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BY THE COMPTROLLER GENERAL 

Report ToThe Congress 
OF THE UNITED STATES 

Reviews Of The Audits Of T’he National Consumer 
Cooperative Bank’s” Financial Statements For 
The Years Ended December 31,1983 And 1982 

GAO reviewed the independent certified 
public accountants’ audits of the National 
Consumer Cooperative Bank’s financial state- 
ments for the years ended December 31, 

983 and 1982. GAO found nothing to 
the opinion of the independent 

public accountants is inappropriate 
r cannot be relied on. 

n h the opinion of the Bank’s independent 
ertified public accountants, the financial 
tatements present fairly the Bank’s finan- 

cial position as of December 31, 1983 and 
3982, and the results of its operations, 
changes in members’ equity, and the 
changes in its financial position for the 
bears then ended, in conformity with gener- 
blly accepted accounting principles applied 
on a consistent basis. 
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Request for copies of GAO reports should be 
sent to: 

U.S. General Accounting Office 
Document Handling and Information 

Services Facility 
P.O. Box 6015 
Gaithersburg, Md. 20877 

Telephone (202) 2756241 

i The first five copies of individual reports are 
free of charge. Additional copies of bound 
audit reports are $3.25 each. Additional 
copies of unbound report (Le., letter reports) 
and most other publications are $1.00 each. 
There will be a 25% discount on all orders for 
100 or more copies mailed to a single address. 
Sales orders must be prepaid on a cash, check, 
or money order basis. Check should be made 
out to the “Superintendent of Documents”. 
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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 reviews of Peat, Mar- 
wick, Mitchell 61 Co. 's audits of the statements of financial condi- 
tion of the National Consumer Cooperative Bank as of December 31, 
1983 and 1982, and the related statements of income, changes in 
members' equity, and changes in financial position for the years 
then ended. Our reviews were made under provisions of the National 
Consumer Cooperative Bank Act (12 U.S.C. 3025), which authorizes 
and directs us to audit the Bank. The Bank provides loans and 

~ technical assistance to cooperatives. 

Our reviews were conducted in accordance with generally ac- 
cepted government auditing standards. To avoid unnecessary dupli- 
cation and expense and make the most efficient use of our available 
resources, we relied on the work and reports of the Bank's inde- 
pendent certified public accountants rather than conduct financial 
audits ourselves. To review the reasonableness of the auditors' 
work and determine the extent to which we could rely on it, we 

--interviewed the Bank's officials to obtain information about 
the Bank's operations, including the maintenance of its fi- 
nancial records and the preparation of its financial state- 
ments: 

--interviewed the auditors to identify the audit approach used 
and the methods used to control the quality of audit work; 

--obtained information about the qualifications and independ- 
ence of the auditors; 

--reviewed the Bank's financial statements and,the auditors' 
reports for compliance with the reporting, requirements of 
generally accepted accounting principles and generally ac- 
cepted government auditing standards; and 

--reviewed the auditors' workpapers to determine: 

O the nature, timing, and extent of audit work performed; 

o whether the audit quality control methods identified by 
the auditor were actually used; 
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o whether there was a proper study and evaluation of the 
Bank's internal controls: and 

O whether the auditors tested transactions for compliance 
with applicable laws and regulations. 

We found that the audits were conducted in accordance with gen- 
erally accepted government auditing standards. 

In the opinion of Peat, Marwick, Mitchell & Co., the Bank's 
financial statements present fairly its financial position as of 
December 31, 1983 and 1982, and the results of its operations, 
changes in members' equity, and the changes in its financial posi- 
tion for the years then ended, in conformity with generally ac- 
cepted accounting principles applied on a consistent basis. During 
our reviews, we found nothing to indicate that Peat, Marwick, 
Mitchell & Co.'s opinion on the Bank's 1983 and 1982 financial 
statements is inappropriate or that it cannot be relied on. The 
auditors' work did not disclose any material internal control weak- 
nesses or noncompliance with laws and regulations. The opinion, 
statement on internal controls, statement on compliance with laws 
and regulations, and the financial statements are in appendix I. 

We are sending copies of this report to the Director of the 
Office of Management and Budget; the Chairmen of the Senate Commit- 
tee on Banking, Housing and Urban Affairs and the House Committee 
on Banking, Finance and Urban Affairs; the Secretary of the Treas- 
ury; and the Bank's Board of Directors. 

