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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 audit of the financial statements of 
the FSLIC Resolution Fund for the years ended December 3 1, 199 1 and 
1990. These financial statements are the responsibility of the Federal 
Deposit Insurance Corporation (mrc)-the Fund’s administrator. Our audit 
disclosed that the Fund’s statement of financial position as of 
December 31,1991, and its statement of cash flows for the year ended 
December 3 1, 199 1, present fairly, in aII material respects, the financial 
position of the Fund and its cash flows in conformity with generally 
accepted accounting principles. We do not express an opinion on the 
Fund’s statement of income and accumulated deficit for the year ended 
December 31,199l. 

We were able to give the Fund an unqualified opinion on its 199 1 
statement of financial position because, over the past 3 years, FDIC has 
gained additional experience and made significant improvements in its 
procedures for estimating the Fund’s future assistance payments, 
increasing the reliability of this estimate. Furthermore, the Fund’s 
exposure to material losses should its estimated assistance payments or 
estimated asset recoveries prove inaccurate has significantly decreased. 
Although we believe the Fund’s estimates are reasonable as of 
December 31,199 1, uncertainties stiIl exist regarding general economic 
conditions and assistance agreement cost saving actions that may result in 
assistance payments and asset recoveries different from those the Fund has 
estimated. 

Our reports on the Fund’s internal control structure and its compliance 
with laws and regulations are also presented. Our report on the Fund’s 
internal control structure includes a material weakness regarding 
significant deficiencies in the integrity of data maintained in FDIC’S asset 
management information system. We conducted our audit pursuant to the 
provisions of section 17(d) of the Federal Deposit Insurance Act, as 
amended (12 U.S.C. 1827(d)), and in accordance with generally accepted 
government auditing standards. 
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We are sending copies of this report to the Chairmen and Ranking Minority 
Members of the Senate Committee on Banking, Housing and Urban Affairs 
and the House Committee on Banking, Finance and Urban Affairs; the 
Chairman of the Federal Deposit Insurance Corporation; the Secretary of 
the Treasury; the Director of the Office of Management and Budget; and 
the Director of the Office of Thrift Supervision, 

Charles A. Bowsher 
Comptroller General 
of the United States 
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To the Board of Directors 
Federal Deposit Insurance Corporation 

We have audited the accompanying statements of financial position of the 
FSLIC Resolution Fund’ as of December 3 1, 1991 and 1990, and the related 
statements of income and accumulated deficit and statements of cash flows 
for the years then ended. These financial statements are the responsibility 
of the management of the Federal Deposit Insurance Corporation (FDIC), 
the Fund’s administrator. Our responsibility is to express an opinion on 
these financial statements based on our audits. In addition, we are 
reporting on our consideration of FDIC’S internal control structure and its 
compliance with laws and regulations as they relate to the Fund. 

We conducted our audits in accordance with generally accepted 
government auditing standards, Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether the 
financial statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, 
as well as evaluating the overall financial statement presentation. We 
believe that our audits provide a reasonable basis for our opinion. 

In our opinion, the Fund’s statement of financial position as of 
December 3 1, 199 1, and its statements of cash flows for the years ended 
December 31, 1991 and 1990, present fairly, in all material respects, the 
fmancial position of the F'SLIC Resolution Fund and its cash flows for the 
periods then ended in conformity with generally accepted accounting 
principles. 

In our previous report,2 we did not express an opinion on the Fund’s 
statement of financial position as of December 31, 1990, or its statement a 

of income and accumulated deficit for the year then ended, largely due to 
the potential material effect of economic factors on the Fund’s estimated 

‘The FSLIC Resolution Fund (Fund) was established on August 9, 1989, by section 2 15 of the Financial 
Institutions Reform, Recovery, and Enforcement Act of 1989 (FIRREA) to manage the assets and pay 
the debts, obligations, contracts, and other liabilities resultlng from thrift resolution actions initiated by 
the former Federal Savings and Loan Insurance Corporation (FSLIC). 

2FlnancialAudit: FSLIC Resolution Fund’s 1990 and 1989 Financial Statements (GAOMFMD-92-22, 
December 17,199l). 
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payments under its assistance agreements and on the Fund’s estimated 
recoveries from its sale of receivership and corporate owned assets. These 
factors, which were beyond FDIC’S control, included the instabilities in local 
real estate markets and fluctuations in future interest rates. In addition, the 
Fund’s estimated assistance payments did not reflect the potential impact 
of using appropriated funds to achieve cost savings under the assistance 
agreements. 

While the above factors will continue to influence the Fund’s future 
assistance payments and asset recoveries, we believe the effects of the 
factors were more determinable and supported by historical data at the end 
of 199 1, enabling more reasonable estimates by FDIC. In addition, over the 
past 3 years, FJXC has made significant improvements in its procedures for 
estimating the Fund’s future assistance payments, increasing the reliability 
of this estimate. Furthermore, the Fund’s exposure to material losses 
should its estimated assistance payments or estimated asset recoveries 
prove inaccurate has significantly decreased. 

The Fund’s 199 1. statement of income and accumulated deficit includes 
$1.7 billion in losses as a result of increases in the estimated liability 
accounts and allowance for loss accounts included in the Fund’s statement 
of financial position from 1990 to 199 1. These losses are largely 
attributable to an increase in the Fund’s estimated assistance payments and 
a decrease in the Fund’s estimated recoveries on receivership and 
corporate owned assets since the end of 1990.3 In our 1990 report, we 
questioned the reliability of using 1989 asset recovery rates in calculating 
receivership asset recovery values at December 3 1, 1990. We were unable 
to examine sufficient evidence to determine the reliability of these values at 
December 31,1990, or whether a portion of the 199 1 changes in 
allowance for loss accounts should have been recorded in 1990. Because of 
this limitation on the scope of our work, we are not expressing an opinion a 
on the Fund’s statement of financial position as of December 31, 1990, and 
statements of income and accumulated deficit for the years ended 
December 31,199l and 1990. 

Although we believe the Fund’s estimated future assistance payments and 
its estimated recoveries from asset sales are reasonable as of December 3 1, 
199 1, uncertainties still exist regarding general economic conditions, 

“The Fund’s total estimated liability for assistance agreements decreased from 1990 to 199 1 due to 
assistance paymenti made during 1991. See footnote 9 to the financial statements for an analysis of the 
changes in the Fund’s allowance for losses and estimated liabilities. 
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especially in regard to real estate markets and interest rates. These factors 
may ultimately result in assistance payments and asset recoveries different 
from those the Fund has estimated as of December 3 1, 199 1. In addition, 
the use of appropriations to achieve cost savings under the Fund’s 
assistance agreements will also affect future assistance payments. 

Uncertainties Affect 
Future Assistice 
Payments 

FSLIC entered into assistance agreements to facilitate the merger, 
acquisition, or stabilization of insolvent thrifts. Under FIRREA, the FSLIC 
Resolution Fund is responsible for making all payments required by these 
assistance agreements. In January 199 1, FDIC transferred management and 
oversight responsibility for the assistance agreements to the Resolution 
Trust Corporation (RTC). FDIC continues to perform the accounting 
function for these agreements. 

The larger assistance agreements generally provided assisted thrifts with 
the following three main types of assistance.4 

l Negative net worth coverage was generally provided in the form of 
interest-bearing notes equal to the acquired thrifts’ negative equity at the 
date of the assistance agreement. 

l Capital loss coverage guarantees the recorded values (usuahy historical 
cost) of poor-quality assets taken over by the assisted thrift. Under this 
coverage, assisted thrifts are compensated for the difference when they sell 
a covered asset for less than its guaranteed value. 

l Yield maintenance coverage guarantees the financial performance of the 
covered assets. This coverage guarantees that each agreement’s covered 
assets will collectively yield a specified rate which varies in accordance 
with the terms of the agreement and with market conditions. If covered 
assets do not generate the amount of income specified by the agreement, 
the Fund pays the assisted thrift the difference. a 

As of December 3 1,199 1, RTC estimated that the Fund would pay more 
than $8 billion over the remaining life of the assistance agreements 
(7 years for the larger agreements) largely as a result of the capital loss 

‘See Thrift Resolutions: Estimated Costa of FSLIC’s 1988 and 1989 Assistance Agreements Subject to 
Change (GAOMMD-9081, September 13,199O) for a more detailed discussion of these and other 
assistance agreement provisions. 
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and yield maintenance guarantees.5 To estimate future capital loss and 
yield maintenance assistance payments, RTC makes assumptions with 
regard to losses resulting from covered asset dispositions, the timing of 
these asset dispositions, and future interest rates. RTC revises its estimates 
four times a year based on changes in the above assumptions and historical 
experience. 

Although RTC has produced its future assistance payment estimates from 
the best available information, these payments remain subject to 
(1) instabilities in local real estate markets, which in part will be affected 
by RTC'S discounting policy, (2) interest rate fluctuations, and (3) RTC'S 
future use of appropriated funds to achieve additional cost savings under 
these agreements. 

Uncertainties in Red Estate Continued uncertainties surrounding economic conditions and the 
Markets over-built real estate markets affect estimated recovery values on the 

assets covered by the agreements. The aggregate covered asset pool for all 
agreements was about $14 billion as of December 3 1,199 1, over 88 
percent of which was real estate related. Projected capital loss payments, 
which comprised about 52 percent of the Fund’s total December 3 1, 199 1, 
estimated liability for assistance agreements, were based on appraisals of 
covered assets. However, appraisals, which generally estimate value based 
on recent sales of similar assets, might not reliably indicate future values 
because local real estate markets could significantly change prior to asset 
disposition. RTC, FDIC, and other public and private sector entities currently 
are holding a large portfolio of troubled assets, including large amounts of 
real estate related assets. Nonetheless, over the past year, local real estate 
markets were able to absorb over $2 billion in assisted thrifts’ real estate 
assets covered by the agreements. In addition, RTC sold about $7 billion in 
similar assets from failed thrifts through December 3 1, 199 1. As more l 
experience is gained through sales of troubled assets and local markets 
stabilize, estimated capital loss payments should be more precise. 

