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COMPTROLLER GENERAL'S 
REPORT TO THE CONGRESS 

DIGEST ------ 

WHY THE EXAMINATION WAS MADE 

The Government Corporation Control 
Act requires GAO to examine flnan- 
clal statements of the insurance 
operations of the Federal Housing 
Admlnlstratlon (FHA) and to report 
results to the Congress. 

This year's examlnatlon, as In the 
past, was made In accordance with 
generally accepted auditing stand- 
ards and Included tests of the 
accounting records and other pro- 
cedures considered necessary 

OPINION ON FINANCIAL STATEMENTS 

The financial statements of FHA 
pertaining to Insurance operations 
present fairly 1ts financial posi- 
tion at June 30, 1972, and the 
results of its operations and 
source and application of its 
funds for the fiscal year then 
ended, in conformity with gen- 
erally accepted accounting pnn- 
clples applied on a basis conslst- 
ent with that of the preceding 
year and with applicable Federal 
laws. 

OTHER MATTERS OF INTEREST 

In fiscal year 1972 the four FHA 
insurance funds acquired 53,397 

Tear Sheet Upon removal the report 
cover date should be noted hereon 
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small homes and 167 multifamily 
properties in the settlement of 
mortgage insurance claims During 
the fiscal year FHA sold 30,762 
small homes and 38 multifamIly 
properties. 

Thus the FHA inventory of acquired 
properties increased by 22,764 
propertles, and total Inventory at 
June 30, 1972, was 58,480 propertles, 
57,706 of which were small homes 
and 774 of which were multifamily 
propertles. (See p 3 ) 

At June 30, 1972, insurance re- 
serves of the four funds available 
to settle mortgage insurance claims 
totaled $1,630.3 mllllon The 
estimated reserve requirements 
actuarially determlned by FHA on 
what it considered the most conserv- 
ative basis--that IS, the range of 
probablllty of future losses and 
related expenses that might be in- 
curred in the event of a slgmfi- 
cant economic depression--amounted 
to $3,091 million 

This resulted in a net estimated 
reserve defl CI ency of $1,460.7 
million. The $1,460 7 million 
net estimated reserve deficiency 
comprised 

--estimated reserve deficiencies of 
$927 1 mllllon for the General 
Insurance Fund and $748 4 million 



for the Special Risk Insurance 
Fund and 

--estimated excess reserves of 
$205 2 mllllon for the Mutual 
Mortgage Insurance Fund and 
$9.6 m~lllon for the Coopera- 
tlve Management Housing Insur- 
ance Fund. (See pp 5 to 15 ) 

The Special Risk Insurance Fund 
was created by the Congress to 
insure mortgages which finance 

--homes purchased by low-income 
families who are asslsted with 
their mortgage payments by FHA, 

--homes purchased by low- and 
moderate-income families who, 
because of the nature of their 
credit histories or irregular 
Income patterns, could not 
qualify for mortgage insurance 
under other FHA insurance pro- 
grams, and 

--the repair, rehabilitation, con- 
struction, or purchase of prop- 
erty located in older, declining 
urban areas where eligibility 
requirements for mortgage insur- 
ance could not be satisfied under 
other FHA insurance programs. 

The Special Risk Insurance Fund was 
not expected to be actuarially 
sound, and specific statutory 

authority was made for approprla- 
tions to cover losses in excess of 
those which can be met by the 
fund's Insurance reserve How- 
ever, such appropriations have not 
been made. 

Losses exceeding $117 million have 
been sustalned by the Special Risk 
Insurance Fund. To obtain funds 
for the payment of mortgage lnsur- 
ante benefits, the AssIstant 
Secretary-Commissioner, FHA, bor- 
rowed $196 million from the U.S. 
Treasury during fiscal year 1972, 
which increased the amount borrowed 
for this fund to $282 mllllon 

RECOMMENDATIO7vS OR SUGGESTIONS 

This report contains no recommenda- 
tions or suggestions 

MATTERS FOR CONSIDERATION 
BY THE CONGRESS 

This report 1s submitted to the 
Congress, as required by the Gov- 
ernment Corporation Control Act, 
to show results of GAO's annual 
examination of FHA's financial 
statements pertaining to its in- 
surance operations and other 
matters deemed necessary to in- 
form the Congress of the opera- 
tions and financial condition of 
FHA. 
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CHAPTER 1 

INTRODUCTION 

The Federal Housing Admlnlstratlon (FHA), created by 
the President on JLne 30, 1934, under authority of the Na- 
tional Housing Act (12 U.S.C. 1701 et seq.), 1s a noncorporate 
business-type agency made subJect to the Government Corpora- 
tion Control Act by the Houslng Act of 1948. The prlnclpal 
purposes of FHA are to improve home-financing practices, to 
act as a stablllzlng influence In the mortgage field, to 
encourage improvements in housing standards and condltlons, 
to facllltate homeownershlp, to ald In the ellmlnatlon of 
slums and bllghted condltlons, and to prevent the deterlora- 
tlon of resldentlal properties. 

FHA 1s headed by the Asslstant Secretary for Housing 
Production and Mortgage Credit-FHA Commlssloner, Department 
of Houslng and Urban Development (HUD), who 1s appointed by 
the Secretary of HUD. 

For admlnlstratlve purposes HUD has divided the Unlted 
States Into 10 regions In which are located the area and 
insuring offices that have the responslblllty for wrltlng 
all forms of FHA insurance required in their respective 
Jurisdictions, except in New York State, where the writing 
of Insurance on multlfamlly property 1s centralized in one 
office. 

FHA admlnlsters mortgage insurance programs under which 
lendlng lnstltutlons (mortgagees) are insured against loss 
in flnanclng first mortgages on various types of houslng and 
on loans which finance property alterations, repairs, and/or 
improvements. 

Most of the Insurance written by FHA covers mortgages 
on small homes (one to four famllles) and on multlfamlly 
houslng properties. From inception in 1934 to June 30, 1972, 
FHA wrote about $171 bllllon of insurance, of which about 
$86 bllllon was in force at the latter date. 

The mortgage insurance function gives rise to Insurance 
claims by mortgagees who, because of mortgage defaults, have 
acquired the propertles pledged to secure the FHA-Insured 
mortgages. In the settlement of claims, title to the 
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propertles 1s conveyed to 
another FHA function, the 
properties. A summary of 
years 1970-72 follows. 

FHA. This actlon gives rise to 
maintenance and sale of acquired 
FHA’s property actlvlty for fiscal 

1972 
Multl- 

Fiscal year 
1971 

Multl- 
1970 

Multi- 

Small 
homes 

Number on 
hand at 
beglnnlng 
of fiscal 
year 35,071 

Sales 30,762 
Acqulsltlons 53,397 

Increase or 
reduc- 
tlon(-) In 
number on 
hand 22,635 

Number on 
hand at 
end of 
f Iscal 
year 57.706 

family 
prop- 

erties 

645 

38 
167 

Small 
homes 

family family 
prop - Small prop- 

ertles homes ertles 

24,811 

24,980 
35,240 

571 23,318 

40 25,200 
114 26,693 

10,260 

35,071 645 24,811 

FHA also admlnlsters a number of programs that do not 

64 
47 

Involve mortgage insurance, and, therefore, FHA does not 
commingle the flnanclal results of these operations with the 
results of its mortgage insurance actlvitles, Separate fi- 
nancial statements covering the nonmortgage insurance programs 
are prepared by FHA but are not included in thrs report, 
which covers FHA’s insurance operations. 
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CHAPTER 2 

COMMENTS ON FINANCIAL STATEMENTS 

RESERVES 

Total reserves 

FHA lnsulance programs are conducted under four 
Insurance funds authorized by the National Houslng Act The 
funds are the Mutual Mortgage Insurance Fund (MMIF), the 
General Insurance Fund (GIF), the Cooperative Management 
Houslng Insurance Fund (CMHIF) , and the Special Risk Insur- 
ance Fund (SRIF) . 

