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COMPTROLLER GENERAL'S EXAMINATION OF FINANCIAL STATEMENTS
REPORT TO THE CONGEESS PERTAINING TO INSURANCE OPERATIONS OF
THE FEDERAL HOUSING ADMINISTRATION
FISCAL YEAR 1970
Department of Housing and Urban
Development B-114860

DIGEST

WHY THE EXAMINATION WAS MADE

The Government Corporation Control Act requires the General Accounting
Office (GAO) to examine the financial statements pertaining to the
insurance operations of the Federal Housing Administration (FHA) and to
report the vesults of its examination to the Congress. This year's ex-
amination, as heretofore, was made in accordance with generally accepted
auditing standards and included tests of the accounting records and
other procedures considered necessary.

FINDINGS AND CONCLUSIONS

In the opinion of GAQ, the financial statements of FHA pertaining to its
insurance operations present fairly its financial position at June 30,
1970, and the results of its operations and source and application of
its funds for the fiscal year then ended, in conformity with generally
accepted accounting principles applied on a basis consistent with that
of the preceding year and with applicable Federal laws.

RECOMMENDATIONS OR SUGGESTIONS

GAO is making no recommendations or suggestions.

AGENCY ACTIONS AND UNRESQOLVED ISSUES

None.

MATTERS FOR CONSIDERATION BY THE CONGRESS

The report contains no recommendations or suggestions requiring action
by the Congress. It is submitted to the Congress, as required by the
Government Corporation Control Act, to show the results of GAO's annual
examination of FHA's financial statements pertaining to its insurance
operations and to make known to the Congress other information deemed
necessary to keep it informed of the operations and financial condition
of FHA.
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CHAPTER 1

INTRODUCTION

FHA, created by the President on June 30, 1934, under
authority of the National Housing Act 12 U.S.C. 1701 et seq.,
is a noncorporate business-type agency made subject to the
Government Corporation Control Act by the Housing Act of
1948, The principal purposes of FHA are to improve home-
financing practices, to act as a stabilizing influence in
the mortgage field, to encourage improvements in housing
standards and conditions, to facilitate home ownership, to
aid in the elimination of slums and blighted conditions, and
to prevent the deterioration of residential properties.

FHA is headed by the Assistant Secretary-Commissioner,
Department of Housing and Urban Development (HUD), FHA, who
is appointed by the Secretary of Housing and Urban Develop-
ment, At June 30, 1970, FHA had 7,995 full-time employees
of which 1,550 were in the central office and 6,445 were
employed in FHA field offices throughout the United States
and Puerto Rico.

Prior to July 1, 1970, FHA's 121 field offices, in-
cluding 76 insuring offices, were located in six FHA regions
throughout the United States, Effective July 1, 1970, the
regional structure was realigned by HUD and the FHA regions
were abolished. In the realignment, 10 HUD regions were
established and the FHA field and insuring offices were in-
corporated into the HUD regions, The insuring offices are
responsible for writing all forms of FHA insurance required
in their respective jurisdictions, except the New York State
insuring offices where the writing of insurance on multi-
family property is centralized in one office.

FHA administers mortgage insurance programs under which
lending institutions (mortgagees) are insured against loss
in financing first mortgages on various types of housing
and on loans which finance property alterations, repairs,
and/or improvements. The Housing and Urban Development Act
of 1968 amended and liberalized the existing insurance pro-
grams and authorized additional programs which permitted
FHA to insure:



1. Loans to homeowners to finance the purchase of fee
simple title to the property on which their homes
were located irn those cases where the homeowners
had only a leasehold interest in the land,

2, Supplemental loans to finance 90 percent of the
estimated value of improvements and additions to
multifamily properties and nursing homes carrying
FHA-insured mortgages.

3. Supplementary loans to housing cooperatives to fi-
nance the cost of rehabilitating or modernizing
wartime housing purchased from the Federal Govern-
ment and the properties are partly covered by unin-
sured mortgages which are more than 20 years old.

Most of the insurance written by FHA covers mortgages
on small homes (one to four families) and on multifamily
housing properties. From inception in 1934 to June 30,
1970, FHA had written about $142 btillion of insurance, of
which about $69 billion 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 properties pledged to secure the FHA-
insured mortgages. In the settlement of claims, title to
the properties is conveyed to FHA, This action gives rise
to other FHA functions, the maintenance and sale of acquired
properties, A summary of FHA's property activity for fis-
cal years 1970 and 1969 follows,.

Fiscal year

1970 1969
Small Multifamily Small Multifamily
homes properties homes properties
Number on hand at begin-
ning of fiscal year 23,318 588 26,515 590
Sales 25,200 64 33,230 47
Acquisitions 26,693 47 30,033 45
Increase or reduction(—)
in the number on hand 1,493 =17 -3,197 =2
Number on hand at end of
fiscal year 24,811 571 23,318 588



FHA also administers a number of programs that do not
involve mortgage insurance, and therefore FHA does not com-
mingle the financial results of these operations with the
results of its mortgage insurance activities. Separate
financial statements covering the nonmortgage insurance pro-
grams are presented by FHA but are not included in this re-
port because it is limited to FHA's insurance operations.



CHAPTER 2

COMMENTS ON FINANCTIAL STATEMENTS

RESERVES

Total reserves

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

The insurance funds are credited with fees, premiums,
and investment income and are charged with debenture inter-
est, administrative expenses, and insurance losses. Pro-
vision is 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 provision for estimated
future losses are considered to be the insurance reserves
available to cover future insurance losses and administra-
tive expenses. The financial position of each fund at
gune 305 1970, is shown on the combined balance sheet

sch. 3).

At June 30, 1970, the total insurance reserves amounted
to $1,571.3 million. An analysis of the respective insur-
ance reserve balances and the sources of these balances
follows.

Total Property
insurance Small Multifamily improvement
reserves homes properties loans

(millions)
MMIF $1,340.2 $1,340.2 $ - S -
GIF 208.5 35.7 59.4 113.4
CMHIF 25.7 - 25.7 -
SRIF -3.1 __=-3.3 0.2 -
$1,571.3 $1,372.6 $85.3 §113.4




Reserve requirements

FHA estimated the reserves required to settle insur-
ance claims that might be presented by insured mortgagees
and lenders under the $69 billion insurance in force on
June 30, 1970, on the basis of actuarial studies of the
risks underwritten. An estimate of the reserve require-
ments is made annually.

Estimated reserve requirements are affected princi-
pally by the volume of new mortgage loans that are insured
and by decreases in the amount of insurance in force. An
increase in the volume of new mortgage loan insurance in-
creases the estimated reserve requirements because the in-
sured mortgage loan balances are at their highest level for
new loans. As the mortgage loans age and balances are re-
duced, the reserve requirements decrease., Thus the longer
the insurance is in force, the lower the requirements be-
come,

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 reserve
requirements, Insurance companies generally consider re-
serve requirements for the purpose of determining not only
their solvency but also the amount of surplus funds that may
be available for distribution to policyholders or stock-
holders.

In the case of life insurance companies, mortality ex-
perience has been well established and the expected mortal-
ity--one of the major elements in the valuation of reserve
requirements--can be predicted reasonably well. Conse-
quently, the reserve requirements of life insurance compa-
nies 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 es-
tablished its reserve requirements on what it considers to
be the most conservative basis--that is, that range of



probability of future losses and related expenses that might
be incurred if an economic reversal were to develop immedi-
ately.

Thus the FHA insurance funds' estimated reserve require-
ments are designed as a measure of the losses and expenses
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 require-
ments and that, when a balance status is attained, the fund
has sufficient resources to meet such future insurance losses
and related expenses as might be expected within the range
of probability.

At June 30, 1970, FHA's estimated insurance funds' re-
serve requirements amounted to $2,275.5 million. At the
same date, FHA's total insurance reserves, as shown on the
combined balance sheets (schs. 1 and 3), amounted to
$1,571.3 million, which resulted in a total estimated de-
ficiency of $704.2 million in the insurance reserves for
meeting estimated reserve requirements.,

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

Estimated Estimated
Fiscal reserve Insurance reserve
ear Tequirements reserves deficiencies
(millions)
1966 $1,709.5 $1,139.62 $569.9
1967 1,750.0 1,176.6 573.4
1968 1,875.4 1,260.3 615.1
1969 2,041,2 1,394.3 646.9
1970 2,275.5 1,571.3 704,2

2tncludes $10 million borrowed from the U.S. Treasury. At June 30, 1970,
the amount borrowed--$10 million--was available for payment of insurance
claims but is not shown as part of the insurance reserves in the combined
balance sheets (schs. 1 and 3) and is not included in the insurance re-
serve amount of $1,571 million.