&dM 
Comptroller General 
of the United States 

2 

', .,',,L 



APPENDIX’ I APPENDIX I 

la PEAT 
MARWICK 

Peat, Memtck, Mitchell & Co. 
Certified Public Accountants 
1990 K Street. N. W. 
Washington, D.C. 20006 

The Board of Directora 
National Consumer Cooperative Bauk: 

We have examined the otatements of financial condition of the National _ 
Consumer Cooperative Bank u of December 31, 1983 and 1982 and the related 
statements of income, changes in members’ equity and changes in financial 
poaitlon for the years then ended. Our eamnlnatlonr were made in accordence 
with generally accepted auditing standards and , accordingly, included such 
teats of the accounting record6 and such other auditing procedurea as we 

I cormidered necemnary in the circumstances. 

In our opinion, the aforamentioued financial atatemente present fairly the 
financial position of the National Consumer Cooperative Bank at December 31, 
1983 and 1982 and the results of its aperatlona and the changes in its 
financial poritlou for the years then ended, in conformity with generally 
accepted accounting principles applied on a consistent basis. 

January 30, 1984’ 
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la PEAT 
MAKWICK 

Peat, Muwick. Mitchell 81 Co. 
Certified Public Accountants 
1990 K Street, N. W. 
Washington, D.C. 20006 

The Board of Directors 
National Consumer Cooperative Bank: 

We have examined the financial statements of National Consumer Cooperative 
Bank for the year ended December 31, 1983, and have issued our report thereon 
dated January 30, 1984. 

Our examination was made in accordance with generally accepted auditing 
standards and the standards for financial and compliance audits contained in 
the U.S. General Accounting Office “Standards for Audit of Governmental 
Organizations, Programs, Activities and Functions,” 1981 revision. Solely to 
assist us in planning and performing our examination, we made a study and 
evaluation of the internal accounting controls of National Consumer 
Cooperative Bank. That study and evaluation was limited to a preliminary 
review of the system to obtain an understanding of the control environment and 
the flow of transactions through the accounting system. 

For the purpose of this report, we have identified the internal accounting 
controls in the areas of investments, commercial and real estate loans, and 
cash disbursements as significant controls; however, we did not compliance 
test the internal accounting controls in these areas because we considered it 
more efficient to expand substantive tests and to place no reliance on the 
controls. Our study and evaluation of the internal accounting controls did 
not extend beyond this preliminary review phase. Accordingly, we do not 

.express an opinion on the system of internal accounting control taken as a 
whole. Also, our examination, made in accordance with the standards mentioned 
above, would not necessarily disclose material weaknesses in the system of 
internal accounting control. Dowever, during our examination, we did not 
become aware of any conditions that we believe to be a material weakness. 

The management of National Consumer Cooperative Bank is responsible for 
establishing and maintaining a system of internal accounting control, In 
fulfilling this responsibility, estimates and judgments by management are 
required to assess the expected benefits and related costs of control 
procedures. The objectives of a system 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. 
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Because of inherent limitations In any system of internal accounting control, 
errors or irregularities may nevertheless occur and not be detected. Also, 
projection of any evaluation of the system to future periods .ts subject to the 
risk that procedures may become inadequate because of changes in conditions or 
that the degree of compliance with the procedures may deteriorate. 

This report is intended solely for the use of management of National Consumer 
Cooperative Bank, the General Accounting Office and other associated Federal 
organizations and should not be used for any other purpose. 

January 30, 1984 
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la PEAT 
MARWICK 

Pert, Marwick, Mltchell dr Co. 
CmIicd Public Accountants 
1990 K Street, N.W. 
Washington. D.C. 2@006 

The Board of Directors 
National Consumer Cooperative Bank: 

We have examined the financial statements of the National Consumer Cooperative 
Bank aa of and for the years ended December 31, 1983 and 1982, and have issued 
our report thereon dated January 30, 1984. Our examinatione,were made in 
accordance with generally accepted auditing standards and the provisions of 
“Standards for Audit of Governmental Organizations, Programe, Activitiee and 

Functions”, 1981 revision, promulgated by the Comptroller General of the - 
United States, which pertain to financial and compliance audits and, 
accordingly, included such tests of the accounting records and such other 
auditing procedures as we considered neceeeary in the circumstances. 

