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COMPTROLLER GENERAL OF THE UNITED STATES
W ASHINGTON, D.G. 1048

B-114871 s b
The Honorable Rohert E. Barnett

-.Chairman, Becard of Directors .
Federzl Deposit Insurance Corporation 196

Dea- Mr. Earnett:

We have examined the finoncial statements of the Feoersl
Deposit Insurance Corporatiocn for the year ended December 31,
1975, Our zafit, reaquired ty the Federal Deposit Insurance
Act (12 U.S.C. 10.)7), was nede 1n accordence with genervelly
accepted auditing standards and, with the excepticn orf bank
examination reports, included such tests of the accounting
records and cther auditing procedures as we cousiderod
necessary. In our examinaticon we relied, to the extent pos-
sible, on the work of the Corporation's Financial Audit
Branch.

This report is submittea according to the aareement
reached between the Gencral Acccunting Office.and the Cor-
poration on September 24, 1975. This audit completes the
transition reavired to chanue the audit cycle from a [iscel
vear to a calendar year. The report wiil be included as an
appendix to our report to the Conqress on the examination
of the calendar year 1976 financial statemencs.

The financial statements do not show an estimate of
the lisbility which the Corporation way incur because of
future bank failures. :

As in orior audits, we couvld not fully discharae our
audit responsibilitie under the Federasl Deposit Insurance
Act because we did not have unrestricted access to examina-
tion reports, files, and other reccords relating to insured
banks except {or theé records of closed banks., Therefore,
we could not determine (1) whether bank examinations were
of sufficient scone and reliability to identify 21l banks
thet should lhiave been clessified az problem ban's, (2)
whether the Corpcration ha? taken coffective followup ac-
tion on bank examiners' findinas, and (3} the siygrificence
of any possible adverse effect of problem banks on the
Corporation's “inancial positicn.

For these r.asons we cannot express an overall opinion
on the accompanyira financial statuments for calender year
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1875. However,; in our opinion, the individusl amounts zhown
in the financial statements are fairly stated =z f Decem=

ame
i s 0
ber 31, 187 and for the year then ended, in contormity
ap 1i

’
1y ccepted accounting pr1nc1plﬂs

As vou know, we have been aranted access to the bank
examination reports of the Corporaticn, as well as the Pod-
eral Reserve Board and the Comptroller of the Currency, for
purposes of responding to a congressional request for a
study of the effectiveness of Federal bank supervisicn.
This study is separate from cur review ¢f the financial
statements of the Corporation. It is estimated that this
study will be completed in December 1876.

We have recomxaczaded in prior reports to the Congress
that, to more effectlvely carry out our audit responsibil-
ity, the Federal Deposit Insutance Act be amended to clarify
our authority to have access to all exewination reports,
files, and other records of the Corporation. CQur position
on this matter remains unchanged.

Sincerely yours, e

//;E;%?.5&3‘1?721_"

ACTING Comptroller General
of the United States
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SCHEDULZ

FEDERAL DEPOSIT INSURANCE CONPORATION

COMPARATIVE STATEMENT OF PINANCIAL CONDITION -

DECEMBER 31, 1975, AND DECEMAER 31, 1974

1ASSETS
CASH

0.S. GOVERBMENT SECURITIES:
Securities at amortized
cost (notee ] and 4)

Accrued interest receivable

ASSETS ACQUIRED IN RECEIVER-
SAIP AND DEPOSIT ASSUHPTIOH
TRANSACTIONS:

Subtrogated claims of
depositore against closed
insured banks

Het insured halances of
_depositore in closed
insured banks to ove
subrogated when paid, 3ee
related liagbility

Bguity in assets acquired
under agreements with
insvred banks (note 5)

Corpuration purchages

Less resrrves for losses

Notes purchaged to facili-~
tate depoeit assumption:
Principal (note 6)
Accrued interest
i receivable

2SSISTANCE TO OPERATING INSURED
' BANKS:

Principal ‘note 7)
b Accrued interest receivable

JLAND AND OFFICZ BUILDING, le=s
1 g@epreclation on building

4 {note 1}

3MISCBLLANBOUS ASSETL

d Total assets (note 2)

December 31, 1975 __bo.umher 31, 1974

(000 onitted)
g 17,359 ~ § 18,857

$6,366,090 §5,874,374
106.204  6,.72,294  ___91,868 5,966,241

65,686 53,644
900 993
1,790,443 2,113,341
L 4,477 4,809
1,861,506 ' 2,172,497

213,150 1,648,356 183,743 1,986,754
163,000 158,060

3,518 166,518 3,445 161,445
37,000 17,000

. 1. 37,001 - 1 »7,001

6,688 6,824

—164% A e 822
8,379,861 o $8,177,751

! The nnteavfollowing schedule 4 are an integrai ,s.: ~f thig stetamers.
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LIA4ILITIRS AND DEPOBIT
IRBURANCE PUND

ACCOUNTS PAYASLE AND ACCRUED
LIABILITIES

EARNPST HONEY, ESCROW PUNDS
AND COLLECTIONS HELD FOR
OTHERS

ACCRUZD AWNUAL LEAVE OF
EXPLOYEES

pUE INSURED BANED:
Het asesxssgnent income
credite:
Availahle July 1, 1875
Available July 1, 1976
Other .