FHA attributes the increases in the estimated reserve
deficiencies to a combination of factors, such as (1) the
increased estimated reserve requirements because of new in-
surance written and the large proportion of mortgages hav-
ing long maturities and high loan-value ratios (higher risk
mortgages) and (2) actuarially estimated increases in in-
surance losses,

The adequacy of the insurance reserves of $1,571 mil-
lion is directly affected by economic conditions; and the
question of whether these reserves will be adequate during
periods of severe adverse economic conditions is currently
not determinable. Comments on the insurance reserves of
the four funds follow.



Mutual Mortgage Insurance Fund

MMIF was established under authority of section 202 of
the National Housing Act. Under this fund only mortgages
which finance the purchase of small homes are insured. At
June 30, 1970, the total reserve of MMIF, as shown on the
combined balance sheet (sch, 3), amounted to $1,340 million
and consisted of a statutory reserve of $116 million and an
insurance reserve of $1,224 million, The MMIF reserve of
$1,340 million is included in the total reserves of
$1,571 million shown on the combined balance sheets. The
FHA records showed that there were no insurance claims by
mortgagees applicable to the MMIF reserve pending at June 30,
1970,

Section 205 of the act authorized the establishment of
a General Surplus Account and a Participating Reserve Ac-
countl in MMIF 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 mortgage loans insured by MMIF have
been paid; however, the mortgagors do not have any vested
rights in the account.

The act also requires that the allocation of the income
or loss and the distributions 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 MMIF insurance in force. The need to build up the Gen-
eral Surplus Account evidenced primarily by the excess of
the estimated reserve requirement over the insurance reserves
prompted the Assistant Secretary-Commissioner to allocate
all net income for the semianmual period ended June 30, 1970,

1Shown in the MMIF section of the combined balance sheet--

schedule 3, page 3l--as insurance reserve and statutory re-
serve, respectively.



to the General Surplus Account. Low levels of net income
from MMIF operations in the preceding 16 semiannual periods
led to the allocation of all net income to the General Sur-
plus Account, Distributions to mortgagors from the Partici-
pating Reserve Account in fiscal year 1970 were $3.7 million
compared with $4.5 million distributed during fiscal year

1969,

For each year since 1959, the MMIF estimated reserve re-
quirement has exceeded the total MMIF reserves for the fund.
The estimated reserve deficiency of $73.9 million at June 30,
1970, is part of the $704.2 million estimated reserve de-
ficiency discussed in the preceding section of this report,
The following tabulation shows the available reserves, the
estimated reserve requirement, and the estimated reserve de-
ficiency at June 30 for each of the past 5 years.

Partici- Estimated
General  pating reserve Estimated
Fiscal surplus reserve Total require- reserve
year account account reserves ment deficiency
(millions)

1966 $ 736.6 $132,7 $ 869.3 $1,170.5 $301,2

1967 810.3 128.4 938.7 1,211.9 273.2
1968 918.6 124.1 1,042.7 1,297.1 254.4
1969 1,057.0 119.6 1,176.6 1,368.2 191.6
1970 1,224,2 116.0 1,340.2 1,414.1 73.9

10



General Insurance Fund

GIF was established on August 10, 1965, under authority
of section 519 of the National Housing Act. Under this fund
mortgages and notes are insured which finance the purchase,
construction, and/or improvement of small homes, multifamily
property, nonresidential property, and commercial or farm
structures. The insurance reserve of GIF, totaling
$208,5 million (sch. 3) is included in the total reserves
of $1,571 million shown on the June 30, 1970, combined bal-
ance sheets, The FHA records showed that claims pending
against the $208.5 million GIF reserve but not accepted by
FHA at June 30, 1970, amounted to $21.4 million. Therefore
the GIF reserve at June 30, 1970, was sufficient te 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 $490.8 million at
June 30, 1970, is part of the total $704.2 million estimated
reserve deficiency discussed in a preceding section of this
report. The following tabulation shows the estimated reserve
requirement, the insurance reserve, and the estimated reserve
deficiency at June 30 for each of the past 5 years.

Estimated Estimated
Fiscal reserve Insurance reserve
year requirement reserve deficiency
(millions)
1966 $526.3 $262,0% $264, 3
1967 © 515.5 223.3 292.2
1968 556,0 204.1 351.9
1969 631.3 195.5 435,8
1970 699.3 208,5 490,8

#Includes $10 million borrowed from the U.S. Treasury. At
June 30, 1970, the amount borrowed--$10 million--was avail-
able for payment of insurance cleims but is not shown as
part of the insurance reserves in the combined balance
sheets (schs. 1 and 3) and is not included in the insurance
reserve amount of $208.5 million.

i1
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Cooperative Management Housing Insurance Fund

CMHIF was established on August 10, 1965, under author-
ity of section 213 of the National Housing Act. Under
CMHIF mortgages are insured which {inance the purchase,
construction, and/or rehabilitation of multifamily coopera-
tive housing property. Also insured are supplementary
loans which finance improvements and/or repairs of multi-
family cooperative housing property or provide funds for
necessary community facilities. The insurance reserves of
CMHIF, which total $25.7 million, are included in the total
reserves of $1,571 million shown on the combined balance
sheets (schs. 1 and 3). The FHA records showed that there
were no insurance claims by mortgagees applicable to CMHIF
reserve pending at June 30, 1970.

Section 213(1) of the act authorized the establishment
of a General Surplus Account and a Participating Reserve
Accountl 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
paid; however, the mortgagors do not have any vested rights
in the account,

The act also requires 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 ac-
cord 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
$6.1 million from operations in fiscal year 1970, of which
$2.6 million was allocated to the General Surplus Account
and $3.5 million was allocated to the Participating Reserve
Account,

1

Shown in the CMHIF section of the combined balance sheet--
schedule 3, page 31--as insurance reserve and statutory
reserve, respectively,



Documentation authorizing the allocation states that
it is contemplated to continue the buildup of the General
Surplus Account to approximate the reserve requirement and,
at the same time, make some of the reserve in the Participat-
ing Reserve Account available for distribution to mortgagors.

At June 30, 1970, the CMHIF insurance reserves exceeded

the estimated reserve requirement by $6.6 million.

The fol-

lowing tabulation 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,

Partici- Estimated Estimated
pating General Total reserve reserve
Fiscal reserve surplus re- require- deficiency
year account account serves ment | (excess(—))
(millions)

1966 $ - $ 8.2 §8.2 512.7 84.5
1967 - 14.6 14.6 22.6 8.0
1968 - 13.5 13.5 22.3 8.8
1969 2.5 20.4 22.9 21.1 -1.8
1970 4,1 21,6 25.7 19.1 —6.6

13



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. This section provided that SRIF be funded with a
85 million advance from GIF and that the advance be repaid
at such times and at such rates of interest as the Secretary,
HUD, deems appropriate. The Housing and Urban Development
Act of 1969 (Pub. L. 91-152) authorized the Secretary to
fund SRIF with advances from GIF in amounts that the Secre-
tary may determine necessary up to a total sum of $20 mil-
lion. At June 30, 1970, $15 million had been advanced by

GIF.

SRIF is used to pay the claims of insured mortgagees
and lenders that resulted from defaulted mortgages which
financed (1) homes purchased by low-income families that had
been assisted with their mortgage payments by FHA, (2) homes
purchased by low- and moderate-income families that, because
of credit histories or irregular income patterns, could not
qualify for mortgage insurance under other FHA insurance
programs, and (3) repair, rehabilitation, construction, or
purchase of property located in older, declining urban areas
in which conditions were such that the FHA eligibility re-
quirements for mortgage insurance could not be satisfied.

At June 30, 1970, the SRIF reserve had a deficit of
$3.1 million. Appropriations to cover losses sustained by
the fund were authorized by section 238(b) of the act; how-
ever, the Congress had not appropriated funds for this pur-
pose. Consequently, the operations of SRIF had been fi-
nanced principally by advances from GIF. The following
tabulation shows the estimated reserve requirement, the
deficit in the insurance reserve, and the estimated reserve
deficiency at June 30, 1970, and at June 30, 1969, the close
of the fiscal year in which SRIF was established.

