,000

On the  fo llow in g  page is  a more de ta iled  com parativ e sumnary o f expenses 
fo llowed  by an ex plan at ion and ju s t if ic a t io n  of  the  in d iv id ua l li n e  ite ms.
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F edera l Home Loa n Ban k Boa rd  
F ed e ra l Savi ngs and Loan In su ra n c e  C o rp o ra t io n  

PERSONNEL COMPENSATION

1981
1980 Bud ge t C u rr e n t 1982 In c re a s e  o r

A c tu a l E s tim a te E s ti m a te E s ti m a te Decr ease ( - )

P o s it io n s .................................... 20 20 20 20 - 0 -
W ork -Y ears ................................. 17 20 20 20 - 0 -
N e t- S a l a r y ................................. $5 20, 83 2 $6 23, 00 0 $662,0 00 $6 78, 00 0 $16 ,0 00

The 1982 e s t im a te  o f $678,0 00 p ro v id e s  f o r th e  in s u ra n c e a c t i v i t i e ; i t o  be
c o n ti n u e d  a t  a p p ro x im a te ly  th e  same le v e l as 19 81.  The in c re a s e  o f  $16,0 00 c o v e rs  
c o s t o f  w it h in - g r a d e  in c re a s e s ,  a n n u a li z a t io n  o f  th e  1980 pay r a is e ,  and o th e r  
pay a d ju s tm e n ts .

PERSONNEL BENEFITS

1981
198 0

A c tu a l
Bud ge t

E s ti m a te
C u rr e n t

E s ti m a te
1982

E s tim a te
In c re a s e  o r  
Decr ease ( - )

H e a lt h .................................... $ 7 ,1 85 $1 0,5 00 $ 9 ,0 00 $10,0 00 $1,0 00
L i fe  In s u ra n c e ................. 1, 522 3,0 00 2,0 00 2, 00 0 - 0 -
R e ti re m e n t.......................... 34,8 76 44,0 00 45 ,0 00 46,0 00 1,0 00
S o c ia l S e c u r it y  Ta xes 

(F IC A )............................... 1, 773 500 500 500 - 0 -

T o t a l ............................. 45 ,3 56 58,0 00 56,5 00 58,5 00 2 ,0 00

HEALTH BENEFITS

The 1982 e s ti m a te o f  $10,0 00 p ro v id e s  f o r th e  C o rp o ra t io n 's  (E m p lo ye r)  share
o f  th e  c o s t o f  th e  F edera l Em pl oy ee s'  H e a lt h  B e n e f it s  A c t o f  1959 (P u b li c  Law 86-  
3 8 2 ).

LIF E INSURANCE

The 1982 e s t im a te  o f  $2 ,0 00  re p re s e n ts  th e  C o rp o ra t io n 's  (E m p lo ye r)  p o r t io n  
o f  th e  prem ium s paya b le  under th e  Federa l Em plo yees'  Group  L i f e  In su ra n ce  A ct o f  
19 54 ; i t  i s  ba se d upon  th e  num ber  o f  em ploye es  expe cte d  to  be on th e  p a y r o ll  in  
f is c a l  19 82 .

RETIREMENT

The 1982 e s ti m a te  o f  $46 ,0 00 p ro v id e s  f o r  th e  C o rp o ra t io n 's  (E m p lo ye r)  share  
o f  m andato ry  c o n t r ib u t io n s  to  th e  C iv i l  S e rv ic e  R e ti re m e n t and D is a b i l i t y  Fund 
p u rs u a n t to  S e c ti o n  102(A ) o f  P u b li c  Law 9 1 -9 3 , appro ved O cto ber 20, 19 69 ; i t  is  
a t  th e  r a te  o f  7X o f  em plo yees ' b a s ic  s a la r ie s .  The f ig u r e  is  ba se d upo n th e  num ber 
o f  em ploye es  expe cte d  to  be  on th e  p a y r o ll  in  f is c a l  19 82.

SOCIAL SECURITY TAXES

The 1982 e s t im a te  o f  $500 p ro v id e s  f o r  th e  pa ym en t o f  th e  C o rp o ra t io n 's  
(E m p lo ye r)  sha re  o f  c o n t r ib u t io n s  un der  th e  F ed e ra l In su ra n ce  C o n tr ib u t io n  A c t .  
Payment is  made f o r  a l l  em ploy ee s who do  no t c o n t r ib u te  to  th e  C iv i l  S e rv ic e  
R e ti re m e n t and  D i s a b i l i t y  Fu nd .

F- 17
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F e d e ra l Home Loan Bank Boa rd  
F ed e ra l S a v in gs  and  Lo an  In su ra n ce  C o rp o ra t io n

TRAVEL AND TRANSPORTATION OF PERSONS

1981
1980 Bu dg et C u rr e n t 1982 In c re a se o r

A c tu a l E s ti m a te E s ti m a te E s ti m a te Decr ease I d

$36,8 61 $28,0 00 $28 ,0 00 $30 ,0 00 $2,0 00

The e s t im a te  p ro v id e s  f o r  a tt e n d a n c e  a t  c o n fe re n ce s  o f  s a v in g s  and lo an  
le a g u e s , m ee ting  w it h  S ta te  s a v in g s  and  lo a n  s u p e rv is o rs ,  d i r e c t o r s ,  and  o f f i c e r s  
o f  th e  F ed e ra l Home Loa n Banks,  and s a v in g s  and  lo a n  a s s o c ia t io n s .  There  i s  a 
c o n t in u in g  nee d to  a c q u a in t th e s e  gro ups as  w e ll  as th e  s a v in g s  p u b li c  w it h  more 
and b e t te r  in fo rm a t io n  about in s u ra n c e  c o v e ra g e . The e s t im a te  w i l l  p ro v id e  th e  
D ir e c to r  and  h is  to p  s u p e rv is o rs  w i th  s u f f i c ie n t  t r a v e l fu n d s  to  d is c h a rg e  t h is  
r e s p o n s ib i l i t y .  The in c re a s e  o f  $2 ,0 00  o v e r  th e  c u r re n t  y e a r  p ro v id e s  f o r  in c re a s e d  
t r a n s p o r ta t io n  c o s ts  in  19 82.

TRANSPORTATION OF THINGS

1981
1980 Bud ge t C u rr e n t 1982 In c re a s e  o r

A c tu a l E s ti m a te E s ti m a te E s tim a te D ecr ea se  ( - )

$2,9 73 $ -0 - $2 ,0 00 $2,0 00 $ -0 -

T h is  it e m  p ro v id e s  f o r  th e c o s t o f  sh ip m ent o f  s u p p li e s and  equ ip m ent to
and fr o m  th e  C o rp o ra t io n .

RENT, COMMUNICATIONS, AND U T IL IT IE S

198 0 Bud ge t
1981

C u rr e n t 1982 In c re a se  o r
A c tu a l E s ti m a te E s ti m a te E s ti m a te D ecr ea se  ( - )

Re nt  and  U t i l i t i e s :
O f f ic e  Spac e..................... . .  $1 24,8 12 $113,0 00 $1 25,0 00 $125,0 00 $ - 0 -
E q u ip m en t............................ -134 5 ,0 00 5 ,0 00 5 ,0 00 - 0 -

S u b - to ta l..........................  124,678 IT S .000 n c r .o o o 130 ,000

C om m un ic a tions:
F ix e d  Tel ephone

C harg es............................ 5 ,5 94 13,0 00 10 ,0 00 11,0 00 1,0 00
Lo ng  D is ta n c e  C a l ls . . . 17,9 99 22 ,0 00 23,0 00 28 ,0 00 5 ,0 00
T e le ty p e  and

Tel g ra m s......................... - 0 - 1 ,0 00 1, 00 0 1, 000 -0 -
P o s ta g e ............................... 4 ,0 00 3 ,5 00 4 ,0 00 5 ,0 00 1, 000

S u b - t o t a l ..................... 27 ,5 93 39,5 00 38 ,0 00 45 ,0 00 7 ,0 00

CRAND-TOTAL................. . 15 2, 27 1 157 ,5 00 168 ,0 00 175,0 00 7,0 00

RENT AND U T IL IT IE S

The 1981 and 1982 e s ti m a te s  o f  $125,0 00 f o r  o f f i c e  sp ac e p ro v id e s  f o r  8 ,0 5 8  
squa re  fe e t  o f  o f f i c e  sp ac e in  th e  new F e d e ra l Hone Loan Bank B oard  B u il d in g  
a t an avera ge c o s t o f  $15 .5 0 p e r squa re  f o o t .

F -1 8
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F edera l Home Loan Bank Boar d 

F ed era l S avin gs and  Loa n In s u ra n c e  C o rp o ra t io n

RENT AND U T IL IT IE S  ( c o n t ’ d )

Equipm en t r e n ta l c o s ts  o f  $5 ,0 00 p ro v id e s  f o r  th e  r e n ta l o f  c o p y in g  equ ip m ent 
used by  th e  C o rp o ra t io n .

COMMUNICATIONS

The 1982 e s t im a te  shows an in c re a se  o f  $ 7 ,0 00  o v e r th e  c u r re n t  y e a r e s t im a te  
p r im a r il y  a t t r ib u t a b le  to  h ig h e r  te le p h o n e  (F TS ) ra te s  in  198 2 fu rn is h e d  to  us  
by  GSA.

PRINTING AND REPRODUCTION

198 0
A c tu a l

1981
Budg et  C u rr e n t

E s ti m a te  E s ti m a te
1982 In c re a se  o r

E s ti m a te  Decr ease ( - )

$1,8 54  $1 ,0 00  $1,0 00 $1 ,0 00  $ -0 -

The 1982 e s t im a te  o f  $1 ,0 00 p ro v id e s  f o r  
r e p r o d u c t io n .

th e  c o s t o f  c o n t ra c tu a l p r in t in g  and

OTHER SERVICES

S p e c ia l S tu d ie s ........................
F id e l i t y  Bo nd .............................
R e p a ir s  t o  F u r n i tu r e ,  

F ix tu r e s ,  and  Equ ip m ent.
T ra in in g  Pro gr am ......................
P o r t f o l io  Mgmt S e r v ic e s . . .
H e a lth  Pro gr am ...........................
GAO A u d it ......................................
S e c u r it y  I n v e s t ig a t io n s . . .  
O th e r ................................................

T o t a l......................

1981
1980 Bud ge t C u rr e n t 1982 In c re a s e  i

A c tu a l E s ti m a te E s ti m a te E s ti m a te Decr ease

$2 9,6 15 $1 75,0 00 $ 72,0 00 $ - 0 - $ -7 2 ,0 0 0
2, 02 7 3,0 00 2 ,0 00 2,0 00 - 0 -

-0 - 1 ,0 00 500 500 - 0 -
10 ,6 57 10,0 00 10,0 00 12,0 00 2 ,0 00
13 ,0 66 20 ,0 00 20 ,0 00 40,0 00 20 ,0 00

-0 - 3 ,0 00 2 ,0 00 2 ,0 00 - 0 -
18,7 20 25,0 00 18 ,0 00 18,0 00 - 0 -

-0 - 1 ,0 00 1,0 00 1, 000 - 0 -
-0 - 1 ,5 00 1,0 00 1,0 00 - 0 -

74 ,0 85 239 ,5 00 126,5 00 76,5 00 -5 0 ,0 0 0

SUPPLIES AND MATERIALS

1981
1980

A c tu a l
Bud ge t C u rr e n t

E s ti m a te  E s ti m a te
1982  In c re a se  o r

E s ti m a te  Decr ea se  ( - )

$3 ,0 41  $5,0 00 $4 ,0 00 $5,0 00 $1,0 00

The e s t im a te  p ro v id e s  f o r  
exp endab le  e q u ip m e n t.

th e  c o s t o f  o f f i c e  s u p p li e s , boo ks , b in d e r s ,  and

F - l 9
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Fe de ra l Home Loan Bank Board 
Fed er al  Sa vin gs  and Loan In su ra nce  C o rp ora tion

ACQUISIT ION OF CAPITAL ASSETS

1981
1980

Actu al
Bud get

E stim ate
C urr ent

Estim ate
1982

E stim ate
In cre ase or 
Dec reas e ( - )

$70 $3 ,0 00 $2 ,0 00 $4,0 00 $2 ,0 00

P ro v is io n  is  made In  th is  Item  fo r  n o n -c a p it a l 1 zed Ite ms of f u r n it u r e  
f ix t u r e s ,  and eq uip m en t.

AUTHORIZATION LANGUAGE

Ex cept  fo r  th e  change in  th e l im it a t io n  amount fo r  1982, th e re  are  no 
d if fe re n c e s  be tw een th e cu rre n t lang ua ge  and th a t  pro posed fo r  198 2.
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Federal Home Loan Bank Board

Federal Savings and Loan Insurance Corporation 

PERSONAL SERVICES DATA BY ORGANIZATIONAL UNIT - FISCAL YEAR 1982

FEDERAL HOME LOAN BANK BOARD

TT
II

CHA IRMAN

II
II
II
II
II
" 2 /

J " '

OFFICE OF FSLIC

GS GRADE TIT LE NO. AMOUNT

SES D i r e c t o r 1 $ 5 0 ,1 1 2
SE S D e p u ty  D i r e c t o r 1 5 0 ,1 1 2

15 - 4 1 9 7 ,8 5 3
14 - 3 1 3 2 ,5 4 3
12 - 1 3 2 ,3 3 9

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

TOTAL PO SI TI ONS -  ANNUAL SALARY 20 6 3 8 ,3 4 6
TOTAL WORKYEARS -  TOTAL SALARY 1 9 .8 6 7 8 ,0 0 0

A daln la tr at lv a D ir ec tion and Co ordin ation  »

2 1 — —  — —  Su ba tan tlv a R aapon al blll tlaa

F-21
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Federal Home Loan Bank Board 
Interest Adjustment Payments

The Housing Opportunity Allowance Program (HOAP) was initially designed in fiscal year 1971 to help middle-income families, with incomes insufficient to 
qualify them for conventional mortgage loans but in excess of the income limit for home ownership assistance under Section 235 of the National Housing Act, to 
attain home ownership. Under this Program, an eligible prospective home buyer 
was provided with a direct monthly allowance of $20 for a maximum period of 60 months of the term of his mortgage.

In March 1972, the U.S. District Court of the District of Columbia ruled that no U.S. Treasury funds could be disbursed for HOAP loans because low-income families were not eligible for such loans. Upon receipt of the court injunction the Program was suspended by the Federal Home Loan Bank Board. At that time, 
about 9,000 families, with incomes in the range of $7,OOO-$12,OOO had obtained HOAP loans.

The Board reactivlated HOAP in June 1972 to include both low and middle- income families in response to the court injunction. The new Program called HOAP 
1/11, continued the original Program for middle-income families and also provided for larger mortgage subsidy payments to families with incomes below $7,000; sub­
sidies as high as $70 per month were permitted, depending on family income. The 
Program required reevaluation of the borrower's income after the first five years of subsidy payments and a lowering of subsidy payments for the second five-year 
period if the family income had increased. The extent of subsidy for low-income families was determined by a FHLBB formula based on Department of Housing and Urban 
Development criteria for public housing (42 U.S.C. 1401) and housing obtained under Section 235 and 236 of the National Housing Act, as amended (12 U.S.C. 1715Z and 17152-1).

Title I of the Emergency Home Finance Act of 1970, Public Law 91-351, autho­rized an appropriation without fiscal year limitation, of $250,000,000 to be used by the Federal Home Loan Bank Board for disbursement to the Federal Home Loan Banks to adjust the effective interest rate charged by each bank on lending to member savings and loan associations to promote an orderly flow of funds into residential construction.

The HOAP Program was initiated with an appropriation of $85 million. An additional $62.5 million was appropriated in 1972 bringing total appropriations 
available to the Board to $147.5 million. Cumulative obligations against these 
appropriations at September 30, 1980 amounted to $12.5 million. Actual disburse­ments made through September 30, 1980 amounted to $12.4 million, leaving $0.1 million available for future disbursement. Of this balance, we estimate that $0,05 million will have been disbursed by the end of fiscal vear 1981 with the 
remaining $0.05 million disbursed during fiscal year 1982.

C-l
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Federal Hone Loan Bank Board 

Federal Hone Loan Mortgage Corpo ra tio n

The Federal Hone Loan Mortgage Corpo ra tio n (a fe dera lly -c hart e re d  co rp ora tion) 
was organized  on July  24, 1970, under the Emergency Home Finance Act o f 1970. The 
Co rpora tion is  under the d ir e c ti o n  of a Board o f D irecto rs  composed o f the members 
o f the  Federal Hone Loan Bank Board.  The Corpo ra tio n purchases, s e ll s , and oth er­
wise dea ls in  mortgages on re s id en tia l p ro pert ie s . The Act exempts the  Corpo ra tion 
from a ll  ta xa tion  by the  United  Sta tes  o r by any S ta te , coun ty,  m uncip a lit y , or 
loca l ta xi ng a u th o ri ty , except fo r  real  pr op er ty  ta xes. The Cor por atio n' s cap ita l 
stock was iss ue d,  at  pa r, to  the Federal Home Loan Banks; the  stock is  no nvoting  
and no nt ra ns fe ra ble,  and it s  ownership is  re s tr ic te d  to  the Federal Hone Loan 
Banks. A statement  o f Co nd ition  as o f September 30,  1980, is  presen ted on page 
H-2, and a statement  o f income and re ta ined  earnings fo r  the  fi s c a l years  1980 and 
1979 is  presen ted on page H-3.

H- l
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Fe de ra l Home Loan Bank Board 
FEDERAL HOME LOAN MORTGAGE CORPORATION

STATEMENT OF CONDITION AS OF DATES INDICATED
(In Thousands)

CASH

9/3 0/8 0

S 390

9/3 0/7 9

$ 678

In cr ease
(D ec reas e)

$ (288 )

Inve stmen ts
U.S . S e c u ri ti e s — 35,000 (3 5, 000 )
Other  S e c u ri ti e s 305.259 261,862 43,397

Tota l Inve stm en ts 305,2 59 29 6, 86 2 8 " , W

MORTGAGE LOANS
In su re d o r Guaranteed by

FHA o r VA 1, 10 7, 73 5 1,18 8,60 0 (8 0, 865 )
P a r ti c ip a ti o n  in  Conven­

ti o n a l Mo rtgage  Loans 2,862, 62 8 2,27 3,17 1 589 ,457
Con ve nt iona l Mo rtgage  Loans 563,288 285,596 277,692

Subto ta l 4,5 33 ,6 51 3,74 7,36 7 7§6,2 '84

Le ss : Un am ort ize d
D isco unt and Al lowan ce  
fo r  Losses (5 8,1 39) (5 8, 828 ) 689

T ota l Mo rtgage  Loans 4,475, 51 2 3,68 8,53 9 786,973

ACCOUNTS RECEIVABLE 160,125 122 ,775 37,350

OTHER ASSETS 247,343 251,350 (4 ,0 07)
Tota l As se ts 5 ,1 8 8 ,6 2 9 4,3 50 ,2 04 82 8, 42 5

ACCOUNT PAYABLE AND ACCRUED
LI ABIL IT IE S 416,401 309,290 107 ,111

BORROWINGS FROM THE PUBLIC
Mo rtgage-B acked Bonds 363,386 577,579 (2 14 ,193 )
Other 4, 196, 65 0 3,24 2,52 7 954,123

Tota l Bo rro wings 4,560, 03 6 1 ^ 2 0 , ’ 1U5 "  73 9,93 0"

CONTINGENCIES
Mortgage  P a r ti c ip a ti o n

C e r t if ic a te s 14 ,650 ,741 12 ,243 ,934 2,40 6,80 7
Guara nteed Mortgage 

C e r t if ic a te s 2, 17 7, 00 0 2,24 4,00 0 (6 7, 000 )
Le ss : U nderlyi ng

Mortgage Loans So ld In ­
c lu d in g  P r in c ip a l C ol­
le c t io n s  Held in  T ru st (1 6,8 27 ,7 41) (1 4, 487 ,9 34) (2 ,3 39,8 07)

STOCKHOLDERS' EQUITY . . . __ . . .
C ap ita l Stock 100,0 00 100 ,000 —
C ap ita l in  Excess o f Par 

Va lue 100,0 00 100,000
Retaine d Ea rn ings 12,192 30,808 (1 8,6 16 )

Tota l S to ckho ld e rs '
E qu ity 212,192 230,808 (1 8, 616 )

T ota l L ia b i l i t ie s
and C ap ita l 5,18 8,62 9 4, 36 0,20 4 828,425

11-2
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Fe de ra l Home Loan Bank Board
FEDERAL HOME LOAN MORTGAGE CORPORATION

STATEMENT OF INCOME AND RETAINED EARNINGS
FOR THE 12 MONTHS ENDING SEPTEMBER 3 0 , 19 80  AND SEPTEMBER 30, 1979

9 /3 0 /8 0 9 /3 0 /7 9

INCOME
In te re s t and Disco un ts  on

Mo rtg age Loans $4 30 ,4 62 $3 10 ,0 17

In te re s t on Investmen ts 34,5 28 39 ,7 92

Other  Income 4,9 06 3,9 67

Tota l Income 46 9, 89 6 35 3, 77 6

EXPENSES
In te re s t on Bo rro wings 

and Rel ate d Costs 39 0, 18 5 28 1,5 89

Pro vis io n  fo r  Un insured
P ri n c ip a l 23 ,1 79 18 ,1 24

A d m in is tr a ti v e  Expenses 25,1 48 17 ,321

Tota l Expenses 43 8, 51 2 31 7,03 4

NET INCOME 31 ,3 84 36 ,7 42

RETAINED EARNINGS, BEGINNING
OF YEAR 30 ,8 08 19 ,0 66

TRANSFER TO CAPITAL IN EXCESS
OF PAR VALUE . . . . . .

DIVIDENDS PAID (5 0 ,0 0 0 ) (2 5 ,0 0 0 )

RETAINED EARNINGS, END OF YEAR 12 ,192 30,8 08
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February  5, 1981.
NATIONAL CREDIT UNION ADMINISTRATION

WITNESSES

LAWRENCE CONNELL, CHAIRMAN, NATIONAL CREDIT UNION ADM INIS­
TRATION

LEONARD LAPIDUS, PRESIDENT, CENTRAL LIQUIDITY FACILITY 
JOHN SANDER, BUDGET OFFICER, NATIONAL CREDIT UNION ADMINIS­

TRATION

Mr. Sabo. The Committee will come to  order. We are pleased to 
have you and your people before us again this  year, and we appre­
ciate your comments. Welcome.

G eneral Statement

Mr. Connell. Thank you, Mr. Chairm an, Members of the Sub­
committee.

The CLF, as you know, is modeled on the Federa l Reserve dis­
count window to be strictly a liquidity  lender with no a uthority to 
lend to credi t unions to expand the ir portfolios. It was established 
as a government corporation  capitalized  on a voluntary  basis by 
those credit  unions recognizing the ir need for a “lender of last 
resort.” Thus, for the Facility to be successful in meeting its sta tu­
tory purpose, it had to gain the  confidence of the  credit union 
community, and it had to be operated efficiently enough to provide 
a reasonable rate  of retu rn for the  credit  unions ’ committed capi­tal.

In fact, the  facility was successful in both respects. The CLF 
opened for business on October 1, 1979, and by the end of fiscal 
year 1980, the facility was serving some 6,300 credit unions, 29 
percent of al l c redit unions, represent ing 55 percent of th e assets of 
all credit unions. Credit unions had committed $72 million of paid- 
in capital and the  facility had outs tanding at the end of th e fiscal 
year over $85 million in loans. (At the end of the calen dar year the  loan portfolio had grown to $93 million.)

During the  course of the  year  the facility granted 78 short- term 
adjustment credit advances amounting to about $115 million, and 
eight protracted adjus tment  credit advances amounting to about  
$85 million. The shor t term advances, made largely in the last 
calendar qua rter of 1979 and in April 1980, helped many credit 
unions through the  difficult periods of disintermediation  that  oc­
curred during  those months. All of those  loans were repaid  and at 
the end of the  fiscal year, the facility’s loan portfolio was predomi­
nantly for protrac ted adjustment purposes. The protracted  adju st­
ment credi t advances were made to credit unions, otherwise cre­
ditworthy , which faced capital losses or severe earnings problems 
in having to sell or carry low yield, long term Federal agency

(311)
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securities in a high interest rate  environment . The program was 
coordinated with the National Credit Union Share Insurance Fund 
and has been instrumental in maintaining  the  viabilty of funda­
mentally sound credit unions which need an extended period of 
time to get back on thei r feet.

The CLF ea rned $3,200,000 in fiscal year  1980, equivalent to 10.1 
percent on paid-in capital, and paid out $2,900,000 in dividends. 
The CLF paid dividends of ten percent in the  first two q uar ters  of 
the fiscal year and nine percent in the  last  two quart ers (and ten 
percent for the  quar ter  ended on December 31, 1980). The good firs t 
year earnings  came about not only as a resu lt of the  lending 
activity and attractive yields on CLF investments, but also reflect­
ed firm management control of adm inist rative expenses. Although 
the facility was originally allocated 20 positions, only 13 had been 
filled through the end of September. Additional positions will be 
filled only as membership and loan volume warrant. The NCUA 
Board also decided that  despite stat uto ry auth ority under the  De­
pository Insti tution Deregulation and Monetary Control Act of 
1980, the CLF would not act as a pass-through correspondent for 
monetary  reserves. The Board wishes to avoid increased CLF costs 
and was also convinced tha t the  private sector could handle such 
tasks efficiently as far as we can see a t this  point. We do not want  
to build a kingdom for the sake of building a kingdom. I th ink  tha t 
demonstrates it.

In the current fiscal year  the CLF expects to expand its member­
ship and loan services and to improve its earnings. CLF’s ta rge t for 
membership is 75 percent of credit union assets by the  end of fiscal 
year 1983. This increase  in membership will broaden CLF’s service 
by one-third, increasing potential loan demand. In addition, during  
fiscal year 1981 and fiscal year 1982 agent members are  likely to 
become more active in making CLF qualified loans. Finally, CLF 
plans to develop fur ther  its protracted adjus tment  credit  program 
and to init iate  a seasonal loan program. In fiscal year 1982 as a 
resul t of expanded membership and loan development programs, 
CLF expects that  its loan outstandings will rise to $600 million, 
$300 million in shor t term and seasonal credit and $300 million in 
protrac ted adjus tment credit.

The CLF has funded the loan demand of its members through 
the  Federal Financing Bank (FFB). Because CLF was a new e ntity  
without a record of successful operation , access to the FFB was of 
significant importance in fulfilling its mission. However, it was 
always an objective of the NCUA to end one day the reliance of the 
CLF on public funds. We hope in fiscal year 1982 to begin to 
borrow in private markets as a first step toward establishing CLF 
as privately  capitalized for its debt as well as for its equity.

I would be pleased to answer any questions you, Mr. Chairman, 
or o ther Members of the Subcommittee may have.

Mr. Sabo. T hank  you, Mr. Connell.

DEREGULATION

The general move toward deregulation is crea ting greater  compe­
tition among financial insti tutions—banks, savings and loan associ­
ations, and credit unions. What is the  future for credit unions?
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Mr. Connell. The key to success for a credi t union is to emph a­

size its basic cooperative principle, which is personal service to 
members. By the time the  Depository Institut ions  Deregulation 
Committee does its business, everybody will be able to pay the 
same rates , by law, on deposits. All in stitu tions will be able to offer 
simi lar consumer services so the  d istinguishing feature will be how 
well the services are rendered.

I thin k that personal attentio n will be a factor. For example, 
when the re are excesses in earnings, by re turning it to the  borrow­
ers in the  form of an inte rest  refund, this type of atte ntio n will 
provide th e features that  will cause credit unions to prosper.

Mr. G reen. There is a  wide variety  in the level of sophist ication 
of management. Some cred it union managements are very capable 
and can hold their own with anyone. Others  are  ama teur , part- 
time operations. What will happen to the  smaller, less sophisticat­
ed credit unions in the  environment the Chairman has described?

Mr. Connell. They can continue with simple services, not offer­
ing the broad range of services b ut offering the small loan that the 
factory or city worker needs to get by unti l payday in order to 
handle an emergency s itua tion  or personal mat ter.

We have credit unions ranging in size from $50,000 to almost 
$800 million. We will have some attr itio n and then the  difficulty 
will be in moving from one level to another.

We expect to have a  large number of liquidations, and mergers. I 
believe that  broader author ity in this area  as proposed in the 
Emergency Banking Act is going to be very impor tant.

What  is of the most concern to us in the years  ahead is the 
stru ctu ral  obsolescence of plan ts in this country. This will mean 
that factories will close down. When that happens,  the CU is in 
real jeopardy. So we have very real  concerns. We have published 
for our staff  and other interested  persons a long-range plan which 
deals with the  credit union environment and NCUA’s mission, 
goals, and objectives. I f you would like a copy we will be pleased to provide it.

Mr. Sabo. To what degree are you involved in giving advice to 
the small, less sophisticated credit union which may think it has 
more of an obligation to its members who wa nt to borrow tha n to its members who deposit?

Mr. Connell. We are continually in that function as examiners 
go from one to another.  Of course, in our statem ents,  we have to be 
careful not to subst itute  our judgment but be sure as cooperatives, they balance  that.

One of the greatest disciplines in this  is the membership itself. If 
they feel the  loan policies are  not as good as they would like, we 
try  to encourage them to ru n for th e Board of Directors  and change 
then, if necessary. So, the first  line is the membership itself. They 
should be making  those choices and it should be balanced on co­operative principles.

If the CU has a high proportion of retire d persons, they  are 
interested  in the savings aspect, more so th an the younger popula­tion. It swings back and for th.

Mr. Sabo. Are you still guided by the  15 percent interest rate ceiling?
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Mr. Connell. The law provides 15 percent , but we can raise it. 

The Board did raise it to 21 percent during the height of the 
interest rate  escalation a few months ago. We found t ha t very few 
CU’s are actual ly charging 21 percent, a miniscule proportion. 
Most are under  18, usually between 15 and 18. Tha t was a very 
difficult and controversial decision. We made it but  we thin k it is 
defensible.

PRESIDENTIAL BUDGET LIMITATIONS

Mr. Sabo. Is the  CLF affected by the  Administ ration’s hiring 
freeze and reductions  in travel , consultant s or  equipment?

Mr. Connell. We are affected by the hirin g freeze, reductions  in 
the travel  area and the freeze on equipment. We are not affected 
by the consulting  cost reduction.