The lnsulance funds are revolving funds which are used 
for carrying out the insurance operations of speclflc sec- 
tions of the act. The funds are credited with fees, preml- 
urns, and investment income and are charged with debenture in- 
terest, admlnlstratlve expenses, and insurance losses. Pro- 
vision 1s made for estimated future losses on acquired prop- 
erties, mortgage notes, and notes for property Improvement 
loans. The accumulated differences between the income of the 
funds and expenses, losses, and provlslon for estimated fu- 
ture losses are considered to be the insurance reserves 
available to cover future insurance losses and admlnlstratlve 
expenses. The financial posltlon of each fund at June 30, 
1972, 1s shown on the combined balance sheet. (See sch. 3.) 

At June 30, 1972, the total insurance reserves amounted 
to $1,630.3 mllllon. An analysis of the respective lnsur- 
ante reserve balances and the sources of these balances 
follows. 

Total 
insur ante 
reserves 

Small Mult ifamlly 
homes propert le s 

Property 
improvement 

loans 

(millions) 

MMIF $1,659.2 $1,659.2 $ - $ - 
GIF 63.3 -63.0 19.6 106.7 
CMHIF 24.9 24.9 
SRIF -117.1 -119.0 1.7 .2 

$1,630.3 $1.477.2 $46.2 $106.9 
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Reserve reauirements 

FHA estimated the reserves required to settle insurance 
claims that might be presented by insured mortgagees under 
the $86 billion of insurance in force on June 30, 1972, on 
the basis of actuarial studies of the risks underwritten. 
An estimate of the reserve requirements is made annually. 

Estimated reserve requirements are affected principally 
by the amount of insurance in force. An increase in the 
volume of new mortgage insurance increases the estimated re- 
serve requirements because the insured mortgage balances are 
at their highest level at inception of the insurance. As 
the mortgages age and balances are reduced, the reserve re- 
quirements decrease. Thus, the longer the insurance is in 
force, the lower the reserve requirements become 

FHA considers that a noteworthy difference exists In 
the bases on which life insurance and other insurance com- 
panies establish their insurance reserve requirements and 
on which FHA establishes its insurance funds’ estimated re- 
serve requirements. Insurance companies generally consider 
reserve requirements in determining not only their solvency 
but also the amount of sukplus funds that may be available 
for distribution to policyholders or stockholders. 

In the case of life insurance companies, mortality 
experience has been well established and the expected 
mortality- -one of the maJor elements in the valuation of 
reserve requirements --can be predicted reasonably well 
Consequently the reserve requirements of life insurance com- 
panies can be determined with a fair degree of accuracy. 

FHA considers that its estimated reserves are to pro- 
vide for future losses and related expenses which will be, 
in large part, contingent upon adverse economic conditions 
which are not readily predictable. Therefore, FHA has 
established its reserve requirements on what it considers 
to be the most conservative basis--that is, the range of 
probability of future losses and related expenses that 
might be incurred if an economic reversal were to develop 
immediately. 

Thus FHA insurance funds’ estimated reserve require- 
ments are designed as a measure of the losses and expenses 
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that may result from such a contingency and not as a measure 
of solvency of the funds according to its accepted meaning 
In the underwriting of conventional insurance risks. 

FHA considers that a balance status for a fund exists 
when its insurance reserves-- accumulated retained earnings-- 
are equal to, or greater than, the estimated reserve requlre- 
ments and that, when a balance status 1s attained, the fund 
has sufficient resources to meet such future Insurance 
losses and related expenses as might be expected within the 
range of probablllty. 

At June 30, 1972, FHA’s estimated insurance funds t 
reserve requirements amounted to $3,091 mllllon. At the 
same date FHA’s total Insurance reserves, as shown on the 
combined balance sheets (see schs. 1 and 3), amounted to 
$1,630.3 million, which resulted in a total estimated re- 
serve deficiency of $1,460.7 mllllon in the Insurance re- 
serves for meeting estimated reserve requirements. 

The following tabulation shows the estimated reserve 
requirements, the insurance reserves, and the estimated re- 
serve deficlencles at June 30 for each of the past 5 years. 

Fiscal 
ye ar 

Estimated 
reserve 

requirements 
Insurance 
reserves 

Es tlmated 
reserve 

deflclencles 

(millions) 

1968 $1,875.4 $1,260.3 $ 615.1 
1969 2,041.2 1,394.3 646.9 
1970 - 2,275.S 1,571.3 704.2 
1971 2,699.2 1,698.g 1,000.3 
19 72 3,091.o 1,630.3 1,460.7 

FHA attributes the increases In the estimated reserve 
deficlencles to a comblnatlon of factors, such as (1) the 
increased estimated reserve requirements, because of new 
insurance written and the large proportion of mortgages 
having long maturities and high loan-value ratios (higher 
risk mortgages), and (2) actuarially estimated increases in 
Insurance losses. 
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The adequacy of the insurance reserves of 
$1,630.3 mllllon will be contingent upon the amount of 
Insurance claims that FHA may be required to pay to Insured 
mortgagees because of defaults in mortgage payments by mort- 
gagors. Conce lvab ly , the Insurance reserves could be to- 
tally expended and an actual reserve deflclency could develop 
If an unusually large number of mortgage defaults should 
occur. However, whether the actual reserve deflclency would 
reach the estimated reserve deflclency of $1,460.7 mllllon 
is not predictable. 

Comments on the insurance reserves of the four funds 
follow* 

Mutual Mortgage Insurance Fund 

MMIF was established under authority of section 202 of 
the Natlonal Housing Act. Under this fund only mortgages 
which finance the purchase of small homes are Insured. At 
June 30, 1972, the total reserve of MMIF, as shown on the 
combined balance sheet (see sch. 3)) amounted to 
$1,659.2 mllllon and consisted of a statutory reserve of 
$204.1 mllllon and an insurance reserve of $1,455.1 million. 
The MMIF reserve of $1,659.2 million 1s included In the 
total reserves of $1,630.3 million shown on the combined 
balance sheets. FHA records showed that no insurance claims 
by mortgagees were pending applicable to the MMIF reserve at 
June 30, 1972. 

Section 205 of the act authorized the establishment of 
a General Surplus Account and a Partlclpatlng Reserve 
Account’ in MMIF and provided that both accounts were to be 
available to meet losses arising from MMIF insurance in 
force. Section 205 also authorized the Assistant Secretary- 
Commlssloner to allocate the Income or loss from operations 
in any semiannual period to either or both accounts and to 
distribute a share of the Partlclpating Reserve Account to 
mortgagors after the mortgage loans insured by MMIF have 
been paid, however, the mortgagors do not have any vested 
rights In the account. 

‘Shown In the MMIF sectlon of the combined balance sheet 
(see sch. 3) as insurance reserve and statutory reserve, 
respectively. 



Section 205 of the act also required that the 
allocation of the income or loss and the distribution 
from the Participating Reserve Account be made in such 
manner and amount as to be in accord with sound actuarial 
and accounting practices. 

The net income of MMIF for the fiscal year ended 
June 30, 1972, amounted to $136.3 million. Of this amount, 
$78 7 million was allocated to the Participating Reserve 
Account and $57.6 million to the General Surplus Account. 