Estimated Estimated
reserve Insurance reserve
Fiscal year requirement reserve deficiency
(millions)
1969 $ 20.6 $-0.7 $ 21.3
1970 143.0 ~-3.1 146.,1

14



The FHA records showed that there were no insurance claims
by mortgagees applicable to the SRIF reserve pending at
June 30, 1970,

15



SIGNIFICANT CHANGES IN BALANCES

FROM PRIOR YEAR

o o s B T

Assets

Accounts receivable

The total accounts receivable, as shown in the combined
balance sheets (schs. 1 and 3), amounted to $68.5 million
at June 30, 1970, an increase of $41.5 million from the
total accounts receivable of $27 million at June 30, 1969.
The increase of $41.5 million was comprised of (1)
$26.3 million due from purchasers of mortgages and assigned
mortgage notes which FHA sold in June 1970, (2) an increase
of $10 million in the amount advanced by GIF to SRIF, and
(3) a net increase of $5.2 million in other receivable ac-
counts,

Accrued assets

The total accrued assets, as shown in the combined
balance sheets (schs. 1 and 3), amounted to $156.6 million
at June 30, 1970, an increase of $18.7 million from the
amount of $137.9 million at June 30, 1969,

The increase of $18.7 million was comprised principally
of (1) an increase of $11 million in accrued premiums which
occurred as a result of FHA having 220,533 more small home
mortgages insured at June 30, 1970, than it had at June 30,
1969, and (2) an increase of $7 million in accrued interest
on U.S. Government securities attributable to the increase
in securities held by FHA at June 30, 1970, from that held
at the close of the prior fiscal year.

Investments in U.S. Government securities

The investments in U.S. Government securities at amor-
tized cost, as shown in the combined balance sheets (schs.
1 and 3), amounted to $1,047 million at June 30, 1970, an
increase of $124 million from the prior year's investment
of $923 million, The increase was attributable mainly to
the increase in holdings by MMIF which was authorized, by
section 206 of the National Housing Act, to invest moneys

16



not needed for current operations in U.S., Government secu-
rities. The moneys came from revenue-producing-fund activ-
ities. The increase in investments in U.S. Government secu-
rities in fiscal year 1969 amounted to $163,7 million and
also resulted mainly from the increased holdings by MMIF.

Acqguired property--at cost
plus net expenses to date

The amount of $600.8 million for acquired property, as
shown in the combined balance sheets (schs. 1 and 3), was
$22.4 million more than at the close of the prior year. A
comparison of changes in the acquired property inventories
during fiscal years 1970 and 1969 follows.

Fiscal year

1970 1969
(millions)

Acquired property inventory at

beginning of fiscal year $578.4 $605.8
Sales 437.0 530.6
Acquisitions 459.4 503.2
Increase or decrease(-) in inventory 22,4 =27 .4
Acquired property inventory at end of

fiscal year $600.8 $578.4

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

The amount of $407.9 million for defaulted mortgage
notes, as shown in the combined balance sheets (schs. 1 and
3), was $43.7 million less 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 1970 and 1969
follows.

17
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Fiscal vear
1970 1969

]

(millions)

Defaulted mortgage notes--at cost
plus net expenses--on hand at

beginning of fiscal year $451,6  $454,2
Sales 54,2 51,6
Acquisitions 10,5 _48.0
Reduction in mortgage notes

on hand 43.7 2,6
Defaultcd mortgage notes--at cost

plus net expenses--on hand at end

of fiscal year $407.9  $451.6

Allowances for estimated future losses

The valuation reserves--allowances for estimated fu-
ture losses--provided by FHA at June 30, 1970, for mortgage
notes and contracts for deed and for acquired security or
collateral amounted to $348.9 million, an increase of
$12,1 million from the amount at June 30, 1969, of $336.8 mil-
lion (see schs. 1 and 3).

The increase of $12.1 milliom in the valuation re-
serves--shown in schedules 2 and 4 under the caption "In-
crease(-) or decrease in valuation allowances'--consisted
of the adjustments necessary to value the acquired proper-
ties and mortgage notes held by the four funds at June 30,
1970, at market prices and at amounts considered to be
collectible, The valuation allowances for MMIF and SRIF
were increased by $10.4 million and $4.3 million, respec-
tively. The wvaluation allowances for GIF and CMEIF were
each reduced by $1.3 millionm.

The valuation allowances were based on consideration
of (1) actual losses experienced on the sale of small home
properties in fiscal year 1970, (2) losses anticipated to
be incurred in the sales of multifamily properties on the

18



basis of estimated sales prices, and (3) predetermined

loss rates on certain other property. At June 30, 1969,
the valuation reserves were reduced by $17 million as shown
in the statement of income and expense (sch, 2).

19



Liabilities

Accounts pavable

The amount of $66.8 million for accounts paveble, as
shown in the combined balance sheets {schs, 1 and 3), was
$22,3 million more than at the close of the prior year.

The increase of $22.3 million was comprised of (1) an
increase of $11.5 million in the amounts due to mortgagees
for securities (properties) acquired in the settlement of
mortgage insurance claims and sundry amounts due vendors by
MMIF, GIF, and SRIF, (2) an increase of $10 million in ac-
counts payable as a result of the increase in the liability
of SRIF to GIF, and (3) a net increase of $0,.8 million in
the other payable accounts,

Debenture obligations--
debentures issued and outstanding

Debentures issued and outstanding at June 30, 1970, as
shown in the combined balance sheets (schs, 1 and 3),
amounted to $516.9 million compared with $576.9 million at
June 30, 1969, a decrease of $60 million,

During fiscal year 1970, debentures amounting to
$25.8 million were issued in payment of insurance claims
presented by insured multifamily property mortgagees because
of defaults in mortgage payments by mortgagors, and deben-
tures aggregating $85,8 million were redeemed.

Income

Total income

The total income of $426.7 million for fiscal year 1970,
as shown in the statements of income and expense (schs, 2
and 4), was the combined income of the four insurance funds,
and was $46.4 million more than the combined income of
$380.3 million in the preceding fiscal year. Each of the
four insurance funds had more income in fiscal year 1970
than in fiscal year 1969. The increases were MMIF, $24.8 mil-
lion; GIF, $8 million; CMHIF, $0.3 million; and SRIF,
$13.3 million,
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The increase of $24.8 million in the income of MMIF re-
sulted principally from increases in revenues derived from
insurance premiums and interest earned on U.S5., Government
securities, Insurance premiums increased by $10.2 million
as a result of insuring an additional 268,962 mortgages and
interest earned increased by $13.9 million as a result of
increased investments., Sundry increases and a decrease in
the remaining income accounts netted to an increase of
$0.7 million.

The increase of $8 million in the income of GIF resulted
from increases in revenue from (1) fees, $1.,3 million, (2)
insurance premiums, $4,7 million, and (3) profit on the sale
of mortgages, $2 million. The increase in fees and insurance
premiums came from the addition of insurance on 65,149 mort-
gages to the insurance in force,

The $0.3 million increase in the income of CMHIF resulted
from an increase in interest earned on the additional $3 mil.-
lion investment in U.S. Government securities, offset by de-
creases in fees and other interest earnings,

The $13.3 million increase in the total income of SRIF
resulted principally from (1) increases in revenue from fees
and insurance premiums of $7.7 million and $5.7 million, re-
spectively, and (2) a net decrease of $0.1 million in the
remaining income accounts, The increase in fees and in-
surance premiums resulted from the addition of insurance on
84,608 mortgages to the insurance in force.

Expense

Loss on acquired security

The loss sustained on acquired security in fiscal year
1970, as shown in the statements of income and expense (schs.
2 and 4), amounted to $73.9 million, a decrease of $31.8 mil.
lion from the loss of $105.7 million sustained in the prior
fiscal year,

Of the $31.8 million decrease (1) $15.2 million was
attributable to the reduction in the number of small homes
sold--from 33,230 in fiscal year 1969 to 25,200 in fiscal
year 1970--and (2) $16.6 million was attributable to an
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increase in the number of multifamily properties sold--from
47 in fiscal year 1969 to 64 in fiscal year 1970, The av-
erage loss on a small home sold in fiscal year 1969 was
$3,054 and in fiscal year 1970 was $3,424. Multifamily
properties were sold at a profit in fiscal year 1970--the
average profit on a property amounted to $192,l43--whereas
multifamily properties were sold at a loss in fiscal year
1969--the average loss amounted to $90,423.
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CHAPTER 3

SCOPE OF EXAMINATION

We have examined FHA's financial statements pertaining
to its insurance operations for the fiscal year ended
June 30, 1970. 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 considered necessary in the circumstances.

We reviewed the HUD internal auditors' examination of
the accounting records pertaining to the insurance opera-
tions. We found that the internal auditors had not done a
sufficient amount of audit work on the balance sheet and
income and expense accounts to have enabled us to reduce
our tests on the insurance accounting records. We were able,
however, to use certain other audit work performed by the
internal auditors.