%‘his estimate, which is reported in the financial statement line item “Estimated Liability for Assistance 
Agreements” at its present value of $7.4 billion, also includes less signiicant amounts for reimbursable 
goodwill on assets acquired under the agreements but not covered by capital loss and yield 
maintenance provisions, and legal indemnifkations provided for under the agreements. Future negative 
net worth note payments are not included in this estimated liability because these note payments have 
already been determined based on the notes’ terms. The Fund presents its future note payments 
determined but not yet paid as a component of the financial statement lime item “Liabilities Incurred 
From Thrift Resolutions.” 
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A factor that may help reduce uncertainty in local real estate markets, due 
to competing governmental agencies holding large amounts of real estate 
related assets, is the adoption of RTC'S discounting policy for marketing 
real estate assets covered by the assistance agreements. In July 199 1, RTC 
adopted its policy that enables the real estate assets covered by assistance 
agreements to be marketed at the more deeply discounted prices that RTC 
uses to dispose of assets acquired from failed thrifts. Consequently, where 
this marketing strategy is used by both assisted thrifts and for sales of 
similar assets from failed thrifts, the assisted thrifts should be able to 
market these assets without a competitive disadvantage regarding sales 
prices, which may help reduce uncertainty in local markets. 

RTC also modified its estimation procedures to reflect this discounting 
policy strategy. Prior estimates of capital losses were calculated based on 
100 percent of the assets’ appraisal values without regard to expected 
disposition dates. This new policy calculates capital loss for real estate 
assets using asset values discounted from 20 percent to 50 percent. The 
discounts are dependent on expected asset disposition dates. While 
marketing of covered assets may be facilitated by RTC'S discounting policy, 
its implementation adds to the complexity of estimating future capital 
losses. However, depending on the accuracy of estimated asset disposition 
dates and the extent to which this policy is used, it may result in more 
reliable estimates. 

While the Fund’s future capital loss payments are subject to uncertainties, 
the Fund’s exposure to additional capital losses beyond what it has already 
recognized as of December 3 1, 199 1, has significantly decreased over the 
past 2 years. Specifically, the Fund’s remaining exposure to additional 
capital losses has decreased from $24.6 billion at the end of 1989 to $9.4 
billion at the end of 199 1. 

Market conditions will also affect the amount of yield maintenance 
payments, which comprised about 25 percent of the Fund’s total 
December 3 1, 199 1, estimated liability for assistance agreements. For 
example, when market conditions result in increased rental income, yield 
maintenance payments are reduced. This is because such income offsets 
the amount the Fund must pay to meet the assisted thrifts’ guaranteed 
yield. Similarly, real estate market conditions that decrease rental income 
would increase the level of assistance payments. 
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Uncertain Impact of Future Uncertainties in future interest rates affect the reliability of projected yield 
Interest Rate Fluctuations maintenance payments. Even small fluctuations of from 0.5 percent to 1 .O 

percent in interest rates would produce changes of from $70 million to 
$140 million, respectively, per year in yield maintenance payments, based 
on the Fund’s December 31, 1991, guaranteed value of the covered asset 
pool. RTC'S projection of future assistance payments decreased over the 
past year, in part, because relevant interest rates dropped by .86 percent to 
3.25 percent. These rates decreased steadily from October 31, 1990, 
through December 31,199 1. 

Effect of Cost Saving 
Measures Uncertain 

RTC is responsible for actively reviewing all means by which it can reduce 
costs under the assistance agreements. To carry out this responsibility, RTC 
developed a plan to prepay notes, renegotiate large assistance agreements, 
buy out small agreements, write down guaranteed asset values, and offer 
selected pools of covered assets to other private sector asset managers 
under long-term repurchase agreements. The successful implementation of 
RTC'S plan would reduce assistance agreement payments. 

For example, prepaying notes would save interest costs because the 
interest rate on federal borrowing would typically be lower than the rate on 
the notes over the term of the agreements. Renegotiating the agreements 
would result in savings if lower yield maintenance and capital loss coverage 
are negotiated in return for the Fund’s equity interests in the assisted 
thrifts. Buying out assistance agreements would eliminate all future 
payments and would result in savings if the government’s costs of 
borrowing the cash needed for the buyouts were less than the estimated 
payments that would be eliminated. Writing down covered assets to their 
fair market value would reduce the amount of future yield maintenance 
assistance since this assistance is based on the assets’ guaranteed value. 
Offering selected pools of covered assets to other private sector asset l 

managers would result in savings if payments under such repurchase 
agreements were lower than payments projected for the current assistance 
agreements. 

Page 11 GAO/AFMD-92-75 FSLIC Resolution Fund 



B-244576 

As of March 31,1992, RTC has used a total of $23.4 billion in appropriated 
funds to execute cost saving actions, which RTC estimates will achieve cost 
savings of $1.2 billion on a present value basis.e The majority of the 
estimated savings is attributable to interest cost savings as a result of 
prepaying negative net worth notes, which does not affect the Fund’s 
estimated future assistance payments-capital loss and yield maintenance 
payments. However, as of March 31,1992, FDIC estimated that about $9.5 
billion of the F’und’s fiscal year 1992 appropriation remained available for 
additional cost-saving actions.’ RT.C plans more renegotiations and covered 
asset write-downs to reduce future capital loss and yield maintenance 
payments, The Fund expects to receive a fiscal year 1993 appropriation of 
$6.8 billion, a portion of which may be available to further reduce 
assistance agreement costs. 

Improvements in Estimathg In the last 3 years, FDIC and RTC have made significant improvements in 
Future Assistance Payments formalizing their policies, procedures, and systems that are used to 

estimate the Fund’s future assistance payments. Since the end of 1989, 
FDIC and RTC have developed written guidelines for preparing and 
reviewing estimates of future assistance payments. These written 
guidelines, which were enhanced during 199 1, help ensure consistency in 
this estimation process. In addition, during 1990, FDIC implemented an 
automated system to track assistance payments by assistance agreement 
and assistance payment type. This system readily provides historical 
information, on both actual and estimated assistance payments, for RTC to 
use in estimating future payments. While the uncertainties surrounding 
these estimates make it difficult to precisely predict actual future 
assistance payments, FDIC’S and RTC'S improvements to their estimating 
procedures, coupled with the experience gained over the last 3 years in 
preparing these estimates, increase the reliability of the Fund’s estimated 
liability for assistance agreements as of December 3 1,199 1. a 

%his costcsavings estimate of $1.2 biIUon takes into account government borrowing costs and thus 
reflects the potential cost savings for the government as a whole. We wilI be reporting the details of 
RTC’s cost saving actions in a separate report on the FSLIC 1988 and 1989 assistance agreement costs, 
to be issued later this year. 

‘As of March 31,1992, a total of $10.4 bIllion of the Fund’s fLscal year 1992 appropriation remained 
available. FDIC expects to use a portlon of this amount to pay current obligations and administrative 
costs. 

PIPS la OAO/AFMD-92-75 FSLIC Resolution Fund 



B-244576 

Uncertainties Affect 
Ultimate Recoveries 
IFrom Assets in 
Receivership and 
Owned by the Fund 

As part of its resolution activities, FSLIC placed failed thrifts into 
receivership and paid out funds required to settle depositors’ claims. 
However, FDIC expects to recover some portion of these paid claims by 
managing and selling the failed thrifts’ assets that remain in receivership. 
As of December 3 1,199 1, the Fund’s claim against receiverships totaled 
about $11.9 billion. Receivership assets associated with those claims 
totaled about $7 billion, and FDIC estimated it would recover only $2 billion 
from these assets. In addition, the Fund has about $3.6 billion in assets that 
were purchased to improve the marketability (and, thus facilitate the sale) 
of certain troubled thrifts and to terminate receiverships. These assets are 
commonly referred to as corporate owned assets. As of December 3 1, 
199 1, FDIC estimated the Fund would recover approximately $600 million 
from the management and liquidation of its corporate owned assets. 

FDIC records the amounts FSLIC paid to close failed thrifts as a receivable 
from thrift resolutions and records the amounts F%LIC paid to purchase 
assets from troubled or failed thrifts as an investment in corporate owned 
assets. FDIC establishes an allowance for loss against the receivable and 
investment, which represents the difference between amounts paid and the 
expected repayment. The expected repayment is based on the estimated 
recoveries from the sale of the receivership and corporate owned assets, 
net of all estimated liquidation costs. At December 3 1,199 1, the allowance 
for losses for the Fund’s receivable from thrift resolutions and investment 
in corporate owned assets were about $9.9 billion, and $3 billion, 
respectively. 

For assets in liquidation, FDIC maintains a management information system 
which provides information on estimated recoveries from the assets’ 
management and sale. These estimated recoveries are used to derive the 
allowance for losses. Because of material internal control weaknesses we 
identified in this system, we designed alternative audit procedures to test 6 
the reasonableness of the allowance for losses reported on the Fund’s 
financial statements. These procedures, which consisted of analyzing 
FDIC’s collection experience on assets in liquidation to assess the 
reasonableness of the estimated recoveries on the Fund’s existing asset 
inventory, provided us with reasonable assurance that the Fund’s net 
receivable from thrift resolutions and its net investment in corporate 
owned assets reported on the Fund’s financial statements were fairly 
stated. 