Mr. Sabo. Y ou want to make sure none of your 13 quit?
Mr. Connell. T hat  is a par ticu lar problem to us.
Mr. Sabo. The new Administration has indicated that  it will be 

reducing the  1982 budget requests for some agencies. I realize that  
Congress does not appropriate  funds for the CLF, ra ther  it limits 
the use of funds. Still, does the CLF have any reason to believe 
that its 1982 budget request will be changed?

Mr. Connell. We have not had any communications to us saying 
that it will. We would argue that  we would hope ther e would be 
some recognition that  an agency whose responsibilties have grown 
and whose industry  has grown, should be given some consideration 
in that area.  We are very much concerned. We have had four 
hiring  freezes in four  years.

CLF MEMBERSHIP

Mr. Sabo. On page two of your statement you indicated that 
CLF’s ta rge t for membership is 75 percent  of cred it union assets by 
the end of fiscal year 1983. The facility was serving some 6,300 
credit unions (29 percent  of all credit  unions) represent ing 55 per­
cent of the assets of all credit unions at  th e end of fiscal 1980. How 
many credit unions would be involved in the 75 percent figure?

Mr. Connell. It would be a grea ter proportion of num bers tha n 
right  now.

Mr. Lapidus. My guess would be 12,000. What happens is the 
larger CU’s, those with a  more sophistica ted clientele and therefore 
those more likely to experience liquidity problems, came in first. 
So, we expect that  fur ther  growth in membership will pick up 
many more smaller credit unions; I would guess about 12,000 from 
a total of 22,000.

Mr. Sabo. Why set a targ et at  75 percent of the  assets of all 
credit unions? Why not 90 percent or 60 percent?

Mr. Connell. I think  tha t was a  b reaking point when the  Feder­
al Reserve expressed concern in terms of having access to a good 
proportion. We felt at that time, 12,000.

We had a very tragic occurrence in the Chicago area. A very 
well-run CU which had not had a delinquent  loan since 1934, 
because it was well-run and had good people who saved and paid 
the ir loans on time.
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The plant closed. The credit union had a short  run  on shares and they did not belong to the CLF. Because of the  liquidity  need the re was not enough time to convert to a community CU and we could not get a merger. So, we closed it up and liquidated it. It was very sad. I wish we could have assisted instead.
The numbers of credit unions that  are  liquida ting are  really up there.  We have a continuous education job on the CLF to do. Again, because of the  problem in the heavy industry area , I feel we have to make headway there if we are  to have stable credit unions par ticu larly  through out the midwest.

ADMINISTRATIVE EXPENSES

Mr. Sabo. Last year, CLF est imated needing only $1,300,000 of its1980 admin istra tive expense l imitation  of $1,756,000. Page  11 of the  justification indicates that administ rative expenses totalled $721,000 in  1980. I am not advocating that  money be spen t unnec­essarily, but what  happened to your 1980 estimate?
Mr. Connell. The estimate for 1980 was developed a lmost a year and a h alf earlier.  We expected greater volume.
Mr. Sander. There is a little bit of misun derstanding as to the numbers  in here. On page 11 are  the  corporate records of the  CLF. Page 15 will indicate the proper comparison if you were to compare the total  expenditures or obligations covered by the  limitat ion. It comes up to $1,500,000 throu gh the  supplies and materia ls line; $1,500,000 versus  th e overall limitation  of $1,756,000.
The reason that  differs is because of the organizational expenses which a re amortized over a period of five years.
Mr. Sabo. So, we cannot  commend you for saving this  money?Mr. Sander. We saved $250,000.
Mr. Sabo. How  accura te is t he 1981 administrative  expense esti­mate of $1,936,000?
Mr. Sander. We will come in approx imately $300,000 to $400,000 under  the limitation. Those estimates were developed near ly 18 months ago. We will come in u nder in almost all categories.
Mr. Connell. We have to pay a market dividend and even though we have appropriation  author ity to spend, if we spent that  money and only declared a dividend of six percent, we would have trouble with membership. We could have elected to be a pass through for reserves. However, it would cost so much we weren’t interested. We just felt it was not cost effective.
Mr. Sabo. The object classifications for “trave l and transp orta­tion of things,’’ “ren t, communications and utilit ies,” “prin ting  and reproduction” and “supplies” increase in 1981 over 1980 but fall in 1982. What causes this rise and fall in the aforementioned object classifications?
Mr. Connell. In the  area  of rent , communications and utilitie s, we estimated $248,000. We are actua lly going to spend approxi­mately $90,000. We spent $86,000 the year before and the  projec­tion for fiscal year 1982 is $98,000.
Mr. Sander. If you were to ta ke the  actual  that we an ticipate for1981 and compare those numbers to the  fiscal year  1982 projec­tions, then there would not be the  disparity that  presently exists. We will come in below the fiscal year  1981 limita tion by three to four h undred thousand.
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For instance in the rent, communications  and utilities area,  we 

estimate we will spend $90,000 compared to the projection of 
$98,000 for fiscal year 1982. Also, we expect to spend $39,000 for 
printing in fiscal year 1981 compared to $42,000 in fiscal yea r 1982. 
The p rinting estimate was derived when we had no an ticipa tion at 
the time how many CU’s would join CLF directly. We planned to 
prin t manuals for about six or seven thousand CU’s. Actual mem­
bership however turn ed out to be through the  agents thereby re­
ducing the number of publications necessary.

Mr. Lapidus. Let me make a general statement: Those estimates 
were made before CLF opened its doors for business. We have a 
loan processing system tha t we were going to make available to 
agent corporate CU’s and pay for processing and storage costs. 
Instead, we negotiated with the industry  people to accept the  data, 
with some modification, from the ir data processing system, so the 
dispersion of this network was not necessary.

Mr. Sabo. The reason you are asking for less in 1982 is because 
you will spend less in 1981.

Do you expect the $1,641,000 is a litt le high?
Mr. Lapidus. I t is h igh in at leas t one regard. Personal expense 

and benefits reflect the  number of positions that were allocated. 
But in fact, we have an internal  staffing control to maintain the 
number of positions we have now unless we need to fill more 
positions. So, we will probably save $100,000 or more in that  area. 
Unless we get a change in the loan volume or the character of our 
business, we will not have to expand.

Mr. Sabo. Your estimate antic ipates 19 positions and you only 
have 13 filled?

Mr. Sander. Yes, we will not have to come in for a supplementa l 
in fiscal year  1982 for comparabi lity increases, since some of the 
money available  from vacant  positions, will be used to offset the 
additional expense.

Mr. Sabo. Are you planning  to expand the number of positions?
Mr. Connell. If we have the sudden turn  in the  economy and 

there was credit stringency  and people s tart ed calling in for loans, 
then  we would have to gear-up as quickly as we can. Much of this  
depends on the economy; at  the  same time our outstanding  loans 
depend on the economy, also.

BORROWING AUTHO RITY

Mr. Sabo. In 1980, your limita tion on borrowing auth ority was 
$300,000,000. The 1982 limitation on borrowing autho rity  reques t is 
the same as the 1981 request. How much borrowing actua lly took 
place in 1980?

Mr. Lapidus. At the end of fiscal year 1980, $85,000,000.
Mr. Connell. We were up to $115,000,000.
Mr. Lapidus. No, those were gross extensions. The most we had 

outstanding was $85,000,000. Right now it is approx imately 
$90,000,000.

Mr. Sabo. Why was it so substantially less than the  $300,000,000?
Mr. Lapidus. Well, partly because the credit unions were able, in 

general, as an industry , to negotiate the  problems of tight  money 
and disintermediat ion in fiscal 1980.
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In October and November 1979, when the  Federal Reserve changed its method of operation, the re was a very sharp  require­ment for funds. We opened for business on October first, and were lending money in October, November, and December. Th at is when we put out most of the $115,000,000 in short- term credit.
The credit unions became very careful  afte r that . Lending was cut off in most CU’s. The result, since the ir loan portfolio has a maturity  of about 20 months, they run  to cash at about five per­cent a month. So, by Janu ary  they managed pret ty well. They pay dividends at the end of December. No one expected inte rest rate s to rise but they did. Then we had another  shor t term period of bor­rowing in April. When rates  rose again, afte r June , which would normally have led to another crisis, by that  time, lending had been turned off for a period of eight to nine months. The credit unions were heavy with cash and were effectively able to handle any loans or outflows.
Mr. Connell. By that  time, the  automobile loans had fallen off considerably. For those reasons, the liquidity is good righ t now and from th at  standpoin t, we do not have any problem, today.
Mr. Sabo. During last  year’s hearing  ther e was some mention of the potentia l of additional lending author ity in 1980, fortuna tely, 

tha t was not needed. Do you assume the  $600,000,000, cumulat ive borrowing authority  for 1982 is sufficient?
Mr. Connell. Yes, barr ing some terrible adversity. Last year, had the usury law not been lifted and the share draf t legislation 

not been enacted, we would have had a difficult time. Fortunately, things worked out.
Mr. Sabo. Has any action been taken to reduce the  need for CLF borrowing auth ority—like increasing the  liquidity reserve require­ment?
Mr. Connell. When we were preparing  for the opening of the 

CLF, we put into place a requirement for the very purpose of making sure that  they would not all be at the  window on October 
first when we had a $300,000,000 authorization. We do not have anyth ing fur the r at  this time. If we had to, we would. We would 
not hest itate to use our regula tory process to supplement the window. I think it is best to recognize this is a regulato ry tool as 
much as it is a financial  assistance vehicle and both have to be used together. It would be a ma tte r of judgment on the overall viability and impact on CU’s at  the time.

CREDIT LIMIT ATION

Mr. Sabo. Last year, Mr. Connell, you indicated some reserva­tions about the  $4,400,000,000 loan limitation. How is the  limita­tion working out? I realize you only have four months experience with the loan limitation. Do you still believe the “cap^ is not 
sensible? If so, should it be deleted from the appropriation  lan- gauge? Expla in.

Mr. Connell. We have not been constra ined by it at all. That  
formula is essentially $600,000,000 multipl ied by a 40-day turnover formula. It does not make any sense to me. I have not figured out why that limitation  was in there.

Mr. Sabo. My next question was going to be, do you thin k it is sensible?
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Mr. Connell. I am not sure  it is that worthwhile. I presume it 

had something to do with  other agencies’ entry into the  market. I 
do not, quite frankly, understand the  purpose it serves. I jus t do 
not know.

Mr. Lapidus. Just to expand on tha t: our extensions of cred it at 
any one time are absolutely limited by the  borrowing authority  
plus our capital. We cannot lend more tha n tha t. To put on top of 
that a limit on gross extensions has an effect only on the turnover 
we are  allowed to have. Tha t is, if you lend a dollar for 365 days in 
one loan then it is an extension  of one dollar. If you turn  that loan 
over every day, then it becomes $365 of gross extensions. The fact 
of the ma tter  is in each case th e outstanding over the  whole period 
is one dollar. So, it does not make any sense to have gross exten­
sions control if the re is a borrowing limitat ion controll ing the  total 
you can have outstanding at  any one time.

Mr. Sabo. The table on page 12 of  the justificat ion shows estimat­
ed gross obligations in 1982 of $3,650,000,000. Why a re you request­
ing a 1982 loan limitation of $4,400,000,000?

I tak e it you prefer to have none?
Mr. Connell. We prefer to have none.
Mr. Sabo. I f there is one, is t ha t a reasonable one?
Mr. Connell. Yes.

EMERGENCY BORROWING

Mr. Sabo. On page five of the  justification  there is mention of 
the authorization for a  $500,000,000 appropriation for an emergen­
cy l ine of credit. I realize you are not requesting the  $500,000,000 
at this time. Notwithstanding, how beneficial would it be to the 
CLF to have the $500,000,000 appropriation?  Explain who would 
benefit and how.

Mr. Connell. The principle  for having that  standby appropri­
ation is to enable us to go to the private market  and to leave the 
protection of the  Federal Financing Bank. The underwr iters  usual­
ly require  the  new government agency to have Treasury  backup 
auth ority  for the  first several years. Since we only have a year or 
two of experience, we do not have the experience that  the  under ­
writers would require. Tha t is the  reason for it.

Mr. Sabo. Mr. Green.

FEDERAL FINA NC ING BAN K

Mr. Green. It is no secret that the new Administra tion is con­
cerned about the activities of the Federal Financing Bank. What 
kind of timetable do you project for enter ing the  public credit 
markets so you will not be dependent on the Federa l Financing 
Bank?

Mr. Connell. What the investment  house would look for would 
be a predic tability  of behavior. They would look for security. If you 
do not  have a pattern of borrowing where they do no t see borrow­
ing in Jun e and paying off in August and they can go to their 
unde rwri ter and say this has been the pat tern for X number of 
years, if they do not have th at —they need security. The best secu­
rity is a back-up line with Treasury in case something should
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happen and they did not perform. This has been the  usual  practice over the years.
Then when you establish  the  pattern of going to  the  marke t and they  understand it and feel comfortable with it, then they  do not requ ire it.
Mr. Green. You are saying, that  for the  next severa l years  you 

need a back-up line with Trea sury  unti l you are able to establi sh that  seasonal patte rn?
Mr. Connell. Right.
Mr. Sabo. The Centra l Liquidity Facility charges a lower in tere st rate on protrac ted credit. Is tha t correct?
Mr. Connell. Yes.
Mr. Sabo. What  would be the  difference on interest rate s be­tween protracted  and short- term or seasonal credit?
Mr. Connell. Currently, around 17 Va percent on sho rt term.
Mr. Lapidus. Probably around 14 for protracted credit.
Mr. Connell. The dif ference being we tie the  p rotracted  credit to the four-year Treasury security . The short -term credit, we raise  so that  we will not undercu t the  private sector. We could unde rcut the corporate central, but then we would not be acting as a back­up, we would be acting as a  subst itute . So we price it slightly above so the  credi t unions have to come to us last  as a lender of last resort.
Mr. Sabo. D o other Members have any fur the r questions?
Mr. Green. N o questions.
Mr. Sabo. Mrs. Boggs?
Mrs. Boggs. N o questions.
Mr. Sabo. Thank you very much. We will place the  Credit Union’s budget justification  in the record at  th is time.
[The justifica tion follows:]
[The revised jus tificat ion begins on page 341.]

74-315  0 - 8 1 ----- 21
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NATIONAL CREDIT UNION ADMINISTRATION

CENTRAL LIQUIDITY FACILITY

The N a ti o n a l C re d it  Union  A d m in is tr a ti o n  C e n t r a l  L iq u id i ty  F a c i l i t y  
i s  th e  c e n t r a l  ba nk  f o r  th e  N a t io n 's  c r e d i t  u n io n s . I t  s e r v e s  as  a  le n d e r  
o f l a s t  r e s o r t ,  p ro v id in g  fu nds  to  c r e d i t  u n io n s  to  m ee t l i q u i d i t y  needs 
whe n fu nds  a re  n o t a v a i l a b l e  fr om  t r a d i t i o n a l  s o u rc e s  o f c r e d i t .  The 
F a c i l i t y  le n d s  o n l y 't o  m ee t s p e c i f i e d  ty p e s  o f l i q u i d i t y  n e e d s , an d does  
n o t le n d  fu nds m ere ly  to  e n a b le  c r e d i t  u n io n s  to  ex pan d t h e i r  lo a n  p o r t ­
f o l i o s .

A lthough th e  F a c i l i t y  has o n ly  been  o p e ra t in g  f o r  a l i t t l e  mo re  th a n  
y e a r ,  th e  co n cep t o f a c e n t r a l  ban k f o r  c r e d i t  u n io n s  i s  n o t ne w. L e g is la  
t i v e  a tt e m p ts  to  c r e a t e  su ch  a  c e n t r a l  ba nk  beg an  w it h  th e  i n t r o d u c t io n  o f 
th e  F e d e ra l C re d it  Union  Act  in  1934, an d c o n ti n u e d  th ro u g h  19 73 , whe n 
C ongre ss  f i n a l l y  p a sse d  P .L . 9 5 -6 3 0 , w hi ch  e s t a b l i s h e d  th e  C e n t ra l 
L iq u id i ty  F a c i l i t y  w i th in  th e  N a ti o n a l C re d it  Uni on  A d m in is tr a ti o n .

S e v e ra l m ark e t tr e n d s  b e a r in g  on c r e d i t  u n io n  l i q u i d i t y  le d  to  th e  
e s ta b li s h m e n t o f th e  F a c i l i t y .  Thes e tr e n d s  in c lu d e  lo n g e r  co ns um er  lo a n  
m a t u r i t i e s ,  lo n g e r te rm  sec ond  m ort gag e lo a n s ,  in c re a s e d  u n se c u re d  l i n e s  
o f c r e d i t ,  c r e d i t  c a rd  a c t i v i t y ,  an d th e  p a ssa g e  o f  P .L . 95 -2 2 w hi ch  
g ra n te d  c r e d i t  u n io n s  th e  a u th o r i t y  to  make lo n g - te rm  m ort gage  lo a n s .
O th e r f a c to r s  in c lu d e  an  in c r e a s e  in  c r e d i t  u n io n  h o ld in g s  o f  lo n g e r- te rm  
Gov ernm en t s e c u r i t i e s  an d a d ra m a ti c  in c re a s e  in  l a r g e ,  i n t e r e s t  s e n s i t i v e  
a c c o u n ts  in  c r e d i t  u n io n s .

In d e e d , in  th e  r e l a t i v e l y  s h o r t  ti m e  s in c e  C ongre ss  c r e a t e d  th e  
F a c i l i t y ,  new m ark et t r e n d s  have  evo lv ed  w hi ch  a l s o  b e a r  on c r e d i t  un io n  
l i q u i d i t y  an d w hi ch  s u g g e s t t h a t  l i q u i d i t y  p re s s u r e s  a re  l i k e l y  to  in c re a s  
in  th e  n e x t d e ca d e .

The  p u b li c  i s  be co m in g in c r e a s in g ly  s e n s i t i v e  to  a l t e r n a t i v e  inv est m<  
an d sa v in g s  v e h i c l e s ,  an d th e s e  v e h ic le s  a re  b e in g  s t r u c tu r e d  to  a p p e a l t> 
s a v e r s  o f  s m a ll  m ea ns :

-  Money m ark e t m u tu a l fu nds a re  be co m in g in c r e a s in g ly  
a v a i l a b le  to  s m a ll  s a v e r s .  Some money  m ark e t fu nds  
r e q u i r e  a s  l i t t l e  as  $500 to  op en  an  a cc o u n t an d ev en  
l e s s  to  m a in ta in  su ch  a c c o u n ts .

-  D e p o s it o ry  i n s t i t u t i o n s  o f f e r  money m ark e t c e r t i f i c a t e s  
in  $10 ,0 00 d e n o m in a ti o n s , an d many o f f e r  " lo o p h o le  
c e r t i f i c a t e s , "  an  in v e s tm e n t/ b o rr o w in g  a rr a n g e m e n t 
w hi ch  r e q u i r e s  a s  l i t t l e  as  a $3 ,0 00  in v e s tm e n t to  
en jo y  n e t r e tu r n s  w e ll  ab ov e r e g u la r  s h a r e  a c c o u n t
an d lo n g e r  te rm  c e r t i f i c a t e  a c c o u n ts .



321

2

-  The ban k , t h r i f t ,  an d c r e d i t  u n io n  r e g u la to r y  a u th o r i­
t i e s  hav e r e c e n t ly  a u th o r iz e d  c e r t i f i c a t e s  w it h  
m a t u r i t i e s  a s  s h o r t  a s  14 d a y s : a l s o ,  c e r t i f i c a t e s  w it h  
m a t u r i t i e s  a s  lo ng  as  30 m on th s w it h  r a t e s  t i e d  to  th e  
r a t e s  on  Gov ernm en t s e c u r i t i e s  o f com para ble  m a tu r i t i e s  
have  been  a u th o r iz e d .  Thes e in s tr u m e n ts  a r e  n o t re g u ­
l a t e d  a s  t o  minimum  d e n o m in a ti o n s  a n d , t y p i c a l l y  d e p o s i­
to r y  i n s t i t u t i o n s  a r e  i s s u in g  them  f o r  $5 00 , w it h  some 
g o in g  as  low a s  $1 00 .

W ith  th e  t r e n d  to w ard  g r e a te r  c o m p e ti ti o n  among f i n a n c i a l  i n s t i t u t i o n s  f o s te re d  by  P .L . 96-2 21  an d th e  g e n e r a l move to w ard  d e r e g u la t io n ,  th e  
ra n g e  o f o p ti o n s  a v a i l a b l e  to  s a v e r s ,  b o th  la r g e  an d s m a ll  a l i k e ,  w i l l  c o n ti n u e  to  ex p an d , in c r e a s in g  l i q u i d i t y  and  c o m p e ti ti v e  p r e s s u r e s  on  c r e d i t  u n io n s .

W ith  th e  e x c e p ti o n  o f th e  p a s t  y e a r ,  th e r e  has been  a  s te a d y  e ro s io n  o f c r e d i t  u n io n  l i q u i d i t y .  The  r a t i o  o f  l i q u i d  a s s e t s  to  t o t a l  s h a re s  d e c l in e d  s t e a d i l y  from  15 .8  p e rc e n t in  197 1 to  8 p e rc e n t th ro u g h  th e  en d o f  197 8 an d 19 79.  T h is  l i q u i d i t y  d e c l in e  was  h a l t e d  in  19 80 , b u t t h i s  was  l a r g e ly  du e to  th e  fo ll o w in g  f a c t o r s :

-  In  l a t e  1979 , NCUA e s ta b l i s h e d  a l i q u i d i t y  r e s e r v e  r e q u i r e ­
men t fo r  f e d e r a l l y  In s u re d  c r e d i t  u n io n s  to  p ro v id e  a l i q u i d ­
i t y  f l o a t  to  h e lp  c r e d i t  u n io n s  w it h s ta n d  l i q u i d i t y  s to c k s .

-  The  12% u s u ry  c e i l i n g  a p p l ic a b le  to  a l l  f e d e r a l  an d many 
s t a t e  c h a r te r e d  c r e d i t  u n io n s  ( r a i s e d  to  15% in  l a t e  Marc h 
19 80 ) c o u p le d  w it h  th e  h ig h  c o s t  o f fu n d s , caused  c r e d i t  
u n io n s  to  c u r t a i l  le n d in g  d u r in g  th e  l a t t e r  p a r t  o f 197 9 
an d th e  f i r s t  q u a r te r  o f  1980. Fu nd s n o rm a ll y  l e n t  to  mem­
b e rs  w er e in v e s te d  in  s h o r t - t e r m  Gov ernm en t s e c u r i t i e s .

-  A lthough  th e  lo a n  r a t e  c e i l i n g  was  in c re a s e d  to  15% in  
l a t e  March  19 80, th e  in c r e a s e  o c c u r re d  a t  n e a r ly  th e  sam e 
ti m e  t h a t  th e  r e c e s s io n  an d th e  F e d e ra l R es erv e  C re d it  
R e s t r a in t  Pr og ra m  caused  co nsu m er  lo a n  dem and  to  d e c l i n e .

The  c o in c id e n c e  o f  th e s e  f a c to r s  a cc o u n t f o r  th e  in c re a s e  in  c r e d i t  
u n io n  l i q u i d i t y  in  1980 , an d s u g g e s ts  t h a t  th e  in c r e a s e  i s  mo re l i k e l y  an  i s o l a t e d  o c c u r re n c e  r a t h e r  th a n  a r e v e r s a l  o f th e  tr e n d  to w ard  d e c l in in g  
l i q u i d i t y .  NCUA's l i q u i d i t y  r e s e r v e  re q u ir e m e n t does  h e lp ,  b u t g iv e n  th e  m ark e t t r e n d s  i n d i c a t i n g  h e ig h te n e d  v u l n e r a b i l i t y  o f c r e d i t  u n io n s  to  l i q u i d i t y  p r e s s u r e s ,  th e r e  i s  a  gro w in g need  f o r  th e  C e n t ra l L iq u id i ty  F a c i l i t y .

T h is  nee d i s  r e f l e c t e d  in  th e  d ra m a ti c  gro w th  in  CLF m em be rshi p in  FY 198 0,  th e  F a c i l i t y ' s  f i r s t  y e a r  o f o p e r a t io n .  A lthough m em be rs hi p i s  v o lu n ta r y ,  by  th e  en d o f  De cem ber 1980, o v e r 6 ,3 0 0  c r e d i t  u n io n s  r e p r e s e n t­in g  $38 .4  b i l l i o n  in  a s s e t s ,  55 p e rc e n t o f  th e  a s s e t s  o f th e  e n t i r e  c r e d i t  
u n io n  mov em en t, ha d a c c e s s  to  th e  F a c i l i t y .  Ov er  5 ,6 00  o f th e s e  c r e d i t
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u n io n s  wer e s e rv e d  by  th e  12 c o rp o ra te  c r e d i t  u n io n s  a f f i l i a t e d  w it h  th e  
CLF as  Ag en t mem be rs .

Member bo rr o w in g s  o u ts ta n d in g  a t c a le n d a r  y e a r -e n d  198 0 t o t a l l e d  $93 
m i l l i o n ,  w it h  an  a d d i t i o n a l  $13 m i l l i o n  in  p r o t r a c t e d  lo a n s  app ro ved  an d 
ex p ec te d  to  be  d is b u rs e d  in  F eb ru a ry  1981. T o ta l  a s s e t s  am ou nt ed  to  j u s t  
over $170 m i l l i o n ,  w it h  p a id  in  c a p i t a l  o f  n e a r ly  $75 m i l l i o n .

F a c i l i t y  e a rn in g s  o v e r th e  f i r s t  f i v e  q u a r t e r s  t o t a l l e d  a p p ro x im a te ly  
$4 .9  m i l l i o n .  E a rn in g s  w er e li m i te d  o v e r much o f t h i s  p e r io d  b e ca u se  o f 
li m i te d  lo a n  dem and (c a u se d  by  th e  ec on om ic  sl ow do wn,  h ig h  i n t e r e s t  r a t e s ,  
an d th e  g e n e ra l in c r e a s e  in  c r e d i t  u n io n  l i q u i d i t y )  in  c o m b in a ti o n  w it h  
th e  f a c t  t h a t  a l a r g e  s h a r e  o f  th e  lo a n  dem and t h a t  d id  m a te r i a l i z e  was f o r  
p r o t r a c te d  a s s i s t a n c e  on  w hi ch  CLF e a rn s  a  v e ry  s m a ll  s p re a d . * N e v e r th e le s s  
th e  F a c i l i t y  d e c la r e d  fo u r  q u a r te r ly  d iv id e n d s  10%, 10%, 9% an d 9%, w it h  th e  
f i f t h  q u a r te r  d iv id e n d  e x p e c te d  to  be 10%.

The  F a c i l i t y ' s  good  d iv id e n d  re c o rd  wa s d u e , i n  p a r t ,  to  h ig h  y i e ld s  
on CLF in v e s tm e n ts . A ls o  c o n t r ib u t in g  t o  th e  good  d iv id e n d  re c o rd  was 
m an ag em en t' s t i g h t  c o n t r o l  on  a d m in i s t r a t iv e  e x p e n d i tu r e s .  A lt hough  th e  
F a c i l i t y  was o r i g i n a l l y  a l l o c a t e d  20 p o s i t i o n s ,  o n ly  13 ha d been  f i l l e d  
th ro u g h  De cem ber 31 , 1980;  a d d i t io n a l  p o s i t i o n s  w i l l  be  f i l l e d  o n ly  as  mem­
b e r s h ip  an d lo a n  vo lu m e w a r ra n t.  A ls o , c o s t  in c r e a s e s  w er e a v o id e d  b e c a u se  
th e  NCUA Boa rd  d e c id e d  t h a t  d e s p i t e  s t a t u t o r y  a u t h o r i t y ,  th e  CLF wou ld  n o t 
a c t  a s  a p a s s - th ro u g h  c o rre s p o n d e n t f o r  th e  c o l l e c t i o n  o f c r e d i t  u n io n  
r e s e r v e s  u n d er th e  M onet ar y  C o n tr o l Ac t due to  th e  c o s t s  in v o lv e d  an d th e  
B o a rd 's  d e te rm in a ti o n  t h a t  t h i s  f u n c ti o n  can  be h a n d le d  more e f f i c i e n t l y  
by  th e  p r iv a te  s e c t o r .  i

In  FY 1982, lo a n  de m an d,  in  g e n e r a l ,  and- p a r t i c u l a r l y  dem and  fo r  
s h o r t - te r m  a d ju s tm e n t c r e d i t ,  w i l l  dep en d on  ec onom ic  c o n d i t io n s .  The 
p ro s p e c t o f  a 1982 eco nomy  sl ow ed  by c o n ti n u e d  i n f l a t i o n  an d h ig h  i n t e r e s t  
r a t e s  s u g g e s ts  t h a t  c r e d i t  u n io n s  w i l l  l i k e l y  c o n ti n u e  to  be  fa c ed  w it h  
l i q u i d i t y  p r e s s u r e s .  S e v e ra l f a c to r s  i n d i c a t e  in c re a s e d  dem and o v e r t h a t  
o f FY 1980 f o r  CLF a s s i s t a n c e :

1 . By FY 1982, CLF m em be rshi p sh o u ld  in c r e a s e  s u b s ta n ­
t i a l l y ,  p a r t i c u l a r l y  i f  l i q u i d i t y  p r e s s u r e s  c o n ti n u e . The  
m em be rs hi p pro gra m  u n d e rt a k e n  in  FY 1981  w i l l  r e s u l t  in  
in c re a s e d  m em ber sh ip , an d th e  p r o s p e c ts  a p p e a r go od  t h a t  
CLF w i l l  a c h ie v e  i t s  g o a l o f r e p r e s e n t i n g  75% o f th e  
a s s e t s  o f  th e  in d u s t r y .  T h is  wou ld  mea n n e a r ly  a 50% 
in c r e a s e  o v e r th e  am ount o f a s s e t s  r e p re s e n te d  a t  y e a r -  
en d 19 80.