CHAPTER 4

OPINION OF FINANCIAL STATEMENTS

The financial statements, schedules 1 through 5, are
the statements of FHA pertaining to its insurance operations.
Schedule 5 is based on the combined statement of source and
application of funds submitted by the agency to the Trea-
sury Department.

In our opinion, the accompanying financial statements
(schs. 1 through 5) present fairly the financial position
of FHA at June 30, 1970, and the results of its operations
and source and application of its funds for the fiscal year
then ended, in conformity with generally accepted accounting
principles applied on a basis consistent with that of the
preceding year and with applicable Federal laws.
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CASH AND FUND BALANCES:

PEDERAL BOUSING ADHINISTRATION

COMBINED COMPARATIVE BALANCE SHEET
AS OF JUNE 30, 1970 AND 1969

ASSETS

Gesb on hand end in transit
Fund balances with U. 5. Treaswry

Total cash

ACCOUNTS RECEIVABLE:

Fous
Premiums:

Govsrument sgencles

Other

Sala of Cormissioner-~held proporties:

Govarnment aganciss

QOther
Bale of Commissloner~held mortgages:

Qther
Other:

Govezrment sgoncies

Other

Mvanes to Spaclal Risk Insurance Fund from Gereral Insurance Pund

Totel accounts receivable

ACCRUED ASSETS:
Preasiues

Intarest on U. 5. Govarnment sezurities
Interest on mortgage notes receivable

Total sccrusd assets

INVESTMENTS:

U. S. Government sscurities at amortized cost (Market value
41,015,061,440.42 at Jure 30, 1970, and $684,176,619.54 at

June 30, 1969) (nots 1)

Stock in rental and coopsrative housing corpsrations: 209,222 shares
at June 30, 1970, and 220,858 shares at June 30, 1969.-at cost

Total investuents

MORTGASE NOTES AND CONTRACTS FOR DEED-.UNPAID 3ALANCE
Lezs allowanca for estimated future losses

Bat mortgags notes and contracts for desd

ACQUIRED SECURTTY OR COLLATERAL:
kequired property--at cost plus net expanses to date
Defaulted mortgage notes--at cost plus net expanses to date
Defaultsd Titls I Notes-—at unpaid principal balance

Total cost of acquired property and notes

Less principal recoveries on defaultsd martgage notes

loss undisbursed mortgage procesds

Urrocovered cost

Less ellowance for estimsted future losses
Fet acquired property and notes

Other notea receivadle

Less allowance for estimated future losses

Hat other notes receivable

Bot scquired security or collateral

FURNITURE AND EQUIPMENT

Lesa allowance for depreciation

Net furniture and squipment

QTHER ASSETS.-HELD FOR THE ACCOUNT OF MORTGAGORS

Total assets (note 2)

The notes on page  are an integral part of tnlz atatement.

igre

$ =1,695,334.83

160

% 8,105,079.8%

89,155,703, 84 T2 iT3.2:6 22
87,461, 775.01 85,279,7235.62
8,593, 592,00 3,326,135,03
63,414,35 51,465,258
41,560, 084,05 9,053,717+
&0, 000,50 40,022.00
7.899,719.92 7:519,610.67
26,30%,395.14 -
1,089,264 ,48 354,143, £7
2.430,987.86 1,634,4:9.62
15,002,732.09 5,722,273.82
68,579,957.80 27,029,577.2%
127,932, 608,37 116,939,7:3.6<
14,608, 355,95 =~ 7,856,3
154,085 £33,65 17,175 7
158,699, L8 97
1.067,721,765.35 923,490, 230.12
235,920.00 o-3,130.2%
1,067,957,595.35 023,738 30 1
236,803, 263.27 243,610,561.23
15,932,719.90 __16,673,073.C
220, {0
€00,868, 324,82 578,426, 5%, 82
407,903, 239.67 451,652,
44,018,£95.27 LE Ry zeo 32
1,052,792,019.76 1,076,9%41,357.53
42,643,749.60 39, 372.843.78
- 835,523.31
1,010, 148,270.16 1,036,632,989.93
332,797, 116.0C 322,225,828, 50
§77,350,954.16 726,456,151.98
260,467.92 - —
258,752.00
1,675.92 -
§72,352,630,08 716,455,152
10,020, 174,04 9,448,881, 3;

5,550,42,06

4,489,759, 98

§5225,58%2.22

4,223,020.1€

2. ohs. 2k
§2,266,U75 76 ~n

3.033,772,93

2,300 7e6 £49,-3




LYABILITIES

1970 1963
ACCOURTS PAYABLE:
Salarigs and axpenses:
Government agancies § 5,372,281.02 $ 5.172,758.79
Othor 6,858,593.39 5.672,891.73
Aeguired security and miscellaneouas:
Governtsht agenciss 9,617, 365.34 6,148, U5k, 51
Qther 26,931,220.82 19,032,394.43
¥ Pund participations payable 3,062,996.40 3,55°,080.80
Advance from Gensral Insurance Fund to Sposcilal Risk Insurance Fund 15.027,030.00 5,007,037.02
Total accounts payable 66,842,416, _ b, 585,580 26
ACCRUED LIABILITIES:
Interast on debentures:
Government agencies 1,147,364,98 1,18%,602.51
Othor 8,839,274.40 10,207 992,54
Total acerued liabilitios 9,956,639.38 11,47+,497.05
TROST AND DEPOSIT LIABTLITIES
Bnployees® payroll deductions:
U.- S. savings bonds 83,572.63 95,775.90
State taxes 283,139.74 257,528.89
Deposits held for mortgagors and lessees (nots 7) 14,619,924.95 14,652,725.07
Earnest money on panding sales 3,824,352.58 2,55-,017.52
Goneral fund receizts in process of deposit - 401.16
Exscoss procesds of sale:
Govarnment agencies 250,843,09 156,36C.95
Other 2,417,322,87 1,745,167.52
Total trust a~d deposit 1iabilities 21,579,155.86 19,4€5,01:.01
o
DEFERRED CREDITS:
Unsarned presium ircome 50,065,933.20 < 57,379, 300.97
Onearnad fos incoms 553,370.56 515,758.72
Unapplied credits 1,225,389, 74 1,10%,090.458
Total deferred credits 51,853,693.50 49,001,150, 18
DEBENTURE GBLIGATIONS:
Debantures issued and outstanding:
Govarnment agencies 70,385,750.00 73,328,932.00
Othor BUE LEE 93).00 £23,577,252.92
Total 1ssued a-d outstanding 516,852,659.02 <76,8¢4,152,93
Dabontures suthorized for issue:
Government agencies - -
Other 910,100.00 Q¢ 359,93
Total suthorized for iasue 910,100,0) ££,35¢.00
Dobenturs claims in process:
Government agenciles 20,300.00 27,000.00
Gther 2,456,250,90 3,17%,002.¢2
Total 4in process 2,L66,550.00 &,202, 800,280
Total dsbenture obligations 520,229, 300.00 £32,19%,505.00
OTHER LIABILITIES:
Reserve for foreclosure costs—defaulted mortgsge notes %,285,164.19 4,663,371.683
Employees® accrued annual leave 10,597, 467.29 9.02-,167,22
Total other liabilities 1%,292,631.48 12,682,539, 41
Totel liabilities 685,181,83.19 720,40%,272,87
RESERVES AND BORROWINGS FROHM U, 5. TR‘EASURY
I 1
Statutory Reserve-for participation payments and future losses (note 5) 120,105,799.77 122,137,025.65
Ingurance Reserve—available for future losses and sxpenses (note 5) 1,651 185,739.74 1,272,227,397.86
Totol reserves 1,521,291 .51 1,294, 362,b:3.51
"_'GS FROM U. 5. TREASURY (note 4) 19,029, 000,00 10,007,09:.02
Tatel ressrves and borrowings from U. S. Treasury 1,581.231,539.51 1,604,360,412.51

Total liabilitles, ressrves and borrowings from U, S. 'Treasury
(notes 3, &, 5, 6, and 7) $2,26€, 405, 27670

$2 154, 2¢€,6%7 2
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PEDERLL BOUSING ADHIBRISTRATIOER