FHA estimated that at June 30, 1972, the balance in 
the General Surplus Account and in the Partlclpating Reserve 
Account, when combined, would exceed the estimated reserve 
requirements by $205.2 million. The estimated financial 
position of the General Surplus Account and the Participat- 
ing Reserve Account in relation to the estimated reserve 
requirement formed the basis for the allocation of the 
$78.7 million to the Participating Reserve Account. Dis- 
tribution to mortgagors from the Participating Reserve Ac- 
count in fiscal year 1972 were $9.8 million compared with 
$3.8 million in fiscal year 1971. 

From fiscal year 1960 until fiscal year 1971, the 
estimated reserve requirement for MMIF exceeded MMIF re- 
serves. However, beginning in fiscal year 1967, the re- 
lationship between MMIF reserves and the estimated reserve 
requirement started to improve; by the end of fiscal year 
1972, MMIF reserves exceeded the estimated reserve requlre- 
ment by $205.2 million. The estimated excess reserve of 
$205.2 million at June 30, 1972, is included in the 
$1,460.7 mill ion estimated reserve deficiency discussed in 
the preceding section of this report., The following tabula- 
tion shows the available reserves, the estimated reserve 
requirement, and the estimated reserve deficiency or excess 
at June 30 for each of the past 5 years. 

Estimated 
General Partlclpating ES tlmated 

Fiscal Surplus 
reserve 

Reserve Total reserve 
year Account Account 

dcflclcncy 
reserves rcqulrement or ewc5s I-) 

(mllllons) 

1968 $ 918 6 $124 1 7 1969 $1,042 1,057 0 $1,297 1 $254 4 
119 6 1,176 6 2 1970 131 6 1,224 2 1,368 
110 

0 
2 1 0 1971 1,340 1,393 8 1,414 73 

135 1 1,528 9 8 1972 1,455 1,452 -76 1 1 204 
1 1,659 2 1,454 0 -205 2 
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General Insurance Fund 

GPF was established on August 10, 1965, under the 
authority of section 519 of the National Housmg Act and 
was directed to carry out the mortgage insurance programs 
authorized by a number of sections of the NatIonal Housing 
Act. As a result GIF insures a mixed assortment of mort- 
gage insurance risks, including some high-risk insurance 
programs that might have been made part of SRIF if it had 
existed when these programs were enacted. 

GIF insures mortgages and notes which finance the pur- 
chase, construct ion, and/or improvement of small homes, 
multifamily property, nonresidential property, and commer- 
cial or farm structures. The insurance reserve of GIF, 
totaling $63.3 million (see sch. 3), IS included in the 
total reserves of $1,630.3 mxlllon shown on the June 30, 
1972, combined balance sheets. At December 31, 1972, the 
insurance reserve amounted to $3.2 mllllon, a decrease of 
$60 .l mllllon since June 30, 1972. 

FHA records showed that claims pending against the 
$63.3 mllllon GIF reserve but not accepted by FHA at 
June 30, 1972, amounted to $73.3 mllllon. Therefore, the 
GIF reserve at June 30, 1972, was not sufficient to meet 
insurance claims pending acceptance. 

The estimated reserve requirement has exceeded the In- 
surance reserve since inception of the fund in August 1965. 
The estimated reserve deficiency of $927.1 million at 
June 30, 1972, 1s part of the total $1,460.7 million estl- 
mated reserve deflclency discussed in a preceding section 
of this report The following tabulation shows the estl- 
mated reserve requirement, the insurance reserve, and the 
estimated reserve deficiency at June 30 for each of the 
past 5 years. 

Fiscal 
year 

Estimated reserve Insurance Estimated reserve 
requrrement reserve deflclency 

(mllllons) 

1968 $556.0 $204.1 $351.9 
1969 631.3 195.5 435 8 
1970 699.3 208.5 490 8 
1971 829 .O 171.6 657.4 
1972 990 4 63.3 927.1 
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During fiscal year 1972, the Assistant Secretary- 
Commissioner, FHA, borrowed $246 million from the U.S. 
Treasury for GIF, which increased the amount borrowed to 
$383 million. The borrowed funds had not been repaid at 
June 30, 1972. 

The ultimate reserve deficiency that might develop 
could exceed the $927.1 million estimate, if large-scale 
mortgage defaults occur --an event which would necessitate 
the outlay of large sums to settle the resultant claims for 
the unpaid balance of defaulted mortgages. In such settle- 
ments the properties that secured the defaulted mortgages 
are acquired by FHA. In fiscal year 1972, 13,171 properties 
and notes were acquired as compared with 8,346 in fiscal 
year 1971 According to FHA records, acquisitions in fiscal 
year 1973 are continuing at the prior year’s pace. 

Cooperative Management Housing Insurance Fund 

CMHIF was established on August 10, 1965, under au- 
thority of section 213 of the National Housing Act Under 
CMHIF mortgages are insured which finance the purchase, 
construction, and/or rehabilitation of multifamily coopera- 
t ive hous lng property. Also insured are supplementary loans 
which finance improvements and/or repairs of multifamily co- 
operative housing property or which provide funds for neces- 
sary community facllitles. 
which total $24.9 million, 

The insurance reserves of CMHIF, 
are included in the total re- 

serves of $1,630.3 million shown on the combined balance 
sheets. (See schs. 1 and 3.) FHA records showed that no 
insurance claims by mortgagees were pending applicable to 
the CMHIF reserve at June 30, 1972. 

Section 213(l) of the act authorized the establishment 
of a General Surplus Account and a Participating Reserve 
Account1 in CMHIF and authorized the Assistant Secretary- 
Commissioner to allocate the income or loss from operations 
in any semiannual period to either or both accounts. The 
act also authorizes the Assistant Secretary-Commissioner to 
distribute a share of the Participating Reserve Account to 
mortgagors after the mortgages insured by CMHIF have been 

‘Shown in the CMHIF section of the combined balance sheet 
(see sch. 3) as insurance reserve and statutory reserve, 
respect lvely , 
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paid and at such times prior to payment as he may determine; 
however, the mortgagors do not have any vested rights in 
the account. 

The act requires that the allocation of the income or 
loss and the dlstrlbutlon from the Participating Reserve 
Account be made in such manner and amount as to be in accord 
with sound actuarial and accounting practices. 

Both the General Surplus Account and the Participating 
Reserve Account are available to meet losses arising from 
the CMHIF insurance in force. CMHIF realized income of 
$5.4 million from operations in fiscal year 1972. Of this 
amount, $4.5 million was allocated to the Participating Re- 
serve Account and $0.9 million to the General Surplus Ac- 
count. In addition, $3 million was transferred to the 
Participating Reserve Account from the General Surplus Ac- 
count because the balance in the latter account had accumu- 
lated to an amount that exceeded the estimated reserve 
requirement. 

The following tabulation shows the available reserves, 
the estimated reserve requirement, and the estimated re- 
serve deficiency or excess at June 30 for each of the past 
5 years 

Fiscal 
ye ar 

1968 
1969 
1970 
1971 
1972 

Partici- Es tlmated Es tlmated 
pating General reserve reserve de- 
Reserve Surplus Total require- ficiency or 
Account Account reserves ment excess (-) 

(millions) 

$ - $13.5 $13.5 $22.3 $8.8 
2.5 20.4 22.9 21.1 -1.8 
41 21.6 25.7 19.1 -6.6 
6.0 19 5 25.5 17 5 -8.0 
7.5 17.4 24.9 15.3 -9.6 

Special Risk Insurance Fund 

SRIF was established by FHA on August 1, 1968, under 
authority of section 238(b) of the National Housing Act, 
as amended Under this fund, mortgages are insured which 
finance (1) homes purchased by low-income families that are 
assisted with their mortgage payments by FHA, (2) homes 
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purchased by low- and moderate-Income famllles that, because 
of the nature of their credit histories or irregular income 
patterns, could not qualify for mortgage insurance under 
other FHA insurance programs, and (3) the repair, rehablll- 
tat ion, construction, or purchase of property located In 
older, declining urban areas in which conditions are such 
that ellglblllty requirements for mortgage insurance could 
not be satisfied under other FHA insurance programs. 