* T h is  i s  b e c a u se  p r o t r a c te d  c r e d i t  i s  g e n e r a l ly  n o t a v a i l a b l e  to  c r e d i t  
u n io n s  th ro u g h  th e  p r i v a t e  s e c to r .  T h e re fo r e ,  a s  a  m a tt e r  o f p o l i c y ,  th e  
s p re a d  i s  n o t a s  la r g e  on  p r o t r a c te d  c r e d i t  a s  on  o th e r  fo rm s o f CLF c r e d i t  
w he re  th e  CLF r a t e  i s  s e t  ab ov e m ark e t r a t e s  to  e n co u ra g e  th e  u se  o f  t r a d i ­
t i o n a l  p r iv a t e  s o u rc e s  o f c r e d i t  c o n s i s t e n t  w it h  th e  CLF 's  r o le  a s  a le n d e r  
o f l a s t  r e s o r t .
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2 , D ev elop m en t an d Im p le m e n ta ti o n  o f  a s e a s o n a l  le n d in g  
p ro g ra m , sch e d u le d  to  be u n d e rt a k e n  in  FY 1981 , w i l l  
r e s u l t  in  in c re a s e d  lo a n  de m an d.

3 . E a rn in g s  p r e s s u r e s  a r i s i n g  from  in v e s tm e n ts  in  lo w - 
y i e ld in g ,  lo n g - te rm  Gov ernm en t s e c u r i t i e s  in  th e  mi d 1 9 7 0 's  
w i l l  c o n ti n u e  to  s u r f a c e  i f  i n t e r e s t  r a t e s  re m ain  ab ove  th e  
l e v e l s  o f e a r ly  1973 , a s  se em s c e r t a i n .  T hes e p ro b le m s b e ­
ga n to  a p p ea r in  l a t e  1979 , b u t w i l l  be  m or e p r e v a le n t  th e  
lo n g e r  i n t e r e s t  r a t e  p r e s s u r e s  c o n ti n u e . Demand f o r  p ro ­
t r a c t e d  a d ju s tm e n t c r e d i t  w i l l  be s t im u la te d  by  th e s e  
c o n d i t io n s .

4 . The  e f f e c t s  o f th e  r e c e s s io n  have n o t y e t  b een  f e l t .  
T y p ic a l ly ,  th e  e f f e c t s  o f  a r e c e s s io n  la g  r a t h e r  th a n  a p p e a r 
s im u lt a n e o u s ly  w it h  th e  r e c e s s io n ,  an d i t  can  be  e x p ec te d  
t h a t  th e  p ro b le m s a s s o c ia t e d  w it h  th e  p re s e n t  r e c e s s io n  
w i l l  b e g in  m a n if e s t in g  th e m se lv e s  in  FY 19 81  an d c a r r y  in to  FY 198 2.

5 . W ith  th e  re c o v e ry  o f  th e  eco nomy  fr om  th e  19 80  r e c e s s io n ,  
lo a n  demand a t  n a t u r a l  p e rs o n  c r e d i t  u n io n s  w i l l  r e v iv e  an d 
c r e d i t  u n io n  l i q u i d i t y  w i l l  d e c l i n e .  By th e  m id d le  o f  FY 
198 2, th e  c r e d i t  u n io n  co mmun ity  may be come once more v u ln e r ­
a b le  to  l i q u i d i t y  p r e s s u r e s  be yo nd  th e  c a p a c i ty  o f t h e i r  own 
l i q u i d  r e s o u r c e s .

6 . The enac tm en t o f  th e  D e p o s it o ry  I n s t i t u t i o n s  D e re g u la ­
t i o n  Act  o f  19 80  h a s  u s h e re d  in  an  e ra  o f u n p re c e d e n te d  
c o m p e ti ti o n . Com m er ci al  b a n k s , t h r i f t  i n s t i t u t i o n s  an d 
c r e d i t  u n io n s  a re  o f f e r i n g  th e  sam e o r  s i m i l a r  s e r v ic e s  in  
th e  co ns um er  f i n a n c i a l  m a rk e ts  an d w it h  th e  p h a s e -o u t o f  
R e g u la ti o n  Q, c r e d i t  u n io n s  w i l l  n o t be s h e l t e r e d  from  r a t e  
c o m p e ti ti o n , a s  th e y  w er e in  th e  p a s t .  T h is  sh a rp e n e d  com­
p e t i t i o n  w i l l  i n e v i t a b l y  r e s u l t  in  g r e a t e r  d i s t r e s s  among 
th e  c o m p e t i to r s ,  e s p e c i a l l y  amo ng c r e d i t  u n io n s  w hic h ha ve 
ha d to  s u r r e n d e r  c o m p e ti ti v e  a d v a n ta g e s . In  FY 1982  an d 
in c r e a s in g ly  th ro u g h  th e  d e c a d e , a s  th e  m ark e t a d j u s t s  to  
th e  h e ig h te n e d  c o m p e t i t io n ,  c r e d i t  u n io n s  u n d e r s t r e s s  
w i l l  nee d s h o r t - t e r m  a d ju s tm e n t an d p r o t r a c te d  a d ju s tm e n t c r e d i t .

T hus,  i t  i s  a n t i c ip a t e d  t h a t  dem and  fo r  lo a n s  fr om  CLF in  FY 198 2 w i l l  
i n c r e a s e  s i g n i f i c a n t l y  o v e r t h a t  o f FY 1980 . E x p e c ta ti o n s  a r e  t h a t  s h o r t ­
te rm  an d s e a s o n a l b o rr o w in g  w i l l  ra n g e  a s  h ig h  a s  $300  m i l l i o n  in  FY 1982 , 
an d th a t  an  a d d i t i o n a l  $300  m i l l i o n  w i l l  be  need ed to  ac co mmod ate c r e d i t  u n io n s ' n e ed s  fo r  lo n g - te rm  em er gen cy  a s s i s t a n c e .  T hus,  th e  t o t a l  r e ­
q u e s te d  b o rr o w in g  a u th o r i t y  f o r  FY 1982  i s  $600 m i l l i o n ,  th e  sam e as  was  app ro ved  f o r  FY 19 81 .
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The  s t a t u t e  p ro v id e s  fo r  a $500 m i l l i o n  em er gen cy  l i n e  o f c r e d i t  from  
T re a s u ry , i f  a p p r o p r ia te d ;  no  r e q u e s t  f o r  an  a p p r o p r ia t io n  h a s  b een  mad e.  
N o n e th e le s s , th e  d i f f i c u l t y  o f p r e d i c t i n g  l i q u i d i t y  n eed s  an d th e  need  to  
p ro v id e  fu n d s  v e ry  q u ic k ly  to  c r e d i t  u n io n s  wh en em e rg e n c ie s  a r i s e  s u g g e s t 
th a t  c o n s id e r a t io n  f o r  su ch  an  a p p r o p r ia t io n  s h o u ld  n o t be  a b andoned . In  th e  
e v e n t t h a t  c r e d i t  u n io n s  sh o u ld  fa c e  a g e n e r a l iz e d  a b ru p t l i q u i d i t y  em er ge nc y 
o f th e  k in d  th a t  deve lo p ed  in  FY 1980, a s u p p le m e n ta l b u d g e t a u th o r i z a t i o n  
m ig h t n o t be  t im e ly .

A p p ro p r ia ti o n  o f  th e  em er ge nc y l i n e  o f c r e d i t  wou ld  s e r v e  a n o th e r  
im p o r ta n t f u n c ti o n  in  a d d i t io n  to  e n a b l in g  th e  F a c i l i t y  to  m ee t i t s  r e s p o n s i ­
b i l i t i e s  in  th e  e v e n t o f an  ec on om ic  c r i s i s .  In  FY 1982 , th e  F a c i l i t y  in te n d s  
to  b e g in  f in a n c in g  i t s  a c t i v i t i e s  in  th e  p r i v a t e  m a rk e ts  and  b e g in  to  en d i t s  
depen dence on  p u b li c  fu n d in g  th ro u g h  th e  F e d e ra l F in a n c in g  B an k.  By FY 1982, 
th e  F a c i l i t y  w i l l  hav e bee n in  o p e r a t io n  fo r  tw o y e a r s  an d w i l l  hav e  e s ta b ­
l i s h e d  an  e a r n in g s  re c o rd  on  w hi ch  i t s  c r e d i tw o r th in e s s  can  be  ju d g e d . The  
am ount an d ti m in g  o f  i t s  fu n d in g  n e ed s  w i l l  be  more p r e d i c t a b l e ,  e n a b l in g  
th e  F a c i l i t y  to  e n t e r  th e  m ark e t on  a  r e g u l a r  b a s i s  an d e s t a b l i s h  a  c o n s i s ­
t e n t  m ark e t p re s e n c e . T h is  w i l l  enhance  th e  a c c e p t a b i l i t y  o f  th e  F a c i l i t y ' s  
d e b t i s s u e s ,  an d w i l l  a ll o w  i t  t o  co m pet e w it h  o th e r  s im i l a r  Age nc y i s s u e s  
w it h o u t th e  F a c i l i t y ' s  h av in g  to  pay  a  pr em ium p r i c e .  The  c l e a r  a v a i l a b i l i t y  
o f  th e  $500 m i l l i o n  dr aw  on T r e a s u ry , p a r t i c u l a r l y  in  C LF' s f i r s t  v e n tu r e s  in  
th e  d e b t m a rk e ts , wou ld  s i g n i f i c a n t l y  enhance  th e  m a r k e t a b i l i t y  o f  CLF s e c u r i ­
t i e s ,  an d wou ld  re d u c e  th e  p r i c e  t h a t  CLF w i l l  pa y fo r  th e  fu n d s  i t  n eeds  to  
m ee t i t s  p u b li c  p o l ic y  g o a ls .
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Administrative Expenditures for FY ’82

The emphasis for the FY 1982 administrative expenditure budget is on continuation and maintenance of present programs, membership, and development of a program to finance CLF activities through the private market. The major areas in which administrative expenditures will be made include the following:

(1) Membership. In FY 1981, the CLF began a two-year program aimed at increasing membership, with the goal of extending CLF protection to 75X of the assets of the credit union movement by the end of FY 1982. This program, which will focus on corporate (for Agent membership) and large (over $50 million in assets) credit unions, is expected to increase paid-in cpaital to $100-$115 million. The program willrely heavily on personal staff contacts with credit union representatives, as well as the development and mailing of promotional literature.

(2) Private Market Financing Program. For the first two years of operations, the Facility will have financed the bulk of its lending through the Federal Financing Bank. However,in FY 1982, the Facility intends to begin to end its depend­ence on public financing and begin funding its activities by issuing its own debt securities in the private market.
This effort will involve developmental and marketing efforts by CLF staff. Also, due to the complexities of this effort and the serious problems that can arise if it is not handled properly, significant expenditures for consultation with legal and financial experts are anti­cipated. Once developed, the program may involve hiring an additional staff person to manage an investment portfolio.
This program will accomplish two important goals: (1) the Facility will end its dependence on public financing, and (2) funds raised from the private sector will enable the Facility to establish an investment portfolio to provide a source of earnings when loan demand is low; this is important because CLF membership is voluntary and it is essential for CLF to have earnings to pay dividends and maintain membership even when loan demand is soft. CLF management recognizes that it is inappropriate to use low interest public funds from the FFB to maintain an investment portfolio even when the Facility is under pressure to supplement earnings, and private financing would eliminate this problem.
(3) Seasonal Loan Program. During FY 1981 and carrying into FY 1982, the CLF will implement its seasonal lending program. Unlike other forms of CLF assistance, seasonal lending is to meet liquidity needs which are recurring and predictable, and does not involve emergency situations. Seasonal lending will provide a source of loan demand and CLF Income even when demand for emergency credit is low.
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Unlike emergency credit, seasonal credit requires preparatory 
analytical work in establishing seasonal patterns several months in 
advance of the need for funds, and establishment of lines of credit 
which can be drawn down as the liquidity need arises and, thus, requires 
different policies and procedures. It is anticipated that these and 
other differences will mean that development and implementation of 
this program will require a large amount of staff time devoted to 
training (itself and CLF Agents), promotional work, and administra­
tion of the program.

(4) Agent Training. Corporate credit unions affiliated with CLF 
as Agent members act as loan officers in making CLF loans to 
their member credit unions. The CLF provides training sessions 
in its offices in Washington to assure that Agents are familiar 
with CLF policies and procedures and administer the CLF lending 
programs consistently and uniformly. In addition to the
need to keep present Agents informed of new or revised policies, 
procedures, and programs, new Agent members and new staff of 
present Agents must be trained. It is anticipated that the 
CLF membership program will result in several new Agent members. 
This, together with the advent of new programs such as the 
seasonal lending program, mean that Agent training will be a 
very important part of CLF activities through FY 1982.

(5) NCUA Staff Support. Since CLF staff and operations are 
relatively small at present, much of its support functions 
are carried out by other NCUA offices, and CLF reimburses 
NCUA for time spent on CLF activities. This enables CLF to 
maintain a small staff and still execute its responsibilities 
in an efficient manner.

Support services provided by NCUA include internal audit, legal work, 
economic research, personnel, procurement, examination of Agents, and 
other similar administrative support.

(6) Continuation and Maintenance of Present Programs. CLF short­
term and protracted emergency credit programs will continue
in FY 1982. If loan demand picks up in FY 81-82 as is expected, 
the CLF might have to hire additional staff to handle the 
volume, although this will depend, to a large degree, on whether 
most of the demand arises from Regular members or through Agents. 
It is also anticipated that there will be a need to revise 
current programs as more of the Facility’s lending begins 
originating through Agents. To date, the vast majority of CLF 
lending has been direct to Regular members, and it is expected 
that as experience is gained in lending through Agents, new 
problems and needs will be encountered which will require 
revisions in the CLF lending programs.
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National Credit Union Administration

Central Liquidity Facility

Explanation of Obligations by Object Class

Personnel Compensation $550,000. Represents the estimated salary costs for 
19 permanent full-time employees on duty during FY 1982.

Personnel Benefits $60,000. Includes health benefits, government life 
insurance, miscellaneous cash awards and change of station real estate 
differential.

Travel and Transportation $90,000. Represents travel for CLF staff as 
well as CLF Agents, state supervisors and state insurance corporations 
involved with CLF development. Since CLF membership is voluntary, and 
CLF operations are centralized, a significant amount of promotional and 
educational travel is anticipated.

Transportation of Things $27,000. The bulk of these funds represent 
anticipated change-of-station expenses for new staff in the lending and 
finance functions.

Communications, Utilities and Other Rent $98,000. Represents estimated 
rental charges for space as well as computer terminals and EDP equipment 
usage.

Printing and Reproduction $42,000. Represents costs primarily associated 
with promotional/educational materials regarding loan, membership, and 
financing programs. In addition to the above items, it will also include 
basic forms, staff manuals and general circulars to members.

Other Services $763,000. Primarily represents costs associated with 
consulting and data processing services for membership, loan and account­
ing systems and corporate examination, Agent and NCUA reimbursement.

Supplies and Materials $11,000. Represents computer paper, visual aids, 
educational supplies and miscellaneous supplies for CLF, Agents and sponsors 
of training seminars.

Equipment $5,000. These funds represent office equipment.

Investments and Loans $3,760,000,000. This amount represents the cumulative 
total of short-term seasonal and protracted credit provided credit unions 
during FY 1982. It also includes obligations for investments made during 
FY 1982.

Interest and Dividends $72,771,000. These funds represent the cost of capital 
(borrowings from the Federal Financing Bank) and dividends paid to members 
of the Facility.
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APPE NDIX A

C e n t r a l  L iq u id i ty  F a c i l i t y

A p p ro p r ia ti o n s  Lan gu ag e

The am ou nt  w hic h  may be bo rr ow ed , fr oz t th e  p u b l ic  o r an y o th e r  so u rc e  e x c e p t 
th e  S e c re ta ry  o f  th e  T re a s u ry , by  th e  C e n t ra l L iq u id i ty  F a c i l i t y  as  a u th o r iz e d  
by  th e  N a ti o n a l C re d it  Union  C e n t r a l L iq u id i ty  F a c i l i t y  A ct  (1 2 U .S .C . 1 7 9 5 ),  s h a l l  
n o t exce ed  $ 6 0 0 ,0 0 0 ,0 0 0 : P ro v id e d , That  a d m in i s t r a t iv e  e x p en se s  o f th e  C e n t ra l 
L iq u id i ty  F a c i l i t y  in  f i s c a l  y e a r  1932 s h a l l  n o t exceed  Q l, 9 3 6 ,0 0 < 3  $ 1 ,6 4 1 ,0 0 0 .D uri ngQ .9 81J1 98 2,  w i th in  th e  r e s o u rc e s  an d a u t h o r i t y  a v a i l a b l e ,  g ro s s  o b l ig a t i o n s  
f o r  th e  p r i n c i p a l  am ou nt  o f d i r e c t  lo a n s  s h a l l  n o t exce ed  $ 4 ,4 0 0 ,0 0 0 ,0 0 0 . (De ­
p a rt m e n t o f H ou si ng  an d Urb an  D ev elop m en t — In d e p e n d e n t A g en cie s  A p p ro p r ia ti o n  A c t,  1 9 8 1 .)
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NATIONAL CREDIT UNION ADMINISTRATION 
C e n t r a l L iq u id i t y  F a c i l i t y

F in a n c ia l  C o n d it io n  
( i n  th o u san d  o f  d o l l a r s )

19 80
A c tu a l

1981
E s ti m a te

1982
E s ti m a te

A s s e ts :
C u r r e n t A ss e ts

Cash
In v e s tm e n ts  (PAR)
Lo an s R ec e iv ab le
A cc ounts  R e c e iv ab le
I n t e r e s t  R ec e iv ab le

3
5 5 ,7 3 0
8 5 ,4 67
2 5 ,2 60

3 ,1 6 3

10
8 3 ,0 18

300 ,0 00
20 ,7 81

4 ,6 0 0

10
2 00 ,0 00
500 ,0 00

1 6 ,8 47
6 ,0 79

T o ta l C u rre n t A ss e ts 169 ,6 28 408 ,4 09 722 ,9 36
F ix ed  A ss e ts

Equ ip m en t
O th e r  A ss e ts

25
1,3 85

12 5
1 ,5 0 0

180
1 ,5 0 0

T o ta l F ix ed  A ss e ts 1 ,4 1 0 - .- 1 ,6 2 5 1 .6 8 0
T o ta l A ss e ts

L i a b i l i t i e s :

171,0 38 410 ,0 34 724 ,6 16

B orr ow in gs 
A cc oun ts  P ay ab le

89 ,9 32
2 ,0 28

300 ,0 00
21 ,5 17

T o ta l L i a b i l i t i e s  

Gov ernm en t E q u i ty :

600 ,0 00
19 ,5 66

91 ,9 60 321,5 17 619,5 66

C a p i ta l  S to ck  
N et  Inc om e

78 ,7 94
284

84 ,4 53
4 ,0 64

T o ta l E q u it y

98, 462
6 ,5 88

T o ta l  L i a b i l i t y  an d E q u it y

79 ,0 78

171,0 38

88 ,5 17

410 ,0 34

105 ,0 50

724 ,6 16
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NATIONAL CREDIT UNION ADMINISTRATION 
C en tr a l L iq u id it y  F a c i l i ty  

Income and  Exp ense 
(I n  thou sa nd  of d o l la r s )

1980
A ctu al

1981
Est im at e

1982
E st im ate

Income :
I n te r e s t  on In ves tm en ts 3, 25 8 22 ,800 30 ,780
I n te r e s t  on Loans 5, 28 4 37 ,200 50 ,220

T ota l Income 8, 54 2 60 ,000 81 ,000

Ex penses:

A dm in is tr a ti ve  Ex pe ns es :
P ers onnel Co mp ensat ion 314 571 550
Per so nne l B en e fi ts 31 57 60
T ra vel and T ra n sp o rt a ti o n  o f Pe rs on s 31 85 90
T ra vel and  T ra n sp o rt a ti o n  o f Th ings 5 90 27
Rent Co mm unicat ions and U t i l i t i e s 86 248 98
P r in ti n g  and  Rep ro du ct io n 13 200 42
Other  S er vic es 233 565 763
Suppli es ____ 8 120 11

T o ta l A d m in is tr a ti v e  Expenses 721 1,93 6 1,64 1

I n te r e s t  on Bo rro wing,  fro m 1

F edera l F in an ci ng Bank 4, 60 6 45 ,000 63 ,000
Div id en ds  on St oc k S u b sc ri p ti o n s 2, 93 1 9, 00 0 9,7 71.

Sub T ota l 7,53 7 54 ,000 72,77 1
T ota l Ex penses 8, 25 8 55 .936 7^4 1 2

Net Income 284 4,06 4 6, 58 8
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NATIONAL CREDIT UNION ADMINISTRATION

C en tr a l L iq u id it y  F a c i l i ty
S ta tu s  o f D ir ec t Loa ns 

(I n  th ou sa nd s o f d o ll a r s )

P o s it io n  w it h  re sp e c t to  l im it a ti o n  
on o b li g a ti o n s :

1980
A ct ual

1981
E st im ate

1982
E st im ate

L im it a ti o n  on O b li ga ti ons — 4,4 00, 000 4, 40 0,0 00
O b li g a ti o n s  Exempt from L im it a ti o n 310,34 5 — —

O b li g a ti o n s  In cu rr ed , Gros s -3 10 ,3 45 -2 ,2 08 ,0 00 -3 ,6 50 ,0 00

Cum ulat ive bal an ce  of d i r e c t  
lo ans o u ts ta n d in g :

O uts ta ndin g s t a r t  o f y ear.
New lo an s:  Disbu rsem en ts  fo r 

d i r e c t  Loans 200,7 32

85 ,467

2, 22 4,5 33

30 0,00 0

3,6 50, 000
R ecoveri es : Repa yme nts and 

prep ay men ts -1 15, 265 -2 ,0 10 ,0 00 3, 45 0, 00 0
O uts ta nd in g , End o f year 85 ,467 30 0,00 0 50 0,00 0
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NATIONAL CREDIT UNION ADMINISTRATION 
C e n tra l L iq u id i ty  F a c i l i t y  

Pro gr am  an d F in a n c in g  
( In  th ousands o f  d o l l a r s )

1980
A c tu a l

1981
E s ti m a te

1982
E s ti m a te

Pro gra m  by  A c t i v i t i e s :

1 . A d m in is t r a ti v e  Exp en se 1 ,5 11 1,9 36 1 ,6 41
2 . I n t e r e s t  on  S e c u r i t i e s 4 ,6 06 45 ,0 00 62 ,8 71
3. D iv id en d s on  C a p i ta l  S to ck 2 ,9 31 9 ,0 00 9 ,9 0 0

T o ta l O p e ra ti n g  C o s ts  Fu nded 9 ,0 48 55 ,9 36 74 ,4 12

C a p i ta l  In v e s tm e n t:

1 . In v es tm en t in  Equ ip m en t 26 100 5
Lo an s to  C r e d i t  U ni on s 310,3 45 2 ,2 0 8 ,0 0 0 3 ,7 6 0 ,0 0 0

T o ta l C a p i ta l  In v e s tm e n t,
Fu nd ed 31 0,3 71 2 ,2 0 8 ,1 0 0 3 ,7 6 0 ,0 0 5

1 0 :0 0  T o ta l P ro gra m  C o s ts , Fun de d-
O b li g a ti o n s  319,4 19 2 ,2 6 4 ,0 3 6  3 ,8 3 4 ,4 17



333
14

NATIONAL CREDIT UNION ADMINISTRATION 
C e n t r a l L iq u id i t y  F a c i l i t y  

F in a n c in g  an d O u tl a y s  
( in  th o u san d s  o f  d o l l a r s )

1 0 .0 0  T o ta l Pro gr am  C o s ts , F u n d e d -O b li g a ti o n s

19 80  1981
A c tu a l E s ti m a te s

319 ,4 19  2 ,2 6 4 ,0 3 6

198 2
E s ti m a te s

3 ,8 3 4 ,4 1 7

F in a n c in g :

O f f s e t t i n g  c o l l e c t i o n s  fr om : 

1 4 .0 0  N o n -F e d e ra l s o u rc e s :

I n t e r e s t  on  Lo an s _g  542
C a p i ta l  S to ck  —78 794
Lo an  Rep ay m en ts  -1 15  265

U n o b li g a te d  b a la n c e , s t a r t  o f  y e a r :

2 1 .4 7  A u th o r it y  to  Bo rrow  ___
2 1 .9 8  Fun d B ala n ce  ___

U n o b li g a te d  b a la n c e  a v a i l a b l e ,  en d o f  y e a r :

2 4 .4 7  A u th o r it y  to  borr ow  1 995  9^5
2 4 .9 8  Fun d B a la n ce  78*167
32 .4 7  B ala n ce  o f  A u th o r it y  to  Bor ro w  W ithd ra w n —
4 7 .1 0  B ud get  A u th o r it y  (A u th o r it y  to

Bor ro w , P u b li c  Law 95-6 30)

R e la ti o n  o f  O b li g a ti o n s  to  O u tl a y s :

71 .0 0  O b l ig a t io n s  in c u r r e d , n e t  
7 2 .0 0  O b li g a te d  b a la n c e , s t a r t  o f  y e a r
74 .1 0  O b li g a te d  b a la n c e , en d o f  y e a r :

-6 0 ,0 0 0  
-  7 ,0 00  

-2 ,0 1 0 ,0 0 0

-1 ,0 0 5 ,0 1 5
-7 8 ,1 6 7

8 8 ,5 17
1 ,0 0 5 ,0 1 5

9 0 .0 0  O u tl a y s

-8 1 ,0 0 0
-1 0 ,0 0 0

-3 ,4 5 0 ,0 0 0

1 ,2 0 0 ,0 0 0

116 ,8 18

-2 6 ,8 9 4

197 ,3 86

187 ,0 36
26,8 94
-3 ,8 6 4

8 9 ,9 24  210 ,0 66

-8 8 ,5 1 7

105,0 50

309 ,9 50

293 ,4 17
3 ,8 64
2 ,7 1 9

300,0 00
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NATIONAL CREDIT UNION ADMINISTRATION 
C en tr a l L iq u id it y  F a c i l i ty  

O bje ct  C la s s if ic a ti o n  
(i n  thou sa nd s o f d o ll a r s )

1980 1981 1982
A ctu al  Est im ate  Est im ate

P ers onnel co mpe ns at ion:
11 .1 Pe rm anen t p o s it io n s 314 571 550

T o ta l pers onnel co mpe ns at ion 314 571 550

12 .1
Per so nnel  b e n e f it s :

C iv il ia n 31 57 60

21 .0 T ra vel and tr a n s p o r ta ti o n  o f per so ns 54 85 90

22 .0 T ra n sp o rt a ti o n  o f th in g s 5 90 27

23 .0 Ren t, Co mm unica tio ns , and u t i l i t i e s 106 248 98

24 .0 P r in ti n g  an d re p ro d u c ti o n 28 200 42

25 .0 O th er  s e rv ic e s 965 565 763

26 .0 S uppli es  and m a te ri a ls 8 120 11

31 .0 Equ ipm ent 26 100 5

33 .0 In ve st m en ts  and lo ans 310,3 45 2, 208 ,0 00 3, 760 ,0 00

43.0 In te r e s t  and  d iv id ends 7,537 54 ,000 72, 771

99 .0 T o ta l o b li g a ti o n s 319,4 19 2, 264 ,0 36 3, 83 4, 41 7
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APPENDIX B

N a ti o n a l C re d it  Uni on  A d m in is tr a ti o n

C e n tra l L iq u id i ty  F a c i l i t y

The N a ti o n a l C re d it  Uni on  A d m in is tr a ti o n  C e n t r a l L iq u id i ty  F a c i l i t y  ( th e  
" F a c i l i t y " )  was c re a te d  by  th e  N a ti o n a l C re d it  Uni on  C e n t r a l L iq u id i ty  F a c i l i t y  
A ct.  (P u b li c  Law 9 5 -6 3 0 , T i t l e  X V II I,  12 USC 1795 e t  s e q . ) .  The  F a c i l i t y  
i s  a m ix ed -o w ners h ip  Gov ernm en t c o rp o ra ti o n  w i th in  th e  N a ti o n a l C re d it  U ni on  
A d m in is tr a ti o n . I t  i s  man aged  by  th e  N a ti o n a l C re d i t  U ni on  A d m in is tr a ti o n  
Boa rd  an d i s  owned by  i t s  mem ber c r e d i t  u n io n s . The F a c i l i t y  be came  o p e r a t io n a l  
on  O cto ber 1 , 197 9.

The  p u rp o se  o f  th e  F a c i l i t y  i s  to  im pro ve th e  g e n e r a l  f i n a n c i a l  s t a b i l i t y  
o f  c r e d i t  u n io n s  by  m ee ti n g  t h e i r  l i q u i d i t y  n eed s  an d th e re b y  enco u ra g e  s a v in g s ,  
s u p p o r t co ns um er  an d m ort gage  le n d in g , an d p ro v id e  b a s ic  f i n a n c i a l  r e s o u rc e s  to  
a l l  se gm ents  o f th e  econ om y.  To acco m p li sh  t h i s  p u rp o s e , mem ber c r e d i t  u n io n s  
in v e s t  in  th e  c a p i t a l  s to c k  o f th e  F a c i l i t y ,  an d th e  F a c i l i t y  u se s  th e  p ro c e ed s  
o f su ch  in v e s tm e n ts  and th e  p ro c e ed s  o f bo rr ow ed  fu nds  to  m ee t th e  l i q u i d i t y  
needs o f c r e d i t  u n io n s  p r im a r i ly  s e rv in g  n a t u r a l  p e r s o n s . The  F a c i l i t y  s e r v e s  
m ain ly  as  a se c o n d a ry  s o u rc e  o f l i q u i d i t y  a f t e r  o th e r  s o u rc e s  o f  l i q u i d i t y  ha ve  
be en  u t i l i z e d .

M em be rship in  th e  F a c i l i t y  i s  a v a i l a b l e  to  F e d e ra l an d s t a t e - c h a r t e r e d  
c r e d i t  u n io n s . T here  a re  two ty p e s  o f m em bers h ip , R e g u la r m em be rshi p an d Age nt  
m em be rs hi p. A n a tu r a l  p e rs o n  c r e d i t  u n io n  may become  a  R eg u la r mem ber o r  may 
g a in  a c c e ss  to  th e  F a c i l i t y  th ro u g h  an  Age nt  me mb er . When a c e n t r a l  c r e d i t  u « io n  
beco mes  an  Age nt  member o r  p a r t  o f a gro up w hic h  i s  an  Age nt  me mbe r, a l l  o f  i t s  
member n a tu r a l  p e rs o n  c r e d i t  u n io n s  g a in  a c c e s s  to  th e  F a c i l i t y  th ro u g h  i t s  
Ag en t m em ber sh ip . An a p p l ic a t i o n  f o r  m em be rs hi p m us t in c lu d e  a s u b s c r ip t i o n  to  
th e  c a p i t a l  s to c k  o f th e  F a c i l i t y .

