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To the President of the Senate and the 
Speaker of the House of Representatives 

This report presents the results of our review of the independent certi- 
fied public accountant’s audit of the Financing Corporation’s financial 
statements for the period August 28, 1987 (date of inception), through 
December 31, 1987. In the auditor’s opinion, the Financing Corporation’s 
statements are fairly presented. The independent auditor’s reports on 
the Corporation’s internal accounting controls and on its compliance 
with laws and regulations are also provided. 

The Financing Corporation is a mixed-ownership government corpora- 
tion chartered by the Federal Home Loan Bank Board pursuant to the 
Federal Savings and Loan Insurance Corporation Recapitalization Act of 
1987 (Title III of Public Law 100-86). The Financing Corporation’s sole 
purpose is to serve as a financing vehicle for recapitalizing the Federal 
Savings and Loan Insurance Corporation (FSLIC). To fulfill its purpose, 
the Financing Corporation is authorized to issue debentures, bonds, and 
other obligations, subject to limitations contained in the act, the net pro- 
ceeds of which it uses to purchase FSLIC capital stock and capital certifi- 
cates During 1987, the Financing Corporation issued three separate 
series of obligations in the aggregate principal amount of $1.2 billion. 

The Federal Home Loan Bank Board contracted with an independent 
certified public accounting firm, Deloitte Haskins and Sells, to perform a 
financial and compliance audit of the Financing Corporation’s 1987 
financial statements. The Government Corporation Control Act 
(31 U.S.C. 9105) requires the Comptroller General to audit the financial 
transactions of the Financing Corporation at least once every 3 years. 
To fulfill our audit responsibilities, avoid unnecessary duplication and 
expense, and make the most efficient use of our available resources, we 
reviewed the independent auditor’s work and reports. 

We conducted our review of the auditor’s work in accordance with gen- 
erally accepted government auditing standards. To determine the rea- ’ 
sonableness of the auditor’s work and the extent to which we could rely 
on it, we 

l reviewed the auditor’s approach and planning of the audit; 
l evaluated the qualifications and independence of the audit staff 

assigned; 
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B-229386 

. reviewed the financial statements and auditor’s reports to evaluate com- 
pliance with generally accepted accounting principles and generally 
accepted government auditing standards; and 

. reviewed the auditor’s working papers to determine (1) the nature, tim- 
ing, and extent of audit work performed, (2) the extent of audit quality 
control methods the auditor used, (3) whether a study and evaluation 
was conducted of the entity’s internal accounting controls, (4) whether 
the auditor tested transactions for compliance with applicable laws and 
regulations, and (5) whether the evidence in the working papers sup- 
ported the auditor’s opinion on the financial statements and internal 
accounting control and compliance reports. 

In the opinion of Deloitte Haskins and Sells, the Financing Corporation’s 
financial statements present fairly its financial position as of Decem- 
ber 31, 1987, the results of its operations, and the changes in its cash 
and short-term investments for the period August 28,1987, through 
December 31, 1987, in conformity with generally accepted accounting 
principles. Also, Deloitte Haskins and Sells’ reports to the Corporation 
on internal accounting controls and on compliance with laws and regula- 
tions did not disclose any material internal control weaknesses or non- 
compliance with laws and regulations. 

During our review, we found nothing to indicate that Deloitte Haskins 
and Sells’ opinion on the Financing Corporation’s 1987 financial state- 
ments is inappropriate or cannot be relied on. Nor did we find anything 
to indicate that the auditor’s reports on internal accounting controls and 
on compliance with laws and regulations were inappropriate or cannot 
be relied on. 

We believe that the financial statements, together with Deloitte Haskins 
and Sells’ opinion and our review of that work, provide the Congress 
with a dependable basis for overseeing the Financing Corporation’s 
financial position. This report presents the Financing Corporation’s 
financial statements and the auditor’s opinion thereon. 
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We are sending copies of this report to the Director of the Office of Man- 
agement and Budget, the Secretary of the Treasury, the Chairman.of the 
Federal Home Loan Bank Board, and the Board of Directors of the 
Financing Corporation. 