In connection with our examinations, we have reviewed the provision8 of the 
National Consumer Cooperative Bank Act (PL 95-351 Amended) to determine the 
material compliance requirements which may have a financial impact. 

In our opinion, for the teeted operations and records, the National Consumer 
Cooperative Bank complied with the material compliance requirements of the 
National Consumer Cooperative Bank Act (PL 95-351 Amended) referred to above. 
Further, baaed upon our examinations and the procedures referred to above, for 
those operations and record8 not tested, nothing came to our attention to 
indicate that the Corporation had not complied with the compliance 
requirements referred to above. 

January 3(1, 1984 
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_...-...- - ._...--- -.--- __..___ ._-~_~_ 

Statements of Financial Condition 
December 31,1983 and 1982 

, ) , 

--- 
Assets 

Assets 

Cash 
Inw~tment\ rN(~tr 31 
Accrued intewst receibahle 

Loans INotes 4. 5. 6 and 7) 
Lea: Allowancr for pcwiblz loan losses 

Net loans 

Fixed assets. net of accumulated depreciation of 5557.483 in I983 and 5273.031 in 1982 (Note HI 
Other wxts 

Total Assets 

14X.1 

s 763.0.~ I 
l-w.Y847Ho 

4.Yl5.575 

64.182.236 
4 467.~5~ ---‘--‘t 

hJ.714.YHl 

I .ZOh.wO 
372.748 

5221.957.135 ----zzzzc 

IYH’ - --.-Y... 

5 259.782 
141.‘7J.O’0 

4.X%.-IOY 

75.5Y6.6Y.J 
X.JIl.YII ~-- 

h7. IH4.7X2 

YHH.5i5 
84.736 .--____ 

S2 14.670.28-I .-~-. 

I----- --- --“- - hbilities and Members’ Equity 

kccounts payahlr 
Accrued interest payable on Class A Notes 
()ther accrued expenses 
Commitment fees. deferred income & other credits (Note 4) 

Il.5 Treasury Class A Notes (Note 10) 

Members’ Equity 

Common stock I Note I I I 
Retained earnings 

Allocated 
llnallocated 

~~..- --. .-._ 

5 714.75l 5 X69.972 
1.794.5Yl 3.010.912 . 

365.053 420.732 
1.56Y.571 I,471.759 

4.543.96d 5.773.375 -___ 

184,270.WO 184.27O.otX) - 

6.054.024 5825.521 

6.178.839 - 
20.910.306 18.801.388 

Total Liabilities and Members’ Equity 

3X143.169 24.626.9OY 

5221.957.133 5214.670.284 
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--.-...--..-______-__I 

Statements of Income 
Years Ended December 31,1983 and 1982 

____.. -.-- ..--_- ..-... _-. 

Interest e;trned from: 
Investments 
L~lilflS 

Told interest earned 
Interest cxpence INote IO\ 

Net intrrett income 
Prwisicm for possible loan low3 

Net interest income after provision for possible Ivan Iorscs 

Other Income 

Operating expenses 
Salaries and employee benefits [Note 121 
Gmtrwtual services 
Occupancy and equipment expenses (Note 9) 
Contribution to Consumer Cooperative Development Corp. 
Other expenses 

Total operating expenses 

Net income 
Appropriations for operating expenses 

Income After Appropriations 

The accompan~mg norrs are an integral part of the% t~awrn~n~~ 
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-.- - ---. ___.-- .- - - .._. --_- 

Statements of Changes in Financial Position 
Years Ended December 31,1983 and 1982 

Financial Resources Provided 

Income ilftt!r 4pprc~priations 
Items ncn requiring resources: 

f’rovisions for poss~hlr loan losses 
Depreciation and amortization 

Revenue from appropriations 

Resources provided from operations 
Decrease in assets: 

Cash 
Investments 
Funds in escrow accounts 
Loans-net 
Other assets 

Increase in liabilities: 
Accounts payable 
Accrued interest on Class A Notes 
Other accrued expenses 
Commitment fees. deferred income and other credits 
Common Stock Issued-Net 

Total Resources Provided 

~ FI~nci~l Rerourccs Applied 

~ Increase in assets: 
Cash 
Investments 
Loans-net 
interest receivable 
Other assets 

Decrease in liabilities: 
Accounts payable 
Accrued interest on Class A Notes 

Additions to fixed assets- net 
Cash payout on equity redemption 
Common stock redeemed-net 

Total Resources Applied 

I943 IW ---. _--. --- 

s H.93l.s33 SI ’ OU~.LV -. . 