A R eg u la r mem ber may a p p ly  to  th e  F a c i l i t y  f o r  an  e x te n s io n  o f  c r e d i t  to  
mee t i t s  l i q u i d i t y  n e e d s . An Ag en t member may a p p ly  to  th e  F a c i l i t y  f o r  an  
e x te n s io n  o f c r e d i t  to  mee t th e  l i q u i d i t y  n eed s  o f  i t s  mem ber n a tu r a l  p e rs o n  
c r e d i t  u n io n s . The F a c i l i t y  may ad van ce fu n d s  to  m ee t su ch  l i q u i d i t y  needs a f t e r  
g iv in g  du e c o n s id e r a t io n  to  c r e d i tw o r th in e s s .

The F a c i l i t y  may advan ce fu nds to  mee t th r e e  ty p e s  o f l i q u i d i t y  n e e d s:

o S h o r t- te rm  a d ju s tm e n t c r e d i t  (s om etim es known a s  " s h o r t - te rm  em er ge nc y 
c r e d i t " )  a v a i l a b l e  to  a s s i s t  in  m e e ti n g  te m p o ra ry  re q u ir e m e n ts  f o r  
fu n d s  o r  to  c u sh io n  mo re p e r s i s t e n t  o u tf lo w s  o f  fu nds pend in g  an  
o r d e r ly  a d ju s tm e n t o f  c r e d i t  u n io n  a s s e t s  an d l i a b i l i t i e s .  The  maximum 
m a tu r i ty  w i l l  o r d i n a r i l y  be s ix  m on th s o r  th e  te rm  o f  th e  p r o je c te d  
ne ed  fo r  su ch  c r e d i t ,  w h ic hever i s  l e s s .

o S e a so n a l c r e d i t  a v a i l a b l e  to  a s s i s t  in  m e e ti n g  s e a s o n a l needs f o r  fu nds  
a r i s i n g  fr om  a c o m b in a ti o n  o f e x p e c te d  p a t t e r n s  o f mo vem ent  i n  s h a re  
an d d e p o s i t  a c c o u n ts  and lo a n s . The  maximum m a tu r i ty  w i l l  o r d i n a r i l y  be  
n in e  m onth s.

74-315 0 — 81-----22
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o P r o t r a c t e d  a d ju s tm e n t c r e d i t  (s om eti m es known a s  " lo n g - te rm  
em er gen cy  c r e d i t " )  a v a i l a b le  in  th e  e v e n t o f  u n u s u a l o r em er­
gency  c ir c u m s ta n c e s  o f  a lo n g e r  te rm  n a tu r e  r e s u l t i n g  fro m 
n a t i o n a l ,  r e g io n a l  o r  lo c a l  d i f f i c u l t i e s .

A ll  su ch  advances  m us t be s e c u re d  in  a c c o rd a n c e  w it h  th e  re q u ir e m e n ts  s e t  
f o r th  in  th e  r e g u l a t i o n s  o f th e  F a c i l i t y .  I n t e r e s t  r a t e s  on  su ch  a d v an ces  
w i l l  be s e t  by  th e  F a c i l i t y  an d w i l l  be a v a i l a b l e  on  a d a i l y  b a s i s  a t  th e  
F a c i l i t y .  O r d in a r i l y ,  i t  w i l l  be th e  p o l ic y  o f th e  F a c i l i t y  to  s e t  n a t i o n a l  
i n t e r e s t  r a t e s  a t  l e v e l s  th a t  w i l l  en co u ra g e  th e  u se  o f  norm al s o u rc e s  o f 
l i q u i d i t y ,  in c lu d in g  b o rr o w in g  from  c e n t r a l  c r e d i t  u n io n s , w hen ev er  th o s e  
s o u rc e s  o f l i q u i d i t y  a r e  r e a d i ly  a v a i l a b l e .

The  a d v an c e s  to  c r e d i t  u n io n s  an d o th e r  CLF in v e s tm e n ts  may be  fu nded  by  
c a p i t a l  c o n t r i b u t i o n s ,  advances  from  th e  F e d e ra l F in a n c in g  B an k,  th e  c a p i t a l  
m a rk e ts  a n d , in  an  em erg ency , th e  S e c re ta ry  o f  th e  T re a s u ry  to  a maxim um o f 
$ 5 0 0 ,0 0 0 ,0 0 0 , i f  a p p r o p r ia te d .  At  p r e s e n t ,  th e  F e d e ra l F in a n c in g  Bank  i s  th e  
p r e f e r r e d  s o u rc e  fo r  e x te r n a l  f in a n c in g  c r e d i t  u n io n  lo a n s .

The  c a p i t a l  s to c k  o f  th e  F a c i l i t y  i s  d iv id e d  in to  n o n -v o ti n g  s h a r e s  
h a v in g  a p a r  v a lu e  o f $50 e ac h . S h a re s  a r e  is s u e d  s o l e l y  t o  c r e d i t  u n io n s  
w hi ch  a re  R eg u la r o r Age nt  members  o f th e  F a c i l i t y .  I f  an  Age nt  member c o n ­
s i s t s  o f a g ro up  o f c e n t r a l  c r e d i t  u n io n s ,  s h a r e s  a r e  is s u e d  to  on e o f  th e  
c e n t r a l  c r e d i t  u n io n s  in  th e  g ro up .

Wh ole  an d f r a c t i o n a l  s h a re s  a r e  is s u e d  by  th e  F a c i l i t y .  The o w n ers h ip  
o f s h a r e s  i s  e n te re d  s o l e l y  on th e  re c o rd s  o f th e  F a c i l i t y  in  s h a r e  a c c o u n ts  
s im i l a r  to  c r e d i t  u n io n  s h a re  a c c o u n ts , an d no  c e r t i f i c a t e s  o r  o th e r  e v id e n c e s  
o f o w ners h ip  a r e  i s s u e d .  S h a re s  may n o t be  t r a n s f e r r e d  o r  h y p o th e c a te d  
e x c e p t to  th e  F a c i l i t y ,  an d th e r e  a r e  no  v o ti n g  r i g h t s .

D iv id en d s  a r e  p a id  on  th e  c a p i t a l  s to c k  o f  th e  F a c i l i t y  a t  su ch  ti m e s  
an d r a t e s  a s  a r e  d e te rm in e d  by  th e  N a ti o n a l C re d it  Union  A d m in is tr a ti o n  Boa rd  
( th e  NCUA B o a rd .)  D iv id e n d s  a re  p a id  by  c r e d i t i n g  th e  s h a r e  a c c o u n ts  o f  mem­
b e r s .  The  f i r s t  fo u r  q u a r t e r l y  d iv id e n d s  p a id  by  th e  CLF w er e 10%,  10%, 9%, 
9%, an d th e  f i f t h  q u a r t e r  d iv id e n d  i s  e x p e c te d  to  be  10%.
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APPENDIX C

N a ti o n a l C re d it  Uni on  A d m in is tr a ti o n

H is t o r i c a l  B ac kg ro un d

The  N a ti o n a l C re d i t  Union  A d m in is tr a ti o n  I s  an  in d e p e n d e n t f i n a n c i a l  r e g u la to r y  Age nc y an d i s  re s p o n s ib le  f o r  th e  c h a r t e r i n g ,  s u p e r v i s in g ,  ex am in in g , an d in s u r in g  o f  a l l  F e d e ra l c r e d i t  u n io n s . A d d i t i o n a l ly ,  i t  in s u r e s  th e  a c c o u n ts  o f th o se  s t a t e  c r e d i t  u n io n s  w hi ch  ch o o se  th e  o p t io n ,  o r  a re  r e q u i r e d  by  s t a t e  la w , t o  become  f e d e r a l l y  in s u r e d .  C u r r e n t ly  th e r e  a r e  a p p ro x im a te ly  12 ,7 5 0  F e d e ra l c r e d i t  u n io n s  an d 5 ,0 00  s t a t e  c h a r te r e d  c r e d i t  u n io n s  b e in g  se rv e d  by  t h i s  A ge nc y.

The  N a ti o n a l C re d it  Union  A d m in is tr a ti o n  was  e s t a b l i s h e d  in  19 70  by  P u b li c  Law 9 1 -2 0 6 . I t s  c e n t r a l  o f f i c e  i s  lo c a te d  in  W ash in g to n , D .C .,  an d th e r e  a r e  s i x  r e g io n a l  o f f i c e s  lo c a te d  in  B o sto n , M a s s a c h u s e tt s : H a r r is b u rg , P e n n s y lv a n ia ; A t la n ta ,  G e o rg ia ; T o le d o , O hio ; A u s t in , T e x a s;  an d Sa n F r a n c is c o ,  C a l i f o r n i a .  As o f  Decem be r 31 , 1979,  th e  N a ti o n a l C re d it  Uni on  A d m in is tr a ti o n  s t a f f  c o n s is te d  o f 675 f u l l  ti m e  em p lo y ees . The  Ag ency r e c e iv e s  no  a p p r o p r ia t io n s  an d o p e r a te s  on  th e  f e e s  i t  r e c e iv e s  from  c r e d i t  u n io n s . As a  r e s u l t  o f P .L . 9 5 -6 3 0 , th e  a d m in i s t r a t io n  o f  th e  Ag en cy  h as  been  in v e s te d  in  a th r e e  mem ber b o a rd . T h e ir  te rm s  o f o f f i c e  a r e  a s  fo ll o w s : C hai rm an, 6 y e a r s ;  Boa rd  M em ber, 4 y e a r s ;  an d a n o th e r  B oa rd  Member, 2 y e a r s .

E s s e n t i a l l y ,  th e  Ag ency a d m in is te r s  th e  f u n c t io n s  o f  th e  F e d e ra l C re d it  Uni on  A ct  o f  1934 w hi ch  p ro v id e d  f o r  th e  e s ta b li s h m e n t o f  "a  F e d e ra l C re d it  Union  S yst em , to  e s t a b l i s h  a f u r t h e r  m ark e t f o r  s e c u r i t i e s  o f  th e  U n it e d  S t a te s  an d to  make more a v a i l a b l e  to  p e o p le  o f  s m a ll  me an s c r e d i t  f o r  p r o v i­d e n t p u rp o s e s  th ro u g h  a n a t i o n a l  sy s te m  o f  c o o p e r a t iv e  c r e d i t . . . "

P r io r  to  1934, c r e d i t  u n io n s  w er e c h a r te r e d  u n d er s t a t e  la w s . The  f i r s t  c r e d i t  u n io n  in  th e  U n it ed  S t a t e s  wa s o rg a n iz e d  in  New H am psh ir e  in  19 08 . By 1934 , th e r e  w er e 2 ,0 28  s t a t e - c h a r t e r e d  c r e d i t  u n io n s  in  o p e r a t io n  in  38 s t a t e s  an d th e  D i s t r i c t  o f C olu m bia .

Growth in  U .S . c r e d i t  u n io n s  a c c e le r a te d  r a p id ly  a f t e r  th e  en d o f W or ld  War IX . D uri ng  th e  decad e  o f th e  1 9 5 0 's ,  th e  nu mbe r o f  o p e r a t in g  c r e d i t  u n io n s  in  th e  U .S . d o u b le d . M em be rship in c re a s e d  by  2 -1 /2  ti m e s  an d a s s e t s  by  s i x - f o l d .  In  th e  19 6 0 ' s ,  g ro w th  c o n ti n u e d  to  be v ig o ro u s  w it h  m em be rs hi p n e a r ly  d o u b li n g  to  2 1 ,6 2 9 ,0 0 0 , an d a s s e t s  mo re  th a n  t r i p l i n g  to  a lm o s t $16 b i l l i o n .  W ith  th e  e s ta b li s h m e n t o f  th e  N a ti o n a l C re d it  Uni on  A d m in is tr a ti o n  an d w it h  th e  p a ssa g e  o f  F e d e ra l s h a r e  in s u ra n c e  l e g i s l a t i o n  in  l a t e  1970  (P .L . 9 1 -4 6 8 ) , g ro w th  in  c r e d i t  u n io n  r e s o u r c e s  a c c e l e r a t e d  r a p i d l y .  S in c e  y e a re n d  1970, t o t a l  a s s e t s  o f  F e d e ra l c r e d i t  u n io n s  have q u a d ru p le d . By th e  en d o f 198 0, some 21 ,9 9 0  c r e d i t  u n io n s  w it h  4 5 .5  m i l l i o n  me mb ers  an d t o t a l  r e s o u rc e s  o f  a lm o s t $72  b i l l i o n ,  w er e in  o p e r a t io n  in  th e  U n it e d  S t a t e s .
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C re d it  u n io n s  a re  some wh at u n iq ue  i n s t i t u t i o n s .  L ik e  t r a d i t i o n a l  c o rp o r a t io n s ,  
c r e d i t  u n io n s  hav e s h a r e h o ld e r s  who su p p ly  c a p i t a l  an d r e c e iv e  v o ti n g  r i g h t s .  ’ Un­
l ik e  th e  t r a d i t i o n a l  c o r p o r a t io n ,  how ev er , s h a r e h o ld e r s  ( c r e d i t  u n io n  me mbe rs) ha ve  
on ly  on e v o te . T h is  i s  b e cau se  c r e d i t  u n io n s  a r e  c o o p e r a t iv e s  who se  p r i n c i p l e s  o f 
o rg a n iz a ti o n  d i f f e r  from  th o s e  o f  t r a d i t i o n a l  c o r p o r a t i o n s .  C re d it  u n io n s  fu n c ti o n  as  
d e p o s it o ry  f i n a n c i a l  in te r m e d ia r ie s  a lo n g  w it h  com m erc ia l b a n k s , m u tu a l s a v in g s  b a n k s , 
and  s a v in g s  an d lo a n s .  C re d it  u n io n s , how ever , a re  g e n e r a l ly  li m i te d  by  s t a t u t e  to  
s e rv in g  th e  co ns um er  c r e d i t  an d sa v in g s  m a rk e t.  A d d i t io n a l ly ,  th e y  a re  f u r t h e r  co n­
s t r a in e d  from  d o in g  b u s in e s s  w it h  th e  g e n e r a l p u b l ic  by  c h a r t e r s  w hi ch  r e s t r i c t  t h e i r  
f i e l d  o f  m em be rs hi p to  g ro u p s  h av in g  a common bo nd  o f  o c c u p a ti o n , a s s o c i a t i o n ,  o r  
r e s id e n c e .

C re d it  u n io n s  a re  ma naged by  a board  o f d i r e c t o r s  an d com m it te es made up  o f  mem­
b e rs  o f  th e  c r e d i t  u n io n . No d i r e c t o r ,  com m it te e  mem be r, o r o th e r  o f f i c e r  e x c e p t th e  
t r e a s u r e r  o f a F e d e ra l c r e d i t  u n io n , may be com p en sa te d . A f te r  ex p en ses  an d l e g a l  
r e s e r v e  re q u ir e m e n ts  a r e  m e t,  m os t o f  th e  e a r n in g s  o f  a c r e d i t  u n io n  a re  r e tu r n e d  to  
th e  members  in  th e  fo rm  o f d iv id e n d s  on  s h a re  h o ld in g s .

The F e d e ra l C r e d i t  Uni on  Act  o f  1934 p la c e d  th e  s u p e r v is o r y  a u th o r i t y  o v e r 
F e d e ra l c r e d i t  u n io n s  w i th in  th e  Farm  C re d it  A d m in is tr a ti o n . T h is  was do ne  a f t e r  
o b je c ti o n s  from  T re a su ry  an d th e  F e d e ra l R ese rv e  to  th e  S en a te  p a ss e d  v e r s io n  o f 
t h i s  b i l l  w hi ch  p ro v id e d  t h a t  th e  a u th o r i t y  w ou ld  r e s t  w it h  th e  C o m p tr o ll e r o f th e  
C u rr en cy . C re d it  u n io n s  re m ain ed w it h  th e  Fa rm  C re d it  A d m in is tr a ti o n  u n t i l  May 16 , 
19 42 , when th e  F i r s t  War Po wer s Act  o f 19 41  wa s use d  to  t r a n s f e r  the m them  to  th e  
F e d e ra l D e p o sit  In s u ra n c e  C o rp o ra ti o n .

The  jo u rn e y  c o n ti n u e d  in  1948 whe n th e  FDIC wa s fa c ed  w it h  th e  ne ed  to  r e q u e s t 
a p p ro p r ia t io n s  f o r  i t s  c r e d i t  u n io n  r e s p o n s i b i l i t i e s .  R a th e r th a n  e n te r  th e  a p p ro ­
p r i a t i o n s  p r o c e s s ,  th e  th e n  Bur ea u o f  F e d e ra l C re d it  Uni on s wa s t r a n s f e r r e d  by  th e  
Act o f  Ju ne  29 , 194 8, 62 S t a t .  1091, to  th e  F e d e ra l S e c u r it y  A ge nc y,  th e  p re d e c e s s o r  
o f th $  S o c ia l S e c u r i ty  Age nc y.

R e o rg a n iz a ti o n  P la n  No.  1 o f 1953 a b o li s h e d  th e  F e d e ra l S e c u r it y  Age nc y an d 
t r a n s f e r r e d  th e  Bur ea u o f F e d e ra l C re d it  U n io n s , to g e th e r  w it h  o th e r  a g e n c ie s  o f 
th e  F e d e ra l S e c u r i ty  A ge nc y,  to  th e  D ep ar tm en t o f  H e a lt h , E d u c a ti o n  an d W e lf a re .

The e s ta b li s h m e n t o f  th e  N a ti o n a l C re d it  U ni on  A d m in is tr a ti o n  in  19 70  p la c e d  
th e  s u p e r v is io n  o f  F e d e ra l c r e d i t  u n io n s  u n d e r an  in d e p e n d en t ag en cy . L a te r  in  
19 70 , under P u b li c  Law 91-4 68  (O cto ber 1 9 , 1 9 7 0 ),  an  a d d i t i o n a l  r e s p o n s i b i l i t y  was 
g iv e n  to  th e  ag en c y : The  a d m in is t r a t io n  o f th e  N a ti o n a l C re d it  U ni on  S h are  
In su ra n c e  Fu nd . T h is  fu nd in s u re s  mem ber a c c o u n ts  up  to  $40,0 00 in  a l l  f e d e r a l l y  
c h a r te re d  c r e d i t  u n io n s  a s  w e ll  a s  th o s e  in  s t a t e  c r e d i t  u n io n s  w hi ch  a p p ly  an d 
q u a l i f y  f o r  su ch  in s u ra n c e . T i t l e  XXV o f P .L . 95-6 30  in c re a s e d  t h i s  in s u ra n c e  f o r  
IRA an d Keo gh a c c o u n ts  to  $ 1 0 0 ,0 00 . The  S h are  In s u ra n c e  Fund  was  e s t a b l i s h e d  w it h  
a $1 00  m i l l io n  dra w  on T re a su ry  f o r  em er ge nc y p u rp o s e s .
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REV ISED JUSTIFICATIONS
CENTRAL LIQUIDITY FACILITY 
REVISED BUDGET ESTIMATES 

FY 1982

Statutory Borrowing Authority

The cumulative borrowing authority from any source remains at $600,000,000 for fiscal year 1982. This amount is the same as the limitation for fiscal year 1 Qftl J

Emergency Borrowing Authority

Appropriation of the emergency borrowing authority from the Treasury in the amount of $100,000,000 is requested for fiscal year 1982 to remain available without fiscal year limitation. The CLF statute provides emergency borrowing authority up to $500,000,000 subject to appropriation by the Congress. Appropri atlon of $100,000,000 of this authority is requested in order to facilitate borrowing in the private market through the issuance of CLF debt instruments.The emergency line with the Treasury is essential in order to gain market acceptance and confidence with CLF issues. It also will reduce the costs of issuing securities in the market.

This authority was not previously requested in the previous administration' budget submitted to the Congress. It reflects the current administration's position to accelerate entry into the private market and to no longer use the facilities of the Federal Financing Bank (FFB) to fund loans of the Facility to its member credit unions.

Entry into the private market will not begin until fiscal year 1982. In the meantime, the FFB will continue to provide financing for loans for the remainder of fiscal year 1981.

Cumulative Lending Authority

The requested limitation on cumulative direct obligations for loans during fiscal year 1982 of $4.4 billion remains the same as presented in the January budget submission to the Congress.

Administrative Expense Limitation

The limitation on CLF administrative expenses for fiscal year 1982 has not been revised and remains at $1,641,000.

Revised Schedules

Attached are revised schedules that reflect the changes to the fiscal year 1982 estimates approved by the new administration. They are: appropriation language, statement of financing and outlays, statement of financial condition and status of direct loans.

Attachments
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N a tio n a l  C re d it  Un ion A d m in is tr a t io n

1982
Bu dg et

Ap pe nd ix
Page H ea di ng

1982
Bud ge t
R equest
P end in g

19 82
P ro pose d
Amendment

1982
R ev is ed
R equest

1-V9 3 C e n tra l  L iq u id i ty $ 3 0 ° ,9 5 0 ,0 0 0 -$ 5 9 ,9 5 0 ,0 0 0 $ 2 5 0 ,0 0 0 ,0 0 0
F a c i l i t y

( In  th e  a p p r o p r i a t i o n  la n g u ag e  
u n d e r th e  above  h e a d in g  i n s e r t  
th e  fo ll o w in g  im m ed ia te ly  a f t e r  
" $ 4 ,4 0 0 ,0 0 0 ,0 0 0 ." :)

F or em er ge nc y le n d in g  to  th e  C e n tra l
L i q u id i ty  F a c i l i t y  by  th e  S e c re ta ry
o f  th e  T re a su ry  in  th e  e v e n t o f i n ­
s u f f i c i e n t  fu nds t o  mee t l i q u i d i t y  
needs to  c r e d i t  u n io n s  as  a u th o r iz e d
by th e  Act  o f  Novem ber  1 0 , 1978
(P u b li c  Law 9 5 -6 3 0 ) , $ 1 0 0 ,0 0 0 ,0 0 0 ,
to  re m ain  a v a i l a b le  w it h o u t f i s c a l
y e a r  l i m i t a t i o n .

T h is  am endm ent w ou ld  p ro v id e  th e  em er ge nc y le n d in g  to  th e  C e n tra l  L iq u id i ty  F a c i l i t y  
ne ed ed  to  go i n to  th e  p r iv a t e  m ar ke t in  f i s c a l  y e a r  19 82  f o r  c a p i t a l  fu n d in g . T h is  
a c t i o n  wou ld  n o t e f f e c t  1982 o u t la y s .



1 0 .0

14 .0 0

21 .4 7
21 .9 8

24 .4 7  
24 .9 8
32. 47

4 7 .0 0

47 .1 0

71.0 0
72 .0 0
74 .1 0

90 .0 0

NATIONAL CREDIT UNION ADMINISTRATION 
C e n tra l  L iq u id i ty  F a c i l i t y  

F in a n c in g  an d O u tl ay s  
( in  th o u sa n d s  o f  d o l l a r s )

T o ta l  P ro gr am  C o s ts , F u n d e d -O b li g a ti o n s  

F in a n c in g :

O f f s e t t i n g  c o l l e c t i o n s  from :

N o n -F ed e ra l s o u r c e s :

I n t e r e s t  on  Lo ans 
C a p i ta l  S to ck  
Loa n Re pa ym en ts

U n o b li g a te d  b a la n c e , s t a r t  o f  y e a r :

A u th o r it y  to  Bo rro w 
Fu nd B ala n ce

U n o b li g a te d  b a la n c e  a v a i l a b l e ,  
en d o f  y e a r :

A u th o r it y  to  Bo rro w 
Fu nd B ala n ce
B ala n ce  o f  A u th o r it y  to  Bo rro w W ithd ra w n 

Bud ge t A u th o r it y :

B ud ge t A u th o r it y :

A u th o r it y  to  Bo rro w ( a p p r o p r ia t io n s )

A u th o r it y  to  Bo rro w (P u b li c  Law 95 -6 3 0 )

R e la ti o n  o f  O b l ig a t io n s  to  O u t la y s :

O b l ig a t io n s  i n c u r r e d ,  n e t 
O b li g a te d  b a la n c e , s t a r t  o f  y e a r  
O b li g a te d  b a la n c e , en d o f  y e a r:

O u tl ay s

1980
A c tu a l

1981
E s t im a te s

19 82
E s ti m a te s

319,4 19 2 ,2 6 4 ,0 3 6 3 ,8 3 4 ,4 1 7

-8 ,5 4 2
-7 8 ,7 9 4

-1 1 5 ,2 6 5

-6 0 ,0 0 0
-7 ,0 0 0

- 2 ,0 6 2 ,0 0 0

-8 1 ,0 0 0
-1 0 ,0 0 0

-3 ,5 1 0 ,0 0 0

- 1 ,0 0 5 ,0 1 5 -8 5 9 ,6 2 9— -7 8 ,1 6 7 -8 8 ,5 1 7

1 ,0 0 5 ,0 1 5 859 ,6 2 9 ___
78, 167 8 8 ,5 1 7 105,0 50

859,6 29

1 ,2 0 0 ,0 0 0 — 249,9 50

— — 100,0 00

1 ,2 0 0 ,0 0 0 — 149,9 50

116,8 18 135 ,0 36 133,4 17— 2 6 ,8 9 4 110,6 48
-2 6 ,8 9 4 -1 1 0 ,6 4 8 -9 4 ,0 6 5

89 ,9 24 51 ,2 8 2 150,0 00
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NATIONAL CREDIT UNION ADMINISTRATION
C e n tr a l L iq u id i ty  F a c i l i t y

F in a n c ia l  C o n d it io n
( In  th o u sa n d s  o f  d o l l a r s )

19 80
A c tu a l

19 81
E s ti m a te

1982
E s ti m a te

A s s e ts :
C u rre n t A sse ts

Ca sh 8 10 10
In v e s tm e n ts  (PAR) 55 ,7 3 0 8 3 ,0 1 8 100 ,0 00
Lo an s R e c e iv a b le 85 ,4 67 1 3 6 ,7 4 9 286 ,7 49
A cc ounts  R e c e iv a b le 25 ,2 60 20 ,7 8 1 16 ,8 47
I n t e r e s t  R e c e iv a b le 3 ,1 63 4 ,6 0 0 6 ,0 7 9

T o ta l  C u r re n t A s s e ts 169 ,6 28 245 ,1 5 8 409 ,6 8 5

Fix ed  A sse ts
Eq ui pm en t 25 125 180
O th e r A sse ts 1 ,3 8 5 1 ,5 0 0 1 ,5 0 0

T o ta l  F ix ed  A sse ts 1 ,4 1 0 1 ,6 2 5 1 ,6 8 0

T o ta l  A s s e ts 171,0 38 246 ,7 8 3 411 ,3 65

L i a b i l i t i e s :

Borr ow in gs 89 ,9 32 141 ,2 1 4 291,2 14
A ccounts  P ay ab le 2 ,0 2 8 17 ,0 5 2 15 ,1 01

T o ta l  L i a b i l i t i e s 91 ,9 6 0 158 ,2 66 306,3 15

Gov ernm en t E q u it y :

C a p i ta l  S to ck 78, 79 4 8 4 ,4 5 3 98 ,4 62
Net  Incom e 284 4 ,0 6 4 6 ,5 8 8

T o ta l  E q u it y 79 ,0 78 88 ,5 17 105 ,0 50

T o ta l  L i a b i l i t y  an d E q u it y 171,0 38 246 ,7 83 411 ,3 65
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NATIONAL CREDIT UNION ADMINISTRATION 
Central Liquidity Facility 

Status of Direct Loans 
(in thousands of dollars)

1980
Actual

1981
Estimate

1982
Estimate

Position with respect to limitation 
on obligations

Limitation on Obligations — 4,400,000 4,400,000
Obligations Exempt from limitation 310,345 — —
Obligations Incurred, Gross -310,345 -2,208,000 3,760,000
Cumulative balance of direct 

loans outstanding:

Outstanding start of year — 85,467 136,749
New loans: Disbursement for 

direct loans
200,732 2,113,282 3,660,000

Recoveries: Repayments and 
prepayments

-115,265 -2,062,000 -3,510,000

Outstanding, End of year 85,467 136,749 286,749





Wednesday , March  4, 1981.
OFFICE OF REVENUE SHARING

WITNESSES

JOSE PEPE  LUCERO, DIRECTOR,
ROBERT W. RAFUSE, JR., DEPUTY ASSISTANT SECRETARY FOR STATEAND LOCAL FINANCE
DR. KENT A. PETERSON, DEPUTY DIRCTOR, ADMINISTRATION AND OP­ERATIONS
JUDIT H A. DENNY, DEPUTY DIRECTOR, POLICY AND COMPLIANCE 
WANDA P. STINESS, ASSISTANT DIRECTOR, FINANCIAL MANAGEMENTDIVISION, OFF ICE  OF THE SECRETARY

Mr. Boland The  Committee will come to order. Today we will be considering the  fiscal year 1982 budget request of the  Office of Revenue Sharing. We are pleased to have with us Jose Pepe Lucero, the  Director, who is new to this Committee, as is Judith Denny, Deputy Director of Policy and Compliance. We welcome Robert Rafuse, Jr.,  Deputy Assis tant Secre tary for S tate  and Local Finance, Dr. Kent Peterson, Deputy Director of Admin istrat ion and Operations, and Wanda Stiness, Assis tant Director of Financ ial Management, who have been here before.
We will place the biographies of Mr. Lucero and Ms. Denny in the  record at this point.
[The biographical sketches follow:]

J ose Pepe Lucero
Mr. Jose  Pepe Lucero joined  the  U.S. Depar tment  of Tre asu ry in Jun e, 1980 as Direc tor of th e Office of Revenue Sharing .
Mr. Lucero is a general  pa rtn er  of Plaza Nacional Group, Ltd.—the  owners and developers of the Four Seasons Plaza Nacional Hotel  in San Antonio, Texas. He has been active  in various civic organiza tions  in Sou th Texas, par ticula rly  in economic developme nt projects. He has been Pre sident  of the  Southwes t Program Develop­ment Corporation, a San Antonio-based organization of professional program plan­ners, since 1971 and for the  past  fifteen  years has  been professional ly involved with  various Federal , Sta te, county  and city governmen tal policy planning and program opera tions . He is a form er Execut ive Director of the  Community Action Agency in San Anton io and  B exar  County, Texas.
Mr. Lucero  holds B.A. and M.A. degrees in governm ent and political science respectively from St. Mary’s Univers ity in San Antonio. He is ma rrie d and is a residen t of  Wash ingto n Metropol itan area.