Section 238(b) provides that SRIF be funded with a 
$5 million advance from GIF and that the advance be repaid 
at such times and at such rates of interest as the Secretary 
of HUD deems appropriate. The Housing and Urban Development 
Act of 1969 (1’2 U.S.C. 171Sz-3(b)) authorized the Secretary 
to fund SRIF with advances from GIF in amounts that the 
Secretary may determine necessary up to a total sum of 
$20 million. At June 30, 1972, $20 mllllon had been advanced 
by GIF. 

The Congress did not intend that SRIF be actuarially 
sound because approprlatlons to cover losses sustained by 
the fund were authorized by sectlon 238(b) of the act; how- 
ever, the Congress had not appropriated funds for this pur- 
pose. Substantial losses have been sustained by SRIF, and 
to obtain funds for the payment of mortgage insurance bene- 
fits, the Assistant Secretary-Commlssloner, FHA, borrowed 
$196 mllllon from the U.S. Treasury during fiscal year 1972, 
which increased the amount borrowed to $282 mllllon. The 
borrowed funds had not been repaid at June 30, 1972. 

The following tabulation shows the estimated reserve 
requirement, the deficit in the insurance reserve, and the 
estimated reserve deficiency at June 30, 1972, and at the 
close of the 3 preceding fiscal years. 

Fiscal Estimated reserve Insurance Es tlmated reserve 
year requirement r es erve deflclency 

(millions) 
1969 $ 20.6 $ a.7 $ 21 3 
1970 143.0 -3.1 146.1 
1971 399.9 -27.1 427 0 
1972 631.3 -117.1 748.4 
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The ultimate reserve deflclency that may develop could 
conceivably exceed the estimated $748.4 mllllon If large- 
scale mortgage defaults occur--an event which would neces- 
sitate the outlay of large sums to settle the resultant 
claims for unpaid balances of defaulted mortgages. In such 
settlements the propertles that secured the defaulted mort- 
gages are acquired by FHA. Acqulsltlons in fiscal year 1972, 
applicable to SRIF, amounted to 18,980 properties, In fls- 
cal year 1971, 6,870 properties were acquired, and, according 
to FHA records, acqulsltlons were contlnulng at a high rate 
in fiscal year 1973. 

FHA records showed also that at June 30, 1972, claims 
amounting to $20.4 mllllon were pendlng against the SRIF In- 
surance reserve but had not yet been accepted for payment by 
FHA. 
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SIGNIFICANT CHANGES IN BALANCES 
FROM PRIOR YEAR 

Assets 

Accounts receivable 

The total accounts receivable, as shown in the combined 
balance sheets (see schs. 1 and 3), amounted to $94.2 mllllon 
at June 30, 1972, an increase of $39.4 mllllon from the total 
accounts receivable of $54.8 mllllon at June 30, 1971. In- 
creases totaling $44.6 mllllon included $10.1 million from 
insurance premiums, $34.1 mllllon from the sale of Secretary- 
held properties, and $0.4 mllllon from the sale of Secretary- 
held mortgages. The increase of $44.6 mllllon was offset by 
decreases totaling $5.2 mllllon, including $4.6 mllllon which 
had resulted from decreased insurance fees and a mlscellane- 
ous decrease of $0.6 mllllon. 

Investments in U.S. Government securities 

The investments in U.S. Government securities at amor- 
tized cost, as shown in the combined balance sheets (see 
schs. 1 and 3), amounted to $1,292 mllllon at June 30, 1972, 
an increase of $114.5 mllllon from the $1,177.5 mllllon in 
investments at June 30, 1971. The increase in investments 
1s attributable to the increase of $116.2 mllllon in holdings 
by MMIF offset by decreases totaling $1.7 million in the 
holdings of CMHIF and GIF. 

Acquired property--at cost 
plus net expenses to date 

The amount of $1,131.3 million for acquired property, 
as shown In the combined balance sheets (see schs. 1 and 3), 
was $380 mllllon more than the amount at the close of the 
prior year. A comparison of changes in the acquired property 
lnventorles during fiscal years 1972 and 1971 follows. 
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Acquired property inven- 
tory at beglnnlng of 
fiscal year 

Acquls ltlons 968.7 607.7 
Sales 588.7 457.2 

Increase In inventory 380.0 150.5 

Fiscal year 
1972 1971 

(millions) 

$ 751.3 $600.8 

Acquired property lnven- 
tory at end of fiscal 
year $1,131.3 $751.3 

An analysis of the Increases of $361 mllllon In acqulsl- 
taons and $131.5 mllllon in sales from the prior fiscal year 
1s shown by Insurance funds in the schedule that follows. 

Increases 
In 

acquisitions 

Increases 
in 

sales 

(millions) 

MMIF $ 92.2 $ 47.8 
GIF 88.7 8.2 
CMHIF .2 
SRIF 179.9 75.5 

$361.0 $131.5 

Defaulted mortgage notes--at cost 
plus net expenses to date 

The amount of $732.7 mllllon for defaulted mortgage 
notes, as shown In the combined balance sheets (see schs. 1 
and 3)) was $212.9 mllllon more than the amount at the close 
of the prior year. A comparison of the changes in the 
amount of mortgage notes on hand during fiscal years 1972 
and 1971 follows. 
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Defaulted mortgage notes--at cost 
plus net expenses--on hand at 
beglnnlng of fiscal year 

Acqulsltlons 
Sales and conversions 

Increase of mortgage notes on hand 

$519.8 $407.9 

265.3 153.2 
52.4 41.3 

212.9 111.9 

Defaulted mortgage notes--at cost 
plus net expenses--on hand at end 
of fiscal year 

An analysis of the increase of 

$732.7 $519.8 

$112.1 million in ac- 
qulsltlons and $11.1 mllllon in sales from the prior fiscal 
year 1s shown by Insurance funds in the schedule that fol- 
lows. 

Fiscal year 
1972 1971 

(millions) 

Increase Increase 

decrei:e(-) 
or 

decrease(-) 
In in 

acqulsitlons sales 

(millions) 

MMIF $ -0.3 $ 0.1 
GIF 56.0 -8.0 

CMHIF 5 
SRIF 529 19.0 

$112.1 $11.1 

Allowances for estimated future losses 

The valuation reserves-- allowances for estimated future 
losses --provided by FJ3A at June 30, 1972, for mortgage notes 
and contracts for deed ($18.3 mllllon) and for acquired 
security or collateral ($666.1 mllllon) totaled $684.4 mll- 
lion, an increase of $237 mllllon from the amount of 
$447.4 mllllon at June 30, 1971. (See schs. 1 and 3.) 
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The Increase of $237 mllllon in the valuation reserves 
1s shown In schedules 2 and 4 under the caption “Increase(-) 
or decrease(+) In valuation allowances .I’ The $237 million 
consisted of the adjustments necessary to value the acquired 
properties and mortgage notes held by the four funds at 
June 30, 1972, at market prices and at amounts consldered 
to be collectible. The valuation allowances were increased 
for MMIF by $51 mllllon, GIF by $102.7 million, and SRIF by 
$83.9 mllllon and were decreased by $0.6 mllllon for CMHIF. 

The valuation allowances were based on (1) actual losses 
experienced on the sale of small-home propertles in fiscal 
year 1972, (2) losses antlclpated to be incurred in the 
sales of multlfamlly propertles on the basis of estimated 
sales prices, and (3) predetermined loss rates on certain 
other property. At June 30, 1971, the valuation reserves 
were increased by $98.7 mllllon, as shown In the statement 
of Income and expense. (See sch. 2.) 