I..U~l.I3-l 2.J70.135 
2x4.452 lSi.875 
- I1 ..w.O2hl -- 

510.517.1 I9 S13.29c).2Hl 

- -l88.hs: 
- 1.412.731 

5.406.662 
1.168667 - 

- 209.632 

- 319.276 
- 3.010.912 
44.321 18. I77 
97.812 I.454212 * 

. 228.503 - ~- 

512.056.422 525.699600 ~-- 

S 503.269 s- 
8.7 10.760 

37.166 20.963. 4091.870 I57 

288.012 - 

13.219 
1.216.323 - 

501.897 598.080 
643.776 - 

- 46.193 -- 

5 12.056.422 S25.699.600 
- ~- 
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Statements of Changes in Memhers’Equity 
Years Ended December 31,1983 and 1982 

Stock 

- 

S h.O.i-l.024 

Notes to Financial Statements 
December 31,1983 and 1982 

1 Orpmization 

I : 

Appropria-’ 
[bon\ for 

Oper.Ni~ms 

s I .3X’.lml 
.- 
-. 

I I ..7h7,07f>l 

-- 
- 

- 
s - 

. 

The Kational Consumer Cooperative Bank Ithe “Bank”, is ;I I’.S. C J(,\~rnment-~hartrrrdc~,rporation with government financial 
inttzrt’sl and rcpreuen[ation on the Board of Directors. The Bunh provides loans and technical assistance to cooperatives. 

..- 
2 Summur! of Significunt Accounting Policies 

Basis of Arcounring 

The I’lnnncial statements are prepared on the accrual basic of accounting. 

Investments 

In\s\tmcnt wcuritiz5 ;tre carried at amortized cost bvhich appr<)ximate\ market \ .~lur’. Gains 01 ltbsr’\ on wlo of in\esrment\ 
arc recognwd ‘II the rims of wle using the specific idenrification method and are includd 111 t)thcr tnc’kmrf. 

Loans 

.Allowance for Possthle Loan Losses 

The allowance for Ioitn losses is a valuation allo\\;~ncr which managsmrnt hrlietes IO he dcyunrz to co\‘er ,Inticipu~ed IO;III 

Ioswx Pro\I\ion for loan losses is added to the allov,ance and charged I o,r'~pe~~se. Lo.ln char<lt’-~~l’fs. net of rccovc‘rie\. are sub 
tract& from rhe allouancr. Factors utilid by management in detsrminine the acl~qu~c~ of the allo\rance include. but iire not 
llmltstl IO. the following: the present and prospecti\,e‘financial condition 0; our horrcwers. e\;duation of rhe Io,ln portfolIo In con- 
lunction \rlth historical low expsrirncr. portfolio composition and currsnt and pr~$xtecf w>n~wnic condirions. 

a 



~ APPENDIX I APPENDIX I 

____ .___ - ..__ - .-.- -- -... . ..- - .~... ---.- -.-__-_---.--..- 

Fixed bets 

Fined assets are c;lrried ;II ctlst less accumulated depreciation. Depreciation on items purchased before IYXZ was computed 
on :I \Ir;lqht-llnc ha\i\ Ott-r t’ibc ,~nd rcn !can. In 1982 the Bank began using an acct?lerated methl)d for neu purchaTcs. 

C’ommon Stock 

I be Hank doe\ not p.~! fcdsrul income laxcs on any appropriated funds it receives. The National Consumer Co~~prrutivc Bank 
Act \msndmrnr\ of IWI (I?L. V-.X;1 provide that. effective January 1. IYH 2. the Bank ehall be treated as a cooperative and suhlect 
10 rhr provl\l~m\ of suhchaprer ‘I of the Internal Revenue Code. Section 109 <)I’ the Bank Act. as amended. prcnides that the Bank 
i\ cucmpr from slate and lc>cal taxes with thr exception of real estate taxes. 

.,\pproprlation by the U.S. Government 

I)uring the fiscal )carc ended September 30. 1979. IWO and lY8l. the U.S. Government appropriated funds for purchase of the 
Bank’\ cIa\\ A preferred ctock. This stock was exchanged for class A notes on December 31. 1YXI. 