J udith  A. Denny
Ms. Ju dit h Denny joined  the  Office of Revenue Sha ring in October of 1980, as the  Deputy Director for Policy and Compliance. Ms. Denny came to this Office f rom the  Depar tme nt of Education where  she had served as the  Acting  Assist ant  Insp ector General  for Inves tigations. Her  career  in the  Federal  service spans 12 years in the  U.S. Senate and  as a tri al attorn ey and Ass ista nt Special Waterg ate  P rosecu tor with  the  D epa rtm ent  of Justice.
Ms. Denny’s bac helo r’s degree was ear ned  at  Louisiana Tech Univer sity  in Pol iti­cal Science. He r J.D. was earn ed at  George  Wasnington University  School of Law. Ms. Denny has  responsibility for reviewing with  the  Director the  ope rati ons  of the

, (347)
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Inte rgovernmental Relations, Public Affairs , and  Civil Rights  Divisions of th e Office 
of Revenue Sharing .

Mr. Boland . This year, you are  requesting $7,186,000 in the 
Salaries and Expenses account. That is an  increase of $409,000 over 
the fiscal year 1981 estimate of $6,777,000 which includes a supple­
menta l appropriation request of $293,000 for increased pay costs 
and a $34,000 reduction purs uan t to the  1981 Appropriation Act.

We are  pleased to have you here. Please proceed with  any sta te­
ment that you have, Mr. Director.

Mr. L ucero. You have a copy of t he statement. I would like to 
highlight it. You have a lready introduced those appearing  with me 
today.

G eneral Statement

The primary tasks of ORS are: general fiscal assistance , distrib­
uted by a statutory formula, to over 39,000 genera l purpose local 
governments. The funds are availab le to the  recipients to use for 
any purpose permissible under  the ir own laws. However, recipients  
must adhere  to certain non-discrimination, audit, and public par ­
ticipation  requirements specified in the  legislation.

The resources of the  Office of Revenue Sharing are primarily  
devoted to two major tasks: making payments and ensur ing compli­
ance with the  nondiscrimination, audit, and public partic ipation 
standards. The first involves obtaining and reviewing the data  used 
in th e a llocation formula, computing allocations, making payments, 
accounting for payments, and providing for the collection and con­
trol of required  forms.

The second task  involves responding to citizen complaints  and 
judicial or administra tive holdings of d iscrimination, resolution of 
cases in which public hearing and notice requirements may not 
have been met, and ensuring that  recipient governments receiving 
payments of more tha n $25,000 per year  have the required audit s 
and tha t all recipients meet minimum standards of financial ac­
countability.

The Office of Revenue Sharing is now in the process of imple­
menting the  second extension of t he program. The allocation and 
payment system, as well as formula data,  have been and continue  
to be updated; cur ren t information for recipien ts and the  public 
reflecting statutory changes is being prepared ; the necessary revi­
sions to the regulat ions are being drafted;  and the minor changes 
in the  audit ing requirements in the  new law are being implem ent­
ed.

During the past year, the Office has continued its efforts to 
increase administrative  effectiveness, especially in executing the 
compliance requirements.

REVIEW OF AUDIT REPORTS

Mr. Chairman, last year in our sta tem ent  to this Subcommittee 
we reported  on the status of the efforts of the  Office to meet its 
responsibilities for the  auditing requirements of t he 1976 amend­
ments to the Revenue Sharing Act. At that time, we were in the 
process of reviewing the thousands of audit reports required of 
10,946 recipient governments.  I am happy to repor t to you that we
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are now essentially cur ren t in our review of these reports and tha t 
almost 9,000—tha t is, 82 percent of the  governments  subject to the 
auditing  require ment—are in full compliance.

Since last July,  we have followed a rigorous policy of delaying 
payments to governments that are  delinquent in reporting or tha t 
have failed to take  corrective actions rela ting to submitted audit 
reports that  are  not fully acceptable. For example, the Jan uar y 
1980 payments of nearly 500 governments were delayed because of 
pay-holds at tributable  to audit-compliance matte rs. It is in terest ing 
to note that—as of February 13, 1981—only 295 jurisdict ions 
remain on the pay-hold list because of problems with audit-compli­
ance. The Office is working with these governments to resolve their 
problems so that  they will be off th e pay-hold list by the time of the April payment.

APPROPRIATION REQUEST

Today we appear before you, Mr. Chairman to request for fiscal 
year 1982, $7,186,000 and 158 permanen t positions for the Salaries 
and Expenses appropriation. This submission represents a net in­
crease of $409,000 over fiscal year 1981. No addit ional positions are 
being requested. The number  of perm anent positions requested is 
the same as that  authorized in fiscal year  1980, and is fewer than 
the number author ized for fiscal year 1979. Since fiscal year  1979, 
all funding increases requested have been for increases in pay and 
other  costs associated with the main tenance of cur rent levels of activity.

The Pres iden t’s fiscal year 1982 budget calls for $4,569,949,000 
for revenue sharing payments, the amount authorized by Title  I of 
the State and Local Fiscal Assistance Act as amended in 1980, for 
distribution to approximately 39,000 units  of local government. As 
I noted earlier, the amendments author ize the distribution of an 
additional $2.3 billion to sta te governments in fiscal year 1982. This 
budget does not include a request for such an appropria tion.

Fur ther , our submission also seeks a supplemental  appropriation 
for fiscal year 1981 of $293,000 for the pay increase for the  Office of 
Revenue Shar ing authorized by the Pay Act, effective last October.

My colleagues and I would be happy to respond to any questions you may have.
[The writ ten stateme nt follows:]
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FOR RELEASE ON DELIVERY 
EXPECTED AT 10:00 A.M. 
Wednesday, March 4, 1981

STATEMENT OF JOSE PEPE LUCERO,
DIRECTOR, OFFICE OF REVENUE SHARING 

BEFORE THE HOUSE SUBCOMMITTEE ON HUD - INDEPENDENT 
AGENCIES OF THE HOUSE APPROPRIATIONS COMMITTEE

Mr. Chairman and Members of the Subcommittee, I am pleased to 
appear before you today to discuss the appropriation request for 
Fiscal Year 1982 of the Treasury Department's Office of Revenue 
Sharing.

Appearing with me are:
Robert W. Rafuse, Jr., Deputy Assistant Secretary 

(State & Local Finance)
Kent A. Peterson, Deputy Director for Administration 

and Operations, Office of Revenue 
Sharing

Judith A. Denny, Deputy Director for Policy and
Compliance, Office of Revenue Sharing

Wanda Stiness, Assistant Director (Financial Management)
In addition, I have with me several key members of staff of 

the Office of Revenue Sharing upon whom I will call for informa­
tion when appropriate.
Program Mission and Responsibilities

The Office of Revenue Sharing is a unit within the Office 
of the Secretary of the Treasury, established to administer the 
Revenue Sharing Program. The Program was established by the State 
and Local Fiscal Assistance Act of 1972. It was extended in 1976 
and again in 1980. The current authorization expires at the end 
of FY 1983. The Revenue Sharing Program provides general fiscal 
assistance, distributed by a statutory formula, to over 39,000 
general-purpose local governments. The funds are available to 
the recipients to use for any purpose permissible under their own
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laws. However, recipients must adhere to certain non-discrimination, audit, and public-participation requirements specified in the legis­lation.
The resources of the Office of Revenue Sharing are primarily devoted to two major tasks: making payments and ensuring compliance with the nondiscrimination, audit, and public-participation standards. The first involves obtaining and reviewing the data used in the allo­cation formula, computing allocations, making payments, accounting for payments, and providing for the collection and control of re­quired forms.
The second task involves responding to citizen complaints and judicial or administrative holdings of discrimination, resolution of cases in which public hearing and notice requirements may not have been met, and ensuring that recipient governments receiving payments of more than $25,000 per year have the required audits and that all recipients meet minimum standards of financial account­ability.
The Office also carries on, with minimal resources, a program of technical assistance and information to assist recipient govern­ments and the public in understanding their responsibilities and rights under the Program.

Recent Activities
During fiscal years 1980 and 1981, the Office of Revenue Shar­ing undertook additional, non-operational responsibilities in cooperation with the Office of State and Local Finance relating to consideration of the future of the Revenue Sharing Program and the possible establishment of Targeted and Antirecession Fiscal Assistance programs. Most significant among these activities were the production of computer trials of possible allocation-formula options and the provision of legal assistance in the drafting of legislation. Approximately 60 computer trials, as well as numer­ous special analyses and reports, were produced by our Systems Divi­sion during this period in response to requests from the Congress, the Office of the Secretary, the White House, and the Office of Management and Budget.
As you know, the Revenue Sharing Program was extended for three years by P.L. 96-604 in December 1980. The Program author­ized by the 1980 Amendments is essentially an extension of that authorized in 1976. The principal changes relate to payments to State governments. Although no payments to the States are author­ized in FY 1981, payments of $2.3 billion per year, dependent upon Congressional appropriation action, are authorized in FY 1982 and FY 1983.

74-315 0 - 8 1 ----- 23
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The Office of Revenue Sharing is now in the process of imple­
menting this second extension of the Program. The allocation and 
payment system, as well as formula data, have been and continue 
to be updated; current information for recipients and the public reflecting statutory changes is being prepared; the necessary 
revisions to the regulations are being drafted; and the minor 
changes in the auditing requirements in the new law are being 
implemented.

It is important to note that, should the Congress appropriate funds for payments to State governments in FY 1982 or FY 1983, it 
will be necessary to promulgate regulations implementing the new 
statutory requirement that State governments decline or return 
amounts of categorical aid to the Federal government equal to any 
Revenue Sharing payments they receive. In cooperation with the 
Office of State and Local Finance, we have been researching the 
matter so that the necessary regulations could be drafted in the 
event that funds are appropriated for State payments.

During the past year, the Office has continued its efforts to 
increase administrative effectiveness, especially in executing the 
compliance responsibilities. The activities initiated or completed 
during this period include:

0 Development of regulations mandated by Section 504 of the 
Rehabilitation Act of 1973, relating to discrimination on 
the basis of handicap, and regulations mandated by the Age 
Discrimination Act of 1975, relating to discrimination on 
the basis of age.

° Continued efforts to update and improve case- and report­
processing procedures in the civil-rights and audit areas.

0 Initiation of a more extensive training program for 
investigators in the Civil Rights Division.

° Increased efforts to cooperate with other Federal agencies 
in processing discrimination cases.

0 Increased monitoring of closed civil-rights compliance 
cases.

® Implementation of an improved format for compliance agree­
ments.

0 Development of a new processing system for referrals from 
compliance audits of possible violations of the public- 
participation requirements.

• Continued development and application of computerized 
control and information systems to all three compliance 
functions and to the operation of the Office in general.
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Mr. Chairman, last year in our statement to this Subcommittee we reported on the status of the efforts of the Office to meet its responsibilities for the auditing requirements of the 1976 amend­ments to the Revenue Sharing Act. At that time, we were in the process of reviewing the thousands of audit reports required of 10,946 recipient governments. I am happy to report to you that we are now essentially current in our review of these reports and that almost 9,000 (82 percent) of the governments subject to the auditing requirement are in full compliance.
Since last July, we have followed a rigorous policy of delaying payments to governments that are delinquent in reporting or that have failed to take corrective actions relating to submitted audit reports that are not fully acceptable. For example, the January-1980 payments of nearly 500 governments were delayed because of pay-holds attributable to audit-compliance matters. It is interesting to note that— as of February 13, 1981— only 295 jurisdictions remain on the pay-hold list because of problems with audit compliance. The Office is working with these governments to resolve their problems so that they will be off the pay-hold list by the time of the April payment. 

ORS Salaries and Expenses
Today we appear before you, Mr. Chairman, to request for FY 1982 $7,186,000 and 158 permanent positions for "Salaries and Expenses." This submission represents a net increase of $409,000 over FY 1981. No additional positions are being requested. The number of permanent positions requested is the same as that author­ized in FY 1980, and is fewer than the number authorized for FY 1979. Since FY 1979, all funding increases requested have been for in­creases in pay and other costs associated with the maintenance of current levels of activity.
The President’s FY 1982 budget calls for $4.6 billion for Revenue Sharing payments, the amount authorized by Title I of the State and Local Fiscal Assistance Act as amended in 1980, for dis­tribution to approximately 39,000 units of local government. As I have noted earlier, the amendments authorize the distribution of an additional $2.3 billion to State governments in FY 1982. This budget does not include a request for such an appropriation.
Our submission also seeks a supplemental appropriation for FY 1981 of $293,000 for the pay increase for the Office of Revenue Sharing authorized by the Pay Act, effective last October.
My colleagues and I would be happy to respond to any questions you may have.

o 0 o
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REDUC TIONS TO GENERAL RE VE NU E SHARING

Mr. Boland. As you are aware, ther e has been a grea t deal of 
discussion about budget reductions during the  past few weeks. As I 
understand it, the General Revenue Sharing  program has not been 
reduced.

Is th at correct?
Mr. Rafuse. There effectively has been a one-third reduction as 

far as 1981 is concerned and, potentially, for 1982 and 1983. I th ink 
the judgm ent of the  Administration  is tha t that represented a fair 
level of the program and no furth er cuts at this time are desirable.

Mr. Boland. There is no provision in this budget for the State 
Share  of the General Revenue Sharing program?

Mr. Rafuse. That is correct.

levitas amendment

Mr. Boland. I assume then , tha t the 1983 budget also will not 
include funds for the  S tate share. Do you agree?

Mr. Rafuse. Mr. Chairman, you are  familiar  w ith the provisions 
of the  so-called Levitas  amendment , which provides tha t the States, 
in order to receive a  dollar of revenue sharing, must  forego a dollar 
of categorical grants . Tha t process is provided for in the 1980 
amendments. This means any appropriation for State governments 
won’t have an effect on the aggregate budget total  but, in the 
context of overall budget considerations could provide a reasonable 
basis for an appropriation.

Mr. Boland. How do you think that program is going to work, 
since outlays can only be made to States that  return  an equal 
amount of categorical gra nt funding?

Mr. Rafuse. That  issue is being intensive ly studied at this point. 
We have reached no firm conclusions and  no judgments have been 
made by the Administ ration.

Mr. Boland. So you have no idea about which programs will be 
affected?

Mr. Rafuse. There has not been a decision.
Mr. B oland. Does the Administration suppo rt this  kind of provi­

sion?
Mr. Rafuse. There has been no formal judgment of approval or 

disapproval at this point.

ADD ITIO NAL FU ND ING  REQUESTS

Mr. B oland. On page three of Tab A, the  justif ication  s tates that 
the  administration of this process of retu rnin g categorical funds 
would require additional funding and positions for the Office.

Do you have any idea how much money and how large a staf f 
would be required?

Mr. Lucero. Not at  the  moment, sir, because again as the study 
is being made on how we will administer  the  Levitas amendm ent, 
we just simply don’t know a t the moment how many people we will 
need to gear up.
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REVISED RULES AN D REG ULA TIONS

Mr. B oland . The 1980 Amendments to th e State and Local Fiscal 
Assistance Act were signed into law on December 28, 1980. Have 
all the  revised rules and regula tions have been issued?

Mr. Lucero. They are being drafted now. They have not been 
issued yet.

Mr. B oland . When do you expect that  they will be issued?
Ms. Denny . We expect a dra ft on April 15, an intern al draft; 

then  we will hopefully have a proposed ru le in ea rly June.

APPROPRIATION FOR GENERAL REVE NUE SH AR ING

Mr. B oland . Let’s look at  t he appropriation for General  Revenue 
Sharing.

The 1981 appropriation and the  1982 request for General Revenue 
Shar ing is $4,569,949,000. The authorizing  legislation is 
$4,566,700,000, a difference of $3,249,000. What accounts  for the 
difference?

Mr. P eterson. For 1981 the re was a difference between the 
amount of the  authorizing  legislation and the  appropria tions  legis­
lation. I think it was about th at  amount. There  was confusion over 
whe ther  there would be funding  for Hawaii, for th e non-contiguous 
adjustment.

Tha t e xtra amount of money is not usable by us.
Mr. Lucero. Mr. Chairman, we have initia ted action on our par t 

to have it returned.

AUDIT REQ UIREMENT S

Mr. B oland . Last year, we had a discussion about aud it require­
ments. All governments, except in unusual circumstances, were to 
submit au dit repor ts by September 1, 1980.

Were any exceptions to the  audi t requirement granted?
Mr. Lucero. Yes, some of them, including some tha t were unau- 

ditable. It is a small number, less tha n 20. Some have come into 
compliance and in some cases we had to give extensions,  part icu­
larly  where the  local units  of government were being audi ted by 
the State. We have had 82 percent compliance. The remaind er are 
all on track . We have dates  on when we will receive reports on 
them.

Mr. B oland . All of them will meet that requi rement, in some 
way.

Mr. Lucero. Yes, indeed.

PUBLIC PARTICIPATION REQUIREMENTS

Mr. B oland . Last year we had a discussion on the public part ici­
pation requirement. The Revenue Shar ing Act was amended in 
1976 to require jurisdictions  receiving revenue  shar ing funds to 
hold two sepa rate  public hearings: (1) an initial public hear ing 
covering proposed uses of revenue shar ing funds only; and (2) a 
subsequent public hearing on the  proposed uses of revenue  shar ing 
funds in relat ion to the  ent ire  budget, before the  final budget is 
enacted  into law.



356

A GAO report  entitl ed “Compliance with Requirements to Hold 
Public Hearings on th e Use of Revenue Sharing  Funds” questioned 
whether the first meeting was meaningful because of th e fungibi- 
lity of funds. An ORS-commissioned study by Peat, Marwick, 
Mitchell and Company recommended eliminating the first hear ing 
requirement, and mentioned that these  hear ings were not well 
attended.

What is th is Administration’s position regarding the first  public 
hearing  requirement?

Mr. Rafuse. The requirement was not modified in the 1980 
amendments and was not an issue in the  discussions last year. Our 
position, therefore , I suppose it is reasonable to say, is that it is 
statu torily  required  t ha t there be two hearings, and we will admin­
ister tha t requirement.

Mr. Boland . Would you recommend eliminatin g the first hear­
ing?

Mr. Rafuse. I believe Mr. Altman last  year indicated tha t he was 
personally skeptical about the usefulness of that hearing.  There  
are grounds for skepticism but ther e are  jurisdictions  where that  
hearing provides a useful opportun ity for the public to be involved 
in the budgetary process.

The issue will be one of those which will be reviewed by the 
Adminis tration in anticipation  of the  1983 debate on the program. 
But at the presen t time, the statute  provides for two hearings  and 
that requirement will have to be administered.

Mr. Lucero. It is one we examined in fiscal year 1980. There 
were 200 complaints in tha t area. We were able to investigate 
approximately 199 of those. I contend it is still a good tool for 
streng thening the  local citizen partic ipation, allowing them to par­
ticipate  in determ ining how the money is to be spent.

Mr. Boland . But they are not partic ipating. If you don’t have 
anybody a t those hearings, what is t he sense in requir ing them? I 
understand tha t these hearings  are required by law, as you have 
indicated, but last  year Mr. Altman clearly artic ulated his belief 
that this requirement serves no useful purpose.

Mr. Peterson. Our enforcement is only with regard  to com­
plaints, as Mr. Lucero pointed out.

REA GAN  BUDG ET CUTS
Mr. Boland . Turn to Salaries and Expenses, Tab A. The Car ter 

Budget request for 1982 is $7,186,000, a n increase  of $409,000 above
1981. The number of p ermanen t positions remains at 158 in both 
1981 and 1982. The average employment is 156 in both 1981 and
1982. Do you antic ipate  that  the Salaries and Expenses appropri­
ation will be reduced in the March 10 message?

Mr. Lucero. I don’t know, sir.
Mr. Boland . Mr. Rafuse, do you know?
Mr. Rafuse. Mr. Chairman, this is kind of a sensitive issue. I 

understand there will be a reduction but  the  final dimensions of 
that  have not been formally determined.

Mr. Boland . I understand.
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UNOBLIGATED LAPSING BALANCE

Mr. Boland . The Office of Revenue Sharing requested a 1980 
supplemental appropriation  of $177,000 due to increased pay costs. 
That  request was denied. In addition, ORS lapsed $109,000 a t the 
end of fiscal year  1980. There is nothing wrong with retu rning 
unneeded funds to the  Treasury. In fact, it sometimes indicates 
good management. I must say, ORS did display good management 
in disbursing the funds to over 39,000 unite of government. Still, 
What caused ORS to lapse $109,000 a t the end of fiscal year 1980?

Mr. P eterson. I thin k our financial advisors would think that if 
we were going under tha t amount, we would be getting  too close to 
the line.

Ms. Stiness. We can never estim ate our actual  obligations tha t 
close to our total appropriat ion. I don’t know exactly where we 
incurred  savings of $109,000, but we could provide that for the 
record.

[The information follows:]
F iscal Year 1980 Unobligated  B alance

During fiscal yea r 1980, the Office of Revenue Sha ring spent 98.3 percent  of its 
avai lable  resources and had an unobligated balance of $109,000. The balance can be 
broken down as  follows:

FISCAL YEAR 19 80  APPROPRIATION VERSUS ACTUAL
[In  thousands ol  do llars]

Object class

Fiscal year
1980 

appropr i­
ations 1

Fiscal year
1980 actual Diffe rence

Personnel compensation:
Permanent pos itions. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $3,455 $3,593 - $ 1 3 8
Postions other than permanent. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  143 123 +  20
Other personnel compensation. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  20 8 +  12

Total personnel compensation. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,618 3,724 - 1 0 6
Personnel benefits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  309 338 - 2 9
Travel. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  255 140 +  115
Transportation of th ing s. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4 3 +  1
Rents, communications and ut ilit ies. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 602 624 22
Pr int ing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  200 137 +  63
Other serv ices . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,154 1,107 +  47
Supplies and ma ter ials . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  35 51 - 1 6
Equ ipment. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  60 4 +  56

Total obligations. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6,237 6,128 +  109
' Authorized level fiscal year 1980 colu mn fro m the fiscal year 1981 congressional submission  adjusted Io remove $1 77 ,000  requested for  pay 

supplemental but disa llowed

Mr. Peterson. Some of the funds were saved purposely from 
travel,  printing, othe r services and equipment, so we could plan to 
fund the Pay Act increases. As you know, th roughout the  year we 
didn’t know if we would receive the supplem ental or not. So we 
had to make some decisions to make savings to deal with tha t.

Mr. Boland . How have the hiring limita tions affected ORS?
Mr. Lucero. They have not affected the delivery of our services. 

We honored and lived by those hiring freezes. If th ere is a fur ther
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reduction we may be in trouble in the  civil rights  and audi ting 
areas.

CURRENT EMPLOYMENT

Mr. B oland. What is the cur ren t employment—both perm anen t 
and al l o ther employment?

Ms. Stiness. We currently  have 152 perman ent employees and 
ten other than perm anen t employees on board.

NUMBER OF SES POSITIONS

Mr. B oland. Last year, of th e 158 perm anent positions in ORS 
for 1980 and 1981, three were listed as Senior Executive Service 
(SES) positions. This year, the schedule indicates four SES positions 
in 1981 and 1982. Why has the number of SES positions increased?

Mr. Lucero. One of them is the  Director himself, sir, me. When I 
came on board, Mr. Peterson  had been working in this classifica­
tion. He fills one of th e SES positions and the  o ther is filled by Ms. 
Denny. Those are the two additions, the  Chief Counsel is the fourth 
one.

Mr. B oland . So all of the SES positions are currently filled?
Mr. Lucero. That  is correct, sir.

SES BON USE S

Mr. B oland. On page ORS-2, you are  requesting an increase of 
$33,000 for the  SES pay raises and the GS/GM meri t pay. How 
much was spent on employee bonuses in 1980, and how much was 
the larges t bonus?

Ms. Stiness. We didn’t have any SES bonuses.
Mr. Lucero. On line two, none are for SES bonuses; all are for 

merit  pay increases.

TRAVEL COSTS

Mr. B oland . Last year, you estimated that  travel costs in 1980 
would be $255,000. The object classification schedule on page ORS- 
4 shows $140,000 spent  for trave l in 1980. We recognize t ha t gov­
ernment travel was restric ted and funds should not be spent  un­
necessarily, but  what  caused the 1980 travel estimate to be off by 
so much?

Mr. P eterson. I th ink  one of the reasons was th at in some of our 
areas where travel is heavy, such as civil right s and audit, we were 
short in personnel. Also, towards the  end of th e program, usually 
we find that  our travel levels are  not as high as they are at the  
beginning of th e program.

Anothe r reason was again as a par t of our plan to deal with the 
possible non-funding of the Pay Act costs, t ha t is one of the areas 
where we had surplus funds.

Mr. B oland . Did th e reduced travel have any adverse effects on 
ORS operations in 1980?

Mr. Peterson. I don’t th ink so.
Mr. B oland . How much of the $250,000 budgeted for trave l in 

1981 has been obligated in the first  four months of this fiscal year?
You may supply that  for the record if you wish.
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Ms. Stiness. We will do that.
[The information follows:]

ORS Travel Obligations
During the  first  four mon ths of fiscal yea r 1981, the  Office of Revenue Sha ring had travel  obligations of $54,738.

NON-F EDE RAL OTHER SERVICES

Mr. Boland . On ORS-4, the  reques t for “Other Services”, (non- 
Federa l services) increases from $283,000 in 1981 to $315,000 in 1982?

What type of o ther services will be obtained with the  $315,000?
Mr. Peterson. Some of th is would be accounted for in research 

costs and preparing for the next renewal of the program. As you 
recall, the  program was only renewed for three years. We have 
built  in some additional possible costs for backup for computer  
services. There are some funds for non-Federal services related to 
moving and maintenance, housekeeping services and things  like tha t. So I think that  is the  main use.

Mr. Boland . Provide for the  record a list of wha t the  $315,000 
reques t for other  services will be used for, and a b rief description of the  necessity of each item.

[The information follows:]
Other Services Reques t

Our  requ est of $315,000 is intended to provide resources for the  following:
Non-Federal services: Mai ling  transportation  a nd  guar d se rvices.............. $60,000(a) F or mai ling correspondence on paym ents,  dat a, adjustm ents, aud its 

and offer techn ical info rmation  to 39,000 recipien ts of reve nue  shar­ing funds.
(b) For transp ort ing  documents and  moving arti cles and equip ment .
(c) For sha ring of expenses with oth er build ing occupants to secure and 

safeguard building  and Federal  property.
Repairs a nd maintenance services..................................................................  17,000For repairi ng and ma intain ing  office e quip men t and furni ture.
Data Processing Contracts................................................................................ 90,000
For provid ing back-up data processing suppor t in performing tri al  allo ­

cations associated with  revenue sharing  renewa l proposals.
Research Contracts ...........................................................................................  140,000
For responding to various requ ests  for informat ion relate d to program

evaluat ion and analyses  of  renewal alte rnative s.
Miscell aneous .................................................................................................... 8,000

Tot al ........................................................................................................ 315,000

ABSO RPTION OF PAY INCREASE

Mr. Boland . The legend on page ORS-5, under “Personal Serv­
ices” states : “the principal factor affecting costs in this  budget year is an  increase for th e return  of the absorbed pay act funding in the 
cur ren t fiscal year.” Please explain  t ha t statement.

Ms. Stiness. In 1981 we absorbed 30 percent of o ur pay costs— 
$126,000. We are asking  for the $126,000 to be restored on the 
program level for 1982. It is required to make our program whole, in order  to fund our  156 positions.

Mr. B oland . Why can ’t you do the same thin g in 1982?
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Ms. Stiness. In 1981 we cut our trave l and cut back in other  
areas. In 1982 we feel we need the money to cover expenses and 
our personnel time.

EFFECTS OF ADM INISTR ATI ON’S FREEZES AN D REDUCTIONS

Mr. Boland . Let me ask you again about the  Administration’s 
hiring freeze and its recommendations to make reductions in 
travel,  consultants, equipment and o ther costs.

What will the effect of these actions be on the  1981 and 1982 
budgets? You may detail that  for the record, if you will.

[The information follows:]
Effe ct o f Admin istratio n's Actions on Budgets

The Adm inis trat ion’s h irin g freeze resulted in the cancellation of two rec rui tment 
actions in the  Audit and Civil Righ ts activitie s. At the  time the  freeze took effect, 
the re were altogether  e ight  vacancies.  Not filling these vacancies in fiscal yea r 1981 
will provide the  Office w ith flexib ility in adjustin g to the budget cuts  in our  fiscal 
yea r 1981 budget.

In response to the  travel  and equipment reduction s our fiscal year 1981 budget 
was reduced by $25,000 and $2,000 respectively. No resources  were requested for 
consulting se rvices in fiscal year 1981.

These  reductions have been carried  over and are  reflected in our fiscal year 1982 
budget.

Mr. Boland . Apparently the hiring  freeze is not affecting you?
Mr. Lucero. It is not. There are two areas where the flow of 

business is not controlled by us, that is the number of civil rights 
cases tha t come from the outside and also the  non-compliance 
complaints tha t might arise  through our audit. If those increase 
and we stay at the same level, then we might have to reduce our 
services. But currently we can keep up with the  demand. In the 
audi t area, we know how many audits  will be coming in but  the 
others are uncontrollable.

Mr. Boland . Mr. Green.

DELETION OF STATE’S SHARE

Mr. Green. In terms of dollars in the program, you say there has 
been no one-third drop, but  I would have thou ght following the 
amount of money that  went to the States , this would have involved 
some number of personnel and I am startled to hear you say it 
stayed essentia lly the same despite th e one-third decline.

Mr. Lucero. In dealing with those governments , it is easy to  deal 
with them as one unit,  so actually  the load comes from the smaller 
governments.

Mr. Peterson. To some degree, the  States help us in the audi t 
and civil rights area s in carrying  ou t the compliance requirements. 
The Sta tes’ elimination has a down side for us.

Mr. Green. Do you expect many of th e States will no longer be 
supplying those services wi th respect to local governments?

Mr. Peterson. We think most will continue to do that. There 
have been a couple where  there has been a reaction.

Mr. Lucero. Especially in the aud it areas,  sir.
Mr. Green. T hat  is all I have, sir.
Mr. Boland . Mr. Traxler.
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COSTS OF AUDIT REQUIREMENT

Mr. Traxler. There  is a par ticu lar problem that  exists in my 
State, and perhaps other  States, relat ive to the audit. The responsi­
bility for this problem rests with the  Congress. It is a par ticu larly 
troublesome problem in some ar eas because, of course, my State is 
in financia l trouble. We don’t expect the  situa tion will change too 
soon in the  future . The audits  are  extremely costly, and while our 
State constitution says the State will perform local audits , the  
State has nei ther the personnel resources  nor the money to meet its obligation.