Charles A. Bowsher 
Comptroller General 
of the United States 
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Auditor’s Opinion 

Deloitte 
Haskins-Sells 

-- 
Subte 350 
1001 Pennsylvania Avenue. N.W 
Washington. D.C 20004-2505 
(202) 879-5600 
ITT Telex 4995732 

OPINlON OF INDEPENDENT PUBLIC ACCOUNTANTS 

We have exambed the brlrna sheet of the Fwdng Corpondoo as of Deecmbcr 31.1987 and the 
dated statemenu of opcd~pc ad of chrn8a in cash and short-term invcs~~~enu for the period from 
Augtut 28, 1987 (data of inception) through Deader 31. 1987. Our cxakrdon WY made in 
aaodana wirh geaedy accepted auditing standards and tbe sundards for handal and compliance 
audio contained in the Stanbdt far Adft of Gownvnmal mationr. Ragrams. Activities, and 
functtatu aa pnmulgated by the hup~oikr &aeral of the United States and, accordingly, induded such 
ueu of the acauadttg teawda ad such other auditiag procedures aa we axsidercd neccua~~ in the 
drarmrunar 

In our O$hioP such snaadai statements present ftiy the (Inlnd.l position of the Fiiancillg 
&rp~nko at D-bar 31. 1987 md the fauh of io opentio~~ and the chaaga in iu ash md shon- 
term iavutmcnu for the @od from Auw 28, 1987 through Deumbor 31, 1987, in confomhy with 
gatenlly aepted aamtuin~ pximipla 

Page 6 GAO/AFMD-HMl Pinancing Corporation 



Auditor’s Report on. hternal 
Aeeounting Controls 

Deloitte 
Haskins--Sells 

sLAte 350 
1001 Pennsylvania Avenue. NW 
WashIngton. D C 20004-2505 
(2021 879.5600 
ITT Telex 4995732 

Financing Corporation 
655 Fifteenth Street, N.W. 
Washington, D.C. 20005 

January 15. 1988 

Dear Sirs: 

We have examined the financial statements of the Financing 
Corporation (FICO) for the period August 28, 1967 (date of 
inception) through December 31, 1987 and have issued our report 
thereon dated January 15, 1968. As part of our examination, we made 
a study and evaluation of the system of internal accounting control 
of the Federal Home Loan Banks' Office of Finance, as it relates to 
FICO, to the extent we considered necessary to evaluate the system 
as required by generally accepted auditing standards and the 
standards for financial and compliance audits contained in the U.S. 
General Accounting Office mdards for Audit of Governmental 
mtions, Proarams. Activities. and Functrom . Our study and 
evaluation of the system of internal accounting control included the 
Office of Finance's significant control systems. We considered the 
following control systems to be significant: 

Cash balances 
Cash receipts 
Cash disbursements 
Payroll 
Investments and related investment income 
Discount notes 
Capital 
Electronic data processing as related to the above 

Our study of the system of internal accounting control included all 
of the control systems listed above and there were no significant 
control systems not evaluated. 

The purpose of our study and evaluation was to determine the nature, 
timing, and extent of the auditing procedures necessary for 
expressing an opinion on the financial statements referred to in the 
first paragraph above. Our study and evaluation was more limited 
than would be necessary to express an opinion on the system of 
internal accounting control taken as a whole. 
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Auditor'sReportonIntemal 
AccountingControls 

Federal Home Loan Bank Board January 15, 1988 2 

The observations reported herein should be considered in the context 
of the responsibility of management for establishing and maintaining 
a system of internal accounting control, the objectives of and 
inherent limitations on such a system, and the definition of a 
material weakness for purposes of this report, which are described 
in the Appendix to this report. 

Our study and evaluation made for the limited purpose described in 
the third paragraph above vould not necessarily disclose all 
material weaknesses in the system. Accordingly, we do not express 
an opinion on the system of internal accounting control of the 
Office of Finance taken as a whole. However, our study and 
evaluation disclosed no condition that we believe is a material 
weakness. 

Our examination did, however, disclose a condition that, although 
not considered by us to be a material weakness, is a weakness in 
internal accounting control for which corrective action might be 
taken. Such condition and our recosxnendation concerning it are 
presented in the accompanying Exhibit I. This condition was 
considered in determining the nature, timing, and extent of the 
audit tests to be applied in our examination of the 1987 financial 
statements of FICO. and this report does not affect our report dated 
January 15, 1988 on our examination. 