Even though FDIC has assumed that the Fund’s receivership and corporate 
owned assets will sell for considerably less than their book value, any 
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worsening of the economy or real estate markets could result in recoveries 
even lower than currently anticipated. While the Fund’s recoveries from 
asset sales remain subject to economic uncertainties, the Fund’s exposure 
to further losses should its receivership and corporate owned assets prove 
worthless is only $2.6 billion, significantly less than its exposure of $6.8 
billion at the end of 1989. This decrease is primarily attributable to sales 
and increasing loss allowances on the remaining assets, The Fund’s 
exposure to additional asset losses will continue to decrease as the Fund’s 
inventory of assets decreases. 

Charles A. Bowsher 
Comptroller General 
of the United States 

May 11,1992 
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Report on Internal Control Structure 

We have audited the financial statements of the FSLIC Resolution Fund as of 
December 3 1,199 1 and 1990, and have issued our opinion thereon. This 
report pertains only to our consideration of the Federal Deposit Insurance 
Corporation’s (FDIC) internal control structure as it relates to the Fund for 
the calendar year ended December 31,199l. The report on our 
consideration of FDIC’S internal control structure as it relates to the Fund 
for the calendar year ended December 3 1, 1990 is presented in 
GAOhFMD-92-22, dated December 17, 1991. 

We conducted our audit in accordance with generally accepted government 
auditing standards. Those standards require that we plan and perform the 
audit to obtain reasonable assurance about whether the financial 
statements are free of material misstatement. In planning and performing 
our audit, we considered the internal control structure of FDIC as it relates 
to the Fund in order to determine the auditing procedures needed for 
purposes of expressing our opinion on the financial statements and not to 
provide assurance on the internal control structure. 

FDIC'S management is responsible for establishing and maintaining an 
internal control structure over the FSLIC Resolution Fund. In fulfilling this 
responsibility, estimates and judgments by management are necessary to 
assess the expected benefits and related costs of internal control structure 
policies and procedures. The objectives of an internal control structure 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 with management’s 
authorization and recorded properly to permit the preparation of financial 
statements in accordance with generally accepted accounting principles. 

Because of the inherent limitations of any internal control structure, errors 
or irregularities may nevertheless occur and not be detected. Also, 8 
projection of any evaluation of the internal control structure to future 
periods is subject to the risk that procedures may become inadequate 
because of changes in conditions or that the effectiveness of the design and 
operation of policies and procedures may deteriorate. 

For purposes of this report, we classified FDIC’S significant internal control 
structure policies and procedures, including those related to applicable 
laws and regulations, for the Fund into the following categories: 
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l assistance to troubled institutions, consisting of policies and procedures 
related to assistance agreement payments and to estimates of the future 
costs of the Fund’s assistance programs; 

l assistance to closed institutions, consisting of policies and procedures 
related to management, valuation, and liquidation activities for 
receiverships and corporate owned assets; 

l treasury/revenue, consisting of policies and procedures related to cash 
disbursements, cash receipts, and investing activities; 

l expenses, consisting of policies and procedures related to disbursements 
for administrative and supervisory expenses; and 

l financial reporting, consisting of policies and procedures related to the 
form, content, and preparation of the Fund’s financial statements. 

For each of the internal control structure categories listed above, we 
obtained an understanding of the design of the relevant policies and 
procedures and whether they have been placed in operation. Also, we 
assessed control risk. We performed limited tests of selected control 
procedures for each of the categories listed; however, we found it more 
efficient to rely solely on substantive audit tests to determine if related 
financial statement balances and disclosures were fairly stated. For all 
categories, we performed audit tests to substantiate account balances 
associated with each control category. Such tests can also serve to identify 
weaknesses in the internal control structure. 

Reportable Conditions Reportable conditions involve matters coming to our attention relating to 
significant deficiencies in the design or operation of the internal control 
structure that, in our judgment, could adversely affect an organization’s 
ability to record, process, summarize, and report financial data consistent 
with the assertions of management in the fmancial statements. 

8 
There are basically two levels of reportable conditions-those that are 
considered material weaknesses,* which could affect the fair presentation 
of the financial statements, and those, that while not material to the 
financial statements, are significant matters which merit management’s 
attention. We identified one condition involving FDIC’S internal control 
structure and its operation which we consider to be a material weakness. 

‘A material weakness is a reportable condition in which the design or operation of one or more of the 
epeciflc internal control structure elements does not reduce to 8 relatively low level the risk that errors 
or lrregularitiee in amounts that would be material in relation to the financial statementa being audited 
may occur and not be detected within a timely period by employees in the normal course of performing 
their assigned functions. 
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This condition concerns significant deficiencies in the integrity of data 
maintained in FDIC’S asset management information system. 

Through substantive testing and alternate auditing procedures, we satisfied 
ourselves that this condition did not have a material effect on the fair 
presentation of the Fund’s 199 1 financial statements. However, the 
existence of this condition greatly increases the risk that related balances 
may become materially misstated in the future if action is not taken to 
correct this problem. We also noted one matter that we consider to be a 
non-material reportable condition as defined above. This condition 
concerns lack of adherence to prescribed procedures over time and 
attendance reporting. 

Weak Controls Over FDIC’s Controls to ensure the integrity of data in FDIC’S primary system for 
Asset Management estimating recoveries from the management and disposition of the FSLIC 

Information System Result in Resolution Fund’s and the Bank Insurance Fund’s assets acquired from 

Data Integrity Problems troubled or failed financial institutions are inadequate. The lack of effective 
maintenance and updating of data files within the system has resulted in a 
significant number of errors in system-generated information concerning 
the estimated recoveries and related data concerning the condition of 
assets acquired from troubled and failed financial institutions. This, in turn, 
could result in material misstatements in the valuation allowance 
established against the FSLIC Resolution Fund’s reported balances of 
receivables from thrift resolutions and investments in corporate owned 
assets.D 

The Liquidation Asset Management Information System (LAMIS) is FDIC’S 
primary system for managing the FSLIC Resolution Fund’s and Bank 
Insurance Fund’s assets acquired from troubled and failed financial 
institutions. It serves as a subsidiary system of the Funds’ general ledger, 8 
which is maintained by FDIC’S Financial Information System. LAMIS 
controls, accounts for, and reports upon the acquisition, management, and 
ultimate disposition of assets acquired by FDIC as a result of resolution 
activity. LAMIS also provides estimates of recoveries to be received from the 
management and disposition of these assets, known as the Gross Cash 
Recovery (GCR), to FLIIC’S Division of Accounting and Corporate Services 
(DACS). For assets with book values of $250,000 or more, the GCRS are 

‘Corporate owned assets refer to the assets purchased from troubled and failed thriits to improve the 
marketability (and, thus, facilitate the sale) of certain troubled thrifts and to terminate receiverships. 
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estimated and input into LAMIS by responsible account officers. Assets with 
book values below $250,000 are assigned formula generated values by 
LAMIS based on historical collection experience with assets of similar status 
and type. DACS uses these estimates to derive the allowance for losses on 
the FSLIC Resolution Fund’s receivable from thrift resolutions and on its 
investment in corporate owned assets. 

As of December 31, 1991, FDIC had approximately 136,000 assets with a 
total book value of $33 billion and a total GCR value of $23 billion recorded 
in LAMIS. The FSLIC Resolution Fund’s portion of these assets consisted of 
13,800 with a total book value of $9.3 billion and a total GCR value of $4.6 
billion; the remaining portion of assets belong to the Bank Insurance Fund. 
The magnitude and nature of the information processed by LAMIS and the 
manner in which it is used make the integrity of the data it generates 
critical to the accuracy of the FSLIC Resolution Fund’s financial statements 
and the management of the Fund’s inventory of assets in liquidation. 

For FDIC as a whole, we conducted testing of information in WMIS on 
estimated recoveries and related data on the condition of assets at four 
FDIC consolidated receivership offices representing all four FDIC regional 
offices. We selected a judgmental sample of assets and tested LAMIS 
information on their existence, classification, and valuation against asset 
file documentation. Our sample of assets selected included both assets with 
GCRS estimated by account officers (individually appraised assets) and 
assets with GCRS developed by LAMIS (formula appraised assets). Of the 
items tested, 6 1 were individually appraised and 113 were formula 
appraised. 

Of the 6 1 individually appraised assets we selected for testing, file 
documentation for 16 (26 percent) did not support recorded GCR values. 
These included: (1) 11 assets with an aggregate GCR overstatement of 
about $2.4 million, (2) 2 assets with an aggregate GCR understatement of 

8 

about $400,000, and (3) 3 assets for which we could not locate 
documentation in the asset files to support their GCR values, but whose 
MIS-recorded value was about $187,000. 

In addition, 2 assets remained recorded in LAMIS after they had been sold, 2 
were double-counted and, for 1 asset, documentation in the asset file did 
not support the book value of the asset as reflected in MIS. These error 
rates are a matter of concern because individually appraised assets 
accounted for $28 billion (85 percent) of the $33 billion total book value 
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and $2 1 biiiion (9 1 percent) of the $23 biliion total GCR value of assets 
recorded in LAMIS as of December 3 1,199 1. 

Of the 113 formula appraised assets we tested, file documentation did not 
support the recorded GCR for 33 (29 percent). Because formula driven GCR 
estimates are based on historicai experience rather than actual individual 
assessment of an asset’s vaiue, we would expect some differences between 
the formula generated estimates of the recovery vahres for individual assets 
and those estimates that could be derived from documentation in the asset 
files, including both understatements and overstatements. Of the 33 
exceptions found, fnes supporting 13 assets reflected values greater than 
those recorded in LAMIS, and files supporting 20 assets reflected values 
below those recorded in LAMIS. 