In the  legislation enacted last  year, there was a provision for a 
special waiver to deal with this  issue. Are you fami liar with the  problem?

Mr. Lucero. Yes sir.
Mr. Traxler. Let me put it this  way. In your rules and regu la­

tions, a re you ta king  into account, the waiver that was provided for 
in the legislation; and what  do you see in terms of your audi t 
requi rements for the  local un its of government in my State? What 
is going to be happen ing with these  waiver requests?

Mr. Lucero. The requests for waiver are coming; we are  honor­
ing those. We appreciate the efforts of a State  where it has taken 
an active role. The  legislation says those governments th at  get over 
$25,000 a re supposed to be audited  at least once every three years, 
and we have to ask for t ha t audit. If a  State canno t provide funds 
for this, the  local governments will have to ap propriate the  cost out of the ir own funds.

Mr. Traxler. What do you require to be audited?
Mr. Lucero. A full financial audi t, sir.
Mr. Traxler. All thei r accounts, not merely the revenue expend­itures?
Mr. Lucero. Yes.
Mr. Peterson . Tha t is in the  law, too. This is a little more 

comprehensive and radical dep artu re tha n the Congressman may have realized.

WAIVERS TO AUDIT REQUIREMENT

Mr. Traxler. Where does tha t leave us in terms of the amend­
ment dealing with a waiver? Wha t did that do for us? Is that 
retrospective or prospective in terms of this application?

Mr. Rafuse. My recollection of the waiver is tha t it applies only 
to the requirement for the first three -year period that  was author­
ized in 1976, the first time the aud it amendmen t was applied. The 
situat ion with regard  to Michigan county governments was that 
the ORS would be authorized to waive the ir fulfillment of the  once- 
every-three-year audi t retrospectively, but the county govern­
ments—as all other governments required to submit audits—would 
be required  to submit the once-every-three-year audi ts in the 
future. In othe r words, the county governments would be subject to 
submitting a full financial audit at least  once during the  1980, 
1981, 1982 cycle, in order to comply with the law.

I might add, that  the ORS has worked very closely with those 
governments and is aware of the  count ies’ problem, as Mr. Lucero said.
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Mr. Traxler. I recognize the reason for this difficulty rests not 
with your office but with the enacted legislation itself. If i t doesn’t 
entail  a great deal of work on your part , and if I provided you with 
a li st of the counties in my congressional district , could you provide 
me with a prin tout  of th e revenue  funds paid within  my district?

Mr. Lucero. Only the  counties?
Mr. Traxler. The units  of government. If you have to assign 

extra personnel to do that,  don’t do it.
Mr. Lucero. We will provide it for you.
Mr. B oland. Mr. Stokes.

CIVIL RIGHTS ENFO RCEM ENT RESPONSIBILITIES

Mr. Stokes. Thank you, Mr. Chairm an.
I have a few questions with respect to your civil rights enforce­

ment responsibilities. Last year your budget justification  cited a 
“significant increase  in  (discrimination) complaints.” In response to 
a question I submitted for the record, it was indicated that:

The present sta ff is not suffic ient to eliminat e exis ting workload,  and  with  the  
increased num bers of complaints, cur tai l growth of exist ing workload. For this 
reason,  man agemen t improvem ent measures are  being  sough t and implemented  in 
an effort  to deal with  thi s obvious problem. These  measures will only partially deal 
with the  workload problem. As of  April 1, 1980, there were 929 active complaints .

MANAGEMENT INITIATIVES

My first question would be, wha t management initia tives  were 
implemented to deal with this problem?

Mr. Lucero. The first management  initia tive that  the Office has 
undertaken was to create  the new Deputy Director of Policy and 
Compliance. Ms. Denny is in that  position. Since she has been 
there, we have been stream lining our process for conducting case 
investigations and clearing  up old cases. I would like her to com­
ment on tha t.

Ms. Denny. We have done a  number of things . The GAO report 
last year was helpful and we have responded to that.

One, we are increasing our monitoring efforts when a case is 
closed and an agreement  is made with a jurisdiction. We monitor  
the agreement to make sure compliance continues.

Two, we are working on compress ing our time frame for investi­
gating cases. We are not presently able to live within the  90-day 
constrain t required to produce a finding, but  we are working to 
reduce the time it ta kes to process a case.

Three, we are  working on train ing, with other agencies, and 
working on t rain ing  programs of our own.

Four, we a re curr ent ly working on a system of sett ing priorit ies 
to speed up the  case processing.

At the moment, we are working on cleaning  up a number of old 
cases that  have been active for several years and during  various 
reorganizations have not been closed. Once we finish that part icu­
lar project, we a re going to be setting priorit ies for the new cases 
tha t come in.

It is very difficult. Sometimes when you do a very good job in 
processing civil rights  cases, you tend to increase your workload. 
We are not confident that  we will a lways keep current, but we are
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confident we will make an impact with the  limited number of 
resources.

Mr. Lucero. In the  last eight months of 1980, we received 26 
percent of our total cases th at  had ever been filed. I think th e word 
is out in the communities that ORS is one place to bring a com­
plaint.  We cannot stop it. There is no way for us to stop the flow, 
nor are  we discouraging it. The problem is if it overflows, we will 
come back to you and  say that  we got caught up, but we have more 
cases tha n anticipated, and we are behind again.

CIVIL  RIGHTS DIVISION STAFF  LEVEL

Mr. Stokes. Tha t leads me to my next question.
Given what both of you have said, obviously your management 

initiatives don’t fully deal with the enti re problem. Even though it 
certa inly has been a help and has aided and assisted you in the 
good job you have tried to do, when I consider what  you say, doing 
a good job brings you additional cases, yet that  is an area  where 
you have  requested no additional staff. If I understand you correct­
ly, you have 50 employees who have to monito r noncompliance 
over 39,000 jurisdictions?

Ms. Denny. I t is 45 employees.
Mr. Stokes. Thei r responsibil ity extends  to 39,000 communities 

and jurisdictions?
Ms. Denny. Yes sir. I think  you might find that  ratio  in other 

agencies which have civil rights responsibilities.
Mr. Stokes. Doesn’t it stand to reason that  that  number of 

people cannot sufficiently monitor those jurisdictions?
Ms. Denny. We have  recently designed a new compliance agree­

ment, another  initia tive which I did not mention. It is more legally 
enforceable. We are finding that it is going to assist in terms of 
resolving the cases.

Mr. Stokes. If we were talking about adequate staff, for instance, 
what would be an adequate staff to realis tically deal with the 
problem?

Ms. Denny. Tha t is diff icult to estimate . One thing we are inter­
ested in is making the  staff  we have more efficient before we ask 
for new resources. Sometimes numbers are  not as helpful as in­
creasing  efficiency. The training we are working on, plus producing 
compliance manuals with detail s of how to process cases can in­
crease the efficiency of our  investigators which is our top priority.

DETAILS FROM OTHER AGENCIES

Mr. Stokes. Do you have staff from othe r agencies detailed to 
you to work in this area?

Ms. Denny. No, we don’t. We have been working with EEOC and 
talking about an agreement  where we might ask them to do some 
of our cases as our agent  with our having final say as to the 
closure of the case. Tha t has been going ra ther  slowly but we a re 
working on that.

Mr. Stokes. So nothing has been formulated unde r th at?
Ms. Denny. No, we are  s till living under an old agreement which 

provides for sharin g information. We will continue that  and also 
work on sharing resources.
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REA GAN BUDGET CUTS

Mr. Stokes. Do you a nticip ate that  your budget submission will 
be reduced on the 10th, when the  President  submits  his final 
submission?

Mr. Lucero. I don’t know, sir. The question has been asked 
previously. I suspect  it  might, but I don’t know.

Mr. Stokes. Thank you very much, Mr. Chairman.
Mr. B oland. Mr. Lucero, thank  you very much.
Thank you, Dr. Peterson, Ms. Denny, Mr. Rafuse, and Ms. Sti- 

ness. Again let me congratulate you on performing a difficult job 
well—when you have 39,000 local units  to which you dispense this 
revenue sharing , in my judgment, you have done a fine job. We 
will insert the budget justifica tions in the  record here.

[The justifications follow:]
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Wednesday, March 4, 1981.

NEW YORK CITY LOAN GUARANTEE PROGRAM

WITNESSES

jo hn  j .  McLaughlin , dir ec to r, off ic e of  new  yor k cit y fi ­
nance

ROBERT W. RAFUSE, JR., DEPUTY ASSISTANT SECRETARY FOR STATE
AND LOCAL FINANCE

CHARLES V. McFADDEN, dep uty ass ista nt dir ec to r, fin ancia l
MANAGEMENT DIVISION, OFFICE OF THE SECRETARY

Mr. Boland. The Committee will come to order.
We will now tur n to the “I love New York hour .” This is the last 

year  in which the  Committee will address the  budget  request for 
the New York City Loan Guarantee  Program.

We wish to welcome John J. McLaughlin, Director of the  New 
York City Finance. How long have you been there?

Mr. McLaughlin. Three years, since initia tion of the loan guar­
antee  program.

Mr. Boland. We think  you have done a fine job for the City of 
New York, and will be sorry to see you go. I understand the 
pastures may be greener elsewhere. Is your family getting larger?

Mr. McLaughlin. No, but  the  calls on the  family’s pocketbook 
are.

Mr. Boland. You are reques ting $1,044,000 for administ rative 
expenses of the  New York City Loan Guarantee Program in fiscal 
year 1982, an increase of $110,000 over the 1981 level of $934,000.
This includes a supplemental appropriation reques t of $31,000 for 
increased pay costs and a $19,000 reduction pursua nt to the 1981 
Appropriation Act.

Why don’t you go ahead with any stateme nt you might have. 
Mr. McLaughlin. I would like to have my entir e prepared state­

ment placed in the  record.
Mr. Boland. Without objection, i t will be inserted in the  record.

General Statement

Mr. McLaughlin. As you know, the New York City Loan Guar­
antee  Act of 1978 authorizes the Secretary of the  Treasury, during 
the City’s fiscal years 1979-1982, to issue up to $1,650,000,000 of 
Federal  guarantees of city long-term debt. The guarantees are  the 
core of a  four-year, $4.5 billion long-term financing plan aimed at 
restor ing the  City’s physical plant while it undertakes massive 
fiscal reform.

To date, $1,050,000,000 of guaran tees  has been issued in the  first 
three years  of the plan. The remaining  guarantees may be issued 
in the  City’s fiscal year 1982 if th e City demo nstra tes the  need for

(405)
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such financing and otherwise meets the  requirements of the Guar­
antee Act.

The City’s financing plan has been revised several times to adapt  
to changing financial  conditions. Over the  past year, the  expecta­
tions for the  City’s market reen try in fiscal years 1981 and 1982 
have been lowered as a resul t of the unlikelihood of the  major 
credit- rating agencies giving the City’s bonds an investment-grade 
rating in the  nea r future.  These adjus tments were built  into the 
latest revision of the financing plan. A fur ther  revison will be 
submitted in May of this year.

THE GUARANTEE ACT

The Guarantee Act requires that  the Secretary make a series of 
determinations prior  to the extension of each round of Federa l 
guarantees, the most important  of which are that : the City has the 
capacity to repay the Federally guaranteed indebtedness; the City 
is unable to obtain credit elsewhere in sufficient amounts and on 
reasonable terms; a financing plan satisfying the  City’s shor t and 
long-term needs exists and is sound; and the City is making  sub­
stan tial  progress toward balancing its budget in accordance with 
generally  accepted accounting principles  (GAAP) by its fiscal year 
1982.

In the course of this program, we have issued $1,050,000,000 in 
loan guarantees.  The remaining $600,000,000 of guarantees are 
reserved for issuance in fiscal year 1982, which commences June  1 
of this ye ar and expires June 30, 1982.

New York City has revised its long-term financing plan, to take  
into account the changes in financial conditions: what is perceived 
as a reluctance by the rating agencies to recognize the budgetary 
improvements that  the City has achieved through this program. 
These revisions were announced last  y ear and we expect a fur ther 
revision in May, at which time the  City is likely to ask for the 
issuance of the  balance of guarantees .

Last Thursday the  City financed all its short-te rm debt for fiscal 
year 1981 in the public market, the  fi rst time since 1974 that  i t has 
done this . It has, through efficient managem ent, reduced the  need 
for seasonable borrowing.

In terms of its prospects for issuing long-term bonds, the City 
expects to sell to the public, for the  firs t time in over six years, an 
issue of $50 million of its  bonds on March 26th. The City and its 
underwrite rs are hard  at work in preparing  the documents neces­
sary for this. As I mentioned, the  budgetary reform has been 
significant and is well detailed in the findings we present to the 
Congress upon issuance of the guarantees, and we have done seven 
sets of these documents.

Finally, I would like to note that  the City’s planning process has 
improved dramatically during  the last  thre e years in which I have 
been involved with the program. They are now able to project 
budget gaps months  in advance and come up with plans that are 
universa lly thrashed  around and agreed upon by the  various moni­
tors, in order to handle  anticipated budget gaps. This is a long way 
from the crisis of 1975.
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In addition, we monitor an additional piece of legislation,  the 
Pension Fund Act, which also requires a s ignificant amou nt o f time 
and energy  spent by t he office.

The office, as it is c urrently  consti tuted, has sixteen  employees, 
hal f of whom work the  Washin gton beat, if you will, analyzing 
Federal aid, being responsive to congressional and Administration  
requests, and administering the  office down here while a field s taff 
works in New York.

In the  past  three years, we have consistently come in under 
budget. It may be good management or it may be the  reins  of the 
Budget Office pulling us in. But we also intend to continue our 
philosophy that  even though those amounts were appropriated, we 
will try  to save as efficiently as though it were our  own money, 
which i t is: the money of all our people.

LOAN GUARANTEE FEES

Finally, we have cut our outside obligations for account ing serv­
ices. We have developed a fine in-house staf f and have cut our 
needs for those services.

I also would note that the  G uarantee  Act provides us with a one- 
hal f of one percent fee per  y ear on the  basis of outs tanding indebt­
edness. So, the  fees coming in to date  are $6.03 million. The fees 
will outweigh the  Treasury’s adm inist rative expenses in fiscal year 
1982.

On a personal  note to you and your Subcommittee, last yea r your 
support for the  1982 appropria tion allowed a meaningful adminis­
trat ion  of the Act and t he guarantees which the city sorely needed. Thank you.

[The writ ten statement follows:]



FOR RELEASE ON DELIVERY
EXPECTED AT 10:00 A. M.MARCH 4, 1981

STATEMENT OF JOHN J. MCLAUGHLIN,DIRECTOR OF THE OFFICE OF NEW YORK FINANCE, BEFORE THE HOUSE SUBCOMMITTEE ON HUD - INDEPENDENT AGENCIES OF THE HOUSE APPROPRIATIONS COMMITTEE

Mr. Chairman and Members of this distinguished Subcommittee:

I appear before you today to discuss the administrative expenses of the Treasury Department’s Office of New York Finance. My testimony covers three major areas:
—  A brief history of the New York City Loan Guarantee Act and Treasury’s activities under it;
—  A review of Treasury's additional responsibilities imposed by P.L. 95-497 in monitoring the continuing participation of the City and State pension funds in the City's Four-Year Financial Plan; and
—  The level of appropriations Treasury believes neces­sary for the 1982 fiscal year.

The Guarantee Act

The New York City Loan Guarantee Act of 1978 (P.L. 95-339) authorizes the Secretary of the Treasury, during the City's fiscal years 1979-82 (expiring June 30, 1982), to issue up to $1.65 billion of Federal guarantees of City long-term debt. The guar­antees are the core of a four-year, $4.5-billion, long-term financing plan aimed at restoring the City's physical plant while it undertakes massive fiscal reform.
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To date, $1.05 billion of guarantees has been issued in 
the first three years of the Plan. The remaining guarantees 
may be issued in the City's fiscal year 1982 (July 1, 1981 through 
June 30, 1982) if the City demonstrates the need for such 
financing and otherwise meets the requirements of the Guarantee 
Act.

The City’s Financing Plan has been revised several times 
to adapt it to changing financial conditions. Over the past 
year, the expectations for the City's market reentry in fiscal 
years 1981 and 1982 have been lowered as a result of the unlike­
lihood of the major credit-rating agencies giving the City's 
bonds an investment-grade rating in the near future. These ad­
justments were built into the latest revision of the Financing 
Plan. A further revision will be submitted in May of this year.

The Guarantee Act requires that the Secretary make a series 
of determinations prior to the extension of each round of Federal 
guarantees, the most important of which are that:

the City has the capacity to repay the federally 
guaranteed indebtedness,
the City is unable to obtain credit elsewhere in 
sufficient amounts and on reasonable terms,

—  a financing plan satisfying the City's short- and 
long-term needs exists and is sound, and

—  the City is making substantial progress toward 
balancing its budget in accordance with generally 
accepted accounting principles (GAAP) by its fiscal 
year 1982.

The Guarantee Act also requires the City to achieve both its 
short- and long-term financing in the public credit market as 
soon as practicable. The City has successfully financed most of 
its shrinking short-term needs in the public market in the past 
three fiscal years through the sale of revenue-anticipation notes 
and, most recently, tax-anticipation notes. Fiscal and financing 
reforms instituted by the City Comptroller and the City’s Office 
of Management and Budget have been instrumental in achieving this 
cash-management turnaround.

The City expects to complete its first sale of unguaranteed • bonds to the public later this month. The City is optimistic that 
the scheduled sale of $50 million will be deemed successful, given 
current market yields, at the premium the City will have to pay. 
Among the major factors contributing to the City's ability to market 
bonds has been its success in managing its current operations and 
its ability to rejuvenate its dormant capital-spending program.
A successful public bond sale will be a major milestone in the City's recovery.
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New York's budgetary performance in the recent past has con­
sistently exceeded its mandated budget goals. In the past three 
years, the City’s financial statements have been audited by a 
consortium of independent public accounting firms. Finally, it 
appears that, in the current fiscal year, the City will achieve 
a budget balanced under GAAP, one year earlier than required by 
the Act. It plans to be, and must be, in GAAP balance thereafter.

On January 16, 1981, the City submitted to the Financial 
Control Board its proposed FY 1982-85 Financial Plan and Program 
to Eliminate the Gap (PEG). While the City is projecting a budget 
gap of $421 million in FY 1982, most observers agree that the PEG 
actions are adequate and reasonable in light of the current fiscal 
outlook, and that the major impediments to annual GAAP balance have 
been resolved in the short term. The emphasis has shifted from 
the immediate problem of balancing the next annual budget to the 
longer-term problem of fundamental budgetary reform.

Among other factors, the City's budgetary progress can be 
attributed to its pattern of underspending and revenue collections 
that have outdistanced forecasts. Economically sensitive taxes 
have risen due to inflation and to the better-than-expected 
performance of the local economy. In addition, the City, as a 
matter of prudence, does not .include non-recurring revenues in its 
forecasts, even though varying amounts of such revenue occur each 
year.

Treasury Activities Under the Act in Fiscal Year 1980
Under the Loan Guarantee Act, the Treasury Department's Office 

of New York Finance is required to monitor New York City’s finances 
This involves:

—  monitoring compliance with the Guarantee Act and 
the Agreement to Guarantee;

—  reviewing and analyzing monthly, quarterly, and annual 
financial statements and related reports;

—  tracking the City's daily cash-flow requirements and 
assessing the time schedule and amounts required for 
seasonal and long-term financing;

—  studying the effects of legislation enacted by the 
96th Congress and proposed to the 97th Congress;

—  contact with (1) credit-rating agencies as to the 
possibility of an investment-grade rating of City 
securities and (2) the financial community and the 
City's financial advisor concerning receptivity of 
th.e public market to the City's debt;
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—  meeting with City officials and with agencies assigned/ to monitor the City, including the Financial ControlBoard, Office of the Special Deputy Comptroller (State),MAC, and GAO; and
—  liaison with New York State officials on the State's commitment of continued support for New York City, along with other cash-flow and budgetary matters.
These monitoring activities are essential in ensuring the City's compliance with the provisions of the Loan Guarantee Act.Prior to each takedown of Federal guarantees, the Office confirms formally for the Secretary that the City is meeting its obligations under the Act. The staff of the Subcommittee has been provided a copy of the determinations prepared in connection with the most recent issuance of $300 million of Federal guarantees on October 2, 1980.
Treasury intends to continue to meet its commitment, as under­lined by the Senate Banking Committee,
. . .  to continue to monitor New York City's operations closely in order to ensure continued compliance with all of the conditions of the Act and to protect the Federal Government's financial interest.
Finally, a provision of the Guarantee Act requires the Secretary to prepare reports to the Congress on a regular basis outlining Treasury's activities under the Act. This "Report to Congress" was last transmitted in December 1980 and will be due next in May.

Pension Fund Legislation
The companion legislation to the Guarantee Act, P.L. 95-497, (Pension Fund Act) mandates further findings by Treasury in rela­tion to the purchase of City and MAC indebtedness by certain City and State pension funds. Some $215 million of MAC placements with the pension funds are scheduled prior to June 30, 1982. The two most significant determinations the Secretary must make under P.L. 95-497 are:
—  that the issuance of indebtedness by the City will not jeopardize its ability to make future contributions to the pension funds, and
—  that the purchase of City indebtedness will not endanger the ability of the pension funds to pay future pension benefits.
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In addition to these requirements. Treasury has continuing monitoring responsibilities under P.L. 95-497. Whenever an acquisi­tion of City or MAC indebtedness is made pursuant to one of the purchase agreements, the Secretary must find that the acquiring fund does not hold more than 50 percent of its assets in City and MAC indebtedness and does not have a negative cash flow, and that the aggregate of City and MAC indebtedness held by the City pension funds does not exceed the percentage limitations contained in the Pension Fund Act.
Furthermore, prior to each acquisition, Treasury must also make certain Independent determinations under the Pension Fund Act. During the City's FY 1982, when each acquisition occurs the Secretary must determine that New York City is operating under a GAAP-balanced budget and whether the City's annual audited finan­cial statements reflect that goal. Thus, a determination similar to that made with respect to Section 103(5) of the Guarantee Act at each takedown of guaranteed bonds must be made for each acqui­sition of MAC or City bonds by the pension funds.
The staff of the Subcommittee has been provided with a copy of the most recent determinations related to the Pension Fund Act.

The Office of New York Finance
Treasury's Office of New York Finance maintains two offices—  one in Washington and one in New York City. In addition, the services of an accounting consultant— currently Deloitte Haskins & Sells— are used.
The Washington office has several responsibilities:
—  analysis of Federal aid to New York City;
—  economic forecasting and analysis of the impacts of national economic trends on the City's economy;

formal preparation of the Secretary's determinations with respect to the Guarantee Act and P.L. 95-497;
—  preparation of testimony and background materials in conjunction with Congressional hearings and other requests; and
—  administration of the Office, including budget, contracts, and procurement.
The staff located in New York City have primary responsibility for Treasury's day-to-day dealings with the City and State, and with State agencies monitoring the City's finances. In addition,
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the New York Office conducts reviews of the City’s budget and pro­grams, audits and verifies the reports received from the City and its monitors, and, if necessary, recommends changes and improve­ments in the reports. A listing of the major reports the Office of New York Finance must review is attached hereto as Exhibit A. In addition, the Office Inspects accounts, books, records, and other financial documents of the City or any financing agency participat­ing in the financing needs of the City.

Administrative Expenses
The anticipated appropriation fpr administration of the New York City Loan Guarantee Act in fiscal year 1981 is $934,000.This includes a supplemental appropriation request of $31,000 to cover the estimated supplemental pay increases. The Administration is requesting an appropriation of $1,044,000 to fund fiscal year 1982 requirements.
The 1981 budget provides for 20 funded positions, including professional and clerical staff of 17, plus provision for summer and temporary employees. Of the projected $934,000 FY 1981 appropria­tion, approximately 62 percent ($582,000) is allocated for per­sonnel compensation and benefits, $25,000 for travel, and $327,000 for rent, utilities, communications, supplies, services provided to the Office by Treasury budget and personnel offices, and the consulting services of the accounting firm, Deloitte Haskins & Sells.
In FY 1981, $184,000 has been obligated for the accounting services of Deloitte Haskins & Sells. Such services are required for periodic, in-depth budget analyses that must be performed in a short period of time, certain accounting matters that require specialized expertise, and certain City submissions required under the Act that must be independently verified.
Finally, let me note that the Guarantee Act requires the City to pay to the Treasury a guarantee fee of 0.5 percent per annum on the outstanding principal amount of Federally guaranteed City bonds. To date, these payments have totaled $6.03 million. It is antici­pated that at least $28 million in guarantee fees will be paid by the City to the Federal Government over the life of the bonds. In FY 1982 alone, Treasury should receive at least $4.5 million in guarantee fees. These fees will more than offset Treasury's admin­istrative expenses in FY 1982. Attached at Exhibit B are estimates of the guarantee fees for Federal fiscal years 1982-86.
This concludes the prepared portion of my testimony. I would be pleased to respond to any questions.
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Exhibit A

From the November 15, 1978 Agreement to Guarantee, the City must regularly submit to the Secretary of the Treasury the following:

1. Four-Year Plans no later than July 1 of each fiscal year in which Guaranteed bonds are outstanding (S3.1.5c)
2. Monthly Certificates no later than the end of each calendar month certifying that there was no material modification in the Financial Plan and no adverse developments in pending litigation ($6.7.1)
3. Monthly Financial Plans no later than the end of each calendar month reporting results of operations of City and Covered Organizations for preceding month ($6.7.3)
4 . Quarterly Financial Plan Statements no later than October 31, January 31, and April 30 of each year reporting results of operations of City and Covered Organizations for preceding quarter of fiscal year (§6.7.3)
5. Annual Audit Reports (Comptroller's Reports) no later than October 31 of each year reporting the financial position
6. Economic Reports on March 15 and September 15 of each year evaluating overall economic position of City for preceding half of fiscal year (§6.7.5)
7. Collective Bargaining Agreements upon submission to the FCB along with projections of costs and certificate of consistency with the Financial Plan in effect (§6.7.7)
8. Mayor's Management Reports on January 30 and September 17 of each year reporting management and productivity improvements (S6.7.7)
9. Borrowing Schedules no later than July 1 of each fiscal year laying out the plan of seasonal and MAC borrowing for present year (§6.7.9)

10. Reports of Covered Organizations as soon as possible after end of each organization's fiscal year reporting the financial po­sition and results of operations of the preceding fiscal year, certified by independent certified public accounting firm, and with the opinion of the firm as to compliance with GAAP (§6.7.9)
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Exhibit A Continued

11* Publication of Plan Variances no later than December 1, 1979, 1986, and 1981 printed in The City Record and reconciling 
actual revenues and expenditures in FY 79, FY 80, and FY 81 with projected revenues and expenditures in both the initial 
Financial Plan for the year and the latest modification (S6.7.10)

12. Audit Committee Reports completed by the Audit committee in accordance with §163(7)(B) of the Guarantee Act making recom­
mendations for improving the financial accounting and report­ing systems of the City (S6.15)

13. Productivity Council Reports completed by the Productivity Council in accordance with S103(9) of the Guarantee Act making 
recommendations for enhancing the productivity of the City's labor force and published in The City Record no later than January 1 of each year (56.153

"4 -3 15  0 - 8 1 ------27



Exhibit B

Estimated Receipt of Guarantee Fees 
(millions)

Federal
Fiscal Year Amount Due

1982
1983
1984
1985
1986

$4.5
4.0
3.5
3.1
2.7
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program’s staffing levels

Mr. Boland. Thank you, Mr. McLaughlin. I believe that your 
success is due to good management, rat her than the reins of the 
Office of Management and Budget.

You have two offices. How do you split the personnel?
Mr. McLaughlin. Five professionals and four secreta ries in 

Washington; thre e professionals in New York with me and two 
secretaries. So the split  is pretty  much 50-50. Other support staff, 
like th e person assigned to cover New York matt ers for the Gener­
al Counsel’s Office, are  located in Washington.

Mr. Boland. You referred  to an action taken last year concern­
ing loan guarantees and the actions of the House and the confer­
ees, which was in line with what the  City of New York, the 
Treasury and the  New York office wanted.

During last year’s hearing, Mr. Altman said tha t no fur ther 
guarantees  above the $750,000,000 would be issued. Mr. Proxmire  
put a limitation in the  Senate version of th e 1981 Appropriat ions 
Bill. That  limitation would have prohibited the  use of appropria ted 
funds to administer  a loan guarantee program tha t would permi t 
the use of the guarantee authority  for the purpose of permitting  
MAC to use the proceeds of its borrowings in fiscal year 1981 and 
1982 to meet the  City’s financing needs afte r 1982. Tha t last issue 
was resolved in the first Continuing Resolution last fall and the 
language was dropped from the 1981 Appropriations Bill. Subse­
quently, the Treasury guaranteed ano ther  $300,000,000 of New 
York City bonds. That  brough t the total  guaranteed to 
$1,050,000,000. The balance of $600,000,000 in guarantees has not 
been issued.

What has happened to the $300,000,000 guaranteed last fall? Is 
the money in escrow?

Mr. McLaughlin. No, it is not. The proceeds from MAC bond 
sales are to be placed in escrow. The proceeds from guaranteed 
bond sales may not be escrowed; they may only be used for true 
capital spending. There is a process tha t the  City goes throu gh in 
terms of its capital  spending program. It is a very well-refined 
process. The monies are  committed, and approved by the Board of 
Estimates , in a streamlined fashion, not like the cumbersome fash­
ions of prior Administ rations. Once the  money is committed, the 
bonds are issued and the proceeds are  put in an account to be 
rationed out to projects in the pipeline over a three-month period; 
or, the city advances funds from i ts general fund and the amounts 
are repaid from the proceeds from a bond issue.

PLANS FOR REMAINING LOAN GUARANTEES

Mr. Boland. What does New York City plan to do with the 
remaining $600,000,000 in guarantees issued in 1982?

Mr. McLaughlin. The use of the funds has been committed to 
capital improvements by the city that  are  much needed. I am 
talking primarily about repairing the bridges, the roads, the sewer 
system, and very little  to do with new construction. This is a 
holding action by the  city in main taining its physical plant. The 
city has targeted  over $2,000,000,000 for th is purpose over the fiscal
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year  1979-82 period. If the  remaining $600,000,000 of g uarantees 
are issued, they will only be a p art  of th at  capital funding.

Mr. Boland. Mr. Green.