COMBINED COMPARATIVE STATEMENT OF INCOME AND EXPENSE

AND CHAMGES &N INSURANCE RESERVES AND BORROWINGS

FOR THE FISCAL YEARS ENDED JUNE 30, 1970 AND 1969

INCOME AMD EYFENSE
TECOME:
Pees
Irsurance premiums
erest on U. S. Government securities
Profit or loss (-} on sale of 4nvestments
Divideras received on stock held in rental snd cooperstive housing
corporaticns
Interest on mortgage notew
Other irtsrest
Interest arc other incoms on defzulted Title I notez
Income or excense () on settled properties
Promize on sale of Secretary.held martgages
Miscellaneous income

Total incoms

EXPENSE:
Salaries ard expsnses (note s)
Interest or dorrovings from U. S. Tressury
Intersst o~ Jebenture obligatioens
Other irterest
Loss on scguired security
Loss o- defa.lted Title T noteos
Discourt or sals of Secretary-beld mortgages
fea aypraisal experse
Fea irspection expsnse
MiscelianeoLs rxponss

Total expense

Ket income before adjustmant of valuation allowances

THCREASE (-) O ZZCREASE IN VALUATION ALLOWANCES:
Allc arcte for estimated future losses on acquirsd propertiss and
notes

Allowavce for ostimated future lesses on defsulted Title I notes
Allosance for estimated futurs losses on other notes receivable

Total edjuaiment of valustion allowsnces

Bet income

ANALTSLS OF INSURANCE RESERVES AND BORRGWINGS

DISTRIBUTICY OF IET INCOME:
Statut:ry reserve (participsting ressrve account):
Balarce at bepirning of period
Ad:ustre-ts during the period
Allocation of net lncome
Perticipations declared

Balarce at end of poricd

Insurace reserve:

Balsnce at beginning of periocd

Ad_astme-ts during the peried

Net inco=s for the pericd

Cspital contribition to or from (-) the Gensral Insurance
Fund

Capital contribution to or from (~) the Cooperative Management
tousing Insurance Fund

Bslance at end of paricd
BCZROAINGS TROM ©. S, TREASURY:
Balance at beginning of perind
Borrovirgs dring the perioed
Repaysents during the period
Balarce at end of period

Totsal resarves and borrowings at ond of paried

SCHEDULE 2

1970 1969

$  49,089,790.45 $  40,230,883.36
324,052,685.66 303,412,803.44
49,808,075.94 35,600, 669.51

-18,591.66 N
1,467.63 1,097.30
487,908.47 434,389.36
- 21,739.13
887,365.69 900, 467,54
358,048.15 -317,137.52

1,950,706.75 -
94 £71.37 21,517.52
426, 692,923,45 380,306, 430,39
120,477, 322,74 104,918, 862,50
450,000,00 450, 009,30
21,779,689.77 23,936,651.17
- 21,739.13
73,%41,012.23 105,741,746,05
10,823,445, 01 8,887,728.18
1,508,145,51 6,905,651,15
2,642,675.00 2,669,202,00
186,658.50 33,974.20
138,621.95 211,2581.92
232 171 *.253,776,834.10
A% 07,376. 78 126,529,596.29
-13,422,501.00 14,766,248.00
1,521,534.00 2,252,000.00

-258,792.00 -

~12,126,329.00

17,818,268.90

$ 182.191,C17.76¢

$ lld chp, Pk 200

122,137,025.65 124,117,637.60
-2‘47.5'76.81c -
3,476,767.67 2,512,874.84°
5,260, 616,74 <4,493,486.79
120,105,799.77 ~122,137,025.€5
1,272,223,387.86 1,136,184, 578,41
248,101.81 ~4,956,160,00®
178,714,250. 07 141,034, 959.45¢
- 44,136,498,76
- 4,136,493.75
1,451,185,739.74 1,272,22 86
10,000, 000. 00 10,000, 060. 00
10, 000, 000, 00 10,000, 000,00

$1,581,761,635, 51

$ 1,504 260 411,91

2Lmes not tnclude unfilled orders totaling $1,197,150.36 for operating axpenses at Juns 30, 1970, and $1,070,433.00 at

Jure 30, 1969,

bIncludes an adjustment in the amount of 34,996,560 applicable to the allowance for estimated future loases prcvi‘ded

in fiacel year 1967 for mortgage notes mnd contracts for deed,

©Toe net ircome wes distributed to the atatutory reserve and the insurance reserve by the Assistant Secretery-
~omnissicner, HUD, FHA, ubder esuthority of section 213 of the National Housing Act.
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ASSETS

CLSH AND FUND BALANCES -
Cash on herd and in transit
Rurd balarces with U. S. Treaswy

Total ceeh

4CCOTTS RETETVABLY,

Fosniuns
Govarnmant agencies

Othar

Fale af Comisslonnr-held pragertiess
Govarreent sgen-lias
Qthor

Sale of Cosmiesismar-held mortgsgoes:
Cthee

Okhar:
Aovernment agpaciec

r
Advence ts Special Risk Insurance fund
Tatsl accoints recelvedble
ACTRUED ASSETS:
Prasiums
Irterost on U. 5. Gavernment securitiss
Interest on mortgage notos receivable
Total sccrusd sssste
INVESDLNTS:
I, 3, Goverrmand securitiss atl smortised cost
{Market Volus $1,015 041,440.42} (note 1)
Stosic 1n rental and coopsrative hhuring core
porations. 209,222 sharas~at cogt

Totsd insostments

HORNCAGE ROTTS AND CONTRACTS FOR DFED.-UNPAID
BALARCE
Lesn ellovance for estimsted futurs losses

Bt mortgags notes and 2ontracts for
doed

ACQUIRED SECURITY CR COLIATERAL:
toquired propsrtye-st coot plus met ex-
perses to date
Dafaulted msrigige notas—.at cost plus net
nsas to date
Defauited Title I notes—st wnpaid principal
balance

Totel cast of acquired property asd
ootes

Loas principal recoveries on defanlted
wortzege notes
Lras wdisburssd aortgage pracesda
Orrocovared coat
Loss allowns e for sstimsted futurs loanss
Het, soquired property and antes

Other detee receivabla
Lage allowanza for estimstad future lodses

¥at other notes receivehle
Bot acquired security o* collateral

FORKTTURE AND BQUIPMENT
Lass allnvance lor depreclatian

Pot furniture snd aquipmsnt

OTHER ASSETS.-HID FOR THE ACCOUNT OF MORTGAGORS
Totsl sazets (note 2)

Tha =otes oo page a78 o6 fotegral part of thie

PRDERAL HOUSING ADMINISTHRHATION
COMBIMED BALARCE SHEET
ANALYSES BY #UND
AS OF JUKE 30, LF70

Cooporative
. Rufina Managass 1t Special Salaries
‘ Hortguga Gonoral Hous, - Rnk a
Ingurenco Inavraace Tneura-so Insuranre Expenses
Conbined fund Fund Pard L wJbund B
§  -1,695,336.8) $ -33 1,007 89§ - $ - $-1,69,335.39
89,154,779.64 40,912 493, 13 2R.R03,720.77 LdY e b 4,992,600 87 LWIZESED
- 461,375.01 56,912,400.00  2B,806,771.65  _1,06,3%3.44  4,977,003.53  31,4-0,253.33
%,30,592.00 3.895,712.00 652,735.00 - 20, 1065,00 -
63,414,35 - 63,388.25 - 26.00 -
13,560, 094,05 8,488,172.15 2,739,468.37 125,618.06 227,032.47 -
40, 000.00 - %0 102,00 - - -
7.499,719.92 5,575,629 % LI R £ 126,058.42 -
25,304,395.14 26,3%, 295,16 - - -
1,039, Sob 08 20,40 49 64,971,168 $3.13 - 973,518.68
2,430, 977.86 1,660,752.25 501,692.78 - 39,450,060 269,092.83
15,000, 000.00 - 56,092, 092,00 _— - Z
68,572,057.80  _ _19,60%,576.21 47,165,809.98  __12%,7c2.19 832,21}.8 1,3%8,611.51
127,982,608, 7 110,899, 379.97 13,806, 568.49 - 435,473, -
14,603, 356,95 1,217,063 o0 - wen Bu473.98 N
144032,082.08 Lh23) 13,535,898 $.8,00 26,805,66 N
156,652, 449.97 125,57%,193.1% 22,232,810.47 LI Y. ) 3,863,285,57 .
1,047,721,765.35  1,017,213,577.84 - 30,308,167.51 - -
29,820,00 - 214,020,00 21,723.00 - § N
1,067,952,985.3F  LOIZ.ALY 527 84 214,020.00 0,527, 222.51 - -
235,808,263,27 18,632,87,.60  215,873,046.35 2,392, 341,52 -
15,937,219 03 499,779,00 15,31€,883.90 1:5,:17.00 . -
220,877,554.27 18,13%,116,60  200,596,203,35  _2,192,52.57 - -
600, 868, 324,62 217,030,339 14 367,597,853.40 3,9%,730.98  12,304,251.10 -
407,909,289.67 8,975,538.20  388,910,576.03 8,479, 33.9% 1,643,851.50 -
45,016, 5405.27 - 44 014,405.27 - - -
1,052,792,019.76 225,9.5,677.34  BOC,522,634.90  12.815,62%.92  1).918,102.60 -
42,643,743.62 787,578, 7% 41,601,123.95 4h, 0,63 506,20 -
1,010, 148,270.16 225,113,793.40 758,711,310.95 12,371, 064,29 13,947,5%6.32 -
132,797,316.09 56,640, %00,00  263,947,022.00  _2,01,797,00 _,487,991,00 -
677,350,954,16 . _ 168,5{7,50.60 ' 489, 166,288 95 9,540, ~21 23 9,559,605 32 -
260,467.92 257,725.00 12,732.92 - - -
258,292,09 2%6,114.00 12,8678.00 - - -
1,625.%2 4,601 08 sh.y2 - - -
672,352,630.08 168,$70,950.60 489,264, %7.87 9,549,771.29 9,453,605.32 =0
10,020,17%, 0l . - . -
5,550, 0%, 06 - -~ : w
B 062,769.98 = = - - 4,680,760.08 T
096,9.5.24 21,721.83 3,075,242, 41 - - .