Apprcjpriarlcms for operating expenses during the Bank’s \;tart-up period. net of any lapsed or rescinded appropriations. are 
nc)n-rcfundahle. On January I. IYN2, the Bank assumed all unliquidated obligations associated with these appropriations. Accord- 
rnglb. an! unexpended appropriations for operations were recognized as revenue during IYXZ. 

-. _____----__ 

D ~Investments 

Investments consist of securities with maturities less than 1 tear with interrst rates varying from 8.22”:~ to I-1.5”,,. as follows: 

1983 IYXZ ---- --_. - 

Certificates of deposit 5 16.696.963 5 12.300(.0()0 
Euro certificates and time deposits 52.500.090 Y5.057.X37 
Federal funds 74.319.899 25.500.04W) 
L’.S.Treasury and agency obligations 10.668.378 13.XS2.983 
Discount notes and bankers acceptance S.795.540 - 

Securities sold under agreement to repurchase rY.YY6.0001 I i.436.XoO, 
s149.984.780 --- 5141.174.020 

Interest expense related to securities sold under agreements to repurchase during 1983 amounted to 51.226.084 and is included 
in interest earned from investments on the income statement. 

-. 
4 Loans und Nonperforming Assets 

The follt~uinp is a table of loans outstanding by category as of December 31. lYX.3 and IW: . 
I 14x3 IYX? 

Multi-famlly housing cooperatives: 
Lions to rcrahlishrd cooperatives 51’ ‘Ih.O?) ,- 5l’.Ol-1.2XO 
Loans to developing cooperatives 3’.‘03,02h 4h.42h.m 

52,-li7.lO?l iK++O.Yl~ 

Food. producer and cjther ctloperatives: 
Loans It) established c<)operatives 16.563.2-10 15.3x1.227 
Loans to developing cooperatives Ihl.XYl 1.773..?il -___-- -_ ----- 

16.725.131 17.155.77x ---_-- 
5hY. l?i’.,Zh S75.iY6.693 se zFzzz= 

Additionally. and in the normal course of business. the Bank makes loan commitments uhich art: not reflected in the accom- 
pan>ing financial statements. These outstanding commitments total 530.555.743 and 533.7YX.W at December .?I. IOtt3 and IM2. 
respectively. 

. 
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__*- _--_ *-. - .._-... -____-.._._ - .__~_ 

5 Portfolio Risk and Security 

~- -. ___.. -.--~ - ..- 

‘f‘hr fiiink I\ a 1onp-term lender to consumer cooprrartves. On real estate and rehabilitation Ic)an\ which it finances. it r~lj~~ 
.ic’t\ ;I\ the permanent lender. \laturities of loans generalI! range from 20 to 30 vears. 

.A\ an inherent part ~)f its charter and reason for existence. the Bank. in addition to making loans to established cooperative 
bu\inr\ses. rxtends credit to newer. less established cooperatives. Estimates of repayment abilities cjf these newer developmental 
r’ntities art! generally less reliable than estimates of repayment abilities of existing cooperatives. In these instances. the Bank seeks 
10 prcttect its interest bv Increasing cc)llateral rrquircments. loan guarantees. etc. 

The Bank’s comm&cial and real estate portfolios art 1 gtznrrallv quite diverse. The Bank has. however. loans out.st;lnding In _ 
cx.cc’\% 1)1’ five million dollars to sach of four cooprrati\,es tofalling approximately 427 million. One (,I these i\ FH -\ in+urrd. one has 
horn current since inception. one is past due and in a tiork-out status. and one is a nonaccrual and in uorh-out statu+.Ths latter 
tuo loan\ were cla\\ified internull) hy management as less than acceptable credit risks at December 31. l%ti.I 

I’hc Bank OnI) mahrs unsecured loans to its most creditwc)rthy borroaers. In securing loans. collateral t,lhsn includes both 
first and junior real r‘stats mortgages. inventory. equipment. accounts receivable. and other assets. In certain in\t;lnces. the B;mk 
holds, ;I lunlor poslticm cmly: however. these positions are constclsred adequate to collateralize the debt outstanding. 