However, the use of formula-generated recovery estimates based on 
historical experience in a period of economic uncertainty carries with it the 
risk that asset values wiIi become misstated due to the application of 
outdated formulas. In addition, use of formula generated estimates is also 
prone to other types of errors that CLUI result in mis&ated asset recovery 
values. For example, in addition to the 33 errors noted above, we found 8 
assets (7 percent) that were misclassified as to their asset type. As a result, 
I&MIS utilized an incorrect formula to generate a recovery value for these 
assets. 

We also selected 45 asset files in three regions to determine if the assets 
were, in fact, recorded in LAMIS. Of these 45 files, 3 (7 percent) were found 
not to have been recorded at the time of our audit. 

FDIC’S Office of the Inspector Generai conducted an audit of LAMIS between 
September 1991 and January 1992.‘O This audit identified many of the 
same problems we identified in our audit, as weIi as a number of additional 
concerns. The Inspector General’s audit, which was alao conducted at four 
FDIC consolidated receivership offices, found that high error rates in LAMIS 
files compromised the accuracy of management and financial information 
generated by the system. Additionally, the Inspector General found that 
(1) LAMIS l imitations and errors have eroded user confidence and reduced 
its effectiveness as an operational and management tool, (2) LAMIS security 
controls are weak, and (3) LAMIS responsibilities are not clearly defined. 

, 

‘%formation Systema Audit of LAhiIS (March 31,1992). 
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The Inspector General reported that the pervasive date integrity problems 
that plague LAM19 are primarily due to erroneous data input and 
maintenance, rather than inaccurate calculations by the system itself. 
These problems are traceable to a variety of causes, including inadequate 
training of system users, improper organization and content of physical 
asset files, data conversion and maintenance errors, inadequate review 
procedures, and a lack of centralized direction and control. Over time, 
these problems have been perpetuated and magnified by declining user 
interest in system maintenance as data quality has deteriorated and users 
have increasingly turned to alternate systems to serve their needs. The 
Inspector General concluded that the system of internal controls 
associated with UMIS processing is inadequate and, by itself, cannot be 
relied upon to ensure accurate and timely processing and reporting of 
financial and management data. To correct these problems, the Inspector 
General recommended a number of actions addressing (1) the high error 
rates in MIS, (2) functional limitations and declining user confidence in 
the system, (3) weak security controls, and (4) the lack of definition of 
responsibilities. 

Because of the weaknesses we identified and those reported by the 
Inspector General, we were unable to rely upon the data generated by 
LAMIS as a basis for estimates of future recoveries. As an alternate auditing 
procedure, we conducted an analysis of FDIC’S actual experience in 
collections from the management and disposition of assets acquired from 
troubled and failed financial institutions. The purpose of this analysis was 
to assess the reasonableness of the aggregate recovery estimates and, 
consequently, the valuation of the assets in the F’und’s asset inventory. 
Through this analysis, we were able to obtain reasonable assurance that 
F’DIC’S estimates of future collections were reasonable as of December 31, 
199 1. However, there remains a risk of material misstatement in the future 
if the weaknesses identified by our work and the work of the Inspector 6 
General are not corrected. 

In the report on our study of the internal control structure of the Bank 
Insurance Fund for the year ended December 31,199l (GAO/AFMD-g&73), 
we recommended that FDIC (1) conduct, on a quarterly basis, an analysis of 
collection experience as a compensating control for evaluating the 
reasonableness of aggregate loss reserves on an ongoing basis and 
(2) implement procedures to ensure that the estimated recovery values of 
all assets in liquidation are promptly and continually updated to reflect 
current events, such as actual appraisal results, and asset sales. These 
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recommendations are in addition to those recommended by the Inspector 
General. 

Internal Controls Over Although FDIC has policies and procedures governing its time and 
Payroll Transactions Need to attendance reporting process, FDIC is not consistently following these 
Be Enforced procedures. Because FDIC allocates payroll expenses among the three 

funds it administers, lack of adherence to procedures over the time and 
attendance reporting process could lead to incorrect allocations among the 
funds and, consequently, to misstatements in each fund’s payroll expense. 

FDIC is responsible for administering and separately accounting for the 
FSLIC Resolution Fund, the Bank Insurance Fund, and the Savings 
Association Insurance Fund. FLHC allocates overhead expenses, including 
payroll expenses, among these three funds based on the percentage of time 
employees report having worked on activities pertaining to a particular 
fund. FDIC employees are responsible for determining and documenting on 
their time cards the hours worked on each fund. 

We statistically selected 60 time cards submitted by FDIC employees during 
the first 9 months of 199 1 and examined them for evidence of proper 
signatures and agreement with various payroll reports. We also reviewed 
the time cards and related payroll reports for conformance with FDIC’S 
Time and Attendance Reporting Directive. Our review disclosed significant 
weaknesses over FDIC’S time and attendance reporting process including 
(1) payroll reports missing and/or not signed by the supervisor, (2) time 
card data changed by timekeepers without the approval of the employee or 
the employee’s supervisor, (3) payroll reports not reconciled to time cards, 
and (4) employees not provided time and attendance reports documenting 
their time card data that had been input into the payroll system. 

The FSLIC Resolution Fund’s 1991 payroll expenses are not material to the 
financial statements of the Fund taken as a whole. However, since FDIC 
employees perform functions for all three funds and are responsible for 
allocating their time charges to the proper fund, it is essential that FDIC 
implement the necessary procedures and controls to ensure employees’ 
time charges are valid and to decrease the likelihood that payroll expenses 
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are charged to the wrong fund. In the report on our study of the internal 
control structure of the Savings Association Insurance Fund for the year 
ended December 3 1, 199 1 (GAOhwMD-g&72), we recommended that FDIC 
enforce the policies and procedures contained in its Time and Attendance 
Reporting Directive to ensure that employees’ time charges are valid and to 
decrease the likelihood that payroll expenses will be charged to the wrong 
fund. 

Page 23 GAO/AFMD-92-76 FSLIC Resolution Fund 



Report on Compliance With Laws 
and Regulations 

We have audited the financial statements of the FWC Resolution Fund as of 
December 3 1,199 1 and 1990, and have issued our opinion thereon. This 
report pertains only to our review of the Federal Deposit Inmrance 
Corporation’s (FDIC) compliance with laws and regulations as they relate to 
the F’SLIC Resolution Fund for the year ended December 31,199l. Our 
report on FDIC’S compliance with laws and regulations as it relates to the 
Fund for the year ended December 31,1990, is presented in 
GAO/AlWD-92-22, dated December 17, 199 1. 

We conducted our audit in accordance with generally accepted government 
auditing standards. Those standards require that we plan and perform the 
audit to obtain reasonable assurance about whether the financial 
statements are free of material misstatement, 

FDIC’S management is responsible for compliance with laws and regulations 
applicable to the FSLIC Resolution Fund. As part of obtaining reasonable 
assurance as to whether the financial statements were free of material 
misstatement, we selected and tested tmnsactions and records to verify 
FDIC’s compliance with certain provisions of the Federal Deposit Insurance 
Act, as amended (12 U.S.C. 1811 et. seq.) and the Federal Home Loan 
Bank Act, as amended (12 U.S.C. 1421 et. seq.) which, if not complied 
with, could have a material effect on the Fund’s financial statements. Our 
work included tests of FIX’S compliance with certain provisions contained 
in 12 U.S.C. 1821a, 1823, and 1441. However, it should be noted that our 
objective was not to provide an opinion on the overall compliance with 
such provisions. Accordingly, we do not express such an opinion. Also, 
because of the limited purpose for which our tests of compliance were 
made, the laws and regulations tested did not cover all legal requirements 
with which FDIC must comply. 

The results of our tests indicate that, with respect to the transactions L 
tested, FVIC complied, in all material respects, with those provisions of 
laws and regulations that could have a material effect on the Fund’s 
financial statements. With respect to transactions not tested, nothing came 
to our attention that caused us to believe that IQIC had not complied, in all 
material respects, with those provisions. 

Page 24 GAO/AFMD-92-76 FSLIC Resolution Fund 



Financial Statements 

Stat@mentr of Financial Porltlon 

(dollsrs In thoussnds) 

Asssts 

Cash and cash equivalents (Note 3) 

Net recehrables from thrift 
resolutlono (Note 4) 

investment in corporate-owned assets, 
net (Note 5) 

Other assets (Note 6) 

Ltabilftles 

Accounts payable, accrued 
and other liabllfties (Note 2) 

Llabllltles incurred from 
thrift resolutions (Note 7) 

Estimated Lfabllitles for: 

Assistance agreements (Note 8) 
Lftlgatlon losses (Note 9) 

Total Llabllltles 

RsSOlutlOn Equfty (Note 10) 

Contributed capital 

Accumulated deficit 

Total Resdutlon Equlty 

December 31 

1991 1990 

5 767,339 $ 1,256,066 

2,932,774 5051,412 

566,970 1,027,929 

14.864 80.172 

4,301,947 7,415,679 

172,432 39,592 

11,810,096 23,559,134 

7,410,621 17639,267 
167.m 107.84~ 

19,556,734 41,546,538 

28.235,OOO 7,753,ooo 

- - 

.&i&56.787) (34.13W 

3 4301,947 $ 7,415,579 

yhe accompanying notes are an Integral part of these financial statements. 

a 
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Statement8 of Income and Accumulated Deflclt 

(dollm In thoueends) 

For the Year Ended 
December 31 

Assessments earned (Note 11) 
Interest on U.S. Treasury obligations 
Other Interest 
Revenue from corporate-owned assets 
Other revenue 

Expenns end Lower 

Admlnistratlve expenses 
Interest expense 
Operatlng expenses for corporate-owned assets 
Provision for losses (Note 9) 
Other expenses 

Net (Loss) Before Funding Transfer 

Funding Transfer to Savings Assoclatlon 
lnsursnce Fund (Note 1) 

Net (Lose) 

Accumukted Ddictt - B-inning 

Accumukted Deticit - Ending 

1991 

8 1.038,527 $ 10,599 
29,599 45,277 
13,826 10,541 

188,257 310,392 
29.138 80.94Q 

1,299,347 457,758 

42,004 
we.774 
117,923 

1669.366 
69.446 
67.513 

(1,508,166) 

142.36a 

(1,610,528) 

83.2591 

$(43,493,787) 

The accompanying notes are an Integral part of these financial statements. 