This report is intended solely for the use of FICO and its cognizant 
audit agency and should not be used for any other purpose. 

Yours truly, 
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Auditor'sReportonIntemal 
Accounting(3ntrol.s 

Federal Home Loan Bank Board January 15, 1988 

EXHIBIT I 

Observation: A financial audit of FICO is performed annually: 
however, an operational audit is not performed. An 
operational audit can provide additional assurance 
of the effectiveness of internal accounting control 
and other operational procedures for the activities 
of FICO. 

Recommendation: We recommend that the Office of Inspector General 
consider performing an operational audit of FICO. 

Page 9 GAO/AFMD-MMl Financing Corporatior 



Auditor'sReport onInternal 
AccountingControls 

APPENDIX 

NAL ACCOUNTING CONTROL AND THE DEFINITION OF A MATERI& 

The following comments concerning management's responsibility for 
internal accounting control, the objectives of and the inherent 
limitations on a system of internal accounting control, and the 
definition of a material weakness are excerpts from Statements on 
Auditing Standards of the American Institute of Certified Public 
Accountants. 

Management is responsible for establishing and maintaining a system 
of internal accounting control. In fulfilling this responsibility, 
estimates and judgments by management are required to assess the 
expected benefits and related costs of control procedures. 

The objectives of a System of internal accounting control are to 
provide management with reasonable, but not absolute, assurance that 
assets are safeguarded against loss from unauthorized use or 
disposition, and that transactions are executed in accordance vith 
management's autborisation and are recorded properly to permit the 
preparation of financial statements in accordance with generally 
accepted accounting principles. 

Because of inherent limitations in any system of internal accounting 
control, errors or irregularities nevertheless may occur and not be 
detected. Also, projection Of any evaluation of the system to 
future periods is subject to the risk that procedures may become 
inadequate because of changes in conditions or that the degree of 
compliance with the procedures may deteriorate. 

rial We- 

A material weakness, for the auditor's purpose, is a condition in 
which the specific control procedures, or the degree of compliance 
with them, do not, in the auditor's judgment, reduce to a relatively 
low level the risk that errors or irregularities in amounts that 
would be material in relation to the financial statements being 
audited may occur and not be detected within a timely period by 
employees in the normal course of performing their assigned 
functions. These criteria may be broader than those that may be 
appropriate for evaluating weaknesses in accounting control for 
management or other purposes. 
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Auditor’s Report on Compliance With Laws 
and Regulations 

Deloitte 
Haskins-Sells 

suite 350 
1001 Pennsylvania Avenue. N.W 
WashIngton. D C. 20004-2505 
(202) 879-5600 
ITT Telex 4995732 

The Financing Corporation 
Washington, D.C.: 

January 15, 1988 

We have examined the financial statements of the Financing 
Corporation (FICO) for the period August 28, 1987 (date of 
inception) through December 31, 198'7 and have issued our report 
thereon dated January 15, 1988. Our examination was made in 
accordance with generally accepted auditing standards and the 
standards for financial and compliance audits contained in the 

dards for Audit of Go . . vernmeptal Ora~zations. Proarams. 
A ctivities. md FunctioaS as promulgated by the Comptroller 
General of the United States and, accordingly, included such 
tests of the accounting records and such other auditing 
procedures as we considered necessary in the circumstances. 

As part of our examination we reviewed and tested, to the 
extent we considered necessary, compliance with the Section 302 
of the Federal Savings and Loan Recapitalization Act of 1987. 

In connection with our examination, we found that for the items 
tested FICO complied with the material terms and conditions of 
the laws and regulations referred to in the preceding 
paragraph. In addition, nothing came to our attention that 
caused us to believe that for the items not tested, FICO was 
not in compliance with the terms and conditions of the 
applicable laws and regulations referred to above in all 
material respects. 

This report is intended solely for the use of FICO and its 
cognizant audit agency and should not be used for any other 
purpose. 