Unapplied charges 

Unapplied charges amounted to $11.2 mllllon at June 30, 
1972 (see schs. 1 and 3)) and conslsted of amounts recorded 
In the unapplied charges account for expenditures incurred 
by MMIF, GIF, SRIF, and the Salarles and Expenses Fund in 
connection with onhand properties. Transfer of the unapplied 
charges to the records In which the cost of the respective 
properties 1s accumulated was pendlng at June 30, 1972. 

Llabllltles 

Accounts payable 

The amount of $304.4 mllllon for accounts payable, as 
shown In the combined balance sheets (see schs. 1 and 3)) 
was $185.5 mllllon more than the amount at the close of the 
prior year. 

The Increase of $185.5 mllllon comprised an increase 
of (1) $197.1 million ($26.7 mllllon to Government agencies 
and $170.4 mllllon to others) In the amounts due to mort- 
gagees for securities acquired by FHA in the settlement of 
mortgage Insurance claims and in sundry amounts due vendors 
and (2) $5.9 mllllon In the llablllty of MMIF partlclpa- 
tlons payable, The Increases were offset by a decrease of 
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$17.5 mllllon In the amounts payable for salaries and 
expenses. 

Debenture obllgatlons-- 
debentures issued and outstandIng 

Debentures Issued and outstanding at June 30, 1972, as 
shown in the combined balance sheets (see schs. 1 and 3)) 
amounted to $453.8 mllllon, compared with $486.5 mllllon at 
June 30, 1971, a decrease of $32.7 mllllon. 

During fiscal year 1972, debentures amountlng to 
$21.4 mllllon were issued in payment of insurance claims 
presented by Insured mortgagees because of defaults in mort- 
gage payments by mortgagors and debentures aggregating 
$54.1 mllllon were redeemed. 

Borrowings from U. S Treasury 

On October 13, 1971, the Assistant Secretary- 
Commissioner, FHA, and the Secretary of the Treasury ex- 
changed two notes dated November 25, 1970, which had been 
Issued by the former and’held by the latter, for two new 
notes dated October 13, 1971. The October 13, 1971, notes 
were “open end” notes, that is, notes that did not stipulate 
the dollar amount that could be advanced to either GIF or 
SRIF by the U.S. Treasury. The November 25, 1970, notes 
had provided for advances up to an aggregate amount of 
$200 mllllon for GIF and $100 mllllon for SRIF. 

Under the terms of the October 13, 1971, notes, each 
advance 1s to mature 15 years from the date of the advance 
and Interest on the unpaid balances 1s to be paid on June 30 
and December 31 of each year at a rate to be established by 
the Secretary of the Treasury. 

At June 30, 1972, GIF borrowings totaled $383 mllllon 
and SRIF borrowings totaled $282 mllllon--increases of 
$246 mllllon and $196 mllllon respectively, from June 30, 
1971. (See sch. 4.) 
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Income 

Total Income 

The total income of $563.7 million for fiscal year 
1972, as shown in the statements of income and expense (see 
schs. 2 and 4), was the combined income of the four lnsur- 
ante funds and was $61.6 mllllon more than the combined in- 
come of $502.1 mllllon in the preceding fiscal year. Each 
fund except CMHIF had more income in fiscal year 1972 than 
In the preceding fiscal year. MMIF increased by $22 million, 
GIF, $13.9 million, and SRIF, $25.8 million. The income of 
CMHIF decreased by $0.1 million. 

MMIF's increase of $22 mllllon resulted prlnclpally 
from Increases in revenue from insurance premiums of 
$16.7 mllllon and interest on U.S. Government securities of 
$10.3 million. The Increase in income was offset by decreases 
of $4.7 mllllon In fees and $0.3 mllllon in Income on settled 
properties. 

The decrease in fees occurred because 20,453 fewer 
mortgages were insured by MMIF in fiscal year 1972 than In 
the prior fiscal year. Although fewer mortgages were in- 
sured, the revenue from insurance premiums increased because 
the average principal amount of mortgages insured in fiscal 
year 1972 Increased by $1,050 from the average principal 
amount insured in fiscal year 1971. 

The $13.9 million income increase of GlF 1s the net 
effect of an increase of $13.7 mllllon in the revenue from 
insurance premiums augmented by a net addition of $0.2 mll- 
lion in revenue shown in the other GIF income accounts. 

CMHIF1s decrease in income of $0.1 million resulted 
principally from decreases In (1) interest on investments in 
U.S. Government securities, (2) fees and premiums, and 
(3) profit on the sale of securltles. 

SRIF's increased Income of $25.8 mllllon resulted 
prlnclpally from increases in (1) revenue from fees and in- 
surance premiums of $1.3 mllllon and $22.2 mllllon, respec- 
tively, and (2) interest of $2.3 mllllon earned on mortgage 
notes. 
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Although fewer mortgages were insured by SRIF in fiscal 
year 1972 than in the prior fiscal year, the average prlncl- 
pal mortgage balance insured for both small homes and multl- 
family housing properties increased by about $956 and 
$126,961, respectively. Consequently, fees and insurance 
premiums which are based on the mortgage prlnclpal balance 
increased. 

Expense 

The loss sustained on acquired security in fiscal year 
1972, as shown in the statements of Income and expense (see 
schs. 2 and 4), amounted to $157.3 mllllon, an increase of 
$70.7 mllllon from the loss of $86 6 mllllon sustaIned In 
the prior fiscal year. 

Of the $70.7 mllllon increase in the loss on acquired 
security, $63.2 mllllon was attributable to small-home sales. 
In fiscal year 1972, 30,762 small homes were sold, an In- 
crease of 5,782 from the 24,980 sold In the prior fiscal 
year. Also the average loss on the sale of a home In fiscal 
year 1972 was $5,178, an increase of $1,334 from the average 
loss of $3,844 in the prior fiscal year The remaining 
$7.5 mllllon was attributable to less total proflt on multi- 
family property sales, In fiscal year 1972, 38 multlfamlly 
proJects were sold, compared with 40 sold In fiscal year 
1971. The average profit on a sale in fiscal year 1972 de- 
creased to $51,688 from the average profit of $235,305 in 
the prior fiscal year. 

Interest on borrowings from 
U. S. Treasury 

The $23.7 mllllon interest on borrowings from the U.S. 
Treasury shown In the statements of Income and expense (see 
schs. 2 and 4) 1s $18.8 mllllon more than the $4.9 mllllon 
in the prior fiscal year. The $18.8 mllllon increase re- 
sulted from Increased borrowings by GIF and SRIF in fiscal 
year 1972. The GIF increase amounted to $246 mllllon, which 
brought the total borrowed at June 30, 1972, to $383 mllllon. 
The SRIF Increase amounted to $196 mllllon, which brought Its 
total to $282 mllllon. 

21 



SCOPE OF EXAMINATION 

We have examined FHA’s flnanczal statements pertalnlng 
to its insurance operations for the fiscal year ended June 30, 
1972. Our examination was made in accordance with generally 
accepted auditing standards and included such tests of the 
accounting records and such auditing procedures as we con- 
sidered necessary 1n the circumstances. 

HUD’s Office of WashIngton Operations and Special 
Projects, Office of Inspector General, performed two reviews 
during fiscal year 1972 relating to the actlvltles of two 
operating units of FHA. However, the scope of these reviews 
did not Include sufflclent work on FHA balance sheets or In- 
come and expense accounts for fiscal year 1972 gctlvltles 
to enable us to reduce our examlnatlon of these accounts. 
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CHAPTER 4 

OPINION ON FINANCIAL STATEMENTS 

The flnanclal statements, schedules 1 through 5, are 
the statements of FHA pertalnlng to its Insurance operations 
Schedule 5 1s based on the combined statement of source and 
appllcatlon of funds submitted by FHA to the Treasury Depart- 
ment. 