1990 

06,022 
1,86Q,216 

124,071 
4,311,682 

xl&ii 

(5wh777) 

(56.Oa 

(5,996,865) 

$(41,883,259) 
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Statement8 of Carh Flow0 

(dollars in thousands) 

For the Veer Ended 
December 31 

Cash Flom From Opmtlng Actlvltiee 
1991 1990 

Cash IntIows from: 
Assessments 
lntereet on U.S. Treasury obligations 
Recovedes from thrift resolutions 
Reooverles from corporate-owned assets 
Miscellaneous receipts 

Cash outflows for: 
Admlnlstrattve expenses 
Disbursements for thrift resolutions 
Dlsbursements for corporate-owned assets 
Interest paM on indebtedness incurred 

from thrin resolutions 

Net Cash Used by Operating Aotlvitin Before 
Funding Transfer 

Fundlng transfer to the Savings 
Association Insurance Fund (Note 1) 

Nal Cssh Used by Opemtlng Activities (Note 16) 

Cssh Flom ProvIderI From Investing Activities 

C9sh Flows From Flnsnclng Activities 

$ 1,050,275 $ -o- 
30,031 45,278 

1,923,914 2,047,06Q 
493,506 675,639 
148,490 91,141 

6cM57 89,342 
10,126,066 6,629,108 

117,055 124,071 

1.269 472 1.126.458 

(7,920,036) (5,100,852) 

40.65Q 56.08& 

(7,960,W (5,16s,940) 

-O- -o- 

Cash Inflows from: 
U.S. Treasury payments 

Cash outflows for: 
Payments of Indebtedness Incurred 

from thrift resoiutlons 

Net Ca8h Provided by Flnanclng Activities 

Net Deoreaw In Cash and Cash Equivalenta 
. 

20,482,ooo 5,924,OOO 

13.010.041 1.078.121 

7.471359 4.845.879 

(488,727) (320,061) 

Cash and Carh Equivalent8 - Beginning 1,256,066 

Cash and Cash Equivalent8 - Ending s 767,339 

the accompanying notes are an Integral pert of these financial statements. 

1,576,127 

s 1,256,0&3 

Page 27 GAOIAFMD-92-75 FSLIC Resolution Fund 



Flnancisl Statement4 

Note, to the Flnanclal Statements 

DECEMBER 31, WOt and 1000 

1. Legiriatlve Hiatory and Reform 

The Flnanclal IrWutlons Reform, Recovery, and Enforcement Act of 1SSS (FIRREA) was enacted to reform, 
recapitalize and consolidate the federal deposit insurance system. FIRREA designated the Federal Deposit 
lnsurence Corporation (FDIC) as administrator of the Bank Insurance Fund (BIF), which insures the deposits 
of ail BIF-member Institutiona (normally commercial banks), and the Savings Association Insurance Fund 
(SAIF), which Insures the deposits of all SAIF-member institutlonr (normally thrifts). Both insurance funds 
are maintained separately to carry out thelr respective mandates. The FDIC also admlnisters the FSUC 
Resolution Fund (FRF) which ie responsible for windlng up the affairs of the former Federal Savings and 
Loan insurance Corporation (FSUC). 

FIRREA created the Resolution Trust Corporation (MC), which managea and resolves ail thrifts previously 
insured by the FSUC for which a conservator or recefver Is appointed during the period January 1. 1989 
through August 8,lSW. The Reeolutlon Trust Corporation Refinancing, Restructuring and Improvement Act 
of 1W (1991 RTC Act) extended the RTc’s general resolution authorky through September 30,1993, and 
beyond that date for those institutiono previously pieced under RTC control. 

The Reeoiutlon Fundlng Corporation (REFCCRP) was established by FIRREA to provide funds to the RTC 
for use in the thrift industry bailout. The Flnanclng Corporation (FICO), established under the Competftive 
Equality Banking Act of If%‘, la a mbred-ownerahlp government corporation whose soie purpose was to 
function a6 a financing vehkie for the FSUC. However, effective December 12, 1 gN, as provided by the 
Resolution Trust Corporatlon Thrlff Deposltor Protection Reform Act of 1991, the FICO’s authority to issue 
obllgatlons a8 a means of financing for the FRF was terminated. 

Operarlons offhe FRF. The primary purpose of the FRF la to IiquMate the assets and contractual obligations 
of the now defunct FSUC. FRF wlii complete the resolution of ail thrifts that failed before January 1, 1989 
or were as&ted before August g, 1989. FIRREA provided that the RTC manage any receivershlp resuitlng 
from thrlff failures that occurred after January 1989 but prkx to the enactment of FIRREA. There were seven 
such recelvershlpa that are Included In the FRF flnanclal statements because the FRF remains flnanclally 
responsible for the losses associated wlth these resoiutlon ~8880. 
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The FRF la funded horn the foIlawIng sources, to the extent fund8 are needed, in thls order: 1) Income 
earned on, and proceed8 from the dkpodtkn of, a88ets of the FRF; 2) llqukiatlng dividends and payments 
made on dalme moafved by the FRF from reodvemhlpr to the axtent such funds are not required by the 
REFCORP or ths FlcO; 3) amounta bormwed by the FICO; and 4) amounts assessed against SAIF- 
member8 by the FDIC that are not dalmed by the FICO or ,by the REFCORP during the perkd from 
Inception (Auguat 9, loaS) through December 31, 1992. Exduded are assessments paid by BIF-member 
banks (8o called “Oaka bank., created punuant to the ‘Oakar amendment” provisions found In Sectlon 
b(d)(3) of the FDIC Act) on SAlF-lnwed depo8it8. If these sources are lnsuffklent to satisfy the l&bllitleS 
of the FRF, payment6 will be made from the U.S. Treasury In such amounts as are necessary, as approved 
by the Congre88, to carry out the purpore of the FRF. 

The 1991 RTC Act amended the PDI Act by extending the FRF funding of the SAIF adminlstratlve and 
eupenrlsory expenws through September 3QlW2. Upon termlnatlon of the RTC (not later than December 
31, lW6), all a8set8 and Ihbllltie8 of the RTC wfll be transferred to the FRF, after which all Mure net 
proceeds from the sate of 8uch asset8 will be tmnsferred to the REFCORP for Interest payments. The FRF 
wll continue until all of lt8 a8set8 are 8cld or otherwise liquidated and all of Its llabllitles are satisfied. Upon 
the dls8olutlon of the FRF, any fund6 remalnlng will be pakl to the U.S. Treasury. Any admlnlstratlve facllltles 
and supplies will be tmnsferred to the SAIF. 

2. SUIImWy of Slgnlflcmt Accounting Pollcloe 

General. Theee flnanclal statements partaln to the flnanclal position, results of operatlons and cash flows 
of the FRF. These statement8 do not Include reporting for assets and llabllitles of closed insured thrift 
ln8tltutione for whkh the FRF acts a8 receiver or llquidatlng agent. Perlodlc and final accountabllity reports 
of the FRF’s acthrlties as receiver or llquldatlng agent are furnished to courts, supervisory authorltles and 
others as required. 

Albwance for Loss on Recehfable8 and fnvwbnennt in Cotpomte-Owned Assets. The FRF records aa a 
receivable the amounts advanced for asslrtlng and doslng thrift Institutlons. The FRF records as an asset 
the amount8 advanced for lnveatment In as8et8. Any related allowance for loss represents the difference 
between the funds advanced and the expected repayment. The latter Is based on the estimated cash 
recoveries from the aesete of the as&ted or falled thrift Instltutlon, net of all estimated llquldatlon costs. 

EN/ma&d Llebllltles for Ashmnce Agreements. The FRF establishes an estimated liability for probable 
future as&stance payable to acquirers of troubled thrifts under lta financial assistance agreements. Such 
estimates are presented on a dkcounted basle. 

Lldgatlon Losses. The FRF accrue& as a charge to current period operations, an estlmate of loss from 
lltlgatlon against the FRF In both It8 corporate and receivership capacltles. The FDIC Legal Dlvlslon 
recommends these estimates on a case-by-case basis. 

Receivership Adm/n/stmUon. The FRF Is reeponelble for contrdllng and disposing of the assets of failed 
ln8tltutlone In an orderly and effklent manner. The a(U)e and the claims against those assets, are 
accounted for separately to ensure that llquldatlon proceeds are dlstrlbuted In accordance with applkable 
law8 and regulations. Costs and expenses relating to spectflc receivershlps are directly charged to those 
recelvemhlps. The FRF also recovers lndlrect llquldatlon expenses from the recelvershlps. 

Cosr Allocations Among Funds. Operating expenses (Indudlng personnel, administrative and other Indirect 
expenses) not directly charged to each Fund under FDIC’s management are allocated on the basls of the 
relative degree to which the expenses were Incurred by the Funds. 