Yours truly, 
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Financial Statements 

Balance Sheet 

Decemkr 31,19m 

ASSETS 

CAsh sod Short-Ten0 Invatmmu 
thleral opentiag aaouac ........................................................... 0 26.959,947 
Issuance and cwodial aunt ..-.............._...........................- ..... 77355 
Oerurd administrative aaunt ................................................... 48.198 

Total cash and &on-term invatmenu ........................ S 
Acaxma receivable-administntive axts ......................................... 
Segregstd Accouot Imatamu (Nota 2 atd 3) 

Nonintercs bearing ucurida ...................................................... S 1.908,054,000 
Noninterest bearing sccutitiu colhtcrak.ed/teuivablc ............ 85,OOO.OOO 

Total noniaterut bearing wuritia ............................. -. ............. 1,993,054$00 
Unaccrcted discount on nonintemt bearing securitia ._....._..... .. ( 1.838.629.880) 

Net investment in mmimerut bearing securities (apptoximatc 
market value 5172,849,ooo) .... . .............. _I.. ...... . ....... . .... . .... 

Conaaioo fees paid on Obligations (Notes 2 and 4) .-.. . . . . . .._.... .. 

xrr.u mm .. . ......... - -..........................-......-......- ... 

27.085.400 
5,988 

154.424,120 
7.461.223 

S 188.976.73 I 

LIABILITIES AND CAPITAL (DEFICIT) 
Lhhilitia 

Obligadotts (Note 4) ...... .._........_.I ... . ........................................ S I,2~,C!‘3O,OOCJ 
Discount oo Obligations (Notes 2 and 4) ........................... (l34cwJ3) 

Net Obligatiotu ._........._.................-.....-.......-...-......-..........- . ..- 
Aumxd interest payable ott Obligations.. ................................... 
accounts payable-bond issuamx asu.. ... ..-.....................- ....... 
Deferred assusmcao o~llcctcd from FSLIC-insured in- 

stitwiolls for: 
Interut and tclaud axts (Note 2) ..... ..-..-. ...................... 
Disaxmt on Obligatiotu (Note 2). ...................................... 
Concession fca (Note 2). ..-...._..............- ............................ 

Deferred assusmcnts &ktcd from F?ILBaaks for general 
adminisuadvcaxts(No~2) .................................................. 

TOT AL LIABILITIES ......................................................... 

Gpital (DoAcit) 
Non-voting RCO apiul stock issued to FHLBanks (Note 5). 
A-u&ted aass of asausmmts and investman income 

over cosm ....... ..-..............-...--.....-- ........................................... 
FSLIC redeemable nonvoting apital sock (Nota 2 and 6). ... 
FSLIC nonredeemable apitai certi6ates (Nota 2 and 6). ...... 

TOTAL WlTAL (DEFICIT) .......................................... 

TOTAL LIABILITIES AND CAPITAL (DERC’R). ....... 

See Notes to Fiicial Statements 

S 1,198.759,597 
19.156.944 

24,389 

4.466.238 
1340.403 
7,461,223 

54.187 

1.231.162.981 

155,500,ooa 

2.313.750 
(129,500,COO) 

( l.o7o.sOO.m) 

(1.042.186.250) 

S 188.976.731 

A-3 
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Financial Statements 

Statement of Operations 

For the Period August 28, 1987 (Dste of Inception) through December 31. 19W 
ASSESSMENTS AND MVESIMENT INCOME 
Assessments (Note 2) 

Thrift industry assessments received for interest. issuance md custodial costs. 532,185.035 

Amounts deferred in the current period: 
Assessments for intercs~ issuance and custodial ants ..-................... 
Discount on Obligations . . . . . . . . . . . . . . . . . . . . . _ _............................ -.* . . . . . . . . . . . . -.. 
Concession fees on Obligations . . . . . . . . . . . . . . . . . . . . . ..-.....--.....-......-...--.-.. 