---.--.----- -_--..-- -____ .-- _-.--.-_-- ..~ ~__-- 

Li Affiliations of the Board of Directors 

SectIons IO.\ ~jf the %ational Consumer Cooperative Bank Act as amended. requires that twelve of the fifteen members of the 
fLmh’\ Rtr.irtl of Directtjrs be elected hy holders of class B and C ctock and that they have actual cooperative experience. Bank 
stock A. hy law. sold N-II> 10 horrcjwrrs and entities eligible to borrow. Thus. in the normal course of business. membersof the Bank’s 
Roard of IXrect~~rs may hr affiliated with cooperatives receiving or eligible I<) receive loans from the Bank. The Bank has strict 
conflict of Intr”rcst rules which require. among other things. that a Board member he disassociated from decisions which 
po\e ;I conflict of intcre\t or the appearance of a conflict of interest. 

LAKIII rque\ts from cooperatives with which members of the Board of Directors may he affiliated are subject to rhe same rligi- 
hIlit> and crctlit critr‘rlil. ;I\ \rell as the same loan terms and conditions. AS JII other loan requests. 

----_ 

7 IGEZElor Possible Loan Losses 

~-._____- 

I hc ~oll~~wing I\ .I \ummar! 1)1’thc transactions in the ull~wance for ~~wII~L- l<~n 10~~ 

lW.3 IW 

fM;lnce .it &ginning elf \rar 5x.41 I.41 I Sh.( lJ9)..ib.7 
Add: Prtr\ision for possible losses 1.301.15-! 2.4-o. 13’ - --_-_- 

‘).71.3.0.+.5 x.5 ICI.hC)(c 
Drduct: Charge-offs. net of recoveries i.245.‘90 IO’.-X’ ---- ~. .---_--- 

S-+.-h7 ‘55 .-. . SN.-ll I.91 1 

I‘hr allowance for possible lotin h~st’s as a percrntase of loans outstanding at both Dscsmher 31. IW. Ltnd IW. was h.Y,, and 
ll.I”L rcy7ccti\rlq. 

‘1 he (‘onsumer <I~~~~perafive De\el~~pment Corporation ICCDCI, formerly the Bunk’s Office of &If-Help Development and 
‘I’echnic.ll ,\\\~\tance. JI times makes loans to the same cc>nsumrr coopcratites as the Bank. In such cases. losstfs and related 
prc)%i\tlln\ rare chqt’d IO CCIX first and then to thr Bank. 
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H Fixed Assets 

_--... ..--. --._.--.-- -.- --__-.-- - ____ .-. -- __.__..___-_ -_ .-.-.- -.--.--.--- 

Fixed assets consist of the following: 

Furnishings and equipment 
Leasehold improvements 
Other 

Less: Accumulated depreciation 

1983 1982 

5 81.226.756 S 829.639 
425,901 417.414 
1 IO.826 14.533 - 

1.763483 1.261.586 
557.483 I 273.03 

51.206.000 5 988.555 

--. 
y Leases 

The Bank leases its headquarters in Washington D.C. for a IO year period expiring on May 14. 1991 with an option to purchase 
the property on May 15. 1987 and the premises for a regional office for a 5 year period expiring on December 31. 1988 and the 
premtses for a branch office for a 2 year period expiring on November 30, 1985. The Bank also leases a telephone system at its 
Washington. D.C. office for a S year period expiring on May 31. 1987.These leases are all non-cancelable operating leases. 

In addition. the Bank leases the premises for 2 regional and 1 branch offices and its IBM System 36 equipment. These are all 
operating leases which may be cancelled with 60-120 days notice. 

Minimum future rental payments under non-cancelable operating leases having remaining terms in excess of one year as of 
December 31,1983. for each of the next five years and thereafter are: 

Amount 

1984 
1985 
1986 
1987 
1988 
Subsequent to 1988 

5 901.328 
921,446 
957,203 
970.066 
954,642 

3,093.129 

57.797.814 

Rental expense in each year under all operating leases is as follows: 

Office space 
Telephone System 
IBM system 36 and other equipment 

1983 1982 -____ ___ 

.5 849.704 5697.676 
37.045 20,016 

208,736 165,373 

5 1.095.485 5883,065 

----- ------- 
lo V.S. Treasury Class A Notes 

On December .\I. 1981. the Bank issued unsecured non-negotiable. class A capital notes to the U.S.Treasury in the amount of 
‘@4.270.00() as provided in the Bank Act, as amended, in full redemption of the class A preferred stock previously owned by the 
(government. The notes and all related payments are subordinated to any secured or unsecured notes and debentures thereafter 
Issued by the Bank. but the notes have first preference with respect to the Bank’s assets over all classes of stock issued by the Bank. 
Sk) long as any class A notes are outstanding. the Bank shall not pay any dividend on any class of stock at a rate greater than the 
statutory interest rate payable on class A notes, 