The cost of furniture, fixtures and equipment purchased by the FDIC on behalf of the three Funds under Its 
admlnistratlon Is allocated among these Funds on a pro rata basls. The FRF expenses its share of these 
allocated costs at the time of acquisltlon because of their Immaterial amounts. 

Pa@ 29 GAOIAFMD-92-76 FSLIC Relrolutlon Fund 



Financial Statements 

Asaeasmenr Revenue Recognltlon. RRREA dlrectecf that the FICO, the REFCORP and the FRF have prlorlty 
over the SAtF for recefvlng and utklng SAIF-member assessments to ensure avaflablllty of funds for epecfffc 
opemtlonal actfvltles. Acoordlngty, the FRF recognize8 as assessment revenue only that portlon of SAIF- 
member aaseasments not clalmed by the FICO or the REFCORP. Assessments paid by ‘OakaV banks on 
the SAlF-Insured deposfte are retalned In the SAlF and, thus, are not subject to draws by the FICO, the 
REFCORP or the FRF (see Notes 1.11 and 17). 

WhoIy-Owned Subakfky. The Federal Asset Dlsposltton Assoctatlon (FADA) Is a wholly-owned subskfbry 
d the FRF. The FADA was placed In recelvershlp on February 5, lggo. However, due to outstandlng 
Ilttgation. a flnal Ilqukfatlng dlvtdend to the FRF will not be made until such tlme as the FADA’s lltlgatlon 
llabiltty Is settled or dlemlsssd. The Investment In the FADA is accounted for using the equtty method and 
Is Included In the flnancfaf statement line item ‘Other ass@ (Note 0). The value of the Investment has been 
adjusted for proJected expanses relating to the llquldatton of the FADA. The FADA’s estlmate of probable 
lttlgatlon losses mnge from $2 mlllion to $3.6 milllon. Accordingly, a $2 million lltlgatlon loss has been 
recognized ae a reduction In the value of FRF’s Investment In the FADA. Addltlonal litigation losses 
constdered reasonably possible are estlmatsd to be from $4 mlllion to S45 mllllon and remain unrecognized. 
In ad&ion, losses from two potential lawsuits and/or dalms against the FAOA cannot be estimated at this 
tkne. 

Related Patties. The nature of related partles and descrlptlons of related party transactions are disclosed 
throughout the financial statements and footnotes. 

Reafaremenf. The 1990 flnanclal statements have been restated for the following reasons: 1) the 
presentation of net receivables from thrift resolutlons and liabllitles Incurred from thrift resdutlons was 
changed from lndudlng Income capital cettlflcates and net worth certificates as off-balance sheet disclosure 
to presenting the effect of these certlflcates directly on the statements; 2) Assessment revenue earned and 
accounts peyable. accrued and other liabllltles were restated to comply with the requirements of FIRREA 
(see Notes 10, 11 and 17); and 3) Admlnlstratlve operating expense decreased by $107,000 due to a prior 
perkxl adjustment. 

Raclassltications. Reclassfflcations have been made In the 1990 Financial Statements to conform to the 
presentation used In 1tBl. 

3. Caeh and Caeh Equlvalente 

The FRF considers cash equivalents to be short-term, hlghly IlquM investments with original maturltles of 
three months or less. In 1991, cash restrictions included $2.5 mllllon for health insurance payable and S35.4 
mlllton for funds held In trust. Cash and cash equivalents as of December 31 consisted of the followlng (In 
thousands of dollars): 

1991 1990 

Cash 
Cash equivalents 

$233,875 $ 1,015.543 
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4. Nel Rocalvebke from Thrift Roeolutlone 

Net Recehrables from Thrtft Resolutions as of December 31 consisted of the following (In thousands of 
ddlam): 

1991 1990 

Rwelvabloe from Operating Thrlfte: 
Collatemllzed loans $ 560,000 $ 6xmo 
Other loans 267,660 282,666 
Capital Instruments 209,471 323,403 
Preferred stock from 

assistance tmnsactlons 445,659 511,656 
Accrued Interest receivable 21,196 19,666 
Allowance for I-8 (Note 9) 

- St2 924,331 , 9 
Rocolvebln from Cloeed ThrlR8: 

Resotutlon tmnsactlons 11,361,628 12627,137 
Collateralized advances/loans 329,682 =w@ 
Other receivables 249,187 327,392 
Allowance for losses (Note 9) m  (9.729.61@) 

2,008,443 3,910,509 

$ 2,932,774 $ 5051,412 

As of December 31, 1991 and 1990, the FRF, In its receivership capacity, held assets of $7 bllllon and $10.2 
blllion, respectively. The estimated cash recoveries from the sale of these assets (excluding cash and 
miscellaneous receivables of $483 mllllon) are regularly evaluated, but remain subject to unceftalntles 
because of changing economic condltlons affecting real estate assets now in the marketplace. These 
factors could reduce the FRF’s actual recoveries upon the sale of these assets from the level of recoveries 
currently estimated. 

Receivables from thrift resolutions Include amounts outstandlng to quallfied institutions under the Capital 
Instrument Program. The FSUC purchased capital instruments such as Income Capital Certificates (ICCs) 
and Net Worth Cettlflcetes (NW&) from Insured Institutions either In a non-cash exchange (by issulng a note 
payable of equal value) or by cash payments. The total amount of ICCs outstanding as of December 31, 
1991 and 1990 is $157,446.000 and $175153,000, respectively. Llkewlse, the total afTiOUnt of NWCs 
outstanding as of December 31, 1991 and 1990 Is $132,025,000 and $146,250,000, respectively. 

The FRF pays interest on notes payable to an assisted Institution in cash, while the Institution only accrues 
the interest expense on the certlflcates to the FRF. If an institution Is profitable, it will pay Interest to the 
FRF. The FRF recognizes Interest revenue when received from an instltutlon. 

5. Investment In Corporste-Ownotl Assete, Net 

The FSUC acquired assets from problem Institutions In its efforts to merge and/or sell failing thrifts. The 
vast majority of these assets are real estate and mortgage loans. Investment in Corporate-Owned Assets, 
Net as of December 31 was as follows (in thousands of dollars): 

Investment In corporate-owned assets 
Allowance for losses 

1991 1990 

$3,554.905 $3,701,626 
- /2.673.899) 

$ 686,970 $1,027,929 
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Other Aaaata ea of b&Member 31 conalated of the following (in thousands of dollars): 

Investment In FADA, net 
Accoumr recelvabfe, net 

1991 1990 

$ 11,417 5 15,751 

*-igi 
64.381 

$ 80,172 

7. Llabllltlo Incurred from Thrift Rerolutlons 

The FSUC had Iaaued promlaaory notes and entered Into earlstance agreements In order to prevent the 
default and aubaequent llquldatlon of certain Insured thrift Inatitutlona. These notes and agreements required 
the FSUC to provlde financial aaaiatance over time. Under FIRREA, the FRF has assumed these obilgatlona. 
The FRF preaent8 fta notes psyabls and lto obllgatlon for aaalatance agreement payments Incurred but not 
yet paid aa a component of the line item ‘Llabllttlea Incurred from thrift reaolutlona’. Estimated future 
aaalatance payments to acqulrera required under ita aaalatance agreements are presented as a component 
of the line ltem ‘Eatlmated Ihbllltlea for assistance agreements’ (Note 8). 

Llabilitles Incurred from Thrlft Reaolutlona aa of December 31 consisted of the followlng (In thousands of 
dollars): 

Notes payable to Federal Home Loan 

1901 1999 

Senks/U.S. Treasury 
Notea payable to acqulrera of failed lnstitutlona 
Cepitel Inatrumenta (Note 4) 
Aaaiatance agreement notes 
Accrued aaalslance agreement costa 
Accrued lntereat 
Other liabllitlea to savings instltutlons 

s 560,000 $ 650,000 
700,572 775,112 

41,325 184,935 
7.502.557 lS,OgS,731 
2437,188 2.929923 

111,802 437,783 

$11.910,095 ** 

Meturitlea of these llabllttles for each of the next five years and thereafter are as follows (In thousands of 
dollars): 

1997mWreafter 

95785,433 9494,516 $381,240 $795.369 $401,418 $2,952,121 

9. Eetlmated Uabllltlea for Aaalatence Agroementa 

The ‘Eatlmated Iiabiiitiea for aaalatance agreements” line ltem represents, on a dlscounted basla. an estimate 
of future aaslatance payments to acqulrera of troubled thrift lnatttutlona. The discount rate applied as of 
December 31, 1991 and 1990 was 5.625% and 8.25% reapecttvely, baaed on U.S. money rates for federal 
funds. 

Future aaalatance stems from the FM’s obilgetlon to: 1) fund losses Inherent In assets covered under the 
aaaiatance agreement (e.g.. by aubakfizlng asset write-downs, cepital losses and goodwill amortization) and 
2) supplement the actual yield earned from covered assets as necessary for the acquirer to achieve a 
apecifl5d yield (the ‘guaranteed yield’). Estlrnated total aaalatance coats recognized for current assistance 

“agreements with institutions involving covered aaaeta include eatlmetea for the loss expected on the assets 
baaad on their appraised values. The FRF la obligated to fund any losses sustained by the institutions on 
the aale of the assets. If aaaet losses are incurred In excess of those recognized, the possible cash 
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requlrementa and the accounting loaa could be aa high as $9.4 bllllon, should all underlylng aaaeta prove 
to be of no value (Note 16). The coat8 and related cash requirements aaaociated with the mslntenttnce of 
covered aaaeta are calculated using market Interest rates and would change proportionately wlth any change 
In rnerket ratea. 