$2,204, 475 3720

$1,390. 065 w1 0%

$2:4, 812 510 24

$44, 10 cre oy

$18,393,202.11

$12, 158, 83”7

ctatemant.




LIABILITIES

2LCOURTS PAYABLE:
Salarios ard expensen:
Governsent agenclos
Othor
Aoquired sscurity and migcel-
Lsowoua:
Govornmsnt agencies
Othor
0 Pund participations paysble
Advance from Goneral Insurance Fund
Intor-furd (receivables(-})

Total eccounts piyabls

ACCRIED LIABTLITIES:
Interoet on dpbemtures:
Gavermwnt agencies
Qthar

Total seerued 14sbilitica

TRIST AND DEPOSIT LIARILTTIES:
Baployees® payroll deductions:
U. S. Savinga Borde
Stats taxos
Dopogits held for wortgagors snd lassess
(note 7}
Esrnost monsy on pending salos
Excaps proeads of sals:
Govorrmant sgoncies
Othor

Total trust and daposit liabilitles

DMFERRED CREDITS:
Unsarned premsur incoms
Unearred fee income
Unspplied credits

Totsl defarred crodits

DEBINTURE OBLIGATIONS:
Debontures isswed and outstending:
Government agencisa
Othor

Total issued and outstanding

Debentures authorired for 1ssue:
Gavarnsant. sgencies
Other

Total authorized for izsus

Dabanture clsies in prossss:
Gavernmont agencles
Othor

Total in procoss

Total dsbenturs obligations

OTHER LIABILITIES:
Raserve for foreclosure costs--defsulted
aartgage rotes
Pmgloyess' accrued ennual leave

Total other 1iabilities

Total lisbilities
HESERVES AND BORROWINGS FROM U. S. TREASURY

RESERVES :
Statutory Ressrve--for participstion paymants
20d future losses {nots 5
Insurance Reserve~availsble for future losses
sod expaases (note 3)

Total reserves
BORRIINGS FROM U, S. TREASURY (note 8}
Total ressrses and borrovings fros

U. S. Treasury

Total ttabflities, regarves and bor-
rovings froa U, S. Treasury (notss
3,4 5, 6,004 7}

SCHEDULE 3

Cooporative
Futual Hansgomont Spacial Salaries
Yortgage Ganoral Bousing Risk ord
. Insurance Insurance Insursnce Insurance Expensen
Coablaud ¢ Purd Pund Pacd od P.nd
5,372,201,02 4 - - - 8 § s 226102
6,858,593.39 - - - 6,898,593.39
9,617,365, % 5,373,163.91 3,120,376.63 6.0 1,123,818,20 -
26,931,220.82 15,582,735, % 9,673, 009,61 5,696.00 1,669,978.85 -
,062,996.40 3,062,996.40 - - N -
15,000,00.00 - - - 15,000, 090,00 -
- 0,56 % =112, 963.38 =2,272.10 9.416.%6 5,459,76
66,842,416.97 20,676,950.3t 11,660,422.86 2226.90  12,823,214.53 16,795,004, 33
1,157, 365,98 - 1,130,543, 8 16,821.60 - .
8,879,276 ,40 279,993.49 8,29,519.8 23.,845,53 = =
9,936,679.38 270,972.49 9,61 042,76 an:,662.1 - -
83,572.6) - - - - 83,572.63
283,139.74 - - - - 283,139.74
14,619,926.95 232, 342,15 14,224,079.22 162,093.0) 1,512.58 -
J.826,352.58 2,212,85.67 1,525,179.10 - 86,316,818 -
250,843,09 - 213,065.9 T -
2,617, 7122.87 1,002.57  _ 216,230 % 7. 15 y !
21,473,155.85 2,665,202, 15 18, 778, 646460 199,862.18 82,729, 4,212, 7
50,065,933,20 5,488, 034,90 50,259,026.06 3,211,691.07 -
563,370.56 - 399,362.97 161,190.59 -
1,225,339 726 2,345.48 L1213 4 =012 231
$1,853.693.50  _ _ 4,490,400, 4 421,50 1. 270.663. %5 91,219.21
70,335,750,00 - 69, 547, $50,00 839,650,00 - -
456 .00 16,259,350.00  416,935,550.00  $4,8°2,939.60 - -
16,852,650.00 16,759,75D.00  486,452,€59.00  15,6-0,650.00 - -
910,100.00 : 910,100 00 N - N
910,100,00 - 916, 100.58 = - -
20, 300,00 - - 29,300.00 - -
2,446,252.00 - 2,bu8,250.00 - - -
2,468,550,00 - 2,4u8 250,09 22,399.00 - -
520,229, 390,00 14,759,350.00  489,903,091.00  15,6£2,950,00 - -
4,285, 164,19 - 4,19%,725.92 §9.439.27 - -
10,507,467 29 2,525,701,29 3,172,239 52 £,123.26 +69,812,23 -
15,792,6%1.48 _2..25,301.28 2,232,955, 44 *,562.53 163,212,23 -
_6R5,181,937.19 47,867,113.81 578,30k, 07,16 18,337,195.89  21,41,424.45  R7,850,6%.
120,103,799.77 115,953,787.68 - 5,157,012.09 - -
1,151,385,739.74 1,224,719,559.55  208,468,311.56 21,576,089.76  -2.C78,221.1% =
1,571,291,539.51, L A0,178,247.23 20801158 25,2:330L.55 -W8.an1a3 -