(4466.238 ) 
(1340.403) 
(7.4612.23) 

Returns of thrift industry ass&ments.. ....................... ..-....- .................... (117,861) 
Net thrift iadusuy assessments applicable fo the current period.. ..................... 18.899.310 

F?ILBaaks assessmenu received for general admiaistrativc costs . .......I .......... 139,046 
Less amouat deferred in the cutnat period ............ .._...............- .................... . . (54.187) 
Net FHLW assessments applicable to the current period ........................... 84,859 

Total ksessmeau .. .._..........................-..............--.....-. . .... -. ...... . .............. 18.984.169 
lovestment Income (Note 2) 

Investment income earned from assessments received for here% issuan~ 
and custodial axts .... ..-_._......_....-.................-....--.....-. - .- ..-.._.._....._ ........ 609,560 

Investment income earned from wasmenu received for geaerri adminis- 
trative costs .. ..-_._.-...---.....- .... -. ...... -. . ..-.-..........--.. . - .. . . --- -.... . 1.144 

Aaxctioa of disaxmt on noninterest bearing secwities .. . . . . ..... . . .... . . . . .. 2.313.750 
Total Iavesmeat Income.. . ..__.........__....-.-........-..---- .. - -............._ ........ 2.924,454 

Total Assessments and Investment Income -.-...-...-.......- ................... 2 1.908.623 

corn 
hh~~+cing Obliptioar 

........... ... I_. .... -. ...................... - .............................. we.” .......... . ............. 19.156.944 
Amoniaation of wacesioa fees ( r 100 2) ..-._....--...--.-...- - -.- . . .-..- .......... 38,777 
b~ortizadoa of disaxnt ( Note 2). ..-_.._....._._.._L..-.-..-....-..-. - -........._..... . 9.597 

Total Costs of Servicing Obligations . ..-..-..... ...... .-- . ..~ ..... - --- . ... 19305,318 
Operstiag Costs (Note 7, 

I-z;::- - -...-.----..-__-...-.---. -1--........--.. ... 3148.609 
Printing ..-..-......- ... - .-..-..........*-....- . . ..-.-I z -.----..- . . 82.891 
Advenising .-.-- ... . --.-.--- . . . . -...--...- .. . . . . ... 63,737 
Professional fees.. . .- ... I ..-. .... - ..... -. ..... . ..... - . . ....... . .- - -.--..... ..... 9,087 
custodial .._............................- .. “.-.-..-....” .._.” ..” . . . .. . . . ....... 60 
sewrities p rocasiag ..... ..-.-..---.....---...---- .- -. ... -- . .... . -. ....... 
MicccUaneous ......... . ....... -. .... . ................ . .... ----...-......a-...- . ...... -. ....... 2: 
Total ....................... - ...... . ...... -. ....... . ................ . . . . . . . . ...... . ....... 304.695 

General adminisuative costs 
I&gal fees ...... .._.....-.................- .................... L -.......-...I..-..-......-......- ... 35,934 
sewia watnas.. ................. ..-.-.....-.---......-.-. “...... . ..-.. .-.... .. . . ... ..” ._-. 10.977 
Printiag ...... .._._.......- ........... ..- - .... . ... - -.. ... --.--.-.. - .-....... ... “.._” .. 10.787 
hetage aad delivery.. .......... .._......................e.- ..... - . .. . .... .-.. ............ _ .._ .. 9,599 
Advenising ..I......_..........................-....--.....-...-....-..--.......-....--.” ....... 7,893 
Profcssiond fees.. ... ..-...-__....................-..-....-..-- .. -.. - -...-...-_.....-......- ..... 
Misceuaneous.. .................... ..-..............-...--.........-.............- ....... - -... ....... :*;:: , 
Total .......... .._......................-...-.-.-........-.-.-.--....-.-....-.-...-- ......... -. . .._^ . L .. 84.860 
Total Opertiag Costs.. ........... .._.........--..........--.......-.--.---.....--.-.-- .. 389,555 
Total Casts ........................................ ..-........-.......- ............. - -...-...-....... .... 19.594.873 

EXCESS OF ASSESSMENTS AND INVESTMENT INCOME OVER COSTS ... f 2.3 13,750 

See Notes to Finandal Su~emcnu 

A-4 
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Statement of Changes in Cash and Short-Term investments 

For the Period August 28, 19W (Date of Inceptiott) through Dcccmber 31. 19t37 

Fuods provided (urcd) by: 
&ccu of assessments and investment income over cosu.. ............................................. 
Add (deduct) items not teguiring (providing) cash and short-term investments 

during the current period: 
Aaretioa of discount on noninterest beasing securities .......................................... 
.4mortization of concession fees on Obligations ..................................................... 
Amottization of discount on Obligatioos ................................................................ 
Increases in: 

Aowunts receivable-administrative aws ..................................................... 
Aaouau payable .............................................................................................. 
Deferred assessments collected ........................................................................ 
Aatued interat payable on Obligations ......................................................... 