In our opinion, the accompanying financial statements 
(schs 1 through 5) present fairly the financial posltlon of 
FHA at June 30, 1972, and the results of its operations and 
source and appllcatlon of its funds for the fiscal year then 
ended, in conformity with generally accepted accounting 
prlnclples applied on a basis consistent with that of the 
preceding year and with applicable Federal laws. 
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FEDERAL HOUSING ADMINISTRATION 

CWWINISCCMFARATI"RRAlA~ESHEGT 

AS OF JUNE 30 lY72AW1971 

ASSETS 

CASH AW FUND BALWLES 

ACCOUNl’S RBXIVABIS 
F**S 
RealhIM 
Sale of Secretary-held properties 
Sale of Secretary-held mrtSaSes 
Other 
Advances to Special Risk Inawance Fund frolr 

General Insurance Fund 

Total accoullts receivable 

ACCRlW ASSEIS 
RemlW 
Interest on u 5 Government seCuritie8 
Interest on mrtgagc notes reeeimble 

Total accrued maeta 

IR=PNSTHENTS 
IJ 8 Governrant securitien at amortized cost (thrket value 

$1&2,122,66b at June 30, 1972 and $1,161,053,~ fit 
June 30, lP71)(note 1) 

Stock in rental and cooperative housiog corporatlena 181,6j3 shares 
at June 30, 1972, and 199,241 shares at June 30, 1971 at cost 

Total investments 

MXlWGE NOTES AM) CONtRACTS FOR DERD LQWAID RAIANCE 
Leas allmrmce for estimated future losses 

Net mortgage notes and eontracts for deed 

ACQUTRDI SEURITY OR COLIATERAL 
Aqulrsd property- at cost plus net expenaea to date 
Defaulted mrtgage notes--at cost plus net expenses to date 
Defaulted Title I notes- at unpaid principl balance 

Total cost of squired property and notes 

Leas principal leccverias on defaulted mrtSqe notes 

Lass udisbursed mortgage proceeds 

unrscovered cost 

Lam alloranee for eltimted future lames 

Net squired property and notea 

Other notes recelvuble 
Less allowance for eatimted future losses 

Net other notes receivable 

Net acquired semrity or ccLls.teml 

OlXERASSSTS 4El.D FOR THE ACCOUNT OF MXWJAGORS 

DK4PPLIED CHAROES 

Total asseta (note 2) 

The mtel on Page 36 are a" integral part of this statement 

z 22 
$ 131.989& $ 124,612,60$ 

4,173 a31 
27 761 352 
41 :g g 

353,426 

2o.OGo,coo 

94,203,115 

e 803 680 
11,103 611 

1,303,593 
38 500 

968,511 

20,OCo.oGo 

54,818,015 

156,398 541 143 235,066 
23,186 030 19 419,2aP 
25,872,591 18~50,337 

2O5.451,218 lao,RoL,dgl 

1,292,021,597 1 117 496,603 

205,900 224,920 

1,292.221,491 1.177r721.523 

2;;,;30,785 
09,946 

2;; g,;r;; 
210.820.839 262.530.309 

1,131,260,263 
1~~,6$,~62 

P 

1 910,199,111 

53,135&4 

253,304 

La56,809,%9 

665.854,532 

1.190,955,431 

266,419 
245,110 

21,309 

l,lyO,976,146 

2,192,911 

11,194,881 

93.205.663.223 

751,292,215 
5;; k;,;;" , 

I 317 866 921 

~3 869,330 
111,439 

1,268 886 152 

429.326.67" 

839.559,415 

;:;,;:t 

22,3cm 

839,501,775 

3.385.231 

$2,643,454.141 

$ 13,376.153 

-L fi29 Q9 
10 051 @I 
34 142 913 

430,160 
615 145 

13,163 415 
3 766 192 
7,722,260 

24,652,521 

114,524 99 

19,020 

114,505,97L 

Q&Q9 069 
406,539 

8,2g0,530 

379,%8,~8 
212,~7~,1% 

85,952 

592 932 1% 

4,R66,514 

141.965 

587 S23,817 

236,527.855 

351.395.962 

-991 

351.334.971 

592,320 

n.m,eal 

8562,209,076 



SCHEDULE: I 

Total aocounts w’ablr 

ACCRveD LlmILITlm I 
Interest on dobanturell 

304,449,9~ 

yA61.719 

TRUST AND DEPOSIT LIASILITIES 
Employees -oLl deductiona 

U S eatings bonda 
state taxes 

Deposits held for mortSaSors end leasees (i3Ot.e 7) 16,742 016 
Narneet mney on pending salea 40~278,333 
Excess proceeds or sale 3,207,640 

Total tmlt and deposi Jiabilitiea 60.227.9Rg 

DIRRPXD CRFJJITS 
Unearned premium income 
Unearned fee income 
Unapplied credits 

>9,6’&793 
926,-/m 

2,951,497 

Total deferred credita 63,519.ygl 

DRRRRWRE OBLIQkTIONS 
Deb&urea lsaued and outstanding 
Debentures authorized for isaue 
Debenture clalma in ~rOCe81 

453,770 200 
t;,223,E 

Total debenture obliSations 

OTRER LIAsTLITIES 

466,703,8OQ 

Reserve for foreclosure Costs--defaulted nwrtSaSe notea 
-1oye.s’ accrued annual leave (note 8) 

5,726 785 

Total other liabilities 5.726.782 

Total Uabilitiea 910,29O.o,21g 

RESERVLS AND BORROWINGS FROM U S TREASURY 

$ H&8,525 
771623,815 
31630,296 

2o,wo,cxo 

118.94.636 

10,680,930 

Incrsrls or 
Decrasar ( 1 

1n5,447.29q 

l,OlY.Pll 

86 303 P6,303 
57,oRo -51,cao 

1g$g; 

2,606:771 

36,376,518 53 038 

m,9fig 

23.340.947 36.RR7,tiZ 

52,842,825 
;g :,, 

WQQ,$~ 
92 2,223 :99; 

54,200,736 9.319,255 

406 517,700 
l,c43,1~ 

11~63.550 

498,724,350 32,020,550 

4,73J*361 
10,95@,R71 

15,694,252 

721.543.851 

991,404 
10,95P,P71 

Inmmnce Reserve- avnilabls for future losses and expenses (note 5) 

Statutory Reserve--for participation peyments and fitwe losses and expensea 
(note 5) 211,656,417 

1,418,716,587 
141,245,801 

5,551,6#+.495 

Tote.1 reaerwa 1.630,- 1,6y8,910,2% 

BORRCVIIQS PROM " S TREASURY (Note i)) 

Total reserves end borrntings from U S Treasury 

Total liabilities, reaerve~ and borrowinga from U S Tresswy 
(notes 3, 4, 5, 6, and 7) 

665.cuwx0 223,000,000 

2.295,373.O#1 1.921.910.2~ 

$3.205,663,22% 92,643,454.147 

68,537,292 

442,COC,OCO 

373,467,708 

$562,204,076 
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SCHEDULE 2 

I-DECAL HOUSINO ADMMIS-TRATIOII 
CammDCC#PARICPTYEm~OPItiCCHLA?m~E 

APD C&AffiES III INSuIullcE RFSERVES AHD SORRCWINOS 
FOR TIE FISCAL YEWS EliDm JURE 30, 1972 AND 1971 

8 68.350,141 
416,792,579 

74,888,236 

fibs net lncomc Y.8 distributed to the atatuto2y ad/or the insure.nce remrw by 
2l3 of the tW.ional Hou6in~ Act 