LIABILITIES INCURRED IR
LECEIVERSEIP AXD DEPCSIT
ASSUHMPTION TRANSACTICKS:

Paderal Recerve Bank of
New ¥ork indebtedness:
Hotes payable
heocrued interest payable
{note 8) ’

NET INSURED BALARWKCE OF DEPOSI-
TORS IN CLOSED INSURFD BANKS--
See_related asset

Total liahilities
(noteg 2 and 3)

DEPOSIT INSURANCE PURD, net
income accumulated since
inception (sch. 2)

Totel liabilities
and deposit in~
surance fund:

pecember 31, 1%75

-

SCHEDUL

&1
pt

C

December 31, 1774

{000 caitted)

$ 4,053 § 4,494
2,137 1,630
3,359 : 2,979

3 265,433

$ 362.428

1,098 363,526  __ 4,831 290,264

1,125,000 1,723,000
134,847 1,259,847 30,291 1,753,29)
900 303
1,633,822 2,053,561
#,716,035 5,124,190
$8,349,861 $9,177,7381

|
!
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SCHEDULE 2 .o i . . SCHEDULE 2. . -

FPEDERAL DEPCSIT INSURANCE CORPORATION

~

__ COMPRRATIVE STATEMENT OF INCOME AND DEPOSIT IMSURANCE PUND

CALENDAR YEARS ENDED DECEHMBER 31, 1975, AND DECEMBPR 31, 1974
. 1975 . 1974
(000 omitted)

INCOME: . i .
Deposit insurance asgessments:
Assesidents earned during
the year (note 1) $640,515 $587,322
Less net assessment in-
come ccedits to lasured
banks : 362,304 $ 278,611 285,420 $ 301,902
Adjustments of asgsewg-
ments earned in prior

years ' 318 44
278,929 303,946
Net income from U.S, Goveru-
ment securities 354,355 ’ 357,648
less adiustment to securities :

" income-~prinr yeare (note 9) T .- ) "394,355 1845 257,4¢2
Interest on capital notes 15,729 -
Other income 304 8,634

Total income - ) B9,3(8 - ’ 668,052

EYXPENSES AND LJUSSES:
Administrative and operating
ex g enses ’ 67,688 58,214
Provision for insurance losses:
Applicable to banks
assisted in the current )
year 32,577 5,625
Adjustmentso applicable to
banks assisted in prior
years -4,958 27,619 92,238 97,863

4
Nonrecoverable insurance ex-
penses incurred to protect .
depositors--net » o 2g152- e 2,11

Total expenses and
losseg 97,458 155,188

HEZ INCOME--ADDITION TO fHB.DEPOSIT
IHSUKANCE FUND FOR THE YEAK 591,849 508,854

‘DEPOSIT TNSURANCE FUHNHD, at the
beginning >f the year 6,124,190 5,515,336

DEPOSIT INSURANCE FUND, at the end
of the year--net income accumu-
lated sin-e inception $6,716,039 $6,124,150

Tne notes following schedule 4 are an irtegral part of this statement.
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"SCHEDULE 3 SCHEDULE 3

. FENDERAL DEPOSIT INSURANCE CORPORATION

STATEMENT OF CHANGES IN PINANCIAL POSITION

CALENDAR YEAR ENDED DECEMBER 31, 1955
Amount
(000 omitted)
FUNDS PROVIDED BY: . » ‘
$ 278,929

Net dep051t insurance asspssments

Income rfrom U.S. Governmeiit securities, less amortized
net discounts

Maturities and sezles of U.S. Government securities,
including exchanges of long-term securities

Collections oun assets acquired in receivership ard

300,558
"1,723,97¢

deposit assumption transactions 733,855
Increase in assessment credits due banks 73,262
Income from capital notes 15,720

Total funde provided $3,216,20¢0
FUNDS APPLIED TN:
Administrative, operating and insurance expenses S

less miscellaneous credits 69,400
Acquisitions of assets in receivership and depﬁsx*

assumption transactions 321,596
Purchase of U.S5. Government securities, including

<xchanges of long-term securities 2,211,895
Net change in other assets and liabilities ' 13,409

Total ‘funds applied $3,216,300
prei = Ao ermaaer e

ANALYSIS OF NET CHANGE IN OTHER ASSETS AND LIABILITIES

Increase or

1975 1974 decrcase ()
Assets:
: Cash $ 17,359 $ 18,857 $-1,498
! Accrued interesc¢ receivable 106,204 91,868 - 14,336
; Other assetr, 1,645 628 1,037
i : 125,208 111,353 13,855
i Less liabilities: ’ _
i : Accounts payable 3,053 4,494 44
i Collections held ior cthers 2,137 1,630 -567
4 Accrued arnual leave __3,359 2,979 __=3880
3 : ' .
i 9,549 _. 9,103 -446
o .
} Net change in other assets:
: and liabilities $115,659 $1G2,250 513,403

i .
i The notes following schedule 4 are an integral part ¢f this statement.
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SCHEDULE 4 SCHEDULE .