The RTC, on behalf of the FRF, hea authorlty to modlfy, renagotlete or restructure the 1969 and 1988 
aaaiatence agreements with FSUC-aaalated lnatltutlona with terms more favorable to the FRF. In 
accordance wlth a 1991 RTC Board Reaolutlon. any FSLlCaaalated lnatltutlon that has been placed In RTC 
conaervatorahlp or recelverahlp la subject to revised termlnetlon procedures. During 1991, the RTC exercised 
its authorlty by termlnatlng aaalatence agreements with two FSUCaaaiated inatltutlona placed In 
recefverahlp/conaervetorahip. These tranaactlona reaulted In a reclaaalflcatlon of $2.4 bllllon from ‘Eatlmated 
liabilltlea for aaalatance agreements’ to ‘Llebllltlea Incurred from thrift reaolutlona’. An addltlonel aaalatance 
agreement wea termlneted reaultlng In the laauence of a $158 mllllon short-term note for the purcheae of 
covered assets. There were 131 assistance agreements outatandlng as of December 31,1991, the last of 
which la achedulad to expire In December 1998. 

The eatlmated llabilltlea for aaalatence agreements are affected by several factors, including adjustments to 
expected notes payable, the tem-ra of the assistance agreements outatandlng and, In particular, the aalablllty 
of the related covered assets. The verleble nature of the FRF aaalatance agreements will ceuae the coat 
requlrementa to fluctuate. Thla fluctuation will impact both the tlmlng and amount of eventual ceah 
payments. Although the ‘Eatlmeted llabllitlea for aaalatence agreements” line item la presented on a 
discounted baala, the following schedule details the projected tlmlng of the future cash payments (in 
thousands of ddlara) as of December 31, 1991, on a nominal dollar basis: 

$4,231,675 Sl,S18,362 $828,066 $495,111 $263,436 

9. Anelyrla of Chengee In Allowence for Losrea end Eatlmated Lkbllltlea 

$692,115 

Adjuatmenta lndude reclaaaiflcatlona, tranafera and audit adjustments to the allowance for loaaea and 
eatlmated Iiabllttlea. The majority of the 1991 adjustments to “Eatlmeted liabllltlea for aaalstance agreements” 
includes reclaaafflcetiona to the statement of flnanclal poaitlon line item “Llabllltlea Incurred from thrift 
reaolutiona” for notes payable and related accrued aaalatance agreement coats. 

a 
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The Anelyala of Changes In Allowance for Losses and Estimated Liabllitlea consisted of the fdlowlng (In 
mllllons of ddlara): 

Allowence for Loeue 

Operating thrifta 

Closed thrifts 

Investment In corporate- 
ownad assets 

Investment In FADA 
Total Allowances 

Eetlmeted Llebllltler 

Aaalatence agreements 

Litlgatlon losses 
Total Estimated Liabilltiea 

BegInnIng Provlalon 
Belence for 

01/01/91 Loares 

$ 547 $ 129 

9,730 264 

2,674 

9 
12,990 

17,939 

1QB 
17,947 

169 

e 
566 

1,043 

1,103 

$1,559 Tote1 Allowencer/Llebllltler $30,907 

Net 
Carh 

Payments Adjustments 

$ -o- S (16) 

-O- (64 

-o- 125 

-o- 2 
-o- 47 

(9,545) (1,826) 

-0 
(9,945; 

-0 
(1 ,aze, 

7,411 

isa 
7,579 

5(9,945) S&779) $21,152 

Endlng 
Balance 
12/31/91 

s 660 

9,932 

2.968 

13 
13,573 
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BegInnIng 
Beknce 

Allowanoe for Loawr 01/01/99 

Operating thrlfta $ 405 

Closed thrifts 9,515 

Investment In corporate- 
owned wets 2,674 

Investment In FADA 9 
Total Allowances 12,993 

Emtlmrtd Llabllltlor 

Aaalstance agreements 20,046 

Lltigation losses lQ3: 
Total Eatlmeted Liabllitles 20,151 

Tote1 Allowencer/Llabllltler $32,754 $4,312 

Provlrlon 
for 

LOWW 

s 236 

171 

41 

Q- 
448 

3,659 

NOt 
Cash 

Payments 

9 Q- 

Q- 

Q- 

o- 
-o- 

(5,517) 

-o- 
(5,517) 

$(5,517) 

Adjustments 

5 w 

44 

(41) 

-o- 
(91) 

(551) 

-0 
(551) 

S (642) 

Endlng 
Belance 

12/31/90 

$ 547 

9,730 

2,674 

9 
12,960 

17,639 

lQ8 
17,947 

$30,907 

lo. Re8olutlon Equity 

The changes In Aeaolutlon Equity consisted of the following (In thousands of dollars): 

Contributed Capital 
Accumulated Deficit 

Beglnnlng 
Balance 

01/01/91 

$ 7,753,OOO 
(41 .u 

$(34,130,259) 

Net (Loss) 

!Iilmii 
$(1,810,529) 

Treasury 
Payments 

$ 20,462,ooo 
-o- 

$20,492,000 

Ending 
Balance 

12/31/91 

$ 26,235,OOO 
I 3.4- 

9(;15.259,797) 

Contributed Capital 
Accumulated Deficit 

Beglnnlng 
Bebnce 

01/01/90 

s 1,029,ooo 

$(34,057,394) 

Treasury 
Net (Loss) Payments 

$ $5,924,000 
&(Note 2) -0 

9(9996,965) $6,924,000 

Endlng 
Baknce 

12/31/96 

$ 7,753,OOO 
I 1.u 

$(:,130,259) 

Page 36 GAO/AFMD-92-76 FSLIC Resolution Fund 



The Accumulated Wit Includes $7.5 blllbn In non-redeemable cepftal oertlflcetea and redeemable capltel 
stock Issued by the FSUC. Capftal lnatrumenta have been Iaaued by the PSUC and the FRF to the fRC0 
es a meens d obtelnlng capltaf. However, due to the avaYablllty of U.S. Treewry paymenta to aetiafy FRF 
obllgatm, no addltkmal borrowlnga from the FICO are antldpated. Effective December 12,1991, the 
FlCO’r authorfty to Iaeue obllgtttlona as a means of flnenclng for the FRF wes terminated (see Note 1). 
Furthermore, the lmplementatlon of FIRMA hea a&ctfvaly removed the redemptlon chamcte&tfca of the 
capltal stock Iaaued by the FSUC. 

11. Auossmmtl 

In January 1991, FRF received $27.5 milllon of SAIF-member aaaeaamenta previously dalmed by REFCORP. 
REFCORP dld not require the funds because they heve no further plans for lssulng public debt. The FRF 
la next In llne to dalm assessments not required by FICO or REFCORP. A receiveble and oorreapondlng 
credit to m-venue were poated In 1996 to reflect entitlement to the assessment. The FRF recognized 
easeaamenta eemed totaling $1 bllllon In 1991. 

The FDIC Lagai Dlvlalon rendered an opinion In March 1992 that aaaeaamenta paid by ‘Oakar” banks on 
SAIF-Insured depoalta should ba retained by the SAIF, and that Income recognition (by SAW) should be 
retroectlve to FIRREA’a enactment date. As of December 31,199l and 199g the FRF recorded a payable 
to the SAIF of $66 mllllon and $17 million, respectfvely, for “Oakar’ assessment revenue. 

Secondey Reserve Offset. The FDI Act authortzea insured aevlnga lnatitutlons to offset against any 
aaaeaament premiums their pro rate share of amounts that were prevloualy part of the FSLlC’a “Secondary 
Reserve’. The secondary reaetve represented premlum prepayments that Insured savings lnatltutlona were 
required by law to deposit with the FSUC durlng the perlod 1961 through 1973 to quickly lncreaae FSLlc’s 
Insurance reae~ea to absorb loasea lf the regular aeeewnenta were Inaufflclent. The allowable offaet is 
llmlted to a rnaxlmum of 20 percent of an lnatitutlon’a remaining pro reta share for any calendar year 
baglnnlng before 1993. After calendar year 1992, there la no llmitetlon on the remalning offset amount. 

The FRF Is alao required to pay In cash (or reduce an outatandlng Indebtedness) the remalnlng portlon of 
the aevlnga Inatltutlon’a full pro rate distribution when the lnatltutlon loaea lta Insured status or goes into 
raoelvemhlp. The FRP eatabilahea a payable to that lnatitutlon or its receiver wlth a correapondlng charge 
to expense. Aa of December 31, 1991 and 1993, the Secondary Reserve payable, included In the line item 
‘Accounts payable, accrued and other llabliitlea”, wea S47,818,56Cl and $1,668,988, reapectlvaiy. 

The remelnlng Secondary Reserve credit at December 31, 1991 and 199Q was $297,761,163 and 
@59,121,133, respectively. Thla amount will be reduced In future years by offsets against aaaeaament 
premiums, forfeited amounts due to mergers and payments to savings lnstltutlona that lose their insured 
status. 

12. Ponrlon Benofitr, Savlng~ Plans and Accrued Annual Leave 

Eligible FDIC employees (I.e., all permanent and temporary employees with an appointment exceeding one 
year) are covered by efther the Civil Service Retirement System (CSRS) or the Federal Employee Retirement 
Syatem (FERS). The CSRS la a defined benefit plan Integrated with the social security system in certain 
vaea. Plan beneflta are detennlnad on the baala of yeera of creditable aervlce and compensation levels. 
The CSRScovered employees can alao participate In a federally sponsored taxdeferred savings plan 
avelable to provide additlonel retirement bar&a. The FERS la a three-part plan conalatlng of a basic 
defined benefit plan which provides beneflta baaed on yeara of credlteble aervlce and compenaetlon levels, 
soclai aecurtty benefits and a taxdeferred savings plan. Further, automatic and matching employer 
contrlbutlona are provided up to apeciflad amounts under the FERS. Eligible employees may partlclpate 

I In an FDIC sponsored tax-deferred savings plan with matching contributlona. The FRF pays the employer’s 
portion of the related coats. 
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The FM’s allocclted share of pensbn benefks and savings plans expenses as of December 31 con&ted 
04 the following (In thousands of dollars): 

WI Sefvkie Retirement System 
Federal Employee Retirement System (Basic Benefft) 
FDIC Savings Plan 
Federal Thrift Savfngs Plan 

1991 1990 

$ 809 $ 725 
2,822 2,859 
1,008 819 

$5,354 ai 

The llablllty to employees for accrued annusl leave Is approximately $4,735,000 and $4,829,000 at December 
31, 1991 and 1999, respectfvely. 