-menu received from FHLBanks for RCO capital stock ..................................... 
Net ptoceeds of Obligations issued ................................................................................. 

Total funds provided.. ...................................................................................... 

Funds applied to: 
Purchase of noninterest bearing securities ...................................................................... 
Directed cash transfen to FSLIC for: 

FSLIC redeemable nonvoting capital stock.. .......................................................... 
FSLIC nonredeemable capital certificates.. ............................................................ 

Total funds applied .......................................................................................... 

lnorease in cash and short-term investments .................................................................. 
CASH AND SHORT-TERM MVESIMENTS, BEGINNING OF PERIOD.. .......... 

CASH AND SHORT-TERM MVESTMENTS, END OF PERIOD.. ......................... 

See Notes to Fiianciai Statements 

S 2.313,750 

(2.3 13.750) 
38,777 
9.597 

(5,988, 
24,389 

13.222.05 1 
19,156,944 

155.500.ooo 
1.191,250,000 

1.379.195.770 

152.110,370 

129.500.000 
1.o7o.soo.ooo 

1.352.110.370 

27.085.400 

S 27,085.400 

A-5 
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Financial Statements 

Notes to Financial Statements 

For the Period August t8. 19!37 (Date of Incrprioo) through Dcecmber X,19%7 

1. ORGANIZATION AND RELATED - 

The F~cinp Corporation (“FICO”) is a mixed~wncrship government corporation. chartered by 
the Federal Home Loan Bank Board (the “Bank Board”) as of August 28, 1987, punuam to the Federal 
Savings and Loan Insurance Corporation Reopitalization Aa of 1987 (the YAn”). FICO’r sole purpose 
ia KO function as a financing vehicle for recapitalizkg the Federal Savings and Loan Insurance Corporatron 
(“FSIJC”). pumunr to the Act, FICO is authorized to issue debentures, bonds and other obligations 
(‘Obtigations”) subject to limitationa contained in the Act the net proceeds of which are to be transferred 
to PSLIC for redeemable nonvoting upiul stock (“FSLIC apiul stock”) and nonredeemable capital 
cc&lam (“FSLIC capital cudfiara”) issued by FSLIC, or to refund any previously issued Obligations. 

The Act provides formulas pursuant to which the twelve Federal Home Loan Banks (the 
“FHLBanks”) make capital contributions to FICO from time to time aI the dir&on of the Bank Board 
for FICO apiul neck FICO uses the pmds received from the issuance of such capital stock 10 
purchase noninulat bearing 4&s for deposit in a segregated account (the “Segregated Account”) as 
required by the Au The noninura bearing securities held in rhe Segregated Account wiIl be the primvy 
source of repayment of the prindpai of the obligations Secuhks in the Segregated Acaxnr are 
segregated from other FICO aaxxmrs and funds but are not speci6alIy pledged as wllaterd for the 
payment of obligations. The primuy source of payment of intercat on the obligations wiII be the receipt of 
assessments imposed on and a&cted from federal and sute chartered savings and loan institutions, and 
other types of thrift institutions. whose deposit aaxxmu are insured by FSLIC. 

2 SUMMARY OF SIGNIFlCANT ACCOUNTING POLICIES 

Segrrgured Account Invurmenr3 

Investments in noninterest bearing securities held in the Segregated Account are accounted for as of 
the nade dau and are carried at cost. adjusted for acuetion of discounrs. Awmion is oompuled using the 
level yield method. Noninucrot bearing securitia mllruralized/reaivablc eomprisa securities purchased 
for deposit in the Segregaud Account but not yet received, for which subMute securities have been 
received and which an held in the Segregated Account at the Fedenl Rescm Bank of New York 
awaiting delivery of nonintemst bearing securitks. 