NYC BALANCED BUDGET

Mr. Green. On page three of the  statement, you mention that it 
appears  New York City will achieve a balanced budget according to 
generally  accepted accounting principles (GAAP) th is year  (1981)— 
one year earl ier than required  by law. Paragraph  three on that 
page details some of the factors to which the  City’s budgetary 
progress can be attributed : patt ern  of underspending; revenue  col­
lections that  outdistanced forecasts; taxes that  have risen due to 
inflation; and better-than-expected  performance of th e local econo­
my.

A WaZZ Street Journa l editorial  dated February 23 states that  
there is strong evidence that  the main reason for the economic 
recovery of New York City and State  is tax policy—specifically, 
reductions in th e tax burdens a t th e S tate and local level.

A new report on the  City by the State Comptrol ler’s Special 
Deputy attributed the  improved outlook to such factors as higher 
tax  revenues, part icula rly from real estate , and a State  takeover in 
recen t years of several costly functions performed by the city.

Have you read the  editoria l and the report to which I am refer ­
ring? How accurate do you believe the editoria l to be?

Mr. McLaughlin. I have read both reports. Having been in the 
middle of the  New York City process for three years, I don’t believe 
there is any  one reason, whether it is the economic-stabilizing and 
the  tax-cutting  by Governor Carey, and  the  freezing of the tax rate  
by the Mayors—Mayor Beame first and continued by Mayor Koch. 
This has certa inly contributed to an atmosphere  of economic re­
birth in Lower Manhattan  and other areas with which you are 
familiar.

I think there are a myriad of factors and I don’t think any one is 
a leading factor. I thin k there is a renewed confidence and a 
renewed atmosphere for investment in the city. I am told it is 
driven in par t by foreign investors who view New York as  a haven 
for investment, a changing of the City’s economy from a light 
manufactur ing base to a service base, which made it recession- 
proof, if you will, from the  last recession, and a myriad of other  
factors which have created , I think, a  st rong trend.

Pa rt of it really has to do with the Act itself, with local investors 
realizing there was a commitment both by the Federal Government 
as well as the unified action of the savings banks, the insurance 
companies, the pension funds, and organized labor in particular. 
They are putting up the ir money to see that  the  City is restored 
and gets back to its  prime status.

IMPACT OF FEDERAL BUDGET REDUCTIONS

Mr. Green. The new Administration  is proposing a number of 
reductions in both the Federal 1981 and Federal 1982 fiscal year 
budgets. Do you anticipate  tha t the administ rative expenses of the  
New York City Loan Guarantee Program  will be reduced; and if so, by how much?
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Mr. McLaughlin. I would expect ours would be decreased and I 
would thin k it would be in line with the  general overall reduction  
in consult ants, in t ravel  and in admin istra tive overhead.

Mr. Green. You mentioned travel . There  is now competitive 
service on the New York to Washington route.

Mr. McLaughlin. In  fact, they are lower tha n Amtrak, at least 
the  current  sweeteners of those air  fares are.

ELIMIN ATION OF STATE’S SHARE OF GRS

Mr. Green. What do you antic ipate  will be the  impact of elimi­
nating the State’s share of General Revenue Sharing?

Mr. McLaughlin. Well, there is an impact, Mr. Green, but as I 
mentioned in my remarks , the plann ing process of the City OMB— 
coming up with what they  call “PEG” programs and rolling four- 
year programs—is par t of the apparatus that the  fiscal crisis has 
put on the  City. That impact has already been taken into account.

Mr. Green. So you feel those are  already anticipated.
Mr. McLaughlin. Those are built in. Incidentally, maybe I am 

antic ipating something, but the Control Board has indicated tha t 
the receipt of $100 million of Federal  aid is an unc erta inty  in the 
City’s fiscal year 1982 budget taking into consideration the  curr ent 
climate, to make sure that  th e City comes in on balance.

Mr. Boland. May I ask, what  was the Sta te’s sha re of GRS? You 
may supply t ha t information for the record.

Mr. Rafuse. It was a bit less tha n $250,000,000 in fiscal year 
1980.

Mr. Boland. Please indicate wha t the  passthrough was as well.
[The information follows:]

Elimination of State Share of Revenue Sharing

The elimination of the state  share  of revenue sharing after the October 1980 
payment resulted in a loss to New York State  of one quar terly  payment, approxi­
mately $63 million, in its fiscal 1981 budget (ending March 31, 1981). In its fiscal 
1982 budget, the loss to the State  will equal the total annua l entitlement, approxi­
mately $250 million. The loss will be either in categorical aid or unrestric ted 
revenue sharing funds, since the State  share of revenue sharing in Federal fiscal 
year 1982 is qualified by the Levitas amendment  th at  requires trading $1 of categor­
ical gran t funds for $1 of revenue sharing .

The City had estimated tha t it received approximately $80 million per year from 
the pass-through of the State ’s share of revenue sharing to the  City. The elimination 
of the S tate share  af ter the payment in October 1980 resulted in a  loss to th e City of 
$40 million in its fiscal 1981 budget (ending June 30, 1981) and would result  in the 
loss of $40 million in the first half  of its fiscal 1982 budget. The amount of the pass­
through  that would be restored to the City upon the renewal of the  State  share  in 
Federal fiscal year 1982 would depend on the State’s decision to trade  categorical 
funds for revenue sharing pursuant  to the Levitas amendment.

IMPACT OF BUDGETARY REDUCTION S

Mr. Green. What about the  to tal impact on New York City of all 
the budgetary reductions being proposed?

Mr. McLaughlin. The Ci ty’s OMB has on its own, cut in hal f the 
number of CETA jobs projected to receive funding, and the  Control 
Board, as I said earlier, jus t indicated that  the  receip t of $100 
million of Federal aid is an uncerta inty  in the  city’s fiscal year 
1982 budget, to make the City tigh ten its belt a litt le more to come 
in with a balanced budget in 1982. I know the  Mayor is very
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hopeful that  some relief  on the  mandates  will provide help in balancing the budget.

CAP ON MEDICAID

Mr. Green. One of the major areas proposed to balance the budget is to require  local governments to pay hal f the  S tate’s share  in medicaid. Have you looked a t that  one proposal to cap medicaid?Mr. McLaughlin. We are looking at  it.
Mr. Green. When do you antic ipate  that  your analysis will be complete?
Mr. McLaughlin. We pride ourselves on pret ty quick tu rn ­around time, so I would expect it by the  15th of April.
Mr. Green. Please make tha t available to us.

CAPITAL IMPROVEMENTS

Last year, ther e was some discussion of the City’s capital im­provements plan to spend $2.3 billion by 1982.
Is the capita l improvements plan on schedule? If not, how much has it slipped and what are the  consequences?
Mr. McLaughlin. I am happy to repo rt that it is on schedule. It was not during  the  first two years of the program, but the  Mayor created a solution without  cutting any of th e checks and balances that the bid processes allow. Now they are on track. It is our judgment they will spend the $2.3 billion and will put together a credible organ ization to take care of the City’s capital requi rements in the years ahead.

FU ND  RAISING ABILITY

Mr. Green. The spending program requires funds in addition  to those from the loan guarantees . Are you confident they will be able to raise the money?
Mr. McLaughlin. I am comfortable with the revised financing plan, tha t calls for a gradual reen try into the market by the City and reasonable annual amounts of MAC debt per year. As part of the plan, last  year MAC’s statutory borrowing auth ority was in­creased by $1.2 billion and extended to December 31, 1984. With the City gradual ly moving into  the  marke tplace  in 1983, 1984 and 1985, there is a good chance that  all the City’s needs will be funded, at least through 1985. Then beyond tha t, they will have built up, I hope, sufficient market confidence to meet all of thei r financing needs on the ir own.

TOTAL ACCU MULATED DEFICIT

Mr. Green. The total accumulated deficit for New York City was $7.7 billion in 1978 and $7.8 billion in 1979. Last yea r’s estimates for 1980 and 1981 were $6.6 billion and $5.0 billion, respectively. What was New York City’s total accumulated deficit at the  end of 1980?
What are  the estimates for 1981 and  1982?
Explain any significant variances from estimates for 1980 and 1981.
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Mr. McLaughlin. I would like to detail that  for the  record. 
When you talk  about deficits, you a re talking about  the cumulative  
deficits of the  operating budgets, much of which have been fi­
nanced with the  issuance of debt. If you add to th at  the  City and 
MAC debt issued for the capital budget, you get a figure of more 
than $12 billion for the City’s long-term indebtedness.

I should note, the City has also been reaping some pre tty sub­
stantia l budget surpluses unde r S tate  law in the last  few years, and 
I hope that  continues under GAAP. Tha t certa inly  can lessen the 
need for long-term financing, as some capital  projects can be on 
pay-as-you-go basis.

[The information follows:]
General  Fund  Deficit

New York City’s general fund deficit was $7.8 billion as of Jun e 30, 1979, accord­
ing to the  independ ent aud it of th e City’s f inancial  statements . The  two major items 
th at  af fected the  fund deficit as of Ju ne  30, 1980 were  t he amoun t of the City ’s fiscal 
yea r 1980 deficit pur sua nt to generally accepted accountin g principles (GAAP) and 
the redemption of outs tanding debt th at  was issued to finance the ann ua l budget 
deficits. The fiscal yea r 1980 GAAP deficit was composed of th ree items: the  a mount  
of captializ ed operating expenditures , the  amount of pension accrual, and,  par tia lly  
offset ting the  sum of the firs t two items , the  amoun t of the  fiscal yea r 1980 surp lus 
under State  law. The sum of th e fiscal yea r 1980 cap italized opera ting  expenses and 
pension accrual was $501 million and  the  fiscal yea r 1980 surplus under  Sta te law 
was $145 million,  yielding a deficit under  GAAP of $356 mill ion for fiscal yea r 1980. 
While there are  forecas ts of a fiscal yea r 1981 surplus und er GAAP, the following 
presentatio n of the  change  to the  genera l fund  balance from Ju ne  30, 1980 to  June  
30, 1981 excluded an estimate of a fiscal yea r 1981 surp lus. Hence, the  following 
projection of th e general  fund deficits  as of Jun e 30, 1981 is conservative . Similarly, 
the projection of th e gene ral fund defic it as of Ju ne  30, 1982 is conservat ive because 
it is difficult to est ima te now the  amoun t of the  City’s fiscal yea r 1982 surp lus.

Following are the  actu al general  fund defici ts as of Ju ne  30, 1979 and  Ju ne  30, 
1980 and  projec tions of th e City’s general fund deficits  as of Ju ne  30, 1981 and  J un e 
30, 1982:

(In thousands of dollars]
Fund balance (deficit) a t J un e 30, 1979.........................................................  (7,796,056)
Fiscal yea r 1980 GAAP def ici t........................................................................ (356,021)
Redemption of debt  durin g fiscal y ear  1980.................................................. 210,575

Fund  balan ce (deficit) at  Jun e 30, 1980.............................................. (7,941,502)
Redemption of debt  durin g fiscal year 1981 (es tim ate )............................... 184,000

Fund  b alance (deficit) at Ju ne  30, 1981 (es tim ate )...........................  (7,757,502)
Redemption of debt dur ing fiscal y ear  1982 (est imate )...............................  212,000

Fund balance (deficit) at  Jun e 30, 1982 ( est imate )...........................  (7,545,502)
The vari ances from last year’s estimates are due to the  amoun t of debt redeemed 

in fiscal yea r 1980 and fiscal year  1981.

PENSION COSTS

Mr. Green. Earl ier this week in a lett er that went to the bond 
rating agencies, it was estimated that pensions were going to  take 
less of the City’s budget tha n had previously been estimated. Obvi­
ously, tha t would be wonderful, if t ha t is true. On the other hand, 
it may impact on the ability of the  pension system to absorb the 
macro-city paper. Have you seen the  stateme nt and do you agree 
with the  predictions?

Mr. McLaughlin. I have seen the  stateme nt and we have re­
viewed it. We received it yesterday. Regarding the capacity  of th e
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pension funds now to take  back city pape r—and they are only 
committed for one more fiscal year to take it—they have stated 
they don’t want to be the bankers  for the  City any longer. In the 
report there is emphasis on the projection of a subs tanti al drop in 
the  city budget appropriation  for pension costs over the next few 
years. While the genera l trends may be accurate, certa in liberal 
assumptions were used to make these projections.

So, the earnings  from the pension funds ’ assets would in effect 
decrease the City’s contributions. I am not sure  that takes  into 
account the labor unions ’ legitimate  demands  for increased wages, 
as well as thei r concern for inflation. Nevertheless, I agree general­
ly with Comptroller Goldin’s statem ent, but I thin k the magnitude 
of the reduction in the City’s con tribution is up for grabs.

APPROPRIATION LANGUAGE

Mr. Green. On page 6 of Tab C is a copy of the appropriation  
language in the 1980 HUD-Independent  Agencies Appropriation 
Act, amended for 1982. Last year, the credit limitat ion language 
read as follows:

“Total commitments  to guarantee loans through Jun e 30, 1982, 
shall not exceed $900,000,000 of contingent liability  for loan princi ­
pal.”

Why are  you proposing tha t the credit limita tion language be 
amended for 1982?

Mr. McLaughlin. To take  into consideration , really, two points. 
First, we have the capacity or commitments to issue $600,000,000 of 
guarantees in fiscal year 1982, which by the sta tute is a serial type 
authority. We were not  authorized to issue the  full amount in 1978; 
it accumulates. Second, the funny number , the $755,898,000—that 
is, the  extra  $155 million—represents  those amounts of guaranteed 
bonds which the City will have reduced by June 30, 1982. The City 
will actually  have paid back over $150 million of the Federally  
guaranteed bonds.

Now, technically, in the  agreement to guarantee which we 
fashioned in 1978, there was some language that  gave the pension 
funds comfort that the Federal guarantee auth ority won’t be cut 
back from what was written in the s tatu te.

If you read the statute,  the auth ority is an expanding one, a 
cumulat ive one allowing up to $1.65 billion to be outstanding, 
taking into account the amounts redeemed.

Mr. Green. Tha t was a provision for rolling over amounts-----
Mr. McLaughlin. Although in the agreement  to guarantee ther e 

is no commitment to issue any more tha n the  $1.65 billion, the 
provision for the $155 million tha t will have been redeemed is to 
make our attorneys happy.

FISCAL YEAR 1983 ADMINISTRATIVE EXPENSES

Mr. Green. The New York City Loan Guarantee Act of 1978 
authorizes  the Secre tary of the Treasury , during the  City’s fiscal 
year 1979-82 to issue up to $1,650,000,000 of Federa l guarantees of 
City long-term debt. Thus, the loan gua rantee program expires 
three-quar ters of the way into the Federa l fiscal year 1982.
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Is 1982 the  last year  that Treasury intends to reques t an appro­
priat ion for administrative  expenses of the New York City Loan 
Guarantee program?

Mr. McLaughlin. I am really not certain I can answer that 
question. I don’t know tha t we’re far enough in the  formulation of 
wha t we are  going to do. There  is some residual liability on the 
part of the Federal Government to monitor  and make sure the city 
keeps paying back the bonds. In fact, Senators Garn  and Proxmire 
wrote us a lett er about being very vigilan t and I thin k the  Assist­
ant Secretary Roger Mehle will have thoughts on how to incorpo­
rate within the Office of the  Secre tary some personnel to adminis ­
ter  this  program. But in terms of an active administ ration of the 
program, we essentially  function as bankers . Requests come in  for 
the loan guarantees and we have to create a lot of documentation; 
the crunch work will be taken  ca re of in this year.

Mr. Boland. The banks don’t fold aft er they loan all the ir money 
out, do they?

Mr. McLaughlin. No, they don’t. They pay dividends, I hope.

FUTURE MONITORING EFFORT

Mr. Green. So you have  not yet decided how much effort will be 
required to monitor the program afte r J une  30, 1982?

Mr. McLaughlin. There  will be a certain residual effort re­
quired. While there would be a reduction from the fiscal ye ar 1982 
level, the specific percentage reduction is difficult to estim ate now.

Mr. Green. Do you feel it  makes sense to keep the  office in New 
York City open?

Mr. McLaughlin. My personal view is that it is useful to have a 
presence in New York City.

UNOBLIGATED BALANCE LAPSED-1980

Mr. Green. The table on page 1 of Tab C indicates that you 
lapsed $179,000 a t the end of fiscal year  1980. Now, there is noth­
ing wrong with retu rning funds that  are not needed to the  Treas­
ury. It often times is the  r esu lt of prudent  management. Still, what  
caused the $179,000 lapse at the end of fiscal year 1980? Did the 
one-for-two hiring  limitation have any effect?

Mr. McLaughlin. Yes, it did. We have not really  brought any­
body new on board for over a  year. The people that  we had brough t 
on board were veterans of the fiscal crisis. In fact, one of the two 
people worked for the City Comptroller in managing the cash flow. 
Another individual worked for Professor Ray Horton at Columbia 
University. We were able to hire, very effectively, people who 
needed no indoctrinat ion in terms of  the fiscal crisis.

Frankly, when slots were there, they weren’t filled, and we cut 
back on trave l and we are cutt ing on contracts.

STAFFING LEVELS

Mr. Green. In your stateme nt you mention that  the  1982 budget 
provides for 20 funded positions—17 professional and clerical and 
three summer and temporary employees. Last year, Mr, Altman 
stated that  he had no plans to fill more tha n 17 positions. Why
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would the Office of New York Finance need thre e summer or 
temporary employees?

Mr. McLaughlin. Basically, our summer employees were help­
ful. One was a business student at  Columbia Business School and 
the other was a student at the  Kennedy School. They supplem ent­
ed our staff. And it gives them an opportunity to know what 
service in the Federal Government might be like. I would like to 
see tha t continued. Although it is not  essential, it is more a benefit 
for the  individuals and a par t of good citizenship to continue the 
record.

Mr. Green. Please provide for the  record an object class break ­
down of adminis trative  expenses for 1980, 1981, and 1982.

Mr. McLaughlin. We will be happy to.
[The information follows:]

NEW YORK CITY LOAN GUARANTEE PROGRA M, AD MINISTRA TIV E EXPENSES, OBLIGATIONS BY OBJECT 
CLASS

[In  thousands of  do llars]

Object class 1980
actual

1981 *
estim ate

1982
est ima te

1100 Personnel compensation. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $466 $534 $557
1200 Personnel be ne fits. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  37 48 51

Subtotal, compensation and benefits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  503 582 608
2100 Trav el . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  22 25 31
2300 Rents, communications and ut ili tie s. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  36 46 64
2400 Printing. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 1 1
2500 Other services . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  278 276 336
2500 Supplies and materia ls. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3 3 3
3100 Equipment. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 1

Tot al . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  843 934 1,044
1 Includes pay supplemental request of $31,000.

Note: All  obl iga tion s are  incu rred ini tia lly  by the  Off ice of the  Secretary. Salar ies and Expenses account, then reim bursed by the  New York City 
Loan Guarantee Program— Ad minis tra tive expenses account

EFFECTS OF BUDGET FREEZES AND REDUCTIONS

Mr. Green. The Administration has placed a freeze on hiring 
and ordered reductions in trave l, consultants  and equipment. How 
many of your  17 positions are curr ent ly filled?

Mr. McLaughlin. All but one.
Mr. Green. What will be the effect of those actions on your 1981 

and 1982 budgets? Will there be any  savings?
Mr. McLaughlin. I expect the re will be savings and I can see 

several people leaving within the course of the year. However, I 
don’t thin k the ir leaving will diminish the effectiveness of our 
office.

Mr. Green. Will you provide us with details for the  record?
Mr. McLaughlin. Certainly.
[The information follows:]

Effe cts of  Bud ge t Reductions

Of the  17 full-tim e permanen t positions in the  Office of New York Finance, two 
are vacan t. (A second position becam e vac ant  subsequent to March 4.) Additional positions may become vacant. The value of t he  resu lting savings may range , on an 
annual  basis, from two to four sta ff years.
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The Presiden t’s budget reductions  released on March 10 reduced the  app rop ri­

ations for travel  by $6,000, for con trac tua l services (consultan ts) by $41,000, a nd for 
equipment ren tal  by $3,000. These reductions from the  e stim ates of the  needs of th e Office for fiscal yea r 1982 should  not mater ial ly adversely  affect the  opera tion  o f the  
Office.

PAY ACT SU PP LE MEN TA L-1981

Mr. Green. Last year, you requested a $29,000 supplementa l 
appropriation for 1980 due to increased pay costs. Subsequently, 
tha t request  was withdrawn. This year, you are reques ting a 
$31,000 supplemental appropriation  in 1981 due to increased pay 
costs. Is it likely tha t request  will be withdrawn on March 10?

Mr. McLaughlin. I unde rstand that ther e will be reductions to 
this program; however, the specific de tails have not been formally 
determined .

LOAN GU ARANTEE FEES

Mr. Green. Last year in testimony presented at these  hearings , 
the Treasury estimated that  New York City would pay $15 million 
in loan guarantee fees over the  life of the guarantees . This year, 
your justification indicates that  amount will be $45 million. What 
has New York City paid so far and which estimate is more accu­
rate  for the  to tal estimated payment?

Mr. McLaughlin. It has paid over $6 million so far. The reason 
the number jumped was that  the  financing  plan was revised to 
include the  final $900 million of guarantees . Originally, in 1978 
and 1979, the first $750 million of gua rantees were committed and 
the final $900 million were standby, with the  hope that  the City 
would get back its full fiscal independence by 1981 and 1982.

In 1980 when it became app arent that it would not, the  City 
revised its  financing plans, got MAC’s borrowing capacity expanded 
and developed plans to cover its capita l needs unti l it becomes 
financially  independent.  In that  context, the guarantees came into 
play, were issued and we are expecting requests for the  final $600 
million. If they are issued, then the  new, higher estim ate for the 
guarantee fees is the  accurate  one.

CONTRACTUAL SERVICES

Mr. Green. The highest increase  in your fiscal ye ar 1982 budget 
is for contractual services. Can you explain that category in more 
detail eith er now or for the record?

Mr. McLaughlin. I will touch on it briefly now, then in more detail for the record.
We have cut down substant ially. When I came to this office, the 

previous accounting consultant was being paid $500,000. We have 
been very vigorous in going ou t for “Requests for Proposals” (RPFs) 
for contracts. We have elimina ted legal services. We intend  to be vigilant with the RFP process.

This is not to say we don’t have a real need for this service. 
When the  City comes out with a “PEG” program, the  program to 
eliminate  the gap in January  of each year, we need to have a lot of 
personnel crunching numbers  in order  to produce a timely analy­
sis, as well as when the City submits its executive budget in April 
or May. Again, we need the  quick tu rnaround time.
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I can assure  you we are monitor ing that very efficiently.
[The information follows:]

Contractual Services

The Pre sident ’s budget reductions released on March 10 reduced the appropri ­
ation for con trac tual services by $41,000, bringing the  tota l app rop riat ion  for tha t 
item in fiscal year  1982 to $242,000.

Contrac tual  services are requ ired  for periodic, in-dep th budget analyse s that  must 
be performed in a shor t period of time, cer tain  accountin g ma tte rs th at  require 
specialized exper tise, and the  review of cert ain  City submissions  required und er the 
Loan Gu arantee Act and the  Pension  Fund  Act that  mus t be verified independen tly. 
For example, $184,000 has been obliga ted in fiscal yea r 1981 for the  consu lting 
services of the  accounting firm of Deloitte Haskins  & Sells. Moreover , $58,000 
remains unobligated but would be used, if necessary, for oth er specialized services 
that  may be required during fiscal yea r 1982, including the  services of Wharton 
Econometric Services, which has  avai labl e a large  econometric model of the  New 
York metropolita n area . This model has been used in the  pas t to help in the 
evaluation of t he  City’s economy to determ ine  the  City’s budget outlook as well as 
the  prospects  of  repaym ent of the gua ran tee d debt.

Mr. Green. As a New Yorker and one who was a member of the 
Banking Committee when the long term financing plan was initiat­
ed, I would like to note that  I am pleased to get this  independent 
repor t on the plan’s progress.

Also, as a  member from New York who has been concerned very 
much about this program, I have been very pleased by the  way it 
has been adminis tered by the  Treasury, and ask that  you remain 
vigilant. It is impor tant the  City not lapse into its former ways.

Thank you, Mr. Chairman.
Mr. Boland. New York City, with the help of the Banking, 

Finance and Urban Affairs Committee, has shown a remarkable  
recovery, as the history of this program clearly indicates.

Mr. McLaughlin, I want to cong ratula te you again on the way 
you have developed this program, and I want to wish you luck in 
whatever your under takings will be in the future. I am sure they 
will be enjoyable.

The hear ing is adjourned. We will place t he justif ications in the 
record a t this point.

[The justifications follow:]
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REVISED  JUSTIFICA TIONS
Dep ar tm en t of  D ef en se  -  C iv il  

C em ete rl a l Exp en se s,  Army

R evis io n  to  th e  FY 1982 Bu dget

The a p p ro p r ia t io n  la ng ua ge  I s  re v is e d  to  r e f l e c t  an  a p p ro p r ia t io n  re q u e s t of  
$5 ,0 86 ,0 00  in  l i e u  o f $7 ,3 86 ,0 00 .

The n e t  r e d u c ti o n  o f $2 ,3 00 ,0 00 fro m th e  o r ig in a l  re q u e s t i s  ac co unte d  fo r  as  
fo ll o w s:

—  a ne wl y id e n t i f i e d  re co v ery  o f $6 59 ,000  o f p r io r  y e a r  o b l ig a t io n s  of  
budget  a u th o r i ty .

—  a re d u c ti o n  in  th e  a u th o r iz e d  emplo yment  le v e l  from  152 to  139 and a 
r e d u c ti o n  in  a u th o r iz e d  w ork ye ar s fro m 164 to  153  r e s u l t i n g  in  a sa v in g s 
o f $2 00 ,0 00.

—  D e fe r ra l of Ph as e I I I  o f th e  r e p a i r  and re p la cem en t o f ce m et er y  ro ad s 
a t  a c o s t  o f $1 ,0 58 ,0 00 .

—  D e fe r ra l of th e  re p la cem en t of  m otor  v e h ic le s  (n o n -p assen g e r)  a t  a c o s t 
o f $60,0 00.

— D e fe r ra l  in  th e  p re li m in a ry  and  f i n a l  d es ig n  o f a new w ar eh ou se  f a c i l i t y  . 
a t  a c o s t  o f $2 70 ,0 00 .

—  D e fe r ra l  in  th e  m ai nte nan ce  of  la n d s and  s t r u c tu r e s  a t  a c o s t  of  
$53,0 00.
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*T*HB*no form  DEPARTMENT OF THE ARMY, FISCAL YEAR 1982Ja y V- 4 Ii .^cau o f ihe ’
c«u.jr . . SALARIES AND EXPENSES, CEMETERIAL EXPENSES, ARMY

PROGRAM AND FINANCING (I n  thou sand s of  d o l la r s )

l€<otiC<̂ltca axis
21-18 05-0-1-7 05

»82
actual

.•82aatlz&ata >• 82 
att lcia ’.<

Budget
Appendix

Page
Head ing

Re quest
Pending

Pro pos ed
Amendment

Revised
Request

I-H l Program  by a c t iv i t ie s :

1. Ope ra tio n and
5,416 -  950 4,4 66

322 22 300
3. C ons truc tion ,

A rl in gto n N at io na l
1,648 -  1,32 8 320

10.0001 T ota l O bl ig at io ns 7,38 6 -  2,30 0 5,0 86
39.0001 Budget Aut ho ri ty : 7,386 -  2,300 5,0 86

40.0001 App ro pr ia tion 7,386 -  2,300
7

5,0 86
R ela ti ons of  ob li gat io ns 

to  ou tl ays:

71.000 1 O bl ig at io ns  
in curr ed , net 7,38 6 -  1,64 1 5,7 45

72.4001 Obl igated  ba lanc e,
4,005 400 4,4 05

74.4001 Obl igated  ba lanc e,  
end of  ye ar  ( -)  ---------- -  4,1 91 -  708 -  4,8 99

90.00 01 Ou tla ys  exclu ding  
pay ra is e  supple ment — 7,19 6 1,94 5 5,2 51

91.1001 Out lay s WB pay
3 -  3

91.2001 Out lays  Civ pay
1 -  1

91.3001 Ou tla ys  Mil Pay 
ra is e  sup ple ment -------
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STA N D A R D  FO R M  3 CO _ _DEPARTMENT OF THE ARMY, FISCAL YEAR 1982
CwruUr Xe. A -l l.