$1,557.664,495 
4.616,117 

-140,564,025 

$ -Wy5; 
'532 

10.958.871 

$ 71,610,281 
364,123,768 

64,6;fa; 

1,562:215 
182 494 

-Ti&g 

13;,g,g 

211:414'259 
86 628,912 

5 1'p; 

7,019 850 

0 1;; ‘m&&g 

2,m:ooo 
149,014 352 

)1,921,910.2% 9 373,462,708 

-553,046 

=ET&E 

26 765,039 
'$$J$ 

70'691,Lw 
1 891,217 

72 769 
146,830 

2,680,220 

57.1%,661 

1,698,155 
112,M3,842 

8 21,140,oOl 
56 347,252 

l,Mx),ocu 
7WW,253 

--$$2%3 

$ X6,478,755 
7,430&l 

-251,857 644 

the Assistant Secretary-Ccumi~aioner, HUD, Flu under authority of sw,ioas 205 and 
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PBDENAL gOUSIN0 ADNINISIRAl*O" 

comm MIANOE smw 

*NAlxs1s BY Frn 

AS OF JUNE 30 1972 

3,683 971 
16 016 c20 
19,198 340 

321 510 
53 493 

39.881.Y36 

120 934 695 
n ;:3,6af: 

3,3 

lkk.lT1.71~ 

406 060 
1 3?3 315 
7 -5 562 

lC, 950 
16 393 

2P,~,coo 

31.995.226 

1y 726 704 

?0,4".220 

40.213,924 

1,262 308 289 

194.100 

lpL,lOO 

18,353 655 
45ci.412 

268 302,112 
l7.fO5.756 

l7.863Jtl3 250.791.016 

370,955 w 

11,76?,670 

511 509 611 

602 341 540 

46&5,192 

382 725,071 

1,zw 120 

381 17 951 

lu.716.~ 

259,140.952 

26,280 
3'cTg 

3.lL 

259.144.136 

6.716.442 

$1.80~695.645 

1 161,1%,349 

52*370,4g 253.3 

1 lop 72 as9 

423.w9.407 

664.v3.1R2 

T,S 

1%12~ 

68L,Mll,307 

2,772,566 

2,496,632 

&yz59.",20~ 

llSSETS m 

CASH AN8 mm 2NANCES $ 137,989.356, 

32.m 

Lh2 12L 
132,oPh 

5d.450 

29 '13 309 

21,X0 

2'?.735.1@ 

2 ;I" 3:; 
3.7 

2.160.640 

4 652 124 

= 612 %4 

Total .ccount1 reeeinblc ~,203.115 

156 396,541 
:3 g cm 

5. 4597 

Tot*1 ~OSCrwd CllCta 205.457.216 

-- 

241 143 116 

1oa m 56P 

353 5<2 & 

16 39 

353 536 281 

117.3~.743 

22c,227.w 

13 325 113 

141 $73 

Tot*1 cost Of acpuircd proP&Y end 
Jw+.~C 1 910,199,117 

$3 183 140 

31ogp,1p33 

lOJ2b.251 

_10,124,25o 

-  

23F.2m.cW 

1.p90,lB) 

$3jco.364,616 



SCHEDULE 3 

d 
ewG698 

73.809 

81.616.54. 

9.112,hQ 

10 z F9 2@j60 
19,4y g5 

1%67g.o18 

2,939 WJ, 

S&l0 

31165.554 

a,914,2w 16,122 850 

llO.900 

16.233.750 

:: 9 2g 
3.164.767 

29.4usq 

43 c53 z 

2,3XW38 

45.787.664 

128 133 150 
p5,;590 

kh1,555,850 

10,083,251 

ll 552 es 
503 340 
77.953 

l2.139.l.l7 

8.9l4.200 

5Ja7,an 103.617 435.346 

612.732,121 19.068.224 135.5a2.573. 142.436.5& 

2@J 089 3% 

1.b55.169.668 

1.659.259.06~ 

63.269.082 

63.269882 

383.cao.cao 

7 567 ~22 

17.416.194 

24833,216 

117,1,8,35T 

n7.138.357 

2b.ooo.cco 

1,659.259,06~ 4b6.269.032 24.933.216 164.861&q 
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SCHEDULE 4 

FEDERAL HOUSING ADYINISTRATION 

CJIBIIW, STATMENT OF TNCDHE AND LTPeNSE 

AND CKAlYIEB XN INWPANCE RESERVES Al BORRWINCS 

ANRLYSIS BY PlMD 

FORTHEFISOALYEAR 2RDmJUllE 30,1972 

$ 68,35o,741 
416 792 579 

7: g; ;i; 
* , 

32:i: 

563.740,516 

d 31 253 970 
273,548 574 
73,481 485 

445 659 
11;,65; 

37 

178,622,407 

92,949,040 

347 243 
92 104,444 

286 Ml 
5,554,402 

16 ~5: 
35, 5 

191,292,857 

187,329,540 

4667% 
163 ~7,354 

73 :9 2; 
248 

i??%iwj 

27 130 
49 650 202 

1 341 718 

T-p&g 

t 1);: ;;; .Yo& 

q%J 

K 211,656,417 

$1 557 664 495 
h 616&7 

146 564,025 
3CoOCcO 

w 

p.630,373,~& 

$ 1;; s", m& 
, 

213,914 182 
q.824.787 

2c4 a9 395 

2 2w.o89,395 

51 393 782 097 
3 772,078 

5-l 615,493 

61.455,169,668 

$1,65s,25g,cdq 

$ 223,O'XWX 

f3ss!%i 

$2,295,373.004 

$ 

5 6,42 $55 t 

'532 

-3&y%; 

10,958,871 
'532 

7,46l,459 

58.257 

$ 4,616.~~ f 3.772.078 

1 21 -95 511 
92 462 808 

1530 
1 189 547 

114 584 
--21,153 

m 

43,112 851 
13 553 647 
18 292 431 

': G z3 

2 ;2; 
950 

3,283 

123.498,348 

7,942,303 

494 625 
53 165 839 

48 E 2 

m 

0 

B 

$2: E E 
S383.000,MX1 

) 446.269,082 

s 869,190 

3~226,068 

58,257 

9 2.415,131 

t 27,kPl 
4 030,RW 
1405 223 

83 

5.463,602 

230 755 

600 008 
132 537 

698.22fi 

_ k,765,376 

693 
667 31P 
26 985 

$ 6 081 015 
4 5C44C8 

q 

(7.567;m2 

5 
$2k,983.216 

$ 61 C67 

7.526 

t 

-85tie700 
10 141 IbO 

26 371,466 

37 413 
L57 255 

2 fib3 211 
_ 385.68R 

60,5hlr,R93 

4,4M,L31 

tG -664 631 
62 919 C&8 

i=i%% 

s 

-- 

---- 

= 2; ;;", y& 

@3,354,130 

3 117,138.357 

s_U7,138,357 

8 e6,ow,ow 

$+fi%%% 

9 164,861,64q 

$ 1,903 507 

263,818 

$ 1.639.63~ 
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401 6-71 lea 
8,W 510 
$ ;;;a; 