~ The notes require that. beginning on December 31. 1981. and ending on December 31. 1990)o.30”S of the proceeds from the sale 
o 

: 

stock. other than classes B or C. be applied to the redemption of the notesThe notes are to be fully repaid. according to a 
r payment schedule to be established December 31. 199O.The proceeds from the sale of classes B and C stock are to be applied 
ahnually toward the repayment of the notes. 

The Bank Act states that the amount of Bank borrowing which may be outstanding at any one time shall not exceed 10 times 
the paid-in capital and surplus of the Bank, which paid-in capital and surplus as defined by the Bank Act includes the amount of 
tlhe class A notes. 

The interest rate. subject to the following limitation, is determined by the U.S.Treasury on the basis of the average market 
yield of IJS. obligations of comparable maturity. However, until 1990. the notes entitle the holder tuannual interest payments not to 
exceed 25% of the Barth’s gross revenues less necessary operating expenses. including a provision for losses. With the consent of the 
II.S.Treasury. interest may accumulate in certain circumstances. 

Interest expense in I983 and 1982 was subject to the 25”/,, earnings limitation discussed above. Interest expense amounted to 
51.7W.SYl and 53.547.757 for an effective rate of 1.0% and 1.9% respectively. 

11 



APPENDIX I APPENDIX I 

- ‘- ‘.- ... --_ 

II Common Stock 

_..-... ---... 

The Bank’s common stock consists of class B stock owned by borrowers from the Bank. class C stock owned by cooperat;. , 
eligible 10 borrow from the Bank. and class D non-voting stock owned by others. 

The Rank’s ccjmmon stock consists of the following: 

19X.1 IW _--. 

Par value per share 
Shares authorized 
Shares issued & outstanding 

Class B Class C Class D Class B Class c Class D 

4 loo 5 loo s IOU 5 loo s ICX) 5 loo 
I oo.ooo 1Wo(K) lcx,.cnx, llx).otw~ I(w).tw)o IrwLcxn) 

I I.732 4H.XO.5 3 Y.42 I 4R.H.3 I 4 

I2 Employee Henefits 

_ _.. _ ._-_.__... --.. _ - ..-~- .__~..._. -- 

Substantially all employees are covered by a non-contributory defined contribution retirement plan. Total expense for the 
retirement plan is 17O.h.54 in I9H.J and 5220.221 in IW?. 

The Bank maintains an employee thrift plan and c~~ntrihutes up to 6 “: of each participants salary. Contribution and expense 
for IW\ and 1482 was SlhI!.h~l ild Slt(9.624 respectively. 

_--__ - ..~ 
~ 13 Patronage Refunds 

The Bank may make deductible patronage refunds in the form of stock or allocated surplusThese refunds are deductible for 
federal income tax purposes. Patrons of the Bank receiving such refunds consent to include them in their income. On December 1. 
IW. the Bank offered to redeem the patronage dividend at 10% of face value. At December 31, 1983, the Bank had redeemed 
Sh.437.75.1 of patronage dividendsThe remaining shareholders have until March 31. 1984. to exercise this offer. 

-. .._. --.. -.-.------- ----- 
~ (4 Transfer of Assets 

On December 30. 1982, in accordance with the provisions of the Bank Act. the Bank transferred certain assets. totalling 
524.101.603. IO a new corporation. the Consumer Cooperative Development Corpcjration tCCDC1.This new corporation was 
e\tablished on December 30. 1982. under the laws of the District of Columbia. as a non-profit corporation without capital stock for 
the purposeof assuming the functions previously performed by the Bank’s Office of Self-Help Development and Technical 
Assistance. CCDC’s bylaws provide for six Board of Directors from the Bank to serve on the CCDC Board of Directors along with 
three outside directors not related to the Bank. 

The financial statements of the Bank for the year ending December 31. 14X3. and 19X2 do not include the net ~SWIS or results 
of ~~perattons of CCDC. 

(916093) 
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