SALARIES AND EXPENSES, CEMETERLAL EXPENSES, ARMY

OBJECT CLASSIFICATION (in thousands of dollars)
KwtiCra ft ire cvd«

21-1805-Q-1-705
it 82 ..82

WtlOAl*
>• 82

Budget
Appendix

Page Heading
Request
Pending

Proposed
Amendment

Revised
Request

I-Hl Personnel compensation:

111.101 Permanent positions 2,678 - 225 2,453
111.301 Positions other 
than permanent 180 45 225

111.501 Other personnel 
compensation 51 51
111.801 Special Personal 
services payments 85 85

111.901 Total personnel 
compensation 2,994 - 180 • 2,814

Personnel benefits: i

. 112.101 Civilian 365 - 20 345
121.001 Travel and 
transportation of persons 4 4

122.001 Transportation of 
things 4 4
123.101 Standard level user 
charges 16 16

123.201 Communication, 
utilities arid other rent 142 142 •
125.001 Other services 1,908 - 270 1,638
126.001 Supplies and 
materials 352 352
131.001 Equipment 203 - 60 143
132.001 Lands and structures 1,398 -1,111 287

J
999.001 Total obligations 7,386 -1,641 5,745
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ST ANDAR D FO R M  O U Q

vit
lc«i?r?i«^A-n/i:eVhrdU‘, s ' 1 DEPARTMENT OF THE ARMY, FISCAL YEAR 198 2

SALARIES AND EXPENSES, CEMETERIAI EXPENSES, ARMY

DETAIL OF PERM ANENT POSITION S

io  82 
actual

10 82 
••UuMta >» 82 tl tl oa lr

B udge t
A pp en di x

Pag e
H ea din g

R eq u e st
P e n d in g

P ro p o se d
Am endment

R ev is e d
R eq u e s t

I I I - 2 2 GS/GM -15 1 1
GS/GM-14 1 1
GS -12 6 6
GS-O9 5 5
GS-08 1 1
GS-O7 9 9
GS-O6 3 3
GS-O5 10 10
GS-O4

GS-O3

11

2 -1

. U

1
U ng ra ded 103 -1 3 90

S u b to ta l 15 2 -1 4 13 8

U n f i l l e d  p o s i t i o n s ,  30 Se p 
( - )  en d  o f  y e a r

T o ta l  p e rm an en t em ploy men t 15 2 -1 4 138
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B T A N B A n o  FO B M  300
Jv 'y !*•« , h•-•<-*& r? |S«
Cwc A -I U
JuC- l'kO

DEPARTMENT OF THE ARMY, FIS CAL YEAR 1 9 8 2  -

SA LA RIES  AND EX PE NSE S,  CEHETERIA L EXPEN SES, ARMY

PER SON NEL  SUMMARY

l€ « a l£ < .t e n  cwd»

2 1 - 1 8 0 5 - 0 - 1 - 7 0 5
it  8 2  

•ctuU
» 8 2 >» 8 2

B u d g e t
A p p e n d ix

P a g e H e a d in g  . .
R e q u e s t
P e n d in g

P r o p o s e d
A m en d m en t

R e v i s e d
R e q u e s t

I I I - 2 2 T o t a l  n u m b er o f  p e r m a n e n t  
P o s i t i o n s 1 5 2 - 1 4 1 3 8

T o t a l  c o m p e n s a b le  w o r k  y e a r s 1 6 4 - 1 1 1 5 3

F u l l - t i m e  e q u i v a l e n t  t o  o t h e r  
p o s i t i o n s ( 1 2 ) ( 3 ) ( 1 5 )

F u l l - t i m e  e q u i v a l e n t  o f
o v e r t i m e  a n d  h o l i d a y  h o u r s

A v e r a g e  GS g r a d e 6 . 8 4 . 0 8 6 . 9 2

A v e r a g e  GS s a l a r y $ 1 8 , 9 3 0 $ 1 5 0 $ 1 9 ,0 8 0

A v e r a g e  s a l a r y  o f  u n g r a d e d  
p o s i t i o n s $ 1 7 , 6 0 0 $ 1 7 , 6 0 0

 

 

 

 



REVISED JUSTIFICATIO NS
CONSUMER INFORMATION CENTER 

FT 1981
Comparison of Budget Adjustments to  FY 1981 Fundlnq

(Tn OoO)-----------------------------1

A c ti v it y

Consumer In form at ion 
Cente r

App ro pr ia tio n Re al ized  
Rec1ss1on-Pursuant to  PL. 96 -52 6 
Tr an sf er to  O .E .,  NARS 

To ta l A v a il a b il it y  
Proposed pay Increa se  

supplemental
Revised amount

In i t ia l
Budget

Revised
Budget Reduction

$1,425 $1,331 $ -94

1,4 09 1,4 09 _  -
-  28 -  28 -  -
-  — -  50 -5 0

1,381 1,331 — -50

44 -0 - -44
5T.425 $1,331 S -94

Ex plan at ion o f Reduction

Employment
P rin ting

To ta l Reduction

$ - 5 5
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CONSUMER INFORMATION CENTER 
FY 1982

Com parison o f FY 1982 I n i t i a l  Budget w it h  Rev is ed FY 1982 Budget
t in  000 )

A c t iv i ty
I n i t i a l
Budget

Rev ised
Bu dqet Red uc tio n

Consumer In fo rm ati o n
Cen te r $1 ,5 81 $1,3 14 $ -2 67

Exp la natio n  o f  Red uc tio n -

Employment $ -  98
T ra ve l '
O th er  Serv ic es

T o ta l Red uc tio n

- z
-1 67

5-26 7

CONSUMER INFORMATION CENTFR 
FY 198 2

Rev ised  Budget
Comparison with FY 1981 Revised Budqet

U n  OOO)

A c t iv i ty

Consumer In fo rm ati o n  
Cen te r

1981
Rev ised  Budqet

1982
Rev ised  Budget Change

$1, 331  $1,3 14  $ - 1 7

Exp la natio n  fo r  Change

Employment Red uc tio n (F u ll  y e a r  co st o f
FY 1981 re ductions plu s a d d it io n a l emp loym ent
re d uction s  1n FY 19 82) -  15

T ra ve l ♦  3

H on-d 1scre t1 onary , coninon d is t r lb u ta b le s ,
O th er  Serv ic es ~ 5

2 .

74-315 0 —81 ----- 29
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CONSIDER INFORMATION CENTER
FY 1981

Morkyears
In i t ia l  Budget and Revised Budqet

A c ti v it y
In i t ia l
Budget

Revised
Budget Reduction

Consumer Inform ation 
Center 22 19 -3

CONSUMER INFORMATION CENTER 
FY 1982 

Morkyears
FY 1982 In i t ia l  Budget and FY 1982 Revised Budnet

In i t ia l  Revised
A cti v it y Budget Budget Reduction

Consumer Inform at ion
Center 22 17 -5
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CONSUMER INFORMATION CENTER 
FY 1982

Wo rkyears
Com parison w it h  FY 1981 Rev ised  Budget

1981 1982
A c t iv i ty  Rev ised  Budget Rev ised  Budget Change

Consumer In fo rm ati o n
Cen te r 19 17 -2

E xpla natio n o f Change

The FY 1982 le v e l r e f le c ts  th e a n n u a li z a tio n  o f  th e  FY 1981 FTE re d uction s  made in  acco rdan ce  w it h  th e P res id e n t' s  prog ram.

GENERAL SERVICES ADMINISTRATION

1982 19 82
B u d get B udget 19 82 19 82A p p en d ix R eq u est P rop osed R e v is e dPa ge H eadin g P en d in g Am endment R eq u est

I-V7O  Con su m er  In fo r m a tio n  C en te r  1 ,5 8 1 ,0 0 0  - 2 6 7 ,0 0 0  1 ,3 1 4 ,0 0 0

T h l»  am endm ent r e d u c e s  th e  1982  r e q u e s t  f o r  s a l a r i e s  and e x p e n s e s  and 
w ould  r e d u c e  th e  19 82 o u t la y s  by  $2 67 th o u sa n d .

6 .
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ST  AM D A M  FORM  300
July 1RM.Bureau of u»  Budget

CONSUMER INFORMATION CENTER 
Program  and Finan cing ( in  thou sand s o f  d o ll a rs )

1981 1981 1981
lH.rll ftf .Hnr SOdt

47- 0104- 0-1 -3 76
PRESENTLY
AVAII API F

PROPOSED
AMENDMENTS

REVISED
REOUFST

Program by a c t iv i t ie s
D ir e c t prog ram: Consumer

In fo rm a ti o n  S e rv ic e s ...................
Re im bu rsab le  prog ram......................

1,425
6,17 0

-9 4 1,331
6,17 0

T o ta l pro gra m c o s ts , fu nded .. 7,59 5 -9 4 7,501

Change in  se le c te d  reso ur ce s 
(undelivered oth ers)...................

10.00 Total obl igation s....................... 7,59 5 -9 4 ( 7,501

F in ancin g :
11 .00 O ff s e tt in g  c o ll e c ti o n s  fro m :

Fe de ra l fu n d s ..................................... -6 ,1 70 -6 ,1 7025 .00 U noblig ate d ba lanc e la p s in g ......... __

39 OO Budget autho rity .................... 1,42 5 -94 1,331

Budge t a u th o r it y :
40.00 Appropriation................................ 1,40 9

-2 8

1,409

-2 8

40 .00 Red uct io n purs uant to  P ub lic
Law 96 -5 26.........................................

40.01 A p p ro p ri a ti o n  re sc in ded (P u b li c  
Law 96-3 04 ).......................................

41 .0 0 T ra n s fe rr ed  to  o th e r accoun ts .. . . . -5 0 -5 0

43.00 Appropriation (adiusted)........... 1,381

4A
-5 0

-AA

1,331
44 .20 Su pp lem en tal fo r  c iv i l i a n

Dav ra is e s

R ela tio n  o f  o b li g a t io n s  to  
o u tl a y s :

71.00 Obligations incurred, net .........

1

1,42 5

381
-381

-94 1,331

381
-394

72 .4 0 O blig a te d  b a la nce , s t a r t  o f
y e a r......................................................

74 .40 O b lig a te d  ba la nce, end o f year.  
77 .0 0 Adjus tm en ts  in  exp ir ed  ac co un ts

-13

90 .00 O u tlays , exc lu d in g  pay ra is e
su pp lemen ta l 1,38 3 -65 1,31 8

91 .20 O utlays fro m c i v i l i a n  pay
ra is e  su pp lemen ta l 42 -42 . . .
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ST A ND A R D  FORM 304 
Ma) 1969. Bureau of (hr Budget 
Camtlar No A - l l .  RmM d.

IdeotiicM ioo  code

CTNSUMER IM '^ M A T IO N  CF TTTR

OBJECT C L A S S IF IC A T IO N  (io  thousands o f dollars)
1981 1981

47-0104- 0-1 -37 6 PRESENTLY
.available.

1981
PROPOSED

A M E i iy w s . .
REVISED
RFOUEST

Personnel compensation: 
11.1 Permanent posit ion s__

11.J Positions  ocher tha n per m an en t. .

11 5 O th er  per so nnel  co m pensa ti on

H .8 fipeeta l pawonal te n uem paym ant

Tota l personnel  compensation.

Personnel benefits: 
12.1 C iv il ia n ................

45.0 Ben ef it s fo r fo rm at  p o m m n sl

21.0 Tra ve l and tran spo rtation o f persons.
21 .0 Motor Poo l
22.0 Tran sportatio n o f thing s________ ___
23 .1 St an da rd  Level  User Ch arge .,
23 .2 Re nt , com munications, and ut ili ties .. .

24.0  Print ing and reprod uctio n.

25.0 O th er services...................

26.0 Supplies and materia ls____

— E q u ipment .. .. . . .. . . . .. . . . .. . . ..

424)— land s ta d  unissusss. ..........

•93.0 In vestments an d I— ns .. .........................

— G rants, m bsid iss, and ro ntr ib m iont

-42 tO— I m uranca claims and indam n in o t......

■444)— la tsro at and dtwtdanda...........................

4 4 .0  R efunds.

__Tot al  D irect Obl igat ions

Tot a l Reimbursable Ob 111ga11ons

99.0 Tota l ob lig at ions ______________________

537

33

570

52

20
1

38
32
55

428

224

1,425

6,170

7,595

-29

-22

-51

- 4

-39

-94

-94

508

11

519

48

20
1
38
32
55

389

224

1,331

6,170

7,501
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STAMBAM F B M  300
July 1M4. Borwo W (ba Bu4 «a 
CW ula rN *. a-U. 1

CONSUMER INF ORMATION CENTER
P e rs o n n e l ^ s y n a r y  1 Q f l l  i a a i

lAautf fieullsu eada

4 7 - 0 1 0 4 -0 -1 -3 7 6
PRESENTLY
AV AILABLE

PROPOSED
AMENOM ENTS

RE VISE D
REQUEST

T o ta l  nu mbe r o f  f u l l - t i m e  perm anent 
p o s i t io n s .......................................................................... 19 19

T o ta l  com pensable  w o rk y e a rs :
F u l l - t i m e  e q u iv a le n t  em p lo ym ent.  . . . 22 -  3 19
F u l l - t i m e  e q u iv a le n t  o f  o v e r t im e  and 

h o l id a y  h o u rs .......................................................... ( 0 ) ( 0 )
Avera ge GS g r a d e .......................................................... 1 1 .2 6 ___ 1 1 .2 6
A vera g e  GS s a l a r y .......................................................... $ 3 0 ,0 0 0 -$ 1 ,7 3 7 $ 2 8 ,2 6 3

STA NDARD FORM  306
July 1966. Bureau of  the Budget 
Circular  No. A - l l ,  Barlaad.

OONSLMER H K W I C N  CFNTER

DETAIL OF PERMANENT POSITIONS
19 81 1981 198 1

PRFSFNTLY
AV AILABL E—

PROPOSED RE VIS ED

GS /O4-15..................................................................
GS/GM-14..................................................................
GS/CM-13..................................................................
GS-12 .........................................................................
GS-11 .........................................................................
GS -9...........................................................................
GS -7...........................................................................
GS -6...........................................................................
GS -5...........................................................................
GS -4...........................................................................

Hated  per m an en t p o s i t io n s ..................

U n f il le d  p o s i t io n s ,  en d o f  y e a r ............

Hated  per m an en t ar plo ym en t,  en d o f  
y e a r ..............................................................

19 19

- 2

19 - 2 17
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ST ANDARD FO RM  300
lo ly  o< lb , Budsw

CONSUMER INFORMATION CENTER 
Program and F in ancin g  ( in  thou sands o f  d o ll a rs )

1982 1982 1982
Idec liflca tton code

REOUFSI
PFNDINS

PROPOSED
AMENDMENTS

REVISED . 
REOIJFST47- 01 04 -0 -1 -3 76

Program by a c t iv i t ie s - J
D ir e c t pro gram : Consumer

In fo rm a ti o n  S e rv ic e s .................... 1,581 -267 1,314
Reimbursab le prog ram...................... 7,24 5 7,24 5

T o ta l program c o s ts , fu nded .. 8,82 6 [ -267 8,55 9

Change in  se le c te d  re so urc es
(u nd e live re d  o th e rs ) ...................... — __

10 .00 T o ta l o b li g a t io n s .......................... 8,82 6 -267 8,55 9

F in anc in g :
11 .00 O ffs e tt in g  c o ll e c ti o n s  from :

Fe de ra l fu nds..................................... -7 ,2 45 -7 ,2 45
25 .00 U nob lig a te d  ba lanc e la p s in g ......... — . . . . . .

39 .00 Budget a u th o r it y ........................ 1,581 -267 1,3 14

Budget a u th o r it y :
40. 00  A p p ro p r ia ti o n ..................................... 1,581 -267 1,3 14
40 .0 0 Red uc tio n purs uant to  P u b lic

Law 96-5 26......................................... . . .  ! . . . . . .
40.01 A p p ro p ri a ti o n  re sc in ded (P u b li c

Law 96-3 04)....................................... - - - — . . .

43 .0 0 A p p ro p ri a ti o n  (a d ju s te d ) ............. 1,581 -267 1,314

R e la tio n  o f o b li g a ti o n s  to 1
o u tl a y s :

71 .0 0 O b lig a ti o n s  in c u rre d , n e t........... 1,581 i -267 1,3 14
72 .4 0 O b lig a te d  ba la nce , s ta r t  o f

y e a r ......................................................
i

381 + 13 394
74 .4 0 O b lig a te d  bala nce , end o f year. -  381 i -  26 -407
77 .0 0 Adjus tm en ts  in  exp ired  ac co un ts — —

90 .0 0 O u tl a ys , exc lu d in g  pay ra is e Tv5Z9 -2 78 1,301
91. 20  S uP F ays^P or^ c iv ili an  pay

ra is e  su pp lemen ta l 2 -2 -
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ST AND ARD FORM 304
m*« CONFUMra IM F ^ ’ATION CTTJTFRCjftiiMf No A—11. Revised 

904*10 )

OBJECT CLASSIFICATION (in thousands of  dollars)
198 2 1982 198 2Identif ication code

4 7 -0 1 0 4 -0 -1 -3 7 6 RE01IFST
PENDING

PRnpnSFD
AMENDMENTS

REVISFP
PFOIIFST

Personnel compensation:
11.1 Permanent positions ..... ....... .......  ......... 563 ■59 504

11.3 Positions other than permanent____ ___ 33 -3 3

Total personnel compensation................ 596 -9 2 5^ 4

Personnel benefits:
12.1 Civ ilian.................................. 54 * 6 48

21.0 Travel and transportation of persons..... 25 - 2 2321 .0 Motor Poo l 1 ___ 122.0 Transportation o f things........................ 42 . . . 4223.1 Standa rd  Level User Charge..........
2 3 .2  Rent, communications , and utili ties............

24.0 Printing and reproduction................... 487

61

25.0 Other services ................................................. 277 -1 67 n o
26.0 Supplies and materials........................... ........

W-0 Lands and ................

6

T o ta l D ir e c t  O b li g a t io n s 1, 581 -2 67 1 ,3 14
T o ta l R e im burs ab le  O b li g a t io n s 7 ,2 4 5 . . . 7 ,2 45

99.0 Total obligations_____________________ 8 ,8 2 6 -2 67 8 ,5 5 9
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»<• 300
Ju ),  IMA B w w u af Uw BtxKX 
CRniM, N«.  A -l l.  Bo , M l. CONSUMER INFORMATION CENTER 

P ers onne l Summary

198 2 1982 1982
IdectlAoUtoc code

4 7 -0 1 0 4 -0 -1 -3 7 6
REQUEST; 
PENDING

PROPOSED
AMEMD“ FNTS

REVISED
REOI.'EST

T o ta l numb er o f  f u l l - t im e  pe rm an en t 
p o s i t io n s ................................................................... 19 19

T o ta l co m pe ns able w o rk y e a rs :
F u l l- t im e  e q u iv a le n t  em plo ym ent.  . . . 22 -  5 17
F u l l- t im e  e q u iv a le n t  o f  o v e r ti m e  and 

h o li d a y  h o u rs .................................................... 0 (0 )
Av er ag e GS g ra d e .................................................... 11 .4 2 — 11.4 2
Ave rage  GS s a la r y .................................................... 131 ,6 38 $ -2 ,0 0 6 $29 ,6 32

STANDARD  FORM 306

CONSIMER IN F W W ’TON CPWER

DETAIL OF PERMANENT POSITIONS
1982 1982 198 2

REQUEST
PFNDTMG

PROPOSED
AMFNPMFNTS

REVISED
RFOUFST

G S /3 4 -1 5 ................................................................
1
2

1
GS/G M-14 .............................................................. 2G S/O 4- 13 ..................................................... 4 4GS-1 2................................................................
GS-1 1................................................................ . : : : 4

3
G S-9 .............................................................. 1 . __ 1
G S-7 ..................................................................... 1 . . . 1
G S-6 .............................................................. 1 . . . 1
G S-5 ....................................................... 2 . . . 2G S-4 ................................................ . . . . . .

T o ta l perm anent p o s i t io n s ........................ 19 — 19

U n f i l le d  p o s i t io n s ,  en d o f  y e a r ................. . . . -3 -3

T b ta l pe rm anent em plo ym ent,  e r r i o f  
y e a r ....................................................................... 19 -3 16— ——

 

 





W IT N E S S E S

Page
Badger, Col. F. C .......................................................................................................... 1
Brewer, G. C.................................................................................................................. 93
Connell, Lawrence....................................................................................................... 311
Costanzo, R. J ................................................................................................................ 37
Dalton,  J.  H ................................................................................................................... 145
Denny, J . A ................................................................................................................... 347
Dillon, R. M..................................................................................  93
DiPrete, A. A ................................................................................................................ 145
Early , W. B., J r ............................................................................................................. 69
Fair , R. I ...........................................    145
Floyd, W. F .................................................................................................................... 93
Gra nt, R. H.................................................................................................................... 145
Holloway, Adm. J. L., I l l ............................................................................................. 1
Kaplan, Marsh al l......................................................................................................... 145
King, Maj. J.  P ..............................................................................................................  37
Lapidus, Leonard.......................................................................................................... 311
Lucero, J . P ................................................................................................................... 347
McLaughlin, J.  J ..........................................................................................................  401
Miller, D. S .................................................................................................................... 93
Moran,  Col. C. L ...........................................................................................................  1
Nasif, T .N ..................................................................................................................... 69
Peterson,  D. F ............................................................................................................... 69
Peterson,  Dr. K. A ....................................................................................................... 347
Petrocci,  R. L ................................................................................................................ 145
Pett is, R. J ..................................................................................................................... 37
Rafus, R. W., J r ............................................................................................................ 347
Ryan, Col. W. E., J r ..................................................................................................... 1
Sander, Jo hn ................................................................................................................. 311
Smith, Col. A. B.........................................................................................................„. 37
Smith, J. L..................................................................................................................... 37
Stiness, W. P ................................................................................................................. 347
Taylor, L. D ................................................................................................................... 145
Towell, P au l.................................................................................................................. 37
Vaug han,  D. A., J r ....................................................................................................... 145

(i)





IN D E X

Page
American Battle Monuments Commission.........................................................  1-35

Benefits for former personnel.......................................................................  15-16
Budget justi ficat ions .....................................................................................  19-35
Corozal American Cemetery .......................................................................... 12-13
Currency exchange rat es ...............................................................................  10-11
Frequency of vandalism.................................................................................  10
General s tatemen t..........................................................................................  5-7
Honolulu Memoria l........................................................................................  4-5
Initial 1982 budget submission......................................................................  11-12
Memorial to the  AEF and General Persh ing................................................  8-10
National Memorial Cemetery of the Pacif ic.................................................  2-3
Personnel authorizations..............................................................................  13-14
Personnel benefi ts.........................................................................................  14-15
Personnel manning levels..............................................................................  3-4
Statem ent by Admiral Holloway.................................................................... 3
Status of Agreement with P ana ma............................................................... 16-17
Supply requirements......................................................................................  14
Use of foreign nationals .................................................................................  18

Cemeterial Expenses, Department o f the Army................................................  37-67
Amphitheater  rehabilitation.........................................................................  39-40
Appropriation decreases.................................................................................  46
Budget justi ficat ion.......................................................................................  52-67
Budget request to OMB................................................................................. 41-43
Construction projects ....................................................................................  48-49
Equipment......................................................................................................  48
General s tate ment.........................................................................................  38-39
Hiring freeze.................................................................................................. 50-51
Landscape Columbarium a rea......................................................................  45-46
Language changes.........................................................................................  43-44
Obligations....................................................................................................  44-45
Personnel benefits.........................................................................................  46-47
Personnel spaces............................................................................................ 47-48
Reprograming................................................................................................  40
Revised justifications supplemental for pay inc rea se..................................  47
Unobl igated balance.....................................................................................  40-41
Warehouse design........................................................................................... 45

Consumer Inform ation  C enter...........................................................................  69-92
Advertising contract ......................................................................................  74
Budget justif ication.......................................................................................  80-92
Congressional dis tribu tion..................................  78
Consumer inqu iries ........................................................................................  76

(iii)



Consumer Info rmatio n Cente r—Contin ued  Page
Consumer materi als  in other langua ges ........................................................... 77
Consumer s urv eys ..................................................................................................77-78
Current method of fun ding .................................................................................  71
Distr ibution cost of f ree pub lica tion s................................................................ 72-74
Free  pub licat ions .................................................................................................. 78
Gene ral statem en t............................................................................................... 69-71
Increase in averag e g rade s.................................................................................  75
Miscellaneous inc reases .....................................................................................  75, 79
Par t-time emp loym ent........................................................................................  75-76
Postal ra tes...........................................................................................................  75
Postage  savings ..................................................................................................... 74
Program pr ior ity .................................................................................................. 71-72
Quali ty con tro l...................................................................................................... 77
Revised justi fica tion salaries  and employm ent................................................ 76-77
Step  increases .......................................................................................................  79

Federal Home Loan  Bank Bo ard........................................................................ 145-310
Actual versus  budgeted work ye ar s................................................................... 192
Administra tive and nonadm inis trat ive  ex penses........................................ 190-191
ADP serv ice s........................................................................................................  197
Apparent increase in cost of custodial serv ice............................................. 182-183
Application of congressional reduction for 1981.......................................... 193-195
Biographical sketch of Joh n H. Da lton........................................................  145-146
Budget  just ific ation ......................................................................................... 202-310
Capi tal for housing versus sh el te r................................................................ 187-189
Commercial lea sing......................................................................................... 200-201
Community inve stment fu nd ............................................................................198-199
Cost of sa vin gs .....................................................................................................  176
Employee counseling servic es............................................................................. 198
Employment and promotion of women at the  B oard .................................. 184-185
Estim ated 1981 savings due to hir ing  freeze....................................................  192
Exam ination of mu tua l savings b anks .............................................................. 182
Federal financ ial ins titu tion s examination counci l.................................... 197-198
Federal Savings and Loan Insurance  C orp ora tion.......................................... 201
FSLIC special stu die s......................................................................................  201-202
Gene ral statem en t...........................................................................................  147-174
Housing em phasis by savings ins titu tions will c on tin ue ................................ 189
Housing f inance  review..................................................................................  196-197
Housing s ta rt s....................................................................................................... 175
Impact on savings and loan indust ry of Public Law 96-221 ..................... 177-178
Income from assessme nts and exam inat ion fees.............................................. 192
Increased pay co sts.............................................................................................. 193
Infla tion ary impact of new mortgage instr um en ts..................................... 178-179
Inte rface of bank board  w ith Federal Reserve Bo ard..................................... 186
Inter sta te bra nchin g............................................................................................ 180
Liquid ity of savings and loan indu st ry ............................................................. 183
Long-distance c all s.......................................................................................... 195-196
New mortgage ins tru me nt ac tiv ity ............................................................... 179-180
News-gather ing serv ices ...................................................................................... 198
Office of In ter na l Review and Compliance....................................................... 200
Personnel Man agem ent Office posi tions........................................................... 199
Planning and  Man agem ent Coordination Office.............................................. 200



V

Fed era l Home Loan  Bank Board—Cont inued Pa «e
Pri nt ing  cos ts........................................................................................................  196
Savings and loan indu stry  profi tab ilit y........................................................ 175-176
SES bonuse s........................................................................................................... 199
Simplification of regul ations ...............................................................................  179
Small  save rs tax dedu ction .................................................................................. 187
Special studie s....................................................................................................... 198
Targ eted  advances pro gra m................................................................................ 182
Tax withholdin g by savings i ns tit ut ions ............................................................ 186
Ter min al re n ta l....................................................................................................  196
Tra ining of  Sta te exam ine rs...........................................................................  180-182
Tre nd in savings and loan merge rs ...................................................................  199
Work yea r s hortfall ..............................................................................................  195

Nat ional Credit Union Ad mi nis tra tio n...............................................................  311-340
Admin istrativ e expenses................................................................................. 315-316
Borrowing au thor ity ........................................................................................ 316-317
Budget  jus tif ica tion.......................................................................................... 320-340
CLF membership .............................................................................................  314-315
Credit lim ita tio n..............................................................................................  317-318
Deregula tion.....................................................................................................  312-314
Emergency borrow ing........................................................................................... 318
Federal  Financing Ba nk .................................................................................. 318-319
General  s ta temen t............................................................................................ 311-312
Pre sident ial budget lim ita tio ns ..........................................................................  314
Revised ju sti fication .............................................................................................. 341

Nat ional Insti tut e of  Building Sc ien ces...............................................................  93-144
A State council for L ou isiana.............................................................................  142
Building energy perfo rmance stan da rd s....................................................... 136-137
Building fir es ....................................................................................................  139-140
Consultative counc il.............................................................................................. 137
Energy con servat ion ........................................................................................ 142-143
Federal  agency use of  NIBS services .................................................................. 132
Gen eral  s ta te m en t.............................................................................................  93-131
Measures  of  success.......................................................................................... 138-139
NIBS appropriat ions vs. au thor iza tio n.......................................................... 141-142
NIBS recommended regu lato ry morato riu m................................................ 140-141
NIBS s ta ff .............................................................................................................. 138
Rehabil itat ion  g uidelin es................................................................................ 143-144
Rehabil itat ion guidelines: An e xamp le.........................................................  133
Sta te and local c ha pters.................................................................................. 137-138
Sta te and local reg ula tions ............................................................................. 133-134
Sta te Home Builders Asso ciat ions..................................................................... 133
The Insti tu te ’s funding author iza tio n..........................................................  134-136

New York  City Loa n Guarantee Pr og ram........................................................  405-455
Appropr iation language ....................................................................................... 422
Budget justi fications........................................................................................ 427-435
Cap on medic aid ................................................................................................... 420
Capital imp rov em ent s.......................................................................................... 420
Con trac tual serv ices ......................................................................................... 425-426
Effects of budget freezes and red uctions....................................................... 424-425



VI

New York  City  Loan Guara nte e Pr og ram—Cont inued Page
Elimination of S tate’s sh are  of GRS.................................................................. 419
Fiscal year 1983 admin istrativ e expenses..................................................... 422-423
Fund raising ab ili ty ............................................................................................. 420
Future moni toring e ffor t....................................................................................  423
General statem en t...........................................................................................  405-416
Impac t of budgetary reduct ions..................................................................... 419-420
Impac t of Fede ral budget redu ctio ns............................................................  418-419
Loan guarantee  fees...................................................................................   425
NYC balanced b udget..........................................................................................  418
Pay Act Su ppleme ntal—1981.............................................................................. 425
Pension  costs.................................................................................................... 421-422
Plans for r ema ining loan guaran tee s...........................................................  417-418
Program staffing lev els ....................  417
Revised just ific ations......................................................................................  436-441
Staffing leve ls................................................................................................... 423-424
Total accu mulated  d efi cit ..............................................................................  420-421
Unobligated balance lapsed—1980..................................................................... 423

Office of Revenue Sh ar in g...................................................................................  347-403
Absorption of pay increase .................................................................................  359
Additional fund ing req uest.................................................................................  354
Appropriat ion for general revenue sh ar in g.....................................................  355
Audi t r equ ireme nts .............................................................................................. 355
Budget j ust ific atio ns....................................................................................... 365-383
Civil Rights Division s taf f level .......................................................................... 363
Civil Rights enforcement resp ons ibil ities.........................................................  362
Costs of au dit requ ire men t............................................................................  360-361
Current em plo ym ent........................................................................................... 358
Deletion of State ’s s ha re .....................................................................................  360
Details from o the r agen cies ................................................................................  363
Effects of a dm inistration’s freezes and redu cti on s.......................................... 360
General statem en t........................................................................................... 348-353
Levitas am en dm en t.............................................................................................  354
Management in iti at ives .................................................................................  362-363
Non-Federal oth er serv ices .................................................................................  359
Number of SES pos itions....................................................................................  358
Public par ticipat ion req uir em ents................................................................  355-356
Reagan budget cu ts .................................................................................  356, 363-364
Reductions to g eneral reve nue sh ar in g............................................................. 354
Revised jus tifi cat ion s......................................................................................  384-403
Revised rules  and reg ula tions............................................................................  355
SES bonuses ..........................................................................................................  358
Travel cos ts......................................................................................................  358-359
Unobligated  lapsing ba lan ce ..............................................................................  357
Waivers to  aud it req uir em en t.......................................................................  361-362

o






		Superintendent of Documents
	2019-05-10T09:58:09-0400
	US GPO, Washington, DC 20401
	Superintendent of Documents
	GPO attests that this document has not been altered since it was disseminated by GPO