Although the FRF contrlbutes a poMn of penslon benefits for ellglble employees, lt does not account for 
the assets of either retirement system, nor does It have actuarlai data with respect to accumulated plan 
benefits or the unfunded llablltty refatfve to ellglble employees. These amounts are reported and accounted 
for by the U.S. Cffice of Personnel Management. 

13. FDIC Hutth, Dental snd Ltfe lnsumncs Plrnr for RetImea 

The FDIC provMe8 certain health, dental and life Insurance coverage for its ellglble retirees. Ellglble retlrees 
are those who have elected the FDIc’s health and/or Ilfe Insurance program and are entitled to an 
lmmedlate annuity. The health Insurance coverage Is a comprehensive fee-for-servlce program undefwrltten 
by Blue Cross/Blue Shlefd of the Natlonsl Capital Area, wlth hospital coverage and a major medical wrap- 
around; the dental care Is undenvrltten by Connecticut General Insurance Company. The FDIC makes the 
same contrlbutlons for retlrees as those for active employees. The FDIC benefit programs are fully Insured. 
Effeotlve January 1, 1991, the fundlng mechanism was changed to a “minimum premlum funding 
arrangement”. Ffxed costs and expenses for claims are paid as Incurred. Premiums are deposlted for 
dalms Incurred but not reported. The premlums are held by the FDIC. 

The life Insurance program Is underwrftten by Metropolitan Life Insurance Company. The program provides 
for basic coverage at no cost and allows converting optlonal coverages to direct-pay plans wlth Metropolitan 
Life. The FDIC does not make any contrlbuhons towards annultants’ basic life Insurance coverage: thls 
Charge Is bulk Into rates for actlvs employees. 

The FM’s allocated share of retiree benefits provMed as of December 31 are as follows (In thousands of 
dollars): 

1991 1990 

Health premiums paM $80 $ 278 
Dental premlums psld 4 23 

The Flnanctal Accounting Standard8 Board has Issued Statement of Flnanclal Accounting Standard No. 193 
(Employers’ Accounting for Postretlrement Benefits Other Than Penslons), which the FDIC Is required to 
adopt by 1993. The standard requires companies to recognize postretlrement benefits during the years 
employees are worklng and eamlng bsneflts for retlrement. Resulting estimated expenses will be allocated 
to the FRF based on the refatfve degree to which expenses were Incurred. Although the Impact of the 
FDIc’s adoptlon of the standard cannot reasonably bs estlrnated at thls time, the standard may Increase 
reported admlnlstratlve costs and expenses of the FRF. 
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~FRFbamnr)yrhrkrgIntheFDlCsl~~offfcespace. TheFRFsleasecommitmsntsfor~ 
spwmtoaJ$7.447,009forfuturoywn. Thelgmrnwdt~lnsscwoncfausesresultlnglnad~~ 
ususUyonanunulbaJI ~FRFsrecogn~1essedspmexpenseda~prc#lmrrtd~$8.?25,W0and 
$14,82l,Om forths y-rs ended December 31,lWl and 1980, respeHwY. 

$23c+3 82049 $1,684 $1.072 5359 

1% ConwntMM of Credil Rhk 

lL!rsLT 
to a group d flnancbi I~UWIJIWII& with entltb located throughout regions of the 

expsM&gslgnlRcantpmblemsInbothloansandrerlestate. TheFRFsmaxlmum 
aqKwuntopouiblra~lourhoukl~cowaerpartytothereI~mmtclfaUtoperfwm~any 
undrrh/ln(l~pravc,tobdrovlllwisrhcmnarfdlawcl(inmUl~~ddl~): 

Deeember 31, 1991 
Soulh 80uth North 
EMI west Easl El cenlml west TOW 

NUrwehnblssfmm 
thrlfl msolutbns $568 5 806 $336 $ 101 S 118 $1,008 5 2,933 

I-In 
--- u- 584 u- u- 23 u- 587 

-rqmmrntr 
cweredaMus 
(off- -1 laQ3.344373 _4pBJ.sss_9.422 

lwsl $ s9s $4,714 s 339 t 174 $ 547 $6,472 $12,942 

1L Suppknun(uy InformNon Rolatlng to thm Statemontr ol Cwh Flows 

ReconclIietbr~ of net loss to net cash used by operating scth4tles as of December 31 conslstscl of the 
fdlowlng (In thousaM of dollars): 

1991 lss0 

MI O--4 S (1,810,528) $(5,998.885) 

Mluslmwts to rwonclle net loss to net cash 
undbyopemUngacthfkicw: 

Provblon for losses 
Dscmasa In asswsments receivable 
Decmsselnothsrassets 
tDeuws#ln~ payable, accrued 

and other liabllltbs 
NU cash dbburwd for thttft 

1,8a9.380 4,311,882 
28,748 u- 
n.987 100.328 

(8,933) (7,933) 

Y rwolutbns nat affeulng Income (7,732&W (3,678.0@3) 
Accrual ol assets MCI lbbllltles from 

thrift resolutkr# 104.a 
Nsl urh uud by OpWrtlng l ctlvltl.8 9(7,S59,688) 5(5,165,B40) 
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Non-cash flnanclng actlvltles for the year ended December 31, 1991 Include: 1) canceled notes payable 
(NWCs) of $12,749,900; 2) cancelled notes payable (ICCs) of $2900,000; and 3) Issued note payable of 
$158,870,900. 

Non-cash flnanclng actfvltles for the year ended December 31, 1,990 Include: 1) canceled notes payable 
(NWCs) of $10,700,000; and 2) canceled notes payable (ICCs) of $18900,000. 

17. Subsquenl Events 

On September 25, 1990, the Boards of Directors of the FDIC and RTC authorized the lmplementatlon of a 
program whereby FSUC assistance agreements and promlssory notes could be terminated durlng the period 
of an Instltutlon’s consetvatorshlp not just during the perlod of lts final receivership. The program also 
provides that the as&stance agreement settlement would be based on an Asset Valuatlon Review (AVR), 
gfvlng conslderatlon to the lndlvldual asslstant agreement terms and adjusting for certain amounts pakf 
and/or accrued from the effective date of the AVR to the termlnatlon date. Two lnstltutlons In RTC 
conservatorshlp (Clmmarron. Muskogee. Oklahoma and Merabank, El Paso, Texas) were terminated prior 
to December 31, 1991. The FRF’s llabllfty to the RTC conservatorshlps Is currently estimated at between 
$330 and $345 mflllon for note prlnclpai and $4 mllllon for accrued Interest on the notes. 

Public Lew +102-139, which was signed Into law on October 28, 1991. appropriated $15.9 billion to the FRF 
for the fiscal year ending September 391992. The FRF has requested appropriatlons of apprOXhWSly $5.8 
bllllon for FY 1993. The funds may be used to prepay notes payable, accelerate wrltedowns of covered 
assets, purchase covered assets and/or renegotiate assistance contracts to reduce projected costs to the 
FRF. As of March 31, 1992, $5.5 bllllon has been received from the U.S. Treasury. The remaining $10.4 
bllllon, expected to be requested by September 1992, will be used to prepay notes, purchase covered 
assets, renegotiate assistance agreements and pay normal assistance agreements. 

Through March 1992, $3.8 bllllon was expended for note prepayments and $3.2 bllllon for normal aSSlStSnCe 
payments, which Includes note Interest payments. No payments were recorded for accelerated wrltedowns 
of covered assets. 

Assessment Premiums. On March 27, 1992, the FDICs Legal Dlvlslon rendered the opinion that, under 
FIRREA, assessments pakf on SAIF-Insured deposits by ‘Oakat” banks must be retained In the SAIF, and, 
thus, are not subject to draws by the FICC, the REFCORP or the FRF. As FIRREA became effective in 
August 1989, the flnanclal statements for 1990 have been restated. FRF received the assessments pakf on 
SAIF-Insured deposts In 1990 and 1991, therefore the effect of thls restatement was to estabflsh a payabfe 
to SAIF and to reduce assessment revenue by $17 mllllon for 1990. Additionally. In 1991, the payable to 
SAIF was Increased by $91 mllllon. Thls payable represents $88 mllllon in assessment revenue and $3 
mllllon Interest expense. 

a 

(917241) Page 39 GAO/AFMD-92-76 FSLIC Resolution Fund 





Ordering Informat.ion 

The first copy of each GAO report and testimony is free. Additional 
copies are $2 each. Orders should be sent to the following address, 
accompanied by a check or money order made out to the Superin- 
tendent. of Documents, when necessary. Orders for 100 or more 
copies to be mailed to a single address are discounted 25 percent. 

173 General Accounting Office 
PA). Box 6015 
Gaithersburg, MD 20877 

Orders may also be placed by calling (202) 275-6241. 



United States 
Generul Accounting Office 
Washington IX. 20548 

Official Business 
Penalty for Private Use $300 

Permit No. GlOO 