Concession Fees ad Discount on Obligarions 

Conczssion fees paid and discoum on Obligations are amodd using the level yield method over the 
liva of the Obligadons. 

Defend Concession Fees and Discounr on Obligations 

Deferred discount on Obligadons and deferred conauion fees comprise assessments received for such 
cosrs from FSLIC-insured insti~tions applicable to future periods. 

FSLIC Reakemable Nonvoting Capiraf Stock and Nonreakemabie Capiral Cerrt$cares 

Inasmuch as the FSLIC capital certificates are nonredeemable and the FSLIC capital stock is only 
contingently recoverable at present ash transfers to FSLIC for such apical stock and capital artjficata. 
as directed by the Act. are considered nonreciprocal disuibutiom of equity to a related enuty for he 
ukimau benefit of rhe rhrifr industry. Accordingly, such transfers have been recorded 1s dirm charga 10 
Capital ( Deficit ). 

The United Stares General Accounting Office (GAO) is reviewing this accounting treatment ne 
elTects, tf any. of GAO’s considerauoos on the dnanaal slacemenls IS not deremunable al prcsenr 

A-6 
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Financial Statements 

FOG the Period August 2& 19W (Date of IIICC~~II) through December 31, 1987 

FICO Assumeno 

AU inurest, issuance and cwodiaI costs related to Obligations and incurred by FICO are assessed to 
FSLIC-insured insti~tions. GeneraI l dmimatrative costs arc aaseased to the FHLBanks. Interest earned 
on such asausmeno deferred to future perioda is used to reduce subsequent aascssmenta made by FICO to 
the thrift industry. 

3. SEGRECATEDACCO~M-S 

As of December 31, 1987, the following noninterest benring securities were held in the Segregated 
Acwunc 

US. Treasury-Wuipai Stipr.,..... . S100.673,%0 S1.3~8.3OO.WJ 11.35a%lO.am% May IS, 2017 
US. Tmaury-lnccruss Stiip ...... . ... 6J20.693 85.920.000 d.Ju)blO.lXBl% May 15.2017 
US Treaswy-Principal Scrips ..... . .. 2 l.723.55o 260.ooo.om a.5 10% 9.756% November 15.2016 
US. Truasury4nu1~1 Srrips . . .... . 10,069,559 136.6CWOO s.nas 9.890% November 15.2016 
US. Truasury-PtincipaI Scripsw ... . 7.532.4oo ao.ooo.ooo a.450~ a.4m May IS. 2016 
US. Ttwury-lntcrrrt Sdpr .... . ..... 5,a9oJoa n.m.ooo a.a5os 9.130s May 15.2016 

TOTAL .. . . . ....... . .. . .. . . . .. . .. 3152.110.370 s1.993.054.000 

Net investment in nonintcruss hearing secwities comprises the purchaaa pride of the securities and 
accretion of discount of S2.313.750 for the period August 28. 1987 through December 31, 1987. 

4. OBLIGATIONS 

Through December 31, 1987. the following series of Obligations have been isaued by FICO: 

-- - LvnnIru Mmmily ONa 

Series A-20 I7 .___................ _ . . . . . . . . .._.............. s soo.ooo,aoo 10.70% Occotxr6,2017 
Suia B-20 I7 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . lowoo.ooo 10.65% October 20.20 I 7 
series c-20 I7 . .._..........*........*...................... 6oo.ooo.ooo 9.80% November 30.20 I7 

TOTAL . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 51300,ooo,ooo 

None of the Obligations am subject m redemption prior to maturity. The Act currently limits the 
aggngau amount of 111 Obiigarions which may be outstaoding at any time to the lesser of (i) 610.825 
billion or (ii) an amouns qual to the greater of (a) five times the aggregate purchase price of RCO 
capital stock then oursanding or (b) the aggregate face amount of invacmenu then held in the 
!k@waud Account Net new borrowing by FICO may not exceed S3.75 billion in any annual period 
( measured from the dau of enactment of the Act). No Obligations may be issued with a maturity greater 
than 30 years from their date of iaauance or with a IYUN~Y dau beyond December 31. 2026. 