10,090,000,00 -

10,009,020 00

1,581,291,539.51 1,040,178 342,23

$2,966,605, 976 20 $1,190, n4s LEL 04

31

218,468 711.53

§205, P17 813 20

29,75 2.101.8<

TV *<l1sﬂ.zb

<3,073,221,1§

419, 3€3 207 %y

$17, 129 Ky 97




SCHEDULE 4

FEDERAL ROUSING ADHINISTRATIOR

COMBINED STATEMENT OF IXCOME AND EXPEHSE

AND CHANGES T INSURANCE RESIRVES AND BORROWDNGS
b

:ANAL‘ISIS BY AND

POR THE FISCAL YEAR EWDEP JURE 30, 1970

Cosprrativn
Hutual Henagoment Spualsl
Hortpage Gonoral Hoagtng Risk
Insurance Insurance Insursnes Insurance
DICOME AKD FXPENSE Combined —Fund _ Rund —Pund __ —FPund
b 16 5,6 04, 513,06
Fesa #9,060,790.45 425,888, 525.00 $13,632,069. $35,677.93 £9, 504,513,
Irsurznce premiums 304,052,6R5.66 242,751, 324.838 70,859, 522.47 b,018,951.66 6,422,8%.65
I-tarest on U. S. Governmsnt securities 49,808,075,9% 44,003,269.20 - 1,340,631.38 6k, 175.56
Prafit o= loss () on sale of investments -18,991.66 - - - -18,591.66
[z.iderds received o sto~k held in vental and
4 . - 467.63 - -
cosperative housirg corporations 1,467.63 1,
Iterest o1 mortgage notes 437,908.47 349, 303,43 131,974.98 - 6,630.06
-t © g3 other income on defeultad Titlde I
! r::: F ekher Sne 867, 365.69 - 887,365.69 - -
I -ome or expanss (-) on asttled propertisa 358,088, 15 71,795.93 2?6.2“8.!6 - 4,08
Franium on sale of Secretary-held mortgages 1,950,706.75 - 1,962,705.75 - -
Kiscellarsous intams 94,3213 8,776.56 86,2453 = 20.28
Total incoms L b26,692,928.45 317,672,995.05 £7,845,429.62 $,395.260.72 19,929.242.96
BPETE:
£5laries ard sxparses (nots a) 120,477,322.24 72,428,151.19 35,357,923.85 347,632.55 12,33),635.15
Ir*srest or borrowings from 0. §. Treasury 450,093.00 - 450,000.00 - -
Irte~est on debanture obligations 21,779,€37.77 727,214,60 20,4%3,227.2) 609,247.% -
Loss o~ amaulred security ?73.9%1,012.23 63,714,506.63 9,941,573.20 «377.647.15 662,502,758
loss or zefs.lted Title I notes 10,82, 646,01 - 10,823,446.01 - -
Ilzcourt or sale of Secretary-held movigages 1,508, 165,51 1,067,897.54 834,920.47 - 5,327.50
Fos eppraisal experse 2,640,€75.00 2,125,325.00 340, 600. 00 . 15%,750. 00
Fee irspection expsnse 186, €58.50 143,475, 50 18,746.00 . 26,437,00
Miscella-~o1s experse 129,€91.95 2°,571.28 50,942.93 44,78 8,67.91
Total expense 232,945,551 D, 2R3, 5K1. 78,291,L01.24 579,278.12 13,189,332,
$ot inccas before adjustaent of
valustion allovances 194, K7, 276,74 172,187,453.51 9,554,027.93 4,815,982,6, 2,739.912.65
THCREASE{-) OR DECREASZ T VALUATION ALLOWANCES,
Alo-arze for estirated fulure losses on
azquired properties a-d notes -13,422,591.00 -10,219,297.00 -152,520.00 1,289,110.00 -5,339,75%.02
lewarce for esiirated future lassss on 8-
foulted Title Y rotes 1,524,925,00 - 1,526,934,00 - -
Wlpsar:s for estizated future losses on othar
notas receiveble -254,792.00 =266,134,00 212,628.00 -
Total sdfustmant of voluation ellowances ~12,156,759 00 -10,465, 411,09 1,299,27€.£0 1,283,110.09 =4,339,7%.00
Not incowe or losa(-) £182.101,712 Pbe $3164 773 QLD SY 310,613, 763.63 $6,105,002 £<€  §_y ko R8Y ;a
ANALYSIS OF IFSURANCE RESERVES ASD BORROWIEGS
DISTFRUTION OF NET INCOME:
Statutery reserva (participating resorve account)s
Falacre at Legirrirg of period $122,137,025.65 $115,624,150.61 $ - $2,512,874.8% $ -
Adiustmerts durirg the period -247,576.810 - - -247,576.81b -
Allczstion of pel income 1‘LZ6,762.E7¢ - - 3.416,767.67¢ -
Farticipations declared 5,260,626, 2% «3,565, %31 - =1 053.61 —_ =
Sslanze at ond of peried 120,105,799 77 115,9,%,787.68 - 4,367,012 09 -
Irsurance Tassrve;
Ealarce sl beginnlig of period 1,272,823,337.86 1,056,974,559.33 195,491,036.29 20,429,195.77 ~671,693.58
A1)-strorts durirg t-e pericd {note b) 244, 10184 522,957.66 2,063,310.%  -1,481,630,09 -855,736.22
Hat lnzoma for the period 178,714,220.07 166,702,042, 51 10,9173,263.93 2,628,324 38c 1,549, 831,38
Balance st ond of pericd l,hSl.lBﬁ,Tf!E.'ﬂA 1,224,219,559 58 203,468,311.58 a89 23,078,221 ,15
BORRMINGS FROM U. S, TAEASURY:
Balance at bagihaing of perisd 10,093, 000,00 - 10,000, 099.00 - -
Forrewirgs during the period - - - - -
Pepaysents during the pariod - - = - -
Balance st end of poriod 10,000,007.00 - 10,000,000 00 - -
Total resarves and borrovings at
ond of poriod 44,581,291, 539 51 $,000,078, W2 29 R19,465,011.98  §25,723,101,85 423,078,221, 8%
3poss not ircluds unfilled ordsrs totaling $1,197,140.90 for operating expsnses.
Deoeprised of the folloving adlustments applicable io prior Yoars:
1. Salsries ard expensos R47,576.81 §519,920.30 $2,061.721.20  §1,483,458.58 £-852,616.19
2, Anrual leave expanses 2,512,36 1,560.08 22.59 4,120,093
3. Foe appraiss) axpernsea 525.03 525.00 - . -
4204, 101, RY $5.02,007 66 $,063.311.%  $.1,881.490 99 $-956,.7% .22

“Tha mmt inrome wia 81airihutad to the ststutury reasrve and the insurance reserve

section 213 of the National lousing Act.

9]

by the Asoistant Sacretary Commsiasioner, HUD, FiA, under autharity of



SCHEDULE 5

FEDERAL BOUSING ADNINISTRATIONR

COMPINED STATEMENT OF SOURCE AND AFPLICATIOR OF FURDS

FOR THE FLSCAL }'EAR ENDED JUKE 30, 1970

Cooporative
Hutual Hanagemant Special Salaries
Hortgege Genoral Housing Risk and
Insurance Inguronce Ingurance Insuranas Expense
Combined ; Fund Fund Fund Fupd Fund
APPLICATION OF FUNNS:
Punde applisd to operations:
Euponsos:
Salaries and expensos $20,031,100,68 - ¢ - $ - § . $ 120,031,100.64
Charges to insurance funde
for salaries and ex-
panses - 72,428,151.19 35.367,921.85 7,632,595 12,333,615.15 ~120,477, 322,748
Intersst or borrowings R
from U, 5. Treasury 450, 002,00 - 450, 000,00 - . -
Intorast on debonture obe
ligatiors 21,779.639.77 727,214.60 20,483,227.2) 609, 267,54 - -
Discount on sals of
Secrotary-hald mortgeges 3,508, 145,51 1,067,897, 54 84,920,467 . 5,3272.59 .
Fee appraisal expense 2,640,675.00 2,125,225.00 340,600, 00 - 15%,750. 00 -
Fas inspo-tion expente 185,658.50 14),475.50 18,746, 00 - 24,437,02 .
Miscollarmous expanse 138,601,958 78,.921,28  . AL 44.78 8,677.91 -
Total expenses PR CYRRUN:H iV 1) 76,571,035,1} S2.576,%65.53 956,925,27 12,526,767.56 J46,222,10

doquisition of assatg:
Roal property asjeired
trelulirg nel caple
t3lizel exponses 421,503,369, 24 308, 084, 330.66 99,204,838.22 ~290,027.16 14,508,227.52
Assignod notes acquired
ncluding not capltale

1red exparses 12,068,434.48 2,162,935.49 8,675,033.84 524,183, b1 1,74,648.79 -
Defaultod Title I notoe

acquired 13,717,85¢.42 - 13,717,852,42 - - -
Acquisition of furniture

and aquipment 699,393.17 - - - - 699,398.17

Purchase of stock in rontal
ard coperalive houstng

corporations £00.00 = £%0,50 - = -
Total acquisition of
2580ts b7, 940 65, 34 310,247,266, 15 21 4,2 _ 814,210, 57 16.239,876.3) 699,398.17
Hutusl participstions 5,360,616,726 65, ! = 1,595,053.61 - -

Increase or decroase(.) in
workirg ~apital applicable

to opsretions 19,680, 8R4, il 6,721,748,23 35,815,162, % 259,154, 2 242,894,879, 16 <10,618,155.29
#justmerts of prior ysar's
expersen —=208,101,8) =502 68 22,067, 311.36 1,48),530,93 856 22 -
Total funds applied to
opsrations $18,761,227.0% 396,787,524.95 212,470,545.79 3,160,035,09 16,722,5%0.93 =10 .22
Fude eppliod to [lnancing:
Dobanturss redeamed 85,851,400.00 11,403, 350,00 74,362,750.00 85, 300.00 - -
U. S, zecurities a~quired (par}  357.75,000.00 361,123,000.00 1,173, 000.00 7,590, 020.00 - -