FEDERAL DEPOSIT INSURANCE CORPORATION

FROM INCEPTION TO DRECEMBER 31, 1875

Amount
(000 ecmitted)

INCOME:

Insurance assessmnents $8,695,711
Less net asgessment income credits ) 4,086,24

Net insurance assessments 4,039,463
Income from U.S. Government cecurities 3,631,374

Otner operating income (principally
intercs’. and allowabl~e return from
de:posit insvrance assumption and

receiverchip cases) _ 46.537
Total income _ 7,711,374
EXPENSE AND LOSSES:

Adaninistrative and operating expenses 660,622
Deposit insurance losscs and expenses © 254,151

Interest paid to the Secretary of the
Treasury on recired capital stock __.80,5¢€2
Total expenses and losses : 995,335

DEPGSIT INSURANCE FUND, W
ACCUMULATED SINCE IMNCEP

3

36 716, 039

The notes following echﬂdule 4 are an integral part of this
statement.
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ACCOUNTING POLICIT

FEDSRAL INSURANCE CCRPORATION
cCOTROTES TO THE FINANCIAL STATEMENTS

-

a.

Securitiez--U.S. Government securities are presenced
at amortized cost which is the purchaoe price of the
securities less the amortized oremium or plus the
amor:zized discouunt. Az of December 31, 1975, amor-
tized prpmiums amounted to $6,488,358 and amortized
discounts $13,763,350. °rc niums and discounts are
amortlaed cn a Caily straight-line bhasis from the
date of acynisition to the date of maturity. Net
income from U.S. Government securities represents
the total ¢f interest income carnced less preomium

LA A AV p N Ln\—CLCJM
plus discount amortization for the year.

Deposit insurance assecssments--Tne Corporation
as£288.75 insu.ed Lanks at the rate of 1/12 of 1 per-~
cent 2ach vear on the bank's average deposzit liabil-
it less certain amortized exclusions and deductions,
Assessments are due in advance for a o-month period
and v*edxted to ir.ome when earned each month.
Sizty-six and two-thirds percent of the Corporation’
net assessment income for the pricr calendar year is
mad¢ availabie each July 1 to insured banks in the
form of a prorated credit against the current assess-—
ments due.

Depreciation~-~The otfice building is
a straight-line ktasis at the rute of
year cver a 5U-year escimated life.

tures, and eaquipment are ftully depr:
time of acquisition.

drpreciated on
2 percent each
Furniture, fix-
‘ated at the

rhese statements:

Do not irnclude aécountauility for tiae acc ts an
liabilities of the closed insured hanks for whlhh
thae Co"hﬁraﬂoh artc ag receiver or liguidating
agent.

Include transactions reflected in unaudited col-

iection and disbursement reports from the i1iquida-
tor of Franklin Mational Bank fo the last guarter
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Legal actiors pendin¢ against the Corworation on
December 31, 1975, involved an estimated pntential
liability of $1,942 m:llion. 1In the opinion of the
Corror«tion's Gencral Counsel, these actions, arising
essentially from litigation involving closed bark
activities, may result in recoveries against the Cor-
peration of $17 million. This esti.at .d loss hus pbeen
pruvided for in these statements.

The securities had a face value of $6,376,176,570, a
cust cf $6,358,00€6,191, and 4 market value of
$3,481,691,9563 at December 31, 197s5.

Equity in assets acguired under agreements with insured
banks totaled $1.790 billion. ©9f this total cpproxi-
mately $1.125 billion repvesents equity in aswets pc-
quired as a result of *he closing of Franklin dational
Bank on Octcber 8, 1974.

Notes purchased tn facilitate deposit asusumption:

Crocker Nitional Corporation,

San Fraiwcisco, fCalifornia S 50,000,000
Southern Bancorpcration, Inc., :

Greerv.1lle, South Cavolina 8,400,000
Europea:.~American Bank and Trust

Co., New York, New York 100,000,600
Clearing Bank, Chicago, Illinois 1,500,000
Marine Nationzl Exchange Bank, :

Milwaukee, Wisco-sin 3,500,000

$163,000,500

Assistance to coperating insured banks:

Bank uf.the Commonwealth,

Detroit, Michigan $35,500,000
Unity Bank and Trust Company, ‘
Boston, Massachusetts 1,500,000

$37,000,000
Accrued interest payable of . $134.8 million rcepresents
interest for 450 days at the rate of 7.52 percent simple
interest per annum on the unpaid principal amount due on
Franklin National Bank's indebuedness to tLii» Federal
Reserve Bank of New York. Ttls amount ia rubiject to
adjustment for certain out-of-pocket expenses the Cor-
poration incurred as provided for in the Agreement of
Sale. - : :
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