At hccmber 31. 1987. the remaining baIancu of concession fees paid and discpunt on Obligations 
amounted to 37.46 1,223 and Sl.240.403. rupcctively. 
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For tbe Period August 24, 19W (Date of Inception) &rough Deerasher 31, 19%7 

5. NONVOTING FICO CAPITAL STOcI( ISSUED TO FHLBANKS 

RCO is apiuiixd through the issuance of nonvotiog capiul stock to the FHLBaaka. The total 
amount of FICO apital stock. up to the maximum S3 billion aggregau amount authorized by the Act, is to 
be &sued to the FliLBa& at such times and in such amounu Y the Bank Board may prescribe. Each 
share of stock shall have pu value in an amount determined by the Bank Board and is Irmrferable only 
among rhe FHLBanks in the manner and extent presuibed by the Bank Board, at not less than par value. 
On August 28,1987. the Bank Board authorized the issuana of up to I billion shares at a purchase price of 
S1.00 par value per share. At December 31. 1987, 15S.500.000 shares of RCO capital stock had been 
issued to the FHLBIPLu for S155,500,000. 

6. FSLIC REDEEMABLE NONVOTING CAPITAL STOCK AND NONREDEEMABLE CAPITAL 
cERTIFlcxTEs 

Subject to any urms or aDnditions which may be approved by the Bank Board, the nel proceeds of 
any Obligations issued by RCO are u) be used principally to acquire FSLIC capital atifiala or FSLIC 
apiul SUJ& or to refund any previously iuued Obligations. 

At Deumkr 31. 1987. RCO held 129.500.000 shares of FSLIC capital stock and S1.070$00,000 
aggregau principal amount of FSLIC capital arridatu 

Pursuant to the ACL the aggregate dollar amoum of capital stock issued by FSLIC to FICO muat be 
qual u) dxe l ggregau dollar amount of apiul sock issued by RCO to the FHLBanks. At December 3 1, 
1987. the dollar amount of FICO capital stock ourstanding acceded the dollar amount of FSLIC apical 
stock held by FICO. This umpomy imbalana rrrulted from FICO’s need ta aquirc noninuruc be&g 
seadia in anticipation of the issuana of a foti series of Obligations in Januuy 1988. It is RCO’S 
intention to use the pnxzeds of the bond odering u) aquirc FSUC capital ssock and thereby eliminate Ihc 
umponry imbalma. In the opinion of the Bank Board’s OfBa of General Coupret an ix&U due 
eddy to good faith preparations for an upcoming bond offering does not WMiNU a violation of the Au 

The Aa provida that beginning in 1997. FSLIC is to establish and maintain, until all PSLIC apiti 
ssock has been redeemed. an quiry renun ~~l)unt to con& of oxnribucions in amounu which are to he 
determined. genenlly baaed on specifwd FSLJC ratios of resewa-to-=uno No dividends are to be 
paid by FSLIC on iu capital stock or certificates issued. in accordan- wirh the AU. 

7. OPERATING COSTS 

lo aamdana wirh the Act, RCO has no paid employees. Certain employees of the FHLBanks and 
the Oma of F-a of the FHLBanks have been author&d to act for and on behalf of RCO aa may be 
necuwy 10 ay OUI iu funaioar Such employee-related expenses are nonreimbunrble ad, 
acwrdingly. arc no01 rcponod in the mmpmying 8wxiai suumenu 

The Federal Resem Bank of New York provides aswdiai and securities pd g rrvica to FICO 
oo a wst reimbursemem buL COSS for these services have no01 yet been determined by the Federaj 
Rcsem Bank and. aaordingly. are not included in the 6oanciaJ suumeou Ona determined. such aam 
willbeassewdtothechriftindusuybyRC0. 

Efeaive August 28, 1987. RCO entered into a semius agreement whereby the Ofia of Fia js D 
provide various adminisuwiw sew&s oo behalf of IX0 on a a~st reimburaemen~ baais. D&g &e 
period August 28. 1987 &rough December 31. 1987. these upasa approximaud Sl l.ooO. 

Ektive October 16. 1987, FICO and the FHLBank of Des Moina entered into an agreement 
whereby that FHLBank serves as the wlltion agenr for assessmenu from FSLIC-insurrd inrtiNGons =d 
is compensated on a a~( reimbuncment basis. 
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