Ircreasa or decreese{~) in
working capital epplicable

to financing 11.962,536,66 §,165.877.56 =9,227,604.15 =500,452,02 L S5a132,340.70 10,391,426, 97
Totel furde opplicd
to Pimancing 667,609,985, 66 378,692,227,%6 K. 145,8; 7,080,847, 88 5,432, 340,30 10,391,624
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SCHEDULE 5

SOURCE OF FUNDS:
Punds provided by operationa:
Inoome:
Feos
Insurance pramiuns
Intarast on U, 5. Governasnt sse
curities

Profit or loss {-) on sale of investments

Dividends recaived on stock held
in rental and coopsrativs
hoising corporations

Interast on martgage notes

Irtarost snd sther incoms on
dafanlted Title T notes

Premium on sale of Socretsry-hold wartgages

Income or axpense(-) on setiled
propartiies
Miscolla*oous income

Totsl Anzome

Realization of assets:

Procesads from sale of properties

Recaveries on assigned notes

Recoveries on defsulied Title I
notes

Proceeds fros sele of purchase
money mortgages

Collections of principal on pure
chase money mortgsges

Redemytion or trsnafer of stock
in rental and coaperative house
ing corporations

Procesds and/or trade-in silos~
ance on farniture and squipwent
8old

Total raslization of essets
Adjustmant of prior ysar's incoms

Total funds provided hy
opsrations

Punds provided by finencing:
Debentures issued
U. 5. securities redesmad, sold and/
or trenslarred {par)
Privcipal collections on Defense
Fanily Housirg securitles

Total funds provided by
financing

Total source of funds

FPEDERAL BOUSIMNG ADKINISTRATION

COSBINED STATEMENT OF SOURCE AND APPLICATION OF SVHDS
POR THE FISCAL YEAR FNDED JUNE 30, 1970

Autusl Coeporative
up Managemsnt Spoclal
';""8‘8’ IGemrsl Heu:xng P?(;s: 551:7108
ngurance nauy
gnubﬁnsd hmd“ P\m;m’ !h:\‘:::"c' INK;\" &K:“
§  49,060,790.45 & 25,888,525.00 § 132,832,069.46 & 35,677.9) § 9,504,518.05 A& -
326,052,665.66 © 242,751,324.88  70,859,522.47 4,018,951.66 6,422, 886.65 -
49,808,075, 9% 48,403,269.20 - 1,340,631.18 64,175.56 5
-18,991.66 - - - ~18,991.66 .
1,467.6) - 1,067.63 - . -
487,908,427 349, 303,47 131,970.98 - 6,610.06 .
837,365.69 - 887, 365.69 - -
1,960,706.75 - 1,960, 706.75 - -
353, 048,15 71,795,939 286,248,186 - 4,01 -
NraTe)d 8,776,536 86,074, - 20,28 -
026,692,928.45  917,472,995.0 07,845,429,62 §,395.260.72 15, 979,262,95 -
218,652,827 06 184,326,257.16 62,153, 972.91 40, 000.00 1,637,591, 99 -
24,101,269.11 38,979 N 23,752,742.8% 44, 50,6) 506.28 -
5,761,955,00 - 5.761,955.00 - . -
£11,038,729.06  4),405,660.00  67,380,515.06 - 252,550.00 -
5,289,596.95 629,361.00 b,604,977.47 5,258.48 - -
12,900.00 - 12,900.00 - - .
6,85.25 - = - - 6,545, 2¢
39, P, 702,43 208,240,292, 47 163,871,.572,33 389,799.13 1,885,618, 27 £ 5 28
~247,576.81 - . - =247,526.81 - e
821 4. 0 46,213,252,82  251,717,002,00 uR3, 17,864,891,2)  6,b45,25
25,807,909,00 - 25,604, 500,00 203,400,00 - -
238,932,550.00  229,261,550.02 1,171,000, 00 4,500, 090,00 4,000, 000,00 -
292,182.64 - 292,189.64 - - -
265,032,630.6  229,261,550,00 _27,052,689.64 £,703,490,08 4,000, 000,00 -
$LOARLLRL $775,475,800.52 28,204,601 64 §)0,740, 833,07 $2, 86k 801,29 $6 Lhg 29

This statezmsnt 13 based on & cosbined statement of source snd spplication of funda submitted by FHA to the Treaswy Dspurtmsnt in acoordance with

freosury Dapartment Clrcular HBo. .

%Ynaludes the fallowing charges for waich eash is not sxponded:

Doprecletion on furniture and equipment
Loss on diaposal of furniture snd oquipmant

$uh1, 516,48
4,205,62

$hbs 222,10
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NOTES TO COMBINED BALANCE SHEETS

JUNE 30, 1970 AND 1969

Investments include debentures of FHA Ineurance Funds in the amount of
$69,794,650.00 at June 30, 1970, snd $72,933,200.00 at June 30, 1969,
purchased as an investment by the Mutual Mortgage Insurance Fund.

The following items are not recorded in the assets:

a. Properties and notes tendered by mortgagees but not accepted
by FHA in the amount of $21,359,400.18 at June 30, 1970, and
$15,172,208. 44 at June 30, 1969.

b. Accrued interest receivable--collection doubtful--on defaulted
Title I notes at June 30, 1970 and 1969.

1310 1969

On Notes with principal belances $9,569,371.92 $11,Lk2 k07,22
Principel balance paid-interest due 1,163,612.17 769,360.82

Total $10,722,98L.09 $12,211,768.0u4
The following items are not recorded in the liabilities:

a. Unfilled orders in the smount of $1,512,823.98 ($315,683.62
furniture and equipment and $1,197,1L0.36 operating expenses) at
June 30, 1970; $1,363,774.16 ($293,341.L9 furniture and equipment and
$1,070,432.67 operating expenses) at June 30, 1969.

b. Unfilled orders and incompleted portion of contracts for property
repairs in the amount of $9,936,504.91 at June 30, 1970, and $6,760,088.10
for incompleted portion of contracts for property repairs at June 30, 1969.

c. Contingent liability with respect to pending lawsuits in the amount of
$290,860.94 at June 30, 1970, and $611,861.98 at June 30, 1969.

d. Pending claims on properties and notes tendered by mortgagees but not
accepted by FHA in the amount of $21,359,400.18 at June 30, 1970, and
$15,172,208 .kt at June 30, 1969.

e. Certificates of claim relating to properties and notes tendered by
mortgagees but not accepted by FHA in the amount of $193,571.15 at
June 30, 1970, and $220,419.75 at June 30, 1969.

£. Certificetes of claim relating to acquired security on hand of
$14,937,084.96 at June 30, 1970, acd $15,871,113.31 at June 30, 1969.

The amount shown as "Borrowings from U. §. Treasury” represents $25,000,000.00
advanced to the General Insurance Fund less $15,000,000.00 repsid to date on
authorized Treasury note of $50,000,000.00.

Residual of Reserves is equity of the Government upon the liguidation of all
cleims and settlement of contractusl obligations.

The maximum ljability for outstending FHA insurance contracts in force at
June 30, 1970 end 1969 was:

1970 1969

Mortgage Insurance Programs $67,202,162,115 $61,671,654,221
Mcdernization and Improve-
ment Programs (Title I,

section 2) 392,128,685 393,539,701
Total $67,594,290,800 $62,065,193,922

The lisbilities shown for the "Deposits held for mortgagors and lessees" is net
of escrow advances by FHA in the amount of $415,591.41 at June 30, 1970, and
%35’93875 at June 30, 1969.

FHA in special circumstances would be indemnified against loss on certain insured
mortgages and assigned mortgage notes up to $952,674.35 at June 30, 1970 and
$1,133,101.74 at June 30, 1969.
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APPENDIX I

PRINCIPAL OFFICIALS OF
THE DEPARTMENT OF HOUSING AND URBAN DEVELOPMEXNT
AND FEDERAL HOUSING ADMINISTRATION
CONCERNED WITH THE ACTIVITIES

DISCUSSED IN THIS REPORT

Tenure of office

From To
SECRETARY:
George W. Romney Jan. 1969 Present
ASSISTANT SECRETARY-COMMISSIONER:
Eugene A. Gulledge Oct. 1969 Present
William B. Ross (acting) Mar. 1969 Oct. 1969
ASSISTANT COMMISSIONER FOR ADMIN-
ISTRATION:
Horace B. Bazan Jan. 1956 Present
ASSTSTANT COMMISSIONER-
COMPTROLLER:
Woodward Kingman (acting) Apr. 1970 Present
Lester H. Thompson June 1961 Apr. 1970

U.S8. GAO Wwash., D.C.
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