1v75a5 

lg 600 
1o.959.871 

447.421.214 

)1,0ll,161,12~ 

$ 21 380,oco 

220 $0 500 

314 512 
44?,000,ooO 

$ 684.635.42 

91.695.8~,801 

445 659 

111 651 
4.3'16 

378,622,406 

247.467.338 

$626.089.144 

$ 

170,509 5co 

)110.5o9,5oa 

$7%,599,244 

oeners1 
Insursnce 

Fund 

2: $2 
21,154 

115.556,045 

91 636,854 
7,802 021 
6,032 225 
2,131,115 
a 903 166 

19,6W 

116,431,841 

$231.98?,886 

A 20%61oo 

1 677 000 

314 572 
2~6.wo.000 

$268.951.612 

Ccopersti”c 
Hnnagcmcnt 

“0”Si”g 
l”surs”ce 

FUld 

82 

5,1163,&X 

51 385 

13 981 

3 

2 5,524,%6 

$ 413 900 

40 754 oco 

$49.167.900 

$54,6%,868 

12.503.790 

$l&602.260 

P 

1%,coo,coo 

$1%,004,ooo 

13W.64.260 

t 

t 

10,958.811 

10,958.871 

tiO,958,871 

B 

% 

$10,958.811 



SCHEDULE 5 

M”t”81 
MoOrtgage 
1nsuranee 

.mnd 

5 110 6oh,446 $ 
43 712 e,1 

$ 

230 15s 

600 009 

$ 

PP 50R 700 

10 141 160 

2 663 211 

13 553 641 
le 292 431 

950 

211 054 
e61 364 

3 413 
'157 255 

3,283 3t5,hRR 

'30.763 42,19,,4zl 224,046,126 5,2C5,100 

1 200 259 

436 831 797 

1 898 969 

331 9h 

177 179 

236 934 166 

lha 555 695 
14 010 573 

550 

419,501,011r 

5ao 

1.199,080.636 

15,eA5,188 

13?,14,u27 

4.347 

51,301,261,176 

43e,730,766 

9,824,787 

48,197.w 

3,772,07a 

5495,174,00$ 

$ 1 4% 150 
?a2 270 000 

17.059.081 

$300.825.~41 

5796.599.244 

154,RM 

~,020,4Cl 

49,7LO.480 402.3 

2,356,879 4,533 

$444,032,66Q $J,3kO,211 

1,200,258 339,'93,lsc 

9 ': t2 zi 

3,689.339 

f 5E,W,PR9 

*5w,945,55a 

h?,o95,134 

l&39 6ga 

$321231.179 

L 

21,9?3,64~ 

4.153,513 

t 'P,Ril2,514 

c 4 54 127 5w 
330 220 ow 

10.1*,125 

$ 344,5flE 

p,695,aw,eol 

21.97.647 

$ 21.023.64~ 

d 10.95am 54,6%,868 
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NOTES TO COMBINED BALANCE SHEETS 

JUNE 30. 1972 and 1971 

1 Investments include GNMA participation certificates in the amount of $133,647,230.34 
at June 30, 1972 and $133,427,945 02 at June 30, 1971 plus debentures of F?lA Insurance 
Funds in the amount of $60,387,400 00 at June 30, 1972 and $66,626,900.00 at June 30, 
1971 purchased as an investment by the Mutual Mortgage Insurance Fund 

2. The following items are not recorded in the assets 

(a) Properties and notes tendered by mortgagees but not accepted by FRA in the 
amount of $93,746,757.84 at June 30, 1972 and $33,692,598 39 at June 30, 
1971. 

(b) Accrued interest receivable--collection doubtCul--on defaulted Title I 
notes at June 30, 1972 and 1971 1972 1971 

On notes with principal balances $10,689,762 72 $9,941,190 02 
On notes with principal balances 

paid - interest due 1.634.279 99 906.198 64 
Total $12.324.0425 $10.847,388 66 

3 The following items are not recorded in the liabilities 

(4 

(b) 

(4 

(d) 

(4 

(0 

Unfilled orders in the amount of $211,814 63($81,079.20 furniture and equip- 
ment and $130,735 43 operating expenses) at June 30, 1972, 
$688,516.27 ($81,160 45 furniture and equipment and $607,355 82 operating 
expenses) at June 30, 1971. 

Unfilled orders and incompleted portion of contracts for property repairs 
in the amount of $20,443,515 21 at June 30, 1972 and $13,142,723 23 for 
incompleted portion of contracta for property repairs at June 30, 1971 

Contingent liability with respect to pending lawsuits in the amount of 
$621,923.00 at June 30, 1972 and $249,532 75 at June 30, 1971 

Pending claims on properties and notes tendered by mortgagees but not accepted 
by FHA in the amount of $93,746,757 84 at June 30, 1972 and $33,692,598 39 
at June 30, 1971 

Certificates of claim relating to properties and notes tendered by mort- 
gagees but not accepted by FIiA in the amount of $575,788 45 at June 30, 
1972 and $505,377 98 at June 30, 1971. 

Certificates of claim relating to acquired security on hand of $16,601,040 52 
at June 30, 1972 and $14,299,441 59 at June 30, 1971, 

4 The amount shown as “Borrowings from U. S. Treasury n includes $383,000,000 advanced to 
the General Insurance Fund and $282,000,000 advanced to the Special Risk Insurance Fund 

5 Residual of Reserves is equlty of the Government upon the liquidation of all claims and 
settlement of contractual obligations 

6. The maximum liability for outstending FRA insurance contracts in force at June 30, 1972 
and 1971 was 1972 1971 

Mortgage Insurance Programs $84,622,544,854 $76,831,198,764 
Modernization and Improvement 

Programs (Title I, section 2) 394.878.127 383.185.914 
Total $ 85.017.422.981 $77.214.384.678 
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7. The liabilittee shown for the “Deposits held for mortgagors and lessees” is net 
of escrow advances by FHA in the amount of $1,905,172.56 at June 30, 1972 and 
Q813,577.21 at June 30, 1971. 

8. The employees’ accrued annual leave account, amounting to $10,958,871.20 at 
June 30, 1972, was transferred to the Administrative Operations Fund of the 
Department of Housing and Urban Development, 

The FHA iin special circumstances is indemnified ag8inst 1088 on certain unwed mortiwxes 
and assigned mortgage notes up to $842,403.53 at June 30, 1972 and $901,579*77 at June Jo, 
lgn. 
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APPENDIX 

PRINCIPAL OFFICIALS OF THE 

DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT 

AND THE FEDERAL HOUSING ADMINISTRATION 

RESPONSIBLE FOR THE ACTIVITIES 

DISCUSSED IN THIS REPORT 

Tenure of office 
From To 

SECRETARY OF HOUSING AND URBAN 
DEVELOPMENT 

James T Lynn 
George W. Romney 

Feb. 1973 Present 
Jan. 1969 Jan. 1973 

ASSISTANT SECRETARY FOR HOUSING 
PRODUCTION AND MORTGAGE CREDIT- 
FEDERAL HOUSING COMMISSIONER 

Woodward Klngman (acting) Feb. 1973 Present 
Eugene A. Gulledge Oct. 1969 Jan. 19 73 

ASSISTANT COMMISSIONER FOR ADMINIS- 
TRATION 

Horace B. Bazan Jan. 1956 Present 

ASSISTANT COMMISSIONER- 
COMPTROLLER 

BenJamin C. Tyner (acting) 
Albert E Hampton 

Nov. 1972 Jan. 1973 
Feb. 1971 Nov. 1972 

DIRECTOR, OFFICE OF FINANCE AND 
ACCOUNTING 

John R. Kurellch (acting) Jan. 1973 Present 

DIRECTOR, MORTGAGE INSURANCE AC- 
COUNTING 

Beqamin C Tyner Jan. 1973 Present 

41 



Copies of this report are avatlable at a cost of $1 
from the U S General Accounting Office, Room 6417, 
441 G Street, N W , Washington, D C 20548 Orders 
should be accompanied by a check or money order 

I Please do not send cash 

When ordering a GAO report please use the B-Number, 
Date and Title, rf avallable, to expedite fllllng your I 
order 

Copies of GAO reports are provided wlthout charge to 
Members of Congress, congressional committee staff 
members, Government offrclals, news media, college 
Irbrarles, faculty members and students 
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